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Part One—Financial Information

ITEM 1. Consolidated Financial Statements
CIT GROUP INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (unaudited) (dollars in millions — except per share data)

September December

30, 31,
2011 2010
Assets
Cash and due from banks $568.9 $734.1

Interest bearing deposits, including restricted balances of $2,025.8 at September 30, 2011 and

$2,553.8 at December 31, 2010 6,320.2 10,469.9

Investment securities 723.1 328.5
Trading assets at fair value derivatives 77.3 25.7
Assets held for sale(D 1,512.6 1,218.5
Loans (see Note 5 for amounts pledged) 21,812.3  24,500.5
Allowance for loan losses 4145 ) 4162 )
Total loans, net of allowance for loan losses(! 21,397.8 24,084.3
Operating lease equipment, net (see Note 5 for amounts pledged)() 11,191.0  11,136.7
Unsecured counterparty receivable 534.0 534.5
Goodwill 264.5 277.4
Intangible assets, net 73.5 119.2
Other assets 1,814.9 2,029.4
Total Assets $44.477.8 $50,958.2
Liabilities

Deposits $4,958.9 $4,536.2
Trading liabilities at fair value derivatives 93.5 126.3
Credit balances of factoring clients 1,092.9 935.3
Other liabilities 2,427.3 2,466.9

Long-term borrowings, including $1,706.1 and $3,686.3 contractually due within twelve 270010 33.9798
months at September 30, 2011 and December 31, 2010, respectively U o
Total Liabilities 35,573.6 42,044.5
Stockholders’ Equity

Common stock: $0.01 par value, 600,000,000 authorized

Issued: 200,947,645 at September 30, 2011 and 200,690,938 at December 31, 2010 2.0 2.0
Outstanding: 200,636,456 at September 30, 2011 and 200,463,197 at December 31, 2010

Paid-in capital 8,453.8 8,434.1
Retained earnings 499.6 498.3
Accumulated other comprehensive income 394 ) (9.6 )

Treasury stock: 311,189 shares at September 30, 2011 and 227,741 at December 31, 2010, at

cost (125 ) (8.8 )

Total Common Stockholders' Equity 8,903.5 8,916.0
Noncontrolling minority interests 0.7 23 )
Total Equity 8,904.2 8,913.7
Total Liabilities and Equity $44,477.8 $50,958.2

" The following table presents information on assets and liabilities related to Variable Interest Entities (VIEs) that
are consolidated by the Company. The difference between total VIE assets and liabilities represents the Company’s
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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 VIESs, are generally not
available to the creditors of CIT or any affiliates of CIT.

Assets

Interest bearing deposits, restricted $695.0 $931.2
Assets held for sale 171.7 100.0
Total loans, net of allowance for loan losses 9,839.9 12,041.5
Operating lease equipment, net 2,948.1 2,900.0
Total Assets $13,654.7 $15,972.7
Liabilities

Beneficial interests issued by consolidated VIEs (classified as long-term borrowings) $8,995.2  $10,764.7
Total Liabilities $8,995.2  $10,764.7

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF OPERATIONS (unaudited) (dollars in millions — except per share data)

Quarters Ended Nine Months Ended

September 30, September 30,
2011 2010 2011 2010M

Interest income
Interest and fees on loans $502.6 $830.9 $1,732.4 $2,944.8
Interest and dividends on investments 8.2 7.2 23.7 21.8
Interest income 510.8 838.1 1,756.1 2,966.6
Interest expense
Interest on long-term borrowings (5734 ) (7104 ) (2,028.5) (2,310.2)
Interest on deposits 284 ) 37 ) (@A79 ) (628 )
Interest expense (601.8 ) (734.1 ) (2,106.4) (2,373.0)
Net interest revenue (91.0 ) 104.0 (350.3 ) 593.6
Provision for credit losses 47.8 ) (165.1 ) (2559 ) (6379 )
Net interest revenue, after credit provision (138.8 ) (61.1 ) (6062 ) 443 )
Other income
Rental income on operating leases 408.0 397.7 1,239.2 1,241.4
Other 234.8 289.5 752.9 778.4
Total other income 642.8 687.2 1,992.1 2,019.8
Total revenue, net of interest expense and credit provision 504.0 626.1 1,385.9 1,975.5
Other expenses
Depreciation on operating lease equipment (123.3 ) (161.7 ) (4293 ) (5125 )
Operating expenses (219.9 ) (228.8 ) (682.1 ) (768.3 )
Loss on debt extinguishments (146.6 ) — (1466 ) —
Total other expenses (489.8 ) (390.5 ) (1,258.0) (1,280.8)
Income before provision for income taxes 14.2 235.6 127.9 694.7
Provision for income taxes 31.1 ) (117.3 ) (123.7 ) (2489 )
Net income before attribution of noncontrolling interests (16.9 ) 118.3 4.2 445.8
Net income attributable to noncontrolling interests, after tax 0.6 2.5 ) (2.9 ) (3.8 )
Net (loss) income $(16.3 ) $115.8 $1.3 $442.0
Basic earnings per common share $(0.08 ) $0.58 $0.01 $2.21
Diluted earnings per common share $(0.08 ) $0.58 $0.01 $2.20
Average number of common shares basic (thousands) 200,714 200,323 200,659 200,147

Average number of common shares diluted (thousands) 200,714 200,668 200,837 200,464

(1) These restated balances were disclosed in Note 26 of the Company s Form 10-K for the year ended December 31,
2010.
The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (unaudited) (dollars in millions)

CommorPaid-in
Stock  Capital

December 31, 2010

Net income

Foreign currency translation
adjustments

Change in fair values of derivatives
qualifying as cash flow hedges
Unrealized gain on available for sale
equity investments, net

Minimum pension liability adjustment
Total comprehensive (loss)
Restricted stock and stock option
expenses

Equity distribution

Employee stock purchase plan
participation

September 30, 2011

$2.0

$2.0

December 31, 2009

Adoption of new accounting
pronouncement

Net income

Foreign currency translation
adjustments

Change in fair values of derivatives
qualifying as cash flow hedges
Unrealized gain on available for sale
equity investments, net

Minimum pension liability adjustment
Total comprehensive income
Restricted stock and stock option
expenses

Equity distribution

September 30, 2010()

$2.0

$2.0

31, 2010.

Retained
Earnings

$8,434.1 $4983 $ (9.6

19.4

0.3

1.3

$8,453.8 $499.6 $ (394

$8,398.0 $—

28.6

(18.4 )

442.0

Accumulated
Other Treasur Noncontrollitgtal
Comprehensiv§t0Ck Y Interestin  Stockholders'
Income / Subsidiaries Equity
(Loss)
) $88 )$ 23 ) $8913.7
— — 29 4.2
(292 ) 292 )
1.0 1.0
(1.5 ) (1.5 )
01 ) (0.1 )
(256 )
— k7)) — 15.7
0.1 0.1
0.3
) $(12.5) $ 0.7 $8,904.2
$ — $— $ 14 $8,401.4
@84 ) (268 )
3.8 445.8
0.6 0.6
0.8 0.8
0.3 ) 0.3 )
446.9
4.0 ) 24.6
02 ) (©2 )
$4.0 )$ 34 ) $828459

$8,426.6 $423.6 $ 1.1
1y  These restated balances were disclosed in Note 26 of the Company’s Form 10-K for the year ended December

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited) (dollars in millions)

Cash Flows From Operations
Net income

Adjustments to reconcile net income to net cash flows from operations:

Provision for credit losses

Net depreciation, amortization and (accretion)

Net gains on equipment, receivable and investment sales
Loss on debt extinguishment

Provision for deferred income taxes

Decrease in finance receivables held for sale

Decrease (increase) in other assets

(Decrease) increase in accrued liabilities and payables

Net cash flows provided by operations

Cash Flows From Investing Activities

Loans extended and purchased

Principal collections of loans and investments

Purchases of investment securities

Proceeds from maturities and sales of investment securities
Proceeds from asset and receivable sales

Purchases of assets to be leased and other equipment

Net decrease in short-term factoring receivables

Change in restricted cash

Net cash flows provided by investing activities

Cash Flows From Financing Activities

Proceeds from the issuance of term debt

Repayments of term debt

Net increase (decrease) in deposits

Net repayments of non-recourse leveraged lease debt
Collection of security deposits and maintenance funds
Repayment and usage of security deposits and maintenance funds
Net cash flows used in financing activities

(Decrease) increase in cash and cash equivalents
Unrestricted cash and cash equivalents, beginning of period
Unrestricted cash and cash equivalents, end of period

Supplementary Cash Flow Disclosure

Interest paid

Federal, foreign, state and local income taxes paid (collected), net
Supplementary Non Cash Flow Disclosure

Transfer of finance receivables from held for investment to held for sale
Transfer of finance receivables from held for sale to held for investment

€]

Nine Months Ended
September 30,

2011 2010
$1.3 $442.0
255.9 637.9
404.9 4376 )
(3854 ) (3524 )
121.6 —

26.0 109.2
11.4 13.1

87.4 (3552 )
(122.8 ) 2242
400.3 281.2
(15,225.4) (13,659.6)
16,719.8 19,282.3
(13,9284) (1319 )
13,512.2 152.2
2,524.0 3,912.5
(1,080.5 ) (867.6 )
(39.2 ) 346.4
528.0 (1622 )
3,010.5 8,872.1
4,876.1 2,662.9
(12,577.1) (10,266.3)
441.6 4019 )
4.5 ) (17.7 )
418.3 542.2
(352.1 ) (487.8 )
(7,197.7 ) (7,968.6 )
(3,786.9 ) 1,184.7
8,650.2 8,405.2
$4,863.3 $9,589.9
$1,546.7 $2,092.4
$55.0 $3.1
$1,778.3 $2,147.5

$133.3

$64.8
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These restated balances were disclosed in Note 26 of the Company’s Form 10-K for the year ended December
31, 2010.
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 formation 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 management 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 beneficiary. Assets held in an agency or
fiduciary capacity are not included in the consolidated financial statements.

In preparing the consolidated financial statements, all significant intercompany accounts and transactions have been
eliminated. These consolidated financial statements, which have been prepared in accordance with the instructions to
Form 10-Q, do not include all information and note disclosures required by generally accepted accounting principles
in the United States of America (“GAAP”). The financial statements in this Form 10-Q have not been audited by an
independent registered public accounting firm in accordance with standards of the Public Company Accounting
Oversight Board (U.S.), but in the opinion of management include all adjustments, consisting only of normal recurring
adjustments necessary for a fair presentation of CIT’s financial position, results of operations and cash flows in
accordance with GAAP. These consolidated financial statements should be read in conjunction with our current Form
10-K on file.

The consolidated financial statements include the effects of adopting Fresh Start Accounting (“FSA”) upon emergence

from bankruptcy on December 10, 2009, based on a convenience date of December 31, 2009 (the “Convenience Date”),

as required by GAAP. Accretion and amortization of certain FSA adjustments began on January 1, 2010, and are

included in the Statements of Operations and Cash Flows. See the Company’s Annual Report on Form 10-K for the

year ended December 31, 2010 (“Form 10-K”), “Notes 1 — Business and Summary of Significant Accounting Policies” and
“Note 25 — Fresh Start Accounting”, for additional FSA and reorganization information.

The preparation of the consolidated financial 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 equipment; and allowance
for loan losses. Additionally, where applicable, the policies conform to accounting and reporting guidelines prescribed
by bank regulatory authorities.

Restatement

The September 30, 2010 amounts have been restated to correct for errors found by the Company subsequent to the
filing of its third quarter 2010 report on Form 10-Q related primarily to the application of FSA, the effects of which
were disclosed in the Company’s December 31, 2010 Form 10-K. The effect of the restatement decreased net income
for the quarter ended September 30, 2010 by approximately $16 million to $116 million and increased net income for
the nine months then ended by $24 million to $442 million as compared to the amount originally reported in the
September 30, 2010 Form 10-Q. Comparisons to the 2010 third quarter balances are to the restated amounts. See the
Company’s December 31, 2010 Form 10-K, Note 26 — Selected Quarterly Financial Data (Unaudited), for further

10
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SIGNIFICANT ACCOUNTING POLICIES
Investments

During 2011, the Company utilized cash to invest in securities. Previously, investments were not considered
significant and our Form 10-K did not include an investment policy. The following summarizes the Company’s
accounting policies relating to investment securities:

Debt and equity securities classified as “available-for-sale” (AFS) are carried at fair value with changes in fair value
reported in accumulated other comprehensive income, net of applicable income taxes. Credit- related declines in fair
- value that are determined to be other than temporary are recorded in earnings immediately. Realized gains and losses
on sales are included in Other income on a specific identification cost basis, and interest and dividend income on
AFS securities is included in Interest and dividends on investments.
Debt securities classified as “held-to-maturity” represent securities that the Company has both the ability and the intent
to hold until maturity, and are carried at amortized cost. For those securities that the Company does not intend to sell
- or expect to be required to sell, credit-related impairment is recognized in earnings, with the non-credit related
impairment recorded in Accumulated Other Comprehensive Income (“AOCI”). Interest on such securities is included
in Interest and dividends on investments.
Equity investments without readily determinable fair values are carried at cost and periodically assessed for
- other-than-temporary impairment, with the cost basis reduced when impairment is deemed to be
other-than-temporary.
NEW ACCOUNTING PRONOUNCEMENTS

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. The Company adopted the required disclosures of this guidance in its
Form 10-K, Notes 1, 2 and 3, which included enhanced qualitative accounting policies and quantitative disclosures on
segment and class levels as well as credit characteristics. The new disclosures on the roll forward of the allowance for
credit losses were effective for the first quarter 2011 Form 10-Q and are disclosed in Note 3. The adoption of this
guidance affects CIT’s disclosures regarding loans and allowance for loan losses, but does not affect its financial
condition or results of operations. The FASB had deferred the Troubled Debt Restructuring (“TDR”) disclosure
requirements that were part of this ASU, to be concurrent with the effective date of recently issued guidance for
identifying TDRs. See discussion below under Troubled Debt Restructurings.

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, goodwill 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 reporting unit has zero or negative carrying amount and qualitative
factors exist indicating that it is more likely than not that a goodwill impairment exists. No additional disclosures are
required by this update. This update is effective for public companies beginning 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. The adoption of the guidance did not have a material impact on the Consolidated Balance Sheets
or Statements of Operations.

12
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In addition, in September 2011, the FASB issued ASU 2011-08, Testing Goodwill for Impairment, that permits an

entity to make a qualitative assessment of whether it is more likely than not that a reporting unit’s fair value is less than
its carrying amount before applying the two-step goodwill impairment test required in FASB Account Standard
Codification (“ASC”) Topic 350, Intangibles—Goodwill & Other. If an entity concludes that it is not more likely than not
that the fair value of a reporting unit is less than its carrying amount, it would not be required to perform the two-step
impairment test for that reporting unit. The ASU’s objective is to simplify how an entity tests goodwill for impairment
and is effective for annual and interim goodwill impairment tests performed for fiscal years beginning after December

15, 2011, with an early adoption

7
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permitted. The Company is evaluating the requirements but does not believe that it will have a material impact on the
Consolidated Balance Sheets or Statements of Operations upon adoption.

Troubled Debt Restructurings

In April 2011, the FASB issued ASU 2011-02, A Creditor’s Determination of Whether Restructuring Is a Troubled
Debt Restructuring, to clarify the guidance for accounting for TDRs, effective for interim and annual periods
beginning after June 15, 2011. The ASU clarifies the guidance on a creditor’s evaluation of whether it has granted a
concession and whether a debtor is experiencing financial difficulties, such as:

Creditors cannot assume that debt extensions at or above a borrower’s original contractual rate do not constitute
" troubled debt restructurings.

If a borrower doesn’t have access to funds at a market rate for debt with characteristics similar to the restructured debt
" that may indicate that the creditor has granted a concession.

A borrower that is not currently in default may still be considered to be experiencing financial difficulty when
" payment default is considered probable in the foreseeable future.
The ASU was effective for the Company’s third quarter Form 10Q and its adoption did not have a material impact on
the Consolidated Balance Sheets or Statements of Operations.

In addition, the TDR disclosure requirements of ASU 2010-20, Disclosures about the Credit Quality of Finance
Receivables and the Allowance for Credit Losses , that had been deferred in ASU 2011-01, Receivables (Topic 310):
Deferral of the Effective Date of Disclosures about Troubled Debt Restructurings in Update No. 2010-20, became
effective for the Company’s third quarter Form 10Q. ASU 2010-20 requires the following additional TDR disclosures:

The nature and financial effect of TDRs that occurred during the period by class of financing receivables and their
" effect on the Allowance for Loan and Lease Losses, and
The nature and amount of financing receivables modified as TDRs within the previous 12 months that defaulted
- during the reporting period by class of financing receivables and their effect on the Allowance for Loan and Lease
Losses.
The Company adopted the guidance for the third quarter Form 10Q and the additional disclosures on the nature and
extent of TDRs are included in Note 2. The adoption of the guidance did not affect materially the Allowance for Loan
and Lease Losses.

Fair Value Measurement

In May 2011, the FASB issued ASU No. 2011-04, Fair Value Measurement (Topic 820): Amendments to Achieve
Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRS. The new guidance results
in a consistent definition of fair value and common requirements for measurement of and disclosure about fair value
between U.S. GAAP and IFRS. The disclosure requirements have been enhanced. The most significant change will
require entities, for their recurring Level 3 fair value measurements, to disclose quantitative information about
unobservable inputs used, a description of the valuation processes used by the entity, and a qualitative discussion
about the sensitivity of the measurements. New disclosures are required about the use of a nonfinancial asset
measured or disclosed at fair value if its use differs from its highest and best use. In addition, entities must report the
level in the fair value hierarchy of assets and liabilities not recorded at fair value but where fair value is disclosed. The
amendment is effective for fiscal years beginning after December 15, 2011, with early adoption prohibited. The
Company is evaluating the impact of this amendment.

Comprehensive Income

14
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In June 2011, the FASB issued ASU 2011-05 to amend the guidance on the presentation of comprehensive income in
FASB ASC Topic 220, Comprehensive Income that would require companies to present a single statement of
comprehensive income or two consecutive statements. The proposed guidance would make the financial statement
presentation of other comprehensive income more prominent by eliminating the alternative to present comprehensive
income within the statement of equity. The ASU will be effective for annual periods beginning after December 15,
2011.

8
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The adoption of the guidance will not affect the Company’s financial condition but will change the presentation of the
statement of operations.

On October 21, 2011, the Financial Accounting Standards Board (FASB) decided to propose a deferral of the new
requirement to present reclassifications of other comprehensive income on the face of the income statement.
Companies would still be required to adopt the other requirements contained in the new accounting standard for the
presentation of comprehensive income.

NOTE 2 — LOANS
The following table presents finance receivables by segment, based on obligor location:
Finance Receivables (dollars in millions)
September 30, 2011 December 31, 2010
Domestic  Foreign  Total Domestic  Foreign  Total

Corporate Finance $5,604.0 $14715 $7,1655 $6,4824  $1,999.8 $8,482.2
Transportation Finance 1,004.6 343.1 1,347.7 1,098.8 290.1 1,388.9

Trade Finance 2,408.5 142.6 2,551.1 2,207.7 179.7 2,387.4
Vendor Finance 2,314.7 1,550.0 3,864.7 2,582.9 1,583.2  4,166.1
Consumer 6,867.5 15.8 6,883.3 8,058.8 17.1 8,075.9
Total $18,289.3 $3,523.0 $21,812.3 $20,430.6 $4,069.9 $24,500.5

The following table presents selected information related to components of the net investment in finance receivables.

Components of Net Investment in Finance Receivables
(dollars in millions)

September December
30,2011 31,2010

Unearned Income $(1,098.8) $(1,356.3)
Net amortized deferred fees and costs  31.9 16.0
Total finance leases 4,117.2 4,522.1

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 considered 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 exposure 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 information affecting
the borrowers’ ability to fulfill their obligations. Loans rated as substandard, doubtful and loss are considered classified
loans. Classified loans plus special mention loans are considered criticized loans.

The definitions of these ratings are as follows:
- Pass — finance receivables in this category 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

16
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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, conditions, and values.

17
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Loss — a loss asset is considered uncollectible and of little or no value. The Company’s assets classified as loss are
" generally charged off and therefore do not appear in the following tables.
Substantially all of the commercial Doubtful accounts were on non-accrual status at September 30, 2011 and
December 31, 2010, and approximately one-fifth and one-third, respectively, of the Substandard accounts were on
non-accrual status as of those dates.

Finance Receivables(!) — By Classification (dollars in millions)

Vendor Vendor

Corporate Corporatél“ransportaffmﬂe Total Total

September 30, 2011 Finance Finance Finance Finance Finance Finance ommercialConsumer Totals(D
Other SBL US Internationgi

Grade:

Pass $4,312.3 $276.6 $727.6 $2,011.9 $1,990.3 $1,565.3 $10,884.0 $6,779.4 $17,663.4

Special mention 1,078.0 238.2 3554 320.4 136.7 102.3 2,231.0 382.5 2,613.5

Substandard 1,103.3 155.8 238.3 186.9 144.1 78.7 1,907.1 405.1 2,312.2

Doubtful 252.8 146.8 264 31.9 38.8 18.0 514.7 2.6 517.3

Total $6,746.4 $817.4 $1,347.7 $2,551.1 $2,3099 $1,764.3 $15,536.8 $7,569.6 $23,106.4

Non-accrual loans $514.0 $169.6 $54.5 $94.0 $58.3 $22.7 $913.1 $0.6 $913.7

Corporat Vendor Vendor

December 30, 2010 Corporate Finance E;igzggrtag?ﬁrelce Finance Finance T(;trilrnercialg(c))tr?slumer Totals()

Finance SBL US Internationgi

Other
Grade:
Pass $4,843.4 $360.9 $652.3 $1,9779 $2,1985 $1,867.9 $11,900.9 $7,348.4 $19,249.3
Special mention 1,275.6  161.0 540.8 2443 142.5 193.1 2,557.3 358.2 2,915.5
Substandard 1,205.1 211.8 1924 123.0 180.7 135.4 2,048.4 614.4 2,662.8
Doubtful 460.0 183.6 34 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 $1,6153 $0.7 $1,616.0
Balances include $1,294.1 million and $1,134.1 million of loans in Assets Held for Sale at September 30, 2011
and December 31, 2010, respectively, 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. However, 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. Other than finance receivables, Assets Held for Sale total on the
balance sheet also include operating lease equipment held for sale, which are not included in the above table.

10
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Past Due and Non-accrual Loans
The table that follows presents portfolio delinquency status, regardless of accrual/non-accrual classification:
Finance Receivables) — Delinquency Status (dollars in millions)

30-59 60-89 Greater

Days Days Than Total T.Otal
Past Current Finance
Past Past 20 Due Receivables)
Due Due Days
At September 30, 2011
Commercial
Corporate Finance  Other $21.5 $6.6 $61.5 $89.6 $6,656.8 $6,746.4
Corporate Finance SBL 14.4 5.7 334 53.5 763.9 817.4
Transportation Finance 2.6 4.7 2.3 9.6 1,338.1 1,347.7
Trade Finance 24.8 1.1 0.5 26.4 2,524.7 2,551.1
Vendor Finance US 42.7 15.2 14.0 71.9 2,238.0 2,309.9
Vendor Finance International 9.8 4.3 6.1 20.2 1,744.1 1,764.3
Consumer 237.0 146.2 406.0 789.2 6,780.4 7,569.6
Total $352.8 $183.8 $523.8 $1,060.4 $22,046.0 $ 23,106.4
At December 31, 2010
Commercial
Corporate Finance — Other $432 $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 0.6 114 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 10.6 423 2,214.9 2,257.2
Consumer 3514 1759 4341 9614 7,361.2 8,322.6
Total $540.0 $256.5 $689.1 $1,485.6 $24,149.0 $ 25,634.6

Balances include $1,294.1 million and $1,134.1 million of loans in Assets Held for Sale at September 30, 2011
O and December 30, 2010, respectively. Other than finance receivables, Assets Held for Sale total on the balance
sheet also include operating lease equipment held for sale, which are not included in the above table.

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).

Finance Receivables on Non-accrual Status (dollars in millions)

September 30, 2011 December 31, 2010
Held  pewg Held for 1.l
for Total for Total
for Sale Investment
Investment Sale
Commercial
Corporate Finance Other $243.1 $2709 $514.0 $969.3 $56.1 $1,0254
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Corporate Finance SBL 150.1 195 169.6 2144 — 2144
Transportation Finance 54.5 — 54.5 63.2 — 63.2
Trade Finance 94.0 — 94.0 164.4 — 164.4
Vendor Finance US 58.3 — 58.3 80.2 — 80.2
Vendor Finance International 20.9 1.8 22.7 40.4 273  67.7
Consumer 0.2 0.4 0.6 0.4 0.3 0.7
Total non-accrual loans $621.1 $292.6 $913.7 $1,532.3 $83.7 $1,616.0
Repossessed assets 11.9 21.1
Total non-performing assets $925.6 $1,637.1
Sl?);f:mment guaranteed accruing loans past due 90 days or $405.8 $433.6
Other accruing loans past due 90 days or more 2.0 1.7
Total accruing loans past due 90 days or more $407.8 $435.3

Payments received on non-accrual financing receivables are generally applied against outstanding principal.

11
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Impaired Loans

The Company’s policy is to review for impairment finance receivables greater than $500,000 that are 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.

The following table contains information about impaired finance receivables and the related allowance for credit
losses, 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), which are disclosed further below in this note.

Impaired Loans at or for the Nine months ended September 30, 2011 (dollars in millions)

Recorded UI.lp a}d Related Average
Investment Principal Allowance Recorded
Balance Investment
With no related allowance recorded:
Commercial
Corporate Finance  Other $51.9 $97.9 $ — $151.5
Corporate Finance SBL 41.8 74.0 — 42.0
Transportation Finance 5.8 7.3 — 8.3
Trade Finance 39.0 55.2 — 77.1
Vendor Finance US 13.6 247 — 18.4
Vendor Finance International 6.6 18.9 — 12.5
With an allowance recorded:
Commercial
Corporate Finance  Other 78.4 105.0 25.7 111.6
Corporate Finance SBL 40.2 43.1 8.5 46.9
Transportation Finance 49.0 54.7 12.2 52.0
Trade Finance 48.6 48.6 10.1 28.6
Total Commercial Impaired Loans) 374.9 5294 56.5 548.9
Total Loans Impaired at Convenience date®  238.5 821.5 5.5 476.2
Total $ 6134 $1,350.9 $ 62.0 $1,025.1

(1 Interest income recorded while the loans were impaired was not material for the quarter and nine months ended
September 30, 2011.

@ Details of finance receivables that were identified as impaired at the Convenience date are presented under Loans
and Debt Securities Acquired with Deteriorated Credit Quality.

Impaired Loans for the Nine Months Ended September 30, 2010 (dollars in millions)
Average Recorded Investment $564.5

Impaired Loans at December 31, 2010() (dollars in millions)
Recorded Investment())  Unpaid Principal Balance™  Related Allowance
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With no related allowance recorded:
Commercial

Corporate Finance — Other $235.3
Corporate Finance — SBL. 50.7
Transportation Finance 11.0
Trade Finance 131.5
Vendor Finance — US 26.5
Vendor Finance — International 15.7

With an allowance recorded:

Commercial
Corporate Finance — Other 148.8
Corporate Finance — SBL. 51.9
Transportation Finance 56.4
Trade Finance 27.1
Total Commercial $754.9

$377.5
72.2
12.8
150.0
51.5
38.6

161.8
54.5
57.6
31.1
$1,007.6

433
12.7
10.0
53
$71.3

December 31, 2010 balances were conformed to current presentation and adjusted to exclude $81.2 million of

@) recorded net investment and $161.1 million of unpaid principal related to loans classified in Assets Held for

Sale.

12
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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. The Company has established review and monitoring
procedures designed to identify, as early as possible, customers that are experiencing financial difficulty. We capture
and analyze credit risk based on our internal probability of obligor default (PD) and loss given default (LGD) ratings.
A PD rating is determined by evaluating borrower credit-worthiness, including analyzing credit history, financial
condition, cash flow adequacy, financial performance and management quality. An LGD rating is predicated on
transaction structure, collateral valuation and related guarantees or recourse. Further, related considerations in
determining probability of collection include the following:

Instances where the primary source of payment is no longer sufficient to repay the loan in accordance with terms of
" the loan document;
- Lack of current financial data related to the borrower or guarantor;
- Delinquency status of the loan;

Borrowers experiencing problems, such as operating losses, marginal working capital, inadequate cash flow or
" business interruptions;

Loans secured by collateral that is not readily marketable or that is susceptible to deterioration in realizable value;
" and
- Loans to borrowers in industries or countries experiencing economic instability.
Impairment is measured as the shortfall between estimated value and recorded investment in the finance receivable. A
specific allowance or charge-off is recorded for the shortfall. In instances where the estimated value exceeds the
recorded investment, no specific allowance is recorded. The estimated value is 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. In instances when the Company measures impairment based
on the present value of expected future cash flows, the change in present value is reported in the provision for credit
losses.

The following summarizes key elements of the Company’s policy regarding the determination of collateral fair value
in the measurement of impairment:

- “Orderly liquidation value” is the basis for collateral valuation;
- Appraisals are updated annually or more often as market conditions warrant; or
- Appraisal values are discounted in the determination of impairment if the:
- appraisal does not reflect current market conditions; or
collateral consists of inventory, accounts receivable, or other forms of collateral, which may become difficult to
" locate, collect or subject to pilferage in a liquidation.
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 recognition and disclosure guidance in ASC 310-30
(Loans and Debt Securities Acquired with Deteriorated Credit Quality) to loans considered impaired under FSA at the
time of emergence. The Company has no other loans reported under this guidance.

(dollars in

o September 30, 2011 December 31, 2010
millions)
Carrying Outstanding Related Carrying Outstanding Related
Amount balance) Allowance Amount balance) Allowance
Commercial $237.1 $818.0 $5.5 $795.6 $1,914.6 $54.9
Consumer 1.4 3.5 — 1.5 14.3 —
Totals loans $238.5 $821.5 $5.5 $797.1 $1,928.9 $54.9

)]
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Represents the sum of contractual principal, interest and fees earned at the reporting date, calculated as
pre-FSA net investment plus inception to date of charge-offs.
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(dollars in millions) Quarter Ended September 30, 2011 Quarter Ended September 30, 2010

Provision for Credit Net Charge-offs Provision for Credit Net Charge-offs
Losses Losses

Commercial $(3.2 ) $4.6 $23.5 $20.9

Consumer (0.2 ) (0.2 ) 1.3 1.3

Totals loans $(3.4 ) $4.4 $24.8 $22.2

Nine Months Ended September 30, 2011 Nine Months Ended September 30, 2010

Provision for Credit Net Charge-offs Provision for Credit Net Charge-offs
Losses Losses

Commercial $51.6 $101.0 $109.2 $75.0

Consumer (0.5 ) (0.5 ) 3.2 3.2

Totals loans $51.1 $100.5 $112.4 $78.2

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).

Accretable discount activity for loans accounted for under ASC 310-30 at Emergence Date (dollars in millions):

Quarter Nine
Months
Ended
Ended
September
30. 2011 September
’ 30, 2011
Accretable discount, beginning of period $ 135.4 $ 207.2
Accretion 4.9 ) (304 )
Disposals/transfers(!) (122 ) (385 )
Accretable discount, end of period $118.3 $118.3

0 Amounts include transfers of non-accretable to accretable discounts, which were not material for the quarter
and nine months ended September 30, 2011.
Troubled Debt Restructurings

The Company periodically modifies the terms of finance receivables in response to borrowers’ difficulties.
Modifications that include a financial concession to the borrower are accounted for as troubled debt restructurings
(TDRs).

CIT uses a consistent methodology across all loans to determine if a modification is with a borrower that has been
determined to be in financial difficulty and was granted a concession. Specifically, our policies on TDR identification
include the following examples of indicators used to determine whether the borrower is in financial difficulty:

- Borrower is in default

- Borrower has declared bankruptcy

- Growing doubt about the borrower’s ability to continue as a going concern

- Borrower has insufficient cash flow to service debt

- Borrower is de-listing securities

- Borrower’s inability to obtain funds from other sources

- Breach of financial covenants by the borrower

If the borrower is determined to be in financial difficulty, then CIT utilizes the following criteria to determine whether
a concession has been granted to the borrower:
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- Assets used to satisfy debt are less than CIT’s recorded investment in the receivable
- Modification of terms — interest rate changed to below market rate
- Maturity date extension at an interest rate less than market rate
The borrower does not otherwise have access to funding for debt with similar risk characteristics in the market at the
" restructured rate and terms
- Capitalization of interest
- Increase in interest reserves
Conversion of credit to
Payment-In-Kind (PIK)
- Delaying principal and/or interest for a period of three months or more
- Partial forgiveness of the balance
Modified loans that are classified as TDRs are individually evaluated and measured for impairment. Modified loans
that meet the definition of a TDR are subject to our standard impaired loan policy, namely that non-accrual loans in
excess

14
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of $500,000 are individually reviewed for impairment, while non-accrual loans less than $500,000 are considered as
part of homogenous pools and are included in the determination of the non-specific allowance.

The recorded investment of TDRs at September 30, 2011 and December 31, 2010 was $318.4 million and $461.7
million, of which 89% and 95% were on non-accrual. Corporate Finance receivables accounted for 81% and 73% of
the total TDRs. At September 30, 2011 and December 31, 2010, there were $39.1 million and $19.6 million,
respectively, of commitments to lend additional funds to borrowers whose loan terms have been modified in TDRs.

The tables that follow present additional information related to modifications qualifying as TDRs that occurred during
the quarter and nine months ended September 30, 2011.

Recorded investment of TDRs that occurred during the quarter and nine month period ended September 30,
2011:

Quarter Nine
Months
Ended
Ended
September
30. 2011 September
’ 30, 2011
Commercial
Corporate Finance — Other $ 344 $ 70.2
Corporate Finance — SBL 1.4 11.9
Transportation Finance — 25.3
Trade Finance 5.6 19.2
Vendor Finance — US 0.8 2.8
Vendor Finance — International — 2.8
Total $ 422 $ 1322

Recorded investment of TDRs that experience a payment default) at the time of default, in the period
presented, and for which the payment default occurred within one year of the modification:

Quarter Ended Nine Months ended
September 30, 2011 September 30, 2011
Commercial
Corporate Finance — Other $0.1 $0.1
Corporate Finance — SBL 4.2 5.6
Transportation Finance — 25.3
Vendor Finance — International — 0.7
Total $4.3 $31.7

() Payment default in the table above is one missed payment.
The financial impact of the various modification strategies that the Company employs in response to borrower
difficulties is a follows:

The nature of modifications qualifying as TDR’s, based upon investment at September 30, 2011, was payment

" deferral — 73%, covenant relief, other — 18%, interest rate reductions — 6% and debt forgiveness — 3%;
Debt forgiveness, or the reduction in amount owed by borrower, results in incremental provision for credit losses, in
the form of higher charge-offs. While these types of modifications have the greatest individual impact on the

" allowance, the combined financial impact for the nine months approximated $5 million, as debt forgiveness is a
relatively small component of the Company’s modification programs;

- Payment deferrals, the most common type of the Company’s modification programs, result in lower net present value
of cash flows and increased provision for credit losses to the extent applicable. Interest rate reductions result in
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incremental reduction in interest revenue charged to the customer, but are a relatively small part of our restructuring
programs. The financial impact of these modifications is not significant given the reduction to recorded investment
balances from FSA discount and the moderate length of deferral periods. Additionally, in some instances,
modifications improve the Company’s economic return through increased interest rates and fees, but are reported as
TDR’s due to assessments regarding the borrowers’ ability to independently obtain similar funding in the market and
assessments of the relationship between modified rates and terms and comparable market rates and terms; and
The other elements of the Company’s modification programs do not have a significant impact on financial results

" given their relative size, or do not have a direct financial impact as in the case of covenant changes.

