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410 Park Avenue
14th Floor
New York, New York 10022

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
To be held on April 2, 2003

To our Shareholders:

We hereby notify you that we are holding a special meeting of
shareholders at the offices of Paul, Hastings, Janofsky & Walker LLP, 75 East
55th Street, New York, New York 10022, on April 2, 2003, at 10:00 a.m., New York
City time, for the following purposes:

(1) To consider and vote upon a proposal to amend and restate our
charter to make the amendments we determined are necessary in connection
with our election to be taxed as a real estate investment trust and to
simplify our capital structure by eliminating from our charter the
authorized but unissued class B common stock, as described more fully in the
attached proxy statement and set forth in appendix A thereto.

(2) To consider and vote upon a proposal to further amend our charter
to effect a one (1) for three (3) reverse stock split and a corresponding
reduction in our stated capital, as described more fully in the attached
proxy statement and set forth in appendix B thereto.

(3) To consider and act upon such other business and matters or
proposals as may properly come before the special meeting and any
adjournment or postponement thereof.

You can vote your shares of class A common stock if our records show
that you owned the shares on February 14, 2003, the record date for the
shareholder meeting.

By Order of the Board of Directors
/s/ Samuel Zell

Samuel Zell
Chairman of the Board

DATE: February __, 2003

To assure your representation at the shareholders meeting, please vote. Whether
or not you plan to attend the meeting, please take the time to vote by
completing and mailing the enclosed proxy card to us. We have enclosed a return
envelope for that purpose, which requires no postage if mailed in the United
States. If you sign, date and mail your proxy card without indicating how you
wish to vote, your proxy will be counted as a vote in favor of the proposals to
amend our charter. If you fail to return your card, your vote will not be
counted, unless you attend the meeting and vote in person.
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CAPITAL TRUST, INC.

PROXY STATEMENT
FOR SPECIAL MEETING OF SHAREHOLDERS

TO BE HELD ON APRIL 2, 2003

INTRODUCTION

We are asking you to approve amendments to our charter that we have
determined are necessary in light of our election to be taxed as a real estate
investment trust, or REIT, under federal income tax law. The amendments would
also, as a means of simplifying our capital structure, eliminate from our
charter the authorized but unissued class B common stock and effect a one (1)
for three (3) reverse stock split.

We have scheduled a special meeting of shareholders to vote on the
proposals to approve the charter amendments. The date, time and place of the
meeting is:

Date: April 2, 2003
Time: 10:00 a.m. New York City time
Place: The Law Offices of Paul, Hastings, Janofsky & Walker LLP

75 East 55th Street
New York, New York 10022

The record date for shareholders entitled to notice of and to vote at
the special meeting is February 14, 2003. If you were a shareholder at that
time, you may vote at the meeting.

See Risk Factors section beginning on page 5 for certain information that should
be considered by shareholders regarding our election to be taxed as a REIT and
the related amendments to our charter.

Our officers and directors and a shareholder indirectly controlled by
trusts for the benefit of the family of Samuel Zell, chairman of our board of
directors, who collectively own or control the vote over 7,694,181 shares of
common stock in total, or approximately 47.4% of the 16,239,610 voting shares
outstanding, have advised us that they intend to vote all of the shares of
common stock owned by them in favor of the proposals.

Our board of directors has unanimously approved the charter amendments, and
believes that our REIT election, the simplification of our capital structure and
the reverse stock split are in our company's best interest. Our board of

directors unanimously recommends a vote in favor of approval of the proposals.

This proxy statement is dated February __, 2003 and was first mailed to
our shareholders on or about February __, 2003.

TABLE OF CONTENTS
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FORWARD-LOOKING STATEMENTS

This proxy statement contains statements that plan for or anticipate
the future. Forward-looking statements include statements about our future
operations as a REIT, the effects of our reverse stock split, our business plans
and strategies, and most other statements that are not historical in nature.
When used in this proxy statement, the words "anticipate," "plan," "intend,"
"believe," "estimate," and the like are generally considered forward-looking.
Because forward-looking statements involve future risks and uncertainties, there
are factors that could cause actual results to differ materially from those
expressed or implied. For example, a few of the uncertainties that could affect
the ultimate accuracy of the forward-looking statements, besides the specific
factors identified in the Risk Factors section on page 3, include:

o changes in the real estate market;

o changes in real estate capital markets;

o changes in our business strategies;

o fluctuations in prevailing interest rates and credit spreads; and

o changes in federal tax laws.
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SUMMARY

This summary highlights selected information contained in this document
and may not contain all of the information that is important to you. To better
understand the proposals to amend our charter, you should read carefully this
entire document. We refer in the proxy statement to our class A common stock as
common stock, the only class of stock currently outstanding, which is listed and
traded on the New York Stock Exchange.

