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2. Exsculive Compensation,

CiT's Specific Plans, and the Status of the Implementation of Those Plans, for
Addressing the Executive Compensation Reguirements Associsted with CiTs
Participation in the CPP

As a threshold matter, the answers provided in this section address CiT's policies,
procedures and agreemenis governing exsculive compensation prior to the enactment
of the American Recovery and Reinvestment Act of 2009 {"ARRA"}. The answers do
not address any additional actions that CIT and its board of directors may be required
to take to comply with the executive compensation provisions in the ARRA (and
regulations to be promulgated thereunder by the Department of Treasury).

¢ f}i}ﬁi}mﬁﬁig TARP Reguirements As a parlicipant in the CPP, CIT was required t
mandate that iis a%ﬁgw executive officers ("SEOs™) e%m?@ a waiver of claims relating to
%3 CPP compensation limits and to amend its compensation arrangemeants applicable
s BEDes pursusnt to the applicable terms of the CPP To camply with these
requirements, the Compensstion Committee of CiT's Board of Dir @ﬁ%eﬁf% f’?*‘
“Compensation Conwnittee”) approved an omnibus amendment %{} ‘?g
and benefit plans (the “Omnibus Compensation Amendment”)
and agreements with respect to each SEC by (8) rendering fﬁ*%i‘;
receive ggﬁmz}@ﬁgaiﬁw Lzﬁiﬁ%ﬂf a “?gf‘? or agreement to the exient that *si;%“f:s
Commi es an or g@f@m%i é?’é“‘“%ﬁﬁ%’%& incentives f
sﬁ% mﬁ%@%flﬁ%ﬁ& gmﬁ M&%wﬁ ' i:?‘w value @? m )
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Implementation of Limitations on Execufive Compensation in Line with Tredsury
Guidelines

@g %
%@3 taken as ﬂ%{;&f&%g;;f 10 ooy
aunds

Offsets, if any, of Limitations on Executive Compensation by Other, Longer-Term or
Deferred Forms of Executive Compensation

T nes not offered s exscul
compaensation for the purpose of offss
EESA

Reguest for Confidential Treabmant

ached exhibits contain confidential business information that s not
; ‘% ge&;‘g&f@ public. The disclosure of this information could cause harm to CIT.
f% cordingly, we request that this sub ion e trested g3 confidential and sxempt from

nder the Fresedom of Information Act

{ HEREBY CERTIFY THAT TO THE BEST OF MY KNOWLEDGE, INFORMATION AND
BELIEF THAT ALL OF THE STATEMENTS, REPRESENTATIONS, AND SUPPORTING
DOCUMENTS MADE IN AND APPENDED TO THIS LETTER ARE ACCURATE.
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Liquidity Snapshot

« We have available secured facilil
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Objectives

« Comply with the requirements under the Capital Purchase Program of the Troubled
%%ﬁ Relief ?@%&% ("TARP”) regarding senior executive officer incer % %

mpensatio @m,%@%ﬁ%ﬁ@ that encourage "unnecessary and excessive risks”
W at threaten the value of CIT

- ldentify:
+ TARP/risk assessment team (the "TARP Team”)
» Risks affecting the business/enterprise
« Risk management practices and controls
« “"Senior executive officers” or "SEQOs” for purposes of assessment
- Consider compensation practices and initiatives for senior executive officers

- Discuss TARP Team’s preliminary assessment as to whether incentive
arrangements for senior executive officers %%% encourage @%z to take
unnecessary and excessive risks that threaten the value of CIT

B %@ - the Compensation Committee to make its required certification in the
upcoming proxy statement

ﬁ%ﬁﬁx@@ discussions at future Compensation GQE%%E meetings needed
to consider the impact of 2009 compensation decisions







Focus on “Senior Executive Officers

ﬁ

b))

Incentive Compensation

e Compensation Committee’s risk assessment is one aspect of CIT's risk
nanagement and compensation review
- TARP's risk assessment requirements apply to “SEQ” compensation arrangements
only

- TARP regulations focus on “incentive” compensation arrangements with SECs




Who is a "Senior Executive Officer’?

