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CIT is a bank holding company with more than $35 billion in finance and leasing assets. It 

provides financing and leasing capital to small business and middle market companies across 

more than 30 industries. CIT maintains leadership positions in small business and middle market 

lending, factoring, retail finance, aerospace, equipment and rail leasing, and global vendor 

finance. 

 CORPORATE FINANCE provides lending, leasing and other financial and advisory services 
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PRIORITIES AND 
PROGRESS

During 2010, CIT recorded solid progress on each of its key priorities. We 

reduced our cost of funds, diversified our funding sources and improved 

our liquidity and capital profile while positioning CIT to resume our role as 

lender of choice to small business and middle market companies. In fact, CIT 

continued to strengthen relationships with our small business, middle market, 

transportation and vendor finance clients. Taken together, our 2010 progress 

positions CIT to grow our franchise with the goal of delivering increased 

shareholder value. 
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Looking back at my first full year at CIT, I am pleased to report that we made significant 

progress executing on our 2010 priorities. While 2010 was a transitional and rebuilding 

year for CIT, 2011 will be a year in which we will focus on prudently growing the business 

and building momentum on the progress we have made. 

We reported net income of $517 million, or $2.58 per diluted share for 2010 — a significant 

turnaround from our reported net loss in 2009, with a large benefit from accounting 

items related to our restructuring. Our operating results reflect lower asset levels despite 

increasing new business volumes, lower funding costs and re-establishment of the 

allowance for loan losses. Our considerable progress was recognized by the financial 

markets as the price of our common stock rose by more than 70% during 2010.

But the numbers only tell part of the story. When I first arrived at CIT, I outlined a 

number of strategic priorities that were critical as we emerged from our restructuring 

and that I believed, if achieved, would establish a foundation from which we could 

begin to profitably grow our franchise. 

First, we needed to rebuild our senior management team and strengthen our risk and 

control functions. We made a number of new senior executive hires. And while many of 

our corporate executives are new, it is important to note that our business unit leaders 

are long-standing CIT executives with deep customer relationships, market knowledge 

and expertise that will drive future growth. 

Optimizing our portfolio through the restructuring and review of our corporate and 

segment-level business models was a second priority. We carefully assessed each 

of our four commercial operating segments — Corporate Finance, Trade Finance, 

Transportation Finance and Vendor Finance — based on expected profitability, 

competitive profile, risk profile and funding needs. While we concluded that each of 

these segments was core to CIT’s long-term strategy, we streamlined our portfolio 

through the sale of more than $5 billion of non-strategic assets. We also focused on 

improving our operating efficiencies and reduced our headcount and asset levels by 12% 

and 15% respectively in 2010. 

A third priority was transforming our funding model and improving our funding 

flexibility. We made noteworthy progress reducing our funding costs and re-accessing 

the capital markets. We eliminated more than $7 billion of first lien and second lien debt 

and closed approximately $3 billion in funding facilities. Our primary funding objective is 

to be well-capitalized and maintain adequate liquidity to support our business plan. At 

year-end we had more than $11 billion of cash, and our total risk-based capital ratio was 

19.9%, well in excess of our 13% regulatory commitment. We took our first steps toward 

regaining investment grade ratings as we re-established our credit ratings.

Finally, we made solid progress in improving our capabilities as a bank holding 

company, which begins to address the items outlined in our Written Agreement with 

the Federal Reserve. We upgraded our risk management processes, including credit risk 

management, audit, legal, and compliance, adding key employees in these areas. 

DEAR FELLOW SHAREHOLDERS,

JOHN A. THAIN
CHAIRMAN & CHIEF 
EXECUTIVE OFFICER
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I have learned first-hand 

how important our 

efforts are to the success 

of our customers — and 

to their customers and 

the broader U.S. and 

global economy.

We also approved plans for the remediation and closing of gaps in our risk, controls and 

IT infrastructure and processes. As we executed on these priorities throughout 2010, we 

never lost sight of our mission, which is focused on supporting our customers — small 

business and middle market companies — that are the building blocks of U.S. economic 

growth. Our new business volume was sequentially higher each quarter in 2010. 

While 2010 was a productive year by any measure, 2011 promises to be no less active. 

Challenges await us, many of them significant, but I am confident that we have the right 

people, the right businesses and the financial strength to build our franchise. We will 

work to further reduce our cost of capital and to substantially satisfy the open items in 

the Written Agreement. We have plans in place to expand CIT Bank’s origination and 

funding capabilities, and we will continue to provide our lending, leasing and advisory 

services to the small business, middle market and transportation sectors. And our 

drive to increase operating efficiencies and right-size our franchise will not let up. Our 

focus in 2011 will be on prudent growth, both in the United States and internationally. 

All of our efforts to strengthen our balance sheet and management functions have one 

overarching purpose: to enable CIT to reclaim its historic place as a lender of choice for 

America’s small business and middle market sectors. 

When I arrived at CIT a year ago, I was impressed by our business franchises — the 

people, products and relationships that make CIT what it is. I am even more impressed 

today. I have learned first-hand how important our efforts are to the success of our 

customers — and to their customers and the broader U.S. and global economy. Like many 

other financial institutions, we face a number of serious challenges, including a period 

of economic uncertainty and a changing regulatory environment. There is a renewed 

commitment among all of us at CIT to meet these challenges. I would like to thank my 

colleagues for their outstanding efforts and I look forward to reporting more progress to 

you, our shareholders, next year. 

John A. Thain

Chairman & Chief Executive Officer 
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BUSINESS DESCRIPTION

Founded in 1908, CIT Group Inc., a Delaware Corporation, is a
bank holding company that, together with its owned subsidiaries
(collectively “we,” “CIT” or the “Company”), provides primarily
commercial financing and leasing products and other services to
small and middle market businesses across a wide variety of
industries. CIT became a bank holding company (BHC) in
December 2008, and is regulated by the Board of Governors of
the Federal Reserve System (FRS) and the Federal Reserve bank
of New York (FRBNY) under the U.S. Bank Holding Company Act
of 1956 (BHC Act). CIT operates principally in North America, with
locations in Europe, Latin America and Asia.

Our businesses focus mainly on commercial clients with a partic-
ular emphasis on small business and middle-market companies.
We provide financing and leasing products to our clients and cus-
tomers in over 30 industries, including transportation, particularly
aerospace and rail, manufacturing and retail, and in over 20 coun-
tries. We funded $4.5 billion of new business volume during 2010
and have $36.9 billion of loans and leases at December 31, 2010.

Each business has industry alignment and focuses on specific
sectors, products and markets, with portfolios diversified by client
and geography. Our principal product and service offerings
include:

Item 1. Business Overview

PART ONE

We source business through marketing efforts directly to bor-
rowers, lessees, manufacturers, vendors and distributors, and
through referral sources and other intermediaries. Our business
units work together both in referring transactions between units
and by combining products and services to meet our customers’
needs. We also buy and sell participations in syndications of
finance receivables and lines of credit and periodically purchase
and sell finance receivables on a whole-loan basis.

We generate revenue by earning interest on loans we hold on our
balance sheet, collecting rentals on equipment we lease, and
earning fee and other income for financial services we provide.
We syndicate and sell certain finance receivables and equipment
to leverage our origination capabilities, reduce concentrations,
manage our balance sheet and maintain liquidity.

We set underwriting standards for each business unit and employ
portfolio risk management models to achieve desired portfolio
demographics. Our collection and servicing operations are organ-
ized by businesses and geographies providing efficient client
interfaces and uniform customer experiences.

Our primary bank subsidiary is CIT Bank, a state chartered bank
located in Salt Lake City, Utah. CIT Bank is subject to regulation
and examination by the Federal Deposit Insurance Corporation
(FDIC) and the Utah Department of Financial Institutions (UDFI).
Non-bank subsidiaries, both in the U.S. and abroad, currently own
the majority of the Company’s assets.

Products Services

Asset-based loans Financial risk management

Secured lines of credit Asset management and servicing

Enterprise value and cash flow loans Debt restructuring

Leases: operating, finance and leveraged Credit protection

Factoring services Account receivables collection

Vendor financing Debt underwriting and syndication

Import and export financing Mergers and acquisition advisory services

Small business loans Insurance services

Acquisition and expansion financing

Letters of credit / trade acceptances

Debtor-in-possession / turnaround financing
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BUSINESS SEGMENTS

CIT meets customer financing needs through five business segments.

SEGMENT MARKET AND SERVICES

Vendor Finance

Factoring, lending, credit protection, receivables management and other trade
products to retail supply chain companies.

Large ticket equipment leases and other secured financing to companies in
aerospace, rail, and defense industries.

Partners with manufacturers and distributors to deliver financing and leasing
solutions to end-user customers globally.

Consumer loan portfolios, which are in run-off and are primarily
government–guaranteed student loans.

Lending, leasing and other financial and advisory services to principally small and
middle-market companies across select industries.

Corporate Finance

Transportation Finance

Trade Finance

Consumer
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CORPORATE FINANCE

Corporate Finance provides a full spectrum of financing and advi-
sory services to small and medium size companies in the U.S. and
Canada and has a specialized lending unit focused on financial
sponsors in Europe. Corporate Finance has historically focused
on core lending products including asset-based and cash flow
lending, fee-based advisory products (e.g., financial advisory,
M&A) for middle-market customers, as well as Small Business
Administration (“SBA”) 7(a) and 504 loans.

The Corporate Finance product suite is primarily composed of
senior loans, including revolving lines of credit secured by
accounts receivables and inventories, term loans based on oper-
ating cash flow and enterprise valuation, and government
guaranteed loans (such as SBA loans). Our clients use loan pro-
ceeds to fund working capital, asset growth, acquisitions and
debt restructurings, and in the case of SBA loans, owner-occu-
pied real estate.

Middle Market Lending

Corporate Finance’s middle-market lending business in the U.S.
and Canada provides financing to customers in a wide range of
industries (including Commercial & Industrial, Communications,
Media & Entertainment, Healthcare, and Energy):

- Commercial & Industrial industries include wholesale trade
(both durable and non-durable goods), business services, mis-
cellaneous retail, chemicals and allied products, food and
kindred products and numerous other industries. Transactions
to customers in these industries are primarily structured as first
lien senior secured loans, based on specific advance rate for-
mulas tied to a borrower’s accounts receivable, inventory and
to a lesser extent fixed assets, and senior loan structures,
based on the companies operating cash flow and risk profile.

- Communications, Media, & Entertainment industries include
broadcast, cable, entertainment, gaming, sports franchise,
telephony, wireless and tower and other related industries.
Transactions are structured as first lien senior secured or asset-
based loans and are based on the risk profile of the borrowers.
Debt products for acquisitions and growth capital, as well as
advisory services, are provided to our clients.

- Healthcare industries include skilled nursing facilities, home,
health and hospice companies, acute care hospitals, dialysis
companies and outpatient services among others. Transactions
are structured as first lien senior secured asset-based loans,
senior loan structures and real estate-based financings based
on the borrower’s operating cash flow and risk profile.

- Energy industries include conventional and renewable power
generation, coal mining, oil and gas production and financing
is provided to other related energy service providers and man-
ufacturers. Transactions are primarily structured as first lien
senior secured asset-based loans and senior cash flow loans.

Small Business Lending (SBL)

SBL originates and services Small Business Administration (SBA)
and conventional loans for commercial real estate financing, con-
struction, business acquisition and business succession financing.
We are a “Preferred Lender” in the SBA programs due to our
strong corporate financing record with authority over loan
approvals, closings, servicing and liquidations. SBL earns fees for
servicing third party assets. Small business lending activities are
principally focused on the U.S. market.

TRANSPORTATION FINANCE

Transportation Finance is a leading provider of aircraft and railcar
leasing and financing solutions to operators and suppliers in the
global aviation and North American rail car industries. The
segment operates through two business units, CIT Aerospace
(“Aerospace”) and CIT Rail (“Rail”). Within Aerospace, the busi-
ness provides commercial aircraft lease financing through our
Commercial Airlines unit, private aircraft lending through our
Business Aircraft unit, and corporate finance solutions such as
cash flow and asset-backed loans through our Transportation
Lending unit. We have achieved a leadership position in the avia-
tion and rail markets by leveraging our core strengths in technical
asset management, customer relationship management skills,
credit analysis, deep industry expertise and information sharing
and cross-selling in the business units.

This segment has seasoned management teams servicing the
aerospace and rail industries, and in the case of aerospace, has
built a global presence with operations in the US, Canada,
Europe and Asia. We have extensive experience in managing
equipment over its full life cycle, including purchasing new equip-
ment, estimating residual values and remarketing by re-leasing or
selling equipment.

Aerospace

Commercial Air provides aircraft leasing and lending, asset
management, aircraft valuation and advisory services. The unit’s
primary clients include major and regional airlines around the
world. Offices are located in the U.S., Europe and Asia. As of
December 31, 2010, our commercial aerospace financing and
leasing portfolio consists of approximately 300 aircraft with a
weighted average age of 5 years and placed with about
100 clients.

Business Air offers financing and leasing programs for owners of
business jet aircraft, primarily in the U.S.

Transportation Lending provides comprehensive loan and lease
financing solutions to the aerospace, defense, marine and rail
markets, directly or through financial sponsors and intermediaries.

Rail

Rail leases equipment to railroads and rail shippers throughout
North America. We serve approximately 500 customers, including
all of the U.S. and Canadian Class I railroads (railroads with
annual revenues of at least $250 million) and other non-rail 
companies, such as shippers and power and energy companies.

Our operating lease fleet consists of approximately 101,000 rail
cars, including covered hopper cars used to ship grain and agri-
cultural products, plastic pellets and cement, gondola cars for
coal, steel coil and mill service, open hopper cars for coal and
aggregates, center beam flat cars for lumber, boxcars for paper
and auto parts, tank cars, and approximately 450 locomotives.

See “Concentrations” section of Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of
Operations and Note 18 — Commitments of Item 8. Financial
Statements and Supplementary Data for further discussion of our
aerospace portfolio.
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TRADE FINANCE

Trade Finance provides factoring, receivable management prod-
ucts and secured financing to businesses that operate in several
industries, including apparel, textile, furniture, home furnishings
and consumer electronics. Although primarily U.S.-based, Trade
Finance also conducts international business in Asia and Europe.
Revenue is principally generated from commissions earned on
factoring and related activities, interest on loans and other fees
for services rendered.

Trade Finance offers a full range of domestic and international
customized credit protection, lending and outsourcing services
that include working capital and term loans, factoring, receivable
management products, bulk purchases of accounts receivable,
import and export financing and letters of credit programs.
Clients use the products and services of Trade Finance for various
purposes, including improving cash flow, mitigating or reducing
customer credit risk, increasing sales, improving management
information and outsourcing their bookkeeping, collection, and
other receivable processing to Trade Finance.

Trade Finance typically provides financing to its clients through
the factoring of accounts receivable owed to its clients by their
customers, typically retailers. The assignment of accounts receiv-
able by a client to a factor is traditionally known as “factoring”
and results in payment by the client of a factoring commission
that is commensurate with the underlying degree of credit risk
and recourse, and which is generally a percentage of the factored
receivables or sales volume. Trade Finance may advance funds to
its clients, typically in an amount up to 90% of eligible accounts
receivable, charging interest on the advance (in addition to any
factoring fees), and satisfying the advance by the collection of
factored accounts receivable. Trade Finance often integrates its
clients’ operating systems with its operating systems to facilitate
the factoring relationship. Trade Finance also can arrange for
letters of credit, collateralized by accounts receivable and other
assets, to be opened for the benefit of its clients’ suppliers.

VENDOR FINANCE

Vendor Finance is a global leader in developing financing pro-
grams for manufacturers, distributors, product resellers and other
intermediaries that enable their customers to acquire products
now and finance payments over time. CIT maintains relationships
with leading companies in the information technology, telecom-
munications and office equipment industries while providing
equipment leasing and financing to small and middle market
businesses across a wide variety of industries.

Our vendor relationships include traditional vendor finance pro-
grams, virtual joint ventures and referral agreements that have

varying degrees of integration with vendor partners. We utilize
“virtual joint ventures”, as a means to originate assets on our
balance sheet and share with the vendor economic outcomes
from the financing. A key part of these partnership programs is
integrating with their go-to-market strategy and leveraging the
vendor partners’ sales process, thereby maximizing efficiency and
effectiveness.

These alliances allow our vendor partners to focus on core com-
petencies, reduce capital needs and drive incremental sales
volume. We offer our partners (1) financing to end-user customers
for purchase or lease of products, (2) enhanced sales tools such
as asset management services, loan processing and real-time
credit adjudication, and (3) a single point of contact in regional
servicing hubs to facilitate global sales. These alliances provide
us with an efficient origination platform as we leverage our
vendor partners’ sales forces.

Vendor Finance end-user customers are predominately small
Fortune 1000 companies acquiring office, technology, telecom-
munications and other essential use equipment in more than
30 countries.

CONSUMER

Our Consumer segment predominately includes government-
guaranteed student loans, currently in run-off. We ceased offering
private student loans during 2007 and government-guaranteed
student loans in 2008.

See “Concentrations” section of Item 7. Management’s Discussion
and Analysis of Financial Condition and Results of Operations for
further discussion of our student lending portfolios.

CORPORATE AND OTHER

Certain expenses are not allocated to operating segments and
are included in Corporate and Other. For 2010, these consist pri-
marily of: (1) some mark-to-market adjustments on non-qualifying
derivatives; (2) restructuring charges for severance and facilities
exit activities; and (3) certain tax provisions and benefits.

Prior to 2010, Corporate and Other also included: (1) certain
funding and liquidity costs, as segment results reflect debt
transfer pricing that matched assets (as of the origination date)
with liabilities from an interest rate and maturity perspective; (2) a
portion of credit loss provisioning in excess of amounts recorded
in the segments, primarily reflecting our qualitative determination
of estimation risk; (3) dividends that were paid on preferred secu-
rities (now cancelled), as segment risk adjusted returns were
based on the allocation of common equity; and (4) reorganization
adjustments largely related to debt relief in bankruptcy.
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CIT Bank is a fully chartered state bank located in Salt Lake City,
Utah. It is subject to regulation and examination by the FDIC and
the UDFI. CIT Bank raises deposits to fund its lending activities
by issuing certificates of deposit (“CDs”) through broker chan-
nels. Assets primarily include government-guaranteed student
loans and bank-originated commercial loans. For the purpose of

reporting CIT’s consolidated balance sheet and segment informa-
tion, assets and liabilities that are reported by the Bank are
included in the respective segment. The student loans transferred
to the Bank are reported in the Consumer segment and commer-
cial loans originated by the Bank are reported in the Corporate,
Transportation and Vendor Finance segments.

CIT BANK

RESTRUCTURING

On November 1, 2009, the parent company (CIT Group Inc.) and
one non-operating subsidiary, CIT Group Funding Company of
Delaware LLC (“Delaware Funding”), filed prepackaged voluntary
petitions for relief under Chapter 11 of the U.S. Bankruptcy Code
(the “Bankruptcy Code”) in the U.S. Bankruptcy Court for the
Southern District of New York. This bankruptcy filing was due to
numerous factors including: failure to realize some of the benefits
of becoming a BHC, accelerating client credit line draw activity,
deteriorating portfolio performance and debt rating downgrades,
which when combined exacerbated our already strained liquidity
situation. CIT emerged from bankruptcy on December 10, 2009,
pursuant to the Modified Second Amended Prepackaged
Reorganization Plan of CIT Group Inc. and CIT Funding of
Delaware, LLC, dated December 7, 2009 (the “Plan of
Reorganization”), which was confirmed by the U.S. Bankruptcy
Court for the Southern District of New York (the “Bankruptcy
Court”) on December 8, 2009 and attached to our Current Report

on Form 8-K filed December 9, 2009. Neither the Plan of
Reorganization nor any other documents filed with the
Bankruptcy Court are incorporated by reference into this
Form 10-K and such documents should not be considered or
relied on in making any investment decisions involving our
common stock or other securities.

The information contained in this annual report about CIT fol-
lowing our emergence from bankruptcy, including the financial
statements and other information for the year ended
December 31, 2010, which reflects the impact of fresh start
accounting adjustments, is not necessarily comparable with infor-
mation provided for prior periods. Further discussion of these
events and resultant financial statement impacts are located in
Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations (Introduction) and Item 8.
Financial Statements and Supplementary Data (Notes 1 and 25).

EMPLOYEES

CIT employed 3,778 people at December 31, 2010, of which 2,750
were employed in the U.S. and 1,028 outside the U.S.

COMPETITION

Our markets are competitive, based on factors that vary with
product, customer, and geographic region. Our competitors
include global and domestic commercial and investment banks,
community banks, captive finance companies, and leasing com-
panies. Many of our larger competitors are global in scope. In
most of our business segments, we have a few large competitors
with significant penetration and many smaller niche competitors.

Many of our domestic and global competitors are large compa-
nies with substantial financial, technological, and marketing
resources. Our customer value proposition is primarily based on
financing terms, structure, client service and price. From time to
time, due to highly competitive markets, we may (i) lose market
share if we are unwilling to match product structure, pricing, or
terms of our competitors that do not meet our credit standards or
return requirements or (ii) receive lower returns or incur higher
credit losses if we match our competitors’ product structure,
pricing, or terms.

There has been substantial consolidation and convergence
among companies in the financial services industry. This trend has
accelerated since 2007 as the credit crisis and economic disloca-
tion caused numerous mergers and asset acquisitions among
industry participants. The trend toward consolidation and conver-
gence significantly increased the geographic reach of some of
our competitors and hastened the globalization of the financial
services markets. To take advantage of some of our most signifi-
cant international challenges and opportunities, we will have to
compete successfully with financial institutions that are larger,
have better access to low cost funding, and may have a stronger
local presence and longer operating history outside the U.S.

Other competitive factors include industry experience, asset and
equipment knowledge, and strong relationships. The regulatory
environment in which we and/or our customers operate also
affects our competitive position.
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REGULATION

Federal and state banking laws, regulations and policies exten-
sively regulate us and CIT Bank. Such laws and regulations are
intended primarily for the protection of depositors, customers
and the federal deposit insurance funds, as well as to minimize
systemic risk, and not for the protection of our shareholders or
other creditors. Bank regulatory agencies have broad examination
and enforcement power over bank holding companies and their
subsidiaries, including the power to impose substantial fines, limit
dividends, restrict operations and acquisitions and require divesti-
tures. Bank holding companies and banks, as well as subsidiaries
of both, are prohibited by law from engaging in practices that the
relevant regulatory authority deems unsafe or unsound. CIT
Group Inc. is a bank holding company subject to regulation and
examination by the Board of Governors of the Federal Reserve
System (FRB) and the Federal Reserve Bank of New York (FRBNY)
under the Bank Holding Company (BHC) Act. Under the system
of “functional regulation” established under the BHC Act, the
FRB supervises CIT, including all of its non-bank subsidiaries, as
an “umbrella regulator” of the consolidated organization. CIT
Bank is chartered as a state bank by the Department of Financial
Institutions of the State of Utah (UDFI). CIT Group Inc.’s principal
regulator is the Federal Reserve and CIT Bank’s principal regula-
tors are the FDIC and the UDFI.

Certain of our subsidiaries are subject to regulation by other gov-
ernmental agencies. Student Loan Xpress, Inc., a Delaware
corporation, conducts its business through various third party
banks authorized by the Department of Education, including Fifth
Third Bank, Manufacturers and Traders Trust Company, and The
Bank of New York Mellon Corporation, as eligible lender trustees.
CIT Small Business Lending Corporation, a Delaware corporation,
is licensed by and subject to regulation and examination by the
U.S. Small Business Administration. CIT Capital Securities L.L.C., a
Delaware limited liability company, is a broker-dealer licensed by
the Financial Industry Regulatory Authority (FINRA), and is subject
to regulation by FINRA and the Securities and Exchange
Commission (SEC). CIT Bank Limited, an English corporation, is
licensed as a bank and broker-dealer and is subject to regulation
and examination by the Financial Services Authority of the
United Kingdom.

Our insurance operations are primarily conducted through The
Equipment Insurance Company, a Vermont corporation; CIT
Insurance Agency, Inc., a Delaware corporation; and Equipment
Protection Services (Europe) Limited, an Irish company. Each
company is licensed to enter into insurance contracts and is
subject to regulation and examination by insurance regulators.
We have various other banking corporations in Brazil, France,
Germany, Italy, and Sweden, each of which is subject to regula-
tion and examination by banking and securities regulators.

On July 21, 2010, the Dodd-Frank Wall Street Reform and
Consumer Protection Act (the “Dodd-Frank Act”) was signed into
law. The Dodd-Frank Act makes extensive changes to the regula-
tory structure and environment affecting banks and bank holding
companies, non-bank financial companies, broker dealers, and
investment advisory and management firms. The Dodd-Frank Act
requires extensive rulemaking by various regulatory agencies and
will take several years to be fully implemented. See “Dodd-Frank
Act” below.

Cease and Desist Orders and Written Agreement

On July 16, 2009, the FDIC and UDFI each issued a Cease and
Desist Order to CIT Bank (together, the “Orders”) in connection
with the diminished liquidity of Predecessor CIT. CIT Bank,
without admitting or denying any allegations made by the FDIC
and UDFI, consented and agreed to the issuance of the Orders.

Each of the Orders directs CIT Bank to take certain affirmative
actions, including among other things ensuring that it does not
allow any “extension of credit” to CIT or any other affiliate of CIT
Bank or engage in any “covered transaction,” declare or pay any
dividends or other payments representing reductions in capital,
or increase the amount of “Brokered Deposits” above the
$5.527 billion outstanding at July 16, 2009, without the prior
written consent of the FDIC and the UDFI. After the Orders were
issued, CIT Bank limited its new corporate loan originations
pending completion of the Company’s reorganization. On
August 14, 2009, CIT Bank provided to the FDIC and the UDFI a
contingency plan that ensures the continuous and satisfactory
servicing of Bank loans if CIT is unable to perform such servicing.
During the first quarter of 2010, CIT Bank restarted its origina-
tions of new corporate loans.

On August 12, 2009, CIT entered into a Written Agreement with
the Federal Reserve Bank of New York (the “FRBNY”). The
Written Agreement requires regular reporting to the FRBNY, the
submission of plans related to corporate governance, credit risk
management, capital, liquidity and funds management, the
Company’s business and the review and revision, as appropriate,
of the Company’s consolidated allowances for loan and lease
losses methodology. CIT must obtain prior written approval by
the FRBNY for payment of dividends and distributions, incurrence
of debt, other than in the ordinary course of business, and the
purchase or redemption of stock. The Written Agreement also
requires notifying the FRBNY prior to the appointment of new
directors or senior executive officers, and places restrictions on
indemnification and severance payments. The FRBNY reviewed
the appointment of each of the directors that joined our Board of
Directors following our emergence from bankruptcy, as well as
the appointment of John A. Thain, our Chairman and CEO, and
other key members of our executive management team.

Pursuant to the Written Agreement, the Board of Directors
appointed a Special Compliance Committee of the Board to
monitor and coordinate compliance with the Written Agreement.
During August, September, and October 2009, we prepared and
delivered each of the plans required by the Written Agreement,
and we updated each plan periodically during 2010. The
Company is continuing to provide reports to the FRBNY as
required by the Written Agreement.

Banking Supervision and Regulation

We and our wholly-owned banking subsidiary, CIT Bank, like
other bank holding companies and banks, are highly regulated at
the federal and state levels. As a bank holding company, the BHC
Act sets certain limitations on our activities, transactions with affil-
iates, and payment of dividends and sets certain standards for
capital and liquidity, safety and soundness, and incentive com-
pensation, among other matters.
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Bank Holding Company Activities

As a BHC, the BHC Act restricts our activities to banking and
activities closely related to banking. The BHC Act grants a new
BHC, like CIT, two years to comply with activity restrictions. Under
the Gramm-Leach-Bliley Act of 1999 (GLB), the activities of a BHC
are restricted to those activities that were deemed permissible by
the Federal Reserve at the time the GLB Act was passed. The vast
majority of our activities are permissible. However, a limited
number of our existing activities and assets, comprised primarily
of a limited number of equity investments and certain real estate
investment activities, for which new investments were discon-
tinued, were required to be divested or terminated by December
22, 2010, (unless the FRB extends the two-year period for compli-
ance). We disposed of, or conformed to BHC Act requirements, a
majority of our non-conforming equity investments and real
estate investments prior to December 22, 2010, and the FRB
granted us a one-year extension of the period to conform or
dispose of the remaining assets and activities.

Capital Requirements

The FRB and the FDIC have issued substantially similar risk-based
and leverage capital guidelines applicable to U.S. banking organ-
izations. These regulatory agencies may from time to time require
that a banking organization maintain capital above the stated
minimum levels, whether because of financial condition, the
nature of assets, or actual or anticipated growth. The Federal
Reserve leverage and risk-based capital guidelines divide a bank
holding company’s capital framework into tiers. The regulatory
capital guidelines currently applicable to bank holding companies
are based on the Capital Accord of the Basel Committee on
Banking Supervision (Basel I). Bank regulators are phasing in
revised regulatory capital guidelines based on capital standards
issued by the Basel Committee on Banking Supervision (Basel II
and Basel III).

Basel I Requirements. We compute and report our capital ratios
in accordance with the Basel I requirements for the purpose of
assessing our capital adequacy. Tier 1 capital generally includes
common shareholders’ equity, trust preferred securities, non-con-
trolling minority interests and qualifying preferred stock, less
goodwill, one-half of the investment in unconsolidated sub-
sidiaries and other adjustments. Tier 2 capital consists of, among
other things, preferred stock not qualifying as Tier 1 capital,
mandatory convertible debt securities, limited amounts of subor-
dinated debt, other qualifying term debt, the allowance for credit
losses up to 1.25 percent of risk-weighted assets, less one-half of
the investment in unconsolidated subsidiaries and other adjust-
ments. The sum of Tier 1 and Tier 2 capital represents our
qualifying Total Regulatory Capital. Under the capital guidelines
of the Federal Reserve, assets and certain commitments and off-
balance sheet transactions, which are assigned asset equivalent
weightings, are divided into risk categories, each of which is
assigned a risk weighting ranging from 0% (U.S. Treasury Bonds)
to 100%. Risk-based capital ratios are calculated by dividing
Tier 1 and Total Capital by risk-weighted assets. The minimum
Tier 1 capital ratio is 4% and the minimum Total Capital ratio is
8%. The Dodd-Frank Act requires the U.S. federal banking agencies
to establish minimum leverage and risk-based capital require-
ments for banks, bank holding companies, and non-bank financial
institutions subject to Federal Reserve supervision, which cannot
be less than the existing capital standards applicable to banks

under the existing “prompt corrective action” regulations dis-
cussed below (i.e. 3-4% Tier 1 Leverage ratio, 4% Tier 1 capital
ratio, and 8% total capital ratio). In addition, for a depository
institution to be considered “well capitalized” under the regula-
tory framework for prompt corrective action, its Tier 1 and total
capital ratios must be at least 6.0% and 10.0% on a risk-adjusted
basis, respectively. In establishing the capital requirements, the
regulators must take into account the systemic effects that may
be created by the failure of an institution. In addition, trust 
preferred securities and certain hybrid instruments, which the
Company does not have, will no longer qualify for treatment as
Tier 1 capital for bank holding companies.

We committed to regulators to maintain a Total Capital ratio of 13%
for the BHC. The Tier 1 and Total Capital ratios at December 31,
2010 were 19.1% and 19.9%, respectively. The calculation of regu-
latory capital ratios are subject to review and consultation with
the Federal Reserve, which may result in refinements to estimated
amounts. At December 31, 2010, our Tier 1 Capital was com-
prised solely of common shareholders’ equity.

BHCs and banks are also required to comply with minimum Tier 1
Leverage ratio requirements. The Tier 1 Leverage ratio is the ratio
of a banking organization’s Tier 1 capital to its total adjusted
quarterly average assets (as defined for regulatory purposes). The
requirements necessitate a minimum Tier 1 leverage ratio of 3.0%
for BHCs and FDIC-supervised banks that either have the highest
supervisory rating or have implemented the appropriate federal
regulatory authority’s risk-adjusted measure for market risk. All
other BHCs and FDIC-supervised banks are required to maintain
a minimum Tier 1 Leverage ratio of 4.0%, unless a different
minimum is specified by an appropriate regulatory authority. In
addition, for a depository institution to be considered “well capi-
talized” under the regulatory framework for prompt corrective
action, its Tier 1 Leverage ratio must be at least 5.0%.

CIT is not subject to a Federal Reserve directive to maintain a
higher Tier 1 Leverage ratio. CIT’s Tier 1 Leverage ratio at
December 31, 2010 was 16.2%, exceeding requirements. In con-
nection with the FDIC’s approval in December 2008 of CIT Bank’s
conversion from a Utah industrial bank to a Utah state bank, CIT
Bank committed to maintain a Tier 1 Leverage Ratio of at least
15% for at least three years after conversion. At December 31,
2010, CIT Bank’s Tier 1 leverage ratio was 24.2%.

Basel II Requirements. In 2004, the Basel Committee published a
new capital accord (Basel II) to replace Basel I. Basel II provides
two approaches for setting capital standards for credit risk – an
internal ratings-based approach tailored to individual institutions’
circumstances and a standardized approach that bases risk
weightings on external credit assessments to a much greater
extent than permitted in existing risk-based capital guidelines.
Basel II also sets capital requirements for operational risk and
refines the existing capital requirements for market risk exposures.

The definitive final rule for implementing the advanced
approaches of Basel II in the United States applies only to certain
large or internationally active banking organizations, or “core
banks” – defined as those with consolidated total assets of
$250 billion or more or consolidated on-balance sheet foreign
exposures of $10 billion or more. Other U.S. banking organiza-
tions can elect to adopt the requirements of this rule (if they
meet applicable qualification requirements), but they are not
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required to apply them. The rule also allows a banking organiza-
tion’s primary federal supervisor to determine that the application
of the rule would not be appropriate in light of the bank’s asset
size, level of complexity, risk profile or scope of operations. We
do not meet the thresholds to be a “core bank” and are not
required to comply with the advanced approaches of Basel II. In
July 2008, the agencies issued a proposed rule that would give
banking organizations that do not use the advanced approaches
the option to implement a new risk-based capital framework
which would adopt the standardized approach of Basel II for
credit risk, the basic indicator approach of Basel II for operational
risk, and related disclosure requirements. While this proposed
rule generally parallels the relevant approaches under Basel II, it
diverges where United States markets have unique characteristics
and risk profiles. Comments on the proposed rule were due to
the agencies by October 2008, but a definitive final rule has not
been issued.

The Dodd-Frank Act requires the Federal Reserve Board, the
OCC and the FDIC to adopt regulations imposing a continuing
“floor” of the Basel I-based capital requirements in cases where
the Basel II-based capital requirements and any changes in
capital regulations resulting from Basel III (see below) otherwise
would permit lower requirements. In December 2010, the Federal
Reserve Board, the OCC and the FDIC issued a joint notice of
proposed rulemaking that would implement this requirement.

Basel III Requirements. In December 2010, the Basel Committee
released its final framework for strengthening international capital
and liquidity regulation, now officially identified by the Basel
Committee as “Basel III”. Basel III, when implemented by the U.S.
banking agencies and fully phased-in, will require BHCs and their
bank subsidiaries to maintain substantially more capital, with a
greater emphasis on common equity.

The Basel III final capital framework, among other things, (i) intro-
duces as a new capital measure “Common Equity Tier 1” (CET1),
(ii) specifies that Tier 1 capital consists of CET1 and “Additional
Tier 1 capital” instruments meeting specified requirements,
(iii) defines CET1 narrowly by requiring that most adjustments to
regulatory capital measures be made to CET1 and not to the
other components of capital and (iv) expands the scope of the
adjustments as compared to existing regulations.

When fully phased in on January 1, 2019, Basel III will require
banks to maintain (i) as a newly adopted international standard, a
minimum ratio of CET1 to risk-weighted assets of at least 4.5%,
plus a 2.5% “capital conservation buffer” (which is added to the
4.5% CET1 ratio as that buffer is phased in, effectively resulting in
a minimum ratio of CET1 to risk-weighted assets of at least 7%),
(ii) a minimum ratio of Tier 1 capital to risk-weighted assets of at
least 6.0%, plus the capital conservation buffer (which is added to
the 6.0% Tier 1 capital ratio as that buffer is phased in, effectively
resulting in a minimum Tier 1 capital ratio of 8.5% upon full
implementation), (iii) a minimum ratio of Total (that is, Tier 1 plus
Tier 2) capital to risk-weighted assets of at least 8.0%, plus the
capital conservation buffer (which is added to the 8.0% total
capital ratio as that buffer is phased in, effectively resulting in a
minimum total capital ratio of 10.5% upon full implementation)
and (iv) as a newly adopted international standard, a minimum
Tier 1 Leverage ratio of 3%, calculated as the ratio of Tier 1

capital to balance sheet exposures plus certain off-balance sheet
exposures (as the average for each quarter of the month-end
ratios for the quarter).

Basel III also provides for a “countercyclical capital buffer,” gen-
erally to be imposed when national regulators determine that
excess aggregate credit growth becomes associated with a
buildup of systemic risk, that would be a CET1 add-on to the
capital conservation buffer in the range of 0% to 2.5% when fully
implemented (potentially resulting in total buffers of between
2.5% and 5%).

The aforementioned capital conservation buffer is designed to
absorb losses during periods of economic stress. Banking institu-
tions with a ratio of CET1 to risk-weighted assets above the
minimum but below the conservation buffer (or below the com-
bined capital conservation buffer and countercyclical capital
buffer, when the latter is applied) will face constraints on divi-
dends, equity repurchases and compensation based on the
amount of the shortfall.

The implementation of the Basel III final framework will com-
mence January 1, 2013. On that date, banking institutions will be
required to meet the following minimum capital ratios:

- 3.5% CET1 to risk-weighted assets.
- 4.5% Tier 1 capital to risk-weighted assets.
- 8.0% Total capital to risk-weighted assets.

The Basel III final framework provides for a number of new
deductions from and adjustments to CET1. These include, for
example, the requirement that mortgage servicing rights,
deferred tax assets dependent upon future taxable income and
significant investments in non-consolidated financial entities be
deducted from CET1 to the extent that any one such category
exceeds 10% of CET1 or all such categories in the aggregate
exceed 15% of CET1.

Implementation of the deductions and other adjustments to
CET1 will begin on January 1, 2014 and will be phased-in over a
five-year period (20% per year). The implementation of the
capital conservation buffer will begin on January 1, 2016 at
0.625% and be phased in over a four-year period (increasing by
that amount on each subsequent January 1, until it reaches 2.5%
on January 1, 2019).

The U.S. banking agencies have indicated informally that they
expect to propose regulations implementing Basel III in mid-
2011, with final adoption of implementing regulations in
mid-2012. Notwithstanding its release of the Basel III framework
as a final framework, the Basel Committee is considering further
amendments to Basel III, including the imposition of additional
capital surcharges on globally systemically important financial
institutions. In addition to Basel III, Dodd-Frank requires or
permits the Federal banking agencies to adopt regulations
affecting banking institutions’ capital requirements in a number of
respects, including potentially more stringent capital require-
ments for systemically important financial institutions.
Accordingly, the regulations ultimately applicable to CIT and CIT
Bank may be substantially different from the Basel III final frame-
work as published in December 2010.
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Liquidity Requirements

Historically, regulation and monitoring of bank and BHC liquidity
has been addressed as a supervisory matter, without required
formulaic measures. The Basel III final framework requires banks
and BHCs to measure their liquidity against specific liquidity tests
that, although similar in some respects to liquidity measures his-
torically applied by banks and regulators for management and
supervisory purposes, going forward will be required by regula-
tion. One test, referred to as the liquidity coverage ratio (LCR), is
designed to ensure that the banking entity maintains an ade-
quate level of unencumbered high-quality liquid assets equal to
the entity’s expected net cash outflow for a 30-day time horizon
(or, if greater, 25% of its expected total cash outflow) under an
acute liquidity stress scenario. The other, referred to as the net
stable funding ratio (NSFR), is designed to promote more
medium- and long-term funding of the assets and activities of
banking entities over a one-year time horizon. These require-
ments will incent banking entities to increase their holdings of
U.S. Treasury securities and other sovereign debt as a component
of assets and increase the use of long-term debt as a funding
source. The LCR would be implemented subject to an observa-
tion period beginning in 2011, but would not be introduced as a
requirement until January 1, 2015, and the NSFR would not be
introduced as a requirement until January 1, 2018. These new
standards are subject to further rulemaking and their terms may
well change before implementation.

Prompt Corrective Action

The Federal Deposit Insurance Corporation Improvement Act of
1991 (FDICIA), among other things, establishes five capital cate-
gories for FDIC-insured banks: well capitalized, adequately
capitalized, undercapitalized, significantly undercapitalized and
critically undercapitalized. A depository institution is deemed to
be “well capitalized,” the highest category, if it has a total capital
ratio of 10% or greater, a Tier 1 capital ratio of 6% or greater and
a Tier 1 leverage ratio of 5% or greater and is not subject to any
order or written directive by any such regulatory authority to
meet and maintain a specific capital level for any capital measure.
Our Bank’s capital ratios were all in excess of minimum guidelines
at December 31, 2010. Neither CIT nor CIT Bank is subject to any
order or written agreement regarding any capital requirements,
but each has committed to its principal regulator to maintain
certain capital ratios above the minimum requirement.

FDICIA requires the applicable federal regulatory authorities to
implement systems for “prompt corrective action” for insured
depository institutions that do not meet minimum requirements.
FDICIA imposes progressively more restrictive constraints on
operations, management and capital distributions, as the capital
category of an institution declines. Undercapitalized depository
institutions are required to submit a capital restoration plan.
Although prompt corrective action regulations apply only to
depository institutions and not to BHCs, the holding company
must guarantee the plan in certain circumstances. The liability of
the parent holding company under any such guarantee is limited
to the lesser of five percent of the bank’s assets at the time it
became “undercapitalized” or the amount needed to comply.
The parent holding company might also be liable for civil money
damages for failure to fulfill that guarantee. In the event of the
bankruptcy of the parent holding company, such guarantee would
take priority over the parent’s general unsecured creditors.

Regulators take into consideration: (a) concentrations of credit
risk, (b) interest rate risk, and (c) risks from non-traditional activi-
ties, as well as an institution’s ability to manage those risks, when
determining capital adequacy. This evaluation is made during the
institution’s safety and soundness examination. An institution may
be downgraded to, or deemed to be in, a capital category that is
lower than is indicated by its capital ratios if it is determined to
be in an unsafe or unsound condition or if it receives an unsatis-
factory examination rating with respect to certain matters. Under
these guidelines, CIT Bank was considered well capitalized as of
December 31, 2010.

Heightened Prudential Requirements on Large Bank Holding
Companies

The Dodd-Frank Act creates a new systemic risk oversight body,
the Financial Stability Oversight Council (FSOC), to identify,
monitor and address potential threats to U.S. financial stability.
Additionally, the Dodd-Frank Act imposes heightened prudential
requirements on BHCs with at least $50 billion in total consoli-
dated assets, including CIT, and requires the FRB to establish
prudential standards for those large BHCs that are more stringent
than those applicable to other BHCs, including standards for risk-
based capital requirements and leverage limits, liquidity,
risk-management requirements, resolution plan and credit expo-
sure reporting, and concentration. The FRB has discretionary
authority to establish additional prudential standards, on its own
or at the FSOC’s recommendation, regarding contingent capital,
enhanced public disclosures, short-term debt limits, and other-
wise as it deems appropriate.

The Dodd-Frank Act requires the FRB to conduct annual analyses
of such BHCs to evaluate whether the companies have sufficient
capital on a total consolidated basis necessary to absorb losses
as a result of adverse economic conditions. In addition, large
BHCs, including CIT, must conduct similar so-called “stress tests”
twice a year. Furthermore, large BHCs are required to maintain a
debt-to-equity ratio of no more than 15 to 1 if the FSOC deter-
mines that the company poses a grave threat to the financial
stability of the U.S. and the imposition of such requirement is
necessary to mitigate the posed threat.

Acquisitions, Interstate Banking and Branching

BHCs are required to obtain prior approval of the FRB before
acquiring more than five percent of any class of voting stock of
any non-affiliated bank. Pursuant to the Riegle-Neal Interstate
Banking and Branching Efficiency Act of 1994 (the “Interstate
Act”), a BHC may acquire banks in states other than its home
state even if the acquisition is not permitted under state law, but
subject to any state requirement that the bank has been organ-
ized and operating for a minimum period of time, not to exceed
five years, and the requirement that the BHC, prior to and fol-
lowing the proposed acquisition, control no more than 10% of the
total amount of deposits of insured depository institutions in the
U.S. and no more than 30% of such deposits in that state (or such
amount as established by state law if such amount is lower than
30%). Under the Dodd-Frank Act, the standards for a bank or
BHC that seeks to acquire another bank outside its home state
were increased to require the acquiring entity to be well-capital-
ized and well-managed, rather than adequately-capitalized and
adequately-managed. In addition, the Dodd-Frank Act restricts
BHCs from consummating an interstate merger transaction if the
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resulting institution would control more than 10% of the total
amount of deposits of insured depository institutions in the
United States, unless the interstate merger transaction involves
one or more insured depository institutions in default or in
danger of default or in receipt of FDIC assistance.

The Interstate Act also authorizes banks to acquire branch offices
outside their home states by merging with out-of-state banks,
purchasing branches in other states, or establishing de novo
branches in other states, thereby creating interstate branching.
Under the Dodd-Frank Act, states are no longer permitted to
limit the ability of out-of-state banks to purchase branches or
establish de novo branches or to restrict interstate mergers, and
a bank can locate a branch in another state if that other state
allows its own state banks to establish branches.

The FRB must approve certain additional capital contributions to
an existing non-U.S. investment and certain direct and indirect
acquisitions by CIT of an interest in a non-U.S. company,
including in a foreign bank, as well as the establishment by CIT
Bank of foreign branches in certain circumstances. Additionally,
the Dodd-Frank Act requires that a BHC with total consolidated
assets equal to or greater than $50 billion give the Federal
Reserve written notice before acquiring direct or indirect owner-
ship or control of any voting shares of any company having total
consolidated assets of $10 billion or more.

Dividends

CIT Group Inc. is a legal entity separate and distinct from CIT
Bank and other subsidiaries. CIT Group Inc., parent of CIT Bank
and our other subsidiaries, provides a significant amount of
funding to its subsidiaries, which is generally recorded as inter-
company loans. Most of CIT Group Inc.’s revenue is interest on
intercompany loans from its subsidiaries, including CIT Bank.
Cash can be transferred to CIT Group Inc. by its subsidiaries,
including CIT Bank, through the repayment of intercompany debt
or the payment of dividends. CIT Bank is subject to various regu-
latory policies and requirements relating to the payment of
dividends. The appropriate federal regulatory authority is author-
ized to determine under certain circumstances relating to the
financial condition of a bank or BHC that the payment of divi-
dends would be an unsafe or unsound practice and to limit or
prohibit payment. Under the terms of the Written Agreement,
dated August 12, 2009, between CIT and the FRBNY, CIT cannot
declare or pay dividends on common stock without the prior
written consent of the FRBNY and the Director of the Division of
Banking Supervision of the FRB.

The ability of CIT Group Inc. to pay dividends on common stock
may be affected by various minimum capital requirements, partic-
ularly the capital and non-capital standards established under
FDICIA. The right of CIT Group Inc., our stockholders, and our
creditors to participate in any distribution of the assets or earn-
ings of its subsidiaries is further subject to prior claims of
creditors of CIT Bank and other subsidiaries.

Federal and state laws impose limitations on the payment of divi-
dends by our bank subsidiary. The amount of dividends that may
be paid by a state-chartered bank that is not a member bank of
the Federal Reserve System, such as CIT Bank, is limited to the
lesser of the amounts calculated under a “recent earnings” test
and an “undivided profits” test. Under the recent earnings test, a

dividend may not be paid if the total of all dividends declared by
a bank in any calendar year is in excess of the current year’s net
income combined with the retained net income of the two pre-
ceding years, unless the bank obtains the approval of its
chartering authority. Under the undivided profits test, a dividend
may not be paid in excess of a bank’s “undivided profits”. Utah
law imposes similar limitations on Utah state banks. Under the
terms of the Cease and Desist Orders, each dated July 16, 2009,
issued by the FDIC and the UDFI to CIT Bank, CIT Bank cannot
declare or pay dividends on its common stock or any other form
of payment representing a reduction in capital without the prior
written consent of the Regional Director of the FDIC’s San
Francisco Regional Office.

It is also the policy of the FRB that a BHC generally only pay divi-
dends on common stock out of net income available to common
shareholders over the past year and only if the prospective rate of
earnings retention appears consistent with capital needs, asset
quality, and overall financial condition. In the current financial and
economic environment, the FRB indicated that BHCs should not
maintain high dividend pay-out ratios unless both asset quality
and capital are very strong. A BHC should not maintain a divi-
dend level that places undue pressure on the capital of bank
subsidiaries, or that may undermine the BHC’s ability to serve as
a source of strength.

Under temporary guidance issued by the FRB in November 2010,
BHCs, such as CIT, should consult with the FRB before taking any
actions that could result in a diminished capital base, including
increasing dividends. The FRB will assess the BHC’s capital ade-
quacy based on capital plans and stress tests as submitted by the
BHC. The FRB will review the capital plans, including dividend
policies, against, among other things, the BHC’s ability to achieve
Basel III capital ratio requirements referred to above as they are
phased in by U.S. regulators and any potential impact of the
Dodd-Frank Act on the company’s risk profile, business strategy,
corporate structure or capital adequacy. The FRB’s current guid-
ance provides that, for large BHCs like us, dividend payout ratios
exceeding 30% of after-tax net income will receive particularly
close scrutiny.

U.S. Treasury’s TARP Capital Purchase Program

On December 31, 2008, CIT issued $2.3 billion of preferred stock
and a warrant to purchase its common stock to the U.S. Treasury
as a participant in the TARP Capital Purchase Program. Under the
Company’s Plan of Reorganization, which was approved by the
U.S. Bankruptcy Court on December 8, 2009, CIT issued contin-
gent value rights (CVR’s) to the U.S. Treasury in exchange for the
$2.3 billion preferred stock and warrant previously issued, which
were cancelled. The CVR’s expired without any value on
February 8, 2010.

Source of Strength

The FRB has historically expected BHCs such as CIT to serve as a
source of strength to subsidiary banks and to commit capital and
other financial resources. The Dodd-Frank Act codifies this policy
as a statutory requirement and extends it to all insured deposi-
tory institution subsidiaries, beginning on July 21, 2011, subject
to a six month extension. This support may be required at times
when CIT may not be able to provide such support without
adversely affecting its ability to meet other obligations. If CIT is
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unable to provide such support, the FRB could instead require
the divestiture of CIT Bank and impose operating restrictions
pending the divestiture. Similarly, under the cross-guarantee pro-
visions of the Federal Deposit Insurance Act, if a loss is suffered
or anticipated by the FDIC either as a result of the failure of a
bank subsidiary or related to FDIC assistance provided to such
subsidiary in danger of failure, the other banking subsidiaries may
be assessed for the FDIC’s loss, subject to certain exceptions.

Enforcement Powers of Federal Banking Agencies

The Federal Reserve and other U.S. banking agencies have broad
enforcement powers with respect to an insured depository institu-
tion and its holding company, including the power to impose
cease and desist orders, substantial fines and other civil penal-
ties, terminate deposit insurance, and appoint a conservator or
receiver. Failure to comply with applicable laws or regulations
could subject CIT Group Inc. or CIT Bank, as well as their officers
and directors, to administrative sanctions and potentially substan-
tial civil and criminal penalties.

Orderly Liquidation Authority

The Dodd-Frank Act creates the Orderly Liquidation Authority
(OLA), a resolution regime for systemically important non-bank
financial companies, including BHCs, under which the FDIC may
be appointed receiver to liquidate such a company if the
company is in danger of default and presents a systemic risk to
U.S. financial stability. This determination must come after super-
majority recommendations by the FRB and the FDIC and
consultation between the Treasury Secretary and the President.
This resolution authority is similar to the FDIC resolution model
for depository institutions, with certain modifications to reflect
differences between depository institutions and non-financial
companies and to reduce disparities between the treatment of
creditors’ claims under the U.S. Bankruptcy Code and in an
orderly liquidation authority proceeding compared to those that
would exist under the resolution model for insured depository
institutions.

An Orderly Liquidation Fund will fund OLA liquidation proceed-
ings through borrowings from the Treasury Department and
risk-based assessments made, first, on entities that received more
in the resolution than they would have received in liquidation to
the extent of such excess, and second, if necessary, on BHCs with
total consolidated assets of $50 billion or more, such as CIT. If an
orderly liquidation is triggered, CIT could face assessments for
the Orderly Liquidation Fund. We do not yet have an indication
of the level of such assessments.

FDIC Deposit Insurance

Deposits of CIT Bank are insured by the FDIC and subject to
premium assessments. Prior to enactment of the Dodd-Frank Act,
FDIC deposit insurance premiums were assessed on deposits
held in the U.S. and are risk based, resulting in higher premium
assessments to banks that have lower capital ratios or higher risk
profiles. These risk profiles take into account findings by the
primary banking regulator through its examination and supervi-
sion of the bank. A negative evaluation by the FDIC could
increase costs to a bank and result in an aggregate cost of
deposit funds higher than that of competing banks. The Dodd-
Frank Act requires the FDIC to amend the assessment base for

federal deposit insurance to use average total assets less tangible
equity to calculate deposit insurance premiums, which will likely
increase deposit insurance premiums for CIT Bank.

In November 2009, the FDIC issued a rule that required all
insured depository institutions, with limited exceptions, to prepay
their estimated quarterly risk-based assessments for the fourth
quarter of 2009 and for all of 2010, 2011 and 2012. As of
December 31, 2009, and each quarter thereafter, each insured
institution will be required to record an expense for its regular
quarterly assessment and an offsetting credit to the prepaid
assessment until the prepaid asset is exhausted. Once the asset is
exhausted, the institution will resume paying and accounting for
quarterly deposit insurance assessments as it currently does. Any
further special assessments that the FDIC levies will be recorded
as an expense during the appropriate period.

In October 2010, the FDIC adopted a new Deposit Insurance
Fund (DIF) restoration plan to ensure that the fund reserve ratio
reaches 1.35% by September 30, 2020, as required by the Dodd-
Frank Act. Under the new restoration plan, the FDIC decided to
maintain the current schedule of assessment rates for all deposi-
tory institutions. At least semi-annually, the FDIC will update its
loss and income projections for the fund and, if needed, will
increase or decrease assessment rates, following notice-and-
comment rulemaking if required.

In February 2011, the FDIC issued a final rule that changes the
deposit insurance assessment base from total domestic deposits
to average total assets minus average tangible equity, as required
by the Dodd-Frank Act, effective April 1, 2011. The FDIC also
issued a final rule that revises the deposit insurance assessment
system for large institutions and creates a two scorecard system,
one for most large institutions, that have more than $10 billion in
assets and another for “highly complex” institutions that have
over $50 billion in assets and are fully owned by a parent with
over $500 billion in assets. Each scorecard will have a perform-
ance score and a loss-severity score that will be combined to
produce a total score, which will be translated into an initial
assessment rate. In calculating these scores, the FDIC will continue
to utilize CAMELS ratings, will introduce certain new financial
measures to assess an institution’s ability to withstand asset-
related stress and funding-related stress, and will eliminate the
use of risk categories and long-term debt issuer ratings. The
FDIC will also have the ability to make discretionary adjustments
to the total score, up or down, by a maximum of 15 points, based
upon significant risk factors that are not adequately captured in
the scorecard. The total score will translate to an initial base
assessment rate on a non-linear, sharply-increasing scale.

For large institutions, including CIT Bank, the initial base assess-
ment rate will range from 5 to 35 basis points on an annualized
basis (basis points representing cents per $100 of assessable
assets). After the effect of potential base rate adjustments, the
total base assessment rate could range from 2.5 to 45 basis
points on an annualized basis. The potential adjustments to an
institution’s initial base assessment rate include (i) a potential
decrease of up to 5 basis points for certain long-term unsecured
debt (unsecured debt adjustment) and, except for well-capital-
ized institutions with a CAMELS rating of 1 or 2, (ii) a potential
increase of up to 10 basis points for brokered deposits in excess
of 10% of domestic deposits (brokered deposit adjustment). As
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the DIF reserve ratio grows, the rate schedule will be adjusted
downward. Additionally, the rule includes a new adjustment for
depository institution debt whereby an institution will pay an
additional premium equal to 50 basis points on every dollar
(above 3% of an institution’s Tier 1 capital) of long-term, unse-
cured debt held that was issued by another insured depository
institution (excluding debt guaranteed under the Temporary
Liquidity Guarantee Program).

Under the FDIA, the FDIC may terminate deposit insurance upon
a finding that the institution has engaged in unsafe and unsound
practices, is in an unsafe or unsound condition to continue opera-
tions, or has violated any applicable law, regulation, rule, order or
condition imposed by the FDIC.

Transactions with Affiliates

Transactions between CIT Bank and CIT Group Inc. and its
subsidiaries and affiliates are regulated by the FRB and the FDIC
pursuant to Sections 23A and 23B of the Federal Reserve Act.
These regulations limit the types and amounts of transactions
(including loans to and credit extensions from CIT Bank) that may
take place and generally require those transactions to be on an
arms-length basis and, in the case of extensions of credit, be
secured by specified amounts and types of collateral. Effective
July 2011, the Dodd-Frank Act significantly expands the coverage
and scope of the limitations on affiliate transactions within a
banking organization and changes the procedure for seeking
exemptions from these restrictions. These regulations generally
do not apply to transactions between CIT Bank and its subsidiaries.

In 2009, pursuant to an application filed with the Federal Reserve
for an exemption from Section 23A, CIT transferred approxi-
mately $5.7 billion of student loan assets and related debt to CIT
Bank. In connection with this transfer, CIT is required to repur-
chase any transferred assets that become past due, to reimburse
CIT Bank for credit-related losses due to the transferred assets, or
to pledge collateral to CIT Bank to protect it against credit-
related losses. CIT does not have any other applications pending
to request an exemption from Section 23A to transfer financing
and leasing assets to CIT Bank. However, we anticipate
requesting permission during 2011 to transfer certain origination
and servicing platforms into CIT Bank.

The Dodd-Frank Act will require us to prepare and provide to regu-
lators a resolution plan (a so-called “living will”) that must, among
other things, ensure that our depository institution subsidiaries are
adequately protected from risks arising from our other subsidiaries.
The establishment and maintenance of this resolution plan may, as
a practical matter, present additional constraints on transactions
between our bank and non-bank subsidiaries.

Safety and Soundness Standards

FDICIA requires the federal bank regulatory agencies to pre-
scribe standards, by regulations or guidelines, relating to internal
controls, information systems and internal audit systems, loan
documentation, credit underwriting, interest rate risk exposure,
asset growth, asset quality, earnings, stock valuation and 
compensation, fees and benefits, and such other operational
and managerial standards as the agencies deem appropriate.
Guidelines adopted by the federal bank regulatory agencies
establish general standards relating to internal controls and

information systems, internal audit systems, loan documentation,
credit underwriting, interest rate exposure, asset growth and
compensation, fees and benefits. In general, the guidelines
require, among other things, appropriate systems and practices
to identify and manage the risk and exposures specified in the
guidelines. The guidelines prohibit excessive compensation as
an unsafe and unsound practice and describe compensation as
excessive when the amounts paid are unreasonable or dispro-
portionate to the services performed by an executive officer,
employee, director or principal stockholder. In addition, the
agencies adopted regulations that authorize, but do not require,
an agency to order an institution that has been given notice by
an agency that it is not satisfying any of such safety and sound-
ness standards to submit a compliance plan. If, after being so
notified, an institution fails to submit an acceptable compliance
plan or fails in any material respect to implement an acceptable
compliance plan, the agency must issue an order directing action
to correct the deficiency and may issue an order directing other
actions of the types to which an undercapitalized institution is
subject under the “prompt corrective action” provisions of the
FDIA. See “Prompt Corrective Action” above. If an institution
fails to comply with such an order, the agency may seek to
enforce such order in judicial proceedings and to impose civil
money penalties.

Insolvency of an Insured Depository Institution

If the FDIC is appointed the conservator or receiver of an insured
depository institution, upon its insolvency or in certain other
events, the FDIC has the power:

- to transfer any of the depository institution’s assets and liabili-
ties to a new obligor without the approval of the depository
institution’s creditors;

- to enforce the terms of the depository institution’s contracts
pursuant to their terms; or

- to repudiate or disaffirm any contract or lease to which the
depository institution is a party, the performance of which is
determined by the FDIC to be burdensome and the disaffir-
mance or repudiation of which is determined by the FDIC to
promote the orderly administration of the depository institution.

In addition, under federal law, the claims of holders of deposit
liabilities, including the claims of the FDIC as the guarantor of
insured depositors, and certain claims for administrative expenses
against an insured depository institution would be afforded
priority over other general unsecured claims against such an
institution, including claims of debt holders of the institution, in
the liquidation or other resolution of such an institution by any
receiver. As a result, whether or not the FDIC ever sought to
repudiate any debt obligations of CIT Bank, the debt holders
would be treated differently from, and could receive, if anything,
substantially less than, CIT Bank’s depositors.

Community Reinvestment Act and Fair Lending Laws

The Community Reinvestment Act of 1977 (CRA) requires deposi-
tory institutions to assist in meeting the credit needs of their
market areas consistent with safe and sound banking practice.
Under the CRA, each depository institution is required to help
meet the credit needs of its market areas by, among other things,
providing credit to low- and moderate-income individuals and
communities. Depository institutions are periodically examined
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for compliance with the CRA and are assigned ratings. In order
for a financial holding company to commence any new activity
permitted by the BHC Act, or to acquire any company engaged
in any new activity permitted by the BHC Act, each insured
depository institution subsidiary of the financial holding company
must have received a rating of at least “satisfactory” in its most
recent examination under the CRA. Furthermore, banking regula-
tors take into account CRA ratings when considering approval of
a proposed transaction.

Incentive Compensation

In June 2010, the FRB and the FDIC issued comprehensive final
guidance on incentive compensation policies intended to ensure
that the incentive compensation policies of banking organizations
do not undermine the safety and soundness of such organizations
by encouraging excessive risk-taking. The guidance, which covers
all employees that have the ability to materially affect the risk
profile of an organization, either individually or as part of a group,
is based upon the key principles that a banking organization’s
incentive compensation arrangements should (i) provide incen-
tives that do not encourage risk-taking beyond the organization’s
ability to effectively identify and manage risks, (ii) be compatible
with effective internal controls and risk management, and (iii) be
supported by strong corporate governance, including active and
effective oversight by the organization’s board of directors.

The Dodd-Frank Act

The Dodd-Frank Act significantly restructures the financial regula-
tory regime in the United States, including through the creation
of a new systemic risk oversight body, the FSOC. The FSOC will
oversee and coordinate the efforts of the primary U.S. financial
regulatory agencies (including the Federal Reserve, the SEC, the
CFTC and the FDIC) in establishing regulations to address finan-
cial stability concerns. The Dodd-Frank Act directs the FSOC to
make recommendations to the FRB as to supervisory require-
ments and prudential standards applicable to systemically
important financial institutions, including capital, leverage, liquidity
and risk-management requirements. The Dodd-Frank Act
mandates that the requirements applicable to systemically
important financial institutions be more stringent than those
applicable to other financial companies.

In addition to the framework for systemic risk oversight imple-
mented through the FSOC, the Dodd-Frank Act broadly affects
the financial services industry by creating a resolution authority,
mandating higher capital and liquidity requirements, requiring
banks to pay increased fees to regulatory agencies, and through
numerous other provisions aimed at strengthening the sound
operation of the financial services sector. Many of the Dodd-
Frank Act’s provisions could affect our ability to conduct our
business, particularly with respect to the cost of capital. In
addition to the effects noted above, some of the effects of the
Dodd-Frank Act on our business include:

- Imposition of additional costs and fees, including fees to be set
by the Federal Reserve and charged to “systemically significant
institutions” to cover the cost of regulating such institutions
and any FDIC assessment made to cover the costs of any
regular or special examination of CIT Bank or its affiliates;

- Establishment of a consumer financial protection bureau with
broad authority to implement new consumer protection

regulations and to examine and enforce compliance with
federal consumer laws;

- Prohibition of “proprietary trading” and limitation of the spon-
sorship of, and investment in, hedge funds and private equity
funds by banking entities, including BHCs, such as CIT;

- Establishment of new derivatives standards to require greater
transparency in over-the-counter derivatives markets and
prohibiting insured depository institutions from conducting
significant swaps-related activities;

- Requirement that any firm that organizes or initiates an asset-
backed security transaction must retain a portion of the
credit risk;

- Requirement that the SEC, the Federal Reserve and other
agencies jointly issue rules requiring enhanced reporting and
regulation of incentive-based compensation structures at
regulated entities, including BHCs, banks, registered broker-
dealers, and registered investment advisors;

- Requirement that shareholders be permitted to cast (i) a non-
binding vote on the Company’s executive compensation at
least once every three years and (ii) a non-binding vote on all
compensation paid or payable to named executive officers
related to any merger, acquisition or major assets sale in any
proxy statement filed in connection with such transactions; and

- Requirement that the SEC issue rules requiring companies to
develop claw-back policies to recoup all incentive based com-
pensation paid to current or former executives during the three
years on which a restatement is required when a company must
restate its financial statements due to material noncompliance
with any financial reporting requirement.

Many provisions in the Dodd-Frank Act remain subject to regula-
tory rule-making and implementation, the effects of which are not
yet known. In addition, further legislative and regulatory changes
are still being considered, including the so called “bank tax” on
institutions with greater than $50 billion in assets, such as CIT.

The provisions of the Dodd-Frank Act and any rules adopted to
implement those provisions as well as any additional legislative or
regulatory changes may impact the profitability of our business
activities, require us to change certain of our business practices,
materially affect our business model or affect retention of key
personnel, require us to raise additional regulatory capital,
including additional Tier 1 capital, or expose us to additional
costs (including increased compliance costs). These and other
changes may also require us to invest significant management
attention and resources to make any necessary changes and may
adversely affect our ability to conduct our business as previously
conducted or our results of operations or financial condition.

Other Regulation

In addition to U.S. banking regulation, our operations are subject
to supervision and regulation by other federal, state, and various
foreign governmental authorities. Additionally, our operations
may be subject to various laws and judicial and administrative
decisions. This oversight may serve to:

- regulate credit granting activities, including establishing
licensing requirements, if any, in various jurisdictions;

- establish maximum interest rates, finance charges and other
charges;

- regulate customers’ insurance coverages;
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- require disclosures to customers;
- govern secured transactions;
- set collection, foreclosure, repossession and claims handling

procedures and other trade practices;
- prohibit discrimination in the extension of credit and adminis-

tration of loans; and
- regulate the use and reporting of information related to a bor-

rower’s credit experience and other data collection.

Changes to laws of states and countries in which we do business
could affect the operating environment in substantial and unpre-
dictable ways. We cannot accurately predict whether such
changes will occur or, if they occur, the ultimate effect they would
have upon our financial condition or results of operations.

GLOSSARY OF TERMS

Accretable / Non-accretable fresh start accounting adjustments
reflect components of the fair value adjustments to assets and
liabilities. Accretable adjustments flow through the related line
items on the statement of operations (interest income, interest
expense, other income and depreciation expense) on a regular
basis over the remaining life of the asset or liability. These prima-
rily relate to interest adjustments on loans and leases, as well as
debt. Non-accretable adjustments, for instance credit related
write-downs on loans, become adjustments to the basis of the
asset and flow back through the statement of operations only
upon the occurrence of certain events, such as repayment.

Average Earning Assets (AEA) is computed using month end bal-
ances and is the average of finance receivables (defined below),
operating lease equipment, and financing and leasing assets held
for sale, less the credit balances of factoring clients. We use this
average for certain key profitability ratios, including return on
AEA and Net Finance Revenue as a percentage of AEA.

Average Finance Receivables (AFR) is computed using month end
balances and is the average of finance receivables (defined
below) and includes loans and finance leases. It excludes oper-
ating lease equipment. We use this average to measure the rate
of net charge-offs on an owned basis for the period.

Delinquent loan categorization occurs when payment is not
received when contractually due. Delinquent loans trends are used
as a gauge of potential portfolio degradation or improvement.

Derivative Contract is a contract whose value is derived from a
specified asset or an index, such as an interest rate or a foreign
currency exchange rate. As the value of that asset or index
changes, so does the value of the derivative contract. We use
derivatives to reduce interest rate, foreign currency or credit risks.
The derivative contracts we use include interest-rate swaps, cross-
currency swaps, foreign exchange forward contracts, and credit
default swaps.

Finance Receivables include loans and capital lease receivables.
In certain instances, we use the term “Loans” to also mean loans
and capital lease receivables, as presented on the balance sheet.

Financing and Leasing Assets include finance receivables, oper-
ating lease equipment, and assets held for sale.

Fresh Start Accounting (“FSA”) was adopted upon emergence
from bankruptcy. Fresh-start accounting recognizes that CIT has a
new enterprise value following its emergence from bankruptcy
and requires asset values to be remeasured using fair value in
accordance with accounting requirements for business combina-

tions. The excess of reorganization value over the fair value of
tangible and intangible assets was recorded as goodwill. In addi-
tion, fresh-start accounting also requires that all liabilities, other
than deferred taxes, be stated at fair value. Deferred taxes are
determined in conformity with accounting requirements for
Income Taxes.

Interest income includes interest earned on finance receivables,
cash balances and dividends on investments.

Lease – capital and finance is an agreement in which the party
who owns the property (lessor), CIT in our finance business,
permits another party (lessee), our customers, to use the property
with substantially all of the economic benefits and risks of owner-
ship passed to the lessee.

Lease – operating is a lease in which we retain beneficial owner-
ship of the asset, collect rental payments, recognize depreciation
on the asset, and retain the risks of ownership, including obsoles-
cence.

Lower of Cost or Market (LOCOM) relates to the carrying value of
an asset. The cost refers to the current book balance, and if that
balance is higher than the market value, an impairment charge is
reflected in the current period statement of operations.

Net Finance Revenue is a non-GAAP measurement and reflects
Net Interest Revenue plus rental income on operating leases less
depreciation on operating lease equipment, which is a direct cost
of equipment ownership. This subtotal is a key measure in the
evaluation of our business.

Net Interest Revenue reflects interest and fees on loans and
interest/dividends on investments less interest expense on
deposits and long term borrowings.

Non-accrual Assets include any asset which is maintained on a
cash basis because of deterioration in the financial position of the
borrower, any asset for which payment in full of interest or prin-
cipal is not expected, or any asset upon which principal or
interest has been in default for a period of 90 days or more
unless it is both well secured and in the process of collection.

Non-performing Assets include non-accrual assets (described above)
and assets received in satisfaction of loans (repossessed assets).

Other Income includes rental income on operating leases, syndi-
cation fees, gains from dispositions of receivables and
equipment, factoring commissions, loan servicing and other fees.
As a result of FSA, recoveries on pre-FSA loan charge-offs are
included in other income.
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Regulatory Credit Classifications used by CIT are as follows:
Pass/Unclassified (loans are not considered a greater than normal
risk); Other Loans Especially Mentioned (loan is currently pro-
tected by sound credit worthiness of the obligor or collateral, but
may contain some weakness creating credit risk); Substandard
(loan is currently inadequately protected by the obligor or collat-
eral and contains some weakness creating credit risk); Doubtful
(collection of entire loan is highly improbable) and Loss (loan will
not be collected resulting in a charge-off).

Reorganization Adjustments, include items directly related to the
reorganization of our business, including gains from the dis-
charge of debt, offset by professional fees and other costs.

Reorganization Equity Value is the value attributed to the new
entity and is generally viewed as the estimated fair value of the
entity considering market valuations of comparable companies,
historical merger and acquisition prices and discounted cash
flow analyses.

Residual Values represent the estimated value of equipment at
the end of the lease term. For operating leases, it is the value to
which the asset is depreciated at the end of its useful economic
life (i.e., “salvage” or “scrap value”).

Risk Weighted Assets (RWA) is the denominator to which Total
Capital and Tier 1 Capital is compared to derive the respective
ratios. RWA is comprised of both on-balance sheet assets and
certain off-balance sheet items (for example loan commitments,
purchase commitments or derivative contracts), all of which are
adjusted by certain risk-weightings based upon, among other
things, the relative credit risk of the counterparty.

Syndication and Sale of Receivables result from originating leases
and receivables with the intent to sell a portion, or the entire
balance, of these assets to other financial institutions. We earn and
recognize fees and/or gains on sales, which are reflected in other
income, for acting as arranger or agent in these transactions.

Tangible Metrics, including tangible capital, exclude goodwill and
other intangible assets. We use tangible metrics in measuring
book value.

Tier 1 Capital and Tier 2 Capital are regulatory capital as defined
in the capital adequacy guidelines issued by the Federal Reserve.
Tier 1 Capital is total stockholders’ equity reduced by goodwill

and intangibles and adjusted by elements of other comprehen-
sive income. Tier 2 Capital consists of, among other things, other
preferred stock that does not qualify as Tier 1, mandatory con-
vertible debt, limited amounts of subordinated debt, other
qualifying term debt, and allowance for credit losses up to 1.25%
of risk weighted assets.

Total Capital is the sum of Tier 1 and Tier 2 capital, subject to
certain adjustments, as applicable.

Total Net Revenue is a non-GAAP measurement and is the com-
bination of net interest revenue and other income less
depreciation expense on operating lease equipment. This
amount excludes provision for credit losses from total revenue
and is a measurement of our revenue growth.

Total Return Swap is a swap where one party agrees to pay the
other the “total return” of a defined underlying asset (e.g., a
loan), usually in return for receiving a stream of LIBOR–based
cash flows. The total returns of the asset, including interest and
any default shortfall, are passed through to the counterparty. The
counterparty is therefore assuming the credit and economic risk
of the underlying asset.

Troubled Debt Restructuring occurs when a lender, for economic or
legal reasons, grants a concession to the borrower related to the
borrower’s financial difficulties that it would not otherwise consider.

Variable Interest Entity (VIE) is a corporation, partnership, limited
liability company, or any other legal structure used to conduct
activities or hold assets. These entities: lack sufficient equity
investment at risk to permit the entity to finance its activities
without additional subordinated financial support from other
parties; have equity owners who either do not have voting rights
or lack the ability to make significant decisions affecting the
entity’s operations; and/or have equity owners that do not have
an obligation to absorb the entity’s losses or the right to receive
the entity’s returns.

Yield-related Fees are collected in connection with our assump-
tion of underwriting risk in certain transactions in addition to
interest income. We recognize yield-related fees, which include
prepayment fees and certain origination fees, in Interest Income
over the life of the lending transaction.
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RISK FACTORS

The operation of our business, our transition to a banking model,
and the effects of the transactions that were effectuated in our
bankruptcy reorganization each involve various elements of risk
and uncertainty. You should carefully consider the risks and uncer-
tainties described below before making a decision whether to
invest in the Company. Additional risks that are presently
unknown to us or that we currently deem immaterial may also
impact our business.

Risks Related to Our Strategy and Business Plan

In 2010, we made significant changes in our senior management
team and our Board of Directors, which may affect our long-
term business strategy and our ability to develop and
implement that strategy. There is no assurance that we will be
able to develop, refine, and implement our business strategy
successfully following the significant changes in our leadership.

John A. Thain was appointed Chairman and Chief Executive
Officer effective February 8, 2010. Beginning in the second
quarter of 2010, Mr. Thain hired a new Chief Administrative
Officer and Head of Strategy, Chief Financial Officer, Controller,
Chief Risk Officer, Chief Credit Officer, Chief Auditor, Executive
Vice President – Banking, and other high level executives to
replace executives who resigned or retired. In addition, the Board
includes six directors who joined since December 2009, and are
serving with Mr. Thain and five incumbent directors. The new
management team and the reconstituted Board of Directors must
either refine and implement the current strategy of transitioning
to a banking model or identify and implement an alternative busi-
ness strategy. As a result of the significant changes in the senior
management team and the Board of Directors, there is no assur-
ance that our business strategy will not change significantly or
that we will be able to successfully implement that strategy.

In light of our capital and funding alternatives, we must con-
tinue refining and implementing our strategy and business plan,
which is based upon assumptions and analyses developed by
us. If these assumptions and analyses prove to be incorrect, we
may be unsuccessful in executing our strategy and business
plan in the time frame available to us, which could have a mate-
rial adverse effect on our business, financial condition, and
results of operation.

We must currently address a number of strategic issues that affect
our business, including capital and liquidity issues, business
strategy issues, and operational issues. Among the capital and liq-
uidity issues, we must address our approach to the capital markets,
including the amount, availability, and cost of both secured and
unsecured debt. If we are unable to gain access to the capital
markets on a cost-effective, sustainable basis, we will have to
rely more heavily on a bank-centric financing model, which involves
significant challenges as described below. See “Risks Related to
Capital and Liquidity.” Among the business strategy issues, we
must address which business platforms to transfer to CIT Bank,
which business platforms to retain at the holding company level,
our funding model, the scope of international operations, and
whether to sell any existing business platforms or acquire any new

platforms. We may from time to time evaluate acquisitions or
divestitures including acquisitions or divestitures which could be
material. Among the operational issues, we must address the
process and scope for upgrading policies, procedures, and
systems. We believe we have a period of time in which to finalize
and implement our strategic decisions, but there is no assurance
that we will be able to do so effectively. In light of this uncertainty,
our new management team will continue to refine our business
plan and strategy and may decide to supplement or modify it in
significant ways. If we are unable to fully implement our business
plan and strategy, it may have a material adverse effect on our
business, results of operations, and financial position.

Our strategy and business plan relies upon assumptions,
analyses, and financial forecasts developed by us, including with
respect to revenue growth, improved earnings before interest,
taxes, depreciation and amortization, improved interest margins,
growth in cash flow, adequate liquidity and financing sources,
improved customer confidence, retention of key employees, and
the overall strength and stability of general economic conditions.
Financial forecasts are inherently subject to many uncertainties
and are necessarily speculative, and it is likely that one or more of
the assumptions and estimates that are the basis of these finan-
cial forecasts will not be accurate. In our case, the forecasts are
even more speculative than normal, because they involve funda-
mental changes in the nature of our business. Accordingly, we
expect that our actual financial condition and results of opera-
tions will differ, perhaps materially, from what we have forecast.
Consequently, there can be no assurance that the results or
developments contemplated by our strategy and business plan
will occur or, if they do occur, that they will have the anticipated
effects on us and our subsidiaries or our businesses or opera-
tions. The failure of any such results or developments to
materialize as anticipated could materially adversely affect the
successful execution of our strategy and business plan. In addition,
the accounting treatment required for our bankruptcy reorganiza-
tion may have an impact on our results going forward.

Risks Related to Capital and Liquidity

If the Company does not maintain sufficient capital to satisfy
the FRBNY, the FDIC and the UDFI, there could be an adverse
effect on the manner in which we do business, or we could
become subject to various enforcement or regulatory actions.

When we became a bank holding company and CIT Bank converted
from a Utah industrial bank to a Utah state bank, we committed to
the FRBNY to maintain a total risk-based capital ratio of at least
13% for the bank holding company and to the FDIC to maintain for
at least a three year period a Tier 1 leverage capital ratio of at least
15% for CIT Bank. Although our capital levels currently exceed the
minimum levels committed to with the regulators, future losses
may reduce our capital levels and we have no assurances that we
will be able to maintain our regulatory capital at satisfactory levels
based on the current level of performance of our business. Failure
to maintain the appropriate capital levels would adversely affect
the Company’s status as a bank holding company, have a material
adverse effect on the Company’s financial condition and results of
operations, and subject the Company to a variety of enforcement
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actions, as well as certain restrictions on its business. In addition to
the requirement to be well-capitalized, the Company and CIT Bank
are subject to regulatory guidelines that involve qualitative judg-
ments by regulators about the entities’ status as well-managed,
about the safety and soundness of the entities’ operations,
including their risk management, and about the entities compliance
with obligations under the Community Reinvestment Act of 1977,
and failure to meet those standards may have a material adverse
effect on our business.

If we incur future losses and as a result do not maintain sufficient
regulatory capital, the FRBNY and the FDIC could take action to
require the Company to divest its interest in CIT Bank or other-
wise limit access to CIT Bank by the Company and its creditors.
The FDIC, in the case of CIT Bank, and the FRBNY, in the case of
the Company, could place restrictions on the ability of CIT Bank
and the Company to take certain actions without the prior
approval of the applicable regulators. If we are unable to imple-
ment our strategy and business plan, including a long-term
funding plan, and access the credit markets to meet our capital
and liquidity needs in the future, or if we otherwise suffer adverse
effects on our liquidity and operating results, we may be subject
to formal and informal enforcement actions by the FRBNY and
the FDIC, we may be forced to divest CIT Bank, and/or CIT Bank
may be placed in FDIC conservatorship or receivership or suffer
other consequences. Such actions could impair our ability to 
successfully execute any strategy and business plan and have a
material adverse effect on our business, results of operations, and
financial position.

Even if we successfully implement our strategy and business
plan, inadequate liquidity could materially adversely affect our
future business operations.

Even if we successfully implement our strategy and business plan,
obtain additional financing from third party sources to continue
operations, and successfully operate our business, our liquidity
may be inadequate to expand our business or upgrade our oper-
ations and we may be required to sell assets or engage in other
capital generating actions over and above our normal financing
activities or cut back or eliminate other programs that are impor-
tant to the future success of our business. In addition, as part of
our business we enter into financial commitments and extend
lines of credit, and our customers and counterparties might
respond to any weakening of our liquidity position by requesting
quicker payment, requiring additional collateral, and increasing
draws on our outstanding commitments and lines of credit. If this
were to happen, our need for cash would be intensified and it
could have a material adverse effect on our business, financial
condition, or results of operations.

Our indebtedness and other obligations continue to be signifi-
cant. If the current economic environment does not improve,
we may not be able to generate sufficient cash flow from oper-
ations to satisfy our obligations as they come due, and as a
result we would need additional funding, which may be difficult
to obtain.

Even if we successfully implement our strategy and business plan
with respect to our capital structure and our businesses, we have a
significant amount of indebtedness and other obligations that were
issued at higher interest rates than current prevailing market rates,

which are likely to have several important consequences. For
example, the amount of indebtedness and other obligations could:

- require us to dedicate a significant portion of our cash flow
from operations to the payment of principal and interest on our
indebtedness and other obligations, which will reduce funds
available for other necessary purposes;

- make it more difficult or impossible for us to satisfy our
obligations;

- limit our ability to withstand competitive pressures;
- limit our ability to fund working capital, capital expenditures,

and other general corporate purposes;
- make us more vulnerable to any continuing downturn in

general economic conditions and adverse developments in our
industry and business; and

- reduce our flexibility in responding to changing business and
economic conditions.

If we are unable to maintain profitability, and/or if current eco-
nomic conditions do not improve in the foreseeable future, we
may not be able to generate sufficient cash flow from operations
in the future to allow us to service our debt, pay our other obliga-
tions as required and make necessary capital expenditures, in
which case we may need to dispose of additional assets and/or
minimize capital expenditures and/or try to raise additional
financing. There is no assurance that any of these alternatives
would be available to us, if at all, on satisfactory terms.

Our debt agreements contain restrictions that may limit flexi-
bility in operating our business.

The Indentures for the Second Lien Notes and, under certain cir-
cumstances, the agreement governing our Amended Credit
Facility (each as defined in “Description of Certain Other
Indebtedness”) contain various covenants that limit our ability to
engage in specified transactions. These covenants limit our and
our subsidiaries’ ability to, among other things:

- incur additional indebtedness;
- pay dividends on, repurchase or make distributions in respect

of our capital stock or make other restricted payments;
- make certain investments;
- sell, transfer or otherwise convey certain assets;
- create liens;
- designate our subsidiaries as unrestricted subsidiaries;
- consolidate, merge, sell, or otherwise dispose of all or substan-

tially all of our assets;
- enter into a new or different line of business; or
- engage in certain transactions with our affiliates.

A breach of any of these covenants could result in a default under
the Second Lien Notes or our Amended Credit Facility and could
result in cross defaults against our other outstanding debt and/or
credit facilities.

Our business may be adversely affected if we do not success-
fully expand our deposit-taking capabilities at CIT Bank, which
is currently restricted from increasing its level of broker
deposits pursuant to the Cease and Desist Orders.

The Company currently has limited access to the unsecured debt
capital markets and may be unable to broaden such access in
the foreseeable future, which will make the Company reliant
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upon bank deposits and secured financing structures to fund its
business in CIT Bank. CIT Bank does not have a retail branch
network and obtains its deposits through brokers. The FDIC and
the UDFI, pursuant to Cease and Desist Orders, restricted the
total amount of broker deposits that CIT Bank may hold, without
the prior written consent of both the FDIC and UDFI. In order to
diversify its deposit-taking capabilities beyond broker deposits,
the Company will need to either establish de novo or acquire a
retail branch network or internet banking operations and/or a
cash management operation for existing customers. Any such
alternatives will require significant time and effort to implement
and will be subject to regulatory approval, which may not be
obtained, particularly if the financial condition of the Company
does not improve. In addition, we are likely to face significant
competition for deposits from stronger bank holding companies
who are similarly seeking larger and more stable pools of
funding. If CIT Bank is unable to expand its deposit-taking capa-
bility, it could have a material adverse effect on our business,
results of operations, and financial position.

Our liquidity and/or ability to issue secured or unsecured debt
in the capital markets likely will be limited by our capital struc-
ture and level of encumbered assets, the performance of our
business, market conditions, credit ratings, or regulatory or
contractual restrictions.

Our traditional business model depended upon access to the
capital markets for unsecured debt (commercial paper, medium-
term notes, and corporate bonds) and secured debt
(securitizations and conduit facilities) to provide liquidity and
efficient funding for asset growth. These markets exhibited
heightened volatility and dramatically reduced liquidity beginning
in 2007, and generally have offered limited availability to us at
economical terms since the fourth quarter of 2007, and may
remain so for the foreseeable future. Downgrades in our short-
and long-term credit ratings in March 2008, April 2009 and June
2009 to below investment grade and ultimately the consumma-
tion of our Plan of Reorganization had the practical effect of
leaving us without access to the commercial paper market and
other unsecured term debt markets.

As a result of these developments, the Company reduced its
funding sources to brokered deposits and secured borrowings,
where available. This resulted in significant additional costs due
to higher interest rates and restrictions on the types of collateral
and advance rates as compared to unsecured funding. Under the
Company’s Amended Credit Facility and Second Lien Notes, it
granted liens on almost all remaining unencumbered assets. The
Company’s ability to access the secured debt markets in the
future will be affected by restrictions in the Amended Credit
Facility and Second Lien Notes, and by the existing level of
encumbered assets. The Company’s ability to access the unse-
cured debt markets or other capital generating actions is likely to
be adversely affected by the Company’s outstanding secured
financings, which in the aggregate encumber substantially all of
the Company’s assets.

We believe that conducting a greater proportion of our business
activities within CIT Bank will facilitate greater funding stability.
As a regulated bank, CIT Bank has access to certain funding
sources, such as insured deposits, that are not available to non-
banking institutions. However, CIT Bank generally cannot fund

any of CIT’s businesses conducted outside the Bank and we will
need to transfer a substantial portion of our business platforms to
CIT Bank in order for CIT Bank to originate and fund such business
activities. This will require the approval of our banking regulators,
but there is no assurance that we will receive such approvals.
Moreover, once we transition our businesses to CIT Bank, they
will be subject to greater regulatory oversight and there is no
assurance that we will be able to conduct those businesses, or
achieve growth and profitability in them, as we might wish.
Finally, there is no assurance that CIT Bank will become a reliable
funding source as to either the amount of borrowings we might
need or the cost of funding. This will depend in significant part
on the ability of CIT Bank to attract deposits, which currently is
limited by its lack of a branch network and by the Cease and
Desist Orders restricting the amount of deposits it may seek from
brokers, and on whether CIT Bank will be accepted by depositors
and lenders as a reliable borrower.

Even if CIT Bank is successful in originating a significant amount
of new business, we will continue to conduct substantial busi-
nesses outside CIT Bank and will need to obtain funding for
those businesses in the capital markets and through third-party
bank borrowings. Access to the unsecured debt markets may be
dependent upon our ratings from credit rating agencies, which
currently are not investment grade. Although we currently have
reasonable access to the secured debt markets, the restricted
cash related to securitization transactions is available solely for
specific permitted uses under the securitization transactions and
cannot be transferred to or used for the benefit of any other
affiliate of ours.

There can be no assurance that we will be able to regain access
to the unsecured term debt markets, or obtain sufficient funding
in the secured debt markets at attractive terms and conditions,
and if we are unable to do so, it would adversely affect our
business, operating results and financial condition unless the
Company is able to obtain alternative sources of liquidity.

Risks Related to Regulatory Obligations and Limitations

We are currently subject to the Written Agreement, which may
adversely affect our business.

Under the terms of the Written Agreement, the Company must
provide the FRBNY with (i) a corporate governance plan, focusing
on strengthening internal audit, risk management, and other
control functions, (ii) a credit risk management plan, (iii) a written
program to review and revise, as appropriate, its program for
determining, documenting and recording the allowance for loan
and lease losses, (iv) a capital plan for the Company and CIT
Bank, (v) a liquidity plan, including meeting short term funding
needs and longer term funding, without relying on government
programs or Section 23A waivers, and (vi) a business plan, and we
continue to update various of these plans on a periodic basis.
The Written Agreement also prohibits the Company, without the
prior approval of the FRBNY, from paying dividends, paying
interest on subordinated debt, incurring or guaranteeing debt
outside of the ordinary course of business, prepaying debt, or
purchasing or redeeming the Company’s stock. Under the Written
Agreement, the Company must comply with certain procedures
and restrictions on appointing or changing the responsibilities of
any senior officer or director, restricting the provision of indemni-
fication to officers and directors, and restricting the payment of
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severance to employees. Providing additional resources for
internal audit, risk management, and other control functions, and
implementing other measures to comply with the Written
Agreement will increase our expenses for the foreseeable future.
If we do not comply with the terms of the Written Agreement, it
could result in additional regulatory action and it could have a
material adverse affect on our business.

CIT Bank is currently subject to the Cease and Desist Orders,
which may adversely affect our business.

CIT Bank relies principally on brokered deposits to fund its
ongoing business, which generally require payment of higher
yields than non-brokered deposits and may be subject to
inherent limits on the aggregate amount available, depending on
market conditions. The FDIC and the UDFI have issued, and CIT
Bank has consented to (without admitting or denying the allega-
tions), the Cease and Desist Orders, which, among other things,
limit the amount of brokered deposits CIT Bank can maintain and
restrict CIT Bank’s ability to enter into transactions with affiliates
and to make dividend payments. If we are unable to increase our
level of deposits through other sources, or to otherwise comply
with the requirements of the Cease and Desist Orders, it could
have a material adverse effect on our business. Under the Cease
and Desist Orders, CIT Bank submitted a contingency plan pro-
viding for and ensuring the continuous and satisfactory servicing
of all loans held by CIT Bank, which was accepted as satisfactory
by the FDIC. If CIT Bank is required to separate all of its opera-
tions from the Company, it will eliminate the cost advantages of
the scale of operations of the Company and increase the
expenses of CIT Bank for the foreseeable future. CIT Bank also
must obtain prior regulatory approval in order to increase the
level of brokered deposits held by CIT Bank above $5,527 million
(the balance at December 31, 2010 is $4,545 million). In addition,
if CIT Bank is deemed not to be well capitalized, it may not raise
brokered deposits without prior regulatory approval. CIT Bank
must notify the FDIC in writing at least 30 days prior to any
management changes, and must obtain prior approval before
entering into any “golden parachute” arrangements or any
agreement to make any excess nondiscriminatory severance plan
payments. In addition, the FDIC is requiring CIT Bank to submit a
liquidity plan for funding any maturing debt and an outline of
plans or scenarios for the future operation of CIT Bank if we do
not maintain our regulatory capital levels.

Many of our regulated subsidiaries could be negatively affected
by a decrease in regulatory capital levels or a failure to improve
our performance.

In addition to CIT Bank, we have a number of other regulated
subsidiaries that may be affected by a decrease in our regulatory
capital levels or a failure to improve our performance. In partic-
ular, the regulators of our banking subsidiaries in the United
Kingdom, Germany, Sweden, France and Brazil, as well as our
Small Business Lending and insurance subsidiaries, may take
action against such entities, including limiting or prohibiting
transactions with CIT Group Inc. and/or seizing such entities if we
experience a decrease in our regulatory capital levels or a failure
to improve our performance.

Our business, financial condition and results of operations could
be adversely affected by regulations to which we are subject as a
result of becoming a bank holding company, by new regulations
or by changes in other regulations or the application thereof.

The financial services industry, in general, is heavily regulated. We
are subject to the comprehensive, consolidated supervision of
the Federal Reserve, including risk-based and leverage capital
requirements and information reporting requirements. In addition,
CIT Bank is subject to supervision by the FDIC and UDFI,
including risk-based capital requirements and information
reporting requirements. This regulatory oversight is established
to protect depositors, federal deposit insurance funds and the
banking system as a whole, and is not intended to protect
security holders.

