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We are filing this amendment to our Form 10-Q for the quarterly period
ended March 31, 2005 to restate financial statements and corresponding financial
information for certain derivative transactions that do not qualify for hedge
accounting. We are also including other previously identified, immaterial,
in-period financial statement changes in conjunction with this amendment.

The primary impacts of this restatement of non-cash items on our financial
statements and certain key financial ratios are as follows ($ in millions, per
share amounts in dollars):

Previously
At or for the Quarter Ended Reported Restated Change
March 31, 2005  mmm—————— —— e
Income Statement
Finance InCOmME ...t iiin et eeenneeeneennnnn $ 1,022.0 $ 1,028.0 $ 6.0
Interest eXPeNSE ..t ittt ettt eneeeeeeeanns 394.2 391.5 (2.7)
Other revenue .......i.iiiiit e 239.4 265.7 26.3
Salaries and general operating
EXPENSES 4 vttt ettt 261.0 264.0 3.0
Provision for income taxes ................ 122.8 137.6 14.8
Net INCOME .. v i ittt ittt ettt it 210.4 227.6 17.2
Basic earnings per share .................. 1.00 1.08 0.08
Diluted earnings per share ................ 0.98 1.06 0.08
Balance Sheet
Finance receivables and education lending
receivables. vttt e e e e e e e 41,182.5 41,180.1 (2.4)
Other assets ..ttt ittt ettt ee i 2,756.8 2,762.8 6.0
Total debt ... e 42,525.3 42,493.9 (31.4)
Accrued liabilities and payables .......... 3,619.1 3,636.9 17.8
Total stockholders' equity ................ 6,318.0 6,335.2 17.2
Financial Ratios
Net finance margin as a percentage of
average earning assetsS ......iiiiiiiee... 3.54% 3.62%
Return on average earning assets .......... 1.91% 2.07%
Return on average common equity ........... 13.6% 14.7%
Return on average tangible common equity .. 15.3% 16.5%
Tangible stockholders' equity and
preferred capital securities to
managed assets ...ttt e e 9.59% 9.62%
Efficiency Ratio .....iiiii i 40.8% 39.1%

During the fourth quarter of 2005, we learned of an interpretation with
respect to applying the "matched terms" approach in hedge accounting under
Statement of Financial Accounting Standards No. 133, Accounting for Derivative
Instruments and Hedging Activities, as amended ("SFAS 133"). We reviewed our
accounting for certain cross-currency interest rate swaps ("compound swaps" or
"compound derivatives") under SFAS 133.

We determined that eight compound cross-currency and interest rate swaps
with a notional principal of approximately $1.5 billion at March 31, 2005 were
not appropriately accounted for, even though these compound swaps were highly
effective economic hedges of the interest rate and currency exchange risks
associated with the corresponding foreign denominated debt. We documented these

swaps originally as "matched terms" hedges which assumes no hedge
ineffectiveness. The swaps would have qualified for "long-haul" hedge accounting
with ineffectiveness reflected in current earnings. However, the swaps did not

qualify for hedge accounting treatment from their inception, as SFAS 133 does
not allow for subsequent documentation modifications.

The elimination of hedge accounting from inception of the compound swaps
resulted in an increase to other revenue and earnings for the three months ended
March 31, 2005 to reflect the elimination of adjustments to the basis of the
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corresponding debt under SFAS 133 fair value hedge accounting for changes in
interest rates during each period. This increase to revenues in the current
period will reduce future earnings by an equal amount through 2015.

As a result of the review of our accounting, we have terminated these
compound cross-currency swaps and replaced each with a pair of individual swaps
(a cross—-currency basis swap and an interest rate swap, both with zero fair
value at inception) with the same counterparties and with the same terms as both
the hedged debt and the original compound derivatives. The replacement
derivative contracts achieve the same economics as the original compound
derivatives and will be accounted for as hedges under SFAS 133. Accessing
non-U.S. capital markets is a key element of our funding strategy, and we remain
committed to our risk management strategy to hedge, or significantly mitigate,
our 1interest and currency risk and to transact derivatives only for risk
management purposes. We plan to utilize stand alone swaps for similar hedge
transactions in the future.

After reviewing the above with the Audit Committee of the Board of
Directors on December 9, 2005, the Audit Committee agreed with management's
recommendation to adjust our financial statements. In light of this decision and
resulting restatement, the previously reported financial statements and other
information included in the CIT Group Inc. Form 10-Q for the quarterly period
ended March 31, 2005 should no longer be relied upon.

ii
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PART I. FINANCIAL INFORMATION
Item 1. Consolidated Financial Statements
CIT GROUP INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS (Unaudited)

($ in millions —-- except share data)
March 31,
2005
(Restated)
ASSETS
Financing and leasing assets:
Finance receivablles ...ttt ittt it ettt ettt ettt e e e $36,858.2
Education lending receivables pledged .......oiiiiiiineneennnnnnns 4,321.9
Reserve for Credil 10SSeS ot v it ittt ittt ettt et e et ettt eeeeeeaeas (620.4
Net finance receivables ...ttt ittt ittt ettt et eeeeeneenns 40,559.7
Operating lease equipment, net . ... ...ttt ennnenens 8,313.1
Finance receivables held for sale .......iiiii ittt eeeeeeenennn 1,481.3
Cash and cash equivalents, including $234.4 and $0.0 restricted ..... 1,638.1
Retained interest in securitizations and other investments .......... 1,123.2
Goodwill and intangible assets, Net . ...ttt ittt eenneeenns 906.4
(O 1ol oS = == i 2,762.8
L o= A= $56,784.6
LIABILITIES AND STOCKHOLDERS' EQUITY
Debt:
COMMETCIAl PAP T vttt ettt e e e et e aeee e eeeeeneenaneeeeeeeeeenennaeeeens $ 3,963.0
Variable—-rate senior unsecured NOLES ... ittt it it teeteeeeeeeneennn 11,473.1
Fixed-rate senior unsecured NOLES ...t i ittt it ittt eeeneeeeeenenan 22,165.6
Non-recourse, secured borrowings —-- education lending ............ 4,638.9
Preferred capital securities . ...ttt ittt 253.3
JI o o= B £ < 42,493.9
Credit balances of factoring clients .......iii it iiitneeeeeennneenns 4,269.8
Accrued liabilities and payables . ...ttt ittt ittt e e e 3,636.9
Total Liabilitdes it iii ittt ettt ittt eee e et seeeeeeaaaeeeeneeenns 50,400.6
Commitments and Contingencies (NotelO)
Minority dntere st ittt ittt e e e e e e e e e e e e e e 48.8
Preferred capital securities
Stockholders' Equity:
Preferred stock: $0.01 par value, 100,000,000 authorized;
NONE 1SSUEA &ttt ittt ittt ettt et e e et aneeeeeeeeeeeeeeeeeeaeens -
Common stock: $0.01 par value, 600,000,000 authorized;
Issued: 212,119,700 and 212,112,203 ...ttt ittt neneneeeeennenenns 2.1
Outstanding: 210,771,309 and 210,440,170
Paid-in capital, net of deferred compensation of $68.6
ANA $30. 3 L e e e e e e e e e e e 10,654.5

December
2004

$35,048.

10,674.
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Accumulated deficit ..ttt ittt e e e e e e e e e e et e
Accumulated other comprehensive income / (lOSS) v ivieienennnennnn
Less: treasury stock, 1,348,391 and 1,672,033 shares, at cost .......

Total Stockholders' EqUity ...ttt ittt ittt ettt eeeeeeeeeeannns

Total Liabilities and Stockholders' EqUity ...ttt iennnnn

See Notes to Consolidated Financial Statements

CIT GROUP INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME (Unaudited)

($ in millions —-- except per share data)
Quarters Ended
March 31,
2005 2004
(Restated)

FiNancCe dNCOME i vttt ittt ettt ettt ettt ettt e $ 1,028.0 S 896.9
INtEresSt EXPENSE & ittt ittt ittt ettt teee e 391.5 298.0
Net finance 1NCOmMe . ...ttt ittt ittt eeeeanens 636.5 598.9
Depreciation on operating lease equipment ............. 237.6 235.8
Net finance margin ... ...ttt ittt ittt eeeeeeenneeeens 398.9 363.1
Provision for credit 10SSes ...ttt ittt eennnnn 45.3 85.6
Net finance margin after provision for credit losses .. 353.6 277.5
OLher revenuUe ... ...ttt ittt ettt 265.7 230.4
Net gain on venture capital investments ............... 10.8 0.7
Operating mMargin ... ..ttt ittt et ettt ee et 630.1 508.6
Salaries and general operating expenses ............... 264.0 240.0
Gain on redemption of debt ........ ... . . . i .. - 41.8
Income before provision for income taxes .............. 366.1 310.4
Provision for income taxes .......iiiiitiiiiieeaann (137.6) (121.1)
Minority interest, after tax ........ i, (0.9) -
Net INCOME &ttt ittt ittt ettt ettt et e et ettt et eeenenn $ 227.6 S 189.3
Earnings per share

Basic earnings per share ........i ittt nennneeeeens $ 1.08 S 0.89
Diluted earnings per sShare ........c.eiiiiennennneeenens $ 1.06 S 0.88
Number of shares —- basic (thousands) ................. 210,656 211,839
Number of shares —- diluted (thousands) ............... 215,090 215,809
Dividends per common Share ........eeieeeeennnnneeeenns S 0.13 S 0.13

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

CONSOLIDATED STATEMENTS OF STOCKHOLDERS'

($ in millions)

December 31, 2004 .. .. nnnnnn $2.1
Net income .........ciiiiiiiiiiiinnnn.
Foreign currency translation

adjustments ... e e e
Change in fair values of

derivatives qualifying as cash

flow hedges .....iiiiiiiinnnnn..
Unrealized loss on equity and

securitization investments, net
Minimum pension liability

adjustment . ... e e e

Total comprehensive income ..........

