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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 share data)

Assets

Cash and due from banks

Interest bearing deposits, including restricted balances of $1,179.0 at June 30, 2010 and
$1,420.7 at December 31, 2009

Trading assets at fair value
Assets held for saleV
Loans (see Note 3 for amounts pledged)

derivatives

Allowance for loan losses

Total loans, net of allowance for loan losses"

Operating lease equipment, net (see Note 3 for amounts pledged)™”
Unsecured counterparty receivable

Goodwill

Intangible assets, net

Other assets

Total Assets

Liabilities

Deposits

Trading liabilities at fair value derivatives

Credit balances of factoring clients

Other liabilities

Long-term borrowings, including $3,396.8 and $4,629.5 contractually due within twelve months

at June 30, 2010 and December 31, 2009, respectively"
Total Liabilities

Stockholders Equity

Common stock: $0.01 par value, 600,000,000 authorized
Issued: 200,374,631 at June 30, 2010 and 200,035,561 at December 31, 2009
Outstanding: 200,257,088 at June 30, 2010 and 200,035,561 at December 31, 2009

Paid-in capital

Retained earnings

Accumulated other comprehensive loss

Treasury stock: 117,543 shares at June 30, 2010 at cost

$

$

June 30,
2010

1,060.7

9,605.7
216.1
572.5

28,883.2
(337.8)

28,545.4
10,950.7
818.7
239.4
168.5
2,739.1

54,916.8
4,708.9
46.9
877.3
2,373.3

38,276.5

46,282.9

2.0

8,419.1

225.0
9.7
(4.0)

December 31,
2009

1,289.5

8,536.4
44.1
343.8
34,865.8

34,865.8
10,910.0
1,094.5
239.4
225.1
2,480.5

60,029.1

5,218.6
41.9
892.9
2,211.3

43,263.0

51,627.7

2.0

8,398.0
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Total Common Stockholders Equity 8,632.4
Noncontrolling minority interests 1.5
Total Equity 8,633.9

Total Liabilities and Equity $ 54,916.8

8,400.0
1.4

8,401.4

60,029.1

(1) 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
interests in those entities, which were eliminated in consolidation. The assets of the consolidated VIEs will be used to

settle the liabilities of those entities and, except for the Company s interest in the VIEs, are not available to the

creditors of CIT or any affiliates of CIT.

Assets

Interest bearing deposits, including restricted balances of $872.0 at June 30, 2010 and $655.3 at

December 31, 2009 $ 872.0 655.3
Assets held for sale 312.9 6.6
Total loans, net of allowance for loan losses 13,186.9 13,501.9
Operating lease equipment, net (see Note 3 for amounts pledged) 2,605.7 3,689.8
Total Assets $ 16,977.5 17,853.6
Liabilities

Beneficial interests issued by consolidated VIEs (classified as long-term borrowings) $ 12,047.1 13,662.7
Total Liabilities $ 12,047.1 13,662.7

See Notes to Consolidated Financial Statements.
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CIT GROUP INC. AND SUBSIDIARIES

Consolidated Statements of Operation (Unaudited) (dollars in millions except per share data)

Quarters Ended June 30,
Predecessor
CIT 2010 CIT 2009
Interest income
Interest and fees on loans $ 987.2 $ 606.5
Interest and dividends on investments 6.3 8.0
Interest income 993.5 614.5
Interest expense
Interest on long-term borrowings (784.7) (596.2)
Interest on deposits (28.9) (37.4)
Interest expense (813.6) (633.6)
Net interest revenue 179.9 (19.1)
Provision for credit losses (260.7) (588.5)
Net interest revenue, after credit provision (80.8) (607.6)
Other income
Rental income on operating leases 419.7 473.5
Other 330.6 (198.8)
Total other income 750.3 274.7
Total revenue, net of interest expense and credit
provision 669.5 (332.9)
Other expenses
Depreciation on operating lease equipment (179.0) (286.6)
Operating expenses (277.0) (293.9)
Goodwill and intangible assets impairment charges (692.4)
Total other expenses (456.0) (1,272.9)
Income (loss) before provision for income taxes 213.5 (1,605.8)
Provision for income taxes (71.1) (12.7)

Net income (loss) before attribution of noncontrolling
interests and preferred stock dividends 142.4 (1,618.5)
Loss (income) attributable to noncontrolling interests,