Proposals for legislation to further regulate, restrict, and tax
certain financial services activities are continually being intro-
duced in the United States Congress and in state legislatures.
The agencies regulating the financial services industry also peri-
odically adopt changes to their regulations. In recent years,
regulators have increased significantly the level and scope of
their supervision and their regulation of the financial services
industry. We are unable to predict how this increased supervision
will be fully implemented or the form or nature of any future
changes to statutes or regulations, including the interpretation or
implementation thereof. Such increased supervision and regula-
tion could significantly affect our ability to conduct certain of our
businesses, including some of our material businesses, in a cost-
effective manner, or could restrict the type of activities in which
we are permitted to engage, or subject us to stricter and more
conservative capital, leverage, liquidity, and risk management
standards. Any such action, could affect us in substantial and
unpredictable ways, could significantly increase our costs and
limit our growth opportunities, and could have an adverse effect
on our business, financial condition and results of operations.

Most of the activities in which we currently engage are permis-
sible activities for a bank holding company. However, since we are
not a financial holding company, certain of our existing busi-
nesses are not permissible under regulations applicable to a bank
holding company, including certain real estate investment and
equity investment activities. When the Federal Reserve approved
our application to become a bank holding company, we were
required to conform those activities to the requirements imposed
on a bank holding company or divest them by December 22,
2010. We conformed or divested a majority of our impermissible
real estate and equity investments prior to December 22, 2010,
and the Federal Reserve extended the period to conform or
divest the impermissible activities for an additional year to
December 22, 2011. However, these impermissible investments
continue to require management attention and are still subject to
periodic reporting and review by the Federal Reserve.

The financial services industry is also heavily regulated in many
jurisdictions outside of the United States. We have subsidiaries in
various countries that are licensed as banks, banking corpora-
tions, broker-dealers, and insurance companies, all of which are
subject to regulation and examination by banking, securities, and
insurance regulators in their home jurisdiction. In addition, in
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several jurisdictions, including the United Kingdom and Germany,
the local banking regulators requested the local regulated entity
to develop contingency plans to operate on a stand-alone basis.
Given the evolving nature of regulations in many of these jurisdic-
tions, it may be difficult for us to meet all of the regulatory
requirements, establish operations and receive approvals. Our
inability to remain in compliance with regulatory requirements in
a particular jurisdiction could have a material adverse effect on
our operations in that market, on our ability to permanently
reinvest our earnings, and on our reputation generally.

We are also affected by the economic and other policies adopted
by various governmental authorities and bodies in the U.S. and
other jurisdictions. For example, the actions of the Federal
Reserve and international central banking authorities directly
impact our cost of funds for lending, capital raising and invest-
ment activities and may impact the value of financial instruments
we hold. In addition, such changes in monetary policy may affect
the credit quality of our customers. Changes in domestic and
international monetary policy are beyond our control and difficult
to predict.

The Dodd-Frank Act and related regulations may adversely
affect our business, financial condition, liquidity, or results of
operations.

The Dodd-Frank Act establishes a FSOC chaired by the Secretary
of the Treasury with authority to identify institutions and practices
that might pose a systemic risk and, among other things, includes
provisions affecting (i) corporate governance and executive com-
pensation of all companies whose securities are registered with
the SEC, (ii) FDIC insurance assessments, which will be based on
asset levels rather than deposit levels, (iii) minimum capital levels
for bank holding companies, (iv) derivatives activities, proprietary
trading, and private investment funds offered by financial
institutions, and (v) the regulation of large financial institutions.
The Dodd-Frank Act also creates a new Consumer Financial
Protection Bureau with power to promulgate and enforce
consumer protection laws.

At this time, it is difficult to predict the extent to which the Dodd-
Frank Act or the resulting regulations may adversely impact us.
However, compliance with these new laws and regulations may
increase our costs, limit our ability to pursue attractive business
opportunities, cause us to modify our strategies and business
operations, and increase our capital requirements, any of which
may have a material adverse impact on our business, financial
condition, liquidity, or results of operations.

Our business may be adversely affected if we do not success-
fully implement our plan to transform our compliance, risk
management, finance, treasury, operations, and other areas of
our business to meet the standards of a bank holding company.

When we became a bank holding company and converted our
Utah industrial bank to a Utah state bank, we analyzed our business
to identify areas that require improved policies and procedures to
meet the regulatory requirements and standards for banks and
bank holding companies, including but not limited to compli-
ance, risk management, finance, treasury, and operations. We
developed and we are implementing project plans to improve
policies, procedures, and systems in the areas identified. Our new

business model is based on the assumption that we will be able
to make this transition in a reasonable amount of time. If we have
not identified all of the required improvements, particularly in our
control functions, or if we are unsuccessful in implementing the
policies, procedures, and systems that have been identified, or if
we do not implement the policies, procedures, and systems
quickly enough, we may not be able to operate our business as
efficiently as we need to. In addition, we could be subject to a
variety of formal and informal enforcement actions that could
result in the imposition of certain restrictions on our business, or
preclude us from making acquisitions, and such actions could
impair our ability to execute our business plan and have a mate-
rial adverse effect on our business, results of operations, or
financial position.

Risks Related to the Operation of Our Businesses

We may be adversely affected if we do not properly remediate
the material weakness in internal control over financial
reporting related to the Company’s application of Fresh Start
Accounting (“FSA”) identified by management, which resulted
in a material misstatement of interest income and other income
and resulted in the restatement of the Company’s consolidated
financial statements for the first three quarterly periods in the
year ended December 31, 2010.

Management of CIT is responsible for establishing and main-
taining adequate internal control over financial reporting
designed to provide reasonable assurance regarding the relia-
bility of financial reporting and the preparation of financial
statements for external purposes in accordance with generally
accepted accounting principles. A failure to maintain adequate
internal control over financial reporting may result in an inability
to (i) maintain records that, in reasonable detail, accurately and
fairly reflect the transactions and dispositions of the assets of the
Company, (ii) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting
principles and that receipts and expenditures are being made
only in accordance with authorizations of management and
directors of the Company, and (iii) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisi-
tion, use, or disposition of the Company’s assets that could have
a material effect on the financial statements.

Management of CIT, including our principal executive officer and
principal financial officer, conducted an evaluation of the effec-
tiveness of the Company’s internal control over financial reporting
as of December 31, 2010 and identified a material weakness
related to the Company’s application of FSA. Specifically, the
Company did not have effective controls over the processes to
ensure proper accretion of discounts for loan prepayments, modi-
fications, and charge-offs. This material weakness resulted in a
material misstatement of interest income and other income and
the restatement of the Company’s consolidated financial state-
ments for the first three quarterly periods in the year ended
December 31, 2010. In addition, this material weakness could
result in a misstatement of the aforementioned account balances
and related disclosures that would result in a material misstate-
ment to the amount or interim consolidated financial statements
that would not be prevented or detected.
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If we do not properly remediate this material weakness, or if we
identify other material weaknesses, or if other material weaknesses
exist that we fail to identify, our risk will be increased that a mate-
rial misstatement to the annual or interim financial statements will
not be prevented or detected on a timely basis. Any such poten-
tial material misstatement, if not prevented or detected, could
have a material adverse effect on our business, results of opera-
tions, and financial condition.

We may be additionally negatively affected by credit risk expo-
sures and our reserves for credit losses, including the related
non-accretable fair value discount component of the fresh start
accounting adjustments, may prove inadequate.

Our business depends on the creditworthiness of our customers
and their ability to fulfill their obligations to us. We maintain a
consolidated reserve for credit losses on finance receivables that
reflects management’s judgment of losses inherent in the
portfolio. We periodically review our consolidated reserve for
adequacy considering economic conditions and trends, collateral
values, and credit quality indicators, including past charge-off
experience and levels of past due loans, past due loan migration
trends, and non-performing assets. Our credit losses were signifi-
cantly more severe from 2007 to 2009 than in prior economic
downturns, due to a significant decline in real estate values, an
increase in the proportion of unsecured cash flow loans versus
asset based loans in our corporate finance segment, the limited
ability of borrowers to restructure their liabilities or their business,
and reduced values of the collateral underlying the loans.

Our consolidated reserve for credit losses, and the related non-
accretable fair value discount component of the fresh start
accounting adjustments, may prove inadequate and we cannot
assure that it will be adequate over time to cover credit losses in
our portfolio because of adverse changes in the economy or
events adversely affecting specific customers, industries or
markets. The current economic environment is dynamic and the
credit-worthiness of our customers and the value of collateral
underlying our receivables declined significantly in prior years,
particularly in 2008 and 2009, and may further decline over the
near future. Our reserves may not keep pace with changes in the
credit-worthiness of our customers or in collateral values. If the
credit quality of our customer base declines, if the risk profile of a
market, industry, or group of customers changes significantly, or if
the markets for accounts receivable, equipment, real estate, or
other collateral deteriorates significantly, any or all of which
would adversely affect the adequacy of our reserves for credit
losses, it could have a material adverse effect on our business,
results of operations, and financial position.

In addition to customer credit risk associated with loans and
leases, we are exposed to other forms of credit risk, including
counterparties to our derivative transactions, loan sales, syndica-
tions and equipment purchases. These counterparties include
other financial institutions, manufacturers, and our customers. If
our credit underwriting processes or credit risk judgments fail to
adequately identify or assess such risks, or if the credit quality of
our derivative counterparties, customers, manufacturers, or other
parties with which we conduct business materially deteriorates,
we may be exposed to credit risk related losses that may

negatively impact our financial condition, results of operations or
cash flows.

Uncertainties related to our business may result in the loss of or
decreased business with customers.

Our business depends upon our customers believing that we will
be able to provide them with funding on a timely basis through a
wide range of quality products. Many of our customers rely upon
our funding to provide them with the working capital necessary
to operate their business or to fund capital improvements that
allow them to maintain or expand their business. In many
instances, these funding requirements are time sensitive. If our
customers are uncertain as to our ability to continue to provide
them with funding on a timely basis or to provide the same
breadth and quality of products, we may be unable to attract new
customers and we may experience lower business or a loss of
business with our existing customers.

We may not be able to achieve adequate consideration for the
disposition of assets or businesses.

As part of our strategy and business plan, we may consider a
number of measures designed to manage our business, asset
levels or liquidity position, including potential business or asset
sales. There can be no assurance that we will be successful in
completing all or any of these transactions, because there may
not be a sufficient number of buyers willing to enter into a trans-
action, we may not receive sufficient consideration for such
businesses or assets, the process of selling businesses or assets
may take too long to be a significant source of liquidity, or
lenders or noteholders with consent rights may not approve a
sale of assets. These transactions, if completed, may reduce the
size of our business and we may not be able to replace the
volume associated with these businesses. From time to time, we
also receive inquiries from third parties regarding our potential
interest in disposing of other types of assets, such as student
lending and other commercial finance or vendor finance assets,
which we may or may not choose to pursue.

Prices for assets were depressed due to market conditions
starting in the second half of 2007 and in some instances con-
tinue to be depressed today. In addition, potential purchasers
may be unwilling to pay an amount equal to the face value of a
loan or lease if the purchaser is concerned about the quality of
the Company’s credit underwriting. Further, some potential pur-
chasers will intentionally submit bids with purchase prices below
the face value of a loan or lease if the purchaser suspects that the
seller is under pressure to sell and cannot afford to negotiate the
price. There is no assurance that we will receive adequate consid-
eration for any asset or business dispositions. Certain dispositions
in 2008 and 2009 resulted in the Company recognizing significant
losses. As a result, our future disposition of businesses or asset
portfolios could have a material adverse effect on our business,
financial condition and results of operations.

When we sold our home lending business in 2008, the
Purchaser agreed to assume our repurchase obligations related
to representations and warranties that we made in earlier trans-
actions with Government Sponsored Entities (“GSEs”), investors
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in mortgage backed securities originated by our home lending
business, or monoline home lenders. If any claims are brought
under such repurchase obligations and the Purchaser is unable
to meet its obligations under such claims, then we may be
subject to claims under such repurchase obligations as the origi-
nator of the underlying residential mortgage loans.

Recently, certain lenders have been subject to claims by GSEs,
monoline home lenders, and investors in mortgage backed securi-
ties of a breach of representations and warranties with respect to
the residential mortgage loans and residential mortgage backed
securities previously transferred to such GSEs, monoline home
lenders, or investors. In certain instances, the lenders who origi-
nated the underlying residential mortgage loans have reached
settlements with purchasers or investors requiring the original
lender to repurchase all or a portion of the underlying residential
mortgage loans at a significant cost to the original lender.

In 2008, we entered into a purchase agreement (the “Purchase
Agreement”) to sell our residential mortgage lending business,
including the related residential mortgage loan portfolio and
mortgage backed securities, to a company created by a private
equity fund for the purpose of entering into the Purchase
Agreement (the “Purchaser”). Prior to the sale of our home
lending business to the Purchaser, we periodically had securitized
a portion of the residential mortgage loans that we originated
and sold residential mortgage loans or residential mortgage
backed securities to GSEs, monoline home lenders, and
investors. Pursuant to the Purchase Agreement with the
Purchaser, we made certain representations and warranties
regarding the business and portfolio, nearly all of which have
since expired.

In addition, the Purchaser agreed to assume all repurchase obli-
gations for residential mortgage loans under the securitization
and loan sale agreements entered into prior to the Purchase
Agreement and scheduled as part of the Purchase Agreement.

The Purchaser has not given any indication that it has been
subject to significant repurchase obligations or that it does not
intend to honor its agreement to assume such repurchase
obligations. However, if the Purchaser is subject to repurchase
obligations and is unable or unwilling to accept responsibility for
such repurchase obligations, and particularly if the Purchaser
does not have sufficient capital to address such repurchase
obligations, then we may become subject to claims under such
repurchase obligations. If we become responsible for such repur-
chase obligations to third parties, it may have a material adverse
effect on our results of operations and financial condition.

We are restricted from paying dividends on our common stock.

Under the terms of the Written Agreement, we are restricted
from declaring dividends on our common stock without prior
written approval of the FRBNY. In addition, under the terms of
the Amended Credit Facility and the Second Lien Notes, we are
prohibited from declaring dividends on our common stock until
such indebtedness is repaid. We have suspended the payment
of dividends on our common stock. We cannot determine when,
if ever, we will be able to pay dividends on our common stock in
the future.

Uncertainties related to our business, as well as the corporate
governance requirements imposed under the Dodd-Frank Act,
may create a distraction for employees and may otherwise
materially adversely affect our ability to retain existing
employees and/or attract new employees.

Our future results of operations will depend in part upon our
ability to retain existing highly skilled and qualified employees
and to attract new employees. Failure to continue to attract and
retain such individuals could materially adversely affect our ability
to compete. If we are significantly limited or unable to attract and
retain key personnel, or if we lose a significant number of key
employees, or if employees are distracted due to concerns about
the future prospects and profitability of our business, it could
have a material adverse effect on our ability to successfully
operate our business or to meet our operations, risk manage-
ment, compliance, regulatory, and financial reporting
requirements.

Under the Dodd-Frank Act, we are required to allow shareholders
to cast a non-binding vote on (i) executive compensation at least
once every three years and (ii) all compensation paid or payable
to named executive officers related to any merger, acquisition, or
major asset sale in any proxy statement filed in connection with
such transactions. The Dodd-Frank Act also requires the SEC to
issue rules requiring companies to develop claw-back policies to
recoup all incentive based compensation paid to current or
former executives during the three years on which a restatement
is required when a company must restate its financial statements
due to material noncompliance with any financial reporting
requirement. The compensation provisions of the Dodd-Frank
Act, as well as other non-compensation provisions, such as those
restricting banks and bank holding companies from engaging in
certain activities, could have a material adverse effect on our
ability to recruit and retain individuals with the experience and
skill necessary to manage successfully our business through its
current difficulties and during the long term.

We may not be able to realize our entire investment in the
equipment we lease.

The realization of equipment values (residual values) during the
life and at the end of the term of a lease is an important element
in the leasing business. At the inception of each lease, we record
a residual value for the leased equipment based on our estimate
of the future value of the equipment at the expected disposition
date. Internal equipment management specialists, as well as
external consultants, determine residual values.

A decrease in the market value of leased equipment at a rate
greater than the rate we projected, whether due to rapid techno-
logical or economic obsolescence, unusual wear and tear on the
equipment, excessive use of the equipment, recession or other
adverse economic conditions, or other factors, would adversely
affect the current values or the residual values of such equipment.

Further, certain equipment residual values, including commercial
aerospace residuals, are dependent on the manufacturers’ or
vendors’ warranties, reputation, and other factors, including
market liquidity. In addition, we may not realize the full market
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value of equipment if we are required to sell it to meet liquidity
needs or for other reasons outside of the ordinary course of busi-
ness. Consequently, there can be no assurance that we will realize
our estimated residual values for equipment.

The degree of residual realization risk varies by transaction type.
Capital leases bear the least risk because contractual payments
cover approximately 90% of the equipment’s cost at the inception
of the lease. Operating leases have a higher degree of risk
because a smaller percentage of the equipment’s value is
covered by contractual cash flows at lease inception. Leveraged
leases bear the highest level of risk as third parties have a priority
claim on equipment cash flows. A significant portion of our
leasing portfolios are comprised of operating leases, and a
portion is comprised of leveraged leases, both of which increase
our residual realization risk.

We and our subsidiaries are party to various financing arrange-
ments, commercial contracts and other arrangements that
under certain circumstances give, or in some cases may give,
the counterparty the ability to exercise rights and remedies
under such arrangements which, if exercised, may have material
adverse consequences.

We and our subsidiaries are party to various financing arrange-
ments, commercial contracts and other arrangements that give,
or in some cases may give, the counterparty the ability to exer-
cise rights and remedies upon the occurrence of a material
adverse effect or material adverse change (or similar event),
certain insolvency events, a default under certain specified other
obligations or a failure to comply with certain financial covenants.
Deterioration in our business and that of certain of our sub-
sidiaries may make it more likely that counterparties will seek to
exercise rights and remedies under these arrangements. The
counterparty could have the ability, depending on the arrange-
ment, to, among other things, require early repayment of
amounts owed by us or our subsidiaries and in some cases
payment of penalty amounts. In these cases, we intend to enter
into discussions with the counterparties, where appropriate, to
seek a waiver under, or amendment of, the arrangements to
avoid or minimize any potential adverse consequences. If the
ability of any counterparty to exercise such rights and remedies is
triggered and we are unsuccessful in avoiding or minimizing the
adverse consequences discussed above, such consequences
could have a material adverse effect on our business, results of
operations, and financial position.

Adverse or volatile market conditions could continue to nega-
tively impact fees and other income.

In 2005, we began pursuing strategies to leverage our expanded
asset generation capability and diversify our revenue base in
order to generate higher levels of loan syndication and participa-
tion income, advisory fees, servicing fees, and other types of fee
income to increase other income as a percentage of total
revenue. In addition, we also generate significant fee income
from our factoring business. These revenue streams are
dependent on market conditions and the confidence of clients,
customers, and syndication partners in our ability to perform our
obligations, and, therefore, have been more volatile than interest
payments on loans and rentals on leased equipment. Current
market conditions, including lower liquidity levels in the

syndication market and the time required to rebuild our transac-
tion volume, have significantly reduced our syndication activity,
and have resulted in significantly lower fee income. In addition, if
our clients, customers, or syndication partners become con-
cerned about our ability to meet our obligations on a transaction,
it may become more difficult for us to originate new transactions,
to syndicate transactions that we originate, or to participate in
syndicated transactions originated by others, which could further
negatively impact our fee income and have a material adverse
effect on our business. If we are unable to sell or syndicate a
transaction after it is originated, we will end up holding a larger
portion of the transaction and assuming greater underwriting risk
than we originally intended, which could increase our capital and
liquidity requirements to support our business or expose us to
the risk of valuation allowances for assets held for sale.
Continued disruption to the capital markets or the failure of our
initiatives to produce increased asset and revenue levels could
adversely affect our financial position and results of operations.

Investment in and revenues from our foreign operations are
subject to various risks and requirements associated with trans-
acting business in foreign countries.

An economic recession or downturn, increased competition, or
business disruption associated with the political or regulatory
environments in the international markets in which we operate
could adversely affect us.

In addition, our foreign operations generally conduct business in
foreign currencies, which subject us to foreign currency exchange
rate fluctuations. These exposures, if not effectively hedged could
have a material adverse effect on our investment in international
operations and the level of international revenues that we generate
from international financing and leasing transactions. Reported
results from our operations in foreign countries may fluctuate from
period to period due to exchange rate movements in relation to
the U.S. dollar, particularly exchange rate movements in the
Canadian dollar, which is our largest non-U.S. exposure.

Foreign countries have various compliance requirements for
financial statement audits and tax filings, which are required in
order to obtain and maintain licenses to transact business. If we
are unable to properly complete and file our statutory audit
reports or tax filings, regulators or tax authorities in the appli-
cable jurisdiction may restrict our ability to do business.

Furthermore, our international operations could expose us to
trade and economic sanctions or other restrictions imposed by
the United States or other governments or organizations. The
U.S. Department of Justice (“DOJ”) and other federal agencies
and authorities have a broad range of civil and criminal penalties
they may seek to impose against corporations and individuals for
violations of trade sanctions laws, the Foreign Corrupt Practices
Act (“FCPA”) and other federal statutes. Under trade sanctions
laws, the government may seek to impose modifications to
business practices, including cessation of business activities in
sanctioned countries, and modifications to compliance programs,
which may increase compliance costs, and may subject us to
fines, penalties and other sanctions. If any of the risks described
above materialize, it could adversely impact our operating results
and financial condition.
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These laws also prohibit improper payments or offers of pay-
ments to foreign governments and their officials and political
parties for the purpose of obtaining or retaining business. We
have operations, deal with government entities and have con-
tracts in countries known to experience corruption. Our activities
in these countries create the risk of unauthorized payments or
offers of payments by one of our employees, consultants, sales
agents, or associates that could be in violation of various laws
including the FCPA, even though these parties are not always
subject to our control. Our existing safeguards and procedures
may prove to be less than fully effective, and our employees, con-
sultants, sales agents, or associates may engage in conduct for
which we may be held responsible. Violations of the FCPA may
result in severe criminal or civil sanctions, and we may be subject
to other liabilities, which could negatively affect our business,
operating results, and financial condition.

We may be adversely affected by significant changes in
interest rates.

Historically, we generally employed a matched funding approach
to managing our interest rate risk, including matching the
repricing characteristics of our assets with our liabilities. In many
instances, we implemented our matched funding strategy
through the use of interest rate swaps and other derivatives. Most
of our counterparties relationships were terminated during our
reorganization, and we are in the process of reestablishing coun-
terparty relationships to facilitate hedging where economically
appropriate. In addition, the restructuring resulted in the
conversion of our debt to U.S. dollar, fixed rate liabilities. The
restructuring and the derivative terminations left us in an asset
sensitive position as our assets will reprice faster than our liabili-
ties. Although interest rates are currently lower than usual, as
interest rates rise and fall over time, any significant decrease in
market interest rates may result in a decrease in net interest
margins to the extent that we are not match funded. Likewise, our
non-U.S. dollar denominated debt was converted to U.S. dollars
resulting in foreign currency transactional and translational 
exposures. Our transactional exposures may result in income
statement losses should related foreign currencies depreciate
relative to the U.S. dollar and our equity account may be similarly
impacted as a result of foreign currency movements. Beginning in
the second half of 2007, credit spreads for almost all financial
institutions, and particularly our credit spreads, widened dramati-
cally and made it highly uneconomical for us to borrow in the
unsecured debt markets to fund loans to our customers. In addi-
tion, the widening of our credit spreads relative to the credit
spreads of many of our competitors has placed us at a competi-
tive disadvantage and made it more difficult to maintain our
interest margins. If we are unable to obtain funding, either in the
capital markets or through bank deposits, in sufficient amounts
and at an economical rate that is competitive with other banks
and lenders, we will be operating at a competitive disadvantage
and it may have a material adverse effect on our business, finan-
cial condition, and results of operations.

A substantial portion of our loans and other financing products
bear interest at floating interest rates. If interest rates increase,

monthly interest obligations owed by our customers to us will
also increase. Demand for our loans or other financing products
may decrease as interest rates rise or if interest rates are
expected to rise in the future. In addition, if prevailing interest
rates increase, some of our customers may not be able to make
the increased interest payments or refinance their balloon and
bullet transaction, resulting in payment defaults and loan impair-
ments. Conversely, if interest rates remain low, our customers may
refinance the loans they have with us at lower interest rates, or
with others, leading to lower revenues.

We may be adversely affected by further deterioration in eco-
nomic conditions that is general in scope or affects specific
industries, products or geographic areas.

Prolonged economic weakness, or other adverse economic or
financial developments in the U.S. or global economies in
general, or affecting specific industries, geographic locations
and/or products, would likely further impact credit quality as
borrowers may fail to meet their debt payment obligations, par-
ticularly customers with highly leveraged loans. Adverse
economic conditions have and could further result in declines in
collateral values, which also decreases our ability to fund against
collateral. Accordingly, higher credit and collateral related losses
could impact our financial position or operating results.

In addition, a continued downturn in certain industries may result
in reduced demand for products that we finance in that industry
or negatively impact collection and asset recovery efforts.
Decreased demand for the products of various manufacturing
customers due to the recent recession may adversely affect their
ability to repay their loans and leases with us. Similarly, a
decrease in the level of airline passenger traffic due to the recent
recession or other fears or a decline in railroad shipping volumes
due to recession may adversely affect our aerospace or rail busi-
nesses, the value of our aircraft and rail assets, and the ability of
our lessees to make lease payments.

Competition from both traditional competitors and new market
entrants may adversely affect our market share, profitability,
and returns.

Our markets are highly competitive and are characterized by
competitive factors that vary based upon product and geographic
region. We have a wide variety of competitors that include
captive and independent finance companies, commercial banks
and thrift institutions, industrial banks, community banks, leasing
companies, hedge funds, insurance companies, mortgage com-
panies, manufacturers and vendors.

We compete primarily on the basis of pricing, terms and struc-
ture. If we are unable to match our competitors’ terms, we could
lose market share. Should we match competitors’ terms, it is pos-
sible that we could experience lower returns and/or increased
losses. We also may be unable to match competitors’ terms as a
result of our current or future financial condition.
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Item 1B. Unresolved Staff Comments

There are no unresolved SEC staff comments.

Item 2. Properties
CIT operates in the United States, Canada, Europe, Latin America, and Asia. CIT occupies approximately 1.5 million square feet of office
space, the majority of which is leased.

Item 3. Legal Proceedings

CIT is currently involved, and from time to time in the future may
be involved, in a number of judicial, regulatory, and arbitration
proceedings relating to matters that arise in connection with the
conduct of its business (collectively, “Litigation”), certain of which
Litigation matters are described below. In view of the inherent
difficulty of predicting the outcome of Litigation matters, particu-
larly when such matters are in their early stages or where the
claimants seek indeterminate damages, CIT cannot state with
confidence what the eventual outcome of the pending Litigation
will be, what the timing of the ultimate resolution of these
matters will be, or what the eventual loss, fines, or penalties
related to each pending matter may be. In accordance with appli-
cable accounting guidance, CIT establishes reserves for Litigation
when those matters present loss contingencies as to which it is
both probable that a loss will occur and the amount of such loss
can be reasonably estimated. Based on currently available infor-
mation, CIT believes that the results of Litigation that is currently
pending, taken together, will not have a material adverse effect
on the Company’s financial condition, but may be material to the
Company’s operating results or cash flows for any particular
period, depending in part on its operating results for that period.
The actual results of resolving such matters may be substantially
higher than the amounts reserved. For more information about
pending legal proceedings, including an estimate of certain rea-
sonably possible losses in excess of reserved amounts, see
Note 19 — Contingencies of Item 8. Financial Statements and
Supplementary Data.

SECURITIES CLASS ACTION

In July and August 2008, two putative class action lawsuits were
filed in the United States District Court for the Southern District
of New York (the “New York District Court”) on behalf of CIT’s
pre-reorganization stockholders against CIT, its former CEO and
its former CFO. In August 2008, a putative class action lawsuit
was filed in the New York District Court by a holder of CIT-PrZ
equity units against CIT, its former CEO, former CFO, former
Controller and certain members of its current and former Board
of Directors. In May 2009, the Court consolidated these three
shareholder actions into a single action and appointed
Pensioenfonds Horeca & Catering as Lead Plaintiff to represent
the proposed class, which consists of all acquirers of CIT common
stock and PrZ preferred stock from December 12, 2006 through
March 5, 2008, who allegedly were damaged, including acquirers
of CIT-PrZ preferred stock pursuant to the October 17, 2007
offering of such preferred stock.

In July 2009, the Lead Plaintiff filed a consolidated amended
complaint alleging violations of the Securities Exchange Act of
1934 (“1934 Act”) and the Securities Act of 1933 (“1933 Act”).
Specifically, it is alleged that the Company, its former CEO,
former CFO, former Controller, and a former Vice Chairman
violated Section 10(b) of the 1934 Act by making false and
misleading statements and omissions regarding CIT’s subprime
home lending and student lending businesses. The allegations
relating to the Company’s home lending business are based on
the assertion that the Company failed to fully disclose the risks in
the Company’s portfolio of subprime mortgage loans. The allega-
tions relating to the Company’s student lending business are
based upon the assertion that the Company failed to account in
its financial statements or, in the case of the preferred stock-
holders, its registration statement and prospectus, for private
loans to students of a helicopter pilot training school, which it is
alleged were highly unlikely to be repaid and should have been
written off. The Lead Plaintiff also alleges that the Company, its
former CEO, former CFO and former Controller and those current
and former Directors of the Company who signed the registration
statement in connection with the October 2007 CIT-PrZ preferred
offering violated the 1933 Act by making false and misleading
statements concerning the Company’s student lending business
as described above.

Pursuant to a Notice of Dismissal filed on November 24, 2009,
CIT Group Inc. was dismissed as a defendant from the consoli-
dated securities action. On June 10, 2010, the Court denied the
remaining defendants’ motion to dismiss the consolidated
amended complaint. The action continues as to the remaining
defendants and CIT’s obligation to defend and indemnify such
defendants continues. The case is in the discovery stage. Plaintiffs
seek, among other relief, unspecified damages and interest.

PILOT TRAINING SCHOOL BANKRUPTCY

In February 2008, a helicopter pilot training school (the “Pilot
School”) filed for bankruptcy and ceased operating. Student Loan
Xpress, Inc. (“SLX”), a subsidiary of CIT engaged in the student
lending business, had marketed and acquired private (non-
government guaranteed) loans made to approximately 2,600
students of the Pilot School (the “Pilot School Student Loans”),
totaling approximately $196.8 million in principal and accrued
interest as of December 31, 2007. SLX ceased marketing and
acquiring new Pilot School Student Loans in September 2007.
SLX voluntarily placed those students who were attending school
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at the time of the Pilot School’s closure “in grace” such that no
payments under their loans have been required to be made and
no interest on their loans has been accruing.

Multiple lawsuits (the “Pilot School Litigation”) were filed against
SLX and other lenders based upon a variety of allegations,
including violations of state consumer protection laws. The three
principal lawsuits are:

(1) a collective action commenced by 37 students and some of
their co-signers in Georgia (the “Elrod Action”);

(2) an action in the United States District Court for the Middle
District of Florida involving a nationwide class of approxi-
mately 2,200 students who were in attendance at the Pilot
School when it closed (the “Holman Action”); and

(3) a collective action commenced in Texas State Court in
February 2010, by approximately 80 students who opted out of
the nationwide class settlement in the Holman Action (the
“Hughes Action”).

In December 2008, SLX completed a confidential settlement of
the Elrod Action.

In January 2011, the settlement agreement in the Holman Action
was approved by the court. The settlement agreement provides
for (i) discounts to students based on the number of certifications
earned by such students in connection with their attendance at
the Pilot School (which aggregate discount is projected to be
approximately $130 million in debt and interest forgiveness);
(ii) reduction in interest rates for certain students for up to 3%;
(iii) payment of attorneys’ fees to class counsel; and (iv) service
awards to the class representatives.

The plaintiffs in the Hughes Action allege violations of Texas’
Deceptive Trade Practices Act and aiding and abetting fraud. They
seek to have the loans declared unenforceable and an award of
actual damages, treble damages, punitive damages, and attor-
neys’ fees and costs. The case is currently in the discovery stage.

The Company provided an allowance for credit losses in its pre-
emergence financial statements for the estimate of loan
forgiveness and a reserve for third party legal fees with respect to
the Pilot School Litigation. Following emergence from bank-
ruptcy, the allowance for credit losses was eliminated and the
loans were recorded at estimated fair value in connection with
the Company’s implementation of FSA. As a result, the Company
expects that it will have no additional loss with respect to the set-
tlement in the Holman Action. In addition, the Company has fully
accounted for the settlement in the Elrod Action. If the Hughes
Action settles within a range comparable to the other two law-
suits, the Company would not incur a material additional loss.

VENDOR FINANCE BILLING AND INVOICING INVESTIGATION

The United States Attorney for the Central District of California
and several state authorities conducted parallel investigations
under the Federal False Claims Act and its state law equivalents
regarding billing practices involving a portfolio of equipment
leases that CIT purchased from a third-party vendor. The investi-
gations have been resolved by settlement pursuant to which the
Company paid an aggregate sum of approximately $6.1 million.
The settlement did not exceed previously established reserves
and, thus, has not had a material impact on the Company’s
financial condition.

SNAP-ON ARBITRATION

On January 8, 2010, Snap-on Incorporated (“Snap-on”) and Snap-
on Credit LLC filed a Demand for Arbitration alleging that CIT
retained certain monies owed to Snap-on in connection with a
joint venture with CIT which was terminated on July 16, 2009.
Snap-on alleged that CIT underpaid Snap-on during the course
of the joint venture, primarily related to the purchase by CIT of
receivables originated and serviced by the joint venture, and is
seeking damages of up to $100 million. On January 29, 2010, CIT
filed its Answering Statement and Counterclaim, denying Snap-
on’s allegations on the grounds that the claims are untimely,
improperly initiated, or otherwise barred. CIT also claims that
Snap-on wrongfully withheld payment of not less than
$108 million due to CIT from the receivables serviced by Snap-on
on behalf of CIT. CIT is seeking damages of up to $160 million.

LE NATURE’S INC.

CIT was the lead lessor under a syndicated lease of equipment
(the “Lease”) to Le Nature’s Inc., a beverage bottler, for a newly-
constructed bottling facility in Phoenix, Arizona. In 2005, CIT and
co-lessors funded $144.8 million of which approximately
$45 million was funded by CIT. In 2006, CIT sold $5 million of its
interest in the Lease.

In November 2006, amid allegations that Le Nature’s had
perpetrated a fraudulent scheme, creditors filed an involuntary
bankruptcy against Le Nature’s in the United States Bankruptcy
Court for the Western District of Pennsylvania. Upon the com-
mencement of the bankruptcy, Le Nature’s immediately ceased
operations and a Chapter 11 trustee was appointed.

Subsequent to the commencement of the Le Nature’s bankruptcy,
certain co-lessors and certain parties that participated in CIT’s and
other co-lessors’s interests in the Lease filed lawsuits against CIT
and others to recover the balance of their respective investments,
asserting various claims including fraud, civil conspiracy, and civil
Racketeer Influenced and Corrupt Organizations Act (RICO).
Plaintiffs seek damages in excess of $84 million as well as claims
for treble damages under RICO. All but one of these actions have
been consolidated for discovery purposes in the United States
District Court for the Western District of Pennsylvania.

In October 2008, the Liquidating Trustee of Le Nature’s commenced
an action against, among others, Le Nature’s lenders and lessors,
including CIT, asserting a variety of claims on behalf of the 
liquidation trust.

In October 2008, CIT commenced a lawsuit in the Superior Court
for the State of Arizona, Maricopa County, against the manufac-
turer of the equipment that was the subject of the Lease, certain
of its principals, and the former CEO of Le Nature’s, alleging,
among other things, fraud, conspiracy, civil RICO and negligent
misrepresentation, seeking compensatory and punitive damages.

In February 2009, CIT commenced a lawsuit in the Superior
Court for the State of Arizona, Maricopa County, against the
former independent auditing firm for Le Nature’s, asserting pro-
fessional negligence.

In May 2009, one of Le Nature’s other equipment lessors com-
menced an action against CIT, as well as the equipment
manufacturer, and certain principals of the equipment manufac-
turer, in the Circuit Court of Wisconsin, Milwaukee County,
asserting claims for fraud and misrepresentation.
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On November 1, 2009, CIT Group Inc. and CIT Group Funding
Company of Delaware LLC (“Delaware Funding” and together
with the Company, the “Debtors”) filed voluntary petitions for
relief under Chapter 11 of the U.S. Bankruptcy Code (the
“Bankruptcy Code”) in the United States Bankruptcy Court for
the Southern District of New York (the “Court”). The Debtors
emerged from Chapter 11 of the Bankruptcy Code on
December 10, 2009 (the “Effective Date” or “Emergence Date”).
On the Effective Date, all of the outstanding common stock
(“Predecessor Common Stock”) and all other outstanding equity
securities of CIT, including all options and warrants, were can-
celled pursuant to the terms of the plan of reorganization and CIT
issued 200 million shares of new common stock (“Successor
Common Stock”) to unsecured holders of debt subject to the
bankruptcy proceedings.

Market Information – Successor Common Stock trades on the
New York Stock Exchange (“NYSE”) under the symbol “CIT.” The
stock began trading on the NYSE on December 10, 2009, in con-
junction with our emergence from Chapter 11 proceedings.

From November 3, 2009 through the Effective Date, shares of
Predecessor Common Stock of CIT traded on the OTC Bulletin
Board under the symbol “CITGQ”. Before November 1, 2009,
Predecessor Common Stock traded on the NYSE under the
symbol “CIT”.

The following tables set forth the high and low reported closing
prices for Successor and Predecessor Common Stock.

PART TWO

Item 5. Market for Registrant’s Common Equity and Related Stockholder Matters
and Issuer Purchases of Equity Securities

Successor Common Stock
2009 2010________________________________________ _________________________________________

High Low High Low____________ ___________ ____________ ___________
First Quarter NA NA $39.23 $28.37

Second Quarter NA NA $41.75 $33.81

Third Quarter NA NA $40.82 $33.26

Fourth Quarter (for 2009, December 10-31) $29.64 $26.04 $47.10 $39.46

NA – Not applicable

Predecessor CIT Common Stock
2009_______________________________________

High Low___________ ___________
First Quarter $5.06 $1.74

Second Quarter $4.28 $2.12

Third Quarter $2.20 $0.41

Fourth Quarter (through December 9) $1.21 $0.05

Holders of Common Stock – As of February 18, 2011, there were
61,855 beneficial owners of Successor Common Stock.

Dividends – We have not declared nor paid any common stock
dividends on the shares of Successor Common Stock. The terms
of our Amended Credit Facility and Expansion Credit Facility
restrict the payment of dividends on shares of common stock,
and we do not anticipate paying any such dividends at this time.
During the 2009 first quarter, a $0.02 dividend per share of
Predecessor Common Stock was paid. The Board suspended
further dividend payments during the 2009 second quarter.

Securities Authorized for Issuance Under Equity Compensation
Plans – All equity compensation plans in effect during 2009 prior
to our Chapter 11 proceedings were approved by our sharehold-
ers. Equity awards with respect to these plans were cancelled
upon emergence from bankruptcy. Our equity compensation
plans in effect following the Effective Date were approved by the
Court and do not require shareholder approval. Equity awards
associated with these plans are presented in the following table.

Number of Securities
Remaining Available for

Number of Securities Future Issuance Under
to be Issued Weighted-Average Equity Compensation Plans

Upon Exercise of Exercise Price of (Excluding Securities
Outstanding Options Outstanding Options Reflected in Column (A))_________________________________________ _______________________________________ ___________________________________________________

(A) (B) (C)
Equity Compensation Plan
Approved by the Court 68,100 $30.76 9,210,432
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We had no other equity compensation plans that were not
approved by the Court or by shareholders. For further informa-
tion on our equity compensation plans, including the weighted
average exercise price, see Item 8. Financial Statements and
Supplementary Data, Note 17 — Retirement, Other
Postretirement and Other Benefit Plans.

Issuer Purchases of Equity Securities – No purchases of equity
securities were made during 2010 and there are no repurchase
plans or programs under which shares may be purchased.

Unregistered Sales of Equity Securities – There were no sales of
common stock during 2010, however, there were issuances of
common stock under equity compensation plans.

On the Effective Date of our Plan of Reorganization, we provided
for 600,000,000 shares of authorized Successor Common Stock,
par value $0.01 per share, of which 200,000,000 shares of
Successor Common Stock were issued on the Effective Date, and
100,000,000 shares of authorized new preferred stock, par value
$0.01 per share, of which no shares were issued on the Effective

Date. We reserved 10,526,316 shares of Successor Common Stock
for future issuance under the Amended and Restated CIT Group
Inc. Long-Term Incentive Plan.

Based on the Confirmation Order, the Company relied on Section
1145(a)(1) of the United States Bankruptcy Code to exempt from
the registration requirements of the Securities Act of 1933, as
amended, the issuance of the new securities.

Shareholder Return – The following graph shows the quarterly
cumulative total shareholder return for Successor Common Stock
during the period from December 10, 2009 to December 31,
2010. Five year historical data is not presented since we emerged
from bankruptcy on December 10, 2009 and the stock perform-
ance of Successor Common Stock is not comparable to the
performance of Predecessor Common Stock. The chart also
shows the cumulative returns of the S&P 500 Index and S&P
Banks Index for the same period. The comparison assumes $100
was invested on December 10, 2009 (the date our new common
stock began trading on the NYSE). Each of the indices shown
assumes that all dividends paid were reinvested.

CIT STOCK PERFORMANCE DATA

2009 returns based on opening prices on December 10, 2009, the effective date of the Company’s plan of reorganization through year-end. The opening prices
were: CIT: $27.00, S&P 500: 1098.69, and S&P Banks: 124.73.
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Select Financial Data (dollars in millions, except per share data)

CIT Predecessor CIT_____________________ _______________________________________________
At or for the Year

Ended December 31 At or for the Years Ended December 31_____________________ _______________________________________________
2010 2009 2009 2008 2007 2006_________________ _________________ _________________ _________________ _________________ _________________

Select Statement of Operations Data
Net interest revenue $ 643.9 $ – $ (301.1) $ 499.1 $ 821.1 $ 789.0
Provision for credit losses (820.3) – (2,660.8) (1,049.2) (241.8) (159.8)
Total other income 2,641.9 – 1,626.5 2,460.3 3,567.8 2,898.1
Total other expenses (1,697.4) – (2,767.7) (2,986.5) (3,051.1) (2,319.2)
Reorganization items and fresh start adjustments – – 4,154.3 – – –
Net income (loss) available (attributable) to 
common stockholders 516.8 – (3.8) (2,864.2) (111.0) 1,015.8
Per Common Share Data
Income (loss) per share – diluted $ 2.58 $ – $ (0.01) $ (2.69) $ 3.93 $ 4.41
Book value per common share $ 44.48 $ 41.99 – $ 13.22 $ 34.02 $ 38.31
Tangible book value per common share $ 42.50 $ 39.48 $ – $ 11.78 $ 28.42 $ 31.22
Performance Ratios
Return on average common stockholders’ equity 6.0% – N/M (11.0)% 11.6% 13.6%
Net finance revenue as a percentage of 
average earning assets 3.93% – 0.76% 2.05% 2.71% 3.08%
Return on average total assets 0.93% – N/M (0.85)% 1.03% 1.50%
Total ending equity to total ending assets 17.5% 14.0% – 10.1% 7.7% 10.0%
Balance Sheet Data
Loans including receivables pledged $24,500.5 $34,837.6 – $53,126.6 $53,760.9 $45,203.6
Allowance for loan losses (416.2) – – (1,096.2) (574.3) (577.1)
Operating lease equipment, net 11,136.7 10,911.9 – 12,706.4 12,610.5 11,017.9
Goodwill and intangible assets, net 396.6 502.5 – 698.6 1,152.5 1,008.4
Total cash and interest bearing deposits 11,204.0 9,825.9 – 8,365.8 6,752.5 4,392.6
Total assets 50,958.2 60,027.4 – 80,448.9 90,248.0 77,485.7
Total debt and deposits 38,516.0 48,440.7 – 66,377.5 69,018.3 60,704.8
Total common stockholders’ equity 8,916.0 8,400.0 – 5,138.0 6,460.6 7,251.1
Total stockholders’ equity 8,913.7 8,401.4 – 8,124.3 6,960.6 7,751.1
Credit Quality
Non-accrual loans as a percentage of 
finance receivables 6.60% 4.52% 6.86% 2.66% 0.89% 0.69%
Net credit losses as a percentage of 
average finance receivables 1.53% – 4.04% 0.90% 0.35% 0.33%
Reserve for credit losses as a percentage 
of finance receivables 1.70% – 4.34% 2.06% 1.07% 1.28%
Regulatory Capital Ratios
Tier 1 Capital 19.1% 14.3% – 9.4% N/A N/A
Total Risk-based Capital 19.9% 14.3% – 13.1% N/A N/A

Item 6. Selected Financial Data

The following table sets forth selected consolidated financial
information regarding our results of operations, balance sheets
and certain ratios. As detailed in Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of
Operations, upon emergence from bankruptcy on December 10,
2009, CIT adopted fresh start accounting effective December 31,
2009, which resulted in data subsequent to adoption not being
comparable to data in periods prior to emergence. Therefore,
balance sheet information for CIT at December 31, 2010 and 2009
and statement of operations information for the year ended
December 31, 2010 are presented separately. Data for the year

ended December 2009 and at or for the years ended December
2008, 2007 and 2006 represent amounts for Predecessor CIT.
Predecessor CIT presents the operations of the home lending
business as a discontinued operation. (See Item 8. Financial
Statements and Supplementary Data – Note 1 (Discontinued
Operation) for data pertaining to discontinued operation.) The
data presented below is explained further in, and should be read
in conjunction with, Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations and
Item 7A. Quantitative and Qualitative Disclosures about Market
Risk and Item 8. Financial Statements and Supplementary Data.
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The following table presents CIT’s individual components of net
interest revenue and operating lease margins. The data for 2010
is impacted by FSA and the Company’s borrowing rates. There is

no impact from accretion or amortization of fresh start accounting
adjustments in 2009 and 2008.

Average Balances(1) and Associated Income for the year ended: (dollars in millions)
CIT Predecessor CIT Predecessor CIT______________________________________________________________ _____________________________________________________________ _____________________________________________________________

December 31, 2010 December 31, 2009 December 31, 2008______________________________________________________________ _____________________________________________________________ _____________________________________________________________
Average Average Average Average Average Average
Balance Interest Rate (%) Balance Interest Rate (%) Balance Interest Rate (%)___________________ ________________ ________________ __________________ ________________ ________________ __________________ ________________ ________________

Deposits with banks $ 10,136.1 $ 19.6 0.19% $ 6,500.9 $ 38.6 0.59% $ 6,138.8 $ 176.9 2.88%

Investments(2) 345.9 9.3 2.69% 449.1 4.3 0.96% 435.5 7.3 1.68%

Loans and leases (including 
held for sale)(3)(4)

U.S. 24,560.1 2,737.3 11.57% 39,478.9 1,614.4 4.29% 44,384.5 2,562.0 6.26%

Non-U.S. 6,280.0 954.4 15.22% 9,052.6 701.0 7.77% 10,817.2 892.0 8.28%__________________ _______________ __________________ _______________ __________________ _______________
Total loans and leases(3) 30,840.1 3,691.7 12.33% 48,531.5 2,315.4 4.97% 55,201.7 3,454.0 6.68%__________________ _______________ __________________ _______________ __________________ _______________
Total interest earning assets/
interest income(3)(4) 41,322.1 3,720.6 9.21% 55,481.5 2,358.3 4.40% 61,776.0 3,638.2 6.25%__________________ _______________ __________________ _______________ __________________ _______________
Operating lease equipment, net(5)

U.S. Operating lease 
equipment, net(5) 4,918.3 371.9 7.56% 6,272.1 280.6 4.47% 6,211.4 358.5 5.77%

Non-U.S. operating lease 
equipment, net(5) 6,062.7 588.7 9.71% 6,876.9 477.1 6.94% 6,376.8 461.6 7.24%__________________ _______________ __________________ _______________ __________________ _______________

Total operating lease 
equipment, net(5) 10,981.0 960.6 8.75% 13,149.0 757.7 5.76% 12,588.2 820.1 6.51%__________________ _______________ __________________ _______________ __________________ _______________
Total earning assets(3) 52,303.1 $4,681.2 9.11% 68,630.5 $3,116.0 4.67% 74,364.2 $4,458.3 6.29%__________________ _______________ __________________ _______________ __________________ _______________
Non interest earning assets

Cash due from banks 290.7 538.0 1,409.1

Allowance for loan losses (294.8) (1,367.8) (754.4)

All other non-interest earning assets 3,432.8 5,729.5 10,934.3__________________ __________________ __________________
Total Average Assets $55,731.8 $73,530.2 $85,953.2__________________ __________________ ____________________________________ __________________ __________________
Average Liabilities

Borrowings

Deposits $ 4,780.1 $ 87.4 1.83% $ 4,238.6 $ 150.5 3.55% $ 2,292.0 $ 101.7 4.44%

Short-term borrowings – – – – – – 778.4 32.1 4.12%

Long-term borrowings 38,807.4 2,989.3 7.70% 57,761.0 2,508.9 4.34% 66,112.9 3,005.3 4.55%__________________ _______________ __________________ _______________ __________________ _______________
Total interest-bearing liabilities 43,587.5 $3,076.7 7.06% 61,999.6 $2,659.4 4.29% 69,183.3 $3,139.1 4.54%__________________ _______________ __________________ _______________ __________________ _______________
U.S. credit balances of 
factoring clients 899.4 1,875.0 3,488.3

Non-U.S. credit balances of 
factoring clients 11.1 29.9 37.9

Non-interest bearing liabilities, 
noncontrolling interests and 
shareholders’ equity

Other liabilities 2,532.4 3,221.8 6,485.5

Noncontrolling interests (5.2) 41.8 52.5

Stockholders’ equity 8,706.6 6,362.1 6,705.7__________________ __________________ __________________
Total Average Liabilities and 
Stockholders’ Equity $55,731.8 $73,530.2 $85,953.2__________________ __________________ ____________________________________ __________________ __________________
Net revenue spread 2.05% 0.38% 1.75%

Impact of non-interest 
bearing sources 1.07% 0.30% 0.11%__________ __________ __________
Net revenue/yield on 
earning assets(4) $1,604.5 3.12% $ 456.6 0.68% $1,319.2 1.86%_______________ __________ _______________ __________ _______________ _________________________ __________ _______________ __________ _______________ __________
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(1) The average balances presented are derived based on month-end balances during the year. Tax-exempt income was not significant in any years presented.
2009 and 2008 Predecessor CIT average balances represent balances pre-FSA.

(2) Investments are included in “Other assets” in the Consolidated Balance Sheets and do not include ‘retained interests in securitizations’ as revenues from
these are part of “Other Income” prior to January 1, 2010.

(3) The rate presented is calculated net of average credit balances for factoring clients.

(4) Non-accrual loans and related income are included in the respective categories.

The table below disaggregates Predecessor CIT’s year-over-year
changes (2010 versus Predecessor CIT 2009 and Predecessor CIT
2009 versus 2008) in net interest revenue as presented in the pre-
ceding tables between volume (level of lending or borrowing)
and rate (rates charged customers or incurred on borrowings).
2010 data is impacted by FSA and the Company’s borrowing
rates. Factors contributing to the lower rates in 2009 as compared

to 2008 include the overall drop in market interest rates and
lower asset yields due to lower market rates. In 2009, the
Company’s lending rates declined further than borrowing rates
due to increase in our borrowing spreads (over Libor) due to
market dislocation, our distressed circumstances and higher costs
for maintaining liquidity. See ‘Net Finance Revenue’ section for
further discussion.

Changes in Net Finance Revenue (dollars in millions)

2010 Compared to Predecessor CIT
Predecessor CIT 2009 2009 Compared to 2008_________________________________________________________________ _________________________________________________________________

Increase (decrease) Increase (decrease) 
due to change in: due to change in:_______________________________________ _______________________________________

Volume Rate Net Volume Rate Net______________ _____________ ________________ ______________ _____________ ____________
Interest Income

Loans and leases (including held for sale)

U.S. $(1,726.0) $2,848.9 $1,122.9 $(210.6) $(737.0) $ (947.6)

Non-U.S. (422.1) 675.5 253.4 (137.1) (53.9) (191.0)________________ _______________ _______________ _____________ _____________ ________________
Total loans and leases (2,148.1) 3,524.4 1,376.3 (347.7) (790.9) (1,138.6)

Deposits with banks 7.0 (26.0) (19.0) 2.2 (140.5) (138.3)

Investments (2.8) 7.8 5.0 0.1 (3.1) (3.0)________________ _______________ _______________ _____________ _____________ ________________
Interest income (2,143.9) 3,506.2 1,362.3 (345.4) (934.5) (1,279.9)________________ _______________ _______________ _____________ _____________ ________________

Operating lease equipment, net(1) (181.4) 384.3 202.9 37.4 (99.8) (62.4)________________ _______________ _______________ _____________ _____________ ________________
Interest Expense

Interest on deposits 9.9 (73.0) (63.1) 69.1 (20.3) 48.8

Interest on short-term borrowings – – – – (32.1) (32.1)

Interest on long-term borrowings (1,460.0) 1,940.4 480.4 (362.8) (133.6) (496.4)________________ _______________ _______________ _____________ _____________ ________________
Interest expense (1,450.1) 1,867.4 417.3 (293.7) (186.0) (479.7)________________ _______________ _______________ _____________ _____________ ________________

Net finance revenue $ (875.2) $2,023.1 $1,147.9 $ (14.3) $(848.3) $ (862.6)________________ _______________ _______________ _____________ _____________ ________________________________ _______________ _______________ _____________ _____________ ________________

(1) Operating lease rental income is a significant source of revenue; therefore, we have presented the net revenues.

The average long-term borrowings balances presented below,
both quarterly and for the full year, are derived based on daily
balances and the average rates are based on a 30 days per
month day count convention. The average rates include FSA
amortization, as well as prepayment penalty fees that impacted
the Series B Notes in the fourth quarter and the Secured Credit

and Expansion Facility prior to the refinancing in August. The
average debt coupon rates at December 31, 2010, on a pre-FSA
basis, are as follows: Secured Borrowings — 2.52%, Secured
Credit and Expansion Facility — 6.25%, Secured Series A Notes
— 7.00%, Secured Series B Notes — 10.25%, and Senior,
Unsecured Notes — 5.60%.



CIT ANNUAL REPORT 2010 33

Average Daily Long-term Borrowings Balances and Rates (dollars in millions)

Quarters Ended_________________________________________________________________________________________________________________________________________________________________________________________________________________________
December 31, 2010 September 30, 2010 June 30, 2010 March 31, 2010___________________________________________________ ___________________________________________________ ___________________________________________________ ___________________________________________________

Average Average Average Average Average Average Average Average
Balance Interest Rate (%) Balance Interest Rate (%) Balance Interest Rate (%) Balance Interest Rate (%)_________________ ______________ ________________ _________________ ______________ ________________ _________________ ______________ ________________ _________________ ______________ ________________

Secured Borrowings(1) $11,702.7 $126.5 4.32% $12,446.7 $127.2 4.09% $12,972.2 $133.5 4.12% $14,626.0 $135.9 3.72%

Secured Credit & 
Expansion Facility 3,043.1 51.4 6.76% 3,547.2 78.9 8.90% 5,857.3 153.0 10.45% 7,181.9 172.6 9.61%

Secured Series A Notes 19,011.5 446.9 9.40% 18,959.1 445.5 9.40% 18,882.2 443.7 9.40% 18,807.0 443.1 9.42%

Secured Series B Notes 1,193.0 49.2 16.50% 2,192.9 53.3 9.72% 2,194.7 53.3 9.71% 2,196.5 53.3 9.71%

Senior, Unsecured Notes 177.0 5.1 11.53% 194.3 5.5 11.32% 210.9 5.7 10.81% 244.9 5.7 9.31%_________________ ____________ _________________ ____________ _________________ ____________ _________________ ____________
Long-term borrowings $35,127.3 $679.1 7.73% $37,340.2 $710.4 7.61% $40,117.3 $789.2 7.87% $43,056.3 $810.6 7.53%_________________ ____________ _________________ ____________ _________________ ____________ _________________ _____________________________ ____________ _________________ ____________ _________________ ____________ _________________ ____________

(1) See Note 26 — Selected Quarterly Financial Data (Unaudited) for restatement detail.

Average Daily Long-term Borrowings Balances and Rates (dollars in millions)

Year Ended December 31, 2010______________________________________________________________________________________________________________
Average Balance Interest Average Rate (%)_______________________________ ________________ ________________________________

Secured Borrowings $12,936.9 $ 523.1 4.04%

Secured Credit & Expansion Facility 4,907.4 455.9 9.29%

Secured Series A Notes 18,914.9 1,779.2 9.41%

Secured Series B Notes 1,944.3 209.1 10.75%

Senior, Unsecured Notes 206.8 22.0 10.64%_______________________________ ________________
Long-term borrowings $38,910.3 $2,989.3 7.68%_______________________________ _______________________________________________ ________________

Item 6: Selected Financial Data 
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BACKGROUND

Founded in 1908, CIT Group Inc. (“we”, “CIT” or the
“Company”), a Delaware Corporation, is a bank holding company
that provides commercial financing and leasing products and
other financial services to small and middle market businesses
across a wide variety of industries. CIT became a bank holding
company in December 2008 and CIT Bank, a Utah state-chartered
bank, is the Company’s principal bank subsidiary.

CIT operates primarily in North America, with locations in Europe,
Latin America and Asia and has four commercial business segments
– Corporate Finance, Trade Finance, Transportation Finance and
Vendor Finance. We also own and manage a pool of liquidating
consumer loans, most of which are government-guaranteed student
loans that are reported in our Consumer segment.

On November 1, 2009, CIT filed a prepackaged voluntary petition
for relief under Chapter 11 of the U.S. Bankruptcy Code and
emerged 40 days later on December 10, 2009. The Plan of
Reorganization significantly improved our liquidity and capital
profiles and our December 31, 2009 balance sheet was adjusted
to reflect our assets, liabilities and equity at fair value.

A reconstituted Board of Directors and senior corporate manage-
ment team have been put in place and made significant progress
that position the Company for sustainable profitability. We seek
to retain our role as a leading provider of financing to small and
middle market businesses while leveraging our bank capabilities
to create a sustainable funding model that will provide us with a
competitive cost of funds.

As of December 31, 2010 the Company had 3,778 employees and
approximately $51 billion in assets.

The terms “we”, “CIT” and “Company”, when used with respect
to periods commencing after emergence from bankruptcy, are
references to Successor CIT, and when used with respect to
periods prior to emergence, are references to Predecessor CIT.
Financial information about Successor CIT reflects the impact of
fresh start accounting (“FSA”), unless otherwise indicated.
Historical financial statements of Predecessor CIT are presented
separately from CIT due to the impacts from fresh start account-
ing, which makes year over year comparisons less relevant.

“Management’s Discussion and Analysis of Financial Condition
and Results of Operations” and “Quantitative and Qualitative
Disclosures about Market Risk” contain financial terms that are
relevant to our business and a glossary of key terms used is
included in Part I Item 1. Business Section.

Financial information is presented separately for continuing oper-
ations with the home lending business shown in discontinued
operation. See “Discontinued Operation” and Note 1 in Item 8.
Financial Statements and Supplementary Data for further informa-
tion. Disclosures contain certain non-GAAP financial measures,

see “Non-GAAP Financial Measurements” for reconciliation of
these to comparable GAAP measures.

2010 PRIORITIES AND PROGRESS

2010 was a year of transition as the senior corporate manage-
ment team was rebuilt, our businesses addressed the challenges
brought on by our restructuring in 2009, including client and
employee retention, and the Company worked to reduce the
interest burden from high cost debt while increasing focus on
enhancing risk and control systems and processes.

Early in 2010 management identified the following priorities,
which addressed the challenges we faced as we emerged from
our restructuring.

- Hire and retain key personnel in risk and control functions
- Restructure and refine the Company and segment-level busi-

ness models
- Continue to build a hybrid funding model
- Develop and implement a plan to reduce funding costs
- Improve bank holding company capabilities

These priorities defined certain sets of action steps that were crit-
ical to our turnaround. The section below details our
accomplishments with respect to each of these priorities.

Hire and Retain Key Personnel in Risk and Control Functions

We completed the hiring of our senior corporate management
team and enhancing our governance structure with the goal of
aligning to industry best practices. In addition, we made signifi-
cant progress in the build-out of our risk and control function with
qualified employees.

We reconstituted the Board of Directors, which includes six
members who were appointed in late December 2009 and 2010.
In February 2010 the Board appointed John Thain as Chairman
and Chief Executive Officer, and during the remainder of 2010 he
assembled the senior corporate management team, which
included the hiring of a Chief Administrative Officer and Head of
Strategy, Chief Financial Officer, Chief Auditor, Chief Risk Officer,
Chief Credit Officer, Corporate Controller, and Executive Vice
President – Banking. In addition, we also expanded and
enhanced our Corporate Risk Management, Internal Audit,
Compliance, and Loan Risk Review functions with experienced
bank, finance and risk management professionals.

We concurrently developed and implemented a program
designed to retain employees by aligning incentive compensa-
tion with industry standards, with a significant focus on
equity-based incentives.

Restructure and refine the Company and segment-level
business models

We assessed each segment based on its expected profitability,
competitive profile, risk profile and funding needs and concluded

Item 7. Management’s Discussion and Analysis of Financial Condition and Results
of Operations and

Item 7A. Quantitative and Qualitative Disclosures about Market Risk
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each of the four commercial segments were core to CIT. However,
within each segment, we identified and exited certain non-core
activities and sold assets and/or portfolios that were deemed to
be non-strategic. During 2010, we divested over $5 billion (after
FSA) of such financing and leasing assets across our segments,
including the following:

- Corporate Finance ($2.0 billion) – Loans with sub-optimal risk-
return characteristics, our share of a joint venture in Canada,
and Edgeview, an M&A advisory business headquartered in
Charlotte, N.C.;

- Vendor Finance ($2.0 billion) – Our Australian / New Zealand
business and certain consumer-oriented and international
assets;

- Consumer ($0.7 billion) – Substantially all private student loans
and approximately 7% of the government guaranteed student
loan portfolio; and

- Transportation Finance ($0.4 billion) – certain commercial air-
craft, railcars and locomotives.

We also focused on operating efficiency as we worked to align
operating expenses and headcount with our asset base and
revenue generation. Since year-end 2009, CIT’s total headcount
decreased from nearly 4,300 employees to 3,778, while total
balance sheet assets have declined from $60 billion to $51 billion.
We consolidated our leased office space and exited our former
headquarters at 505 Fifth Avenue in New York City. We continued
to increase investment in those support areas required for a well
run Bank and Bank Holding Company.

Continue to Build a Hybrid Funding Model

Having addressed the Company’s immediate liquidity and capital
challenges through the restructuring, management identified a
series of key near-term funding objectives integral to the
Company’s long-term funding strategy, which is predicated upon:

- Maintaining a capital structure with lower leverage ratios and
with capital ratios that exceed regulatory standards and
compare favorably to the strongest of our peers;

- Further enhancing liquidity and reducing our immediate need
to access the capital markets through debt restructuring,
including lengthening our debt maturity profile; and

- Positioning the Company for a return to profitability and invest-
ment grade ratings.

Specific near-term objectives to support this strategy included:
(1) reestablishing the Company’s credit ratings, (2) obtaining
economic funding sources for each of our businesses, and
(3) reducing high cost debt. As described in the section below,
we made considerable progress on each of these objectives.

Additionally, we evaluated our businesses with emphasis on
determining the attractiveness of operating the businesses as
part of CIT Bank. We concluded that our Small Business Lending
and US Vendor Finance origination platforms are best positioned
to be operated in CIT Bank and should be transferred to CIT
Bank as soon as we can obtain the necessary regulatory
approvals. Upon approval, originating these assets in the Bank, in
conjunction with our existing ability to originate corporate loans,
would provide CIT Bank with the necessary critical mass to eco-
nomically implement a more diverse deposit strategy. For the
near term, financing for the Transportation Finance segment is

expected to include bank borrowings, securitizations, secured
bonds and term loans, including aircraft financings with export
agency support. We continue to evaluate whether the Trade
Finance platform should be transferred into the Bank. Funding of
Trade Finance has resumed through the capital markets with a
securitization facility completed in the second quarter. Given the
limited financing needs of this business, transferring the Trade
Finance platform into the Bank is not a current priority.

Develop and implement a plan to reduce funding costs

We made significant progress paying down high cost debt and
re-accessing the capital markets for cost-efficient financing this
year. We repaid $4.5 billion of the $7.5 billion of high cost first
lien debt that existed at emergence and refinanced the remaining
$3.0 billion at a lower cost, with an extended maturity and more
flexible terms. We also redeemed $1.4 billion of second lien
Series B Notes maturing in 2013 through 2016 in the fourth
quarter of 2010 and redeemed the remaining Series B Notes
maturing in 2017 in January 2011.

We entered into over $3 billion of new secured funding transac-
tions in 2010 across a variety of asset classes, including trade and
vendor receivables, aircraft and student loans. These bank and
capital market financings have all been executed at attractive
rates, with costs averaging approximately 4%, including amortiza-
tion of related fees.

We also worked with the credit rating agencies to re-establish
credit ratings for CIT. Our current debt ratings are summarized
below. See Funding, Liquidity and Capital – Debt Ratings. It is our
objective to regain investment grade ratings over the long term.

S&P DBRS Moody’s_______________ _______________ ________________
First Lien Debt Rating BB BB(high) B1

Second Lien Debt/
Counterparty Rating B+ B(high) B3

Outlook/Trend Positive Positive Stable

Improve Bank Holding Company Capabilities

Since the restructuring, the Company has rebuilt the senior
corporate management team to complement the business
management team and added key employees in the control and
risk management areas. We also approved plans for the remedia-
tion and closing of gaps in our risk, controls and IT infrastructure
and processes. Management commenced work on an array of
projects, the largest of which are an Enterprise Data Management
Program and a series of credit grading and problem loan
management initiatives.

CIT’s principal funding objectives are to be well-capitalized and
hold adequate liquidity to support our business plan, while
protecting the interest of depositors, creditors, shareholders,
customers and the deposit insurance fund. As such, we manage
capital and liquidity at the BHC to be a source of strength to the
Bank. As of December 31, 2010, Total Capital Ratio at the BHC
was 19.9%, well in excess of the 13% regulatory commitment. Our
liquid cash balance was over $6 billion and our 12-month liquidity
forecast indicated more than enough liquid cash to cover our
requirements in a stress environment.
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2010 FINANCIAL OVERVIEW

Our 2010 financial results reflect the aforementioned business
accomplishments. The balance sheet contracted due to our
efforts to optimize the portfolio, as well as from net portfolio run-
off, as the growing pace of new originations was outpaced by
customer pre-payments and maturities. We repaid or refinanced a
significant portion of our high cost debt. We increased capital,
built loan loss reserves and maintained considerable cash liquid-
ity. Net income exceeded $500 million this year, driven by FSA
accretion. Importantly, our new business initiatives are taking
hold, with new lending commitments and funded volume increas-
ing sequentially each quarter.

Net finance revenue(1) (the combination of net interest revenue
and net operating lease revenue) of $1.6 billion benefitted from
$1.4 billion of net accretion from FSA. Excluding FSA, net finance
revenue trends were down on lower earning assets and high cash
balances, partially offset by interest expense savings from the
accelerated repayment of high-cost debt. As a percentage of
average earning assets, reported net finance revenue was 3.93%,
while the comparable figure excluding FSA benefits and high
cost debt prepayment fees was 0.74%.

Non-interest revenue (excluding operating lease rentals)
exceeded $1.0 billion, due in large part to higher gains on sales
of loans and operating lease equipment, and strong recoveries
on loans charged off prior to emergence (recorded in other
income), while fee income continues to reflect low levels of
capital markets activity.

Credit costs remained elevated in 2010 due to high net charge-
offs and establishment of over $400 million of loan loss reserves.
This reserve increase includes specific reserves for incremental
deterioration beyond the FSA discount on pre-emergence loans
and loans identified as impaired post emergence, as well as non-
specific reserves on new originations and pre-emergence
performing loans. Our estimates of incurred losses include a two-
year horizon for purposes of calculating non-specific reserves.
Recent credit metrics have shown signs of stabilization, although
charge-off and nonaccrual balances remain elevated. While
improving, nonaccruals remain high due in part to tightening
standards and procedures. Credit ratios have been adversely
impacted by our portfolio contraction this year.

Excluding restructuring charges related to facility consolidations
and severance, operating expenses were less than $1 billion as we
continue to reduce operating expenses to better correspond to
the lower asset base. Headcount declined 10% in 2010 to 3,778.

We continued to increase funding to small and middle market
customers, as new business volume was sequentially higher each
quarter in 2010. CIT Bank continues to originate new loans, with
approximately 40% of the U.S. funded volume underwritten by

CIT Bank this year. While these results demonstrate meaningful
progress, there is opportunity to significantly improve new busi-
ness volumes both at CIT Bank and at other subsidiaries.

Our business strategies and financial results for 2010 culminated
in much stronger capital ratios at the BHC and CIT Bank. Strong
earnings, due in part to accelerated FSA accretion, resulted in
considerable capital generation, while our portfolio optimization
strategies resulted in significantly lower asset and debt balances.
As a result, our year-end Tier 1 and Total Capital ratios increased
to 19.1% and 19.9%, respectively, at the BHC and in excess of
50% at CIT Bank. We also maintained strong cash liquidity
throughout the year with an average total cash balance in excess
of $10 billion, including over $6 billion of unrestricted cash at the
BHC and $1.3 billion at the Bank.

2011 PRIORITIES AND COMMENTARY

Our 2011 priorities were developed to further advance our
broader strategic initiatives centered on improving our financial
strength, enhancing our business model, and further improving
our approach to risk management and control functions.

Specific business objectives established for 2011 include:

1. Focus on growth in our four core businesses, both domesti-
cally and internationally;

2. Improve profitability, including reductions in our cost of capital
and operating expenses;

3. Expand the role of CIT Bank, both in asset origination and
funding capabilities;

4. Advance our risk management, compliance and control func-
tions; and

5. Substantially satisfy the open items in the Written Agreement.

The Company expects 2011 results to reflect significantly reduced
FSA benefits, as expectations for asset repayments slow and vol-
untary Series A debt redemptions result in both prepayment fees
and FSA-related costs, since the debt is carried at a discount. The
Company remains committed to increasing new business volume
in our four core businesses, both domestically and internationally,
and utilizing cost efficient funding sources, such as deposits and
securitization facilities, to improve pre-FSA net finance margins.
The Company remains focused on reducing operating expenses,
but will continue to invest in infrastructure and controls, including
the remediation of the material weakness related to the
company’s application of FSA.

We remain committed to maintaining a strong balance sheet in
terms of solid liquidity, appropriate loan loss reserves and strong
capital ratios at both the Bank and BHC as we look to expand
CIT Bank, by both increasing assets and diversifying the Bank’s
funding base, and re-enforce the holding company’s role as a
source of strength to the bank.

(1) Net finance revenue is a non-GAAP measure, see non-GAAP financial
information.
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PERFORMANCE MEASUREMENTS

The following chart reflects key performance indicators evaluated by management and used throughout this management discussion
and analysis:

KEY PERFORMANCE METRICS MEASUREMENTS

Asset Generation – to originate new business and build our
earning assets.

- Origination volumes; and
- Financing and leasing assets balances

Revenue Generation – lend money at rates in excess of our cost
of borrowing, earn rentals on the equipment we lease commen-
surate with the risk, and generate other revenue streams.

- Net finance revenue and other income;
- Asset yields and funding costs;
- Net finance revenue as a percentage of average earning assets

(AEA); and
- Operating lease revenue as a percentage of average 

operating lease equipment (AOL).

Credit Risk Management – accurately evaluate credit worthiness
of customers, maintain high-quality assets and balance income
potential with loss expectations.

- Net charge-offs;
- Non-accrual loans; classified assets; delinquencies; and
- Loan loss reserve / FSA discount adequacy metrics

Equipment and Residual Risk Management – appropriately
evaluate collateral risk in leasing and lending transactions and
remarket equipment at lease termination

- Equipment utilization;
- Value of equipment; and
- Gains and losses on equipment sales.

Expense Management – maintain efficient operating platforms
and related infrastructure.

- Operating expenses and trends; and
- Operating expenses as percentage of financing and leasing

assets.

Profitability – generate income and appropriate returns to
shareholders.

- Net income per common share (EPS);
- Net income as a percentage of average earning assets (ROA);

and
- Net income as a percentage of average equity (ROE).

Capital Management – maintain a strong capital position. - Tier 1 and Total capital ratio; and
- Tier 1 capital as a percentage of adjusted average assets

(“Leverage Ratio”).

Liquidity Risk – maintain access to ample funding at competitive
rates.

- Cash and liquid assets;
- Ratio of liquid assets to short-term debt; and
- Ratio of short-term debt to total debt.

Market Risk – substantially insulate our profits from movements in
interest and exchange rates.

- Net Interest Income (NII); and
- Economic Value of Equity (EVE).
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Upon emergence from bankruptcy, CIT applied Fresh Start
Accounting (FSA) in accordance with generally accepted account-
ing principles in the United States of America (GAAP). As a result,
assets, liabilities and equity were reflected in our financial state-
ments at fair value at December 31, 2009. FSA adjustments are
reflected in December 31, 2010 and 2009 ending balances, while
accretion and amortization of certain FSA adjustments are
reflected in operating results for 2010. Because the FSA accretion

and amortization adjustments are reflected in 2010 and not 2009,
year over year comparisons are not on the same basis, and
therefore comparisons throughout this document primarily
discuss 2010 activity.

Summary of Fresh Start Accounting

The following table presents FSA adjustments by balance sheet
caption:

FRESH START ACCOUNTING

Fresh Start Accounting (Discount)/Premium (dollars in millions)

At December 31, 2010 At December 31, 2009___________________________________________________________ ___________________________________________________________
Accretable Non-accretable Accretable Non-accretable_____________________ ____________________________ _____________________ ____________________________

Finance receivables $(1,555.4) $(372.2) $(3,619.2) $(1,668.7)

Operating lease equipment, net (3,022.0) – (3,237.9) –

Intangible assets and goodwill 119.2 277.4 225.1 277.4

Other assets (223.4) – (320.8) –_____________________ ____________________________ _____________________ ____________________________
Total FSA assets $(4,681.6) $ (94.8) $(6,952.8) $(1,391.3)_____________________ ____________________________ _____________________ _________________________________________________ ____________________________ _____________________ ____________________________
Deposits $ 38.5 $ – $ 90.5 $ –

Long-term borrowings (2,948.5) – (3,396.5) –

Other liabilities – 351.6 – 336.6_____________________ ____________________________ _____________________ ____________________________
Total FSA liabilities $(2,910.0) $ 351.6 $(3,306.0) $ 336.6_____________________ ____________________________ _____________________ _________________________________________________ ____________________________ _____________________ ____________________________

In addition to the FSA accretion on loans recorded in interest
income ($1.6 billion for the year ended December 31, 2010), the
accretable balance declined as a result of asset sales and trans-
fers to held for sale. The decline in non-accretable balance was
primarily due to asset sales, prepayments, and loans transferred
to held for sale, and also reflected charge-offs and transfer of
loan non-accretable discount to accretable discount.

The following table summarizes the impact of accretion and
amortization of FSA adjustments on the Consolidated Statement
of Operations for the year ended December 31, 2010:

Accretion/(Amortization) of Fresh Start Accounting Adjustments (dollars in millions)

Corporate Transportation Trade Vendor Corporate
Finance Finance Finance Finance Consumer and Other Total CIT___________________ ___________________________ _________________ __________________ ___________________ ___________________ ___________________

Interest income $1,137.7 $ 104.7 $15.4 $239.6 $118.8 $ – $1,616.2

Interest expense (219.4) (103.9) (8.1) (40.4) (24.7) 1.8 (394.7)

Rental income on operating leases – (103.7) – – – – (103.7)

Other income 74.8 15.0 – – 7.5 0.1 97.4

Depreciation expense 9.7 232.2 – 30.6 – – 272.5___________________ ___________________________ _________________ __________________ ___________________ ___________________ ___________________
Total $1,002.8 $ 144.3 $ 7.3 $229.8 $101.6 $1.9 $1,487.7___________________ ___________________________ _________________ __________________ ___________________ ___________________ ______________________________________ ___________________________ _________________ __________________ ___________________ ___________________ ___________________
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The table below presents fresh start accretion and amortization
based on the contractual maturities of the underlying assets and
liabilities that have an accretable discount, with the accretable
discount accreted/(amortized) based on a level yield basis. Actual
results will differ from contractual realization when timing or
amounts of payments received differ from contractual amounts
due and when timing or amounts of payments made differ from
contractual amounts owed. Differences will also occur if the

assets are sold prior to their maturity. The differences from the
estimates could vary materially and are inherently subject to sig-
nificant uncertainties that may be beyond the control of
the Company.

FSA accretion and amortization adjustments in future periods,
based on the contractual maturities of the underlying assets and
liabilities, is discussed below:

Accretion/(Amortization) of Fresh Start Accounting Adjustments (dollars in millions)

Accretable Discount____________________________________________________________________________________________
Total

2012 and Accretable
2011 Thereafter Discount_____________ ___________________ ____________________

Interest income $ 664.2 $ 891.2 $ 1,555.4

Interest expense (529.3) (2,380.7) (2,910.0)

Rental income on operating leases (50.7) (68.5) (119.2)

Other income 59.1 164.3 223.4

Depreciation expense 246.5 2,775.5 3,022.0_____________ ___________________ ____________________
Total pretax impact $ 389.8 $ 1,381.8 $ 1,771.6_____________ ___________________ _________________________________ ___________________ ____________________

Interest income accretion primarily relates to Corporate Finance
($0.8 billion) and Consumer ($0.5 billion). Due to the contractual
maturity of the underlying loans, accretion income will be realized
primarily within the next 2 years.

Interest expense accretion will be recognized over the contractual
maturity of the underlying debt, which has maturity terms of
2013–2017 for the Series A Notes (accretable discount of
$2.0 billion), 2015 for the Expansion Credit Facility (accretable
premium of $0.1 billion) and 2011–2040 for the other secured bor-
rowings (accretable discount of $1.0 billion). If the debt is repaid
prior to its contractual maturity, and the repayment is accounted
for as a debt extinguishment, accretion of the interest expense
on the underlying debt would be accelerated.

Rental income on operating leases accretion is based on the
contractual maturity of the underlying operating lease. The
majority of the remaining accretion has a contractual maturity of
less than two years.

Depreciation expense accretion is primarily on the Transportation
Finance aircraft and rail operating lease assets, which have an
average life of approximately 15 and 30 years, respectively.

Listed below is the accretion/(amortization) of the accretable
discount for the year ended December 31, 2010 based on the
contractual maturities of the underlying assets and liabilities that
had an accretable discount at December 31, 2009 and the actual
results recorded in the year ended December 31, 2010. The
variance from contractual maturity amounts is due primarily to
payments that were received or made on an accelerated basis (as
compared to the contractual amounts due).

(dollars in millions)

Contractual Actual
Accretion/ Accretion/ 

(Amortization) (Amortization)__________________________ __________________________
Interest income $1,051.0 $1,616.2

Interest expense (417.4) (394.7)

Rental income on operating leases (90.6) (103.7)

Other income 128.3 97.4

Depreciation expense 276.9 272.5__________________________ __________________________
Total pretax impact $ 948.2 $1,487.7__________________________ ____________________________________________________ __________________________
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NET FINANCE REVENUE(1)

The following tables present management’s view of consolidated margin and includes the net interest spread we make on loans and on
the equipment we lease, in dollars and as a percent of average earning assets.

Net Finance Revenue (dollars in millions)

Years Ended December 31________________________________________________________________________________________________
2010 2009 2008_________________ _________________ _________________

CIT Predecessor CIT

Interest income $ 3,720.6 $ 2,358.3 $ 3,638.2

Rental income on operating leases 1,639.7 1,899.5 1,965.3_________________ _________________ _________________
Finance revenue 5,360.3 4,257.8 5,603.5

Interest expense (3,076.7) (2,659.4) (3,139.1)

Depreciation on operating lease equipment (679.1) (1,141.8) (1,145.2)_________________ _________________ _________________
Net finance revenue $ 1,604.5 $ 456.6 $ 1,319.2_________________ _________________ __________________________________ _________________ _________________
Average Earnings Assets (“AEA”) $40,844.3 $59,990.8 $64,225.8_________________ _________________ __________________________________ _________________ _________________
As a % of AEA:

Interest income 9.11% 3.93% 5.66%

Rental income on operating leases 4.01% 3.17% 3.06%_________________ _________________ _________________
Finance revenue 13.12% 7.10% 8.72%

Interest expense (7.53)% (4.43)% (4.89)%

Depreciation on operating lease equipment (1.66)% (1.91)% (1.78)%_________________ _________________ _________________
Net finance revenue 3.93% 0.76% 2.05%_________________ _________________ __________________________________ _________________ _________________
As a % of AEA by Segment:

Corporate Finance 6.89% 2.27% 2.74%

Transportation Finance 1.37% 2.19% 2.63%

Trade Finance (3.70)% 2.39% 3.98%

Vendor Finance 8.70% 2.92% 3.93%

Commercial Segments 4.64% 2.41% 3.06%

Consumer 1.28% (0.24)% 0.91%

Average earning assets are less than comparable balances in Item 6 (Average Balance Sheet tables) due to the exclusion of deposits with banks and other
investments and the inclusion of credit balances of factoring clients.

Net finance revenue for 2010 reflects net FSA accretion of
$1,390 million. Exclusive of net FSA accretion, the decline reflects
lower earning assets and high cash balances, partially offset by
interest expense savings from the accelerated repayment of high-
cost debt and higher net operating lease revenues. As a result of
our portfolio optimization efforts, our earning asset base declined
throughout 2010 as our average earning assets decreased from
$60.0 billion for the year ended December 31, 2009 to
$40.8 billion in the current year. The asset decline was partially
offset by new business volume and growth in operating lease
assets.

High debt costs remained a contributing factor in the low margin
rate. During 2010, we prepaid approximately $4.5 billion of our
high cost first lien debt and refinanced in the third quarter the
remaining $3 billion at a lower cost. In addition, in the fourth
quarter of 2010 we redeemed $1.4 billion of the $2.1 billion of
10.25% Series B Second Lien Notes, representing those that
mature from 2013 through 2016. Interest expense for 2010

included prepayment penalty fees of $138 million. The remaining
Series B Second Lien Notes due in 2017 were redeemed in
January, 2011.

As detailed in the following table, net finance revenue as a per-
centage of AEA for 2010 includes significant favorable impact
from net accretion as a result of FSA. There was no impact from
accretion or amortization of FSA adjustments prior to 2010.

Net Finance Revenue as a % of AEA

Year Ended
December 31, 2010____________________________________

CIT

GAAP – net finance revenue % 3.93%

FSA (3.48%)

Prepayment penalty fees 0.29%_________
0.74%__________________

(1) Net finance revenue is a non-GAAP measure, see non-GAAP financial information.
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Excluding FSA and the effect of prepayment penalties on high-
cost debt during 2010, margin grew sequentially during the first
three quarters due to a decrease in high cost debt. During the
fourth quarter, our yield compressed as the sale of non-strategic
consumer receivables (which carried higher yields and a higher
risk profile) in Vendor Finance and the pressure on rental margins,
including the impact from the return of aircraft from a bankrupt
carrier, more than offset the benefits paying down high cost debt.
In addition, average cash was elevated in the fourth quarter.

Net finance revenue during 2009 also reflected the declining asset
base as well as lower operating lease margins, maintaining cash
balances, losses related to the unwinding of terminated swaps,
joint venture related activities, and higher non-accrual loans. In
addition, although market interest rates declined and remained
low, the decline in benchmark rates was offset by CIT’s higher
funding spreads, reducing net finance revenue percentage.
Incrementally higher borrowing costs were associated with secured
borrowings, including the Credit Facility and Expansion Facility.

Net Operating Lease Revenue as a % of Average Operating Leases (AOL) (dollars in millions)

Years Ended December 31________________________________________________________________________________________________
2010 2009 2008_________________ _________________ _________________

CIT Predecessor CIT

Rental income on operating leases 14.93% 14.44% 15.61%

Depreciation on operating lease equipment (6.18)% (8.68)% (9.10)%_________________ _________________ _________________
Net operating lease revenue % 8.75% 5.76% 6.51%_________________ _________________ __________________________________ _________________ _________________
Net operating lease revenue %, excluding FSA 5.62% 5.76% 6.51%_________________ _________________ __________________________________ _________________ _________________
Average Operating Lease Equipment (“AOL”) $10,981.0 $13,149.0 $12,588.2_________________ _________________ __________________________________ _________________ _________________

2010 net operating lease revenue included an FSA benefit of
$169 million. Before FSA adjustments, net operating lease
revenue increased as higher asset balances offset downward
pressure on lease rents. Net operating lease revenue is primarily
generated from aircraft and rail transportation portfolios.
Utilization remained strong in aerospace, and all new aircraft
scheduled for delivery over the next twelve months from our
order book are placed on lease. Rail utilization rates, including
customer commitments to lease, improved to 94% from 90% at
December 31, 2009 on modest increases in activity across most
major car types. Market rents improved modestly, but 2010
renewal rates remained under pressure.

Net operating lease revenue for 2009 of $758 million was down
8% as the relatively strong performance of the commercial aero-
space portfolio was offset by decreased rentals in rail. Rail lease
and utilization rates were under pressure during 2009 as carriers
and shippers reduced their fleets and returned cars to us. At
December 31, 2009, our commercial aircraft portfolio was essen-
tially all leased, while rail utilization decreased to 90% from 95%
at December 31, 2008. See “Concentrations – Operating Leases”
for additional information.

CREDIT METRICS

Management analyzes credit trends both before and after FSA in
order to provide comparability with our longer-term credit trends
(which included pre-emergence / historical accounting) and credit
trends experienced by other market participants.

Our credit metrics showed signs of stabilization in the second half
of 2010. Non-accrual loans declined from a peak of $2.1 billion at
the end of the second quarter to $1.6 billion at December 31,
2010, as additions to non-accrual loans dropped significantly in
the second half. Charge-offs, while high compared to historical
standards, were considerably below 2009 levels.

In the fourth quarter of 2010, we further refined our practices to
accelerate charge-offs based on delinquency status in selected
small-ticket portfolios in Vendor Finance and small business
lending in Corporate Finance. This change, which accelerated
automatic charge-offs in these portfolios to between 120 and
150 days delinquent from the previous 180 day standard,
increased charge-offs by approximately $75 million in the
second half of 2010. This refinement had no material impact on
provision expense.

Credit performance throughout 2009 was impacted negatively by
ongoing economic weakness globally. Non-accrual loans and
charge-offs increased significantly, particularly in the commercial
real estate, printing, publishing, energy, lodging, leisure and
small business lending sectors. Our Corporate Finance cash flow
loan portfolio was most severely impacted. As a result, we had a
higher provision for loan losses and increased our allowance for
loan losses significantly from prior year levels.

As a result of adopting FSA, the allowance for loan losses at
December 31, 2009 was eliminated and effectively recorded as
discounts on loans as part of the fair value of finance receivables.
A portion of the discount attributable to embedded credit losses
is recorded as non-accretable discount and is utilized as such
losses occur, primarily on impaired, non-accrual loans. Any incre-
mental deterioration of loans in this group results in incremental
provisions or charge-offs. Improvements or increases in fore-
casted cash flows in excess of the non-accretable discount will
reduce any allowance on the loan established after emergence
from bankruptcy. Once such allowance (if any) has been reduced
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and the account is returned to accruing status, the non-acc-
retable discount is reclassified to accretable discount and is
recorded as finance income over the remaining life of the
account. For performing pre-emergence loans, an allowance for
loan losses is established to the extent the net carrying value
(after FSA discount) is not deemed to be recoverable. Recoveries
on pre-emergence (2009 and prior) charge-offs are reflected in
other income, and totaled $278 million for 2010.

The allowance for loan losses is intended to provide for losses
inherent in the portfolio based on estimates of the ultimate
outcome of collection efforts, realization of collateral values, and
other pertinent factors, such as estimation risk related to per-
formance in prospective periods. We may make adjustments to
the allowance depending on general economic conditions and
specific industry weakness or trends in our portfolio credit
metrics, including non-accrual loans and charge-off levels and
realization rates on collateral.

Our allowance for loan losses includes: (1) specific reserves for
impaired loans, (2) non-specific reserves for estimated losses
inherent in non-impaired loans based on historic loss experience
and our estimates of projected loss levels and (3) a qualitative
adjustment to the reserve for economic risks, industry and
geographic concentrations, and other factors. Our policy is to
recognize losses through charge-offs when there is high likeli-
hood of loss after considering the borrower’s financial condition,
underlying collateral and guarantees, and the finalization of
collection activities.

See Risk Factors for additional discussion on allowance for loan
losses.

The following table presents detail on our allowance for loan
losses, including charge-offs and recoveries:

Allowance for Loan Losses and Provision for Credit Losses (dollars in millions)

Years Ended December 31______________________________________________________________

CIT Predecessor CIT_________________ _____________________________________________________________________________________________
2010 2009 2008 2007 2006_________________ _________________ _________________ _________________ _________________

Allowance – beginning of period $ – $ 1,096.2 $ 574.3 $ 577.1 $ 540.2_________________ _________________ _________________ _________________ _________________
Provision for credit losses(1) 820.3 2,660.8 1,049.2 241.8 159.8

Change related to new accounting guidance(2) 68.6 – – – –

Changes relating to foreign currency translation, other(1) (8.2) (12.2) (36.8) (64.6) 10.4_________________ _________________ _________________ _________________ _________________
Net additions 880.7 2,648.6 1,012.4 177.2 170.2_________________ _________________ _________________ _________________ _________________
Gross charge-offs (510.3) (2,068.2) (557.8) (265.4) (204.8)

Recoveries(3) 45.8 109.6 67.3 85.4 71.5_________________ _________________ _________________ _________________ _________________
Net Charge-offs (464.5) (1,958.6) (490.5) (180.0) (133.3)_________________ _________________ _________________ _________________ _________________
Allowance before fresh start adjustments 416.2 1,786.2 1,096.2 574.3 577.1

Fresh start adjustments – (1,786.2) – – –_________________ _________________ _________________ _________________ _________________
Allowance – end of period $ 416.2 $ – $ 1,096.2 $ 574.3 $ 577.1_________________ _________________ _________________ _________________ __________________________________ _________________ _________________ _________________ _________________
Loans

Commercial Segments loans $16,424.6 $25,153.9 $40,654.0 $41,581.2 $36,177.6

Consumer loans 8,075.9 9,683.7 12,472.6 12,179.7 9,026.0_________________ _________________ _________________ _________________ _________________
Total loans $24,500.5 $34,837.6 $53,126.6 $53,760.9 $45,203.6_________________ _________________ _________________ _________________ __________________________________ _________________ _________________ _________________ _________________
Allowance

Commercial Segments 416.2 – 857.9 512.2 548.8

Consumer – – 238.3 62.1 28.3_________________ _________________ _________________ _________________ _________________
Total allowance for credit losses $ 416.2 $ – $ 1,096.2 $ 574.3 $ 577.1_________________ _________________ _________________ _________________ __________________________________ _________________ _________________ _________________ _________________

(1) Includes amounts related to reserves on unfunded loan commitments, which are reflected in other liabilities.

(2) Reflects reserves associated with loans consolidated in accordance with 2010 adoption of accounting guidance on consolidation of variable interest entities.

(3) Recoveries for the year ended December 31, 2010 do not include $278.2 million of recoveries on accounts that were charged-off pre-FSA, which are
included in Other Income.
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In addition to amounts related to pre-emergence loans, the
allowance and provision also include amounts related to finance
receivables originated during 2010. The following table summarizes
the components of the provision and allowance recorded in 2010:

For the year ended/at December 31, 2010: (dollars in millions)

Provision Allowance
for Credit for Loan

Losses Losses__________________ ___________________
Specific Reserves on Impaired Loans $121.3 $121.3__________________ ___________________
New Originations, including 
Trade Finance 91.1 91.1

Securitized assets brought 
on-balance sheet (7.5) 51.2

Other non-specific reserves 
(including qualitative) 150.9 152.6__________________ ___________________
Non-specific Reserves 234.5 294.9__________________ ___________________
Net Charge-offs 464.5 –__________________ ___________________
Totals $820.3 $416.2__________________ _____________________________________ ___________________

The reported allowance was 1.70% of finance receivables at
December 31, 2010. Management also analyzes the amount of
coverage on a pre-FSA basis by combining the non-accretable
discount balance and the allowance for loan losses. On this
basis, a total of $788 million, or 2.98% of pre-FSA finance
receivables, is available to cover losses, down from 4.16% at
December 31, 2009. The decline during 2010 largely reflects the
utilization of approximately $400 million in non-accretable
discount related to the sale of substantially all the private
student loan portfolio and the valuation allowance taken on the
remaining private loan portfolio in assets held for sale. For the
commercial segments, total reserves on this basis were 4.36% of
pre-FSA receivables, versus 4.14% at December 31, 2009. The
consumer segment consists primarily of U.S. Government
guaranteed loans at December 31, 2010.