Cash dividends ..........ciiiina..
Restricted common stock grants
amortization .......... .. i
Treasury stock purchased, at cost
Exercise of stock option awards .....
Employee stock purchase plan
participation .......... .. ..

March 31, 2005 ......... ... $2.1

See Notes to Consolidated Financial Statements.

CIT GROUP INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

($ in millions)

(Unaudited)

EQUITY (Unaudited)
Paid-in Treasury
Capital Stock

$10,674.3 $(63.8)
9.7

(59.3)

(29.3) 68.8

(0.2) 1.0

$10,654.5 $(53.3)

Accumulated
(Deficit)
Earnings

(Restated)

$(4,499.1)
227.6

(27.8)

Quarters Ended

March 31,
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Cash Flows From Operations

Net dnCOmMe ..ttt ittt ettt ettt

Adjustments to reconcile net income to net cash flows
from operations:
Depreciation and amortization ..........c.c.iiiiiiiiiiinnnennn.
Provision for deferred federal income taxes ................
Provision for credit 10SSE€S ..ttt ittt i
Gains on equipment, receivable and investment sales ........
Gain on debt redempLion ........ ittt
Net proceeds from finance receivables held for sale ........
(Increase) decrease 1in other assetsS ..ttt ittt ieeenennn
Increase (decrease) in accrued liabilities and payables
L 0T

Net cash flows provided by operations ..........c.cciiiieieennnn.

Cash Flows From Investing Activities

Loans extended ...ttt et e e e e e e ettt e
COllecCtions ON LOANS e vt vttt eeeeeeeaeeeeeeeeneeeeeeeeanens
Proceeds from asset and receivable sales ........ccuiiiieeeennnnn.
Purchase of finance receivable portfolios ........c.iiiiiienn..
Net increase in short-term factoring receivables ..............
Purchases of assets to be leased ........iiiiiiiiiienneeeennnnn
Acquisitions, net of cash acquired ..........c.iiiiiiiiiii..
Intangible assets acquired .. ... .ttt eeeeeeennneeens
[l o L

Net cash flows (used for) investing activities ................

Cash Flows From Financing Activities
Proceeds from the issuance of variable and fixed-rate notes
Repayments of variable and fixed-rate notes ..............o....
Net (decrease) increase in commercial PapPer . ....eoeeeweeeennnnn
Net loans extended -- pledged in conjunction with

[STY @18 Bial Yo N oY B b al o) 1 o X =
Net repayments of non-recourse leveraged lease debt ...........
Cash dividends paid ...ttt ittt ettt et eeee e
(O o

Net cash flows provided by financing activities ...............

Net (decrease) in cash and cash equivalents ...................
Cash and cash equivalents, beginning of period ................

Cash and cash equivalents, end of period .........c.iiiiiieenn..

Supplementary Cash Flow Disclosure
Interest Pald ..ttt i e e e e e e e e e e e e e
Federal, foreign, state and local income taxes paid, net ......

See Notes to Consolidated Financial Statements.

S 227.6

(12,603.0)
11,665.3
900.3
(902.9)
(319.6)
(326.2)
(152.6)
(29.0)

(3,067.0)
3,675.4
(247.9)

(167.9)
8.6

(27.8)

(9.3)

$ 189.3

(11,743.3)
10,532.9
798.9
(595.1)
(400.8)
(268.7)
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CIT GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Unaudited) (Continued)
Note 1 —-- Summary of Significant Accounting Policies

CIT Group Inc., a Delaware corporation ("we," "CIT" or the "Company"), 1is
a global commercial and consumer finance company that was founded in 1908. CIT
provides financing and leasing capital for consumers and companies in a wide
variety of industries, offering vendor, equipment, commercial, factoring, home
lending, educational lending and structured financing products. CIT operates
primarily in North America, with locations in Europe, Latin America, Australia
and the Asia-Pacific region.

These financial statements, which have been prepared in accordance with
the instructions to Form 10-Q, do not include all of the information and note
disclosures required by accounting principles generally accepted in the United
States ("GAAP") and should be read in conjunction with the Company's Annual
Report on Form 10-K for the year ended December 31, 2004. Financial statements
in this Form 10-Q have not been audited by the independent registered public
accounting firm 1in accordance with the 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 statement of CIT's financial position and results of operations. Certain
prior period amounts have been reclassified to conform to the current
presentation.

Education Lending Acquisition

In February 2005, CIT acquired Education Lending Group, Inc. (EDLG), a
specialty finance company principally engaged in providing education loans
(primarily U.S. government guaranteed), products and services to students,
parents, schools and alumni associations. The shareholders of EDLG received
$19.05 per share or approximately $383 million in cash. The acquisition was
accounted for wunder the purchase method, with the acquired assets and

liabilities recorded at their estimated fair values as of the February 17, 2005
acquisition date. The assets acquired included approximately $4.4 billion of
finance receivables and $287 million of goodwill and intangible assets. The net
income impact of the EDLG acquisition for the period of CIT's ownership during
the quarter ended March 31, 2005 was immaterial.

This business is largely funded with "Education Loan Backed Notes," which
are accounted for under SFAS No. 140 "Accounting for Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities." As EDLG retains certain
call features with respect to these borrowings, the transactions do not meet the
SFAS 140 requirements for sales treatment and are therefore recorded as secured
borrowings and are reflected in the Consolidated Balance Sheet as "Education
lending receivables pledged" and "Non-recourse, secured borrowings - education
lending." Certain cash Dbalances, included in cash and cash equivalents, are
restricted in conjunction with these borrowings.

Stock-Based Compensation

CIT has elected to apply Accounting Principles Board Opinion 25 ("APB 25")
rather than the optional provisions of Statement of Financial Accounting
Standards No. 123, "Accounting for Stock-Based Compensation" ("SFAS 123"), as
amended by SFAS No. 148, "Accounting for Stock-Based Compensation —-- Transition
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and Disclosure" in accounting for its stock-based compensation plans. Under APB
25, CIT does not recognize compensation expense on the issuance of its stock
options because the option terms are fixed and the exercise price equals the
market price of the underlying stock on the grant date. The following table
presents the pro forma information required by SFAS 123 as if CIT had accounted
for stock options granted under the fair value method of SFAS 123, as amended ($
in millions, except per share data):

Quarters Ended

March 31,
2005 2004
(Restated)

Net income as reported ....iiiiiiiin ittt teeeeennneeeenns $227.6 $189.3
Stock-based compensation expense —-—

fair value method, after tax .......iiiiiiiiiniennnnnnn (5.1) (5.1)
Pro forma net 1nCome . ..... .ttt eeeeeeennnneeeenns $222.5 $184.2
Basic earnings per share as reported .........iiiuiueeeennn. $ 1.08 $ 0.89
Basic earnings per share pro forma ..........eeeeuiueeeeenn $ 1.06 $ 0.87
Diluted earnings per share as reported .................. $ 1.06 $ 0.88
Diluted earnings per share pro forma ............cc...... $ 1.03 $ 0.85

CIT GROUP INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Unaudited) (Continued)

For the quarters ended March 31, 2005 and 2004, net income includes $7.8
million and $4.0 million of after-tax compensation cost related to restricted
stock awards.

Recent Accounting Pronouncements

On January 1, 2005, the Company adopted Statement of Position No. 03-3,
"Accounting for Certain Loans or Debt Securities Acquired in a Transfer" ("SOP
03-3"). SOP 03-3 requires acquired 1loans to be carried at fair wvalue and
prohibits the establishment of credit loss valuation reserves at acquisition for
loans that have evidence of credit deterioration since origination. The
implementation of SOP 03-3 did not have a material financial statement impact.

