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non-affiliates (1) of the registrant was approximately $698.1 million, based upon the closing price of $10.79 on the
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PART I

Item 1. Business

Explanatory Note for Purposes of the "Safe Harbor Provisions" of Section 21E of the Securities Exchange Act of
1934, as amended

Certain statements in this report, other than purely historical information, including estimates, projections, statements
relating to our business plans, objectives and expected operating results, and the assumptions upon which those
statements are based, are "forward-looking statements" within the meaning of the Private Securities Litigation Reform
Act of 1995, Section 27A of the Securities Act of 1933, as amended (the "Securities Act"), and Section 21E of the
Securities Exchange Act of 1934, as amended (the "Exchange Act"). Forward-looking statements are included with
respect to, among other things, iStar Inc.'s current business plan, business strategy, portfolio management, prospects
and liquidity. These forward-looking statements generally are identified by the words "believe," "project," "expect,"
"anticipate," "estimate," "intend," "strategy," "plan," "may," "should," "will," "would," "will be," "will continue," "will
likely result,” and similar expressions. Forward-looking statements are based on current expectations and assumptions
that are subject to risks and uncertainties which may cause actual results or outcomes to differ materially from those
contained in the forward-looking statements. Important factors that iStar Inc. believes might cause such differences
are discussed in the section entitled, "Risk Factors" in Part I, Item 1a of this Form 10-K or otherwise accompany the
forward-looking statements contained in this Form 10-K. We undertake no obligation to update or revise publicly any
forward-looking statements, whether as a result of new information, future events or otherwise. In assessing all
forward-looking statements, readers are urged to read carefully all cautionary statements contained in this Form 10-K.
Overview

iStar Inc. (references to the "Company," "we," "us" or "our" refer to iStar Inc.) finances, invests in and develops real
estate and real estate related projects as part of its fully-integrated investment platform. The Company also manages
entities focused on ground lease ("Ground Lease") and net lease investments. The Company has invested
approximately $40 billion over the past two decades and is structured as a real estate investment trust ("REIT") with a
diversified portfolio focused on larger assets located in major metropolitan markets. The Company's primary
reportable business segments are real estate finance, net lease, operating properties and land and development.
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As of December 31, 2018, based on our gross book value, including the carrying value of our equity method
investments exclusive of accumulated depreciation, our total investment portfolio has the following characteristics:
Real Estate Finance: The real estate finance portfolio is comprised of senior and mezzanine real estate loans that may
be either fixed-rate or variable-rate and are structured to meet the specific financing needs of borrowers. The
Company's portfolio also includes leasehold loans, preferred equity investments and senior and subordinated loans to
business entities and may be either secured or unsecured. The Company's loan portfolio includes whole loans and loan
participations.

Net Lease: The net lease portfolio includes the Company's net lease and Ground Lease investment strategies, both of
which offer stable long-term cash flows. We own net lease properties directly and through ventures that we manage.
We operate our Ground Lease investment strategy primarily through Safety, Income & Growth Inc. ("SAFE"), a
publicly traded REIT focused exclusively on Ground Leases that we launched in 2017 and manage pursuant to a
management agreement. As of December 31, 2018, we owned approximately 41.8% of SAFE's outstanding common
stock. On January 2, 2019, we made an additional significant, direct equity investment in SAFE (refer to "Item 7.
Management's Discussion and Analysis - Our Portfolio"). After giving effect to the additional investment, we hold
approximately 65.5% of SAFE's fully diluted equity. We also directly participate in Ground Leases by offering
leasehold loans to SAFE's tenants.

Operating Properties: The operating properties portfolio is comprised of commercial and residential properties, which
represent a pool of assets across a broad range of geographies and property types. The Company generally seeks to
reposition or redevelop its transitional properties with the objective of maximizing their value through the infusion of
capital and/or concentrated asset management efforts. The commercial properties within this portfolio include office,
retail, hotel and other property types. The residential properties within this portfolio are generally luxury
condominium projects located in major U.S. cities where the Company's strategy is to sell individual condominium
units through retail distribution channels.

Land & Development: The land and development portfolio is primarily comprised of land entitled for master planned
communities and waterfront and urban infill land parcels located throughout the United States. Master planned
communities represent large-scale residential projects that the Company will entitle, plan and/or develop and may sell
through retail channels to homebuilders or in bulk ("MPCs"). The communities also typically have a smaller portion
of their land reserved for future commercial development. Waterfront parcels are generally entitled for residential
projects and urban infill parcels are generally entitled for mixed-use projects. The Company may develop these
properties itself, or in partnership with commercial real estate developers, or may sell the properties.
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The Company's primary sources of revenues are operating lease income, which is comprised of the rent and
reimbursements that tenants pay to lease the Company's properties, interest income, which is the interest that
borrowers pay on loans, and land development revenue from lot and parcel sales. The Company primarily generates
income through a “spread” or “margin,” which is the difference between the revenues net of property related expenses
generated from leases and loans and interest expense. In addition, the Company generates income from sales of its real
estate and income from equity in earnings of its unconsolidated ventures.
Investment Strategy
Throughout our more than 20-year history, we have focused on providing capital to the commercial real estate sector
in a differentiated way that emphasizes custom-tailored solutions over commoditized products. We have adjusted the
allocation of our capital and resources from time to time based on market conditions. Our Ground Lease strategy is the
most recent example of our historical approach. We believe that investment and financing opportunities in the Ground
Lease sector currently offer more attractive risk adjusted returns than other investment opportunities, and should
enable us to benefit from the unique insights and competitive advantages we have gained through the launch of SAFE.
In originating new investments, the Company's strategy is to focus on the following:
Targeting custom-tailored opportunities where customers require flexible financial solutions and "one-call"
responsiveness, such as a joint offering of a SAFE Ground Lease and an iStar leasehold loan;
Acquiring a fee simple interest in a commercial property that we intend to bifurcate into a SAFE Ground Lease
to be acquired by SAFE and a leasehold interest which we may sell or hold for investment;
Avoiding commodity businesses where there is significant direct competition from other providers of capital;
Developing direct relationships with borrowers and corporate customers in addition to sourcing transactions through
intermediaries;
Adding value beyond simply providing capital by offering borrowers and corporate customers specific lending
expertise, flexibility, certainty of closing and continuing relationships beyond the closing of a particular financing
transaction;
Taking advantage of market anomalies in the real estate financing markets when, in the Company's view, credit is
mispriced by other providers of capital; and
Evaluating relative risk adjusted returns across multiple investment markets.

We have been actively seeking to reduce the level of our "legacy assets," which refer primarily to properties that we
took back from defaulting borrowers in the financial crisis. In 2018, we reduced that portfolio from 35% of our gross
book value to 20%. Under the guidance of a new President of Land and Development hired in 2018, we intend to
accelerate the monetization of certain legacy assets, including several larger assets, in order to allow us to focus more
capital and resources on new investments, particularly in the Ground Lease business.

Financing Strategy

The Company uses leverage to enhance its return on assets. Although capital remains cheap and plentiful in the
commercial real estate markets, recently interest rates and the equity markets are experiencing greater volatility. We
have taken a cautious approach in these conditions. In the fourth quarter 2018, we opportunistically refinanced a net
lease asset using non-recourse mortgage debt that generated $115.5 million of proceeds to us, net of closing costs,
which were used to redeem at par a portion of our senior notes due July 2019. The July 2019 senior notes maturity
was reduced from $770.0 million at the beginning of 2018 to $375.0 million as of December 31, 2018. Subsequent to
December 31, 2018, we called for redemption the remaining $375.0 million principal amount of July 2019 senior
notes on the redemption date of March 7, 2019.

Going forward, the Company will seek to raise capital through a variety of means, which may include unsecured and
secured debt financing, debt refinancings, asset sales, sales of interests in business lines, issuances of equity, joint
ventures and other third party capital arrangements. A more detailed discussion of the Company's current liquidity and
capital resources is provided in Item 7—"Management's Discussion and Analysis of Financial Condition and Results of
Operations."
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Underwriting Process

The Company reviews investment opportunities with its investment professionals, as well as representatives from its
legal, credit, risk management and capital markets departments. The Company has developed a process for screening
potential investments called the Six Point Methodologys™. Through this proprietary process, the Company internally
evaluates an investment opportunity by: (1) evaluating the source of the opportunity; (2) evaluating the quality of the
collateral, corporate credit or lessee, as well as the market and industry dynamics; (3) evaluating the borrower equity,
corporate sponsorship and/or guarantors; (4) determining the optimal legal and financial structure for the transaction
given its risk profile; (5) performing an alternative investment test; and (6) evaluating the liquidity of the investment.
The Company intends to use a similar screening methodology for leasehold loans to tenants of SAFE and related party
transactions with SAFE. The Company maintains an internal investment committee, and certain investments,
including related party transactions and leasehold loans to tenants of SAFE, are subject to the approval of the Board of
Directors or a committee thereof.