FSA discount and allowance balances by segment are presented
in the following tables:

At December 31, 2010_________________________________________________________________________________
Finance FSA – FSA – Non- Finance Allowance Net 

Receivables Accretable accretable Receivables for Credit Carrying
pre-FSA Discount Discount(1) post-FSA Losses Value______________________ ____________________ _____________________ _____________________ ___________________ __________________

Corporate Finance $ 9,571.3 $ (763.4) $(325.7) $ 8,482.2 $(303.7) $ 8,178.5

Transportation Finance 1,536.8 (146.1) (1.8) 1,388.9 (23.7) 1,365.2

Trade Finance 2,387.4 – – 2,387.4 (29.9) 2,357.5

Vendor Finance 4,348.0 (147.3) (34.6) 4,166.1 (58.9) 4,107.2______________________ ____________________ _____________________ _____________________ ___________________ __________________
Commercial Segments 17,843.5 (1,056.8) (362.1) 16,424.6 (416.2) 16,008.4______________________ ____________________ _____________________ _____________________ ___________________ __________________

Consumer 8,584.6 (498.6) (10.1) 8,075.9 – 8,075.9______________________ ____________________ _____________________ _____________________ ___________________ __________________
Total $26,428.1 $(1,555.4) $(372.2) $24,500.5 $(416.2) $24,084.3______________________ ____________________ _____________________ _____________________ ___________________ ________________________________________ ____________________ _____________________ _____________________ ___________________ __________________

At December 31, 2009_________________________________________________________________________________
Finance FSA – FSA – Non- Finance Allowance Net 

Receivables Accretable accretable Receivables for Credit Carrying
pre-FSA Discount Discount(1) post-FSA Losses Value______________________ ____________________ _____________________ _____________________ ___________________ __________________

Corporate Finance $15,310.8 $(2,232.5) $ (912.5) $12,165.8 $ – $12,165.8

Transportation Finance 2,081.6 (271.4) (2.1) 1,808.1 – 1,808.1

Trade Finance 3,008.4 (10.6) (6.8) 2,991.0 – 2,991.0

Vendor Finance 8,859.7 (381.2) (289.5) 8,189.0 – 8,189.0______________________ ____________________ _____________________ _____________________ ___________________ __________________
Commercial Segments 29,260.5 (2,895.7) (1,210.9) 25,153.9 – 25,153.9______________________ ____________________ _____________________ _____________________ ___________________ __________________

Consumer 10,865.0 (723.5) (457.8) 9,683.7 – 9,683.7______________________ ____________________ _____________________ _____________________ ___________________ __________________
Total $40,125.5 $(3,619.2) $(1,668.7) $34,837.6 $ – $34,837.6______________________ ____________________ _____________________ _____________________ ___________________ ________________________________________ ____________________ _____________________ _____________________ ___________________ __________________

(1) Non-accretable discount including certain accretable discount amounts relating to non-accrual loans for which accretion has been suspended.
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The following table presents charge-off, by business segment. See Results by Business Segment for additional information.

Charge-offs as a Percentage of Average Finance Receivables (dollars in millions)

Years Ended December 31_________________________________________________________________________________________________________________________________________________________________________________________________
CIT Predecessor CIT___________________________________ _______________________________________________________________________________________________________________________________________________________

2010 2009 2008 2007 2006___________________________________ _________________________________ ________________________________ ________________________________ ________________________________
Gross Charge-offs

Corporate Finance $266.3 2.43% $1,440.6 7.70% $193.1 0.89% $ 92.7 0.45% $ 81.8 0.48%

Transportation Finance 4.8 0.29% 3.4 0.14% – – 0.5 0.02% 1.4 0.08%

Trade Finance 29.8 1.12% 111.8 2.42% 64.1 0.95% 33.8 0.47% 42.6 0.63%

Vendor Finance 183.3 2.94% 373.0 3.46% 174.7 1.64% 82.4 0.81% 63.5 0.88%____________ ______________ ____________ ____________ ____________
Commercial Segments 484.2 2.25% 1,928.8 5.27% 431.9 1.04% 209.4 0.53% 189.3 0.57%

Consumer 26.1 0.30% 139.4 1.17% 125.9 0.99% 56.0 0.52% 15.5 0.21%____________ ______________ ____________ ____________ ____________
Total 510.3 1.68% 2,068.2 4.27% 557.8 1.02% 265.4 0.52% 204.8 0.51%____________ ______________ ____________ ____________ ____________

Recoveries(1)

Corporate Finance 12.9 0.11% 41.4 0.22% 15.8 0.07% 23.2 0.11% 44.1 0.26%

Transportation Finance – – 0.9 0.04% 1.3 0.05% 32.7 1.41% 0.1 0.01%

Trade Finance 1.2 0.04% 3.2 0.07% 1.9 0.03% 2.1 0.03% 5.2 0.08%

Vendor Finance 30.9 0.49% 57.0 0.53% 42.3 0.40% 24.4 0.24% 20.4 0.28%____________ ______________ ____________ ____________ ____________
Commercial Segments 45.0 0.21% 102.5 0.28% 61.3 0.15% 82.4 0.21% 69.8 0.21%

Consumer 0.8 0.01% 7.1 0.06% 6.0 0.05% 3.0 0.03% 1.7 0.02%____________ ______________ ____________ ____________ ____________
Total 45.8 0.15% 109.6 0.23% 67.3 0.12% 85.4 0.17% 71.5 0.18%____________ ______________ ____________ ____________ ____________

Net Charge-offs

Corporate Finance 253.4 2.32% 1,399.2 7.48% 177.3 0.82% 69.6 0.34% 37.6 0.22%

Transportation Finance 4.8 0.29% 2.5 0.10% (1.3) (0.05)% (32.3) (1.39)% 1.4 0.08%

Trade Finance 28.6 1.08% 108.6 2.35% 62.2 0.92% 31.6 0.44% 37.4 0.55%

Vendor Finance 152.4 2.45% 316.0 2.93% 132.4 1.24% 58.0 0.57% 43.1 0.60%____________ ______________ ____________ ____________ ____________
Commercial Segments 439.2 2.04% 1,826.3 4.99% 370.6 0.89% 126.9 0.32% 119.5 0.36%

Consumer 25.3 0.29% 132.3 1.11% 119.9 0.94% 53.1 0.49% 13.8 0.19%____________ ______________ ____________ ____________ ____________
Total $464.5 1.53% $1,958.6 4.04% $490.5 0.90% $180.0 0.35% $133.3 0.33%____________ ______________ ____________ ____________ ________________________ ______________ ____________ ____________ ____________

Supplemental Non-U.S. Commercial Disclosure

Gross Charge-offs $134.1 $ 308.6 $109.3 $ 77.1 $ 54.0

Recoveries $ 19.5 $ 37.2 $ 24.6 $ 18.2 $ 10.8

(1) Amounts for the year ended December 31, 2010 do not include $278.2 million of recoveries on receivables charged off prior to 2010 and classified as
other income.

Gross Charge-offs (pre-FSA) as a Percentage of Average Finance Receivables (dollars in millions)

Years Ended December 31_________________________________________________________________________________________________________________________________________________________________________________________________
CIT Predecessor CIT___________________________________ _______________________________________________________________________________________________________________________________________________________

2010 2009 2008 2007 2006___________________________________ _________________________________ ________________________________ ________________________________ ________________________________
Gross Charge-offs

Corporate Finance $ 612.7 4.78% $1,440.6 7.70% $193.1 0.89% $ 92.7 0.45% $ 81.8 0.48%

Transportation Finance 5.0 0.27% 3.4 0.14% – – 0.5 0.02% 1.4 0.08%

Trade Finance 31.8 1.19% 111.8 2.42% 64.1 0.95% 33.8 0.47% 42.6 0.63%

Vendor Finance 302.1 4.54% 373.0 3.46% 174.7 1.64% 82.4 0.81% 63.5 0.88%_______________ _______________ ____________ ____________ ____________
Commercial Segments 951.6 3.96% 1,928.8 5.27% 431.9 1.04% 209.4 0.53% 189.3 0.57%

Consumer 76.1 0.78% 139.4 1.17% 125.9 0.99% 56.0 0.52% 15.5 0.21%_______________ _______________ ____________ ____________ ____________
Total $1,027.7 3.05% $2,068.2 4.27% $557.8 1.02% $265.4 0.52% $204.8 0.51%_______________ _______________ ____________ ____________ ___________________________ _______________ ____________ ____________ ____________
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Similar to 2009, in 2010 Corporate Finance was the primary driver
of charge-off trends, as this segment continues to be our busi-
ness most severely impacted by the weak economic environment
due to a higher proportion of leveraged cash flow loans and
exposure to industries dependent on discretionary business and
consumer spending. Though down from 2009, credit losses
remained high in the energy, print, media and gaming industries,
as well as in our small business lending unit.

Transportation Finance had a minimal level of charge-offs in all
years presented, as the majority of assets in this segment are
operating leases. The 2010 and 2009 charge-offs were largely
related to business air loans, while the large recovery in 2007
related to a charge-off taken on a U.S. hub carrier in 2005.

Trade Finance net charge-offs in 2010 improved from 2009, as the
continued lackluster retail environment was mitigated by inven-
tory reduction, cost containment and liquidity management
discipline by retail customers. Though down in amount, the per-
centage is above earlier years due to the shift from factoring to
deferred purchase agreements, which had the effect of lowering
the average receivable balance, as they are off-balance sheet.
Additionally, approximately $18 million of recoveries on receiv-
ables charged off prior to 2010 were classified as other income

under FSA. 2009 reflected the weak economic environment and
constrained consumer spending, which negatively impacted
retailers and suppliers. Proactive management of our exposure
and obtaining additional collateral where possible on problem
accounts has helped to minimize the impact of the downturn over
the past two years.

Similar to the other commercial segments, Vendor Finance
charge-offs declined from 2009, but remained above historic
levels. Given our focus on smaller balance transactions with broad
industry and geographic diversification, and the essential nature
of the equipment we lend and lease against in this segment, the
impact of the macro economic slowdown, although significant, has
been less severe in Vendor Finance than in Corporate Finance.

Consumer charge-offs were down from 2009, due to reduced
charge-offs in the private student loan portfolio, as charge-offs
were virtually fully-absorbed by FSA discount through the sale of
the portfolio in the fourth quarter. As a result, as of December 31,
2010, the Consumer portfolio consists primarily of student loans
that are 97%-98% guaranteed by the U.S. government, thereby
mitigating our ultimate credit risk.

The tables below present information on non-performing loans:

Non-accrual and Past Due Loans at December 31 (dollars in millions)

CIT Predecessor CIT____________________ ______________________________________________
2010 2009 2009(1) 2008 2007 2006_______________ _______________ _______________ _______________ ____________ ____________

Non-accrual loans
U.S. $1,336.1 $1,465.5 $2,335.3 $1,081.7 $387.0 $269.1
Foreign 279.2 108.8 292.4 138.8 82.0 38.2_______________ _______________ _______________ _______________ ____________ ____________

Commercial Segments 1,615.3 1,574.3 2,627.7 1,220.5 469.0 307.3_______________ _______________ _______________ _______________ ____________ ____________
Consumer 0.7 0.1 197.7 194.1 8.5 3.0_______________ _______________ _______________ _______________ ____________ ____________
Non-accrual loans $1,616.0 $1,574.4 $2,825.4 $1,414.6 $477.5 $310.3_______________ _______________ _______________ _______________ ____________ ___________________________ _______________ _______________ _______________ ____________ ____________
Troubled Debt Restructurings

U.S. $ 412.4 $ 116.5 $ 189.2 $ 107.6 $ 44.2 $ 9.9
Foreign 49.3 4.5 24.9 21.7 23.7 –_______________ _______________ _______________ _______________ ____________ ____________

Restructured loans $ 461.7 $ 121.0 $ 214.1 $ 129.3 $ 67.9 $ 9.9_______________ _______________ _______________ _______________ ____________ ___________________________ _______________ _______________ _______________ ____________ ____________
Government guaranteed accruing student 
loans past due 90 days or more $ 433.6 $ 480.7 $ 493.7 $ 466.5 $409.9 $260.2
Other accruing loans past due 90 days or more 1.7 89.4 88.2 203.1 44.9 110.0_______________ _______________ _______________ _______________ ____________ ____________
Total accruing loans past due 90 days or more $ 435.3 $ 570.1 $ 581.9 $ 669.6 $454.8 $370.2_______________ _______________ _______________ _______________ ____________ ___________________________ _______________ _______________ _______________ ____________ ____________

(1) Reflects balances pre-FSA.
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Non-accrual loans as a Percentage of Finance Receivables at December 31 (dollars in millions)

CIT Predecessor CIT________________________________________________________________________ ________________________________________________________________________
2010 2009 2009(1) 2008_________________________________ ________________________________ ________________________________ ________________________________

Corporate Finance $1,239.8 14.62% $1,374.8 11.30% $2,226.1 14.64% $ 946.6 4.56%

Transportation Finance 63.2 4.55% 6.8 0.38% 8.4 0.38% 24.3 0.92%

Trade Finance 164.4 6.89% 90.5 3.03% 97.3 3.24% 81.5 1.35%

Vendor Finance 147.9 3.55% 102.2 1.25% 295.9 3.14% 168.1 1.50%_______________ _______________ _______________ _______________
Commercial Segments 1,615.3 9.84% 1,574.3 6.26% 2,627.7 8.80% 1,220.5 3.00%

Consumer 0.7 0.01% 0.1 – 197.7 1.74% 194.1 1.56%_______________ _______________ _______________ _______________
Total $1,616.0 6.60% $1,574.4 4.52% $2,825.4 6.86% $1,414.6 2.66%_______________ _______________ _______________ ______________________________ _______________ _______________ _______________

2010(1)_________________________________
Corporate Finance $1,604.0 16.76%

Transportation Finance 71.3 4.64%

Trade Finance 164.4 6.89%

Vendor Finance 174.9 4.02%_______________
Commercial Segments 2,014.6 11.29%

Consumer 1.0 0.01%_______________
Total $2,015.6 7.63%______________________________

(1) Reflects balances pre-FSA.

See Non-GAAP Financial Measurements for reconciliation to
GAAP measurement.

The reduction in Corporate Finance non-accruals from 2009
reflected workouts and asset sales, as well as a reduction in new
account additions during the second half of 2010 in the previ-
ously-mentioned sectors that are impacted by economic
weakness caused by lower consumer spending. Trade Finance
nonaccrual balances increased as clients and retailers remained
challenged by reduced consumer demand resulting from high
unemployment levels, while the Transportation Finance non-
accrual loan balance is comprised primarily of one leveraged
finance account and one commercial air account. The reduction
in pre-FSA Consumer non-accrual loans from 2009 reflects the
sale of substantially all the private student lending portfolio and
the valuation of the remaining private loan portfolio in assets
held for sale.

Non-accrual loans, prior to FSA, declined 29% in amount from
2009, as reductions in Corporate Finance and Vendor Finance

were mitigated by increases in Transportation Finance and Trade
Finance. This decline followed a virtual doubling of non-accrual
loan balances from the preceding year in 2009, most notably in
Corporate Finance, reflecting the negative performance by our
borrowers and the prolonged global recessionary economic envi-
ronment. Though down in amount from 2009, the continued
portfolio liquidation during the year resulted in an increase in
2010 non-accrual loans as a percentage of finance receivables
from the prior year.

Reported non-accrual loans, including related FSA discounts,
increased 3% from 2009, as losses on non-accrual loans are first
applied against discounts and thus do not reduce post-FSA loan
balances to the same extent as pre-FSA balances.

Prospective net charge-offs and non-accrual loans will continue to
be impacted by FSA, though to a lesser degree than in 2009, as
$372 million of non-accretable discount is available to absorb
future charge-offs at December 31, 2010, versus $1.7 billion at
December 31, 2009.



Item 7: Management’s Discussion and Analysis

CIT ANNUAL REPORT 2010 47

Foregone Interest on Non-accrual Loans and Troubled Debt Restructurings (dollars in millions)

CIT Predecessor CIT________________________________________________________________________ ________________________________________________________________________
2010 2009________________________________________________________________________ ________________________________________________________________________

U.S. Foreign Total U.S. Foreign Total________________ ______________ ____________ ________________ ______________ ____________
Interest revenue that would have been earned 
at original terms $244.7 $35.6 $280.3 $264.3 $27.6 $291.9

Interest recorded 35.4 15.0 50.4 80.9 16.9 97.8________________ ______________ ____________ ________________ ______________ ____________
Foregone interest revenue $209.3 $20.6 $229.9 $183.4 $10.7 $194.1________________ ______________ ____________ ________________ ______________ ____________________________ ______________ ____________ ________________ ______________ ____________

The Company periodically modifies the terms of loans / finance
receivables in response to borrowers’ difficulties. Modifications
that include a financial concession to the borrower that otherwise
would not have been considered, are accounted for as Troubled
Debt Restructurings (“TDR”). The discussion and tables that
follow reflect loan carrying values as of December 31, 2010 of

accounts that have been modified. These balances are further
detailed in the following table.

Borrower compliance with the modified terms is the primary
measurement that we use to determine the success of these
programs.

Troubled Debt Restructurings and Modifications (dollars in millions)

%
December 31, 2010 Compliant___________________________________________________________________ ___________________

(excluding FSA) (including FSA)

Troubled Debt Restructurings

Deferral of interest and/or principal $299.9 $209.0 86%

Modification of contract terms 215.7 184.0 67%

Debt forgiveness 66.4 45.8 96%

Debt exchange 27.8 22.9 20%___________________________ ___________________
$609.8 $461.7 76%___________________________ ______________________________________________ ___________________

Percent non-accrual 95% 95%___________________________ ___________________

%
Modifications Compliant___________________
Modification of contract terms $249.0 90%

Extended maturity 93.0 100%

Covenant relief 33.5 100%

Principal deferment 19.1 98%

Debt exchange 14.2 100%

Interest rate increase 6.7 100%___________________________
$415.5 94%______________________________________________________

Percent non-accrual 37%___________________________
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Cross-Border Transactions

Cross-border transactions reflect monetary claims on borrowers
domiciled in foreign countries and primarily include cash
deposited with foreign banks and receivables from residents of a

foreign country, reduced by amounts funded in the same currency
and recorded in the same jurisdiction. The following table
includes all countries that we have cross-border claims of 0.75%
or greater of total consolidated assets at December 31, 2010:

Cross-border Outstandings as of December 31 (dollars in millions)

CIT Predecessor CIT________________________________________________________________________________________________________________________________________________________________ ________________________________________
2010 2009 2008_____________________________________________________________________________________________________________________ ________________________________________ __________________________________________

Exposure Exposure Exposure 
as a as a as a

Net Local Percentage Percentage Percentage
Country Total of Total Total of Total Total of Total

Country Banks Government Other Claims Exposure Assets Exposure Assets Exposure Assets______________ ____________ _______________________ ____________ __________________ _________________ _____________________ _________________ ____________________ _________________ _____________________
Canada $ 22.0 $ – $140.0 $3,206.0 $3,368.0 6.61% $2,753.1 4.59% $3,194.1 3.97%

United Kingdom 33.0 1.0 110.0 238.0 382.0 0.75% 1,311.3 2.18% 1,852.4 2.30%

Germany 150.0 3.0 75.0 356.0 584.0 1.15% 733.7 1.22% 1,324.1 1.65%

France 189.0 – 501.0 22.0 712.0 1.40% 344.5 0.57% 854.9 1.06%

Ireland(1) 496.7 0.83% 674.5 0.84%

(1) Cross-border outstandings were less than 0.75% of total consolidated assets for 2010.

OTHER INCOME

Other Income (dollars in millions)

Years Ended December 31______________________________________________________________________________________________
CIT Predecessor CIT_______________ ___________________________________________________

2010 2009 2008_______________ _______________ _______________
Rental income on operating leases $1,639.7 $1,899.5 $1,965.3

Other:

Recoveries of pre-FSA charge-offs 278.2 – –

Gains (losses) on loan and portfolio sales 251.8 (197.5) 19.8

Gains on sales of leasing equipment 154.6 56.0 173.4

Factoring commissions 145.0 173.5 197.2

Fees and commissions 135.6 234.6 227.5

Counterparty receivable accretion 97.4 – –

Investment (losses) gains 19.2 (58.0) (19.0)

Change in estimated fair value TARP Warrant liability – 70.6 –

Valuation allowance for assets held for sale (8.9) (79.8) (103.9)

Losses on non-qualifying derivatives and foreign currency exchange (70.7) (187.4) –

Change in GSI facility derivative fair value – (285.0) –_______________ _______________ _______________
Total Other 1,002.2 (273.0) 495.0_______________ _______________ _______________

Total other income $2,641.9 $1,626.5 $2,460.3_______________ _______________ ______________________________ _______________ _______________

Other income improved from 2009 reflecting gains on loan and
portfolio sales, increased gains on sales of leasing equipment,
recoveries from loans charged off prior to emergence (recorded
in other income) and greater fees and commissions, as well as
increased investment gains. The prior year reflected loan sales at
discounts, impairment charges on investments and retained inter-
ests and the recognition of a $285 million charge related to a
derivative in conjunction with the reduction in the size of the
Goldman Sachs lending facility (“GSI Facility”).

Rental income on operating leases decreased on lower asset bal-
ances, as average operating lease equipment declined 16%. See
“Net Finance Revenues” and “Financing and Leasing Assets –
Results by Business Segment” and “Concentrations – Operating
Leases” for additional information.

Recoveries of pre-FSA charge-offs reflects repayments or other
workout resolutions on loans charged off prior to emergence
from bankruptcy. These recoveries are recorded as other income,
not as a reduction to the provision for loan losses.
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Gains on loan and portfolio sales reflect amounts received in
excess of current net asset carrying values. Loans sold totaled
$4.2 billion, consisting of $1.8 billion in Corporate Finance, $1.6
billion in Vendor Finance, $0.7 billion in Consumer and approxi-
mately $0.1 billion in Transportation.

Gains on sales of leasing equipment resulted from sales volume of
$0.9 billion in 2010 versus $0.6 billion in 2009. Equipment sales for
2010 consist of $0.4 billion in Vendor Finance assets, $0.3 billion in
Transportation assets and $0.2 billion in Corporate Finance assets.

Factoring commissions declined, as they were impacted by lower
factoring volume and a modest reduction in rates.

Fees and commissions are comprised of asset management,
agent and advisory fees, and servicing fees, as well as income
from joint ventures. 2009 and 2008 also included securitization-
related servicing fees, accretion and impairments. Agent and
advisory fees and commissions declined over the past three years
due to lower deal activity, and asset management and servicing
fees declined on lower asset levels. 2010 fees and commissions
declined in connection with bringing on-balance sheet certain
previously securitized receivables, which reduced securitization-
related servicing fees and eliminated retained interest accretion.

Counterparty receivable accretion primarily relates to the accre-
tion of a fair value mark on the receivable from GSI related to a
secured borrowing facility. See Note 7 — Long-term Borrowings.

Investment gains (losses) primarily reflects the gain on sale of our
equity interest in Care Investment Trust Inc., an externally managed
real estate investment trust (REIT) formed by CIT in 2007.

Valuation allowance for assets held for sale relates to the sale of
Corporate Finance and Consumer loans and Transportation and
Vendor Finance equipment.

Losses on derivatives and foreign currency exchange largely
reflects losses on transactional exposures, in part offset by eco-
nomic hedges that do not qualify for hedge accounting, and
losses on interest rate swaps that arose from the bankruptcy,
when most of our derivative transactions that we used to
establish our hedge positions were terminated in 2009.

Change in GSI facility derivative fair value represents a charge for
a change in the fair value of the GSI facility derivative financial
instrument, relating to our downsizing of the facility.

EXPENSES

Other Expenses (dollars in millions)

Years Ended December 31______________________________________________________________________________________________
CIT Predecessor CIT_______________ ___________________________________________________

2010 2009 2008_______________ _______________ _______________
Depreciation on operating lease equipment $ 679.1 $1,141.8 $1,145.2

Salaries and general operating expenses:

Compensation and benefits 571.5 522.5 752.4

Professional fees – other 115.8 125.9 124.6

Technology 75.0 77.0 83.7

Net occupancy expense 48.9 66.8 74.7

Professional fees – Restructuring Plan – 98.4 –

Other expenses 154.9 207.2 245.1_______________ _______________ _______________
Total salaries and general operating expenses 966.1 1,097.8 1,280.5

Provision for severance and facilities exiting activities 52.2 42.9 166.5

Goodwill and intangible assets impairment charges – 692.4 467.8

(Gains) losses on debt and debt-related derivative extinguishments – (207.2) (73.5)_______________ _______________ _______________
Total expenses $1,697.4 $2,767.7 $2,986.5_______________ _______________ ______________________________ _______________ _______________
Headcount 3,778 4,293 4,995

Depreciation on operating leases is recognized on owned equip-
ment over the lease term or projected economic life of the asset.
FSA adjustments reduced 2010 depreciation expense by
$272.5 million. See “Net Finance Revenues” and “Financing and
Leasing Assets – Results by Business Segment” and
“Concentrations – Operating Leases” for additional information.

Salaries and general operating expenses declined year over
year as we continued to focus on efficiency improvements,
headcount reductions and facility consolidating activities to

better correspond with the lower asset base. Headcount
declined 12% from prior year.

- Compensation and benefits were up as 2010 included both
equity and cash incentive costs, while 2009 had limited incen-
tive costs. Excluding incentive compensation costs,
Compensation and benefits were down from 2009.

- Professional fees – other reflect legal and other professional
fees such as tax, audit, and consulting services.
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- Technology costs decreased slightly in 2010 in connection with
efficiency improvements.

- Net Occupancy expense decreased 27% due to real estate
facility restructuring activities.

- Other expenses decreased 25% in connection with streamlining
initiatives, including lower discretionary spending in advertis-
ing, marketing, travel and entertainment.

- Provision for severance and facilities exiting activities reflects
office space consolidation as we exited our headquarters in
New York and reflects reductions of over 500 employees,
approximately 12% of the workforce. See Note 24 — Severance
and Facility Exiting Reserves for additional information.

Goodwill and intangible assets impairment charges in 2009 relate
to Corporate Finance and Trade Finance pretax goodwill impair-
ment charges of $567.6 million and a pretax intangible asset

impairment charge of $124.8 million. Goodwill and intangible asset
impairment charges in 2008 primarily relate to Vendor Finance.

Gains (losses) on debt and debt-related derivative extinguishments
in 2009 includes a pre-tax gain of $67.8 million recognized on our
August 17, 2009 notes tender and the pre-tax gain of
$139.4 million (net of costs to unwind related hedges) from the
repurchase of $471 million of senior unsecured notes. The 2008
balance includes gains of approximately $216 million primarily
relating to extinguishment of $490 million in debt related to our
equity unit exchange (gain of $99 million) and the extinguishment
of $360 million in Euro and Sterling denominated senior unse-
cured notes (gain of $110 million), in part offset by losses of
$148 million due to the discontinuation of hedge accounting for
interest rate swaps hedging our commercial paper.

INCOME TAXES

Income Tax Data for the years ended December 31 (dollars in millions)

Predecessor CIT_____________________________________________________________________________________________________________________
2009_____________________________________________________________________________________________

CIT Pre FSA/ FSA/____________
2010 Reorganization Reorganization Total 2008____________ ____________________________ ____________________________ _____________ _____________

(Benefit) provision for income taxes $193.0 $ 9.0 $(212.9) $(203.9) $(314.5)

Tax (benefit) provision on significant, unusual items – – – – (98.3)

Discreet items (Tax liability releases/NOL valuation
adjustments/Changes in uncertain tax liabilities) 53.9 39.8 32.0 71.8 (31.6)____________ ____________________________ ____________________________ _____________ _____________
(Benefit) provision for income taxes on 
continuing operations 246.9 48.8 (180.9) (132.1) (444.4)

(Benefit) for income taxes on discontinued operation – – – – (509.2)____________ ____________________________ ____________________________ _____________ _____________
(Benefit) provision for income taxes – Total $246.9 $48.8 $(180.9) $(132.1) $(953.6)____________ ____________________________ ____________________________ _____________ _________________________ ____________________________ ____________________________ _____________ _____________
Effective tax rate – continuing operations 32.1% (0.2)% (5.5)% (399.1)% 41.3%

Effective tax rate – continuing operations – 
excluding discrete items 25.1% (1.3)% (4.7)% (258.6)% 38.1%

Effective tax rate – discontinued operation – – – – 19.0%

Effective tax rate – total 32.1% (1.3)% (4.7)% (258.6)% 25.4%

The 2010 tax provision of $193 million was primarily driven by
taxes on earnings from international operations, and valuation
allowances against U.S. losses. The tax provision of $53.9 million
for discrete items primarily relates to the establishment of valua-
tion allowances against certain deferred tax assets partially offset
by favorable settlements of prior year international tax audits.
Income tax benefits were not recognized on domestic losses due
to uncertainties related to future utilization of net operating loss
carry forwards.

The 2009 tax benefit was primarily driven by the recognition of net
deferred tax assets resulting from FSA write-downs of assets used
in the Company’s international operations. The tax benefit was not
impacted by domestic fresh start adjustments or reorganization
items (largely cancellation of indebtedness income) due to the

Company’s domestic tax position of not recognizing future tax
benefits on its net deferred tax assets. The provision for taxes prior
to FSA and reorganization items largely reflects income taxes on
earnings in international operations. Tax benefits were not recog-
nized on the Company’s domestic losses due to its tax position of
not recognizing future tax benefits on its net deferred tax assets.

The 2008 tax benefit was primarily driven by the establishment of
deferred tax assets on domestic losses and certain reductions in
reserves established on uncertain tax positions. The tax benefit
related to discontinued operations of $509.2 million relates to
deferred tax assets established on net operating losses from the
disposal of the home lending business.

See Note 16 — Income Taxes for additional information.
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2010 Summary

Corporate Finance results were positively affected by the Interest
Income generated from the accretion of $1.1 billion of FSA
adjustments, including acceleration due to sales and prepay-
ments, that helped offset higher interest expense costs resulting
from CIT’s post emergence debt structure. Credit costs were sig-
nificantly lower as the portfolio credit performance stabilized and
provisioning actions proved to be adequate. Other Income was
significantly higher driven by gains on asset sales and recoveries
of pre-FSA charge-offs by Predecessor CIT. Asset levels declined
significantly as a result of sales of non-strategic assets and pre-

payment activity. Operating expenses declined primarily due to
reductions in headcount commensurate with the decline in
asset levels.

Total net revenues were $1,376 million, well above prior year due
to yield accretion of FSA marks, gains on asset sales and recover-
ies of pre-FSA charge-offs.

- Other income was higher due to gains on asset sales and
recoveries on accounts charged off pre-FSA. Fee generation
improved over the prior period.

DISCONTINUED OPERATION

In June 2008, management contractually agreed to sell the home
lending business, including the home mortgage and manufac-
tured housing portfolios and the related servicing operations. The
sale closed in July 2008 and we transferred servicing in February

2009. Related summarized financial information is shown in
Note 1 — Discontinued Operation, in Item 8. Financial
Statements and Supplementary Data.

RESULTS BY BUSINESS SEGMENT

See Note 22 — Business Segment Information for additional details.

Corporate Finance

Corporate Finance’s middle-market lending business in the U.S.
and Canada provides financing to customers in a wide range of
industries, including Commercial & Industrial, Communications,

Media & Entertainment, Healthcare, and Energy. We also have
specialized business units focusing on small business lending in
the US, and on financial sponsors in Europe. Revenue is gener-
ated primarily from interest earned on loans, supplemented by
fees collected on services provided.

For the year ended December 31, (dollars in millions)

CIT Predecessor CIT_________________ _____________________________________________________
2010 2009 2008_________________ _________________ _________________

Earnings Summary

Interest income $ 1,783.7 $ 920.6 $ 1,471.8

Interest expense (1,021.8) (496.6) (883.5)

Provision for credit losses (503.6) (1,856.8) (520.0)

Rental income on operating leases 28.6 41.7 55.6

Other income, excluding rental income 601.5 (333.9) 20.6

Depreciation on operating lease equipment (15.6) (32.0) (33.5)

Other expenses, excluding depreciation (293.5) (337.5) (409.3)

Goodwill and intangible assets impairment charges – (316.8) –

Reorganization items – (10.2) –

FSA adjustments – (2,063.2) –

(Provision) benefit for income taxes and noncontrolling interests, after tax (114.8) 1,584.5 131.3_________________ _________________ _________________
Net income (loss) $ 464.5 $ (2,900.2) $ (167.0)_________________ _________________ __________________________________ _________________ _________________
Select Average Balances

Average finance receivables (AFR) $10,944.1 $18,714.9 $21,692.1

Average operating leases (AOL) 111.9 155.0 215.3

Average earning assets (AEA) 11,246.5 19,075.2 22,307.9

Statistical Data

Net finance revenue (interest and rental income, net of interest 
and depreciation expense) as a % of AEA 6.89% 2.27% 2.74%

Funded new business volume $ 1,203.7 $ 1,182.5 $ 6,269.6
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- Net finance revenue as a percentage of average earning assets was
higher than the prior year due to accretion related to FSA marks.

- The portfolio stabilized in 2010. Credit cost provisions were sig-
nificantly lower than the prior period. Net charge offs
decreased to $253 million from $1.4 billion in 2009. Non-accrual
loans declined $622 million on a pre-FSA basis from 2009. Part
of the decline was due to assets sold and charge-offs.

- New business volume was relatively flat with the prior year but
improved significantly in the second half of 2010. New business
volume in 2010 was principally in the commercial and industrial,
healthcare and communications, media and entertainment
industries and in the Canadian business. New business volume
reflects a mix of asset-based lending, cash flow products and
equipment financing. As in 2009 originations there was soft
demand for syndication and loan sales; however, we began to
see improvement in the area in the second half of 2010.

- Owned assets (pre-FSA) were down 37%, reflecting sales of
non-strategic and uneconomic receivables, a high level of pre-
payment activity and modest volume levels.

2009 and 2008 Summary
- Total net revenues were $99.8 million, well below the prior year

due to restricted asset growth, higher non-accrual loans and
lower other income.

- Other income was down due to higher losses on receivable
sales, valuation charges on assets held for sale and impairment
charges on equity investments and retained interests and lower
fees due to limited syndication activity. Other income for 2008
included valuation charges on receivables held for sale

($104 million), impairment charges on our commercial real
estate portfolio and lower fee generation.

- Net finance revenue as a percentage of average earning assets
remained below 2008 level due to high funding costs.

- Weak economic conditions and poor performance in cash flow
loans negatively impacted credit performance as net charge-
offs increased to $1.4 billion from $177 million in 2008.
Increases were across most units, with higher levels in media,
energy, small business lending and commercial real estate.

- The FSA adjustment principally reflected the reduction of
finance receivables to fair value. See Note 25 — Fresh Start
Accounting for additional information. Pre-FSA, non-accrual
loans were at elevated levels.

- New business volume was significantly down from the prior
year. 2009 originations were principally in the Canadian busi-
ness, commercial and industrial, energy and infrastructure, and
small business lending.

- Owned assets (before fresh start accounting) were down 26%,
reflecting receivables and asset sales and lower volumes.
During 2009, $1.6 billion of assets were sold or syndicated com-
pared to $3.5 billion in 2008.

Transportation Finance

Transportation Finance leases primarily commercial aircraft to air-
lines globally and rail equipment to North American operators,
and provides other financing to these customers as well as those
in the defense sector. Revenue is generated from rents collected
on leased assets, and to a lesser extent from interest on loans,
fees, and gains from assets sold.

For the year ended December 31, (dollars in millions)

CIT Predecessor CIT_________________ _____________________________________________________
2010 2009 2008_________________ _________________ _________________

Earnings Summary

Interest income $ 230.7 $ 162.9 $ 193.4

Interest expense (970.8) (546.1) (577.2)

Provision for credit losses (28.9) (13.2) 25.0

Rental income on operating leases 1,240.0 1,373.1 1,345.3

Other income, excluding rental income 82.7 27.6 124.0

Depreciation on operating lease equipment (335.9) (669.4) (596.1)

Other expenses, excluding depreciation (152.2) (137.7) (138.6)

Reorganization items – (854.7) –

FSA adjustments – (3,635.3) –

(Provision) benefit for income taxes and noncontrolling interest, after tax (24.4) 1,861.1 (48.7)_________________ _________________ _________________
Net income (loss) $ 41.2 $ (2,431.7) $ 327.1_________________ _________________ __________________________________ _________________ _________________
Select Average Balances

Average finance receivables $ 1,681.4 $ 2,494.9 $ 2,607.2

Average operating leases 10,298.9 12,141.5 11,310.4

Average earning assets 11,980.9 14,641.2 13,918.2

Statistical Data

Net finance revenue (interest and rental income, net of interest and 
depreciation expense) as a % of AEA 1.37% 2.19% 2.63%

Operating lease margin as a % of AOL 8.78% 5.80% 6.62%

Funded new business volume $ 1,116.1 $ 1,246.1 $ 2,755.1
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2010 Summary

Results for 2010 reflect the benefits of higher gains on asset
sales and improved rail utilization rates, however, renewal rates
were lower than previous rates in both aerospace and rail. 2010
pre-tax results also reflect a pre-tax benefit of $144 million from
FSA accretion.

During 2010 we placed all 22 new aircraft from our order book
and have leases in place for all 2011 scheduled deliveries.
Although we consistently were able to utilize our aircraft, rental
rates had softened. We also funded several aircraft with secured
debt backed by the ECA and CIT Bank originated aerospace loan
transactions. In late December, we announced an order for 38
new Boeing aircraft, to be delivered between 2014 and 2017. Rail
fleet utilization, including customer commitments to lease,
improved from 90% to 94%. Rail lease rates and utilization have
been impacted by weak freight demand and increased velocity
on the rail network which have combined to generate a broad-
based surplus of rail assets.

- Net finance revenue was $164 million and includes a
$129 million benefit from FSA accretion, as lease rate pressure
and increased allocated funding costs offset revenues gener-
ated on new volume. The operating lease margin of 8.78%
reflects FSA accretion, while on a pre-FSA basis, the margin
was 5.81%.

- The favorable earnings impact of FSA accretion is recognized
over a longer time horizon in Transportation Finance as com-
pared to other segments given the longer asset lives. FSA
accretion resulted in an increase to interest income of
$105 million, a reduction to rental income on operating leases
of $104 million from amortization of lease contract intangible
assets, an increase to interest expense of $104 million and a
$232 million reduction to depreciation expense.

- Other income includes $60 million of gains on $380 million of
equipment and receivable sales. Other income also includes
$15 million of FSA accretion on a counterparty receivable.

- Volume consisted primarily of the delivery of commercial aircraft
from our existing order book. See Note 18 — Commitments.

- Credit metrics were stable. The provision for loan losses
reflected the establishment of non-specific reserves, as well as
a specific reserve for one aerospace exposure. Net charge-offs
were $5 million and non-accrual loans were $63 million.

- Financing and leasing assets were stable at $12.0 billion as new
equipment purchases (principally aircraft) were offset by equip-
ment sales and depreciation.

2009 and 2008 Summary
- Total net revenues decreased primarily due to lower gains on

aircraft sales. Operating lease margins declined, reflecting
somewhat lower rates in aerospace, weaker rail utilization and
rental rates, and higher depreciation due to a higher asset base.

- Credit quality remained strong, as collection efforts and
active portfolio management minimized charge-offs and non-
accrual loans.

- As a result of the bankruptcy, we purchased rail and aircraft
equipment we previously leased from various third party lessors
and subleased to various end users and we recorded a loss for
the difference between the purchase price and the asset fair
value, the write-off of prepaid rent balances, and related
expenses incurred. The fresh start accounting adjustment
reflects the reduction of finance receivables and operating
lease equipment to fair value.

- New business volume decreased as the slowing economy
affected air and rail. Volume consisted primarily of previously
committed aircraft orders, all of which were leased.

- Asset growth was 9% in 2009, of which 6% was due to the pur-
chase of rail cars that we held as lessee and sub-leased to
customers. Asset growth was up 5% during 2008, driven by new
aircraft deliveries from our existing order book. During 2009,
we took delivery of 13 new aircraft compared to 23 in 2008 from
our order book. All commercial aircraft were on lease at the
end of 2009. Rail demand experienced softening throughout
2009. Rail assets were 90% utilized, including customer commit-
ments to lease, down from 95% at 2008.

- The FSA adjustment reflects the reduction of finance receiv-
ables and operating lease equipment to fair value. See
Note 25 — Fresh Start Accounting for additional information.
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Trade Finance

Trade Finance provides factoring, receivable management prod-
ucts, and secured financing to businesses that operate in several
industries, including apparel, textile, furniture, home furnishings
and consumer electronics. Although primarily U.S.-based, Trade

Finance also conducts international business in Asia, Latin
America and Europe. Revenue is principally generated from com-
missions earned on factoring and related activities, interest on
loans and other fees for services rendered.

2010 Summary

Trade Finance was significantly impacted in 2009 by CIT’s weak-
ened financial condition and reorganization. However, in 2010 the
business stabilized as evidenced by steadily declining client ter-
minations, the signing of an estimated $1.6 billion of volume from
new clients and the resumption of approximately $1.5 billion in
volume by clients that had previously been withholding their busi-
ness. In addition, during 2009 certain clients switched to deferred
purchase agreements in which the receivables pertaining to these
agreements are not owned by CIT and resulted in lower receiv-
able balances. During 2010 this switch slowed significantly and
some clients have returned to traditional factoring products.

- Net interest income reflected the impact of high cost debt and
prepayment penalties that more than offset the benefit from
the $650 million securitization facility that was established in
June 2010.

- Factoring commissions declined, as they were impacted by
lower factoring volume and a modest reduction in rates.

- Other income includes $18 million of recoveries on accounts
charged off pre-FSA.

- The provision for credit losses includes amounts for rebuilding
loan loss reserves in the first quarter after the reserve was elimi-
nated under FSA.

- Non-accruing loans increased to $164 million reflecting the
addition of certain secured loans.

- Finance receivables ended 2010 down 20% from the prior year
level due to terminations, growth in deferred purchase activity
from existing clients with those type contracts, planned reduc-
tion in lending to non-factored clients and repayments of loans
by clients who drew down excess funds during the second half
of 2009.

2009 and 2008 Summary
- Total net revenues were down 27% from 2008 levels, as net

interest income declined due to higher cost of funds and com-
missions declined due to lower volume. These negative factors
were partially offset by increases in rates on loans and
improved commission rates.

- Net charge-offs increased to $109 million. The increase is prin-
cipally related to the acceleration of charge-off recognition, as
a significant portion of these charge-offs were reserved in 2008.
Prior to the FSA adjustments, non-accrual loans as a percent-
age of finance receivables remained at higher levels over prior
years primarily, reflecting the weak retail environment.

- The FSA adjustment reflects the reduction of finance receiv-
ables to fair value, offset by the reversal of previously
established specific reserves.

- Receivables were down 50%, reflecting reductions in factoring
volume and certain migration to deferred purchase contracts,
both due to concerns about CIT’s weakened financial condition
in 2009 and a weak retail environment.

For the year ended December 31, (dollars in millions)

CIT Predecessor CIT_________________ _____________________________________________________
2010 2009 2008_________________ _________________ _________________

Earnings Summary

Interest income $ 99.8 $ 126.7 $ 210.2

Interest expense (162.8) (62.7) (80.5)

Provision for credit losses (58.6) (105.6) (74.5)

Other income, commissions 145.0 173.5 197.2

Other income, excluding commissions 44.8 35.1 46.8

Other expenses (122.5) (129.5) (141.2)

Goodwill and intangible assets impairment charges – (363.8) –

FSA adjustments – 83.0 –

Benefit (provision) for income taxes 5.6 98.5 (58.4)_________________ _________________ _________________
Net (loss) income $ (48.7) $ (144.8) $ 99.6_________________ _________________ __________________________________ _________________ _________________
Select Average Balances

Average finance receivables $ 2,662.1 $ 4,622.7 $ 6,740.3

Average earning assets(1) $ 1,702.7 $ 2,676.4 $ 3,258.4

Statistical Data

Net finance revenue as a % of AEA (3.70)% 2.39% 3.98%

Factoring volume $26,675.0 $31,088.0 $42,204.2

(1) AEA is lower than AFR as it is reduced by the average credit balances for factoring clients.
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Vendor Finance

Vendor Finance has relationships with leading manufacturers and
distributors of information technology, office products and
telecommunications equipment to deliver financing and leasing
solutions to end-user customers, predominantly small and

medium sized businesses, globally. We also offer financing for
diversified asset types in certain international markets. Vendor
Finance earns revenues from interest on loans, rents on leases,
and fees and other revenue from leasing activities.

For the year ended December 31, (dollars in millions)

CIT Predecessor CIT_______________ _____________________________________________________
2010 2009 2008_______________ _________________ _________________

Earnings Summary

Interest income $1,226.1 $ 850.5 $ 1,049.3

Interest expense (666.1) (555.9) (633.1)

Provision for credit losses (203.9) (492.9) (131.2)

Rental income on operating leases 372.2 486.8 566.4

Other income, excluding rental income 161.8 81.9 72.7

Depreciation on operating lease equipment (328.1) (441.3) (516.1)

Other expenses, excluding depreciation (311.7) (343.9) (433.7)

Goodwill and intangible assets impairment charges – (11.8) (467.8)

FSA adjustments – (899.4) –

(Provision) benefit for income taxes and noncontrolling interest (123.8) 671.8 143.7_______________ _________________ _________________
Net income (loss) $ 126.5 $ (654.2) $ (349.8)_______________ _________________ ________________________________ _________________ _________________
Select Average Balances

Average finance receivables $6,230.4 $10,799.4 $10,666.9

Average operating leases 570.2 852.6 1,062.5

Average earning assets 6,946.0 11,652.0 11,865.5

Statistical Data

Net finance revenue as a % of AEA 8.70% 2.92% 3.93%

Operating lease margin as a % of AOL 7.73% 5.34% 4.73%

Funded new business volume $2,190.9 $ 4,593.1 $ 8,183.2

2010 Summary

Vendor Finance results reflect the challenging global economic
conditions that caused lower volumes, diminished margins and
elevated credit costs. To mitigate these factors, we increased our
pricing, realigned our business, exited from less profitable pro-
grams, and continued to focus on core markets. We continued to
realign our business to maximize efficiencies and optimize our
portfolio, as demonstrated by the sales of our Australian and
New Zealand business and non-strategic portfolios. We had sig-
nificant U.S. receivable sales, including a $564 million liquidating
consumer portfolio. Continued progress was made on increasing
our funding capabilities as we closed three secured financings in
the U.S. and U.K. which aggregate in excess of $1.8 billion and
established a local deposit-taking program in Brazil. Throughout
the year, we increased business with existing relationships and
added new vendor partners.

- Net interest income was impacted by portfolio runoff and asset
sales, partially offset by FSA accretion of $199 million. Net
finance revenue as a percentage of AEA was pressured as
higher yielding assets were sold during 2010. However, new
business volume is being booked at double-digit rates.

- Other income primarily consists of gains on receivable and
equipment sales of $108 million, and recoveries of loans
charged-off pre-FSA of $46 million.

- Net charge-offs and non-accrual loans remained at elevated
levels. The provision reflects the rebuilding of the allowance for
loan losses plus reserves for new originations, partially offset by
the significant asset sales, which lowered the non-specific
allowance amount.

- Other expenses decreased as continued progress was made to
reduce operating expenses.

- New business volume decreased, reflecting strategic asset
sales and joint ventures that ended last year. Volumes, however,
were sequentially higher each quarter throughout the year.

- Total financing and leasing assets decreased by $3.5 billion,
reflecting collections and sales. At December 31, 2010, there
were approximately $750 million of non-core and consumer ori-
ented assets classified as held for sale.

- We closed a $1 billion U.S. committed securitization facility, a
£100 million committed securitization facility for U.K. assets and
completed a $667 million securitization.

2009 and 2008 Summary
- 2009 total net revenues were down due to asset run-off and

reduced revenue from the termination of the Snap-on vendor
program. 2008 total net revenues reflect lower joint venture fees.

- 2008 results reflect goodwill and intangible asset impairment
charges, impairment on securitized retained interests, and



56 CIT ANNUAL REPORT 2010

2010 Summary

During 2010 the Consumer portfolio declined 14% as we sold
approximately $700 million in assets, including the sale of sub-
stantially all the private student loan portfolio. In January 2011 we
announced the outsourcing of servicing of the remaining portfo-
lio of government-guaranteed loans and completed the sale of
approximately $250 million of government-guaranteed loans that
were in assets held for sale at year end.

- Net finance revenue benefitted from net FSA accretion of
$94 million.

- Other income reflects a slight gain on sale, and also includes
$8 million of FSA accretion on a counterparty receivable and
$5 million of recoveries of pre-FSA charge-offs.

- The 2010 provision for credit losses of $25 million essentially
covered the net charge-offs.

- The Consumer portfolio decreased 14% during 2010 due to
sales and normal liquidations.

- Delinquencies increased due to changes in consumer servicing
laws, which have temporarily delayed customer communica-
tions and the collection process.

2009 and 2008 Summary
- 2009 negative net revenue is due to lower interest income as

the yield on FFELP government guaranteed loans, which is

determined by the U.S. government, fell and our funding costs
did not decline at the same pace. Interest expense includes a
charge related to the termination of a secured financing conduit.

- Other income primarily reflects fair value charges on interest
rate swaps that do not qualify for hedge accounting.

- In 2008, we ceased offering student loans and cash collec-
tions decreased and non-accrual loans increased. In addition,
sales of receivables declined as the market for loan sales
became disrupted.

- Net charge-offs were up in 2009 and 2008 as private loan in-
school loans seasoned and moved to repayment.

- Reserves significantly increased in 2008, resulting in an increase
in the provision for credit losses, primarily due to the private
student portfolio, including a pilot training school which
declared bankruptcy. A settlement resolution was reached in
2010. See “Item 3. Legal Proceedings – Pilot Training School
Bankruptcy” for details.

- The FSA adjustment reflects the reduction of finance receiv-
ables to fair value, partially offset by the discount on
securitized debt. See Note 25 — Fresh Start Accounting for
additional information.

- The student loan portfolio decreased 9% pre-FSA, principally
due to liquidations. See “Concentrations” section for detail on
student lending.

charges incurred in connection with the remediation of recon-
ciliation matters in the European business.

- Net charge-offs increased in 2009, reflecting global economic
conditions with sector specific weakness experienced in print,
industrial and franchise. Net charge-offs as a percentage of
finance receivables trended up during the past two years.
Nonaccrual loans (pre-FSA) also increased.

- The FSA adjustment reflects the reduction of finance receiv-
ables to fair value. See Note 25 — Fresh Start Accounting for
additional information.

- 2009 new business volume decreased 44% as we managed
originations to preserve liquidity and limited new volume to
long-standing partners.

- Total financing and leasing assets were down 19% at the end of
2009, reflecting lower volume, continued focus on liquidity, and
FSA. During 2008, we brought approximately $2.4 billion on-
balance sheet of certain previously securitized receivables.

Consumer

Consumer assets and results include government-guaranteed
student loans and other principally unsecured consumer loans, all
of which are running off. During 2009, we transferred $5.7 billion
of U.S. government-guaranteed student loans to the Bank.

For the year ended December 31, (dollars in millions)

CIT Predecessor CIT_________________ _____________________________________________________
2010 2009 2008_________________ _________________ _________________

Earnings Summary

Interest income $ 359.6 $ 257.7 $ 580.2

Interest expense (245.0) (286.7) (462.5)

Provision for credit losses (25.3) (149.3) (348.2)

Other income 10.0 (8.8) 3.0

Other expenses (79.4) (65.7) (72.0)

FSA adjustments – (929.8) –

Benefit for income taxes and noncontrolling interest 0.5 507.5 115.0_________________ _________________ _________________
Net income (loss) $ 20.4 $ (675.1) $ (184.5)_________________ _________________ __________________________________ _________________ _________________
Select Average Balances

Average finance receivables $ 8,791.4 $11,876.2 $12,771.9

Average earning assets 8,968.2 11,939.9 12,864.1

Statistical Data

Net finance revenue as a % of AEA 1.28% (0.24)% 0.91%

New business volume – $ 1.3 $ 1,377.1



Item 7: Management’s Discussion and Analysis

CIT ANNUAL REPORT 2010 57

Corporate and Other

Certain items are not allocated to operating segments and are
included in Corporate and Other. For 2010, these consist prima-
rily of the following: (1) some mark-to-market on non-qualifying
derivatives; (2) restructuring charges for severance and facilities
exit activities; and (3) certain tax provisions and benefits.

Prior to 2010, Corporate and Other also included: (1) certain
funding and liquidity costs, as segment results reflected debt

transfer pricing that matched assets (as of the origination date)
with liabilities from an interest rate and maturity perspective; (2) a
portion of credit loss provisioning in excess of amounts recorded
in the segments, primarily reflecting our qualitative determination
of estimation risk; (3) dividends that were paid on preferred secu-
rities (now cancelled), as segment risk adjusted returns were
based on the allocation of common equity; and (4) reorganization
adjustments largely related to debt relief in bankruptcy.

For the year ended December 31, (dollars in millions)

CIT Predecessor CIT___________ _____________________________________________________
2010 2009 2008___________ _________________ _____________

Earnings Summary

Interest income $ 20.7 $ 39.9 $ 133.3

Interest expense (10.2) (711.4) (502.3)

Provision for credit losses – (43.0) (0.3)

Rental income on operating leases (1.1) (2.1) (2.0)

Other income, excluding rental income (43.6) (248.4) 30.7

Depreciation on operating lease equipment 0.5 0.9 0.5

Other expenses, excluding provision for severance and facilities exit activities 
and gain (loss) on debt and debt related derivative extinguishments (6.8) (83.5) (85.7)

Other expenses – provision for severance and facilities exit activities (52.2) (42.9) (166.5)

Other expenses – gain (loss) on debt and debt related derivative extinguishments – 207.2 73.5

Reorganization items – 11,162.9 –

FSA adjustments – 1,301.0 –

(Provision) benefit for income taxes, and noncontrolling interest 5.6 (4,590.3) 160.3___________ _________________ _____________
Net (loss) income before preferred stock dividends $(87.1) $ 6,990.3 $(358.5)___________ _________________ ________________________ _________________ _____________

- Interest income consists of interest and dividend income prima-
rily from deposits held at other depository institutions and U.S.
Treasury Securities.

- Interest expense reflects amounts not allocated to the business
segments. During 2010, management allocated interest on high
cost debt to each segment, which had previously been
reflected in Corporate and Other.

- Other income reflects losses on non-qualifying derivatives and
foreign currency exchange. 2009 includes a $285 million charge
for a change in the fair value of derivative financial instruments
associated with a secured lending facility that we downsized,
charges from derivatives that no longer qualified for hedge
accounting treatment and a positive mark of $71 million to esti-
mated fair value of the TARP warrant.

- Other expenses reflects salary and general and administrative
expenses unallocated to the business segments. 2009 and 2008
included incremental costs associated with becoming a bank
holding company.

- Other expenses – provision for severance and facilities exiting
activities reflects facility consolidation charges, principally in
the New York region, and severance costs.

- In 2009, gain (loss) on debt and debt-related derivative extin-
guishments includes a pretax $67.8 million gain recognized on
our August 2009 note tender and a pretax gain of
$139.4 million (net of costs to unwind related hedges) from the
repurchase of $471 million of senior unsecured notes.

- In 2009, reorganization items primarily consist of a $10.4 billion
gain recognized on the extinguishment of unsecured debt in
connection with the Plan of Reorganization and $0.5 billion of
accrued interest that was reversed. The FSA adjustments prima-
rily reflect the fair value adjustment to debt. See Note 25 —
Fresh Start Accounting for additional information.

- The 2008 gain on debt and debt related derivative extinguish-
ments includes gains of approximately $216 million primarily
relating to the early extinguishment of debt, convertible bonds
related to our equity units exchange offer and Euro and
Sterling denominated unsecured notes, offset by losses of
$148 million due to the discontinuation of hedge accounting
for interest rate swaps in our commercial paper program.
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The following table presents our financing and leasing assets by
segment. The balances in 2009 after FSA reflect finance receivables

and operating lease equipment at fair value. See “Emergence
from Bankruptcy” section for further discussion.

FINANCING AND LEASING ASSETS

Financing and Leasing Asset Composition (dollars in millions)

At December 31________________________________________________________________________________________________
CIT Predecessor CIT___________________________________________________ ______________________________

% Change
2010 2009 2008 2010 vs. 2009_________________ _________________ ______________________________ _________________________

Corporate Finance

Loans $ 8,482.2 $12,165.8 $20,768.8 (30.3)%

Operating lease equipment, net 83.2 137.3 263.4 (39.4)%

Assets held for sale 219.2 292.6 21.3 (25.1)%_________________ _________________ ______________________________
Total financing and leasing assets 8,784.6 12,595.7 21,053.5 (30.3)%_________________ _________________ ______________________________

Transportation Finance

Loans 1,388.9 1,808.1 2,647.6 (23.2)%

Operating lease equipment, net 10,618.8 10,089.2 11,484.5 5.2%

Assets held for sale 2.8 17.2 69.7 (83.7)%_________________ _________________ ______________________________
Total financing and leasing assets 12,010.5 11,914.5 14,201.8 0.8%_________________ _________________ ______________________________

Trade Finance

Loans 2,387.4 2,991.0 6,038.0 (20.2)%_________________ _________________ ______________________________
Vendor Finance

Loans 4,166.1 8,189.0 11,199.6 (49.1)%

Operating lease equipment, net 434.7 685.4 958.5 (36.6)%

Assets held for sale 749.8 – – NM_________________ _________________ ______________________________
Total financing and leasing assets 5,350.6 8,874.4 12,158.1 (39.7)%_________________ _________________ ______________________________

Consumer

Loans – student lending 8,035.5 9,584.2 12,173.3 (16.2)%

Loans – other 40.4 99.5 299.3 (59.4)%

Assets held for sale 246.7 34.0 65.1 625.6%_________________ _________________ ______________________________
Total financing and leasing assets 8,322.6 9,717.7 12,537.7 (14.4)%_________________ _________________ ______________________________

Total loans $24,500.5 $34,837.6 $53,126.6 (29.7)%

Total operating lease equipment, net 11,136.7 10,911.9 12,706.4 2.1%

Total assets held for sale 1,218.5 343.8 156.1 254.4%_________________ _________________ ______________________________
Total Financing and Leasing Assets $36,855.7 $46,093.3 $65,989.1 (20.0)%_________________ _________________ _______________________________________________ _________________ ______________________________

During 2010, we have been optimizing our portfolio of financing
and leasing assets through strategic asset and portfolio sales.
This activity, as well as collections and prepayments, offset
sequential quarterly increases in new business volume and receiv-
ables brought on balance sheet in conjunction with the adoption
of new accounting consolidation guidance in 2010.

Trends in 2009 reflected lower assets due to our management of
liquidity and limiting of funding to key customers and relation-
ships. Origination volume in our commercial businesses,
excluding factoring, was $7.0 billion, down from $17.2 billion in
2008. This decline in volume lowered assets in Corporate Finance
and Vendor Finance. Vendor Finance asset declines were partially
offset by assets purchased from previously off-balance sheet joint

ventures and securitizations, including approximately $2.4 billion
brought on-balance sheet in 2008, which was more beneficial
under bank holding company capital guidelines. Transportation
Finance assets increased in 2009 from prior years due to sched-
uled commercial aircraft deliveries, all of which were leased.
Trade Finance asset levels declined; volume was $31.0 billion,
well below volume levels of $42.2 billion in 2008. The consumer
segment ceased originating new student loans in 2008. See
“Results by Business Segment” for further commentary.

Assets held for sale in 2010 include certain vendor loans, some
guaranteed student loans and corporate finance loans. Assets
held for sale in 2009 was comprised largely of asset based loans
in Canada.
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The following table sets forth the contractual maturities of finance receivables on a pre-FSA basis:

December 31, 2010____________________________________________________________________________________________________________
Domestic

(dollars in millions) Commercial Consumer Foreign Total______________________ ___________________ ________________ _________________
Fixed-rate

1 year or less $ 3,086.8 $ 9.1 $1,367.0 $ 4,462.9______________________ ___________________ ________________ _________________
Year 2 968.1 22.5 857.4 1,848.0

Year 3 779.3 2.2 690.8 1,472.3

Year 4 418.5 3.4 376.6 798.5

Year 5 217.0 1.6 152.2 370.8______________________ ___________________ ________________ _________________
2-5 years 2,382.9 29.7 2,077.0 4,489.6______________________ ___________________ ________________ _________________
After 5 years 283.5 7.9 131.6 423.0______________________ ___________________ ________________ _________________

Total fixed-rate 5,753.2 46.7 3,575.6 9,375.5______________________ ___________________ ________________ _______________________________________ ___________________ ________________ _________________
Adjustable-rate

1 year or less $ 1,054.3 $ 218.9 $ 221.4 $ 1,494.6______________________ ___________________ ________________ _________________
Year 2 1,107.1 282.5 113.5 1,503.1

Year 3 1,689.2 304.0 132.4 2,125.6

Year 4 1,574.0 319.8 29.8 1,923.6

Year 5 1,033.7 336.4 55.9 1,426.0______________________ ___________________ ________________ _________________
2-5 years 5,404.0 1,242.7 331.6 6,978.3______________________ ___________________ ________________ _________________
After 5 years 1,424.4 7,058.0 97.3 8,579.7______________________ ___________________ ________________ _________________

Total adjustable-rate 7,882.7 8,519.6 650.3 17,052.6______________________ ___________________ ________________ _________________
Total before FSA $13,635.9 $8,566.3 $4,225.9 $26,428.1______________________ ___________________ ________________ _______________________________________ ___________________ ________________ _________________

December 31, 2009____________________________________________________________________________________________________________
Domestic

Commercial Consumer Foreign Total(1)______________________ ___________________ ________________ _________________
Fixed-rate

1 year or less $ 3,857.4 $ 9.5 $2,689.2 $ 6,556.1______________________ ___________________ ________________ _________________
Year 2 1,432.6 41.0 1,569.5 3,043.1

Year 3 1,109.5 53.5 1,021.0 2,184.0

Year 4 883.8 3.3 586.1 1,473.2

Year 5 410.8 4.5 315.5 730.8______________________ ___________________ ________________ _________________
2-5 years 3,836.7 102.3 3,492.1 7,431.1______________________ ___________________ ________________ _________________
After 5 years 1,098.5 10.0 188.8 1,297.3______________________ ___________________ ________________ _________________

Total fixed-rate $ 8,792.6 $ 121.8 $6,370.1 $15,284.5______________________ ___________________ ________________ _______________________________________ ___________________ ________________ _________________
Adjustable-rate

1 year or less $ 1,781.3 $ 393.1 $ 305.3 $ 2,479.7______________________ ___________________ ________________ _________________
Year 2 1,441.4 448.0 190.6 2,080.0

Year 3 2,073.3 486.2 272.2 2,831.7

Year 4 2,296.2 495.4 491.1 3,282.7

Year 5 1,881.9 509.8 302.7 2,694.4______________________ ___________________ ________________ _________________
2-5 years 7,692.8 1,939.4 1,256.6 10,888.8______________________ ___________________ ________________ _________________
After 5 years 2,463.6 9,902.2 167.0 12,532.8______________________ ___________________ ________________ _________________

Total adjustable-rate $11,937.7 $12,234.7 $1,728.9 $25,901.3______________________ ___________________ ________________ _________________
Total before FSA(1) $20,730.3 $12,356.5 $8,099.0 $41,185.8______________________ ___________________ ________________ _______________________________________ ___________________ ________________ _________________

(1) Includes initial direct costs and issuance premiums and discounts which were written off as part of FSA.
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Financing and Leasing Assets Rollforward (dollars in millions)

Corporate Transportation Trade Vendor Commercial
Finance Finance Finance Finance Segments Consumer Total___________________ ___________________________ _________________ __________________ ______________________ ___________________ ___________________

Balance at December 31, 2009 $12,595.7 $11,914.5 $2,991.0 $ 8,874.4 $36,375.6 $ 9,717.7 $46,093.3

New business volume 1,203.7 1,116.1 – 2,190.9 4,510.7 – 4,510.7

Loan sales (pre-FSA) (2,315.5) (150.6) – (1,604.9) (4,071.0) (1,023.0) (5,094.0)

Equipment sales (pre-FSA) (245.4) (371.2) – (428.0) (1,044.6) – (1,044.6)

Depreciation (pre-FSA) (25.2) (546.2) – (358.8) (930.2) – (930.2)

Gross charge-offs (pre-FSA) (612.7) (5.0) (31.8) (302.1) (951.6) (76.1) (1,027.7)

Collections and other (3,883.5) (239.7) (589.2) (3,547.0) (8,259.4) (968.6) (9,228.0)

Change in finance receivable
FSA discounts 2,055.8 125.7 17.4 488.8 2,687.7 672.6 3,360.3

Change in operating lease
FSA discounts 11.7 166.9 – 37.3 215.9 – 215.9___________________ ___________________________ _________________ __________________ ______________________ ___________________ ___________________
Balance at December 31, 2010 $ 8,784.6 $12,010.5 $2,387.4 $ 5,350.6 $28,533.1 $ 8,322.6 $36,855.7___________________ ___________________________ _________________ __________________ ______________________ ___________________ ______________________________________ ___________________________ _________________ __________________ ______________________ ___________________ ___________________

Total Business Volumes (excluding factoring, dollars in millions)

Years ended December 31______________________________________________________________________________________________
CIT Predecessor CIT_______________ _______________________________________________________

2010 2009 2008_______________ _______________ _________________
Corporate Finance $1,203.7 $1,182.5 $ 6,269.6

Transportation Finance 1,116.1 1,246.1 2,755.1

Vendor Finance 2,190.9 4,593.1 8,183.2_______________ _______________ _________________
Commercial Segments 4,510.7 7,021.7 17,207.9

Consumer – 1.3 1,377.1_______________ _______________ _________________
Total $4,510.7 $7,023.0 $18,585.0_______________ _______________ ________________________________ _______________ _________________

Factoring $ 26,675 $ 31,088 $ 42,204_______________ _______________ ________________________________ _______________ _________________

Although volume was below prior years, there were sequential
quarterly increases during 2010. Transportation Finance volume
reflects aircraft purchases, primarily from its order book. Vendor
Finance declines reflects lower volume from joint ventures. The
decrease in factoring volume in 2009 reflects the client’s concerns

about CIT liquidity issues and bankruptcy. The further decline in
2010 reflects the residual impact of client terminations in late
2009 and further client departures in early 2010 prior to the stabi-
lization of the business.

Receivables Sales (Pre-FSA excluding factoring, dollars in millions)

Years ended December 31______________________________________________________________________________________________
CIT Predecessor CIT_______________ _______________________________________________________

2010 2009 2008_______________ _______________ _______________
Corporate Finance $2,315.5 $1,604.3 $3,502.6

Transportation Finance 150.6 – –

Vendor Finance 1,604.9 399.5 1,220.4_______________ _______________ _______________
Commercial Segments 4,071.0 2,003.8 4,723.0

Consumer 1,023.0 79.7 79.1_______________ _______________ _______________
Total $5,094.0 $2,083.5 $4,802.1_______________ _______________ ______________________________ _______________ _______________

Sales activity in 2010 includes loans in Europe, Canada and the
U.S., including certain energy-related assets within Corporate
Finance, certain non-strategic portfolios, including our Vendor
Finance business in Australia and New Zealand, and a liquidating
consumer portfolio in Vendor Finance, as well as student loans in
Consumer. In 2009, due to market illiquidity and our focus on

limiting new business, sales and syndication activities were
sharply reduced from 2008 levels, except for sales of Corporate
Finance loans done for liquidity purposes. Sales activity in 2008
included a sale of $1.4 billion of asset-based lending receivables
sold in Corporate Finance.
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CONCENTRATIONS

Ten Largest Accounts

Our ten largest financing and leasing asset accounts in the aggre-
gate represented 7.6% of our total financing and leasing assets at
December 31, 2010 (the largest account was less than 2.0%).
Excluding student loans, the top ten accounts in aggregate rep-
resented 9.7% of total owned assets (the largest account
totaled 2.4%).

The largest accounts were in Transportation Finance (airlines and
rail), Trade Finance (retail) and Corporate Finance (healthcare).

The top ten accounts were 5.9% and 7.4% (excluding student
loans) at December 31, 2009, and 5.2% and 6.3% (excluding
student loans) at December 31, 2008.

Operating Lease Equipment by Segment (dollars in millions)

At December 31________________________________________________________________________________________________
CIT Predecessor CIT________________________________________________ ______________________________

2010 2009 2008_________________ _________________ ______________________________
Transportation Finance – Aerospace(1) $ 7,125.5 $ 6,506.3 $ 7,236.0

Transportation Finance – Rail and Other 3,493.3 3,582.9 4,248.5

Vendor Finance 434.7 685.4 958.5

Corporate Finance 83.2 137.3 263.4_________________ _________________ ______________________________
Total $11,136.7 $10,911.9 $12,706.4_________________ _________________ _______________________________________________ _________________ ______________________________

(1) Aerospace includes commercial, regional and corporate aircraft and equipment.

At December 31, 2010, Transportation Finance had 238 commer-
cial aircraft, and approximately 101,000 railcars and 450
locomotives on operating lease.

Geographic Concentrations

The following table represents the financing and leasing assets by
obligor geography:

(dollars in millions)

CIT Predecessor CIT______________________________________________________________________________________________ __________________________________________
December 31, 2010 December 31, 2009 December 31, 2008___________________________________________ __________________________________________ __________________________________________

Midwest $ 6,094.9 16.5% $ 7,544.7 16.4% $11,295.9 17.0%

Northeast 5,970.6 16.2% 7,770.9 16.9% 12,477.3 18.8%

West 5,120.6 13.9% 6,444.9 14.0% 10,043.8 15.2%

Southeast 4,030.2 10.9% 5,385.7 11.7% 8,076.6 12.2%

Southwest 3,205.5 8.7% 4,253.2 9.2% 6,435.9 9.7%_________________ _____________ _________________ _____________ _________________ _____________
Total U.S. 24,421.8 66.2% 31,399.4 68.2% 48,329.5 72.9%

Canada 3,572.1 9.7% 3,896.8 8.4% 4,519.3 6.8%

Other international 8,861.8 24.1% 10,797.1 23.4% 13,406.1 20.3%_________________ _____________ _________________ _____________ _________________ _____________
Total $36,855.7 100.0% $46,093.3 100.0% $66,254.9 100.0%_________________ _____________ _________________ _____________ _________________ ______________________________ _____________ _________________ _____________ _________________ _____________
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The following table summarizes both state concentrations greater than 5.0% and international country concentrations in excess of 1.0% of
our financing and leasing assets:

CIT Predecessor CIT_______________________________________________________________________________________ ____________________________________
December 31, 2010 December 31, 2009 December 31, 2008____________________________________ ____________________________________ ____________________________________

State

California 6.9% 7.0% 7.7%

Texas 6.6% 7.1% 7.3%

New York 6.2% 6.3% 7.0%

All other states 46.5% 47.8% 50.9%___________ ___________ ___________
Total U.S. 66.2% 68.2% 72.9%___________ ___________ ______________________ ___________ ___________
Country

Canada 9.7% 8.5% 6.8%

Australia 2.5% 2.2% 1.3%

England 2.4% 3.5% 3.8%

Mexico 2.3% 2.1% 1.9%

China 1.8% 1.6% 1.7%

Germany 1.4% 1.9% 2.1%

Brazil 1.3% 1.1% 1.4%

Spain 1.1% 1.1% 1.0%

All other countries 11.3% 9.8% 7.1%___________ ___________ ___________
Total International 33.8% 31.8% 27.1%___________ ___________ ______________________ ___________ ___________

Industry Concentrations

The following table represents financing and leasing assets by industry of obligor:

(dollars in millions)

CIT Predecessor CIT______________________________________________________________________________________________ __________________________________________
Industry December 31, 2010 December 31, 2009 December 31, 2008___________________________________________ __________________________________________ __________________________________________
Student lending(1) $ 8,280.9 22.5% $ 9,584.2 20.8% $12,173.3 18.4%

Commercial and regional airlines 7,743.3 21.0% 7,486.1 16.2% 8,631.9 13.0%

Manufacturing(2) 4,761.1 12.9% 6,246.7 13.6% 9,452.4 14.3%

Retail(3) 3,588.4 9.7% 4,386.9 9.5% 5,833.6 8.8%

Service industries 3,076.6 8.4% 4,158.2 9.0% 4,726.8 7.1%

Transportation(4) 2,151.1 5.9% 2,272.1 4.9% 2,953.7 4.5%

Healthcare 1,996.8 5.4% 2,272.6 4.9% 4,333.5 6.5%

Finance and insurance 839.8 2.3% 1,334.1 2.9% 1,629.3 2.5%

Communications 745.8 2.0% 1,312.7 2.9% 1,658.6 2.5%

Energy and utilities 638.8 1.7% 1,103.5 2.4% 1,678.0 2.5%

Wholesaling 456.9 1.2% 826.2 1.8% 1,303.2 2.0%

Consumer based lending – non-real estate 211.8 0.6% 1,222.9 2.7% 2,248.6 3.4%

Other (no industry greater than 2%)(5) 2,364.4 6.4% 3,887.0 8.4% 9,632.0 14.5%_________________ _____________ _________________ _____________ _________________ _____________
Total $36,855.7 100.0% $46,093.2 100.0% $66,254.9 100.0%_________________ _____________ _________________ _____________ _________________ ______________________________ _____________ _________________ _____________ _________________ _____________

(1) See Student Lending section for further information.

(2) At December 31, 2010, includes manufacturers of chemicals, including Pharmaceuticals (1.9%), food and kindred products (1.8%), followed by apparel (1.5%),
and printing and publishing (1.3%).

(3) At December 31, 2010, includes retailers of apparel (3.4%), other (2.8%) and general merchandise (1.4%).

(4) Includes rail, bus, over-the-road trucking industries, business aircraft and shipping.

(5) Includes commercial real estate of $117 million, $223 million and $850 million at December 31, 2010, 2009 and 2008, respectively.
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Aerospace

Commercial Aerospace Portfolio (dollars in millions)

CIT Predecessor CIT_________________________________________________________________________________________________ _____________________________________________
December 31, 2010 December 31, 2009 December 31, 2008______________________________________________ ______________________________________________ _____________________________________________

Net Net Net
Investment Number Investment Number Investment Number____________________ _______________ ____________________ _______________ ____________________ _______________

By Region:

Asia Pacific $2,569.2 95 $2,272.9 91 $2,299.6 81

Europe 2,151.0 79 1,977.3 78 2,715.7 88

U.S. and Canada 1,212.1 68 955.4 68 1,188.7 70

Latin America 902.0 36 1,065.2 39 1,343.3 41

Africa / Middle East 731.8 20 692.7 20 552.4 14____________________ _______________ ____________________ _______________ ____________________ _______________
Total $7,566.1 298 $6,963.5 296 $8,099.7 294____________________ _______________ ____________________ _______________ ____________________ ___________________________________ _______________ ____________________ _______________ ____________________ _______________

By Manufacturer:

Airbus $4,845.8 163 $4,305.5 150 $4,685.9 137

Boeing 2,702.0 135 2,650.7 146 3,387.2 156

Other 18.3 – 7.3 – 26.6 1____________________ _______________ ____________________ _______________ ____________________ _______________
Total $7,566.1 298 $6,963.5 296 $8,099.7 294____________________ _______________ ____________________ _______________ ____________________ ___________________________________ _______________ ____________________ _______________ ____________________ _______________

By Body Type(1):

Narrow body $5,536.4 235 $5,268.1 238 $6,268.7 237

Intermediate 1,895.6 53 1,552.4 48 1,598.8 44

Wide body 115.8 10 135.7 10 205.6 12

Other 18.3 – 7.3 – 26.6 1____________________ _______________ ____________________ _______________ ____________________ _______________
Total $7,566.1 298 $6,963.5 296 $8,099.7 294____________________ _______________ ____________________ _______________ ____________________ ___________________________________ _______________ ____________________ _______________ ____________________ _______________

By Product:

Operating lease $7,064.9 238 $6,418.2 232 $7,156.6 216

Loan 447.5 56 432.4 58 711.6 70

Capital lease 53.7 4 112.9 6 231.5 8____________________ _______________ ____________________ _______________ ____________________ _______________
Total $7,566.1 298 $6,963.5 296 $8,099.7 294____________________ _______________ ____________________ _______________ ____________________ ___________________________________ _______________ ____________________ _______________ ____________________ _______________

Number of accounts 100 103 108

Weighted average age of fleet (years) 5 6 5

Largest customer net investment $ 692.4 $ 367.5 $ 376.8

(1) Narrow body are single aisle design and consist primarily of Boeing 737 and 757 series and Airbus A320 series aircraft. Intermediate body are smaller twin
aisle design and consist primarily of Boeing 767 series and Airbus A330 series aircraft. Wide body are large twin aisle design and consist primarily of Boeing
747 and 777 series and McDonnell Douglas DC10 series aircraft.

Our top five commercial aerospace outstandings totaled
$1,563 million at December 31, 2010, all of which were to carriers
outside the U.S. The largest individual outstanding exposure to a
U.S. carrier at December 31, 2010 was $152.1 million.

Aerospace assets include operating and capital leases and
secured loans. Management considers current lease rentals as
well as relevant available market information (including third-party
sales of similar equipment, published appraisal data and other
marketplace information) in determining undiscounted future
cash flows when testing for impairment and in determining esti-
mated fair value in measuring such impairment. We adjust
depreciation schedules of commercial aerospace equipment on
operating leases or residual values underlying capital leases when
projected fair value is less than the projected book value at end
of lease term. We review aerospace assets for impairment

annually, or more often when circumstances warrant. Aerospace
equipment is impaired when the expected undiscounted cash
flows over the expected remaining life is less than book value.

We factor historical information, current economic trends and
independent appraisal data into assumptions and analyses we
use when determining the expected cash flow. These assump-
tions include lease terms, remaining life, lease rates, remarketing
prospects and maintenance costs.

See Note 18 — Commitments for additional information regard-
ing commitments to purchase additional aircraft.

Student Lending (Student Loan Xpress or “SLX”)

Consumer includes our liquidating student loan portfolio. During
2010, we sold over $700 million in loans or approximately 8% of
the portfolio, including the sale of substantially the entire private
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student loan portfolio. On January 4, 2011, CIT announced it had
entered into an agreement to outsource the servicing of the
student loan portfolio. The servicing is expected to be transferred
by March 31, 2011. As a result, CIT will close its Xpress Loan
Servicing offices in Cleveland and Cincinnati, Ohio.

See Note 7 — Long-Term Borrowings for description of related
financings.

Finance receivables by product type are presented in the
following table.

Student Lending Receivables by Product Type (dollars in millions)

CIT Predecessor CIT__________________________________________________________________ ______________________________
December 31, December 31, December 31,

2010 2009 2008__________________________ __________________________ ______________________________
Consolidation loans $7,119.0 $7,559.3 $ 9,101.4

Other U.S. Government guaranteed loans 1,159.2 1,888.4 2,332.0

Private (non-guaranteed) loans and other 2.7 136.5 739.9__________________________ __________________________ ______________________________
Total $8,280.9 $9,584.2 $12,173.3__________________________ __________________________ ________________________________________________________ __________________________ ______________________________
Delinquencies (sixty days or more) $ 608.9 $ 658.8 $ 689.2

Top state concentrations (%) 35% 36% 36%

Top state concentrations California, New York, Texas, Ohio, Pennsylvania

RISK MANAGEMENT

We are subject to a variety of risks that can manifest themselves
in the course of the business that we operate in. We consider the
following to be the principal forms of risk:

- Credit and asset risk (including lending, leasing, counterparty,
equipment valuation and residual risk)

- Market risk (including interest rate and foreign currency)
- Liquidity risk
- Legal, regulatory and compliance risks (including compliance

with laws and regulations)
- Operational risks (including process failures, data and systems,

human resource risks and risks arising from external events)

Managing risk is essential to conducting our businesses and to
our profitability. This includes establishing and enforcing policies,
processes, procedures and limits to manage risk, as well as devel-
oping appropriate management information systems to identify,
monitor and report on risks. We continue to enhance our risk
management practices, including governance, measurement and
monitoring.

SUPERVISION AND OVERSIGHT

Managing risk is essential to conducting our businesses and to
our profitability. We continue to enhance our risk management
practices, including governance, measurement and monitoring.
We have hired a new Chief Financial Officer, Chief Risk Officer,
Chief Credit Officer, Chief Auditor, a Head of Market, Asset &
Liquidity Risk, and a Chief Compliance Officer. The Chief Risk
Officer oversees credit risk, market risk, liquidity risk, asset risk,
compliance risk and operations risk. The Company maintains a
variety of management committees responsible for risk monitor-
ing and supervision. The Enterprise Risk Committee (“ERC”)
provides guidance, supervision and oversight for the corporate-
wide risk management process. The ERC approves and oversees
the Company’s risk management policies, procedures and overall

risk profile. The Asset Liability Committee (ALCO) oversees the
management of balance sheet risks, including liquidity, interest
rate and foreign currency risk. The ALCO also approves market
risk policies as well as overall funding strategies. The Risk
Management Committee of our Board of Directors oversees
credit, market, liquidity, asset and operations risk management
practices. The Audit Committee of the Board of Directors over-
sees financial, legal, and compliance risk management practices.

The Credit Risk Management (CRM) group, which reports to the
Chief Risk Officer (CRO), oversees and manages credit risk
throughout CIT. This group is run by the Chief Credit Officer
(CCO), and includes the heads of credit for each business unit,
the head of Problem Loan Management, as well as credit policy.
The Corporate Credit Committee, Credit Policy Committee and
Criticized Asset Committees report into the CCO.

The risk management function includes an independent loan risk
review function, which reports to the CRO. The loan risk review
group reviews credit management processes at each business
and monitors compliance with corporate policies. The loan risk
review group tests for adherence with credit policies and proce-
dures and for inappropriate credit practices, including problem
account identification and reporting. They also review credit
grading, non-accruals and charge-off practices.

CREDIT AND ASSET RISK

Lending

The extension of credit, through our lending and leasing activi-
ties, is the fundamental purpose of our businesses. As such, the
credit management process, for CIT Bank and other holding
company entities, is centralized under Firm Risk Management and
is focused on the maintenance of comprehensive credit risk man-
agement practices, ranging from underwriting, on-going
monitoring and collections. We review and monitor credit
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exposures on an ongoing basis to identify, as early as possible,
customers that are experiencing declining creditworthiness or
financial difficulty. We evaluate reserves through our Allowance for
Loan Losses (ALLL) process for performing loans, non-accrual
loans, as well as establishing non-specific reserves from time to
time to cover portfolio concerns. We monitor concentrations by
borrower, industry, geography and equipment type. We set or
modify credit authorities, including Risk Acceptance Criteria as
conditions warrant, based on borrower risk, collateral, industry risk
portfolio size and concentrations, credit concentrations and risk of
substantial credit loss. We evaluate our collateral and test for
asset impairment based upon projected cash flows and relevant
market data with any impairment in value charged to earnings.

Our underwriting policies, procedures and practices, combined
with credit judgment and quantitative tools, evaluate financing
and leasing assets for credit and collateral risk during the credit
granting process and periodically after the advancement of funds.
These set forth our underwriting parameters based on: (1) Target
Market Definitions, which delineate risk by market, industry,
geography and product, and (2) Risk Acceptance Criteria, which
detail acceptable structures, credit profiles and risk-adjusted
returns. Our policies and procedures consider restrictions on
banking activities and are appropriately tailored for CIT Bank and
other similarly-regulated entities. CIT Bank management inde-
pendently approves loans originated in the Bank.

We capture and analyze credit risk based on probability of
obligor default (PD) and loss given default (LGD). Probability of
default is determined by evaluating borrower creditworthiness,
including analyzing credit history, financial condition, cash flow
adequacy, financial performance and management quality. Loss
given default ratings, which estimate loss if an account goes into
default, are predicated on transaction structure, collateral valua-
tion and related guarantees (including recourse to manufacturers,
dealers or governments).

We have executed offsetting derivative transactions with our cus-
tomers as a service to our customers in order to mitigate their
interest rate and currency risks. The counterparty credit exposure
related to these transactions is monitored and evaluated as part
of our credit risk management process.

Commercial Lending and Leasing. Commercial credit manage-
ment begins with the initial evaluation of credit risk and
underlying collateral at the time of origination and continues over
the life of the finance receivable or operating lease, including
normal collection, recovery of past due balances and liquidating
underlying collateral.

Credit personnel review potential borrowers’ financial condition,
results of operations, management, industry, customer base,
operations, collateral and other data, such as third party credit
reports, to evaluate the customer’s borrowing and repayment
ability. Transactions are graded by PD and LGD, as described
above. Credit facilities are subject to our overall credit approval
and underwriting guidelines and are issued commensurate with
credit evaluation performed on each borrower, as well as portfo-
lio concentrations.

Small Ticket Lending and Leasing. For certain small-ticket lending
and leasing transactions, we employ automated credit scoring
models (scorecards). The models evaluate, among other things,

financial performance metrics, length of time in business, industry
category and geography, and are used to assess a potential bor-
rower’s credit standing and repayment ability, including the value
of collateral. We utilize external credit bureau scoring, when avail-
able, behavioral models, as well as judgment in the credit
adjudication and collection processes.

We evaluate the small ticket leasing portfolio using delinquency
vintage curves and other tools to analyze trends and credit per-
formance by transaction type, including analysis of specific credit
characteristics and selected subsets of the portfolios.
Adjustments to credit scorecards and lending programs are made
periodically based on these evaluations. Individual underwriters
are assigned credit authority based upon experience, perform-
ance and understanding of underwriting policies of small-ticket
leasing operations. A credit approval hierarchy exists to ensure
that an underwriter with the appropriate level of authority
reviews applications.

Derivative Counterparty Risk

We enter into interest rate and currency swaps and foreign
exchange forward contracts as part of our overall risk manage-
ment practices. We assess and manage the external and internal
risks associated with these derivative instruments in accordance
with the overall operating policies established by our ERC and its
credit sub-committees, the ALCO and the Risk Management
Committee of our Board of Directors. External risk is defined as
those risks outside of our direct control, including counterparty
credit risk, liquidity risk, systemic risk, legal risk and market risk.
Internal risk relates to those operational risks within the manage-
ment oversight structure and includes actions taken in
contravention of CIT policy.

The primary external risk of derivative instruments is counterparty
credit exposure, which is defined as the ability of a counterparty
to perform financial obligations under the derivative contract. We
control credit risk of derivative agreements through counterparty
credit approvals, pre-established exposure limits and monitoring
procedures.

The Corporate Credit Committee, in conjunction with Firm Risk
Management, approves each counterparty, and establishes expo-
sure limits based on credit analysis of each counterparty.
Derivative agreements are generally entered into with major
money center financial institutions rated investment grade by
nationally recognized rating agencies.

Equipment and Residual Risk

Asset risk in our leasing business is evaluated and managed in
the business units and overseen by Firm Risk Management. Our
business process consists of: 1) setting residual values at transac-
tion inception; 2) systematic residual value reviews; and 3)
monitoring of actual levels of residual realizations. Residual real-
izations, by business and product, are reviewed as part of our
quarterly financial and asset quality review. Reviews for impair-
ment are performed at least annually.

MARKET RISK

We monitor exposure to market risk by analyzing the impact of
potential interest rate and foreign exchange rate changes on
financial performance. We consider factors such as the economy,
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customer prepayment trends and repricing characteristics of
assets and liabilities. During 2010, CIT implemented a vendor-
supplied asset/liability management system to replace the
previously used, internally developed system. The system pro-
vides greater analytical capabilities to assess and measure the
effects of various market rate scenarios upon the Company’s
financial performance.

Interest Rate Risk

At December 31, 2010, the Company’s loan, lease, and invest-
ment portfolio was split evenly, in principal amount, between
fixed and floating rate transactions, while our interest-bearing lia-
bilities were predominately fixed rate based. As a result, our
portfolio is in an asset sensitive position, as our assets will re-
price faster than our liabilities. Therefore, our net interest margin
may increase if interest rates rise, or decrease should interest
rates decline. The following table summarizes the composition of
interest rate sensitive assets and liabilities.

Fixed Rate Floating Rate____________________ ________________________
Assets 48% 52%

Liabilities 80% 20%

We evaluate and monitor interest rate risk through two primary
metrics.

- Net Interest Income (NII), which measures the impact of hypo-
thetical changes in interest rates on net interest income.

- Economic Value of Equity (EVE), which measures the net eco-
nomic value of equity by assessing market value of assets,
liabilities and derivatives.

A wide variety of potential interest rates scenarios are simulated
within our asset/liability management system. Rates are shocked
up and down by up to 400 basis points via a set of scenarios that
include both parallel and non-parallel interest rate movements.
Scenarios are also run to capture our sensitivity to changes in the
shape of the yield curve (such as yield curve twists, ramps, and
steepeners). In addition, we evaluate the sensitivity of these
results to a number of key assumptions such as credit quality and
prepayments. NII and EVE limits have been set and are moni-
tored for certain of the key scenarios.

The table below summarizes the results of simulation modeling
produced by our recently implemented asset/liability manage-
ment system. The results reflect the percentage change in net
interest income and economic value of equity over the next
twelve months assuming an immediate 100 basis point parallel
increase and decrease in interest rates.

Percentage Change +100bps -100bps________________ _______________
Net Interest Income 18.0% (6.5)%

Economic Value of Equity 3.1% (0.5)%

The simulation modeling assumes we take no action in response
to the assumed changes in interest rates. Our net interest
income is asset sensitive to a parallel shift in interest rates at
December 31, 2010.

Although we believe that these measurements provide an esti-
mate of our interest rate sensitivity, they do not account for
potential changes in credit quality, size, competition and prepay-
ment characteristics of our balance sheet. They also do not

account for other business developments that could affect net
income, or for management actions that could affect net income,
or for management actions that could be taken to change our risk
profile. Accordingly, we can give no assurance that actual results
would not differ materially from the estimated outcomes of our
simulations. Further, such simulations do not represent our
current view of expected future interest rate movements.

Foreign Currency Risk

We have historically sought to hedge the transactional exposure
of our non-dollar denominated activities, comprised of foreign
currency loans to foreign subsidiaries, through local currency bor-
rowings. To the extent such borrowings were unavailable, we have
utilized derivative instruments (foreign currency exchange forward
contracts and cross currency swaps) to hedge our non-dollar
denominated activities. Additionally, we have utilized derivative
instruments to hedge the translation exposure of our net invest-
ments in foreign operations.

The Plan of Reorganization resulted in non-dollar denominated
debt being exchanged for U.S. dollar debt. Most of the
Company’s outstanding derivative instruments that hedged inter-
est rate and foreign exchange rate risk were terminated. This
resulted in the re-opening of foreign exchange exposures that
had previously been hedged through former debt and derivative
instruments. Our non-dollar denominated loans are now largely
funded with U.S. dollar denominated debt and equity, which, if
unhedged, would cause foreign currency transactional and trans-
lational exposures. We target to hedge these exposures through
derivative instruments. Approved limits are monitored to facilitate
the active management of our foreign currency position. Included
among the limits are guidelines, which measure both
Transactional and Translational exposure based on potential cur-
rency rate scenarios. Unhedged exposures may cause changes in
earnings or the equity account. We look to reinstate local cur-
rency borrowing as opportunities arise.

Liquidity Risk

Our liquidity risk management and monitoring process is
designed to ensure the availability of adequate cash resources
and funding capacity to meet our obligations. Our overall liquid-
ity management strategy is intended to ensure ample liquidity to
meet expected and contingent funding needs under both normal
and stress environments. Consistent with this strategy, we main-
tain large pools of highly liquid cash investments. Additional
sources of liquidity are secured funding programs and the
collection of portfolio assets originated in the normal course
of business.

We utilize a series of measurement tools to assess and monitor
the level and adequacy of our liquidity position, liquidity condi-
tions and trends. The primary tool is a cash forecast designed to
identify material mismatches in cash flows. Stress scenarios are
applied to measure the resiliency of the liquidity position and to
identify stress points requiring remedial action. Also included
among our liquidity measurement tools is an early warning
system that monitors key macro-environmental and company spe-
cific metrics that serve as early warning signals of potential
impending liquidity stress events.

Approved liquidity limits and guidelines are monitored to facili-
tate the active management of our funding and liquidity position.
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Among the limits and guidelines measured are minimum cash
investment balances, sources of available liquidity relative to
short term debt maturities and other funding commitments, cash
flow coverage ratios, monitoring of undrawn customer lines and
other contingent liquidity risks, and debt maturity profile.

Integral to our liquidity management practices is our contingency
funding plan, which directs actions and protocols under liquidity
stress conditions, whether they be idiosyncratic or systemic in
nature. The objective of the plan is to ensure an adequately sus-
tained level of liquidity under both normal and stress conditions.

REGULATORY COMPLIANCE RISK

Corporate Compliance is responsible for programs and processes
to evaluate and monitor compliance with key laws and regula-
tions pertaining to our business and to monitor compliance with
the ethical standards of the Company.

The Corporate Compliance function provides leadership, guid-
ance and oversight to help business units and staff functions
identify applicable laws and regulations and implement effective
measures to meet the requirements. Awareness of compliance
responsibilities have been set by senior management, the “Code
of Business Conduct” and compliance training programs.
Corporate Compliance has developed policies and Business Unit
Compliance Officers work with each business unit to ensure that
procedures are developed that are appropriate to comply with
these policies. Corporate Compliance also provides and monitors
mandatory employee training programs.

Corporate Compliance, led by the Chief Compliance Officer, is
responsible for setting the overall global compliance framework
and standards, using a risk based approach to identify key com-
pliance obligations. The head of each business and staff function
is responsible for ensuring compliance. Corporate Compliance
reports to the Chief Risk Officer and to the Audit Committee of
the Board of Directors.