Six Months Ended June 30,

Predecessor
CIT 2010 CIT 2009

2,030.7 1,235.1
11.8 19.0
2,042.5 1,254.1
(1,592.4) (1,228.9)
(59.0) (61.8)
(1,651.4) (1,290.7)
391.1 (36.6)
(447.3) (1,123.9)
(56.2) (1,160.5)
837.9 948.7
462.8 (10.8)
1,300.7 937.9
1,244.5 (222.6)
(352.5) (568.6)
(538.9) (456.5)
(692.4)
(891.4) (1,717.5)
353.1 (1,940.1)
(113.6) (20.7)
239.5 (1,960.8)
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after tax 0.3) 0.7
Net income (loss) before preferred stock dividends 142.1 (1,617.8)
Preferred stock dividends (61.6)
Net income (loss) available (attributable) to

common stockholders $ 142.1 (1,679.4)
Basic earnings (loss) per common share $ 0.71 (4.30)
Diluted earnings (loss) per common share $ 0.71 (4.30)
Average number of shares  basic (thousands) 200,075 390,535
Average number of shares diluted (thousands) 200,644 390,535

Cash dividends per common share

See Notes to Consolidated Financial Statements.

0.1) 0.2
239.4 (1,960.6)
(122.0)
239.4 (2,082.6)
1.20 (5.34)
1.19 (5.34)
200,057 389,741
200,359 389,741
0.02
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CIT GROUP INC. AND SUBSIDIARIES

Consolidated Statement of Stockholders Equity (Unaudited) (dollars in millions)

Accumulated
Other Noncontrolling Total
Common  Paid-in Retained Comprehensive Treasury Interest in Stockholders
Stock Capital Earnings Income / (Loss) Stock Subsidiaries Equity
December 31, 2009 $ 20 $ 83980 $ $ $ $ 14 $ 8,401.4
Adoption of new accounting
pronouncement (14.4) (14.4)
Net income 239.4 0.1 239.5
Foreign currency translation
adjustments (11.4) (11.4)
Change in fair values of derivatives
qualifying as cash flow hedges 0.1) 0.1)
Unrealized gain on available for sale
equity investments, net 2.0 2.0
Minimum pension liability adjustment 0.2) 0.2)
Total comprehensive income 229.8
Restricted stock and stock option
expenses 21.1 4.0) 17.1
June 30, 2010 $ 20 $84191 $ 2250 $ 9.7 $ o $ 1.5 % 8,633.9

See Notes to Consolidated Financial Statements.
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CIT GROUP INC. AND SUBSIDIARIES

Consolidated Statements of Cash Flows (Unaudited) (dollars in millions)

Cash Flows From Operations
Net income (loss) before preferred stock dividends

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

Provision for credit losses

Net depreciation, amortization and (accretion)

Goodwill and intangible assets impairment charges

Net (gains) / losses on equipment, receivable and investment sales
Valuation allowance for assets held for sale

Provision for deferred income taxes

Decrease in finance receivables held for sale

Warrant fair value adjustment

Gain on debt and debt-related derivative extinguishments
(Increase) decrease in other assets

Increase (decrease) 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
Proceeds from asset and receivable sales

Purchases of assets to be leased and other equipment
Net decrease in short-term factoring receivables

Net proceeds from sale of discontinued operation

Net cash flows provided by investing activities

Cash Flows From Financing Activities

Proceeds from the issuance of term debt

Repayments of term debt

Net (decrease) increase in deposits

Net repayments of non-recourse leveraged lease debt
Collection of security deposits and maintenance funds
Repayment of security deposits and maintenance funds
Cash dividends paid

Other

Net cash flows used in financing activities

Six Months Ended June 30,

CIT Predecessor CIT
2010 2009
239.4 $ (1,960.6)
4473 1,123.9
(300.8) 695.7
692.4
(187.6) 171.9
38.0
69.6 334
5.6 11.3
(70.6)
(139.4)
(151.3) 209.3
55.9 69.8
178.1 875.1
(9,100.5) (13,534.3)
14,029.2 15,724.0
2,415.6 1,515.2
(616.6) (1,057.4)
395.1 5494
442
7,122.8 3.241.1
2,156.1 4,145.4
(7,887.1) (13,802.7)
(490.8) 2,751.9
(14.3) (19.7)
346.6 516.1
(329.2) (459.3)
(91.3)
(56.5)
(6,218.7) (7,016.1)
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Increase (decrease) in unrestricted cash and cash equivalents 1,082.2 (2,899.9)
Unrestricted cash and cash equivalents, beginning of period 8,405.2 6,263.3
Unrestricted cash and cash equivalents, end of period $ 9,487.4 $ 3,363.4