In December 2004, the FASB issued a revision to SFAS No. 123, "Share-Based

Payment" ("FAS 123R"). FAS 123R requires the recognition of compensation expense
for all stock-based compensation plans as of the beginning of the first annual
reporting period that begins after June 15, 2005. The current accounting for

employee stock options is most impacted Dby this new standard, as costs
associated with restricted stock awards are already recognized in net income and
amounts associated with employee stock purchase plans are not significant.
Similar to the proforma amounts disclosed historically, the compensation cost
relating to options will be based upon the grant-date fair value of the award
and will be recognized over the vesting period. The financial statement impact
of adopting FAS 123R is not expected to differ materially from proforma amounts
previously disclosed.
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In December 2004, the FASB issued FASB Staff Position ©No. FAS 109-2,
"Accounting and Disclosure Guidance for the Foreign Earnings Repatriation
Provision within the American Jobs Creation Act of 2004" ("FSP 109-2"). Given
the lack of clarification of certain provisions and the timing of the Act, FSP
109-2 allows for time Dbeyond the year ended December 31, 2004 (the period of
enactment) to evaluate the effect of the Act on plans for reinvestment or
repatriation of foreign earnings for purposes of applying income tax accounting
under SFAS No. 109. The implementation of FSP 109-2 is not expected to have a
material financial statement impact on the Company, as there are no present
plans to repatriate foreign earnings.

In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain
Financial Instruments with Characteristics of both Liabilities and Equity." On
November 7, 2003, certain measurement and classification provisions of SFAS 150,
relating to certain mandatorily redeemable non-controlling interests, were
deferred indefinitely. The adoption of these delayed provisions, which relate
primarily to minority interests associated with finite-lived entities, 1is not
expected to have a material financial statement impact on the Company.

Restatement Relating to Derivative Hedge Accounting (see Note 15 —-- Restatement
Relating to Derivative Hedge Accounting for additional information).

Note 2 —-- Earnings Per Share

Basic earnings per share ("EPS") is computed by dividing net income by the
weighted-average number of common shares outstanding for the period. The diluted
EPS computation includes the potential impact of dilutive securities, including
stock options and restricted stock grants. The dilutive effect of stock options
is computed wusing the treasury stock method, which assumes the repurchase of
common shares by CIT at the average market price for the period. Options that do
not have a dilutive effect (because the exercise price is above the market
price) are not included in the denominator and averaged approximately 16.9
million shares and 16.1 million shares for the quarters ended March 31, 2005 and
2004, respectively.

CIT GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Unaudited) (Continued)
The reconciliation of the numerator and denominator of basic EPS with that

of diluted EPS is presented ($ in millions, except per share amounts, which are
in whole dollars; weighted-average share balances in thousands) :

Quarter Ended March 31, 2005

(Restated)
Income Shares Per Share
(Numerator) (Denominator) Amount

Basic EPS:
Income available to

Quarter EnNG

Income
(Numerator)

10
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common stockholders .......... $227.6 210, 656 $1.08 $189.3
Effect of Dilutive Securities:
Restricted shares .............. —— 1,308 -
Stock options ..... ... oL - 3,126 -
Diluted EPS ...t iiiiiiiiinnenn. $227.6 215,090 $1.06 $189.3
Note 3 —-- Business Segment Information
The selected financial information by business segment presented below is
based upon the allocation of most corporate expenses. For the quarter ended
March 31, 2005, capital is allocated to the segments by applying different
leverage ratios to each Dbusiness wunit wusing market and risk criteria. The
capital allocations reflect the relative risk of individual asset classes within
segments and range from approximately 2% of managed assets for U.S. government
guaranteed loans to approximately 15% of managed assets for longer-term assets
such as aerospace and rail. Prior period balances have been adjusted to conform
to current period presentation. ($ in millions)
Specialty Specialty
Finance - Finance - Commercial Corporate Equipment Capital
Commercial Consumer Services Finance Finance Finance
(Restated) (Restated)
At and for the Quarter
Ended March 31, 2005
Operating margin .......... S 211.3 S 50.2 S 88.6 $ 94.4 S 56.7 $ 55.
Income £axXes ....eviieennnn. 41.0 10.0 22.2 25.7 12.7 10.
Net income (loss) ......... 77.9 15.7 37.3 42.7 20.3 26.
Total financing and
leasing assets .......... 10,921.1 10,337.1 7,184.9 7,195.1 6,625.0 8,813.
Total managed assets ...... 14,791.3 11,468.6 7,184.9 7,195.1 9,339.9 8,813.
At and for the Quarter
Ended March 31, 2004
Operating margin .......... S 195.7 $ 30.4 $ 87.9 S 71.8 S 48.3 $ 49.
Income £axXes ....eviieennnn. 39.0 5.1 23.4 17.2 10.4 10.
Net income ................ 68.8 8.0 37.5 30.9 15.6 23.
Total financing and
leasing assets .......... 9,583.0 3,465.1 6,450.0 6,284.9 6,871.7 8,366.
Total managed assets ...... 13,945.6 5,117.0 6,450.0 6,284.9 9,924.2 8,366.
7
CIT GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Unaudited) (Continued)
Note 4 —-- Concentrations
The following table summarizes the geographic and industry compositions

(by obligor)

of financing and leasing portfolio assets

($ in millions):

11
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March 31, 2005
(Restated)

Geographic

North America:

L LS $10,073.2 19.7%

NOrtheast vttt it it e et et ettt ettt e 9,820.8 19.3%

MIidWe St ittt e e e e e e e e 8,365.2 16.4%

SoULhEasST v ittt i e e e e e e e e e e e e e 7,370.1 14.4%

SOULRWE ST vttt et e e e e e e e e e e e e 5,325.2 10.4%

(G5 F= T = 2,510.4 4.9%

Total North AmericCa .. .uiiii ittt teeeennenns 43,464.9 85.1%

Other foreign ... ..ttt ittt ettt et 7,611.4 14.9%

Total it e e e e $51,076.3 100.0%

Industry

ManuUfacturing (1) . v v vv i i im e ettt ettt eeneeeeennn $ 7,522.2 14.7%

Retail (2) vttt e e e e e e e e e 6,669.9 13.1%

Consumer based lending -- home lending .......... 5,598.7 11.0%

Aerospace —- commercial and regional ............ 5,536.5 10.8%

Consumer based lending -- education lending ..... 4,434.9 8.7%

Transportation (3) ..t ii i ittt it ee et eaennn 2,911.6 5.7%

Service Industries . ...ttt e e e 2,749.8 5.4%

Consumer based lending —-- non-real estate(4) .... 2,362.9 4.6%

Wholesaling v it i in ettt ettt eeaeeeeeneens 1,813.9 3.5%

Construction equipment .........c.ciiiiiiiinnnnn.. 1,680.1 3.3%

CommuUNications (5) v i ittt ittt ettt ettt eeeeennn 1,190.5 2.3%

AUtOMOtiVE SErVICES vt ittt ittt ittt teteieeeeenns 1,164.6 2.3%

Other (no industry greater than 3.0%) (6) ........ 7,440.7 14.6%

Total it e e e e e e $51,076.3 100.0%

(1) Includes manufacturers of apparel (3.0%), followed by food and kindred
products, transportation equipment, chemical and allied products,
textiles, rubber and plastics, industrial machinery and equipment, and
other industries.

(2) Includes retailers of apparel (5.7%) and general merchandise (3.6%).

(3) Includes rail, Dbus, over—-the-road trucking industries and business
aircraft.

(4) Includes receivables from consumers in the Specialty Finance - commercial
segment for products in various industries such as computers and related
equipment and the remaining manufactured housing portfolio.

(5) Includes $293.5 million and $335.2 million of equipment financed for the
telecommunications industry at March 31, 2005 and December 31, 2004,
respectively, but excludes telecommunications equipment financed for other
industries.

December 31,

$ 8,595.3
8,463.4
6,907.0
6,283.3
4,848.3
2,483.4

7,580.2

$ 6,932.0
5,859.4
5,069.8
5,512.4
2,969.6
2,854.5
2,480.1
1,727.5
1,603.1
1,292.1
1,196.3
7,664.1

12
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(6) Includes financing and leasing assets in the energy, power and utilities
sectors, which totaled $1.0 billion, or 2.1% of total financing and
leasing assets at March 31, 2005. This amount includes approximately

$703.4 million in project financing and $263.4 million in rail cars on
lease.

CIT GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Unaudited) (Continued)
Note 5 —-- Retained Interests in Securitizations and Other Investments

The following table details the components of retained interests in
securitizations and other investments ($ in millions):

March 31, December 31,

2005 2004

Retained interests in commercial loans:

Retained subordinated securities .................. $ 372.0 $ 446.2

Interest-only SEripPS ittt ii ittt et iieeeeeennn 306.8 292.4

Cash reserve aCCoOUNLS & ittt ittt tteeeeeeeenneeeennn 300.4 323.4

Total retained interests in commercial loans ...... 979.2 1,062.0
Retained interests in consumer loans: (1)

Retained subordinated securities .................. 76.9 76.6

Interest-only SEripPS ..ttt ii ittt et iieeeeeennn 14.2 17.0

Total retained interests in consumer loans ........ 91.1 93.6
Total retained interests in securitizations .......... 1,070.3 1,155.6
Aerospace equipment trust certificates and other(2) .. 52.9 72.6

e o= $1,123.2 $1,228.2
(1) Comprised of amounts related to home lending receivables securitized.
(2) At December 31, 2004 other includes a $4.7 million investment in common

stock received as part of a loan work-out of an aerospace account.
Note 6 —-— Accumulated Other Comprehensive Income / (Loss)

The following table details the components of accumulated other
comprehensive income / (loss), net of tax ($ in millions):

March 31,
2005
Changes in fair values of derivatives qualifying as cash flow hedges .... $20.3
Foreign currency translation adjustments ........c.c.iiiiiitiiiennneeennnnsn 5.4
Minimum pension liability adjustments ........ ittt ieeteennnnennenn (2.3)
Unrealized gain on equity and securitization investments ................ 7.8

Decembe
200

13



Edgar Filing: CIT GROUP INC - Form 10-Q/A

Total accumulated other comprehensive income (1lOSS) . .ivii i iiiennneeenn. $31.2 S (58

The changes in fair values of derivatives qualifying as cash flow hedges
corresponded to higher market interest rates during the dquarter, as these
derivatives effectively convert an equivalent amount of variable-rate debt,
including commercial ©paper, to fixed rates of 1interest. See Note 7 for
additional information.