« A "Senior Executive Officer” or "SEO” is a “named executive officer” (as defined
under ltem 402 of Regulation S-K) who is:
- ClT's CEQ;
- CiT's CFQ; or
One of

the three other most highly compensated executive officers of CiT

« Generally, determination is made by reference to the *named executive officer” group for
the most recent fiscal year

To the extent any executive officers become an “SEQ” or a new hire is determined to be

. Tt

an “SEQ,” the TARP requirements on executive compensation will extend to them




Assessment of SEO Incentive Compensation under TARP

» Under TARP, the Compensation Committee must review the incentive
compensation arrangements of senior executive officers with CIT's office
%%f ignated to assess risk, to ensure that the SEOs’ incentiv %%@%ig
angements do not encourage the SEOs to take unnecessary and excessive risks
f% threaten the value of the company
initial risk assessment must be completed promptly, and no later than 90 days of
Treasury's xgggw@ (L.e., March 31, 2009)

Thereafter, the risk assessment must occur at least annually (untit Treasury no longer
holds any &%E or equity position in CIT)
« The Compensation Committee has requested quarterly meetings with the Chief
Risk Officer




Certifications of Compensation Committee and CEO

« The Compensation Committee must certify in the Compensation Committee
Report the Proxy Statement or CD&A that this review has occurred and that
reasonable efforts have been made to ensure that the SEQs' incentive
compensation arrangements do not encourage the SEOs to take unnecessary
and excessive risks that threaten the value of the company

» "The compensation committee certifies that it has reviewed with senior risk
officers the SEO incentive compensation arrangements and has made
reasonable efforts to ensure that such arrangements do not encourage SEQOs to

o
&

take unnecessary and excessive risks that threaten the value of CIT”

« Must keep records to substantiate all certifications




Additional Rule-Making Pending

» The Whitehouse has suspended additional rule-making under TARP, pending its
review, including recently promulgated guidance from Treasury

« Recent guidance from Treasury has suggested that:

The Compensation Committee’s certification should be included in the Compensation
Committee Report of the Proxy Statement (in lieu of the CD&A)

- The CEO must make certifications as to the Compensation Committee’s initial review.

« For CIT, this would mean that the CEO must certify to the TARP Chief Compliance
Officer, by April 30, 2009, that the Compensation Committee has conducted the
required review for 2008

- CEO must make annual certifications as to CIT's compliance with TARP's cutive
compensation @W%a%@@

- Further details of the certifications are provided in the Appendix to this presentation




Information Audit of TARP Companies

«  Office of the Special Instructor General for TARP is mw ning to conduct
information audits of all TARP companies in order to improve transparency
and monitor progress of TARP

= The audit request will include a request for a description of CiT’s plans for
complying with %@%3%@% executive compensation restrictions

All information subject to the audit must be provided by the TARP companie
within 30 days of the request, mwg%ﬁm%m@@ by "a certification by a duly
authorized senior executive officer of each company as to the accuracy” thereof
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Timeline Initial Review and Certifications

Action

@@m@m%mﬁﬁ

%ﬁ% Team's Review

gm.%mmy Team (1) identifies risk, risk controls and risk management practices at

CIT, (2) compares risks to incentive compensation arrangements at CIT, and
(3) formulates preliminary conclusions as to the impact of SEO incentive
compensation on risk

| TARP Team's Report to
?ﬁﬁ%? ation Commitlee

Compensation Committee and their consultant receiv
the TARP Team on February 5, 2009

e this presentation from

W@,ng?@ Co g,%%gﬁ%g
Comm %@ y Conclusions &
Recommendations

Compensation Committee meeting scheduled for February 23, 2009

initial Risk Assessment Deadline

Must be completed by mid-March 2009 in order ¢
requirements and CIT's proxy statement s¢ m @&%g

to comply with TARP

n Committee’s
n Proxy Statement

;wﬁ%@%mﬁ%p
fication ir

Compensation Committee is required to certify in the Compensation

Committee Report of CIT's next proxy statement (scheduled to be % wi ith the

SEC on April 2, 2009) that “it has reviewed with senior risk officers the SEQ

incentive compensation arrangements and has made reasonable efforts to

%mmx@ that such arrangements do not encourage SEOs to take unnecessary
and excessive risks that threaten the value of the company”

is‘
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CIT Risk Framework

New Corporate Risk Management Vision

« Leverage existing }Mﬁg%ﬁ%ﬁ = Increase or decrease business
Groups & Expertis levers based on output si @ als

» Integrate ERM into existing esir « Drive or alter policies o
measurement & %%&% ng rhythm A procedures as mandated

tch decisions with risk
#?W%x%

« Periodic reviews to ensure
ongoing validity

Koy Metrics




Risk Management Process

¢ Enterprise Risk Committee

CIT Board

%;s%????%i?{@i??«%l‘i%%%ﬁ?g&x}%

P
g £8
Oo:a:.s_._ne 0093_22.