Hedging Strategy

The Company finances its business with a combination of fixed-rate and variable-rate debt and its asset base consists
of fixed-rate and variable-rate investments. Its variable-rate assets and liabilities are intended to be matched against
changes in variable interest rates. This means that as interest rates increase, the Company earns more on its
variable-rate lending assets and pays more on its variable-rate debt obligations and, conversely, as interest rates
decrease, the Company earns less on its variable-rate lending assets and pays less on its variable-rate debt obligations.
When the Company's variable-rate debt obligations differ from its variable-rate lending assets, the Company may
utilize derivative instruments to limit the impact of changing interest rates on its net income. The Company also uses
derivative instruments to limit its exposure to changes in currency rates in respect of certain investments denominated
in foreign currencies. The derivative instruments the Company uses are typically in the form of interest rate swaps,
interest rate caps and foreign exchange contracts.

Policies with Respect to Other Activities

The Company's investment, financing and corporate governance policies (including conflicts of interests policies) are
managed under the ultimate supervision of the Company's Board of Directors. The Company can amend, revise or
eliminate these policies at any time without a vote of its shareholders. The Company intends to originate and manage
investments in a manner consistent with the requirements of the Internal Revenue Code of 1986, as amended (the
"Code") for the Company to qualify as a REIT.

Investment Restrictions or Limitations

The Company does not have any prescribed allocation among investments or product lines. Instead, the Company
focuses on corporate and real estate credit underwriting to develop an analysis of the risk/reward trade-offs in
determining the pricing and advisability of each particular transaction.

The Company believes that it is not, and intends to conduct its operations so as not to become, regulated as an
investment company under the Investment Company Act. The Investment Company Act generally exempts entities
that are "primarily engaged in purchasing or otherwise acquiring mortgages and other liens on and interests in real
estate" (collectively, "Qualifying Interests"). The Company intends to rely on current interpretations of the Securities
and Exchange Commission in an effort to qualify for this exemption. Based on these interpretations, the Company,
among other things, must maintain at least 55% of its assets in Qualifying Interests and at least 80% of its assets in
Qualifying Interests and other "real estate-related assets" (such as mezzanine loans and unsecured investments in real
estate entities) combined. The Company's senior mortgages, real estate assets and certain of its subordinated
mortgages generally constitute Qualifying Interests. Subject to the limitations on ownership of certain types of assets
and the gross income tests imposed by the Code, the Company also may invest in the securities of other REITs, other
entities engaged in real estate activities or other issuers, including for the purpose of exercising control over such
entities.

Competition

The Company operates in a competitive market. See Item 1a—Risk factors—"We compete with a variety of financing and
leasing sources for our customers," for a discussion of how we may be affected by competition.

Regulation
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The operations of the Company are subject, in certain instances, to supervision and regulation by state and federal
governmental authorities and may be subject to various laws and judicial and administrative decisions imposing
various requirements and restrictions, which, among other things: (1) regulate credit granting activities; (2) establish
maximum interest rates, finance charges and other charges; (3) require disclosures to customers; (4) govern secured
transactions; (5) set collection, foreclosure, repossession and claims-handling procedures and other trade practices; (6)
govern privacy of customer information;
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and (7) regulate anti-terror and anti-money laundering activities. Although most states do not regulate commercial
finance, certain states impose limitations on interest rates and other charges and on certain collection practices and
creditor remedies, and require licensing of lenders and financiers and adequate disclosure of certain contract terms.
The Company is also required to comply with certain provisions of the Equal Credit Opportunity Act that are
applicable to commercial loans.

In the judgment of management, existing statutes and regulations have not had a material adverse effect on the
business conducted by the Company. It is not possible at this time to forecast the exact nature of any future legislation,
regulations, judicial decisions, orders or interpretations, nor their impact upon the future business, financial condition
or results of operations or prospects of the Company.

The Company has elected and expects to continue to qualify to be taxed as a REIT under Section 856 through 860 of
the Code. As a REIT, the Company must generally distribute at least 90% of its net taxable income, excluding capital
gains, to its shareholders each year. In addition, the Company must distribute 100% of its net taxable income
(including net capital gains) each year to eliminate U.S. corporate federal income taxes payable by it. REITs are also
subject to a number of organizational and operational requirements in order to elect and maintain REIT qualification.
These requirements include specific share ownership tests and asset and gross income tests. If the Company fails to
qualify as a REIT in any taxable year, the Company will be subject to U.S. federal income tax (including, for taxable
years prior to 2018, any applicable alternative minimum tax) on its net taxable income at regular corporate tax rates.
Even if the Company qualifies for taxation as a REIT, the Company may be subject to state and local taxes and to U.S.
federal income tax and excise tax on its undistributed income.

Code of Conduct

The Company has adopted a code of conduct that sets forth the principles of conduct and ethics to be followed by our
directors, officers and employees (the "Code of Conduct"). The purpose of the Code of Conduct is to promote honest
and ethical conduct, compliance with applicable governmental rules and regulations, full, fair, accurate, timely and
understandable disclosure in periodic reports, prompt internal reporting of violations of the Code of Conduct and a
culture of honesty and accountability. A copy of the Code of Conduct has been provided to each of our directors,
officers and employees, who are required to acknowledge that they have received and will comply with the Code of
Conduct. A copy of the Company's Code of Conduct has been previously filed with the SEC and is incorporated by
reference in this Annual Report on Form 10-K as Exhibit 14.0. The Code of Conduct is also available on the
Company's website at www.istar.com. The Company will disclose to shareholders material changes to its Code of
Conduct, or any waivers for directors or executive officers, if any, within four business days of any such event. As of
December 31, 2018, there have been no amendments to the Code of Conduct and the Company has not granted any
waivers from any provision of the Code of Conduct to any directors or executive officers.

Employees

As of February 22, 2019, the Company had 166 employees and believes it has good relationships with its employees.
The Company's employees are not represented by any collective bargaining agreements.

Additional Information

We maintain a website at www.istar.com. The information on our website is not incorporated by reference in this
report, and our web address is included only as an inactive textual reference. In addition to this Annual Report on
Form 10-K, the Company files quarterly and special reports, proxy statements and other information with the SEC.
Through the Company's corporate website, www.istar.com, the Company makes available free of charge its annual
proxy statement, annual reports to stockholders, annual reports on Form 10-K, quarterly reports on Form 10-Q,
current reports on Form 8-K, and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of
the Exchange Act as soon as reasonably practicable after the Company electronically files such material with, or
furnishes it to, the SEC. These documents also may be accessed through the SEC's electronic data gathering, analysis
and retrieval system via electronic means, including on the SEC's homepage, which can be found at www.sec.gov.
Item la. Risk Factors

In addition to the other information in this report, you should consider carefully the following risk factors in
evaluating an investment in the Company's securities. Any of these risks or the occurrence of any one or more of the
uncertainties described below could have a material adverse effect on the Company's business, financial condition,
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results of operations, cash flows and market price of the Company's common stock. The risks set forth below speak
only as of the date of this report and the Company disclaims any duty to update them except as required by law. For

purposes of these risk factors, the terms "our Company," "we," "our" and "us" refer to iStar Inc. and its consolidated
subsidiaries, unless the context indicates otherwise.
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Risks Related to Our Business

Changes in general economic conditions and other factors outside our control may adversely affect our business.

Our success is generally dependent upon economic conditions in the United States, and in particular, the geographic
areas in which our investments are located. Substantially all businesses, including ours, were negatively affected by
the previous economic recession and resulting illiquidity and volatility in the credit and commercial real estate
markets. The commercial real estate and credit markets remain volatile and sensitive to factors outside our control,
including changes in interest rates, domestic political conditions, geopolitical conditions and other factors. It is not
possible for us to predict whether these trends will continue in the future or quantify the impact of these or other
trends on our financial results. Deterioration in any of such factors could have a material adverse effect on our
financial performance, liquidity and our ability to meet our debt obligations.

Our credit ratings will impact our borrowing costs.