15
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NOTE 3 — ALLOWANCE FOR LOAN LOSSES
The following table presents changes in the allowance for loan losses.
Allowance for Loan Losses and Recorded Investment in Finance Receivables (dollars in millions)

At or for periods ended September 30,

2011
Corporate Transportation Trade Vendor Total
. . ) . . Consumer

Finance Finance Finance Finance Commercial
Allowance for
loan losses:
Quarters ended
Beginning balance $277.9 $29.1 $35.3 $81.7 $424.0 $—
Provision for 37.5 22 4.4 3.1 472 0.6
credit losses
Changes relating
to sales, foreign
currency 4.5 ) (0.1 ) (3.7 ) (24 ) (10.7 ) —
translation, other
Gross
charge-offs® (46.2 ) — 4.3 ) (19.7 ) (70.2 ) (0.9 )
Recoveries 53 — 2.5 16.4 24.2 0.3
Allowance
balance end of $270.0 $31.2 $34.2 $79.1 $414.5 $—
period
Nine Months
Ended
Beginning balance $303.7 $23.7 $29.9 $58.9 $416.2 $—
Provision for 173.3 8.7 11.7 59.8 253.5 2.4
credit losses
Change relating to
new accounting — — — — — —
pronouncement(!)
Changes relating
to sales, foreign
currency 9.2 ) (0.5 ) (34 ) (1.6 ) (14.7 ) —
translation, other
Gross
charge-offs® (2245 ) (0.8 )y 147 ) (755 ) (3155 ) (33 )
Recoveries 26.7 0.1 10.7 37.5 75.0 0.9
Allowance
balance end of $270.0 $31.2 $34.2 $79.1 $414.5 $—
period
Individually
evaluated for $34.2 $12.2 $10.1 $— $56.5 $—
impairment

232.1 19.0 24.1 77.3 352.5 —

Total

$424.0

47.8

(10.7

(71.1
24.5

$414.5

$416.2
255.9

(14.7

)

)

)

(318.8 )

75.9

$414.5

$56.5
352.5
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evaluated for

impairment

Loans acquired

with deteriorated 3.7
credit quality®
Allowance

balance endof $270.0
period

Reserve for

unfunded lending $13.8
commitments®

Financing

receivables:

Individually

evaluated for $212.3
impairment

Collectively

evaluated for 6,742.8

impairment

Loans acquired

with deteriorated ~ 210.4
credit quality®

Ending balance  $7,165.5

Percent of loans

total loans 329
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$31.2

$1.2

$54.8

1,292.9

$1,347.7
6.2

$34.2

$7.6

$87.6

2,463.5

$2,551.1
% 11.7

1.8

$79.1

$20.2

3,817.8

26.7

$3,864.7
17.7

55

$414.5

$22.6

$374.9

14,317.0

237.1

$14,929.0
68.4

6,881.9

1.4

$6,883.3
31.6

%

55

$414.5

$22.6

$374.9

21,1989

238.5

$21,812.3
100.0

(1) Reflects reserves associated with loans consolidated in accordance with 2010 adoption of accounting guidance on

consolidation of variable interest entities.

Gross charge-offs include $40 million that were charged directly to the allowance for loan losses for the September
@ 30,2011 quarter, of which $36 million related to Corporate Finance with the remainder related primarily to Trade
Finance. Amounts for the nine month period were $154 million, of which $142 million related to Corporate

Finance and the remainder to Trade Finance.

3y Represents loans considered impaired in FSA and are accounted for under the guidance in ASC 310-30 (Loans and

Debt Securities Acquired with Deteriorated Credit Quality).

) 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 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.
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NOTE 4 — INVESTMENT SECURITIES
At the end of the 2011 first quarter, the Company utilized cash to purchase U.S. Treasury securities. During the
second and third quarters of 2011, the Company also purchased U.S. Government Agency securities. These

investments typically mature in 91 days or less, and the carrying value approximates fair value.

Total investment securities include debt and equity securities. Debt instruments primarily consisted of U.S. Treasuries,
U.S. agency bonds and foreign government bonds while equity securities include common stock and warrants.

Investment Securities (dollars in millions)

September 30, December 31,

2011 2010
Debt securities available-for-sale $ 450.0 $ —
Equity securities available-for-sale 17.1 37.5
Debt securities held-to-maturity) 175.6 195.9
Non-marketable equity securities carried at cost(® 80.4 95.1
Total investment securities $ 723.1 $ 3285
@) Recorded at amortized cost less impairment on securities that have credit-related impairment.
@ Non-marketable equity securities are carried at cost less impairment and primarily consist of shares

issued by customers during loan work out situations or as part of an original loan investment.
Debt securities are recorded on the Consolidated Balance Sheet as of the trade date and classified based on
management’s intention on the date of purchase.

Securities Available-for-Sale

The following table presents amortized cost and fair value of securities available-for-sale (AFS) at September 30,
2011. December 31, 2010 balances were not significant and are not presented.

(dollars in millions) September 30, 2011
. Gross Gross .
Amortlzeg . . Fair
nrealized Unrealized
Cost i Value
Gains Losses

Debt securities AFS
U.S. Government Agency Obligations $450.0 $ — $ — $450.0
Total debt securities available for sale 450.0 — — 450.0
Equity securities AFS 16.0 1.2 0.1 ) 171
Total securities AFS $466.0 $ 1.2 $ (0.1 ) $467.1

The Company conducts and documents periodic reviews of all securities with unrealized losses to evaluate whether
the impairment is other than temporary. Any credit-related impairment on debt securities that the Company does not
plan to sell and is not likely to be required to sell is recognized in the Consolidated Statement of Operations, with the
non-credit-related impairment recognized in other comprehensive income. For other impaired debt securities, the
entire impairment is recognized in the Consolidated Statement of Operations.

The following table presents interest and dividends on investments:
Quarters Nine Months

(dollars in millions) Ended Ended
September 30, September 30,
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2011 2010 2011 2010

Interest $80 $72 $225 $19.1
Dividends 0.2 — 1.2 2.7

Total interest and dividends $82 $7.2 $23.7 $21.8
Gross realized investment gains for the quarter and nine months ended September 30, 2011 were $8.7 million and

$44.1 million respectively, and exclude losses from other-than-temporary impairment. Realized investment gains in

2010 were $5.9 million and $12.8 million for the quarter and nine months period, respectively.
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Debt Securities Held-to-Maturity

The carrying value and fair value of securities held-to-maturity (HTM) at September 30, 2011 and December 31, 2010
were as follows:

Carrying Gross Gross
(dollars in millions) unrecognized unrecognized

value . value

gains losses

September 30, 2011
U.S. Treasury and federal agency securities
U.S. Treasury Agency obligations $984 § — $ (1.9 ) $96.5
Mortgage-backed securities
U.S. government and government-sponsored agency guaranteed  52.0 3.2 — 55.2
State and municipal 0.4 — — 0.4
Foreign government 24.8 — — 24.8
Total debt securities held-to-maturity $1756 $ 3.2 $ (1.9 ) $176.9
December 31, 2010
U.S. Treasury and federal agency securities
U.S. Treasury Agency obligations $119.8 $ 0.7 $ — $120.5
Mortgage-backed securities
U.S. government and government-sponsored agency guaranteed  56.9 1.0 — 57.9
State and municipal 0.4 — — 0.4
Foreign government 18.8 — — 18.8
Total debt securities held-to-maturity $1959 §$ 1.7 $ — $197.6

The following table presents the amortized cost and fair value of debt securities HTM by contractual maturity dates:

September 30, December 31,
2011 2010

(dollars in millions) Amortizedair Amortizeldair
Cost Value Cost Value

Mortgage-backed securities(!)

After 10 years® $52.0 $552 $569 $57.9
Total 52.0 55.2 56.9 57.9
U.S. Treasury and federal agencies

Due within 1 year 98.4 96.5 — —
After 1 but within 5 years — — 119.8  120.5
Total 98.4 96.5 119.8  120.5
State and municipal

After 1 but within 5 years 0.3 0.3 0.2 0.2
After 5 but within 10 years 0.1 0.1 0.2 0.2
Total 0.4 0.4 0.4 0.4
Foreign government

Due within 1 year 22.1 22.1 18.8 18.8
After 5 but within 10 years 2.7 2.7 — —
Total 24.8 24.8 18.8 18.8
Total debt securities HTM $175.6 $176.9 $1959 $197.6

() Includes mortgage-backed securities of U.S. federal agencies.
@  Investments with no stated maturities are included as contractual maturities of greater than 10 years. Actual
maturities may differ due to call or prepayment rights.
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Other-Than-Temporary Impairments

Recognition and Measurement of Other-Than-Temporary Impairments (OTTI)

OTTI credit-related impairments on equity securities recognized in earnings totaled $0.2 million for the quarter and
$7.7 million for the nine months ended September 30, 2011, respectively. The 2010 impairment charges for the
quarter and nine month period were $1.9 million. Impairment amounts in accumulated other comprehensive income
were not significant at September 30, 2011 and December 31, 2010.

Evaluating Investments for OTTI

The Company conducts and documents periodic reviews of all securities with unrealized losses to evaluate whether
the impairment is other than temporary. The Company accounts for investment impairments in accordance with ASC
320-10-35-34, Investments—Debt and Equity Securities: Recognition of an Other-Than-Temporary Impairment. Under
the
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guidance for debt securities, OTTI is recognized in earnings for debt securities that the Company has an intent to sell
or that the Company believes it is more-likely-than-not that it will be required to sell prior to the recovery of the
amortized cost basis. For those securities that the Company does not intend to sell or expect to be required to sell,
credit-related impairment is recognized in earnings, while the non-credit related impairment is recorded in AOCI.

An unrealized loss exists when the current fair value of an individual security is less than its amortized cost basis.
Unrealized losses that are determined to be temporary in nature are recorded, net of tax, in AOCI for AFS securities,
while such losses related to HTM securities are not recorded, as these investments are carried at their amortized cost.

Amortized cost is defined as the original purchase cost, plus or minus any accretion or amortization of a purchase
discount or premium. Regardless of the classification of the securities as AFS or HTM, the Company has assessed
each investment for impairment.

Factors considered in determining whether a loss is temporary include:

- the length of time and the extent to which fair value has been below cost;
- the severity of the impairment;
- the cause of the impairment and the financial condition and near-term prospects of the issuer;
- activity in the market of the issuer that may indicate adverse credit conditions; and
the Company’s ability and intent to hold the investment for a period of time sufficient to allow for any anticipated
" recovery.
The Company’s review for impairment generally includes identification and evaluation of investments that have
indications of possible impairment, in addition to:

analysis of individual investments that have fair values less than amortized cost, including consideration of the
" length of time the investment has been in an unrealized loss position and the expected recovery period;
discussion of evidential matter, including an evaluation of factors or triggers that could cause individual investments
- to qualify as having other-than-temporary impairment and those that would not support other-than-temporary
impairment; and
- documentation of the results of these analyses, as required under business policies.
For equity securities, management considers the various factors described above, including its intent and ability to
hold the equity security for a period of time sufficient for recovery to cost. Where management lacks that intent or
ability to hold the equity security, the security’s decline in fair value is deemed to be other than temporary and is
recorded in earnings. AFS equity securities deemed other-than-temporarily impaired are written down to fair value,
with the full difference between fair value and cost recognized in earnings.

NOTE 5 — LONG-TERM BORROWINGS

The following table presents outstanding long-term borrowings, net of FSA.

December
September 30, 2011 31,2010
CIT Group Inc.  Subsidiaries  Total Total
Secured borrowings $— $9,308.1 $9,308.1 $10,965.8
First lien term loan — — — 3,042.6
Revolving Facility 1,075.0 — 1,075.0 —
Series A Notes 7.009) 6,607.3 — 6,607.3 19,037.9
Series B Notes  10.25%) — — — 765.8
Series C Notes  7.009%) (Exchanged) 7,925.2 — 7,925.2 —
Series C Notes — 5.25% / 6.625%) (Other) 2,000.0 — 2,000.0 —
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Other debt 84.7 0.7 854 167.7
Total debt $17,692.2 $9,308.8 $27,001.0 $33,979.8

€]
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The presented rates are contractual and do not reflect the impact of FSA. Rates associated with the Series C —
Other are discussed further below.
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Amounts included as contractually due within twelve months at September 30, 2011 of $1.7 billion included $1.2
billion of Secured Borrowings and $461 million of Series A Notes that CIT announced in September 2011 would be
redeemed in October 2011.

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 in the following table are not included in the collateral available to lenders under the
Revolving Credit and Guaranty Agreement or the Series A or C Notes described below.

Secured Borrowings and Pledged Asset Summary (dollars in millions)

September 30, 2011 December 31, 2010

Secured Assets Secured Assets

Borrowing Pledged Borrowing Pledged
iiii?tlon trusts and conduits (student $3.917.8 $4.558.2 $4.184.4 $5.558.8
GSI Facility borrowings() 770.9 1,597.4 1,624.6 2,349.5
Trade Finance 382.1 1,523.4 504.9 1,479.6
Corporate Finance (SBL) 261.1 283.9 258.0 283.6
Other equipment secured facilities? 1.849.7 2,401.6 2,235.0 2,704.4
Subtotal Loans 7,181.6 10,364.5 8,806.9 12,375.9
Transportation Finance — Aircraf?) 1,384.9 1,631.6 1,315.1 1,531.0
Transportation Finance Rail 145.5 140.9 148.9 146.2
GSI Facility borrowings (Aircraft)(D) 468.4 1,098.2 519.8 1,119.3
Other structures 76.6 99.8 99.8 126.2
ISC‘;ZZ?M Equipment under operating ;5 4 2,970.5 2,083.6 29227
FHLB borrowings (Consumer)® 51.1 98.4 75.3 119.8
Total $9,308.1 $13,433.4 $10,965.8 $15,418.4

At September 30, 2011 GSI Facility borrowings were secured by $903.9 million of corporate loans, $575.8

o million of student loans and $117.7 million of small business lending loans, of which $115.9 million were
classified as Assets Held for Sale, and $1.1 billion of aircraft assets on operating leases. The GSI Facility
borrowing is described in Note 6 — Derivative Financial Instruments.

@ Includes facilities secured by equipment primarily in Vendor Finance and Corporate Finance and the associated
secured debt.

3) Secured financing facilities for the purchase of aircraft.

@ Collateralized with Government Debentures and Certificates of Deposit.

Variable Interest Entities

The Company utilizes Variable Interest Entities (“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 ‘on balance sheet’ secured financings of pools of leases and
loans originated by the Company. The Company originates pools of assets and sells these to special purpose entities

37



Edgar Filing: CIT GROUP INC - Form 10-Q

(“SPE’s”), which, in turn, issue debt securities backed by the asset pools or sell individual interests in the assets to
investors. CIT retains the servicing rights and participates in certain cash flows. These VIEs are typically organized as
trusts or limited liability companies, and are intended to be bankruptcy remote, from a legal standpoint.

The main risks inherent in these secured borrowing structures are deterioration in the credit performance of the
vehicle’s underlying asset portfolio and risk associated with the servicing of the underlying assets.

Investors usually have recourse to the assets in the VIEs and typically benefit from other credit enhancements, such
as: (1) areserve or cash collateral account which requires the Company to deposit cash in an account, which will first
be used to cover any defaulted obligor payments, (2) over-collateralization in the form of excess assets in the VIE, (3)
subordination, whereby the Company retains a subordinate position in the secured borrowing which would absorb
losses due to defaulted obligor payments before the senior certificate holders. The VIE may also enter into derivative
contracts in order to convert yield or currency of the underlying assets to match the needs of the VIE investors or to
limit or change the risk of the VIE.
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With respect to events or circumstances that could expose CIT to a loss, as these are accounted for as on balance sheet
secured financings, the Company records an allowance for loan losses for the credit risks associated with the
underlying leases and loans. As these are secured borrowings, CIT has an obligation to pay the debt in accordance
with the terms of the underlying agreements.

Generally, third-party investors in the obligations of the consolidated VIE’s have legal recourse only to the assets of
the VIEs and do not have recourse to the Company beyond certain specific provisions that are customary for secured
financing transactions, such as asset repurchase obligations for breaches of representations and warranties. In addition,
the assets are generally restricted only to pay such liabilities.

Revolving Facility

On August 25, 2011 (the “Closing Date”), CIT and certain of its subsidiaries entered into a Revolving Credit and
Guaranty Agreement, among CIT Group Inc., certain subsidiaries of CIT Group Inc., as guarantors, the lenders party
thereto from time to time and Bank of America, N.A. as administrative agent, collateral agent and letter of credit
issuer (the “Revolving Facility”). The total commitment amount under the Revolving Facility is $2 billion consisting of
a $1.65 billion revolving loan tranche and a $350 million revolving loan tranche that can also be utilized for issuance
of letters of credit. The Revolving Facility matures on August 14, 2015 and will accrue interest at a per annum rate of
LIBOR plus a margin of 2.00% to 2.75% (with no floor) or Base Rate plus a margin of 1.00% to 1.75% (with no
floor). The applicable margin will be determined by reference to the long term senior unsecured, non-credit enhanced
debt rating of the Company by S&P and Moody’s effective at relevant times during the life of the Revolving Facility.
Based on the Company’s current debt rating, the applicable margin for LIBOR loans is 2.75% and the applicable
margin for Base Rate loans is 1.75%.

The entire $2 billion was fully drawn on the Closing Date and the proceeds of the draw, along with cash on hand,
were used to repay in full and extinguish the Company’s outstanding First Lien Term Loan during the third quarter of
2011. The Revolving Facility may be prepaid and re-borrowed from time to time at the option of CIT. During the
quarter, a portion of the drawn amount was repaid and $1.1 billion was outstanding at September 30, 2011. The
amount available to draw upon at September 30, 2011 was approximately $800 million, with the remaining portion
reflecting letter of credit usage. Also, the unutilized portion of any commitment under the Revolving Facility may be
reduced permanently or terminated by CIT at any time without penalty.

The Revolving Facility is currently secured by a first lien on substantially all U.S. assets that are not otherwise
pledged to secure the borrowings of SPE’s as described previously under “Secured Borrowings”, 65% of the voting
shares and 100% of the non-voting shares of certain foreign subsidiaries and between 44% and 65% of the equity
interest or capital stock in certain other non-U.S., non-regulated subsidiaries. The Revolving Facility is subject to a
collateral coverage covenant (based on CIT’s book value in accordance with GAAP) of 2.0x the committed facility
size, tested quarterly and upon certain transfers, dispositions or releases of collateral. The Revolving Facility is also
subject to a $6 billion minimum consolidated net worth covenant, tested quarterly, and limits the Company’s ability to
create liens, merge or consolidate, sell, transfer, lease or dispose of all or substantially all of its assets, grant a negative
pledge or sell assets under certain circumstances.

Once the Company’s Series A Second-Priority Secured Notes (“Series A Notes”) cease to be outstanding or CIT’s
corporate credit rating is upgraded to investment grade and the Company’s Series C Second-Priority Secured Notes
(“Series C Notes”) become unsecured, all the collateral and subsidiary guarantees under the Revolving Facility will be
automatically released except for subsidiary guarantees from eight of the Company’s domestic operating subsidiaries
(“Continuing Guarantors”). Once the Revolving Facility becomes unsecured, the collateral coverage covenant will be
replaced by an asset coverage covenant (based on the book value of eligible assets of the Continuing Guarantors) of
2.0x the committed facility size, tested monthly and upon certain dispositions or encumbrances of eligible assets of the
Continuing Guarantors.
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First Lien Term Loan

In connection with entering into the Revolving Facility described above, the Company repaid and terminated the First
Lien Term Loan in the third quarter. The Company also terminated its $350 million Amended and Restated Letter of
Credit Facility, dated as of February 18, 2011, with Bank of America, N.A. acting as administrative agent and letter of
credit issuer (the “Prior L/C Agreement”) and all letters of credit issued under the Prior L/C Agreement were rolled over
and deemed issued under the Revolving Facility. The Company did not pay any early termination penalties or call
premiums in connection with the termination of either the First Lien Term Loan or the Prior L/C Agreement.
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The extinguishment of the First Lien Term Loan decreased third quarter interest expense by $85 million, reflecting
accelerated FSA accretion, and resulted in a loss on debt extinguishment of approximately $153 million reflecting
accelerated deferred fee recognition along with commitment and arrangement fees paid under the Revolving Facility.
The First Lien Term Loan carried an interest rate of LIBOR + 4.50% with a 1.75% LIBOR floor.

Series A and Series C Notes

In March 2011, the Company issued $2 billion of new Series C Notes, consisting of $1.3 billion of three-year 5.25%
fixed rate notes and $700 million of seven-year 6.625% fixed rate notes. The covenants in the new Series C Notes are
generally consistent with covenants in investment grade-rated bonds. The proceeds of the transaction were used in
May 2011, in conjunction with available cash, to redeem the $2.5 billion of 7% Series A Notes as discussed below.

The Series A Notes and Series C Notes are generally secured by second-priority security interests in all the assets
securing the Revolving Facility. The 2014 Series A Notes Indentures limit the ability of the Company and the
Company’s restricted subsidiaries 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. The 2015-2017 Series A Notes and Series C Notes Indentures limit the Company’s ability
to create liens, merge or consolidate, or sell, transfer, lease or dispose of all or substantially all of its assets. Under the
terms of the Series A Notes, the Company is required to use certain cash collections to repay the Series A Notes on an
accelerated basis as part of a Cash Sweep provision; there is no such requirement under the Series C Notes.

The guarantees and collateral for the Series C Notes will be released upon the Series C Notes receiving an investment
grade rating from each of Moody’s and S&P after giving effect to the release. In addition, the guarantees and/or
collateral for the Series C Notes will be automatically released if the same guarantees and/or collateral for the Series A
Notes are released at the same time or if the Series A Notes have been paid off in full.

In the event of a Change of Control as defined in the 2014 Series A Indentures, holders of the Series A Notes will
have the right to require the Company, as applicable, to repurchase all or a portion of the Series A Notes at a purchase
price equal to 101% of the principal amount, plus accrued and unpaid interest to the date of such repurchase.

Upon a Change of Control Triggering Event as defined in the 2015 — 2017 Series A Indentures and Series C Indentures,
holders of the 2015 — 2017 Series A Notes and Series C Notes will have the right to require the Company, as
applicable, to repurchase all or a portion of the Series C Notes at a purchase price equal to 101% of the principal
amount, plus accrued and unpaid interest to the date of such repurchase.

In October 2011, CIT redeemed the remaining $461 million of Series A Notes maturing in 2014 and repurchased at a
discount approximately $210 million and $100 million of Series A Notes maturing in 2016 and 2017, respectively.
Approximately $6.5 billion of Series A Notes remain outstanding after these transactions. Following the redemption in
full of the 2014 Series A Notes in October 2011, most of the restrictive covenants granted under the Series A Notes, as
part of CIT's restructuring in 2009, were eliminated. In aggregate, these actions will increase fourth quarter interest
expense by approximately $70 million for the acceleration of FSA discount accretion and prepayment penalties, and
result in a gain on debt extinguishment of approximately $10 million.

During the 2011 third quarter, CIT redeemed approximately $1.5 billion of its Series A Notes, as follows:

CIT repurchased approximately $300 million of Series A Notes maturing in 2014 and approximately $160 million of
- Series A Notes maturing in 2017 using available cash. The repurchases resulted in increased interest expense of $19
million reflecting acceleration of FSA discount accretion, and a $6 million gain on debt extinguishment.
On September 30, 2011 CIT redeemed $1 billion of Series A Notes maturing in 2014 at a price of 102% of
the aggregate principal amount. The redemption increased third quarter interest expense by approximately
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$88 million reflecting acceleration of FSA discount accretion and prepayment penalties.
During the 2011 second quarter, CIT redeemed $2.5 billion of 7% Series A Notes at a redemption price of 102% of
the aggregate principal amount. This redemption included approximately $1.1 billion principal amount of remaining
2013 Series A Notes and approximately $1.4 billion principal amount of the 2014 Series A Notes. The acceleration of
FSA amortization on these Notes increased second quarter interest expense by $113 million, approximately $66
million for the 2013 maturities and $47 million for the 2014 maturities.
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During the 2011 first quarter, CIT redeemed $1.0 billion of the 7% Series A Notes due in 2013 at a redemption price
of 102% of the aggregate principal amount redeemed. The acceleration of FSA amortization on the Series A Notes
was $25 million and resulted in an increase to interest expense.

In June 2011, we completed an Exchange Offer and Consent Solicitation for outstanding 7% Series A Notes, other
than the Series A Notes that mature in 2014, and the company received the requisite consents to adopt proposed
amendments to the indenture of Series A Notes that mature in 2015, 2016 and 2017.

At the Offer Expiration, tenders with consents or separate consents were received from holders of approximately
$10.9 billion in aggregate principal amount of Series A Notes, made up of $8.76 billion (pre-FSA) Series A Notes
tendered and accepted for exchange, and $2.17 billion Series A Notes separately consented, including a majority of
each maturity of these Series A Notes. As a result, $8.76 billion principal amount of Series C Notes (pre-FSA) with
the same interest rate and interest payment dates, but maturing one business day later than the Series A Notes for
which they were exchanged, were issued in exchange for the Series A Notes tendered and accepted.

Consents were solicited to replace the covenants and events of default in the 2015 — 2017 Series A Notes Indentures
with the same covenants and events of default as those in the Indenture that govern the existing 5.250% Series C
Notes due 2014 and 6.625% Series C Notes due 2018, except that the Cash Sweep covenant was retained in the 2015 —
2017 Series A Notes Indentures as amended. The covenants in the Series C Notes are materially less restrictive than
those in the Series A Notes and are more consistent with covenants of investment-grade rated bonds.

Approximately $27 million of consent fees were paid to Series A Note holders that delivered consents and were
capitalized and will be amortized as an adjustment of interest expense over the life of the Series C Notes issued in
exchange.

Series B Notes

During the 2011 first quarter, we redeemed the remaining $0.75 billion of 10.25% Series B Notes at a redemption
price of 102% of the aggregate principal amount redeemed. The acceleration of FSA accretion on the Series B Notes

was $14 million and resulted in a decrease to interest expense.
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Summarized Financial Information of Subsidiaries

In accordance with the Series A Notes Indenture, the following tables present two mutually exclusive sets of
condensed consolidating financial statements, reflecting the following:

The first set of condensed consolidated financial statements includes entities that are considered guarantors or
non-guarantors. Guarantor entities are those that have guaranteed the unregistered debt under the First Lien Term

" Loan and Series A Notes (and Series B for 2010 financial information). 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 subsidiaries. Unrestricted subsidiaries include regulated

- entities 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
CIT Guarantor Pledged Other Non o e . Consolidated
September 30, 2011 Group ... e Guarantor Eliminations
Entities Entities .. Total
Inc. Entities

ASSETS:
Net loans $— $3,946.3 $1,896.2 $16,113.7 $(5584 ) $21,397.8
Operating lease equipment, net — 4,949.4 4,553.9 1,685.5 2.2 11,191.0
Assets held for sale 6.1 347.7 217.8 941.8 (0.8 ) 1,512.6
Cash and deposits with banks 1,666.3 1,317.4 1,552.9 2,414.6 (62.1 ) 6,889.1
Investment securities 450.0 67.5 8.7 346.1 (149.2 ) 723.1
Other assets 32,074.5 19,4704 4,169.9 3,397.4 (56,348.0 ) 2,764.2

Total Assets $34,196.9 $30,098.7 $12,399.4 $24,899.1 $(57,116.3 ) $44,477.8
LIABILITIES AND EQUITY:
fj‘;lfs'it;rm borrowings, including 17 95 5 §20.5 $9644  $13,5192 $(2364 ) $31,959.9
Credit balances of factoring clients — 1,095.8 — (2.8 ) (0.1 ) 1,092.9
Other liabilities 7,601.2 (326.0 ) 43128 (7,546.7 ) (1,520.5 ) 2,520.8

Total Liabilities 25,2934  790.3 5,277.2 5,969.7 (1,757.0 ) 35573.6
Total Stockholders’ Equity 8,903.5 29,308.4 7,122.2 18,928.9 (55,359.5 ) 8,903.5
Noncontrolling minority interests — — — 0.5 0.2 0.7

Total Equity 8,903.5 29,308.4 7,122.2 18,9294 (55,359.3 ) 8,904.2

Total Liabilities and Equity $34,196.9 $30,098.7 $12,399.4 $24,899.1 $(57,116.3 ) $44,477.8
December 31, 2010()
ASSETS:
Net loans $— $5249.2  $2,388.5 $16,762.7 $(316.1 ) $24,084.3
Operating lease equipment, net — 4,421.8 4,847.9 1,904.6 (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 1,176.1 2,936.3 (38.8 ) 11,204.0
Investment securities — 100.8 7.3 403.5 (183.1 ) 328.5
Other assets 31,0474 18,524.6 4,598.1 2,816.1 (54,000.0 ) 2,986.2

Total Assets $33,773.0 $33,041.4 $13,311.4 $25408.0 $(54,575.6 ) $50,958.2

LIABILITIES AND EQUITY:
$19,322.0 $2,866.2  $2,083.0 $14,497.0 $(252.2 ) $38,516.0
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Long-term borrowings, including

deposits
Credit balances of factoring clients — — 926.1 — 9.2
Other liabilities 5,535.0 850.9 4,451.1 (7,908.3 )
Total Liabilities 24,857.0 4,643.2 6,534.1 6,597.9
Total Stockholders’ Equity 8,916.0 28,398.2 6,776.9 18,809.8
Noncontrolling minority interests — — 0.4 0.3
Total Equity 8,916.0 28,398.2  6,777.3 18,810.1
Total Liabilities and Equity $33,773.0 $33,041.4 $13311.4 $25,408.0

(1)
24

2010 data has been conformed to the current quarter presentation.

— 935.3
(3355 ) 2,593.2
(587.7 ) 42,0445
(53,9849 ) 8,916.0
(3.0 ) (23
(53,9879 ) 89137
$(54,575.6 ) $50,958.2

)
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CONSOLIDATING STATEMENTS OF OPERATION (dollars in millions)

Non Guarantor

Entities
CIT Other
Group Guarantor Pledged Non Eliminations Consolidated
Entities Entities Guarantor Total
Inc. ops
Entities

Nine Months Ended September 30,
2011
Interest income $2.4 $628.5 $2545 $871.3 $ (0.6 ) $1,756.1
Interest expense (1,576.8) (82.8 ) (1728 ) ((301.2 ) 27.2 (2,106.4 )
Net interest revenue (1,574.4) 545.7 81.7 570.1 26.6 (350.3 )
Provision for credit losses (13.0 ) (B79 ) @72 ) (978 ) — (2559 )
Net interest revenue, after credit (1,587.4) 4878 55 ) 4723 26.6 6062 )
provision
Equity in net income of subsidiaries 1,298.8 824.3 253.6 184.3 2,561.0 ) —
Other Income
Rental income on operating leases — 426.2 531.7 281.3 — 1,239.2
Other 43.0 356.9 128.6 262.8 (38.4 ) 7529
Total other income 43.0 783.1 660.3 544.1 (38.4 ) 1,992.1
Total net revenue, net of interest (2456 ) 20952 9084 12007 (25728 ) 13859
expense and credit provision
Other Expenses
Depreciation on operating lease . (1452 ) (1730 ) (1111 ) — (4293 )
equipment
Operating expenses 19.2 422.6 ) (1288 ) (1751 ) 252 (682.1 )
Loss on debt extinguishments 279 ) 1187 ) — — — (146.6 )
Total other expenses (8.7 ) (686.5 ) (301.8) (2862 ) 252 (1,258.0 )
Income (loss) before income taxes (2543 ) 1,408.7 606.6 914.5 22,5476 ) 1279
Benefit (provision) for income taxes 255.6 (161.6 ) (763 ) (1416 ) 0.2 (123.7 )
Net income'(los.s) before attribution of 13 12471 530.3 7729 (25474 ) 42
noncontrolling interests
Net income attributable to
noncontrolling interests, after tax o T 0.4 0.5 (3.8 ) (29 )
Net income (loss) $1.3 $1,247.1 $530.7 $7734 $2,5512 )$13
Nine Months Ended September 30,
2010
Interest income $1.8 $1,4214 $437.0 $1,141.5 $(35.1 ) $2,966.6
Interest expense (1,291.0) (573.8 ) (3199 ) ((06.6 ) 183 (2,373.0 )
Net interest revenue (1,289.2) 847.6 117.1 934.9 (16.8 ) 593.6
Provision for credit losses 274 ) (3633 ) (685 ) (1782 ) (0.5 ) (637.9 )
Net interest revenue, after credit (1316.6) 4843 486 756.7 173 ) 443 )
provision
Equity in net income of subsidiaries 1,304.4 854.5 400.0 (1620 ) (2,3969 ) —
Other Income
Rental income on operating leases — 407.5 539.3 295.6 (1.0 ) 1,2414
Other 93.6 273.4 238.9 204.1 (31.6 ) 7784
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Total other income

Total net revenue, net of interest
expense and credit provision

Other Expenses

Depreciation on operating lease
equipment

Operating expenses

Total other expenses

Income (loss) before income taxes
Benefit (provision) for income taxes
Income (loss) before attribution of
noncontrolling interests

Income attributable to noncontrolling
interests, after tax

Net income (loss)

93.6
814

23.9
23.9
105.3
336.7

442.0

$442.0

680.9
2,019.7

(173.2

(519.0
(692.2
1,327.5
(188.4

1,139.1

0.4

$1,139.5

)

)
)

)

778.2
1,226.8

(203.0

(145.1
(348.1
878.7

(166.6

712.1

0.5

$711.6

(1) 2010 data has been conformed to the current quarter presentation.

25

)

)
)

)

)

499.7
1,094.4

(136.8

(1594
(296.2
798.2

(232.6

565.6

(3.0

$562.6

)

(32.6
(2,446.8

0.5

31.3
31.8
(2,415.0
2.0

(2,413.0

0.7

$(2,413.7

) 2,019.8
) 1,975.5

(512.5

(768.3

(1,280.8
) 694.7

(248.9

) 445.8

) (3.8
) $442.0
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CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS (dollars in millions)

Non Guarantor

Entities
Nine Months Ended September 30, CIT Guarantor Pledged Other Non e e . Consolidated
Group .. Iy Guarantor Eliminations
2011 Entities  Entities .. Total
Inc. Entities
Cash Flows From Operating Activities:
Net cash flows provided by (used for) ¢} 149 1y 43516 $5075  $6903  $— $400.3
operations
Cash Flows From Investing Activities:
Net (increase) decrease in financing and
leasing assets and other investing (510.3 ) 1,576.9 689.8 1,254.1 — 3,010.5
activities
(Increase) decrease in inter-company 2.640.4 . o o (26404 ) —

loans and investments

Net cash flows provided by (used for)
investing activities

Cash Flows From Financing Activities:
Net increase (decrease) in debtand other 5 (76 6) - (2707.6) (1,000.8) (14127 ) — (7,197.7 )
financing activities

Inter-company financing — (2,042.1) 1454 (7437 ) 2,6404 —

Net cash flows provided by (used for) ) (76 6y (4 7497) (8554 ) (2.1564) 2.640.4 (7,197.7 )
financing activities

Net (decrease) increase in unrestricted
cash and cash equivalents

Unrestricted cash and cash equivalents,
beginning of period

Unrestricted cash and cash equivalents,
end of period

2,130.1 1,576.9 689.8 1,254.1 (2,6404 ) 3,010.5

(1,095.6) (2,821.2) 341.9 (2120 ) — (3,786.9 )
2,703.6 29464 1,021.1 1,979.1 — 8,650.2

$1,608.0 $125.2 $1,363.0 $1,767.1 $— $4,863.3

Nine Months Ended September 30,
2010

Cash Flows From Operating Activities:
Net cash flows provided by (used for)
operations

Cash Flows From Investing Activities:
Net decrease in financing and leasing
assets and other investing activities
(Increase) decrease in inter-company
loans and investments

Net cash flows provided by (used for)
investing activities

Cash Flows From Financing Activities:
Net increase (decrease) in debtand other 3136 ) (5 3408) (1719 ) (5,142.1) — (7,968.6 )
financing activities

Inter-company financing — (1,924.3) (677.3 ) 1,145.7 1,455.9 —

$(386.8 ) $(43.4 ) $551.8 $159.6 $— $281.2

451.2 4,099.1 482.5 3,839.3 — 8,872.1
1,4559 — — — (1,4559 ) —

1,907.1 4,099.1 482.5 3,839.3 (1,455.9 ) 8,872.1
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Net cash flows provided by (used for)
financing activities

Net (decrease) increase in unrestricted
cash and cash equivalents

Unrestricted cash and cash equivalents,
beginning of period

Unrestricted cash and cash equivalents,
end of period

(*) 2010 data has been conformed to the current quarter presentation.