OPERATIONAL RISK

Operational risk is the risk of loss resulting from inadequate or
failed internal processes, systems or human factors, or from exter-
nal events, which may result from transaction processing errors,
breaches of internal controls, fraud by employees or persons
outside the Company, or business interruption due to system fail-
ures or other events. An operational event could result in losses
in the form of explicit charges, increased operational costs, finan-
cial losses, damage to reputation, or foregone opportunities.

Operational risk is largely controlled within the individual busi-
ness units. The head of each business and staff function is
responsible for maintaining an effective system of internal con-
trols. Our internal audit department monitors and tests the
overall effectiveness of internal control and operational systems
on an ongoing basis and reports results to senior management
and to the Audit Committee of the Board. Oversight of the oper-
ational risk management function is provided by Firm Risk
Management, the Operations and Information Technology Risk
Committee, the Enterprise Risk Committee and the Risk
Management Committee of the Board of Directors.

FUNDING, LIQUIDITY AND CAPITAL

Portfolio collections provide a meaningful source of liquidity. The
Company maintains cash as an additional liquidity source. Cash
has been maintained at elevated levels throughout 2010 to
permit the Company to satisfy funding and other operating obli-
gations, while also providing protection against unforeseen stress
events such as unanticipated funding obligations, including cus-
tomer line draws, or disruptions to capital markets or other
funding sources. At December 31, 2010, cash was comprised of
$6.3 billion at the BHC, $1.3 billion at CIT Bank, $1.0 billion at
operating subsidiaries, and $2.6 billion in restricted cash.

Secured financings have been our primary source of funding
since mid-2007. These secured financing transactions do not
meet accounting requirements for sale treatment and are
recorded as non-recourse secured borrowings, with the assets
remaining on-balance sheet. The debt associated with these
transactions is collateralized by receivables or collateral values of
the assets. Certain related cash balances are restricted.

See Note 7 — Long-Term Borrowings.

Secured Credit Facility and Expansion Credit Facility (“First Lien
Facilities”)

On July 20, 2009, CIT entered into a $3 billion Secured Credit
Facility with Barclays Bank PLC and other lenders. On October 28,
2009, the Company and certain of its subsidiaries amended and
restated the agreement evidencing the Secured Credit Facility to
provide for an Expansion Credit Facility (collectively with the

Secured Credit Facility, the “First Lien Facilities”) to expand the
commitments by $4.5 billion.

During 2010, we repaid $4.5 billion of the First Lien Facilities. In
August 2010, we refinanced the remaining $3 billion by amending
and extending the First Lien Facilities, which was accounted for
as a modification. As a result, the first lien debt (the “Amended
First Lien Facility”) now matures in August 2015 and carries an
interest rate of LIBOR + 4.50% with a 1.75% LIBOR floor. In con-
junction with the refinancing, certain existing covenants
associated with the First Lien Facilities were also amended.

The Amended First Lien Facility is generally secured by a first lien
on substantially all U.S. assets that are not otherwise pledged to
secure the borrowings of special purpose entities as described
above under “Secured Borrowings”, 65% of the voting and 100%
of the non-voting stock of first-tier foreign subsidiaries, and
between 44% and 65% of certain other non-U.S., non-regulated
subsidiaries. The Amended First Lien Facility is subject to a collat-
eral coverage covenant (based on CIT’s book value in accordance
with GAAP) of 2.5x the outstanding loan balance, tested quarterly
and upon certain transfers, dispositions or releases of collateral.
The Amended First Lien Facility also contains a number of addi-
tional covenants, some of which do not impose restrictions on the
Company if CIT continues to maintain a collateral coverage ratio
of 2.75x or greater. At December 31, 2010, the collateral coverage
ratio was 4.58x.
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Series A and B Notes

On December 10, 2009, pursuant to the Plan of Reorganization
the Company issued $21.04 billion principal amount of its 7.0%
Series A Second-Priority Secured Notes due each year from 2013
to 2017 (the “Series A Notes”) and Delaware Funding issued
approximately $2.15 billion principal amount of its 10.25% Series
B Second-Priority Secured Notes due each year from 2013 to
2017 (the “Series B Notes”).

The Series A Notes and Series B Notes (the “Second Lien
Notes”) are generally secured by second-priority (second lien)
security interests in substantially all the assets securing the
Amended First Lien Facility. The Series B Notes are further
secured by Delaware Funding’s pledge of inter-company notes
issued by CIT Financial Ltd., which are the primary assets of
Delaware Funding.

The Second Lien Note Indentures likewise limit the ability of the
Company, Delaware Funding and the Company’s restricted sub-
sidiaries to make certain payments or investments, incur
indebtedness (including guarantees), issue preferred stock, incur
liens, enter into sale and leaseback transactions, pay dividends,
sell assets, and enter into transactions with affiliates.

In late October and early November 2010, CIT redeemed approx-
imately $1.4 billion of the 10.25% Series B Second Lien Notes that
mature from 2013 through 2016 using available cash at the BHC.
As provided under the terms of the Series B Notes, the redemp-
tion price was 103.5% of the aggregate principal amount
redeemed. On January 4, 2011, CIT redeemed the remaining
principal balance of Series B Notes at a redemption price of
102% of the aggregate principal amount redeemed. On January 31,
2011, CIT redeemed $500 million principal balance of Series A
Notes at a redemption price of 102% of the aggregate principal
amount redeemed. On February 28, 2011, CIT announced its
intention to redeem on March 31, 2011, $500 million principal
balance of CIT’s Series A Notes maturing in 2013 at a redemption
price of 102% of the aggregate principal amount redeemed.

See Note 7 — Long-Term Borrowings for additional terms of the
facilities.

Other Secured Borrowings

At December 31, 2010, we had other secured borrowings of
$11.0 billion, comprised largely of securitization financings. This
amount declined from $14.3 billion at December 31, 2009 as
borrowings on new facilities described below were more than
offset by repayments on existing structures corresponding to
receivable runoff and sales of underlying assets.

At December 31, 2010, a total of $3,468.8 million, after FSA, of
financing and leasing assets, comprised of $1,740.9 million in
Corporate Finance, $608.6 million in Consumer and $1,119.3 million
in commercial aerospace in Transportation Finance, were pledged
in conjunction with $2,144.4 million in secured debt issued to
investors under the $2,125 million Goldman Sachs International
(“GSI”) facility. The utilized notional amount of the GSI Facility is
$1,515.1 million at December 31, 2010. Unsecured counterparty
receivable of $534.5 million, net of FSA, is owed to CIT from GSI

for debt discount, return of collateral posted to GSI and settle-
ments resulting from market value changes to asset-backed
securities underlying the structure at December 31, 2010.
Collateral amounts required under this agreement will fluctuate
with market values of the underlying securities. Actual terms of
the facility, including facility usage and collateral coverage are
measured on a pre-FSA basis.

We successfully entered into approximately $3 billion of new
secured funding transactions during 2010 including:

- On March 29, 2010, we closed a $1 billion committed U.S.
Vendor Finance securitization facility with Barclays Bank PLC, as
Administrative Agent, and three additional banks, as commit-
ted lenders. The revolving period expires in March 2011 and
the final maturity is in 2018.

- On March 11, 2010, we closed a $667 million securitization,
backed by a pool of equipment leases originated by CIT
Vendor Finance. The Class A notes under the securitization
constitute eligible collateral under the Federal Reserve Bank of
New York’s Term Asset-Backed Securities Loan Facility (TALF).

- On June 25, 2010, we closed a $650 million committed Trade
Finance securitization facility with Citibank, N.A. as
Administrative Agent, and Deutsche Bank AG, New York
Branch as an additional committed lender. The commitment
period expires in June 2011.

- During the third and fourth quarters, we received approxi-
mately $300 million in aggregate proceeds through an existing
facility guaranteed by the European Export Credit Agencies
(“ECA”) secured by several Airbus aircraft that were delivered
earlier this year.

- On June 24, 2010, we closed a £100 million committed UK
Vendor Finance securitization facility with Deutsche Bank AG,
London Branch, as Facility Agent and committed lender. The
revolving period expires in June 2011 and the final maturity is
in 2018.

Cash Sweep and Required Cash Sweep Payments

Under the terms of the Second Lien Notes, the Company is
required to use certain cash collections to repay the Amended
First Lien Facility and Second Lien Notes on an accelerated basis
(the “Cash Sweep”). The Company may also use amounts in the
Cash Sweep Accounts for certain designated purposes. While the
Amended First Lien Facility no longer contains a Cash Sweep
provision, the terms of the Second Lien Notes still require Cash
Sweep payments to be made in order of priority first to the
Amended First Lien Facility and once all obligations under the
Amended First Lien Facility have been paid off in full, then to
repay or redeem the Second Lien Notes (including purchases of
Second Lien Notes in open market transactions, pursuant to
tender offers or otherwise).

During 2010 (prior to the amendment and extension of the First
Lien Facilities), as permitted under the Second Lien Notes, CIT
used approximately $1,710.5 million of Cash Sweep balances to
prepay the First Lien Facilities. The Cash Sweep account had a
$1,229.8 million balance at December 31, 2010, which is included
in restricted cash.
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Debt Ratings

We obtained new debt ratings in 2010. Our current debt ratings, which are unchanged from September 30, 2010, are presented in the fol-
lowing table.

Debt Ratings as of December 31, 2010

Moody’s
S&P Ratings Investors

Services Service DBRS______________________ _________________ ________________________________
Issuer / Counterparty Credit Rating B+/B B3 B (High)

1st Lien Debt Rating BB B1 BB (High)

2nd Lien Debt Rating (Series A/B) B+ B3 B (High)/BB (Low)

Outlook / Trend Positive Stable Positive

Debt ratings can influence the cost and availability of short- and
long-term funding, the terms and conditions on which such
funding may be available, the collateral requirements, if any, for
borrowings and certain derivative instruments, the acceptability
of our letters of credit, and the number of investors and counter-
parties willing to lend to the Company. A decrease, or potential
decrease, in credit ratings could impact access to the capital
markets and/or increase the cost of debt, and thereby adversely
affect liquidity and financial condition.

In general, rating agencies base their ratings on many quantita-
tive and qualitative factors, including capital adequacy, liquidity,
asset quality, business mix, level and quality of earnings, and the
current legislative and regulatory environment, including implied
government support. In addition, rating agencies themselves
have been subject to scrutiny arising from the financial crisis and
could make or be required to make substantial changes to their
ratings policies and practices, particularly in response to legisla-
tive and regulatory changes, including as a result of provisions in

Dodd-Frank. Potential changes in the legislative and regulatory
environment and the timing of those changes could impact our
ratings, which as noted above, could impact our liquidity and
financial condition.

A security rating is not a recommendation to buy, sell or hold
securities, and the ratings are subject to revision or withdrawal at
any time by the assigning rating agency. Each rating should be
evaluated independently of any other rating.

Contractual Payments and Commitments

The following tables summarize significant contractual payments
and contractual commitment expirations at December 31, 2010.
Certain amounts in the payments table are not the same as the
respective balance sheet totals as this table is before FSA, in
order to better reflect projected contractual payments. Likewise,
actual cash flows will vary materially from those depicted in the
payments table as further explained in the table footnotes.

Payments by Year, for the twelve months ended December 31(1) (dollars in millions)

Total 2011 2012 2013 2014 2015+_________________ _______________ _______________ _______________ _______________ _________________
Secured borrowings(2) $11,967.2 $2,379.7 $1,251.2 $1,223.3 $ 911.7 $ 6,201.3

Secured credit facility and expansion credit 
facility (Refinanced) 3,000.0 – – – – 3,000.0

Other debt 223.9 54.4 23.4 8.0 0.4 137.7

Series A Notes(3) 21,040.0 500.0 – 1,604.0 3,156.0 15,780.0

Series B Notes(4) 752.2 752.2 – – – –_________________ _______________ _______________ _______________ _______________ _________________
Total Long-term borrowings 36,983.3 3,686.3 1,274.6 2,835.3 4,068.1 25,119.0_________________ _______________ _______________ _______________ _______________ _________________
Deposits 4,497.7 1,230.7 1,260.0 817.8 709.1 480.1

Credit balances of factoring clients 935.3 935.3 – – – –

Lease rental expense 295.4 34.0 32.5 31.2 30.0 167.7_________________ _______________ _______________ _______________ _______________ _________________
Total contractual payments $42,711.7 $5,886.3 $2,567.1 $3,684.3 $4,807.2 $25,766.8_________________ _______________ _______________ _______________ _______________ __________________________________ _______________ _______________ _______________ _______________ _________________

(1) Projected payments of debt interest expense and obligations relating to postretirement programs are excluded.

(2) Includes non-recourse secured borrowings, which are generally repaid in conjunction with the pledged receivable maturities.

(3) Series A Notes for the twelve months ended December 31, 2011 reflect redemption of $500 million. Series A Notes for the twelve months ended
December 31, 2013 include $500 million of principal balance, which CIT on March 1, 2011 has announced will be redeemed on March 31, 2011.

(4) Series B Notes payments for the twelve months ended December 31, 2011 reflect redemption of 2017 maturities.
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Commitment Expiration by twelve month periods ended December 31 (dollars in millions)

Total 2011 2012 2013 2014 2015+_________________ _______________ _______________ _______________ ____________ _______________
Financing commitments(1) $ 2,406.5 $ 285.3 $ 686.0 $ 688.0 $323.5 $ 423.7

Aerospace manufacturer purchase commitments(2) 5,701.4 796.6 604.7 784.5 481.2 3,034.4

Letters of credit 383.7 155.4 61.3 57.2 50.2 59.6

Deferred purchase credit protection agreements 1,667.9 1,667.9 – – – –

Guarantees, acceptances and other recourse obligations 25.8 14.1 4.9 6.8 – –

Liabilities for unrecognized tax obligations(3) 451.6 30.0 421.6 – – –_________________ _______________ _______________ _______________ ____________ _______________
Total contractual commitments $10,636.9 $2,949.3 $1,778.5 $1,536.5 $854.9 $3,517.7_________________ _______________ _______________ _______________ ____________ ________________________________ _______________ _______________ _______________ ____________ _______________

(1) Financing commitments do not include certain unused, cancelable lines of credit to customers in connection with third-party vendor programs, which can
be reduced or cancelled by CIT at any time without notice.

(2) Aerospace commitments are net of amounts on deposit with manufacturers.

(3) The balance cannot be estimated past 2011; therefore the remaining balance is reflected in 2012.

Financing commitments declined from $3.7 billion at
December 31, 2009, to $2.4 billion at December 31, 2010, reflect-
ing reduced origination activity, the expiration and utilization of
financing commitments, and receivable sales. At December 31,
2010, unfunded commitments related to lead agented asset-
based loans totaled $377 million, down from $674 million at
December 31, 2009. The financing commitments above exclude
approximately $1.0 billion of commitments that were not avail-
able for draw due to requirements for collateral availability or
covenant conditions existing at December 31, 2010.

At December 31, 2010, substantially all financing commitments
were senior facilities, with approximately 50% secured by equip-
ment or other assets and the remainder comprised of unsecured
facilities relying upon cash-flow or enterprise value. CIT is lead

agent in 36% of the facilities. Most of our undrawn and available
financing commitments are in Corporate Finance. The top ten
undrawn commitments totaled $389 million.

Risk Weighted Assets

For a BHC, capital adequacy is based upon risk-weighted asset
ratios calculated in accordance with quantitative measures estab-
lished by the Federal Reserve. Under these guidelines, certain
commitments and off-balance sheet transactions are assigned
asset equivalent balances, and together with on-balance sheet
assets, are divided into risk categories, each of which is assigned a
risk weighting ranging from 0% (for example U.S. Treasury Bonds)
to 100% (for example commercial loans). The reconciliation of
balance sheet assets to risk-weighted assets are presented below:

Risk-Weighted Assets (dollars in millions)

Predecessor
December 31, December 31, December 31,

2010 2009 2008__________________________ __________________________ __________________________
Balance sheet assets $ 50,958.2 $ 60,027.4 $ 80,448.9

Risk weighting adjustments to balance sheet assets(1) (16,029.5) (15,786.1) (13,352.4)

Off balance sheet items(2) 9,248.0 10,170.0 12,306.7__________________________ __________________________ __________________________
Risk-weighted assets $ 44,176.7 $ 54,411.3 $ 79,403.2__________________________ __________________________ ____________________________________________________ __________________________ __________________________

(1) 2009 and 2008 includes risk weighting for retained interests in securitized assets to reflect the associated off-balance sheet assets.

(2) Primarily reflects commitments to purchase aircraft and for unused lines of credit and letters of credit. See Note 12 — Regulatory Capital for more information.
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Regulatory Capitalization

The Company is subject to various regulatory capital require-
ments set by the Federal Reserve Board. CIT committed to its
regulators to maintain a 13% Total Capital Ratio at the BHC and a

15% Tier 1 Leverage Ratio at CIT Bank for at least three years.
Consummation of our Plan of Reorganization in December 2009
improved our capital levels such that post emergence CIT’s Total
Capital ratio is above the required level.

Regulatory capital guidelines are based on the Capital Accord of
the Basel Committee on Banking Supervision (Basel I). We
compute capital ratios in accordance with Federal Reserve capital
guidelines for assessing adequacy of capital. To be well capital-
ized, a BHC generally must maintain Tier 1 and Total Capital
Ratios of at least 6% and 10%, respectively. The Federal Reserve
Board also has established minimum guidelines. The minimum

ratios are: Tier 1 Capital Ratio of 4.0%, Total Capital Ratio of 8.0%
and Tier 1 Leverage Ratio of 4.0%. In order to be considered a
“well capitalized” depository institution under FDIC guidelines,
CIT Bank must maintain a Tier 1 Capital Ratio of at least 6%, a
Total Capital Ratio of at least 10%, and a Tier 1 Leverage Ratio of
at least 5%.

Regulatory Capital and Ratios (dollars in millions)

CIT CIT Predecessor CIT
December 31, December 31, December 31,

2010 2009 2008__________________________ __________________________ ______________________________
Tier 1 Capital

Total stockholders’ equity $ 8,916.0 $ 8,400.0 $ 8,124.3

Effect of certain items in accumulated other comprehensive loss
excluded from Tier 1 Capital (3.3) – 138.5__________________________ __________________________ ______________________________

Adjusted total equity 8,912.7 8,400.0 8,262.8

Qualifying non-controlling interests – – 33.0

Less: Goodwill (277.4) (277.4) (568.1)

Disallowed intangible assets (119.2) (225.1) (130.5)

Investment in certain subsidiaries (33.4) (2.8) (22.0)

Other Tier 1 components(1) (65.2) (98.5) (76.4)__________________________ __________________________ ______________________________
Tier 1 Capital 8,417.5 7,796.2 7,498.8

Tier 2 Capital

Long-term debt and other instruments qualifying as Tier 2 Capital – – 1,899.0

Qualifying reserve for credit losses 416.2 – 993.8

Investment in certain subsidiaries (33.4) – (21.9)

Other Tier 2 components(2) 0.2 – –__________________________ __________________________ ______________________________
Total qualifying capital $ 8,800.5 $ 7,796.2 $10,369.7__________________________ __________________________ ________________________________________________________ __________________________ ______________________________
Risk-weighted assets $44,176.7 $54,411.3 $79,403.2__________________________ __________________________ ________________________________________________________ __________________________ ______________________________
BHC Ratios

Tier 1 Capital Ratio 19.1% 14.3% 9.4%

Total Capital Ratio 19.9% 14.3% 13.1%

Tier 1 Leverage Ratio 16.2% 11.3% 9.6%

CIT Bank Ratios

Tier 1 Capital Ratio 57.4% 45.0% 22.2%

Total Capital Ratio 57.7% 45.0% 23.5%

Tier 1 Leverage Ratio 24.2% 15.9% 15.8%

(1) Includes the portion of net deferred tax assets that does not qualify for inclusion in Tier 1 capital based on the capital guidelines and the Tier 1 capital
charge for nonfinancial equity investments.

(2) Banking organizations are permitted to include in Tier 2 Capital up to 45% of net unrealized pretax gains on available-for-sale equity securities with readily
determinable fair values.
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CIT Bank continues to broaden its origination and underwriting
capabilities, consistent with Company objectives. CIT Bank origi-
nated approximately 40% of the total CIT U.S. funded volume in
2010. That figure increased sequentially each quarter, rising to
over 50% in the fourth quarter. Committed loan volume increased
to $675 million in the fourth quarter from $314 million in the third
quarter, of which $370 million was funded. Committed volume for
the full year was $1.2 billion, of which $693 million was funded.

The Bank reported net income of $101 million for 2010, driven
primarily by net finance revenue and includes a gain on sale of
government-guaranteed student loans.

Total assets at December 31, 2010 were $7.1 billion. Total loans of
$5.2 billion consisted of $3.7 billion of consumer loans, primarily
government-guaranteed student loans and $1.5 billion of com-
mercial loans. Deposits, primarily brokered CD’s, totaled $4.5
billion, and secured debt was $0.6 billion at December 31, 2010.
At December 31, 2009, CIT Bank’s total assets were $9.0 billion,

up from $3.4 billion at December 31, 2008 and deposits totaled
$5.2 billion, up from $2.9 billion at December 31, 2008. The
increase in assets during 2009 resulted from the transfer of gov-
ernment-guaranteed student loans and accrued interest totaling
$5.7 billion. In consideration for this asset transfer, the bank
assumed $3.5 billion of related debt, and paid approximately
$1.6 billion of cash to CIT Group Inc.

The Tier 1 Capital ratio was 57.4% and Tier 1 Leverage ratio was
24.2% at December 31, 2010. CIT Bank’s Tier 1 Capital and Tier 1
Leverage Ratios (after FSA) were 45.0% and 15.9% at December 31,
2009, and 22.2% and 15.8%, respectively, at December 31, 2008.
CIT Bank is subject to various regulatory capital requirements set
by the FDIC. The Bank committed to its regulators to maintain for
at least three years a Tier 1 Leverage Capital Ratio of at least 15%.

The following presents condensed financial information for
CIT Bank.

CIT BANK

CONDENSED BALANCE SHEETS (dollars in millions)

December 31, 2010 December 31, 2009____________________________________ ____________________________________
ASSETS:

Net loans $5,224.2 $6,467.3

Assets held for sale 16.6 34.0

Cash and deposits with banks 1,299.1 1,705.4

Other assets 512.8 748.1____________________________________ ____________________________________
Total Assets $7,052.7 $8,954.8____________________________________ ________________________________________________________________________ ____________________________________

LIABILITIES AND EQUITY:

Long-term borrowings, including deposits $5,186.5 $7,285.1

Other liabilities 34.0 54.4____________________________________ ____________________________________
Total Liabilities 5,220.5 7,339.5____________________________________ ____________________________________

Total Stockholders’ Equity 1,832.2 1,615.3____________________________________ ____________________________________
Total Liabilities and Equity $7,052.7 $8,954.8____________________________________ ________________________________________________________________________ ____________________________________

CONDENSED STATEMENTS OF OPERATIONS (dollars in millions)

Years Ended December 31, 2010 December 31, 2009____________________________________ ____________________________________
Interest income $ 308.9 $ 278.1

Interest expense (114.9) (264.1)____________________________________ ____________________________________
Net interest revenue 194.0 14.0

Provision for credit losses (24.1) (32.1)____________________________________ ____________________________________
Net interest revenue, after credit provision 169.9 (18.1)

Total other income 35.3 47.6____________________________________ ____________________________________
Total net revenue, net of interest expense and credit provision 205.2 29.5

Total other expenses (40.7) (60.3)____________________________________ ____________________________________
Income (loss) before income taxes 164.5 (30.8)

Benefit (provision) for income taxes (63.5) 10.8____________________________________ ____________________________________
Net income (loss) $ 101.0 $ (20.0)____________________________________ ________________________________________________________________________ ____________________________________
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The preparation of financial statements in conformity with GAAP
requires management to use judgment in making estimates and
assumptions that affect reported amounts of assets and liabilities,
reported amounts of income and expense and the disclosure of
contingent assets and liabilities. The following estimates, which
are based on relevant information available at the end of each
period, include inherent risks and uncertainties related to judg-
ments and assumptions made. We consider the estimates to be
critical in applying our accounting policies, due to the existence
of uncertainty at the time the estimate is made, the likelihood of
changes in estimates from period to period and the potential
impact on the financial statements.

Management believes that the judgments and estimates utilized
in the following critical accounting estimates are reasonable. We
do not believe that different assumptions are more likely than
those utilized, although actual events may differ from such
assumptions. Consequently, our estimates could prove inaccu-
rate, and we may be exposed to charges to earnings that could
be material.

Fresh Start Accounting was adopted upon emergence from bank-
ruptcy. FSA recognizes that CIT has a new enterprise value
following its emergence from bankruptcy and requires asset
values to be re-measured using fair value, which was allocated in
accordance with accounting requirements for business combina-
tions. The excess of reorganization value over the fair value of
tangible and intangible assets was recorded as goodwill. In addi-
tion, FSA also requires that all liabilities, other than deferred
taxes, be stated at fair value. Deferred income taxes are deter-
mined in conformity with relevant accounting requirements. Fair
values of assets and liabilities represent our best estimates based
on the use of independent appraisals and financial consultant val-
uations. Where the foregoing were not available, industry data
and trends or references to relevant market rates and transactions
were used. These estimates and assumptions are inherently
subject to uncertainties and contingencies beyond our reason-
able control. See Notes 1 and 25 of Item 8 for additional
information.

Allowance for Loan Losses – The allowance for loan losses on
finance receivables reflects estimated amounts for loans origi-
nated subsequent to the Emergence Date, additional amounts
required on loans that were on the balance sheet at the
Emergence Date for subsequent changes in circumstances and
amounts related to loans brought on balance sheet from previ-
ously unconsolidated entities. As a result of FSA, the allowance
for loan losses balance at December 31, 2009 was eliminated and,
together with fair value adjustments to loans and lease receiv-
ables, effectively re-characterized as either non-accretable or
accretable discount. The non-accretable component represents
contractually required payments receivable in excess of the
amount of cash flows expected to be collected for loans with evi-
dence of credit impairment. The accretable discount, which
largely reflects the difference between contractual interest rates
and market interest rates on the portfolio at the emergence date,
is recognized in accordance with the effective interest method, or

on a basis approximating a level rate of return, as a yield adjust-
ment to loans and capital leases over the remaining lives of the
respective assets and reflected in interest income.

The allowance for loan losses is intended to provide for losses
inherent in the portfolio, which requires the application of esti-
mates and significant judgment as to the ultimate outcome of
collection efforts and realization of collateral values, among other
things. Therefore, changes in economic conditions or credit
metrics, including past due and non-accruing accounts, or other
events affecting specific obligors or industries, may necessitate
additions or reductions to the reserve for credit losses.

The allowance for loan losses is reviewed for adequacy based on
portfolio collateral values and credit quality indicators, including
charge-off experience, levels of past due loans and non-perform-
ing assets, evaluation of portfolio diversification and
concentration as well as economic conditions. We review finance
receivables periodically to determine the probability of loss, and
record charge-offs after considering such factors as delinquen-
cies, the financial condition of obligors, the value of underlying
collateral, as well as third party credit enhancements such as
guarantees and recourse to manufacturers. This information is
reviewed on a quarterly basis with senior management, including
the Chief Risk Officer, Chief Credit Officer, and Controller, among
others, as well as the Audit and Risk Management Committees, in
order to set the reserve for credit losses.

The allowance for loan losses on finance receivables originated as
of or subsequent to emergence is determined based on three key
components: (1) specific allowances for loans that are impaired,
based upon the value of underlying collateral or projected cash
flows, (2) allowances for estimated losses inherent in the portfolio
based upon historical and projected charge-offs, and (3)
allowances for estimated losses inherent in the portfolio based
upon economic risks, industry and geographic concentrations,
and other factors. Historical loss rates are based on one to three-
year averages, which are consistent with our portfolio life and
provide what we believe to be, appropriate weighting for current
loss rates. The process involves estimates and a high degree of
management judgment. See Reserves for Credit Losses for addi-
tional information.

Impaired Loans – Loan impairment is measured based upon the
difference between the recorded investment in each loan and
either the present value of the expected future cash flows dis-
counted at each loan’s effective interest rate (the loan’s
contractual interest rate adjusted for any deferred fees or
costs/discount or premium at the date of origination/acquisition)
or if a loan is collateral dependent, the collateral’s fair value.
When impairment for a loan is determined to be probable by CIT,
the measurement will be based on the fair value of the collateral.
The determination of impairment involves management’s judg-
ment and the use of market and third party estimates regarding
collateral values. Valuations of impaired loans and corresponding
impairment affect the level of the reserve for credit losses.

CRITICAL ACCOUNTING ESTIMATES
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Fair Value Determination – At December 31, 2010, only selected
assets and liabilities, including derivatives and certain equity
investments were measured at fair value. With the adoption of
FSA, all of our assets and liabilities at December 31, 2009 were
stated at fair value.

We determine fair value according to the following hierarchy:
first, comparable market prices to the extent available (level 1);
second, internal valuation models that utilize observable market
data as input variables (level 2); and lastly, internal valuation
models that utilize management’s assumptions about market par-
ticipant assumptions (unobservable inputs) (level 3).

Derivative fair values are determined primarily via level 1.
Financing and leasing assets held for sale fair values are deter-
mined largely using level 1 and level 2. The fair value of assets
related to net employee projected benefit obligations was deter-
mined largely via level 3.

Lease Residual Values – Operating lease equipment is carried at
cost less accumulated depreciation and is depreciated to esti-
mated residual value using the straight-line method over the
lease term or projected economic life of the asset. Direct financ-
ing leases are recorded at the aggregated future minimum lease
payments plus estimated residual values less unearned finance
income. We generally bear greater risk in operating lease transac-
tions (versus finance lease transactions) as the duration of an
operating lease is shorter relative to the equipment useful life
than a finance lease. Management performs periodic reviews of
residual values, with other than temporary impairment recognized
in the current period as an increase to depreciation expense for
operating lease residual impairment, or as an adjustment to yield
for value adjustments on finance leases. Data regarding current
equipment values, including appraisals, and historical residual
realization experience are among the factors considered in evalu-
ating estimated residual values. As of December 31, 2010, our
direct financing lease residual balance was $1.0 billion and our
total operating lease equipment balance totaled $11.1 billion.

Goodwill and Intangible Assets – CIT’s goodwill reflects the
excess reorganization value over the fair value of tangible and
identified intangible assets, net of liabilities, recorded in conjunc-
tion with fresh start accounting. See above, Fresh Start
Accounting.

In accordance with ASC 350, Intangibles – Goodwill and Other,
goodwill is assessed for impairment at least annually. Goodwill of
a reporting unit will be tested for impairment more frequently if
events occur that would indicate a potential reduction in the fair
value of the reporting unit below its carrying value. In performing

this assessment, management relies on a number of factors,
including operating results, business plans, economic projections,
anticipated future cash flows and market place data. We gener-
ally determine the fair value of our reporting units using the
market approach. Valuations using the market approach reflect
prices and other relevant observable information generated by
market transactions involving comparable businesses.

In accordance with ASC 360, our definite lived intangible assets
are evaluated for impairment when events and circumstances
indicate that the carrying amounts of those assets may not be
recoverable.

Estimating the fair value of reporting units involves the use of
estimates and significant judgments that are based on a number
of factors including actual operating results. If current conditions
change from those expected, it is reasonably possible that the
judgments and estimates described above could change in
future periods.

See Note 23 — Goodwill and Intangible Assets for more detailed
information.

ASC 740 Liabilities and Tax Reserves – We have open tax years in
the U.S. and Canada and other jurisdictions that are currently
under examination by the applicable taxing authorities, and
certain tax years that may in the future be subject to examination.
We periodically evaluate the adequacy of our liabilities and tax
reserves in accordance with accounting standards on uncertainty
in income taxes, taking into account open tax return positions,
tax assessments received and tax law changes. The process of
evaluating liabilities and tax reserves involves the use of esti-
mates and a high degree of management judgment. The final
determination of tax audits could affect our tax reserves.

Deferred tax assets and liabilities are recognized for future tax
consequences of transactions. Our ability to realize deferred tax
assets is dependent on prospectively generating taxable income
by corresponding tax jurisdiction, and in some cases on the
timing and amount of specific types of future transactions.
Management’s judgment regarding uncertainties and the use of
estimates and projections is required in assessing our ability to
realize net operating loss carry forwards (“NOL’s”) and other tax
benefits, as these assets began to expire at dates that began in
2010. They may be subject to annual use limitations under the
Internal Revenue Code and certain state laws. Management
utilizes historical and projected data in evaluating positive and
negative evidence regarding recognition of deferred tax
assets. See Notes 1 and 16 for additional information regarding
income taxes.

INTERNAL CONTROLS

The Internal Controls Committee is responsible for monitoring
and improving internal controls and overseeing the internal con-
trols attestation mandated by Section 404 of the Sarbanes-Oxley
Act of 2002 (“SARBOX”). The Committee, which is chaired by the

Controller, includes the Chief Financial Officer, the Director of
Internal Audit and other senior executives in finance, legal, risk
management and information technology.



Item 7: Management’s Discussion and Analysis

CIT ANNUAL REPORT 2010 75

The SEC adopted regulations that apply to any public disclosure
or release of material information that includes a non-GAAP
financial measure. The accompanying Management’s Discussion
and Analysis of Financial Condition and Results of Operations
and Quantitative and Qualitative Disclosure about Market Risk
contain certain non-GAAP financial measures. Non-GAAP finan-
cial measures are meant to provide additional information and
insight regarding operating results and financial position of the

business and in certain cases to provide financial information that
is presented to rating agencies and other users of financial infor-
mation. These measures are not in accordance with, or a
substitute for, GAAP and may be different from or inconsistent
with non-GAAP financial measures used by other companies. See
footnotes below the tables for additional explanation of non-
GAAP measurements.

NON-GAAP FINANCIAL MEASUREMENTS

Non-GAAP Reconciliations (dollars in millions)

At December 31________________________________________________________________________________________________
CIT Predecessor CIT__________________________________________________ ______________________________

2010 2009 2008_________________ _________________ ______________________________
Earning assets(1)

Total finance receivables $24,500.5 $34,837.6 $53,126.6

Total operating lease equipment, net 11,136.7 10,911.9 12,706.4

Total assets held for sale 1,218.5 343.8 156.1_________________ _________________ ______________________________
Total financing and leasing assets 36,855.7 46,093.3 65,989.1

Credit balances of factoring clients (935.3) (892.9) (3,049.9)_________________ _________________ ______________________________
Earning assets $35,920.4 $45,200.4 $62,939.2_________________ _________________ _______________________________________________ _________________ ______________________________

Years Ended December 31________________________________________________________________________________________________
CIT Predecessor CIT_________________ __________________________________________________________

Total net revenues(2) 2010 2009 2008_________________ _________________ _________________
Interest income $ 3,720.6 $ 2,358.3 $ 3,638.2

Rental income on operating leases 1,639.7 1,899.5 1,965.3_________________ _________________ _________________
Finance revenue 5,360.3 4,257.8 5,603.5

Interest expense (3,076.7) (2,659.4) (3,139.1)

Depreciation on operating lease equipment (679.1) (1,141.8) (1,145.2)_________________ _________________ _________________
Net finance revenue 1,604.5 456.6 1,319.2

Other income 1,002.2 (273.0) 495.0_________________ _________________ _________________
Total net revenues $ 2,606.7 $ 183.6 $ 1,814.2_________________ _________________ __________________________________ _________________ _________________

Year Ended
Net Finance Revenue as a % of Average Earning Assets December 31, 2010____________________________________
GAAP – net finance revenue % 3.93%

FSA (3.48)%

Secured credit facility prepayment penalty fee 0.29%____________________________________
Non-GAAP – adjusted net finance revenue % 0.74%________________________________________________________________________
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Non-accrual Loans After and Before Fresh Start Accounting

CIT Predecessor CIT_______________________________________________________________________________________________________________________ ______________________________________________________
Non-accrual Loans After and December 31, FSA December 31, December 31, FSA December 31,
Before Fresh Start Accounting(3) 2010 Adjustments 2010 2009 Adjustments 2009__________________________ _______________________ __________________________ __________________________ _______________________ __________________________

Post-FSA Pre-FSA Post-FSA Pre-FSA

Corporate Finance

Non-accrual loans 1,239.8 364.2 1,604.0 1,374.8 851.3 2,226.1

Total loans 8,482.2 1,089.1 9,571.3 12,165.8 3,042.0 15,207.8

Non-accrual loans as a percentage 
of total loans 14.62% 16.76% 11.30% 14.64%

Transportation Finance

Non-accrual loans 63.2 8.1 71.3 6.8 1.6 8.4

Total loans 1,388.9 147.9 1,536.8 1,808.1 416.7 2,224.8

Non-accrual loans as a percentage 
of total loans 4.55% 4.64% 0.38% 0.38%

Trade Finance

Non-accrual loans 164.4 – 164.4 90.5 6.8 97.3

Total loans 2,387.4 – 2,387.4 2,991.0 13.8 3,004.8

Non-accrual loans as a percentage 
of total loans 6.89% 6.89% 3.03% 3.24%

Vendor Finance

Non-accrual loans 147.9 27.0 174.9 102.2 193.7 295.9

Total loans 4,166.1 181.9 4,348.0 8,189.0 1,220.9 9,409.9

Non-accrual loans as a percentage 
of total loans 3.55% 4.02% 1.25% 3.14%

Consumer

Non-accrual loans 0.7 0.3 1.0 0.1 197.6 197.7

Total loans 8,075.9 508.7 8,584.6 9,683.7 1,654.8 11,338.5

Non-accrual loans as a percentage 
of total loans 0.01% 0.01% 0.00% 1.74%

Total

Non-accrual loans 1,616.0 399.6 2,015.6 1,574.4 1,251.0 2,825.4

Total loans 24,500.5 1,927.6 26,428.1 34,837.6 6,348.2 41,185.8

Non-accrual loans as a percentage 
of total loans 6.60% 7.63% 4.52% 6.86%

(1) Earnings assets are utilized in certain revenue and earnings ratios. Earning assets are net of credit balances of factoring clients. This net amount represents
the amounts we fund.

(2) Total net revenues are the combination of net finance revenue and other income and is an aggregation of all sources of revenue for the Company. Total net
revenues is used by management to monitor business performance.

(3) Non-accrual loans are presented after and before fresh start accounting adjustments as an aid to trend analysis. As a result of fresh start accounting, the
resulting metrics are not comparable to prior balances.
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OVERVIEW

On January 27, 2011, the Audit Committee of the Board of
Directors of CIT Group Inc., determined, based on the recom-
mendation of management, that the Company should restate its
financial statements for each of the first three quarters of 2010,
and revise its December 31, 2009 balance sheet. On February 2,
2011, the Company issued a press release announcing the 2010
restatement and the December 31, 2009 balance sheet revision.
This restatement is to correct for errors found by the Company
related primarily to the application of FSA. The effect of the
restatement compared to the results that were included in the
Company’s September 30, 2010 Form 10-Q is an increase in net
income of approximately $24 million for the nine months ended
September 30, 2010, resulting in net income of approximately
$442 million for that period. Net income for the quarters ended
March 31 and June 30, 2010 increased by approximately $47 million
and $40 million, respectively, and net income for the quarter
ended September 30, 2010 decreased by approximately
$16 million as compared to the amounts originally reported in
the September 30, 2010, June 30, 2010 and March 31, 2010
Form 10-Qs.

The nine month results originally reported in the September 30,
2010 Form 10-Q included revisions that increased net income for
the first and second quarters of 2010 by $47 million. These

revisions are included in the corrections recorded for the first and
second quarters of 2010. Thus, the sum of the corrections for the
first three quarters of 2010 will not agree with the corrections for
the nine months ended September 30, 2010 by the amount of
the revisions previously reflected in the September 30, 2010
Form 10-Q.

The December 31, 2009 balance sheet was also revised. The com-
bined impact of these changes is an increase of $0.10 per share
to the previously reported book value and a slight decrease to
the previously reported tangible book value, both as of
September 30, 2010. The following select management’s discus-
sion and analysis of financial condition and results of operations
sections have been updated for significant corrections related to
the items noted above and include restated financial data for the
quarterly periods ended March 31, 2010, June 30, 2010 and
September 30, 2010. For certain areas where there were no or
insignificant changes to the reported financial information, those
relevant sections of the management’s discussion and analysis
were not updated from what was previously reported.

See Note 26 — Selected Quarterly Financial Data (Unaudited) for
further details.

Selected financial information for the first three quarters of 2010
is presented in the table below:

SELECT 2010 FORM 10-Q RESTATED SECTIONS

Item 2. Management’s Discussion and Analysis of Financial Condition and Results
of Operations and

Item 3. Quantitative and Qualitative Disclosures about Market Risk

Quarter Ended Quarter Ended Quarter Ended
March 31, 2010 June 30, 2010 September 30, 2010__________________________________________ __________________________________________ __________________________________________

As As As As As As
Reported Restated Reported Restated Reported Restated_________________ _________________ _________________ _________________ _________________ _________________

Net Income (in millions) $ 97.3 $144.6 $142.1 $181.6 $131.5 $115.8

Diluted earnings per common share 0.49 0.72 0.71 0.91 0.66 0.58

Book value per common share 42.63 42.83 43.11 43.52 44.09 44.19

Tangible book value per common share 40.43 40.40 41.07 41.26 42.14 42.10

FINANCIAL PERFORMANCE OVERVIEW

Quarter ended March 31, 2010

As we continue to execute on our strategic business plan, we
made progress during the first quarter toward lowering our
funding costs and keeping our expense levels in line with the
revenue base as the balance sheet shrinks. We strengthened our
balance sheet, resulting in improved capital ratios. We reduced
assets, primarily financing and leasing assets, by $1.3 billion
through collections and sales.

Liquidity was enhanced as we closed a $667 million private place-
ment equipment finance securitization (principally vendor finance
assets) and re-established a $1.0 billion vendor finance bank
conduit. These two financings have weighted average funding
costs of approximately 4%. Debt was reduced by $1.4 billion, as

we prepaid: $750 million of secured credit facilities and $731
million of a secured rail financing, as well as other secured
funding repayments, using available cash resources.

Certain segment results were positive, particularly in Vendor
Finance and Corporate Finance, while the Trade Finance results
reflected the restoration of the allowance for credit losses, which
was eliminated in FSA. New business volume trends reflect a
measured approach to re-starting origination activities. From a
business perspective, new origination trends in Vendor Finance
are positive, as the unit is focusing on strategic vendor relation-
ships in core markets, while moving away from less profitable
businesses. We also added a significant new vendor relationship
in April. In Corporate Finance, we are starting to see increased
demand and a rebound in the middle market, as we are
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beginning to originate Corporate Finance loans in CIT Bank. In
Trade Finance, client terminations, while still relatively high, were
significantly reduced from prior quarters, though the resumption
of volume from new clients and with clients that returned to CIT
were stabilizing factors. In Transportation Finance, new volume
was limited to committed asset deliveries. In aerospace, 2010
deliveries are leased and a significant portion of 2011 deliveries
are also leased. Rail utilization remains at 90%, though we are
starting to see rail car loadings improve.

Net income for the quarter was $144.6 million, $0.72 per share.
Net income benefitted from $483 million pretax net accretion and
lower depreciation due to FSA adjustments. Also, our book value
per common share and tangible book value per common share
increased to $42.83 and $40.40 at March 31, 2010 from $41.99 and
$39.48 at December 31, 2009.

Interest margin before the benefit of FSA adjustments remained
low, reflecting higher costs on secured borrowings and lower
asset levels, partially offset by improved pricing on new origina-
tions. Prepayment of high cost debt will lower our cost of capital
and will improve finance margins, provided we can access lower
cost funding.

Net charge-offs were $77.5 million, as loans had been written
down at year-end under FSA to estimated fair values. Excluding
FSA, gross charge-offs were $237.1 million, 2.43% of receivables,
significantly lower than preceding quarters. Non-accrual loans
increased from year-end levels reflecting a rise in Vendor Finance
and Transportation Finance.

The provision for loan losses reflects reserves for performing
loans that were eliminated in FSA and some credit deterioration.
The provision includes $37 million for reserves on new origina-
tions (including Trade Finance – $27 million) and $83 million for
reserves on performing loans. Provisions also were made for spe-
cific reserves of $28.4 million on impaired loans and the
previously discussed $77 million for charge-offs in excess of
FSA discounts.

At March 31, 2010, the $213.9 million reserve for credit losses
reflects the provisioning less charge-offs and includes $68.6
million of reserves for loans brought on-balance sheet in conjunc-
tion with new consolidation accounting guidance (no provision or
income statement impact).

Non-spread revenue benefitted from gains on loan and asset
sales, which were partially offset by losses on unhedged foreign
currency positions.

Salaries and general operating expenses were controlled and
included retention and restructuring costs.

See Note 26 — Selected Quarterly Financial Data – Business
Segment Information for additional details and summary of cor-
rections recorded for March 31, 2010 on each of the Company’s
segments.

Quarter ended June 30, 2010

We continued to execute on the strategic priorities outlined
earlier in the year. We made progress paying down our high cost
first lien debt and re-accessing the capital markets for cost-efficient

financing. Through the first six months of 2010, we repaid slightly
over $3 billion of first lien facilities. We also raised over $2.5
billion of secured debt in 2010 in the capital markets across a
variety of asset classes, including trade and vendor receivables,
aircraft and other lease equipment. These financings have all
been at attractive rates, with costs averaging approximately 4%,
including amortization of related fees.

We made progress optimizing our asset portfolio. We sold over
$3 billion of non-strategic assets year-to-date, including non-core
operations in Australia and Canada, certain Corporate Finance
loans, and approximately 6% of our liquidating student loan port-
folio. These sales have, in aggregate, occurred at prices above
our FSA adjusted carrying values and provided liquidity for the
aforementioned debt repayments.

We continue to work with our regulators in a constructive manner
addressing the issues cited in our Written Agreement with the
Federal Reserve Bank of New York. Much of that effort focuses on
enhancing our overall risk and credit management policies, pro-
cedures and practices. Finally, we remain focused on expenses
and we have and will continue to make progress driving operat-
ing efficiencies. However, we are equally committed to further
investing in the risk management and control functions necessary
to successfully operate as a bank holding company.

Our financial results for the six months ended June 30, 2010
reflect the progress we have made on our initiatives. The balance
sheet has contracted, reflecting our pro-active efforts to optimize
our debt refinancing strategies, and we have increased our
capital, built reserves and hold in excess of $10 billion of cash.
We reported net income of $326.2 million for the first half of the
year, due in large part to the favorable accretion benefits stem-
ming from FSA. Those benefits exceeded our initial forecasts as
cash prepayments on loans were particularly strong in the first
half of the year, resulting in accelerated accretion of FSA discounts.

As a result of our successes, our Tier One and Total Capital Ratios
improved to 17.3% and 18.1%, respectively, and our book value
per share increased to $43.52 at June 30, 2010.

Net income for the quarter was $181.6 million, $0.91 per share,
up from $144.6 million, $0.72 per share in the first quarter. Net
income benefitted from $435 million pretax net accretion and
lower depreciation due to FSA adjustments during the second
quarter, compared to $483 million pre-tax net accretion in the first
quarter. The increased earnings contributed to higher book value
per common share ($43.52 at June 30, 2010 and $42.83 at
March 31, 2010) and tangible book value per common share
($41.26 at June 30, 2010 and $40.40 at March 31, 2010).

Net interest revenue declined $57 million on lower financing
assets and less net FSA accretion. However, total net revenues
increased 17% sequentially, as an increase in other income offset
the decline in net interest revenue.

Net finance revenue (which includes operating lease rentals and
depreciation) as a percentage of average earning assets was
4.32% compared to 4.67% last quarter and includes a 3.95%
benefit from FSA. Excluding the impact from FSA and the prepay-
ment penalty fees on the prepayment of high cost first lien debt,
margin was 0.73% up slightly from the first quarter.
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Other income (excluding operating lease rentals) increased from
last quarter due to $129 million of gains on receivable and asset
sales and $113 million of recoveries on receivables charged-off
prior to the adoption of FSA. The 2010 first quarter included
losses on foreign currency exposures that were largely hedged
during the second quarter.

Non-personnel operating expenses were down. Salaries and
compensation expenses increased from the first quarter on costs
related to an employee retention program established last
quarter.

Cash was up from the first quarter and consisted of unrestricted
cash of $6.1 billion at the bank holding company, $1.7 billion at
CIT Bank, $1.7 billion at operating subsidiaries and $1.2 billion in
other restricted cash. We completed a new $650 million commit-
ted conduit facility for Trade Finance and a £100 million
(approximately $150 million) committed Vendor Finance U.K.
conduit facility during the second quarter, Vendor Finance’s first
conduit facility outside of North America. These transactions,
when combined with first quarter financings, aggregate to over
$2.5 billion in funding capacity. Our strengthened balance sheet
and profitability resulted in improved capital ratios. Tier 1 and
Total Capital ratios improved to 17.3% and 18.1%, respectively,
from 15.6% and 16.0% at March 31, 2010.

Financing and leasing assets were reduced by almost $4 billion,
through the combination of strategic asset sales and net portfolio
collections. New business volume increased 14% from the
first quarter to over $1 billion, with the greatest increase in
Corporate Finance.

Debt was reduced by $3 billion during the quarter, primarily
related to pre-payments on first lien facilities and secured bor-
rowings. $2.3 billion of first lien debt was prepaid during the
quarter ($1.5 billion in April and $0.8 billion in June).

Net charge-offs of $106 million were up $29 million from the first
quarter driven principally by smaller balance loans where the
marks were established on a portfolio basis. Non-accrual loans of
$2.1 billion increased $140 million from the first quarter, driven
primarily by Corporate Finance. These credit metrics include
asset marks and other FSA-related items. However, net charge-
offs do not reflect recoveries of pre-FSA charge-offs recorded in
other income, which were $113 million and $157 million in the
second quarter and first half of 2010.

Management also evaluates credit performance using credit
metrics that exclude the impact of FSA. On this basis, gross
charge-offs were $252 million, up $14 million from the first quarter,
driven by real estate and energy-related loans. These gross charge-
offs also exclude recoveries of pre-FSA charge-offs recorded in
other income. Non-accrual loans of $3.0 billion decreased
$54 million from the first quarter, largely in Vendor Finance.

The provision for credit losses increased $21 million from the first
quarter due to the increased charge-offs.

See Note 26 — Selected Quarterly Financial Data – Business
Segment Information for additional details and summary of
corrections recorded for June 30, 2010 on each of the
Company’s segments.

Quarter ended September 30, 2010

During the quarter, we continued to execute on the strategic pri-
orities outlined earlier in the year while providing financing to
small businesses and middle market companies. We substantially
completed the build out of our senior corporate leadership
team and are in the midst of our 2011 and longer-term strategic
planning processes.

We made significant progress paying down high cost debt and
re-accessing the capital markets for cost-efficient financing.
Through September 30, 2010, we paid down $4.5 billion of the
$7.5 billion of the high cost first lien debt we had at emergence
and refinanced the remaining $3.0 billion at a significantly
reduced cost and extended the maturity. We raised over
$2.7 billion of new secured debt in 2010 across a variety of asset
classes, including trade and vendor receivables, aircraft and other
leased equipment. These bank and capital market financings
have all been at attractive rates, with costs averaging approxi-
mately 4% including amortization of related fees.

We continue to make progress optimizing our asset portfolio. We
sold over $4.5 billion (pre-FSA) of non-strategic assets year-to-
date, including operations in Australia, asset-based loans in
Canada, a liquidating Vendor Finance consumer portfolio, and
student loans. In aggregate, these sales have occurred at prices
above our FSA-adjusted carrying values and provided liquidity for
the aforementioned debt repayments.

We continue to work on the issues cited in our Written
Agreement with the Federal Reserve Bank of New York. Much of
these efforts focus on enhancing our overall risk and credit man-
agement policies, procedures and practices. While we remain
focused on expenses and driving operating efficiencies, we are
equally committed to further investing in the risk management
and control functions.

Our year-to-date financial results reflect these accomplishments.
The balance sheet contracted, reflecting our pro-active efforts to
optimize the portfolio and refinance our debt. We increased
capital, with Tier One and Total Capital Ratios improved to 18.4%
and 19.3%, respectively, at September 30, 2010, up from 17.3%
and 18.1% at June 30, 2010. We also built loan loss reserves and
had cash in excess of $11 billion at quarter end. We reported net
income of $442 million for the first three quarters of 2010, due in
large part to greater than expected FSA accretion mostly stem-
ming from accelerated asset prepayments. Importantly, our new
business initiatives are taking hold with new lending commit-
ments and funded volumes increasing sequentially each quarter.

In the third quarter, net income decreased sequentially as lower
interest expense, provision for credit losses, and operating
expenses were offset by a decline in interest income and fewer
recoveries on assets charged-off prior to 2010. In aggregate, pre-
tax benefits from FSA-related items of $280 million were down
approximately $155 million from the second quarter, primarily due
to lower asset levels, slower customer prepayments, and the
repayment of high cost debt. The earnings contributed to an
increase in book value per common share and tangible book
value per common share.

Net finance revenue decreased $116 million from the second
quarter as the revenue impact of a $2.7 billion reduction in
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average earning assets more than offset the interest savings from
reducing high-cost debt. As a percentage of average earning
assets, net finance revenue in the third quarter was 3.44%, down
from 4.32% in the second quarter, and included a 2.74% benefit
from FSA. Excluding FSA and the effect of prepayment penalties
on high-cost debt in both quarters, margin was 0.95%, up 22
basis points from the second quarter, as the reduction in funding
costs was partially offset by the lower asset yields that resulted
from a change in the composition of interest-earning assets and
lower yield-related fees. Our net finance revenue continues to be
adversely impacted by the high level of debt cost and non-
accrual loans.

Other income (excluding operating lease rentals) decreased from
the second quarter primarily due to lower recoveries on receiv-
ables charged-off prior to the adoption of FSA, which aggregated
to $52 million in the third quarter, down from $113 million in the
second quarter. Results also reflect slightly higher factoring com-
missions on seasonal volume build.

We continued to reduce operating expenses to better corre-
spond to the lower asset base. Operating expenses decreased
from the second quarter, reflecting lower employee costs.
Headcount declined 5% from June 30, 2010 to approximately
3,800. We recorded $6 million of restructuring charges in the third
quarter for facility consolidation and severance costs.

We continued to increase funding to small and middle-market
customers, as new business volume was sequentially higher each
quarter in 2010. CIT Bank continues to actively originate new
loans, as approximately 49% of the total U.S. funded volume was
underwritten by CIT Bank, up from 27% in the second quarter.
During the third quarter, the Bank originated one aerospace loan
secured by aircraft.

Portfolio optimization continued; our finance and leasing asset
portfolio was reduced by almost 4% during the quarter, reflecting
strategic sales and net portfolio collections. We sold $1.5 billion
(before FSA discounts) of non-core assets, which included a
$0.6 billion liquidating consumer portfolio in Vendor Finance,
$0.6 billion in Corporate Finance, $0.2 billion of other Vendor
assets and approximately $100 million of Transportation equipment.

Assets held for sale at September 30, 2010 include the private
student loan portfolio, a pool of government-guaranteed student
loans and certain energy-related Corporate Finance assets.

Total cash rose to $11.2 billion at September 30, 2010, consisting
of $6.5 billion at the bank holding company (“BHC”), $1.6 billion
at CIT Bank, $1.5 billion at operating subsidiaries, and $1.6 billion
in restricted cash. There are certain limitations on the use of CIT
Bank cash, such as funding transactions originated only at the
Bank. Restricted cash consists of $0.8 billion for securitizations,
$0.6 billion held in cash sweep accounts and $0.2 billion of cash
collateral securing letters of credit and other restricted balances.

Proceeds from asset sales and net portfolio collections enabled
the paydown of over $2.5 billion of debt during the quarter,
including $1.5 billion of high-cost first lien debt. We have repaid
a total of $4.5 billion of first lien debt in 2010 and refinanced the
remaining $3 billion at a lower cost and a later maturity date.

We are developing access to more cost-efficient funding sources
to support lending to our small business and middle market

customers. During the 2010 third quarter, we funded several air-
craft through a facility to fund the purchase of Airbus aircraft,
which is guaranteed by the European Export Credit Agency
(“ECA”). This transaction, when combined with first half financ-
ings, aggregates to over $2.7 billion of total new fundings.

Credit trends showed signs of stabilization, as the amount of net
charge-offs and non-accrual loans each decreased modestly from
the second quarter. Though down in amount, the corresponding
ratios as a percentage of finance receivables increased from the
prior quarter due to continued portfolio contraction. The reduc-
tion in non-accrual loans was driven largely by improvement in
Corporate Finance, which was partially offset by an increase in
Trade Finance. These credit metrics, which are after the applica-
tion of FSA, include asset marks and other FSA-related items.
Reported net charge-offs of $101 million for the third quarter,
down from $106 million in the second quarter, do not reflect
recoveries on pre-FSA charge-offs recorded in other income,
which were $52 million in the third quarter and $209 million for
the nine months ended September 30, 2010.

Management also evaluates credit performance using credit
metrics that exclude the impact of FSA. On this basis, gross
charge-offs were $233 million, down $18 million from the
second quarter, while non-accrual loans of $2.6 billion decreased
$447 million from the second quarter, including a decline of
$195 million related to the sale of substantially all the private
student loan portfolio and the valuation allowance taken on the
remaining private loan portfolio in assets held for sale. New
inflows into non-accrual loans decreased significantly on a pre-FSA
basis from the preceding two quarters.

The allowance for loan losses increased to $425 million from
$357 million at June 30, 2010 reflecting increases to specific
reserves on impaired loans and to non-specific reserves. Although
credit metrics showed signs of stabilization in the third quarter,
we built reserves for incremental deterioration beyond the FSA
discount on pre-emergence loans. The provision for credit losses
decreased from the second quarter, as the build in non-specific
reserves was partially offset by the reversal of reserves related to
a liquidating Vendor Finance consumer portfolio that was sold.

See Note 26 — Selected Quarterly Financial Data – Business
Segment Information for additional details and summary of cor-
rections recorded for September 30, 2010 on each of the
Company’s segments.

Discussion of Results in Comparison to 2009

The following discussion highlights certain year-over-year results.
However, FSA adjustments reflected in 2010 impact the useful-
ness and comparability of year-over-year comparisons.

Net income for the quarter ended June 30, 2010, of $181.6 million,
improved from the prior year loss of $1.7 billion, which included a
$692 million goodwill and intangible assets impairment charge
and approximately $200 million in losses on asset sales and
related valuation allowances. In contrast, 2010 results included
$130 million in asset sale gains and $113 million in recoveries on
pre-emergence charge-offs reported in other revenue. The 2010
provision for credit losses declined $342 million from the prior
year, largely due to FSA discount reducing reported charge-offs
in the current year. Even prior to FSA, gross charge-offs were
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$124 million below 2009. The current period results also benefit-
ted from $435 million in net accretion of FSA adjustments as
discussed previously. Net finance revenue margins (including net
operating lease income) prior to FSA and excluding current
period prepayment charges on debt repayments were 0.73%
versus 1.10% in 2009, largely reflecting the high cost debt issued
in the reorganization and the cost of additional liquidity.

Net income for the six months ended June 30, 2010, of
$326.2 million, improved from the prior year loss of $2.1 billion,
reflecting the same trends and factors that drove the second
quarter comparison. For the first half of 2010, the provision for
credit losses was $651 million below 2009. Net finance margin
was down, as 2010 net finance revenue margins prior to FSA and
excluding current period prepayment charges were 0.72% versus
1.11% in the prior year.

Net income for the quarter ended September 30, 2010, of
$115.8 million, improved from the prior year loss of $1.1 billion,
primarily due to increased other revenue and a lower provision
for credit losses, as the prior year results included a $701.8 million
provision for credit losses and a charge of $285 million related to
the change in fair value of a derivative that was subsequently ter-
minated in October 2009. In contrast, 2010 results included
$148 million in asset sale gains and $52 million in recoveries on
pre-emergence charge-offs reported in other revenue. The 2010
provision for credit losses declined $537 million from the prior
year, largely due to FSA discount reducing reported charge-offs
in the current year. The current period results also benefitted
from $280 million in net accretion of FSA adjustments, as

discussed previously. Net finance revenue margins (including net
operating lease income) prior to FSA and excluding current
period prepayment charges on debt repayments were 0.95%
versus 0.35% in 2009, reflecting some benefit from the repayment
of the high cost debt issued in the reorganization.

Net income for the nine months ended September 30, 2010, of
$442 million, improved from the prior year loss of $3.2 billion,
reflecting the same trends and factors that drove the third quarter
comparison. In addition, 2009 results included goodwill and
intangible assets impairment charges of $692 million. The provi-
sion for credit losses in 2010 was $1.2 billion below 2009. In
contrast to the third quarter trend, net finance margin was down,
as 2010 net finance revenue margins prior to FSA and excluding
current period prepayment charges were 0.79% versus 0.86% in
the prior year.

FRESH START ACCOUNTING

Upon emergence from bankruptcy, CIT adopted FSA. As a result,
assets, liabilities and equity were reflected in our financial state-
ments at fair value at December 31, 2009. FSA adjustments are
reflected in 2010 and December 31, 2009 ending balances, while
accretion and amortization of certain FSA adjustments are
reflected in operating results for 2010. Because the FSA accretion
and amortization adjustments are reflected in 2010 and not 2009,
year over year comparisons are not on the same basis, and there-
fore comparisons are primarily on a sequential basis.

The following table presents FSA adjustments by balance
sheet caption:

Fresh Start Accounting: (Discount) / Premium

At December 31, 2009 At March 31, 2010_____________________________________________________________________________________________________ _____________________________________________________________________________________________________
Accretable Non-accretable Accretable Non-accretable_________________________________________________ _________________________________________________ _________________________________________________ _________________________________________________

As Originally As Originally As Originally As Originally
(Discount)/Premium Reported As Revised Reported As Revised Reported As Restated Reported As Restated_______________________ ____________________ _______________________ ____________________ _______________________ ______________________ _______________________ ______________________
Loans $(3,507.3) $(3,619.2) $(1,755.1) $(1,668.7) $(3,030.0) $(3,131.6) $(1,566.0) $(1,473.6)

Operating lease
equipment, net (3,239.7) (3,237.9) – – (3,153.4) (3,150.8) – –

Goodwill and
Intangible assets 225.1 225.1 239.4 277.4 201.5 209.1 239.4 277.4

Other assets (321.0) (320.8) – – (285.2) (285.1) – –_______________________ ____________________ _______________________ ____________________ _______________________ ______________________ _______________________ ______________________
Total assets $(6,842.9) $(6,952.8) $(1,515.7) $(1,391.3) $(6,267.1) $(6,358.4) $(1,326.6) $(1,196.2)_______________________ ____________________ _______________________ ____________________ _______________________ ______________________ _______________________ _____________________________________________ ____________________ _______________________ ____________________ _______________________ ______________________ _______________________ ______________________
Deposits $ 131.4 $ 90.5 $ – $ – $ 121.6 $ 74.7 $ – $ –

Long-term borrowings (3,396.5) (3,396.5) – – (3,284.9) (3,284.9) – –

Other liabilities – – 336.6 336.6 – – 306.7 306.7_______________________ ____________________ _______________________ ____________________ _______________________ ______________________ _______________________ ______________________
Total liabilities $(3,265.1) $(3,306.0) $ 336.6 $ 336.6 $(3,163.3) $(3,210.2) $ 306.7 $ 306.7_______________________ ____________________ _______________________ ____________________ _______________________ ______________________ _______________________ _____________________________________________ ____________________ _______________________ ____________________ _______________________ ______________________ _______________________ ______________________



Select 2010 Form 10-Q Restated Sections

CIT ANNUAL REPORT 2010 83

At June 30, 2010 At September 30, 2010_____________________________________________________________________________________________________ _____________________________________________________________________________________________________
Accretable Non-accretable Accretable Non-accretable_________________________________________________ _________________________________________________ _________________________________________________ _________________________________________________

As Originally As Originally As Originally As Originally
(Discount)/Premium Reported As Restated Reported As Restated Reported As Restated Reported As Restated_______________________ ______________________ _______________________ ______________________ _______________________ ______________________ _______________________ ______________________
Loans $(2,369.8) $(2,387.5) $(1,184.9) $(1,153.5) $(1,927.3) $(1,932.4) $(583.3) $(565.6)

Operating lease
equipment, net (3,109.3) (3,105.6) – – (3,055.1) (3,052.8) – –

Goodwill and
Intangible assets 168.5 174.4 239.4 277.4 136.3 141.4 255.1 277.4

Other assets (261.2) (261.2) – – (241.2) (241.2) – –_______________________ ______________________ _______________________ ______________________ _______________________ ______________________ _______________________ ______________________
Total assets $(5,571.8) $(5,579.9) $ (945.5) $ (876.1) $(5,087.3) $(5,085.0) $(328.2) $(288.2)_______________________ ______________________ _______________________ ______________________ _______________________ ______________________ _______________________ _____________________________________________ ______________________ _______________________ ______________________ _______________________ ______________________ _______________________ ______________________
Deposits $ 112.3 $ 58.4 $ – $ – $ 103.1 $ 47.5 $ – $ –

Long-term borrowings (3,195.0) (3,195.0) – – (3,063.8) (3,063.8) – –

Other liabilities – – 285.4 285.4 – – 220.4 220.4_______________________ ______________________ _______________________ ______________________ _______________________ ______________________ _______________________ ______________________
Total liabilities $(3,082.7) $(3,136.6) $ 285.4 $ 285.4 $(2,960.7) $(3,016.3) $ 220.4 $ 220.4_______________________ ______________________ _______________________ ______________________ _______________________ ______________________ _______________________ _____________________________________________ ______________________ _______________________ ______________________ _______________________ ______________________ _______________________ ______________________

“As Originally Reported” reflects balances reported in the
March 31, 2010, June 30, 2010 and September 30, 2010
Form 10-Q.

In addition to the accretion of FSA discount on loans through
interest income in 2010 ($500 million in the first quarter,
$440 million in the second quarter, $345 million in the third quarter
and $1.3 billion for the nine months ended September 30, 2010),

the accretable balance also declined as a result of asset sales and
transfers to held for sale. The decline in the non-accretable
balance in the third quarter is primarily due to loans transferred to
available for sale; the decrease also reflects charge-offs, prepay-
ments, asset sales and transfer of loan non-accretable discount to
accretable discount. The following table summarizes the impact of
accretion and amortization of FSA adjustments on the
Consolidated Statement of Operations:

Nine months Six months
Quarters Ended ended ended___________________________________________________________________________

September 30, June 30, March 30, September 30, June 30,
2010 2010 2010 2010 2010___________________________ _______________ __________________ ___________________________ _______________________

Fresh Start Accounting: Accretion / (Amortization)

Interest income $ 345.2 $ 439.9 $499.7 $1,284.8 $ 939.6

Interest expense (120.8) (73.2) (94.7) (288.7) (167.9)

Rental income on operating leases (30.4) (26.6) (26.2) (83.2) (52.8)

Other income 20.0 23.9 35.8 79.7 59.7

Depreciation expense 66.5 71.0 68.5 206.0 139.5___________________________ _______________ __________________ ___________________________ _______________________
Total $ 280.5 $ 435.0 $483.1 $1,198.6 $ 918.1___________________________ _______________ __________________ ___________________________ __________________________________________________ _______________ __________________ ___________________________ _______________________

Due to market conditions, there has been a high level of loan
prepayments in 2010, resulting in higher accretion of interest
income than originally anticipated. For the three months ended
March 31, 2010, June 30, 2010 and September 30, 2010 the

accretion income related to prepayments of loans was $144 million,
$135 million, and $101.5 million respectively, primarily related to
Corporate Finance loans.
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NET FINANCE REVENUE

Net Finance Revenue (dollars in millions)

Quarter Ended March 31, 2010 Quarter Ended June 30, 2010 Six Months Ended June 30, 2010____________________________________________________________________ _______________________________________________________________________ ____________________________________________________________________
As As As

Originally As Originally As Originally As
AS RESTATED Reported Corrections Restated Reported Corrections Restated Reported Corrections Restated_________________ _____________________ _________________ _________________ _____________________ ________________ __________________ _____________________ _________________

Total net revenues(1)

Interest income $ 1,049.0 $ 55.7 $ 1,104.7 $ 993.5 $ 30.3 $ 1,023.8 $ 2,042.5 $ 86.0 $ 2,128.5

Rental income on 
operating leases 418.2 7.6 425.8 419.7 (1.8) 417.9 837.9 5.8 843.7_________________ _____________________ _________________ _________________ _____________________ _________________ _________________ _____________________ _________________

Finance revenue 1,467.2 63.3 1,530.5 1,413.2 28.5 1,441.7 2,880.4 91.8 2,972.2

Interest expense (837.8 ) 6.4 (831.4 ) (813.6 ) 6.1 (807.5 ) (1,651.4 ) 12.5 (1,638.9 )

Depreciation on operating
lease equipment (173.5 ) 0.8 (172.7 ) (179.0 ) 0.9 (178.1 ) (352.5 ) 1.7 (350.8 )_________________ _____________________ _________________ _________________ _____________________ _________________ _________________ _____________________ _________________

Net finance revenue $ 455.9 $ 70.5 $ 526.4 $ 420.6 $ 35.5 $ 456.1 $ 876.5 $106.0 $ 982.5_________________ _____________________ _________________ _________________ _____________________ _________________ _________________ _____________________ _________________

Average Earnings
Assets (“AEA”) $44,642.1 $435.4 $45,077.5 $41,747.3 $464.6 $42,211.9 $43,223.1 $451.6 $43,674.7_________________ _____________________ _________________ _________________ _____________________ _________________ _________________ _____________________ __________________________________ _____________________ _________________ _________________ _____________________ _________________ _________________ _____________________ _________________

As a % of AEA

Interest income 9.40% 0.40% 9.80% 9.52% 0.18% 9.70% 9.45% 0.30% 9.75%

Rental income on
operating leases 3.75% 0.03% 3.78% 4.02% (0.06)% 3.96% 3.88% (0.02)% 3.86%_________________ _____________________ _________________ _________________ _____________________ _________________ _________________ _____________________ _________________

Finance revenue 13.15% 0.43% 13.58% 13.54% 0.12% 13.66% 13.33% 0.28% 13.61%

Interest expense (7.51)% 0.13% (7.38)% (7.80)% 0.15% (7.65)% (7.64)% 0.14% (7.50)%

Depreciation on operating 
lease equipment (1.55)% 0.02% (1.53)% (1.71)% 0.02% (1.69)% (1.63)% 0.02% (1.61)%_________________ _____________________ _________________ _________________ _____________________ _________________ _________________ _____________________ _________________

Net finance revenue 4.09% 0.58% 4.67% 4.03% 0.29% 4.32% 4.06% 0.44% 4.50%_________________ _____________________ _________________ _________________ _____________________ _________________ _________________ _____________________ __________________________________ _____________________ _________________ _________________ _____________________ _________________ _________________ _____________________ _________________

As a % of AEA by Segment

Corporate Finance 6.71% 1.09% 7.80% 7.30% 0.09% 7.39% 6.97% 0.61% 7.58%

Transportation Finance 0.65% 0.47% 1.12% 1.65% 0.10% 1.75% 1.15% 0.28% 1.43%

Trade Finance (1.72)% (0.67)% (2.39)% (4.85)% (1.04)% (5.89)% (3.22)% (0.84)% (4.06)%

Vendor Finance 9.91% 0.12% 10.03% 8.13% 0.66% 8.79% 9.06% 0.37% 9.43%

Commercial Segments 4.97% 0.57% 5.54% 4.78% 0.20% 4.98% 4.87% 0.39% 5.26%

Consumer 0.91% 0.30% 1.21% 1.39% 0.25% 1.64% 1.14% 0.28% 1.42%

Total 4.09% 0.58% 4.67% 4.03% 0.29% 4.32% 4.06% 0.44% 4.50%
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Nine Months Ended 
Quarter Ended September 30, 2010 September 30, 2010_______________________________________________________________________ ____________________________________________________________________

As As
Originally As Originally As

AS RESTATED Reported Corrections Restated Reported Corrections Restated_________________ _____________________ _________________ _________________ _____________________ _________________

Total net revenues(1)

Interest income $ 815.7 $ 22.4 $ 838.1 $ 2,902.7 $ 63.9 $ 2,966.6

Rental income on operating leases 398.4 (0.7 ) 397.7 1,236.3 5.1 1,241.4_________________ _____________________ _________________ _________________ _____________________ _________________

Finance revenue 1,214.1 21.7 1,235.8 4,139.0 69.0 4,208.0

Interest expense (732.2 ) (1.9 ) (734.1 ) (2,377.7 ) 4.7 (2,373.0 )

Depreciation on operating lease equipment (161.7 ) – (161.7 ) (512.9 ) 0.4 (512.5 )_________________ _____________________ _________________ _________________ _____________________ _________________

Net finance revenue $ 320.2 $ 19.8 $ 340.0 $ 1,248.4 $ 74.1 $ 1,322.5_________________ _____________________ _________________ _________________ _____________________ __________________________________ _____________________ _________________ _________________ _____________________ _________________

Average Earnings Assets (“AEA”) $39,048.5 $479.5 $39,528.0 $41,808.2 $467.8 $42,276.0_________________ _____________________ _________________ _________________ _____________________ __________________________________ _____________________ _________________ _________________ _____________________ _________________

As a % of AEA

Interest income 8.36% 0.12% 8.48% 9.26% 0.10% 9.36%

Rental income on operating leases 4.08% (0.05)% 4.03% 3.94% (0.03)% 3.91%_________________ _____________________ _________________ _________________ _____________________ _________________

Finance revenue 12.44% 0.07% 12.51% 13.20% 0.07% 13.27%

Interest expense (7.50)% 0.07% (7.43)% (7.58)% 0.10% (7.48)%

Depreciation on operating lease equipment (1.66)% 0.02% (1.64)% (1.64)% 0.02% (1.62)%_________________ _____________________ _________________ _________________ _____________________ _________________

Net finance revenue 3.28% 0.16% 3.44% 3.98% 0.19% 4.17%_________________ _____________________ _________________ _________________ _____________________ __________________________________ _____________________ _________________ _________________ _____________________ _________________

As a % of AEA by Segment

Corporate Finance 6.04% (0.01)% 6.03% 7.18% 0.05% 7.13%

Transportation Finance 1.32% 0.14% 1.46% 1.22% 0.22% 1.44%

Trade Finance (3.40)% (0.01)% (3.41)% (3.86)% 0.01% (3.85)%

Vendor Finance 7.74% 0.44% 8.18% 8.70% 0.39% 9.09%

Commercial Segments 4.01% 0.17% 4.18% 4.75% 0.18% 4.93%

Consumer 0.89% 0.07% 0.96% 1.10% 0.17% 1.27%

Total 3.28% 0.16% 3.44% 3.98% 0.19% 4.17%

Quarter ended March 31, 2010

Net finance revenue was favorably impacted by fresh start
accounting accretion and depreciation adjustments, as detailed
in the prior tables. Excluding the impact of net accretion and
lower depreciation due to FSA, net finance revenue totaled
$79.1 million in the first quarter. Financing and leasing assets
declined in the first quarter, as we limited new business originations
and maintained high levels of liquidity. Borrowing costs were up,
reflecting high cost secured financings.

Net finance margin as a percentage of AEA of 4.67% for the
quarter ended March 31, 2010 included a significant favorable
impact ($447 million) from net accretion and lower depreciation
as a result of FSA. Excluding FSA (4.07%) and the prepayment fee
on high cost debt (0.11%), net finance margin was 0.71%.

Quarter ended June 30, 2010

Excluding FSA adjustments and debt prepayment penalty fees of
approximately $45 million in the second quarter and $15 million
in the first quarter, net finance revenue totaled $90 million, down
slightly from $94 million in the first quarter. The decline in interest
income was primarily due to lower asset levels. Average earning
assets were down in the second quarter by $2.9 billion, as sales
and collection activity outpaced new business originations.
Interest expense was down sequentially due to lower debt bal-
ances, but remained elevated.

Quarter ended September 30, 2010

Net finance revenue decreased $116 million in the third quarter
from the second quarter as the revenue impact of a $2.7 billion
contraction in average earning assets more than offset the inter-
est savings from reducing high cost debt. Although down
sequentially, high debt costs remained a contributing factor in
the low margin rate. During 2010, we prepaid approximately
$4.5 billion of our high cost first lien debt and refinanced the
remaining $3 billion at a lower cost and with a later maturity date.

Reported net finance revenue was down 88 basis points in the
third quarter from the second quarter as the funding cost savings
were more than offset by a 110 basis point drop in asset yields.
Asset yield declines were driven by a 72 basis points reduction
due to lower accretion, with the balance reflecting lower yield-
related fees and product shift, as we have proportionately fewer
vendor finance assets and higher yielding cash flow loans.
Partially offsetting the decline in asset yield was a 22 basis point
improvement in our average funding cost largely due to the first
lien pay-down and refinancing.

As detailed in the following table, net finance revenue as a percent-
age of AEA for the 2010 periods include significant favorable
impact from net accretion and lower depreciation as a result of FSA.
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Net Finance Revenue as a % of AEA

Six Months Nine Months
Quarters Ended Ended Ended____________________________________________________________________________

March 31, June 30, September 30, June 30, September 30,
2010 2010 2010 2010 2010___________________ ___________________ ___________________________ ____________________ ___________________________

(Restated) (Restated) (Restated) (Restated) (Restated)

GAAP – net finance revenue % 4.67% 4.32% 3.44% 4.50% 4.17%

FSA (4.07)% (3.95)% (2.74)% (4.01)% (3.62)%

Secured credit facility prepayment penalty fee 0.11% 0.36% 0.25% 0.23% 0.24%___________________ ___________________ ___________________________ ____________________ ___________________________
Non-GAAP – adjusted net finance revenue % 0.71% 0.73% 0.95% 0.72% 0.79%___________________ ___________________ ___________________________ ____________________ ______________________________________________ ___________________ ___________________________ ____________________ ___________________________

Although up a few basis points sequentially, high debt costs
remain a prominent factor in the low margin rate. To lower future
borrowing costs, we prepaid approximately $3.5 billion of our
high cost first lien facilities (including amounts after second
quarter end) and completed lower cost financings of $2.5 billion
during the first six months of 2010. The increase in net margins
was driven by reduction in high cost first lien debt and new lower

cost secured financings but muted by the contraction in average
earnings assets and higher cash balances. Exclusive of FSA bene-
fits and prepayment fees on the first lien debt, margin increased
in the third quarter from the second quarter largely reflecting the
benefit from the first lien pay-down. Prepayment fees were
$29 million this quarter, down from $45 million in the second
quarter on lower debt prepayments.

Net Operating Lease Revenue as a % of Average Operating Leases (AOL) (dollars in millions)

Quarter Ended Quarter Ended Quarter Ended
March 31, 2010 June 30, 2010 September 30, 2010_______________________________________________ _______________________________________________ _______________________________________________

As As As
Originally Originally Originally
Reported As Restated Reported As Restated Reported As Restated__________________ ______________________ __________________ ______________________ __________________ ______________________

Rental Income on Operating Lease 15.28% 15.56% 15.30% 15.23% 14.52% 14.49%

Depreciation on operating lease equipment (6.34)% (6.31)% (6.52)% (6.49)% (5.89)% (5.89)%__________________ ______________________ __________________ ______________________ __________________ ______________________
Net operating lease revenue 8.94% 9.25% 8.78% 8.74% 8.63% 8.60%__________________ ______________________ __________________ ______________________ __________________ ________________________________________ ______________________ __________________ ______________________ __________________ ______________________

Net operating lease revenue, excluding FSA 5.96% 4.48% 5.54% 4.03% 5.69% 3.96%__________________ ______________________ __________________ ______________________ __________________ ________________________________________ ______________________ __________________ ______________________ __________________ ______________________

Average Operating Lease Equipment (“AOL”) $10,945.2 $10,945.2 $10,973.5 $10,973.5 $10,975.8 $10,975.8__________________ ______________________ __________________ ______________________ __________________ ________________________________________ ______________________ __________________ ______________________ __________________ ______________________

Quarter ended March 31, 2010

FSA benefitted net operating lease revenue by $42 million in the
first quarter as lower depreciation offset reduced rental income
on operating leases. The increased net operating lease revenue
percentage also reflects the lower asset balance, marked down to
fair value with FSA. Excluding FSA, net operating lease revenue
was 5.96% in the first quarter.

Quarter ended June 30, 2010

Net operating lease revenue included an FSA benefit of
$44 million in the second quarter ($87 million for the six months
ended June 30, 2010) as lower depreciation helped offset
reduced rental income on operating leases. Before FSA adjust-
ments, net operating lease revenue declined $16 million
sequentially in the second quarter due to lower balances of
smaller ticket equipment, which also contributed to the lower
margin percentage. Net operating lease revenue was primarily
generated from aircraft and rail transportation portfolios.
Utilization remained strong in aerospace and all of the new air-
craft to be delivered from our 2010 order book are placed on
lease. Rail lease and utilization rates remain under pressure, but
utilization, including customer commitments, at 90% in the first
quarter and 93% in the second quarter, respectively, showed
slight improvement from December 31, 2009.

Quarter ended September 30, 2010

Net operating lease revenue included an FSA benefit of
$36 million in the third quarter ($123 million year-to-date) as lower
depreciation helped offset reduced rental income on operating
leases. Before FSA adjustments, net operating lease revenue
increased slightly. Net operating lease revenue was primarily gen-
erated from aircraft and rail transportation portfolios. Utilization
remained strong in aerospace and all of the new aircraft sched-
uled for delivery over the next twelve months from our order book
are placed on lease. Rail utilization rates, including customer com-
mitments, improved from last quarter to 94% on modest increases
in activity across most major car types, and rents improved on
usage-based contracts. Market rents are improving modestly but
renewal rates remain below expiring rates.

Credit Metrics

Allowance for Loan Losses and Provision for Credit Losses

As a result of adopting FSA, the allowance for loan losses at
December 31, 2009 was eliminated and effectively recorded as
discounts on loans as part of the fair value of finance receivables.
A portion of the discount attributable to embedded credit
losses was recorded as non-accretable discount and is utilized as
such losses occur, primarily on impaired, non-accrual loans. Any
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incremental deterioration of loans in this group results in
incremental provisions or charge-offs. Improvements or increases
in forecasted cash flows in excess of the non-accretable discount
reduces any allowance on the loan established after emergence
from bankruptcy. Once such allowance (if any) has been reduced
and the account is returned to accruing status, all of the non-acc-
retable discount will be reclassified to accretable discount and
will be recorded as finance income over the remaining life of the
account. Recoveries on pre-emergence (2009 and prior) charge-
offs are reflected in other income, and totaled $52 million and
$209 million for the third quarter and nine months.

Quarter ended March 31, 2010

The $226 million provision for loan losses in the first quarter
reflected reserves on post emergence volume, reserves on per-
forming pre-emergence portfolio and incremental deterioration
on certain loans discounted in FSA. The provision included
$37 million for reserves on new originations (including Trade
Finance – $27 million) and $83 million of reserves on the perform-
ing pre-emergence portfolio. Provisions of $28 million also were
made for incremental deterioration on pre-emergence loans and
$77 million was provided for charge-offs on pre-emergence loans
in excess of existing FSA discounts. The allowance for loan losses
of $213.9 million at March 31, 2010 included the above provision
less charge-offs, as well as $68.6 million related to loans brought

on-balance sheet in conjunction with the new consolidation
accounting guidance (no provision impact).

Quarter ended June 30, 2010

The second quarter provision for credit losses increased $21 million
from the first quarter, as an incremental change in credit quality,
which resulted in additional specific reserves and higher charge-
offs in excess of FSA discounts, was partially offset by lower
non-specific provisioning on new origination volume and
performing pre-emergence loans. The allowance increased
$143 million during the quarter to $356.9 million at June 30, 2010.

Quarter ended September 30, 2010

At September 30, 2010, the $426 million allowance for loan losses
reflects provisions for the first nine months of 2010 of $638 million
less post FSA net charge-offs of $285 million. For the third
quarter, the allowance for loan losses increased $69 million, as
the provision for credit losses exceeded net charge-offs in excess
of FSA discount. The provision declined from the prior two quar-
ters due largely to the reversal of Vendor Finance liquidating
consumer portfolio reserves. The allowance for loan losses was
1.56% of finance receivables at September 30, 2010, up from
1.21% at the end of the prior quarter.

The following table summarizes the components of the provision
and allowance recorded in 2010:

Provision and Allowance Components

Provision for Credit Losses Allowance for Loan Losses_________________________________________________________________________ ______________________________________________________________________
Quarters Ended Quarters Ended_________________________________________________________________________ ______________________________________________________________________

March 31, June 30, September 30, March 31, June 30, September 30,
AS RESTATED 2010 2010 2010 2010 2010 2010__________________ ________________ ___________________________ __________________ _______________ ___________________________
Specific reserves – impaired loans $ 28.4 $ 27.8 $ 18.0 $ 28.4 $ 56.2 $ 74.2

Non-specific reserves 120.2 112.6 46.0 185.5 300.7 351.3

Charge-offs 77.5 106.3 101.1 – – –__________________ ________________ ___________________________ __________________ _______________ ___________________________
Totals $226.1 $246.7 $165.1 $213.9 $356.9 $425.5__________________ ________________ ___________________________ __________________ _______________ _____________________________________________ ________________ ___________________________ __________________ _______________ ___________________________
Allowance and non-accretable discount –

% pre-FSA loans 4.55% 4.59% 3.33%

% total commercial segments 4.63% 4.71% 4.66%
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The following table presents details on our allowance for loan losses including charge-offs and recoveries:

Changes in Allowance for Loan Losses (dollars in millions)
Quarters Ended Nine Months Ended____________________________________________________________________________________________________________ _____________________________________________________________

CIT Predecessor CIT CIT Predecessor CIT________________________________________________________________________ ______________________________ ___________________________ ______________________________
September 30, June 30, March 31, September 30, September 30, September 30,

2010 2010 2010 2009 2010 2009___________________________ _______________ __________________ _____________________________ ___________________________ ______________________________

Balance, beginning of period $ 356.9 $ 213.9 $ – $1,538.4 $ – $ 1,096.2___________________________ _______________ __________________ _____________________________ ___________________________ ______________________________
Provision for credit losses 165.1 246.7 226.1 701.8 637.9 1,825.7

Change relating to new accounting
pronouncement – – 68.6 – 68.6 –

Changes relating to sales, foreign
currency translation, other 4.6 2.6 (3.3) (0.9) 3.9 (13.6)___________________________ _______________ __________________ _____________________________ ___________________________ ______________________________
Net additions 169.7 249.3 291.4 700.9 710.4 1,812.1___________________________ _______________ __________________ _____________________________ ___________________________ ______________________________
Gross charge-offs (111.9) (113.3) (79.7) (898.7) (304.9) (1,601.7)

Recoveries(1) 10.8 7.0 2.2 22.6 20.0 56.6___________________________ _______________ __________________ _____________________________ ___________________________ ______________________________
Net charge-offs (101.1) (106.3) (77.5) (876.1) (284.9) (1,545.1)___________________________ _______________ __________________ _____________________________ ___________________________ ______________________________
Balance, end of period $ 425.5 $ 356.9 $213.9 $1,363.2 $ 425.5 $ 1,363.2___________________________ _______________ __________________ _____________________________ ___________________________ _________________________________________________________ _______________ __________________ _____________________________ ___________________________ ______________________________

(1) Recoveries for the three months ended September 30, June 30, and March 31, 2010, respectively do not include $51.8 million, $113.1 million and $44.0 million
and for the nine months ended September 30, 2010 do not include $208.9 million of recoveries on accounts that were charged-off pre-FSA, which are
included in Other Income.

The decrease in non-accretable discounts in the quarter largely
reflects the utilization of amounts to reduce charge-offs.

In addition to the reserves shown above, the non-accretable dis-
count established in FSA is available to offset future contractual
losses on individual loans. Management analyzes the amount of
coverage on a pre-FSA basis by combining the non-accretable
discount balance and the allowance for loan losses. The decline

during the nine months in the total ratio reflects the utilization of
approximately $400 million in non-accretable discount related to
assets held for sale in conjunction with the sale of the private
student loan portfolio.

The following table presents charge-offs by business segment.
See Results by Business Segment for additional information.

Charge-offs, after FSA and Recoveries as a Percentage of Average Finance Receivables (dollars in millions)

Quarter Ended Quarter Ended Quarter Ended
AS RESTATED March 31, 2010 June 30, 2010 September 30, 2010________________________________ ________________________________ _____________________________________
Gross Charge-offs

Corporate Finance $62.2 1.98% $ 53.2 1.82% $ 41.1 1.61%

Transportation Finance – – – – – –

Trade Finance 2.7 0.38% 12.5 1.90% 7.8 1.18%

Vendor Finance 10.3 0.53% 38.2 2.38% 55.0 3.75%_______________ _______________ _________________
Commercial Segments 75.2 1.20% 103.9 1.85% 103.9 2.04%

Consumer 4.5 0.19% 9.4 0.42% 8.0 0.37%_______________ _______________ _________________
Total gross charge-offs $79.7 0.92% $113.3 1.44% $111.9 1.55%_______________ _______________ ________________________________ _______________ _________________

Net Charge-offs

Corporate Finance $60.8 1.93% $ 51.9 1.77% $ 40.5 1.59%

Transportation Finance – – – – – –

Trade Finance 2.7 0.38% 12.4 1.89% 7.3 1.10%

Vendor Finance 9.5 0.49% 32.7 2.04% 45.8 3.13%_______________ _______________ _________________
Commercial Segments 73.0 1.17% 97.0 1.72% 93.6 1.84%

Consumer 4.5 0.19% 9.3 0.42% 7.5 0.35%_______________ _______________ _________________
Total $77.5 0.90% $106.3 1.36% $101.1 1.40%_______________ _______________ ________________________________ _______________ _________________

* Net charge-offs do not include recoveries of $44.0 million, $113.1 million and $51.8 million for the quarters ended March 31, June 30 and September 30,
2010 and $208.9 million for the nine months ended September 30, 2010, recorded in other income on accounts that were charged off pre-FSA.
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Quarter ended March 31, 2010

Excluding FSA, gross charge-offs in the first quarter were down
significantly from the 2009 fourth quarter with significant reduc-
tions in all commercial segments. The relatively flat gross
charge-offs in Consumer was anticipated as the student lending
portfolio continues to season. After FSA, charge-offs in excess of
any non-accretable discount were principally associated with
smaller balance loans where the marks were established on a
portfolio basis. Recoveries of $44 million on pre-emergence loans
were reflected in Other Income.

Quarter ended June 30, 2010

Excluding FSA, gross charge-offs were up in the second quarter
from the first quarter, largely due to real estate and energy-
related loans in Corporate Finance where events during the
period resulted in credit deterioration beyond the FSA marks. In
relation to the prior year, amounts were down significantly, with
significant reductions in all segments. The increase from the first
quarter in charge-offs after FSA was driven principally by smaller

balance loans where the marks were established on a portfolio
basis. This trend is most evident in Vendor Finance.

Quarter ended September 30, 2010

Excluding FSA, gross charge-offs were down modestly from last
quarter, largely in Corporate Finance, where prior quarter results
included write-offs in certain real estate and energy-related
accounts. In relation to the prior year, amounts were down signifi-
cantly in aggregate and across all segments.

The increase in the third quarter from the second quarter in
Vendor Finance gross charge-offs after FSA was driven principally
by smaller balance loans where the FSA discounts were estab-
lished on a portfolio basis. Vendor Finance charge-off trends also
reflected acceleration of charge-offs at earlier delinquency stages
(from 180 days to 150 days) in selected portfolios, as we refined
the timing of recognition of charge-offs during the third quarter.
Both the pre- and post-FSA 2010 amounts exclude recoveries on
pre-emergence charge-offs, which are reported in Other Income.