Our borrowing costs and our access to the debt capital markets depend significantly on our credit ratings. Our
unsecured corporate credit ratings from major national credit rating agencies are currently below investment grade.
Having below investment grade credit ratings increases our borrowing costs and caused restrictive covenants in our
public debt instruments to become operative. These restrictive covenants are described below in "Covenants in our
indebtedness could limit our flexibility and adversely affect our financial condition." These factors have adversely
impacted our financial performance and will continue to do so unless our credit ratings improve.

Covenants in our indebtedness could limit our flexibility and adversely affect our financial condition.

Our outstanding unsecured debt securities contain corporate level covenants that include a covenant to maintain a ratio
of unencumbered assets to unsecured indebtedness of at least 1.2x and a restriction on debt incurrence based upon the
effect of the debt incurrence on our fixed charge coverage ratio. If any of our covenants are breached and not cured
within applicable cure periods, the breach could result in acceleration of our debt securities unless a waiver or
modification is agreed upon with the requisite percentage of the bondholders. Limitations on our ability to incur new
indebtedness under the fixed charge coverage ratio may limit the amount of new investments we make.

Our revolving credit facility with a maximum capacity of $325.0 million (our "2015 Revolving Credit Facility") and
our senior term loan with a maximum capacity of $650.0 million (our "2016 Senior Term Loan") contain certain
covenants, including covenants relating to collateral coverage, dividend payments, restrictions on fundamental
changes, transactions with affiliates, matters relating to the liens granted to the lenders and the delivery of information
to the lenders. In particular, our 2016 Senior Term Loan requires the Company to maintain collateral coverage of at
least 1.25x outstanding borrowings on the facility and our 2015 Revolving Credit Facility requires us to maintain both
collateral coverage of at least 1.5x outstanding borrowings on the facility and a consolidated ratio of cash flow to
fixed charges of at least 1.5x. We may not pay common dividends if the Company is in default under the 2016 Senior
Term Loan or the 2015 Revolving Credit Facility or would fail to comply with the covenants in such agreements after
giving effect to the dividend.

Our 2016 Senior Term Loan and 2015 Revolving Credit Facility contain cross default provisions that would allow the
lenders to declare an event of default and accelerate our indebtedness to them if we fail to pay amounts due in respect
of our other recourse indebtedness in excess of specified thresholds or if the lenders under such other indebtedness are
otherwise permitted to accelerate such indebtedness for any reason. The indentures governing our unsecured public
debt securities permit the bondholders to declare an event of default and accelerate our indebtedness to them if our
other recourse indebtedness in excess of specified thresholds is not paid at final maturity or if such indebtedness is
accelerated. A default by us on our indebtedness would have a material adverse effect on our business, liquidity and
the market price of our common stock.

We have significant indebtedness and funding commitments and limitations on our liquidity and ability to raise capital
may adversely affect us.

Sufficient liquidity is critical to our ability to grow and to meet our scheduled debt payments and our funding
commitments to borrowers. We have relied on proceeds from the issuance of unsecured debt, secured borrowings,
repayments from our loan assets and proceeds from asset sales to fund our operations and meet our debt maturities,
and we expect to continue to rely primarily on these sources of liquidity for the foreseeable future. While we had
access to various sources of capital in 2018, our ability to access capital in 2019 and beyond will be subject to a
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number of factors, many of which are outside of our control, such as general economic conditions, changes in interest
rates and conditions prevailing in the credit and real estate markets. There can be no assurance that we will have
access to liquidity when needed or on terms that are acceptable to us. We may also encounter difficulty in selling
assets or executing capital raising strategies on acceptable terms in a timely manner, which could impact our ability to
make scheduled repayments on our outstanding debt. Failure to repay or refinance our borrowings as they come due
would be an event of default under the relevant debt instruments, which could result in a cross default and acceleration
of our other outstanding
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debt obligations. Failure to meet funding commitments could cause us to be in default of our financing commitments
to borrowers. Any of the foregoing could have a material adverse effect on our business, liquidity and the market price
of our common stock.

We may utilize derivative instruments to hedge risk, which may adversely affect our borrowing cost and expose us to
other risks.

The derivative instruments we may use are typically in the form of interest rate swaps, interest rate caps and foreign
exchange contracts. Interest rate swaps effectively change variable-rate debt obligations to fixed-rate debt obligations
or fixed-rate debt obligations to variable-rate debt obligations. Interest rate caps limit our exposure to rising interest
rates. Foreign exchange contracts limit or offset our exposure to changes in currency rates in respect of certain
investments denominated in foreign currencies.

Our use of derivative instruments also involves the risk that a counterparty to a hedging arrangement could default on
its obligation and the risk that we may have to pay certain costs, such as transaction fees or breakage costs, if a
hedging arrangement is terminated by us. As a matter of policy, we enter into hedging arrangements with
counterparties that are large, creditworthy financial institutions typically rated at least "A/A2" by S&P and Moody's,
respectively.

Developing an effective strategy for dealing with movements in interest rates and foreign currencies is complex and
no strategy can completely insulate us from risks associated with such fluctuations. There can be no assurance that any
hedging activities will have the desired beneficial impact on our results of operations or financial condition.
Significant increases in interest rates could have an adverse effect on our operating results.

Our operating results depend in part on the difference between the interest and related income earned on our assets
and the interest expense incurred in connection with our interest bearing liabilities. Changes in the general level of
interest rates prevailing in the financial markets will affect the spread between our interest earning assets and interest
bearing liabilities subject to the impact of interest rate floors and caps, as well as the amounts of floating rate assets
and liabilities. Any significant compression of the spreads between interest earning assets and interest bearing
liabilities could have a material adverse effect on us. While interest rates remain low by historical standards, rates
have recently risen and are generally expected to rise in the coming years, although there is no certainty as to the
amount by which they may rise. In the event of a significant rising interest rate environment, rates could exceed the
interest rate floors that exist on certain of our floating rate debt and create a mismatch between our floating rate loans
and our floating rate debt that could have a significant adverse effect on our operating results. An increase in interest
rates could also, among other things, reduce the value of our fixed-rate interest bearing assets and our ability to realize
gains from the sale of such assets. In addition, rising interest rates tend to negatively impact the residential mortgage
market, which in turn may adversely affect the value of and demand for our land assets, including our residential
development projects. Interest rates are highly sensitive to many factors, including governmental monetary and tax
policies, domestic and international economic and political conditions, and other factors beyond our control.

Changes in the method for determining LIBOR or a replacement of LIBOR may affect the value of the financial
obligations to be held or issued by us that are linked to LIBOR and could affect our results of operations or financial
condition.

In July 2017, the U.K. Financial Conduct Authority announced that it intends to stop persuading or compelling banks
to submit LIBOR rates after 2021. We are unable to predict the effect of any changes, any establishment of alternative
reference rates or any other reforms to LIBOR or any replacement of LIBOR that may be enacted in the United
Kingdom or elsewhere. Such changes, reforms or replacements relating to LIBOR could have an adverse impact on
the market for or value of any LIBOR-linked securities, loans, derivatives and other financial obligations or
extensions of credit held by or due to us or on our overall financial condition or results of operations.

We are required to make a number of judgments in applying accounting policies, and different estimates and
assumptions could result in changes to our financial condition and results of operations.

Material estimates that are particularly susceptible to significant change underlie our determination of the reserve for
loan losses, which is based primarily on the estimated fair value of loan collateral, as well as the valuation of real
estate assets and deferred tax assets. While we have identified those accounting policies that are considered critical
and have procedures in place to facilitate the associated judgments, different assumptions in the application of these
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policies could have a material adverse effect on our financial performance and results of operations and actual results
may differ materially from our estimates.

The carrying values of our assets held for investment are not determined based upon the prices at which they could be
sold currently. We have recognized impairments as a result of selling or marketing legacy assets for sale, or
re-evaluating expected cash flows from legacy assets, and there can be no assurance that we will not recognize more
impairments in the future on legacy and non-legacy assets.