Total comprehensive income for the quarters ended March 31, 2005 and 2004
was $317.2 million and $134.5 million.

Note 7 —-- Derivative Financial Instruments

As part of managing exposure to interest rate, foreign currency, and, in
limited instances, credit risk, CIT, as an end-user, enters into wvarious
derivative transactions, all of which are transacted in over-the-counter markets
with other financial institutions. Derivatives are utilized to hedge exposures,
and not for speculative purposes. To ensure both appropriate use as a hedge and
to achieve hedge accounting treatment, whenever possible, substantially all
derivatives entered into are designated according to a hedge objective against a
specific or forecasted liability or, in limited instances, assets. The notional
amounts, rates, 1indices, and maturities of our derivatives closely match the
related terms of the underlying hedged items.

CIT wutilizes 1interest rate swaps to exchange variable-rate interest
underlying forecasted issuances of commercial paper, specific variable-rate debt
instruments, and, in limited instances, variable-rate assets for fixed-rate

amounts. These 1interest rate swaps are designated as cash flow hedges and
changes in fair value of these swaps, to the extent they are effective as a
hedge, are recorded in other comprehensive income. Ineffective amounts are

recorded in interest expense.

CIT GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Unaudited) (Continued)
The components of the adjustment to Accumulated Other Comprehensive Income

for derivatives qualifying as hedges of future cash flows are presented in the
following table ($ in millions).

Fair Value

Adjustments of Inco

Derivatives Tax Ef

Balance at December 31, 2004 —— unrealized 10SS .. vvweeeeennnnnennn $(41.3) S 14
Changes in fair values of derivatives qualifying

as cash flow hedges ...ttt i ettt ettt et e eteeeeeeeannn 77.7 (30

Balance at March 31, 2005 —-- unrealized gain ......eiiiiieneeeennnnn S 36.4 $(16

14
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The unrealized gain as of March 31, 2005, ©presented 1in the preceding
table, primarily reflects our use of interest rate swaps to convert
variable-rate debt to fixed-rate debt, followed by increasing market interest
rates. Assuming no change in interest rates, approximately $5.0 million, net of
tax, of Accumulated Other Comprehensive Income is expected to be reclassified to
earnings over the next twelve months as contractual cash payments are made. The
Accumulated Other Comprehensive Income (along with the corresponding swap asset
or liability) will be adjusted as market interest rates change over the
remaining life of the swaps.

The ineffective amounts, due to changes in the fair value of cash flow

hedges, are recorded as either an increase or decrease to interest expense as
presented in the following table ($ in millions).

Increase/Decrease

Ineffectiveness to Interest Expense
For the quarter ended
March 31, 2005 (Restated)............. $2.3 Decrease
For the quarter ended March 31, 2004 ... $0.3 Decrease

CIT also utilizes interest rate swaps to convert fixed-rate interest on
specific debt instruments to variable-rate amounts. These interest rate swaps
are designated as fair value hedges and changes in fair value of these swaps are
effectively recorded as an adjustment to the carrying value of the hedged item,
as the offsetting changes in fair value of the swaps and the hedged items are
recorded in earnings.

The following table presents the notional principal amounts of interest
rate swaps by class and the corresponding hedged liability item ($ in millions):

March 31, December 31,
2005 2004

Effectiv
Floating to fixed-rate SWaPS. ... eeeeereeeennneeeeennn $ 3,292.1 $ 3,533.6 an equiv
paper, v
assets t
Effectiv
Fixed to floating-rate sSwapsS. ... ei et itteenneennnn 6,880.3 7,642.6 an equiv
—————————————————— and sele

Total interest rate SWaPS .ttt teeeeeenneeeeeens $10,172.4 $11,176.2

In addition to the swaps 1in the table above, in conjunction with
securitizations, at March 31, 2005, CIT has $2.1 billion in notional amount of
interest rate swaps outstanding with the related trusts to protect the trusts
against interest rate risk. CIT entered into offsetting swap transactions with
third parties totaling $2.1 billion in notional amount at March 31, 2005 to
insulate the related interest rate risk.

15
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CIT also wutilizes foreign currency exchange forward contracts and
cross—currency swaps to hedge currency risk underlying foreign currency loans to
subsidiaries and the net investments in foreign operations. These contracts are
designated as foreign currency cash flow hedges or net investment hedges and
changes in fair value of these contracts are recorded in other comprehensive
income along with the translation gains and losses on the underlying hedged
items. CIT utilizes cross currency swaps to hedge currency risk underlying
foreign currency debt and selected foreign currency assets. These swaps are
designated as foreign currency cash flow hedges or foreign currency fair value
hedges and changes in fair wvalue of these contracts are recorded in other
comprehensive income (for <cash flow hedges), or effectively as a Dbasis
adjustment (including the impact of the offsetting adjustment to the carrying
value of the hedged item) to the hedged item (for fair value hedges) along with
the transaction gains and losses on the underlying hedged items.

10

CIT GROUP INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Unaudited) (Continued)

During 2005 and 2004, CIT entered into credit default swaps, with a
combined notional value of $118.0 million and terms of 5 years, to economically
hedge certain CIT credit exposures. These swaps do not meet the requirements for
hedge accounting treatment and therefore are recorded at fair value, with both
realized and unrealized gains or losses recorded 1in other revenue 1in the
consolidated statement of income. The fair value adjustment for the quarter
ended March 31, 2005 amounted to a $1.2 million pretax loss. CIT also has
certain cross-currency swaps (with a combined notional principal of $1,764
million (Restated)) and an interest rate swap (basis swap denominated in U.S.
dollars (with notional ©principal of $935 million) that was acquired in the
educational lending acquisition. These instruments economically hedge exposures,
but do not qualify for hedge accounting. These derivatives are recorded at fair
value, with both realized and unrealized gains or losses recorded in other
revenue in the consolidated statement of income.

Note 8 —— Certain Relationships and Related Transactions
CIT is a partner with Dell Inc. ("Dell") in Dell Financial Services L.P.
("DFS"), a joint venture that offers financing to Dell's customers. The joint

venture provides Dell with financing and leasing capabilities that are
complementary to its product offerings and provides CIT with a steady source of
new financings. The joint venture agreement provides Dell with the option to
purchase CIT's 30% interest in DFS in February 2008 based on a formula tied to
DFS profitability, within a range of $100 million to $345 million. CIT has the
right to purchase a minimum percentage of DFS's finance receivables on a
declining scale through January 2010.

CIT regularly purchases finance receivables from DFS at a premium,
portions of which are typically securitized within 90 days of purchase from DFS.
CIT has limited recourse to DFS on defaulted contracts. In accordance with the
joint venture agreement, net income and losses generated by DFS as determined
under GAAP are allocated 70% to Dell and 30% to CIT. The DFS board of directors
voting representation is equally weighted between designees of CIT and Dell,
with one independent director. DFS is not consolidated 1in CIT's financial
statements and is accounted for under the equity method. At March 31, 2005 and
December 31, 2004, financing and leasing assets related to the DFS program
included in the CIT Consolidated Balance Sheet (but excluding certain related
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International receivables originated directly by CIT) were approximately $2.2
billion and $2.0 billion, and securitized assets included in managed assets were
approximately $2.2 billion and $2.5 billion, respectively. In addition to the
owned and securitized assets acquired from DFS, CIT's investment in and loans to
the joint venture were approximately $217 million and $267 million at March 31,
2005 and December 31, 2004.

CIT also has a Jjoint venture arrangement with Snap-on Incorporated
("Snap-on") that has a similar business purpose and model to the DFS arrangement
described above, including limited credit recourse on defaulted receivables. The

agreement with Snap-on extends until January 2006. CIT and Snap-on have 50%
ownership interests, 50% board of directors' representation, and share income

and losses equally. The Snap-on joint venture is accounted for under the equity
method and is not consolidated in CIT's financial statements. At both March 31,
2005 and December 31, 2004, financing and leasing assets were approximately $1.1
billion and securitized assets included in managed assets were $0.1 billion. In
addition to the owned and securitized assets purchased from the Snap-on joint
venture, CIT's investment in and loans to the joint venture were approximately
$18 million and $16 million at March 31, 2005 and December 31, 2004. Both the
Snap-on and the Dell Jjoint venture arrangements were acquired in a 1999
acquisition.