Gross Charge-offs (charge-offs excluding recoveries and FSA) (dollars in millions)

Quarter Ended Quarter Ended Quarter Ended
AS RESTATED March 31, 2010 June 30, 2010 September 30, 2010________________________________ ________________________________ _____________________________________
Gross Charge-offs To Average Finance Receivables

Corporate Finance $135.9 3.60% $164.2 4.75% $129.7 4.42%

Transportation Finance – – – – – –

Trade Finance 4.7 0.66% 12.5 1.90% 7.8 1.17%

Vendor Finance 67.9 3.23% 55.1 3.19% 77.6 5.09%_______________ _______________ _________________
Commercial Segments 208.5 2.94% 231.8 3.66% 215.1 3.86%

Consumer 28.6 1.08% 19.8 0.79% 18.2 0.76%_______________ _______________ _________________
Total $237.1 2.43% $251.6 2.85% $233.3 2.93%_______________ _______________ ________________________________ _______________ _________________

The tables below present information on non-accrual loans:

Non-accrual and Past Due Loans, including FSA: (dollars in millions)

December 31, March 31, June 30, September 30,
2009 2010 2010 2010__________________________ __________________ _______________ ___________________________

Non-accrual loans

U.S. $1,465.5 $1,753.0 $1,919.4 $1,760.2

Foreign 108.8 157.8 131.0 263.9__________________________ __________________ _______________ ___________________________
Commercial Segments 1,574.3 1,910.8 2,050.4 2,024.1

Consumer 0.1 0.7 1.5 1.2__________________________ __________________ _______________ ___________________________
Non-accrual loans 1,574.4 1,911.5 2,051.9 2,025.3__________________________ __________________ _______________ _____________________________________________________ __________________ _______________ ___________________________
Government-guaranteed accruing loans past due 90 days or more 480.7 479.2 428.2 420.5__________________________ __________________ _______________ _____________________________________________________ __________________ _______________ ___________________________
Other accruing loans past due 90 days or more $ 89.4 $ 23.8 $ 9.5 $ 2.7__________________________ __________________ _______________ _____________________________________________________ __________________ _______________ ___________________________

Non-accrual Loans, including FSA Discounts, as a Percentage of Finance Receivables (dollars in millions)

December 31, 2009 March 31, 2010 June 30, 2010 September 30, 2010____________________________________ ________________________________ ________________________________ _____________________________________
Corporate Finance $1,374.8 11.30% $1,468.1 12.08% $1,644.7 15.91% $1,516.0 15.58%

Transportation Finance 6.8 0.38% 172.8 9.72% 160.5 9.80% 182.7 11.59%

Trade Finance 90.5 3.03% 90.5 3.24% 96.0 3.82% 198.7 7.63%

Vendor Finance 102.2 1.25% 179.4 2.64% 149.2 2.45% 126.7 2.48%_______________ _______________ _______________ _________________
Commercial Segments 1,574.3 6.26% 1,910.8 8.13% 2,050.4 9.95% 2,024.1 10.64%

Consumer 0.1 – 0.7 0.01% 1.5 0.02% 1.2 0.01%_______________ _______________ _______________ _________________
Total $1,574.4 4.52% $1,911.5 5.89% $2,051.9 6.98% $2,025.3 7.44%_______________ _______________ _______________ ________________________________ _______________ _______________ _________________
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Non-accrual Loans, excluding FSA, as a percentage of Finance Receivables (dollars in millions)

December 31, 2009 March 31, 2010 June 30, 2010 September 30, 2010____________________________________ ________________________________ ________________________________ _____________________________________
Corporate Finance $2,226.1 14.64% $2,280.2 15.38% $2,290.9 18.80% $1,990.0 17.78%

Transportation Finance 8.4 0.38% 185.3 9.18% 175.2 9.44% 198.5 11.22%

Trade Finance 97.3 3.24% 90.5 3.23% 96.0 3.81% 198.7 7.62%

Vendor Finance 295.9 3.14% 324.6 4.43% 267.7 4.12% 191.3 3.53%_______________ _______________ _______________ _________________
Commercial Segments 2,627.7 8.80% 2,880.6 10.68% 2,829.8 12.27% 2,578.5 12.28%

Consumer 197.7 1.74% 200.6 1.99% 197.2 2.00% 1.6 0.02%_______________ _______________ _______________ _________________
Total $2,825.4 6.86% $3,081.2 8.31% $3,027.0 9.19% $2,580.1 8.68%_______________ _______________ _______________ ________________________________ _______________ _______________ _________________

Quarter ended March 31, 2010

The increase in amounts of non-accrual loans in the first quarter
was higher including the effect of FSA than excluding FSA, as
charge-offs against non-accrual loans with FSA discounts do not
reduce post-FSA loan balances.

Non-accrual loans increased during the first quarter, but generally
in line with expectations. Pre-FSA, non-accrual loans in Corporate
Finance were essentially flat compared to year end, which was a
significant improvement relative to increases experienced in 2009.
The increase in Transportation Finance primarily related to one
account, which management believes is well collateralized.
Vendor Finance non-accruals increased $30 million pre-FSA prin-
cipally due to increases in one liquidating consumer program.

Quarter ended June 30, 2010

Reported non-accrual loans including FSA discount increased in
the second quarter from the first quarter, largely due to the addi-
tion of loans in the communications and media industries in
Corporate Finance. The rate of increase of inflows declined in the
second quarter, as sales and paydowns offset new inflows, which

was at a level comparable to the first quarter. Non-accrual loans
in Vendor Finance and Transportation Finance were down from
the first quarter, both including and excluding FSA adjustments.

Quarter ended September 30, 2010

Non-accrual loans, both including and excluding FSA discounts,
were down from the second quarter, as reductions in Corporate
Finance and Vendor Finance were offset by increases in Trade
Finance and Transportation Finance. The Transportation Finance
increase was due to the addition of one secured loan to a com-
mercial airline, while the Trade Finance increase reflected the
addition of a few accounts. The decline in Consumer relates to a
transfer of a private student loan portfolio to held for sale. The
level of new non-accrual loan inflow decreased significantly com-
pared to the prior two quarters on a pre-FSA basis, most notably
in Corporate Finance. Losses on non-accrual loans are first
applied against discounts and thus do not reduce post-FSA loan
balances to the same extent as pre-FSA balances.

The following table summarizes accretable and non-accretable
discounts on finance receivables resulting from FSA:

December 31, 2009 March 31, 2010 June 30, 2010 September 30, 2010______________________________________________________ ______________________________________________________ ______________________________________________________ _____________________________________________________

Accretable Non-accretable Accretable Non-accretable Accretable Non-accretable Accretable Non-accretable____________________ ____________________________ ____________________ ____________________________ ____________________ ____________________________ ____________________ ____________________________

Corporate Finance $2,232.5 $ 912.5 $1,868.6 $ 809.7 $1,291.6 $ 557.4 $1,041.4 $419.1

Transportation Finance 271.4 2.1 239.5 1.1 218.9 1.3 190.7 2.4

Trade Finance 10.6 6.8 8.7 – 5.8 – 2.9 –

Vendor Finance 381.2 289.5 311.9 224.1 223.0 171.6 176.0 131.8____________________ ____________________________ ____________________ ____________________________ ____________________ ____________________________ ____________________ ____________________________

Commercial Segments 2,895.7 1,210.9 2,428.7 1,034.9 1,739.3 730.3 1,411.0 553.3____________________ ____________________________ ____________________ ____________________________ ____________________ ____________________________ ____________________ ____________________________

Consumer 723.5 457.8 702.9 438.7 648.2 423.2 521.4 12.3____________________ ____________________________ ____________________ ____________________________ ____________________ ____________________________ ____________________ ____________________________

Total $3,619.2 $1,668.7 $3,131.6 $1,473.6 $2,387.5 $1,153.5 $1,932.4 $565.6____________________ ____________________________ ____________________ ____________________________ ____________________ ____________________________ ____________________ ________________________________________________ ____________________________ ____________________ ____________________________ ____________________ ____________________________ ____________________ ____________________________

The decrease in non-accretable discounts during the nine months
ended September 30, 2010 is largely due to prepayments, asset
sales and transfer of non-accretable discount to accretable

discount. The accelerated decline during the third quarter related
to the transfer of a consumer portfolio of private student loans to
held for sale.
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INCOME TAXES

Income Tax Data (dollars in millions)

Six Months Nine Months
Quarters Ended Ended Ended____________________________________________________________________________

March 31, June 30, September 30, June 30, September 30,
2010 2010 2010 2010 2010___________________ ___________________ ___________________________ ___________________ ___________________________

Provision (benefit) for income taxes $39.6 $62.9 $ 58.5 $102.5 $161.0

NOL valuation adjustments/changes in
uncertain tax liabilities/leveraged leases 3.8 25.3 58.8 29.1 87.9___________________ ___________________ ___________________________ ___________________ ___________________________
Provision for income taxes $43.4 $88.2 $117.3 $131.6 $248.9___________________ ___________________ ___________________________ ___________________ ______________________________________________ ___________________ ___________________________ ___________________ ___________________________
Effective tax rate – excluding discrete items

Effective tax rate 23.0% 32.7% 49.8% 28.7% 35.8%

Quarter ended March 31, 2010

CIT’s tax provision for the quarter ended March 31, 2010 equated
to a 23.0% effective tax rate, compared with an effective tax rate
of (2.4)% last year. The effective tax rate is primarily reflective of
taxes on certain international operations and valuation allowances
recorded against U.S. losses. The $43.4 million provision for the
first quarter of 2010 is largely tax on international operations.

Included in the tax provision is $3.8 million of tax expense related
to valuation allowances and changes in liabilities for uncertain tax
positions. The tax provision for the quarter ended March 31, 2009
included a $19.3 million increase in state tax valuation allowance,
partially offset by a favorable settlement of a foreign tax dispute.

FSA adjustments are excluded from the calculation of US taxable
income. Excluding FSA adjustments, first quarter 2010 U.S. results
were a loss of approximately $375 million, which will impact the
company’s U.S. net operating loss carryforwards.

Quarter ended June 30, 2010

Taxes on certain international operations and valuation
allowances recorded against U.S. losses has driven the effective
tax rate for the second quarter and six months ended June 30,
2010. The provision for 2010 largely results from tax on
international operations.

Included in the second quarter 2010 and year to date tax provi-
sions are $25.3 million and $29.1 million, respectively, of tax
expense related to valuation allowances recorded against interna-
tional deferred tax assets and changes in liabilities for uncertain
tax positions. The tax provisions for the quarter and six months
ended June 30, 2009 included $11.2 million and $24.1 million, pri-
marily related to increases in state tax valuation allowances
partially offset by favorable settlements of a foreign tax dispute.

Excluding FSA adjustments, second quarter and year to date
2010 U.S. results were a loss of approximately $625 million and
$1 billion, respectively, which will increase, net of book / tax dif-
ferences, the company’s U.S. NOL carryforwards. These losses
would not be subject to Section 382 limitations.

Quarter ended September 30, 2010

Taxes on certain international operations and valuation
allowances recorded against U.S. losses have driven the
effective tax rate for the third quarter and nine months ended
September 30, 2010. The provision for 2010 largely results from
tax on the earnings in international operations.

Included in the third quarter 2010 and year to date tax provisions
are $58.8 million and $87.9 million, respectively, of tax expense
primarily related to the establishment of valuation allowances
against certain deferred tax assets. The tax provision for the
quarter and nine months ended September 30, 2009 included
$34.0 million and $9.9 million, respectively, of tax benefit, prima-
rily related to the reclassification of the deferred tax asset on the
cash flow hedges unwound during the third quarter out of other
comprehensive income and into continuing operations, net of
changes in valuation allowances and liabilities for uncertain
tax positions.

FSA adjustments are excluded from the calculation of US taxable
income. Excluding FSA adjustments, we anticipate significant tax
losses for both the 2010 and 2011 tax years. These losses, since
they were incurred post emergence, would not be subject to
Section 382 limitations.

RESULTS BY BUSINESS SEGMENT

See Note 26 — Selected Quarterly Financial Data – Business
Segment Information for additional details and summary of cor-
rections recorded for March 31, June 30 and September 30, 2010
on each of the Company’s segments.
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FINANCING AND LEASING ASSETS

The following table presents our financing and leasing assets (including assets held for sale) by segment:

Financing and Leasing Asset Composition (dollars in millions)

March 31, 2010 June 30, 2010 September 30, 2010_________________________________________________ _________________________________________________ _________________________________________________
As Originally As Originally As Originally

Reported As Restated Reported As Restated Reported As Restated_______________________ ______________________ _______________________ ______________________ _______________________ ______________________
Earnings Summary

Corporate Finance

Loans(1) $11,690.3 $12,145.3 $ 9,845.7 $10,346.2 $ 9,252.2 $ 9,730.0

Operating lease equipment, net 134.9 135.7 104.2 105.6 98.2 98.2

Assets held for sale 287.8 287.8 514.8 514.8 439.3 439.3_______________________ ______________________ _______________________ ______________________ _______________________ ______________________
Total financing and leasing assets $12,113.0 $12,568.8 $10,464.7 $10,966.6 $ 9,789.7 $10,267.5_______________________ ______________________ _______________________ ______________________ _______________________ _____________________________________________ ______________________ _______________________ ______________________ _______________________ ______________________

Transportation Finance

Loans $ 1,817.1 $ 1,778.3 $ 1,671.3 $ 1,636.9 $ 1,607.0 $ 1,576.0

Operating lease equipment, net 10,177.5 10,177.5 10,296.9 10,296.9 10,324.5 10,324.5

Assets held for sale 11.6 11.6 10.4 10.4 28.1 28.1_______________________ ______________________ _______________________ ______________________ _______________________ ______________________
Total financing and leasing assets $12,006.2 $11,967.4 $11,978.6 $11,944.2 $11,959.6 $11,928.6_______________________ ______________________ _______________________ ______________________ _______________________ _____________________________________________ ______________________ _______________________ ______________________ _______________________ ______________________

Trade Finance

Loans $ 2,794.1 $ 2,794.1 $ 2,514.6 $ 2,514.6 $ 2,605.5 $ 2,605.5_______________________ ______________________ _______________________ ______________________ _______________________ _____________________________________________ ______________________ _______________________ ______________________ _______________________ ______________________
Vendor Finance

Loans $ 6,781.2 $ 6,795.9 $ 6,066.1 $ 6,101.3 $ 5,082.3 $ 5,117.3

Operating lease equipment, net 618.6 620.4 549.6 551.9 541.8 544.1

Assets held for sale 479.8 479.8 18.8 18.8 – –_______________________ ______________________ _______________________ ______________________ _______________________ ______________________
Total financing and leasing assets $ 7,879.6 $ 7,896.1 $ 6,634.5 $ 6,672.0 $ 5,624.1 $ 5,661.4_______________________ ______________________ _______________________ ______________________ _______________________ _____________________________________________ ______________________ _______________________ ______________________ _______________________ ______________________

Consumer

Loans – student lending $ 8,863.6 $ 8,864.8 $ 8,721.9 $ 8,723.5 $ 8,154.6 $ 8,156.4

Loans – other 79.4 81.2 63.6 66.1 51.8 51.8

Assets held for sale 589.6 589.6 28.5 28.5 420.3 420.3_______________________ ______________________ _______________________ ______________________ _______________________ ______________________
Total financing and leasing assets $ 9,532.6 $ 9,535.6 $ 8,814.0 $ 8,818.1 $ 8,626.7 $ 8,628.5_______________________ ______________________ _______________________ ______________________ _______________________ ______________________

Total financing and leasing assets $44,325.5 $44,762.0 $40,406.4 $40,915.5 $38,605.6 $39,091.5_______________________ ______________________ _______________________ ______________________ _______________________ _____________________________________________ ______________________ _______________________ ______________________ _______________________ ______________________

(1) The increase in loans primarily reflects the consolidation of an entity that should have been consolidated on January 1, 2010 in accordance with the new
consolidation accounting guidance.

During 2010, we have been optimizing our portfolio of financing
and leasing assets through strategic asset and portfolio sales.
This activity, as well as collections and prepayments, offset

sequential new business volume and previously securitized receiv-
ables brought back on balance sheet in conjunction with the
adoption of new accounting guidance in the 2010 first quarter.
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RISK WEIGHTED ASSETS

The reconciliations of balance sheet assets to risk-weighted assets are presented below:

Risk Weighted Assets (dollars in millions)

December 31, March 31, June 30, September 30,
2009 2010 2010 2010__________________________ __________________ __________________ ___________________________

Balance sheet assets $ 60,027.4 $ 58,547.3 $ 55,454.9 $ 53,510.1

Risk weighting adjustments to balance sheet assets(1) (15,786.1) (16,397.4) (16,460.5) (16,343.9)

Off balance sheet items(2) 10,170.0 9,159.8 8,215.7 8,164.0__________________________ __________________ __________________ ___________________________
Risk-weighted assets $ 54,411.3 $ 51,309.7 $ 47,210.1 $ 45,330.2__________________________ __________________ __________________ _____________________________________________________ __________________ __________________ ___________________________

(1) 2009 includes risk weighting for retained interests in securitized assets to reflect the associated off-balance sheet assets at December 31, 2009.

(2) Primarily reflects commitments to purchase aircraft and for unused lines of credit and letters of credit.

REGULATORY CAPITALIZATION AND CIT BANK

Regulatory Capital and Ratios (dollars in millions)

December 31, March 31, June 30, September 30,
Tier 1 Capital 2009 2010 2010 2010__________________________ __________________ __________________ ___________________________
Total stockholders’ equity $ 8,400.0 $ 8,567.1 $ 8,715.2 $ 8,849.3

Effect of certain items in accumulated other comprehensive
loss excluded from Tier 1 Capital – 0.4 (1.7) (0.5)__________________________ __________________ __________________ ___________________________
Adjusted total equity 8,400.0 8,567.5 8,713.5 8,848.8

Less: Goodwill (277.4) (277.4) (277.4) (277.4)

Disallowed intangible assets (225.1) (209.1) (174.4) (141.5)

Investment in certain subsidiaries (2.8) – – –

Other Tier 1 components(1) (98.5) (93.4) (88.5) (88.1)__________________________ __________________ __________________ ___________________________
Tier 1 Capital 7,796.2 7,987.6 8,173.2 8,341.8

Tier 2 Capital

Qualifying reserve for credit losses – 213.9 356.9 425.5

Other Tier 2 components(2) – 0.8 1.0 0.3__________________________ __________________ __________________ ___________________________
Total qualifying capital $ 7,796.2 $ 8,202.3 $ 8,531.1 $ 8,767.6__________________________ __________________ __________________ _____________________________________________________ __________________ __________________ ___________________________
Risk-weighted assets $54,411.3 $51,309.7 $47,210.1 $45,330.2

Tier 1 Capital Ratio 14.3% 15.6% 17.3% 18.4%

Total Capital Ratio 14.3% 16.0% 18.1% 19.3%

Tier 1 Leverage Ratio 11.3% 13.6% 14.6% 15.5%

CIT Bank Ratios:

Tier 1 Capital Ratio 45.0% 45.2% 60.8% 58.9%

Total Capital Ratio 45.0% 45.4% 61.0% 59.1%

Tier 1 Leverage Ratio 15.9% 17.5% 20.7% 22.6%

(1) Includes the portion of net deferred tax assets that does not qualify for inclusion in Tier 1 capital based on guidelines, and the Tier 1 capital charge for non-
financial equity investments.

(2) Banking organizations are permitted to include in Tier 2 Capital up to 45% of net unrealized pretax gains on available- for-sale equity securities with readily
determinable fair values.

CIT Bank

CIT Bank originated approximately 49% of the total U.S. funded
volume in the third quarter, up from 27% in the second quarter.
Committed loan volume increased to $314 million from $180 million
in the second quarter, of which $226 million was funded.

The prior period restatements also impacted CIT Bank. Net
income was corrected from $22 million to $26 million for the
quarter ended March 31, 2010 and from $29 million to $34 million
for the quarter ended June 30, 2010. The Bank reported net
income of $23 million in the third quarter, down from $34 million

for the quarter ended June 30, 2010, driven primarily by the gain
on sale of government guaranteed assets during the June
quarter. The Total Capital ratio was 59.1% and Tier 1 Leverage
ratio was 22.6% at September 30, 2010. Total assets at September
30, 2010 were $7.4 billion, consisting of (a) $1.5 billion of cash,
(b) $5.2 billion of loans, including $3.9 billion of consumer loans,
primarily student loans and $1.3 billion of commercial loans, and
(c) $0.7 billion of other assets, including $0.3 billion of investments.
Deposits, primarily brokered CD’s, totaled $4.8 billion, and
secured debt was $0.8 billion at September 30, 2010.
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AVERAGE BALANCES AND RATES

Quarterly Average Balances(1) and Associated Income (dollars in millions)

March 31, 2010 June 30, 2010 September 30, 2010_____________________________________________________________ _____________________________________________________________ _____________________________________________________________
Average Average Average Average Average Average

AS RESTATED Balance Interest Rate (%) Balance Interest Rate (%) Balance Interest Rate (%)__________________ _______________ ________________ __________________ _______________ ________________ __________________ _______________ ________________
Deposits with banks $ 9,531.1 $ 3.9 0.16% $ 9,855.0 $ 4.6 0.19% $ 10,415.7 $ 5.6 0.22%

Investments(2) 347.7 3.4 3.91% 346.2 2.7 3.12% 346.8 1.6 1.85%

Loans and leases (including
held for sale)(3)(4)

U.S. 27,641.1 812.8 12.14% 25,248.2 749.0 12.28% 23,521.1 621.3 11.01%

Non-U.S. 7,313.9 284.6 15.60% 6,660.7 267.5 16.10% 5,759.0 209.6 14.58%__________________ _______________ __________________ _______________ __________________ _______________
Total loans and leases(3) 34,955.0 1,097.4 12.88% 31,908.9 1,016.5 13.10% 29,280.1 830.9 11.73%__________________ _______________ __________________ _______________ __________________ _______________
Total interest earning
assets/interest income(3)(4) 44,833.8 1,104.7 10.05% 42,110.1 1,023.8 9.93% 40,042.6 838.1 8.58%__________________ _______________ __________________ _______________ __________________ _______________
Operating lease equipment, net(5)

U.S. Operating lease equipment, net(5) 4,981.5 100.9 8.10% 5,000.4 80.5 6.44% 4,883.4 96.9 7.94%

Non-U.S. operating lease
equipment, net(5) 5,963.7 152.2 10.21% 5,973.1 159.3 10.67% 6,092.4 139.1 9.13%__________________ _______________ __________________ _______________ __________________ _______________

Total operating lease equipment, net(5) 10,945.2 253.1 9.25% 10,973.5 239.8 8.74% 10,975.8 236.0 8.60%__________________ _______________ __________________ _______________ __________________ _______________
Total earning assets(3) 55,779.0 $1,357.8 9.89% 53,083.6 $1,263.6 9.68% 51,018.4 $1,074.1 8.58%__________________ _______________ __________________ _______________ __________________ _______________
Non interest earning assets

Cash due from banks 371.9 255.7 257.6

Allowance for loan losses (114.1) (271.2) (387.8)

All other non-interest earning assets 3,632.5 3,586.8 3,489.5__________________ __________________ __________________
Total Average Assets $59,669.3 $56,654.9 $54,377.7__________________ __________________ ____________________________________ __________________ __________________
Average Liabilities

Borrowings

Deposits $ 5,005.8 $ 20.8 1.66% $ 4,723.2 $ 18.3 1.55% $ 4,710.4 $ 23.7 2.01%

Long-term borrowings 42,929.3 810.6 7.55% 39,925.9 789.2 7.91% 37,321.6 710.4 7.61%__________________ _______________ __________________ _______________ __________________ _______________
Total interest-bearing liabilities 47,935.1 $ 831.4 6.94% 44,649.1 $ 807.5 7.23% $42,032.0 $ 734.1 6.99%__________________ _______________ __________________ _______________ __________________ _______________
U.S. credit balances of factoring clients 850.1 851.5 941.6

Non-U.S. credit balances of 
factoring clients 16.7 16.2 7.7

Non-interest bearing liabilities,
noncontrolling interests and
shareholders’ equity

Other liabilities 2,411.0 2,463.0 2,599.1

Noncontrolling interests (6.3) (6.0) (5.3)

Stockholders’ equity 8,462.7 8,681.1 8,802.6__________________ __________________ __________________
Total Average Liabilities and
Stockholders’ Equity $59,669.3 $56,654.9 $54,377.7__________________ __________________ ____________________________________ __________________ __________________
Net revenue spread 2.95% 2.45% 1.59%

Impact of non-interest
bearing sources 0.88% 1.04% 1.13%_________ _________ _________
Net revenue/yield on earning assets(3) $ 526.4 3.83% $ 456.1 3.49% $ 340.0 2.72%_______________ _________ _______________ _________ _______________ ________________________ _________ _______________ _________ _______________ _________

(1) The average balances presented are derived based on month end balances during the year. Tax exempt income was not significant in any of the years pre-
sented. Average rates are impacted by FSA accretion and amortization.

(2) Investments are included in “Other Assets” on the Consolidated Balance Sheets and do not include ‘retained interests in securitizations’ as revenues from
these are part of “other income”. Average yields reflect average historical cost.

(3) The rate presented is calculated net of average credit balances for factoring clients.

(4) Non-accrual loans and related income are included in the respective categories.

(5) Operating lease rental income is a significant source of revenue; therefore, we have presented the net revenues.



Select 2010 Form 10-Q Restated Sections

CIT ANNUAL REPORT 2010 95

NON-GAAP FINANCIAL MEASUREMENTS

The SEC adopted regulations that apply to public disclosure or
release of material information that includes a non-GAAP finan-
cial measure. The accompanying Management’s Discussion and
Analysis of Financial Condition and Results of Operations and
Quantitative and Qualitative Disclosure about Market Risk contain
certain non-GAAP financial measures. Non-GAAP financial meas-
ures are meant to provide additional information and insight

regarding operating results and financial position of the business
and in certain cases to provide financial information that is pre-
sented to rating agencies and other users of financial
information. These measures are not in accordance with, or a sub-
stitute for, GAAP and may be different from or inconsistent with
non-GAAP financial measures used by other companies. See foot-
notes below the tables for additional explanation of non-GAAP
measurements.

Non-GAAP Reconciliations (dollars in millions)

Quarters Ended___________________________________________________________________________________________________________
Earning assets March 31, 2010 June 30, 2010 September 30, 2010____________________________ __________________________ _____________________________________
Total Loans $32,459.6 $29,388.6 $27,237.0

Total operating lease equipment, net 10,933.6 10,954.4 10,966.8

Total assets held for sale 1,368.8 572.5 887.7____________________________ __________________________ _____________________________________
Total financing and leasing portfolio assets 44,762.0 40,915.5 39,091.5

Credit balances of factoring clients (881.1) (877.3) (959.2)____________________________ __________________________ _____________________________________
Earning assets $43,880.9 $40,038.2 $38,132.3____________________________ __________________________ _________________________________________________________________ __________________________ _____________________________________

AS RESTATED Quarter Ended March 31, 2010 Quarter Ended June 30, 2010 Six Months Ended June 30, 2010_______________________________________________________________ _______________________________________________________________ _______________________________________________________________
As As As

Originally As Originally As Originally As
Reported Corrections Restated Reported Corrections Restated Reported Corrections Restated_________________ _____________________ ________________ _________________ _____________________ ________________ _________________ _____________________ ________________

Total net revenues(1)

Interest income $1,049.0 $55.7 $1,104.7 $ 993.5 $30.3 $1,023.8 $ 2,042.5 $ 86.0 $ 2,128.5

Rental income on operating
leases 418.2 7.6 425.8 419.7 (1.8) 417.9 837.9 5.8 843.7_________________ _____________________ ________________ _________________ _____________________ ________________ _________________ _____________________ ________________

Finance revenue 1,467.2 63.3 1,530.5 1,413.2 28.5 1,441.7 2,880.4 91.8 2,972.2

Interest expense (837.8) 6.4 (831.4) (813.6) 6.1 (807.5) (1,651.4) 12.5 (1,638.9)

Depreciation on operating
lease equipment (173.5) 0.8 (172.7) (179.0) 0.9 (178.1) (352.5) 1.7 (350.8)_________________ _____________________ ________________ _________________ _____________________ ________________ _________________ _____________________ ________________
Net finance revenue 455.9 70.5 526.4 420.6 35.5 456.1 876.5 106.0 982.5

Other income 132.2 18.2 150.4 330.6 7.9 338.5 462.8 26.1 488.9_________________ _____________________ ________________ _________________ _____________________ ________________ _________________ _____________________ ________________
Total net revenues $ 588.1 $88.7 $ 676.8 $ 751.2 $43.4 $ 794.6 $ 1,339.3 $132.1 $ 1,471.4_________________ _____________________ ________________ _________________ _____________________ ________________ _________________ _____________________ _________________________________ _____________________ ________________ _________________ _____________________ ________________ _________________ _____________________ ________________

(1) Total net revenues are the combination of net finance revenues and other income and is an aggregation of all sources of revenue for the Company. Total net
revenues is used by management to monitor business performance.

AS RESTATED Quarter Ended September 30, 2010 Nine Months Ended September 30, 2010__________________________________________________________________________ ___________________________________________________________________________
As Originally As As Originally As

Reported Corrections Restated Reported Corrections Restated________________________ _____________________ ________________ ________________________ _____________________ ________________
Total net revenues(1)

Interest income $ 815.7 $22.4 $ 838.1 $ 2,902.7 $63.9 $ 2,966.6

Rental income on operating leases 398.4 (0.7) 397.7 1,236.3 5.1 1,241.4________________________ _____________________ ________________ ________________________ _____________________ ________________
Finance revenue 1,214.1 21.7 1,235.8 4,139.0 69.0 4,208.0

Interest expense (732.2) (1.9) (734.1) (2,377.7) 4.7 (2,373.0)

Depreciation on operating lease equipment (161.7) – (161.7) (512.9) 0.4 (512.5)________________________ _____________________ ________________ ________________________ _____________________ ________________
Net finance revenue 320.2 19.8 340.0 1,248.4 74.1 1,322.5

Other income 269.4 20.1 289.5 760.3 18.1 778.4________________________ _____________________ ________________ ________________________ _____________________ ________________
Total net revenues $ 589.6 $39.9 $ 629.5 $ 2,008.7 $92.2 $ 2,100.9________________________ _____________________ ________________ ________________________ _____________________ ________________________________________ _____________________ ________________ ________________________ _____________________ ________________

(1) Total net revenues are the combination of net finance revenues and other income and is an aggregation of all sources of revenue for the Company. Total net
revenues is used by management to monitor business performance.
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FORWARD-LOOKING STATEMENTS

Certain statements contained in this document are “forward-
looking statements” within the meaning of the U.S. Private
Securities Litigation Reform Act of 1995. All statements contained
herein that are not clearly historical in nature are forward-looking
and the words “anticipate,” “believe,” “could,” “expect,” “esti-
mate,” “forecast,” “intend,” “plan,” “potential,” “project,”
“target” and similar expressions are generally intended to identify
forward-looking statements. Any forward-looking statements con-
tained herein, in press releases, written statements or other
documents filed with the Securities and Exchange Commission or
in communications and discussions with investors and analysts in
the normal course of business through meetings, webcasts, phone
calls and conference calls, concerning our operations, economic
performance and financial condition are subject to known and
unknown risks, uncertainties and contingencies. Forward-looking
statements are included, for example, in the discussions about:

- our liquidity risk and capital management, including our credit
ratings, our liquidity plan, and the potential transactions
designed to enhance our liquidity,

- our plans to change our funding mix and to access new sources
of funding to broaden our use of deposit taking,

- our plans to enhance liquidity and capital,
- our credit risk management and credit quality,
- our asset/liability risk management,
- accretion and amortization of fresh start accounting adjustments,
- our funding, borrowing costs and net finance revenue,
- our capital, leverage and credit ratings,
- our operational risks, including success of systems enhance-

ments and expansion of risk management and control functions,
- our mix of portfolio asset classes, including growth initiatives,

acquisitions and divestitures, new products, new business and
customer retention,

- legal risks,
- our growth rates,
- our commitments to extend credit or purchase equipment, and
- how we may be affected by legal proceedings

All forward-looking statements involve risks and uncertainties,
many of which are beyond our control, which may cause actual
results, performance or achievements to differ materially from
anticipated results, performance or achievements. Also, forward-
looking statements are based upon management’s estimates of fair
values and of future costs, using currently available information.

Therefore, actual results may differ materially from those
expressed or implied in those statements. Factors, in addition to
those disclosed in “Risk Factors”, that could cause such differ-
ences include, but are not limited to:

- capital markets liquidity,
- risks of and/or actual economic slowdown, downturn or recession,
- industry cycles and trends,
- uncertainties associated with risk management, including credit,

prepayment, asset/liability, interest rate and currency risks,
- estimates and assumptions used to fair value the balance sheet

in accordance with fresh start accounting and actual variation
between the estimated fair values and the realized values,

- adequacy of reserves for credit losses,
- risks inherent in changes in market interest rates and

quality spreads,
- funding opportunities, deposit taking capabilities and

borrowing costs,
- risks that the restructuring of the Company’s capital structure did

not result in sufficient additional capital or improved liquidity,
- risks that the Company will be unable to comply with the terms

of the Written Agreement with the Reserve Bank or the Cease
and Desist Orders of the FDIC and UDFI,

- conditions and/or changes in funding markets and our access to
such markets, including commercial paper, secured and unse-
cured term debt and the asset-backed securitization markets,

- risks of implementing new processes, procedures, and systems,
- risks associated with the value and recoverability of leased

equipment and lease residual values,
- application of fair value accounting in volatile markets,
- application of goodwill accounting in a recessionary economy,
- changes in laws or regulations governing our business and

operations,
- changes in competitive factors,
- demographic trends,
- customer retention rates,
- future acquisitions and dispositions of businesses or asset

portfolios, and
- regulatory changes and/or developments.

Any or all of our forward-looking statements here or in other pub-
lications may turn out to be wrong, and there are no guarantees
about our performance. We do not assume the obligation to
update any forward-looking statement for any reason.
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To the Board of Directors and Stockholders of CIT Group Inc.:

In our opinion, the accompanying consolidated balance sheets as
of December 31, 2010 and 2009 and the related consolidated
statements of operations, of stockholders’ equity and of cash
flows for the year ended December 31, 2010 present fairly, in all
material respects, the financial position of CIT Group Inc. and its
subsidiaries (Successor CIT) at December 31, 2010 and 2009, and
the results of their operations and their cash flows for the year
ended December 31, 2010, in conformity with accounting princi-
ples generally accepted in the United States of America. Also, in
our opinion, the Company did not maintain, in all material
respects, effective internal control over financial reporting as of
December 31, 2010, based on criteria established in Internal
Control – Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO)
because a material weakness in internal control over financial
reporting relating to the Company’s application of fresh start
accounting existed as of that date. A material weakness is a defi-
ciency, or a combination of deficiencies, in internal control over
financial reporting, such that there is a reasonable possibility
that a material misstatement of the annual or interim financial
statements will not be prevented or detected on a timely basis.
The material weakness referred to above is described in
Management’s Report on Internal Control Over Financial
Reporting appearing under Item 9A. We considered this material
weakness in determining the nature, timing, and extent of audit
tests applied in our audit of the 2010 consolidated financial
statements, and our opinion regarding the effectiveness of the
Company’s internal control over financial reporting does not
affect our opinion on those consolidated financial statements.
The Company’s management is responsible for these financial
statements, for maintaining effective internal control over finan-
cial reporting and for its assessment of the effectiveness of
internal control over financial reporting included in management’s
report referred to above. Our responsibility is to express opinions
on these financial statements and on the Company’s internal
control over financial reporting based on our integrated audits.
We conducted our audits in accordance with the standards of the
Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial state-
ments are free of material misstatement and whether effective
internal control over financial reporting was maintained in all
material respects. Our audits of the financial statements included
examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. Our
audit of internal control over financial reporting included obtain-
ing an understanding of internal control over financial reporting,
assessing the risk that a material weakness exists, and testing and
evaluating the design and operating effectiveness of internal

control based on the assessed risk. Our audits also included per-
forming such other procedures as we considered necessary in the
circumstances. We believe that our audits provide a reasonable
basis for our opinions.

As discussed in Note 1 to the consolidated financial statements,
the Company changed the manner in which it accounts for
transfers of financial assets and consolidation of variable interest
entities in 2010.

As discussed in Notes 1 and 25 to the consolidated financial
statements, the United States Bankruptcy Court for the Southern
District of New York confirmed the Company’s Modified Second
Amended Prepackaged Reorganization Plan of Debtors (the
“reorganization plan”) on December 8, 2009. Confirmation of the
reorganization plan resulted in the discharge of certain claims
against the Company that arose before November 1, 2009 and
terminated all rights and interests of equity security holders as
provided therein. The reorganization plan was substantially
consummated on December 10, 2009, whereupon the Company
emerged from bankruptcy. In connection with its emergence from
bankruptcy, the Company adopted fresh start accounting as of
December 31, 2009.

A company’s internal control over financial reporting is a process
designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that
(i) pertain to the maintenance of records that, in reasonable
detail, accurately and fairly reflect the transactions and disposi-
tions of the assets of the company; (ii) provide reasonable
assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expendi-
tures of the company are being made only in accordance with
authorizations of management and directors of the company; and
(iii) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the
financial statements.

Because of its inherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Also, projec-
tions of any evaluation of effectiveness to future periods are
subject to the risk that controls may become inadequate because
of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

New York, New York
March 1, 2011

Item 8. Financial Statements and Supplementary Data
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To the Board of Directors and Stockholders of CIT Group Inc.:

In our opinion, the accompanying consolidated statements of
operations, of stockholders’ equity and of cash flows for the years
ended December 31,2009 and 2008 present fairly, in all material
respects, the results of operations and cash flows of CIT Group
Inc. and its subsidiaries (Predecessor CIT) for the years ended
December 31, 2009 and 2008, in conformity with accounting prin-
ciples generally accepted in the United States of America. The
Company’s management is responsible for these financial state-
ments. Our responsibility is to express an opinion on these
financial statements based on our audits. We conducted our
audits in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards
require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of
material misstatements. Our audits of the financial statements
included examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement

presentation. Our audits also included performing such other
procedures as we considered necessary in the circumstances. We
believe that our audits provide a reasonable basis for our
opinion.

As described in Notes 1 and 25 to the consolidated financial
statements, the Company filed a pre-packaged voluntary petition
on November 1, 2009 with the United States Bankruptcy Court for
the Southern District of New York under the provisions of Chapter
11 of the Bankruptcy Code. The Company’s Modified Second
Amended Prepackaged Reorganization Plan of Debtors (the
“reorganization plan”) was substantially consummated on
December 10, 2009, whereupon the Company emerged from
bankruptcy. In connection with its emergence from
bankruptcy, the Company adopted fresh start accounting on
December 31, 2009.

New York, New York
March 16, 2010

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
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CIT GROUP INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS (dollars in millions – except per share data)
December 31, December 31,

2010 2009__________________________ ______________________________
Assets
Cash and due from banks $ 734.1 $ 1,289.5
Interest bearing deposits, including restricted balances of $2,553.8 and $1,420.7 at
December 31, 2010 and 2009(1) 10,469.9 8,536.4

Trading assets at fair value – derivatives 25.7 44.1
Assets held for sale(1) 1,218.5 343.8
Loans (see Note 7 for amounts pledged) 24,500.5 34,837.6
Allowance for loan losses (416.2) –__________________________ ______________________________
Total loans, net of allowance for loan losses (see Note 7 for amounts pledged)(1) 24,084.3 34,837.6
Operating lease equipment, net (see Note 7 for amounts pledged)(1) 11,136.7 10,911.9
Unsecured counterparty receivable 534.5 1,094.5
Goodwill 277.4 277.4
Intangible assets, net 119.2 225.1
Other assets 2,357.9 2,467.1__________________________ ______________________________
Total Assets $50,958.2 $60,027.4__________________________ ________________________________________________________ ______________________________
Liabilities
Deposits $ 4,536.2 $ 5,177.7
Trading liabilities at fair value – derivatives 126.3 41.9
Credit balances of factoring clients 935.3 892.9
Other liabilities 2,466.9 2,250.5

Long-term borrowings, including $3,686.3 and $4,629.5 contractually due within
twelve months at December 31, 2010 and 2009, respectively(1) 33,979.8 43,263.0__________________________ ______________________________
Total Liabilities 42,044.5 51,626.0__________________________ ______________________________
Stockholders’ Equity
Common stock: $0.01 par value, 600,000,000 authorized

Issued: 200,690,938 and 200,035,561 at December 31, 2010 and 2009
Outstanding: 200,463,197 and 200,035,561 at December 31, 2010 and 2009 2.0 2.0

Paid-in capital 8,434.1 8,398.0
Retained earnings 498.3 –
Accumulated other comprehensive loss (9.6) –
Treasury stock: 227,741 shares at December 31, 2010 at cost (8.8) –__________________________ ______________________________
Total Common Stockholders’ Equity 8,916.0 8,400.0
Noncontrolling minority interests (2.3) 1.4__________________________ ______________________________
Total Equity 8,913.7 8,401.4__________________________ ______________________________
Total Liabilities and Equity $50,958.2 $60,027.4__________________________ ________________________________________________________ ______________________________

(1) The following table presents information on assets and liabilities related to Variable Interest Entities (VIEs) that are consolidated by the Company. The differ-
ence between total VIE assets and liabilities represents the Company’s interests in those entities, which were eliminated in consolidation. The assets of the
consolidated VIEs will be used to settle the liabilities of those entities and, except for the Company’s interest in the VIEs, are not available to the creditors of
CIT or any affiliates of CIT.

Assets
Interest bearing deposits, restricted $ 931.2 $ 655.3
Assets held for sale 100.0 6.6
Total loans, net of allowance for loan losses 12,041.5 13,501.9
Operating lease equipment, net 2,900.0 3,689.8__________________________ ______________________________
Total Assets $15,972.7 $17,853.6__________________________ ________________________________________________________ ______________________________
Liabilities
Beneficial interests issued by consolidated VIEs (classified as long-term borrowings) $ 10,764.7 $ 13,662.7__________________________ ______________________________
Total Liabilities $10,764.7 $13,662.7__________________________ ________________________________________________________ ______________________________

The accompanying notes are an integral part of these consolidated financial statements.
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CIT GROUP INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS (dollars in millions – except per share data)

Years Ended December 31,

2010 2009 2008________________ ________________ ________________
CIT Predecessor CIT

Interest income
Interest and fees on loans $ 3,691.7 $ 2,315.4 $  3,454.0
Interest and dividends on investments 28.9 42.9 184.2________________ ________________ _________________

Interest income 3,720.6 2,358.3 3,638.2________________ ________________ _________________
Interest expense

Interest on long-term borrowings (2,989.3) (2,508.9) (3,005.3)
Interest on deposits (87.4) (150.5) (101.7)
Interest on short-term borrowings – – (32.1)________________ ________________ _________________

Interest expense (3,076.7) (2,659.4) (3,139.1)________________ ________________ _________________
Net interest revenue 643.9 (301.1) 499.1
Provision for credit losses (820.3) (2,660.8) (1,049.2)________________ ________________ _________________
Net interest revenue, after credit provision (176.4) (2,961.9) (550.1)________________ ________________ _________________
Other income

Rental income on operating leases 1,639.7 1,899.5 1,965.3
Other 1,002.2 (273.0) 495.0________________ ________________ _________________

Total other income 2,641.9 1,626.5 2,460.3________________ ________________ _________________
Total revenue, net of interest expense and credit provision 2,465.5 (1,335.4) 1,910.2________________ ________________ _________________
Other expenses

Depreciation on operating lease equipment (679.1) (1,141.8) (1,145.2)
Operating expenses (1,018.3) (933.5) (1,373.5)
Goodwill and intangible assets impairment charges – (692.4) (467.8)________________ ________________ _________________

Total other expenses (1,697.4) (2,767.7) (2,986.5)________________ ________________ _________________
Income (loss) from continuing operations before reorganization items,
fresh start accounting adjustments and income taxes 768.1 (4,103.1) (1,076.3)
Reorganization items – 10,298.0 –
Fresh start accounting adjustments – (6,143.7) –________________ ________________ _________________
Income (loss) from continuing operations before income taxes 768.1 51.2 (1,076.3)
(Provision) benefit for income taxes (246.9) 132.1 444.4________________ ________________ _________________
Income (loss) from continuing operations 521.2 183.3 (631.9)________________ ________________ _________________
Discontinued Operation

Loss from discontinued operation before income taxes – – (2,675.6)
Benefit for income taxes – – 509.2________________ ________________ _________________

Loss from discontinued operation – – (2,166.4)________________ ________________ _________________
Income (loss) before noncontrolling interests and preferred stock dividends 521.2 183.3 (2,798.3)
Net (income) loss attributable to noncontrolling interests, after tax (4.4) 1.0 (1.2)________________ ________________ _________________
Net income (loss) before preferred stock dividends 516.8 184.3 (2,799.5)
Preferred stock dividends – (188.1) (64.7)________________ ________________ _________________
Net income (loss) available (attributable) to common shareholders $ 516.8 $ (3.8) $(2,864.2)________________ ________________ _________________________________ ________________ _________________
Basic earnings per common share
Income (loss) from continuing operations $ 2.58 $ (0.01) $ (2.69)
Loss from discontinued operation – – (8.37)________________ ________________ _________________
Net income (loss) available (attributable) to common shareholders $ 2.58 $ (0.01) $ (11.06)________________ ________________ _________________________________ ________________ _________________
Diluted earnings per common share
Income (loss) from continuing operations $ 2.58 $ (0.01) $ (2.69)
Loss from discontinued operation – – (8.37)________________ ________________ _________________
Net income (loss) available (attributable) to common shareholders $ 2.58 $ (0.01) $ (11.06)________________ ________________ _________________________________ ________________ _________________
Average number of common shares – basic (thousands) 200,201 399,633 259,070
Average number of common shares – diluted (thousands) 200,575 399,633 259,070
Cash dividends per common share – 0.02 0.55

The accompanying notes are an integral part of these consolidated financial statements.
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CIT GROUP INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (dollars in millions)

Accumulated
Accumulated Other Noncontrolling Total

Preferred Common Paid-in (Deficit) / Comprehensive Treasury Interest in Stockholders’
Stock Stock Capital Earnings Income / (Loss) Stock Subsidiaries Equity_________________ ________________ _________________ ________________________ ____________________________ _______________ ___________________________ ________________________

Predecessor CIT at 
December 31, 2007 $ 500.0 $2.1 $10,453.9 $(2,949.8) $ 194.8 $(1,240.4) $ 57.5 $ 7,018.1________________________
Net loss before preferred 
stock dividends (2,799.5) 1.2 (2,798.3)

Foreign currency translation 
adjustments (287.8) (287.8)

Change in fair values of 
derivatives qualifying as cash 
flow hedges (40.3) (40.3)

Unrealized (loss) on available 
for sale equity and securitization 
investments, net (9.2) (9.2)

Changes in benefit plan net 
gain/(loss) and prior service 
(cost)/credit, net of tax (63.1) (63.1)________________________
Total comprehensive loss (3,198.7)________________________
Issuance of common stock 1.8 1,302.9 1,304.7

Issuance of Series C 
preferred stock 575.0 (17.0) 558.0

Issuance of Series D preferred 
stock and warrants 1,911.3 418.7 2,330.0

Equity unit conversion to 
common stock (389.3) 703.4 314.1

Cash dividends – common (135.2) (135.2)

Cash dividends – preferred (64.7) (64.7)

Issuance of treasury stock in 
connection with stock repurchase 
agreement (169.0) 207.3 38.3

Restricted stock expense (4.7) (4.7)

Stock option expense 21.4 21.4

Exercise of stock option awards, 
including tax benefits (0.1) 0.1 –

Employee stock purchase plan 
participation (16.7) 18.4 1.7

Other (13.9) (13.9)_________________ ________________ _________________ ________________________ ____________________________ _______________ ___________________________ ________________________
Predecessor CIT at 
December 31, 2008 $2,986.3 $3.9 $11,469.6 $(5,814.0) $(205.6) $ (315.9) $ 44.8 $ 8,169.1_________________ ________________ _________________ ________________________ ____________________________ _______________ ___________________________ ________________________

The accompanying notes are an integral part of these consolidated financial statements.
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CIT GROUP INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (dollars in millions) (continued)

Accumulated
Accumulated Other Noncontrolling Total

Preferred Common Paid-in (Deficit) / Comprehensive Treasury Interest in Stockholders’
Stock Stock Capital Earnings Income / (Loss) Stock Subsidiaries Equity_________________ ________________ __________________ ________________________ ____________________________ _______________ ___________________________ ________________________

Predecessor CIT at 
December 31, 2008 $ 2,986.3 $ 3.9 $ 11,469.6 $(5,814.0) $(205.6) $(315.9) $ 44.8 $ 8,169.1________________________
Designation of TARP warrant as 
a liability effective January 1, 2009 136.8 (418.7) (281.9)

Reclassification of TARP warrant 
from liability to equity 211.2 211.2________________________
Net income before preferred 
stock dividends 184.3 (1.0) 183.3

Foreign currency translation 
adjustments 73.8 73.8

Change in fair values of 
derivatives qualifying as cash 
flow hedges 139.3 139.3

Unrealized loss on available for 
sale equity and securitization 
investments, net (1.0) (1.0)

Changes in benefit plan net 
gain/(loss) and prior service 
(cost)/credit, net of tax 55.4 55.4________________________
Total comprehensive income 450.8________________________
Cash dividends – common (3.2) (3.2)

Cash dividends – preferred (144.2) (144.2)

Amortization of discount on 
preferred stock – series D 43.9 (43.9) –

Distribution of earnings (10.9) (10.9)

Restricted stock expense 10.0 (0.1) 9.9

Stock option expense 9.2 9.2

Issuance of common stock 0.1 7.5 7.6

Employee stock purchase plan 
participation, other (9.2) 5.6 (3.6)

Reorganization and Application 
of Fresh Start Accounting

Cancellation of Predecessor CIT 
preferred stock, common stock 
and treasury stock (3,167.0) (4.0) 310.4 (2,860.6)

Elimination of Predecessor CIT 
accumulated deficit and 
accumulated other 
comprehensive loss (11,276.4) 5,817.8 (61.9) – (31.5) (5,552.0)_________________ ________________ __________________ ________________________ ____________________________ _______________ ___________________________ ________________________
Predecessor CIT at 
December 31, 2009 – – – – – – 1.4 1.4

Issuance of new equity in 
connection with emergence from 
Chapter 11 – 2.0 8,398.0 – – – – 8,400.0_________________ ________________ __________________ ________________________ ____________________________ _______________ ___________________________ ________________________
Successor CIT at
December 31, 2009 $ – $ 2.0 $ 8,398.0 $ – $ – $ – $ 1.4 $ 8,401.4_________________ ________________ __________________ ________________________ ____________________________ _______________ ___________________________ ________________________________________________

The accompanying notes are an integral part of these consolidated financial statements.
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CIT GROUP INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (dollars in millions) (continued)

Accumulated
Accumulated Other Noncontrolling Total

Preferred Common Paid-in (Deficit) / Comprehensive Treasury Interest in Stockholders’
Stock Stock Capital Earnings Income / (Loss) Stock Subsidiaries Equity_________________ ________________ _________________ ________________________ ____________________________ _______________ ___________________________ ________________________

Successor CIT at 
December 31, 2009 $ – $2.0 $8,398.0 $ – $ – $ – $ 1.4 $8,401.4________________________
Adoption of new accounting 
pronouncement (18.5) (8.4) (26.9)________________________
Net income (loss) available 
(attributable) to common 
shareholders 516.8 4.4 521.2

Foreign currency translation 
adjustments (12.9) (12.9)

Change in fair values of 
derivatives qualifying as cash 
flow hedges (1.7) (1.7)

Unrealized gain on available for 
sale equity investments, net 2.2 2.2

Changes in benefit plan net 
gain/(loss) and prior service 
(cost)/credit, net of tax 2.8 2.8________________________
Total comprehensive income 511.6________________________
Restricted stock and stock 
option expenses 36.1 (8.8) 27.3

Other, including distribution 
of earnings and capital 
contributions 0.3 0.3_________________ ________________ _________________ ________________________ ____________________________ _______________ ___________________________ ________________________
Successor CIT at 
December 31, 2010 $ – $2.0 $8,434.1 $498.3 $ (9.6) $(8.8) $(2.3) $8,913.7_________________ ________________ _________________ ________________________ ____________________________ _______________ ___________________________ _________________________________________ ________________ _________________ ________________________ ____________________________ _______________ ___________________________ ________________________

The accompanying notes are an integral part of these consolidated financial statements.
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CIT GROUP INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS (dollars in millions)
Years Ended December 31,

2010 2009 2008________________ ________________ ________________
CIT Predecessor CIT

Cash Flows From Operations
Net income (loss) before preferred stock dividends $ 516.8 $ 184.3 $ (2,799.5)
Adjustments to reconcile net income (loss) to net cash flows from operations:

Net depreciation, amortization and (accretion) (495.2) 1,423.3 1,407.8
(Gains) loss on equipment, receivable and investment sales (446.9) 429.3 (179.3)
Valuation allowance for receivables held for sale 8.9 79.8 126.9
Provision for credit losses – continuing operations 820.3 2,660.8 1,049.2
Provision (benefit) for deferred income taxes 98.6 (115.9) (985.5)
Decrease in finance receivables held for sale 32.8 24.6 69.2
(Increase) decrease in other assets (201.1) 91.3 1,225.4
Increase (decrease) in accrued liabilities and payables 252.3 1,035.9 (2,612.4)
Warrant fair value adjustment – (70.6) –
(Gain) on debt and debt-related derivative extinguishments – (207.2) (73.5)
Goodwill and intangible assets impairment charges – 692.4 467.8
Loss on disposition of discontinued operation, net of tax – – 1,916.2
Provision for credit losses – discontinued operation – – 608.6
Reorganization:

Fresh start adjustments – 6,143.7 –
Gain on debt reorganization – (10,432.0) –
Other reorganization items – net – 134.0 –__________________ __________________ __________________

Net cash flows provided by operations 586.5 2,073.7 220.9__________________ __________________ __________________
Cash Flows From Investing Activities
Finance receivables extended and purchased (19,046.9) (27,508.6) (58,500.0)
Principal collections of finance receivables and investments 25,865.1 33,740.8 52,433.0
Proceeds from asset and receivable sales 5,262.6 2,087.2 5,417.8
Purchases of assets to be leased and other equipment (1,286.9) (3,102.4) (2,611.6)
Net decrease (increase) in short-term factoring receivables 527.1 708.2 (333.3)
Change in restricted cash (1,133.1) (681.8) 915.1
Net proceeds from sale of discontinued operation – 44.2 1,555.6__________________ __________________ __________________
Net cash flows provided by (used for) investing activities 10,187.9 5,287.6 (1,123.4)__________________ __________________ __________________
Cash Flows From Financing Activities
Net decrease in commercial paper – – (2,822.2)
Proceeds from the issuance of term debt 3,022.8 12,574.3 19,083.5
Repayments of term debt (13,007.0) (20,133.3) (19,334.0)
Net (decrease) increase in deposits (597.1) 2,460.4 11.2
Net repayments of non-recourse leveraged lease debt (22.2) (41.1) (24.9)
Collection of security deposits and maintenance funds 660.9 842.8 2,113.3
Repayment of security deposits and maintenance funds (586.8) (774.9) (2,198.9)
Proceeds from the issuance of preferred stock – – 2,888.0
Proceeds from the issuance of common stock – 7.6 1,304.7
Treasury stock issuances – 5.5 38.3
Cash dividends paid – (91.3) (199.9)
Other – (69.4) (6.4)__________________ __________________ __________________
Net cash flows (used in) provided by financing activities (10,529.4) (5,219.4) 852.7__________________ __________________ __________________
Net increase (decrease) in unrestricted cash and cash equivalents 245.0 2,141.9 (49.8)
Unrestricted cash and cash equivalents, beginning of period 8,405.2 6,263.3 6,313.1__________________ __________________ __________________
Unrestricted cash and cash equivalents, end of period $ 8,650.2 $ 8,405.2 $ 6,263.3__________________ __________________ ____________________________________ __________________ __________________
Supplementary Cash Flow Disclosure
Interest paid $ 2,688.8 $ 2,816.1 $ 3,216.5
Federal, foreign, state and local income taxes paid (collected), net $ 25.6 $ (124.8) $ (6.0)
Supplementary Non Cash Flow Disclosure
Net transfer of finance receivables from held for investment to held for sale $ 2,781.2 $ 466.7 $ (1,357.0)
Receivables previously off balance sheet and brought on-balance sheet – $ 454.4 –
Debt previously off balance sheet and brought on-balance sheet – $ 454.4 –

The accompanying notes are an integral part of these consolidated financial statements.
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NOTE 1 — BUSINESS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

CIT Group Inc. became a bank holding company (“BHC”) in 2008
and has provided financial solutions to its clients since its forma-
tion in 1908. We provide financing and leasing capital principally
for small businesses and middle market companies in a wide
variety of industries and offer vendor, equipment, commercial and
structured financing products, as well as factoring and manage-
ment advisory services. CIT is the parent of CIT Bank, a
state-chartered bank in Utah. We operate primarily in North
America, with locations in Europe, Latin America and Asia.

BASIS OF PRESENTATION

Principles of Consolidation

The accompanying consolidated financial statements include
financial information related to CIT Group Inc., a Delaware
Corporation, and its majority owned subsidiaries, including CIT
Bank (collectively, “CIT” or the “Company”), and those variable
interest entities (“VIEs”) where the Company is the primary bene-
ficiary, as discussed below in ‘Significant Accounting Policies’.
Assets held in an agency or fiduciary capacity are not included in
the consolidated financial statements.

In preparing the consolidated financial statements, all significant
inter-company accounts and transactions have been eliminated.

On November 1, 2009, CIT Group Inc. (“Predecessor CIT”) and
CIT Group Funding Company of Delaware LLC (“Delaware
Funding” and together with Predecessor CIT, the “Debtors”) filed
voluntary petitions for relief under Chapter 11 of the U.S.
Bankruptcy Code (the “Bankruptcy Code”) in the United States
Bankruptcy Court for the Southern District of New York (the
“Court”). As a result of the Debtors’ emergence from bankruptcy
and implementation of the Modified Second Amended
Prepackaged Reorganization Plan of Debtors (the “Plan”) on
December 10, 2009 (the “Emergence Date”), CIT Group Inc.
(“Successor CIT”) became a new reporting entity for financial
reporting purposes, effective December 31, 2009 (the
“Convenience Date”), with a new basis in its identifiable assets
and liabilities assumed, a new capital structure and no retained
earnings or accumulated losses. Accordingly, the consolidated
financial statements of Predecessor CIT are presented separately
from the consolidated financial statements of Successor CIT.

As detailed in Note 25, the consolidated financial statements
include the effects of adopting Fresh Start Accounting (“FSA”)
upon emergence from bankruptcy, as required by generally
accepted accounting principles in the United States of America
(“GAAP”). In applying FSA, the fair value of assets, liabilities and
equity were derived by applying market information at the
Emergence Date to account balances at December 31, 2009,
unless (i) those account balances were originated subsequent to
December 10, 2009, in which case fair values were assigned
based upon their origination value or (ii) the basis of accounting
applicable to the balances was fair value, in which instance fair
value was determined using market information at December 31,
2009. Management evaluated events between December 10,
2009 and December 31, 2009 and concluded the use of an
accounting convenience date of December 31, 2009 was appro-
priate based upon the immateriality of such activity. As such,
fresh start accounting is reflected in the Consolidated Balance

Sheet as of December 31, 2009; fresh start adjustments related
thereto are included in the Statement of Operations for the year
ended December 31, 2009. There is no Consolidated Statement
of Operation for the period between December 10, 2009 and
December 31, 2009. Accretion and amortization of certain FSA
adjustments began on January 1, 2010 and are included in the
Statements of Operations and Cash Flows for the year ended
December 31, 2010. As a result, Predecessor CIT’s Consolidated
Statements of Operation and Cash Flows for the years ended
December 31, 2009 and 2008 are not comparable to the consoli-
dated financial statements for the respective 2010 period and are
presented separately from Successor CIT.

The terms “CIT” and “Company”, when used with respect to the
periods commencing after emergence from bankruptcy, are refer-
ences to Successor CIT and when used with respect to the
periods prior to emergence from bankruptcy, are references to
Predecessor CIT. These references include the subsidiaries of
Successor CIT or Predecessor CIT, unless otherwise indicated or
the context requires otherwise.

On January 1, 2010, the Company implemented new consolida-
tion accounting guidance related to variable interest entities
(“VIEs”). The new guidance eliminated the concept of qualified
special purpose entities (“QSPEs”) that were previously exempt
from consolidation, and introduced a new framework for deter-
mining the primary beneficiary of a VIE. The primary beneficiary
of a VIE is required to consolidate the assets and liabilities of the
VIE. Under the new guidance, the primary beneficiary is the party
that has both (1) the power to direct the activities of an entity that
most significantly impact the VIE’s economic performance; and
(2) through its interests in the VIE, the obligation to absorb losses
or the right to receive benefits from the VIE that could potentially
be significant to the VIE. As a result of applying the new consoli-
dation accounting guidance, the Company consolidated a
number of VIEs that were used primarily to securitize assets.
Consolidation eliminated the retained interest and increased
Cash ($134 million), Loans ($1.3 billion), Allowance for loan losses
($69 million), Long-term borrowings ($1.2 billion), and Other liabil-
ities ($17 million) as of January 1, 2010. Equity decreased by
approximately $18 million as of January 1, 2010.

Use of Estimates

The accounting and financial reporting policies of CIT Group Inc.
conform to GAAP and the preparation of the consolidated finan-
cial statements in conformity with GAAP requires management to
make estimates and assumptions that affect reported amounts
and disclosures. Actual results could differ from those estimates
and assumptions. Some of the more significant estimates include:
fresh start accounting fair values; valuation of deferred tax assets;
lease residual values and depreciation of operating lease equip-
ment; and allowance for loan losses. Additionally, where
applicable, the policies conform to accounting and reporting
guidelines prescribed by bank regulatory authorities.

SIGNIFICANT ACCOUNTING POLICIES

Reorganization Activities

The Debtors filed voluntary petitions for relief under Chapter 11
of the United States Bankruptcy Code on November 1, 2009.
Accounting Standards Codification (ASC) 852, Reorganizations,
which provides accounting guidance for financial reporting by
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entities in reorganization under the Bankruptcy Code, requires
that the financial statements for periods subsequent to the filing
of a Chapter 11 petition distinguish transactions and events that
are directly associated with the reorganization from the ongoing
operations of the business. Accordingly, effective November 1,
2009 (the Filing Date), revenues, expenses, and realized gains and
losses that were directly associated with the reorganization of
Predecessor CIT’s business have been reported separately as
reorganization items in the statement of operations. In addition,
cash provided by or used for reorganization items is disclosed
separately in the consolidated statement of cash flows.

Fresh Start Accounting

The Company adopted fresh start accounting in accordance with
the provisions of ASC 852, Reorganizations. The adoption of fresh
start accounting had a material effect on the consolidated finan-
cial statements as of December 31, 2009. Accretion and
amortization of certain FSA adjustments had a material effect on
the Statement of Operations for the year ended December 31,
2010. See Note 25 for additional information.

Financing and Leasing Assets

CIT extends credit to customers through a variety of financing
arrangements, including term and revolver loans, lease financing
and operating leases. The amounts outstanding on loans, direct
financing and leveraged leases are referred to as finance receiv-
ables and are included in Loans on the consolidated balance
sheet. These finance receivables, when combined with finance
receivables held for sale and the net book value of operating
lease equipment, are referred to as financing and leasing assets.

Loans and lease receivables are classified as held-for-investment
(“HFI”) if management has the intent and ability to hold the
receivables for the foreseeable future or until maturity. The fair
value assigned to finance receivables HFI in fresh start accounting
established their new cost basis. Subsequent to fresh start
accounting, loans classified as HFI are recorded at amortized cost.
Direct financing leases classified as HFI are recorded at the aggre-
gate future minimum lease payments plus estimated residual
values less unearned finance income. In leveraged lease agree-
ments, a major portion of the funding is provided by third party
lenders on a non-recourse basis, with CIT providing the balance
and acquiring title to the property. Management performs peri-
odic reviews of estimated residual values, with other than
temporary impairment recognized in current period earnings.

Operating lease equipment purchased prior to emergence was
recorded at estimated fair value at emergence and is carried at
that new basis less accumulated depreciation. Operating lease
equipment purchased after December 31, 2009 is carried at cost
less accumulated depreciation. Equipment is depreciated to esti-
mated residual value using the straight-line method over the lease
term or projected economic life of the asset. Equipment acquired
in satisfaction of loans is recorded at estimated fair value.

In the operating lease portfolio, maintenance costs incurred that
exceed maintenance funds collected for commercial aircraft are
expensed if they do not provide a future economic benefit and
do not extend the useful life of the aircraft. Such costs may
include costs of routine aircraft operation and costs of mainte-
nance and spare parts incurred in connection with re-leasing an
aircraft and during the transition between leases. For such main-
tenance costs that are not capitalized, a charge is recorded in

general operating expense at the time the costs are incurred.
Income recognition related to maintenance funds collected is
deferred to the extent management estimates costs will be
incurred by subsequent lessees performing scheduled mainte-
nance. Upon the disposition of an aircraft, any excess
maintenance funds that exist are recognized as income.

Loans are transferred from HFI to held-for-sale at the lower of
cost or fair value. At the time of transfer, a write-down of the loan
is recorded as a charge-off, if applicable, and any loan loss
reserve is reversed. Once classified as held-for-sale, the amount
by which the carrying value exceeds fair value is recorded as a
valuation allowance. Loans transferred from held-for-sale to held-
for-investment are transferred at the lower of cost or market on
the transfer date, which coincides with the date of change in
management’s intent. The difference between the carrying value
of the loan and the fair value, if lower, is reflected as a loan dis-
count at the transfer date, which reduces its carrying value.
Subsequent to the transfer, the discount is accreted into earnings
as an increase to finance revenue over the life of the loan using
the interest method.

As a result of adopting FSA, finance receivables, assets held for
sale and operating lease equipment were recorded at fair value
at December 31, 2009. The resultant discount on the finance
receivables balance includes accretable and non-accretable com-
ponents. See Note 25 for further information.

Variable Interest Entities

A variable interest entity (VIE) is a corporation, partnership,
limited liability company, or any other legal structure used to
conduct activities or hold assets. These entities: lack sufficient
equity investment at risk to permit the entity to finance its activi-
ties without additional subordinated financial support from other
parties; have equity owners who either do not have voting rights
or lack the ability to make significant decisions affecting the
entity’s operations; and/or have equity owners that do not have
an obligation to absorb the entity’s losses or the right to receive
the entity’s returns.

In June 2009, the FASB issued amended accounting principles
that changed the accounting for VIEs which became effective for
the Company as of January 1, 2010. These principles were codi-
fied as ASU No. 2009-16, “Transfers and Servicing (Topic
860)—Accounting for Transfers of Financial Assets” and ASU No.
2009-17, “Consolidations (Topic 810)—Improvements to Financial
Reporting by Enterprises Involved with Variable Interest Entities.”
ASU 2009-17 amended the VIEs Subsections of ASC Subtopic
810-10 to require former qualified special purpose entities
(QSPEs) to be evaluated for consolidation and also changed the
approach to determining a VIE’s primary beneficiary (“PB”) and
required companies to more frequently reassess whether they
must consolidate VIEs. Under the new guidance, the PB is the
party that has both (1) the power to direct the activities of an
entity that most significantly impact the VIE’s economic perform-
ance; and (2) through its interests in the VIE, the obligation to
absorb losses or the right to receive benefits from the VIE that
could potentially be significant to the VIE.

To assess whether the Company has the power to direct the activ-
ities of a VIE that most significantly impact the VIE’s economic
performance, the Company considers all facts and circumstances,
including its role in establishing the VIE and its ongoing rights
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and responsibilities. This assessment includes, first, identifying
the activities that most significantly impact the VIE’s economic
performance; and second, identifying which party, if any, has
power over those activities. In general, the parties that make the
most significant decisions affecting the VIE (such as asset man-
agers, collateral managers, servicers, or owners of call options or
liquidation rights over the VIE’s assets) or have the right to unilat-
erally remove those decision-makers are deemed to have the
power to direct the activities of a VIE.

To assess whether the Company has the obligation to absorb
losses of the VIE or the right to receive benefits from the VIE that
could potentially be significant to the VIE, the Company consid-
ers all of its economic interests, including debt and equity
investments, servicing fees, and derivative or other arrangements
deemed to be variable interests in the VIE. This assessment
requires that the Company apply judgment in determining
whether these interests, in the aggregate, are considered poten-
tially significant to the VIE. Factors considered in assessing
significance include: the design of the VIE, including its capital-
ization structure; subordination of interests; payment priority;
relative share of interests held across various classes within the
VIE’s capital structure; and the reasons why the interests are held
by the Company.

The Company performs on-going reassessments of: 1) whether
any entities previously evaluated under the majority voting-inter-
est framework have become VIEs, based on certain events, and
are therefore subject to the VIE consolidation framework; and
2) whether changes in the facts and circumstances regarding the
Company’s involvement with a VIE cause the Company’s consoli-
dation conclusion regarding the VIE to change.

The Company evaluates its interest in each VIE. When the
Company is considered the primary beneficiary, the VIE’s assets,
liabilities and non-controlling interests are consolidated and
included in the Consolidated Financial Statements. See Note 7 —
Long Term Borrowings for further details.

Revenue Recognition

Interest income on loans and direct financing leases is recognized
using the effective interest method or on a basis approximating a
level rate of return over the life of the asset. Leveraged lease
revenue is recognized on a basis calculated to achieve a constant
after-tax rate of return for periods in which there is a positive
investment in the transaction, net of related deferred tax liabili-
ties. As discussed above and in Note 25, effective January 1,
2010, interest income includes a component of accretion of the
fair value discount on loans and lease receivables recorded in
connection with fresh start accounting.

For finance receivables that were not considered impaired at the
FSA date and for which cash flows were evaluated based on con-
tractual terms, the discount is accreted using the effective
interest method as a yield adjustment over the remaining lives
and recorded in Interest Income. If the finance receivable is
prepaid, the remaining accretable balance is recognized in
Interest Income. If the finance receivable is sold, the remaining
discount is considered in the resulting gain or loss. If the finance
receivable is subsequently classified as non-accrual, accretion of
the discount ceases.

For finance receivables that were considered impaired at the FSA
date and for which the cash flows were evaluated based on

expected cash flows that are less than contractual cash flows,
there is an accretable and a non-accretable discount. The non-
accretable discount effectively serves as a reserve against future
credit losses on the individual receivables so valued. The non-
accretable discount reflects the present value of the difference
between the excess of cash flows contractually required to be
paid and expected cash flows (i.e. credit component). The non-
accretable discount is recorded as a reduction to finance
receivables and will be a reduction to future charge-offs or will be
reclassified to accretable discount should expected cash flows
improve. The accretable discount is accreted using the effective
interest method as a yield adjustment over the remaining lives
and recorded in Interest Income. Finance receivables that are on
non-accrual will not accrete the accretable discount until the
account returns to performing status.

Rental revenue on operating leases is recognized on a straight
line basis over the lease term and is included in Other Income.
An intangible asset was recorded in FSA for net above and below
market operating lease contracts. These adjustments (net) will be
amortized thereby lowering rental income over the remaining
lives of the lease agreements on a straight line basis.

The recognition of interest revenue (including accretion) on com-
mercial loans and finance receivables is suspended and an
account is placed on non-accrual status when, in the opinion of
management, full collection of all principal and interest due is
doubtful. To the extent the estimated cash flows, including fair
value of collateral, does not satisfy both the principal and accrued
interest outstanding, accrued but uncollected interest at the date
an account is placed on non-accrual status is reversed and
charged against revenue. Subsequent interest received is applied
to the outstanding principal balance until such time as the
account is collected, charged-off or returned to accrual status.

The recognition of interest revenue (including accretion) on con-
sumer loans and certain small ticket commercial loans and lease
receivables is suspended and all previously accrued but uncol-
lected revenue is reversed, when payment of principal and/or
interest is contractually delinquent for 90 days or more. Accounts,
including accounts that have been modified, are returned to
accrual status when, in the opinion of management, collection of
remaining principal and interest is reasonably assured, and upon
collection of six consecutive scheduled payments.

The Company periodically modifies the terms of finance receiv-
ables in response to borrowers’ financial difficulties. These
modifications may include interest rate reductions, principal for-
giveness or payment deferments. The finance receivables that are
modified, where a concession has been made to the borrower,
are accounted for as Troubled Debt Restructurings (“TDR’s”).
TDR’s are placed on non-accrual upon their restructuring and
remain on non-accrual until, in the opinion of management, col-
lection of remaining principal and interest is reasonably assured,
and upon collection of six consecutive scheduled payments.

Allowance for Loan Losses on Finance Receivables

The allowance for loan losses is intended to provide for credit
losses inherent in the loan and lease receivables portfolio and is
periodically reviewed for adequacy considering credit quality
indicators, including expected and historical losses and levels of
and trends in past due loans, non-performing assets and
impaired loans, collateral values and economic conditions.
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As a result of fresh start accounting, the allowance for loan losses
balance at December 31, 2009 was eliminated and, together with
fair value adjustments to loans and lease receivables, effectively re-
characterized as either non-accretable or accretable discount. The
non-accretable component represents contractually required pay-
ments receivable in excess of the amount of cash flows expected
to be collected for loans with evidence of credit impairment. The
accretable discount, which largely reflects the difference between
contractual rates and market rates on the portfolio at the emer-
gence date, is recognized in accordance with the effective interest
method or on a basis approximating a level rate of return, as a
yield adjustment to loans and capital leases over the remaining
lives of the respective assets and reflected in interest income. The
allowance for credit losses on finance receivables for Successor CIT
reflects estimated amounts for loans originated subsequent to the
emergence date, and additional amounts required in excess of the
remaining FSA discount on loans that were on the balance sheet at
the emergence date for changes in circumstances subsequent to
that date. The allowance for loan losses on finance receivables
originated as of or subsequent to emergence is determined based
on three key components: (1) specific allowances for loans that are
impaired, based upon the value of underlying collateral or pro-
jected cash flows, (2) allowances for estimated losses inherent in
the portfolio based upon historical and projected charge-offs and
(3) allowances for estimated losses inherent in the portfolio based
upon economic risks, industry and geographic concentrations, and
other factors. Changes to the Allowance for Loan Losses are
recorded in the Provision for Credit Losses.

With respect to assets transferred to held for investment from
held for sale, an allowance for loan losses is recognized to the
extent estimated inherent losses exceed the remaining discount.

An approach similar to the allowance for loan losses is utilized to
calculate a reserve for losses related to unfunded loan commit-
ments and deferred purchase commitments associated with the
Company’s factoring business. A reserve for unfunded loan com-
mitments is maintained to absorb estimated probable losses
related to these facilities. The adequacy of the reserve is deter-
mined based on periodic evaluations of the unfunded credit
facilities, including an assessment of the probability of commit-
ment usage, credit risk factors for loans outstanding to these
same customers, and the terms and expiration dates of the
unfunded credit facilities. The reserve for unfunded loan commit-
ments is recorded as a liability on the Consolidated Balance
Sheet. Net adjustments to the reserve for unfunded loan commit-
ments are included in the provision for credit losses.

In the determination of the allowance for loan losses, finance
receivables are divided into the following five portfolio segments,
which correspond to the Company’s business segments;
Corporate Finance; Transportation Finance; Trade Finance;
Vendor Finance and Consumer. Within each portfolio segment,
credit risk is assessed and monitored in the following seven
classes of loans; Corporate Finance – SBL; Corporate Finance –
other; Transportation Finance; Trade Finance; Vendor Finance –
U.S.; Vendor Finance – International and Consumer.

The allowance policies described above related to specific and
non-specific allowances, and the impaired finance receivables
and charge-off policies that follow, are applied across the port-
folio segments and loan classes. Given the nature of the
Company’s business, the specific allowance is largely in the

Corporate Finance, Trade Finance and Transportation Finance
portfolio segments. The non-specific allowance, which considers
the Company’s internal system of probability of default and loss
severity ratings, among other factors, is applicable to all the port-
folio segments.

Impaired Finance Receivables

Impaired finance receivables (including loans or capital leases) of
$500 thousand or greater that are placed on non-accrual status,
largely in the Corporate Finance – other, Trade Finance and
Transportation Finance loan classes, are subject to periodic indi-
vidual review in conjunction with the Company’s ongoing
problem loan management (PLM) function. The Company
excludes consumer loans and small-ticket loan and lease receiv-
ables, largely in the two Vendor Finance and Corporate Finance –
SBL (Small Business Lending) loan classes, that have not been
modified in a troubled debt restructuring, as well as short-term
factoring receivables, from its impaired finance receivables disclo-
sures as charge-offs are typically determined and recorded for
such loans beginning at 120-180 days of contractual delinquency.

Impairment occurs when, based on current information and
events, it is probable that CIT will be unable to collect all
amounts due according to contractual terms of the agreement.
Impairment is measured as the shortfall between estimated value
and recorded investment in the finance receivable, with the esti-
mated value determined using fair value of collateral and other
cash flows if the finance receivable is collateralized, or the
present value of expected future cash flows discounted at the
contract’s effective interest rate.

Charge-off of Finance Receivables

Charge-offs on commercial loans are recorded, usually net of spe-
cific allowances for losses, after considering such factors as the
borrower’s financial condition and the value of underlying collat-
eral and guarantees (including recourse to dealers and
manufacturers) and the status of collection activities. Such
charge-offs are deducted from the carrying value of the related
finance receivables. This policy is largely applicable in the
Corporate Finance, Trade Finance and Transportation portfolio
segments. Charge-offs on consumer and certain small ticket com-
mercial finance receivables, primarily in the Vendor Finance and
Corporate Finance portfolio segments, are recorded beginning at
120 to180 days of contractual delinquency. In accordance with
FSA, charge-offs on loans with an FSA discount as of the emer-
gence date are first allocated to the respective loan’s fresh start
discount. To the extent a charge-off amount exceeds such dis-
count the difference is reported as a charge-off. Charge-offs on
loans originated subsequent to emergence are reflected in the
provision for credit losses. Charge-offs on loans originated prior
to emergence in excess of fresh start accounting adjustments are
reflected in the provision for credit losses. Collections on
accounts previously charged off in the post-emergence period
are recorded as recoveries in the provision for credit losses.
Collections on accounts previously charged off in the pre-emer-
gence period are recorded as recoveries in other income.

Derivative Financial Instruments

Due to the reorganization, none of the Company’s derivatives
outstanding at December 31, 2009 qualified for hedge account-
ing. During 2010, the Company reassessed its hedge
requirements and reestablished counterparty relationships to
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facilitate placement of required hedges where economically
appropriate. New derivative transactions are cash collateralized.

The Company manages economic risk and exposure to interest
rate, foreign currency and, in limited instances, credit risk through
derivative transactions in over-the-counter markets with other
financial institutions. The Company documents at inception all
relationships between hedging instruments and hedged items, as
well as the risk management objectives and strategies for under-
taking various accounting hedges. Upon executing a derivative
contract, the Company designates the derivative as either a quali-
fying hedge or non-qualifying hedge. The designation may
change based upon management’s reassessment of circum-
stances. Derivatives utilized by the Company include swaps,
forward settlement contracts, and options contracts. A swap
agreement is a contract between two parties to exchange cash
flows based on specified underlying notional amounts, assets
and/or indices. Financial forward settlement contracts are agree-
ments to buy or sell a quantity of a financial instrument, index,
currency or commodity at a predetermined future date, and rate
or price. An option contract is an agreement that gives the buyer
the right, but not the obligation, to buy or sell an underlying
asset from or to another party at a predetermined price or rate
over a specific period of time. The Company may also utilize
credit derivatives to manage credit risk associated with its loan
portfolio. The hedge strategy currently employed by the
Company relates to currency risk management of investments in
foreign operations. The Company utilizes cross-currency swaps
and foreign currency forward contracts to effectively convert U.S.
dollar denominated debt to a foreign currency. These transac-
tions are classified as either foreign currency net investment
hedges, or foreign currency cash flow hedges, with resulting
gains and losses reflected in accumulated other comprehensive
income, a separate component of equity. For hedges of foreign
currency net investment positions, the “forward” method is
applied whereby effectiveness is assessed and measured based
on the amounts and currencies of the individual hedged net
investments versus the notional amounts and underlying curren-
cies of the derivative contract. For those hedging relationships
where the critical terms of the entire debt instrument and the
derivative are identical, and the credit-worthiness of the counter-
party to the hedging instrument remains sound, there is an
expectation of no hedge ineffectiveness so long as those condi-
tions continue to be met. The net interest differential is
recognized on an accrual basis as an adjustment to other income
or as interest expense to correspond with the hedged position.

Derivative instruments that qualify for hedge accounting are rec-
ognized in the balance sheet at their fair values in other assets or
other liabilities. Derivatives that do not qualify for hedge account-
ing are recognized in the balance sheet as trading assets or
liabilities. Fair value is based on dealer quotes, pricing models,
discounted cash flow methodologies, or similar techniques for
which the determination of fair value may require significant man-
agement judgment or estimation. The fair value of the derivative
contracts is reflected net of cash paid or received pursuant to
credit support agreements and is reported on a gross-by-counter-
party basis. Valuations of derivative assets and liabilities reflect
the value of the instrument including the Company’s and counter-
party’s credit risk.

CIT is exposed to credit risk to the extent that the counterparty
fails to perform under the terms of a derivative. We manage this
credit risk by requiring that all derivative transactions be conducted
initially with counterparties rated investment grade by nationally
recognized rating agencies, and by setting limits on the exposure
with any individual counterparty and requiring cash collateral.

Goodwill and Other Identified Intangibles

The Company’s goodwill represents the excess of the reorganiza-
tion equity value over the fair value of tangible and identifiable
intangible assets, net of liabilities.

Management tests goodwill for impairment on an annual basis, or
more often if events or circumstances indicate there may be
impairment. Goodwill impairment testing is performed at the
segment (or “reporting unit”) level. Goodwill is assigned to
reporting units at the date the goodwill is initially recorded. Once
goodwill has been assigned to reporting units, it no longer
retains its association with a particular acquisition, and all of the
activities within a reporting unit, whether acquired or internally
generated, are available to evaluate the value of goodwill.

An intangible asset was recorded in FSA for net above and below
market operating lease contracts. These intangible assets are
amortized on a straight line basis, resulting in lower rental income
(a component of Other Income) over the remaining lives of the
lease agreements.

Long-Lived Assets

A review for impairment of long-lived assets, such as operating
lease equipment, is performed at least annually or when events
or changes in circumstances indicate that the carrying amount of
long-lived assets may not be recoverable. Impairment of assets is
determined by comparing the carrying amount to future undis-
counted net cash flows expected to be generated. If an asset is
impaired, the impairment is the amount by which the carrying
amount of the asset exceeds the fair value of the asset. Fair value
is based upon discounted cash flow analysis and available market
data. Current lease rentals, as well as relevant and available
market information (including third party sales for similar equip-
ment, and published appraisal data), are considered both in
determining undiscounted future cash flows when testing for the
existence of impairment and in determining estimated fair value
in measuring impairment. Depreciation expense is adjusted when
projected fair value at the end of the lease term is below the pro-
jected book value at the end of the lease term. Assets to be
disposed of are reported at the lower of the carrying amount or
fair value less disposal costs.

Other Assets

Assets received in satisfaction of loans are initially recorded at fair
value and then assessed at the lower of carrying value or esti-
mated fair value less selling costs, with write-downs of the
pre-existing receivable reflected in the provision for credit losses.
Additional impairment charges, if any, would be recorded in
Other Income.

Interest and dividends on equity and debt securities are included
in interest income. Realized gains and losses from the sales of
securities are included in other income.

Investments in joint ventures are accounted for using the equity
method, and the investment balance is carried at cost and
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adjusted for the proportionate share of undistributed earnings or
losses. Unrealized intercompany profits and losses are eliminated
until realized, as if the joint venture were consolidated.

Fair Value Measurements

The Company characterizes inputs in the determination of fair
value according to the fair value hierarchy described below:

- Level 1 – Quoted prices (unadjusted) in active markets for identi-
cal assets or liabilities that are accessible at the measurement
date. Level 1 assets and liabilities include debt and equity secu-
rities and derivative contracts that are traded in an active
exchange market, as well as certain other securities that are
highly liquid and are actively traded in over-the-counter markets;

- Level 2 – Observable inputs other than Level 1 prices, such as
quoted prices for similar assets or liabilities, quoted prices in
markets that are not active, or other inputs that are observable
or can be corroborated by observable market data for substan-
tially the full term of the assets or liabilities. Level 2 assets and
liabilities include debt securities with quoted prices that are
traded less frequently than exchange-traded instruments and
derivative contracts whose value is determined using a pricing
model with inputs that are observable in the market or can be
derived principally from or corroborated by observable market
data. This category generally includes derivative contracts and
certain loans held-for-sale;

- Level 3 – Unobservable inputs that are supported by little or no
market activity and that are significant to the fair value of the
assets or liabilities. Level 3 assets and liabilities include financial
instruments whose value is determined using valuation models,
discounted cash flow methodologies or similar techniques, as
well as instruments for which the determination of fair value
requires significant management judgment or estimation. This
category generally includes retained residual interests in securiti-
zations, highly structured or long-term derivative contracts and
collateralized loan obligations (CLO) where independent pricing
information cannot be obtained for a significant portion of the
underlying assets or liabilities. In fresh start accounting, Level 3
inputs were used to mark substantially all the finance receivables
to fair value. Historically, the finance receivables were carried at
cost basis and not marked to market.

Adoption of FSA at emergence required that all assets and liabili-
ties, other than deferred taxes, be stated at fair value.

Income Taxes

Deferred tax assets and liabilities are recognized for the expected
future taxation of events that have been reflected in the
Consolidated Financial Statements. Deferred tax assets and liabil-
ities are determined based on the differences between the book
values and the tax basis of particular assets and liabilities, using
tax rates in effect for the years in which the differences are
expected to reverse. A valuation allowance is provided to offset
any net deferred tax assets if, based upon the relevant facts and
circumstances, it is more likely than not that some or all of the
deferred tax assets will not be realized.

The Company, its wholly-owned U.S. subsidiaries, and certain
non-U.S. subsidiaries file a consolidated federal income tax
return. The Company is subject to the income tax laws of the
United States, its states and municipalities and those of the
foreign jurisdictions in which the Company operates. These tax
laws are complex, and the manner in which they apply to the

taxpayer’s facts is sometimes open to interpretation. Given these
inherent complexities, the Company must make judgments in
assessing the likelihood that a tax position will be sustained upon
examination by the taxing authorities based on the technical
merits of the tax position. A tax position is recognized only when,
based on management’s judgment regarding the application of
income tax laws, it is more likely than not that the tax position will
be sustained upon examination. The amount of benefit recog-
nized for financial reporting purposes is based on management’s
best judgment of the most likely outcome resulting from exami-
nation given the facts, circumstances and information available at
the reporting date. The Company adjusts the level of unrecog-
nized tax benefits when there is new information available to
assess the likelihood of the outcome. ASC 740 liabilities for
uncertain tax positions are included in current taxes payable,
which is reflected in accrued liabilities and payables. Accrued
interest and penalties for unrecognized tax positions are
recorded in income tax expense.

Other Comprehensive Income/Loss

Other Comprehensive Income/Loss includes unrealized gains and
losses, unless other than temporarily impaired, on available-for-
sale investments, foreign currency translation adjustments for
both net investment in foreign operations and related derivatives
designated as hedges of such investments, changes in fair values
of derivative instruments designated as hedges of future cash
flows and certain pension and postretirement benefit obligations,
all net of tax.

In conjunction with the reorganization and adoption of fresh start
accounting, existing balances in Other Comprehensive
Income/Loss were eliminated at December 31, 2009.

Foreign Currency Translation

In addition to U.S. operations, the Company has operations in
Canada, Europe and other countries. The functional currency for
foreign operations is generally the local currency. The value of
assets and liabilities of these operations is translated into U.S.
dollars at the rate of exchange in effect at the balance sheet
date. Revenue and expense items are translated at the average
exchange rates during the year. The resulting foreign currency
translation gains and losses, as well as offsetting gains and losses
on hedges of net investments in foreign operations, are reflected
in accumulated other comprehensive income. Transaction gains
and losses resulting from exchange rate changes on transactions
denominated in currencies other than the functional currency are
included in earnings.

In conjunction with the reorganization and adoption of fresh start
accounting, all cumulative translation adjustments were written
off at December 31, 2009 as part of the elimination of Other
Comprehensive Income/Loss.

Other Income

Other income is recognized in accordance with relevant authori-
tative pronouncements and includes the following: (1) rental
income on operating leases, (2) factoring commissions, (3) com-
mitment, facility, letters of credit, advisory and syndication fees,
(4) servicing fees, (5) gains and losses from sales of leasing
equipment and sales and syndications of finance receivables,
(6) recoveries on loans charged-off prior to FSA, (7) equity in earn-
ings of joint ventures and unconsolidated subsidiaries, (8) gains
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and losses on certain derivatives and foreign currency exchange,
and (9) counterparty receivable FSA accretion.

Other Expenses

Other expenses include (1) depreciation on operating lease
equipment, (2) salaries and general operating expenses, (3) provi-
sion for severance and facilities exiting activities, (4) goodwill and
intangible asset impairment charges, and (5) gains and losses on
debt and debt-related derivative extinguishments.

Earnings per Share

Basic EPS is computed by dividing net income by the weighted-
average number of common shares outstanding for the period.
Diluted EPS is computed by dividing net income by the
weighted-average number of common shares outstanding
increased by the weighted-average potential impact of dilutive
securities, including stock options and restricted stock grants.
The dilutive effect is computed using the treasury stock method,
which assumes the conversion of stock options and restricted
stock grants. However, in periods when results are negative, these
shares would not be included in the EPS computation as the
result would have an anti-dilutive effect.

In periods that include discontinued operations, results from con-
tinuing operations determine which denominator to use. In
periods when earnings from continuing operations is positive and
results after discontinued operations is negative, the use of dilu-
tive shares can have an anti-dilutive effect.

Predecessor CIT Common Stock (and related options and
restricted shares) was cancelled upon emergence from bankruptcy
on December 10, 2009 and 200 million shares of new common
stock were issued. The net loss per share for the year ended
December 31, 2009 was based upon a weighted average of prede-
cessor common shares outstanding for the full 2009 period.

Pension and Other Postretirement Benefits

CIT has both funded and unfunded noncontributory defined
benefit pension and postretirement plans covering certain U.S.
and non-U.S. employees, each of which is designed in accor-
dance with the practices and regulations in the related countries.
Recognition of the funded status of a benefit plan, which is meas-
ured as the difference between plan assets at fair value and the
benefit obligation, is included in the balance sheet. The
Company recognizes as a component of Other Comprehensive
Income, net of tax, the net actuarial gains or losses and prior
service cost or credit that arise during the period but are not rec-
ognized as components of net periodic benefit cost.

Previous unrecognized net actuarial losses and prior service costs,
which were recorded in Other Comprehensive Income/Loss, were
eliminated in fresh start accounting.

Stock-Based Compensation

Compensation expense associated with equity-based awards is
recognized over the vesting period (requisite service period),
generally three years, under the “graded vesting” attribution
method, whereby each vesting tranche of the award is amortized
separately as if each were a separate award. The cost of awards
granted to directors in lieu of cash is recognized using the single-
grant approach with immediate vesting and expense recognition.
Expenses related to stock-based compensation are included in
Salaries and General Operating Expenses.

Upon effectiveness of the Reorganization Plan, the Company
adopted new compensation programs with Bankruptcy Court
approval. As a result of the adoption of fresh start accounting, all
unrecognized compensation expense related to option plans of
Predecessor CIT were accelerated and recorded as reorganization
expenses for the year ended December 31, 2009.

Accounting for Costs Associated with Exit or Disposal Activities

A liability for costs associated with exit or disposal activities,
other than in a business combination, is recognized when the lia-
bility is incurred. The liability is measured at fair value, with
adjustments for changes in estimated cash flows recognized in
earnings.

Consolidated Statements of Cash Flows

Cash and cash equivalents includes cash and interest-bearing
deposits, which primarily represent overnight money market
investments of excess cash. The Company maintains cash bal-
ances principally at financial institutions located in the U.S. and
Canada. The balances are not insured. Cash and cash equivalents
also include amounts at CIT Bank, a Utah state bank, which are
only available for the bank’s funding and investment require-
ments. Cash inflows and outflows from deposits and most
factoring receivables are presented on a net basis in the
Statements of Cash Flows, as their original term is generally less
than 90 days.

Cash receipts and cash payments resulting from purchases and
sales of loans, securities, and other financing and leasing assets
are classified as operating cash flows when these assets are origi-
nated/acquired and designated specifically for resale. Cash
receipts resulting from sales of loans, beneficial interests and
other financing and leasing assets that were not specifically origi-
nated/acquired and designated for resale are classified as
investing cash inflows.

Non-cash transactions during 2008 included certain debt conver-
sions whereby we exchanged $1.7 billion of previously
outstanding senior notes for $1.15 billion of new subordinated
notes and issued 14 million common shares out of Treasury for
the extinguishment of $490 million of senior debt.

As a result of adopting FSA, the consolidated statement of cash
flows for the year ended December 31, 2009 presents reorganiza-
tion gains and losses associated with the extinguishment of
certain contracts and long-term borrowings under the
Reorganization Plan.

Accounting for TARP Warrant Liability

Effective January 1, 2009, the Company prospectively adopted
the FASB’s requirements for Contracts in an Entity’s Own Equity.
Upon adoption of these requirements, management determined
the warrant issued to the U.S. Treasury in conjunction with the
Troubled Asset Relief Program (TARP) no longer qualified as
equity and should be accounted for as a derivative liability. As a
result, the Company classified $281.9 million of amounts recorded
in Paid-in Capital at January 1, 2009 to Other Liabilities. On
May 12, 2009, upon shareholder approval of the issuance of
common stock related to the potential exercise of the warrant by
the Treasury, the liability was reclassified to permanent equity in
the amount of $211.2 million. The decline in the fair value of the
warrant between January 1, 2009 and May 12, 2009 totaled
$70.6 million and reflected the decline in the Company’s stock
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price. The $2.3 billion TARP investment was cancelled in the Plan
of Reorganization in exchange for contingent value rights (CVRs)
and issued to the U.S. Treasury. The CVRs expired without any
value on February 8, 2010.

Discontinued Operation

In June 2008, management agreed to sell the Company’s home
lending business, including home mortgage and manufactured
housing portfolios and related servicing operations. The sale of
assets and the assignment of liabilities were completed in early
July 2008 with the receipt of $1.7 billion of cash consideration.
The final consideration of approximately $44 million was received
upon the transfer of servicing in February 2009.

Discontinued Operation Income Statement Year Ended December 31,
(dollars in millions)

2008________________
Net interest revenue $ 101.0

Other income 29.4

Valuation allowance for receivables held for sale (23.0)

Provision for credit losses (608.6)

Salaries and general operating expenses (51.0)________________
Pretax (loss) from discontinued operation (552.2)

(Loss) from sale of discontinued operation before 
income taxes (2,123.4)

Income tax benefit 509.2________________
Net (loss) from discontinued operation $(2,166.4)________________________________

Revisions

Certain immaterial amounts reported at December 31, 2009 have
been revised. These corrections correspond to (a) an initial misap-
plication of FSA on certain loans, (b) an incorrect deferral of
income on a partnership investment, (c) a duplication of accrued
interest payable for deposits, (d) an understatement of the
deferred tax asset valuation allowance, (d) a decrease in the valua-
tion of certain leveraged leases, and (e) an overstatement of
capitalized broker deposit fees that should have been charged off
at December 31, 2009. As stockholders’ equity was stated at fair
value at December 31, 2009, the net effect of the aforementioned
corrections ($38 million) also resulted in an adjustment to Goodwill.