Supplementary Cash Flow Disclosure

Interest paid $ 1,468.3 $ 1,287.7

Federal, foreign, state and local income taxes paid (refunded), net $ 11.1 $ (67.9)

Supplementary Non Cash Flow Disclosure

Net transfer of finance receivables from held for investment to held for sale $ 1,597.8 $ 412.4
The accompanying notes are an integral part of these consolidated financial statements.
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CIT GROUP INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation and Basis of Presentation

The accompanying consolidated financial statements include financial information related to CIT Group Inc. and its
majority owned subsidiaries, including CIT Bank (collectively, CIT orthe Company ), and those variable interest
entities (  VIEs ) where the Company is primary beneficiary. CIT is a bank holding company and provides commercial
financing and leasing products and other services to small and middle market companies in a wide variety of

industries.

On November 1, 2009, CIT Group Inc. ( Predecessor CIT ) and CIT Group Funding Company of Delaware LLC

( Delaware Funding and together with Predecessor CIT, the Debtors ) filed voluntary petitions for relief under Chapter
11 of the U.S. Bankruptcy Code (the Bankruptcy Code ). As a result of the Debtors emergence from bankruptcy and
implementation of the Modified Second Amended Prepackaged Reorganization Plan of Debtors (the Plan ) on
December 10, 2009 (the Emergence Date ), CIT Group Inc. ( Successor CIT ) became a new reporting entity for
financial reporting purposes, with a new basis in identifiable assets and liabilities assumed, a new capital structure and
no retained earnings or accumulated losses. Predecessor CIT s Consolidated Statements of Operation for the quarter
and six months ended June 30, 2009 and Cash Flows for the six months ended June 30, 2009 are not comparable to

the consolidated financial statements for the respective 2010 periods and are presented separately from Successor CIT.
See the Company s Annual Report on Form 10-K for the year ended December 31, 2009 (Form 10-K), Note 1 and
Note 2 for additional Fresh Start Accounting ( FSA ) and reorganization information.

The terms CIT and Company , when used with respect to periods commencing after emergence from bankruptcy, are
references to Successor CIT and when used with respect to periods prior to emergence, are references to Predecessor

CIT. These references include subsidiaries of Successor CIT or Predecessor CIT, unless otherwise indicated or the
context requires otherwise.

The consolidated financial statements include effects of adopting FSA upon emergence from bankruptcy, as required

by accounting principles generally accepted in the United States of America ( GAAP ). In applying FSA, the Company
designated December 31, 2009 as a convenience date (the Convenience Date ) for recording fair value adjustments to
assets, liabilities and equity. Accretion and amortization of certain FSA adjustments are included in the Statement of
Operations for the quarter and six months ended June 30, 2010.

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 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 Form 10-K.

On January 1, 2010, the Company implemented new consolidation accounting guidance related to VIEs. The new
guidance eliminated the concept of qualified special purpose entities ( QSPEs ) that were previously exempt from
consolidation, and introduced a new framework for determining the primary beneficiary of a VIE. The primary
beneficiary of a VIE is required to consolidate the assets and liabilities of the VIE. Under the new guidance, the
primary beneficiary is the party that has both (1) the power to direct the activities of an entity that most significantly
impact the VIE s economic performance; and (2) through its interests in the VIE, the obligation to absorb losses or the

11
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right to receive benefits from the VIE that could potentially be significant to the VIE. Consolidation eliminated the
retained interest and increased Cash ($105 million), Loans ($821 million), Allowance for loan losses ($40 million),
Long-term borrowings ($738 million), and Other liabilities ($17 million) as of January 1, 2010. Equity decreased by
approximately $14 million as of January 1, 2010.

All significant inter-company accounts and transactions have been eliminated. Assets held in an agency or fiduciary
capacity are not included in the consolidated financial statements. The Company accounts for investments in
companies for which it owns a voting interest of 20 percent to 50 percent and for which it has an ability to exercise
significant influence over operations and financial decisions using the equity method of accounting. These
investments are included in Other Assets and the Company s proportionate share of net income or loss is included in
Other Income.