Since December 2000, CIT has been a joint venture partner with Canadian
Imperial Bank of Commerce ("CIBC") in an entity that is engaged in asset-based
lending in Canada. Both CIT and CIBC have a 50% ownership interest in the joint
venture, and share income and losses equally. This entity is not consolidated in
CIT's financial statements and is accounted for under the equity method. At
March 31, 2005 and December 31, 2004, CIT's investment in and loans to the joint
venture were approximately $218 million and $191 million.

CIT invests in wvarious trusts, partnerships, and limited 1liability
corporations established in conjunction with structured financing transactions
of equipment, power and infrastructure projects. CIT's interests in certain of
these entities were acquired Dby CIT in a 1999 acquisition, and others were
subsequently entered into in the normal course of business. At both March 31,
2005 and December 31, 2004, other assets included approximately $19 million of
investments in non-consolidated entities relating to such transactions that are
accounted for under the equity or cost methods.

11

CIT GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Unaudited) (Continued)

Certain shareholders of CIT provide investment management, banking and
investment banking services in the normal course of business.

Note 9 —-- Postretirement and Other Benefit Plans

The following table discloses various components of pension expense ($ in
millions) :

For the Quarters
Ended March 31,

Retirement Plans
Service COSt vttt ittt e $5.0 $4.5
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Interest cost ... 4.3 3.9
Expected return on plan assets ..... (4.8) (4.1)
Amortization of net loss ........... 0.7 0.7
Net periodic benefit cost .......... $5.2 $5.0

Postretirement Plans

Service COSt ..ttt e $0.6 $0.5
Interest cost .....iiiiiiiiiiiiin 0.8 0.8
Amortization of net (gain) loss .... 0.2 0.3
Net periodic benefit cost .......... $1.6 $1.6
Note 10 —-- Commitments and Contingencies
The accompanying table summarizes the contractual amounts of
credit-related commitments and purchase and funding commitments. ($ in
millions) .
March 31, 2005
Due to Expire Decem
______________________ 2
During 2006 Total To
2005 and beyond Outstanding Outst
Credit Related Commitments
Financing and leasing assets ...........o... $1,180.6 $7,850.1 $9,030.7 8,
Letters of credit and acceptances:
Standby letters of credit ................ 559.6 36.7 596.3
Other letters of credit .................. 539.4 0.5 539.9
ACCEPLANCES vttt ittt e e e e e e e e 20.3 20.3
(€= o= o =T 82.8 12.2 95.0
Purchase and Funding Commitments
Aerospace purchase commitments ............. 774.0 1,254.0 2,028.0 2,
Other manufacturer purchase commitments .... 470.2 - 470.2
Sale—-leaseback payments .........cciiiiie... 8.8 464.5 473.3
Venture capital fund commitments ........... 0.5 36.1 36.6

In the normal course of meeting the financing needs of its customers, CIT
enters into various credit-related commitments, including commitments to provide
financing and leasing capital, letters of credit and guarantees. Standby letters
of credit obligate CIT to pay the Dbeneficiary of the letter of credit in the
event that a CIT client to which the letter of credit was issued does not meet
its related obligation to the beneficiary. These financial instruments generate
fees and involve, to varying degrees, elements of credit risk in excess of the
amounts recognized in the consolidated Dbalance sheets. To minimize potential
credit risk, CIT generally requires collateral and other credit-related terms
and conditions from the customer. At the time credit-related commitments are
granted, the fair value of the underlying collateral and guarantees typically
approximates or exceeds the contractual amount of the commitment. In the event a
customer defaults on the underlying transaction, the maximum potential loss will
generally be limited to the contractual amount outstanding less the value of all
underlying collateral and guarantees.

18
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CIT GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Unaudited) (Continued)

Guarantees are issued primarily in conjunction with CIT's factoring
product, whereby CIT provides the client with credit protection for its trade
receivables without actually purchasing the receivables. The trade terms are
generally sixty days or less. In the event that the customer is unable to pay
according to the contractual terms, then the receivables would be purchased. As
of March 31, 2005, there were no outstanding liabilities relating to these
credit-related commitments or guarantees, as amounts are generally billed and
collected on a monthly basis.

CIT has entered into aerospace commitments to purchase commercial aircraft
from both Airbus Industrie and The Boeing Company. The commitment amounts

detailed in the table are based on appraised wvalues, actual amounts will vary
based upon market factors at the time of delivery. The remaining wunits to be
purchased are 41, with 15 to be completed in 2005. Lease commitments are in
place for twelve of the fifteen units to be delivered in 2005. The order amount

excludes CIT's options to purchase additional aircraft.

Outstanding commitments to purchase equipment to be leased to customers,
other than the aircraft detailed above, relates primarily to rail equipment.
Additionally, CIT is party to railcar sale-leaseback transactions under which it
is obligated to pay a remaining total of $473.3 million, approximately $31
million per year through 2010 and declining thereafter through 2024, which is
more than offset by CIT's re-lease of the assets, contingent on its ability to
maintain railcar usage. In conjunction with this sale-leaseback transaction, CIT
has guaranteed all obligations of the related consolidated lessee entity.

CIT has guaranteed the public and private debt securities of a number of
its wholly-owned, consolidated subsidiaries, including those disclosed in Note
14 —-- Summarized Financial Information of Subsidiaries. In the normal course of
business, various consolidated CIT subsidiaries have entered into other credit
agreements and certain derivative transactions with financial institutions that
are guaranteed by CIT. These transactions are generally wused by CIT's
subsidiaries outside of the U.S. to allow the local subsidiary to borrow funds
in local currencies.

Note 11 -- Legal Proceedings

On September 9, 2004, Exgquisite Caterers v. Popular Leasing et al.
("Exquisite Caterers"), a putative national class action, was filed against 13
financial institutions, including CIT, who had acquired equipment leases
("NorVergence Leases") from NorVergence, 1Inc., a reseller of telecommunications
and Internet services to Dbusinesses. The Exquisite Caterers lawsuit is now
pending in the Superior Court of New Jersey, Monmouth County. Exquisite Caterers
based 1its complaint on allegations that NorVergence misrepresented the
capabilities of the equipment leased to its customers and overcharged for the
equipment. The complaint asserts that the NorVergence Leases are unenforceable
and seeks rescission, punitive damages, treble damages and attorneys' fees. In
addition, ©putative class action suits in Florida, Illinois, New York, and Texas
and several individual suits, all based upon the same core allegations and
seeking the same relief, have been filed by NorVergence customers against CIT
and other financial institutions.

On July 14, 2004, the U.S. Bankruptcy Court ordered the liquidation for
NorVergence under Chapter 7 of the Bankruptcy Code. Thereafter, the Attorneys
General of several states commenced investigations of NorVergence and the
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financial institutions, including CIT, that purchased NorVergence Leases. CIT
entered into settlement negotiations with those Attorneys General. CIT reached
separate settlements with the New York and New Jersey Attorneys General. Under
those settlements, lessees in those states will have an opportunity to resolve
all claims by and against CIT by paying a percentage of the remaining balance on
their lease. Negotiations with other Attorneys General are continuing. CIT has
also been asked by the Federal Trade Commission to ©produce documents for
transactions related to NorVergence. In addition, on February 15, 2005, CIT was
served with a subpoena seeking the production of documents in a grand jury
proceeding being conducted by the U.S. Attorney for the Southern District of New
York in connection with an investigation of transactions related to NorVergence.
CIT is in the process of complying with these information requests.

In addition, there are various proceedings against CIT, which have arisen

in the ordinary course of Dbusiness. While the outcomes

of the ©NorVergence

related 1litigation and the ordinary course legal proceedings, and the related

activities, are not certain, based on present assessments,
believe that they will have a material adverse effect on the
of CIT.

13
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Unaudited) (Continued)

Note 12 —-- Severance and Facility Restructuring Reserves

The following table summarizes previously established purchase accounting

liabilities (pre-tax) related to severance of employees and

as well restructuring activities during 2005 ($ in millions):

Severance

Number of

Employees Reserve
Balance at December 31, 2004 ... 129 $12.2
2005 additions ......... .. - -
2005 utilization ............... (20) (3.9)
Balance at March 31, 2005 ...... 109 $ 8.3

closing facilities,

Facilities
Number of Tot
Facilities Reserve Rese
15 $5.7 $1
- 2.5
(1) (0.7) (

The beginning severance reserves relate primarily to the 2004 acquisition

of a Western European vendor finance and leasing Dbusiness,

and include amounts

payvable within the year after the acquisition to individuals who chose to

receive payments on a periodic basis. Severance and facilities restructuring
liabilities were established under purchase accounting in conjunction with fair
value adjustments to acquired assets and liabilities. The additions during the

quarter ended March 31, 2005 correspond to facility exit plan refinements
relating to the acquired Western European vendor finance and leasing business,
and were similarly recorded as fair value adjustments to purchased liabilities
(additions to goodwill). The facility reserves relate primarily to shortfalls in
sublease transactions and will be utilized over the remaining lease terms,

generally 6 years.
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Note 13 —-- Goodwill and Intangible Assets, Net

Goodwill and intangible assets totaled $906.4 million and $596.5 million
at March 31, 2005 and December 31, 2004. The Company periodically reviews and
evaluates its goodwill and other intangible assets for potential impairment.
Effective October 1, 2001, the Company adopted SFAS No. 142, "Goodwill and Other
Intangible Assets" ("SFAS 142"), under which goodwill is no longer amortized but
instead is assessed periodically for impairment.