%

» Quarterly

sset Quality Reviews

ﬁ%@ ﬁ arter

f;;

g

ke

gozrz Crednt
w:ém;_m:nm Reperting
{Metrics & Detail)

Credit Surveillance Reviews

- Accourd and business

Monthly and quar

Segment & Business Unit
Laysl Portfollo Management

= Segment, vertical & business unit
level portfolio management routi

~

style specific basec
financing type

L

asue Identil
stion & Mitigation

Tirr

tactical decision-mak M%@&




Enterprise Risk Management: Dashboards

L

* Executive summaries with key
matiers o nole

A

-

ive eng
am and segment leaders

tive engagement of leadership

ves and

L

Dashboard driven review
highlighting key risk metrics

trends

Conducted both at the segme

and business unit level

Focus on trending on a ro
quarter basis

ifi

ing

rit

¢ Detailed analytics on traditional

measures and toplcal issues
Segment and busi
trending with det
contributors
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Definition of “Excessive Risk

« Singular or collection of activities which have the ability to pose undue stress on
the E%%%ﬁ% earnings or capital

Risks outside of approved corporate and business unit policies, including;

Business (Strategic)
Compliance & Regulatory
Credit

Treasury

» Risks which are not mitigated by internal limits and controls
« Activities which provide high returns on a non-risk adjusted basis

CONRFIDENTIAL e



Risk Assessment

Review of Internal Audit Risk Assessment resuits
ERM review with primary risk owners
Quantification of potential impact to CIT
Consideration for mitigating controls

Relative ranking :

~ Compliance
& Credit Market
ulatory

Business
(Strategic) g g

Human Resources Litigation

Low

CONPHENTIAL



Potential “Excessive Risks”

%ﬁ@@ﬁ%y@% to high risk single

- Large
igors, industries, products or geographies

my%

« Credi g xposures with 1

sources of %%%%%W
Large residual equipment exposure

» Un-hedged market risks

interest rate or foreign currency

lent contingency funding plan

« Entry in
mﬁ%gm,
+ Apceler
insuffici

w markets or products with
% %%%w ence and due diligence

‘ated growth or new processes with
L5,

tent m%@%?

nidentified or high risk

and regulatory risk dod

t

entice SEOs to take excessive

« Top Exposures by Credit Capital
+ Top Exposures by Expected Loss (EL)
Concentration %%%%

« Residual Value Reports

Margin at Risk (MAR),
« Liquidity Forecast Scenario

= Contingent Sources of Liquidity

equity at Risk (VAR)

#

Relative contribution of new business
initiatives




Credit Risk:







Liquidity Risk







ldentification of CIT’s Senior Executive Officers

« Jeffrey M Peek - Chairman of the Board and Chief Executive Officer
« Alexander Mason - President, and Chief Operating Officer

« Joseph M Leone - Chief Financial Officer

« James Duffy - Executive Vice President, Human Resources

« C. Jeffrey Knittel - President of Transportation Finance
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Goals and Philosophy of CIT's Compensation Arrangements

» We tie our incentive compensation to our overall financial goals and, where
appropriate, to the goals of individual business units. %ﬁ named executive officer's
total compensation varies with our financial and operating performance, so that our
officers (i) are rewarded when performance meets or exceeds objectives and (ii)
receive lower compensation when performance objectives are not ﬁ% except for
special circumstances. Moreover, we apply both objective and subjective measures
of performance in setting pay levels.

= Our guiding compensation philosophy is to provide a total pay package that
motivates our named executive officers to achieve our short-term and long-term
business goals. To sustain our performance, we need to retain our existing talent
and to attract individuals to our key leadership positions. One of the most important
investments we make is in our employees, and we endeavor to design our
compensation policies to maximize the return on that investment,




SEO Incentive Compensation Plans




Risk Mitigating Factors in CIT's SEO Compensation

Arrangements

« Key business priorities and performance indicators established at the beginning of

the year
- Balanced ratio of fixed and annual incentive compensation
« Board committee compensation assessment process
« Realistic performance goals

« Mix of short term and lor rm performance

« Equity compensation — provide both full share and stock optio

» Stock retention and ownership requirements
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CEO’s Annual Certifications

The Whitehouse has suspended additional rule-making under TARP, pending it
review, %ix& ing recently promulgated guidance from Treasury providing for ?m%
Certifications

If the Whitehouse approves Treasury's recent guidance, then for 2008, CiT's CEO
would x@@g § certify to the TARP Chief Compliance %ﬁwa%% by May 15, 2009, that
CIT and % ﬁﬁ%mmﬁv% ion Committee have complied with the TARP %%%%%
compensation standards during the year, and identify the 2009 SEOs

- In upcoming certification, a statement that the Compensation Committee’s meeting
with CIT's senior risk officers did not occur in fiscal year 2008 would be W@%%ﬁ%m%
required