As discussed further in the notes to our consolidated financial statements, we record our real estate and land and
development assets at cost less accumulated depreciation and amortization. If we hold a property for use or
investment, we will only review it
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for impairment in value if events or changes in circumstances indicate that the carrying amount of the property may
not be recoverable, based on management's determination that the aggregate future cash flows to be generated by the
asset (taking into account the anticipated holding period of the asset) is less than the carrying value. Management's
estimates of cash flows considers factors such as expected future operating income trends, as well as the effects of
demand, competition and other economic factors. The carrying values of our real estate and land and development
assets are not indicative of the prices at which we would be able to sell the properties, if we had to do so before the
end of their intended holding period. If we changed our investment intent and decided to sell a property that was
being held for investment, including in distressed circumstances as a means of raising liquidity, there can be no
assurance that we would not realize losses on such sales, which losses could have a material adverse effect on our
business, financial results, liquidity and the market price of our common stock. We intend to accelerate the
monetization of assets in our legacy portfolio, including certain larger assets, and our decisions to do so resulted in our
recognizing significant impairments in 2018. We also recognized additional impairments on legacy assets in 2018
from a re-evaluation of expected cash flows from certain legacy assets (refer to "Item 7. Management's Discussion and
Analysis - Our Portfolio"). We continue to hold other legacy assets for investment, and there can be no assurance that
we will not recognize impairment on such assets, or non-legacy assets in the future.

Changes in accounting rules will affect our financial reporting.

The Financial Accounting Standards Board ("FASB") has issued new accounting standards that will affect our
financial reporting.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses: Measurement of Credit Losses on
Financial Instruments ("ASU 2016-13") which was issued to provide financial statement users with more
decision-useful information about the expected credit losses on financial instruments held by a reporting entity. This
amendment replaces the incurred loss impairment methodology in current GAAP with a methodology that reflects
expected credit losses and requires consideration of a broader range of reasonable and supportable information to
inform credit loss estimates. ASU 2016-13 is effective for interim and annual reporting periods beginning after
December 15, 2019. Early adoption is permitted for interim and annual reporting periods beginning after December
15, 2018. Management does not believe the guidance will have a material impact on the Company's consolidated
financial statements.

In February 2016, the FASB issued ASU 2016-02, Leases ("ASU 2016-02"), and in July 2018, the FASB issued ASU
2018-11, Leases ("ASU 2018-11"), to address two requirements of ASU 2016-02. ASU 2016-02 and ASU 2018-11
are effective for interim and annual reporting periods beginning after December 15, 2018. ASU 2016-02 requires the
recognition of lease assets and lease liabilities by lessees for those leases classified as operating or finance leases. For
operating and finance leases, a lessee will be required to recognize a right-of-use asset and a lease liability, initially
measured at the present value of the lease payments, in its statement of financial position. Lessees under operating
leases will be required to recognize a single lease cost, calculated so that the cost of the lease is allocated over the
lease term generally on a straight-line basis, and classify all cash payments within operating activities in its statement
of cash flows. Lessees under finance leases will be required to recognize interest expense on the lease liability (under
the effective interest method) and amortization expense of the right-of-use asset (generally on a straight line basis),
each reflected separately in its statement of operations. For operating lease arrangements for which we are the lessee,
primarily under leases of office space and certain ground leases, we expect the adoption of ASU 2016-02 to result in
the recognition of a right-of-use asset and lease liability on our consolidated balance sheets. We do not expect the
right-of-use assets or lease liabilities to be material to our balance sheet. The accounting applied by us as a lessor will
be mostly unchanged from that applied under previous GAAP.

Management has decided to elect the practical expedient package that allows us: (a) to not reassess whether any
expired or existing contracts entered into prior to January 1, 2019 are or contain leases; (b) to not reassess the lease
classification for any expired or existing leases entered into prior to January 1, 2019; and (c) to not reassess initial
direct costs for any expired or existing leases entered into prior to January 1, 2019. In addition, we will elect to not
record on our consolidated balance sheets leases whose term is less than 12 months at lease inception.
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ASU 2018-11 amends ASU 2016-02 so that: (a) entities may elect to not recast the comparative periods presented
when transitioning to ASC 842 by allowing entities to change their initial application to the beginning of the period of
adoption; and (b) provides lessors with a practical expedient to not separate non-lease components from the associated
lease component of the contractual payments if certain conditions are met. Management has decided to elect both of
these provisions.

Changes in accounting standards could affect the comparability of our reported results with prior periods and our
ability to comply with financial covenants under our debt instruments. We may also need to change our accounting
systems and processes to enable us to comply with the new standards, which may be costly.

8
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For additional information regarding new accounting standards, refer to Note 3 to our consolidated financial
statements under the heading "New accounting pronouncements."

Our reserves for loan losses may prove inadequate, which could have a material adverse effect on our financial results.
We maintain loan loss reserves to offset potential future losses. Our general loan loss reserve reflects management's
then-current estimation of the probability and severity of losses within our portfolio. In addition, our determination of
asset-specific loan loss reserves relies on material estimates regarding the fair value of loan collateral. Estimation of
ultimate loan losses, provision expenses and loss reserves is a complex and subjective process. As such, there can be
no assurance that management's judgment will prove to be correct and that reserves will be adequate over time to
protect against potential future losses. Such losses could be caused by factors including, but not limited to,
unanticipated adverse changes in the economy or events adversely affecting specific assets, borrowers, industries in
which our borrowers operate or markets in which our borrowers or their properties are located. In particular, during
the previous financial crisis, the weak economy and disruption of the credit markets adversely impacted the ability and
willingness of many of our borrowers to service their debt and refinance our loans to them at maturity. If our reserves
for credit losses prove inadequate we may suffer additional losses which would have a material adverse effect on our
financial performance, liquidity and the market price of our common stock.

We have suffered losses when a borrower defaults on a loan and the underlying collateral value is not sufficient, and
we may suffer additional losses in the future.

We have suffered losses arising from borrower defaults on our loan assets and we may suffer additional losses in the
future. In the event of a default by a borrower on a non-recourse loan, we will only have recourse to the real
estate-related assets collateralizing the loan. If the underlying collateral value is less than the loan amount, we will
suffer a loss. Conversely, we sometimes make loans that are unsecured or are secured only by equity interests in the
borrowing entities. These loans are subject to the risk that other lenders may be directly secured by the real estate
assets of the borrower. In the event of a default, those collateralized lenders would have priority over us with respect
to the proceeds of a sale of the underlying real estate. In cases described above, we may lack control over the
underlying asset collateralizing our loan or the underlying assets of the borrower prior to a default, and as a result the
value of the collateral may be reduced by acts or omissions by owners or managers of the assets.

We sometimes obtain individual or corporate guarantees from borrowers or their affiliates. In cases where guarantees
are not fully or partially secured, we typically rely on financial covenants from borrowers and guarantors which are
designed to require the borrower or guarantor to maintain certain levels of creditworthiness. Where we do not have
recourse to specific collateral pledged to satisfy such guarantees or recourse loans, or where the value of the collateral
proves insufficient, we will only have recourse as an unsecured creditor to the general assets of the borrower or
guarantor, some or all of which may be pledged to satisfy other lenders. There can be no assurance that a borrower or
guarantor will comply with its financial covenants, or that sufficient assets will be available to pay amounts owed to
us under our loans and guarantees. As a result of these factors, we may suffer additional losses which could have a
material adverse effect on our financial performance, liquidity and the market price of our common stock.

In the event of a borrower bankruptcy, we may not have full recourse to the assets of the borrower in order to satisfy
our loan. In addition, certain of our loans are subordinate to other debts of the borrower. If a borrower defaults on our
loan or on debt senior to our loan, or in the event of a borrower bankruptcy, our loan will be satisfied only after the
senior debt receives payment. Where debt senior to our loan exists, the presence of intercreditor arrangements may
limit our ability to amend our loan documents, assign our loans, accept prepayments, exercise our remedies (through
"standstill" periods) and control decisions made in bankruptcy proceedings relating to borrowers. Bankruptcy and
borrower litigation can significantly increase collection costs and losses and the time necessary to acquire title to the
underlying collateral, during which time the collateral may decline in value, causing us to suffer additional losses.

If the value of collateral underlying our loan declines or interest rates increase during the term of our loan, a borrower
may not be able to obtain the necessary funds to repay our loan at maturity through refinancing. Decreasing collateral
value and/or increasing interest rates may hinder a borrower's ability to refinance our loan because the underlying
property cannot satisfy the debt service coverage requirements necessary to obtain new financing. If a borrower is
unable to repay our loan at maturity, we could suffer additional loss which may adversely impact our financial
performance.

19



Edgar Filing: ISTAR INC. - Form 10-K

Our expectations as to the potential size of the market for Ground Lease transactions and the growth of SAFE may
prove to be incorrect.