The most recent goodwill impairment analysis was performed during the
fourth quarter of 2004, which indicated that the fair value of goodwill was in
excess of the carrying value.

The following table summarizes the goodwill balance by segment ($ in
millions) :

Specialty Specialty

Finance - Finance - Commercial

Commercial Consumer Finance
Balance at December 31, 2004 ...ttt ennennnn $62.3 S - $370.4
Additions, foreign currency translation, other .... 0.7 257.6 -
Balance at March 31, 2005 ... ittt tnennnennnn $63.0 $257.6 $370.4

The increase in goodwill during the quarter was primarily due to the
education lending acquisition in Specialty Finance -- consumer. Management is in
the process of finalizing additional integration plans relating to this
acquisition. Accordingly, additional purchase accounting refinements may result
in an adjustment to goodwill and acquired intangibles.

Other intangible assets, net, are comprised primarily of acquired customer
relationships (Specialty Finance and Commercial Finance balances), as well as
proprietary computer software and related transaction processes (Commercial
Finance). The following table summarizes the net intangible asset balances by
segment ($ in millions):

Specialty Specialty

Finance - Finance - Commercial

Commercial Consumer Finance
Balance at December 31, 2004 ...ttt iteennennnn $68.0 S - $ 95.8
Additions, foreign currency translation, other .... (2.8) 29.0 30.0
AN 41 T wile 2wl I (2.4) —— (2.2)
Balance at March 31, 2005 ...ttt tneennennnn $62.8 $29.0 $123.6

14
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CIT GROUP INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Unaudited) (Continued)

The increase was primarily related to the education lending acquisition in
Specialty Finance - consumer and a factoring acquisition in Commercial Finance.
Other intangible assets are being amortized over their corresponding 1lives
ranging from five to twenty years in relation to the related cash flows, where
applicable. Amortization expense totaled $4.6 million and $2.2 million for the
quarters ended March 31, 2005 and 2004. Accumulated amortization totaled $28.3
million and $23.7 million at March 31, 2005 and December 31, 2004. The projected
amortization for the years ended December 31, 2005 through December 31, 2009 is:
$20.8 million for 2005; $20.3 million for 2006; $17.0 million for 2007; $17.1
million for 2008 and $17.3 million for 2009.

Note 14 —-- Summarized Financial Information of Subsidiaries

The following presents condensed consolidating financial information for
CIT Holdings LLC and Capita Corporation (formerly AT&T Capital Corporation). CIT
has guaranteed on a full and wunconditional Dbasis the existing debt securities
that were registered wunder the Securities Act of 1933 and certain other
indebtedness of these subsidiaries. CIT has not presented related financial
statements or other information for these subsidiaries on a stand-alone Dbasis.
($ in millions)

CIT
CONSOLIDATING CIT Capita Holdings
BALANCE SHEETS Group Inc. Corporation LLC
March 31, 2005 (Restated)
ASSETS
Net finance receivables ............... $ 1,078.0 $3,434.1 $1,759.7
Operating lease equipment, net ........ - 517.0 126.8
Finance receivables held for sale ..... - 117.4 69.6
Cash and cash equivalents ............. 826.5 667.3 73.6
Other assets ..ttt ittt it eieennnn 10,068.0 91.4 292.5
Total ASSELS v iiiii ittt eeennnneeennn $11,972.5 $4,827.2 $2,322.2
LIABILITIES AND STOCKHOLDERS' EQUITY
LY o $35,845.2 $ 459.2 $1,224.0

Credit balances of factoring clients .. - -

Accrued liabilities and payables ...... (30,207.9) 3,800.1 (451.2

Total Liabilities ................... 5,637.3 4,259.3 772.8

Minority interest ........... ..o - -

Total Stockholders' Equity ............ 6,335.2 567.9 1,549.4

Total Liabilities and

Stockholders' Equity .........co..... $11,972.5 $4,827.2 $2,322.2

December 31, 2004

ASSETS

Net finance receivables ............... $ 1,121.1 $3,129.8 $1,682.7
Operating lease equipment, net ........ - 517.9 130.8
Finance receivables held for sale ..... - 122.4 72.0

Other
Subsidiar

$34,287
7,669
1,294

$28,497
7,642
1,446
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Cash and cash equivalents .............
Other assets ...ttt

Total ASsSetsS ittt ittt it iiiieeeenn

LIABILITIES AND STOCKHOLDERS' EQUITY
DY @
Credit balances of factoring clients
Accrued liabilities and payables ......

Total Liabilities ........oiiiii
Minority interest .......... ..o
Total Stockholders' Equity ............

Total Liabilities and
Stockholders' Equity .........c......

CIT GROUP INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Unaudited)

CONSOLIDATING
STATEMENTS OF INCOME

Three Months Ended March 31, 2005 (Restated)
Finance inCoOme . ... ..t iiiiieeeennneneeennn
Interest exXPense .. ... ittt ittt

Net finance income ..........couiiiieeeennnnn

Depreciation on operating

lease equipment . ...... ..ttt

Net finance margin .........c.ceoeeiieeeennnn.
Provision for credit losses ...............

Net finance margin, after provision

for credit 10SSES ittt e e
Equity in net income of subsidiaries ......
Other revenue . .......iiiiitteennnnnennnnn

Net gain on venture capital investments

Operating margin .........oiiiitinenneennn.
Operating eXpPenses . ... eieteeeneeeeeennn

Income (loss) before provision for

1NCOME LaAXES vttt ittt ittt ettt eeeeee
Benefit (Provision) for income taxes ......
Minority interest, after tax ..............

15

1,311.4
9,536.8

CIT
Group Inc.

670.8 127.5
(278.9) 316.2
$4,162.0 $2,329.2
487.8 $1,383.8
3,184.5 (591.3)
3,672.3 792.5
489.7 1,536.7
$4,162.0 $2,329.2
(Continued)
CIT
Capita Holdings
Corporation LLC
$162.9 $ 55.7
41.6 3.6
121.3 52.1
66.5 11.0
54.8 41.1
11.1 2.1
43.7 39.0
33.3 21.4
77.0 60.4
26.6 18.5
50.4 41.9
(18.9) (15.4)

Othe
Subsidi

$803
372

431

160

271

241

178

430
163

266
(97
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Net 1nCome ...ttt ittt ittt et ee et eaenn

Three Months Ended March 31, 2004

Finance inCome . ......uiiiieeeennnnnenennn
Interest exXpense . ... ...ttt ittt

Net finance income ..........couiiiieeeennnnn

Depreciation on operating

lease equipment . ...... ..t

Net finance margin .........c.ceceiiieeeennnn.
Provision for credit losses ...............

Net finance margin, after provision

for credit 10SSE€S ittt e e
Equity in net income of subsidiaries ......
Other revenue . .......iiiiietetnnnnnenennn

Net gain on venture capital investments

Operating margin .........oiiiiiiinenneennnn
Operating eXpPenses . ... eeeteeeneeneeennn
Gain on redemption of debt ................

Income (loss) before provision for

1NCOME LaAXES 't ittt ittt ettt et eeaeeee
Provision for income taxes ................

Net 1nCome ...ttt ittt ettt et e ee e e eaennn

16

CIT GROUP INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-- (Unaudited)

CONSOLIDATING
STATEMENT OF CASH FLOWS

Three Months Ended March 31, 2005 (Restated)

Cash Flows From Operating Activities:
Net cash flows provided by

(used for) operations ............oi.....

Cash Flows From Investing Activities:
Net (decrease) increase in financing and

leasing assetsS .t vi ittt ittt e e e

Decrease in inter-company loans

and investments ....... .ttt
Other .. i e e e e e e e e e e

Net cash flows (used for) provided by

CIT
Group Inc.