The preparation of 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. Actual results could differ from those estimates and assumptions. Additionally, where applicable,
policies conform to accounting and reporting guidelines prescribed by bank regulatory authorities.

6
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CIT GROUP INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

On July 16, 2009, the FDIC and the Utah Department of Financial Institutions (the UDFI ) each issued cease and desist
orders to CIT Bank (together, the Orders ). The Orders were in connection with the diminished liquidity of Predecessor
CIT. CIT Bank, without admitting or denying any allegations made by the FDIC and UDFI, consented and agreed to

the issuances of the Orders.

On August 12, 2009, CIT entered into a Written Agreement with the Federal Reserve Bank of New York. The
Company continues to provide required periodic reports relating to: corporate governance, credit risk management,
capital, liquidity and funds management, business trends, as appropriate, and the allowance for loan losses
methodology.

Accounting Pronouncements

On January 1, 2010, the Company adopted Accounting Standards Update 2010-01, Accounting for Distributions to
Shareholders with Components of Stock and Cash. These amendments clarify that the stock portion of a distribution to
shareholders, which allows them to elect to receive cash or stock with a potential limitation on the total amount of
cash that all shareholders can elect to receive in the aggregate, is considered a share issuance, will be reflected in
earnings per share prospectively and is not a stock dividend for purposes of applying Topics 505 and 260 (Equity and
Earnings Per Share). These amendments were effective for interim and annual periods ending on or after December
15, 2009, and should be applied on a retrospective basis. Adoption of these amendments did not materially impact the
Company s financial condition and results of operations.

In January 2010, FASB issued Accounting Standards Update 2010-06, Fair Value Measurements and Disclosures
(Topic 820). This update enhances disclosures about (1) different classes of assets and liabilities measured at fair
value, (2) valuation techniques and inputs used, (3) transfers between Levels 1, 2, and 3, and (4) activity in Level 3
fair value measurements. Except for the detailed Level 3 rollforward disclosures, this guidance was adopted and did
not have a material impact on the Company s financial condition and results of operations. Disclosure of activity in
Level 3 fair value measurements is effective for fiscal years and interim periods beginning after December 15, 2010.
Adoption of this amendment will not materially impact the Company s financial condition and results of operations.

In March 2010, FASB issued Accounting Standards Update 2010-11, Scope Exception Related to Embedded Credit
Derivatives (Topic 815), which clarifies that the only exception to the requirement that an embedded credit derivative
feature should be assessed for potential bifurcation and separate accounting applies to the transfer of credit risk in the
form of subordination of one financial instrument to another. In addition, this update provides guidance for
determining whether other credit derivative features qualify for the scope exception. The amendments in this update
are effective at the beginning of the first fiscal quarter beginning after June 15, 2010. Early adoption is permitted at
the beginning of each entity s first fiscal quarter beginning after issuance of this update. Adoption of this update will
not materially impact the Company s financial condition and results of operation.

In April 2010, FASB issued Accounting Standards Update 2010-18, Effect of a Loan Modification When the Loan Is
Part of a Pool That Is Accounted for as a Single Asset (Topic 310) which provides guidance concerning whether an
individual loan that is part of a pool of loans accounted for as a single asset should be removed from the pool upon
modifications that would otherwise qualify as a troubled debt restructuring. The guidance in this update is effective
(and applied prospectively) for any modification of a loan accounted for within a pool occurring in interim or annual
periods beginning on or after July 15, 2010, with earlier application permitted. Upon adoption, a one-time election
may be made to terminate prospectively (on a pool-by-pool basis) accounting for loans as a pool; note, though, that
such an election does not preclude accounting for future loan acquisitions as a pooled unit of accounting. The adoption
of this update will not materially impact the Company s financial condition and results of operations.

13
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In July 2010, the FASB issued Accounting Standards Update 2010-20, Disclosures about the Credit Quality of
Financing Receivables and the Allowance for Credit Losses, which provides guidance that will require enhanced
disclosures surrounding the credit characteristics of the Company s loan portfolio. Under the new guidance, the
Company will be required to disclose its accounting policies, the methods it uses to determine the components of the
allowance for credit losses, and qualitative and quantitative information about the credit risk inherent in the loan
portfolio, including additional information on certain types of loan modifications. For the Company, the new
disclosures are effective for the 2010 Annual Report. The new disclosures on the rollforward of the allowance for
credit losses and the new disclosures about troubled debt modifications are effective for the first quarter 2011 Form
10-Q. The adoption of this guidance will only affect CIT s disclosures of loans and not its financial condition or results
of operations.