(313.8 ) (4,265.1) (849.2 ) (3,996.4 ) 1,4559
1,206.5 (2094 ) 185.1 25 —
609.3 4,420.6 808.1 2,567.2 —

$1,815.8 $4,211.2 $993.2 $2,569.7 $—

26

(7,968.6 )

1,184.7
8,405.2

$9,589.9
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CONDENSED CONSOLIDATING BALANCE SHEETS (dollars in millions)

September 30, 2011

ASSETS:
Net loans
Operating lease equipment, net
Assets held for sale
Cash and deposits with banks
Investment securities
Other assets
Total Assets
LIABILITIES AND EQUITY:

Long-term borrowings, including deposits

Credit balances of factoring clients
Other liabilities
Total Liabilities
Total Stockholders’ Equity
Noncontrolling minority interests
Total Equity
Total Liabilities and Equity

December 31, 2010
ASSETS:
Net loans
Operating lease equipment, net
Assets held for sale
Cash and deposits with banks
Investment securities
Other assets

Total Assets
LIABILITIES AND EQUITY:

CIT Group Restricted Unrestricted .. . . Consolidated
.. .. Eliminations

Inc. Entities Entities Total

$— $6,032.0 $159242 $(5584 ) $21,397.8
— 9,718.0 1,470.8 2.2 11,191.0
6.1 681.7 825.6 (0.8 ) 1,512.6
1,666.3 3,386.4 1,898.5 (62.1 ) 6,889.1
450.0 76.2 346.1 (149.2 ) 723.1
32,0745 7,846.6 514.7 (37,671.6 ) 2,764.2

$34,196.9 $27,740.9 $20,979.9 $(38,439.9) $44,477.8

$17,692.2 $1,025.9 $13,4782 $(2364 ) $31,959.9
— 1,095.8 2.8 ) (0.1 ) 1,092.9
7,601.2 (2,203.7) (1,356.2 ) (1,520.5 ) 2,520.8
25,2934 (82.0 ) 12,119.2 (1,757.0 ) 35,573.6
8,903.5 27,8229  8,860.2 (36,683.1 ) 8,903.5
— — 0.5 0.2 0.7
8,903.5 27,8229  8,860.7 (36,6829 ) 8,904.2

$34,196.9 $27,740.9 $20,979.9 $(38,439.9) $44,477.8

$— $8,041.4 $16,359.0 $(316.1 ) $24,084.3
— 9,605.7 1,568.6 (37.6 ) 11,136.7
— 678.4 540.1 — 1,218.5
2,725.6 5,885.6 2,631.6 (38.8 ) 11,204.0
— 108.1 403.5 (183.1 ) 3285
31,0474 9,115.0 328.8 (37,505.0) 2,986.2

$33,773.0 $33,434.2 $21,831.6 $(38,080.6) $50,958.2

Long-term borrowings, including deposits $19,322.0

Credit balances of factoring clients
Other liabilities
Total Liabilities
Total Stockholders’ Equity
Noncontrolling minority interests
Total Equity
Total Liabilities and Equity

5,535.0
24,857.0
8,916.0
8,916.0
$33,773.0

$4,949.2  $14,497.0 $(2522 ) $38,516.0
926.1 9.2 — 935.3
(888.6 ) (1,717.7 ) (3355 ) 25932
4,986.7 12,788.5 (587.7 ) 42,0445
28,447.1  9,042.8 (37,489.9) 8,916.0
0.4 0.3 (3.0 ) (23
28,447.5 9,043.1 (37,4929) 8,913.7

$33,434.2 $21,831.6 $(38,080.6 ) $50,958.2

(*) 2010 data has been conformed to the current quarter presentation.
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CONSOLIDATING STATEMENTS OF OPERATION (dollars in millions)

CIT Group Restricted Unrestricted .. . . Consolidated
.. .. Eliminations
Inc. Entities Entities Total
Nine Months Ended September 30, 2011
Interest income $2.4 $923.0 $831.3 $(0.6 ) $1,756.1
Interest expense (1,576.8) (156.2 ) (400.6 ) 272 (2,106.4 )
Net interest revenue (1,574.4) 766.8 430.7 26.6 (3503 )
Provision for credit losses (13.0 ) (143.1 ) (998 ) — (2559 )
Net interest revenue, after credit provision (1,587.4) 623.7 330.9 26.6 (606.2 )
Equity in net income of subsidiaries 1,298.8 507.6 — (1,806.4 ) —
Other Income
Rental income on operating leases — 1,026.9 212.3 — 1,239.2
Other 43.0 586.5 161.8 (38.4 ) 7529
Total other income 43.0 1,613.4 374.1 (38.4 ) 1,992.1
Tota@ r}et revenue, net of interest expense and credit (2456 ) 27447 705.0 (18182 ) 13859
provision
Other Expenses
Depreciation on operating lease equipment — (3435 ) (858 ) — 4293 )
Operating expenses 19.2 5943 ) (1322 ) 252 (682.1 )
Loss on debt extinguishments 279 ) 1187 ) — — (146.6 )
Total other expenses (8.7 ) (1,056.5) (218.0 ) 252 (1,258.0 )
Income (loss) before income taxes (2543 ) 1,688.2 487.0 (1,793.0 ) 1279
Benefit (provision) for income taxes 255.6 2554 ) (1241 ) 0.2 (123.7 )
Net income (loss) before attribution of noncontrolling 13 1.432.8 362.9 (17928 ) 42
interests
Net income attributable to noncontrolling interests, o 0.4 0.5 (3.8 ) 2.9 )
after tax
Net income (loss) $1.3 $1,433.2 $363.4 $(1,796.6 ) $1.3
Nine Months Ended September 30, 2010
Interest income $1.8 $1,814.0 $1,166.4 $(15.6 ) $2,966.6
Interest expense (1,291.0) (630.0 ) (4487 ) (3.3 ) (2,373.0 )
Net interest revenue (1,289.2) 1,184.0 717.7 (18.9 ) 593.6
Provision for credit losses 274 ) 4426 ) (1657 ) (22 ) (6379 )
Net interest revenue, after credit provision (1,316.6) 7414 552.0 (21.1 ) (443 )
Equity in net income of subsidiaries 1,304.4 546.1 (1153 ) (1,7352 ) —
Other Income
Rental income on operating leases — 1,000.2 245.7 4.5 ) 1,241.4
Other 93.6 598.2 238.0 (1514 ) 7784
Total other income 93.6 1,598.4 483.7 (1559 ) 2,019.8
Tota@ r}et revenue, net of interest expense and credit 314 2.885.9 920 4 (19122 ) 19755
provision
Other Expenses
Depreciation on operating lease equipment — 4156 ) 974 ) 05 (5125 )
Operating expenses 23.9 (7143 ) (1093 ) 314 (768.3 )
Total other expenses 23.9 (1,129.9) (206.7 ) 319 (1,280.8 )
Income (loss) before income taxes 105.3 1,756.0 713.7 (1,880.3 ) 694.7
Benefit (provision) for income taxes 336.7 (3439 ) (310.1 ) 684 2489 )
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Income (loss) before attribution of noncontrolling

. 442.0 1,412.1 403.6 (1,811.9 ) 445.8
interests

giome attributable to noncontrolling interests, after o o 12 5.0 ) (38 )
Net income (loss) $442.0 $1,412.1 $404.8 $(1,816.9 ) $442.0

(*) 2010 data has been conformed to the current quarter presentation.
NOTE 6 — 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 transacted since emergence from
bankruptcy are cash collateralized.

The Company continuously assesses its hedge requirements and establishes counterparty relationships to facilitate
hedging. During 2011 and 2010, the Company’s portfolio was in an asset sensitive position, whereby assets re-price
faster than liabilities, and interest margin increases in a rising interest rate environment. Our hedging strategies and
qualifying hedges relate 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

28
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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 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 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 instrument 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.

See the Company’s Form 10-K, “Note 1 — Business and Summary of Significant Accounting Policies” for further
description of its derivative transaction policies.

The following table presents fair values and notional values of derivative financial instruments:

Fair and Notional Values of Derivative Financial Instruments (dollars in millions)

September 30, 2011 December 31, 2010
. Notional As.set ngblhty Notional As.set L12}b111ty
Qualifying Hedges Amount Fair  Fair Amount Fair  Fair
Value Value Value Value
Cross currency swaps $397.3 $59 $— $414.7 $0.8 $(12.1 )

Foreign currency forward exchange — cash flow hedges 141.5 5.9 (0.1 ) 1836 6.4 a4 )
Foreign currency forward exchange — net

investment hedges 1,585.7 554 (154) 13334 0.5 (61.0 )
Total Qualifying Hedges $2,124.5 $67.2 $(15.5) $1,931.7 $7.7 $(745 )
Non-Qualifying Hedges

Cross currency swaps $1,281.7 $19.4 $(11.8) $1,330.3 $14.2 $(384 )
Interest rate swaps 887.6 1.6 (53.8) 1,046.8 4.5 (37.7 )
Written options 59.0 — — 273.8 — —
Purchased options 999.1 1.4 — 903.0 2.7 —
Foreign currency forward exchange contracts 2,5609 546 (279) 2,2100 43 (50.2 )
TRSM 1,2084 — — 609.9 — —
Equity Warrants 1.0 0.3 — — — —
Total Non-qualifying Hedges $6,997.7 $77.3 $(93.5) $6,373.8 $25.7 $(126.3)

A financing facility with Goldman Sachs International (GSI) is structured as a total return swap (TRS), under
which amounts available for advances are accounted for as a derivative. Pursuant to applicable accounting
guidance, only the unutilized portion of the TRS is accounted for as a derivative and recorded at its estimated
fair value.

The “notional amount” of the swap of $1,208.4 million at September 30, 2011 and $609.9 million at December 31,
2010 represent the unused portion of the GSI Facility and constitute a derivative financial instrument. It is
calculated as the maximum facility commitment amount, currently $2,125.0 million, less the actual adjusted
qualifying borrowing base outstanding of $916.6 million at September 30, 2011 and $1,515.1 million at
December 31, 2010. The notional amount of the derivative will increase as the adjusted qualifying borrowing
base decreases due to repayment of the underlying debt to investors. If CIT funds additional asset-backed
securities (ABS) under the GSI Facility, the adjusted qualifying borrowing base of the total return swap will
increase and the notional amount of the derivative will decrease accordingly.

Valuation of the derivative related to the GSI Facility is based on several factors using a discounted cash flow
(DCF) methodology, including:

€]
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e CIT’s funding costs for similar recent secured financings;,
® Forecasted usage of the long-dated GSI Facility through the final maturity date in 2028; and
® Forecasted amortization, including prepayment assumptions, due to principal payments on the
underlying ABS, which impacts the amount of the unutilized portion.
29

54



Edgar Filing: CIT GROUP INC - Form 10-Q

The following table presents the impact of derivatives on the statements of operations:

Derivative Instrument Gains and Losses (dollars in millions)

Quarters Ended Nine Months
September 30 Ended
’ September 30,
Derivative Instruments Gain / (Loss) 2011 2010 2011 2010
Recognized

Qualifying Hedges
Foreign currency exchange rate fluctuations — cash Other income $9.0 $(107 ) $47 ) $(14)
flow hedges
Total Qualifying Hedges 9.0 (10.7 ) @7 ) 14)
Non Qualifying Hedges
Cross currency swaps Other income 92.1 (89.0 ) 47.1 24.1
Interest rate swaps Other income (14.7) (184 ) (19.9) (68.5)
Foreign currency forward exchange contracts Other income 112.5 (92.7 ) 437 72.1
Equity Warrants Other income 0.3 — 0.3 —
Total Non-qualifying Hedges 190.2 (200.1) 71.2 27.7
Total derivatives-income statement impact $199.2  $(210.8) $66.5 $26.3

NOTE 7 — FAIR VALUE

Fair Value Hierarchy

The Company is required to report fair value measurements for specified classes of assets and liabilities. See the
Company’s Form 10-K, “Note 1 — Business and Summary of Significant Accounting Policies” for description of its 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 objective 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)

September 30, 2011 Total Level 1 Level2 Level3
Assets

Debt Securities available for sale $450.0 $— $450.0 $—
Equity Securities available for sale 17.1 14.3 2.8 —
Trading assets at fair value derivatives 71.3 — 77.3 —
Derivative counterparty assets at fair value 67.2 — 67.2 —
Total Assets $611.6 $14.3 $597.3 $—
Liabilities

Trading liabilities at fair value derivatives $(93.5 ) $— $(935 ) $—
Derivative counterparty liabilities at fair value  (15.5 ) — (155 ) —
Total Liabilities $(109.0) $— $(109.0 ) $—

December 31, 2010 Total Levell Level2 Level 3

Assets
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Equity Securities available for sale

Trading assets at fair value

derivatives

Derivative counterparty assets at fair value

Total Assets
Liabilities

Trading liabilities at fair value derivatives

Derivative counterparty liabilities at fair value

Total Liabilities

30

$37.5  $16.2
25.7 —
7.7 —
$709  $16.2
$(126.3) $—
745 ) —
$(200.8) $—

$3.4 $17.9
25.7 —
7.7 —

$36.8 $17.9

$(126.0 ) $(0.3
745 ) —
$(200.5 ) $(0.3
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The following table presents the current carrying value of the financial instruments for which a non-recurring change
in fair value has been recorded, and the associated pre-tax impact:

Assets Measured at Fair Value on a Non-recurring Basis (dollars in millions)

Level Level Total
September 30, 2011 Total ) ) Level 3 Net
Losses
Assets
Impaired loans $1254 $ — $ — $1254 $34.7)
Total $1254 $ — $ — $1254 $34.7)

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 $500,000 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 estimated 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 estimated fair value of the Company’s Level 3 financial assets

and liabilities measured on a recurring basis. For the quarter ended September 30, 2011 there were no Level 3
financial assets measured on a recurring basis.

Equity
Assets and Liabilities Total  Derivatives Secqutles

Available

for Sale
December 31, 2010 $176 $ (03 ) $17.9
Gains or losses realized/unrealized included in other income 5.7 0.3 5.4
Other, net (primarily sales proceeds) 23.3) — 233 )
Nine Months Ended September 30, 2011 $— $ — $ —
31
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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, for which disclosure is not required. Assumptions used in valuing financial instruments are disclosed
below.

(dollars in millions) September 30, 2011 December 31, 2010
Carrying  Estimated Carrying  Estimated
Value Fair Value Value Fair Value
Assets
Trading assets  derivatives $77.3 $77.3 $25.7 $25.7
Derivative counterparty assets at fair value 67.2 67.2 7.7 7.7
Assets held for sale (excluding leases)() 1,084.6 1,294.8 466.0 466.0
Loans (excluding leases) 17,047.7 16,625.1 20,680.3 21,356.8
Investment Securities 723.1 724.4 328.5 330.2

Other assets and unsecured counterparty receivable( 1,201.3 1,201.3 1,507.6 1,507.6
Liabilities

Deposits®) $(4,997.1 ) $(5,076.3 ) $(4,562.7 ) $(4,660.0 )
Trading liabilities derivatives (93.5 ) (93.5 ) (1263 ) (1263 )
Derivative counterparty liabilities at fair value (15.5 ) (155 ) (745 ) (74.5 )
Long-term borrowings(®) (27,196.1) (28,234.8) (34,208.1) (36,452.0)
Other liabilities® (1,711.6 ) (1,711.6 ) (1,769.9 ) (1,769.9 )

@) Prior period balances have been conformed to current period presentation to exclude finance leases.

@ 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.

() Deposits and long-term borrowings include accrued interest.

“) Other liabilities include accrued liabilities, which have a fair value that approximates carrying value.
Assumptions used to value financial instruments as of September 30, 2011 are unchanged from those disclosed in
“Note 10 — Fair Value” of the 2010 Form 10-K.

Derivatives — the estimated fair values of derivatives were calculated internally using market data and represent the net
amount receivable or payable to terminate, taking into account current market rates. See “Note 6 — Derivative Financial
Instruments” for notional principal amounts and fair values.

Assets held for sale — Assets held-for-sale are recorded at lower of cost or fair value on the balance sheet. If not subject
to current letter of intent or other third-party valuation, the fair value is generally determined using internally
generated valuations, which are considered Level 3 methodologies. Commercial loans are generally valued
individually, while small-ticket commercial and consumer type loans are valued on an aggregate portfolio basis.

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 interest 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 characteristics 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.

58



Edgar Filing: CIT GROUP INC - Form 10-Q

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 consolidated balance sheets is accrued interest payable.

32
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NOTE 8 — STOCKHOLDERS’ EQUITY
Accumulated Other Comprehensive (Loss) / Income

Total comprehensive (Loss)/ Income was $(44.0) million and $129.1 million for the quarters ended September 30,
2011 and 2010, respectively. For the nine months ended September 30, 2011 and 2010, total comprehensive
(loss)/income was $(25.6) million and $446.9 million, respectively; including Accumulated Other Comprehensive
(Loss)/Income of $(29.8) million and $1.1 million for the current and prior year to date periods.

The following table details the ending component balances of Accumulated Other Comprehensive Loss, net of tax:

September December

(dollars in millions) 30, 2011 31, 2010

Foreign currency translation adjustments $@421 ) $(129 )
Changes in benefit plan net gain/(loss) and prior service (cost)/credit 2.7 2.8
Unrealized gain on available for sale investments 0.7 2.2
Changes in fair values of derivatives qualifying as cash flow hedges 0.7 ) a7 )
Total accumulated other comprehensive loss $3B39%4 ) $06 )

NOTE 9 — REGULATORY CAPITAL

The Company and CIT Bank are each subject to various regulatory capital requirements administered by the Federal

Reserve Bank of New York (“FRBNY”) 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 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 maintaining 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 FRBNY,
which may result in refinements to amounts reported at September 30, 2011.

(dollars in millions) CIT Group Inc. CIT Bank
Tier 1 Capital September 30, December 31, September ]3)16 cember
2011 2010 30, 2011 ’

2010
Total stockholders’ equity $8,903.5 $8,916.0 $1,965.1 $1,832.2
Effect of certain items in accumulated other
comprehensive loss excluded from Tier 1 Capital (2.6 ) (3.3 ) ©3) ©1)
Adjusted total equity 8,900.9 8,912.7 1,964.8 1,832.1
Less: Goodwill (270.6 ) 2774 ) — —
Disallowed intangible assets (73.5 ) (119.2 ) — —
Investment in certain subsidiaries 326 ) 334 ) — —
Other Tier 1 components() (65.8 ) 652 ) (742 ) 97.8 )
Total Tier 1 Capital 8,458.4 8,417.5 1,890.6 1,734.3
Tier 2 Capital
Qualifying reserve for credit losses 437.0 416.2 359 10.7
Less: Investment in certain subsidiaries 326 ) 334 ) — —
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Other Tier 2 components®)

Total Tier 2 Capital

Total Capital (Tier 1 and Tier 2 Capital)
Risk-weighted assets)

Total Capital (to risk-weighted assets):

Actual

Required Ratio for Capital Adequacy Purposes
Tier 1 Capital (to risk-weighted assets):

Actual

Required Ratio for Capital Adequacy Purposes
Tier 1 Capital Leverage Ratio:

Actual

Required Ratio for Capital Adequacy Purposes

(1)

0.1

404.5
$8,862.9
$44,633.0

19.9
13.0

19.0
4.0

18.1
4.0

%
%3)

%
%

%
%

0.2

383.0
$8,800.5
$44,176.7

19.9
13.0

19.1
4.0

16.2
4.0

%
%3

%
%

%
%

capital guidelines and the Tier 1 capital charge for nonfinancial equity investments.

(2)

available-for-sale equity securities with readily determinable fair values.

3)
levels.
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0.3

36.2
$1,926.8
$4,688.5

41.1
8.0

40.3
4.0

26.5
15.0

%
%3

0.1
10.8
$1,745.1
$3,022.0
577 %
8.0 %
574 %
4.0 %
242 %
150 %O

Includes the portion of net deferred tax assets that does not qualify for inclusion in Tier 1 capital based on the
Banking organizations are permitted to include in Tier 2 Capital up to 45% of net unrealized pretax gains on

The Company and CIT Bank each committed to maintaining certain capital ratios above regulatory minimum
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NOTE 10 — INCOME TAXES

CIT’s tax provision of $31.1 million for the third quarter decreased compared to a tax provision of $117.3 million in
the prior year quarter primarily as a result of lower international earnings and a decrease in discrete items.

CIT’s tax provision of $123.7 million for the nine months ended September 30, 2011 decreased compared to a tax
provision of $248.9 million in the prior year nine months primarily as a result of lower international earnings and a
decrease in discrete items. For the year to date tax provision, the Company recorded income tax expense on the
earnings of certain international operations and no income tax benefit on its domestic losses. A tax benefit was not
recognized on the domestic losses because management has concluded that it does not currently meet the criteria to
recognize these tax benefits considering its recent history of domestic losses. The year end 2011 effective tax rate may
vary from the current rate primarily due to changes in the mix of domestic and international earnings.

The tax provision for the third quarter and nine months ended 2011 included $(7.7) million and $11.1 million,
respectively, of discrete tax expense (benefit) items. The third quarter includes an increase to an uncertain federal and
state tax position that the Company has taken with respect to the recognition of certain losses, offset by a change in
the valuation allowance. Also, the third quarter includes the release of valuation allowances against certain deferred
tax assets. Included in the discrete items for the year to date is approximately $2.1 million, primarily related to a net
increase in liabilities for uncertain tax positions, incremental valuation allowances on certain foreign losses, partially
offset by the release of valuation allowances against certain deferred tax assets. The Company anticipates that it is
reasonably possible that the total unrecognized tax benefits will decrease due to the settlement of audits and the
expiration of statutes of limitation prior to September 30, 2012 in the range of $5-$15 million.

The tax provision for the 2011 year to date also reflects $9 million of discrete tax expense items primarily associated
with the correction of certain foreign tax expense calculations relating to prior periods. Management has concluded
that the adjustments were not individually or in the aggregate material to the consolidated financial statements, as of
and for the period ended September 30, 2011, or to any of the preceding periods as reported.

As of December 31, 2010, CIT had cumulative U.S. Federal net operating loss carry-forwards (NOL’s) of $4.0 billion.
Excluding FSA adjustments, which are not included in the calculation of U.S. Federal taxable income, the Company
generated a domestic pretax loss of $340 million in the third quarter ($1.040 billion year to date) which, excluding
certain other book-to-tax adjustments, will increase the post-emergence NOLs. Pursuant to Section 382 of the Internal
Revenue Code, the Company is generally subject to a $230 million annual limitation on the use of its $1.9 billion of
pre-emergence NOLs. NOLs arising in post-emergence years are not subject to this limitation.
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NOTE 11 — COMMITMENTS
The accompanying table summarizes credit-related commitments, as well as purchase and funding commitments:

(dollars in millions) September 30, 2011

December 31,
2010

Within After Total Total

One Year One Year  Outstanding Outstanding

Due to Expire

Financing Commitments

Financing and leasing assets $152.9 $2,484.0 $2,636.9 $3,083.2
Letters of credit

Standby letters of credit 58.7 172.9 231.6 284.7
Other letters of credit 71.3 30.4 101.7 99.0
Guarantees

Deferred purchase credit protection agreements 2,025.6 — 2,025.6 1,667.9
Guarantees, acceptances and other recourse obligations  12.3 14.0 26.3 25.8
Purchase and Funding Commitments

Aerospace manufacturer purchase commitments 822.7 6,996.7 7,819.4 5,701.4
Rail and other manufacturer purchase commitments 655.3 56.5 711.8 —

Financing Commitments

Financing commitments, referred to as loan commitments, or lines of credit, reflect CIT’s agreements to lend to its
customers, subject to the customers’ compliance with contractual obligations. The table above includes approximately
$0.4 billion of commitments at September 30, 2011 and $0.7 billion at December 31, 2010 for instances where the
customer is not in compliance with contractual obligations, and therefore CIT does not have the contractual obligation
to lend. As financing commitments may not be fully drawn, expire unused, be reduced or cancelled at the customer’s
request, and require the customer to be in compliance with certain conditions, total commitment amounts do not
necessarily reflect actual future cash flow requirements.

At September 30, 2011, substantially all financing commitments were senior facilities, with approximately 55%
secured by equipment or other assets and the remainder comprised of cash-flow or enterprise value facilities. The vast
majority of these commitments are syndicated transactions. CIT is lead agent in approximately 28% of the facilities.
Most of our undrawn and available financing commitments are in Corporate Finance. The top ten undrawn
commitments totaled $305 million.

The table above excludes uncommitted revolving credit facilities extended by Trade Finance to its clients for working
capital purposes. In connection with these facilities, Trade Finance has the sole discretion throughout the duration of
these facilities to determine the amount of credit that may be made available to its clients at any time and whether to
honor any specific advance requests made by its clients under these credit facilities.

The table above also 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 purchases, the total of which was not
material for either period presented. These uncommitted lines of credit can be reduced, canceled or denied funding by
CIT at any time without notice. Management’s experience indicates that customers related to vendor programs
typically exercise their line of credit only when they need to purchase 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
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In the normal course of meeting the needs of clients, CIT sometimes 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”) 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 receivable 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 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,
including expected losses reflecting our internal customer and facility credit ratings. The liability recorded in Other
Liabilities related to the DPAs totaled $6.6 million and $4.2 million at September 30, 2011 and December 31, 2010,
respectively.

Purchase and Funding Commitments

CIT’s purchase commitments relate primarily to purchases of commercial aircraft and rail equipment. Commitments to
purchase new commercial aircraft are predominantly with Airbus Industries (“Airbus”) and The Boeing Company
(“Boeing”). CIT may also commit to purchase an aircraft directly with an airline. Aerospace equipment purchases are
contracted 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 the delivery date. The estimated commitment amounts in
the preceding table are based on contracted purchase prices reduced for pre-delivery payments to date and exclude
buyer furnished equipment selected by the lessee. Pursuant to existing contractual commitments, 145 aircraft remain
to be purchased from Airbus and Boeing. Aircraft deliveries are scheduled periodically through 2019. Commitments
exclude unexercised options to order additional aircraft.

In 2011, the Company’s rail business entered into commitments to purchase 8,650 railcars from multiple
manufacturers, including commitments for 2,900 railcars made in the third quarter. Pursuant to these contractual
commitments, 830 railcars have been delivered and 7,820 railcars remain to be delivered periodically in 2011 and
2012. Rail equipment purchase commitments are at fixed prices subject to price increases for certain materials.

NOTE 12 — CONTINGENCIES
Litigation

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”). In view of the inherent difficulty of predicting the outcome of Litigation matters, particularly 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 will be, if any. In
accordance with applicable 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 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
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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 established reserves and insurance. For other matters for which a loss is
probable or reasonably possible, such an estimate is not reasonably possible. For Litigation where losses are
reasonably possible, management currently estimates the aggregate range of reasonably possible losses as up to $260
million in excess of established reserves and insurance related to those matters, if any. This estimate represents
reasonably possible losses (in excess of established reserves and insurance) over the life of such Litigation, which may
span a currently indeterminable number of years, and is based on information currently available as of September 30,
2011. The matters underlying the estimated range will change from time to time, and actual results may vary
significantly from this estimate.
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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.

The foregoing statements about CIT’s Litigation are based on the Company’s judgments, assumptions, and estimates
and are necessarily subjective and uncertain. Some of our pending Litigation matters are described below.

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 allegations
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 stockholders, 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 Companys, 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
consolidated securities action as a result of its discharge in bankruptcy. 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. Fact discovery is
ongoing and expected to proceed through the first half of 2012. Plaintiffs seek, among other relief, unspecified
damages and interest. A non-binding mediation process was commenced in August, 2011.

Tyco Tax Agreement

In connection with our separation from Tyco International Ltd (“Tyco”) in 2002, CIT and Tyco entered into a Tax
Agreement pursuant to which, among other things, CIT agreed to pay Tyco for tax savings actually realized by CIT, if
any, as a result of the use of certain tax attributes resulting from net operating losses recognized 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 bankruptcy, 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 damage claim against CIT while the parties exchanged information about
CIT’s tax position, including past usage and retention of the various attributes on its consolidated tax return.
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Notwithstanding the Standstill Agreement, Tyco filed a Notice of Arbitration during the 2011 second quarter,
demanding arbitration of its alleged contractual damages resulting from rejection of the Tax Agreement. CIT filed a
motion in the United States Bankruptcy Court for the Southern District of New York seeking a stay of the arbitration,
together with an adversary proceeding seeking to subordinate Tyco’s interests under section 510(b) of the Bankruptcy
Code, which would result in Tyco being treated like equity holders under CIT’s confirmed Plan of Reorganization and
receiving no recovery in connection with the termination of the Tax Agreement. By stipulation, the parties have
agreed to stay the arbitration pending the court’s ruling on the subordination claims.
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The amount of the Federal Tyco Tax Attribute is approximately $794 million and the state Tyco Tax Attribute is
approximately $180 million as of the separation date. CIT’s approximate applicable federal and state tax rates are
currently 35% and 6.5%, respectively. CIT has recorded a valuation allowance against a significant portion of its
federal and state deferred tax assets, as the Company continues to conclude that it does not currently meet the criteria
to recognize these assets. It is CIT’s position that it has not received federal tax benefits from the Tyco Tax Attribute
within the meaning of the Tax Agreement and that it is speculative as to when, if ever, any such benefits may be
realized in the future.

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 commencement 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’ 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 has 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 manufacturer 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 commenced an action against CIT, as well as the equipment
manufacturer, and certain principals of the equipment manufacturer, in the Circuit Court of Wisconsin, Milwaukee
County, asserting claims for fraud and misrepresentation.

In June, 2011, Gregory J. Podlucky, former CEO of Le Nature’s, as well as two other criminal defendants, pled guilty
to various crimes involving Le Nature’s. Another former Le Nature’s officer, Robert Lynn, was found guilty by a jury
in July, 2011. The trial of two remaining defendants was scheduled to begin in October, 2011. Podlucky was
sentenced to 20 years in prison and ordered to pay in excess of $661 million in restitution to lenders and investors,
including CIT. The prospects of collection of restitution from Podlucky are unlikely.

Liabilities for Uncertain Tax Position
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The Company's liability for uncertain tax position totaled $543 million at September 30, 2011 and $452 million at
December 31, 2010. An estimated $15 million is expected to be recognized within the next twelve months.
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NOTE 13 — 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 as well as other financial products and services
predominately to small and midsize companies. These include secured revolving lines of credit and term loans,
accounts receivable credit protection, accounts receivable collection, import and export financing, factoring,
debtor-in-possession and turnaround financing and receivable advisory services. Transportation Finance offers secured
lending and leasing products to midsize and larger companies across the aerospace, rail and defense industries. 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, telecommunication and office equipment markets.
Consumer includes a liquidating portfolio of predominately government-guaranteed student loans and certain
consumer loans of CIT Bank.

Segment Profit and Assets

The Company refined its expense and capital allocation methodologies during the first quarter of 2011. For 2011,
Corporate and other includes certain costs that had been previously allocated to the segments, including prepayment
penalties on high-cost debt payments and certain corporate liquidity costs. In addition, the Company refined the
capital and interest allocation methodologies for the segments. These changes had the most impact on Transportation
Finance given the capital requirements for their forward-purchase commitments and reduced the interest expense
charged to this segment. On a comparable basis, pre-tax income for Transportation Finance would have been
approximately $59 million for the quarter ended September 30, 2010 and $199 million for the nine months then
ended. These increases would be offset by decreases in Corporate and Other for the respective periods. The refinement
was not significant to the other segments. The 2010 balances are reflected as originally reported and are not
conformed to the 2011 presentation.

Corporate and Other includes cash liquidity in excess of the amount required by the business units that management
determines is prudent for the overall company, loss on debt extinguishment and the prepayment penalties associated

with debt repayments.
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The following table presents reportable segment information and the reconciliation of segment balances to

consolidated financial statements:

(dollars in

millions) Corporate Transportatidirade

Finance Finance Finance

For the quarter
ended
September 30,
2011

Total interest
income

Total interest
expense
Provision for
credit losses
Rental income
on operating
leases

Other income,
excluding rental
income
Depreciation on
operating lease
equipment
Other expenses /
loss on debt
extinguishments
Income (loss)
before provision
(benefit) for
income taxes
For the quarter
ended
September 30,
2010

Total interest
income

Total interest
expense
Provision for
credit losses
Rental income
on operating
leases

Other income,
excluding rental
income

$217.7  $38.0 $21.8

1754 ) (2023 ) (19.1

375 ) (22 ) 44

4.2 3419

86.2 574 40.9

27 ) (893

(558 ) 433 ) (286

$36.7 $100.2 $10.6

$380.2  $55.8 $23.2

2214 ) (2376 ) (377

(1055 ) (172 ) (114

6.1 307.7

152.6 28.7 44.1

32 ) 822 )

)
)

)

)
)

Vendor Commercial Total
Finance Segments Consumer Segments
$163.8  $441.3 $64.5 $505.8
(994 ) 4962 ) (423 ) (8385 )
31 ) @2 ) 06 ) @418 )
61.9 408.0 — 408.0
58.8 2433 5.0 248.3
313 ) (1233 ) — (1233 )
(735 ) (2012 ) (16.8 ) (218.0 )
$77.2 $224.7 $9.8 $234.5
$284.4  $743.6 $89.1 $832.7
(160.8 ) (6575 ) (68.1 ) (7256 )
385 ) (1726 ) (7.5 ) (180.1 )
83.9 397.7 — 397.7
65.8 291.2 @83 ) 2829
(763 ) (1617 ) — (161.7 )

Corporate

and
Other

$5.0

(63.3 )

(135 )

(148.5)

$(220.3)

$5.4
85 )

15.0

6.6

Total
$510.8
(601.8 )
47.8 )
408.0
234.8
(123.3 )
(366.5 )
$14.2
$838.1
(734.1 )
(165.1 )
397.7
289.5
(161.7 )
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Depreciation on
operating lease
equipment
Other expenses
Income (loss)
before provision
(benefit) for
income taxes
For the Nine
months ended
September 30,
2011

Total interest
income

Total interest
expense
Provision for
credit losses
Rental income
on operating
leases

Other income,
excluding rental
income
Depreciation on
operating lease
equipment
Other expenses /
loss on debt
extinguishments
Income (loss)
before provision
(benefit) for
income taxes
Select Period
End Balances
Loans including
receivables
pledged

Credit balances
of factoring
clients

Assets held for
sale

Operating lease
equipment, net
For the nine
months ended
September 30,
2010

(69.7 ) @67 ) (30.7

$139.1  $18.5 $(12.5

$787.3  $125.0 $56.8

(584.2 ) (6636 ) (743

(1733 ) (8.7 ) (117

16.2 1,006.1

368.2 114.7 120.8

86 ) 2727 )

(181.5 ) (1205 ) (828

$2241  $180.3 $8.8

$7,165.5 $1,347.7

399.6 60.1

45.0

10,926.0

$1,4229 $177.3 $78.1

$2,551.1

)

)

)
)

)

(1,092.9)

(69.6 ) (206.7 ) (19.1 )

$88.9

$567.2

$234.0

$1,536.3

$(13.9 )

$204.2

(3779 ) (1,700.0) (144.0)

(59.8 )

216.9

141.2

(148.0 )

(227.3 )

$112.3

(253.5

1,239.2

744.9

(429.3

(612.1

$525.5

) 24 )

11.2

) I

) (49.7 )

$19.3

(2258 ) (3.0 )

$220.1 $15.5

$1,7405 $15.6

(1,844.0) (262.4)

(2559 )

1,239.2

756.1 32 )

(4293 )

(661.8 ) (166.9)

$544.8 $(416.9)

$3,864.7 $14,929.0 $6,883.3 $21,812.3 $—

366.6

220.0

$991.6

(1,092.9

826.3

11,191.0

$2,669.9

) I

686.3

$281.7

(1,092.9)

1,512.6

11,191.0

$2,951.6 $15.0

(228.8 )

$235.6

$1,756.1
(2,106.4 )

(2559 )

1,239.2

752.9

(4293 )

(828.7 )

$127.9

$21,812.3

(1,092.9)

1,512.6

11,191.0

$2,966.6
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Total interest
income
Total interest

(796.2 ) (7302 ) (128.8 ) (519.1 ) (2,1743) (1943 ) (2368.6) (44 ) (2,373.0)

expense
Provision for
credit losses
Rental income
on operating 22.2 929.5 — 290.8 1,242.5 — 1,242.5 (1.1 ) 12414
leases

Other income,

excluding rental  461.6 69.1 144.7 137.8 813.2 15.8 829.0 (50.6 ) 7784
income

Depreciation on

operating lease (11.9 ) @246.7 ) — 2544 ) (5130 ) — (513.0 ) 0.5 (5125 )
equipment
Other expenses (239.9 ) (121.8 ) (957 ) (2428 ) (7002 ) (633 ) (7635 ) 48 ) (7683 )
Income (loss)
before provision
(benefit) for
income taxes
Select Period
End Balances
Loans including
receivables $9,730.0 $1,576.0 $2,605.5 $5,117.3 $19,028.8 $8,208.2 $27,237.0 $— $27,237.0
pledged
Credit balances
of factoring — — (9592 ) — 959.2 ) — (959.2 ) — (959.2 )
clients

Assets held for
sale
Operatinglease ¢ » 103945 5441 109668 — 10,9668 — 10,966.8
equipment, net

NOTE 14 — SUBSEQUENT EVENTS

$524.1  $55.7 $(593 ) 201.0 $721.5 $18.6 $740.1 $(45.4 ) $694.7

439.3 28.1 — — 467.4 420.3 887.7 — 887.7

Debt Redemptions

In October 2011, CIT redeemed the remaining $461 million of Series A Notes maturing in 2014 and repurchased at a
discount approximately $210 million and $100 million of Series A Notes maturing in 2016 and 2017, respectively. In
aggregate, these actions will increase fourth quarter interest expense by approximately $70 million for the acceleration
of FSA discount accretion and prepayment penalties, and result in a gain on debt extinguishment of approximately
$10 million.