$ 2,681.8

Capita
Corporation

(Continued)

CIT
Holdings
LLC

252

184

165

350
161

Other
Subsidia

$(1,732

(1,372
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investing activities ......... .. .. (4,285.0) (359.2) (78.3) (1,277

Cash Flows From Financing Activities:

Net increase (decrease) in debt ........... 1,146.1 (28.6) (159.8) (588
Net loans extended-pledged ................ - - - (167
Inter-company financing ................... - 678.6 (96.6) 3,745
Cash dividends paid ........cciiiiiiiieee... (27.8) - -

Other ... e e e - - —= (9

Net cash flows provided by
(used for) financing activities ......... 1,118.3 650.0 (256.4) 2,979

Net (decrease) in cash and

cash equivalents ........coiiiiiiiinnnnne.. (484.9) (3.5) (53.9) (29
Cash and cash equivalents,
beginning of period .......... i 1,311.4 670.8 127.5 100

Cash and cash equivalents,
end of period ...ttt e $ 826.5 $ 667.3 $ 73.6 $ 70

Three Months Ended March 31, 2004
Cash Flows From Operating Activities:
Net cash flows provided by
(used for) operations .........eiiiennn.. S 65.0 S (83.3) $(141.1) S 877
Cash Flows From Investing Activities:
Net (decrease) increase in financing and

leasing assSetsS v iii ittt e e 374.0 154.4 18.1 (2,222
Decrease in inter-company loans

and investments ...t ittt (2,508.4) —— ——
Other ... e e e e -— -— - (1

Net cash flows (used for) provided by
investing activities ......... .. .. (2,134.4) 154 .4 18.1 (2,223

Cash Flows From Financing Activities:

Net increase (decrease) in debt ........... 1,222.7 (467.2) 25.7 (403
Inter-company financing ................... - 458.1 126.1 1,924
Cash dividends paid ........cciiiiiiiiee.... - - - (28
Other .. e e e - - - (8

Net cash flows provided by
(used for) financing activities ......... 1,222.7 (9.1) 151.8 1,484

Net increase (decrease) 1in cash and

cash equivalents ........cciiiiiiiinnnnn.. (846.7) 62.0 28.8 138
Cash and cash equivalents,
beginning of period .......... i 1,479.9 410.6 227.5 (144

Cash and cash equivalents,
end of period ....... ..ttt $ 633.2 S 472.6 $ 256.3 $ (5

17

Note 15 —-- Restatement Relating to Derivative Hedge Accounting

During the fourth quarter of 2005, we learned of an interpretation with
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respect to applying the "matched terms" approach in hedge accounting under
Statement of Financial Accounting Standards No. 133, Accounting for Derivative
Instruments and Hedging Activities, as amended ("SFAS 133"). We reviewed our
accounting for certain cross-currency interest rate swaps ("compound swaps" or
"compound derivatives") under SFAS 133.

We determined that certain compound swaps were not appropriately accounted
for, even though these compound swaps were highly effective economic hedges of
the interest rate and currency exchange risks associated with foreign
denominated debt. We documented these swaps originally as "matched terms"
hedges, which assumes no hedge ineffectiveness. The swaps would have qualified
for "long-haul" hedge accounting with ineffectiveness reflected in current
earnings. However, the swaps did not qualify for hedge accounting treatment from
their inception, as SFAS 133 does not allow for subsequent documentation
modifications.

The elimination of hedge accounting from inception of the compound swaps
resulted in an increase in pre-tax income of $27.7 million for the three months
ended March 31, 2005, to reflect the elimination of adjustments to the basis of
the corresponding debt under SFAS 133 fair value hedge accounting for changes in
interest rates during the period. This amount includes an 1increase of
approximately $17 million in other revenue for 2004 and prior derivative hedge
accounting adjustments that management determined to be immaterial to the 2004
annual and interim financial statements. This 1increase to revenues in the
current period will reduce future earnings by an equal amount through 2015. We
are also including other previously identified, immaterial, in-period financial
statement changes for various revenue and expense accruals in conjunction with
this restatement with respect to year to date results.

The primary impacts of this restatement of non-cash items on our financial
statements are as follows ($ in millions, per share amounts in dollars):

Previously
At or for the Quarter Ended Reported Restated Change
March 31, 2005  mmmmm————— e
Income Statement
Finance InCOmME ...t i ittt et etnneeeneennnnn $ 1,022.0 $ 1,028.0 $ 6.0
Interest eXPeNSE ..t i ittt ettt neeeeeeeenns 394.2 391.5 (2.7)
Other revenue . .......iiiiiititneneneneennn 239.4 265.7 26.3
Salaries and general operating
EXPENSES 4ttt ettt 261.0 264.0 3.0
Provision for income taxes ................ 122.8 137.6 14.8
Net Income . ...ttt it i et e eeaeenn 210.4 227.6 17.2
Basic earnings per share .................. 1.00 1.08 0.08
Diluted earnings per share ................ 0.98 1.06 0.08
Balance Sheet
Finance receivables and education lending
receivables. vttt e e e e e e e 41,182.5 41,180.1 (2.4)
Other assets ..ttt ittt ettt et ee e 2,756.8 2,762.8 6.0
Total debt ... e 42,525.3 42,493.9 (31.4)
Accrued liabilities and payables .......... 3,619.1 3,636.9 17.8
Total stockholders' equity ................ 6,318.0 6,335.2 17.2

The effect of the restatement on our statement of financial position at
the end of the reported period is immaterial and the restatement has no effect
on our cash flows.

18
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Item 2. Management's Discussion and Analysis of Financial Condition and Results
of Operations
and

Item 3. Quantitative and Qualitative Disclosure about Market Risk

Certain data within this section has been "Restated" as detailed in Note
15 —— Restatement Relating to Derivative Hedge Accounting to the financial
statements.

CIT Group Inc., a Delaware corporation, is a global commercial and
consumer finance company that was founded in 1908. CIT provides financing and
leasing capital for consumers and companies in a wide variety of industries,
offering vendor, equipment, commercial, factoring, home lending, educational
lending and structured financing products.

Refer to the Company's Annual Report on Form 10-K for the year ended
December 31, 2004 for a glossary of key terms used in our business and an
overview of profitability drivers and related metrics.

This "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. See "Non-GAAP Financial
Measurements" for additional information.

Profitability and Asset Growth

Net income for the quarter ended March 31, 2005 was $227.6 million, wup
from $189.3 million in the first quarter of 2004. Prior year net income included
a $25.5 million after tax gain on early debt redemption. The improved results
reflected lower charge-offs, strong non-spread revenues and a lower effective
tax rate. Also, the current vyear quarter includes a pre-tax gain of $27.7
million related to derivatives that do not qualify for hedge accounting
treatment.

Profitability measurements for the respective periods are presented in the
table below:

Quarters Ended

March 31,
2005 2004
(Restated)
Net income per diluted share ...... ...ttt teenneeeeennnnns $1.06 $0.88
Net income as a percentage of average earning assets (AEA) ... 2.07% 2.05%
Return on average tangible equity .......iiiiiiiiiiiineneeennn. 16.5% 15.1%
Return on average eqUity ..o vt iiii ittt ittt et eeeneeeeeeeenns 14.7% 13.8%

For the quarter ended March 31, 2004, net income per diluted share, net income
as a percentage of AEA, return on average tangible equity and return on average
equity excluding the gain on redemption of debt, were $0.76, 1.78%, 13.1% and
11.9%, respectively.

Managed assets were $58.8 Dbillion at March 31, 2005, wup 10.0% and 17.4%
from last quarter and last year. The increase for the quarter included $4.4
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billion in receivables from the acquisition of Education Lending Group, $864
million from a factoring purchase and continued home lending program growth.
These increases were in part offset by the sale of approximately $400 million in
non-strategic assets.

Results by Business Segment

The tables that follow summarize selected financial information by
business segment. During the quarter, we began measuring segment performance
using risk-adjusted capital, which allocates capital to the segments by applying
different leverage ratios to each business using market and risk criteria. The
capital allocations reflect the relative risk of individual asset classes within
the segments and range from approximately 2% of managed assets for U.S.
government guaranteed education loans to approximately 15% of managed assets for
longer-term assets such as aerospace and rail. The 2004 results have been
conformed to the current presentation. ($ in millions)

Quarters Ended March 3

2005 (Restated)

Return on

Net Return Risk-Adjusted Net
Income on AEA Capital Income
Specialty Finance -- commercial .......... $ 77.9 2.81% 22.5% S 68.8
Specialty Finance —-- consumer ............ 15.7 0.80% 12.4% 8.0
Total Specialty Finance ............... 93.6 1.98% 19.7% 76.8
Commercial Finance .........oiuiuiuiuiieeeeennn 73.6 3.40% 24.0% 66.6
Equipment Finance ........ouieieeeeennneennn 20.3 1.23% 8.7% 15.6
Capital Finance . ... .. iiiieeennnneennn 33.0 1.35% 9.6% 25.1
Total Commercial Finance .............. 126.9 2.03% 14.4% 107.3
Corporate, including certain charges .... 7.1 0.06% - 5.2
Total ittt e e e $227.6 2.07% 16.5% $189.3
19
Results by segment were as follows:
o Specialty Finance —-- commercial reflected higher earnings in the
international, small / mid-ticket leasing and small business lending
units. These improvements were partially offset by lower major
vendor earnings.
o Specialty Finance —-- consumer reported strong home lending results

due to a higher earnings assets base and lower charge-offs.
Education lending was essentially Dbreak-even after costs of funding
for the period of CIT's ownership.
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o Commercial Finance earnings benefited from continued high returns in
both the factoring and asset-based lending (Business Credit)
businesses. The earnings improvement from the prior vyear was
particularly strong in the Business Credit unit, reflecting higher
risk—-adjusted margins and non-spread revenue, as factoring
commissions were down modestly from last vyear. The factoring
acquisition closed on March 31 and did not impact first quarter
earnings.

o Equipment Finance returns, while still below management's

expectations, improved from 2004, reflecting strong improvement in
the level of charge-offs.

o Capital Finance returns rebounded from lower prior year results. The
2005 improvement reflects stronger lease rentals in both aerospace

and rail, as well as lower charge-offs.