We have made a significant investment in SAFE and the Ground Lease business. The achievement of our investment
objectives for the Ground Lease business depends, in large part, on our ability, as SAFE's manager, to grow SAFE's
portfolio. We cannot assure you that the size of the market for Ground Leases will meet our estimates. Potential
tenants may prefer to own the land underlying the improvements they intend to develop, rehabilitate or own. In
addition, as and when interest rates increase,
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there may be less activity generally in real estate transactions, including leasing, development and financing, and less
financing available for potential tenants to finance their leasehold interests. If the Ground Lease business does not
achieve our investment objectives, the value of our investment in SAFE may decline materially and/or SAFE may
reduce its distributions to stockholders, including us.

We may acquire a commercial property with the intent to sell the land to SAFE and to sell or lease the leasehold
interest to a third party. If we are unable to sell or lease the leasehold interest, we will be exposed to the risks of
ownership of operating properties.

We may acquire commercial properties with the intent to separate the property into an ownership interest in land that
is sold to SAFE and an interest in the buildings and improvements thereon that is sold or leased to a third party. There
may be instances where we are unable to find a purchaser or lessee for the improvements, in which case we will be
subject to the risks of owning operating properties.

The ownership and operation of commercial properties will expose us to risks, including, without limitation:

adverse changes in international, regional or local economic and demographic conditions;

tenant vacancies and market pressures to offer tenant incentives to sign or renew leases;

adverse changes in the financial position or liquidity of tenants;

the inability to collect rent from tenants;

tenant bankruptcies;

higher costs resulting from capital expenditures and property operating expenses;

.civil disturbances, hurricanes and other natural disasters, or terrorist acts or acts of war, which may result in uninsured
or underinsured losses;

diabilities under environmental laws;

risks of loss from casualty or condemnation;

.changes in, and changes in enforcement of, laws, regulations and governmental policies, including, without limitation,
health, safety, environmental, zoning and tax laws; and

the other risks described under "We are subject to additional risks associated with owning and developing property."
Upon taking ownership of a commercial property, we may be required to contribute ownership of the land to a taxable
REIT subsidiary ("TRS"), which would subsequently seek to sell the land to SAFE and lease or sell a leasehold
interest in such commercial property to a third party. Any gain from the sale of land would be subject to corporate
income tax.

We are subject to additional risks associated with loan participations.

Some of our loans are participation interests or co-lender arrangements in which we share the rights, obligations and
benefits of the loan with other lenders. We may need the consent of these parties to exercise our rights under such
loans, including rights with respect to amendment of loan documentation, enforcement proceedings in the event of
default and the institution of, and control over, foreclosure proceedings. Similarly, a majority of the participants may
be able to take actions to which we object but to which we will be bound if our participation interest represents a
minority interest. We may be adversely affected by this lack of full control.

We are subject to additional risk associated with owning and developing real estate.

We own a number of assets that previously served as collateral on defaulted loans. These assets are predominantly
land and development assets and operating properties. These assets expose us to additional risks, including, without
limitation:

We must incur costs to carry these assets and in some cases make repairs to defects in construction, make
tmprovements to, or complete the assets, which requires additional liquidity and results in additional expenses that
could exceed our original estimates and impact our operating results.

Real estate projects are not liquid and, to the extent we need to raise liquidity through asset sales, we may be limited
in our ability to sell these assets in a short-time frame.

Uncertainty associated with economic conditions, rezoning, obtaining governmental permits and approvals, concerns
of community associations, reliance on third party contractors, increasing commodity costs and threatened or pending
litigation may materially delay our completion of rehabilitation and development activities and materially increase
their cost to us.
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The values of our real estate investments are subject to a number of factors outside of our control, including changes
tn the general economic climate, changes in interest rates and the availability of attractive financing, over-building or
decreasing demand in the markets where we own assets, and changes in law and governmental regulations.
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The residential market has experienced significant downturns that could recur and adversely affect us.

As of December 31, 2018, we owned land and residential condominiums with a net carrying value of $618.8 million.
The housing market in the United States has previously been affected by weakness in the economy, high
unemployment levels and low consumer confidence. It is possible another downturn could occur again in the near
future and adversely impact our portfolio, and accordingly our financial performance. In addition, rising interest rates
tend to negatively impact the residential mortgage market, which in turn may adversely affect the value of and
demand for our land assets including our residential development projects.

We may experience losses if the creditworthiness of our tenants deteriorates and they are unable to meet their lease
obligations.

We own properties leased to tenants of our real estate assets and receive rents from tenants during the contracted term
of such leases. We underwrite the credit of prospective borrowers and tenants and often require them to provide some
form of credit support such as corporate guarantees, letters of credit and/or cash security deposits. Although our loans
and real estate assets are geographically diverse and the borrowers and tenants operate in a variety of industries, to the
extent we have a significant concentration of interest or operating lease revenues from any single borrower or
customer, the inability of that borrower or tenant to make its payment could have a material adverse effect on us. As
of December 31, 2018, our five largest borrowers or tenants of net lease assets collectively accounted for
approximately 14.4% of our 2018 revenues, of which no single customer accounts for more than 6.7%. A tenant's
ability to pay rent is determined by its creditworthiness, among other factors. If a tenant's credit deteriorates, the tenant
may default on its obligations under our lease and may also become bankrupt. The bankruptcy or insolvency of our
tenants or other failure to pay is likely to adversely affect the income produced by our real estate assets. If a tenant
defaults, we may experience delays and incur substantial costs in enforcing our rights as landlord. If a tenant files for
bankruptcy, we may not be able to evict the tenant solely because of such bankruptcy or failure to pay. A court,
however, may authorize a tenant to reject and terminate its lease with us. In such a case, our claim against the tenant
for unpaid, future rent would be subject to a statutory cap that might be substantially less than the remaining rent owed
under the lease. In addition, certain amounts paid to us within 90 days prior to the tenant's bankruptcy filing could be
required to be returned to the tenant's bankruptcy estate. In any event, it is highly unlikely that a bankrupt or insolvent
tenant would pay in full amounts it owes us under a lease that it intends to reject. In other circumstances, where a
tenant's financial condition has become impaired, we may agree to partially or wholly terminate the lease in advance
of the termination date in consideration for a lease termination fee that is likely less than the total contractual rental
amount. Without regard to the manner in which the lease termination occurs, we are likely to incur additional costs in
the form of tenant improvements and leasing commissions in our efforts to lease the space to a new tenant. In any of
the foregoing circumstances, our financial performance could be materially adversely affected.

We are subject to risks relating to our asset concentration.

Our portfolio consists primarily of real estate and commercial real estate loans which are generally diversified by asset
type, obligor, property type and geographic location. Refer to "Item 7. Management's Discussion and Analysis -
Portfolio Overview" for our asset concentrations by property type and geographic location. Many property types were
adversely affected by the previous economic recession and we may suffer additional losses on our assets due to these
concentrations.

Lease expirations, lease defaults and lease terminations may adversely affect our revenue.

Lease expirations and lease terminations may result in reduced revenues if the lease payments received from
replacement tenants are less than the lease payments received from the expiring or terminating corporate tenants. In
addition, lease defaults or lease terminations by one or more significant tenants or the failure of tenants under expiring
leases to elect to renew their leases could cause us to experience long periods of vacancy with no revenue from a
facility and to incur substantial capital expenditures and/or lease concessions in order to obtain replacement tenants.
Leases representing approximately 14.1% of our in-place operating lease income are scheduled to expire during the
next five years.

We compete with a variety of financing and leasing sources for our customers.

The financial services industry and commercial real estate markets are highly competitive and have become more
competitive in recent years. Our competitors include finance companies, other REITs, commercial banks and thrift
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institutions, investment banks and hedge funds, among others. Our competitors may seek to compete aggressively on a
number of factors including transaction pricing, terms and structure. We may have difficulty competing to the extent
we are unwilling to match our competitors' deal terms in order to maintain our interest margins and/or credit
standards. To the extent that we match competitors' pricing, terms or structure, we may experience decreased interest
margins and/or increased risk of credit losses, which could have a material adverse effect on our financial
performance, liquidity and the market price of our common stock.
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We face significant competition within our net leasing business from other owners, operators and developers of
properties, many of which own properties similar to ours in markets where we operate. Such competition may affect
our ability to attract and retain tenants and reduce the rents we are able to charge. These competing properties may
have vacancy rates higher than our properties, which may result in their owners offering lower rental rates than we
would or providing greater tenant improvement allowances or other leasing concessions. This combination of
circumstances could adversely affect our revenues and financial performance.

We are subject to certain risks associated with investing in real estate, including potential liabilities under
environmental laws and risks of loss from weather conditions, man-made or natural disasters, climate change and
terrorism.