Goldman TRS Facility

On October 26, 2011, CIT amended its existing $2.125 billion TRS between CIT Financial Ltd ("CFL") and GSI in
order to provide greater flexibility for certain eligible assets to be funded under the facility. The size of the existing
CFL facility was reduced to $1.5 billion, and the $625 million formerly available under the existing CFL facility was
transferred to a new total return swap facility between GSI and CIT TRS Funding B.V. ("BV"), a wholly-owned
subsidiary of CIT.
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There are no fees payable to GSI or any of its affiliates on the facilities as a result of the above-described amendments.
The amendments do not increase or decrease CIT's exposure or change advance rates or economic terms under the
existing facility. The combined aggregate amount financed at any one time under the facilities will not exceed $2.125
billion. As before, subject to concentration limits, the securities included in the facilities may be backed by
commercial loans, equipment contracts, FFELP student loans, aircraft or rail leases, private student loans or certain
other assets.

Embraer Purchase Agreement

On October 28, 2011, C.I.T. Leasing Corporation, a wholly owned subsidiary of CIT. doing business as CIT
Aerospace, entered into a memorandum of understanding with Embraer S.A. to acquire up to thirty new E190 family
aircraft. The total value of the 30 E190 aircraft based on current manufacturer's list prices is approximately $1.4
billion. Actual purchase prices at delivery will be lower than the list prices based upon available discount levels, offset
by price escalators based on changes in certain specified price indexes, and will be further affected by the aircraft
specifications. Deliveries of the aircraft are scheduled for 2012 through 2014. CIT also received an option to purchase
an additional 20 E190 family aircraft.
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ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
and
ITEM 3. Quantitative and Qualitative Disclosures about Market Risk

OVERVIEW

Founded in 1908, CIT Group Inc. (“we”, “CIT” or the “Company”), a Delaware Corporation, is a bank holding company
(“BHC”) 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, predominantly government guaranteed student loans, that are reported
in the Consumer segment.

As of September 30, 2011 the Company had 3,480 employees and approximately $44 billion in assets.

“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. You can find a
glossary of these terms in “Item 1. Business Overview” in our Form 10-K for the year ended December 31, 2010 (the
“2010 Form 10-K”).

The September 30, 2010 amounts have been restated to correct for errors found by the Company subsequent to the
filing of its third quarter 2010 report on Form 10-Q, related primarily to the application of Fresh Start Accounting
(“FSA”), the effects of which were disclosed in the Company’s December 31, 2010 Form 10-K. The effect of the
restatement decreased net income for the quarter ended September 30, 2010 by approximately $16 million to $116
million and increased net income for the nine months then ended by $24 million to $442 million as compared to the
amount originally reported in the September 30, 2010 Form 10-Q. Comparisons to the 2010 balances are to the

restated amounts. See the Company’s 2010 Form 10-K, “Note 26 — Selected Quarterly Financial Data (Unaudited)” of
Item 8 and “Select 2010 Form 10-Q Restated Sections” of Item 7 for further information.

Management uses certain non-GAAP financial measures in its analysis of the financial condition and results of
operations of the Company. See “Non-GAAP Financial Measurements” for a reconciliation of these to comparable
GAAP measures.

2011 PRIORITIES AND PROGRESS

We continue to advance our priorities, which we described in our December 31, 2010 Form 10-K. The following
highlights some of our accomplishments:

1. Focus on growth in our four core businesses, both domestically and internationally

Increased new business activity. Committed new business volume was $2.3 billion for the quarter ended September

30, 2011, more than doubled from a year ago and up 12% sequentially. Funded new business volume increased 75%
" to $1.9 billion over the prior year quarter as Transportation Finance and Corporate Finance were each up

substantially, and Vendor Finance increased 12%. Funded volume increased 8% from last quarter.

Stabilized the client base in Trade Finance. Factoring volume of $6.8 billion was down modestly from the prior-year
- period as growth in CIT’s ongoing factoring operations was offset by lower volume from our European operation,

which is winding down. Factoring volume was up 10% sequentially, reflecting seasonality.
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2. Improve profitability, including reducing our cost of capital and operating expenses

- Redeemed or extinguished approximately $9.5 billion of high cost debt year-to-date, including:
$5 7 billion of 7% Series A Notes, including approximately $1.5 billion during the third quarter and $770 million in
© October 2011.
o $3 billion of First Lien Term Loan during the third quarter.
0 $0.75 billion of 10.25% Series B Notes during the first quarter.
Closed a $2 billion Revolving Facility resulting in lower costs and improved cash management flexibility in the third
" quarter.
- Closed over $4 billion of financing facilities year-to-date, including accessing the capital markets as follows:
o Third quarter — renewed a $550 million committed conduit facility at a lower cost and with a longer term.
Second quarter - 1) established a new RMB 1.8 billion Vendor Finance China facility (approximately $280 million
at current exchange rates) to fund activity in that country, 2) received $150 million of secured aircraft funding
through a newly established facility guaranteed by the Export-Import Bank of the United States, and 3) renewed a
£100 million committed U.K. Vendor Finance securitization facility at significantly lower cost and longer term.
First quarter — 1) issued $2 billion of second lien Series C debt and 2) renewed a $1 billion committed U.S. Vendor
Finance conduit facility at a significantly reduced cost, higher advance rate and longer tenor.
Reduced weighted average coupon rates of outstanding deposits and long-term borrowings to 4.84% at September
' 30, 2011 from 5.31% at December 31, 2010.
- Addressed the restrictive covenants contained in debt incurred in our 2009 restructuring:
The October 2011 repayment of the 2014 7% Series A Notes resulted in fully effected covenant modifications,
removed most of the restrictive covenants and will provide the Company with greater financing and operating
flex1b111ty Following the redemption in full of the 2014 Series A Notes in October 2011, most of the restrictive
covenants granted under the Series A Notes, as part of CIT's restructuring in 2009, were eliminated.
During the second quarter, we successfully completed an exchange offer through which approximately $8.8 billion
of Series A Notes were exchanged for new Series C Notes. We also completed a consent solicitation through which
o the covenants in the Series A Notes maturing in 2015, 2016 and 2017, other than the cash sweep, were amended to
generally conform to the less restrictive covenants in the outstanding Series C Notes. The covenants in the Series C
Notes are more consistent with covenants in investment grade-rated bonds.
Employee headcount at September 30, 2011 was 3,480, unchanged from June 30, 2011 and down 8% from a year
ago, reflecting the sale of the Dell Canada operations, outsourcing and other efficiency actions. Operating expenses
 for the first nine months of 2011 (exclusive of restructuring charges) declined 10% from the comparable 2010
nine-month period.
3. Expand the role of CIT Bank, both in asset origination and funding capabilities

Diversified deposit sources. Issued approximately $580 million of CDs in the third quarter, primarily
through brokered deposits, at an average rate of approximately 1.5% and weighted average term in excess
of 3 years that replaced maturing, higher-rate CDs. Launched a retail online banking platform in October
that currently offers a range of Certificates of Deposits directly to consumers.
Increased asset origination activity. Year-to-date committed loan volume rose to $3.1 billion from $0.5 billion for
the 2010 nine months, of which $2.1 billion was funded, up from $0.3 billion during 2010. Third quarter committed
loan volume rose 10% from the prior quarter to $1.2 billion, of which $835 million was funded. The increase
- includes higher Vendor Finance activity due to the transfer of the U.S. platform into the Bank. Bank originations
represented approximately 80% of the Company’s total U.S. funded volume in the third quarter and approximately
70% year to date, up from approximately 50% and 30%, for the 2010 third quarter and nine-month period,
respectively.
Obtained the necessary regulatory approvals and transferred into the Bank the Small Business Lending platform in
" March 2011 and the U.S. Vendor Finance platform into the bank in July 2011.
The Federal Deposit Insurance Corporation (FDIC) and the Utah Department of Financial Institutions (UDFI)
" terminated their Cease and Desist Orders against CIT Bank in April 2011.
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During the remainder of 2011 we will continue to advance these business priorities, as well as those relating to risk
management, compliance and control functions and to substantially satisfying the open items in the Written
Agreement with the Federal Reserve Bank of New York that the Company entered into on August 12, 2009.

2011 FINANCIAL OVERVIEW

Net loss for the quarter ended September 30, 2011 was $16 million, $0.08 per diluted share, compared to a net loss of
$48 million, $0.24 per diluted share for the 2011 second quarter and net income of $116 million, $0.58 per diluted
share, a year ago. Third quarter operating results benefited from increases in new business volume, continued asset
sales and lower funding, credit and operating costs, offset by the loss on debt extinguishments. Net income for the
nine months ended September 30, 2011 was $1 million, $0.01 per diluted share, down from $442 million, $2.20 per
diluted share for 2010, due primarily to lower fresh start accounting (“FSA”) accretion. The components of FSA
accretion and amortization are detailed in the following section “Fresh Start Accounting”.

Pre-tax income for the 2011 third quarter was $14 million, improved sequentially from a pre-tax loss of $22 million.
Both periods include significant costs associated with debt redemptions ($169 million in the current quarter and $163
million in the second quarter), as well as sizable benefits from net FSA accretion excluding debt related acceleration
expenses ($95 million in the current quarter and $124 million in the second quarter). Pre-tax results for the quarter
ended September 30, 2010 totaled $236 million, which included $261 million of net FSA accretion benefit excluding
debt related acceleration expense and $10 million of debt redemption costs. Pre-tax income for the nine months ended
September 30, 2011 was $128 million, down from $695 million for 2010, primarily reflecting lower benefits in 2011
from net FSA accretion excluding debt related acceleration ($349 million in the current year and $1,142 million in the
prior year) and higher costs associated with debt redemption ($379 million in the current year and $32 million in the
prior year).

The following table presents the pre-tax results, and adjusts for FSA accretion and debt related transaction costs. This
is a non-GAAP measurement.

Impacts of FSA Accretion and Debt-related Transaction Costs on Pre-tax Income (Loss)

Quarters Ended Nine Months Ended
September September Septembe$eptember
30, June 30, 5, 30, 30,
($ amounts in millions) 2011 2011 2010 2011 2010
Pre-tax Income/(Loss) — Reported $14.2 $(21.8 ) $235.6 $127.9 $694.7
Net FSA Accretion (excluding debt related acceleration) 94.6) (124.3) (261.1 ) (348.6) (1,141.8)
Accelerated FSA Net Discount/(Premium) on Debt
Extinguishments and Repurchases 24 w1133 (194 ) 1269 (568 )
Pre-tax Loss - Excluding Net FSA Accretion (780) (328 ) (449 ) (93.8 ) (5039 )
Debt Related — Prepayment Penalties 20.0 50.0 29.0 105.0 89.0
Debt Related — Loss on Debt Extinguishments 146.6 — — 146.6  —
Adjusted Pre-tax Income (Loss) — Excluding FSA Net Accretion

& Debt Related Costs $88.6 $172  $(159 ) $157.8 $(4149 )

The $2.4 million accelerated FSA accretion reflects an $84.6 million benefit from the repayment and
() extinguishment of the First Lien Term Loan, offset by $87.0 million expense from the repayment of Series A

Notes.
Net finance revenue! improved sequentially due to lower accelerated debt discount amortization and improved
funding costs, but declined from a year ago reflecting a lower level of earning assets and less FSA accretion. Average
earning assets of $33.7 billion decreased $0.8 billion sequentially and $5.9 billion from a year ago, largely due to asset
sales. Net finance revenue as a percentage of average earning assets (‘“finance margin”) was 2.30%, compared to 0.80%
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last quarter and 3.44% the prior-year quarter. Excluding FSA and debt prepayment penalties, finance margin was
1.60%, up from 1.45% in the prior quarter and 0.95% a year ago. Compared to the second quarter, the third quarter
finance margin reflected stable asset yields and a reduction in debt costs, partially offset by reduced benefits on a
secured borrowing

I Net finance revenue, average earning assets and net operating lease revenue are non-GAAP measures; see
reconciliation of non-GAAP to GAAP financial information.
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facility (the Total Return Swap). The improvement from the prior year quarter was primarily driven by lower funding
costs. Net operating lease revenue! improved from the prior quarter reflecting lower depreciation expense on
operating lease equipment due to lease equipment moved to held for sale, for which depreciation expense is no longer
recognized. Net finance revenue for the nine months ended September 30, 2011 totaled $460 million, down from $1.3
billion last year as the benefits from FSA accretion declined $990 million compared to the prior year nine months.

Provision for credit losses for the quarter ended September 30, 2011 was $48 million, down sequentially from $85
million and $165 million from the prior year quarter. Provision for credit losses for the nine months ended September
30, 2011 totaled $256 million, down from $638 million for the prior year nine months. The trend in provisions reflects
a continued reduction in specific reserves, and improved portfolio credit quality, including lower net charge-offs and
non-accrual balances.

Other income (excluding operating lease rentals) for the quarter ended September 30, 2011 was $235 million, down
2% sequentially and 19% from the prior-year quarter. These declines reflect lower fees and other revenue and lower
gains on asset sales when compared to the prior-year quarter. The second quarter of 2011 also included a
non-recurring benefit in Transportation Finance. Factoring commissions increased sequentially and declined slightly
from the prior-year quarter, consistent with volume trends. Other income for the nine months ended September 30,
2011 totaled $753 million, down from $778 million for the prior year nine months as lower recoveries on pre-FSA
charge-offs offset higher gains on asset and investment sales and lower mark to market losses.

Operating expenses were $220 million for the quarter, down 11% from last quarter and 4% from the prior year
quarter. The sequential decrease in litigation costs and the second quarter non-recurring servicing expenses in Vendor
Finance, offset a rise in employee related expenses. Headcount at September 30, 2011 was 3,480, unchanged from
June 30, 2011 and down 8% from a year ago. Operating expenses for the nine months ended September 30, 2011
totaled $682 million, down 11% from the prior year period, primarily due to lower employee costs.

Provision for income taxes were $31 million in the third quarter, up from $27 million last quarter, but down from
$117 million in the prior year quarter. Provision for income taxes for the nine months ended September 30, 2011
totaled $124 million, down from $249 million for the prior year nine months. The declines from last year reflect lower
international earnings, primarily in Canada as a result of the Dell portfolio sale in the second quarter, as we continue
to record valuation allowances for tax benefits on U.S. losses. The tax provision predominantly reflects provisions for
taxable income generated by our international operations and no income tax benefit on our U.S. losses.

Total assets at September 30, 2011 were $44.5 billion, down $3.5 billion from June 30, 2011 and down $9.0 billion
from a year ago. Cash and short-term investments declined $2.7 billion sequentially to $7.3 billion reflecting actions
taken on several liability management initiatives, including debt repayments. Total loans decreased $0.5 billion during
the quarter to $21.8 billion primarily due to asset sales and run-off of the consumer portfolio as funded new business
volume exceeded portfolio collections in the commercial segments. Operating lease equipment increased slightly to
$11.2 billion, reflecting purchases of aircraft and railcars. Similarly, the significant decline from the prior year reflects
loan prepayments and sales, as well as lower cash due to debt repayments.

Funded new business volume of $1.9 billion increased 8% sequentially and 75% from the prior year quarter while
committed new business volume of $2.3 billion increased 12% sequentially and more than doubled from a year ago.
Corporate Finance, Transportation Finance and Vendor Finance each reported increases in committed volume when
compared to both the prior quarter and prior-year quarter. Year to date, funded new business volume totaled $4.9
billion, up 64% from last year while committed volume was $6.1 billion, up 90% from last year. Factoring volume for
the 2011 third quarter of $6.8 billion was up 10% sequentially reflecting seasonality but was down modestly from the
prior-year period as growth in CIT’s ongoing factoring operations was offset by lower volume from our European
operation that is winding down. Factoring volume totaled $19.0 billion for the nine months ended September 30,
2011, down 3% from the prior year. However, ongoing factoring operations volume was up 2%.
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Credit metrics continued to improve as net charge-offs, non-accrual loans and inflows to non-accruals were down
from the prior quarter and the prior-year quarter. Net charge-offs were $47 million, down from $56 million last quarter
and $101 million in the third quarter of 2010. The favorable comparisons were driven primarily by Vendor Finance,
which had strong recoveries in the current quarter. Also, in prior periods, Vendor Finance reported higher charge-offs
relating to liquidating portfolios and the acceleration of delinquency-based charge-offs that occurred in the second half
of last year. Net charge-offs and the provision for credit losses do not reflect recoveries of charge-offs on
pre-emergence loans and
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loans classified as held for sale. Recoveries on these loans are recorded in other income and were $36 million, $25
million and $52 million for the current quarter, the prior quarter and the third quarter of 2010, respectively.
Non-accrual loans were $914 million at September 30, 2011, down 14% and 43% from the prior quarter and
December 31, 2010, respectively. All segments reported declines in non-accruals from the prior periods, both in
amount and as a percentage of receivables, with the exception of Trade Finance, which reported a sequential quarter
increase primarily due to the addition of one account.

FRESH START ACCOUNTING

Upon emergence from bankruptcy in 2009, CIT applied Fresh Start Accounting (FSA) in accordance with generally
accepted accounting principles in the United States of America (GAAP). Accretion and amortization of certain FSA
adjustments are reflected in operating results and described below.

The implementation of FSA resulted in the establishment of a new basis of accounting for the majority of the
Company’s assets and liabilities as of December 31, 2009 based upon the December 31, 2009 fair values for those
assets and liabilities. The adoption of FSA also resulted in the elimination of the allowance for loan losses (“ALLL”),
which was effectively recorded as discounts on loans in adjusting to then fair values. A portion of this discount is
attributable to embedded credit losses at December 31, 2009. As a result, our reported charge-offs and the carrying
values of our non-accrual loans are reduced in the post-emergence periods from what would have been reported
without FSA. Though FSA reduced the carrying values of non-accrual loans, it did not impact the classification of the
applicable loans as non-accrual loans, impaired loans or trouble debt restructurings.

FSA has considerable impact on our Net Finance Revenue and Credit Metrics trends. Net finance revenue reflects the
accretion of the FSA adjustments to the loans and leases, as well as debt. Because FSA impacts the credit metrics
trends, we analyze charge-offs, non-accrual / impaired loans, and TDRs both including and excluding the effects of
FSA. As noted above, FSA had the effect of lowering the carrying amount of our loans and leases and eliminating the
ALLL as of December 31, 2009. Since the emergence date, we gradually increased the ALLL to reflect the accretion
of discounts on the pre-emergence portfolio (which increases the carrying value and the need for credit reserves) and
to provide reserves on post-emergence loans and leases. Charge-offs of post-FSA (GAAP) loans are lower as their
carrying value is lower compared to pre-FSA balances.

Given the ongoing impact of FSA on CIT’s financial statements and credit metrics, the results are not generally
comparable with those of other financial institutions. Whereas other financial institutions may be experiencing current
credit trends resulting in declining reserves, CIT’s allowance remained relatively flat.

Accretable and non-accretable discounts are tracked on a loan-by-loan basis. We record the transfer of loans to assets
held for sale (AHFS) in accordance with guidance in ASC 310-10-35-49. Upon transfer of a loan to AHFS, it is
carried at the lower of cost or fair value, which establishes a new basis for the loan and eliminates the specific
accretable and non-accretable discounts. With the elimination of the specific accretable and non-accretable discount,
there is no accretable discount to accrete into income in future periods. Contractual interest earned on loans while in
AHEFS is recorded in Finance income. Gain or loss on the sale of the asset is recognized at the time of sale and is
determined by comparing the proceeds received with the carrying value.
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The following table presents FSA discounts / premiums by balance sheet caption:

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

September 30, 2011 June 30, 2011 December 31, 2010
Accretable Non-accretable Accretable Non-accretable Accretable Non-accretable

Loans $(830.7 ) $ (110.5 ) $(977.9 )$ (121.5 ) $(1,5554 ) $ (3722 )
Operating lease
equipment, net 22,8349 ) — 2,8919 ) — (3,0220 ) —
i‘;giwm and Intangible = 5 5 264.5 84.1 264.5 119.2 2774
Other assets (130.5 ) — (158.7 ) — (2234 ) —
Total assets $(3,722.6 ) $ 154.0 $(3,9444 ) $ 143.0 $(4,681.6 ) $ (94.8 )
Deposits $19.3 $ — $24.4 $ — $38.5 $ —
Long-term borrowings 2,2886 ) — 2,436.8 ) — 29485 ) —
Other liabilities(1) 37.3 258.5 46.4 277.0 — 351.6
Total liabilities $(2,232.0 ) $ 258.5 $(2,366.0 ) $ 277.0 $(2,910.0 ) $ 351.6
1) The accretable balance reflects a reclass of FSA discount associated with unfunded loan commitments, which had

been included with "Loans" at December 31, 2010.

Interest income is increased by the FSA accretion on loans, which primarily relates to Corporate Finance ($0.3 billion)
and Consumer ($0.4 billion). Due to the contractual maturity of the underlying loans, most commercial loan accretion
income will be realized within the next 2 years, while the majority of the accretion on consumer loans will be over a
longer time period, generally 10 years. In addition to the scheduled accretion on loans recorded with each scheduled
payment, the decline in accretable balance was accelerated during 2011 primarily as a result of asset sales. The
declines in non-accretable balance were primarily due to asset sales and prepayments, and also reflect charge-offs.

Interest expense is increased by the FSA accretion, or decreased by the amortization of FSA premium (First Lien
Term Loan and Series B) of the long-term borrowings adjustment, which is recognized over the contractual maturity
of the underlying debt. If the debt is repaid prior to its contractual maturity, and the repayment is accounted for as a
debt extinguishment, accretion of the FSA discount on the underlying debt would be accelerated. If the repayment is
accounted for as a debt modification, the FSA discount is amortized over the term of the new financing on an effective
yield method. Debt maturity terms are: 2015-2017 for the Series A Notes, 2015-2017 for the Series C Notes that were
exchanged from Series A and 2011-2040 for the other secured borrowings, of which over 85% is expected to be
recognized by 2019. The following table summarizes the estimated scheduled FSA accretion on the second lien debt
and secured borrowings. The table assumes repayment of the second lien debt on its scheduled due date. Actual results
will differ from contractual realization in the event of prepayment of the second lien debt. Differences will also occur
if the secured assets underlying the secured borrowings repay faster than obligated. The differences from the estimates
could vary materially and are inherently subject to significant uncertainties that may be beyond the Company’s control.

Outstanding .
Remaining 2015 and
Debt Type FSA 2011 2012 2013 2014 Thereafter
Balance

Series A Notes(1)  $(710.5 ) $(77.7 ) $(115.4) $(126.8) $(139.4) $(251.2 )
Series C Notes (839.8 ) (34.0 ) (@(1444) (158.7) (1744) (3283 )
Secured Borrowings (688.0 ) (409 ) (108.6) (90.5 ) (765 ) (3715 )
Other Debt (50.3 ) (05 ) (19 ) 22 ) 25 ) @432 )

Total $(2,288.6 ) $(153.1 ) $(370.3) $(378.2) $(392.8) $(994.2 )
The Remaining 2011 amount of FSA amortization includes $49.2 million of FSA related to the Series A Notes that
() were redeemed in October. The FSA amortization of $11.7 million related to the October repurchases of 2016 and
2017 Series A Notes is reflected in each year presented on an effective yield method.
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Depreciation expense is reduced by the accretion of the operating lease equipment discount, which relates primarily to
Transportation Finance aircraft and rail operating lease assets. We estimate an economic average life before disposal
of these assets of approximately 15 years for aerospace assets and 30 years for rail assets.

In conjunction with FSA, operating lease rentals were adjusted as of the emergence date. As a result, an intangible
asset was recorded to adjust these contracts that were, in aggregate, above then current market rental rates. 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. Rental income is reduced by accretion of the
intangible assets, which 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.

Goodwill was recorded to reflect the excess of the reorganization equity value over the fair value of tangible and
identifiable intangible assets, net of liabilities.
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Other assets relates primarily to a discount on a receivable from GSI in conjunction with a secured borrowing facility.
The discount is accreted to Other Income over the expected payout of the receivables. Based on current estimates,
approximately 75% of the remaining discount will be recognized within the next three years.

Other liabilities relates primarily to a liability recorded to reflect the current fair value of aircraft purchase
commitments outstanding at the time. As the aircraft are purchased, through 2018, the cost basis of the assets will be

reduced by the associated liability.

The following table summarizes the impact of accretion and amortization of FSA adjustments by segment on the

Consolidated Statement of Operations:

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

Quarter Ended September 30, 2011
Interest income

Interest expense

Rental income on operating leases
Depreciation expense

FSA - net finance revenue

Other income

Total

Quarter Ended June 30, 2011
Interest income

Interest expense

Rental income on operating leases
Depreciation expense

FSA - net finance revenue

Other income

Total

Quarter Ended September 30, 2010
Interest income

Interest expense

Rental income on operating leases
Depreciation expense

FSA - net finance revenue

Other income

Total

Nine Months Ended September 30,
2011

Interest income

Interest expense

Rental income on operating leases
Depreciation expense

FSA - net finance revenue

Other income

Total

Nine Months Ended September 30,
2010

Interest income

Finance

$100.1
(71.0 )
1.2
30.3
21.7

$52.0

$1434
(135.6 )
1.6
94
25.3
$34.7

$233.9
615 )
1.9
174.3
15.3

$189.6

$418.6
(324.2)
4.1
98.5
71.5
$170.0

$910.0

Finance

$ 13.8

(40.0
(12.2
57.2
18.8
44

$ 232

$ 19.7

(80.9
(151
57.9
(184
5.1

$ (133

$ 239

335
(304
58.0
18.0
3.1

$ 21.1

$ 513

(164.4
(46.3
172.4
13.0
14.4

$ 274

$ 779

)
)

Finance

$—
2.9 )

2.9 )

$29 )

$—
(8.0 )

8.0 )

$(8.0 )

$2.9
24 )

0.5

$0.5

$—
14.5)

14.5)

$(14.5)

$12.5

Vendor
Finance

$23.8
(10.3)
22
15.7

$15.7

$36.4
(37.0)
4.2
3.6

$3.6

$54.3
(11.6)
6.6
493

$49.3

$94.5
(65.6)

9.1
38.0

$38.0

$190.1

Consumer

$19.2
(10.0 )

9.2
2.1
$11.3

$225
13.7 )

8.8
2.5
$11.3

$30.2
12.7 )

17.5
1.6
$19.1

$64.2
(38.1 )

26.1
7.0
$33.1

$94.2

Corporate Total
and Other CIT

$—
71 )

71 )

$(7.1 )

$—
173 )

173 )

$(17.3 )

$—
0.9

0.9

$0.9

$—
(323 )

(323 )

$(323 )

$0.1

$156.9
(141.3 )
122 )
60.6
64.0
28.2

$92.2

$222.0
(2925 )
as.1 )
63.7
219 )
32.9
$11.0

$345.2
(120.8 )
304 )
66.5
260.5
20.0

$280.5

$628.6
(639.1 )
463 )
185.6
128.8
92.9

$221.7

$1,284.8

87



Interest expense

Rental income on operating leases
Depreciation expense

FSA - net finance revenue

Other income

Total
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(151.6 )
8.2
766.6
61.2
$827.8

(78.7
(83.2
174.8
90.8
12.3
$ 103.1

)
)

(5.9 ) (300) 236 ) 1.1

— 23.0 — —
6.6 183.1  70.6 1.2
— — 6.1 0.1
$6.6 $183.1 $76.7 $1.3

(288.7 )
832 )
206.0
1,118.9
79.7
$1,198.6

88



Edgar Filing: CIT GROUP INC - Form 10-Q

NET FINANCE REVENUE?

The following tables present management’s view of consolidated margin and include 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)

Nine Months Ended

Quarters Ended September 30

September 30, June 30, September 30,

2011 2011 2010 2011 2010
Interest income $510.8 $602.1 $838.1 $1,756.1 $2,966.6
Rental income on operating leases 408.0 417.9 397.7 1,239.2 1,241.4
Finance revenue 918.8 1,020.0 1,235.8 2,995.3 4,208.0
Interest expense (601.8 ) (805.7 ) (734.1 ) (2,106.4) (2,373.0)
Depreciation on operating lease
equipment (1233 ) (145.5 ) (161.7 ) 4293 ) (5125 )
Net finance revenue $193.7 $68.8 $340.0 $459.6 $1,322.5
Average Earnings Assets (“AEA”) $33,667.2  $34,477.8 $39,528.0 $34,465.7  $42,276.0
As a % of AEA:
Interest income 6.07 % 6.99 % 8.48 % 6.79 % 9.36 %
Rental income on operating leases 4.85 % 4.85 % 4.03 % 4.80 % 391 %
Finance revenue 1092 % 11.84 % 12.51 % 1159 % 1327 %
Interest expense (7.15 )% (9.35 Y% (743 Y% (8.15 Y% (748 )%
Depreciation on operating lease (147 % (1.69 Y (164 )% (166 Y% (162 )%
equipment
Net finance revenue 2.30 % 0.80 % 3.44 % 1.78 % 4.17 %
Net finance revenue, exgludmg FSA and 1.60 % 145 % 095 % 150 % 079 %
debt prepayment penalties
As a % of AEA by Segment:
Corporate Finance 2.26 % 3.06 % 6.03 % 347 % 7.13 %
Transportation Finance 2.89 % 1.53 % 1.46 % 2.14 % 144 %
Trade Finance 0.77 % (3.25 Y% (3.41 Y% (1.67 )% (B85 )Y
Vendor Finance 8.27 % 527 % 8.18 % 691 %  9.09 %
Commercial Segments 3.53 % 244 % 4.18 % 324 % 4.93 %
Consumer 1.16 % 1.03 % 0.96 % 1.02 % 1.27 %

Average earning assets are less than comparable balances in Average Balance Sheet tables displayed later in this
document due to the exclusion of deposits with banks and other investments offset by the inclusion of credit balances
of factoring clients

Net finance revenue (NFR) for the quarter ended September 30, 2011 increased sequentially due to lower accelerated
debt discount amortization, improved funding costs and lower depreciation expense. NFR declined from a year ago
reflecting a lower level of earning assets and less FSA accretion. Average earning assets declined 2% from the prior
quarter and 15% from the 2010 third quarter largely due to asset sales and repayments. Net FSA accretion added $64
million to NFR this quarter, compared to a decrease of $22 million in the second quarter, due to lower interest income
accretion, partially offset by lower accelerated debt discount recognition in the third quarter. NFR in the prior year
included $261 million of net FSA accretion benefits driven by the accretion of loan discount. Likewise, NFR as a
percentage of average earning assets (“Net Finance Margin”), increased sequentially and declined from the prior year
due in large part to fluctuations in net FSA accretion/amortization.
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Interest expense for the 2011 third quarter included a $20 million prepayment penalty on the redemption of $1 billion
of Series A Notes and $2 million of net FSA debt discount amortization relating to the repayment of debt in the third
quarter. The $2 million accelerated FSA accretion reflects an $85 million benefit from the repayment and
extinguishment of the First Lien Term Loan, offset by $87 million expense from the repayment of Series A Notes.
Interest expense for the 2011 second quarter included prepayment penalties of $50 million on the redemption of $2.5
billion of 7% Series A Second Lien Notes and the acceleration of FSA amortization of approximately $113 million.

2 Net finance revenue and average earning assets are non-GAAP measures; see reconciliation of non-GAAP to GAAP

financial information.
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Additional second lien note prepayments will result in acceleration of FSA amortization of debt discount (if the
prepayment is accounted for as a debt extinguishment) and prepayment fees on Series A Notes if they are redeemed
before January 1, 2012.

In October 2011, CIT redeemed the remaining $461 million of Series A Notes maturing in 2014 and repurchased at a
discount approximately $210 million and $100 million of Series A Notes maturing in 2016 and 2017, respectively. In
aggregate, these actions will increase fourth quarter interest expense by approximately $70 million for the acceleration
of FSA discount accretion and prepayment penalties.

In August 2011, CIT established a $2 billion Revolving Credit Facility (the “Revolving Facility”). The Revolving
Facility matures in August 2015 and currently has an interest rate of LIBOR + 2.75% (with no floor) that can adjust
down to as low as LIBOR +2.00% based on CIT’s senior unsecured credit rating.

In March 2011, we issued $2 billion of new secured Series C Notes, consisting of $1.3 billion of three year 5.25%
fixed rate notes and $700 million of seven year 6.625% fixed rate notes.

As aresult of our 2011 debt restructurings, we reduced weighted average coupon rates of outstanding deposits and
long-term borrowings to 4.84% at September 30, 2011 from 5.31% at December 31, 2010. See Select Quarterly

Financial Data section for more information on debt rates.

Adjusted Net Finance Revenue as a % of AEA

Quarters Ended ggllotlember 30, June 30, 2011 ggpl)gember 30,

Net finance revenue $193.7 230 % $68.8 0.80 % $340.0 344 %

FSA impact on net finance revenue  (64.0 ) (0.91)% 21.9 0.13 % (260.5) (2.74)%

Secured debt prepayment penalties ~ 20.0 0.21 % 50.0 052 % 29.0 0.25 %

Adjusted net finance revenue $149.7  1.60 % $140.7 145 % $108.5 095 %
) September 30, September 30,

Nine Months Ended 2011 2010

Net finance revenue $4596 178 % $1,3225 417 %

FSA impact on net finance revenue  (128.8) (0.64)% (1,118.9) (3.62)%

Secured debt prepayment penalties  105.0 0.36 % 89.0 0.24 %

Adjusted net finance revenue $4358 1.50 % $292.6 0.79 %

Net Finance Margin excluding FSA and prepayment penalties improved sequentially and over the prior-year quarter.
Compared to the second quarter, the third quarter finance margin reflected stable asset yields and an approximately 45
basis point reduction in funding costs, partially offset by reduced benefits on a secured borrowing facility (the Total
Return Swap, TRS). While the TRS benefits were down sequentially, net finance margin continues to benefit from
discount recapture stemming from collateral prepayments on the underlying securities. The improvement in net
finance margin on this basis from the prior year quarter was primarily driven by lower funding costs.

Margin also continues to be impacted by our changing business mix, in which cash, student loans and liquid
investments continue to represent a significant portion of the overall balance sheet. Growth in the relative proportion

of commercial loans and leases and the continued refinancing of debt at lower rates should benefit margin.
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Net Operating Lease Revenue as a % of Average Operating Leases (AOL) (dollars in millions)

Quarters Ended

September Tune 30 September  Nine Months Ended

30, ’ 30, September 30

2011 2011 2010 2011 2010
Rental income on operating leases 1480 % 1517 % 1449 % 1492 % 1509 %
Depreciation on operating lease equipment @47 Y (28 )Y (B8 Yo G117 Y (623 Y%
Net operating lease revenue % 1033 % 9.89 %  8.60 % 9.75 % 8.86 %
;IsetA operating lease revenue %, excluding 6.81 % 642 % 569 % 638 % 573 %
Net operating lease revenue $284.7 $272.4 $236.0 $809.9 $728.9

Average Operating Lease Equipment (“AOL”) $11,025.0  $11,017.7 $10,975.8 $11,076.8 $10,966.9
Net operating lease revenue3 increased in amount and as a percentage of AOL, benefiting from lower depreciation in
Vendor Finance (discussed further below). Net operating lease revenue also benefited from FSA accretion of
approximately $48 million in the current quarter, $49 million in the prior quarter and $36 million in the 2010 third
quarter.