NOTE 2 LOANS AND RESERVE FOR CREDIT LOSSES

The following table presents loans, direct financing leases and leveraged leases held for investment, by segment based
on obligor location:

Loans (dollars in millions)

June 30, 2010 December 31, 2009
Domestic Foreign Total Domestic Foreign Total
Corporate Finance $ 7,5582 $ 22875 $ 9,845.7 $ 9,611.2 $ 2,539.1 $ 12,150.3
Transportation Finance 1,349.3 322.0 1,671.3 1,528.7 324.3 1,853.0
Trade Finance 2,259.5 255.1 2,514.6 2,602.6 388.4 2,991.0
Vendor Finance 3,564.4 2,501.7 6,066.1 4,363.8 3,824.0 8,187.8
Consumer 8,766.2 19.3 8,785.5 9,664.3 194 9,683.7
Total $ 23,497.6 $ 53856 $ 28,8832 $ 27,770.6  $ 7,0952 % 34,865.8
7
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CIT GROUP INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following table contains information on finance receivables evaluated for impairment and the related reserve for
credit losses. The Company excludes homogenous loans such as consumer loans, small-ticket loans and lease
receivables, short-term and factoring customer finance receivables from receivables evaluated for impairment. For
purposes of this presentation, finance receivables that were impaired at the Convenience Date and impaired loans
identified in 2010 are presented separately below. The Company is applying the income recognition and disclosure
guidance in ASC 310-30-5 (Loans and Debt Securities Acquired with Deteriorated Credit Quality) to loans considered
impaired in FSA. The balance of loans under the guidance of ASC 310-30-5 was $1,231.7 million at June 30, 2010.

Loans Evaluated for Impairment / Reserve for Credit Losses, at or for the Six Months Ended June 30, 2010
(dollars in millions)

Impaired Loans

Identified in FSA
2010 (December 31, 2009
Total Impaired Loans and prior)
Finance receivables considered for impairment $ 1,846.7 $ 794.3 $ 1,052.4
Impaired finance receivables with specific allowance 180.7 103.5 77.2
Specific allowance for impaired receivables 36.5 16.0 20.5
Impaired finance receivables with no specific allowance 1,666.0 690.8 975.2
Average investment in impaired finance receivables 1,700.0 402.3 1,297.7

The Company s policy is to review finance receivables greater than $500 thousand placed on non-accrual status for
impairment. As a result, the amounts in the table above considered for impairment exclude small-ticket leasing
accounts and other homogeneous pools of loans that are included in reported non-accrual balances.

The following table sets forth non-performing assets which reflect both loans on non-accrual (primarily loans ninety
days or more delinquent) and assets received in satisfaction of loans (repossessed assets).

Non-performing assets (dollars in millions)

June 30, 2010 December 31, 2009
Non-accrual loans $ 2,052.4 $ 1,574.4
Assets received in satisfaction of loans 42.8 36.3
Total non-performing assets $ 2,0952 $ 1,610.7
Accruing loans past due 90 days or more) $ 4377  $ 570.1

(1) Balance includes $428.2 million and $480.7 million as of June 30, 2010 and December 31, 2009, respectively, of
government-guaranteed loans.

At June 30, 2010 and December 31, 2009, there were $7.0 million and $14.8 million, respectively, of commitments to
lend additional funds to debtors owing loans whose terms have been modified in troubled debt restructurings.

15



Edgar Filing: CIT GROUP INC - Form 10-Q

Upon implementation of FSA, the Company assigned non-accretable discount to both non-accrual loans and certain
higher risk performing accounts. Effective as of April 1, 2010, the Company corrected the accounting for the
performing loans in the Corporate Finance and Transportation Finance segments to account for and report the related
fresh start discount in a manner consistent with the Company s performing loans in these segments. As a result, the
following adjustments were recorded in the second quarter related to the three months ended March 31, 2010:

¢ $70.8 million of non-accretable discount was reclassified to accretable discount; and
¢ $10.9 million of discount accretion on the transferred accretable discount was recorded in interest income.