Under various U.S. federal, state and local environmental laws, ordinances and regulations, a current or previous
owner of real estate (including, in certain circumstances, a secured lender that succeeds to ownership or control of a
property) may become liable for the costs of removal or remediation of certain hazardous or toxic substances at, on,
under or in its property. Those laws typically impose cleanup responsibility and liability without regard to whether the
owner or control party knew of or was responsible for the release or presence of such hazardous or toxic substances.
The costs of investigation, remediation or removal of those substances may be substantial. The owner or control party
of a site may be subject to common law claims by third parties based on damages and costs resulting from
environmental contamination emanating from a site. Certain environmental laws also impose liability in connection
with the handling of or exposure to asbestos-containing materials, pursuant to which third parties may seek recovery
from owners of real properties for personal injuries associated with asbestos-containing materials. While a secured
lender is not likely to be subject to these forms of environmental liability, when we foreclose on real property, we
become an owner and are subject to the risks of environmental liability. Additionally, our net lease assets require our
tenants to undertake the obligation for environmental compliance and indemnify us from liability with respect thereto.
There can be no assurance that our tenants will have sufficient resources to satisfy their obligations to us.

Weather conditions and man-made or natural disasters such as hurricanes, tornadoes, earthquakes, floods, droughts,
fires and other environmental conditions can damage properties we own. As of December 31, 2018, approximately
16% of the carrying value of our assets was located in the western and northwestern United States, geographic areas at
higher risk for earthquakes. Additionally, we own properties located near the coastline and the value of our properties
will potentially be subject to the risks associated with long-term effects of climate change. A significant number of our
properties are located in major urban areas which, in recent years, have been high risk geographical areas for terrorism
and threats of terrorism. Certain forms of terrorism including, but not limited to, nuclear, biological and chemical
terrorism, political risks, environmental hazards and/or Acts of God may be deemed to fall completely outside the
general coverage limits of our insurance policies or may be uninsurable or cost prohibitive to justify insuring against.
Furthermore, if the U.S. Terrorism Risk Insurance Program Reauthorization Act is repealed or not extended or
renewed upon its expiration, the cost for terrorism insurance coverage may increase and/or the terms, conditions,
exclusions, retentions, limits and sublimits of such insurance may be materially amended, and may effectively
decrease the scope and availability of such insurance to the point where it is effectively unavailable. Future weather
conditions, man-made or natural disasters, effects of climate change or acts of terrorism could adversely impact the
demand for, and value of, our assets and could also directly impact the value of our assets through damage,
destruction or loss, and could thereafter materially impact the availability or cost of insurance to protect against these
events. Although we believe our owned real estate and the properties collateralizing our loan assets are adequately
covered by insurance, we cannot predict at this time if we or our borrowers will be able to obtain appropriate coverage
at a reasonable cost in the future, or if we will be able to continue to pass along all of the costs of insurance to our
tenants. Any weather conditions, man-made or natural disasters, terrorist attack or effect of climate change, whether or
not insured, could have a material adverse effect on our financial performance, liquidity and the market price of our
common stock. In addition, there is a risk that one or more of our property insurers may not be able to fulfill their
obligations with respect to claims payments due to a deterioration in its financial condition.

Transactions between iStar and SAFE were negotiated between related parties and their terms may not be as favorable
to us as if they had been negotiated with an unaffiliated third party.
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Transactions between iStar and SAFE, including our recent $250.0 million investment in SAFE and the agreements
entered into in connection with such investment (refer to "Item 7. Management's Discussion and Analysis - Our
Portfolio") were negotiated between related parties and their terms may not be as favorable to us as if they had been
negotiated with an unaffiliated third party. In addition, we may choose not to enforce, or to enforce less vigorously,
our rights under agreements with SAFE because of our desire to maintain our ongoing relationship with SAFE.

There are various potential conflicts of interest in our relationship with SAFE, including our executive officers and/or

directors who are also officers and/or directors of SAFE, which could result in decisions that are not in the best
interest of our stockholders.

Conlflicts of interest may exist or could arise in the future with SAFE, including our executive officers and/or directors

who are also directors or officers of SAFE. Conflicts may include, without limitation: conflicts arising from the
enforcement of
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agreements between us and SAFE; conflicts in the amount of time that our officers and employees will spend on our
affairs versus SAFE's affairs; and conflicts in future transactions that we may pursue with SAFE. Transactions
between iStar and SAFE would be subject to certain approvals of our independent directors; however, there can be no
assurance that such approval will be successful in achieving terms and conditions as favorable to us as would be
available from a third party. Two directors of iStar also serve on SAFE's our board of directors, including Jay
Sugarman, who is the chief executive officer of SAFE and our chief executive officer.

Our directors and executive officers have duties to our company under applicable Maryland law, and our executive
officers and our directors who are also directors or officers of SAFE also have duties to SAFE under applicable
Maryland law. Those duties may come in conflict from time to time. We have duties as the manager of SAFE which
may come in conflict with our duties to our stockholders from time to time. In addition, conflicts of interest may exist
or could arise in the future with our duties to Net Lease Venture II and our duties to SAFE as its manager in
connection with future investment opportunities.

From time to time we make investments in companies over which we do not have control. Some of these companies
operate in industries that differ from our current operations, with different risks than investing in real estate.

From time to time we make debt or equity investments in other companies that we may not control or over which we
may not have sole control. Although these businesses generally have a significant real estate component, some of
them may operate in businesses that are different from our primary business segments. Consequently, investments in
these businesses, among other risks, subject us to the operating and financial risks of industries other than real estate
and to the risk that we do not have sole control over the operations of these businesses.

From time to time we may make additional investments in or acquire other entities that may subject us to similar risks.
Investments in entities over which we do not have sole control, including joint ventures, present additional risks such
as having differing objectives than our partners or the entities in which we invest, or becoming involved in disputes, or
competing with those persons. In addition, we rely on the internal controls and financial reporting controls of these
entities and their failure to maintain effectiveness or comply with applicable standards may adversely affect us.
Declines in the market values of our equity investments may adversely affect periodic reported results.

Most of our equity investments are in funds or companies that are not publicly traded and their fair value may not be
readily determinable. We may periodically estimate the fair value of these investments, based upon available
information and management's judgment. Because such valuations are inherently uncertain, they may fluctuate over
short periods of time. In addition, our determinations regarding the fair value of these investments may be materially
higher than the values that we ultimately realize upon their disposal, which could result in losses that have a material
adverse effect on our financial performance, the market price of our common stock and our ability to pay dividends.
Quarterly results may fluctuate and may not be indicative of future quarterly performance.

Our quarterly operating results could fluctuate; therefore, reliance should not be placed on past quarterly results as
indicative of our performance in future quarters. Factors that could cause quarterly operating results to fluctuate
include, among others, variations in loan and real estate portfolio performance, levels of non-performing assets and
related provisions, market values of investments, costs associated with debt, general economic conditions, the state of
the real estate and financial markets and the degree to which we encounter competition in our markets.

Our ability to retain and attract key personnel is critical to our success.

Our success depends on our ability to retain our senior management and the other key members of our management
team and recruit additional qualified personnel. We rely in part on equity compensation to retain and incentivize our
personnel. In addition, if members of our management join competitors or form competing companies, the
competition could have a material adverse effect on our business. Efforts to retain or attract professionals may result
in additional compensation expense, which could affect our financial performance.

Security breaches and other disruptions could compromise our information and expose us to liability, which would
cause our business and reputation to suffer.

In the ordinary course of our business, we collect and store sensitive data, including intellectual property, our
proprietary business information and that of our customers, and personally identifiable information of our customers
and employees, in our data centers and on our networks. The secure processing, maintenance and transmission of this
information is critical to our operations and business strategy. Despite our security measures, our information
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technology and infrastructure may be vulnerable to attacks by hackers or breached due to employee error, malfeasance
or other disruptions. Any such breach could compromise our networks and the information stored there could be
accessed, publicly disclosed, lost or stolen. Any such access, disclosure
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or other loss of information could result in legal claims or proceedings, liability under laws that protect the privacy of
personal information, disrupt our operations and the services we provide to customers, and damage our reputation,
which could have a material adverse effect on our business.

We may change certain of our policies without stockholder approval.

Our charter does not set forth specific percentages of the types of investments we may make. We can amend, revise or
eliminate our investment financing and conflict of interest policies at any time at our discretion without a vote of our
shareholders. A change in these policies could have a material adverse effect on our financial performance, liquidity
and the market price of our common stock.