Net operating lease revenue for the aerospace and rail portfolios improved modestly from last quarter, as higher
utilization in the rail portfolio mitigated some renewal rate pressure, and aerospace benefited from lower maintenance
costs in the second quarter of 2011 related to prior period corrections. Utilization in both aerospace and rail car
portfolios remains strong. All commercial aircraft, including commitments, were leased at September 30, 2011. Rail
fleet utilization, including commitments, increased to 97% from 96% at June 30, 2011 and 94% a year ago.

The 2011 results benefit from lower depreciation, primarily in the Vendor Finance business, as a result of certain
operating leases being recorded as held for sale. When a long-lived asset is classified as held for sale, depreciation
expense is no longer recognized but the asset is evaluated for impairment with any such charge recorded in other
income. As a result, net operating lease revenue includes rental income on operating leases on equipment classified as
held for sale, but not depreciation. Operating lease equipment in assets held for sale totaled $208 million at September
30, 2011, primarily reflecting assets relating to the previously announced Dell Europe platform sale in Vendor
Finance and aerospace equipment. At June 30, 2011 we had $427 million of equipment in assets held for sale,
primarily reflecting aerospace equipment and the Dell Europe platform assets. The amount of depreciation not
recognized on equipment in assets held for sale in the 2011 third quarter was approximately $23 million, $11 million
in the second quarter and $47 million year to date.

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.

Non-accrual loans were $914 million at September 30, 2011, down 14% and 43%, respectively, from the prior quarter
and December 31, 2010. All segments experienced declines in relation to both prior periods, with the exception of
Trade Finance, which was down from the prior year, but up from the prior quarter. Corporate Finance continued to
drive the consolidated trends. New inflows into non-accrual loans were down from the second quarter, and down
considerably from earlier quarters.

Net charge-offs were $47 million, down from $56 million in the prior quarter and $101 million in the 2010 third

quarter. The favorable comparisons were driven primarily by Vendor Finance, which had strong recoveries in the
current quarter. Also, in prior periods, Vendor Finance reported higher charge-offs relating to liquidating portfolios
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and the acceleration of delinquency-based charge-offs that occurred in the second half of last year. Net charge-offs
and the provision for credit losses do not reflect recoveries of charge-offs on pre-emergence loans and loans classified
as held for sale that were

3 Net operating lease revenue is a non-GAAP measure; see reconciliation of non-GAAP to GAAP financial
information.
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recorded in other income of $36 million, $25 million and $52 million for the current quarter, the prior quarter and the
third quarter of 2010, respectively.

The provision for credit losses was $48 million, down from $85 million last quarter and $165 million in the prior year
quarter. The trend in provisions reflects a continued reduction in specific reserves and improved portfolio credit
quality.

Management also evaluates credit performance with credit metrics that exclude the impact of FSA. On this basis,
gross charge-offs were $86 million, down from $97 million in the prior quarter and $233 million in the prior-year
quarter. On the same basis, non-accrual loans of $1.0 billion decreased from $1.2 billion at June 30, 2011 and $2.0
billion at December 31, 2010.

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 in pre-emergence credit impaired loans was recorded as non-accretable discount and is utilized
as such losses occur, primarily on impaired, non-accrual loans. Any 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
accretable discount reduce any allowance on the loan established after emergence from bankruptcy (if any) and cause
a reclassification from non-accretable to accretable discount with a go-forward recognition 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. In the event a loan is moved to
non-accrual status, accretion of FSA discount is suspended.

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 performance 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 not currently included in our methodology. Our policy is to recognize losses through charge-offs when there is
high likelihood of loss after considering the borrower’s financial condition, underlying collateral and guarantees, and
the finalization of collection activities.

Qualitative adjustments largely related to instances where management believes that the Company’s current risk
ratings in selected portfolios do not fully reflect the corresponding inherent risk. The qualitative adjustments did not
exceed 10% of the total allowance at any of the presented periods and are recorded by class and included in the
allowance for loan losses.

See Risk Factors in our December 31, 2010 Form 10-K for additional discussion on allowance for loan losses.
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The following table presents detail on our allowance for loan losses, including charge-offs and recoveries:

Quarters Ended Nine Months Ended

September Tune 30 September SeptembeSeptember
(dollars in millions) 30, 2011 ’ 30, 30, 30,

2011 2010 2011 2010
Allowance balance - beginning of period $424.0 $402.5 $356.9 $4162 $—
Provision for credit losses (1) 47.8 84.7 165.1 255.9 637.9
Change related to new accounting guidance @ — — — — 68.6
Changes relating to foreign currency translation, other ™  (10.7 ) (7.5 ) 4.6 (147 ) 4.0
Net additions 37.1 77.2 169.7 241.2 710.5
Gross charge-offs) (71.1 ) (883 ) (1119 ) (318.8) (304.9)
Recoveries® 24.5 32.6 10.8 75.9 19.9
Net Charge-offs 46.6 ) (5.7 ) @101.1 ) (2429) (285.0)
Allowance - end of period $414.5 $424.0 $425.5 $414.5 $4255

Loans

Commercial Segments loans
Consumer loans

Total loans

$14,929.0 $15,259.0 $19,028.8
6,883.3 7,025.7 8,208.2
$21,812.3 $22,284.7 $27,237.0

Allowance

Commercial Segments $414.5 $424.0 $425.5
Consumer — — —
Total Allowance for credit losses $414.5 $424.0 $425.5

(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) Gross charge-offs include $40 million that were charged directly to the specific allowance for loan losses for the September 30, 2011 quarter, of which $36
million related to Corporate Finance with the remainder primarily related to Trade Finance. Amounts for the nine month period were $154 million, of which $142
million related to Corporate Finance and the remainder related to Trade Finance.

(4) Recoveries do not include $36.1 million, $24.7 million, and $51.8 million recorded in Other Income reflecting amounts that were charged off prior to
bankruptcy or while classified as held for sale for the quarters ended September 30, 2011, June 30, 2011 and September 30, 2010, respectively and $92.5 million
and $208.9 million for the nine months ended September 30, 2011 and 2010, respectively.

In addition to amounts related to pre-emergence loans, the allowance and provision also include amounts related to
finance receivables originated subsequent to emergence. The following table summarizes the components of the

provision and allowance:

Provision for Credit Losses

Nine Months
Quarters Ended Ended
. - Se%%%ll%%r’ September 30, Sep gﬁélp%jeerlrﬂlber 30,
(dollars in millions) 30 11 2010 30, 010
20%(1) 201%
. . $ $
Specific reserves - impaired loans a 4$8) (20.0) $ 18.0 63, % 74.2
Non-specific reserves 49.0 46.0 278.7
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16.0
Charge-offs 16.6 55.7
$
Totals 47@ 84.7 §

76.2

101.1 285.0

2429

$
165.1 255‘3 637.9

Allowance for Loan Losses

) s September 30,
(dollars in millions) 2011
Specific reserves - impaired loans $ 58.1
Non-specific reserves 356.4
Totals $ 414.5

The declines in the allowance for loan losses from the prior two periods reflected reduced specific reserves, as

June 30, December 31,

2011 2010

$

779 $ 121.3
351 1 294.9
$ $ 4162
424.0 ’

charge-offs, including amounts related to loans transferred to held-for-sale, exceeded additional reserves on impaired

loans. The increase in non-specific reserves resulted from provisioning related to new volume exceeding reserve

release on pre-FSA loan runoff, as reserve requirements on pre-emergence loans are supplemented by FSA discount.
Although we provisioned $1.2 million in excess of net charge-offs in the current quarter, the allowance declined from
the prior quarter due to provisioning for off-balance sheet risk that is recorded in other liabilities and foreign currency

translation adjustments. As a percentage of finance receivables, the allowance was 1.9%, unchanged from June 30,

2011 and up from 1.7% at December 31, 2010.
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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, the third quarter ratio of total allowance and non-accretable

FSA discount to pre-FSA loans was 2.3%, unchanged from the prior quarter and down from 3.0% at December 31,
2010. For the commercial segments, total reserves on this basis were 3.4%, 3.4% and 4.4% as of September 30, 2011,
June 30, 2011 and December 31, 2010, respectively. The consumer segment has lower reserves because it consists
primarily of U.S. Government guaranteed student loans.

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

(dollars in millions)

September 30, 2011
Corporate Finance
Transportation Finance
Trade Finance
Vendor Finance
Commercial Segments
Consumer
Total
June 30, 2011
Corporate Finance
Transportation Finance
Trade Finance
Vendor Finance
Commercial Segments
Consumer
Total
December 31, 2010
Corporate Finance
Transportation Finance
Trade Finance
Vendor Finance
Commercial Segments
Consumer
Total

information.

Quarters Ended
(dollars

September 30, 2011
millions)

Gross

Charge-offs

21&?81‘2&6

mance

Finance
Receivables
pre FSA

$7,532.8
1,434.8
2,551.1
3,942.1
15,460.8
7,292.7

$22,753.5

$7,883.0
1,458.5
2,538.4
4,047.7
15,927.6
7,456.5

$23,384.1

$9,571.3
1,536.8
2,387.4
4,348.0
17,843.5
8,584.6

$26,428.1

2.52%

FSA - FSA -
Accretable Non-accretable
Discount  Discount(1)
$(2735 ) $ (93.8 )
8.0 ) (1.1 )
675 ) (.9 )
427.0 ) (104.8 )
4037 ) (5.7 )
$(830.7 ) $ (110.5 )
$360.5 ) $ (98.6 )
(101.0 ) (1.2 )
932 ) (141 )
(5547 ) (113.9 )
4232 ) (7.6 )
$0977.9 ) $ (121.5 )
$(763.4 ) $ (3257 )
(146.1 ) (1.8 )
(1473 ) (34.6 )
(1,056.8) (362.1 )
(4986 ) (10.1 )
$(1,5554) $ (3722 )

Finance
Receivables
post FSA

$7,165.5
1,347.7
2,551.1
3,864.7
14,929.0
6,883.3

$21,812.3

$7,423.9
1,356.3
2,538.4
3,940.4
15,259.0
7,025.7

$22,284.7

$8,482.2
1,388.9
2,387.4
4,166.1
16,424.6
8,075.9

$24,500.5

September 30,
June 30, 2011 2010
$53.32.76% $41.1 1.61%
0.1 001% — —

Allowance Net
for Credit Carrying

Losses

Value

$(270.0 ) $6,895.5

(312 ) 11,3165
(342 ) 25169
(79.1 ) 3,785.6
(4145 ) 14,5145
— 6,883.3
$(414.5 ) $21,397.8
$(277.9 ) $7,146.0
(29.1 ) 11,3272
(353 ) 2,503.1
817 ) 3,858.7
(424.0 ) 14,835.0
— 7,025.7
$(424.0 ) $21,860.7
$(303.7 ) $8,178.5
(237 ) 11,3652
(299 ) 23575
(589 ) 4,107.2
(416.2 ) 16,008.4
— 8,075.9

$(416.2 ) $24,084.3
1y  Non-accretable discount includes certain accretable discount amounts relating to non-accrual loans for which

accretion has been suspended.
The following table presents charge-offs, by business segment. See Results by Business Segment for additional

Nine Months Ended
September  September 30,
30,2011 2010

$224.53.85% $156.5
0.07% —

0.8

1.81%
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Transportation

Finance

rpde 0.66% 42 0.66% 7.8 1.18% 147  0.78% 23.0 1.13%
1mnance

;’%Zizre 2.02% 295 2.96% 55.0 375% 755 2.52% 1035  2.05%

gé’.ﬁlmemal 1.85% 87.1 223% 1039  2.04% 3155 2.69% 2830  1.66%
egments

@nsumer 0.05% 12 006% 8.0 037% 33  0.06% 21.9 0.32%

Tbthl 1.28% 883 1.52% 1119  155% 3188 1.83% 3049  1.28%

Recoveries

g.%rporate 0.29% 134 070% 0.6 0.02% 267 0.46% 3.3 0.04%
1mnance

Lransportation 0.1 001% — S (1 F S — —

Finance

r§1de

! 0.38% 63 098% 0.5 008% 107 0.56% 0.6 0.03%
1mnance

l\g'&ﬂdor 1.68% 125 127% 92 0.62% 375 125% 155 0.31%
1mnance

gzﬂ?memal 0.64% 323 083% 103 020% 750 0.64% 19.4 0.11%
egments

@:8nsumer 0.02% 03 001% 05 002% 0.9  0.02% 0.5 0.00%

Tos1 0.44% 32.6 0.56% 10.8 0.15% 759 0.43% 19.9 0.08%

Net

Charge-offs

%ﬁgﬁé‘t@ 2.23% 399 2.06% 40.5 159% 1978 3.39% 1532  1.77%

Eansportatmn . L o o 0.7 0.07% — L

Finance

rade 0.28% 2.1) (0.32)% 7.3 1.10% 4.0  0.22% 22.4 1.10%
1nance

g.%“dor 0.34% 170 1.69% 458 313% 380 1.27% 88.0 1.74%
1mnance

gé’ﬁlmemal 1.21% 548 1.40% 93.6 1.84% 2405 2.05% 263.6  1.55%
egments

Qénsumer 0.03% 09 005% 7.5 035% 24  0.04% 214 0.32%
$ Tl 0.84% $55.70.96% $101.1 1.40% $242.91.40% $2850 1.20%
Supplemental Non-U.S. Commercial

Disclosure

g&% $38.6 $ 308 $ 90.0 $ 707
arge-offs

Re&oteries $ 9.0 $ 47 $ 21.7 $ 9.2
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Gross Charge-offs (pre-FSA) as a Percentage of Average Finance Receivables (dollars in millions)

Quarters Ended Nine Months Ended

September 30, June 30, September 30, September 30, September 30,

2011 2011 2010 2011 2010
Corporate Finance $57.0 294% $59.5 2.82% $129.7 4.42% $284.2 4.47% $429.8 4.23%
Transportation Finance — — 01 001% — — 0.8 0.07% — —
Trade Finance 43 066% 42 066% 1.8 1.17% 147 0.78% 250 1.23%
Vendor Finance 20.1 2.01% 302 293% 775 509% 8277 2.67% 2005 3.73%
Commercial Segments 814 2.06% 94.0 227% 2150 3.86% 3824 3.07% 6553 3.44%
Consumer 41 022% 34 017% 182 0.76% 10.8 0.18% 66.6 0.88%
Total $855 147% $97.4 1.58% $233.2 2.93% $393.2 2.13% $7219 2.72%

Corporate Finance net charge-offs were flat with the prior quarter and the prior year quarter, however, 2011 year to
date was above 2010 reflecting first quarter write-offs in the energy sector. Both the current and prior quarters
included approximately $25 million in charge-offs corresponding to specific reserves on loans transferred to
held-for-sale. Transportation Finance had a minimal level of charge-offs in all periods presented, as the majority of
assets in this segment are operating leases. Trade Finance net charge-offs remained low, reflecting continued
recoveries. Vendor Finance net charge-offs were considerably below prior periods, reflecting both reduced gross
charge-offs and high recoveries. Prior year charge-offs were high due to a policy refinement in the third quarter of
2010, which accelerated delinquency-based charge-offs to 150 days from the previous 180 days. Consumer
charge-offs were down from the prior year, 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 2010 fourth quarter.
As a result, 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, which includes assets held for sale for each period:
Non-accrual and Past Due Loans (dollars in millions)

September June 30, December
30,2011 2011 31,2010
Non-accrual loans

U.S $796.3  $870.1 $1,336.1
Foreign 116.8 190.9 279.2
Commercial Segments 913.1 1,061.0 1,615.3
Consumer 0.6 0.8 0.7
Non-accrual loans $913.7 $1,061.8 $1,616.0
Troubled Debt Restructurings
U.S $291.0 $317.1 $4124
Foreign 274 37.0 49.3
Restructured loans $3184 $354.1 $461.7

Accruing loans past due 90 days or more

Government guaranteed accruing student loans past due 90 days or more ~ $405.8  $399.0 $433.6
Other accruing loans past due 90 days or more 2.0 5.6 1.7
Total accruing loans past due 90 days or more $407.8 $404.6 $435.3
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Non-accrual loans (post-FSA) as a Percentage of Finance Receivables
(dollars in millions)

Held for Held
for Total
Investment
Sale

September 30, 2011
Corporate Finance $393.2 549 % $290.4 $683.6 9.54%
Transportation Finance  54.5 405 % — 54.5 4.05%
Trade Finance 94.0 368 % — 94.0 3.68%
Vendor Finance 79.2 205 % 1.8 81.0 2.10%
Commercial Segments ~ 620.9 416 % 2922 91311 6.12%
Consumer 0.2 — 0.4 0.6 0.01%
Total $621.1 2.85 % $292.6 $913.7 4.19%
June 30, 2011
Corporate Finance $512.3 6.90 % $292.1 $804.4 10.84%
Transportation Finance  56.0 413 % — 56.0 4.13%
Trade Finance 73.4 289 % — 73.4 2.89%
Vendor Finance 95.0 241 % 32.2 127.2  3.23%
Commercial Segments ~ 736.7 483 % 3243 1,061.0 6.95%
Consumer 0.2 — 0.6 0.8 0.01%
Total $736.9 331 % $3249 $1,061.8 4.76%

December 31, 2010
Corporate Finance $1,183.7 13.95% $56.1 $1,239.8 14.62%

Transportation Finance  63.2 455 %9 — 63.2 4.55%
Trade Finance 164.4 689 % — 1644  6.89%
Vendor Finance 120.6 289 % 27.3 147.9  3.55%
Commercial Segments  1,531.9 933 % 834 1,615.3 9.84%
Consumer 0.4 001 % 0.3 0.7 0.01%
Total $1,532.3 6.25 % $83.7 $1,616.0 6.60%

Non-accrual loans(1) (pre-FSA) as a Percentage of Finance Receivables (dollars
in millions)
September 30, June 30, 2011 December 31, 2010
2011
Corporate Finance $783.4 10.40% $926.4 11.75% $1,587.0 16.58%
Transportation Finance 61.8 431 % 63.5 436 % 71.3 4.64 %

Trade Finance 94.0 368 % 734 2.89 % 164.4 6.89 %
Vendor Finance 96.0 243 % 147.7 3.65 % 172.9 3.98 %
Commercial Segments  1,035.2 6.69 % 1,211.0 7.60 % 19956 11.18%
Consumer 0.7 001 % 1.0 001 % 0.7 0.01 %
Total $1,0359 455 % $1,212.0 5.18 % $1,996.3 7.55 %

Reflects balances before fresh start accounting for non-accrual balances in Held for Investment and carrying
value of balances in Held for Sale.
See Non-GAAP Financial Measurements for reconciliation to GAAP measurement.

€]

Non-accrual loans, on both a post- and pre-FSA basis, declined in amount and as a percentage of finance receivables
from the prior quarter and the prior year quarter, reflecting continued workouts and asset sales. New inflows to
non-accrual loans were below the prior quarter and prior year quarter. All segments reported declines from the prior
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periods, both in amount and as a percentage of receivables, with the exception of Trade Finance, which reported a
sequential quarter increase. The increase in Trade Finance was driven primarily by the addition of one account, for
which specific reserves were provided in the current quarter. Approximately 80% of our non-accrual accounts were
paying currently at September 30, 2011, and our impaired loan carrying value (including FSA discount, specific
reserves and charge-offs) to estimated outstanding contractual balances approximated 45%. For this purpose, impaired
loans are comprised of non-accrual loans over $500,000 and TDRs.

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

Nine months Ended
September 30, 2011
U.S Foreign  Total
Interest revenue that would have earned at original terms  $153.8 $19.1 $172.9

Less: Interest recorded 18.0 4.3 22.3
Foregone interest revenue $135.8 $14.8 $150.6
55
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The Company periodically modifies the terms of loans / finance receivables in response to borrowers’ difficulties.
Modifications that include a financial concession to the borrower, which otherwise would not have been considered,
are accounted for as TDRs. For those accounts that were modified but were not considered to be TDRs, it was
determined that no concessions had been granted by CIT to the borrower. Borrower compliance with the modified
terms is the primary measurement that we use to determine the success of these programs.

The tables that follow reflect loan carrying values as of September 30, 2011 of accounts that have been modified

Troubled Debt Restructurings and Modifications (dollars in millions)

September 30, 2011 December 31, 2010
E)S(CAludm%ncluding FSA % Compliant() E’S(CAIUdmanSCEdmg % Compliant()
Troubled Debt Restructurings
Deferral of interest $300.0 $ 231.3 90 % $345.8 $247.9 86 %
and/or principal
Debt forgiveness 16.9 9.8 97 % 66.1 454 96 %
Interest rate reductions 22.8 18.5 95 % 9.1 7.4 99 %
Covenant relief and other 77.3 58.8 72 % 188.8 161.0 55 %
$4170 $ 3184 87 % $609.8 $461.7 76 %
Percent non accrual 87 % 89 % 95 % 95 %
September 30, 2011 December 31, 20103
e Excludin % Excluding %
Modifications(® FSA ¢ Compliant®) FSA ¢ Compliant()
Interest rate increase/
additional collateral $2.9 100 % $126.3 100 %
Extended maturity 159.9 100 % 93.0 100 %
Covenant relief 159.6 100 % 61.4 100 %
Principal deferment 34 96 % 19.1 98 %
Debt exchange 14.2 100 %
Forbearance agreement 259 0 %
Other 91.9 99 % 30.9 100 %
$417.7 100 % $370.8 93 %
Percent non accrual 16 % 41 %

% Compliant is calculated using carrying values including FSA for Troubled Debt Restructurings and carrying
values excluding FSA for Modifications.

Table depicts the predominant element of each modification, which may contain several of the characteristics
listed.

() The 2010 balances were conformed to the current presentation, which excludes uncommitted factoring lines.

€]

See Note 2 for additional information regarding TDRs.
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OTHER INCOME

Total Other Income includes Rental Income on Operating Leases and Other. Rental income on operating leases

decreased slightly from the prior quarter and is discussed in “Net Finance Revenues” and “Financing and Leasing Assets —
Results by Business Segment”. See also “Concentrations — Operating Leases” for additional information on operating
leases.

Other income (excluding operating lease rentals) for the quarter ended September 30, 2011 was $235 million, down
2% sequentially and 19% from the prior-year quarter. These declines reflect lower fees and other revenue and lower
gains on asset sales when compared to the prior-year quarter. The second quarter of 2011 also included a
non-recurring benefit in Transportation Finance. The prior year quarter benefited from higher sale gains and
recoveries on pre-FSA charge-offs. The following table presents the “Other” components.

Other Income (dollars in millions)

Nine Months
Ended
SeptembSeptember
’30, 30,
2011 2010

Quarters Ended

Septembdun®,30, September 30
2011 2011 2010

Net gains on sales of leasing equipment $72.0 $19.7 $ 44.1 $131.7 $126.2
Gains on loan and portfolio sales 56.2 89.8 104.4 219.9 2165
i{;goverles of charge-offs on pre-FSA loans and loans held for 36.1 247 518 95 208.9
Factoring commissions 35.5 30.9 37.3 100.2  108.4
Counterparty receivable accretion 28.2 329 20.0 92.9 79.7

Fees and other revenue 16.1 40.0 38.1 83.3 106.9
Net gains on investment sales 8.5 11.0 3.6 36.4 11.0

Gain (loss) on non-qualifying hedge derivatives and foreign 17.8) ©1 ) (98 ) (40 ) (792 )
currency exchange

Total $234.8 $2399 § 289.5 $7529 $778.4
(1) Reflects restated balances as disclosed in the Company's December 31, 2010 Form 10-K.

Net gains on sales of leasing equipment resulted from sales volume of $466 million in the 2011 third quarter versus
$224 million last quarter and $240 million in the 2010 third quarter, and included proceeds from an aircraft insurance
claim of $14 million in excess of its net investment. Equipment sales for the 2011 third quarter consisted of $294
million in Transportation Finance assets which included aircraft and railcar sales, $95 million in Corporate Finance
assets and $77 million in Vendor Finance assets. Gains as a percentage of equipment sold increased from the prior
quarter in each segment.

Gains on loan and portfolio sales reflect amounts received in excess of current net asset carrying values. Loans sold
during the 2011 third quarter totaled $250 million, compared to $454 million in prior quarter and $1,053 million in the
prior year quarter. The carrying value of third quarter loan sales consisted primarily of $128 million in Vendor
Finance and $120 million in Corporate Finance, of which approximately 20% were non-accrual loans.

104



Edgar Filing: CIT GROUP INC - Form 10-Q

Recoveries of charge-offs on pre-FSA loans and loans held for sale reflects repayments or other workout resolutions
on loans charged off prior to emergence from bankruptcy and loans charged off prior to classification as held for sale.
These recoveries are recorded as other income, not as a reduction to the provision for loan losses. The third quarter
includes $19 million of recoveries of charge-offs on loans held for sale.

Factoring commissions increased sequentially, primarily on higher seasonal factoring volumes, and declined from
prior year quarter due to lower volume and rates.

Counterparty receivable accretion primarily relates to the accretion of a fair value mark on the receivable from GSI
related to a secured borrowing facility. See Note 5 — Long-term Borrowings.
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Fees and other revenue are comprised of asset management, agent and advisory fees, and servicing fees, as well as
income from joint ventures. The third quarter includes $19 million of impairment charges related to Vendor Finance
operating lease equipment in held for sale as compared to $9 million for the second quarter. When a long-lived asset is
classified as held for sale, depreciation expense is no longer recognized but the asset is evaluated for impairment with
any such charge recorded in other income. The second quarter includes a non-recurring benefit of $11 million related
to a change in the aircraft order book and corresponding acceleration of FSA.

Net gains on investment sales for 2011 reflect sales of equity investments, primarily in Corporate Finance. The third
quarter also includes income of approximately $5 million for a correction to prior periods related to warrant
valuations.

Gains and losses on non-qualifying hedge derivatives and foreign currency exchange largely are driven by
transactional exposures and economic hedges that do not qualify for hedge accounting, and losses on interest rate
swaps that arose from the bankruptcy. The third quarter 2011 net losses of $18 million reflect $199 million of gains
primarily on non-qualifying foreign currency hedges, which were offset by currency movements.

EXPENSES

Depreciation on operating leases is recognized on owned equipment over the lease term or projected economic life of

the asset. Depreciation expense totaled $123 million for the quarter, down from $146 million for last quarter and $162
million for the 2010 third quarter. Depreciation expense for the nine months ended September 30, 2011 totaled $429
million, down from $513 million last year. FSA adjustments reduced depreciation expense by $61 million during the

third quarter 2011, $64 million in the prior quarter and $67 million in the 2010 third quarter. The year to date FSA
reduction totaled $186 million for 2011 and $206 million for 2010. The decline in depreciation also reflects the

suspension of depreciation on equipment once it is transferred to held for sale. The amount of depreciation not

recognized on equipment in assets held for sale in the 2011 third quarter was approximately $23 million, $11 million

in the second quarter and $47 million year to date. See “Net Finance Revenues”. See also “Financing and Leasing Assets —
Results by Business Segment” and “Concentrations — Operating Leases” for additional information.

Operating expenses decreased 11% sequentially and 4% from the prior year to $220 million. The second quarter of
2011 included certain non-recurring servicing expenses in Vendor Finance and higher litigation related costs, while
the prior-year period included a $6 million charge for severance and facilities consolidation.

Operating Expenses (dollars in millions)

Nine Months

Ended
Septembdni®),30, SeptemteeOmteeOmber 30,
2011 2011 20100 2011 2010)

Quarters Ended

Salaries and
general
operating
expenses:
Compensation
and benefits
Professional =9 ¢ 353 231 045 784
fees

Technology 16.4 18.1 196 532 57.0

$135.6 $123.7 $137.6 $375.9 $457.3
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Occupancy
expense

Provision for
severance and
facilities exiting

9.9 9.7 119 297 38.1

0.9 6.2 8.0 20.7

activities

Other 279 581 304 1208 116.8
expenses

Total operating ¢)199 ¢2458 $228.8 $682.1 $768.3
expenses

Headcount 3,480 3,480 3,800

(1) Reflects restated balances as disclosed in the Company's December 31, 2010 Form 10-K.
Compensation and benefits increased from prior quarter reflecting higher incentive compensation accruals and

- increased pension plan costs due to lower plan asset values, and decreased 18% year to date from the prior year on
lower incentive compensation on reduced headcount and retention related costs that were recorded in 2010.
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Professional fees, which include legal and other professional fees such as consulting services, audit and tax,
" decreased in the third quarter due to lower litigation-related costs.
Provision for severance and facilities exiting activities expense includes costs related to the first quarter 2011
- outsourcing of the student loan portfolio, which reduced headcount. The third quarter of 2010 includes a charge of
$6 million related to office space consolidation.
Other expenses include items such as taxes (other than income related), insurance, credit and collection costs.
Included in the third quarter was a correction to the timing of recognition of 2011 capital tax expense, which reduced
" expenses by approximately $5 million. The second quarter was impacted by higher non-recurring servicing costs in
our Vendor Finance business, of which approximately $7 million was a correction of prior periods.

INCOME TAXES

Income Tax Data (dollars in millions)

Quarters Ended Nine months ended

Septembefune September SeptembeSeptember

30, 30, 30, 30, 30,

2011 2011 2010 2011 2010
Provision for income taxes before discrete items $38.8  $24.7 $ 585 $112.6 $161.0
Discrete items (7.7 ) 22 58.8 11.1 87.9
Provision for income
taxes $31.1  $26.9 $117.3 $123.7 $248.9
Effective tax rate —
Excluding discrete items 272.4% (113.1)% 24.9 % 88.0 % 23.2 %
Effective tax rate 218.6% (123.2)% 498 % 96.7 % 358 %

CIT’s tax provision of $31.1 million for the third quarter decreased compared to a tax provision of $117.3 million in
the prior year quarter primarily as a result of lower international earnings and a decrease in discrete items. The
sequential increase in the tax provision from the prior quarter relates primarily to an increase in earnings from certain
foreign jurisdictions.

CIT’s tax provision of $123.7 million for the nine months ended September 30, 2011 decreased compared to a tax
provision of $248.9 million in the prior year nine months primarily as a result of lower international earnings and a
decrease in discrete items. For the year to date tax provision, the Company recorded income tax expense on the
earnings of certain international operations and no income tax benefit on its domestic losses. A tax benefit was not
recognized on the domestic losses because management has concluded that it does not currently meet the criteria to
recognize these tax benefits considering its recent history of domestic losses. The year end 2011 effective tax rate may
vary from the current rate primarily due to changes in the mix of domestic and international earnings.

The tax provision for the third quarter and nine months ended 2011 included $(7.7) million and $11.1 million,
respectively, of discrete tax expense (benefit) items. The third quarter includes an increase to an uncertain federal and
state tax position that the Company has taken with respect to the recognition of certain losses, offset by a change in
the valuation allowance. Also, the third quarter includes the release of valuation allowances against certain deferred
tax assets. Included in the discrete items for year to date is approximately $2.1 million, primarily related to a net
increase in liabilities for uncertain tax positions, incremental valuation allowances on certain foreign losses, partially
offset by the release of valuation allowances against certain deferred tax assets. The tax provisions for the quarter and
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nine months ended September 30, 2010 included $58.8 million and $87.9 million, respectively, of tax expense related
to the establishment of valuation allowance recorded against certain deferred tax assets and changes in liabilities for
uncertain tax positions.

The tax provision for the 2011 year to date also reflects $9 million of discrete tax expense items primarily associated
with the correction of certain foreign tax expense calculations relating to prior periods. Management has concluded
that the adjustments were not individually or in the aggregate material to the consolidated financial statements, as of
and for the period ended September 30, 2011, or to any of the preceding periods as reported.

As of December 31, 2010, CIT had cumulative U.S. Federal net operating loss carry-forwards (NOL’s) of $4.0 billion.
Excluding FSA adjustments, which are not included in the calculation of U.S. Federal taxable income, the Company
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generated a domestic pretax loss of $340 million in the third quarter ($1.040 billion year to date) which, excluding
certain other book-to-tax adjustments, will increase the post-emergence NOLs. Pursuant to Section 382 of the Internal
Revenue Code, the Company is generally subject to a $230 million annual limitation on the use of its $1.9 billion of
pre-emergence NOLs. NOLs arising in post-emergence years are not subject to this limitation.

See “Funding, Liquidity and Capital” (Tax Implications on Cash in Foreign Subsidiaries) for a discussion pertaining to
unremitted earnings in foreign subsidiaries.

See also Note 10 — Income Taxes for additional information.

RESULTS BY BUSINESS SEGMENT

We refined our expense and capital allocation methodologies during the first quarter of 2011. For 2011, Corporate and
other includes certain costs that had been previously allocated to the segments, including prepayment penalties on
high-cost debt payments and certain corporate liquidity costs, along with other debt extinguishment costs. In addition,
we refined the capital and interest allocation methodologies for the segments. These changes had the most impact on
Transportation Finance given the capital requirements for their forward-purchase commitments and reduced the
interest expense charged to this segment. The refinement was not significant to the other segments. The 2010 balances
are reflected as originally reported and are not conformed to the 2011 presentation.

Information about our segments is also in Item 1, Note 13 — Business Segment Information.

Corporate Finance

Corporate Finance’s middle-market lending business in the U.S. and Canada provides lending, leasing and other
financial and advisory services to the middle market sector, with a focus on specific industries, including
Communications, Energy, Entertainment, Healthcare, Industrials, Information Services & Technology, Restaurants,
Retail, and Sports & Gaming. We also have specialized business units focusing on small business lending in the US,
and on financial sponsors in Europe. Revenue is generated primarily from interest earned on loans, supplemented by

fees collected on services provided.
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Corporate Finance (including Small Business Lending, SBL) offers senior secured loans, including revolving lines of
credit secured by accounts receivable and inventories; cash flow loans based on operating cash flow and enterprise
valuation; and government guaranteed loans (such as Small Business Administration (SBA) loans). Risks associated
with secured financings relate to the ability of the borrower to repay its loan and the value of the collateral underlying
the loan should the borrower default on its payments. In our SBL business, the collateral consists in most instances of
real estate. Risks associated with cash flow loans relate to the collectability of the loan should there be a decline in the
credit worthiness of the client. If it was determined that an SBA loan was not underwritten or serviced correctly, the
guaranty of the SBA would not be honored.

Quarters Ended Nine Months Ended

N September June 30,  September September September
(dollars in millions) 30,2011 2011 30,2010 30,2011 30,2010
Earnings Summary
Interest income $217.7 $270.9 $380.2 $787.3 $1,422.9
Interest expense (1754 ) (2120) (@214 ) (5842 ) (796.2 )
Provision for credit losses 375 ) (1.3 ) (1055 ) (1733 ) (3346 )
Rental income on operating leases 4.2 55 6.1 16.2 22.2
Other income, excluding rental income 86.2 118.2 152.6 368.2 461.6
Depreciation on operating lease equipment 27 ) @O ) @2 ) @6 ) 119 )
Other expenses, excluding depreciation (55.8 ) (669 ) (697 ) (181.5) (2399 )
Income before provision for income taxes $36.7 $51.4 $139.1 $224.1 $524.1
Select Average Balances
Average finance receivables (AFR) $7,328.3 $7,736.2 $10,220.5 $7,776.0 $11,513.9
Average operating leases (AOL) $49.7 $65.5 $100.6 $65.1 $117.9
Average earning assets (AEA) $7,763.4 $8,0124 $10,719.1 $8,087.1 $11,913.3

Statistical Data

Net finance revenue (interest and rental income, net of
interest and depreciation expense) as a % of AEA 226 % 306 % 603 % 341 % T13 %
Funded new business volume $700.1 $732.9 $316.6 $1,903.7 $707.0

New committed loan volume rose 9% from the second quarter to $1.2 billion while new funded volume declined 4%
to $700 million, reflecting lower initial fundings on new asset-based revolvers. Current period volumes, both funded
and committed, were significantly above those of the prior-year period. CIT Bank originated approximately 90% of
the 2011 third quarter U.S. funded volume.