For 2009 and the following fiscal years, CiT's CEO would need to certify annually
to the TARP Chief Compliance Officer, within 135 days after the instit %%% W%% al
year end (j.e., May 14 or May 15 of each year), that CIT and the Compensation
Committee have complied with the TARP executive compensation standards
during the most recently ended fiscal year, and identify the SEOs for the current
fiscal year




Timeline of Possible CEO Certifications in 2009

Action

Description

CEQO Certification of Risk
?iﬁﬁzw

CEO would need to cerlify to the TARP Chief Compliance Officer, by
April 30, 2009, that the Compensation Commitiee has conducted the
required risk assessment

CEO Certification of
Compliance with TARP
Executive Compensation
Standards

For 2008, CEOQ would need {o certify to the TARP Chief Compliance
Officer, by May 15, 2009, that CIT and the Compensation Commitiee
have complied with the TARP executive compensation standards
during the year, and identify the SEOs of 2008




CEQ Certification on the Compensation Committee’s Initial

Review

Group Inc.
ﬁ%mgg od Securities (as defined in the Purchase Agreement) of CIT u & er the ?%
Purchase Pro mw am the incentive compensation arrangements of the senior executive officers,
as defined in subsection 111(b)(3) of the Emergency Economic Stabilizatio

regulations an m@%@%g issued thereunder (“SEQOs™), of CIT with senior risk officers of CiT to
ensure that the SEO incentive compensation arrangements do not encourage the SEQOs to take
unnecessary and excessive risks that threaten the value of CIT”

“, Je ,m%a M. Peek, certify, based on my knowledge, that the compensation committee of C
M o5

‘CIT") reviewed within 80 days of the Department of the Treasury's M, hase of w%
tal

11 Act of 2008 and




CEO Annual Certification

f, Jeffrey M. Peek, certify, based on my knowledge, that:

«  The compensation committee of CIT Group Inc. ("CIT") has met at least once during the most
recently ended fiscal year with senior risk officers to discuss and review the relationship between
the risk n &%m‘%@%%% policies and practices of CIT and the incentive Ww&m@%mﬁm%%
arrangements of the senior executive officers, as defined in subsection 111(b)(3) of

Emergency m; onomic Stabilization Act of 2008 ("EESA") and regulations and gui &m ance %g%ﬂm
thereun % he “SEOs"), to ensure that the SEO incentive compensation arran fﬁ nents do n: Mml,,
encourage the SEOs to take unnecessary and excessive risks that threaten the value of CIT

. ﬁé compens g committee of CIT has certified to the review of the SEQO incentive
compensation arrangements required under (i) above;

» ,émﬁm ?% required that SEO bonus and incentive compensation be gﬁ%& O recovery of
%W%W;%g by CIT if the payments were based on materia WW% inaccurate financial statements or

any other materially inaccurate performance metric criteria;

«  CIT has ﬁ rohibited any @ﬁﬂ en parachute payment, as defined in the regulations and guidance
issued under section 111(b) of EESA, to a SEO,

»  CIT has instituted controls and procedures to limit the deduction for remuners
income tax purposes to $500,000 for each SEO for the most recently ended f
section 162(m}5) of the Internal Revenue Code applied to CIT; and

«  The following individuals are the SEOs for the current fiscal year: { 1T

CONFIDENTIAL 48



Timeline of Future Reviews and Certifications

g

Description/Deadlin

TARP Team (1) identifies risk, risk controls
CiT, (2) compares risks to incentive compensation arr
{3) gaﬁ&m%m preliminary conclusions as to the impact ¢
compensation on r

nt practic

Must oocur annua

ally, for the @%%ﬁ du %% éﬁ
equity position in CIT. {The Compensation Cor
meetings with CIT's Senior Risk @mﬁﬁ%

%%

debt or
i quart

Ms

Following on meetings with CiT's Seni ,«%%;
Committee must make "reasonable e
arrangerments do nol encourage %m%gm,m@%% %

The Compensation Committee is require ﬁ Wa
Committee Report of CiT's proxy staten , |
and its reasonable efforts 1o ensure m,% ﬁm ﬁ com ﬁ%z satio

not encourage SEOs to ww@ unnecessary and e
ﬁm% of CIT

EO Certificat
ith TARP
%wgm% Compensation

=
o

%aﬁ ect to Whit

x@ﬁ% confirmation, CiT's CEO wo
to the TARP Chief Compliance Officer %&%x 136
fiscal year end (fe., May 14 or %@% 16 ch

Compensation Committee have com
compensation standards during the rr ﬁﬁ
identify the SEOs of the current fiscal y

§y axeeut
o fizoal year
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