NEW ACCOUNTING PRONOUNCEMENTS

Fair Value Measurements and Disclosures

In January 2010, FASB issued Accounting Standards Update
(“ASU”) 2010-06, Fair Value Measurements and Disclosures
(Topic 820). This update enhances disclosures about (1) different
classes of assets and liabilities measured at fair value, (2) valua-
tion techniques and inputs used, (3) transfers between Levels 1, 2,
and 3, and (4) activity in Level 3 fair value measurements. Except
for the detailed Level 3 rollforward disclosures, this guidance was
adopted and did not have a material impact on the Company’s
financial statement disclosures. Disclosure of activity in Level 3
fair value measurements is effective for fiscal years and interim
periods beginning after December 15, 2010.

Accounting for Certain Embedded Credit Derivatives

In March 2010, the FASB issued ASU 2010-11, Scope Exception
Related to Embedded Credit Derivatives, which clarified the cir-
cumstances in which a credit derivative embedded in beneficial
interests in securitized financial assets is required to be separately
accounted for as a derivative instrument. The guidance was effec-
tive for the first fiscal quarter beginning after June 15, 2010. Upon
adoption, the new guidance permitted the election of the fair
value option for beneficial interests in securitized financial assets.
The Company adopted the new guidance prospectively, effective
July 1, 2010. The adoption of the guidance did not have a mate-
rial impact on the Consolidated Balance Sheets or Statements
of Operations.

Disclosures about the Credit Quality of Finance Receivables and the
Allowance for Credit Losses

In July 2010, the FASB issued ASU 2010-20, Disclosures about the
Credit Quality of Finance Receivables and the Allowance for
Credit Losses, which provides guidance that requires enhanced
disclosures surrounding the credit characteristics of the
Company’s loan portfolio. Under the new guidance, the Company
is required to disclose its accounting policies, the methods it uses
to determine the components of the allowance for credit losses,
and qualitative and quantitative information about the credit risk
inherent in the loan portfolio, including additional information on
certain types of loan modifications.

The Company adopted the required disclosures of this guidance
as disclosed in Note 1, 2 and 3, which included enhanced qualita-
tive accounting policies and quantitative disclosures on segment
and class levels as well as credit characteristics. The new disclo-
sures on rollforward of the allowance for credit losses is effective
for the first quarter 2011 Form 10-Q and the new disclosures
about troubled debt restructurings was deferred. The adoption of
this guidance affects CIT’s disclosures of loans and allowance for
loan losses, but does not affect its financial condition or results
of operations.

Goodwill Impairment Test

In December 2010, FASB issued ASU 2010-28, When to Perform
Step 2 of the Goodwill Impairment Test for Reporting Units with
Zero or Negative Carrying Amounts. Under ASC Topic 350, good-
will is tested for impairment at the reporting unit level utilizing a
two-step approach. Step 1 compares the fair value of a reporting
unit to its carrying value and if there is a shortfall, then Step 2 is
completed. Step 2 measures the amount of impairment. This
update requires that the Step 2 test be performed if the report-
ing unit has zero or negative carrying amount and qualitative
factors exist indicating that it is more likely than not that a good-
will impairment exists. No additional disclosures are required by
this update. This update is effective for public companies begin-
ning after December 15, 2010. At the date of adoption, a
cumulative-effect adjustment to beginning retained earnings
should be recorded if impairment of any reporting unit exists.
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The following table presents selected information related to components of the net investment in finance leases which are included in
total finance receivables:

(dollars in millions)

2010 2009________________ ________________
Unearned income $(1,356.3) $(2,175.7)

Equipment residual values 992.2 1,495.7

Net unamortized deferred fees and costs 16.0 NA
Direct financing and sales-type leases 4,433.8 6,547.4

Leveraged leases 88.3 137.5

Leverage lease third party non-recourse debt payable 265.6 453.4

NOTE 2 — LOANS

The following table presents finance receivables by segment, based on obligor location:

(dollars in millions)

December 31, 2010 December 31, 2009____________________________________________________________________ ____________________________________________________________________
Domestic Foreign Total Domestic Foreign Total_________________ _________________ _________________ _________________ _________________ _________________

Corporate Finance $ 6,482.4 $1,999.8 $ 8,482.2 $ 9,602.1 $2,563.7 $12,165.8

Transportation Finance 1,098.8 290.1 1,388.9 1,490.1 318.0 1,808.1

Trade Finance 2,207.7 179.7 2,387.4 2,602.6 388.4 2,991.0

Vendor Finance 2,582.9 1,583.2 4,166.1 4,352.9 3,836.1 8,189.0

Consumer 8,058.8 17.1 8,075.9 9,664.3 19.4 9,683.7_________________ _________________ _________________ _________________ _________________ _________________
Total $20,430.6 $4,069.9 $24,500.5 $27,712.0 $7,125.6 $34,837.6_________________ _________________ _________________ _________________ _________________ __________________________________ _________________ _________________ _________________ _________________ _________________

All of the Doubtful accounts and approximately one third of the Substandard accounts are on non-accrual status at December 31, 2010.

At December 31, 2010 (dollars in millions)
Corporate Corporate Vendor Vendor
Finance – Finance – Transportation Trade Finance Finance Total Total

Other SBL Finance Finance US International Commercial Consumer Totals
(1)

___________________ ___________________ __________________________ ____________________ ______________________ _______________________ _____________________ ____________________ ____________________

Grade:

Pass $4,843.4 $360.9 $ 652.3 $1,977.9 $2,198.5 $1,867.9 $11,900.9 $7,348.4 $19,249.3

Special mention 1,275.6 161.0 540.8 244.3 142.5 193.1 2,557.3 358.2 2,915.5

Substandard 1,205.1 211.8 192.4 123.0 180.7 135.4 2,048.4 614.4 2,662.8

Doubtful 460.0 183.6 3.4 42.2 55.4 60.8 805.4 1.6 807.0___________________ ___________________ __________________________ ____________________ ______________________ ____________________ ____________________ ____________________ ____________________

Total $7,784.1 $917.3 $1,388.9 $2,387.4 $2,577.1 $2,257.2 $17,312.0 $8,322.6 $25,634.6___________________ ___________________ __________________________ ____________________ ______________________ ____________________ ____________________ ____________________ ____________________

Non-accrual loans $1,025.4 $214.4 $ 63.2 $ 164.4 $ 80.2 $ 67.7 $ 1,615.3 $ 0.7 $ 1,616.0___________________ ___________________ __________________________ ____________________ ______________________ ____________________ ____________________ ____________________ _______________________________________ ___________________ __________________________ ____________________ ______________________ ____________________ ____________________ ____________________ ____________________

(1) Includes $1,134.1 million of loans in Assets Held for Sale, which are measured at the lower of cost or fair value. ASU 2010-20 does not require inclusion of
these finance receivables in the disclosures above. Until they are disposed of, the Company manages the credit risk and collections of finance receivables
held for sale consistently with its finance receivables held for investment, so that Company data are tracked and used for management purposes on an
aggregated basis, as presented above.

Certain of the following tables present credit-related information
at the “class” level in accordance with ASU 2010-20, Disclosures
about the Credit Quality of Finance Receivables and the
Allowance for Credit Losses. A class is generally a disaggregation
of a portfolio segment. In determining the classes, CIT consid-
ered the finance receivable characteristics and methods it applies
in monitoring and assessing credit risk and performance.

Credit Quality Information

The following table summarizes finance receivables by the risk
ratings that bank regulatory agencies utilize to classify credit expo-
sure and which are consistent with indicators the Company monitors.
Risk ratings are reviewed on a regular and ongoing basis by Credit
Risk Management and are adjusted as necessary for updated infor-
mation affecting borrowers’ ability to fulfill their obligations. 

The definitions of these ratings are as follows:

- Pass – finance receivables in this category do not exhibit weak-
ness and do not meet the criteria for classification in one of the
categories below.

- Special mention – a special mention asset exhibits potential
weaknesses that deserve management’s close attention. If left
uncorrected, these potential weaknesses may, at some future
date, result in the deterioration of the repayment prospects.

- Substandard – a substandard asset is inadequately protected by
the current sound worth and paying capacity of the borrower,
and is characterized by the distinct possibility that some loss will
be sustained if the deficiencies are not corrected.

- Doubtful – a doubtful asset has weaknesses that make collection
or liquidation in full unlikely on the basis of current facts, condi-
tions, and values.
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The following table sets forth non-accrual loans and assets
received in satisfaction of loans (repossessed assets). Non-accrual
loans include loans greater than $500,000 that are individually

evaluated and determined to be impaired, as well as loans less
than $500,000 that are delinquent (generally for more than
90 days).

Past Due and Non-accrual Loans

The table that follows presents portfolio delinquency status, regardless of accrual/non-accrual classification, at December 31, 2010.

Finance Receivables – Delinquency Status 
At December 31, 2010 (dollars in millions)

30–59 Days 60–89 Days Greater Than Total Past Total Finance
Past Due Past Due 90 Days Due Current Receivables(1)_____________________ _____________________ ________________________ __________________ _________________ ________________________

Commercial

Corporate Finance – other $ 43.2 $ 33.7 $149.2 $ 226.1 $ 7,558.0 $ 7,784.1

Corporate Finance – SBL 21.8 8.6 73.0 103.4 813.9 917.3

Transportation Finance 9.0 1.8 0.6 11.4 1,377.5 1,388.9

Trade Finance 35.0 1.8 1.3 38.1 2,349.3 2,387.4

Vendor Finance – US 59.4 23.2 20.3 102.9 2,474.2 2,577.1

Vendor Finance – International 20.2 11.5 10.6 42.3 2,214.9 2,257.2

Consumer 351.4 175.9 434.1 961.4 7,361.2 8,322.6_____________________ _____________________ ________________________ __________________ _________________ ________________________
Total $540.0 $256.5 $689.1 $1,485.6 $24,149.0 $25,634.6_____________________ _____________________ ________________________ __________________ _________________ _____________________________________________ _____________________ ________________________ __________________ _________________ ________________________

(1) Includes $1,134.1 million of loans in Assets Held for Sale.

Finance Receivables on Non-accrual Status (dollars in millions)

At December 31,_____________________________________________
2010 2009_______________ _______________

Commercial

Corporate Finance – other $1,025.4 $1,187.3

Corporate Finance – SBL 214.4 187.5

Transportation Finance 63.2 6.8

Trade Finance 164.4 90.5

Vendor Finance – US 80.2 52.8

Vendor Finance – International 67.7 49.4

Consumer 0.7 0.1_______________ _______________
Total non-accrual loans 1,616.0 1,574.4

Repossessed assets 21.1 29.6_______________ _______________
Total non-performing assets $1,637.1 $1,604.0_______________ ______________________________ _______________
Government guaranteed accruing loans past due 90 days or more $ 433.6 $ 480.7

Other accruing loans past due 90 days or more 1.7 89.4_______________ _______________
Total accruing loans past due 90 days or more $ 435.3 $ 570.1_______________ ______________________________ _______________

Payments received on non-accrual financing receivables are gen-
erally applied against outstanding principal.

Impaired Loans

The Company’s policy is to review for impairment finance receiv-
ables greater than $500,000 that are placed on non-accrual status.
Consumer loans and small-ticket loan and lease receivables that

have not been modified in a troubled debt restructuring, as well
as short-term factoring receivables, are included (if appropriate)
in the reported non-accrual balances above, but are excluded
from the impaired finance receivables disclosure below as
charge-offs are typically determined and recorded for such loans
when they are more than 120 – 150 days past due.
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The following table contains information about impaired finance
receivables, exclusive of finance receivables that were identified
as impaired at the Convenience Date for which the Company is
applying the income recognition and disclosure guidance in

ASC 310-30 (Loans and Debt Securities Acquired with
Deteriorated Credit Quality) and disclosed further below in this
note, and the related reserve for credit losses.

Impaired Loans
At or for the Year Ended December 31, 2010 (dollars in millions)

Unpaid
Recorded Principal Related

Investment(1) Balance Allowance______________________ ________________ ___________________
With no related allowance recorded:

Commercial

Corporate Finance – Other $305.0 $ 511.3 $ –

Corporate Finance – SBL 50.7 72.2 –

Transportation 11.0 12.8 –

Trade 131.5 150.0 –

Vendor US 26.5 51.5 –

Vendor International 27.2 65.9 –

With an allowance recorded:

Commercial

Corporate Finance – Other 148.8 161.8 43.3

Corporate Finance – SBL 51.9 54.5 12.7

Transportation Finance 56.4 57.6 10.0

Trade Finance 27.1 31.1 5.3______________________ ________________ ___________________
Total Commercial $836.1 $1,168.7 $71.3______________________ ________________ _________________________________________ ________________ ___________________
Average recorded investment $618.8____________________________________________

(1) Includes approximately $70 million of loans in Assets Held for Sale.

The following summarizes key elements of the Company’s policy
regarding the determination of collateral fair value in the meas-
urement of impairment:

- “Orderly liquidation value” is the basis for collateral valuation;
- Appraisals are updated annually or more often as market condi-

tions warrant; or
- Appraisal values are discounted in the determination of impair-

ment if the:
- appraisal does not reflect current market conditions; or
- collateral consists of inventory, accounts receivable, or other

forms of collateral, which in a liquidation may become diffi-
cult to locate, subject to pilferage, or difficult to collect in
a liquidation.

The Company periodically modifies the terms of loans / finance
receivables in response to borrowers’ difficulties. Modifications
that include a financial concession to the borrower are accounted
for as troubled debt restructurings (TDRs). The net investment of
TDRs at December 31, 2010 was $461.7 million, of which 95% was
on non-accrual. Corporate Finance receivables accounted for 73%
of the total TDRs. At December 31, 2010 and December 31, 2009,

there were $19.6 million and $14.8 million, respectively, of com-
mitments to lend additional funds to borrowers whose loan terms
have been modified in troubled debt restructurings.

The following table contains information on finance receivables
evaluated for impairment and the related reserve for credit losses
before fresh start accounting.

At or for the Year Ended December 31 (dollars in millions)

Predecessor CIT
2009______________________________

Finance receivables considered for impairment $2,310.3

Impaired finance receivables with specific 
allowance(1) 826.7

Specific allowance for impaired receivables 286.9

Impaired finance receivables with no specific 
allowance 1,483.6

Average investment in impaired finance 
receivables 1,886.5
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Loans and Debt Securities Acquired with Deteriorated Credit Quality

For purposes of this presentation, finance receivables that were
identified as impaired at the Convenience Date are presented

separately below. The Company is applying the income recogni-
tion and disclosure guidance in ASC 310-30 (Loans and Debt
Securities Acquired with Deteriorated Credit Quality) to loans
considered impaired in FSA.

(dollars in millions)

Year ended
December 31, 2010 December 31, 2010__________________________________________________________________ __________________________________________________

Carrying Outstanding Related Provision for Net
Amount balance(1) Allowance Credit Losses Charge-offs________________ _______________________ ___________________ _________________________ ______________________

Commercial

Corporate Finance $762.0 $1,722.0 $53.4 $195.4 $142.0

Transportation Finance 0.4 0.9 – 0.8 0.8

Vendor Finance 33.3 191.7 1.5 5.4 3.9

Consumer 1.5 14.3 – 5.5 5.5________________ _______________________ ___________________ _________________________ ______________________
Totals loans $797.2 $1,928.9 $54.9 $207.1 $152.2________________ _______________________ ___________________ _________________________ ______________________________________ _______________________ ___________________ _________________________ ______________________

(1) Represents the sum of contractual principal, interest and fees earned at the reporting date, aggregated as net FSA net investment grossed up for inception
to date charge-offs.

The following table presents the changes to the accretable
discount related to all loans accounted for under ASC 310-30
(loans acquired with deteriorated credit quality) since
December 31, 2009.

Accretable discount activity for loans accounted for under ASC 310-30
at Emergence Date (dollars in millions):

Year ended
December 31, 2010____________________________________

Accretable discount, beginning of period $454.8

Accretion (40.7)

Disposals/transfers (206.9)____________________________________
Accretable discount, end of period $207.2________________________________________________________________________

The carrying amount of impaired loans at December 31, 2009
after fresh start accounting adjustments is shown in the
following table:

At December 31,
2009_______________________________

Contractually required payments 
including interest $2,643.9

Less: Nonaccretable difference 863.6_______________________________
Cash flows expected to be collected 1,780.3

Less: Potential accretable discount(1) 247.8_______________________________
Fair value of impaired loans $1,532.5______________________________________________________________

(1) CIT made a policy election to suspend accretion on these loans.
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NOTE 3 — ALLOWANCE FOR LOAN LOSSES

The following table presents changes in the allowance for loan losses.

Allowance for Credit Losses and Recorded Investment in Finance Receivables
As of or for the Years Ended December 31, (dollars in millions)

CIT Predecessor CIT________________________________________________________________________________________________________________________________________________________________________________________ _______________________________________________
2010 2009 2008________________________________________________________________________________________________________________________________________________________________________________________ _____________________ __________________

Corporate Transportation Trade Vendor Total
Finance Finance Finance Finance Commercial Consumer Total Total Total___________________ __________________________ _________________ _________________ ______________________ ___________________ ___________________ ___________________ __________________

Allowance for loan losses:

Beginning balance $ – $ – $ – $ – $ – $ – $ – $ 1,096.2 $ 574.3

Provision for credit losses 503.6 28.9 58.6 203.9 795.0 25.3 820.3 2,660.8 1,049.2

Change relating to new accounting pronouncement(1) 59.7 – – 8.9 68.6 – 68.6 – –

Changes relating to foreign currency translation, other (6.2) (0.4) (0.1) (1.5) (8.2) – (8.2) (12.2) (36.8)

Gross charge-offs (266.3) (4.8) (29.8) (183.3) (484.2) (26.1) (510.3) (2,068.2) (557.8)

Recoveries 12.9 – 1.2 30.9 45.0 0.8 45.8 109.6 67.3___________________ __________________________ _________________ _________________ _____________________ ___________________ ___________________ ___________________ __________________

Allowance balance before fresh start adjustments 303.7 23.7 29.9 58.9 416.2 – 416.2 1,786.2 1,096.2

Fresh start adjustments – – – – – – – (1,786.2) –___________________ __________________________ _________________ _________________ _____________________ ___________________ ___________________ ___________________ __________________

Allowance balance – end of period $ 303.7 $ 23.7 $ 29.9 $ 58.9 $ 416.2 $ – $ 416.2 $ – $1,096.2___________________ __________________________ _________________ _________________ _____________________ ___________________ ___________________ ___________________ _____________________________________ __________________________ _________________ _________________ _____________________ ___________________ ___________________ ___________________ __________________

Individually evaluated for impairment $ 56.0 $ 10.0 $ 5.3 $ – $ 71.3 $ – $ 71.3

Collectively evaluated for impairment 194.3 13.7 24.6 57.4 290.0 – 290.0

Loans acquired with deteriorated credit quality(2) 53.4 – – 1.5 54.9 – 54.9___________________ __________________________ _________________ _________________ _____________________ ___________________ ___________________

Allowance balance – end of period $ 303.7 $ 23.7 $ 29.9 $ 58.9 $ 416.2 $ – $ 416.2___________________ __________________________ _________________ _________________ _____________________ ___________________ ______________________________________ __________________________ _________________ _________________ _____________________ ___________________ ___________________

Reserve for unfunded lending commitments(3) $ 11.2 $ 0.7 $ – $ – $ 11.9 $ – $ 11.9___________________ __________________________ _________________ _________________ _____________________ ___________________ ______________________________________ __________________________ _________________ _________________ _____________________ ___________________ ___________________

Finance receivables:

Individually evaluated for impairment $ 556.4 $ 67.4 $ 158.6 $ 53.7 $ 836.1 $ – $ 836.1

Collectively evaluated for impairment 7,163.8 1,321.1 2,228.8 4,079.1 14,792.8 8,074.4 22,867.2

Loans acquired with deteriorated credit quality(2) 762.0 0.4 – 33.3 795.7 1.5 797.2___________________ __________________________ _________________ _________________ _____________________ ___________________ ___________________

Ending balance $8,482.2 $1,388.9 $2,387.4 $4,166.1 $16,424.6 $8,075.9 $24,500.5___________________ __________________________ _________________ _________________ _____________________ ___________________ ______________________________________ __________________________ _________________ _________________ _____________________ ___________________ ___________________

Percent of loans total loans 34.6% 5.7% 9.7% 17.0% 67.0% 33.0% 100.0%___________________ __________________________ _________________ _________________ _____________________ ___________________ ______________________________________ __________________________ _________________ _________________ _____________________ ___________________ ___________________

(1) Reflects reserves associated with loans consolidated in accordance with 2010 adoption of accounting guidance on consolidation of variable interest entities.

(2) Represents loans considered impaired in FSA that are accounted for under the guidance in ASC 310-30 (Loans and Debt Securities Acquired with
Deteriorated Credit Quality).

(3) Represents additional credit loss reserves for unfunded lending commitments and letters of credit recorded in Other Liabilities.

The allowance for loan losses balance prior to emergence was
eliminated in FSA. The 2010 balance reflects estimated amounts
for loans originated subsequent to the Emergence Date, loans
that were held in VIEs that the Company has consolidated, and
incremental amounts required on loans that were on the books at
the Emergence Date. See Note 25 for further detail.

NOTE 4 — OPERATING LEASE EQUIPMENT

The following table provides the 2010 net book value (net of
accumulated depreciation of $0.6 billion at December 31, 2010)
and 2009 fair value of operating lease equipment, by equipment
type. A fresh start accounting discount was recorded to reflect
operating lease equipment at fair value at December 31, 2009.
See Note 25 for detail.

Operating Lease Equipment By Type (dollars in millions)

December 31, 2010 December 31, 2009____________________________________ ____________________________________
Commercial aircraft (including regional aircraft) $ 7,063.7 $ 6,401.1

Railcars and locomotives 3,476.7 3,560.3

Information technology 184.7 274.1

Office equipment 124.9 211.1

Communications 79.6 131.0

Medical equipment, machinery and other 207.1 334.3____________________________________ ____________________________________
Total(1) $11,136.7 $10,911.9____________________________________ ________________________________________________________________________ ____________________________________

(1) Includes equipment off-lease of $238.5 million and $496.2 million at December 31, 2010 and 2009, respectively, primarily consisting of rail and aerospace
assets.
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The following table presents future minimum lease rentals due on
non-cancelable operating leases at December 31, 2010. Excluded
from this table are variable rentals calculated on asset usage

levels, re-leasing rentals, and expected sales proceeds from
remarketing equipment at lease expiration, all of which are com-
ponents of operating lease profitability.

Years Ended December 31 (dollars in millions)

2010________________
2011 $1,534.6

2012 1,200.7

2013 932.4

2014 687.1

2015 523.9

Thereafter 1,149.5________________
Total $6,028.2________________________________

NOTE 5 — OTHER ASSETS

The following table presents the components of other assets.

Other Assets (dollars in millions)

December 31, 2010 December 31, 2009____________________________________ ____________________________________
Deposits on commercial aerospace equipment $ 609.7 $ 635.9

Equity and debt investments 328.5 373.6

Other counterparty receivables 310.7 74.1

Deferred debt costs 126.4 3.6

Tax receivable, other than income 125.1 215.9

Servicer and maintenance fee receivable 115.3 70.3

Executive retirement plan and deferred compensation 110.2 102.9

Accrued interest and dividends 97.7 214.7

Prepaid expenses 87.5 81.1

Furniture and fixtures 79.3 102.8

Retained interests in securitizations(1) – 139.7

Other 367.5 452.5____________________________________ ____________________________________
$2,357.9 $2,467.1____________________________________ ________________________________________________________________________ ____________________________________

(1) Retained interests were eliminated with the adoption of a new accounting pronouncement on January 1, 2010.

The Company previously securitized loans off-balance sheet.
Upon adoption of a new accounting standard on consolidation
(ASC 810) on January 1, 2010, CIT consolidated special purpose
entities that were previously off-balance sheet and eliminated its
retained interest portion of the investments. Prior to consolida-
tion, retained interests in off-balance sheet securitizations were

designated as available for sale at December 31, 2009. The fol-
lowing tables and discussions relate to the previously off-balance
sheet securitizations.

The following table summarizes the book value of the retained
interests at the end of 2009.

(dollars in millions)

December 31, 2009____________________________________
Retained interests:

Retained subordinated securities $ 94.7

Cash reserve accounts 45.0____________________________________
Total retained interests $139.7________________________________________________________________________
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The following table summarizes for the retained interest the
accretion recognized in pretax earnings, the related impairment

charges, and unrealized after-tax gains, reflected in Accumulated
Other Comprehensive Income:

(dollars in millions)

Predecessor CIT

Years Ended December 31,

2009 2008___________ ___________
Accretion $ 13.4 $ 78.6

Impairment charges $(47.8) $(73.7)

Unrealized after tax gains $ – $ 0.4

The following table summarizes the key assumptions used in
measuring retained interest carrying values of securitization trans-
actions at the end of 2009. Weighted average prepayment speed
was based on a constant prepayment rate that expressed 

payments as a function of the declining amount of loans at a
compound annual rate. Weighted average expected credit losses
were expressed as annual loss rates.

(dollars in millions)

Predecessor CIT_______________________________________________________
Vendor Small Business
Finance Lending______________ ___________________________

Weighted-average life (in years) 1.1 3.4

Weighted average prepayment speed 7.92% 17.18%

Impact on fair value of 10% adverse change $(0.1) $(0.5)

Impact on fair value of 20% adverse change $(0.2) $(0.9)

Weighted average expected credit losses(1) 2.47% 3.66%

Impact on fair value of 10% adverse change $(1.4) $(2.6)

Impact on fair value of 20% adverse change $(2.7) $(5.1)

Weighted average discount rate 9.00% 12.00%

Impact on fair value of 10% adverse change $(0.6) $(1.3)

Impact on fair value of 20% adverse change $(1.1) $(2.6)

Retained subordinated securities $61.9 $32.8

Cash reserve accounts 34.7 10.3______________ ___________________________
Carrying value $96.6 $43.1______________ _________________________________________ ___________________________

These sensitivities were hypothetical and should be used with
caution. Changes in fair value based on a 10 percent or 20
percent variation in assumptions generally cannot be extrapo-
lated because the relationship of the change in assumptions to
the change in fair value may not be linear. Also, the effect of a
variation in a particular assumption on the fair value of the
retained interest was calculated without giving effect to any other
assumption changes. In reality, changes in one factor may result
in changes in another (for example, increases in market 

interest rates may result in lower prepayments and increased
credit losses), which might magnify or counteract the sensitivities.

The following table summarizes static pool credit losses for off-
balance sheet term securitizations by year of issuance. Static pool
credit losses represent the sum of actual losses (life-to-date) and
projected future credit losses, divided by the original balance of
each of the respective asset pools. There were no off-balance
sheet term securitizations consummated in 2009.

Predecessor CIT_______________________________________________________
Commercial Equipment
Off Balance Sheet Term_______________________________________________________

Securitizations During: 2009 2008______________ ______________
Actual and projected losses at:

December 31, 2009 N/A 3.08%

December 31, 2008 2.16%
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The table that follows summarizes the roll-forward of retained interests balances and cash flows received from and paid to securitization trusts:

(dollars in millions)

Predecessor CIT_______________________________________________________
Years Ended December 31_______________________________________________________
2009 2008______________ ________________

Retained Interests

Retained interests at beginning of period $229.4 $ 1,170.0

New sales – 623.2

Distributions from trusts (65.5) (1,679.0)

Change in fair value (1.5) (12.6)

Other, including net accretion, and clean-up calls (22.7) 127.8______________ ________________
Retained interests at end of period $139.7 $ 229.4______________ ______________________________ ________________
Cash Flows During the Periods

Proceeds from new securitizations $ – $ 704.0

Other cash flows received on retained interests 65.5 725.5

Servicing fees received 7.9 49.0

Reimbursable servicing advances, net 4.9 1.2

Repurchases of delinquent or foreclosed assets and ineligible contracts (13.5) (7.3)

Purchases of contracts through clean-up calls (78.6) (77.5)______________ ________________
Total, net $ (13.8) $ 1,394.9______________ ______________________________ ________________

NOTE 6 — DEPOSITS

The following table presents deposits detail, maturities and weighted average interest rates. (dollars in millions)

December 31, 2010 December 31, 2009____________________________________ ____________________________________
Deposits outstanding $4,536.2 $5,177.7

Weighted average contractual interest rate 3.13% 3.24%

Weighted average number of days to maturity 763 days 824 days

Pre-FSA Maturities

Due in 2010 (2.89% at December 31, 2009) $ –

Due in 2011 (2.61% and 2.91% at December 31, 2010 and 2009) 1,230.7

Due in 2012 (3.24% and 3.27% at December 31, 2010 and 2009) 1,260.0

Due in 2013 (3.19% and 3.65% at December 31, 2010 and 2009) 817.8

Due in 2014 (3.62% and 3.83% at December 31, 2010 and 2009) 709.1

Due in 2015 (2.58% at December 31, 2010) 228.2

Due after 2015 (4.12% and 4.00% at December 31, 2010 and 2009) 251.9____________________________________
Deposits outstanding, excluding fresh start adjustments $4,497.7________________________________________________________________________

Years Ended December 31,____________________________________________________________
CIT Predecessor CIT

2010 2009_______________ ______________________________
Daily average deposits $4,700.8 $4,130.9

Maximum amount outstanding $5,084.5 $5,527.0

Weighted average contractual interest rate for the year 2.98% 3.58%
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At December 31, 2010 and 2009, there were no deposits of
$100,000 or greater in the U.S. in CIT Bank. Deposits in foreign
banks at December 31, 2010 were comprised of certificates of
deposit totaling $7.5 million, the majority of which were in excess
of $100,000.

Deposits were adjusted to estimated fair value at December 31,
2009 in FSA, and the fair value premium will be recognized as a

yield adjustment over the deposit lives. During 2010, $52.0 million
of the fair value premium was recognized as a reduction to inter-
est expense.

NOTE 7 — LONG-TERM BORROWINGS

The following table presents outstanding long-term borrowings
and the related rates (excluding the impact of FSA adjustments
and debt related fees) and maturity dates:

Upon emergence from bankruptcy in December 2009, $28.4
billion of senior unsecured notes, $3.1 billion of unsecured bank
lines and $2.1 billion of junior subordinated notes and convertible
equity notes were cancelled and $21.0 billion of Series A Notes
and $2.1 billion of Series B Notes were issued. All components of
long-term borrowings, including the new debt issued in conjunc-
tion with the emergence from bankruptcy, were fair valued in
fresh start accounting as presented in the above table. The fair

value adjustment is amortized as a cost adjustment over the
remaining term of the respective debt and was reflected in
Interest Expense beginning in 2010.

The following table summarizes contractual maturities of total
long-term borrowings outstanding excluding issue discounts and
FSA adjustments as of December 31, 2010:

(dollars in millions)

December 31,
December 31, 2010 2009________________________________________________________________________________ __________________________

Average Fixed or range Range of
interest of interest maturity

rates rates dates CIT Group Inc. Subsidiaries Total Total________________ _____________________________ _____________________ ___________________________ _____________________ _________________ __________________________
Secured borrowings 2.52% 0.40% – 6.59% 2011 – 2040 $ – $10,965.8 $10,965.8 $14,346.5

Secured credit facility and
expansion credit facility 
(Refinanced) 6.25% 6.25% 2015 198.2 2,844.4 3,042.6 7,716.6

Other debt 5.60% 4.69% – 15.04% 2011 – 2036 85.9 81.8 167.7 268.1

Series A Notes 7.00% 7.00% 2013 – 2017 19,037.9 – 19,037.9 18,733.6

Series B Notes 10.25% 10.25% 2011 – 765.8 765.8 2,198.2___________________________ _____________________ _________________ __________________________
Total debt $19,322.0 $14,657.8 $33,979.8 $43,263.0___________________________ _____________________ _________________ _____________________________________________________ _____________________ _________________ __________________________

(dollars in millions)

Contractual
2011 2012 2013 2014 2015 Thereafter Maturities_______________ _______________ _______________ _______________ _______________ ___________________ _____________________

Secured borrowings – floating(1) $1,527.2 $ 834.7 $1,027.8 $ 756.1 $ 645.3 $ 4,688.4 $ 9,479.5

Secured borrowings – fixed(1) 852.5 416.5 195.5 155.6 119.7 747.9 2,487.7

Secured credit facility and expansion 
credit facility (Refinanced) – – – – 3,000.0 – 3,000.0

Other debt 54.4 23.4 8.0 0.4 – 137.7 223.9

Series A Notes(2) 500.0 – 1,604.0 3,156.0 3,156.0 12,624.0 21,040.0

Series B Notes(3) 752.2 – – – – – 752.2_______________ _______________ _______________ _______________ _______________ ___________________ _____________________
$3,686.3 $1,274.6 $2,835.3 $4,068.1 $6,921.0 $18,198.0 $36,983.3_______________ _______________ _______________ _______________ _______________ ___________________ ____________________________________ _______________ _______________ _______________ _______________ ___________________ _____________________

(1) Includes non-recourse secured borrowings, which are generally repaid in conjunction with the pledged receivable maturities

(2) Series A Notes reflect the payment of $500.0 million on January 31, 2011. Series A Notes for the twelve months ended December 31, 2013 include $500
million of principal balance which CIT on March 1, 2011 has announced will be redeemed on March 31, 2011.

(3) Series B Notes reflect the payment of $752.2 million on January 4, 2011.
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Secured Borrowings

Set forth below are borrowings and pledged assets primarily
owned by consolidated variable interest entities. Creditors of
these entities received ownership and/or security interests in the
assets. These entities are intended to be bankruptcy remote so
that such assets are not available to creditors of CIT or any

affiliates of CIT. These transactions do not meet accounting
requirements for sales treatment and are recorded as secured
borrowings. Except as otherwise noted, pledged assets listed
below are not included in the collateral available to lenders under
the Amended First Lien Facility, Series A Notes or Series B Notes
described below.

Secured Borrowings and Pledged Asset Summary (dollars in millions)

December 31, 2010 December 31, 2009____________________________________________________ ______________________________________________________
Secured Assets Secured Assets

Borrowing Pledged Borrowing Pledged_____________________ _________________ _____________________ _________________
Education trusts and conduits (student loans) $ 4,184.4 $ 5,558.8 $ 5,864.3 $ 6,864.7

GSI Facility borrowings(1) 1,624.6 2,349.5 2,552.7 3,429.6

Vendor finance(2) 601.4 808.1 1,120.7 1,589.4

Equipment lease securitizations (Vendor) 757.7 949.3 706.0 762.2

Trade Finance 504.9 1,479.6 – –

Corporate Finance CLO I 467.4 451.2 – –

Canadian equipment receivables financing 346.1 434.2 543.0 557.6

Corporate finance (energy project finance) – – 288.9 305.0

Corporate finance (SBL)(2) 258.0 283.6 – –

Transportation Finance – Aero 62.4 61.6 – –_____________________ _________________ _____________________ _________________
Subtotal – Finance Receivables 8,806.9 12,375.9 11,075.6 13,508.5_____________________ _________________ _____________________ _________________
ECA financing (Aero)(3) 1,315.1 1,531.0 1,097.4 1,212.2

Transportation Finance – Rail 148.9 146.2 907.4 1,276.7

GSI Facility borrowings (Aero) 519.8 1,119.3 582.2 1,154.3

Other structures 99.8 126.2 61.2 69.8_____________________ _________________ _____________________ _________________
Subtotal – Equipment under operating leases 2,083.6 2,922.7 2,648.2 3,713.0_____________________ _________________ _____________________ _________________
Vendor finance(4) – – 469.8 903.3

FHLB borrowings (Consumer)(5) 75.3 119.8 152.9 150.8_____________________ _________________ _____________________ _________________
Total $10,965.8 $15,418.4 $14,346.5 $18,275.6_____________________ _________________ _____________________ ______________________________________ _________________ _____________________ _________________

(1) December 31, 2010 borrowing is secured by $1.6 billion of corporate finance receivables, $0.6 billion of student loans and $0.1 billion of small business
lending loans, of which $97 million were classified in Assets Held for Sale.

(2) Includes repurchase of assets previously sold or securitized and the associated secured debt.

(3) Secured aircraft financing facility for the purchase of specified Airbus aircraft.

(4) International facilities collateralized by local assets.

(5) Collateralized with Government Debentures and Certificates of Deposit.

On June 6, 2008, CIT Financial Ltd. (“CFL”), a wholly owned sub-
sidiary of CIT executed a long-term committed financing facility
(the “GSI Facility”) with Goldman Sachs International (“GSI”) that
is structured and documented as a total return swap (“TRS”).
Under an October 28, 2009 amendment, the maximum notional
amount of the GSI Facility was reduced from $3.0 billion to $2.125
billion. The maximum notional amount declines by $212.5 million
per year for ten years beginning with the 11th anniversary of facil-
ity commencement date (June 6, 2019). The arrangement
obligates CFL to pay GSI an annual facility fee equal to 2.85% of
the maximum notional amount for that year, payable in quarterly
installments. There are no other commitment, underwriting or
structuring fees payable to GSI or its affiliates for the facility. CFL
is also required to pay GSI an amount equal to USD LIBOR on
adjusted outstanding principal amounts under asset-backed secu-
rities subject to the GSI Facility. The specific LIBOR index used

can vary by asset-backed security and will typically correspond to
the length of time between successive payment dates on the
asset-backed security. Facility advances are collateralized by
asset-backed securities created using certain eligible assets of
CIT. GSI is required to reimburse CFL for all cash flows paid to
the purchasers of the asset-backed securities. Consequently, the
fully drawn borrowing cost to CIT when the facility is fully utilized
is USD LIBOR plus 2.85%. The asset-backed securities may be
backed by commercial loans (including CLO’s), equipment loans
or leases, trade finance obligations, FFELP student loans, aircraft
or rail leases, private student loans or other assets and are
subject to concentration limits. CFL has the right to terminate the
GSI Facility before maturity; however, doing so would require CFL
to pay GSI a make whole amount equal to the discounted
present value of the annual facility fee over the remaining term of
the facility.
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Pursuant to the October 28, 2009 amendment, CFL agreed to
post additional collateral to secure amounts due to GSI under the
GSI Facility. In connection with the reduction of the commitment
amount of the GSI Facility, on October 29, 2009 CFL made a
payment of approximately $285 million, representing the propor-
tional termination fee payment to GSI as required for any
commitment reduction under the original terms of the GSI
Facility. CFL initially posted additional collateral in the amount of
$250 million, which was returned to CIT in the 2009 fourth quarter
due to cash flow settlements and an increase in the market value
of underlying asset-backed securities. As at December 31, 2009,
the amount of additional collateral was $119 million representing
certain amounts posted above and beyond the foregoing
$250 million. In consideration of these amendments to the GSI
Facility, and subject to certain additional terms, GSI agreed to
forbear from exercising its right to terminate the GSI Facility to
the extent that such right arose from a bankruptcy of CIT, which
guarantees the obligations of CFL under the GSI Facility. No
amendment fee was paid to GSI under the terms of the amend-
ment. All other material terms of the GSI Facility remain
unchanged, including the facility fee of 285 basis points.

CIT’s ability to utilize this structure for funding is dependent on
the availability of eligible unencumbered assets, while net pro-
ceeds received by CIT under the structure are dependent on the
current market value of the asset-backed securities. GSI deter-
mines the market value of the asset-backed securities daily. The
amount of available funding in relation to assets encumbered can
vary daily based on market conditions. If the market value of an
asset-backed security increases or decreases, CIT either receives
or posts additional collateral with GSI in the form of treasury
securities or cash, or CIT can elect to repay or draw additional
amounts. If the parties do not agree on the market value of the
asset-backed securities, the agreement contains market-based
dispute resolution mechanisms.

Certain foreign operations utilize local financial institutions to
fund operations. At December 31, 2010, local borrowing arrange-
ments totaled $84 million. CIT also has a committed letter of
credit facility totaling $500 million, of which $333 million was
undrawn and available.

Variable Interest Entities

The Company utilizes VIEs in the ordinary course of business to
support its own and its customers’ financing needs.

The most significant types of VIEs that CIT utilizes are securitiza-
tions of pools of assets. The Company originates pools of assets
and sells these to special purpose entities which, in turn, issue
debt securities backed by the asset pools or sell individual inter-
ests in the assets to investors. CIT retains the servicing rights and
participates in certain cash flows.

Effective January 1, 2010, the Company consolidated the remain-
der of its formerly off balance sheet securitizations as a result of
the determination that it was the PB of these securitization trusts,
as CIT was the primary designer of these entities and has the
power to direct the activities of these VIEs that most significantly
impact the VIE’s economic performance through its servicing
responsibilities and duties. The single most important business
objective of these transactions was to generate liquidity via the
monetization of CIT originated assets. Additionally, the nature

and extent of the Company’s continuing economic involvement
with the trusts obligates the Company to absorb losses and gives
the Company the right to receive benefits from the VIEs which
could potentially be significant to the VIE. The design of these
entities also contemplated that the external investors would
benefit from a significant level of protection as a result of sub-
stantial credit enhancement built into the transactions.

Credit Facility and Expansion Credit Facility

Predecessor CIT entered into a $3 billion Secured Credit Facility
in July 2009 and a $4.5 billion Expansion Credit Facility in
October 2009 (the “First Lien Facilities”). During 2010 CIT repaid
$4.5 billion of these facilities and in August 2010, CIT refinanced
the remaining $3 billion by amending the First Lien Facilities
agreements. The refinanced $3 billion of first lien debt (the
“Amended First Lien Facility”), which was accounted for as a
modification, matures in August 2015 and carries an interest rate
of LIBOR + 4.50% with a 1.75% LIBOR floor. Interest expense will
include amortization of the FSA discount and costs that were cap-
italized such as the prepayment fees and underwriting expenses
that were associated with the debt refinanced, as computed on a
level yield method.

The Amended First Lien Facility is generally secured by a first lien
on substantially all U.S. assets that are not otherwise pledged to
secure the borrowings of special purpose entities as described
above under “Secured Borrowings”, 65% of the voting and 100%
of the non-voting stock of first-tier foreign subsidiaries, and
between 44% and 65% of certain other non-U.S., non-regulated
subsidiaries.

In conjunction with the August refinancing, certain existing
covenants were amended. The Amended First Lien Facility is
subject to a collateral coverage covenant (based on CIT’s book
value in accordance with GAAP) of 2.5x the outstanding loan
balance, which is tested quarterly and upon the transfer, disposi-
tion or release of certain collateral. The Amended First Lien
Facility also contains a number of additional covenants, some of
which do not impose restrictions on the Company if CIT contin-
ues to maintain a collateral coverage ratio of 2.75x or greater.

New Series A and B Notes

On December 10, 2009, pursuant to the Plan of Reorganization
the Company issued $21.04 billion principal amount of its 7.0%
Series A Second-Priority Secured Notes with maturities each year
from 2013 to 2017 (the “Series A Notes”) and Delaware Funding
issued approximately $2.15 billion principal amount of its 10.25%
Series B Second-Priority Secured Notes due each year from 2013
to 2017 (the “Series B Notes”). The Series A Notes and Series B
Notes (“Second Lien Notes”) are generally secured by second-
priority security interests in substantially all the assets securing
the Amended First Lien Facility. The Series B Notes were further
secured by Delaware Funding’s pledge of inter-company notes
issued by CIT Financial Ltd., which are the primary assets of CIT
Group Funding Company of Delaware LLC (“Delaware Funding”).

The Second Lien Notes Indentures also limit the ability of the
Company, Delaware Funding and the Company’s restricted sub-
sidiaries to make certain payments or investments, incur
indebtedness (including guarantees), issue preferred stock, incur
liens, enter into sale and leaseback transactions, pay dividends,
sell assets, and enter into transactions with affiliates.
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In the event of a Change of Control (as defined in the Series A
and B Indentures), holders of the Series A and Series B Notes will
have the right to require the Company and/or Delaware Funding,
as applicable, to repurchase all or a portion of the notes at a pur-
chase price equal to 101% of the principal amount, plus accrued
and unpaid interest to the date of such repurchase. The Company
or Delaware Funding may redeem all or a portion of the Series A
or Series B Notes on or after January 1, 2010, at the applicable
redemption prices, plus accrued and unpaid interest.

In 2010, CIT redeemed the $1.4 billion of the Series B Notes that
had maturity dates of 2013 through 2016 at a redemption price of
103.5% of the aggregate principal amount redeemed. On
January 4, 2011, CIT redeemed the remaining principal balance
of Series B Notes at a redemption price of 102% of the aggregate
principal amount redeemed.

On January 31, 2011, CIT redeemed $500 million principal
balance of Series A Notes at a redemption price of 102% of the
aggregate principal amount redeemed. On February 28, 2011,
CIT announced its intention to redeem on March 31, 2011 $500
million principal balance of CIT’s Series A Notes maturing in 2013
at a redemption price of 102% of the aggregate principal amount
to be redeemed.

Summarized Financial Information of Subsidiaries

In accordance with the Credit Facility entered into on July 20,
2009, the Expansion Credit Facility entered into on October 28,
2009 as well as requirements conditioned in the prepackaged
bankruptcy including the Indentures evidencing the New Second
Lien Notes, all of which are unregistered securities, the following
tables present two mutually exclusive sets of condensed consoli-
dating financial statements, reflecting the following:

- The first set of condensed consolidated financial statements
includes entities that are considered guarantors or non-guaran-
tors. Guarantor entities are those that have guaranteed the
unregistered debt under the Credit Facility, Expansion Credit
Facility and New Second Lien Notes. Non-guarantors are all
other entities including those which may have pledged assets
but did not guarantee the debt.

- The second set reflects both restricted and unrestricted sub-
sidiaries in accordance with the Credit Facility and the Expansion
Credit Facility. Unrestricted subsidiaries include regulated enti-
ties such as CIT Bank, joint ventures, special purpose entities
and entities deemed immaterial. Restricted entities include all
other subsidiaries.

CONDENSED CONSOLIDATING BALANCE SHEETS (dollars in millions)

Non Guarantor Entities__________________________________________
Other Non

CIT Group Guarantor Pledged Guarantor Consolidated
December 31, 2010 Inc. Entities Entities Entities Eliminations Total___________________ ___________________ _________________ ___________________ ______________________ ________________________
ASSETS:

Net loans $ – $ 5,249.2 $ 2,376.5 $16,774.7 $ (316.1) $24,084.3

Operating lease equipment, net – 4,421.8 4,831.0 1,921.5 (37.6) 11,136.7

Assets held for sale – 340.2 293.5 584.8 – 1,218.5

Cash and deposits with banks 2,725.6 4,404.8 1,157.8 2,954.6 (38.8) 11,204.0

Other assets 31,047.4 18,625.3 4,603.6 3,221.5 (54,183.1) 3,314.7___________________ ___________________ _________________ ___________________ ______________________ ________________________
Total Assets $33,773.0 $33,041.3 $13,262.4 $25,457.1 $(54,575.6) $50,958.2___________________ ___________________ _________________ ___________________ ______________________ ___________________________________________ ___________________ _________________ ___________________ ______________________ ________________________

LIABILITIES AND EQUITY:

Long-term borrowings, including deposits $19,322.0 $ 2,866.2 $ 1,317.2 $15,262.8 $ (252.2) $38,516.0

Credit balances of factoring clients – 926.1 – 9.2 – 935.3

Other liabilities 5,535.0 850.9 6,593.7 (10,050.9) (335.5) 2,593.2___________________ ___________________ _________________ ___________________ ______________________ ________________________
Total Liabilities 24,857.0 4,643.2 7,910.9 5,221.1 (587.7) 42,044.5___________________ ___________________ _________________ ___________________ ______________________ ________________________

Total Stockholders’ Equity 8,916.0 28,398.1 5,351.1 20,235.7 (53,984.9) 8,916.0

Noncontrolling minority interests – – 0.4 0.3 (3.0) (2.3)___________________ ___________________ _________________ ___________________ ______________________ ________________________
Total Equity 8,916.0 28,398.1 5,351.5 20,236.0 (53,987.9) 8,913.7___________________ ___________________ _________________ ___________________ ______________________ ________________________
Total Liabilities and Equity $33,773.0 $33,041.3 $13,262.4 $25,457.1 $(54,575.6) $50,958.2___________________ ___________________ _________________ ___________________ ______________________ ___________________________________________ ___________________ _________________ ___________________ ______________________ ________________________



Item 8: Financial Statements and Supplementary Data

CIT ANNUAL REPORT 2010 125

CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATING STATEMENTS OF OPERATIONS (dollars in millions)

Non Guarantor Entities__________________________________________
Other Non

CIT Group Guarantor Pledged Guarantor Consolidated
Inc. Entities Entities Entities Eliminations Total___________________ ___________________ _________________ ___________________ ______________________ ________________________

Year Ended December 31, 2010

Interest income $ 2.7 $1,671.3 $ 416.8 $1,674.2 $ (44.4) $ 3,720.6

Interest expense (1,463.1) (730.5) (221.5) (686.9) 25.3 (3,076.7)___________________ ___________________ _________________ ___________________ ______________________ ________________________
Net interest revenue (1,460.4) 940.8 195.3 987.3 (19.1) 643.9

Provision for credit losses (12.7) (442.5) (72.1) (292.5) (0.5) (820.3)___________________ ___________________ _________________ ___________________ ______________________ ________________________
Net interest revenue, after credit provision (1,473.1) 498.3 123.2 694.8 (19.6) (176.4)

Equity in net income of subsidiaries 1,513.1 1,014.8 212.3 502.9 (3,243.1) –

Other Income

Rental income on operating leases – 525.2 695.1 420.4 (1.0) 1,639.7

Other 42.8 492.5 238.9 275.6 (47.6) 1,002.2___________________ ___________________ _________________ ___________________ ______________________ ________________________
Total other income 42.8 1,017.7 934.0 696.0 (48.6) 2,641.9___________________ ___________________ _________________ ___________________ ______________________ ________________________

Total net revenue, net of interest expense 
and credit provision 82.8 2,530.8 1,269.5 1,893.7 (3,311.3) 2,465.5___________________ ___________________ _________________ ___________________ ______________________ ________________________
Other Expenses

Depreciation on operating lease equipment – (204.9) (266.6) (208.1) 0.5 (679.1)

Operating expenses 20.9 (673.4) (139.1) (270.0) 43.3 (1,018.3)___________________ ___________________ _________________ ___________________ ______________________ ________________________
Total other expenses 20.9 (878.3) (405.7) (478.1) 43.8 (1,697.4)___________________ ___________________ _________________ ___________________ ______________________ ________________________

Income (loss) before income taxes 103.7 1,652.5 863.8 1,415.6 (3,267.5) 768.1

Benefit (provision) for income taxes 413.2 (225.0) (143.5) (292.8) 1.2 (246.9)___________________ ___________________ _________________ ___________________ ______________________ ________________________
Income (loss) before attribution of
noncontrolling interests 516.9 1,427.5 720.3 1,122.8 (3,266.3) 521.2

Income attributable to noncontrolling
interests, after tax – 0.4 (0.5) 0.8 (5.1) (4.4)___________________ ___________________ _________________ ___________________ ______________________ ________________________
Net income (loss) $ 516.9 $1,427.9 $ 719.8 $1,123.6 $(3,271.4) $ 516.8___________________ ___________________ _________________ ___________________ ______________________ ___________________________________________ ___________________ _________________ ___________________ ______________________ ________________________
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CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS (dollars in millions)

Non Guarantor Entities__________________________________________
Other Non

CIT Group Guarantor Pledged Guarantor Consolidated 
Year Ended December 31, 2010 Inc. Entities Entities Entities Eliminations Total___________________ ___________________ _________________ ___________________ ______________________ ________________________
Cash Flows From Operating Activities:

Net cash flows provided by (used for) operations $ (651.8) $ 1,262.5 $ 909.4 $ (933.6) $ – $ 586.5___________________ ___________________ _________________ ___________________ ______________________ ________________________
Cash Flows From Investing Activities:

Net decrease in financing and leasing assets 
and other investing activities 465.9 3,282.9 455.1 5,984.0 – 10,187.9

(Increase) decrease in inter-company loans 
and investments 2,594.2 – – – (2,594.2) –___________________ ___________________ _________________ ___________________ ______________________ ________________________
Net cash flows (used for) provided by 
investing activities 3,060.1 3,282.9 455.1 5,984.0 (2,594.2) 10,187.9___________________ ___________________ _________________ ___________________ ______________________ ___________________________________________ ___________________ _________________ ___________________ ______________________ ________________________
Cash Flows From Financing Activities:

Net increase (decrease) in debt and other 
financing activities (314.0) (4,541.3) (84.5) (5,589.6) – (10,529.4)

Inter-company financing – (1,478.2) (1,082.5) (33.5) 2,594.2 –___________________ ___________________ _________________ ___________________ ______________________ ________________________
Net cash flows provided by (used for) 
financing activities (314.0) (6,019.5) (1,167.0) (5,623.1) 2,594.2 (10,529.4)___________________ ___________________ _________________ ___________________ ______________________ ________________________
Net (decrease) increase in unrestricted cash 
and cash equivalents 2,094.3 (1,474.1) 197.5 (572.7) – 245.0

Unrestricted cash and cash equivalents, 
beginning of period 609.3 4,420.5 805.3 2,570.1 – 8,405.2___________________ ___________________ _________________ ___________________ ______________________ ________________________
Unrestricted cash and cash equivalents, 
end of period $2,703.6 $ 2,946.4 $ 1,002.8 $ 1,997.4 $ – $ 8,650.2___________________ ___________________ _________________ ___________________ ______________________ ___________________________________________ ___________________ _________________ ___________________ ______________________ ________________________

CONDENSED CONSOLIDATING BALANCE SHEETS (dollars in millions)

CIT Group Restricted Unrestricted Consolidated
December 31, 2010 Inc. Entities Entities Eliminations Total___________________ ___________________ _____________________ ______________________ ________________________
ASSETS:

Net loans $ – $ 8,051.0 $16,349.4 $ (316.1) $24,084.3

Operating lease equipment, net – 9,564.2 1,610.1 (37.6) 11,136.7

Assets held for sale – 678.4 540.1 – 1,218.5

Cash and deposits with banks 2,725.6 5,883.3 2,633.9 (38.8) 11,204.0

Other assets 31,047.4 9,361.9 732.2 (37,826.8) 3,314.7___________________ ___________________ _____________________ ______________________ ________________________
Total Assets $33,773.0 $33,538.8 $21,865.7 $(38,219.3) $50,958.2___________________ ___________________ _____________________ ______________________ ___________________________________________ ___________________ _____________________ ______________________ ________________________

LIABILITIES AND EQUITY:

Long-term borrowings, including deposits $19,322.0 $ 4,949.2 $14,497.0 $ (252.2) $38,516.0

Credit balances of factoring clients – 926.1 9.2 – 935.3

Other liabilities 5,535.0 (784.8) (1,821.5) (335.5) 2,593.2___________________ ___________________ _____________________ ______________________ ________________________
Total Liabilities 24,857.0 5,090.5 12,684.7 (587.7) 42,044.5___________________ ___________________ _____________________ ______________________ ________________________

Total Stockholders’ Equity 8,916.0 28,447.9 9,180.7 (37,628.6) 8,916.0

Noncontrolling minority interests – 0.4 0.3 (3.0) (2.3)___________________ ___________________ _____________________ ______________________ ________________________
Total Equity 8,916.0 28,448.3 9,181.0 (37,631.6) 8,913.7___________________ ___________________ _____________________ ______________________ ________________________
Total Liabilities and Equity $33,773.0 $33,538.8 $21,865.7 $(38,219.3) $50,958.2___________________ ___________________ _____________________ ______________________ ___________________________________________ ___________________ _____________________ ______________________ ________________________
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CONSOLIDATING STATEMENTS OF OPERATIONS (dollars in millions)

CIT Group Restricted Unrestricted Consolidated
Inc. Entities Entities Eliminations Total___________________ ___________________ _____________________ ______________________ ________________________

Year Ended December 31, 2010

Interest income $ 2.7 $ 2,239.9 $1,522.4 $ (44.4) $ 3,720.6

Interest expense (1,463.1) (1,030.1) (608.8) 25.3 (3,076.7)___________________ ___________________ _____________________ ______________________ ________________________
Net interest revenue (1,460.4) 1,209.8 913.6 (19.1) 643.9

Provision for credit losses (12.7) (535.9) (271.2) (0.5) (820.3)___________________ ___________________ _____________________ ______________________ ________________________
Net interest revenue, after credit provision (1,473.1) 673.9 642.4 (19.6) (176.4)

Equity in net income of subsidiaries 1,513.1 574.1 (48.9) (2,038.3) –

Other Income

Rental income on operating leases – 1,330.9 309.8 (1.0) 1,639.7

Other 42.8 920.4 86.6 (47.6) 1,002.2___________________ ___________________ _____________________ ______________________ ________________________
Total other income 42.8 2,251.3 396.4 (48.6) 2,641.9___________________ ___________________ _____________________ ______________________ ________________________

Total net revenue, net of interest expense and credit provision 82.8 3,499.3 989.9 (2,106.5) 2,465.5___________________ ___________________ _____________________ ______________________ ________________________
Other Expenses

Depreciation on operating lease equipment – (549.8) (129.8) 0.5 (679.1)

Operating expenses 20.9 (907.4) (175.1) 43.3 (1,018.3)___________________ ___________________ _____________________ ______________________ ________________________
Total other expenses 20.9 (1,457.2) (304.9) 43.8 (1,697.4)___________________ ___________________ _____________________ ______________________ ________________________

Income (loss) before income taxes 103.7 2,042.1 685.0 (2,062.7) 768.1

Benefit (provision) for income taxes 413.2 (388.2) (273.1) 1.2 (246.9)___________________ ___________________ _____________________ ______________________ ________________________
Income (loss) before attribution of noncontrolling interests 516.9 1,653.9 411.9 (2,061.5) 521.2

Income attributable to noncontrolling interests, after tax – – 0.7 (5.1) (4.4)___________________ ___________________ _____________________ ______________________ ________________________
Net income (loss) $ 516.9 $ 1,653.9 $ 412.6 $(2,066.6) $ 516.8___________________ ___________________ _____________________ ______________________ ___________________________________________ ___________________ _____________________ ______________________ ________________________

NOTE 8 — DERIVATIVE FINANCIAL INSTRUMENTS

As part of managing economic risk and exposure to interest rate,
foreign currency and, in limited instances, credit risk, CIT enters
into derivative transactions in over-the-counter markets with other
financial institutions. CIT does not enter into derivative financial
instruments for speculative purposes. Derivative instruments trans-
acted since emergence from bankruptcy are cash collateralized.

Following the Company’s loss of investment grade ratings in
2009, the Company and its counterparties began terminating
derivatives. With the announcement of management’s reorganiza-
tion plan, further derivative terminations followed. Cash flow and
fair value hedges related to unsecured debt no longer met the
criteria for hedge accounting. As a result, at December 31, 2009,
the Company did not have any derivative financial instruments
that qualified for hedge accounting.

The Company continues to reassess hedge requirements and has
reestablished counterparty relationships to facilitate hedging
where economically appropriate. During 2010, the Company’s
portfolio was in an asset sensitive position, whereby assets will
reprice faster than liabilities, and interest margin will increase in a

rising interest rate environment. As a result, the qualifying hedges
at December 31, 2010, and our hedging strategies during the year,
related primarily to currency risk management of investments in
foreign operations. The Company utilizes cross-currency swaps
and foreign currency forward contracts to effectively convert U.S.
dollar denominated debt to a foreign currency. These transactions
are classified as either foreign currency net investment hedges, or
foreign currency cash flow hedges, with resulting gains and losses
reflected in accumulated other comprehensive income, a separate
component of equity. For hedges of foreign currency net invest-
ment positions the “forward” method is applied whereby
effectiveness is assessed and measured based on the amounts
and currencies of the individual hedged net investments versus
the notional amounts and underlying currencies of the derivative
contract. For those hedging relationships where the critical terms
of the entire debt instrument and the derivative are identical, and
the credit-worthiness of the counterparty to the hedging instru-
ment remains sound, there is an expectation of no hedge
ineffectiveness so long as those conditions continue to be met.
The net interest differential is recognized on an accrual basis as an
adjustment to other income or as interest expense to correspond
with the hedged position.
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The following table presents fair values and notional values of derivative financial instruments:

Fair and Notional Values of Derivative Financial Instruments (dollars in millions)

December 31, 2010 December 31, 2009___________________________________________________________________ ___________________________________________________________________
Notional Asset Fair Liability Notional Asset Fair Liability

Qualifying Hedges Amount Value Fair Value Amount Value Fair Value________________ __________________ __________________ ________________ __________________ __________________
Cross currency swaps $ 414.7 $ 0.8 $ (12.1) $ – $ – $ –

Foreign currency forward exchange – cash flow hedges 183.6 6.4 (1.4) – – –

Foreign currency forward exchange – net 
investment hedges 1,333.4 0.5 (61.0) – – –________________ __________________ __________________ ________________ __________________ __________________
Total Qualifying Hedges $1,931.7 $ 7.7 $ (74.5) $ – $ – $ –________________ __________________ __________________ ________________ __________________ __________________________________ __________________ __________________ ________________ __________________ __________________
Non-Qualifying Hedges

Cross currency swaps $1,330.3 $14.2 $ (38.4) $ 646.7 $ – $ (8.8)

Interest rate swaps 1,046.8 4.5 (37.7) 3,165.9 23.4 (25.7)

Written options 273.8 – – 1,009.8 – (0.1)

Purchased options 903.0 2.7 – 1,524.1 18.4 –

Foreign currency forward exchange contracts 2,210.0 4.3 (50.2) 1,055.1 2.3 (7.3)

TRS 609.9 – – 107.9 – –________________ __________________ __________________ ________________ __________________ __________________
Total Non-qualifying Hedges $6,373.8 $25.7 $(126.3) $7,509.5 $44.1 $(41.9)________________ __________________ __________________ ________________ __________________ __________________________________ __________________ __________________ ________________ __________________ __________________

A financing facility with Goldman Sachs International (GSI) is struc-
tured as a total return swap (TRS), under which amounts available
for advances are accounted for as a derivative. Estimated fair

value of the derivative is based on a hypothetical transfer value,
considering current market conditions and other factors.
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The following table presents the impact of derivatives on the statements of operations:

Derivative Instrument Gains and Losses (dollars in millions)

Year Ended
Derivative Instruments Gain / (Loss) Recognized December 31, 2010_________________________________________ _____________________________________________ _____________________________________
Qualifying Hedges

Foreign currency exchange rate fluctuations – cash flow hedges Other income $ 8.1____________________________________
Total Qualifying Hedges 8.1____________________________________
Non-Qualifying Hedges

Cross currency swaps Other income (8.1)

Interest rate swaps Other income (50.9)

Foreign currency forward exchange contracts Other income 41.4_____________________________________
Total Non-qualifying Hedges (17.6)_____________________________________
Total derivatives-income statement impact $ (9.5)__________________________________________________________________________

Predecessor CIT_____________________________________
Year Ended

December 31, 2009_____________________________________
Qualifying Hedges

Ineffectiveness of derivative instruments designated as hedging instruments

Interest rate swaps – cash flow hedges Other income $ 3.9

Cross currency swaps – fair value hedges Interest expense (6.2)__________________________________________________________________________
Total (2.3)_____________________________________
Discontinuance of cash flow and fair value hedge accounting

Interest rate swaps – cash flow hedges Other income (32.3)

Interest rate swaps – fair value hedges Interest expense 63.9

Cross currency swaps – fair value hedges Interest expense 21.7_____________________________________
Total 53.3_____________________________________
Reclassification of accumulated other comprehensive loss to earnings 
for cash flow hedges

Interest rate swaps – cash flow hedges Interest expense (55.7)_____________________________________
Total Qualifying Hedges (4.7)_____________________________________
Non-Qualifying Hedges

Cross currency swaps Other income (43.0)

Cross currency swaps(1) Reorganization expense (110.3)

Interest rate swaps Other income 90.6

Interest rate swaps(2) Reorganization expense 127.0

Foreign currency forward exchange contracts Other income (4.0)

TRS(3) Other income (285.0)

TARP Warrant Other income 70.6_____________________________________
Total Non-qualifying Hedges (154.1)_____________________________________
Total derivatives-income statement impact $(158.8)__________________________________________________________________________

(1) Following filing the petition on November 1, 2009 the Company recorded a $98.9 million loss on termination of cross currency swaps and $11.4 million loss
on terminated derivatives.

(2) Following the filing of the petition on November 1, 2009 the Company recorded a $27.5 million loss on termination of interest rate swaps and $154.5 million
gain on terminated derivatives.

(3) Effect of change in valuation of derivative related to GSI facility.
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NOTE 9 — OTHER LIABILITIES

The following table presents components of other liabilities:

(dollars in millions)

December 31, 2010 December 31, 2009____________________________________ ____________________________________
Equipment maintenance reserves $ 633.6 $ 552.0

Accrued expenses 499.3 441.2

Estimated valuation adjustment relating to aerospace commitments(1) 429.6 586.6

Accrued interest payable 254.8 213.1

Security and other deposits 201.4 208.6

Accounts payable 188.6 344.8

Qualifying derivative liability 74.5 –

Current taxes payable and deferred taxes (62.0) (264.9)

Other liabilities 247.1 169.1____________________________________ ____________________________________
$2,466.9 $2,250.5____________________________________ ________________________________________________________________________ ____________________________________

(1) In conjunction with FSA, a liability was recorded to reflect then current fair value of aircraft purchase commitments outstanding at the time. When the aircraft
are purchased, the cost basis of the assets will be reduced by the associated liability.

NOTE 10 — FAIR VALUE

Fair Value Hierarchy

The Company is required to report fair value measurements for
specified classes of assets and liabilities. See Note 1 — “Business
and Summary of Significant Accounting Policies” for fair value
measurement policy.

The Company characterizes inputs in the determination of fair
value according to the fair value hierarchy. The fair value of the
Company’s assets and liabilities where the measurement objec-
tive specifically requires the use of fair value are set forth in the
tables below:

Assets and Liabilities Measured at Fair Value on a Recurring Basis (dollars in millions)

December 31, 2010 Total Level 1 Level 2 Level 3_____________ _____________ _____________ _____________
Assets

Equity securities available for sale $ 37.5 $16.1 $ 3.4 $ 18.0

Trading assets at fair value – derivatives 25.7 – 25.7 –

Derivative counterparty assets at fair value 7.7 – 7.7 –_____________ _____________ _____________ _____________
Total Assets $ 70.9 $16.1 $ 36.8 $ 18.0_____________ _____________ _____________ __________________________ _____________ _____________ _____________
Liabilities

Trading liabilities at fair value – derivatives $(126.3) $ – $(126.0) $ (0.3)

Derivative counterparty liabilities at fair value (74.5) – (74.5) –_____________ _____________ _____________ _____________
Total Liabilities $(200.8) $ – $(200.5) $ (0.3)_____________ _____________ _____________ __________________________ _____________ _____________ _____________
December 31, 2009

Assets

Equity securities available for sale $ 37.3 $17.4 $ – $ 19.9

Retained interests – securitizations 139.7 – – 139.7

Trading assets – derivatives 44.1 – 44.1 –_____________ _____________ _____________ _____________
Total Assets $ 221.1 $17.4 $ 44.1 $159.6_____________ _____________ _____________ __________________________ _____________ _____________ _____________
Liabilities

Trading liabilities – derivatives $ (41.9) $ – $ (40.4) $ (1.5)_____________ _____________ _____________ __________________________ _____________ _____________ _____________
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Assets Measured at Fair Value on a Non-recurring Basis (dollars in millions)

The following table presents financial instruments for which a non-recurring change in fair value has been recorded:

Fair Value Measurements at Reporting Date Using:____________________________________________________________________________________________
Total Gains

December 31, 2010 Total Level 1 Level 2 Level 3 and (Losses)____________ _____________ _____________ _____________ ______________________
Assets

Assets Held for Sale $246.9 $ – $ – $246.9 $ (6.5)

Impaired loans 388.9 – – 388.9 (121.3)____________ _____________ _____________ _____________ ______________________
Total $635.8 $ – $ – $635.8 $(127.8)____________ _____________ _____________ _____________ __________________________________ _____________ _____________ _____________ ______________________

See Note 25 for 2009 disclosure of non-recurring fair value meas-
urements recorded in connection with the Company’s emergence
from bankruptcy.

Loans are transferred from held-for-investment to held-for-sale at
the lower of cost or fair value. At the time of transfer, a write-
down of the loan is recorded as a charge-off, if applicable. Once
classified as held for sale, the amount by which the carrying value
exceeds fair value is recorded as a valuation allowance.

Impaired finance receivables (including loans or capital leases) of
$500 thousand or greater that are placed on non-accrual status
are subject to periodic individual review in conjunction with the
Company’s ongoing problem loan management (PLM) function.
Impairment occurs when, based on current information and

events, it is probable that CIT will be unable to collect all
amounts due according to contractual terms of the agreement.
Impairment is measured as the shortfall between estimated value
and recorded investment in the finance receivable, with the esti-
mated value determined using fair value of collateral and other
cash flows if the finance receivable is collateralized, or the
present value of expected future cash flows discounted at the
contract’s effective interest rate.

Level 3 Gains and Losses

The tables below set forth a summary of changes in the esti-
mated fair value of the Company’s Level 3 financial assets and
liabilities measured on a recurring basis:

Equity
Retained Securities

Interests in Available
Total securitizations Derivatives for Sale_____________ ___________________________ ____________________ _________________

December 31, 2008 – Predecessor CIT $ 224.6 $ 229.4 $ (4.8) $ –

Gains or losses realized/unrealized

Included in Other Income (336.2) (37.9) (298.3) –

Included in Other Comprehensive Income 15.0 (1.6) 16.6 –

Settlements and foreign currency translation 254.7 (50.2) 285.0 19.9_____________ ___________________________ ____________________ _________________
December 31, 2009 – CIT 158.1 139.7 (1.5) 19.9

Gains or losses realized/unrealized

Included in Other Income (0.8) – 1.2 (2.0)

Included in Other Comprehensive Income – – – –

Other net (139.7) (139.7) – –_____________ ___________________________ ____________________ _________________
Year ended December 31, 2010 – CIT $ 17.6 $ – $ (0.3) $17.9_____________ ___________________________ ____________________ ______________________________ ___________________________ ____________________ _________________

During 2009, the loss on derivatives primarily pertained to the
Goldman Sachs TRS secured financing. A portion of the loss also
related to certain cross-currency swaps that economically hedged
currency exposures, but did not qualify for hedge accounting.

Essentially, such losses were offset by gains on corresponding
currency transactional exposures. On January 1, 2010, retained
interests were eliminated as a result of implementing new consol-
idation accounting guidance related to VIEs.
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FAIR VALUES OF FINANCIAL INSTRUMENTS

The carrying and estimated fair values of financial instruments
presented below exclude leases and certain other assets and 

liabilities, which are not required for disclosure. Assumptions
used in valuing financial instruments at December 31, 2010 are
disclosed below.

(dollars in millions)

December 31, 2010 December 31, 2009___________________________________________ ___________________________________________
Carrying Estimated Carrying Estimated

Value Fair Value Value Fair Value__________________ __________________ __________________ __________________
Assets

Trading assets – derivatives $ 25.7 $ 25.7 $ 44.1 $ 44.1

Derivative counterparty assets at fair value 7.7 7.7 – –

Investments – retained interest in securitizations – – 139.7 139.7

Assets held for sale 1,218.5 1,218.5 343.8 343.8

Loans (excluding leases) 20,680.3 21,356.8 27,279.3 27,279.3

Other assets and unsecured counterparty receivable(1) 1,836.0 1,836.0 2,354.3 2,354.3

Liabilities

Deposits(2) (4,562.7) (4,660.0) (5,253.1) (5,253.1)

Trading liabilities – derivatives (126.3) (126.3) (41.9) (41.9)

Derivative counterparty liabilities at fair value (74.5) (74.5) – –

Long-term borrowings(2) (34,208.1) (36,452.0) (43,441.5) (43,441.5)

Other liabilities(3) (1,769.9) (1,769.9) (1,715.7) (1,715.7)

(1) Other assets subject to fair value disclosure include accrued interest receivable and other receivables, certain investment securities and miscellaneous other
assets whose carrying values approximate fair value.

(2) Deposits and long-term borrowings include accrued interest.

(3) Other liabilities include accrued liabilities and deferred federal income taxes. Accrued liabilities have a fair value that approximates carrying value.

2010

Assumptions used in 2010 to value financial instruments are set
forth below:

Derivatives – the estimated fair values of derivatives were calcu-
lated internally using market data and represent the net amount
receivable or payable to terminate, taking into account current
market rates. See Note 8 — “Derivative Financial Instruments” for
notional principal amounts and fair values.

Investments – retained interests in securitizations – On January 1,
2010, retained interests were eliminated as a result of implement-
ing new consolidation accounting guidance related to VIEs.

Assets held for sale – recorded at lower of cost or fair value on
the balance sheet.

Loans – Since there is no liquid secondary market for most loans
in the company’s portfolio, the fair value is estimated based on
discounted cash flow analysis. In addition to the characteristics of
the underlying contracts, key inputs to the analysis include inter-
est rates, prepayment rates, and credit spreads. For the
commercial loan portfolio, the market based credit spread inputs
are derived from instruments with comparable credit risk charac-
teristics obtained from independent third party vendors. For the
consumer loan portfolio, the discount spread is derived based on
the company’s estimate of a market participant’s required return
on equity that incorporate credit loss estimates based on
expected and current default rates.

Deposits – the fair value of deposits was estimated based upon a
present value discounted cash flow analysis. Discount rates used
in the present value calculation are based on the Company’s
current rates.

Long-term borrowings – Most fixed-rate notes were valued based
on quoted market estimates. Where market estimates were not
available, values were computed using a discounted cash flow
analysis with a discount rate approximating current market rates
for issuances by CIT of similar term debt. The difference between
the carrying values of long-term borrowings reflected in the con-
solidated balance sheets is accrued interest payable.

2009

As a result of CIT’s Reorganization in December 2009 and the
adoption of fresh start accounting at emergence, all assets and
liabilities, other than deferred taxes, were required to be stated
at fair value.

See Note 25 — “Fresh Start Accounting” for further details.

NOTE 11 — STOCKHOLDERS’ EQUITY COMMON STOCK

A 2010 rollforward detailing common stock is presented in the
following table. All capital stock issued prior to bankruptcy,
including previously issued preferred Series A, Series B, Series C
and Series D – TARP and Predecessor Common Stock, including
all options held by employees to purchase Predecessor Common
Stock, were cancelled upon emergence from bankruptcy.
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Number of Shares of Common Stock

Issued Less Treasury Outstanding_____________________ ________________________ _______________________
Common Stock – December 31, 2009 200,035,561 – 200,035,561

Restricted/performance shares issued 655,377 – 655,377

Shares held to cover taxes on vesting restricted shares and other – (227,741) (227,741)_____________________ ________________________ _______________________
Common Stock – December 31, 2010 200,690,938 (227,741) 200,463,197_____________________ ________________________ ____________________________________________ ________________________ _______________________

Accumulated Other Comprehensive Income/(Loss)

Total comprehensive income was $511.6 million for the year
ended December 31, 2010, versus comprehensive income of

$450.8 million before preferred stock dividends in the prior year.
The following table details the components of Accumulated
Other Comprehensive Loss, net of tax:

Accumulated Other Comprehensive Income (Loss) (dollars in millions)

December 31,
2010__________________________

Foreign currency translation adjustments $(12.9)

Changes in benefit plan net gain/(loss) and prior service (cost)/credit 2.8

Unrealized gain on available for sale investments 2.2

Changes in fair values of derivatives qualifying as cash flow hedges (1.7)__________________________
Total accumulated other comprehensive loss $ (9.6)____________________________________________________

The change in foreign currency translation adjustments balance
during 2010 primarily reflects fair value adjustments on the inter-
est component of net investment hedges, particularly against the
British Pound, Euro and Mexican Peso, on an after tax basis. The

change in the fair values of derivatives qualifying as cash flow
hedges related to foreign currency forward contracts that
hedged foreign currency loans to subsidiaries. See Note 8 for
additional information.
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NOTE 12 — REGULATORY CAPITAL

The Company and CIT Bank are each subject to various
regulatory capital requirements administered by the Federal
Reserve Bank (“FRB”) and the Federal Deposit Insurance
Corporation (“FDIC”).

Quantitative measures established by regulation to ensure capital
adequacy require that the Company and CIT Bank each maintain
minimum amounts and ratios of Total and Tier 1 capital to
risk-weighted assets, and of Tier 1 capital to average assets,
subject to any agreement with regulators to maintain higher

capital levels. In connection with becoming a bank holding
company in December 2008, the Company committed to main-
taining a minimum Total Risk Based Capital Ratio of 13%. In
connection with converting to a Utah state bank in December
2008, CIT Bank committed to maintaining for at least three years
a Tier 1 Leverage Ratio of at least 15%.

The calculation of the Company’s regulatory capital ratios are
subject to review and consultation with the Federal Reserve Bank,
which may result in refinements to amounts reported at
December 31, 2010.

Tier 1 Capital and Total Capital Components (dollars in millions)

CIT Group Inc. CIT Bank____________________________________________________________ ____________________________________________________________
December 31, December 31, December 31, December 31,

Tier 1 Capital 2010 2009 2010 2009__________________________ __________________________ __________________________ __________________________
Total stockholders’ equity $ 8,916.0 $ 8,400.0 $1,832.2 $1,615.3

Effect of certain items in accumulated other comprehensive 
loss excluded from Tier 1 Capital (3.3) – (0.1) –__________________________ __________________________ __________________________ __________________________

Adjusted total equity 8,912.7 8,400.0 1,832.1 1,615.3

Less: Goodwill (277.4) (277.4) – –

Disallowed intangible assets (119.2) (225.1) – –

Investment in certain subsidiaries (33.4) (2.8) – –

Other Tier 1 components(1) (65.2) (98.5) (97.8) (171.7)__________________________ __________________________ __________________________ __________________________
Tier 1 Capital 8,417.5 7,796.2 1,734.3 1,443.6

Tier 2 Capital

Qualifying reserve for credit losses 416.2 – 10.7 –

Less: Investment in certain subsidiaries (33.4) – – –

Other Tier 2 components(2) 0.2 – 0.1 –__________________________ __________________________ __________________________ __________________________
Total qualifying capital $ 8,800.5 $ 7,796.2 $1,745.1 $1,443.6__________________________ __________________________ __________________________ ____________________________________________________ __________________________ __________________________ __________________________
Risk-weighted assets $44,176.7 $54,411.3 $3,022.0 $3,209.9__________________________ __________________________ __________________________ ____________________________________________________ __________________________ __________________________ __________________________
Total Capital (to risk-weighted assets):

Actual 19.9% 14.3% 57.7% 45.0%

Required Ratio for Capital Adequacy Purposes 13.0%(3) 13.0%(3) 8.0% 8.0%

Tier 1 Capital (to risk-weighted assets):

Actual 19.1% 14.3% 57.4% 45.0%

Required Ratio for Capital Adequacy Purposes 4.0% 4.0% 4.0% 4.0%

Tier 1 Leverage Ratio:

Actual 16.2% 11.3% 24.2% 15.9%

Required Ratio for Capital Adequacy Purposes 4.0% 4.0% 15.0%(3) 15.0%(3)

(1) Includes the portion of net deferred tax assets that does not qualify for inclusion in Tier 1 capital based on the capital guidelines and the Tier 1 capital
charge for nonfinancial equity investments.

(2) Banking organizations are permitted to include in Tier 2 Capital up to 45% of net unrealized pretax gains on available-for-sale equity securities with readily
determinable fair values.

(3) The Company and CIT Bank each committed to maintaining capital ratios above regulatory minimum levels.



Item 8: Financial Statements and Supplementary Data

CIT ANNUAL REPORT 2010 135

NOTE 13 — EARNINGS PER SHARE

The reconciliation of the numerator and denominator of basic EPS with that of diluted EPS is presented below:

Earnings Per Share (dollars in millions, except per share amount; shares in thousands)

Years Ended December 31_______________________________________________________________________________________________
CIT Predecessor CIT________________ ___________________________________________________

2010 2009 2008________________ ________________ ________________
Earnings / (Loss)

Net income (loss) from continuing operations, before preferred stock dividends $ 516.8 $ 184.3 $ (633.1)

Loss from discontinued operations – – (2,166.4)________________ ________________ ________________
Net income (loss) before preferred stock dividends 516.8 184.3 (2,799.5)

Preferred stock dividends – (188.1) (64.7)________________ ________________ ________________
Net income (loss) (attributable) available to common stockholders – basic $ 516.8 $ (3.8) $(2,864.2)________________ ________________ ________________________________ ________________ ________________
Weighted Average Common Shares Outstanding

Basic shares outstanding 200,201 399,633 259,070

Stock-based awards(1) 374 – –________________ ________________ ________________
Diluted shares outstanding 200,575 399,633 259,070________________ ________________ ________________________________ ________________ ________________
Basic Earnings Per common share data

Income (loss) from continuing operations, after preferred stock dividends $ 2.58 $ (0.01) $ (2.69)

Loss from discontinued operations – – (8.37)________________ ________________ ________________
Net income (loss) $ 2.58 $ (0.01) $ (11.06)________________ ________________ ________________________________ ________________ ________________
Diluted Earnings Per common share data

Income(loss) from continuing operations, after preferred stock dividends $ 2.58 $(0.01) $ (2.69)

Loss from discontinued operations – – (8.37)________________ ________________ ________________
Net income (loss) $ 2.58 $ (0.01) $ (11.06)________________ ________________ ________________________________ ________________ ________________

(1) Represents the incremental shares from in the money non-qualified restricted stock awards and stock options. Weighted average options and restricted
shares that were excluded from diluted per share totaled 0.3 million, none and 16.5 million for the December 31, 2010, 2009 and 2008 periods.

NOTE 14 — OTHER INCOME

The following table sets forth the components of other income:

(dollars in millions)

Years Ended December 31______________________________________________________________________________________________
CIT Predecessor CIT_______________ ___________________________________________________

2010 2009 2008_______________ _______________ _______________
Rental income on operating leases $1,639.7 $1,899.5 $1,965.3

Other:

Recoveries of pre-FSA charge-offs 278.2 – –

Gains (losses) on loan and portfolio sales 251.8 (197.5) 19.8

Gains on sales of leasing equipment 154.6 56.0 173.4

Factoring commissions 145.0 173.5 197.2

Fees, commissions and other revenue 135.6 234.6 227.5

Counterparty receivable accretion 97.4 (285.0) –

Investment (losses) gains 19.2 (58.0) (19.0)

Change in estimated fair value TARP Warrant liability – 70.6 –

Valuation allowance for assets held for sale (8.9) (79.8) (103.9)

Losses on non-qualifying derivatives and foreign currency exchange (70.7) (187.4) –_______________ _______________ _______________
Total other 1,002.2 (273.0) 495.0_______________ _______________ _______________

Total other income $2,641.9 $1,626.5 $2,460.3_______________ _______________ ______________________________ _______________ _______________

CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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NOTE 15 — OTHER EXPENSES

The following table sets forth the components of other expenses:

(dollars in millions)

Years Ended December 31______________________________________________________________________________________________
CIT Predecessor CIT_______________ ___________________________________________________

2010 2009 2008_______________ _______________ _______________
Depreciation on operating lease equipment $ 679.1 $1,141.8 $1,145.2

Salaries and general operating expenses:

Compensation and benefits 571.5 522.5 752.4

Professional fees – other 115.8 125.9 124.6

Technology 75.0 77.0 83.7

Net occupancy expense 48.9 66.8 74.7

Professional fees – Restructuring Plan – 98.4 –

Other expenses 154.9 207.2 245.1_______________ _______________ _______________
Total salaries and general operating expenses 966.1 1,097.8 1,280.5

Provision for severance and facilities exiting activities 52.2 42.9 166.5

Goodwill and intangible assets impairment charges – 692.4 467.8

(Gains) losses on debt and debt-related derivative extinguishments – (207.2) (73.5)_______________ _______________ _______________
Total other expenses $1,697.4 $2,767.7 $2,986.5_______________ _______________ ______________________________ _______________ _______________

NOTE 16 – INCOME TAXES

The provision/(benefit) for income taxes is comprised of the following:

(dollars in millions)

Years Ended December 31____________________________________________________________________________________________
CIT Predecessor CIT_____________ _________________________________________________

2010 2009 2008_____________ _____________ _____________
Current federal income (benefit) tax provision $ (8.6) $ (15.5) $ (27.7)

Deferred federal income tax provision (benefit) 58.5 50.5 (900.8)_____________ _____________ _____________
Total federal income taxes 49.9 35.0 (928.5)_____________ _____________ _____________
Current state and local income taxes 8.1 3.8 21.5

Deferred state and local income taxes (6.7) 18.0 (84.7)_____________ _____________ _____________
Total state and local income taxes 1.4 21.8 (63.2)

Total foreign income taxes 195.6 (188.9) 38.1_____________ _____________ _____________
Total provision/( benefit) for income taxes $246.9 $(132.1) $(953.6)_____________ _____________ __________________________ _____________ _____________
Continuing operations $246.9 $(132.1) $(444.4)

Discontinued operation – – (509.2)_____________ _____________ _____________
Total provision (benefit) for income taxes $246.9 $(132.1) $(953.6)_____________ _____________ __________________________ _____________ _____________
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A reconciliation of the U.S. federal income tax expense rate to the Company’s effective income tax expense rate is as follows:

Percentage of Pretax Income Years Ended December 31
Effective Tax Rate______________________________________________________________________________________________

CIT Predecessor CIT_______________ ___________________________________________________
2010 2009 2008_______________ _______________ _______________

Continuing Operations
Federal income tax rate 35.0% 35.0% 35.0%

Increase (decrease) due to:
State and local income taxes, net of federal income tax benefit 0.8 42.6 4.5

Lower tax rates applicable to non-US earnings (21.1) 518.0 5.1

Foreign income subject to US tax 17.4 134.3 –

International tax settlements (6.7) (39.0) –

Non-deductible goodwill impairment charge – (68.8) (6.2)

Valuation allowance 8.7 1,228.8 –

Cancellation of indebtedness income – (2,122.2) –

Other (1.9) 12.7 2.9_______________ _______________ _______________
Effective Tax Rate – Continuing Operations 32.2% (258.6)% 41.3%_______________ _______________ ______________________________ _______________ _______________
Discontinued Operation
Federal income tax rate n/a n/a 35.0%

Increase (decrease) due to:

State and local income taxes, net of federal income tax benefit n/a n/a 4.2

Valuation allowance n/a n/a (20.9)

Other n/a n/a 0.7_______________ _______________ ______________________________ _______________ _______________
Effective Tax Rate – Discontinued Operation n/a n/a 19.0%_______________ _______________ ______________________________ _______________ _______________
Total Effective tax rate 32.2% (258.6)% 25.4%_______________ _______________ ______________________________ _______________ _______________

The tax effects of temporary differences that give rise to significant portions of deferred income tax assets and liabilities are presented below:

December 31 (dollars in millions)
CIT____________________________________________________

2010 2009________________ ________________
Deferred Tax Assets:
Net operating loss (NOL) carry forwards $ 2,062.1 $ 3,087.6

Loans and direct financing leases 541.9 1,642.6

Unrealized losses on derivatives and investments 194.9 190.0

FSA adjustments – aircraft and rail contracts 167.5 230.0

Accrued liabilities and reserves 157.9 179.9

FSA adjustments – receivables 122.0 260.0

Provision for credit losses 114.0 –

Goodwill and intangibles 100.0 185.0

Alternative minimum tax credits 15.7 118.1

Other 102.7 225.4________________ ________________
Total gross deferred tax assets 3,578.7 6,118.6________________ ________________
Deferred Tax Liabilities:
Debt (886.4) (885.6)

Operating leases (684.5) (308.1)

Securitizations – 91.0

Effects of discharge of Indebtedness – (3,062.6)

Other (135.2) (118.1)________________ _______________________________ _______________
Total deferred tax liabilities (1,706.1) (4,283.4)________________ ________________
Total net deferred tax asset before valuation allowances 1,872.6 1,835.2

Less: Valuation allowances (1,795.1) (1,567.7)________________ ________________
Net deferred tax asset after valuation allowances $ 77.5 $ 267.5________________ ________________________________ ________________

CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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As previously discussed, CIT filed prepackaged voluntary peti-
tions for bankruptcy for relief under the U.S. bankruptcy Code on
November 1, 2009 and emerged from bankruptcy on December 10,
2009. As a consequence of the bankruptcy, CIT realized cancella-
tion of indebtedness income (“CODI”). The Internal Revenue
Service Code generally requires CODI to be recognized and
included in taxable income. However, CODI is not included in
income, if it is realized pursuant to a confirmed plan of reorgani-
zation and certain favorable tax attributes are reduced. CIT tax
attribute reductions included a reduction to the Company’s
federal net operating losses carry-forwards (NOL’s) of approxi-
mately $5.1 billion and the tax bases in its assets by $2.6 billion.
In 2009, the Company established a deferred tax liability of
$3.1 billion to account for the future tax effects of the CODI. Such
deferred tax liability has been applied as a reduction to our NOLs
and the tax carrying value of certain assets.

CIT’s reorganization in 2009 constituted an ownership change
under Section 382 of the Code, which places an annual dollar
limit on the use of NOL carry forwards. There are two relief provi-
sions for limitations on NOL usage in Chapter 11 bankruptcy.
Under one relief provision, Sec. 382(1)(5), the Company would not
have any limitation on its use of NOL carry forwards, but the
amount of the NOL would be calculated without taking into
account deductions for certain interest expense with respect to
notes that were exchanged for equity, effectively reducing the
Company’s NOL by more than $1 billion. In addition, if the
Company under went an ownership change for US tax purposes
within two years of the reorganization, its remaining NOL carry
forwards, if any, would be entirely eliminated. Under the second
relief provision, Sec. 382(l)(6), the amount of NOL the Company
may use annually is limited to the product of a prescribed rate of
return applied against the value of equity immediately after any
ownership change. Based on an equity value determined by the
Company’s opening stock price on December 10, 2009, the
Company estimated its NOL usage would be limited to
$230 million per annum. However, under Sec. 382(1)(6), there is
no reduction in the amount of the NOL for certain interest
expense and the requirement to eliminate unused NOL carry for-
wards upon a change of ownership within two years of the
reorganization does not apply.

With the filing of the 2009 consolidated federal tax return, CIT
elected to apply IRC Sec. 382(l)(6) to the net operating losses
and other tax assets that the Company had prior to its emer-
gence from bankruptcy on December 10, 2009. The election to
apply Sec. 382(l)(6) was made to preserve the greatest amount
of tax attributes. Post emergence tax losses would not be
subject to Section 382 limitations absent an ownership change
for US tax purposes.

As of December 31, 2010, CIT has deferred tax assets totaling
$2.1 billion on its global NOL’s. This deferred tax asset includes
a deferred tax asset of $1.4 billion relating to its cumulative
Federal NOL’s of $4.0 billion, after the CODI reduction
described in the paragraph above. Of the $4.0 billion, approxi-
mately $1.9 billion is related to the pre-emergence period and
$2.1 billion is related to the current year. The Federal NOL’s will

expire in years 2027 through 2030. In addition, the $2.1 billion of
deferred tax assets includes a deferred tax asset of $460 million
relating to cumulative state NOL’s of $9.1 billion of which
$70 million could expire in 2011 and a deferred tax asset of
$211 million relating to cumulative foreign NOL’s of $1.4 billion
that will expire over various periods.

During the fourth quarter, the Company adjusted its pre-emer-
gence Federal NOL resulting in a change to the previous
estimate of $2.6 billion to $1.9 billion. Of the $0.7 billion change
in estimate, approximately 50% reflects the refinement of the
CODI attribute reduction computations and the remainder
relates to income tax reserves established on several pre-emer-
gence uncertain income tax positions (see table below). The
pre-emergence Federal NOL’s are subject to the limitations dis-
cussed above.

The Company could have a potential legal obligation to Tyco
International if it is determined that certain net operating loss
carry forwards that originated prior to CIT’s spin-off from Tyco in
2002 survived the attribute reduction discussed above and the
Company obtained cash tax benefits thereon. “See Note 19 —
Contingencies.”

As a result of continuing operating losses domestically and in
certain foreign jurisdictions, the Company continues to conclude
that it does not currently meet the criteria to recognize federal,
state, and foreign net deferred tax assets. Accordingly, the
Company has established valuation allowances of $1.8 billion and
$1.6 billion against federal, state, and foreign deferred tax assets
at December 31, 2010 and 2009, respectively. The increase is pri-
marily related to valuation allowances against certain
international deferred tax assets.

With respect to the investments in foreign subsidiaries, the
Company reversed, in 2009, its indefinite reinvestment assertions
and recorded deferred tax liabilities on such subsidiaries. This
decision was made because of the uncertainties of the recent
emergence from bankruptcy and the fact that the Company was
still in the early stages of developing its long-term strategic and
liquidity plans. At December 31, 2010, the Company decided to
reassert indefinite reinvestment with respect to the undistributed
earnings of its foreign subsidiaries. As a result, the Company
reversed its deferred tax liability of $10 million, which represented
withholding taxes that would have been incurred in connection
with repatriation of earnings. This $10 million adjustment resulted
in a net benefit in the tax provision for the current year. In addi-
tion, the Company reversed related additional deferred tax
liabilities of approximately $64 million, and recorded an offsetting
adjustment to the valuation allowance for no net impact on the
2010 income tax provision.