Management has concluded that the adjustments were not individually or in the aggregate material to the consolidated
financial statements, as of and for the periods ended June 30, 2010, or to any of the preceding periods as reported.

8
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CIT GROUP INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

At June 30, 2010, the remaining principal balance of finance receivables held at the time of FSA that have shown
evidence of credit deterioration since origination was $2,392.3 million. The following table presents the changes to the

accretable discount since December 31, 2009.

Accretable discount activity for loans accounted for under ASC 310-30-5 at Emergence Date (dollars in

millions):
Quarter Ended Six Months Ended
June 30, 2010 June 30, 2010
Accretable discount, beginning of period $ 332.0 $ 454.8
Accretion 9.9) (40.4)
Disposals/transfers (99.1) (191.4)
Accretable discount, end of period $ 223.0 $ 223.0
The following table presents changes in allowance for credit losses:
Changes in Allowance for Credit Losses (dollars in millions)
Quarters Ended June 30, Six Months Ended June 30,
CIT Predecessor CIT CIT Predecessor CIT
2010 2009 2010 2009
Balance, beginning of period $ 180.8 $ 1,316.3 $ 1,096.2
Provision for credit losses 260.7 588.5 4473 1,123.9
Reserve change relating to new accounting
pronouncement 39.7
Reserve changes relating to sales,
foreign currency translation, other 2.6 (10.5) 0.6) (12.7)
Net additions to the reserve for credit losses 263.3 578.0 486.4 1,111.2
Charged-off finance receivables (113.3) (375.8) (157.7) (703.0)
Recoveries(1) 7.0 19.9 9.1 34.0
Net charge-offs (106.3) (355.9) (148.6) (669.0)
1,538.4 337.8 $ 1,538.4

Reserve balance end of period $ 337.8 $

(1) Recoveries for the three and six months ended June 30, 2010, respectively do not include $113.3 million and $157.1 million of recoveries on accounts that

were charged-off pre-FSA, which are included in Other Income.

NOTE 3 LONG-TERM BORROWINGS
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The following table presents outstanding long-term borrowings:

Outstanding Long-term Borrowings (dollars in millions)

December 31,

June 30, 2010 2009
CIT Group Inc. Subsidiaries Total Total
Secured borrowings $ $ 12,403.1 12,403.1 $ 14,346.5
Secured credit facility and expansion credit facility 301.0 4,295.9 4,596.9 7,716.6
Senior unsecured notes 85.8 113.8 199.6 268.1
Series A Notes 18,882.2 18,882.2 18,733.6
Series B Notes 2,194.7 2,194.7 2,198.2
Total $ 19269.0  $ 19,007.5 382765 $ 43,263.0
9
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CIT GROUP INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Secured Borrowings

Set forth below are borrowings and pledged assets primarily owned by consolidated special purpose entities. Creditors
of these special purpose entities received ownership and/or security interests in the assets. These special purpose
entities are intended to be bankruptcy remote so that such assets are not available to creditors of CIT or any affiliates
of CIT. These transactions do not meet accounting requirements for sales treatment and are recorded as secured
borrowings. Except as otherwise noted, pledged assets listed below are not included in the collateral available to
lenders under the Credit Facility or Expansion Credit Facility described below.

June 30, 2010 December 31, 2009
Secured Assets Secured Assets
Borrowing Pledged Borrowing Pledged

Education trusts and conduits (student loans) $ 4,787.8 $ 5,893.2 $ 5,864.3 $ 6,864.7
Goldman Sachs International (GSI) TRS(1) 2,122.0 2,950.8 2,552.7 3,429.6
Vendor Finance(2) 664.0 869.6 1,120.7 1,589.4
Equipment lease securitizations (Vendor) 1,078.4 1,132.1 706.0 762.2
Trade Finance 550.0 1,634.5

Canadian equipment receivables financing 534.8 578.7 543.0 557.6
Corporate Finance (energy project finance) 286.9 312.8 288.9 305.0
Corporate Finance (SBL)(2) 2599 297.0

Subtotal finance receivables 10,283.8 13,668.7 11,075.6 13,508.5
ECA financing (Aero)(3) 1,057.5 1,204.1 1,097.4 1,212.2
Transportation Finance Rail 151.4 147.6 907.4 1,276.7
GSI TRS (Aero) 551.9 1,141.7 582.2 1,154.3
Other structures 113.0 135.3 61.2 69.8
Subtotal Equipment under operating leases 1,873.8 2,628.7 2,648.2 3,713.0
Vendor Finance(4) 169.2 202.8 469.8 903.3
FHLB borrowings (CIT Bank)(5) 76.3 132.1 152.9 150.8
Total $ 12,403.1 $ 16,632.3 $ 14,346.5 $ 18,275.6

(1) June 30, 2010 financing is secured by $2.1 billion corporate finance receivables, $0.6 billion student loans, and
$0.2 billion small business lending loans.