Certain provisions in our charter may inhibit a change in control.

Generally, to maintain our qualification as a REIT under the Code, not more than 50% in value of our outstanding
shares of stock may be owned, directly or indirectly, by five or fewer individuals at any time during the last half of our
taxable year. The Code defines "individuals" for purposes of the requirement described in the preceding sentence to
include some types of entities. Under our charter, no person may own more than 9.8% of our outstanding shares of
stock, with some exceptions. The restrictions on transferability and ownership may delay, deter or prevent a change in
control or other transaction that might involve a premium price or otherwise be in the best interest of the security
holders.

We would be subject to adverse consequences if we fail to qualify as a REIT.

We believe that we have been organized and operated in a manner so as to qualify for taxation as a REIT for U.S.
federal income tax purposes commencing with our taxable year ended December 31, 1998. Our qualification as a
REIT, however, has depended and will continue to depend on our ability to meet various requirements concerning,
among other things, the ownership of our outstanding stock, the nature of our assets, the sources of our income and the
amount of our distributions to our shareholders. Our compliance with the REIT income and quarterly asset
requirements also depends upon our ability to manage successfully the composition of our income and assets on an
ongoing basis. Our ability to satisfy these asset tests depends upon our analysis of the characterization of our assets for
U.S. federal income tax purposes and fair market values of our assets. The fair market values of certain of our assets
are not susceptible to a precise determination.

If we were to fail to qualify as a REIT for any taxable year, we would not be allowed a deduction for distributions to
our shareholders in computing our net taxable income and would be subject to U.S. federal income tax, including, for
taxable years prior to 2018, any applicable alternative minimum tax on our net taxable income at regular corporate
rates and applicable state and local taxes. We would also be disqualified from treatment as a REIT for the four
subsequent taxable years following the year during which our REIT qualification was lost unless we were entitled to
relief under certain Code provisions and obtained a ruling from the IRS. If disqualified and unable to obtain relief, we
may need to borrow money or sell assets to pay taxes. As a result, cash available for distribution would be reduced for
each of the years involved. Furthermore, it is possible that future economic, market, legal, tax or other considerations
may cause our REIT qualification to be revoked. This could have a material adverse effect on our business and the
market price of our common stock.

Our 2016 Senior Term Loan and 2015 Revolving Credit Facility (see Item 8—"Financial Statements and Supplemental
Data—Note 10") prohibit us from paying dividends on our common stock if we no longer qualify as a REIT.

To qualify as a REIT, we may be forced to borrow funds, sell assets or take other actions during unfavorable market
conditions.

To qualify as a REIT, we generally must distribute to our shareholders at least 90% of our net taxable income,
excluding net capital gains each year, and we will be subject to U.S. federal income tax, as well as applicable state and
local taxes, to the extent that we distribute less than 100% of our net taxable income each year. In addition, we will be
subject to a 4% nondeductible excise tax on the amount, if any, by which distributions paid by us in any calendar year
are less than the sum of 85% of our ordinary income, 95% of our capital gain net income and 100% of our
undistributed income from prior years.

In the event that principal, premium or interest payments with respect to a particular debt instrument that we hold are
not made when due, we may nonetheless be required to continue to recognize the unpaid amounts as taxable income.
In addition, we may be allocated taxable income in excess of cash flow received from some of our partnership
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investments. For taxable years beginning after December 31, 2017, we will generally be required to take certain
amounts into income no later than the time such amounts are reflected on our financial statements (this rule will apply
to debt instruments issued with original issue discount for taxable years beginning after December 31, 2018). Also, in
certain circumstances our ability to deduct interest expenses for U.S. federal income tax purposes may be limited.
From these and other potential timing differences between income recognition or expense deduction and cash receipts
or disbursements, there is a significant risk that we may have substantial taxable income in
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excess of cash available for distribution. In order to qualify as a REIT and avoid the payment of income and excise
taxes, we may need to borrow funds or take other actions to meet our REIT distribution requirements for the taxable
year in which the phantom income is recognized.

Complying with the REIT requirements may cause us to forego and/or liquidate otherwise attractive investments.

In order to meet the income, asset and distribution tests under the REIT rules, we may be required to take or forego
certain actions. For instance, we may not be able to make certain investments and we may have to liquidate other
investments. In addition, we may be required to make distributions to shareholders at disadvantageous times or when
we do not have funds readily available for distribution. These actions could have the effect of reducing our income
and amounts available for distribution to our shareholders.

Certain of our business activities may potentially be subject to the prohibited transaction tax, which could reduce the
return on your investment.

For so long as we qualify as a REIT, our ability to dispose of certain properties may be restricted under the REIT
rules, which generally impose a 100% penalty tax on any gain recognized on "prohibited transactions," which refers to
the disposition of property that is deemed to be inventory or held primarily for sale to customers in the ordinary course
of our business, subject to certain exceptions. Whether property is inventory or otherwise held primarily for sale
depends on the particular facts and circumstances. The Code provides a safe harbor that, if met, allows a REIT to
avoid being treated as engaged in a prohibited transaction. No assurance can be given that any property that we sell
will not be treated as property held for sale to customers, or that we can comply with the safe harbor. The 100% tax
does not apply to gains from the sale of foreclosure property or to property that is held through a taxable REIT
subsidiary ("TRS") or other taxable corporation, although such income will be subject to tax in the hands of the
corporation at regular corporate rates. We intend to structure our activities to avoid prohibited transaction
characterization.

Certain of our activities, including our use of TRSs, are subject to taxes that could reduce our cash flows.

Even if we qualify as a REIT for U.S. federal income tax purposes, we will be required to pay some U.S. federal,
state, local and non-U.S. taxes on our income and property, including taxes on any undistributed income, taxes on
income from certain activities conducted as a result of foreclosures, and property and transfer taxes. We would be
required to pay taxes on net taxable income that we fail to distribute to our shareholders. In addition, we may be
required to limit certain activities that generate non-qualifying REIT income, such as land development and sales of
condominiums, and/or we may be required to conduct such activities through TRS. We hold a significant amount of
assets in our TRS, including assets that we have acquired through foreclosure, assets that may be treated as dealer
property and other assets that could adversely affect our ability to qualify as a REIT if held at the REIT level. As a
result, we will be required to pay income taxes on the taxable income generated by these assets. Furthermore, we will
be subject to a 100% penalty tax to the extent our economic arrangements with our TRS are not comparable to similar
arrangements among unrelated parties. We will also be subject to a 100% tax to the extent we derive income from the
sale of assets to customers in the ordinary course of business other than through our TRS. To the extent we or our TRS
are required to pay U.S. federal, state, local or non-U.S. taxes, we will have less cash available for distribution to our
shareholders.

We have substantial net operating loss carry forwards which we use to offset our tax and distribution requirements.
We fully utilized our net capital loss carry forward during the year ended December 31, 2017. Net operating losses
arising in taxable years beginning after December 31, 2017 will only be able to offset up to 80% of our net taxable
income (after the application of the dividends paid deduction) and may not be carried back. In the event that we
experience an "ownership change" for purposes of Section 382 of the Code, our ability to use these losses will be
limited. An "ownership change" is determined through a set of complex rules which track the changes in ownership
that occur in our common stock for a trailing three year period. We have experienced volatility and significant trading
in our common stock in recent years. The occurrence of an ownership change is generally beyond our control and, if
triggered, may increase our tax and distribution obligations for which we may not have sufficient cash flow.

A failure to comply with the limits on our ownership of and relationship with our TRS would jeopardize our REIT
qualification and may result in the application of a 100% excise tax.
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No more than 20% (25% for taxable years beginning before December 31, 2017) of the value of a REIT's total assets
may consist of stock or securities of one or more TRS. This requirement limits the extent to which we can conduct
activities through TRS or expand the activities that we conduct through TRS. The values of some of our assets,
including assets that we hold through TRSs may not be subject to precise determination, and values are subject to
change in the future. In addition, we hold certain mortgage and mezzanine loans within one or more of our TRS that
are secured by real property. We treat these loans as qualifying assets for purposes of the REIT asset tests to the extent
that such mortgage loans are secured by real property and such mezzanine
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loans are secured by an interest in a limited liability company that holds real property. We received from the IRS a
private letter ruling which holds that we may exclude such loans from the limitation that securities from TRS must
constitute no more than 20% (25% for taxable years beginning before December 31, 2017) of our total assets. We are
entitled to rely upon this private letter ruling only to the extent that we did not misstate or omit a material fact in the
ruling request and that we continue to operate in accordance with the material facts described in such request, and no
assurance can be given that we will always be able to do so. To the extent that any loan is recharacterized as equity, it
would increase the amount of non-real estate securities that we have in our TRS and could adversely affect our ability
to meet the limitation described above. If we were not able to exclude such loans to our TRS from the limitation
described above, our ability to meet the REIT asset tests and other REIT requirements could be adversely affected.
Accordingly, there can be no assurance that we have met or will be able to continue to comply with the TRS
limitation.