Corporate Finance pre-tax earnings were $37 million, down from $51 million in the 2011 second quarter and $139

- million in the prior year quarter, reflecting lower loan FSA accretion. The declines also include lower other income
due to decreased gains on asset sales, partially offset by a lower provision for credit losses.
Net finance revenue (interest and rental income, net of interest and depreciation expense) was $44 million, down
from $61 million and $162 million in the second quarter of 2011 and third quarter of 2010, as a result of lower loan
FSA accretion and lower financing and leasing asset levels. FSA accretion increased net finance revenue by $30

- million for the quarter, $9 million in the prior quarter and $174 million in the 2010 third quarter. The reduced 2011
levels reflect lower loan FSA accretion, primarily due to lower loan prepayments, and increased acceleration of FSA
amortization associated with debt repayments. Asset levels declined as AEA was down 3% for the quarter and 28%
from the prior year quarter.
Other income decreased from last quarter and the prior year quarter primarily on lower gains on asset sales. The

- decline from the 2010 third quarter also resulted from lower recoveries on loans charged-off prior to the adoption of
FSA.

- Non-accrual loans declined 15% during the quarter to under $0.7 billion at September 30, 2011 on sales, charge-offs
and payments. Net charge-offs were $41 million, essentially unchanged with the prior quarter and the 2010 third
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quarter amounts.
Financing and leasing assets totaled $7.6 billion, down $0.2 billion from last quarter, which was largely attributable
- to asset sales and foreign currency translation. The balance included approximately $400 million of assets held for
sale at September 30, 2011, of which approximately 75% are non-accrual.
Transportation Finance

Transportation Finance leases primarily commercial aircraft to airlines 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.
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Transportation Finance offers asset-backed and cash flow lending products to its customers for the purchase of
aerospace and rail equipment. The risk associated with loans relates to the ability of the borrower to repay its loan and
the collectability of the value of the collateral underlying the loan should the borrower default on its payments. For
operating leases and finance leases the risk relates to the accuracy of the estimated residual value of the leased
equipment, the ability of the customer to make the lease payments when due, and the on-going asset value. Risks
associated with cash flow loans relate to the collectability of the loans should there be a decline in the credit
worthiness of the client.

Quarters Ended Nine Months Ended

L September  June 30, September September September
(dollars in millions) 30,2011 2011 30,2010 30,2011 30,2010
Earnings Summary
Interest income $38.0 $44.5 $55.8 $125.0 $177.3
Interest expense (2023 ) (2508 ) (2376 ) (663.6 ) (7302 )
Provision for credit losses 2.2 )y 4.7 )y 172 ) (8.7 )y (215 )
Rental income on operating leases 341.9 339.5 307.7 1,006.1 929.5
Other income, excluding rental income 57.4 33.0 28.7 114.7 69.1
Depreciation on operating lease equipment (893 ) (867 ) (822 ) (27277 ) (246.77 )
Other expenses, excluding depreciation 433 ) @74 ) @67 ) (1205 ) (121.8 )
Income before provision for income taxes  $100.2 $37.4 $18.5 $180.3 $55.7
Select Average Balances
Average finance receivables $1,357.0 $1,346.3 $1,639.8 $1,358.3 $1,743.0
Average operating leases $10,740.4 $10,574.2 $10,329.1 $10,663.1 $10,255.5
Average earning assets $12,253.7 $12,171.5 $11,9689 $12,159.3 $11,998.5
Statistical Data
Net finance revenue as a % of AEA 2.89 % 1.53 % 1.46 % 2.14 % 1.44 %
Operating lease margin as a % of AOL 9.41 % 9.56 % 8.73 % 9.17 % 8.88 %
Funded new business volume $557.8 $398.8 $209.5 $1,274.5 $690.7

Key drivers impacting revenue are utilization and lease renewal rates. Our commercial aircraft and rail equipment
remain highly utilized. All commercial aircraft, including commitments, were leased at September 30, 2011, while rail
fleet utilization, including commitments, increased modestly to 97% from 96% in the prior quarter.

Transportation Finance pre-tax earnings were $100 million, up from $37 million in the prior quarter and $19 million
in the prior-year quarter. The sequential increase reflects higher gains on assets sales, proceeds from an aircraft
insurance claim in excess of its net investment, and lower interest expense resulting from lower FSA debt accretion.

" Comparisons to 2010 periods reflect lower interest expense in 2011 due to changes in segment allocations instituted
in 2011. On a comparable basis, pre-tax earnings would have been $59 million in the prior year quarter and $199
million for the nine months ended September 30, 2010 (see Corporate and Other).

Net finance revenue was $88 million, up from $47 million in the prior quarter and $44 million in the 2010 third
quarter. The sequential increase reflects lower funding costs. FSA accretion increased net finance revenue by $19

- million, compared to a decrease of $18 million last quarter due to lower interest expense related to debt prepayments,
and an $18 million increase to net finance revenue in the 2010 third quarter. Net lease yields were relatively stable,
as improvements in rail assets offset slight compression in aerospace.

Other income increased from the prior quarter and the prior year quarter primarily due to higher asset sales gains and

- other income related to an aircraft insurance claim of $14 million, while the prior quarter included $14 million of
non-recurring benefits.

New business volume was $558 million, primarily reflecting the addition of aircraft as well as some railcars. Volume

" also included new aerospace and defense and business air loans originated by CIT Bank.

- Non-accrual assets declined and there were no charge-offs.
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Financing and leasing assets increased $0.1 billion from the prior quarter and $0.3 billion from year-end as new
- equipment purchases (principally aircraft) and loans originated by CIT Bank exceeded depreciation and equipment
sales.
At September 30, 2011, we had 145 aircraft on order, with deliveries scheduled through 2019. All aircraft to be
delivered during the next 12 months have lease commitments. We also have future purchase commitments for 7,820
" rail cars, with scheduled deliveries through 2012. All of the railcars scheduled to be delivered in 2011 have lease
commitments, as well as approximately 80% of 2012 deliveries. See Note 11 — Commitments.
Trade Finance

Trade Finance provides factoring, receivable management products, and secured financing to businesses (our clients)
that operate in several industries, including apparel, textile, furniture, home furnishings and consumer electronics.

Factoring entails the factor’s assumption of credit risk with respect to trade accounts receivable arising from the sale of
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goods by our clients to their customers (generally retailers), which have been factored or sold to the factor. Although
primarily U.S.-based, Trade Finance also conducts international business in Asia, Latin America and Europe. Revenue
is principally generated from commissions earned on factoring and related activities, interest on loans and other fees
for services rendered.

The services provided by Trade Finance entail two dimensions of risk, customer and client. Customer risk relates to
the financial inability of a customer to pay on undisputed trade accounts receivable due from such customer to the
factor. Client risk relates to a decline in the credit worthiness of a borrowing client, their consequent inability to repay
their loan to Trade Finance and the possible insufficiency of the underlying collateral (including the aforementioned
customer accounts receivable) to cover any loan repayment shortfall.

Quarters Ended Nine Months Ended

) s September June 30, September September  September
(dollars in millions) 30?2011 2011 30?2010 30?201 1 30?2010
Earnings Summary
Interest income $21.8 $17.9 $23.2 $56.8 $78.1
Interest expense (19.1 ) (@295 ) 37.7 ) (743 ) (128.8 )
Provision for credit losses 44 ) @o ) (114 ) (11.7 ) 576 )
Other income, commissions 35.5 30.9 37.3 100.2 108.4
Other income, excluding commissions 5.4 11.9 6.8 20.6 36.3
Other expenses 28,6 ) (264 ) (30.7 ) (82.8 ) 95.7 )
.Income (loss) before provision (benefit) for $10.6 $0.8 $(125 ) $8.8 $(593 )
income taxes
Select Average Balances
Average finance receivables $2,600.6 $2,577.9 $2,641.8 $2,497.7 $2,705.1
Average earning assets!) $1,408.6 $1,421.9 $1,703.4  $1,399.6 $1,752.8
Statistical Data
Net finance revenue as a % of AEA 077 % (325 Y B4l Y (167 )Y (B8 Y
Factoring volume $6,775.2 $6,1422  $7,011.7 $19,048.1 $19,697.1

() AEA is lower than AFR as it is reduced by the average credit balances for factoring clients

Trade Finance continued its focus on signing traditional factoring business in core markets and lending primarily on
accounts receivable, pursuing clients lost during 2009 and early 2010 and serving its client base. Trade Finance
continued to experience an upward trend in new business signings on a year-to-date basis and stability in its client
base.

Pre-tax income was $11 million for the quarter, increased from pre-tax income of $1 million in the prior quarter and
a pre-tax loss of $12 million for the prior year quarter. The sequential improvement reflected lower interest expense
resulting from lower borrowing costs and FSA debt accretion, higher interest revenue recoveries on nonaccrual

" loans, and increased commissions in line with seasonally higher volume. The quarter and year to date pre-tax
improvements over 2010 were driven by lower interest expense as well as higher 2010 credit provisioning, notably
in the first quarter to replenish non-specific reserves eliminated under FSA.
Net finance revenue improved. The improvement from last quarter’s results reflected higher revenue recoveries of
suspended interest income on nonaccrual loans and lower interest expense on lower acceleration of FSA debt
accretion. Interest income declined from the prior year on lower AEA and the fourth quarter 2010 completion of

" FSA interest income accretion in this segment. FSA accretion decreased net finance revenue by $3 million for the
current quarter, compared to a decrease of $8 million in the prior quarter and an increase of $1 million in the prior
year quarter.

- Factoring volume was $6.8 billion, seasonally higher than last quarter, but down from $7.0 billion for the 2010 third
quarter, due to the wind-down of Trade Finance’s European factoring operation. Factored volume from CIT’s ongoing
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operations increased approximately 1% from the 2010 third quarter.

Third quarter factoring commissions were up sequentially, primarily on higher seasonal factoring volumes, but
" below last year due to lower volume and slightly lower rates.

Other income for the quarter decreased from the prior quarter primarily on lower recoveries on accounts charged off
" pre-FSA and is flat to the 2010 third quarter.

Non-accrual balances increased $21 million sequentially, primarily the result of the addition of one account, but
" declined $70 million from December 31, 2010. Net charge-offs remain well below 2010 levels.
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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.

Vendor Finance (both U.S. and International) offers asset-backed loans and finance leases to the customers of its
vendor relationships and other customers primarily for the purchase of equipment. For loans, the risk relates to the
ability of the borrower to repay its loan and the value of the collateral underlying the loans should the borrower
default on its payments, and for operating leases and finance leases the risk relates to estimated residual value, the
ability of the customer to make the lease payments when due, and the on-going asset value.

Quarters Ended Nine Months Ended
) s September 3fyne 30, September 30, September 38¢ptember 30,

(dollars in millions) 2011 2011 2010 2011 2010
Earnings Summary
Interest income $163.8 $195.1 $284.4 $567.2 $991.6
Interest expense 994 ) (@1455) (160.8 ) (377.9 ) (519.1 )
Provision for credit losses 3.1 ) 138 ) (38.5 ) (59.8 ) (2029 )
Rental income on operating leases 61.9 72.9 83.9 216.9 290.8
Other income, excluding rental income 58.8 50.8 65.8 141.2 137.8
Depreciation on operating lease equipment (313 ) (558 ) (76.3 ) (148.0 ) 2544 )
Other expenses, excluding depreciation (735 ) (821 ) (69.6 ) (227.3 ) 2428 )
gigsme (loss) before provision (benefit) for income $77.2 $21.6 $88.9 $112.3 $201.0
Select Average Balances
Average finance receivables $3,903.6 $3,999.8 $5,857.2 $4,004.3 $6,735.1
Average operating leases $234.8 $378.0 $ 546.1 $348.6 $593.5
Average earning assets $4,5959 $5,0625 $6,413.8 $4,980.5 $7,467.5
Statistical Data
Net finance revenue as a % of AEA 827 % 527 % 8.18 % 691 % 9.09 %
Funded new business volume $607.3 $592.7 $541.9 $1,738.8 $1,606.6

Vendor Finance continued to increase business with existing relationships and added new vendor partners during the
quarter. New business volumes were up sequentially and from the 2010 third quarter. We transferred our U.S. Vendor
Finance platform into CIT Bank and continued to utilize local sources to fund the international business, including
expanding deposits in our Brazilian bank.

In the third quarter 2011, we sold approximately $125 million of underperforming finance receivables in Europe.
Additionally and as previously disclosed, CIT has an agreement to sell to Dell its related assets and sales and servicing
functions in Europe (“DFS Europe”) and therefore, we continue to hold approximately $367 million of financing and
leasing assets in assets held for sale as of September 30, 2011.

Vendor Finance pre-tax earnings were $77 million, improved from $22 million in the prior quarter but down from
$89 million in the prior-year quarter. The sequential quarter improvement included lower interest expense, reduced

- credit costs from higher recoveries, increased gain on asset sales, and lower operating expenses due to non-recurring
items in the prior quarter. The decline from the prior-year quarter reflected reduced FSA accretion and lower asset
levels partially offset by lower interest expense, higher gain on asset sales and reduced credit costs.
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Net finance revenue was $95 million, up from $67 million in the prior quarter and down from $131 million in the
2010 third quarter. Sequential net finance revenue improved as lower interest expense and lower depreciation, offset
the impact on revenue of lower earning assets. Depreciation expense is suspended on equipment moved and
classified as held for sale. The amount suspended totaled approximately $22 million, up from $9 million in the
second quarter of 2011. Net finance revenue was down from the prior year quarter due to reduced FSA accretion.
FSA accretion increased net finance revenue by $16 million for the current quarter, compared to increases of $4
million in the prior quarter and $49 million in the prior year quarter. The 2011 third quarter net finance revenue as a
percentage of AEA is up, benefiting from lower depreciation. However, year to date the rate is down from a year ago
due to lower FSA interest income accretion and the impact of selling higher yielding but higher risk assets.
Portfolio credit quality improved across all metrics. Credit losses decreased from the prior quarter due to both lower
" gross charge-offs and higher recoveries. Non-accrual loans were down 36% from June 30, 2011, due to the
64

118



Edgar Filing: CIT GROUP INC - Form 10-Q

sale of the underperforming European assets and overall improvement in portfolio quality. The level of delinquent
loans also declined.

Other income primarily consists of gains on receivable and equipment sales and recoveries of loans charged-off
" pre-FSA. Other income increased from prior quarter reflecting the gain on sale of the European assets.
Other expenses were impacted in prior quarter by accruals for non-recurring servicing expenses, approximately $7
" million of which pertained to corrections of prior periods.
Total financing and leasing assets decreased to $4.5 billion from $4.7 billion at June 30, 2011, due primarily to the
- sale of approximately $125 million in assets in Europe and foreign exchange translations, and declined $1.2 billion
from September 30, 2010 as asset sales and net portfolio collections outpaced new business volume.
Funded new business volume was $607 million, an approximate 2% increase from the prior quarter and
- approximately 12% from the prior year quarter. Excluding the Dell Canada platform sold last quarter, the funded
volume rose approximately 10% from the second quarter of 2011 and 25% from the prior year quarter.
During the 2011 third quarter, we initiated local currency borrowing under the RMB 1.8 billion (approximately $280
million at current exchange rates) committed secured funding facility in China, which closed last quarter. We also
" increased our local currency deposits in Brazil, growing the balance to approximately $80 million as of September
30, 2011 which was up from $75 million at June 30, 2011 and $7 million at December 31, 2010.
The U.S. Vendor Finance platform transferred into CIT Bank in July. Approximately 75% of the U.S. new business
" volume was originated and funded in CIT Bank during the quarter.
Consumer

Consumer predominately consists of government-guaranteed student loans. We ceased offering private student loans
during 2007 and government-guaranteed student loans in 2008. Therefore, CIT’s risk relates mainly to the ability of the
borrower to repay its loan and is primarily limited to the portion, generally 2% - 3%, that is not guaranteed by the
government. Government-guaranteed loans are also subject to repurchase agreements, for instance in circumstances
where there are issues related to the original student loan underwriting.

Quarters Ended Nine Months Ended

N September June 30,  September September September
(dollars in millions) 30,2011 2011 30,2010 30,2011 30,2010
Earnings Summary
Interest income $64.5 $68.9 $89.1 $204.2 $281.7
Interest expense 423 ) (@487 ) (68.1 ) (1440) (1943)
Provision for credit losses o6 ) @©9 H 75 H)» @4 H (213 )
Other income 5.0 3.1 &3 ) 112 15.8
Other expenses (16.8 ) (155 ) (19.1 ) @497 ) (633 )
Income before provision for income taxes $9.8 $6.9 $(139 ) $19.3 $18.6
Select Average Balances
Average finance receivables $6,953.1 $7,631.4 $8,608.6 $7,535.3 $8,999.7
Average earning assets $7,645.6 $7,809.5 $8,722.8 $7,839.2 $9,143.8
Statistical Data
Net finance revenue as a % of AEA 1.16 % 103 % 096 % 1.02 % 127 %

Consumer Finance pre-tax earnings increased to $10 million, from $7 million in the prior quarter and a net pre-tax
" loss of $14 million for the prior year quarter.
The benefit from FSA accretion on net finance revenue remained fairly level at $9 million for the 2011 third quarter
- compared to the second quarter, but was down from $18 million for the prior year quarter. Interest expense was
down sequentially due to lower rates from the repricing of debt.
- Other income in 2011 primarily reflects FSA accretion on a counterparty receivable.
_ Other expenses, though benefiting from the outsourcing of portfolio servicing, were up slightly over the prior
quarter.
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- Government-guaranteed student loans declined by $150 million from the prior quarter reflecting portfolio run-off.
Corporate and Other

Certain items are not allocated to operating segments and are included in Corporate and Other. For 2011, Corporate
and Other includes the loss on debt extinguishments, cash liquidity in excess of the amount required by the business
units that management determines is prudent for the overall company and the prepayment penalties associated with
debt repayments. In addition, we refined our capital and interest allocation methodologies for our segments in 2011.
The
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Company did not conform 2010 periods. Had the Company conformed the 2010 periods, the changes to each of the
segments would be offset in Corporate and Other, including increases to “(loss) income before provision for income
taxes” of $40 million for the quarter ended September 30, 2010 and $143 million for the nine months ended September
30, 2010 relating to increased allocations to Transportation Finance. For 2010, Corporate and other consisted

primarily of mark-to-market on non-qualifying derivatives in other income and restructuring charges for severance

and facilities exit activities in other expenses.

Quarters Ended Nine Months Ended

) s Septembed 3k 30, September 30, SeptembeS8ptember 30,
(dollars in millions) 2011)1 2011 201130 2011)1 20?0
Earnings Summary
Interest income $5.0 $4.8 $ 54 $156 $ 15.0
Interest expense (63.3 ) (119.2) (8.5 ) (2624) 44 )
Provision for credit losses — — 15.0 — —
Rental income on operating leases — — — — (1.1 )
Other income, excluding rental income (13.5 ) (8.0 ) 6.6 32 ) (50.6 )
Depreciation on operating lease equipment — — — — 0.5
Other expenses (148.5) (17.5) 3.0 ) (166.9) (4.8 )
(Loss) before provision for income taxes ~ $(220.3) $(139.9) $ 15.5 $(4169) $ 454 )

Interest income consists of interest and dividend income primarily from deposits held at other depository institutions

" and U.S. Treasury Securities.

Interest expense reflects amounts not allocated to the business segments, including prepayment penalties of $20
million, $50 million and $105 million for the 2011 third quarter, second quarter and year to date periods. During

" 2010, management allocated interest on high cost debt to each segment, which for 2011 is reflected in Corporate and

Other.

- Other income primarily reflects gains and (losses) on non-qualifying derivatives and foreign currency exchange.
Other expenses include the $146.6 million loss on debt extinguishments included in the 2011 third
quarter and year to date balances, primarily due to the write-off of original issue discount and fees
associated with the repayment of the first lien term loan. Other expenses also include salary and general
and administrative expenses not allocated to the business segments and litigation-related costs.
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FINANCING AND LEASING ASSETS
The following table presents our financing and leasing assets by segment.
Financing and Leasing Asset Composition (dollars in millions)

September 30, June 30, December 31, % Change

2011 2011 2010 Quarter YTD
Corporate Finance
Loans $7,165.5 $7,4239 $8,482.2 35 )% (155)%
Operating lease equipment, net 45.0 51.1 83.2 (11.9Y% (45.9)%
Assets held for sale 399.6 378.8 219.2 55 % 823 %
Financing and leasing assets 7,610.1 7,853.8 8,784.6 3.1 Y% (13.4)%
Transportation Finance
Loans 1,347.7 1,356.3 1,388.9 0.6 Y% 3.0 Y
Operating lease equipment, net 10,926.0 10,619.3 10,618.8 29 % 29 %
Assets held for sale 60.1 257.3 2.8 (76.6)% NM
Financing and leasing assets 12,333.8 12,2329 12,010.5 08 % 27 %
Trade Finance
Loans - factoring receivables 2,551.1 2,538.4 2,387.4 05 % 69 %
Vendor Finance
Loans 3,864.7 3,940.4 4,166.1 19 )% (712 Y%
Operating lease equipment, net 220.0 250.0 434.7 (12.0)% (49.4)%
Assets held for sale 366.6 528.1 749.8 30.6)% (51.1 )%
Financing and leasing assets 4,451.3 4,718.5 5,350.6 5.7 Y% (16.8 )%
Consumer
Loans - student lending 6,860.4 7,003.5 8,035.5 2.0 Y% (14.5)%
Loans - other 16.9 22.2 40.4 23.9)% (58.2)%
Assets held for sale 686.3 699.3 246.7 (1.9 Y% 1782%
Financing and leasing assets 7,569.6 7,725.0 8,322.6 2.0 )% 9.0 Y%

Total financing and leasing assets $ 34,515.9 $35,068.6 $36,855.7 (1.6 Y% (6.3 Y%

Loans decreased $472 million during the quarter to $21.8 billion primarily due to loan sales, including $58 million of
non-accrual loans and run-off of the consumer portfolio as funded new business volume exceeded portfolio collections
in the commercial segments and foreign currency exchange fluctuations. Year to date, total financing and leasing
assets are down $2.3 billion due to collection and prepayments and asset sales.

Operating lease equipment increased slightly to $11.2 billion, reflecting purchases of aircraft and railcars.
Assets held for sale totaled $1.5 billion at September 30, 2011, consisting of $0.7 billion student loans, (largely in CIT
Bank), $0.4 billion of corporate finance loans (of which approximately 75% were non-accrual), and $0.4 billion of

vendor equipment related to the pending Dell Europe sale.
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The following table provides further detail of the changes in financing and leasing assets.

Corporate Transportation Trade Vendor  Commercial
(dollars in millions) Finance  Finance Finance Finance  Segments Consumer Total
Balance at June 30, 2011 $7,853.8 $12,232.9 $2,538.4 $4,718.5 $27,343.6 $7,725.0 $35,068.6
New business volume 700.1 557.8 — 607.3 1,865.2 — 1,865.2
Loan sales (pre-FSA) (128.1 ) (1.9 ) — (148.7 ) (2787 ) — (278.7 )
Equipment sales (pre-FSA) (104.7 ) (327.8 ) — (83.0 ) (5155 ) — (5155 )
Depreciation (pre-FSA) 3.9 ) (141.9 ) — 336 ) (1794 ) — (1794 )
Gross charge-offs (pre-FSA) 570 ) — 43 ) (01 ) (814 ) @1 ) (855 )

Collections and other,
including foreign currency (7455 ) (49.8 ) 17.0 (621.5 ) (1,399.8 ) (172.7 ) (1,572.5)
exchange fluctuations

Change in finance receivable

FSA discounts 91.8 15.1 — 30.0 136.9 214 158.3
Change in operating lease FSA 36 49 4 . 24 554 o 55.4
discounts

Balance at September 30,2011 $7,610.1 $12,333.8 $2,551.1 $4,451.3 $26,946.3 $7,569.6 $34,515.9

Corporate Transportation Trade Vendor  Commercial

Finance  Finance Finance Finance  Segments Consumer Total
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
New business volume 1,903.7 1,274.5 — 1,738.8 4,917.0 — 4,917.0
Loan sales (pre-FSA) (6555 ) (42.8 ) — (4348 ) (1,133.1 ) (251.8 ) (1,384.9)
Equipment sales (pre-FSA) (195.2 ) (479.8 ) — (339.8 ) (1,0148 ) — (1,014.8)
Depreciation (pre-FSA) (12.7 ) (4222 ) — (157.1 ) (5920 ) — (592.0 )
Gross charge-offs (pre-FSA) 284.2 ) (0.8 ) (147 ) (827 ) (3824 ) (108 ) (3932 )

Collections and other,
including foreign currency (2,660.0) (233.7 ) 1784 (1,740.7) (4,456.0 ) (589.7 ) (5,045.7)
exchange fluctuations

Change in finance receivable

Foa 1o 721.8 60.6 — 104.5 886.9 99.3 986.2
Change in operating lease FSA - 167.5 _ 125 187.6 _ 187.6
discounts

Balance at September 30,2011 $7,610.1 $12,333.8 $2,551.1 $4,451.3 $26,946.3 $7,569.6 $34,515.9
The following table provides further detail of funded and committed new business volume:

Quarters Ended Nine Months Ended
) s September fhe 30, September 30, September 38eptember 30,
(dollars in millions) )15 2010 2011 2010
Funded Volume
Corporate Finance $700.1 $7329 $316.6 $1,903.7 $707.0
Transportation Finance 557.8 398.8 209.5 1,274.5 690.7
Vendor Finance 607.3 592.7 541.9 1,738.8 1,606.6

Commercial Segments $1,865.2 $1,724.4 $ 1,068.0 $4.917.0 $3,004.3

Committed Volume

Corporate Finance $1,151.8 $1,052.0 $ 403.1 $3,020.5 $907.8
Transportation Finance 564.4 428.6 209.5 1,336.9 690.7
Vendor Finance 607.3 592.7 541.9 1,738.8 1,606.6
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Commercial Segments $2,323.5 $2,073.3 $ 1,154.5 $6,096.2 $3,205.1

Factoring Volume
Trade Finance $6,775.2 $6,142.2 $ 7,011.7 $19,048.1 $ 19,697.1

Our combined commercial segment reported increased sequential and year-over-year new business funded and
committed volumes. Transportation Finance and Vendor Finance new business funded and committed volumes
increased sequentially. While Corporate Finance sequential new committed volume increased 9%, new business
funded volume was down 4%, reflecting lower initial fundings on new asset-based revolvers. Approximately 80% of
our U.S. lending volume was originated and funded by CIT Bank — up from 70% last quarter and 49% a year ago.

New business volume yields were fairly stable. Corporate Finance lending yields were under modest pressure, as
asset-based lending pricing tightened but cash flow lending margins started to show improvement. Transportation
Finance new business yields remained firm across both operating lease and loans. Vendor Finance average yield on

new business was
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down on a shift in the portfolio mix. Approximately 75% of Vendor Finance’s U.S. volume was originated in CIT
Bank during the third quarter, which benefited the margin. Segment portfolio margins are discussed in the individual
segment performance commentaries.

Factoring volume was up 10% from the prior quarter to $6.8 billion due to seasonality and down from $7.0 billion in
the prior year third quarter due to the wind-down of our European factoring operation. Excluding the European
operation, factored volume was up slightly over 1% from the 2010 third quarter and approximately 3% for the nine
months.

The following table provides further detail of loan sales:

Loan Sales (pre-FSA) excluding factoring, (dollars in millions)

Quarters Ended Nine Months Ended
Septembdnid®,30, September 30, SeptemberSé€phtember 30,
2011 2011 2010 2011 2010
Corporate Finance $128.1 $168.8 $ 508.4 $6555 $1,411.0
Transportation Finance 1.9 19.3 — 42.8 —
Vendor Finance 148.7 286.1 740.8 434.8 1,604.9
Commercial Segments 278.7 474.2 1,249.2 1,133.1 3,015.9
Consumer — — — 251.8 582.1
Total $278.7 $4742 $ 1,249.2 $1,384.9 $ 3,598.0

Corporate Finance continued sales of non-strategic assets and non-performing loans during the 2011 third quarter.
Vendor Finance loans sold during the third quarter primarily reflects the sale of European assets.

Nearly half of the Corporate Finance loans sold during the 2011 second quarter were on non-accrual. Vendor Finance
loans sold during the second quarter related primarily to the Dell Canada platform.
CONCENTRATIONS
Ten Largest Accounts
Our ten largest financing and leasing asset accounts in the aggregate represented 8.2% of our total financing and
leasing assets at September 30, 2011. The largest account primarily consisted of operating lease equipment leased to
an airline carrier and represents 2.0% of our total financing and leasing assets. Excluding student loans, the top ten
accounts in aggregate represented 10.6% of total owned assets (the largest account totaled 2.6%).
The largest accounts were in Transportation Finance (airlines and rail), and Trade Finance (retail).
The top ten accounts were 7.6% and 9.7% (excluding student loans) at December 31, 2010.
Operating Lease Equipment by Segment (dollars in millions)
September December
30, 31,
2011 2010
Transportation Finance — Aerospacd)  $7,486.4 $7,125.5
Transportation Finance — Rail and Other 3,439.6 3,493.3
Vendor Finance 220.0 434.7
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Corporate Finance 45.0 83.2
Total $11,191.0 $11,136.7
() Aerospace includes commercial, regional and corporate aircraft and equipment.
At September 30, 2011, the Transportation Finance aerospace and rail equipment on operating lease included 254
commercial aircraft, and approximately 100,000 railcars and 400 locomotives.
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The following table represents the financing and leasing assets by obligor geography:
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September 30, 2011 December 31, 2010
% $6,094.9

Midwest $5,842.6
Northeast 5,296.1
West 4,644.1
Southeast 4,044.7
Southwest 2,953.6
Total U.S. 22,781.1
Canada 2,699.6
Other international  9,035.2
Total $34,515.9

in excess of 1.0% of our financing and leasing assets:

September December

30, 2011

State

California 67 %
Texas 63 %
New York 53 %
All other states 477 %
Total U.S. 66.0 %
Country

Canada 78 %
Australia 27 %
Mexico 25 %
England 24 %
China 19 %
Brazil 1.4 %
Spain 13 %
Germany 09 %

All other countries 13.1 %
Total International 34.0 %

In its normal course of business, CIT extends credit or leases equipment to obligors located in Spain, Italy, Ireland,
Greece and Portugal. The total balance of financing and leasing assets to obligors located in these countries at
September 30, 2011 was approximately $760 million, of which approximately 80% represented operating lease
equipment, primarily in Transportation Finance. CIT does not have sovereign debt exposure to these countries.
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16.9
15.3
13.5
11.7
8.6

66.0
7.8

26.2

%
%
%
%
%
%
%

5,970.6
5,120.6
4,030.2
3,205.5
24,421.8
3,572.1
8,861.8

100.0% $36,855.7
The following table summarizes both state concentrations greater than 5.0% and international country concentrations

31,2010
69 %
6.6 %
62 %
46.5 %
66.2 %
9.7 %
25 %
23 %
24 %
1.8 %
13 %
1.1 %
14 %
113 %
338 %

16.5 %
162 %
139 %
109 %
87 %
66.2 %
9.7 %
241 %
100.0%
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Industry Concentrations

The following table represents financing and leasing assets by industry of obligor:

(dollars in millions) September 30, 2011 December 31, 2010
Industry

Commercial airlines (including regional airlines) $8,056.5 23.3 % $7,743.3 21.0 %
Student lending(?) 7,5509 219 % 82809 225 %
Manufacturing(?) 44770 13.0 % 4,761.1 129 %
Retail(®) 34166 99 % 3,5884 97 %
Service industries 2,792.4 8.1 % 3,076.6 84 %
Transportation(¥) 2,0012 58 % 2,511 59 %
Healthcare 1,743.4 51 % 1,996.8 54 %
Finance and insurance 690.7 20 % 839.8 23 %
Energy and utilities 642.3 1.9 % 638.8 1.7 %
Communications 588.9 1.7 % 745.8 20 %
Wholesaling 487.6 1.4 % 456.9 1.2 %
Other (no industry greater than 2%) 2,068.4 59 % 25762 70 %
Total $34,515.9 100.0% $36,855.7 100.0%

() See Student Lending section for further information.

At September 30, 2011, includes manufacturers of chemical products and pharmaceuticals (2.2%), apparel
(1.8%), food (1.7%), and printing and publishing (0.9%).

3 At September 30, 2011, includes retailers of apparel (4.0%) and general merchandise (1.5%).

@ Includes rail, bus, over-the-road trucking industries, business aircraft and shipping.

Aerospace

(@)

Commercial Aerospace Portfolio (dollars in millions)

September 30, 2011 December 31, 2010
Net Net
InvestmentNumber InvestmentNumber

By Region:

Asia Pacific $2,540.3 88 $2,569.2 95
Europe 24147 87 2,151.0 79
U.S. and Canada 1,098.4 66 1,212.1 68
Latin America 950.0 41 902.0 36
Africa / Middle East 855.0 23 731.8 20
Total $7,858.4 305 $7,566.1 298
By Manufacturer:

Airbus $5,110.9 170 $4,845.8 163
Boeing 2,651.6 132 2,702.0 135
Embraer 84.1 3 — —
Other 11.8 — 18.3 —
Total $7,858.4 305 $7,566.1 298
By Body Type("):

Narrow body $5,768.1 245 $5,536.4 235
Intermediate 1,957.5 51 1,895.6 53
Wide body 121.0 9 115.8 10
Other 11.8 — 18.3 —
Total $7,858.4 305 $7,566.1 298
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By Product:

Operating lease $7,486.0 254 $7,064.9 238
Loan 347.8 49 447.5 56
Capital lease 24.6 2 53.7 4
Total $7,858.4 305 $7,566.1 298
Number of accounts 100 100

Weighted average age of fleet (years) 6 5

Largest customer net investment $688.2 $692.4

Narrow body are single aisle design and consist primarily of Boeing 737 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 aircraft.
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Our top five commercial aerospace outstandings totaled $1,567.9 million at September 30, 2011, all of which were to
carriers outside the U.S. The largest individual outstanding exposure to a U.S. carrier at September 30, 2011 was
$146.1 million.

See Note 11 — Commitments for additional information regarding commitments to purchase additional aircraft.
Student Lending (Student Loan Xpress or “SLX”)

The Consumer segment includes our liquidating student loan portfolio. Student loan portfolio balances declined
$730.0 million from December 31, 2010, reflecting cumulative portfolio run-off and sales. We completed the
outsourcing of servicing for the remaining government-guaranteed student loan portfolio and closed our Xpress Loan
Servicing offices in Cleveland and Cincinnati, Ohio.

See Note 5 — Long-Term Borrowings for description of related financings.

Student loans by product type are presented in the following table.

September December

30, 31,
(dollars in millions) 2011 2010
Consolidation loans $6,506.5 $7,119.0
Other U.S. Government guaranteed loans  1,042.9 1,159.2
Private (non-guaranteed) loans and other 1.5 2.7
Total $7,550.9 $8,280.9
Delinquencies (sixty days or more) $549.8 $608.9
Top state concentrations (%) 35 % 35 %

California, New York,
Top state concentrations Texas, Ohio,

Pennsylvania

OTHER ASSETS / OTHER LIABILITIES
The following table presents components of other assets.
Other Assets (dollars in millions)
September June 30, December

30,2011 2011 31,2010
Deposits on commercial aerospace flight equipment  $593.7  $613.5  $609.7

Accrued interest and dividends 170.0 132.0 97.7
Other counterparty receivables(?) 167.5 464.3 310.7
Executive retirement plan and deferred compensation ~ 111.7 117.3 110.2
Deferred debt costs(?) 100.9 176.9 126.4
Furniture and fixtures 79.1 77.5 79.3
Prepaid expenses 78.4 84.7 87.5
Tax receivables, other than income 54.7 68.3 125.1
Servicer and maintenance fee receivables — — 115.3
Other(3) 458.9 401.4 367.5

$1,8149 $2,1359 $2,029.4
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(1) The decline in other counterparty receivables reflects the strengthening of the U.S. dollar against foreign
currencies, which favorably impacts the value of our hedges and reduced the amount of required collateral.
The reduction of deferred debt costs relates to the prepayment of the First Lien Term Loan. Approximately $80

2 million of costs that were being amortized were expensed and recorded as part of the loss on debt

extinguishments.
(3) Other includes approximately $162 million in deferred federal and state tax assets, and $66 million in receivables

and investments in non-consolidated subsidiaries at September 30, 201 1.
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The following table presents components of other liabilities:
Other Liabilities (dollars in millions)

September June 30, December
30,2011 2011 31,2010

Equipment maintenance reserves $700.2  $695.9 $633.6
Accrued expenses 408.2 391.5 499.3
Valuation adjustment relating to aerospace commitments(!)  325.6 349.1 429.6
Accrued interest payable 233.3 184.9 254.8
Security and other deposits 200.3 193.2 201.4
Accounts payable 148.4 82.7 188.6
Current taxes payable and deferred taxes 141.8 109.0 (62.0 )
Qualifying hedges derivative liability 15.5 136.6 74.5
Other liabilities 254.0 289.1 247.1

$2,427.3 $2,432.0 $2,466.9

In conjunction with FSA, a liability was recorded to reflect the 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.