(2) Includes repurchase of assets previously sold or securitized and the associated secured debt.
(3) Secured aircraft financing facility for the purchase of specified Airbus aircraft.

(4) International facilities collateralized by local assets.
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(5) Collateralized with Government Debentures and Certificates of Deposit.
Secured Credit Facility and Expansion Credit Facility

The Secured Credit Facility and Expansion Credit Facility (the First Lien Facilities ) are secured by a first lien on
substantially all U.S. assets that are not pledged to secure the borrowings of special purpose entities as described
above under Secured Borrowings , 65% of the voting and 100% of the non-voting stock of first-tier foreign
subsidiaries, 100% of the stock of CIT Aerospace International (except one nominee share) and between 49% and
65% of certain other non-U.S., non-regulated subsidiaries. The First Lien Facilities are subject to a fair value collateral
coverage covenant (based on accounting valuation methodology) of 2.5x the outstanding loan balance tested quarterly
and upon the financing, disposition or release of certain collateral. The agreement evidencing the First Lien Facilities
includes certain additional terms, including a cash sweep that under certain circumstances will accelerate repayment of
the First Lien Facilities. See the Company s Form 10-K, Note 9 Long-term Borrowings for a description of these
terms. See Note 13 Subsequent Event for refinancing of the First Lien Facilities.

Series A and B Notes

The Series A Notes and Series B Notes ( Second Lien Notes ) are secured by second-priority security interests in
substantially all the assets securing the First Lien Facilities. The Series B Notes are further secured by Delaware
Funding s pledge of inter-company notes issued by CIT Financial Ltd., which are the primary assets of Delaware
Funding.

10

20



Edgar Filing: CIT GROUP INC - Form 10-Q

CIT GROUP INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The Second Lien Notes Indentures likewise limit the ability of the Company, Delaware Funding 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.

Further information on Long-term Borrowings can be found in the Company s 2009 Form 10-K.

NOTE 4 DERIVATIVE FINANCIAL INSTRUMENTS

See the Company s Form 10-K Note 10 for a description of its derivative transaction policies.

Due to the reorganization (see Note 1) none of the Company s derivatives entered into prior to December 31, 2009

achieve hedge accounting. The Company continues reassessing hedge requirements and reestablishing counterparty

relationships to facilitate placement of hedges where economically appropriate. New derivative instruments are cash

collateralized.

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

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

June 30, 2010 December 31, 2009
Asset Liability Asset

Notional Fair Fair Notional Fair Liability

Amount Value Value Amount Value Fair Value
Qualifying Hedges
Cross currency swaps $ 3290 $ 90 § $ $ $
Foreign currency forward exchange cash flow hedges 73.7 39
Foreign currency forward exchange net investment hedges 1,020.4 214 0.1)
Total Qualifying Hedges $ 14231 $ 343 $§ (0.1 $ $ $
Non-Qualifying Hedges
Cross currency swaps $ 1,7352 $ 1085 $ (1.9) $ 646.7 $ $ 8.8)
Interest rate swaps 1,273.6 7.9 (41.0) 3,165.9 234 (25.7)
Written options 788.6 1,009.8 0.1)
Purchased options 1,508.2 6.7 1,524.1 18.4
Foreign currency forward exchange contracts 1,877.4 93.0 4.0) 1,055.1 2.3 (7.3)
TRS 261.2 107.9
Total Non-qualifying Hedges $ 74442 $ 2161 $ (46.9) $ 755095 $ 441 $ (419

A financing facility with Goldman Sachs International (GS]) is structured as a total return swap (TRS). Amounts
available for advances are accounted for as a derivative. Estimated fair value is based on a hypothetical transfer value,
considering current market conditions and other factors. At June 30, 2010 and December 31, 2009, the estimated fair

21



value was not significant.