As of the end of 2010, deferred federal income taxes have not
been provided on approximately $1.9 billion of cumulative earn-
ings of foreign subsidiaries. The Company has determined that
it has both the intention and ability to reinvest these unremitted
earnings indefinitely. It is not practicable to estimate the
amount of tax that might be payable on these permanently rein-
vested earnings.
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A reconciliation of the beginning and ending amount of unrecog-
nized tax benefits is as follows:

(dollars in millions)

Balance at December 31, 2009 $ 50.1

Additions for tax positions related to current year 9.9

Additions for tax positions related to prior years 409.1

Reductions for tax positions of prior years (2.6)

Settlements and payments (12.2)

Expiration of statutes of limitations (0.1)

Foreign currency revaluation (2.6)___________
Balance at December 31, 2010 $451.6______________________

During the year ended December 31, 2010, the Company recog-
nized an approximate $403.4 million increase in the amount of
unrecognized tax benefits and associated interest and penalties,
net of a $3.4 million decrease attributable to foreign currency
revaluation. The majority of the additions for tax positions related
to prior years relates to an uncertain federal and state tax
position that the Company has taken with respect to the CODI-
related tax basis reductions. As required by ASC 740, the
deferred tax assets shown in the deferred tax asset and liability
table above do not reflect the benefits of this uncertain tax posi-
tion. During the year ended December 31, 2010, the Company
recognized a $1.8 million increase in interest and penalties asso-
ciated with uncertain tax positions, net of a $0.8 million decrease
attributable to foreign currency translation. The Company recog-
nizes accrued interest and penalties on unrecognized tax benefits
in income tax expense.

Of the total unrecognized tax benefits at December 31, 2010 of
$451.6 million, all of it would lower the Company’s effective tax
rate, if realized, prior to adjustment of the Company’s valuation
allowance for net deferred tax assets. The Company believes that
the total unrecognized tax benefits may decrease, in the range of
$0 to $30 million, due to the settlements of audits and the expira-
tion of various statutes of limitations prior to December 31, 2011.
Based on the disclosures made with the 2009 consolidated
federal income tax return, the Company could have significant
future benefits, which have not been recorded in the financial
statements and represents an uncertain tax position.

In 2010, the Company settled Internal Revenue Service examina-
tions for taxable years ending December 31, 1997 through
December 31, 2004. These settlements did not have a material
financial impact. The Company is presently under IRS examina-
tion for the years 2005 through 2008. The Company and its
subsidiaries are under examination in various states, provinces
and countries for years ranging from 1997 through 2007.
Management does not anticipate that these examination results
will have any material financial impact.

NOTE 17 — RETIREMENT, POSTRETIREMENT AND OTHER
BENEFIT PLANS

Retirement and Postretirement Medical and Life Insurance
Benefit Plans

CIT provides various benefit programs, including defined benefit
pension, postretirement healthcare and life insurance, and
defined contribution plans. A summary of major plans is pro-
vided below.

Retirement Benefits

CIT has both funded and unfunded noncontributory defined
benefit pension plans covering certain U.S. and non-U.S. employ-
ees, each of which is designed in accordance with practices and
regulations in the related countries. Retirement benefits under
defined benefit pension plans are based on an employee’s age,
years of service and qualifying compensation.

The Company’s largest plan is the CIT Group Inc. Retirement Plan
(the “Plan”), which accounts for 74% of our total pension pro-
jected benefit obligation at December 31, 2010. The Plan covers
U.S. employees who have completed one year of service and
have attained the age of 21. The Plan has a “cash balance”
formula that became effective January 1, 2001. Active participants
covered by this formula are credited with a percentage (5% to 8%
depending on years of service) of “Benefits Pay” (comprised of
base salary, plus certain annual bonuses, sales incentives and
commissions). Balances accumulated under this formula also
receive periodic interest, subject to certain government limits.
The interest credit was 4.40%, 3.18%, and 4.57% for the years
ended December 31, 2010, 2009, and 2008, respectively. The Plan
also provides traditional pension benefits under the legacy
portion of the Plan to employees who elected not to convert to
the “cash balance” feature. Participants under the legacy portion
represent 67% of the Plan’s aggregate pension benefit obligation
in dollars. The majority of these participants are retirees. Only 8%
of actively employed participants are in the legacy portion.

Effective January 1, 2008, the Plan vesting schedule was
amended from five to three years in accordance with the require-
ments of the Pension Protection Act of 2006. Upon termination
or retirement, vested participants under the “cash balance”
formula have the option of receiving their benefit in a lump sum,
deferring their payment to age 65 or converting their vested
benefit to an annuity.

The Company also maintains a U.S. noncontributory supplemen-
tal retirement plan for participants whose benefit in the Plan is
subject to Internal Revenue Code limitations and an executive
retirement plan, which is closed to new members, which together
aggregate 17% of the total pension projected benefit obligation
at December 31, 2010.

Postretirement Benefits

CIT provides healthcare and life insurance benefits to eligible
retired employees. U.S. retiree healthcare and life insurance
account for 52% and 43% of the total postretirement benefit
obligation, respectively. For most eligible retirees, healthcare is
contributory and life insurance is non-contributory. Participants
generally become eligible for postretirement benefits upon com-
pletion of ten years of continuous service after attaining age 50.
Individuals hired prior to November 1999 generally become eli-
gible after 11 years of continuous service after attaining age 44.
The U.S. retiree healthcare plan pays a stated percentage of
most medical expenses, reduced by a deductible and any pay-
ments made by the government and other programs. The U.S.
retiree healthcare benefit includes a maximum on CIT’s share of
costs for employees who retired after January 31, 2002. All
postretirement plans are funded on a pay-as-you-go basis.

Obligations and Funded Status

In 2010 and 2009, funded plans enjoyed a favorable investment
return due to the rebound in the equity and fixed income
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markets, resulting in a strong increase in the fair value of
plan assets.

In 2008, market conditions caused a dramatic decline in the fair
value of plan assets, resulting in an increase in unfunded amounts
of the retirement plans. The corresponding liability increase was
recognized as a component of Other Comprehensive Income
(after tax) at December 31, 2008, resulting in higher charges to
earnings and higher cash contributions in 2009.

Under fresh start accounting, the accumulated Other
Comprehensive Loss for retirement plans and the accumulated
Other Comprehensive Income for postretirement plans was
eliminated at December 31, 2009.

The following tables set forth changes in benefit obligation, plan
assets, funded status and net periodic benefit cost of the retire-
ment plans and postretirement plans:

Retirement Benefits Postretirement Benefits_______________________________________________ _____________________________________________
(dollars in millions) 2010 2009 2010 2009_____________ _____________ ___________ ___________
Change in benefit obligation

Benefit obligation at beginning of year $ 405.1 $ 399.9 $ 49.6 $ 50.8

Service cost 14.7 18.8 1.0 1.1

Interest cost 22.6 24.1 2.6 3.1

Actuarial loss/(gain) 13.9 ( 0.1) (3.1) (2.0)

Benefits paid (28.1) (38.8) (4.6) (5.6)

Other(a) (2.2) 1.2 2.4 2.2_____________ _____________ ___________ ___________
Benefit obligation at end of year 426.0 405.1 47.9 49.6_____________ _____________ ___________ ___________
Change in plan assets

Fair value of plan assets at beginning of period 265.9 188.6 – –

Actual return on plan assets 33.2 56.3 – –

Employer contributions 22.3 58.3 2.2 3.4

Benefits paid (28.1) (38.7) (4.6) (5.6)

Other(a) (1.0) 1.4 2.4 2.2_____________ _____________ ___________ ___________
Fair value of plan assets at end of period 292.3 265.9 – –_____________ _____________ ___________ ___________
Funded status at end of year(b)(c) $(133.7) $(139.2) $(47.9) $(49.6)_____________ _____________ ___________ ________________________ _____________ ___________ ___________

(a) Consists of any of the following: plan participants’ contributions, amendments, acquisition/transferred liabilities, plan settlements and curtailments, termina-
tion benefits, retiree drug subsidy, and currency translation adjustments.

(b) These amounts were recognized as liabilities in the Consolidated Balance Sheet at December 31, 2010 and 2009.

(c) Company assets of $95.3 million related to the non-qualified U.S. executive retirement plan obligation are not included in plan assets but related liabilities
are in benefit obligation.

The amount recognized in accumulated Other Comprehensive
Income for the year ended December 31, 2010 was $1.7 million
and $2.9 million for retirement benefits and postretirement
benefits, respectively. The accumulated benefit obligation for all

defined benefit pension plans was $407.4 million and $380.7
million, at December 31, 2010 and 2009, respectively.

Information for those defined benefit plans with an accumulated
benefit obligation in excess of plan assets is as follows:

December 31 (dollars in millions)

2010 2009____________ ____________
Projected benefit obligation $409.7 $389.2

Accumulated benefit obligation 391.1 364.9

Fair value of plan assets 271.7 248.9
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The net periodic benefit cost and other amounts recognized in Other Comprehensive Income consisted of the following:

Retirement Benefits Postretirement Benefits__________________________________________________________ _______________________________________________________
(dollars in millions) 2010 2009 2008 2010 2009 2008_____________ ____________ ___________ __________ __________ __________
Service cost $ 14.7 $ 18.8 $ 21.9 $ 1.0 $ 1.1 $ 1.2

Interest cost 22.6 24.1 24.8 2.6 3.1 3.3

Expected return on plan assets (17.6) (18.6) (19.9) – – –

Amortization of prior service cost – 2.1 2.4 – – (0.1)

Amortization of net loss/(gain) – 14.7 1.3 (0.1) (0.1) (0.2)

Settlement and curtailment (gain)/loss (0.2) (0.4) 5.4 – (0.1) 0.3

Termination benefits – 0.4 0.9 – – –_____________ ____________ ___________ __________ __________ __________
Net periodic benefit cost 19.5 41.1 36.8 3.5 4.0 4.5_____________ ____________ ___________ __________ __________ __________

Other Changes in Plan Assets and Benefit Obligations Recognized in Other Comprehensive Income

Net (gain)/loss (1.7) (38.8) 112.0 (2.9) (2.0) (1.3)

Prior service cost (credit) – – (2.2) – – 0.1

Amortization, settlement or curtailment recognition
of net gain/(loss) 0.1 (14.7) (1.6) – 0.1 0.2

Amortization, settlement or curtailment recognition
of prior service (cost)/credit – (2.1) (5.2) – – 0.2

Impact of fresh-start accounting – (99.0) – – 2.2

Currency translation adjustment – – (0.1) – – –_____________ ____________ ___________ __________ __________ __________
Total recognized in OCI (1.6) (154.6) 102.9 (2.9) 0.3 (0.8)_____________ ____________ ___________ __________ __________ __________
Total recognized in net periodic benefit cost and OCI $(17.9) $(113.5) $139.7 $ 0.6 $ 4.3 $ 3.7_____________ ____________ ___________ __________ __________ _______________________ ____________ ___________ __________ __________ __________

Assumptions

Discount rate assumptions used for pension and post-retire-
ment benefit plan accounting reflect prevailing rates available
on high-quality, fixed-income debt instruments with maturities
that match the benefit obligation. The rate of compensation
used in the actuarial model is based upon our long-term plans
for any increases, taking into account both market data and his-
torical increases.

Expected long-term rate of return assumptions on assets are
based on projected asset allocation and historical and expected
future returns for each asset class. Independent analysis of histor-
ical and projected asset returns, inflation, and interest rates are
provided by our investment consultants and actuaries as part of
our assumptions process.

The weighted average assumptions used in the measurement of
benefit obligations are as follows:

Retirement Benefits Postretirement Benefits_______________________________________________ _____________________________________________
2010 2009 2010 2009_____________ _____________ ___________ ___________

Discount rate 5.47% 5.96% 5.25% 5.75%

Rate of compensation increases 3.00% 3.95% 3.00% 4.00%

Health care cost trend rate

Pre-65 n/a n/a 8.00% 8.20%

Post-65 n/a n/a 8.40% 8.70%

Ultimate health care cost trend rate n/a n/a 4.50% 4.50%

Year ultimate reached n/a n/a 2029 2029

The weighted average assumptions used to determine net periodic benefit costs for the years ended December 31, 2010 and 2009 are as
follows:

Retirement Benefits Postretirement Benefits_______________________________________________ _____________________________________________
2010 2009 2010 2009_____________ _____________ ___________ ___________

Discount rate 5.96% 6.21% 5.75% 6.26%

Expected long-term return on plan assets 6.92% 7.71% n/a n/a

Rate of compensation increases 3.95% 4.40% 4.00% 4.50%
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Quoted
Prices

in Active
Markets for Significant Significant

Identical Observable Unobservable
Assets Inputs Inputs

(dollars in millions) Total (Level 1) (Level 2) (Level 3)____________ _____________________ _____________________ _________________________
Cash and cash equivalents $ 7.7 $ 7.7 $ – $ –

Mutual Funds 115.9 115.9 – –

Common Collective Trusts 67.4 – 67.4 –

Separate Accounts 56.7 – 56.7 –

Other types of investments:

Partnerships 6.6 – 6.6 –

Unitized Insurance Fund 19.6 19.6 – –

Hedge funds 18.2 – – 18.2

Insurance contracts 0.2 – – 0.2____________ _____________________ _____________________ _________________________
Total assets at fair value $292.3 $143.2 $130.7 $18.4____________ _____________________ _____________________ _____________________________________ _____________________ _____________________ _________________________

The table below sets forth asset fair value measurements at December 31, 2009:
Quoted

Prices
in Active

Markets for Significant Significant
Identical Observable Unobservable

Assets Inputs Inputs
(dollars in millions) Total (Level 1) (Level 2) (Level 3)____________ _____________________ _____________________ _________________________
Cash and cash equivalents $ 1.5 $ 1.5 $ – $ –

Mutual Funds 125.5 125.5 – –

Common Collective Trusts 42.4 – 42.4 –

Separate Accounts 55.2 – 55.2 –

Other types of investments:

Partnerships 6.1 – 6.1 –

Unitized Insurance Fund 16.6 16.6 – –

Hedge funds 18.1 – – 18.1

Insurance contracts 0.5 – – 0.5____________ _____________________ _____________________ _________________________
Total assets at fair value $265.9 $143.6 $103.7 $18.6____________ _____________________ _____________________ _____________________________________ _____________________ _____________________ _________________________

Healthcare rate trends have a significant effect on healthcare plan
costs. We use both external and historical data to determine health-
care rate trends. An increase (decrease) of one-percentage point in
assumed healthcare rate trends would increase (decrease) the
postretirement benefit obligation by $1.5 million and ($1.3 million),
respectively. The service and interest cost are not material.

Plan Assets

CIT maintains a “Statement of Investment Policies and
Objectives” which specifies guidelines for the investment, super-
vision and monitoring of pension assets in order to manage our
objective of ensuring sufficient funds to finance future retirement
benefits. The asset allocation policy allows assets to be invested
between 55% to 70% in Equities and 25% to 45% in Fixed-
Income. The policy allows for diversifying investments in other
asset classes or securities such as Hedge Funds, Real Estate and
Commodities, as approved by the Investment Committee. The
policy provides specific guidance on asset class objectives, fund
manager guidelines and identification of prohibited and
restricted transactions. It is reviewed periodically by our
Investment Committee and external investment consultants.

Members of the Investment Committee are appointed by the
Chief Executive Officer and include the Chief Financial Officer,
General Counsel, and other senior executives.

There were no direct investments in equity securities of CIT or its
subsidiaries included in pension plan assets in any of the years
presented.

Plan investments are stated at fair value. Equity securities are
valued at the last trade price at the primary exchange close time
on the last business day of the year (Level 1). Registered
Investment Companies are valued at the daily net asset value of
shares held at year-end (Level 1). Corporate and government
debt are valued based on institutional bid data from contracted
vendors. Vendors use observable market-based data to evaluate
prices (Level 2). If observable market-based data is not available,
other inputs such as extrapolated data, proprietary models, and
indicative quotes are used to arrive at estimated prices a dealer
would pay for the security (Level 3).

The table below sets forth asset fair value measurements at
December 31, 2010:
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Contributions

The Company’s policy is to make contributions to the extent they
exceed the minimum required by laws and regulations, are con-
sistent with our objective of ensuring sufficient funds to finance
future retirement benefits and are tax deductible. Contributions
are charged to Salaries and Employee Benefits Expense over the
expected average remaining service period of employees
expected to receive benefits. During 2011, CIT currently expects
to make a contribution of approximately $37 million to the U.S.

Retirement Plan in accordance with our funding policy. For all
other plans, CIT currently expects to contribute $11 million
during 2011.

Estimated Future Benefit Payments

The following table depicts benefits projected to be paid from
plan assets or from the Company’s general assets calculated
using current actuarial assumptions. Actual benefit payments may
differ from projected benefit payments.

The table below sets forth changes in the fair value of the Plan’s level 3 assets for the year ended December 31, 2010:

Hedge Insurance
(dollars in millions) Total Funds Contracts___________ _____________ __________________
Balance at 12/31/09 $18.6 $18.1 $0.5

Actual return on plan assets – – –

Assets held at 12/31/10 1.6 1.6

Assets sold during the year – – –

Purchases, sales, and settlements, net (0.3) – (0.3)

Transfers in or out of Level 3 (1.5) (1.5)___________ _____________ __________________
Balance at December 31, 2010 $18.4 $18.2 $0.2___________ _____________ _____________________________ _____________ __________________

Gross
Retirement Postretirement Medicare

For the years ended December 31 (dollars in millions) Benefits Benefits Subsidy____________________ ___________________________ _________________
2011 $ 23.3 $ 3.8 $(0.4)

2012 24.2 3.8 (0.4)

2013 25.3 3.8 (0.4)

2014 27.1 3.9 (0.5)

2015 28.7 3.8 (0.5)

2016–2020 162.6 18.6 (1.5)

Savings Incentive Plan

CIT has a number of defined contribution retirement plans
covering certain of its U.S. and non-U.S. employees designed in
accordance with conditions and practices in the countries con-
cerned. The U.S. plan, which qualifies under section 401(k) of the
Internal Revenue Code, is the largest and accounts for 71% of our
total defined contribution retirement expense for the year ended
December 31, 2010. Generally, employees may contribute a
portion of their salary and bonus, subject to regulatory limits and
plan provisions, and we match these contributions up to a thresh-
old. The cost of these plans aggregated $15.6 million, $17.8
million and $24.7 million for the years ended December 31, 2010,
2009, and 2008.

Annual Incentive Program

Annual discretionary incentive pools approved for 2010 perform-
ance as of December 31, 2010 included long term incentive
awards in the form of $66.1 million of cash incentives, and
restricted stock units. No discretionary annual incentive payments
were awarded for the year ended December 31, 2009 other than
for a small number of eligible participants with previously com-
mitted incentives or special awards. For 2008, incentive payments
totaled $58.6 million to eligible employees. Annual incentives are
generally granted in cash and equity based long term incentive
awards to eligible employees under a combination of corporate
and sales incentive plans. Payments depend, in part, on corpo-
rate and business financial performance, a variety of subjective

factors and individual participant responsibilities and perform-
ance during the fiscal period. Aggregate incentive pools are
subject to review and approval by the Compensation Committee
of the Board.

The Company also maintains sales incentive plans which cover
eligible members of our sales force. These plans pay on a
monthly or quarterly schedule based on commission and funding
formulas. These also include annual plans, which fund formu-
laically but pay on a discretionary basis and may include long
term restricted stock unit awards. The cost of the cash incentives
paid under these sales incentive programs in 2010, 2009 and 2008
were $21.4 million, $22.2 million and $99.9 million, respectively.

Stock-Based Compensation

In December 2009, the Company adopted the Amended and
Restated CIT Group Inc. Long-Term Incentive Plan (the “LTIP”),
which provides for grants of stock-based awards to employees,
executive officers and directors, and replaced the Predecessor CIT
Group Inc. Long-Term Incentive Plan (the “Prior Plan”). The number
of shares of common stock that may be issued for all purposes
under the LTIP is 10,526,316. The LTIP was approved pursuant to the
Modified Second Amended Prepackaged Reorganization Plan of
CIT Group Inc. and CIT Group Funding Company of Delaware LLC
and does not require shareholder approval.

Compensation expense related to equity-based awards are meas-
ured and recorded in accordance with FASB ASC Topic 718 (“ASC
718”). The fair value of stock option and stock purchase equity
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awards are measured at the date of grant using a Black-Scholes
option pricing model, and the fair value of restricted stock awards
is based on the fair market value of CIT’s common stock on the
date of grant.

During 2009, all equity-based awards with respect to pre-emer-
gence Common Stock issued under employee incentive plans
were cancelled. The cancellation was treated as a settlement for
no consideration and $29.0 million of compensation cost was
accelerated during the reorganization period.

Stock Options

During 2010, no stock options were granted to employees and
44,019 options were granted to directors. These options have an
exercise price equal to the fair market value of the Company’s
common stock on the date of grant. The aggregate number of
options granted to directors includes 2,416 issued in lieu of cash
compensation, which become exercisable on the first anniversary
of the grant date, and 41,603 options granted upon joining the
Board, which become exercisable one-third per year over a three-
year period. Stock options are scheduled to expire seven years
from the date of grant.

There were no stock options exercised during 2010. The intrinsic
value of options outstanding and exercisable as of December 31,
2010 was $1.1 million and $0.3 million respectively.

After the Company’s emergence from bankruptcy, options were
granted to members of the Board during December 2009 under
the LTIP. Prior to the bankruptcy, options were granted to
members of the Board under the Prior Plan, with terms similar to
those described above.

Stock Options were granted to employees in 2009 under the Prior
Plan, with a vesting schedule of one third per year for three years,
a 7-year term from the date of grant, and with exercise prices
equal to the fair market value of the common stock on each
respective grant date.

Stock options granted under the Prior Plan in 2009, totaled
4,285,302 to employees for annual long-term incentives and
537,738 to members of the Board. The aggregate amount
granted to Directors includes 14,151 options pursuant to individ-
ual director elections to receive options in lieu of all or a portion
of the annual cash retainer, 429,247 pursuant to annual awards,
and 94,340 pursuant to initial awards granted upon new members
joining the Board. These stock options, to both employees and
directors, were cancelled in the reorganization. No stock options
were exercised during 2009.

Salaries and general operating expenses included $0.6 million of
compensation expense related to employee stock option plans
($0.4 million after tax) for the year ended December 31, 2010,
and $13.5 million ($7.9 million after tax, $0.03 EPS) for 2009, and
$21.7 million ($12.5 million after tax, $0.05 EPS) for 2008 for
employee stock option plans and employee stock purchase
plans. Compensation expense is recognized over the vesting
period (requisite service period), which is generally three years,
under the graded vesting method, whereby each vesting tranche
of the award is amortized separately as if each were a separate
award. Valuation assumptions for new equity awards are estab-
lished at the start of each fiscal year.

Stock option information is presented below:

For the years ended December 31,
2010 2009_____________________________________________________ _____________________________________________________

Weighted Weighted
Average Average
Price Per Price Per

Options Option Options Option____________________ _________________ ____________________ _________________
Outstanding at beginning of period 30,024 $27.50 16,646,479 $31.73

Granted to Employees – – 4,285,302 2.29

Granted to Directors 44,019 33.27 537,738 3.19

Exercised – – – –

Forfeited (5,943) 32.82 (21,469,519) 25.14

Outstanding at December 10, 2009(1) – – – –

Granted – December 18, 2009(2) – – 30,024 27.50____________________ ____________________
Outstanding at end of period 68,100 30.76 30,024 27.50

Options exercisable at end of period 15,308 27.62 – –____________________ ____________________
Options unvested at end of period 52,792 $31.68 30,024 $27.50____________________ ________________________________________ ____________________

(1) The Effective Date of the Modified Second Amended Prepackaged Reorganization Plan of CIT Group Inc. and CIT Group Funding Company of
Delaware LLC.

(2) Stock options were granted under the LTIP to four new members of the Board of Directors on December 18, 2009.
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The weighted average fair value of new options granted under
the LTIP was $15.98 and $13.12 for the years ended December 31,
2010 and 2009, respectively, and $1.45 for new options granted
under the Prior Plan during 2009. The fair value of new options

granted was determined at the date of grant using the Black-
Scholes option-pricing model, based on the following
assumptions.

Expected Average Expected
Option Dividend Volatility Risk Free

Life Range Yield Range Interest Rate_____________________________ ________________ ______________________________ _________________________
2010

January/February, 2010 – Director Grant 4.00 – 5.00 Years – 56.86% – 56.96% 1.78% – 2.45%

May, 2010 – Director Grant 3.50 Years – 67.89% 1.59%

October, 2010 – Director Grant 3.50 Years – 68.77% 0.73%

2009

Successor CIT

December, 2009 – Director Grant 4.00 – 5.00 Years – 56.7% 1.81% – 2.30%

Predecessor CIT – all cancelled

January, 2009 2.83 – 4.83 Years 3.49% 96.5% – 108.1% 1.05% – 1.57%

January, 2009 – Section 16b (executive officers) 4.75 – 5.58 Years 3.49% 94.0% – 96.9% 1.55% – 1.73%

May, 2009 – Director Grant 4.75 – 5.58 Years – 96.2% – 99.7% 1.94% – 2.21%

For options granted after December 10, 2009, the simplified
method specified by the SEC’s Staff Accounting Bulletin No. 107
was used to determine the expected life of stock options. For
options granted during 2009 prior to December 10, 2009,
expected life reflects a blending of historical experience with the
average of the shortest and longest time remaining to exercise
vested options outstanding. The expected term was equal to the
vesting period of the options plus 22 months for grants made in
2009 to employees other than 16(b) officers (selected senior exec-
utives). Since each vesting segment was valued separately, the
expected term assumptions were 34, 46, and 58 months for those
that vest in one, two and three years respectively. For 16(b) offi-
cers, the expected life assumptions were 57 months, 62 months
and 67 months and were based on the average of the longest
and shortest possible exercise periods for each tranche.

The entire cost of options granted is immediately recognized for
those employees who are retirement eligible at the grant date.
For options granted to employees who will reach retirement eligi-
bility within the three year vesting period, the cost of the grants is
amortized from the grant date through retirement eligibility date.

For options granted after December 10, 2009, CIT estimated
volatility for each vesting tranche using the average of the weekly
historical stock volatility for S&P 500 Banks calculated over three
years through grant date of each award. For options granted
during 2009 prior to December 10, 2009, the volatility assumption
was equal to CIT’s historical volatility using weekly closing prices
for the period commensurate with the expected option term,
averaged with the implied volatility for CIT’s publicly traded
options. The individual yield reflected the Company’s current divi-
dend yield. The risk free interest rate reflected the implied yield
available on U.S. Treasury zero-coupon issues (as of the grant
date for each grant) with a remaining term equal to the expected
term of the options. CIT assumed an annual forfeiture rate of 0%
for all stock option grants to Directors during 2010 due to the
change in composition of the directors and the low historical
forfeiture rate for directors.

The following table summarizes additional information about
stock options outstanding at December 31, 2010:

Options Outstanding Options Exercisable_______________________________________________________________________________________ _________________________________________________

Weighted
Remaining Weighted Weighted

Average Average Average
Number Contractual Exercise Number Exercise

Range of Exercise Price Outstanding Life Price Exercisable Price_______________________ _____________________ __________________ _____________________ ___________________
$25.00 - $30.00 30,024 5.2 $27.50 15,009 $27.50

$30.00 - $35.00 35,660 6.0 $32.82 299 $33.55

$35.00 - $40.00 1,283 6.4 $38.58 – –

$40.00 - $45.00 1,133 6.8 $43.70 – –_______________________ _____________________
68,100 15,308_______________________ ____________________________________________ _____________________

The unrecognized pretax compensation cost related to employee stock options was $0.4 million at December 31, 2010, which is expected
to be recognized in earnings over a weighted-average period of two years.



146 CIT ANNUAL REPORT 2010

CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the years ended December 31,
2010__________________________________________________________________________________________________________________________

Stock-Settled Awards Cash-Settled Awards______________________________________________________ ______________________________________________________
Weighted Weighted

Average Average
Number of Grant Date Number of Grant Date

Shares Value Shares Value____________________ ____________________ ____________________ ____________________
Unvested at beginning of period 10,004 $27.50 – n/a

Stock Salary – granted to employees 127,702 38.46 – n/a

RSUs – granted to employees 1,160,354 36.48 – n/a

RSUs – granted to directors 18,526 38.15 15,802 $38.44

Restricted stock – granted to directors 14,845 33.45 – n/a

Forfeited / cancelled (83,648) 36.21 – n/a

Vested / settled awards (655,377) 36.22 (1,362) 38.58

Vested / unsettled Stock Salary Awards (121,706) 38.59 – n/a____________________ ____________________
Unvested at end of period 470,700 $36.65 14,440 $38.42____________________ ________________________________________ ____________________

2009__________________________________________________________________________________________________________________________
Stock-Settled Awards Cash-Settled Awards______________________________________________________ ______________________________________________________

Weighted Weighted 
Average Average

Number of Grant Date Number of Grant Date
Shares Value Shares Value____________________ ____________________ ____________________ ____________________

Unvested Restricted Shares / Units at beginning of period 3,419,801 $ 9.06 1,501,266 $16.03

Unvested Performance Shares at beginning of period 1,064,203 55.28 – n/a

RSUs – granted to employees 655,022 2.29 – n/a

Restricted stock – granted to directors 167,401 3.19 – n/a

Forfeited / cancelled Restricted Shares / Units (4,040,039) 7.29 – n/a

Forfeited / cancelled Performance Shares (1,064,203) 55.28 (1,240,444) 15.33

Vested (202,185) 17.61 (260,822) 19.28____________________ ____________________
Unvested at December 10, 2009(1) – n/a – n/a

Granted to Directors – December 18, 2009(2) 10,004 27.50 – n/a____________________ ____________________
Unvested at end of period (Successor CIT) 10,004 $27.50 – n/a____________________ ________________________________________ ____________________

(1) The Effective Date of the Modified Second Amended Prepackaged Reorganization Plan of CIT Group Inc. and CIT Group Funding Company of Delaware LLC.

(2) Restricted stock was granted under the LTIP to four new members of the Board of Directors on December 18, 2009.

Restricted Stock / Units

Restricted Stock Units (“RSUs”) were granted to employees during
2010 as part of the retention program described in this note
below under the heading “Retention Program.” RSUs for middle
to senior level employees vested in June and December 2010, and
RSUs for selected senior executives are scheduled to vest one half
on each of the first and third anniversaries of the grant date. No
other RSUs were granted to employees during 2010.

RSUs and restricted stock granted to directors under the LTIP
during 2010 and during December 2009 generally were sched-
uled to vest one third per year for three years. Vested stock
awards that were scheduled to remain subject to transfer restric-
tions through the first anniversary of the grant date were granted
to a limited number of executive officers as Stock Salary, and to
certain members of the Board who elected to receive stock in lieu
of cash compensation for their retainer.

RSUs granted to employees and restricted stock granted to members
of the Board during 2009 under the Prior Plan generally were sched-
uled to vest either one third per year for three years or 100% after
three years. Vested stock awards that were scheduled to remain
subject to transfer restrictions through the first anniversary of the grant

date were granted to certain members of the Board who elected to
receive stock in lieu of cash compensation for their retainer.

Certain RSUs granted to employees and directors during 2010 and
2009 under the LTIP and Prior Plan that were designed to settle in
cash, including awards described as Restricted Cash Units in prior
years, are accounted for as “liability” awards as prescribed by ASC
718. The values of these cash-settled RSUs are re-measured at the
end of each reporting period until the award is settled.

All restricted stock and RSUs issued under the Prior Plan were
cancelled in the reorganization.

No Performance Shares were awarded during 2010 and 2009.

For the years ended December 31, 2010 and 2009, $30.6 million
and $10.1 million, respectively, are included in Salaries and
general operating expenses related to restricted stock and RSUs.

The fair value of restricted stock and RSUs that vested and settled
in stock during 2010 and 2009 was $26.4 million and $0.5 million,
respectively. The fair value of RSUs that vested and settled in cash
during 2010 and 2009 was $0.1 million and $0.7 million, respectively.

The following tables summarize restricted stock and RSU activity
for 2010 and 2009:
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Other Long-Term Incentives

Certain eligible employees were awarded long-term incentives
during 2009 in the form of deferred cash payments. Deferred
cash awards generally entitle recipients to a fixed cash payment
either on the second or third anniversary of the date of grant,
subject to continued employment with CIT through the payment
date. Deferred cash payments of $5.4 million payable in three
years and $18.9 million for retention purposes payable in two
years were awarded for the year ended December 31, 2009. The
amount of compensation expense recognized during 2009 related
to deferred cash awards was $10.7 million.

Retention Program

On February 25, 2010, the Board of Directors approved a reten-
tion program for which approximately 3,300 employees were
eligible to participate. Retention awards of $62 million were
granted on March 16, 2010. For middle to senior level employees,
the retention award was paid via a combination of cash and
restricted stock units that vested in June and December 2010.
Selected senior executives will receive the retention award
entirely in restricted stock units that will vest in one and
three years.

NOTE 18 — COMMITMENTS

The accompanying table summarizes credit-related commitments, as well as purchase and funding commitments:

Commitments (dollars in millions)

December 31, 2009_______________________________________________________________________________ December 31, 
Due to Expire 2008_____________________________________________ ______________________________

Within After Total Total
One Year One Year Outstanding Outstanding_________________ _________________ _______________________ ______________________________

Financing Commitments

Financing and leasing assets $ 285.3 $2,121.2 $2,406.5 $3,735.8

Vendor receivables – – – 889.1

Letters of credit and acceptances

Standby letters of credit 68.8 215.9 284.7 539.2

Other letters of credit 86.6 12.4 99.0 139.2

Guarantees

Deferred purchase credit protection agreements 1,667.9 – 1,667.9 1,376.4

Guarantees, acceptances and other recourse obligations 14.1 11.7 25.8 20.2

Purchase and Funding Commitments

Aerospace and other manufacturer purchase commitments 796.6 4,904.8 5,701.4 4,777.3

Other

Liabilities for unrecognized tax benefits 30.0 421.6 451.6 50.1

Financing Commitments

Financing commitments, referred to as loan commitments, or
lines of credit, are agreements to lend to customers, subject to
the customers’ compliance with contractual obligations. In addi-
tion to the amounts in the preceding table, if customers are in
compliance with contractual obligations, CIT has committed to
fund an additional $1.0 billion as of December 31, 2010. As these
commitments are not typically fully drawn, may expire unused, be
reduced or cancelled at the customer’s request and require the
customer to be in compliance with certain conditions, total com-
mitment amounts do not necessarily reflect actual future cash
flow requirements. During 2010, certain vendor receivables were
sold, along with all associated commitments.

At December 31, 2010, substantially all financing commitments
were senior facilities, with approximately 50% secured by equip-
ment or other assets and the remainder comprised of unsecured
facilities relying upon cash-flow or enterprise value. The vast
majority of these commitments are syndicated transactions. CIT is
lead agent in 36% of the facilities. Most of our undrawn and avail-
able financing commitments are in Corporate Finance. The top
ten undrawn commitments totaled $389 million.

The table above excludes unused cancelable lines of credit to
customers in connection with select third-party vendor programs,
which may be used solely to finance additional product pur-
chases. These uncommitted lines of credit can be reduced or
canceled by CIT at any time without notice. Management’s expe-
rience indicates that customers related to vendor programs
typically exercise their line of credit only when they need to pur-
chase new products from a vendor and do not seek to exercise
their entire available line of credit at any point in time.

Letters of Credit

In the normal course of meeting the needs of clients, CIT some-
times enters into agreements to provide financing and letters of
credit. Standby letters of credit obligate the issuer of the letter of
credit to pay the beneficiary if a client on whose behalf the letter
of credit was issued does not meet its obligation. These financial
instruments generate fees and involve, to varying degrees,
elements of credit risk in excess of amounts recognized in the
Consolidated Balance Sheets. To minimize potential credit risk,
CIT generally requires collateral and in some cases additional
forms of credit support from the client.
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Deferred Purchase Agreements

A Deferred Purchase Agreement (“DPA” or “DPAs”) is provided
in conjunction with factoring, whereby CIT provides a client with
credit protection for trade receivables without purchasing the
receivables. The trade terms are generally sixty days or less. If
the client’s customer is unable to pay an undisputed receivable
solely as the result of credit risk, then CIT purchases the receiv-
able from the client. The outstanding amount of DPAs is the
maximum potential exposure that CIT would be required to pay
under all DPAs. This maximum amount would only occur if all
receivables subject to DPAs default in the manner described
above, thereby requiring CIT to purchase all such receivables
from the DPA clients.

The maximum potential exposure amount has increased primarily
as the result of receivables submitted to CIT from clients that
have been in DPAs for some time and is generally not the result
of CIT’s entering into new DPAs with new clients or existing fac-
toring clients. The methodology used to determine the DPA
liability is similar to the methodology used to determine the
allowance for loan losses associated with the finance receivables,
which reflects embedded losses based on various factors, includ-
ing expected losses reflecting our internal customer and facility
credit ratings. CIT had a liability recorded in Other Liabilities
related to the DPAs that totaled $4.2 million and $7.8 million at
December 31, 2010 and December 31, 2009, respectively.

Purchase and Funding Commitments

CIT’s firm purchase commitments relate predominantly to pur-
chases of commercial aircraft. Commitments to purchase new
commercial aircraft are primarily with Airbus Industries and The
Boeing Company. Aerospace equipment purchases are con-
tracted for specific models, using baseline aircraft specifications
at fixed prices, which reflect discounts from fair market purchase
prices prevailing at the time of commitment. The delivery price of
an aircraft may change depending on final specifications.
Equipment purchases are recorded at delivery date. Commitment
amounts in the preceding table are based on contracted pur-
chase prices less pre-delivery payments to date and exclude
buyer furnished equipment selected by the lessee. Pursuant to
existing contractual commitments, 111 aircraft remain to be
purchased, including a December 2010 order commitment for
38 new Boeing aircraft. Aircraft deliveries are scheduled periodi-
cally through 2018. Commitments exclude unexercised options to
purchase aircraft. Other manufacturing purchase commitments
relate to rail equipment; there were no rail purchase commit-
ments at December 31, 2010 and amounts were not significant
last year. See Note 25 for additional information on the 2009
valuation of aerospace commitments.

NOTE 19 — CONTINGENCIES

CIT is currently involved, and from time to time in the future may
be involved, in a number of judicial, regulatory, and arbitration
proceedings relating to matters that arise in connection with the
conduct of its business (collectively, “Litigation”), certain of which
Litigation matters are described below. In view of the inherent
difficulty of predicting the outcome of Litigation matters, particu-
larly when such matters are in their early stages or where the
claimants seek indeterminate damages, CIT cannot state with
confidence what the eventual outcome of the pending Litigation
will be, what the timing of the ultimate resolution of these

matters will be, or what the eventual loss, fines, or penalties
related to each pending matter may be. In accordance with appli-
cable accounting guidance, CIT establishes reserves for Litigation
when those matters present loss contingencies as to which it is
both probable that a loss will occur and the amount of such loss
can be estimated. Based on currently available information, CIT
believes that the results of Litigation that is currently pending,
taken together, will not have a material adverse effect on the
Company’s financial condition, but may be material to the
Company’s operating results or cash flows for any particular
period, depending in part on its operating results for that period.
The actual results of resolving such matters may be substantially
higher than the amounts reserved.

For certain Litigation matters in which the Company is involved,
the Company is able to estimate a range of reasonably possible
losses in excess of the loss amount accrued. For other matters for
which a loss is probable or reasonably possible, such an estimate
is not reasonably possible. For Litigation where an estimate is pos-
sible, management currently estimates the aggregate range of
reasonably possible losses as up to $75 million in excess of
established reserves, or insurance related to those matters. This
estimated range of reasonably possible losses represents the esti-
mated possible losses (in excess of established reserves and other
amounts referenced above) over the life of such Litigation, which
may span a currently indeterminable number of years, and is
based on information currently available as of December 31, 2010.
The matters underlying the estimated range will change from time
to time, and actual results may vary significantly from this esti-
mate. Those Litigation matters for which an estimate is not
reasonably possible or as to which a loss does not appear to be
reasonably possible, based on current information, are not
included within this estimated range and, therefore, this estimated
range does not represent the Company’s maximum loss exposure.

SECURITIES CLASS ACTION

In July and August 2008, two putative class action lawsuits were
filed in the United States District Court for the Southern District
of New York (the “New York District Court”) on behalf of CIT’s
pre-reorganization stockholders against CIT, its former CEO and
its former CFO. In August 2008, a putative class action lawsuit
was filed in the New York District Court by a holder of CIT-PrZ
equity units against CIT, its former CEO, former CFO, former
Controller and certain members of its current and former Board
of Directors. In May 2009, the Court consolidated these three
shareholder actions into a single action and appointed
Pensioenfonds Horeca & Catering as Lead Plaintiff to represent
the proposed class, which consists of all acquirers of CIT common
stock and PrZ preferred stock from December 12, 2006 through
March 5, 2008, who allegedly were damaged, including acquirers
of CIT-PrZ preferred stock pursuant to the October 17, 2007
offering of such preferred stock.

In July 2009, the Lead Plaintiff filed a consolidated amended
complaint alleging violations of the Securities Exchange Act of
1934 (“1934 Act”) and the Securities Act of 1933 (“1933 Act”).
Specifically, it is alleged that the Company, its former CEO,
former CFO, former Controller, and a former Vice Chairman
violated Section 10(b) of the 1934 Act by making false and mis-
leading statements and omissions regarding CIT’s subprime
home lending and student lending businesses. The allegations
relating to the Company’s home lending business are based on
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the assertion that the Company failed to fully disclose the risks in
the Company’s portfolio of subprime mortgage loans. The allega-
tions relating to the Company’s student lending business are
based upon the assertion that the Company failed to account in
its financial statements or, in the case of the preferred stockhold-
ers, its registration statement and prospectus, for private loans to
students of a helicopter pilot training school, which it is alleged
were highly unlikely to be repaid and should have been written
off. The Lead Plaintiff also alleges that the Company, its former
CEO, former CFO and former Controller and those current and
former Directors of the Company who signed the registration
statement in connection with the October 2007 CIT-PrZ preferred
offering violated the 1933 Act by making false and misleading
statements concerning the Company’s student lending business
as described above.

Pursuant to a Notice of Dismissal filed on November 24, 2009,
CIT Group Inc. was dismissed as a defendant from the consoli-
dated securities action. On June 10, 2010, the Court denied the
remaining defendants’ motion to dismiss the consolidated
amended complaint. The action continues as to the remaining
defendants and CIT’s obligation to defend and indemnify such
defendants continues. The case is in the discovery stage. Plaintiffs
seek, among other relief, unspecified damages and interest.

PILOT TRAINING SCHOOL BANKRUPTCY

In February 2008, a helicopter pilot training school (the “Pilot
School”) filed for bankruptcy and ceased operating. Student Loan
Xpress, Inc. (“SLX”), a subsidiary of CIT engaged in the student
lending business, had marketed and acquired private (non-
government guaranteed) loans made to approximately 2,600
students of the Pilot School (the “Pilot School Student Loans”),
totaling approximately $196.8 million in principal and accrued
interest as of December 31, 2007. SLX ceased marketing and
acquiring new Pilot School Student Loans in September 2007.
SLX voluntarily placed those students who were attending school
at the time of the Pilot School’s closure “in grace” such that no
payments under their loans have been required to be made and
no interest on their loans has been accruing.

Multiple lawsuits (the “Pilot School Litigation”) were filed against
SLX and other lenders based upon a variety of allegations includ-
ing violations of state consumer protection laws. The three
principal lawsuits are:

(1) a collective action commenced by 37 students and some of
their co-signers in Georgia (the “Elrod Action”);

(2) an action in the United States District Court for the Middle
District of Florida involving a nationwide class of approxi-
mately 2,200 students who were in attendance at the Pilot
School when it closed (the “Holman Action”); and

(3) a collective action commenced in Texas State Court in
February 2010, by approximately 80 students who opted out of
the nationwide class settlement in the Holman Action (the
“Hughes Action”).

In December 2008, SLX completed a confidential settlement of
the Elrod Action.

In January 2011, the settlement agreement in the Holman Action
was approved by the court. The settlement agreement provides
for (i) discounts to students based on the number of certifications
earned by such students in connection with their attendance at

the Pilot School (which aggregate discount is projected to be
approximately $130 million in debt and interest forgiveness);
(ii) reduction in interest rates for certain students for up to 3%;
(iii) payment of attorneys’ fees to class counsel; and (iv) service
awards to the class representatives.

The plaintiffs in the Hughes Action allege violations of Texas’
Deceptive Trade Practices Act and aiding and abetting fraud.
They seek to have the loans declared unenforceable and an
award of actual damages, treble damages, punitive damages,
and attorneys’ fees and costs. The case is currently in the dis-
covery stage.

The Company provided an allowance for credit losses in its pre-
emergence financial statements for the estimate of loan
forgiveness and a reserve for third party legal fees with respect to
the Pilot School Litigation. Following emergence from bank-
ruptcy, the allowance for credit losses was eliminated and the
loans were recorded at estimated fair value in connection with
the Company’s implementation of FSA. As a result, the Company
expects that it will have no additional loss with respect to the set-
tlement in the Holman Action. In addition, the Company has fully
accounted for the settlement in the Elrod Action. If the Hughes
Action settles within a range comparable to the other two law-
suits, the Company would not incur a material additional loss.

VENDOR FINANCE BILLING AND INVOICING INVESTIGATION

The United States Attorney for the Central District of California
and several state authorities conducted parallel investigations
under the Federal False Claims Act and its state law equivalents
regarding billing practices involving a portfolio of equipment
leases that CIT purchased from a third-party vendor. The investi-
gations have been resolved by settlement pursuant to which the
Company paid an aggregate sum of approximately $6.1 million.
The settlement did not exceed previously established reserves
and, thus, will not have a material impact on the Company’s
financial condition.

SNAP-ON ARBITRATION

On January 8, 2010, Snap-on Incorporated (“Snap-on”) and Snap-
on Credit LLC filed a Demand for Arbitration alleging that CIT
retained certain monies owed to Snap-on in connection with a
joint venture with CIT which was terminated on July 16, 2009.
Snap-on alleged that CIT underpaid Snap-on during the course
of the joint venture, primarily related to the purchase by CIT of
receivables originated and serviced by the joint venture, and is
seeking damages of up to $100 million. On January 29, 2010, CIT
filed its Answering Statement and Counterclaim, denying Snap-
on’s allegations on the grounds that the claims are untimely,
improperly initiated, or otherwise barred. CIT also claims that
Snap-on wrongfully withheld payment of not less than $108
million due to CIT from the receivables serviced by Snap-on on
behalf of CIT. CIT is seeking changes of up to $160 million.

LE NATURE’S INC.

CIT was the lead lessor under a syndicated lease of equipment
(the “Lease”) to Le Nature’s Inc., a beverage bottler, for a newly-
constructed bottling facility in Phoenix, Arizona. In 2005, CIT and
co-lessors funded $144.8 million of which approximately
$45 million was funded by CIT. In 2006, CIT sold $5 million of its
interest in the Lease.

CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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In November 2006, amid allegations that Le Nature’s had
perpetrated a fraudulent scheme, creditors filed an involuntary
bankruptcy against Le Nature’s in the United States Bankruptcy
Court for the Western District of Pennsylvania. Upon the com-
mencement of the bankruptcy, Le Nature’s immediately ceased
operations and a Chapter 11 trustee was appointed.

Subsequent to the commencement of the Le Nature’s bankruptcy,
certain co-lessors and certain parties that participated in CIT’s
and other co-lessors’s interests in the Lease filed lawsuits against
CIT and others to recover the balance of their respective invest-
ments, asserting various claims including fraud, civil conspiracy,
and civil Racketeer Influenced and Corrupt Organizations Act
(RICO). Plaintiffs seek damages in excess of $84 million, as well as
claims for treble damages under RICO. All but one of these
actions have been consolidated for discovery purposes in the
United States District Court for the Western District of
Pennsylvania.

In October 2008, the Liquidating Trustee of Le Nature’s com-
menced an action against, among others, Le Nature’s lenders and
lessors, including CIT, asserting a variety of claims on behalf of
the liquidation trust.

In October 2008, CIT commenced a lawsuit in the Superior Court
for the State of Arizona, Maricopa County, against the manufac-
turer of the equipment that was the subject of the Lease, certain
of its principals, and the former CEO of Le Nature’s, alleging,
among other things, fraud, conspiracy, civil RICO and negligent
misrepresentation, seeking compensatory and punitive damages.

In February 2009, CIT commenced a lawsuit in the Superior Court
for the State of Arizona, Maricopa County, against the former
independent auditing firm for Le Nature’s, asserting professional
negligence.

In May 2009, one of Le Nature’s other equipment lessors com-
menced an action against CIT, as well as the equipment
manufacturer, and certain principals of the equipment manufac-
turer, in the Circuit Court of Wisconsin, Milwaukee County,
asserting claims for fraud and misrepresentation.

CONTRACTUAL CONTINGENCIES

Tax Agreement

In connection with our separation from Tyco International Ltd
(“Tyco”) in 2002, CIT and Tyco entered into a Tax Agreement pur-
suant to which, among other things, CIT agreed to pay Tyco for
cash tax savings actually realized by CIT, if any, as a result of the
use of certain tax attributes created while Tyco owned CIT (the
“Tyco Tax Attribute”), which savings would not have been realized
absent the existence of the Tyco Tax Attribute. During CIT’s bank-
ruptcy, CIT rejected the Tax Agreement and Tyco and CIT entered
into a Standstill Agreement pursuant to which (a) CIT agreed that
it would defer bringing its subordination claim against Tyco and
(b) Tyco agreed that it would defer bringing its damages claim
while the parties exchanged information about CIT’s tax position
and past usage and retention of the various attributes on its con-
solidated tax return. The amount of the Federal Tyco Tax Attribute
is approximately $794 million and the state Tyco Tax Attribute is
approximately $180 million. CIT has recorded a valuation
allowance against a significant portion of its Federal and state
deferred tax assets, as we believe that the likelihood of realizing
on these assets prior to their expiration is less than 50%.

NOTE 20 — LEASE COMMITMENTS

The following table presents future minimum rental payments
under non-cancellable long-term lease agreements for premises
and equipment at December 31, 2010:

Future Minimum Rental Payments (dollars in millions)

Years Ended December 31

2011 $ 34.0

2012 32.5

2013 31.2

2014 30.0

2015 28.6

Thereafter 139.1____________
Total $295.4________________________

In addition to fixed lease rentals, leases generally require
payment of maintenance expenses and real estate taxes, both
of which are subject to escalation provisions. Minimum payments
have not been reduced by minimum sublease rentals of
$10.5 million due in the future under non-cancellable subleases.

Rental expense for premises, net of sublease income (including
restructuring charges from exiting office space), and equipment,
was as follows.

December 31_______________________________________________________
CIT Predecessor CIT__________ _________________________________

2010 2009 2008__________ __________ __________
Premises $66.9 $47.7 $49.8

Equipment 3.5 5.6 6.9

Less sublease income (3.1) (2.2) (4.7)__________ __________ __________
Total $67.3 $51.1 $52.0__________ __________ ____________________ __________ __________

NOTE 21 — CERTAIN RELATIONSHIPS AND RELATED
TRANSACTIONS

Until December 31, 2007, CIT was a partner with Dell Inc. (“Dell”)
in Dell Financial Services L.L.C. (“DFS”), a joint venture that
offered financing to Dell’s customers. In December 2007, Dell
exercised its right to buy CIT’s interest and the Company sold its
30% ownership interest in DFS. CIT has certain recourse to DFS
on defaulted contracts. Financing and leasing assets included in
the CIT Consolidated Balance Sheet (but excluding certain
related international receivables originated directly by CIT) were
approximately $0.1 billion at December 31, 2010 and $1.1 billion
at December 31, 2009, reflecting receivable sales to Dell in 2010.

On July 16, 2009, Snap-on Incorporated (“Snap-on”) terminated a
joint venture arrangement with CIT, which had been scheduled to
end in January 2010. The joint venture had included limited credit
recourse on defaulted receivables. CIT and Snap-on each had
50% ownership interests, 50% board of directors’ representation,
and shared income and losses equally. The joint venture was
accounted for under the equity method and was not consolidated
in CIT’s consolidated financial statements. In connection with the
termination, Snap-on acquired CIT’s interest for a payment of
approximately $8 million and continues to service the portfolio
owned by CIT. Financing and leasing assets on CIT’s balance
sheet related to the joint venture declined since the termination
and were not significant at either December 31, 2010 or 2009.
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During 2010, CIT sold its 50% interest in a joint venture with
Canadian Imperial Bank of Commerce (“CIBC”) to CIBC, along
with its interest in loans originated by the joint venture. Both CIT
and CIBC had 50% ownership interests in the joint venture, and
shared income and losses equally. This entity was not consoli-
dated in CIT’s financial statements and was accounted for under
the equity method. CIT’s investment in and loans to the joint
venture were approximately $323 million at December 31, 2009.

During 2010, CIT sold its investment in Care Investment Trust Inc.
(Care), an externally managed real estate investment trust (RelT),
in which CIT initially contributed approximately $280 million of
loans to Care in return for cash and a 36% equity investment. A
subsidiary of CIT had provided services to Care pursuant to a
management agreement. The investment in Care was accounted
for under the equity method.

CIT invests in various trusts, partnerships, and limited liability cor-
porations established in conjunction with structured financing
transactions of equipment, power and infrastructure projects. CIT’s
interests in these entities were entered into in the ordinary course
of business. Other assets included approximately $67 million at
December 31, 2010 and $4.7 million at December 31, 2009 of
investments in non-consolidated entities relating to such transac-
tions that are accounted for under the equity or cost methods.

The combination of investments in and loans to non-consolidated
entities represents the Company’s maximum exposure to loss, as
the Company does not provide guarantees or other forms of
indemnification to non-consolidated entities.

Certain shareholders of CIT provide investment management,
banking and investment banking services in the normal course
of business.

NOTE 22 — BUSINESS SEGMENT INFORMATION

Management’s Policy in Identifying Reportable Segments

CIT’s reportable segments are comprised of strategic business
units that are aggregated into segments primarily based upon
industry categories and to a lesser extent, the core competencies
relating to product origination, distribution methods, operations
and servicing and the nature of their regulatory environment. This
segment reporting is consistent with the presentation of financial
information to management.

Types of Products and Services

CIT has five reportable segments: Corporate Finance, Transportation
Finance, Trade Finance, Vendor Finance and Consumer. Corporate
Finance and Trade Finance offer secured lending and receivables col-
lection as well as other financial products and services to small and
midsize companies. These include secured revolving lines of credit
and term loans, credit protection, accounts receivable collection,
import and export financing and factoring, debtor-in-possession and
turnaround financing and management advisory services.
Transportation Finance offers secured lending and leasing products
to midsize and larger companies across the aerospace and rail indus-
tries. Vendor Finance partners with manufacturers and distributors to
offer secured lending and leasing products predominantly to small
and mid-size companies primarily in information technology, telecom-
munication and office equipment markets. Consumer includes
student lending, which was offered through Student Loan Xpress,
and certain consumer loans of CIT Bank.

Segment Profit and Assets

The following table presents reportable segment information and
the reconciliation of segment balances to consolidated financial
statements:

Business Segments (dollars in millions)
Corporate Transportation Trade Vendor Commercial Total Corporate Continuing

CIT Finance Finance Finance Finance Segments Consumer Segments and Other Operations___________________ __________________________ ___________________ ____________________ ______________________ ____________________ ____________________ ____________________ ____________________

For the year ended December 31, 2010

Total interest income $ 1,783.7 $ 230.7 $ 99.8 $1,226.1 $ 3,340.3 $ 359.6 $ 3,699.9 $ 20.7 $ 3,720.6

Total interest expense (1,021.8) (970.8) (162.8) (666.1) (2,821.5) (245.0) (3,066.5) (10.2) (3,076.7)

Provision for credit losses (503.6) (28.9) (58.6) (203.9) (795.0) (25.3) (820.3) – (820.3)

Rental income on operating leases 28.6 1,240.0 – 372.2 1,640.8 – 1,640.8 (1.1) 1,639.7

Other income, excluding rental income 601.5 82.7 189.8 161.8 1,035.8 10.0 1,045.8 (43.6) 1,002.2

Other expenses (293.5) (152.2) (122.5) (311.7) (879.9) (79.4) (959.3) (59.0) (1,018.3)

Depreciation on operating lease equipment (15.6) (335.9) – (328.1) (679.6) – (679.6) 0.5 (679.1)

(Provision) benefit for income taxes and
noncontrolling interests, after tax (114.8) (24.4) 5.6 (123.8) (257.4) 0.5 (256.9) 5.6 (251.3)___________________ __________________________ ___________________ ____________________ ______________________ ____________________ ____________________ ____________________ ____________________

Net income (loss) from continuing operations,
before preferred stock dividends $ 464.5 $ 41.2 $ (48.7) $ 126.5 $ 583.5 $ 20.4 $ 603.9 $(87.1) $ 516.8___________________ __________________________ ___________________ ____________________ ______________________ ____________________ ____________________ ____________________ _______________________________________ __________________________ ___________________ ____________________ ______________________ ____________________ ____________________ ____________________ ____________________

Select Period End Balances

Loans including receivables pledged $ 8,482.2 $ 1,388.9 $2,387.4 $4,166.1 $16,424.6 $8,075.9 $24,500.5 $ – $24,500.5

Credit balances of factoring clients – – (935.3) – (935.3) – (935.3) – (935.3)

Assets held for sale 219.2 2.8 – 749.8 971.8 246.7 1,218.5 – 1,218.5

Operating lease equipment, net 83.2 10,618.8 – 434.7 11,136.7 – 11,136.7 – 11,136.7
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Corporate Transportation Trade Vendor Commercial Total Corporate Continuing
Predecessor CIT Finance Finance Finance Finance Segments Consumer Segments and Other Operations___________________ __________________________ ___________________ ____________________ ______________________ ____________________ ____________________ ____________________ ____________________

For the year ended December 31, 2009

Interest income $ 920.6 $ 162.9 $ 126.7 $ 850.5 $ 2,060.7 $ 257.7 $ 2,318.4 $ 39.9 $ 2,358.3

Interest expense (496.6) (546.1) (62.7) (555.9) (1,661.3) (286.7) (1,948.0) (711.4) (2,659.4)

Provision for credit losses (1,856.8) (13.2) (105.6) (492.9) (2,468.5) (149.3) (2,617.8) (43.0) (2,660.8)

Rental income on operating leases 41.7 1,373.1 – 486.8 1,901.6 – 1,901.6 (2.1) 1,899.5

Other (loss) income, excluding rental income

on operating leases (333.9) 27.6 208.6 81.9 (15.8) (8.8) (24.6) (248.4) (273.0)

Depreciation on operating lease equipment (32.0) (669.4) – (441.3) (1,142.7) – (1,142.7) 0.9 (1,141.8)

Other expenses, excluding depreciation on
operating lease equipment (337.5) (137.7) (129.5) (343.9) (948.6) (65.7) (1,014.3) 80.8 (933.5)

Goodwill and intangible impairment charges (316.8) – (363.8) (11.8) (692.4) – (692.4) – (692.4)

Reorganization items (10.2) (854.7) – – (864.9) – (864.9) 11,162.9 10,298.0

Fresh start accounting adjustments (2,063.2) (3,635.3) 83.0 (899.4) (6,514.9) (929.8) (7,444.7) 1,301.0 (6,143.7)

(Provision) benefit for income taxes and
noncontrolling interests, after tax 1,584.5 1,861.1 98.5 671.8 4,215.9 507.5 4,723.4 (4,590.3) 133.1___________________ __________________________ ___________________ ____________________ ______________________ ____________________ ____________________ ____________________ ____________________

Net (loss) income from continuing operations,
before preferred stock dividends $ (2,900.2) $ (2,431.7) $ (144.8) $ (654.2) $ (6,130.9) $ (675.1) $ (6,806.0) $ 6,990.3 $ 184.3___________________ __________________________ ___________________ ____________________ ______________________ ____________________ ____________________ ____________________ _______________________________________ __________________________ ___________________ ____________________ ______________________ ____________________ ____________________ ____________________ ____________________

Select Period End Balances

Loans including receivables pledged $12,165.8 $ 1,808.1 $2,991.0 $ 8,189.0 $25,153.9 $ 9,683.7 $34,837.6 $ – $34,837.6

Credit balances of factoring clients – – (892.9) – (892.9) – (892.9) – (892.9)

Assets held for sale 292.6 17.2 – – 309.8 34.0 343.8 – 343.8

Operating lease equipment, net 137.3 10,089.2 – 685.4 10,911.9 – 10,911.9 – 10,911.9

Securitized assets 533.5 – – 318.0 851.5 – 851.5 – 851.5

For the year ended December 31, 2008

Interest income $ 1,471.8 $ 193.4 $ 210.2 $ 1,049.3 $ 2,924.7 $ 580.2 $ 3,504.9 $ 133.3 $ 3,638.2

Interest expense (883.5) (577.2) (80.5) (633.1) (2,174.3) (462.5) (2,636.8) (502.3) (3,139.1)

Provision for credit losses (520.0) 25.0 (74.5) (131.2) (700.7) (348.2) (1,048.9) (0.3) (1,049.2)

Rental income on operating leases 55.6 1,345.3 – 566.4 1,967.3 – 1,967.3 (2.0) 1,965.3

Other income, excluding rental income on
operating leases 20.6 124.0 244.0 72.7 461.3 3.0 464.3 30.7 495.0

Depreciation on operating lease equipment (33.5) (596.1) – (516.1) (1,145.7) – (1,145.7) 0.5 (1,145.2)

Other expenses, excluding depreciation on
operating lease equipment and goodwill and
intangible impairment charges (409.3) (138.6) (141.2) (433.7) (1,122.8) (72.0) (1,194.8) (178.7) (1,373.5)

Goodwill and intangible impairment charges – – – (467.8) (467.8) – (467.8) – (467.8)

(Provision) benefit for income taxes and
noncontrolling interests, after tax 131.3 (48.7) (58.4) 143.7 167.9 115.0 282.9 160.3 443.2___________________ __________________________ ___________________ ____________________ ______________________ ____________________ ____________________ ____________________ ____________________

Net (loss) income from continuing operations,
before preferred stock dividends $ (167.0) $ 327.1 $ 99.6 $ (349.8) $ (90.1) $ (184.5) $ (274.6) $ (358.5) $ (633.1)___________________ __________________________ ___________________ ____________________ ______________________ ____________________ ____________________ ____________________ _______________________________________ __________________________ ___________________ ____________________ ______________________ ____________________ ____________________ ____________________ ____________________

Select Period End Balances

Loans including receivables pledged $20,768.8 $ 2,647.6 $6,038.0 $11,199.6 $40,654.0 $12,472.6 $53,126.6 $ – $53,126.6

Credit balances of factoring clients – – (3,049.9) – (3,049.9) – (3,049.9) – (3,049.9)

Assets held for sale 21.3 69.7 – – 91.0 65.1 156.1 – 156.1

Operating lease equipment, net 263.4 11,484.5 – 958.5 12,706.4 – 12,706.4 – 12,706.4

Securitized assets 785.3 – – 783.5 1,568.8 – 1,568.8 – 1,568.8

CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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Geographic Information

The following table presents information by major geographic
region based upon the location of the Company’s legal entities.
Since the Corporation’s operations are highly integrated, the

methodology for allocating certain asset, liability, income and
expense amounts to geographic regions is highly dependent on
management judgment:

Income (loss)
from

continuing Income (loss)
operations from

Total Total before income continuing
(dollars in millions) Assets Revenue taxes operations_________________ ________________ ___________________________ ________________________
U.S. 2010 $36,322.1 $4,135.2 $ (403.4) $ (446.0)

2009(1) 43,545.9 2,314.2 1,828.0 1,765.1

2008 62,311.8 4,576.1 (1,130.7) (650.9)

Europe 2010 6,700.7 1,140.8 457.5 372.0

2009(1) 7,850.7 1,103.0 (999.1) (1,024.5)

2008 8,526.3 904.5 (272.2) (282.3)

Other foreign 2010(2)(3) 7,935.4 1,086.5 714.0 595.2

2009(1) 8,630.8 567.6 (777.7) (557.3)

2008(4) 9,610.8 617.9 326.6 301.3

Total consolidated 2010 50,958.2 6,362.5 768.1 521.2

2009(1) 60,027.4 3,984.8 51.2 183.3

2008 80,448.9 6,098.5 (1,076.3) (631.9)

(1) 2009 data is impacted by FSA adjustments.

(2) Includes Canada region results which had 2010 income from continuing operations before income taxes of $350.7 million and net income from continuing
operations of $272.6 million.

(3) Includes Caribbean region results which had 2010 income from continuing operations before income taxes of $225.6 million and net income from continu-
ing operations of $224.1 million.

(4) Includes Canada region results which had 2008 income from continuing operations before income taxes of $156.2 million and net income from continuing
operations of $155.8 million.



154 CIT ANNUAL REPORT 2010

CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 23 — GOODWILL AND INTANGIBLE ASSETS

The following tables summarize goodwill and intangible assets, net balances by segment:

Goodwill and Intangible Assets (dollars in millions)

Corporate Transportation Trade Vendor
Goodwill Finance Finance Finance Finance Total___________________ __________________________ ______________ ______________ ____________
Predecessor CIT – December 31, 2008 $ 297.4 $ – $ 270.7 $ – $ 568.1

Activity (1.3) – 0.8 – (0.5)

Impairment charges (296.1) – (271.5) – (567.6)___________________ ___________________________ ______________ ______________ _____________
Predecessor CIT – December 31, 2009 – – – – –

Fresh start accounting adjustments, before revisions – 121.3 28.8 89.3 239.4

Revisions (Note 26) – 19.2 4.5 14.3 38.0___________________ ___________________________ ______________ ______________ _____________
CIT – December 31, 2009 – 140.5 33.3 103.6 277.4

Activity – – – – –___________________ ___________________________ ______________ ______________ _____________
CIT – December 31, 2010 $ – $ 140.5 $ 33.3 $103.6 $ 277.4___________________ ___________________________ ______________ ______________ ________________________________ ___________________________ ______________ ______________ _____________
Other Intangible Assets

Predecessor CIT – December 31, 2008 $ 22.5 $ – $ 95.7 $ 12.3 $ 130.5

Activity 0.2 – 0.1 0.3 0.6

Amortization (2.0) – (3.5) (0.8) (6.3)

Impairment charges (20.7) – (92.3) (11.8) (124.8)___________________ ___________________________ ______________ ______________ _____________
Predecessor CIT – December 31, 2009 – – – – –

Fresh start accounting adjustment – 225.1 – – 225.1___________________ ___________________________ ______________ ______________ _____________
CIT – December 31, 2009 – 225.1 – – 225.1

Activity – 0.4 – – 0.4

Amortization – (106.3) – – (106.3)___________________ ___________________________ ______________ ______________ _____________
CIT – December 31, 2010 $ – $ 119.2 $ – $ – $ 119.2___________________ ___________________________ ______________ ______________ ________________________________ ___________________________ ______________ ______________ _____________

Goodwill recorded in conjunction with FSA represents the excess
of reorganization equity value over the fair value of tangible and
identifiable intangible assets, net of liabilities. Such amounts were
revised in 2010 as discussed in Note 26. Goodwill was allocated
to the Transportation Finance, Trade Finance and Vendor Finance
segments based on the respective segment’s estimated fair value
of equity. Goodwill is assigned to a segment (or “reporting unit”)
at the date the goodwill is initially recorded. Once goodwill has
been assigned, it no longer retains its association with a par-
ticular event or acquisition, and all of the activities within a
reporting unit, whether acquired or internally generated, are
available to support the value of the goodwill.

The Company periodically reviews and evaluates its goodwill and
intangible assets for potential impairment in accordance with
ASC 350, Intangibles – Goodwill and Other. This review is con-
ducted at a minimum annually or more frequently if circumstances
indicate that impairment is possible. The most recent goodwill
and intangible asset impairment analysis as of December 31,
2010, indicated that the fair values of each were in excess of

carrying values. For the purposes of this impairment analysis,
the Company primarily utilizes valuation multiples for publicly
traded companies comparable to its reporting segments to
determine the fair market value of its reporting units. As the
results of the first step of the impairment test showed no indica-
tion of impairment in any of the reporting units, the Company
did not perform the second step of the impairment test for any
of the reporting units.

The other intangible asset in Transportation Finance recorded in
conjunction with FSA is comprised of amounts related to favor-
able (above current market rates) operating leases. The net
intangible asset will be amortized as an offset to rental income
over the remaining life of the leases, generally 5 years or less.

Accumulated amortization totaled $106.3 million at
December 31, 2010. Projected amortization for the years
ended December 31, 2011 through December 31, 2015 is
approximately $50.8 million, $24.2 million, $11.5 million,
$8.4 million and $7.0 million respectively.
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NOTE 24 — SEVERANCE AND FACILITY EXITING RESERVES

The following table summarizes previously established liabilities (pre-tax) related to closing facilities and employee severance:

Severance and Facility Exiting Reserves (dollars in millions)

Severance Facilities______________________________________________________ ______________________________________________________
Number of Number of Total
Employees Reserve Facilities Reserve Reserves____________________ ____________________ ____________________ ____________________ _________________

Predecessor CIT – December 31, 2008 175 $ 42.9 12 $ 7.7 $ 50.6

Additions and adjustments 286 25.0 4 12.7 37.7

Utilization (382) (52.3) (5) (8.6) (60.9)____________________ ____________________ ____________________ ____________________ _________________
CIT – December 31, 2009 79 15.6 11 11.8 27.4

Additions and adjustments 258 9.3 8 56.1 65.4

Utilization (310) (22.4) (3) (11.3) (33.7)____________________ ____________________ ____________________ ____________________ _________________
CIT – December 31, 2010 27 $ 2.5 16 $ 56.6 $ 59.1____________________ ____________________ ____________________ ____________________ _____________________________________ ____________________ ____________________ ____________________ _________________

In conjunction with our 2010 strategic and business planning, we
assessed the adequacy and necessity of office space.
Approximately $32 million of the additions during 2010 reflect the
closing of office space in the New York region. The severance
additions primarily relate to employee termination benefits
incurred in conjunction with various organization efficiency and
cost reduction initiatives. These additions, along with charges
related to accelerated vesting of equity and other benefits, were
recorded as part of the $52.2 million and $42.9 million provisions
for the years ended December 31, 2010 and 2009, respectively.

NOTE 25 — FRESH START ACCOUNTING

Upon emergence from bankruptcy on December 10, 2009, CIT
determined that FSA was required as both (i) the Company’s reor-
ganization value was less than total post-petition liabilities, and
(ii) a change of control occurred as holders of Predecessor CIT
voting shares before the filing and confirmation did not receive
Successor Common Stock. Accordingly, the Company adjusted the
historical carrying values of its assets and liabilities, other than
deferred taxes, to fair value and simultaneously determined the fair
value of its equity (“reorganization equity value”). In processing
these fair value adjustments, the Company selected a Convenience
Date of December 31, 2009. As a result, FSA adjustments are
reflected in the balance sheet at December 31, 2009 and in the
statement of operations for the year ended December 31, 2009.
There is no statement of operations for the period between
December 10 and December 31, 2009 and accretion and amortiza-
tion of FSA adjustments began on January 1, 2010.

In applying FSA, management performed a two-step valuation
process. First, the Company re-measured all tangible and intangi-
ble assets and all liabilities, other than deferred taxes, at fair
value. Deferred tax values were determined in conformity with
accounting requirements for income taxes. The resulting net
asset value totaled $8.2 billion. Second, management separately
calculated a reorganization equity value of $8.4 billion by apply-
ing generally accepted valuation methodologies. The excess of
reorganization equity value over the fair value of net assets was
recorded as goodwill.

Reorganization equity value represents the Company’s estimate
of the amount a willing buyer would pay for CIT’s net assets
immediately after the reorganization. This amount was deter-
mined by CIT management with assistance from an independent

financial advisor, who developed the reorganization equity value
using a combination of three measurement methodologies. First,
expected future free cash flows of the business, after emergence
from Chapter 11, were discounted at rates reflecting perceived
business and financial risks (the discounted cash flows or “DCF”).
Second, market book value multiples for peer companies were
compiled. Third, book value multiples in recent merger and/or
acquisition transactions for companies in similar industries were
also compiled. The three results were combined to arrive at the
final equity valuation.

The basis for the DCF were our five year financial projections and
a growth model to determine a terminal value. The five-year pro-
jections included an assumption of a 3% annual growth rate,
changes in cash flows associated with reorganization initiatives,
anticipated changes in market conditions, anticipated gains and
losses on asset sales, as well as other factors. A discount rate of
14.5% was assumed. The discount rate was based on a cost of
equity model utilizing an equity risk and size premium based on
an analysis of peer data. The DCF method is the sum of the
present values of free cash flows equal to net income plus depre-
ciation and amortization, deferred fees on new loans originated,
and a minimum required capital level. A minimum capital level of
13.0% to 15.0% percent was assumed. These cash flows also
include the present value of the terminal value to arrive at an
implied equity value.

The public company methodology identified publicly traded
companies whose businesses and operating characteristics were
similar to those of CIT as a whole, or similar to significant por-
tions of CIT’s operations, and comparable in size. Operating
metrics including return on assets, return on equity, total assets
and net income for each of the companies were analyzed.
Management then developed a range of valuation multiples to
apply to the projections to derive a range of implied equity
values. The book equity multiples ranged from 0.2 to 1.7.

The merged and acquired company method identified recent
transactions in CIT’s industry in the U.S. and Europe. Implied
equity value, trailing twelve month revenues, net income and
equity capitalization as a multiple of book equity were analyzed.
A range of valuation multiples was calculated and applied to the
projections to derive a range of implied equity values. The book
equity multiples ranged from 0.6 to 2.2.
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The final reorganization equity value was a weighted average of
the DCF (50% weighting), the public company (35% weighting)
and the merged and acquired company methods (15% weight-
ing). Depending on the growth rate and cost of equity rates
selected for the DCF calculation, the equity value ranged from
$7.2 billion to $9.7 billion. The equity value using the market
approaches ranged from $6.2 billion to $9.0 billion. Under fresh
start accounting, this value was adjusted for available cash and
was allocated to assets based on fair values in conformity with
the purchase method of accounting for business combinations.
Available cash was determined by adjusting cash at emergence
for emergence related activity that occurred or was expected to
occur after December 10, 2009. The value, after adjustments for
available cash, was reduced by debt and non-controlling inter-
ests. The remainder represented the equity value to new
common shareholders.

The reorganization equity value calculated is dependent on the
achievement of the future forecasted financial results. The esti-
mates and assumptions made in the valuation are subject to
uncertainties, many of which are beyond our control, and there is
no assurance that these results can be achieved. The assumptions
for which there is a reasonable possibility of a variation that
would significantly affect the calculated equity value include the
long term growth rate, risk weighted assets, capital ratios, cost
reductions, discount rate, strength of the lending market, avail-
able and cost of funding sources and levels of charge-offs.

Finance Receivables

Loans with publicly available market information were valued
based upon such market data. Finance receivables without pub-
licly available market data were valued by applying a discount
rate to each asset’s expected cash flows. To determine the dis-
count rate, loans and lease receivables were first aggregated into
logical groupings based on the nature and structure of the
lending arrangement and the borrowers’ business characteristics,
geographic location and credit quality; an aggregate level dis-
count rate was then derived for each loan grouping based on a
risk free index rate plus a spread for credit risk, duration, liquidity
and other factors as determined by management. Where appro-
priate at the individual loan or lease receivable level, additional
adjustments were made to the discount rate based on the
borrower’s industry. FSA discounts were recorded on a loan by
loan basis.

For finance receivables which are not considered impaired and for
which cash flows were evaluated based on contractual terms, the
discount will be accretable to earnings in future periods. This dis-
count will be accreted using the effective interest method as a yield
adjustment over the remaining lives and will be recorded in Interest
Income. If the finance receivable is prepaid, the remaining acc-
retable balance will be recognized in Interest Income. If the finance
receivable is sold, the remaining discount will be considered in the
resulting gain or loss. If the finance receivable is subsequently
classified as non-accrual, accretion of the discount will cease.

Capitalized loan origination costs, loan acquisition premiums and
other similar items, that were previously amortized over the life of
the related assets, were written off.

For finance receivables which are considered impaired or for
which the cash flows were evaluated based on expected cash

flows, that are less than contractual cash flows, there will be an
accretable and a non-accretable discount. The non-accretable
discount effectively serves as a reserve against future credit losses
on the individual receivables so valued. The non-accretable dis-
count reflects the present value of the difference between the
excess of cash flows contractually required to be paid and
expected cash flows (i.e. credit component). The non-accretable
discount is recorded as a reduction to finance receivables and will
be a reduction to future charge-offs or will be reclassified to
accretable discount should expected cash flows improve. The
accretable discount will be accreted using the effective interest
method as a yield adjustment over the remaining lives and will
be recorded in Interest Income. Finance receivables that are on
non-accrual will not accrete the accretable discount until the
account returns to performing status.

Allowance for loan losses

As a result of FSA, the allowance for loan losses at December 31,
2009 totaling $1,786 million was eliminated and effectively rechar-
acterized as either non-accretable or accretable discounts.

Operating Lease Equipment

A discount was recorded for net operating lease equipment to
reduce it to its fair value. This adjustment will reduce deprecia-
tion expense over the remaining useful lives of the respective
equipment on a straight line basis.

An intangible asset was recorded for net above and below market
lease contracts. These adjustments (net) will be amortized,
thereby lowering rental income (a component of Other Income)
over the remaining lives of the lease agreements on a straight
line basis.

Other Assets

Other assets were reduced to estimated fair value. This adjust-
ment was primarily related to a discount on a receivable from GSI
in conjunction with a secured borrowing facility and write-offs of
deferred underwriting costs and deferred charges. The discount
on the GSI receivable will be accreted into Other Income over the
expected payout of the receivable.

Goodwill

Goodwill was recorded to reflect the excess of the reorganization
equity value over the fair value of tangible and identifiable intan-
gible assets, net of liabilities.

Long-term Borrowings

On November 1, 2009, the debt subject to the Plan was written
down to the principal amount due by writing off any remaining
unamortized debt discounts and hedge accounting adjustments.
During the bankruptcy period from November 1, 2009 to
December 10, 2009, the Company did not record any contractual
interest expense on debt subject to the Plan (approximately
$238 million). All debt, including debt issued in conjunction with
the Plan, was adjusted to fair value. The fair value adjustments
resulted in discounts that were in excess of premiums, thus
lowered debt balances. Accretion of the discount will increase
interest expense over the lives of the respective debt, while
amortization of the premium will reduce interest expense. This
amount was partially offset by write-offs related to capitalized
amounts of debt not discharged in the Plan of Reorganization.
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Deposits

Deposits were adjusted to fair value. The related fair value premium
will be amortized as a yield adjustment over the respective lives of
the deposits and reflected as a reduction in interest expense.

Deferred taxes

Deferred taxes were determined in conformity with accounting
requirements for Income Taxes. Deferred tax assets, net of valua-
tion allowance related to fresh start accounting adjustments, were
attributable to selected foreign jurisdictions.

Other Liabilities

Other liabilities were increased to fair value, which relates pri-
marily to a liability recorded for valuation of unfavorable forward
order commitments to purchase aircraft. When the assets are ulti-
mately purchased, the cost basis of the asset will be reduced by
the amount of this liability. The increase is partially offset by a
decrease in deferred tax liability.

The December 31, 2009 balance sheet presented below summa-
rizes the impact of the adoption of the Plan of reorganization and
FSA as of the Effective Date.

Reorganization Items and Fresh Start Adjustments (dollars in millions)

Fresh Start
Predecessor CIT Reorganization Accounting Successor CIT

December 31, 2009 Items Adjustments December 31, 2009____________________________________ ___________________________ _______________________ ____________________________________
ASSETS

Cash and due from banks $ 2,928.7 $ (1,639.2)(1) $ – $ 1,289.5

Deposits with banks 8,536.4 – – 8,536.4

Trading assets at fair value – derivatives 44.1 – – 44.1

Investments – retained interests in securitizations 139.7 – – 139.7

Assets held for sale 343.8 – – 343.8

Loans 41,185.8 – (6,348.2)(6) 34,837.6

Allowance for loan losses (1,786.2) – 1,786.2(7) –____________________________________ ___________________________ _______________________ ____________________________________
Total loans, net of allowance for loan losses 39,399.6 – (4,562.0) 34,837.6

Operating lease equipment, net 13,235.8 918.4(1) (3,242.3)(6) 10,911.9

Goodwill and intangible assets, net – – 502.5(8) 502.5

Other assets 4,272.7 (172.2)(1) (678.6)(5) 3,421.9____________________________________ ___________________________ _______________________ ____________________________________
Total Assets $68,900.8 $ (893.0) $(7,980.4) $60,027.4____________________________________ ___________________________ _______________________ ________________________________________________________________________ ___________________________ _______________________ ____________________________________

LIABILITIES

Deposits $ 5,087.2 $ – $90.5(9) $ 5,177.7

Trading liabilities at fair value – derivatives 41.9 – – 41.9

Credit balances of factoring clients 892.9 – – 892.9

Other liabilities 2,343.7 (469.0)(2) 375.8(10) 2,250.5

Long-term borrowings 56,148.1 (10,432.0)(3) (2,453.1)(3) 43,263.0____________________________________ ___________________________ _______________________ ____________________________________
Total Liabilities 64,513.8 (10,901.0) (1,986.8) 51,626.0

EQUITY

Series A Preferred Stock 350.0 (350.0)(4) – –

Series B Preferred Stock 150.0 (150.0)(4) – –

Series C Preferred Stock 575.0 (575.0)(4) – –

Series D Preferred Stock 2,092.0 (2,092.0)(4) – –

Common stock – Predecessor CIT 4.0 (4.0)(4) – –

Common stock – New CIT – 2.0(4) – 2.0

Paid in capital – Predecessor CIT 11,276.4 (11,276.4)(4) – –

Paid in capital – New CIT – 14,360.1(4) (5,962.1)(4) 8,398.0

Accumulated deficit (9,844.8) 9,844.8(4) – –

Accumulated other comprehensive income 61.9 (61.9)(4) – –

Treasury stock, at cost (310.4) 310.4(4) – –____________________________________ ___________________________ _______________________ ____________________________________
Total Stockholders’ Equity 4,354.1 10,008.0 (5,962.1)(11) 8,400.0

Non-controlling interest 32.9 – (31.5) 1.4____________________________________ ___________________________ _______________________ ____________________________________
Total Equity 4,387.0 10,008.0 (5,993.6) 8,401.4____________________________________ ___________________________ _______________________ ____________________________________
Total Liabilities and Stockholders’ Equity $68,900.8 $ (893.0) $(7,980.4) $60,027.4____________________________________ ___________________________ _______________________ ________________________________________________________________________ ___________________________ _______________________ ____________________________________
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The equity impact in Reorganization Items excludes a gain of
$290 million relating largely to the reversal of debt related items,
as these amounts are included in the Predecessor column.
This amount is included in Reorganization Items in the
Statement of Operations. The FSA adjustments include a tax
benefit that is presented in Benefit for income taxes in the
Statement of Operations.

Fresh Start Accounting Explanatory notes

1) The decrease to Cash and due from banks, the increase to
Operating lease equipment and the decrease to Other assets
are primarily a result of the purchase of railcars following an
event of default on sale/leaseback transactions which was
triggered by our bankruptcy filing. Cash was paid to
purchase the railcars in accordance with the value stated in
the lease agreements. The railcars were recorded at fair
value in Operating lease equipment and a loss of $721 million
was recognized for the difference between fair value and
cash paid. The Other assets adjustment includes a write-off
of the prepaid rent of $115 million on the leases. The

remaining amounts of the adjustments in Other assets relate
to the write-off of various deferred charges as a result of
the reorganization.

2) In accordance with the Plan of Reorganization, accrued
interest on restructured debt and accrued dividends on termi-
nated preferred equity were reversed, and the related debt
and equity instruments were terminated.

3) In accordance with the Plan of Reorganization, we discharged
our obligations to unsecured, junior and subordinated debt
holders in exchange for new Series A and B secured notes
and 200 million newly issued shares of common stock. This
exchange resulted in the extinguishment of senior unsecured
notes, bank credit facilities and junior subordinated debt of
$33.6 billion and the issuance of new debt for $23.2 billion
resulting in a pre-tax gain of $10.4 billion. The following sum-
marizes the extinguishment of Predecessor CIT borrowings
and the issuance of new borrowings under the Plan.

Fresh Start
Predecessor CIT Reorganization Accounting Successor CIT

December 31, 2009 Items(A) Adjustments(B) December 31, 2009____________________________________ ___________________________ _________________________ ____________________________________
Secured borrowings $14,697.8 $ – $ (351.3) $14,346.5

Credit Facility and Expansion Credit Facility 7,500.0 – 216.6 7,716.6

Unsecured bank lines of credit facilities 3,100.0 (3,100.0) – –

Senior unsecured notes 28,751.4 (28,422.4) (60.9) 268.1

Junior, subordinated notes and convertible equity units 2,098.9 (2,098.9) – –

Series A secured notes – 21,040.1 (2,306.5) 18,733.6

Series B secured notes – 2,149.2 49.0 2,198.2____________________________________ ___________________________ _______________________ ____________________________________
Total debt $56,148.1 $(10,432.0) $(2,453.1) $43,263.0____________________________________ ___________________________ _______________________ ________________________________________________________________________ ___________________________ _______________________ ____________________________________

(A) Reorganization adjustments reflect the impact on participating debt subject to the Plan of Reorganization.
(B) Fresh start accounting reflects the impact of fair value adjustments to debt instruments, and elimination of previously existing issuance discounts.
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5) Other assets, including investment securities, were recorded
at fair value. The adjustments include a discount on the GSI
receivable of $321 million and write off of debt-related
deferred underwriting costs and deferred charges of
$231 million.

6) Finance receivables and operating lease equipment were
written down to fair value using the assistance of an inde-
pendent valuation specialist. Non-cash items, including initial
direct costs and issuance premiums and discounts, which
have no value after the application of fair value adjustments,
were eliminated.

7) The Allowance for loan losses was eliminated.

8) Terms of operating leases were compared to current market
rates and a net intangible asset of $225 million was recorded.
The net intangible asset will be amortized over the remaining
life of the leases.

Goodwill was recorded to reflect the excess of Successor
CIT’s reorganization value over the fair value of its assets, as
reconciled below:

Reorganization equity value $ 8,401.4

Plus: Liabilities measured at fair value 51,626.0____________________________________
Reorganization value of Successor CIT’s assets 60,027.4

Fair value of Successor CIT’s assets (excluding goodwill) 59,750.0____________________________________
Goodwill $ 277.4________________________________________________________________________

9) Deposits were valued with assistance from an independent
financial advisor using comparable pricing received from
banks and other market sources.

10) Other liabilities were recorded at fair value. The increase prin-
cipally relates to unfavorable forward order commitments to
purchase aircraft ($587 million) partially offset by lower
deferred tax liabilities.

11) The equity value was determined with the assistance of an
independent valuation specialist.

Reorganization Items

Professional advisory fees and other costs directly associated with
our reorganization are reported separately as reorganization
items pursuant to ASC 852, Reorganizations. Post-emergence
professional fees relate to claim settlements, implementation and
other transition costs attributable to the Plan of Reorganization.

The following table includes the components of reorganization
items reflected in the 2009 Statement of Operations:

4) In the Reorganization Plan, common and preferred equity
interests were eliminated and new common voting interests
of $2 million (200 million shares at $.01 par value) were
awarded to eligible unsecured debt holders. Predecessor

CIT Treasury Stock, Other Comprehensive Income, Paid in
Capital and Accumulated Deficit are reset to zero under FSA.
The following summarizes the retirement of Predecessor CIT
equity and issuance and resetting of Successor CIT equity:

Stockholders’ Equity

Predecessor CIT stockholders’ equity $ 4,354.1_______________________
Elimination of common, preferred and treasury stock

Common stock 4.0

Preferred stock (includes Classes A, B, C and D) 3,167.0

Treasury stock (310.4)____________________________________
Total Predecessor CIT stock elimination (2,860.6)

Elimination of Predecessor CIT Other Comprehensive Loss (61.9)

Elimination of Predecessor CIT Paid-in Capital (11,276.4)

Issuance of Successor CIT stock

Common stock 2.0

Elimination of Accumulated Deficit 9,844.8(a)

Successor CIT Paid-in Capital 8,398.0_______________________
Successor CIT stockholders’ equity $ 8,400.0______________________________________________

(a) Prior to the impact of reorganization items and fresh start adjustments.
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Reorganization Items for the year ended December 31, 2009 (dollars in millions)

Reorganization
Items Gains/

(Losses)___________________________
Gain on debt settlement $10,432.0(1)

Termination of railcar agreements (836.1)(2)

Extinguishment of accrued interest on debt 455.4(3)

Swap termination and other debt related items 308.9(4)

Professional fees (50.3)(5)

Other 35.5(6)

Cancellation of restricted stock, options and warrants (28.9)(7)

Termination of aerospace agreements (18.5)(8)___________________________
$10,298.0______________________________________________________

Reorganization Items Explanatory notes

1) Debt reorganization. In accordance with the Plan of
Reorganization, we discharged obligations to certain debt
holders in exchange for the issuance of new debt securities
and 200 million newly issued shares of common stock (100%
of our now outstanding shares of common stock).

2) Termination of railcar agreements. See description in Note 1
to balance sheet above.

3) Extinguishment of accrued interest on debt. In conjunction
with the discharge of our obligations to debt holders, we
reversed accrued interest expense.

4) Swap termination and other debt related items. Swaps
hedging the debt were unwound and terminated resulting in
a gain of $402.9 million. At the filing date, debt related costs
to write-down debt to par value resulted in a charge of
$94.0 million.

5) Professional fees. We incurred professional fees to
advisors and consultants in connection with the Plan of
Reorganization.

6) Other. We realized a gain including a $64 million reversal of
accrued dividends on preferred equity instruments of
Predecessor CIT partially offset by $28 million for premiums
incurred for Director and Officer insurance related to the pre-
emergence period and incurred in connection with
implementation of the Plan of Reorganization.

7) Cancellation of restricted stock, options and warrants. In
accordance with the Plan of Reorganization, restricted equity
instruments were cancelled.

8) Termination of aerospace agreements. As a result of our
bankruptcy filing, we were required to purchase aircraft that
were leased with various third party lessors. As a result of
our purchase and the lease contract termination, we incurred
a loss.
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NOTE 26 — SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

Summarized consolidated quarterly financial data for the years ended December 31, 2010, 2009 and 2008 is presented below: (dollars in
millions, except per share data)

Fourth Third Second First
Quarter Quarter Quarter Quarter_______________ _______________ _______________ _______________

CIT
Restated Restated Restated

For the year ended December 31, 2010

Interest income $ 754.0 $ 838.1 $ 1,023.8 $1,104.7

Interest expense (703.7) (734.1) (807.5) (831.4)

Provision for credit losses (182.4) (165.1) (246.7) (226.1)

Rental income on operating leases 398.3 397.7 417.9 425.8

Other income, excluding rental income on operating leases 223.8 289.5 338.5 150.4

Depreciation on operating lease equipment (166.6) (161.7) (178.1) (172.7)

Operating expenses (250.0) (228.8) (277.8) (261.7)

Benefit (provision) for income taxes 2.0 (117.3) (88.2) (43.4)

Noncontrolling interests, after tax (0.6) (2.5) (0.3) (1.0)_______________ ________________ ________________ _______________
Net income $ 74.8 $ 115.8 $ 181.6 $ 144.6_______________ ________________ ________________ ______________________________ ________________ ________________ _______________
Net income per diluted share $ 0.37 $ 0.58 $ 0.91 $ 0.72

Predecessor CIT

For the year ended December 31, 2009

Interest income $ 547.6 $ 556.6 $ 614.5 $ 639.6

Interest expense (674.9) (693.8) (633.6) (657.1)

Provision for credit losses (835.1) (701.8) (588.5) (535.4)

Rental income on operating leases 479.1 471.7 473.5 475.2

Other income, excluding rental income on operating leases (95.4) (166.8) (198.8) 188.0

Depreciation on operating lease equipment (290.6) (282.6) (286.6) (282.0)

Operating expenses (227.3) (249.7) (293.9) (162.6)

Goodwill and intangible impairment charges – – (692.4) –

Reorganization items and fresh start adjustments 4,154.3 – – –

(Provision) benefit for income taxes 119.7 33.1 (12.7) (8.0)

Noncontrolling interests, after tax 0.8 – 0.7 (0.5)

Preferred stock dividends (24.9) (41.2) (61.6) (60.4)_______________ ________________ ________________ _______________
Net (loss) income $3,153.3 $(1,074.5) $(1,679.4) $ (403.2)_______________ ________________ ________________ ______________________________ ________________ ________________ _______________
Net (loss) income per diluted share $ 7.39 $ (2.74) $ (4.30) $ (1.04)

For the year ended December 31, 2008

Interest income $ 824.2 $ 907.7 $ 916.8 $ 989.5

Interest expense (794.6) (765.3) (747.1) (832.1)

Provision for credit losses (440.0) (210.3) (152.2) (246.7)

Rental income on operating leases 474.0 492.2 492.4 506.7

Other income, excluding rental income on operating leases 122.4 142.7 168.9 61.0

Depreciation on operating lease equipment (285.8) (284.7) (280.1) (294.6)

Operating expenses (188.4) (334.6) (329.6) (520.9)

Goodwill and intangible impairment charges (12.7) (455.1) – –

(Provision) benefit for income taxes 162.9 206.3 (21.2) 96.4

Noncontrolling interests, after tax 10.1 (0.5) 0.2 (11.0)

Income (loss) from discontinued operation (57.0) 4.4 (2,115.8) 2.0

Preferred stock dividends (20.4) (20.1) (16.7) (7.5)_______________ ________________ ________________ _______________
Net loss $ (205.3) $ (317.3) $(2,084.4) $ (257.2)_______________ ________________ ________________ ______________________________ ________________ ________________ _______________
Net loss per diluted share $ (0.69) $ (1.11) $ (7.88) $ (1.35)

CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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As noted above, the amounts per quarter were restated.
Presented below are restated quarterly financial statements for
each of the first three quarters of 2010, along with select notes to
the quarterly financial statements that were impacted by the
restatements.