Corporate included amounts as shown in the table below (after tax):

Quarters Ended March 31,

2005 2004
(Restated)

Unallocated EXPEeNSES vttt eeeneeneeeeeeeeennnnnns $(14.3) $(16.5)
Gain on derivatives. ...ttt ittt e e e 15.7 -
Gain on debt redemption ..........iiiiiiiiiiiieeeenn - 25.5
Venture capital operating income / (losses) (1) .... 5.7 (3.8)

0 ) it S 7.1 $ 5.2
(1) Venture capital operating income / (losses) include realized and

unrealized gains and losses related to venture capital investments as well
as interest costs and other operating expenses associated with these
portfolios.

Net Finance Margin

A table summarizing the components of net finance margin is set forth

below ($ in millions):
Quarters Ended March 31,
2005 2004
(Restated)
Finance income -- loans and capital leases ..... $ 670.0 S 556.6
Rental income on operating leases(l) ........... 358.0 340.3
Interest EXPENSE .t ittt ittt it ettt eeaneeeeeens 391.5 298.0
Net finance income ........c.iiiiitennnnnnnn. 636.5 598.9
Depreciation on operating lease equipment (2) ... 237.6 235.8
Net finance margin . .....eeee e e eeeennnneeens $ 398.9 S 363.1
Average Earnings Asset ("AEA") ...ttt $44,083.4 $36,865.1
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As a % of AEA:
Finance income -- loans and capital leases ..... 6.08% 6.04%
Rental income on operating leases .............. 3.25% 3.69%
Interest EeXPENSE .t ittt ittt ittt eeaneeaeeens 3.55% 3.23%
Net finance income ........c.iiiiitennnneenn. 5.78% 6.50%
Depreciation on operating lease equipment ...... 2.16% 2.56%
Net finance margin .......c.eeieieeeennnneennn 3.62% 3.94%
As a % of AOL:
Rental income on operating leases .............. 17.33% 17.93%
Depreciation on operating lease equipment ...... 11.50% 12.42%
Net operating lease margin .............c.... 5.83% 5.51%
Average Operating Lease Equipment ("AOL") ...... $ 8,264.1 $ 7,590.0
(1) Reduced by certain rail maintenance costs of $7.9 million and $6.0 million

in 2005 and 2004

Reduced by certain aerospace maintenance costs of $3.8 million and $1.3
million in 2005 and 2004

20

Analysis of net finance margin is as follows:

o

Finance income increased in amount from 2004, but was essentially
flat as a percentage of AEA, as the benefit of variable-rate assets
repricing was offset by the blending of the lower-yielding education
lending receivables into the portfolio and an interest charge that
reduced 2005 income. The education lending acquisition, though owned
by CIT for only half the quarter, dampened 2005 margin Dby
approximately 13 basis points, given the lower margin of these
low-risk, U.S. government guaranteed loans. The interest charge was
a 12 basis point ($13.1 million), one-time reduction in interest
previously accrued 1in a Specialty Finance - commercial vendor
program. This amount related to third-party servicing errors which
began in 2003.

Interest expense increased from 2004, reflecting the higher 2005
interest rate environment, longer-term debt issuances and a greater
proportion of fixed-rate debt in the portfolio.

The decline in net finance margin as a percentage of AEA reflects
the above factors as well as a pricing environment that is
competitive in the lending businesses, particularly in the Business
Credit wunit and in Equipment Finance. Lease margin trends were
favorable as discussed below.

Both rental income and depreciation expense declined as a percentage
of AOL from 2004, reflecting the continued asset mix change from
shorter-term to longer-lived assets. These longer-lived assets in
Capital Finance have lower rental rates as a percentage of the asset
base than small to mid-ticket leasing assets in Specialty Finance
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and Equipment Finance.

o Operating lease margin improved 32 basis points from 2004,
reflecting improved aerospace and rail pricing in Capital Finance.
See "Concentrations —-- Operating Leases" for additional information

regarding our operating lease assets.

During the first quarter of 2005, we reclassified certain aerospace and
rail maintenance costs from operating expense to lease margin to align public

reporting with our internal business measures. The amounts are specific to
individual assets. These costs include amounts that are reimbursed through rail
lease payments and expenditures to place aircraft with new lessors, including

improvements and configuration changes. The impact was a reduction to margin of
$11.7 million (0.11% and 0.57% as a percentage of AEA and AOL) and $7.3 million
(0.08% and 0.38%) for 2005 and 2004. Prior period Dbalances have been conformed
to the current presentation.

We regularly monitor and simulate our degree of interest rate sensitivity
by measuring the repricing characteristics of interest-sensitive assets,
liabilities, and derivatives. The Capital Committee reviews the results of this
modeling periodically. The interest rate sensitivity modeling techniques we
employ include the creation of prospective twelve month "baseline" and "rate
shocked" net interest income simulations.

At the date that interest rate sensitivity i1s modeled, "baseline" net
interest income is derived considering the current level of interest-sensitive
assets, the current 1level of interest-sensitive liabilities and related
maturities, and the current level of derivatives. The "baseline" simulation
assumes that, over the next successive twelve months, market interest rates (as
of the date of simulation) are held constant and that no new loans or leases are
extended. Once the "baseline" net interest income is calculated, market interest
rates, which were previously held constant, are raised instantaneously 100 basis
points across the entire yield curve, and a "rate shocked"” simulation is run.
Interest rate sensitivity is then measured as the difference Dbetween calculated
"baseline" and "rate shocked" net interest income.

An immediate hypothetical 100 basis point increase in the yield curve on
April 1, 2005 would reduce net income by an estimated $17 million after-tax over
the next twelve months. A corresponding decrease in the yield curve would cause
an increase in net income of a like amount. A 100 basis point increase in the
yield curve on April 1, 2004 would have reduced net income by an estimated $15
million after tax, while a corresponding decrease in the yield curve would have
increased net income by a like amount. Although management believes that this
measure provides an estimate of our interest rate sensitivity, it does not
account for potential changes in the credit quality, size, composition and
prepayment characteristics of the balance sheet and other business developments
that could affect net income. Accordingly, no assurance can be given that actual
results would not differ materially from the estimated outcomes of our
simulations. Further, such simulations do not represent management's current
view of future market interest rate movements.
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A comparative analysis of the weighted average principal outstanding and
interest rates on our debt before and after the effect of interest rate swaps is
shown in the following table ($ in millions):

Before Swaps After Swaps

31



Edgar Filing: CIT GROUP INC - Form 10-Q/A

Quarter Ended March 31, 2005 (Restated)
Commercial paper, variable-rate senior

notes and bank credit facilities ......... $15,328.3 2.81% $19,609.4 3.
Fixed-rate senior and subordinated notes .... 24,288.1 4.92% 20,007.0 4.
COMPOSItE ittt ettt e e e $39,616.4 4.10% $39,616.4 3.

Quarter Ended March 31, 2004
Commercial paper, variable-rate senior

notes and bank credit facilities ......... $13,704.2 1.56% $17,823.7 2.
Fixed-rate senior and subordinated notes .... 18,948.1 5.70% 14,828.6 5.
(03111 o X< I i $32,652.3 3.96% $32,652.3 3.

The weighted average interest rates before swaps do not necessarily
reflect the interest expense that would have been incurred over the life of the
borrowings had the 1interest rate risk been managed without the use of such
swaps.

Net Finance Margin after Provision for Credit Losses (Risk-Adjusted Margin)
The following table summarizes risk-adjusted margin, both in amount and as

a percentage of AEA ($ in millions):

Quarters Ended

March 31,
2005 2004
(Restated)

Net finance Margin ...ttt eeeeeneeeeeeennns $398.9 $363.1
Provision for credit 1oSsSes ..., 45.3 85.6
Net finance margin after provision for credit

losses (risk adjusted margin) ..........cieio... $353.6 $277.5
As a % of AEA:
Net finance margin .. ......ouiiii it tneenneneenns 3.62% 3.94%
Provision for credit 1oSsSes .....iiiiiiiiiiiiinnn. 0.41% 0.93%
Net finance margin after provision for credit

losses (risk adjusted margin) ...............0... 3.21% 3.01%

Risk-adjusted margin improved from 2004 as lower charge-offs more than
offset the previously-discussed decline in net finance margin. Charge-off trends
are discussed further in "Credit Metrics".

Other Revenue
The components of other revenue are set forth in the following table ($ in

millions) :

Quarters Ended
March 31,
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Fees and other income .........c.ciiiiiiiiinnnnnnns.

Factoring commissions ........ceuiiiieeeennnnennnnn

Gain on derivatives ....... ...,

Gains on sales of leasing equipment ...............

Gains on securitizations ......... ...ttt
Total other revenue ........iiiiiiimneeeeeennnns

Other revenue as a percentage of AEA ..............

Other revenue as a percentage of total revenue

22

We continue to emphasize growth and diversification

improve our overall profitability.

o Fees and other income include securitization-related

(Restated)
$148.8

of other revenues to

servicing fees
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