The following table presents the impact of derivatives on the statement of operations:
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Derivative Instrument Gains and Losses (dollars in millions)

Derivative Instruments

Qualifying Hedges

Interest rate swaps cash flow
hedges

Interest rate swaps  fair value
hedges

Foreign currency forward
exchange cash flow hedges

Total Qualifying Hedges

Non Qualifying Hedges
Cross currency swaps
Interest rate swaps
Foreign currency forward
exchange contracts
Warrants

Total Non-qualifying Hedges

Quarters Ended June 30, Six Months Ended June 30,
Predecessor Predecessor
CIT CIT CIT CIT
Gain / (Loss) Recognized 2010 2009 2010 2009
Other income $ 3.9 $ $ 3.9
Other income 14.3 13.3
Other income 9.3 9.3
9.3 $ 18.2 $ 9.3 $ 17.2
Other income 103.8 $ (32.5) $ 113.1 $ (41.2)
Other income (30.7) 29.7 (50.1) 31.1
Other income 94.7 4.9) 164.8 0.8
Other income (25.2) 70.6
167.8 $ (32.9) $ 227.8 $ 61.3
11
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CIT GROUP INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The gains and (losses) on qualifying and non-qualifying hedges are recorded in other Income and are partially offset

by the impact of foreign currency changes.
NOTE S FAIR VALUE

Assets and Liabilities Measured at Fair Value on a Recurring Basis

The fair value of financial instruments required to be valued on a recurring basis based on priority ranking of

valuation inputs are presented in the following tables:

Assets and Liabilities Measured at Fair Value on a Recurring Basis (dollars in millions):

June 30, 2010 Total Level 1 Level 2 Level 3
Assets

Trading assets at fair value derivatives $ 216.1 $ $ 216.1

Derivative counterparty assets at fair value 343 343

Total Assets $ 250.4 $ $ 250.4

Liabilities

Trading liabilities at fair value derivatives $ (46.9) $ $ (46.3) 0.6)
Derivative counterparty liabilities at fair value 0.1) 0.1)

Total Liabilities $ (47.0) $ $ (46.4) (0.6)
December 31, 2009

Assets

Retained interests  securitizations $ 139.7 $ $ 139.7
Trading assets ~ derivatives 44.1 441

Total Assets $ 183.8 $ $ 441 139.7
Liabilities

Trading liabilities derivatives $ (41.9) $ $ (40.4) (L.5)

Level 3 Gains and Losses

The tables below set forth changes in Level 3 estimated fair value of financial instruments:

Level 3 Gains and Losses (dollars in millions)
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CIT

March 31, 2010

Gains or (losses) realized/unrealized
Included in Other income

June 30, 2010

December 31, 2009

Gains or (losses) realized/unrealized
Included in Other income
Included in Other comprehensive income

Other (retained interest)()

June 30, 2010

Predecessor CIT
March 31, 2009
Gains or (losses) realized/unrealized
Included in Other income
Included in Other comprehensive income
Other (retained interest)

June 30, 2009

December 31, 2008
Gains or (losses) realized/unrealized
Included in Other income
Included in Other comprehensive income
Other (retained interest)

June 30, 2009

(1) The change in the retained interest in 2010 is attributed to a new accounting pronouncement effective January I,

2010.
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Retained
Interests in

Total Securitizations Derivatives

0.9 0.9)

0.3 0.3

(0.6) (0.6)

138.2 139.7 (1.5)
0.9 0.9
(139.7) (139.7)

0.6) (0.6)
194.5 192.0 2.5
(22.8) 1.0 (23.8)

7.0 1.3 5.7
(24.8) (24.8)
153.9 169.5 (15.6)
224.6 229.4 (4.8)
(40.3) (12.9) (27.4)

14.9 (1.7) 16.6
(45.3) (45.3)

1539 169.5 (15.6)
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CIT GROUP INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Assets and Liabilities Measured at Fair Value on a Non-recurring Basis

The following tables present financial instruments for which a non-recurring change in fair value has been recorded:

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

Total
Total Level 1 Level 2 Level 3 Net Losses"
June 30, 2010
Assets
Assets held for sale $ 103.3 $ $ $ 103.3 $ (5.5)
Impaired loans 36.6 36.6 (16.5)

Total $ 139.9 $ $ $ 139.9 $ (22.0)

(1) Reflects pretax amounts recorded in provision for loan losses (Impaired loans) in the Statements of Operation for
dec