In addition, we may from time to time need to make distributions from a TRS in order to keep the value of our TRS
below the TRS limitation. TRS dividends, however, generally will not constitute qualifying income for purposes of
the 75% REIT gross income test. While we will monitor our compliance with both this income test and the limitation
on the percentage of our total assets represented by TRS securities, and intend to conduct our affairs so as to comply
with both, the two may at times be in conflict with one another. For example, it is possible that we may wish to
distribute a dividend from a TRS in order to reduce the value of our TRS to comply with limitation, but we may be
unable to do so without simultaneously violating the 75% REIT gross income test.

Although there are other measures we can take in such circumstances to remain in compliance with the requirements
for REIT qualification, there can be no assurance that we will be able to comply with both of these tests in all market
conditions.

Dividends payable by REITs do not qualify for the reduced tax rates on dividend income from C corporations, which
could adversely affect the value of our common stock.

The maximum U.S. federal income tax rate for certain qualified dividends payable by C corporations to U.S.
stockholders that are individuals, trusts and estates is 20%. Dividends payable by REITs, however, are generally not
eligible for this reduced rate. For taxable years beginning after December 31, 2017 and before January 1, 2026,
non-corporate taxpayers may deduct up to 20% of certain qualified business income, including "qualified REIT
dividends" (generally, REIT dividends received by a REIT shareholder that are not designated as capital gain
dividends or qualified dividend income), subject to certain limitations, resulting in an effective maximum U.S. federal
income tax rate of 29.6% on such income. Although the reduced U.S. federal income tax rate applicable to qualified
dividends from C corporations does not adversely affect the taxation of REITs or dividends paid by REITs, the more
favorable rates applicable to regular corporate dividends, together with the recently reduced corporate tax rate (21%)
could cause non-corporate investors to perceive investments in REITS to be relatively less attractive than investments
in non-REIT corporations that pay dividends, which could adversely affect the value of the REIT shares, including our
common stock.

Legislative or regulatory tax changes related to REITs could materially and adversely affect us.

The U.S. federal income tax laws and regulations governing REITs and their stockholders, as well as the
administrative interpretations of those laws and regulations, are constantly under review and may be changed at any
time, possibly with retroactive effect. No assurance can be given as to whether, when, or in what form, the U.S.
federal income tax laws applicable to us and our stockholders may be enacted. Changes to the U.S. federal income tax
laws and interpretations of U.S. federal tax laws could adversely affect an investment in our common stock.

The Tax Cuts and Jobs Act, which was signed into law on December 22, 2017, made significant changes to the U.S.
federal income tax laws applicable to businesses and their owners, including REITs and their stockholders. Certain
key provisions of the Tax Cuts and Jobs Act could impact the Company and its stockholders, beginning in 2018,
including the following:

Reduced Tax Rates. The highest individual U.S. federal income tax rate on ordinary income is reduced from 39.6% to
37% (through taxable years ending in 2025), and the maximum corporate income tax rate is reduced from 35% to
21%. In addition, individuals, trust, and estates that own the Company's stock are permitted to deduct up to 20% of
dividends received from the Company (other than dividends that are designated as capital gain dividends or qualified
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dividend income), generally resulting in an effective maximum U.S. federal income tax rate of 29.6% on such
dividends (through taxable years ending in 2025). Further, the amount that the Company is required to withhold on
distributions to non-U.S. stockholders that are treated as attributable to gains from the Company's sale or exchange of
U.S. real property interests is reduced from 35% to 21%.

Net Operating Losses. The Company may not use net operating losses generated beginning in 2018 to offset more
than 80% of the Company's taxable income (after the application of the dividends paid deduction). Net operating

losses generated beginning in 2018 can be carried forward indefinitely but can no longer be carried back.
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Limitation on Interest Deductions. The amount of net interest expense that each of the Company and its TRSs may
deduct for a taxable year is limited to the sum of: (i) the taxpayer's business interest income for the taxable year; and
(i1) 30% of the taxpayer's "adjusted taxable income" for the taxable year. For taxable years beginning before January
4, 2022, adjusted taxable income means earnings before interest, taxes, depreciation, and amortization ("EBITDA");
for taxable years beginning on or after January 1, 2022, adjusted taxable income is limited to earnings before interest
and taxes ("EBIT"). Certain electing businesses, including electing real estate businesses, may elect out of the
foregoing limitation.

Alternative Minimum Tax. The corporate alternative minimum tax is eliminated.

Income Accrual. The Company is required to recognize certain items of income for U.S. federal income tax purposes
no later than the Company would report such items on its financial statements. As discussed in Item 1a-Risk
factors-"To qualify as a REIT, we may be forced to borrow funds, sell assets or take other actions during unfavorable
market conditions", earlier recognition of income for U.S. federal income tax purposes could impact the Company's
ability to satisfy the REIT distribution requirements. This provision generally applies to taxable years beginning after
December 31, 2017, but will apply with respect to income from a debt instrument having "original issue discount" for
U.S. federal income tax purposes only for taxable years beginning after December 31, 2018.

Prospective investors are urged to consult with their tax advisors regarding the effects of the Tax Cuts and Jobs Act or
other legislative, regulatory or administrative developments on an investment in the Company's common stock.

Our Investment Company Act exemption limits our investment discretion and loss of the exemption would adversely
affect us.

We believe that we currently are not, and we intend to operate our company so that we will not be, regulated as an
investment company under the Investment Company Act because we are "primarily engaged in the business of
purchasing or otherwise acquiring mortgages and other liens on and interests in real estate.” Specifically, we are
required to invest at least 55% of our assets in "qualifying real estate assets" (that is, real estate, mortgage loans and
other qualifying interests in real estate), and at least 80% of our assets in "qualifying real estate assets" and other "real
estate-related assets" (such as mezzanine loans and unsecured investments in real estate entities) combined.

We will need to monitor our assets to ensure that we continue to satisfy the percentage tests. Maintaining our
exemption from regulation as an investment company under the Investment Company Act limits our ability to invest
in assets that otherwise would meet our investment strategies. If we fail to qualify for this exemption, we could not
operate our business efficiently under the regulatory scheme imposed on investment companies under the Investment
Company Act, and we could be required to restructure our activities. This would have a material adverse effect on our
financial performance and the market price of our securities.

Actions of the U.S. government, including the U.S. Congress, Federal Reserve, U.S. Treasury and other governmental
and regulatory bodies, to stabilize or reform the financial markets, or market responses to those actions, may not
achieve the intended effect and may adversely affect our business.

The U.S government, including the U.S. Congress, the Federal Reserve, the U.S Treasury and other governmental and
regulatory bodies have increased their focus on the regulation of the financial industry in recent years. New or
modified regulations and related regulatory guidance may have unforeseen or unintended adverse effects on the
financial industry. Laws, regulations or policies, including tax laws and accounting standards and interpretations,
currently affecting us may change at any time. Regulatory authorities may also change their interpretation of these
statutes and regulations. Therefore, our business may also be adversely affected by future changes in laws, regulations,
policies or interpretations or regulatory approaches to compliance and enforcement.

Various legislative bodies have also considered altering the existing framework governing creditors' rights and
mortgage products including legislation that would result in or allow loan modifications of various sorts. Such
legislation may change the operating environment in substantial and unpredictable ways. We cannot predict whether
new legislation will be enacted, and if enacted, the effect that it or any regulations would have on our activities,
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financial condition, or results of operations.

Our bylaws designate the Circuit Court for Baltimore City, Maryland as the sole and exclusive forum for some
litigation, which could limit the ability of stockholders to obtain a favorable judicial forum for disputes with our
company.

Our bylaws provide that, unless we consent in writing to the selection of an alternative forum, the sole and exclusive
forum for: (a) any derivative action or proceeding brought on our behalf; (b) any action asserting a claim of breach of
any duty owed by us or by any director or officer or other employee to us or to our stockholders; (c) any action
asserting a claim against us or any
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