RISK MANAGEMENT
We are subject to a variety of risks, including:

- 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 developing appropriate management
information systems to identify, monitor and report on risks. In 2011, we continued to enhance our risk management
practices, including governance, measurement and monitoring.

Our processes and procedures relating to Risk Management are detailed in our Form 10-K for the year ended
December 31, 2010. Processes and procedures mentioned above that were enhanced in 2011, include updated charters,
policies and procedures, enhanced and expanded limits and improved data and reporting across all of our risk areas.

Interest Rate Risk

At September 30, 2011, the Company’s loan, lease, and investment portfolio was split approximately evenly, in
principal amount, between fixed and floating rate transactions, while our interest-bearing liabilities were
predominately fixed rate based. As a result, our portfolio is in an asset sensitive position, as our assets will reprice
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.

December 31,
2010

September

30, 2011 June 30, 2011
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FixedFloating FixedFloating FixedFloating

Rate Rate Rate Rate Rate Rate
Assets  S55% 45 % 52% 48 % 48% 52 %
Liabilities75% 25 % 79% 21 % 80% 20 %

73

133



Edgar Filing: CIT GROUP INC - Form 10-Q

We evaluate and monitor interest rate risk through two primary metrics.

- Net Interest Income (NII), which measures the impact of hypothetical changes in interest rate on net interest income.
Economic Value of Equity (EVE), which measures the net economic value of equity by assessing market value of

' assets, liabilities and derivatives.

A wide variety of potential interest rate 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 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 monitored for certain

of the key scenarios.

The table below summarizes the results of simulation modeling produced by our asset/liability management system.
The simulation assumes a static balance sheet. The results reflect the percentage change in net interest income over the
next twelve months and economic value of equity assuming an immediate 100 basis point parallel increase and
decrease in interest rates.

September June 30, December

30, 2011 2011 31,2010

+100 -100 +100 -100 +100 -100

bps bps bps bps bps  bps
Net Interest Income 10.7% (5.0)% 14.3% (4.7)% 18.0% (6.5)%
Economic Value of Equity (1.1)% 4.5 % 3.5 % 0.7 % 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 September 30, 2011.

Although we believe that these measurements provide an estimate of our interest rate sensitivity, they do not account
for potential changes in credit quality, size, competition and prepayment 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.

FUNDING, LIQUIDITY AND CAPITAL

Portfolio collections, capital markets, various securitization facilities, secured borrowings and deposits provide our
sources of funding and liquidity. Additionally, the Company maintains a portfolio of cash and investment securities
and a committed $2 billion Revolving Facility to satisfy funding and other operating obligations, while also providing
protection against unforeseen stress events, for instance unanticipated funding obligations, such as customer line
draws, or disruptions to capital markets or other funding sources.

Our short-term investments include U.S. Treasury bills and government agency bonds, all of which have maturities of
91 days or less. We anticipate continued investment of our cash in various types of liquid, high-grade, short-term
investments. Cash and short-term investment securities totaled $7.3 billion at September 30, 2011 ($6.9 billion of cash
and $0.4 billion of short-term investments), down from $10.1 billion at June 30, 2011 and $11.2 billion of cash at
December 31, 2010. The declines largely reflect cash used for the repayment of first and second lien debt. Cash and
short-term investment securities at September 30, 2011 consisted of $3.2 billion at the bank holding company, $0.8
billion at CIT Bank, $1.3 billion at operating subsidiaries and $2.0 billion in restricted balances. The $1.7 billion
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decline in the restricted balance from June 30, 2011 primarily reflects a $1.3 billion decline in the cash sweep account
balance to $1.2 billion.

In addition to the cash and short-term investment securities, CIT had approximately $800 million of committed
liquidity available under its newly established Revolving Facility at September 30, 2011.
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During the third quarter, CIT repaid and extinguished its $3 billion First Lien Term Loan using the proceeds from the
Revolving Facility and cash; redeemed $1 billion of Series A Second-Priority Secured Notes (“Series A Notes”)
maturing in 2014 at a price of 102% of the aggregate principal amount and repurchased at a discount approximately
$300 million of Series A Notes maturing in 2014 and approximately $160 million of Series A Notes maturing in 2017.
In October 2011, CIT redeemed the remaining $461 million of Series A Notes maturing in 2014 and repurchased at a
discount approximately $210 million and $100 million of Series A Notes maturing in 2016 and 2017, respectively.

Including the October activity, CIT has repaid in 2011 approximately $9.5 billion of high cost debt, including
approximately $5.7 billion of Series A Notes, $3 billion of First Lien Term Loan and approximately $0.75 billion of
Series B Second-Priority Secured Notes (“Series B Notes”). In addition, CIT has repaid approximately $2.8 billion of
other secured debt. See Note 5 — Long-Term Borrowings for additional information on borrowings.

In March 2011, we transferred our small business lending platform and in July, we transferred the U.S. Vendor
Finance platform into CIT Bank. Following each platform transfer, related new originations are funded by CIT Bank
using its available cash, deposits and secured financings. The platform transfers exclude portfolio assets outstanding at
the time of the transfer, which are serviced by CIT Bank. Cash flows from the outstanding portfolio assets are retained
by the Company to be used for other corporate purposes, but are subject to restrictions under the Cash Sweep.

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 secured borrowings, with the assets
remaining on-balance sheet. The debt associated with these transactions is collateralized by receivables, leases and/or
equipment. Certain related cash balances are restricted, including amounts in the Cash Sweep account, as discussed
further below.

Revolving Facility

On August 25, 2011 (the “Closing Date”), CIT and certain of its subsidiaries entered into a Revolving Credit and
Guaranty Agreement, among CIT Group Inc., certain subsidiaries of CIT Group Inc., as guarantors, the lenders party
thereto from time to time and Bank of America, N.A. as administrative agent, collateral agent and letter of credit
issuer (the “Revolving Facility”). The total commitment amount under the Revolving Facility is $2 billion consisting of
a $1.65 billion revolving loan tranche and a $350 million revolving loan tranche that can also be utilized for issuance
of letters of credit. The Revolving Facility matures on August 14, 2015 and will accrue interest at a per annum rate of
LIBOR plus a margin of 2.00% to 2.75% (with no floor) or Base Rate plus a margin of 1.00% to 1.75% (with no
floor). The applicable margin will be determined by reference to the long term senior unsecured, non-credit enhanced
debt rating of the Company by S&P and Moody’s effective at relevant times during the life of the Revolving Facility.
Based on the Company’s current debt rating, the applicable margin for LIBOR loans is 2.75% and the applicable
margin for Base Rate loans is 1.75%.

The entire $2 billion was fully drawn on the Closing Date and the proceeds of the draw, along with cash on hand,
were used to repay in full and extinguish the Company’s outstanding First Lien Term Loan during the third quarter of
2011. The Revolving Facility may be prepaid and re-borrowed from time to time at the option of CIT. During the
quarter, a portion of the drawn amount was repaid, reducing the outstanding amount to approximately $1.1 billion at
September 30, 2011. The amount available to draw upon at September 30, 2011 was approximately $800 million, with
the remaining portion reflecting letter of credit usage. Also, the unutilized portion of any commitment under the
Revolving Facility may be reduced permanently or terminated by CIT at any time without penalty.

The Revolving Facility is currently 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 below under “Other Secured Borrowings”,
65% of the voting shares and 100% of the non-voting shares of certain foreign subsidiaries and between 44% and 65%

136



Edgar Filing: CIT GROUP INC - Form 10-Q

of the equity interest or capital stock in certain other non-U.S., non-regulated subsidiaries. The Revolving Facility is
subject to a collateral coverage covenant (based on CIT’s book value in accordance with GAAP) of 2.0x the committed
facility size, tested quarterly and upon certain transfers, dispositions or releases of collateral. The Revolving Facility is
also subject to a $6 billion minimum consolidated net worth covenant, tested quarterly, and limits the Company’s
ability to create liens, merge or consolidate, sell, transfer, lease or dispose of all or substantially all of its assets, grant

a negative pledge or sell assets under certain circumstances. At September 30, 2011, after eliminating certain pledged
entities that are being evaluated for consolidation or dissolution, the collateral coverage ratio was 5.7x.

Once the Company’s remaining Series A Notes cease to be outstanding or CIT’s corporate credit rating is upgraded to
investment grade and the Company’s Series C Second-Priority Secured Notes (“Series C Notes”) become unsecured, all
the collateral and subsidiary guarantees under the Revolving Facility will be automatically released except for
subsidiary
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guarantees from eight of the Company’s domestic operating subsidiaries (‘“Continuing Guarantors”). Once the Revolving
Facility becomes unsecured, the collateral coverage covenant will be replaced by an asset coverage covenant (based

on the book value of eligible assets of the Continuing Guarantors) of 2.0x the committed facility size, tested monthly
and upon certain dispositions or encumbrances of eligible assets of the Continuing Guarantors.

First Lien Term Loan

In connection with entering into the Revolving Facility described above, the Company repaid in full and terminated
the First Lien Term Loan. Also, in the third quarter, the Company also terminated its $350 million Amended and
Restated Letter of Credit Facility, dated as of February 18, 2011, with Bank of America, N.A. acting as administrative
agent and letter of credit issuer (the “Prior L/C Agreement”) and all letters of credit issued under the Prior L/C
Agreement were rolled over and deemed issued under the Revolving Facility. The Company did not pay any early
termination penalties or call premiums in connection with the termination of either the First Lien Term Loan or the
Prior L/C Agreement.

The extinguishment of the First Lien Term Loan decreased third quarter interest expense by $85 million, reflecting
accelerated FSA accretion, and resulted in a loss on debt extinguishment of approximately $153 million, reflecting
accelerated deferred fee recognition along with commitment and arrangement fees paid under the Revolving Facility.
The First Lien Term Loan carried an interest rate of LIBOR + 4.50% with a 1.75% LIBOR floor.

Series A and Series C Notes

In March 2011, the Company issued $2 billion of new Series C Notes, consisting of $1.3 billion of three-year 5.25%
fixed rate notes due in 2014 and $700 million of seven-year 6.625% fixed rate notes due in 2018. The covenants in the
new Series C Notes are generally consistent with covenants in investment grade-rated bonds. The proceeds of the
transaction were used in May 2011, in conjunction with available cash, to redeem the $2.5 billion of 7% Series A
Notes as discussed below.

The Series A Notes and Series C Notes are generally secured by second-priority security interests in all the assets
securing the Revolving Facility. The 2014 Series A Notes Indentures, which were repaid in full in October 2011,
limited the ability of the Company and the Company’s restricted subsidiaries 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. The 2015-2017 Series A Notes and Series C
Notes Indentures limit the Company’s ability to create liens, merge or consolidate, or sell, transfer, lease or dispose of
all or substantially all of its assets. Under the terms of the Series A Notes, the Company is required to use certain cash
collections to repay Series A Notes on an accelerated basis as part of the Cash Sweep; there is no such requirement
under the Series C Notes.

The guarantees and collateral for the Series C Notes will be released upon the Series C Notes receiving an investment
grade rating from each of Moody’s and S&P after giving effect to the release. In addition, the guarantees and/or
collateral for the Series C Notes will be automatically released if the same guarantees and/or collateral for the Series A
Notes are released at the same time or if the Series A Notes have been paid off in full.

In the event of a Change of Control as defined in the 2014 Series A Indentures, holders of the Series A Notes will
have the right to require the Company, as applicable, to repurchase all or a portion of the Series A Notes at a purchase
price equal to 101% of the principal amount, plus accrued and unpaid interest to the date of such repurchase.

Upon a Change of Control Triggering Event as defined in the 2015 — 2017 Series A Indentures and Series C Indentures,

holders of the 2015 — 2017 Series A Notes and Series C Notes will have the right to require the Company, as
applicable, to repurchase all or a portion of the Series C Notes at a purchase price equal to 101% of the principal
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amount, plus accrued and unpaid interest to the date of such repurchase.

In October 2011, CIT redeemed the remaining $461 million of Series A Notes maturing in 2014 and repurchased at a
discount approximately $210 million and $100 million of Series A Notes maturing in 2016 and 2017, respectively;
approximately $6.5 billion of Series A Notes remain outstanding after these transactions. Following the redemption in
full of the 2014 Series A Notes in October 2011, most of the restrictive covenants granted under the Series A Notes, as
part of CIT's restructuring in 2009, were eliminated. In aggregate, these actions will increase fourth quarter interest
expense by approximately $70 million for the acceleration of FSA discount accretion and prepayment penalties, and
result in a gain on debt extinguishment of approximately $10 million.
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During the 2011 third quarter, CIT redeemed approximately $1.5 billion of its Series A Notes, as follows:

CIT repurchased approximately $300 million of Series A Notes maturing in 2014 and approximately $160 million of
Series A Notes maturing in 2017 using available cash. The repurchases resulted in third quarter increased interest
" expense of $19 million reflecting acceleration of FSA discount accretion, and a $6 million gain on debt
extinguishment.
On September 30, 2011, CIT redeemed $1 billion of Series A Notes maturing in 2014 at a price of 102% of the
- aggregate principal amount. The redemption increased third quarter interest expense by approximately $88 million
reflecting acceleration of FSA discount accretion and prepayment penalties.
During the 2011 second quarter, CIT redeemed $2.5 billion of 7% Series A Notes at a redemption price of 102% of
the aggregate principal amount. This redemption included approximately $1.1 billion principal amount of remaining
2013 Series A Notes and approximately $1.4 billion principal amount of the 2014 Series A Notes. The acceleration of
FSA amortization on these Notes increased second quarter interest expense by $113 million, approximately $66
million for the 2013 maturities and $47 million for the 2014 maturities.

During the 2011 first quarter, CIT redeemed $1.0 billion of the 7% Series A Notes due in 2013 at a redemption price
of 102% of the aggregate principal amount redeemed. The acceleration of FSA amortization on the Series A Notes
was $25 million and resulted in an increase to interest expense.

In June 2011, we completed an Exchange Offer and Consent Solicitation for outstanding 7% Series A Notes, other
than the Series A Notes that mature in 2014, and the company received the requisite consents to adopt proposed
amendments to the indenture of Series A Notes that mature in 2015, 2016 and 2017.

At the Offer Expiration, tenders with consents or separate consents were received from holders of approximately
$10.9 billion in aggregate principal amount of Series A Notes, made up of $8.76 billion (pre-FSA) Series A Notes
tendered and accepted for exchange, and $2.17 billion Series A Notes separately consented, including a majority of
each maturity of Series A Notes. As a result, $8.76 billion principal amount of Series C Notes (pre-FSA) with the
same interest rate and interest payment dates, but maturing one business day later than the Series A Notes for which
they were exchanged, were issued in exchange for the Series A Notes tendered and accepted.

Consents were solicited to replace the covenants and events of default in the 2015 — 2017 Series A Notes Indentures
with the same covenants and events of default as those in the Indenture that govern the existing 5.250% Series C
Notes due 2014 and 6.625% Series C Notes due 2018, except that the Cash Sweep covenant was retained in the 2015 —
2017 Series A Notes Indentures as amended. The covenants in the Series C Notes are materially less restrictive than
those in the Series A Notes and are more consistent with covenants of investment-grade rated bonds.

Approximately $27 million of consent fees were paid to Series A Note holders that delivered consents and were
capitalized and will be amortized as an adjustment of interest expense over the life of the Series C Notes issued in
exchange.

Series B Notes

During the 2011 first quarter, we redeemed the remaining $0.75 billion of 10.25% Series B Notes at a redemption
price of 102% of the aggregate principal amount redeemed. The acceleration of FSA accretion on the Series B Notes

was $14 million and resulted in a decrease to interest expense.

Other Secured Borrowings
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These secured borrowings are comprised largely of securitization financings. At September 30, 2011, we had other
secured borrowings of $9.3 billion, which was down $551 million for the quarter reflecting repayments on existing
structures corresponding to receivable repayments.

GSI Facility

The GSI Facility is a long-term committed financing facility with Goldman Sachs International (“GSI”), which is
structured as a Total Return Swap (TRS), and has a maximum notional amount of $2.125 billion at September 30,
2011. At
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September 30, 2011, a total of $2,695.6 million, after FSA, of financing and leasing assets, comprised of $1,021.6
million in Corporate Finance, $575.8 million in Consumer and $1,098.2 million in commercial acrospace in
Transportation Finance, were pledged in conjunction with $1,239.3 million in secured debt issued to investors under
the GSI Facility. After adjustment to the amount of actual qualifying borrowing base under terms of the GSI Facility,
this $1,239.3 million of secured debt provided for usage of $916.6 million of the maximum notional amount of the
GSI Facility at September 30, 2011. The remaining $1,208.4 million of the maximum notional amount represents the
unused portion of the GSI Facility and constitutes the notional amount of a derivative financial instrument. Actual
terms of the facility, including facility usage and collateral coverage, are measured on a pre-FSA basis.

Unsecured counterparty receivable of $534.0 million, net of FSA, is owed to CIT from GSI for debt discount, return
of collateral posted to GSI and settlements resulting from market value changes to asset-backed securities underlying
the structure at September 30, 2011.

The GSI Facility was originally executed on June 6, 2008, and under an October 28, 2009 amendment, the maximum
notional amount of the GSI Facility was reduced from $3.0 billion to $2.125 billion. During the first half of 2008, CIT
experienced significant constraints on its ability to raise funding through the debt capital markets and access the
Company’s historical sources of funding. The GSI Facility provided a swapped rate on qualifying secured funding at a
lower cost than available to CIT through other funding sources. The GSI Facility was structured as a TRS to satisfy
the specific requirements to obtain this funding commitment from GSI. Pursuant to applicable accounting guidance,
only the unutilized portion of the TRS is accounted for as a derivative and recorded at fair value. Under the terms of
the GSI Facility, CIT raises cash from the issuance of Asset Backed Securities (“ABS”) to investors designated by GSI
under the TRS, equivalent to the face amount of the ABS less an adjustment for any Original Issue Discount (OID)
which equals the market price of the ABS. CIT is also required to deposit a portion of the face amount of the ABS
with GSI as additional collateral prior to funding ABS through the TRS facility.

Amounts deposited with GSI can increase or decrease over time depending on the market value of the ABS and / or
changes in the ratings of the ABS. CIT and GSI engage in periodic settlements based on the timing and amount of
coupon and principal payments actually made on the ABS. GSI is obligated to return those same amounts to CIT plus
a proportionate amount of the initial deposit.

CIT is obligated to pay GSI (1) principal in an amount equal to the initial market price less the initial deposit, in each
case, as a percentage of the ABS times the principal amount returned by GSI and (2) interest equal to LIBOR times
the adjusted qualifying borrowing base of the ABS. On a quarterly basis, CIT pays the fixed facility fee of 2.85% per
annum times the maximum facility commitment amount, currently $2.125 billion, to GSI.

Valuation of the derivative related to the GSI Facility is based on several factors using a discounted cash flow (DCF)
methodology, including:

- CIT’s funding costs for similar recent secured financings based on the current market environment;
- Forecasted usage of the long-dated GSI Facility through the final maturity date in 2028; and
Forecasted amortization, including prepayment assumptions, due to principal payments on the underlying ABS,
" which impacts the amount of the unutilized portion.
Based on the Company’s valuation, it was determined that the derivative had no value at September 30, 2011.

Interest expense related to the GSI Facility is affected by the following:

- A fixed facility fee of 2.85% per annum times the maximum facility commitment amount, currently $2.125 billion

_ A variable amount based on one-month or three-month USD LIBOR times the “utilized amount”(effectively the
“adjusted qualifying borrowing base”) of the TRS, and

- A reduction in interest expense due to the recognition of the payment of any OID from GSI on the various ABS.
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2011 New and Renewed Facilities
During the third quarter, in addition to the Revolving Facility mentioned above, CIT also renewed a $550 million
committed conduit facility at a lower cost and with a longer term. The facility has a committed revolving period that

expires in
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September 2013 and has a final maturity in November 2013. Total committed facilities approximated $6.4 billion,
with $3.0 billion undrawn at September 30, 2011.

During the second quarter, CIT 1) received $150 million of secured aircraft funding through a newly established
facility guaranteed by the Export-Import Bank of the United States; 2) closed a new RMB 1.8 billion (approximately
$280 million, based on latest exchange rate) committed Vendor Finance China facility. The committed availability
period of the facility expires in June 2013 with a three year final maturity for each drawdown under the facility; and 3)
renewed a £100 million committed U.K. Vendor Finance securitization facility at significantly lower cost.

In the first quarter, CIT renewed its $1 billion committed U.S. Vendor Finance conduit facility, with significantly
reduced costs, increased advance rate and lengthened term. The committed revolving period of the facility now
expires in March 2013 and the facility has a final maturity in 2020.

Cash Sweep and Required Cash Sweep Payments

Under the terms of the Series A Notes, the Company is required to use certain cash collections to repay the Revolving
Facility and Series A Notes on an accelerated basis (the “Cash Sweep”’). The Company may also use amounts in the
Cash Sweep Accounts for certain designated purposes. The terms of the Series A Notes still require Cash Sweep
payments to be made in order of priority first to the Revolving Facility and once all outstanding obligations under the
Revolving Facility have been paid off in full, then to repay or redeem the Series A Notes (including purchases of
Series A Notes in open market transactions, pursuant to tender offers or otherwise). The Revolving Facility may be
prepaid and re-borrowed from time to time at the option of CIT.

The Cash Sweep account totaled $1,186.2 million at September 30, 2011, which included restricted investments and
cash, compared to $2,533.7 million at June 30, 2011 and $1,229.8 million at December 31, 2010. The sequential
decrease resulted from prepayments on the First Lien Term Loan and the Revolving Facility in the third quarter.

Debt Ratings

Our debt ratings at September 30, 2011 are presented in the following table. The table includes the credit ratings on
the newly issued Revolving Facility. Other changes since December 31, 2010 relate to the ratings on the Series C
Notes that were issued in March 2011, and the omission of ratings on the Series B Notes that were repaid in January
2011. The Series C Notes ratings are equivalent to the ratings on the Series A Notes.

Debt Ratings as of September 30, 2011

. Moody’s
S&P.Ratlngs Investors DBRS
Services .
Service

Issuer / Counterparty Credit Rating B+ B2 B (High)
Revolving Facility Rating (1st Lien Debt) BB Ba3 BB
2nd Lien Debt Rating (Series A and C) B+ B2 B (High)
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 counterparties 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.
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Rating agencies indicate that they base their ratings on many quantitative 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 legislative 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.
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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.

Tax Implications on Cash in Foreign Subsidiaries

Cash and short term investments held by foreign subsidiaries at September 30, 2011 and December 31, 2010 totaled
$2.6 billion and $2.3 billion, respectively.

As a general matter, the Company is asserting indefinite reinvestment for the unremitted earnings in its foreign
subsidiaries, except for certain deemed dividend inclusions under U.S. tax rules and the investment in one of our
foreign subsidiaries.

One of the Company’s 2011 priorities is to grow its business, including expanding internationally. The Company plans
on reinvesting earnings to expand its existing businesses across various jurisdictions, acquire new businesses, and
invest in new IT initiatives. Specifically, our Commercial Aerospace business has future new aircraft delivery
commitments of approximately $8 billion through 2019 and expects to lease these aircraft into various jurisdictions
globally. In the Vendor Finance segment, the Company expects to continue to finance products to existing and new
customers by partnering with manufacturers and resellers in approximately 20 countries across Latin America,
Canada, Europe and Asia.

While CIT does not currently intend to repatriate cash related to earnings currently residing in our foreign
subsidiaries, we will continue to remit cash held by foreign subsidiaries as part of the Company’s cash management
efforts on a non-taxable basis, for instance by repaying intercompany debt obligations.

The Company will accrue U.S. federal and applicable foreign withholding taxes on unremitted international earnings

if it decides to reverse its indefinite reinvestment assertions. If these assertions are reversed, the Company does not
expect to pay U.S. federal income taxes on any distributions except for Alternative Minimum Taxes, which would be
fully creditable on a prospective basis, until the U.S. federal net operating losses (“NOLs”) have been fully utilized. The
federal NOLs were approximately $4 billion at December 31, 2010. Any applicable foreign withholding taxes would

be payable at the time of any future cash distribution.

Contractual Payments and Commitments

The following tables summarize significant contractual payments and contractual commitment expirations at
September 30, 2011. Certain amounts in the payments table are not the same as the respective balance sheet totals,
because 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 September 30(/) (dollars in millions)

Total 2012 2013 2014 2015 2016 2017+
Secured borrowings(?) $9,996.1 $1,2442 $1311.5 $938.1 $687.3 $8339 $4981.1
1st Lien Revolving Facility (Revolver) 1,075.0 — — — 1,075.0 — —
Other Debt 135.8 0.8 — — — — 135.0
Series A Notes(3) 7,317.7 461.1 — — 1,601.7 2,165.4 3,089.5
Series C Notes - Exchanged 8,765.0 — — — 1,554.2 3,0945 4,116.3
Series C Notes 2,000.0 — — 1,300.0 — — 700.0

Total Long-term borrowings 29.289.6 1,706.1 1,311.5 2,238.1 4,918.2 6,093.8 13,021.9
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Deposits 4,939.2 1,587.9 1,189.2 958.9 522.8 523.0 157.4
Credit balances of factoring clients 1,092.9 1,0929 — — — — —
Lease rental expense 275.2 34.7 31.5 30.0 28.3 274 123.3
Total contractual payments $35,596.9 $4,421.6 $2,532.2 $3.227.0 $5,469.3 $6,644.2 $13,302.6

() Projected payments of debt interest expense and obligations relating to postretirement programs are excluded.
@  Includes non-recourse secured borrowings, which are generally repaid in conjunction with the pledged
receivable maturities.
Series A Notes for the twelve months ended September 30, 2012 reflect redemption of $461 million of Series A
3) 2014 Notes, which CIT announced in September would be redeemed in October 2011. Series A Notes for the
twelve months ended 2016 and 2017 include approximately $210 million and $100 million, respectively, which
were redeemed in open market purchases in October 2011.
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Commitment Expiration by twelve month periods ended September 30 (dollars in millions)

Total 2012 2013 2014 2015 2016+
Financing commitments(/) $2.636.9 $1529 $5163 $271.6 $3029 $1,393.2
Aerospace and other manufacturer purchase 8.531.2 14780 7384 386.3 830.1 4.598.4
commitments(?)
Letters of credit 3333 130.0 40.8 7.9 38.3 116.3
Deferred purchase credit protection agreements 2,025.6 2,025.6 — — — —
Gugraqtees, acceptances and other recourse 6.3 12.3 93 3.0 01 11
obligations
Total contractual commitments $13,553.3 $3,798.8 $1,305.3 $1,168.8 $1,171.4 $6,109.0
(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 2013, therefore the remaining balance is reflected in 2013.

Financing commitments declined from $3.1 billion at December 31, 2010 to $2.6 billion at September 30, 2011. The
table above includes approximately $0.4 billion of commitments at September 30, 2011 and $0.7 billion at December
31, 2010 that were not available for draw due to requirements for collateral availability or covenant conditions
existing at September 30, 2011. At September 30, 2011, unfunded commitments related to lead agented asset-based
loans totaled $312 million, down from $377 million at December 31, 2010.

At September 30, 2011, substantially all financing commitments were senior facilities, with approximately 55%
secured by equipment or other assets and the remainder comprised of cash flow or enterprise value facilities. CIT is
lead agent in approximately 28% of the facilities. Most of our undrawn and available financing commitments are in
Corporate Finance. The top ten undrawn commitments totaled $305 million at September 30, 2011.

Risk Weighted Assets

For a BHC, capital adequacy is based upon risk-weighted asset ratios calculated in accordance with quantitative
measures established 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 is presented below:

Risk-Weighted Assets (dollars in millions)

September June 30, December

30, 2011 31,

2011 2010
Balance sheet assets $44,477.8 $48,009.6 $50,958.2
Risk weighting adjustments to balance sheet assets(”)  (11,646.0) (14,852.3) (16,029.5)
Off balance sheet item(?) 11,801.2 10,871.8 9,248.0
Risk-weighted assets $44,633.0 $44,029.1 $44,176.7

() June balances have been conformed to current period presentation of goodwill.
oy  Primarily reflects commitments to purchase aircraft and for unused lines of credit and letters of credit. See Note
9 — Regulatory Capital for more information.
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Regulatory Capital
The Company is subject to various regulatory capital requirements 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.

Regulatory Capital and Ratios (dollars in millions)

CIT CIT CIT
September December
June 30,

30, 2011 3L,

2011 2010
Tier 1 Capital
Total stockholders’ equity $8,903.5 $8,941.5 $8,916.0
Effect of certain items in accumulated other comprehensive
loss excluded from Tier 1 Capital (2.6 ) (9.5 ) (33 )
Adjusted total equity 8,900.9 8,932.0 8,912.7
Less: Goodwill# 2706 ) (2724 ) (774 )
Disallowed intangible assets (73.5 ) (4.1 ) (1192 )
Investment in certain subsidiaries (32.6 ) (353 ) (334 )
Other Tier 1 components(Z) (65.8 ) (627 ) (652 )
Total Tier 1 Capital 8,458.4 8,477.5 8,417.5
Tier 2 Capital
Qualifying reserve for credit losses 437.0 4393 416.2
Less: Investment in certain subsidiaries (32.6 ) (353 ) (334 )
Other Tier 2 components(2) 0.1 2.6 0.2
Total Tier 2 Capital 404.5 406.6 383.0
Total Capital (Tier 1 and Tier 2 Capital) $8,862.9 $8,884.1  $8,800.5
Risk-weighted assets $44,633.0 $44,029.1 $44,176.7
Tier 1 Capital Ratio(?) 19.0 % 193 % 19.1 %
Total Capital Ratio 19.9 % 20.2 % 19.9 %
Tier 1 Leverage Ratio 18.1 % 17.1 % 16.2 %
CIT Bank Ratios:
Tier 1 Capital Ratio 40.3 % 47.5 % 574 %
Total Capital Ratio 41.1 % 48.1 % 57.7 %
Tier 1 Leverage Ratio 26.5 % 274 % 24.2 %

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.

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.

For the Company, the Tier 1 Capital Ratio equates to Tier 1 Common Equity Ratio since the Company
has only common equity.

O] June balances have been conformed to current period presentation of goodwill.

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 capitalized, a BHC generally must maintain Tier 1 and Total Capital Ratios of at least 6% and 10%,

€]

(@)

3
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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%.
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On August 12, 2009, CIT entered into a Written Agreement with the Federal Reserve Bank of New York (the
“FRBNY”). Among other requirements, the Written Agreement requires regular reporting to the FRBNY and prior
written approval by the FRBNY for payment of dividends and distributions and the purchase or redemption of stock.

Basel 111

In December 2010, the Basel Committee on Banking Supervision released its final framework for strengthening
international capital and liquidity regulation (“Basel III"’). Basel III requirements include higher minimum capital ratios,
increased limitations on qualifying capital, minimum liquidity requirements and a more constrained leverage ratio
requirement. The U.S. bank regulatory agencies have not yet set forth a formal timeline for a notice of proposed
rulemaking or final adoption of regulations responsive to Basel III. However, they have indicated informally that a
notice of proposed rulemaking is expected to be released by year-end 2011, with final amendments to regulations
becoming effective in 2012.

Basel I1I revisions governing capital requirements are subject to a prolonged and phased-in transition period which
begins on January 1, 2013, with full implementation on January 1, 2019. If Basel III is fully implemented in the U.S.
as currently proposed, CIT will be required to maintain risk-based capital ratios at January 1, 2019 as follows:

Minimum Capital
Requirements - January
1,2019

Tier 1 Tier1 Total
Comm

Equity Oélapltal Capital

Stated minimum Ratio 45% 6.0 % 80 %

Capital conservation buffer 2.5% 2.5 % 2.5 %

Effective minimum ratio  7.0% 8.5 % 10.5%

In addition, Basel III also includes a countercyclical buffer of up to 2.5% that regulators could require in periods of
excess credit growth.

Given our current capital ratios, capital composition and liquidity position, we expect the impact of Basel I1I to be
minimal. However, the final impact will not be completely known until the U.S. banking regulators finalize the
rulemaking to implement Basel III.

CIT BANK

CIT Bank is a state-chartered bank headquartered in Salt Lake City, Utah and is the Company’s principal bank
subsidiary. CIT Bank originates and funds lending activity of various business segments. During the third quarter, CIT
Bank originated nearly 80% of CIT Group’s new U.S. origination volume.

Loan origination activity within CIT Bank continued to increase with committed loan volume up 10% from the prior
quarter to $1.2 billion. Funded loan volume was $835 million, up modestly from the prior quarter. Both committed
and funded volume were significantly above the 2010 third quarter. Total assets were $7.5 billion, up from $6.9
billion at June 30, 2011. Total loans were $6.3 billion, up from $5.7 billion at June 30, 2011. Total loans included $2.9
billion of commercial loans at September 30, 2011, up from $2.2 billion at June 30, 2011. Cash was $0.8 billion at
September 30, 2011, essentially unchanged from June 30, 2011. Total deposits were $4.9 billion, up from $4.4 billion.
During the third quarter, the Bank issued approximately $580 million of CDs at an average rate of approximately
1.5% that replaced maturing CDs at higher rates. CIT Bank’s Total Capital ratio was 41.1% and the Tier 1 Leverage
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ratio was 26.5%.

CIT Bank continued to expand its business activities. In July the U.S. Vendor Finance platform transferred into CIT
Bank, complementing the Bank’s existing middle-market lending activities through Corporate Finance and its small
business lending activities, which were transferred in during the 2011 first quarter. New business volume is originated
in CIT Bank, while the Bank services the pre-existing portfolio, which was not part of the transfers. As previously
disclosed, the Federal
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Deposit Insurance Corporation (FDIC) and the Utah Department of Financial Institutions (UDFI) terminated their

Cease and Desist orders on CIT Bank in April.

In October, CIT Bank launched an online bank that currently offers a range of competitively priced, FDIC-insured

Certificates of Deposit (www.bankoncit.com).

The following presents condensed financial information for CIT Bank.