During 2010, the Company identified accounting errors subse-
quent to filing its second and third quarter reports on Form 10-Q.
In the course of management’s ongoing review and analysis of
FSA related reporting, and management’s review of the design
and operating effectiveness of internal control over financial
reporting for FSA, several accounting errors were detected in the
determination and allocation of FSA discounts and premiums.
Discounts and premiums, determined at the December 31, 2009
emergence date for groups of similar assets and liabilities were
sometimes improperly allocated to individual assets and liabili-
ties. This improper allocation caused further errors in the
accretion of income and amortization expense in 2010.

The restatement also includes a correction to consolidate a vari-
able interest entity (VIE) in connection with the implementation of
new consolidation accounting guidance (ASC 810-10) at the
beginning of 2010 and corrections to the timing of recognition of
certain tax items.

The effect of the restatement from the results that were included
in the Company’s September 30, 2010 Form 10-Q was an
increase in net income of approximately $24 million for the nine
months ended September 30, 2010, resulting in net income of

$442.0 million for that period. The effects of the restatements on
the originally reported quarterly net income were increases of
$47.3 million and $39.5 million for the first and second quarters,
and a decrease of $15.7 million for the third quarter. The nine
month results originally reported in the September 30, 2010 Form
10-Q included revisions that increased net income for the first
and second quarters of 2010 by $47 million. These revisions are
included in the corrections recorded for the first and second
quarter of 2010. Thus, the sum of the corrections for the first
three quarters of 2010 will not agree with the corrections for
the nine months ended September 30, 2010 by the amount of
the revisions previously reflected in the September 30, 2010
Form 10-Q.

In assessing the severity of the corrections, management deter-
mined that the errors were material to the consolidated financial
statements as of and for the quarters ended March 31, June 30
and September 30, 2010. Management concluded that the
Company should restate its financial statements for the first,
second and third quarters of 2010, and recommended that the
Audit Committee authorize such restatement. Given the impact is
not considered material to the December 31, 2009 balance sheet,
immaterial revisions were made to the 2009 balance sheet.

Set forth below is a summary of the nature of the errors, distin-
guished between those relating to FSA and those unrelated to
FSA. Correction explanations are provided following the Revised
2009 Balance Sheet and Statements of Operations tables.

For the Quarters Ended___________________________________________________________________________________________________________
September 30, 2010 June 30, 2010 March 31, 2010_____________________________________ __________________________ ____________________________

Total FSA related corrections $ 35.2 $ 59.2 $37.0

Total Non-FSA related corrections 4.8 (2.6) 12.4_____________________________________ __________________________ ____________________________
Total pre-tax corrections 40.0 56.6 49.4

Provision for income taxes (53.1) (17.1) (0.9)

Net income (loss) attributable to noncontrolling interests, after tax (2.6) – (1.2)_____________________________________ __________________________ ____________________________
Net income $(15.7) $ 39.5 $47.3_____________________________________ __________________________ _________________________________________________________________ __________________________ ____________________________
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CONSOLIDATED BALANCE SHEETS (UNAUDITED) (dollars in millions, except per share data)

At September 30, 2010 At June 30, 2010 At March 31, 2010____________________________________________ ___________________________________________ ___________________________________________
As As As

Originally As Originally As Originally As
Reported Restated Reported Restated Reported Restated__________________ __________________ __________________ __________________ _________________ __________________

Assets
Total cash and deposits(1) $11,178.0 $11,201.7 $10,666.4 $10,678.4 $10,015.6 $10,065.6
Trading assets at fair value – derivatives 45.2 45.2 216.1 216.1 93.5 93.5
Assets held for sale 887.7 887.7 572.5 572.5 1,368.8 1,368.8
Loans(1)(2)(3) 26,753.4 27,237.0 28,883.2 29,388.6 32,025.7 32,459.6
Allowance for loan losses(1)(4) (397.1) (425.5) (337.8) (356.9) (180.8) (213.9)__________________ __________________ __________________ __________________ _________________ __________________

Total loans, net of allowance for loan losses 26,356.3 26,811.5 28,545.4 29,031.7 31,844.9 32,245.7
Operating lease equipment, net 10,964.5 10,966.8 10,950.7 10,954.4 10,931.0 10,933.6
Goodwill and intangible assets, net(5) 391.4 418.9 407.9 451.8 440.9 486.5
Unsecured counterparty receivable 682.5 682.5 818.7 818.7 914.6 914.6
Other assets(6) 2,476.4 2,495.8 2,739.1 2,731.3 2,451.2 2,439.0__________________ __________________ __________________ __________________ _________________ __________________
Total assets $52,982.0 $53,510.1 $54,916.8 $55,454.9 $58,060.5 $58,547.3__________________ __________________ __________________ __________________ _________________ ____________________________________ __________________ __________________ __________________ _________________ _________________ 
Liabilities
Deposits(7) $ 4,788.6 $ 4,733.0 $ 4,708.9 $ 4,655.0 $ 4,853.6 $ 4,806.6
Trading liabilities at fair value – derivatives 123.0 123.0 46.9 46.9 55.7 55.7
Credit balances of factoring clients 959.2 959.2 877.3 877.3 881.1 881.1
Other liabilities(8) 2,339.7 2,440.9 2,373.3 2,422.3 2,372.0 2,406.4
Long-term borrowings(1) 35,940.7 36,408.1 38,276.5 38,743.9 41,369.1 41,836.5__________________ __________________ __________________ __________________ _________________ __________________
Total liabilities 44,151.2 44,664.2 46,282.9 46,745.4 49,531.5 49,986.3__________________ __________________ __________________ __________________ _________________ __________________
Equity
Stockholders’ equity
Common stock 2.0 2.0 2.0 2.0 2.0 2.0
Paid-in capital 8,426.6 8,426.6 8,419.1 8,419.1 8,403.8 8,403.8
Accumulated earnings(9) 403.9 423.6 225.0 307.8 82.9 126.2
Accumulated other comprehensive (loss) income 1.1 1.1 (9.7) (9.7) 39.2 35.2
Treasury stock, at cost (4.0) (4.0) (4.0) (4.0) (0.1) (0.1)__________________ __________________ __________________ __________________ _________________ __________________
Total common stockholders’ equity 8,829.6 8,849.3 8,632.4 8,715.2 8,527.8 8,567.1
Noncontrolling interests(10) 1.2 (3.4) 1.5 (5.7) 1.2 (6.1)__________________ __________________ __________________ __________________ _________________ __________________
Total equity 8,830.8 8,845.9 8,633.9 8,709.5 8,529.0 8,561.0__________________ __________________ __________________ __________________ _________________ __________________
Total liabilities and equity $52,982.0 $53,510.1 $54,916.8 $55,454.9 $58,060.5 $58,547.3__________________ __________________ __________________ __________________ _________________ ____________________________________ __________________ __________________ __________________ _________________ _________________ 
Book Value Per Common Share
Book value per common share $ 44.09 $ 44.19 $ 43.11 $ 43.52 $ 42.63 $ 42.83
Tangible book value per common share $ 42.14 $ 42.10 $ 41.07 $ 41.26 $ 40.43 $ 40.40

The following table presents corrections to assets and liabilities related to Variable Interest Entities (VIEs) that are consolidated by the
Company. The increases for each period reflect the correction to consolidate a VIE in accordance with new consolidation accounting
guidance at the beginning of 2010.

Assets
Total cash and deposits (restricted)(1) $ 772.4 $ 796.1 $ 872.0 $ 884.0 $ 841.3 $ 891.3
Assets held for sale 321.3 321.3 312.9 312.9 233.3 233.3
Total loans, net of allowance for loan losses(1) 12,661.1 13,097.9 13,186.9 13,632.5 13,178.1 13,585.7
Operating lease equipment, net 2,754.4 2,754.4 2,605.7 2,605.7 2,519.5 2,519.5__________________ __________________ __________________ __________________ _________________ __________________
Total Assets $16,509.2 $16,969.7 $16,977.5 $17,435.1 $16,772.2 $17,229.8__________________ __________________ __________________ __________________ _________________ ____________________________________ __________________ __________________ __________________ _________________ _________________ 
Liabilities
Beneficial interests issued by consolidated VIEs
(classified as long-term borrowings)(1) $11,350.3 $11,817.7 $12,047.1 $12,514.5 $12,624.7 $13,092.1__________________ __________________ __________________ __________________ _________________ __________________
Total Liabilities $11,350.3 $11,817.7 $12,047.1 $12,514.5 $12,624.7 $13,092.1__________________ __________________ __________________ __________________ _________________ ____________________________________ __________________ __________________ __________________ _________________ _________________ 

“As Originally Reported” reflects balances reported in the March 31, 2010, June 30, 2010 and September 30, 2010 Form 10-Q.

“As Restated” reflects the final restated balances.
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Balance Sheet Corrections

(1) The increase in cash, loans, allowance for loan losses and
long term borrowings for the first three quarters of 2010

reflects the consolidation of an entity that should have been
consolidated as of January 1, 2010 in accordance with the
new consolidation accounting guidance. (dollars in millions)

September June March____________________ __________ ___________
Cash $ 23.7 $ 12.0 $ 50.0

Loans 465.2 474.7 434.3

Allowance for loan losses (28.4) (29.1) (26.7)

Long term borrowings 467.4 467.4 467.4

(2) Correction of the outstanding loans balance for the under-
statement of accretion in the first and second quarters
of 2010.

(3) The December 31, 2009 loans balance was corrected due pri-
marily to adjustment of the opening FSA balance associated
with certain leveraged leases.

(4) The allowance for loan losses was corrected for the utilization
of non-accretable discount in the first quarter of 2010, as
discussed in the Restated Consolidated Statement of
Operations table.

(5) Corrections for goodwill correspond to (a) initial misapplica-
tion of FSA on certain loans, (b) an investment in a
partnership where income tax distributions received were
incorrectly deferred, (c) a decrease in deposits due to a dupli-
cation of accrued interest payable, (d) an increase in the
deferred tax asset valuation allowance, (e) a decrease in the
valuation of certain leveraged leases and (f) capitalized
broker deposit fees that should have been charged off at
December 31, 2009. As stockholders’ equity was stated at

fair value at December 31, 2009, as required by FSA, the net
effect of the aforementioned corrections was an adjustment
to Goodwill.

(6) Other assets decreased due to the write-off of fees.

(7) The decrease in deposits primarily reflects the correction of
the over accrual of interest payable.

(8) Other liabilities increased primarily due to income tax adjust-
ment relating to (1) valuation allowances that should have
been recorded against certain deferred tax assets during the
quarters and (2) a reduction to deferred tax assets on net
operating loss carry-forwards consequent to the sale of a
leveraged lease during the third quarter.

(9) Accumulated earnings increased due to the corrections to
net income.

(10) The noncontrolling interest correction is due to the consolida-
tion of an entity that should have been consolidated as of
January 1, 2010 in accordance with the new consolidation
accounting guidance.
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CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED) (dollars in millions, except per share data)

Nine Months Ended Six Months Ended 
September 30, 2010 June 30, 2010___________________________________________________________________ ___________________________________________________________________

As As
Originally As Originally As
Reported Corrections Restated Reported Corrections Restated__________________ _____________________ ________________ __________________ _____________________ ________________

Interest income

Interest and fees on loans(1)(2)(3) $ 2,884.7 $ 60.1 $ 2,944.8 $ 2,030.7 $ 83.2 $ 2,113.9

Interest and dividends on investments(4) 18.0 3.8 21.8 11.8 2.8 14.6__________________ _____________________ ________________ __________________ _____________________ ________________
Total interest income 2,902.7 63.9 2,966.6 2,042.5 86.0 2,128.5__________________ _____________________ ________________ __________________ _____________________ ________________

Interest expense

Interest on long-term borrowings(1)(5) (2,300.2) (10.0) (2,310.2) (1,592.4) (7.4) (1,599.8)

Interest on deposits(6)(7) (77.5) 14.7 (62.8) (59.0) 19.9 (39.1)__________________ _____________________ ________________ __________________ _____________________ ________________
Total interest expense (2,377.7) 4.7 (2,373.0) (1,651.4) 12.5 (1,638.9)__________________ _____________________ ________________ __________________ _____________________ ________________

Net interest revenue 525.0 68.6 593.6 391.1 98.5 489.6

Provision for credit losses(1)(8) (636.0) (1.9) (637.9) (447.3) (25.5) (472.8)__________________ _____________________ ________________ __________________ _____________________ ________________
Net interest revenue, after credit provision (111.0) 66.7 (44.3) (56.2) 73.0 16.8__________________ _____________________ ________________ __________________ _____________________ ________________
Other income

Rental income on operating leases(9) 1,236.3 5.1 1,241.4 837.9 5.8 843.7

Other(1)(10) 760.3 18.1 778.4 462.8 26.1 488.9__________________ _____________________ ________________ __________________ _____________________ ________________
Total other income 1,996.6 23.2 2,019.8 1,300.7 31.9 1,332.6__________________ _____________________ ________________ __________________ _____________________ ________________

Other expenses

Depreciation on operating lease equipment (512.9) 0.4 (512.5) (352.5) 1.7 (350.8)

Operating expenses(1) (767.2) (1.1) (768.3) (538.9) (0.6) (539.5)__________________ _____________________ ________________ __________________ _____________________ ________________
Total other expenses (1,280.1) (0.7) (1,280.8) (891.4) 1.1 (890.3)__________________ _____________________ ________________ __________________ _____________________ ________________

Income before provision for income taxes 605.5 89.2 694.7 353.1 106.0 459.1

Provision for income taxes(11) (187.2) (61.7) (248.9) (113.6) (18.0) (131.6)__________________ _____________________ ________________ __________________ _____________________ ________________
Net income before attribution of noncontrolling interests 418.3 27.5 445.8 239.5 88.0 327.5

Net income attributable to noncontrolling interests, after tax – (3.8) (3.8) (0.1) (1.2) (1.3)__________________ _____________________ ________________ __________________ _____________________ ________________
Net income $ 418.3 $ 23.7 $ 442.0 $ 239.4 $ 86.8 $ 326.2__________________ _____________________ ________________ __________________ _____________________ __________________________________ _____________________ ________________ __________________ _____________________ ________________
Basic earnings per common share $ 2.09 $ 0.12 $ 2.21 $ 1.20 $ 0.43 $ 1.63

Average number of common shares – basic (thousands) 200,147 200,147 200,057 200,057

Diluted earnings per common share $ 2.09 $ 0.11 $ 2.20 $ 1.19 $ 0.44 $ 1.63

Average number of common shares – diluted (thousands) 200,464 200,464 200,359 200,359

“As Originally Reported” reflects balances reported in the March 31, 2010, June 30, 2010 and September 30, 2010 Form 10-Q.

“Corrections” reflect changes to the originally reported balances and are described below. The sum of the quarterly corrections does not
equal the nine months as the nine months already included certain revisions for March and June quarters reported in the Form 10-Q for
September 30, 2010.

“As Restated” reflects the final restated balances.

CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED) (dollars in millions, except per share data)

Quarter Ended September 30, 2010 Quarter Ended June 30, 2010 Quarter Ended March 31, 2010___________________________________________________________________________ ___________________________________________________________________________ ___________________________________________________________________________
As As As

Originally As Originally As Originally As
Reported Corrections Restated Reported Corrections Restated Reported Corrections Restated__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________

Interest income

Interest and fees on loans(1)(2)(3) $ 809.5 $ 21.4 $ 830.9 $ 987.2 $ 29.3 $1,016.5 $1,043.5 $ 53.9 $1,097.4

Interest and dividends on investments(4) 6.2 1.0 7.2 6.3 1.0 7.3 5.5 1.8 7.3__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________
Total interest income 815.7 22.4 838.1 993.5 30.3 1,023.8 1,049.0 55.7 1,104.7__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________

Interest expense

Interest on long-term borrowings(1)(5) (706.9) (3.5) (710.4) (784.7) (4.5) (789.2) (807.7) (2.9) (810.6)

Interest on deposits(6)(7) (25.3) 1.6 (23.7) (28.9) 10.6 (18.3) (30.1) 9.3 (20.8)__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________
Total interest expense (732.2) (1.9) (734.1) (813.6) 6.1 (807.5) (837.8) 6.4 (831.4)__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________

Net interest revenue 83.5 20.5 104.0 179.9 36.4 216.3 211.2 62.1 273.3

Provision for credit losses(1)(8) (165.2) 0.1 (165.1) (260.7) 14.0 (246.7) (186.6) (39.5) (226.1)__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________
Net interest revenue, after 
credit provision (81.7) 20.6 (61.1) (80.8) 50.4 (30.4) 24.6 22.6 47.2__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________
Other income

Rental income on operating leases(9) 398.4 (0.7) 397.7 419.7 (1.8) 417.9 418.2 7.6 425.8

Other(1)(10) 269.4 20.1 289.5 330.6 7.9 338.5 132.2 18.2 150.4__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________
Total other income 667.8 19.4 687.2 750.3 6.1 756.4 550.4 25.8 576.2__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________

Other expenses

Depreciation on operating 
lease equipment (161.7) – (161.7) (179.0) 0.9 (178.1) (173.5) 0.8 (172.7)

Operating expenses(1) (228.8) – (228.8) (277.0) (0.8) (277.8) (261.9) 0.2 (261.7)__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________
Total other expenses (390.5) – (390.5) (456.0) 0.1 (455.9) (435.4) 1.0 (434.4)__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________

Income before provision for 
income taxes 195.6 40.0 235.6 213.5 56.6 270.1 139.6 49.4 189.0

Provision for income taxes(11) (64.2) (53.1) (117.3) (71.1) (17.1) (88.2) (42.5) (0.9) (43.4)__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________
Net income (loss) before attribution 
of noncontrolling interests 131.4 (13.1) 118.3 142.4 39.5 181.9 97.1 48.5 145.6

Net (income) loss attributable to 
noncontrolling interests, after tax 0.1 (2.6) (2.5) (0.3) – (0.3) 0.2 (1.2) (1.0)__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________
Net income (loss) $ 131.5 $(15.7) $ 115.8 $ 142.1 $ 39.5 $ 181.6 $ 97.3 $ 47.3 $ 144.6__________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ ___________________________________ _____________________ ________________ __________________ _____________________ _________________ __________________ _____________________ _________________
Basic earnings per common share $ 0.66 $(0.08) $ 0.58 $ 0.71 $ 0.20 $ 0.91 $ 0.49 $ 0.23 $ 0.72

Average number of common 
shares – basic (thousands) 200,323 200,323 200,075 200,075 200,040 200,040

Diluted earnings per common share $ 0.66 $(0.08) $ 0.58 $ 0.71 $ 0.20 $ 0.91 $ 0.49 $ 0.23 $ 0.72

Average number of common 
shares – diluted (thousands) 200,668 200,668 200,644 200,644 200,076 200,076



Item 8: Financial Statements and Supplementary Data

CIT ANNUAL REPORT 2010 167

CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(2) Correction of certain 2010 first quarter accretion-related
errors that were associated with performing loans in the
Corporate Finance and Transportation Finance segments.
This resulted in $10.9 million of accretion income that had
been incorrectly reported in the second quarter being cor-
rectly reported in the first quarter. In addition, certain other
accretion-related errors in Corporate Finance loans related to
accretion income that had not been correctly recorded in the
quarters ended March 31 and June 30, 2010, were corrected.

(3) Interest and fees on loans corrected for cash proceeds
received on loans that should have been recognized as inter-
est income for the March, June and September quarters.

(4) Interest and dividends on investments increased to reflect
distributions received on an investment in a partnership that
was incorrectly deferred.

(5) Interest expense on long-term borrowings corrected for
duplicative recognition of certain interest charges in the quar-
ters ended March 31 and June 30, 2010.

(6) Interest on deposits corrected to remove amortization of
capitalized broker deposit fees that should have been written
off at December 31, 2009 in conjunction with the application
of FSA.

(7) Interest on deposits corrected to reflect a reduction in the
deposit balance as of December 31, 2009 of $40.9 million due
to a duplication of an accrual for accrued interest payable
and the associated amortization of the revised FSA deposit
balance and to reflect early redemption of certain deposits.

(8) Provision for credit losses restated principally to correct the
incorrect utilization of approximately $35 million of non-acc-
retable discount in the first quarter of 2010 to offset loan
impairments that should have been charged to provision for
credit losses in that quarter, as well as reverse approximately
$10 million of impairment charges taken in the second
quarter of 2010 that should not have been recognized after
re-establishing the aforementioned non-accretable discount.

(9) Rental income on operating leases corrected to write off
intangible assets at the time the underlying lease was termi-
nated and to correct for certain intangible assets written off in
the March quarter, although the lease was terminated prior to
the emergence date.

(10) Other income increased in the first and second quarters of
2010 to record fees earned on a Vendor Finance liquidating
portfolio that had been incorrectly deferred. Other income
also increased in the first and third quarters of 2010, and
decreased in the second quarter, to correct errors in the
recording of gains on certain asset sales as well as gains asso-
ciated with certain derivative financial instruments.

(11) Provision for income tax adjustment relates to (1) valuation
allowances that should have been recorded against certain
deferred tax assets during the quarters, (2) a reduction to
deferred tax assets on net operating loss carry-forwards con-
sequent to the sale of a leveraged lease during the third
quarter and (3) recording other corrections.

Income Statement Corrections

(1) The change in interest and fees on loans, interest on long
term borrowings, provision for credit losses, other income
and operating expenses due to the consolidation of an entity

that should have been consolidated as of January 1, 2010 in
accordance with the new consolidation accounting guidance
is summarized as follows:

September June March____________________ _________ ___________
Interest and fees on loans $ 6.9 $ 7.2 $ 5.8

Interest on long term borrowings (3.7) (3.1) (3.1)

Provision for credit losses 0.1 (2.4) 0.4

Other income (0.2) (1.0) (1.2)

Operating expenses (0.1) (0.6) (0.5)
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Accumulated
Other Noncontrolling Total

Common Paid-in Retained Comprehensive Treasury Interest in Stockholders’
Stock Capital Earnings Income / (Loss) Stock Subsidiaries Equity________________ _______________ ________________ ____________________________ _______________ ___________________________ ________________________

December 31, 2009 $ 2.0 $8,398.0 $ – $ – $ – $ 1.4 $ 8,401.4________________________
Adoption of new accounting 
pronouncement (18.4) (8.4) (26.8)________________________
Net income 144.6 1.0 145.6

Foreign currency translation adjustments 35.6 35.6

Change in fair value of derivatives 
qualifying as cash flow hedges (0.3) (0.3)

Unrealized gain on available for sale 
equity investments, net (0.1) (0.1)

Minimum pension liability adjustment – –________________________
Total comprehensive income 180.8________________________
Restricted stock and stock option expenses 5.8 (0.1) 5.7

Distribution of earnings and capital (0.1) (0.1)________________ _______________ ________________ ____________________________ _______________ ___________________________ ________________________
March 31, 2010 (restated) 2.0 8,403.8 126.2 35.2 (0.1) (6.1) 8,561.0________________________
Adoption of new accounting 
pronouncement –________________________
Net income 181.6 0.3 181.9

Foreign currency translation adjustments (47.0) (47.0)

Change in fair value of derivatives 
qualifying as cash flow hedges 0.2 0.2

Unrealized gain on available for sale 
equity investments, net 2.1 2.1

Minimum pension liability adjustment (0.2) (0.2)________________________
Total comprehensive income 137.0________________________
Restricted stock and stock option expenses 15.3 (3.9) 11.4

Distribution of earnings and capital 0.1 0.1________________ _______________ ________________ ____________________________ _______________ ___________________________ ________________________
June 30, 2010 (restated) 2.0 8,419.1 307.8 (9.7) (4.0) (5.7) 8,709.5________________________
Adoption of new accounting 
pronouncement –________________________
Net income 115.8 2.5 118.3

Foreign currency translation adjustments 12.0 12.0

Change in fair value of derivatives 
qualifying as cash flow hedges 0.1 0.1

Unrealized gain on available for sale 
equity investments, net (1.2) (1.2)

Minimum pension liability adjustment (0.1) (0.1)

Total comprehensive income 129.1________________________
Restricted stock and stock option expenses 7.5 7.5 ________________________
Distribution of earnings and capital (0.2) (0.2)________________ _______________ ________________ ____________________________ _______________ ___________________________ ________________________
September 30, 2010 (restated) $ 2.0 $8,426.6 $ 423.6 $ 1.1 $ (4.0) $ (3.4) $ 8,845.9________________ _______________ ________________ ____________________________ _______________ ___________________________ ________________________________________ _______________ ________________ ____________________________ _______________ ___________________________ ________________________

CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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CONSOLIDATED STATEMENT OF CASH FLOWS (UNAUDITED) (dollars in millions)

Nine Months Ended Six Months Ended Quarter Ended
September 30, 2010 June 30, 2010 March 31, 2010____________________________________________ ___________________________________________ ___________________________________________

As As As
Originally As Originally As Originally As
Reported Restated Reported Restated Reported Restated__________________ __________________ __________________ __________________ _________________ __________________

Cash Flows From Operations

Net income (loss) before preferred stock dividends $ 418.3 $ 442.0 $ 239.4 $ 326.2 $ 97.3 $ 144.6

Adjustments to reconcile net income to
net cash flows from operations:

Provision for credit losses 636.0 637.9 447.3 472.8 186.6 226.1

Net depreciation, amortization and (accretion) (366.8) (437.6) (300.8) (423.4) (149.8) (236.0)

(Gains) loss on equipment, receivable
and investment sales (331.0) (352.4) (187.6) (189.1) (61.0) (63.5)

Provision (benefit) for deferred income taxes 109.2 109.2 69.6 69.6 16.3 16.3

Decrease in finance receivables held for sale 13.1 13.1 5.6 5.6 7.0 7.0

Increase in other assets (355.2) (355.2) (151.3) (151.3) (140.2) (140.2)

Increase in accrued liabilities and payables 157.6 224.2 55.9 67.7 162.4 164.3__________________ __________________ __________________ __________________ _________________ __________________
Net cash flows provided by operations 281.2 281.2 178.1 178.1 118.6 118.6__________________ __________________ __________________ __________________ _________________ __________________
Cash Flows From Investing Activities

Finance receivables extended and purchased (13,791.5) (13,791.5) (9,100.5) (9,100.5) (4,209.5) (4,209.5)

Principal collections of finance receivables
and investments 19,439.7 19,434.5 13,787.5 13,770.5 6,606.1 6,627.1

Proceeds from asset and receivable sales 3,912.5 3,912.5 2,415.6 2,415.6 389.4 389.4

Purchases of assets to be leased and other equipment (867.6) (867.6) (616.6) (616.6) (284.7) (284.7)

Net decrease in short-term factoring receivables 346.4 346.4 395.1 395.1 154.8 154.8

Change in restricted cash (167.4) (162.2) 241.7 258.7 (507.7) (528.7)__________________ __________________ __________________ __________________ _________________ __________________
Net cash flows provided by investing activities 8,872.1 8,872.1 7,122.8 7,122.8 2,148.4 2,148.4__________________ __________________ __________________ __________________ _________________ __________________
Cash Flows From Financing Activities

Proceeds from the issuance of term debt 2,662.9 2,662.9 2,156.1 2,156.1 1,056.2 1,056.2

Repayments of term debt (10,266.3) (10,266.3) (7,887.1) (7,887.1) (3,269.4) (3,269.4)

Decrease in deposits (401.9) (401.9) (490.8) (490.8) (365.1) (365.1)

Net repayments of non-recourse leveraged lease debt (17.7) (17.7) (14.3) (14.3) (8.6) (8.6)

Collection of security deposits and maintenance funds 542.2 542.2 346.6 346.6 189.7 189.7

Repayment of security deposits and maintenance funds (487.8) (487.8) (329.2) (329.2) (187.8) (187.8)__________________ __________________ __________________ __________________ _________________ __________________
Net cash flows used in financing activities (7,968.6) (7,968.6) (6,218.7) (6,218.7) (2,585.0) (2,585.0)__________________ __________________ __________________ __________________ _________________ __________________
Increase (decrease) in unrestricted
cash and cash equivalents 1,184.7 1,184.7 1,082.2 1,082.2 (318.0) (318.0)

Unrestricted cash and cash equivalents,
beginning of period 8,405.2 8,405.2 8,405.2 8,405.2 8,405.2 8,405.2__________________ __________________ __________________ __________________ _________________ __________________
Unrestricted cash and cash equivalents, end of period $ 9,589.9 $ 9,589.9 $ 9,487.4 $ 9,487.4 $ 8,087.2 $ 8,087.2__________________ __________________ __________________ __________________ _________________ ____________________________________ __________________ __________________ __________________ _________________ __________________

The Company is restating information contained in certain notes
to the quarterly consolidated financial statements that were previ-
ously filed within Form 10-Q. The restated notes include Loans
and Allowance for Loan Losses, Regulatory Capital and Business
Segment Information to present the restated balances. Other

information contained in the notes to the quarterly financial state-
ments were not impacted by the corrections that were recorded
in the restatement and / or were not significantly impacted, and
therefore are not presented herein.
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LOANS AND RESERVE FOR CREDIT LOSSES

The following table presents segment loans, based on obligor location:

Loans (dollars in millions)

Domestic Foreign Total Domestic Foreign Total
(Restated) (Restated) (Restated) (Restated) (Restated) (Restated)___________________ ___________________ ___________________ ___________________ ___________________ ___________________

September 30, 2010 June 30, 2010

Corporate Finance $ 7,658.4 $2,071.6 $ 9,730.0 $ 8,049.8 $2,296.4 $10,346.2

Transportation

Finance 1,281.2 294.8 1,576.0 1,321.5 315.4 1,636.9

Trade Finance 2,398.3 207.2 2,605.5 2,259.5 255.1 2,514.6

Vendor Finance 2,761.7 2,355.6 5,117.3 3,585.1 2,516.2 6,101.3

Consumer 8,190.2 18.0 8,208.2 8,770.3 19.3 8,789.6___________________ ___________________ ___________________ ___________________ ___________________ ___________________
Total $22,289.8 $4,947.2 $27,237.0 $23,986.2 $5,402.4 $29,388.6___________________ ___________________ ___________________ ___________________ ___________________ ______________________________________ ___________________ ___________________ ___________________ ___________________ ___________________

March 31, 2010

Corporate Finance $ 9,400.9 $2,744.4 $12,145.3

Transportation

Finance 1,451.7 326.6 1,778.3

Trade Finance 2,510.5 283.6 2,794.1

Vendor Finance 3,987.2 2,808.7 6,795.9

Consumer 8,927.4 18.6 8,946.0___________________ ___________________ ___________________
Total $26,277.7 $6,181.9 $32,459.6___________________ ___________________ ______________________________________ ___________________ ___________________

Restated Changes in Allowance for Credit Losses (dollars in millions)

Quarters Ended
Nine Months Six Months

____________________________________________________________________________ Ended Ended
September 30, June 30, March 31, September 30, June 30,

2010 2010 2010 2010 2010___________________________ _________________ __________________ ___________________________ ___________________________
Balance, beginning of period $ 356.9 $ 213.9 $ – $ – $ –___________________________ _________________ __________________ ___________________________ ___________________________
Provision for credit losses 165.1 246.7 226.1 637.9 472.8

Reserve change relating to
new accounting pronouncement – – 68.6 68.6 68.6

Reserve changes relating to sales, foreign
currency translation, other 4.6 2.6 (3.3) 3.9 (0.7)___________________________ _________________ __________________ ___________________________ ___________________________
Net additions to the reserve for credit losses 169.7 249.3 291.4 710.4 540.7___________________________ _________________ __________________ ___________________________ ___________________________
Charged-off – finance receivables (111.9) (113.3) (79.7) (304.9) (193.0)

Recoveries(1) 10.8 7.0 2.2 20.0 9.2___________________________ _________________ __________________ ___________________________ ___________________________
Net credit losses (101.1) (106.3) (77.5) (284.9) (183.8)___________________________ _________________ __________________ ___________________________ ___________________________
Reserve balance – end of period $ 425.5 $ 356.9 $213.9 $ 425.5 $ 356.9___________________________ _________________ __________________ ___________________________ ______________________________________________________ _________________ __________________ ___________________________ ___________________________

(1) Recoveries for the three months ended September 30, June 30, and March 31, 2010, respectively do not include $51.8 million, $113.1 million and $44.0
million and for the nine months ended September 30, 2010 and six months ended June 30, 2010 do not include $208.9 million and $157.1 million, respec-
tively, of recoveries on accounts that were charged-off pre-FSA, which are included in Other Income.
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REGULATORY CAPITAL

The Company and CIT Bank are each subject to various regula-
tory capital requirements administered by the Federal Reserve
Bank (“FRB”) and the Federal Deposit Insurance Corporation
(“FDIC”). See Form 10-K for details on requirements.

Quantitative measures established by regulation to ensure capital
adequacy require that the Company and CIT Bank each maintain
minimum amounts and ratios of Total and Tier 1 capital to risk-
weighted assets, and of Tier 1 capital to average assets, subject
to any agreement with regulators to maintain higher capital

levels. In connection with becoming a bank holding company in
December 2008, the Company committed to a minimum Total
Risk Based Capital Ratio of 13%. In connection with converting
to a Utah state bank in December 2008, CIT Bank committed
to maintaining for three years a Tier 1 Leverage Ratio of at
least 15%.

The calculation of the Company’s regulatory capital ratios are
subject to review and consultation with the Federal Reserve Bank,
which may result in refinements to amounts reported.

Tier 1 Capital and Total Capital Components (dollars in millions)

CIT Group Inc. CIT Bank_________________________________________________________________________________ ______________________________________________________________________________

September 30, June 30, March 31, September 30, June 30, March 31,
2010 2010 2010 2010 2010 2010___________________________ _________________ __________________ ___________________________ ________________ __________________

Restated Restated Restated Restated Restated Restated

Tier 1 Capital

Total stockholders’ equity $ 8,849.3 $ 8,715.2 $ 8,567.1 $1,788.9 $1,746.4 $1,673.6

Effect of certain items in accumulated
other comprehensive loss excluded
from Tier 1 Capital (0.5) (1.7) 0.4 (0.2) (0.2) (0.1)___________________________ _________________ __________________ ___________________________ ________________ __________________

Adjusted total equity 8,848.8 8,713.5 8,567.5 1,788.7 1,746.2 1,673.5

Less: Goodwill (277.4) (277.4) (277.4) – – –

Disallowed intangible assets (141.5) (174.4) (209.1) – – –

Investment in certain subsidiaries – – – – – –

Other Tier 1 components(1) (88.1) (88.5) (93.4) (135.2) (142.0) (178.9)___________________________ _________________ __________________ ___________________________ ________________ __________________
Tier 1 Capital 8,341.8 8,173.2 7,987.6 1,653.5 1,604.2 1,494.6

Tier 2 Capital

Qualifying reserve for credit losses 425.5 356.9 213.9 6.0 5.2 5.8

Other Tier 2 components(2) 0.3 1.0 0.8 0.1 0.1 –___________________________ _________________ __________________ ___________________________ ________________ __________________
Total qualifying capital $ 8,767.6 $ 8,531.1 $ 8,202.3 $1,659.6 $1,609.5 $1,500.4___________________________ _________________ __________________ ___________________________ ________________ _____________________________________________ _________________ __________________ ___________________________ ________________ __________________
Risk-weighted assets $45,330.2 $47,210.1 $51,309.7 $2,808.9 $2,637.7 $3,308.4___________________________ _________________ __________________ ___________________________ ________________ _____________________________________________ _________________ __________________ ___________________________ ________________ __________________
Total Capital (to risk-weighted assets):

Actual 19.3% 18.1% 16.0% 59.1% 61.0% 45.4%

Required Ratio for Capital
Adequacy Purposes(3) 13.0% 13.0% 13.0% 8.0% 8.0% 8.0%

Tier 1 Capital (to risk-weighted assets):

Actual 18.4% 17.3% 15.6% 58.9% 60.8% 45.2%

Required Ratio for Capital
Adequacy Purposes 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%

Tier 1 Leverage Ratio:

Actual 15.5% 14.6% 13.6% 22.6% 20.7% 17.5%

Required Ratio for Capital
Adequacy Purposes(3) 4.0% 4.0% 4.0% 15.0% 15.0% 15.0%

(1) Includes the portion of net deferred tax assets that does not qualify for inclusion in Tier 1 capital based on the capital guidelines and the Tier 1 capital
charge for nonfinancial equity investments.

(2) Banking organizations are permitted to include in Tier 2 Capital up to 45% of net unrealized pretax gains on available-for-sale equity securities with readily
determinable fair values.

(3) The BHC has committed to maintaining its total capital ratio and the Bank its leverage ratios above regulatory minimum levels.
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BUSINESS SEGMENT INFORMATION
The following tables present the impacts of revising and restating prior period segment balances.

Quarter Ended September 30, 2010 Nine Months Ended September 30, 2010______________________________________________________________________ ______________________________________________________________________
As As

Originally As Originally As
Reported Corrections Restated Reported Corrections Restated_______________ __________________ ______________ _______________ __________________ _______________

Corporate Finance
Total interest income $ 370.3 $ 9.9 $ 380.2 $1,397.3 $ 25.6 $1,422.9
Total interest expense (218.3) (3.1) (221.4) (790.3) (5.9) (796.2)
Provision for credit losses (105.6) 0.1 (105.5) (332.7) (1.9) (334.6)
Rental income on operating leases 6.1 – 6.1 22.2 – 22.2
Other income, excluding rental income 132.5 20.1 152.6 443.5 18.1 461.6
Depreciation on operating lease equipment (3.2) – (3.2) (11.9) – (11.9)
Other expenses (69.7) – (69.7) (238.8) (1.1) (239.9)_______________ __________________ ______________ _______________ __________________ _______________
Income before provision for income taxes $ 112.1 $ 27.0 $ 139.1 $ 489.3 $ 34.8 $ 524.1_______________ __________________ ______________ _______________ __________________ ______________________________ __________________ ______________ _______________ __________________ _______________
Net income (loss) $ 87.6 $(21.5) $ 66.1 $ 423.5 $ (6.6) $ 416.9_______________ __________________ ______________ _______________ __________________ ______________________________ __________________ ______________ _______________ __________________ _______________
Transportation Finance
Total interest income $ 51.0 $ 4.8 $ 55.8 $ 162.6 $ 14.7 $ 177.3
Total interest expense (237.6) – (237.6) (730.7) 0.5 (730.2)
Provision for credit losses (17.2) – (17.2) (21.5) – (21.5)
Rental income on operating leases 308.4 (0.7) 307.7 924.4 5.1 929.5
Other income, excluding rental income 28.7 – 28.7 69.1 – 69.1
Depreciation on operating lease equipment (82.2) – (82.2) (246.7) – (246.7)
Other expenses (36.7) – (36.7) (121.8) – (121.8)_______________ __________________ ______________ _______________ __________________ _______________
Income before provision for income taxes $ 14.4 $ 4.1 $ 18.5 $ 35.4 $ 20.3 $ 55.7_______________ __________________ ______________ _______________ __________________ ______________________________ __________________ ______________ _______________ __________________ _______________
Net income $ 10.3 $ 1.2 $ 11.5 $ 27.3 $ 10.5 $ 37.8_______________ __________________ ______________ _______________ __________________ ______________________________ __________________ ______________ _______________ __________________ _______________
Trade Finance
Total interest income $ 23.2 $ – $ 23.2 $ 78.1 $ – $ 78.1
Total interest expense (37.7) – (37.7) (128.8) – (128.8)
Provision for credit losses (11.4) – (11.4) (57.6) – (57.6)
Rental income on operating leases – – – – – –
Other income, excluding rental income 44.1 – 44.1 144.7 – 144.7
Depreciation on operating lease equipment – – – – – –
Other expenses (30.7) – (30.7) (95.7) – (95.7)_______________ __________________ ______________ _______________ __________________ _______________
Loss before benefit for income taxes $ (12.5) $ – $ (12.5) $ (59.3) $ – $ (59.3)_______________ __________________ ______________ _______________ __________________ ______________________________ __________________ ______________ _______________ __________________ _______________
Net loss $ (10.5) $ – $ (10.5) $ (54.6) $ – $ (54.6)_______________ __________________ ______________ _______________ __________________ ______________________________ __________________ ______________ _______________ __________________ _______________
Vendor Finance
Total interest income $ 277.0 $ 7.4 $ 284.4 $ 969.8 $ 21.8 $ 991.6
Total interest expense (160.8) – (160.8) (519.1) – (519.1)
Provision for credit losses (38.5) – (38.5) (202.9) – (202.9)
Rental income on operating leases 83.9 – 83.9 290.8 – 290.8
Other income, excluding rental income 65.8 – 65.8 137.8 – 137.8
Depreciation on operating lease equipment (76.3) – (76.3) (254.8) 0.4 (254.4)
Other expenses (69.6) – (69.6) (242.8) – (242.8)_______________ __________________ ______________ _______________ __________________ _______________
Income before provision for income taxes $ 81.5 $ 7.4 $ 88.9 $ 178.8 $ 22.2 $ 201.0_______________ __________________ ______________ _______________ __________________ ______________________________ __________________ ______________ _______________ __________________ _______________
Net income (loss) $ 79.1 $ 4.4 $ 83.5 $ 132.0 $(13.7) $ 118.3_______________ __________________ ______________ _______________ __________________ ______________________________ __________________ ______________ _______________ __________________ _______________
Consumer
Total interest income $ 88.8 $ 0.3 $ 89.1 $ 279.9 $ 1.8 $ 281.7
Total interest expense (69.3) 1.2 (68.1) (204.4) 10.1 (194.3)
Provision for credit losses (7.5) – (7.5) (21.3) – (21.3)
Rental income on operating leases – – – – – –
Other income, excluding rental income (8.3) – (8.3) 15.8 – 15.8
Depreciation on operating lease equipment – – – – – –
Other expenses (19.1) – (19.1) (63.3) – (63.3)_______________ __________________ ______________ _______________ __________________ _______________
Income (loss) before provision (benefit) for income taxes $ (15.4) $ 1.5 $ (13.9) $ 6.7 $ 11.9 $ 18.6_______________ __________________ ______________ _______________ __________________ ______________________________ __________________ ______________ _______________ __________________ _______________
Net income (loss) $ (14.5) $ 1.4 $ (13.1) $ 7.0 $ 11.9 $ 18.9_______________ __________________ ______________ _______________ __________________ ______________________________ __________________ ______________ _______________ __________________ _______________
Corporate and Other
Total interest income $ 5.4 $ – $ 5.4 $ 15.0 $ – $ 15.0
Total interest expense (8.5) – (8.5) (4.4) – (4.4)
Provision for credit losses 15.0 – 15.0 – – –
Rental income on operating leases – – – (1.1) – (1.1)
Other income, excluding rental income 6.6 – 6.6 (50.6) – (50.6)
Depreciation on operating lease equipment – – – 0.5 – 0.5
Other expenses (3.0) – (3.0) (4.8) – (4.8)_______________ __________________ ______________ _______________ __________________ _______________
Income (loss) before provision (benefit) for income taxes $ 15.5 $ – $ 15.5 $ (45.4) $ – $ (45.4)_______________ __________________ ______________ _______________ __________________ ______________________________ __________________ ______________ _______________ __________________ _______________
Net income (loss) $ (20.5) $ (1.2) $ (21.7) $ (116.9) $ 21.6 $ (95.3)_______________ __________________ ______________ _______________ __________________ ______________________________ __________________ ______________ _______________ __________________ _______________
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Quarter Ended June 30, 2010 Six Months Ended June 30, 2010______________________________________________________________________ ______________________________________________________________________
As As

Originally As Originally As
Reported Corrections Restated Reported Corrections Restated_______________ __________________ ______________ _______________ __________________ ______________

Corporate Finance
Total interest income $ 481.7 $ 13.0 $ 494.7 $ 985.7 $ 57.0 $1,042.7
Total interest expense (273.6) (2.4) (276.0) (570.6) (4.2) (574.8)
Provision for credit losses (109.2) 14.0 (95.2) (203.6) (25.5) (229.1)
Rental income on operating leases 7.3 – 7.3 16.1 – 16.1
Other income, excluding rental income 205.9 0.5 206.4 309.0 – 309.0
Depreciation on operating lease equipment (5.6) 0.5 (5.1) (10.0) 1.3 (8.7)
Other expenses (89.7) (0.6) (90.3) (169.1) (1.1) (170.2)_______________ __________________ ______________ _______________ __________________ ______________
Income before provision for income taxes $ 216.8 $ 25.0 $ 241.8 $ 357.5 $ 27.5 $ 385.0_______________ __________________ ______________ _______________ __________________ _____________________________ __________________ ______________ _______________ __________________ ______________
Net income $ 206.4 $ 2.4 $ 208.8 $ 334.7 $ 16.1 $ 350.8_______________ __________________ ______________ _______________ __________________ _____________________________ __________________ ______________ _______________ __________________ ______________
Transportation Finance
Total interest income $ 53.4 $ 4.4 $ 57.8 $ 110.9 $ 10.6 $ 121.5
Total interest expense (234.6) 0.3 (234.3) (493.1) 0.5 (492.6)
Provision for credit losses (3.0) – (3.0) (4.3) – (4.3)
Rental income on operating leases 316.8 (1.8) 315.0 616.0 5.8 621.8
Other income, excluding rental income 18.2 – 18.2 40.4 – 40.4
Depreciation on operating lease equipment (85.9) – (85.9) (164.5) – (164.5)
Other expenses (45.5) – (45.5) (85.1) – (85.1)_______________ __________________ ______________ _______________ __________________ ______________
Income before provision (benefit) for income taxes $ 19.4 $ 2.9 $ 22.3 $ 20.3 $ 16.9 $ 37.2_______________ __________________ ______________ _______________ __________________ _____________________________ __________________ ______________ _______________ __________________ ______________
Net income (loss) $ 25.1 $(16.1) $ 9.0 $ 17.3 $ 9.0 $ 26.3_______________ __________________ ______________ _______________ __________________ _____________________________ __________________ ______________ _______________ __________________ ______________
Trade Finance
Total interest income $ 24.4 $ – $ 24.4 $ 54.9 $ – $ 54.9
Total interest expense (45.1) (4.4) (49.5) (83.6) (7.5) (91.1)
Provision for credit losses (12.3) – (12.3) (46.2) – (46.2)
Rental income on operating leases – – – – – –
Other income, excluding rental income 47.0 4.4 51.4 93.1 7.5 100.6
Depreciation on operating lease equipment – – – – – –
Other expenses (33.0) – (33.0) (65.0) – (65.0)_______________ __________________ ______________ _______________ __________________ ______________
(Loss) before provision (benefit) for income taxes $ (19.0) $ – $ (19.0) $ (46.8) $ – $ (46.8)_______________ __________________ ______________ _______________ __________________ _____________________________ __________________ ______________ _______________ __________________ ______________
Net loss $ (16.0) $ (2.1) $ (18.1) $ (43.8) $ (0.3) $ (44.1)_______________ __________________ ______________ _______________ __________________ _____________________________ __________________ ______________ _______________ __________________ ______________
Vendor Finance
Total interest income $ 333.2 $ 12.0 $ 345.2 $ 692.8 $ 14.4 $ 707.2
Total interest expense (190.4) – (190.4) (358.3) – (358.3)
Provision for credit losses (111.9) – (111.9) (164.4) – (164.4)
Rental income on operating leases 96.1 – 96.1 206.9 – 206.9
Other income, excluding rental income 26.2 7.0 33.2 53.4 18.6 72.0
Depreciation on operating lease equipment (87.8) 0.4 (87.4) (178.5) 0.4 (178.1)
Other expenses (86.3) – (86.3) (173.2) – (173.2)_______________ __________________ ______________ _______________ __________________ ______________
Income (loss) before provision (benefit) for income taxes $ (20.9) $ 19.4 $ (1.5) $ 78.7 $ 33.4 $ 112.1_______________ __________________ ______________ _______________ __________________ _____________________________ __________________ ______________ _______________ __________________ ______________
Net income (loss) $ (62.1) $ 7.7 $ (54.4) $ 34.5 $ 0.3 $ 34.8_______________ __________________ ______________ _______________ __________________ _____________________________ __________________ ______________ _______________ __________________ ______________
Consumer
Total interest income $ 95.8 $ 0.9 $ 96.7 $ 188.6 $ 4.0 $ 192.6
Total interest expense (64.2) 4.8 (59.4) (135.1) 8.9 (126.2)
Provision for credit losses (9.3) – (9.3) (13.8) – (13.8)
Rental income on operating leases – – – – – –
Other income, excluding rental income 18.3 – 18.3 24.1 – 24.1
Depreciation on operating lease equipment – – – – – –
Other expenses (22.7) – (22.7) (44.2) – (44.2)_______________ __________________ ______________ _______________ __________________ ______________
Income before provision for income taxes $ 17.9 $ 5.7 $ 23.6 $ 19.6 $ 12.9 $ 32.5_______________ __________________ ______________ _______________ __________________ _____________________________ __________________ ______________ _______________ __________________ ______________
Net income $ 14.2 $ 9.2 $ 23.4 $ 19.4 $ 12.6 $ 32.0_______________ __________________ ______________ _______________ __________________ _____________________________ __________________ ______________ _______________ __________________ ______________
Corporate and Other
Total interest income $ 5.0 $ – $ 5.0 $ 9.6 $ – $ 9.6
Total interest expense (5.7) 7.8 2.1 (10.7) 14.8 4.1
Provision for credit losses (15.0) – (15.0) (15.0) – (15.0)
Rental income on operating leases (0.5) – (0.5) (1.1) – (1.1)
Other income, excluding rental income 15.0 (4.0) 11.0 (57.2) – (57.2)
Depreciation on operating lease equipment 0.3 – 0.3 0.5 – 0.5
Other expenses 0.2 (0.2) – (2.3) 0.5 (1.8)_______________ __________________ ______________ _______________ __________________ ______________
Income (loss) before provision (benefit) for income taxes $ (0.7) $ 3.6 $ 2.9 $ (76.2) $ 15.3 $ (60.9)_______________ __________________ ______________ _______________ __________________ _____________________________ __________________ ______________ _______________ __________________ ______________
Net income (loss) $ (25.5) $ 38.4 $ 12.9 $(122.7) $ 49.1 $ (73.6)_______________ __________________ ______________ _______________ __________________ _____________________________ __________________ ______________ _______________ __________________ ______________

CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Quarter Ended March 31, 2010_______________________________________________________________________________
As

Originally As
Reported Corrections Restated_______________ __________________ ______________

Corporate Finance
Total interest income $ 504.0 $ 44.0 $ 548.0
Total interest expense (297.0) (1.8) (298.8)
Provision for credit losses (94.4) (39.5) (133.9)
Rental income on operating leases 8.8 – 8.8
Other income, excluding rental income 103.1 (0.5) 102.6
Depreciation on operating lease equipment (4.4) 0.8 (3.6)
Other expenses (79.4) (0.5) (79.9)_______________ __________________ ______________
Income before (benefit) provision for income taxes $ 140.7 $ 2.5 $ 143.2_______________ __________________ _____________________________ __________________ ______________
Net income $ 128.3 $ 13.7 $ 142.0_______________ __________________ _____________________________ __________________ ______________
Transportation Finance
Total interest income $ 57.5 $ 6.2 $ 63.7
Total interest expense (258.5) 0.2 (258.3)
Provision for credit losses (1.3) – (1.3)
Rental income on operating leases 299.2 7.6 306.8
Other income, excluding rental income 22.2 – 22.2
Depreciation on operating lease equipment (78.6) – (78.6)
Other expenses (39.6) – (39.6)_______________ __________________ ______________
Income before provision (benefit) for income taxes $ 0.9 $ 14.0 $ 14.9_______________ __________________ _____________________________ __________________ ______________
Net income (loss) $ (7.8) $ 25.1 $ 17.3_______________ __________________ _____________________________ __________________ ______________
Trade Finance
Total interest income $ 30.5 $ – $ 30.5
Total interest expense (38.5) (3.1) (41.6)
Provision for credit losses (33.9) – (33.9)
Rental income on operating leases – – –
Other income, excluding rental income 46.1 3.1 49.2
Depreciation on operating lease equipment – – –
Other expenses (32.0) – (32.0)_______________ __________________ ______________
Loss before (benefit) for income taxes $ (27.8) $ – $ (27.8)_______________ __________________ _____________________________ __________________ ______________
Net income (loss) $ (27.8) $ 1.8 $ (26.0)_______________ __________________ _____________________________ __________________ ______________
Vendor Finance
Total interest income $ 359.6 $ 2.4 $ 362.0
Total interest expense (167.9) – (167.9)
Provision for credit losses (52.5) – (52.5)
Rental income on operating leases 110.8 – 110.8
Other income, excluding rental income 27.2 11.6 38.8
Depreciation on operating lease equipment (90.7) – (90.7)
Other expenses (86.9) – (86.9)_______________ __________________ ______________
Income before provision for income taxes $ 99.6 $ 14.0 $ 113.6_______________ __________________ _____________________________ __________________ ______________
Net income (loss) $ 96.6 $ (7.4) $ 89.2_______________ __________________ _____________________________ __________________ ______________
Consumer
Total interest income $ 92.8 $ 3.1 $ 95.9
Total interest expense (70.9) 4.1 (66.8)
Provision for credit losses (4.5) – (4.5)
Rental income on operating leases – – –
Other income, excluding rental income 5.8 – 5.8
Depreciation on operating lease equipment – – –
Other expenses (21.5) – (21.5)_______________ __________________ ______________
Income before (benefit) provision for income taxes $ 1.7 $ 7.2 $ 8.9_______________ __________________ _____________________________ __________________ ______________
Net income $ 5.2 $ 3.4 $ 8.6_______________ __________________ _____________________________ __________________ ______________
Corporate and Other
Total interest income $ 4.6 $ – $ 4.6
Total interest expense (5.0) 7.0 2.0
Provision for credit losses – – –
Rental income on operating leases (0.6) – (0.6)
Other income, excluding rental income (72.2) 4.0 (68.2)
Depreciation on operating lease equipment 0.2 – 0.2
Other expenses (2.5) 0.7 (1.8)_______________ __________________ ______________
Income (loss) before provision for income taxes $ (75.5) $ 11.7 $ (63.8)_______________ __________________ _____________________________ __________________ ______________
Net income (loss) $ (97.2) $ 10.7 $ (86.5)_______________ __________________ _____________________________ __________________ ______________
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NOTE 27 — SUBSEQUENT EVENTS (UNAUDITED)

On January 4, 2011, CIT redeemed the remaining principal
balance of $750 million of Series B Notes at a redemption price
of 102% of the aggregate principal amount redeemed.

On January 11, 2011, CIT sold approximately $250 million of gov-
ernment-guaranteed student loans, which were in assets held for
sale at December 31, 2010.

On January 31, 2011, CIT redeemed $500 million principal
balance of Series A Notes at a redemption price of 102% of the
aggregate principal amount redeemed.

On February 28, 2011, CIT announced its intention to redeem on
March 31, 2011 $500 million principal balance of CIT’s Series A
Notes maturing in 2013, at a redemption price of 102% of the
aggregate principal amount to be redeemed.

CIT GROUP AND SUBSIDIARIES — NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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Item 9. Changes in and Disagreements with Accountants on Accounting and
Financial Disclosure

None

Item 9A. Controls and Procedures

BACKGROUND

As previously reported in the Company’s Current Report on Form
8-K filed on February 2, 2011, on January 27, 2011, the Audit
Committee, in consultation with management, concluded that the
Company’s previously issued financial statements for the first
three quarters of 2010 should be restated in order to correct
certain identified errors. Accordingly, the Company has restated
its previously issued financial statements for those periods. See
Part II – Item 7 – Management’s Discussion and Analysis of
Financial Condition and Results of Operations – Background on
the Restatement and Note 26, Selected Quarterly Financial Data
of the Notes to Consolidated Financial Statements included in
Part II – Item 8 – Financial Statements and Supplementary Data.

EVALUATION OF DISCLOSURE CONTROLS AND
PROCEDURES

Under the supervision of and with the participation of manage-
ment, including our principal executive officer and principal
financial officer, we evaluated the effectiveness of our disclosure
controls and procedures, as such term is defined in Rules 13a-
15(e) and 15d-15(e) promulgated under the Securities and
Exchange Act of 1934, as amended (the “Exchange Act”) as of
December 31, 2010. This evaluation identified a material weak-
ness in internal control over financial reporting as described
below in Management’s Report on Internal Control over Financial
Reporting and, as a result, the principal executive officer and
principal financial officer concluded that the Company’s disclo-
sure controls and procedures were not effective as of
December 31, 2010. Based on a number of factors, including our
internal review that identified revisions to our previously issued
quarterly financial statements, and remediation actions taken to
address the material weakness, we believe the consolidated
financial statements in this Annual Report fairly present, in all
material respects, our financial position, results of operations and
cash flows as of the dates, and for the periods, presented, in con-
formity with generally accepted accounting principles.

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING

Management of CIT is responsible for establishing and maintaining
adequate internal control over financial reporting, as such term is
identified in Exchange Act Rules 13a-15(f) and 15d-15(f). Internal
control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles. A
company’s internal control over financial reporting includes those
policies and procedures that: (i) pertain to the maintenance of

records that, in reasonable detail, accurately and fairly reflect 
the transactions and dispositions of the assets of the Company; 
(ii) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accor-
dance with generally accepted accounting principles, and that
receipts and expenditures of the Company are being made only in
accordance with generally accepted accounting principles and that
receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of
the Company; and (iii) provide reasonable assurance regarding pre-
vention or timely detection of unauthorized acquisition, use, or
disposition of the Company’s assets that could have a material
effect on the financial statements.

Because of its inherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Also, projec-
tions of any evaluation of effectiveness to future periods are
subject to the risk that controls may become inadequate because
of changes in conditions or that the degree of compliance with
the policies or procedures may deteriorate.

Management of CIT, including our principal executive officer and
principal financial officer, conducted an evaluation of the effective-
ness of the Company’s internal control over financial reporting as
of December 31, 2010 using the criteria set forth by the
Committee of Sponsoring Organizations of the Treadway
Commission (“COSO”) in Internal Control – Integrated
Framework. A material weakness is a control deficiency, or combi-
nation of control deficiencies, such that there is a reasonable
possibility that a material misstatement to the annual or interim
financial statements will not be prevented or detected on a timely
basis. Based upon that evaluation, management identified a series
of deficiencies, that in aggregate were determined to be a mate-
rial weakness related to the Company’s application of Fresh Start
Accounting (“FSA”). Specifically, the Company did not have effec-
tive controls over the processes to ensure proper accretion of
discounts for loan prepayments, modifications, and charge-offs.

This material weakness resulted in a material misstatement of
interest income and other income and the restatement of the
Company’s consolidated financial statements for the first three
quarterly periods in the year ended December 31, 2010 as dis-
cussed in Note 26, Quarterly Financial Data to the consolidated
financial statements included in this Annual Report on Form 10-K.
Additionally, this material weakness could result in a misstate-
ment of the aforementioned account balances and related
disclosures that would result in a material misstatement to the
annual or interim consolidated financial statements that would
not be prevented or detected.
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As a result of the material weakness in internal control over finan-
cial reporting described above, management concluded that the
Company’s internal control over financial reporting was not effec-
tive as of December 31, 2010, based on the criteria established in
Internal Control – Integrated Framework issued by the COSO.

Management’s assessment of the effectiveness of the Company’s
internal control over financial reporting as of December 31, 2010
has been audited by PricewaterhouseCoopers LLP, an independ-
ent registered public accounting firm, as stated in their report
which appears herein.

PLAN FOR REMEDIATION OF THE MATERIAL WEAKNESS IN
INTERNAL CONTROL OVER FINANCIAL REPORTING

Management has been actively engaged in the planning and
implementation of remediation efforts to address the material
weakness. These remediation efforts, outlined below, are
intended both to address the identified material weakness and to
enhance the Company’s overall financial control environment. The
material weakness arose due to the complexities of applying FSA
at the time of emergence from Bankruptcy and the ongoing com-
plexity of the processes necessary to properly record accretion.

As of December 31, 2010, management believes it has placed in
operation controls to address the material weakness, however
given the timing of certain remediation activities there was not
sufficient evidence to conclude upon their sustained effective-
ness. As a result, during 2011, management will continue to
monitor and test the controls that have been implemented to
ensure sustained effectiveness and will further remediate should
any evidence of ineffectiveness be found.

The Audit Committee has directed management to monitor and
test the controls implemented and develop additional controls
should any of these new controls require additional enhance-
ment. In addition, under the direction of the Audit Committee,
management will continue to review and make necessary changes
to the overall design of the Company’s internal control environ-
ment, as well as policies and procedures to improve the overall
effectiveness of internal control over financial reporting.

Management believes the measures described above and others
that will be implemented as necessary will remediate the control
deficiencies the Company has identified and strengthen its inter-
nal control over financial reporting. Management is committed to
continuous improvement of the Company’s internal control
processes and will continue to diligently review the Company’s
financial reporting controls and procedures. As management con-
tinues to evaluate and work to improve internal control over
financial reporting, the Company may determine to take addi-
tional measures to address control deficiencies or determine to
modify, or in appropriate circumstances not to complete, certain
of the remediation measures described above.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL
REPORTING

As described above, there have been changes in our internal
control over financial reporting during the quarter ended
December 31, 2010 that have materially affected, or are reason-
ably likely to materially affect, the Company’s internal control over
financial reporting.

Item 9B. Other Information

None
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PART THREE

Item 10. Directors, Executive Officers and Corporate Governance

The information called for by Item 10 is incorporated by reference from the information under the captions “Election of Directors”, “CIT’s
Corporate Governance” and “Executive Officers” in our Proxy Statement for our 2011 annual meeting of stockholders.

Item 11. Executive Compensation

The information called for by Item 11 is incorporated by reference from the information under the captions “2011 Compensation
Committee Report and Certification of Risk Review”, “Narrative Risk Disclosure”, “Compensation Discussion and Analysis”, “Executive
Compensation”, and “Director Compensation” in our Proxy Statement for our 2011 annual meeting of stockholders.

Item 12. Security Ownership of Certain Beneficial Owners and Management and
Related Stockholder Matters

The information called for by Item 12 is incorporated by reference from the information under the caption “Security Ownership of Certain
Beneficial Owners and Management” in our Proxy Statement for our 2011 annual meeting of stockholders.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information called for by Item 13 is incorporated by reference from the information under the captions “CIT’s Corporate
Governance” and “Certain Relationships and Related Transactions” in our Proxy Statement for our 2011 annual meeting of stockholders.

Item 14. Principal Accountant Fees and Services

The information called for by Item 14 is incorporated by reference from the information under the caption “Appointment of Independent
Auditors” in our Proxy Statement for our 2011 annual meeting of stockholders.
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PART FOUR

Item 15. Exhibits and Financial Statement Schedules

(a) The following documents are filed with the Securities and Exchange Commission as part of this report (see Item 8):

1. The following financial statements of CIT and Subsidiaries:
Report of Independent Registered Public Accounting Firm Consolidated Balance Sheets at December 31, 2010 and December 31, 2009.
Consolidated Statements of Operations for the years ended December 31, 2010, 2009 and 2008.
Consolidated Statements of Stockholders’ Equity for the years ended December 31, 2010, 2009 and 2008.
Consolidated Statements of Cash Flows for the years ended December 31, 2010, 2009 and 2008.
Notes to Consolidated Financial Statements

2. All schedules are omitted because they are not applicable or because the required information appears in the Consolidated
Financial Statements or the notes thereto.

(b) Exhibits

3.1 Third Restated Certificate of Incorporation of the Company, dated December 8, 2009 (incorporated by reference to 
Exhibit 3.1 to Form 8-K filed December 9, 2009).

3.2 Amended and Restated By-laws of the Company, as amended through December 8, 2009 (incorporated by reference to
Exhibit 3.2 to Form 8-K filed December 9, 2009).

4.1 Indenture dated as of December 10, 2009 between CIT Group Inc. and Deutsche Bank Trust Company Americas (incorpo-
rated by reference to Exhibit 4.1 to Form 8-K filed December 16, 2009).

4.2 First Supplemental Indenture dated as of December 10, 2009 among CIT Group Inc., certain Guarantors named therein and
Deutsche Bank Trust Company Americas for the issuance of series A second-priority secured notes (incorporated by refer-
ence to Exhibit 4.2 to Form 8-K filed December 16, 2009).

4.3 Indenture as of dated December 10, 2009 between CIT Group Funding Company of Delaware, LLC and Deutsche Bank
Trust Company Americas (incorporated by reference to Exhibit 4.3 to Form 8-K filed December 16, 2009).

4.4 First Supplemental Indenture dated as of December 10, 2009 CIT Group Funding Company of Delaware, LLC, CIT Group
Inc. and the other Guarantors named therein and Deutsche Bank Trust Company Americas for the issuance of series B
second-priority secured notes (incorporated by reference to Exhibit 4.4 to Form 8-K filed December 16, 2009).

4.5 Indenture dated as of January 20, 2006 between CIT Group Inc. and The Bank of New York Mellon (as successor to
JPMorgan Chase Bank N.A.) for the issuance of senior debt securities (incorporated by reference to Exhibit 4.3 to Form 10-Q
filed August 7, 2006).

4.6 First Supplemental Indenture dated as of February 13, 2007 between CIT Group Inc. and The Bank of New York Mellon (as
successor to JPMorgan Chase Bank N.A.) for the issuance of senior debt securities (incorporated by reference to Exhibit 4.1
to Form 8-K filed on February 13, 2007).

4.7 Third Supplemental Indenture dated as of October 1, 2009, between CIT Group Inc. and The Bank of New York Mellon
relating to senior debt securities (incorporated by reference to Exhibit 4.4 to Form 8-K filed on October 7, 2009).

4.8 Fourth Supplemental Indenture dated as of October 16, 2009 between CIT Group Inc. and The Bank of New York Mellon
relating to senior debt securities (incorporated by reference to Exhibit 4.1 to Form 10-Q filed October 19, 2009).

4.9 Third Amended and Restated Credit and Guaranty Agreement, dated as of August 11, 2010, among CIT Group Inc., certain
subsidiaries of CIT Group Inc., the lenders party thereto, Bank of America, N.A., as administrative agent and collateral agent,
and Banc of America Securities LLC, Deutsche Bank Securities Inc. and Morgan Stanley Senior Funding, Inc., as joint lead
arrangers and joint bookrunners, Deutsche Bank Securities Inc. and Morgan Stanley Senior Funding, Inc., as syndication agents,
RBC Capital Markets and UBS Securities LLC, as documentation agents, and Blaylock Robert Van, LLC and Castleoak Securities,
L.P., as Senior Managing Agents (incorporated by reference to Exhibit A to Exhibit 10.1 to Form 8-K filed August 12, 2010).

4.10 Third Restatement Agreement dated as of August 11, 2010 among CIT Group Inc., certain subsidiaries of CIT Group Inc.,
Bank of America, N.A., as administrative agent and collateral agent, and the lenders party thereto (incorporated by refer-
ence to Exhibit 10.1 to Form 8-K filed August 12, 2010).



180 CIT ANNUAL REPORT 2010

4.11 Framework Agreement, dated July 11, 2008, among ABN AMRO Bank N.V., as arranger, Madeleine Leasing Limited, as
initial borrower, CIT Aerospace International, as initial head lessee, and CIT Group Inc., as guarantor, as amended by the
Deed of Amendment, dated July 19, 2010, among The Royal Bank of Scotland N.V. (f/k/a ABN AMRO Bank N.V.), as
arranger, Madeleine Leasing Limited, as initial borrower, CIT Aerospace International, as initial head lessee, and CIT Group
Inc., as guarantor, as supplemented by Letter Agreement No. 1 of 2010, dated July 19, 2010, among The Royal Bank of
Scotland N.V., as arranger, CIT Aerospace International, as head lessee, and CIT Group Inc., as guarantor, as amended and
supplemented by the Accession Deed, dated July 21, 2010, among The Royal Bank of Scotland N.V., as arranger,
Madeleine Leasing Limited, as original borrower, and Jessica Leasing Limited, as acceding party, as supplemented by
Letter Agreement No. 2 of 2010, dated July 29, 2010, among The Royal Bank of Scotland N.V., as arranger, CIT Aerospace
International, as head lessee, and CIT Group Inc., as guarantor, relating to certain Export Credit Agency sponsored secured
financings of aircraft and related assets.

4.12 Form of All Parties Agreement among CIT Aerospace International, as head lessee, Madeleine Leasing Limited, as borrower
and lessor, CIT Group Inc., as guarantor, various financial institutions, as original ECA lenders, ABN AMRO Bank N.V., Paris
Branch, as French national agent, ABN AMRO Bank N.V., Niederlassung Deutschland, as German national agent, ABN AMRO
Bank N.V., London Branch, as British national agent, ABN AMRO Bank N.V., London Branch, as ECA facility agent, ABN AMRO
Bank N.V., London Branch, as security trustee, and CIT Aerospace International, as servicing agent, relating to certain Export
Credit Agency sponsored secured financings of aircraft and related assets during the 2008 and 2009 fiscal years.

4.13 Form of ECA Loan Agreement among Madeleine Leasing Limited, as borrower, various financial institutions, as original
ECA lenders, ABN AMRO Bank N.V., Paris Branch, as French national agent, ABN AMRO Bank N.V., Niederlassung
Deutschland, as German national agent, ABN AMRO Bank N.V., London Branch, as British national agent, ABN AMRO Bank
N.V., London Branch, as ECA facility agent, ABN AMRO Bank N.V., London Branch, as security trustee, and CIT Aerospace
International, as servicing agent, relating to certain Export Credit Agency sponsored secured financings of aircraft and
related assets during the 2008 and 2009 fiscal years.

4.14 Form of Aircraft Head Lease between Madeleine Leasing Limited, as lessor, and CIT Aerospace International, as head
lessee, relating to certain Export Credit Agency sponsored secured financings of aircraft and related assets during the 2008
and 2009 fiscal years.

4.15 Form of Proceeds and Intercreditor Deed among Madeleine Leasing Limited, as borrower and lessor, various financial insti-
tutions, ABN AMRO Bank N.V., Paris Branch, as French national agent, ABN AMRO Bank N.V., Niederlassung Deutschland,
as German national agent, ABN AMRO Bank N.V., London Branch, as British national agent, ABN AMRO Bank N.V., London
Branch, as ECA facility agent, ABN AMRO Bank N.V., London Branch, as security trustee, relating to certain Export Credit
Agency sponsored secured financings of aircraft and related assets during the 2008 and 2009 fiscal years.

4.16 Form of All Parties Agreement among CIT Aerospace International, as head lessee, Jessica Leasing Limited, as borrower and
lessor, CIT Group Inc., as guarantor, various financial institutions, as original ECA lenders, Citibank International plc, as French
national agent, Citibank International plc, as German national agent, Citibank International plc, as British national agent, The
Royal Bank of Scotland N.V., London Branch, as ECA facility agent, The Royal Bank of Scotland N.V., London Branch, as secu-
rity trustee, CIT Aerospace International, as servicing agent, and Citibank, N.A., as administrative agent, relating to certain
Export Credit Agency sponsored secured financings of aircraft and related assets during the 2010 fiscal year.

4.17 Form of ECA Loan Agreement among Jessica Leasing Limited, as borrower, various financial institutions, as original ECA
lenders, Citibank International plc, as French national agent, Citibank International plc, as German national agent, Citibank
International plc, as British national agent, The Royal Bank of Scotland N.V., London Branch, as ECA facility agent, The
Royal Bank of Scotland N.V., London Branch, as security trustee, and Citibank, N.A., as administrative agent, relating to
certain Export Credit Agency sponsored secured financings of aircraft and related assets during the 2010 fiscal year.

4.18 Form of Aircraft Head Lease between Jessica Leasing Limited, as lessor, and CIT Aerospace International, as head lessee, relat-
ing to certain Export Credit Agency sponsored secured financings of aircraft and related assets during the 2010 fiscal year.

4.19 Form of Proceeds and Intercreditor Deed among Jessica Leasing Limited, as borrower and lessor, various financial institu-
tions, as original ECA lenders, Citibank International plc, as French national agent, Citibank International plc, as German
national agent, Citibank International plc, as British national agent, The Royal Bank of Scotland N.V., London Branch, as
ECA facility agent, The Royal Bank of Scotland N.V., London Branch, as security trustee, and Citibank, N.A., as administra-
tive agent, relating to certain Export Credit Agency sponsored secured financings of aircraft and related assets during the
2010 fiscal year.
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10.1 Form of Separation Agreement by and between Tyco International Ltd. and CIT (incorporated by reference to Exhibit 10.2
to Amendment No. 3 to the Registration Statement on Form S-3 filed June 26, 2002)

10.2 Form of Financial Services Cooperation Agreement by and between Tyco International Ltd. and CIT (incorporated by refer-
ence to Exhibit 10.3 to Amendment No. 3 to the Registration Statement on Form S-1 filed June 12, 2002).

10.3* Amended and Restated CIT Group Inc. Long-Term Incentive Plan (as amended and restated effective December 10, 2009)
(incorporated by reference to Exhibit 4.1 to Form S-8 filed January 11, 2010).

10.4* CIT Group Inc. Executive Incentive Plan (incorporated by reference to Exhibit 10.2 to Form 8-K filed May 15, 2006).

10.5* Employment Agreement, dated August 29, 2006, between CIT Group Inc. and Jeffrey M. Peek (incorporated by reference
to Exhibit 99.1 to Form 8-K filed September 5, 2006).

10.6* Amendment to Employment Agreement, dated December 10, 2007, between CIT Group Inc. and Jeffrey M. Peek (incorpo-
rated by reference to Exhibit 10.23 to Form 10-K filed February 29, 2008).

10.7* Amendment to Employment Agreement, dated December 31, 2008, between CIT Group Inc. and Jeffrey M. Peek (incorpo-
rated by reference to Exhibit 10.16 to form 10-K filed March 2, 2009).

10.8* Form of CIT Group Inc. Long-Term Incentive Plan Stock Option Award Agreement (incorporated by reference to Exhibit
10.8 to Form 10-K filed March 16, 2010).

10.9* Form of CIT Group Inc. Long-Term Incentive Plan Restricted Stock Award Agreement (incorporated by reference to Exhibit
10.9 to Form 10-K filed March 16, 2010).

10.10* Form of CIT Group Inc. Long-Term Incentive Plan Deferred Cash Retention Award Agreement for executives with employ-
ment agreements (incorporated by reference to Exhibit 10.10 to Form 10-K filed March 16, 2010).

10.11* Form of CIT Group Inc. Long-Term Incentive Plan Deferred Cash Retention Award Agreement for executives without
employment agreements (incorporated by reference to Exhibit 10.11 to Form 10-K filed March 16, 2010).

10.12* CIT Group Inc. Supplemental Retirement Plan (As Amended and Restated Effective as of January 1, 2008) (incorporated by
reference to Exhibit 10.27 to Form 10-Q filed May 12, 2008).

10.13* CIT Group Inc. Supplemental Savings Plan (As Amended and Restated Effective as of January 1, 2008) (incorporated by ref-
erence to Exhibit 10.28 to Form 10-Q filed May 12, 2008).

10.14* New Executive Retirement Plan of CIT Group Inc. (As Amended and Restated as of January 1, 2008) (incorporated by refer-
ence to Exhibit 10.29 to Form 10-Q filed May 12, 2008).

10.15* Amended and Restated Employment Agreement, dated as of May 8, 2008, between CIT Group Inc. and Joseph M. Leone
(incorporated by reference to Exhibit 10.31 to Form 10-Q filed May 12, 2008.

10.16* Amendment to Employment Agreement, dated December 22, 2008, between CIT Group Inc. and Joseph M. Leone (incor-
porated by reference to Exhibit 10.33 to Form 10-K filed March 2, 2009).

10.17* Extension of Term of Employment Agreement dated as of December 18, 2009 between CIT Group Inc. and Joseph M.
Leone (incorporated by reference to Exhibit 10.17 to Form 10-K filed March 16, 2010).

10.18* CIT Group Inc. Long-Term Incentive Plan 2010 Annual Stock Salary Agreement for Joseph M. Leone, effective January 1,
2010 (incorporated by reference to Exhibit 10.18 to Form 10-K filed March 16, 2010).

10.19* Employment Agreement, dated June 16, 2008, between CIT Group Inc. and Alexander T. Mason (incorporated by reference
to Exhibit 10.33 to Form 10-Q filed November 10, 2008).

10.20* Letter Agreement between CIT Group Inc. and Alexander T. Mason, dated January 29, 2010 (incorporated by reference to
Exhibit 10.20 to Form 10-K filed March 16, 2010).

10.21* Letter Agreement between CIT Group Inc. and John A. Thain, effective February 8, 2010 (incorporated by reference to
Exhibit 10.1 to Form 8-K filed February 8, 2010).

10.22* Form of CIT Group Inc. Three Year Stock Salary Award Agreement, dated February 8, 2010 (incorporated by reference to
Exhibit 10.2 to Form 8-K filed February 8, 2010).

10.23* Form of CIT Group Inc. One Year Stock Salary Award Agreement, dated February 8, 2010 (incorporated by reference to
Exhibit 10.3 to Form 8-K filed February 8, 2010).

10.24** Confirmation; Credit Support Annex, Master Agreement and ISDA Schedule, each dated June 6, 2008 and between CIT
Financial Ltd. and Goldman Sachs International evidencing a $3 billion securities based financing facility (incorporated by
reference to Exhibit 10.34 to Form 10-Q filed August 11, 2008).
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10.25 Letter Agreement, dated December 23, 2008, between CIT Group Inc. and the United States Department of the Treasury,
and the Securities Purchase Agreement – Standard Terms attached thereto (incorporated by reference to Exhibit 10.1 to
Form 8-K filed on December 24, 2008).

10.26 Registration Rights Agreement, dated as of December 24, 2008, between CIT Group Inc., and The Bank of New York
Mellon, as Trustee (incorporated by reference to Exhibit 10.1 to Form 8-K filed December 31, 2008).

10.27 Order to Cease and Desist, in the matter of CIT Bank, Salt Lake City, Utah, dated July 16, 2009, issued by the Federal
Deposit Insurance Corporation (incorporated by reference to Exhibit 10.40 to Form 10-Q filed August 17, 2009).

10.28 Order to Cease and Desist, in the matter of CIT Bank, Salt Lake City, Utah, dated July 16, 2009, issued by the Utah
Department of Financial Institutions (incorporated by reference to Exhibit 10.41 to Form 10-Q filed August 17, 2009).

10.29 Written Agreement, dated August 12, 2009, between CIT Group Inc. and the Federal Reserve Bank of New York (incorpo-
rated by reference to Exhibit 10.1 of Form 8-K filed August 13, 2009).

10.30** Amended and Restated Confirmation regarding Total Return Swap Facility, dated as of October 28, 2009, by and between CIT
Financial Ltd. and Goldman Sachs International (incorporated by reference to Exhibit 10.1 to Form 8-K/A filed May 13, 2010).

10.31 Form of CIT Group Inc. Two Year Restricted Stock Unit Award Agreement, dated July 29, 2010 (incorporated by reference
to Exhibit 10.31 to Form 10-Q filed August 9, 2010).

10.32 Letter Agreement between CIT Group Inc. and Scott T. Parker, dated June 2, 2010 (incorporated by reference to 
Exhibit 99.3 to Form 8-K filed July 6, 2010).

10.33 Form of CIT Group Inc. Long-term Incentive Plan Restricted Stock Unit Retention Award Agreement (incorporated by refer-
ence to Exhibit 10.33 to Form 10-Q filed August 9, 2010).

10.34 Form of CIT Group Inc. Long-Term Incentive Plan Restricted Stock Unit Award Agreement (incorporated by reference to
Exhibit 10.34 to Form 10-Q filed August 9, 2010).

10.35 Form of CIT Group Inc. Long-term Incentive Plan Stock Option Award Agreement (One Year Vesting) (incorporated by ref-
erence to Exhibit 10.35 to Form 10-Q filed August 9, 2010).

10.36 Form of CIT Group Inc. Long-term Incentive Plan Stock Option Award Agreement (Three Year Vesting) (incorporated by ref-
erence to Exhibit 10.36 to Form 10-Q filed August 9, 2010).

10.37 Form of CIT Group Inc. Long-term Incentive Plan Restricted Stock Award Agreement (One Year Vesting) (incorporated by
reference to Exhibit 10.37 to Form 10-Q filed August 9, 2010).

10.38 Form of CIT Group Inc. Long-term Incentive Plan Restricted Stock Award Agreement (Three Year Vesting) (incorporated by
reference to Exhibit 10.38 to Form 10-Q filed August 9, 2010).

10.39 Form of CIT Group Inc. Long-term Incentive Plan Restricted Stock Unit Director Award Agreement (Initial Grant) (incorpo-
rated by reference to Exhibit 10.39 to Form 10-Q filed August 9, 2010).

10.40 Form of CIT Group Inc. Long-term Incentive Plan Restricted Stock Unit Director Award Agreement (Annual Grant) (incorpo-
rated by reference to Exhibit 10.40 to Form 10-Q filed August 9, 2010).

10.41 Form of Tax Agreement by and between Tyco International Ltd. and CIT (incorporated by reference to Exhibit 10.27 to
Amendment No. 2 to the Registration Statement on Form S-1 filed June 12, 2002).

10.42* Amended and Restated Employment Agreement, dated as of May 7, 2008, between CIT Group Inc. and C. Jeffrey Knittel
(incorporated by reference to Exhibit 10.35 to Form 10-K filed March 2, 2009).

10.43* Extension of Term of Employment Agreement, dated as of November 24, 2008, between CIT Group Inc. and C. Jeffrey
Knittel (incorporated by reference to Exhibit 10.36 to Form 10-K filed March 2, 2009).

10.44* Amendment to Employment Agreement, dated December 22, 2008, between CIT Group Inc. and C. Jeffrey Knittel (incor-
porated by reference to Exhibit 10.37 to Form 10-K filed March 2, 2009).

10.45* Extension of Term of Employment Agreement, dated December 21, 2009, between CIT Group Inc. and C. Jeffrey Knittel
(incorporated by reference to Exhibit 10.24 to Form 10-K filed March 16, 2010).

12.1 CIT Group Inc. and Subsidiaries Computation of Ratio of Earnings to Fixed Charges.

21.1 Subsidiaries of CIT Group Inc.

23.1 Consent of PricewaterhouseCoopers LLP.

24.1 Powers of Attorney.
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31.1 Certification of John A. Thain pursuant to Rules 13a-14(a) and 15d-14(a) of the Securities Exchange Commission, as promul-
gated pursuant to Section 13(a) of the Securities Exchange Act and Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Scott T. Parker pursuant to Rules 13a-14(a) and 15d-14(a) of the Securities Exchange Commission, as prom-
ulgated pursuant to Section 13(a) of the Securities Exchange Act and Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification of John A. Thain pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

32.2 Certification of Scott T. Parker pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002. Funding Company of Delaware, LLC, as CIT Leasing Secured Party, and CIT and certain of its subsidiaries, as
obligors (incorporated by reference to Exhibit 99.1 to Form 8-K/A filed May 13, 2010).

99.1 Senior Intercreditor and Subordination Agreement, dated as of December 10, 2009, among Bank of America, N.A., as First
Lien Credit Facility Representative and First Lien Agent, Deutsche Bank Trust Company of America, as Series A
Representative and Series A Collateral Agent and as Series B Representative and Series B Collateral Agent, CIT Group
Funding Company of Delaware, LLC, as CIT Leasing Secured Party, and CIT Group Inc. and certain of its subsidiaries, as
obligors (incorporated by reference to Exhibit 99.1 to Form 8-K/A filed May 13, 2010).

99.2 Junior Intercreditor Agreement, dated as of December 10, 2009, among Deutsche Bank Trust Company of America, as
Series A Collateral Agent and as Series B Collateral Agent, CIT Group Funding Company of Delaware, LLC, as CIT Leasing
Secured Party, and CIT Group Inc. and certain of its subsidiaries, as obligors (incorporated by reference to Exhibit 99.2 to
Form 8-K/A filed May 13, 2010).

99.3 Certification of John A. Thain pursuant to Section 111(b)(4) of Emergency Economic Stabilization Act of 2008, as amended
by the American Recovery and Reinvestment Act of 2009.

99.4 Certification of Scott T. Parker pursuant to Section 111(b)(4) of Emergency Economic Stabilization Act of 2008, as amended
by the American Recovery and Reinvestment Act of 2009.

101.INS XBRL Instance Document (Includes the following financial information included in the Company’s Quarterly Report on 
Form 10-Q for the quarter ended June 30, 2010, formatted in XBRL (eXtensible Business Reporting Language): (i) the
Consolidated Statements of Operations, (ii) the Consolidated Balance Sheets, (iii) the Consolidated Statements of Changes
in Stockholders’ Equity and Comprehensive Income, (iv) the Consolidated Statements of Cash Flows, and (v) Notes to
Consolidated Financial Statements, which is tagged as blocks of text.)

101.SCH XBRL Taxonomy Extension Schema Document.

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document.

101.LAB XBRL Taxonomy Extension Label Linkbase Document.

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document.

101.DEF XBRL Taxonomy Extension Definition Linkbase Document.

* Indicates a management contract or compensatory plan or arrangement.

** Portions of this exhibit have been omitted and filed separately with the Securities and Exchange Commission in accordance with an order granting confi-
dential treatment pursuant to the Securities Exchange Act of 1934, as amended.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to
be signed on its behalf by the undersigned, thereunto duly authorized.

March 9, 2011

CIT GROUP INC.

By: /s/ John A. Thain

John A. Thain
Chairman and Chief Executive Officer and Director

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
March 9, 2011 in the capacities indicated below.

NAME

/s/ John A. Thain

John A. Thain
Chairman and Chief Executive Officer and Director

Michael J. Embler* 

Michael J. Embler
Director 

William M. Freeman* 

William M. Freeman
Director

David M. Moffett* 

David M. Moffett
Director 

Daniel A. Ninivaggi* 

Daniel A. Ninivaggi
Director

R. Brad Oates* 

R. Brad Oates
Director

Marianne Miller Parrs* 

Marianne Miller Parrs
Director

Gerald Rosenfeld* 

Gerald Rosenfeld
Director

NAME

John R. Ryan* 

John R. Ryan
Director

Seymour Sternberg* 

Seymour Sternberg
Director

Peter J. Tobin* 

Peter J. Tobin
Director

Laura S. Unger* 

Laura S. Unger
Director

/s/ Scott T. Parker

Scott T. Parker
Executive Vice President and Chief Financial Officer

/s/ Carol Hayles

Carol Hayles
Senior Vice President and Controller

*By: /s/ James P. Shanahan

James P. Shanahan
Senior Vice President,
Chief Regulatory Counsel Attorney-in-Fact

* Original powers of attorney authorizing John A. Thain, Robert J. Ingato, and James P. Shanahan and each of them to sign on behalf of the above-men-
tioned directors are held by the Corporation and available for examination by the Securities and Exchange Commission pursuant to Item 302(b) of
Regulation S-T.
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WHERE YOU CAN FIND MORE INFORMATION

A copy of the Annual Report on Form 10-K, including the exhibits
and schedules thereto, may be read and copied at the SEC’s
Public Reference Room at 450 Fifth Street, N.W., Washington D.C.
20549. Information on the Public Reference Room may be
obtained by calling the SEC at 1-800-SEC-0330. In addition, the
SEC maintains an Internet site at http://www.sec.gov, from which
interested parties can electronically access the Annual Report on
Form 10-K, including the exhibits and schedules thereto.

The Annual Report on Form 10-K, including the exhibits and
schedules thereto, and other SEC filings, are available free of
charge on the Company’s Internet site at http://www.cit.com as
soon as reasonably practicable after such material is electronically
filed with the SEC. Copies of our Corporate Governance
Guidelines, the Charters of the Audit Committee, the
Compensation Committee, and the Nominating and Governance
Committee, and our Code of Business Conduct are available, free
of charge, on our internet site at http://www.cit.com, and printed
copies are available by contacting Investor Relations, 1 CIT Drive,
Livingston, NJ 07039 or by telephone at (973) 740-5000.
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EXHIBIT 12.1

CIT Group Inc. and Subsidiaries Computation of Ratio of Earnings to Fixed Charges (dollars in millions)

Years Ended December 31__________________________________________________________________________________________________________
CIT Predecessor CIT_______________ ___________________________________________________________________________________

2010 2009 2008 2007 2006_______________ _______________ _______________ _______________ _______________
Earnings:

Net income (loss) available (attributable) to common shareholders $ 516.8 $ (3.8) $(2,864.2) $ (111.0) $1,015.8

Net (income) loss from discontinued operation – – 2,166.4 873.0 (120.3)

Provision (benefit) for income taxes – continuing operations 246.9 (132.1) (444.4) 300.9 280.8_______________ _______________ _______________ _______________ _______________
Earnings (loss) from continuing operations, before provision for income taxes 763.7 (135.9) (1,142.2) 1,062.9 1,176.3_______________ _______________ _______________ _______________ _______________
Fixed Charges:

Interest and debt expenses on indebtedness $3,076.7 $2,659.4 $ 3,139.1 $3,411.9 $2,518.4

Minority interest in subsidiary trust holding solely
debentures of the company, before tax – – – 5.1 17.4

Interest factor: one-third of rentals on real and personal properties 23.1 17.6 18.9 18.5 17.1_______________ _______________ _______________ _______________ _______________
Total Fixed Charges: 3,099.8 2,677.0 3,158.0 3,435.5 2,552.9_______________ _______________ _______________ _______________ _______________
Total earnings before provision for income taxes and fixed charges $3,863.5 $2,541.1 $ 2,015.8 $4,498.4 $3,729.2_______________ _______________ _______________ _______________ ______________________________ _______________ _______________ _______________ _______________
Ratios of earnings to fixed charges 1.25x (1) (1) 1.31x 1.46x

(1) Earnings were insufficient to cover fixed charges by $135.9 million and $1,142.2 million for the twelve months ended December 31, 2009 and
December 31, 2008.
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EXHIBIT 31.1

CERTIFICATIONS

I, John A. Thain, certify that:

1. I have reviewed this annual report on Form 10-K of CIT Group Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact nec-
essary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect
to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all mate-
rial respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the prepara-
tion of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our con-
clusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report
based on such evaluation; and

(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial informa-
tion; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the reg-
istrant’s internal control over financial reporting.

Date: March 9, 2011

/s/ John A. Thain

John A. Thain
Chairman and Chief Executive Officer
CIT Group Inc.
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EXHIBIT 31.2

CERTIFICATIONS

I, Scott T. Parker, certify that:

1. I have reviewed this annual report on Form 10-K of CIT Group Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact nec-
essary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect
to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all mate-
rial respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the prepara-
tion of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our con-
clusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report
based on such evaluation; and

(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial informa-
tion; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the reg-
istrant’s internal control over financial reporting.

Date: March 9, 2011

/s/ Scott T. Parker

Scott T. Parker
Executive Vice President and Chief Financial Officer
CIT Group Inc.
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EXHIBIT 32.1

Certification Pursuant to Section 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Annual Report of CIT Group Inc. (“CIT”) on Form 10-K for the year ended December 31, 2010, as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, John A. Thain, the Chief Executive Officer of CIT, certify, pur-
suant to 18 U.S.C. ss.1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that;

(i) The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of
1934; and

(ii) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of CIT.

/s/ John A. Thain

Dated: March 9, 2011 John A. Thain
Chairman and Chief Executive Officer
CIT Group Inc.
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EXHIBIT 32.2

Certification Pursuant to Section 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Annual Report of CIT Group Inc. (“CIT”) on Form 10-K for the year ended December 31, 2010, as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Scott T. Parker, the Chief Financial Officer of CIT, certify, pur-
suant to 18 U.S.C. ss.1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that;

(i) The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of
1934; and

(ii) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of CIT.

/s/ Scott T. Parker

Dated: March 9, 2011 Scott T. Parker
Executive Vice President and
Chief Financial Officer
CIT Group Inc.
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 VENDOR FINANCE is a global leader in providing financing programs for manufacturers, 

distributors, product resellers and other intermediaries that enable their customers to acquire 

products now and finance payments over time. CIT maintains relationships with leading 

companies primarily in the information technology, telecommunications and office equipment 

industries while providing equipment leasing and financing to small and middle market 

businesses across all industries.

PRIORITIES AND 
PROGRESS

During 2010, CIT recorded solid progress on each of its key priorities. We 

reduced our cost of funds, diversified our funding sources and improved 

our liquidity and capital profile while positioning CIT to resume our role as 

lender of choice to small business and middle market companies. In fact, CIT 

continued to strengthen relationships with our small business, middle market, 

transportation and vendor finance clients. Taken together, our 2010 progress 

positions CIT to grow our franchise with the goal of delivering increased 

shareholder value. 
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