CONDENSED BALANCE SHEETS (dollars in millions)

September December

30, 31,

2011 2010
ASSETS:
Cash and deposits with banks $817.9 $1,299.1
Assets held for sale 566.7 16.6
Net loans 5,684.6 5,224.2
Other assets 464.4 512.8

Total Assets $7,533.6 $7,052.7

LIABILITIES AND EQUITY:
Deposits and long-term borrowings $5,487.7  $5,186.5

Other liabilities 80.8 34.0
Total Liabilities 5,568.5 5,220.5
Total Equity 1,965.1 1,832
Total Liabilities and Equity $7,533.6 $7,052.7

CONDENSED STATEMENTS OF OPERATION (dollars in millions)

Interest income

Interest expense

Net interest revenue

Provision for credit losses

Net interest revenue, after credit provision
Total other income

Total net revenue, net of interest expense and credit provision
Total other expenses

Income before income taxes

Provision for income taxes

Net income

84

Quarters Ended
September 30
2011 2010 2011

$65.7 $735 $ 196.2
(29.7) (30.3) (835
36.0 432 112.7
(133) (35 ) (281
22.7 39.7 84.6
250 54 52.6
477 451 137.2
179) ©3 ) (@391
29.8 35.8 98.1
11.3) (12.8) (422

$18.5 $23.0 §$ 559

2010

$ 239.1
(87.9
151.2
(16.2
135.0
29.6
164.6
(32.0
132.6
(50.1

$ 825

Nine Months Ended September 30
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SELECT QUARTERLY FINANCIAL DATA

(dollars in millions, except per share data)

Select Statement of Operations Data
Net interest revenue

Provision for credit losses

Total other income

Total other expenses

Income (loss) before provision for income taxes

Net (loss) income

Per Common Share Data

Income (loss) income per share - diluted
Book value per common share

Tangible book value per common share
Performance Ratios

Return on average common stockholders’ equity
Net finance revenue as a percentage of average

earning assets

Return on average total assets

Total ending equity to total ending assets
Balance Sheet Data

Loans including receivables pledged
Allowance for loan losses

Operating lease equipment, net

Goodwill and intangible assets, net

Total cash and short-term investments
Total assets

Total debt and deposits

Total common stockholders’ equity

Credit Quality

Non-accrual loans as a percentage of finance
receivables

Net credit losses as a percentage of average
finance receivables

Reserve for credit losses as a percentage of
finance receivables

Financial Ratios

Tier 1 Capital

Total Risk-based Capital

At or for the Quarters Ended

September
30,2011
$091.0 )
478 )
642.8
(489.8 )
14.2
163 )
$0.08 )
$44.38
$42.69
0.73 %
2.30 %
0.14 %
20.02 %
$21,812.3
4145 )
11,191.0
338.0
7,339.1
44.,477.8
31,959.9
8,903.5
4.19 %
0.84 %
1.90 %
19.0 %
19.9 %

June 30,
2011

$(203.6
(84.7
657.8
(391.3
(21.8
(48.0

$(0.24
$44.58
$42.84

(2.14
0.80

(0.39
18.63

$22,284.7
(424.0
10,920.4
348.6
10,055.7
48,009.6
35,319.2
8,941.5

4.76
0.96

1.90

19.3
20.2

)%
%
)%

)

%
%

%

%
%

September
30,
2010

$104.0
(165.1 )
687.2
(3905 )
235.6
115.8

$0.58
$44.48
$42.50

5.27 %
3.44 %

0.85 %
1653 %

$27,237.0
(4255 )
10,966.8
418.9
11,201.7
53,510.1
41,1411
8,849.3

7.44 %
1.40 %

1.56 %

18.4 %
19.3 %

At or for the Nine
Months Ended

September 30

2011

2010

$(350.3 ) $593.6

(2559 )
1,992.1
(1,258.0)
127.9
1.3

$0.01
002 %
178 %
0.00 %
140 %

() Reflects previously restated balances as disclosed in the Company's December 31, 2010 Form 10-K

(6379 )
2,019.8
(1,280.8)
694.7
442.0
$2.20
6.77 %
417 %
1.04 %
120 %
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Quarterly Average Balances(!) and Associated Income (dollars in millions)

September 30, 2011 June 30, 2011 September 30, 2010
Average Interest Average Average Interest Average Average Interest Average
Balance Rate (%) Balance Rate (%) Balance Rate (%)
Deposits with banks  $6,957.1  $6.5 037 % $6,712.6 $5.0 0.30 % $10,415.7 $5.6 0.22 %
Investments 2,002.6 1.7 0.34 % 3,986.8 2.8 0.28 % 346.8 1.6 1.85 %
Loans and leases
(including held for
Sa]e)(z)(3)
U.S 19,3729 3674 8.06 % 19,6339 429.7 928 % 23,521.1 621.3 11.01%
Non-U.S 4,461.2 1352 12.13% 4,982.2 164.6 13.22% 5,759.0 209.6 14.58 %

Total loans and
leases®

Total interest earning
assets / interest 32,793.8 510.8 645 % 35,3155 602.1 7.04 % 40,042.6 838.1 8.58 %
income@?®)
Operating lease
equipment, net™®
U.S. Operating lease
equipment, net™®
Non-U.S. operating
lease equipment, 5,892.7 1824 12.38% 6,129.0 170.0 11.09% 6,092.4 139.1 9.13 %
net®

Total operating lease 1) o5 9847 1033% 110177 2724 989 % 109758 2360  8.60 %
equipment, net™®

Total earning assets® 43,818.8 $795.5 7.46 % 46,333.2 $874.5 7.74 % 51,0184 $1,074.1 858 %
Non interest earning

23,834.1 502.6 886 % 24,616.1 5943 10.12% 29,280.1 830.9 11.73%

5,132.3 1023 797 % 4,888.7 1024 838 % 4,883.4 96.9 7.94 %

assets

Cash due from banks 318.2 287.2 257.6

Allowance for loan

losses 413.7 ) (405.8 ) (387.8 )

All other non-interest g5¢ 3.031.4 3.489.5

earning assets

Total Average Assets $46,679.3 $49,246.0 $54,377.7

Average Liabilities

Borrowings

Deposits $4,658.7 $28.4 244 % $4,253.8 $25.1 236 % $4,7104 $23.7 2.01 %
Long-term 29.259.5 5734 7.84 % 322195 7806 9.69 % 37,3216 7104  7.61 %
borrowings

E;’;?lli?;:re“'bea“ng 339182 $601.8 7.10 % 364733 $805.7 884 % 42,0320 $7341  6.99 %
U.S. credit balances

. . 1,135.9 1,118.7 941.6
of factoring clients
Non-U.S. credit
balances of factoring 1.7 35 7.7

clients
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Non-interest bearing
liabilities,
noncontrolling
interests and
shareholders' equity
Other liabilities 2,666.8 2,686.3 2,599.1
Noncontrolhng 29 )3 53 )
interests
Stockholders’ equity ~ 8,954.5 8,961.9 8,802.6

Total Average

Liabilities and $46,679.3 $49,246.0 $54,377.7

Stockholders’ Equity

Net revenue spread 0.36 % (1.10)% 1.59 %
Impa}Ct of non-interest 146 % 171 % 113 %
bearing sources

Net revenue/yield on $193.7 1.82 % $68.8  0.61 % $340.0 272 %
earning assets®)
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Nine Month Average Balances!) and Associated Income (dollars in millions)

Deposits with banks
Investments

Loans and leases (including held for sale)®()
U.S

Non-U.S

Total loans and leases®

Total interest earning assets / interest income(3)
Operating lease equipment, net®

U.S. Operating lease equipment, net®
Non-U.S. operating lease equipment, net(*)
Total operating lease equipment, net®)

Total earning assets®)

Non interest earning assets

Cash due from banks

Allowance for loan losses

All other non-interest earning assets

Total Average Assets

Average Liabilities

Borrowings

Deposits

Long-term borrowings

Total interest-bearing liabilities

U.S. credit balances of factoring clients
Non-U.S. credit balances of factoring clients
Non-interest bearing liabilities, noncontrolling
interests and shareholders' equity

Other liabilities

Noncontrolling interests

Stockholders’ equity

September 30, 2011
Average Interest Average
Balance Rate (%)

$79153 $17.8 0.30 %
2,192.2 59 0.36 %

19,643.1  1,264.5 9.08 %
4,843.9 467.9 12.89%
24,487.0 11,7324 9.86 %
34,5945 1,756.1 698 %

4,980.6 312.5 8.37 %
6,095.4 4974 10.88%
11,076.0  809.9 9.75 %
45,670.5 $2,566.0 7.67 %

287.4

(4103 )

3,011.2
$48,558.8

$4,477.5  $77.9 232 %
31,383.9  2,028.5 8.62 %

35,861.4 $2,106.4 7.83 %
1,067.9

Total Average Liabilities and Stockholders’ Equity $48,558.8

Net revenue spread
Impact of non-interest bearing sources
Net revenue/yield on earning assets®)

amortization.

24

2,668.2

0.8

8,958.1
(0.16 )%
1.53 %

$459.6 1.37 %

September 30, 2010

Average
Balance

$9,903.7
348.2

25,5159
6,562.7

32,078.6
42,330.5

4,950.1
6,016.8
10,966.9
53,2974

296.6

(2521

3,538.6
$56,880.5
$4,829.6

40,012.7

)

Interest

$14.1
7.7

2,183.1
761.7

2,944.8
2,966.6

278.3
450.6

728.9
$3,695.5

$62.8

2,310.2

44,8423 $2,373.0

884.6
13.0

2,496.1
5.9
8,650.4

$56,880.5

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

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

)

Average
Rate (%)

0.19
2.95

%
%

11.82%
15.51%
12.59 %

9.55

7.50
9.99
8.86
9.40

1.73

7.70
7.06

2.34
1.03

%

%
%
%
%

%

%
%

%
%

$1,3225 337 %
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 presented. Average rates are impacted by FSA accretion and

4 Operating lease rental income is a significant source of revenue; therefore, we have presented the net revenues.
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The average long-term borrowings balances presented below 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 and prepayment
fees, which due to the annualizing, can distort the derived rate. The debt coupon rates at September 30, 2011, on a
pre-FSA basis, are as follows: Secured Borrowings — 2.27%, Revolving Facility — 2.99%, Secured Series A Notes —
7.00%, Secured Series C Notes (exchanged from Series A Notes) — 7.00%, Secured Series C Notes: $1.3 billion at
5.25% and $0.7 billion at 6.625%, and Other Debt — 6.08%. The aggregate portfolio weighted average at September 30,
2011 was 5.15%.

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

Quarters Ended

September 30, 2011 June 30, 2011 September 30, 2010
Average Interest Average Average Interest Average Average Interest Average
Balance Rate (%) Balance Rate (%) Balance Rate (%)

Secured Borrowings  $9,701.5 $110.6 4.56 % $10,038.4 $117.5 4.68 % $12,446.7 $127.2 4.09%
EIOYZL(LUIC“TCM 15684  (582) (14.84)% 3,039.8 507 668 % 35472 789  8.90%
Revolving Facility 614.2 4.7 304 % — — — — — —
Secured Series A 78012 2945 15.10 % 153630 5393 14.04% 18,959.1 4455 9.40%
Notes(2): 3)
Secured Series B
Notes(2): 3)
Secured Series C
Notes

Secured Series C
Notes(2): 3)
(Exchanged from
Series A)

Other Debt 119.0 38 1284 % 1468 44 1211% 1943 55  11.32%
Long-term borrowings $29,718.4 $573.4 7.72 % $31,855.2 $780.6 9.80 % $37,340.2 $710.4 7.61%

— — — — — — 2,1929 533 9.72%

2,000.0 30,1  6.02 % 2,000.0 301 602 % — — —

7,914.1 1879 950 % 1,267.2 386 1219% — — —

Nine Months Ended
September 30, 2011 September 30, 2010
Average

Average Interest Average Average Interest Rate

Balance Rate (%) Balance (%)
Secured Borrowings $10,131.4 $357.6 471 % $12,880.9 $396.5 4.10 %
First Lien Term Loan(- 3 2,549.9 429 224 % 5,528.8 4045 975 %
Revolving Facility 204.7 4.7 304 % — — —
Secured Series A Notes®-®  13,973.6 1,320.8 12.60% 18,882.8 11,3324 941 %
Secured Series B Notes®-3)  75.2 2.1 12.18% 2,194.7 1599 971 %
Secured Series C Notes 1,340.7 61.0 6.06 % — — —
Secured Series C Notes®: 3
(Exchanged from Series A) 3,060.4 2266 987 % — o o
Other Debt 141.7 12.8 12.07% 216.7 16.9 10.40%
Long-term borrowings $31,477.6 $2,0285 8.59 % $39,703.9 $2,310.2 7.76 %

(1)
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The reductions to interest and applicable annualized rate for the September 2011 periods reflect accelerated FSA
accretion of $85 million due to the repayment and extinguishment of the First Lien Term Loan as noted below.

2)

prepayment penalties as noted below.

3)

First Lien Term Loan - accelerated FSA

First Lien Term Loan - prepayment penalty
Secured Series A Notes - accelerated FSA
Secured Series A Notes - prepayment penalty
Secured Series B Notes - accelerated FSA
Secured Series B Notes - prepayment penalty
Total accelerated FSA and prepayment penalty

88

The increase to interest and applicable annualized rate reflect accelerated FSA accretion due to the repayment and

The interest expense for the First Lien Term Loan, Series A Notes (including those exchanged) and Series B Notes
include the following accelerated FSA accretion (amortization) and prepayment penalties:

Nine Months
Quarters Ended Ended
September 30
Septembf%] %%), September 30,
2011 2011 2010 2011 2010
$(84.6) $— $ (194 ) $(84.6) $(56.8)
— — 29.0 — 89.0
87.0 113.3 — 2250 —
20.0 50.0 — 90.0 —
— — — (13.5) —
— — — 15.0 —
$224 $1633 $ 9.6 $231.9 $32.2
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CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America (“GAAP”) requires management to use judgment in making estimates and assumptions that affect
reported amounts of assets and liabilities, the reported amounts of income and expense during the reporting period and
the disclosure of contingent assets and liabilities at the date of the financial statements. We consider accounting
estimates relating to the following to be critical in applying our accounting policies:

- Assumptions and estimates recorded upon adoption of fresh start accounting

- Allowance for Loan Losses

- Impaired Loans

- Fair Value Determinations

- Lease Residual Values

- Goodwill and Intangible Assets

- Liabilities and Tax Reserves

There have been no significant changes to the methodologies and processes used in developing estimates relating to
these items from those described in our 2010 Annual Report on Form 10-K.

INTERNAL CONTROLS

The Internal Controls Committee is responsible for monitoring and improving internal controls and overseeing the
internal controls 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. See Item 4. Controls and Procedures for more information.

NON-GAAP FINANCIAL MEASUREMENTS

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 financial 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 information. 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.
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Non-GAAP Reconciliations (dollars in millions)

Quarters Ended Nine Months Ended

Septembed 3k 30, September 30, September 30

2011 2011 2010 2011 20100
Total Net Revenues(l)
Interest income $510.8 $602.1 $838.1 $1,756.1 $2,966.6
Rental income on operating leases 408.0 417.9 397.7 1,239.2 1,241.4
Finance revenue 918.8 1,020.0 1,235.8 2,995.3 4,208.0
Interest expense (601.8) (805.7 ) (734.1 ) (2,106.4) (2,373.0)
Depreciation on operating lease equipment  (123.3) (145.5 ) (161.7 ) (4293 ) (5125 )
Net finance revenue 193.7 68.8 340.0 459.6 1,322.5
Other income 234.8 239.9 289.5 752.9 778.4
Total net revenues $428.5 $308.7 $629.5 $1,212.5 $2,100.9
Net Operating Lease Revenue®
Rental income on operating leases $408.0 $4179 $397.7 $1,239.2 $1,2414
Depreciation on operating lease equipment  (123.3) (145.5 ) (161.7 ) (4293 ) (5125 )
Net operating lease revenue $284.7 $2724  $236.0 $809.9 $728.9

Net Finance Revenue as a % of Average Earning Assets®

Quarters Ended

September 30 September 30

201131 > June 30, 2011 205’0(5) ’
Net finance revenue $193.7 230 % $68.8 0.80% $340.0 3.44%
FSA impact on net finance revenue  (64.0) (091)% 21.9 0.13% (260.5) (2.74)%
Secured debt prepayment penalties  20.0 021 % 50.0 0.52% 29.0 0.25%
Adjusted net finance revenue $149.7 1.60 % $140.7 1.45% $108.5 0.95%

Nine Months Ended September 30
2011 20104
Net finance revenue $459.6 1.78 % $1,322.5 4.17 %
FSA impact on net finance revenue (128.8) (0.64)% (1,118.9) (3.62)%
Secured debt prepayment penalties 105.0 0.36 % 89.0 0.24 %
Adjusted net finance revenue $435.8 1.50 % $292.6 0.79 %

Impacts of FSA Accretion and Debt-related Transaction Costs on Pre-tax Income (Loss)

Nine Months Ended
Quarters Ended September 30
Septembdud®,30, September 30, s)
2011 2011 2010 2011 2010
Pre-tax Income/(Loss) — Reported $142 $(21.8 ) $ 235.6 $1279 $694.7
Net FSA Accretion (excluding debt related acceleration) 94.6) (124.3) (261.1 ) (348.6) (1,141.8)
Accelerated FSA Net Discount/(Premium) on Debt
Extinguishments and Repurchases 24 113.3 (194 ) 1265 (568 )

($ amounts in millions)
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Pre-tax Loss - Excluding Net FSA Accretion (78.0) (328 ) (44.9 ) (93.8 ) (5039 )
Debt Related — Prepayment Penalties 20.0 50.0 29.0 105.0 89.0
Debt Related — Loss on Debt Extinguishments 146.6 — — 146.6  —

Pre-tax Income (Loss) — Excluding FSA Net Accretion & Debt

Related Costs $88.6 $17.2 § (159 ) $157.8 $(4149 )

September Tune 30 December September
Earning Assets® 30, 2011 >3], 30,

2011 2010 20100
Loans $21,812.3 $22,284.7 $24,500.5 $27,237.0
Operating lease equipment, net 11,191.0 10,9204 11,136.7 10,966.8
Assets held for sale 1,512.6 1,863.5 1,218.5 887.7
Credit balances of factoring clients  (1,092.9) (1,084.9) (9353 ) (959.2 )
Total earning assets $33,423.0 $33,983.7 $35,920.4 $38,132.3

Total net revenues are the combination of net finance revenue and other income and are an aggregation of all
() sources of revenue for the Company. Total net revenues are used by management to monitor business
performance.
Total net operating lease revenue is the combination of rental income on operating leases less depreciation on
(@) operating lease equipment. Total net operating lease revenues are used by management to monitor portfolio
performance.
3) Average Earning Assets are computed for the respective period and utilized in certain revenue and expense ratios.
See Earning Assets for components.
@ Earning assets reflect point in time balances. Earning assets are net of credit balances of factoring clients. This net
amount represents the amounts we fund.
) Reflects previously restated balances as disclosed in the Company’s December 31, 2010 Form 10-K.
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Non-accrual Loans (including assets held for sale) After and Before Fresh Start Accounting(?

Non-accrual
Loans After
and Before
Fresh Start
Accounting

Corporate
Finance
Non-accrual
loans

Total loans
Non-accrual
loans as a
percentage of
total loans
Transportation
Finance
Non-accrual
loans

Total loans
Non-accrual
loans as a
percentage of
total loans
Trade Finance
Non-accrual
loans

Total loans
Non-accrual
loans as a
percentage of
total loans
Vendor
Finance
Non-accrual
loans

Total loans
Non-accrual
loans as a
percentage of
total loans
Consumer
Non-accrual
loans

Total loans

September
30,
2011

Post-FSA

$683.6

7,165.5

9.54 %

54.5
1,347.7

4.05 %

94.0
2,551.1

3.68 %

81.0
3,864.7

2.10 %

0.6

6,883.3
0.01 %

September

FSA
Ad]ustm?zﬁ1
Pre-FSA
$99.8 $783.4
3673 7,532.8
1040 %
7.3 61.8
87.1 1,434.8
431 %o
— 94.0
— 2,551.1
3.68 %
15.0 96.0
77.4 3,942.1
243 %o
0.1 0.7
4094 17,2927
0.01 %

June 30,
2011

Post-FSA

$804.4

7,423.9

10.84 %

56.0
1,356.3

4.13 %

73.4
2,538.4

2.89 %

127.2
3,940.4

3.23 %

0.8

7,025.7
0.01 %

FSA June 30,
Adjustmen011
Pre-FSA
$122.0 $926.4
459.1 7,883.0
11.75
7.5 63.5
102.2 1,458.5
4.36
— 73.4
— 2,538.4
2.89
20.5 147.7
107.3 4,047.7
3.65
0.2 1.0
430.8 7,456.5
0.01

%

%

%

%

%

December
31,
2010

Post-FSA

$1,239.8

8,482.2

14.62

63.2
1,388.9

4.55

164.4
2,387.4

6.89

147.9
4,166.1

3.55

0.7

8,075.9
0.01

%

%

%

%

%

FSA December
Ad]ustmen&s01 0
Pre-FSA
$3472 $1,587.0
1,089.1 9,571.3
16.58
8.1 71.3
147.9 1,536.8
4.64
— 164.4
— 2,387.4
6.89
25.0 172.9
181.9 4,348.0
3.98
0.7
508.7 8,584.6
0.01
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Non-accrual

loans as a

percentage of

total loans

Total

Ezgaccmal $913.7  $1222 $1,0359  $1,061.8  $1502 $12120  $1,6160  $3803  $1,9963
Total loans $21,812.3 $941.2 $22,753.5 $22,284.7 $1,099.4 $23,384.1 $24,500.5 $1,927.6 $26,428.1
Non-accrual

loans as a

percentage of

total loans

4.19 % 4.55 % 4.76 % 5.18 % 6.60 % 7.55 %o

Non-accrual loans are presented after and before fresh start accounting adjustments as an aid to trend analysis. As a
(Dresult of fresh start accounting, the resulting metrics are not comparable to prior balances. Loans included in held
for sale no longer have FSA adjustments.

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,” “estimate,” “forecast,” “intend,” “plan,” “potential,”
“target” and similar expressions are generally intended to identify forward-looking statements. Any forward-looking
statements contained 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:

EEINT3

our liquidity risk and capital management, including our capital, leverage, and credit ratings, our liquidity plan, and
" our plans and the potential transactions designed to enhance our liquidity and capital,
- our plans to change our funding mix and to access new sources of funding to broaden our use of deposit taking,
- 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 operational risks, including success of systems enhancements 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,
91
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- 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 differences 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,

conditions and/or changes in funding markets and our access to such markets, including commercial paper, secured
" and unsecured 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 publications 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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ITEM 4. Controls and Procedures
(a) Evaluation of Disclosure Controls and Procedures

Under the supervision of and with the participation of management, 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 September 30, 2011. Based upon that evaluation, the principal executive officer and
principal financial officer concluded that the Company’s disclosure controls and procedures were not effective as of
September 30, 2011 due to the fact that there was a material weakness in our internal control over financial reporting
as of December 31, 2010 as discussed in more detail below. Based on a number of factors, including remediation
actions taken to address the material weakness, we believe the consolidated financial statements in this Quarterly
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 conformity with generally accepted accounting principles.

As disclosed in Part II, Item 9A of the Company’s December 31, 2010 Form 10-K, management identified a series of
deficiencies that in aggregate as of December 31, 2010 were determined to be a material weakness related to the
Company’s application of Fresh Start Accounting (“FSA”). Specifically, the Company did not have effective controls
over the processes to ensure proper accretion of discounts for loan prepayments, modifications, and charge-offs. The
material weakness arose due to the complexities of applying FSA at the time of emergence from Bankruptcy and the
ongoing complexity of the processes necessary to properly record accretion.

As of September 30, 2011, 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 effectiveness. As a result, management is evaluating the operating effectiveness of the controls implemented
to ensure sustainability and will take further remediation actions as may be necessary.

The Audit Committee has directed management to monitor and test the controls implemented and develop additional
controls should any of the new controls require additional enhancement. 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 environment, 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 internal 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 continues to evaluate
and work to improve internal control over financial reporting, the Company may determine to take additional
measures to address control deficiencies or determine to modify, or in appropriate circumstances not to complete,
certain of the remediation measures described above.

Management does not expect that our disclosure controls or our internal controls over financial reporting will prevent
all errors and frauds. A control system, no matter how well conceived and operated, can provide only reasonable, not
absolute, assurance that the objectives of the control systems are met. Because of the inherent limitations in all control
systems, no evaluation of controls can provide absolute assurance that all control issues, if any, within a company
have been detected. Such limitations include the fact that human judgment in decision-making can be faulty and that
breakdowns in internal control can occur because of human failures, such as simple errors or mistakes or intentional
circumvention of the established process.
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(b) Changes In Internal Control Over Financial Reporting
Except as described above, there have been no changes in our internal control over financial reporting (as defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange Act) that occurred during the quarter ended September 30, 2011

that have materially affected, or are reasonably likely to materially affect, the Company’s internal control over
financial reporting.
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Part Two — Other Information
ITEM 1. 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 in Note 12 — Contingencies of Item 1. Consolidated
Financial Statements. In view of the inherent difficulty of predicting the outcome of Litigation matters, particularly
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, if any. In
accordance with applicable 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 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 more information about pending legal proceedings, including an estimate of certain reasonably possible
losses in excess of reserved amounts, see Note 12 — Contingencies of Item 1. Consolidated Financial Statements.

ITEM 1A. Risk Factors

For a discussion of certain risk factors affecting CIT, see Part I, Item 1A: Risk Factors, of CIT’s 2010 Annual Report
on Form 10-K and Forward-Looking Statements of this Form 10-Q.

ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds

No purchases of CIT equity securities were made during the 2011 third quarter and there were no such equity
securities that may yet be purchased under any repurchase plans or programs.
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ITEM 6. Exhibits

(a) Exhibits

3.1

3.2

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

Third Amended and 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).

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).

Indenture dated as of December 10, 2009 between CIT Group Inc. and Deutsche Bank Trust Company Americas
(incorporated by reference to Exhibit 4.1 to Form 8-K filed December 16, 2009).

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 reference to Exhibit 4.2 to Form 8-K filed December 16, 2009).

First Amendment to Series A First Supplemental Indenture among CIT, certain Guarantors named therein, and
Deutsche Bank Trust Company Americas, dated as of May 31, 2011 (incorporated by reference to Exhibit 4.4 to
Form 8-K filed June 20, 2011).

Indenture dated as of 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).

First Supplemental Indenture dated as of December 10, 2009 among 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).

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 S-3 filed January 20, 2006).

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).

Third Supplemental Indenture dated as of October 1, 2009, between CIT Group Inc. and The Bank of New York
Mellon (as successor to JPMorgan Chase Bank N.A.) relating to senior debt securities (incorporated by reference
to Exhibit 4.4 to Form 8-K filed on October 7, 2009).

Fourth Supplemental Indenture dated as of October 16, 2009 between CIT Group Inc. and The Bank of New
York Mellon (as successor to JPMorgan Chase Bank N.A.) relating to senior debt securities (incorporated by
reference to Exhibit 4.1 to Form 8-K filed October 19, 2009).

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

4.10Stanley 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).

Third Restatement Agreement dated as of August 11, 2010 among CIT Group Inc., certain subsidiaries of CIT

4.11Group Inc., Bank of America, N.A., as administrative agent and collateral agent, and the lenders party thereto
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(incorporated by reference to Exhibit 10.1 to Form 8-K filed August 12, 2010).
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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
4.12International, 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 (incorporated by reference to Exhibit 4.11 to Form 10-K filed March 10,
2011).
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
41 3Deutschland, as German national agent, ABN AMRO Bank N.V., London Branch, as British national agent, ABN
"7 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 (incorporated by reference
to Exhibit 4.12 to Form 10-K filed March 10, 2011).
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
4.14national 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 20009 fiscal
years (incorporated by reference to Exhibit 4.13 to Form 10-K filed March 10, 2011).
Form of Aircraft Head Lease between Madeleine Leasing Limited, as lessor, and CIT Aerospace International, as
| 5head lessee, relating to certain Export Credit Agency sponsored secured financings of aircraft and related assets
""" during the 2008 and 2009 fiscal years (incorporated by reference to Exhibit 4.14 to Form 10-K filed March 10,
2011).
Form of Proceeds and Intercreditor Deed among Madeleine Leasing Limited, as borrower and lessor, various
financial institutions, 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
4.16national 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 (incorporated by reference to Exhibit 4.15 to
Form 10-K filed March 10, 2011).
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 security 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 (incorporated by
reference to Exhibit 4.16 to Form 10-K filed March 10, 2011).
4.18Form 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
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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 (incorporated by reference to Exhibit 4.17 to Form 10-K
filed March 10, 2011).
Form of Aircraft Head Lease between Jessica Leasing Limited, as lessor, and CIT Aerospace International, as
4.19head lessee, relating to certain Export Credit Agency sponsored secured financings of aircraft and related assets
during the 2010 fiscal year (incorporated by reference to Exhibit 4.18 to Form 10-K filed March 10, 2011).
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Form of Proceeds and Intercreditor Deed among Jessica Leasing Limited, as borrower and lessor, 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
420  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 (incorporated
by reference to Exhibit 4.19 to Form 10-K filed March 10, 2011).
Indenture, dated as of March 30, 2011, between CIT Group Inc. and Deutsche Bank Trust Company

421 Americas, as trustee (incorporated by reference to Exhibit 4.1 to Form 8-K filed March 31, 2011).
First Supplemental Indenture, dated as of March 30, 2011, between CIT Group Inc., the Guarantors named
420 therein, and Deutsche Bank Trust Company Americas, as trustee (including the Form of 5.250% Note due

2014 and the Form of 6.625% Note due 2018) (incorporated by reference to Exhibit 4.2 to Form 8-K filed

March 31, 2011).

Second Supplemental Indenture among CIT, certain Guarantors named therein and Deutsche Bank Trust
423  Company Americas (as trustee, Series C parent collateral agent, and Series C subsidiary collateral agent),
dated as of June 15, 2011 ((incorporated by reference to Exhibit 4.1 to Form 8-K filed June 20, 2011).
Registration Rights Agreement, dated as of March 30, 2011, among CIT Group Inc., the Guarantors named
therein, and Merrill Lynch, Pierce, Fenner & Smith Incorporated, Barclays Capital Inc., Citigroup Global
Markets Inc., Deutsche Bank Securities Inc. and J.P. Morgan Securities LLC, as representatives for the initial
purchasers named therein (incorporated by reference to Exhibit 10.1 to Form 8-K filed March 31, 2011).
Registration Rights Agreement, dated as of June 15, 2011, among CIT Group Inc., the Guarantors named
4.25 therein, and Merrill Lynch, Pierce, Fenner & Smith Incorporated, as dealer-manager (incorporated by

reference to Exhibit 10.1 to Form 8-K filed June 20, 2011).

Revolving Credit and Guaranty Agreement, dated as of August 25, 2011 among CIT Group Inc., certain
426  subsidiaries of CIT Group Inc., the lenders party thereto from time to time and Bank of America, N.A., as
Administrative Agent, Collateral Agent, and L/C Issuer.
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-1 filed June 26, 2002).
Form of Financial Services Cooperation Agreement by and between Tyco International Ltd. and CIT
10.2  (incorporated by reference to Exhibit 10.3 to Amendment No. 2 to the Registration Statement on Form S-1
filed June 12, 2002).
Amended and Restated CIT Group Inc. Long-Term Incentive Plan (as amended and restated effective

4.24

10.1

10.3% December 10, 2009) (incorporated by reference to Exhibit 4.1 to Form S-8 filed January 11, 2010).
10.4% 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).
10.5% CIT Group Inc. Supplemental Savings Plan (As Amended and Restated Effective as of January 1, 2008)
' (incorporated by reference to Exhibit 10.28 to Form 10-Q filed May 12, 2008).
10.6% New Executive Retirement Plan of CIT Group Inc. (As Amended and Restated as of January 1, 2008)
' (incorporated by reference to Exhibit 10.29 to Form 10-Q filed May 12, 2008).
10.7% Letter Agreement, effective February 8, 2010, between CIT Group Inc. and John A. Thain (incorporated by
) reference to Exhibit 10.1 to Form 8-K filed February 8, 2010).
10.8% 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).
10.9% 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).
Credit Support Annex, dated June 6, 2008, between CIT Financial Ltd. and Goldman Sachs International
10.10**related to a $1.5 billion securities based financing facility (incorporated by reference to Exhibit 10.34 to Form
10-Q filed August 11, 2008).
10.11  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 10.39 to Form 10-Q filed August
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17, 2009).
Order to Cease and Desist, in the matter of CIT Bank, Salt Lake City, Utah, dated July 16, 2009, issued by the
10.12  Utah Department of Financial Institutions (incorporated by reference to Exhibit 10.40 to Form 10-Q filed
August 17, 2009).
Written Agreement, dated August 12, 2009, between CIT Group Inc. and the Federal Reserve Bank of New
York (incorporated by reference to Exhibit 10.1 of Form 8-K filed August 13, 2009).
Second Amended and Restated Confirmation and Amended and Restated ISDA Master Schedule, each dated
, October 26, 2011, between CIT Financial Ltd. and Goldman Sachs International evidencing a $1.5 billion

10.13

*
10.14 securities based financing facility (incorporated by reference to Exhibit 10.2 to Form 8-K filed November 1,
2011).
10.15 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).
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Letter Agreement, dated June 2, 2010, between CIT Group Inc. and Scott T. Parker (incorporated by

10.16 reference to Exhibit 99.3 to Form 8-K filed July 6, 2010).

10.17 Form of CIT Group Inc. Long-term Incentive Plan Restricted Stock Unit Retention Award Agreement
' (incorporated by reference to Exhibit 10.33 to Form 10-Q filed August 9, 2010).

10.18 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).

10.19 Form of CIT Group Inc. Long-term Incentive Plan Stock Option Award Agreement (One Year Vesting)
' (incorporated by reference to Exhibit 10.35 to Form 10-Q filed August 9, 2010).

10.20 Form of CIT Group Inc. Long-term Incentive Plan Stock Option Award Agreement (Three Year Vesting)
' (incorporated by reference to Exhibit 10.36 to Form 10-Q filed August 9, 2010).

1021 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).

10.22 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).

10.23 Form of CIT Group Inc. Long-term Incentive Plan Restricted Stock Unit Director Award Agreement (Initial
' Grant) (incorporated by reference to Exhibit 10.39 to Form 10-Q filed August 9, 2010).

10.24 Form of CIT Group Inc. Long-term Incentive Plan Restricted Stock Unit Director Award Agreement
) (Annual Grant) (incorporated by reference to Exhibit 10.40 to Form 10-Q filed August 9, 2010).

10.25 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).

10.26% 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).

10.27% Extension of Term of Employment Agreement, dated as of November 24, 2008, between CIT Group Inc.
' and C. Jeffrey Kanittel (incorporated by reference to Exhibit 10.36 to Form 10-K filed March 2, 2009).

10.28% Amendment to Employment Agreement, dated December 22, 2008, between CIT Group Inc. and C. Jeffrey
) Khnittel (incorporated by reference to Exhibit 10.37 to Form 10-K filed March 2, 2009).

10.29% 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).

10.30% Extension of Term of Employment Agreement, dated March 14, 2011, between CIT Group Inc. and C.

Jeffrey Knittel.
10.31* Letter Agreement, dated April 21, 2010, between CIT Group Inc. and Nelson J. Chai.
10.32*  Letter Agreement, dated April 8, 2010, between CIT Group Inc. and Lisa K. Polsky.
10.33 Form of CIT Group Inc. Long-Term Incentive Plan Restricted Stock Unit Award Agreement (with Good

Reason).
10.34 Form of CIT Group Inc. Long-Term Incentive Plan Restricted Stock Unit Award Agreement (without Good
) Reason).
10.35%% « Airbus A320 NEO Family Aircraft Purchase Agreement, dated as of July 28, 2011, between Airbus S.A.S.

and C.L.T. Leasing Corporation.
Confirmation, Credit Support Annex, and ISDA Master Agreement and Schedule, each dated October 26,
10.36** 2011, between CIT TRS Funding B.V. and Goldman Sachs International evidencing a $625 billion securities
based financing facility (incorporated by reference to Exhibit 10.1 to Form 8-K filed November 1, 2011).
Certification of John A. Thain pursuant to Rules 13a-14(a) and 15d-14(a) of the Securities Exchange
31.1 Commission, as promulgated pursuant to Section 13(a) of the Securities Exchange Act and Section 302 of
the Sarbanes-Oxley Act of 2002.
Certification of Scott T. Parker pursuant to Rules 13a-14(a) and 15d-14(a) of the Securities Exchange
31.2 Commission, as promulgated pursuant to Section 13(a) of the Securities Exchange Act and Section 302 of
the Sarbanes-Oxley Act of 2002.
30 [ . 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.
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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.

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).

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).

99.1

99.2
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XBRL Instance Document (Includes the following financial information included in the Company’s
Quarterly Report on Form 10- Q for the quarter ended September 30, 2011, formatted in XBRL (eXtensible

101.INS 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.)

101.SCH XBRL Taxonomy Extension Schema Document.
101.CALXBRL 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.
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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 confidential treatment pursuant to the Securities Exchange Act of 1934,
as amended.

Portions of this exhibit have been omitted and filed separately with the Securities and Exchange Commission
in accordance with an application for confidential treatment pursuant to the Securities Exchange Act of 1934,
as amended.

This information is furnished and not filed for purposes of Section 18 of the Securities Exchange Act of 1934
and is not incorporated by reference into any filing under the Securities Act of 1933.
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SIGNATURES

Pursuant to the requirements 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.

November 9, 2011

CIT GROUP INC.

/s/ Scott T. Parker

Scott T. Parker

Executive Vice President and
Chief Financial Officer

/s/ Carol Hayles

Carol Hayles

Senior Vice President and

Controller
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