The Company

We are an investment management and real estate finance company that
pursues lending and investment opportunities in commercial real estate and
related assets.

In December 2002, our board of directors authorized our election to be
taxed as a REIT for the 2003 tax year. The decision to authorize the REIT
election resulted from a review of other strategic alternatives by our board of
directors. Our board determined that the REIT election was superior to the other
alternatives considered.

We are not undergoing any fundamental change in our business; we are only
changing how we are taxed for federal income tax purposes. We will continue to
make, for our own account and as investment manager for the account of funds
under management, loans and debt related investments in various types of
commercial real estate and related assets, and, to the extent necessary, will
modify our current investment program to originate or acquire loans and
investments to produce a portfolio of such assets that meets the asset and
income tests necessary to maintain our qualification as a REIT.

Our principal executive offices are located at:

Capital Trust, Inc.
410 Park Avenue, 14th Floor,
New York, New York 10022

Reasons for our REIT election

We believe our REIT election represents a strategic alternative that best
positions us to increase shareholder value. The key reasons for our board's
approval of our REIT election and related business plan were:

o The determination that our existing portfolios could produce an
attractive dividend yield if our net income could be distributed without
corporate-level income tax; and

o The belief that our investment management business was in an early phase
of development and would continue to grow and become more valuable in
the REIT format.

Our board also considered the following developments in our business
and the

regulatory environment in which REITs operate:

o With the development of our investment management business, we reduced
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the need to retain earnings as a primary source of capital to support
our lending business;

o Recent IRS private letter rulings treat mezzanine loans as qualifying
assets that result in qualifying income; and

o New REIT laws provide us with the flexibility to invest in and manage a
portfolio of assets as well as to operate our investment management
business in a taxable REIT subsidiary.

Our board also considered the following benefits from a capital markets and
valuation perspective:

o The effective elimination of corporate-level income tax will allow us to
produce consistent dividend distributions;

o The potential for stock price appreciation with an attractive dividend
yield;

o The increased likelihood of attracting equity research analysis of our
business as our performance can be measured against other comparable
publicly-traded REITs; and

o The potential for independent valuation of our investment management
business which would be operated as a separate transparent segment in a
taxable REIT subsidiary.

REIT Related Charter Amendments

We propose to amend our charter to include ownership and transfer
restrictions in connection with our election to be taxed as a REIT. The REIT
related restrictions are intended to ensure that five or fewer individuals do
not own more than 50% of the value of our outstanding stock, a requirement we
must satisfy in order to maintain our qualifications as a REIT.

The restrictions would:

o prohibit ownership of our stock by certain individuals in excess of
2.5%;

o allow our board of directors to exempt certain individuals from the 2.5%
ownership limit;

o void any transfer in excess of the 2.5% ownership limit; and

o require our board of directors to use reasonable best efforts to
preserve our status as a REIT.

We determined that these restrictions are advisable in light of our
election to be taxed as a REIT and that they are comparable to similar
provisions contained in the corporate charters of other publicly traded REITs.

Capital Structure Related Charter Amendments
We also propose to amend our charter to eliminate from the charter the

100,000,000 shares of authorized but unissued shares of class B common stock as
a means of simplifying our capital structure. The class B common stock, none of
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which is outstanding, had been originally authorized as a means of facilitating
compliance with The Bank Holding Company Act of 1956, as amended, by certain
prior investors who made a significant equity investment. Now that these
investors no longer hold the stock issued in connection with their investment,
we believe it is advisable to simplify our capital structure at the same time we
are amending our charter to include the REIT related ownership and transfer
restrictions.

We also propose to amend our charter to effect a one (1) for three (3)
reverse stock split whereby three shares of our outstanding common stock would
be automatically converted into one share of such stock and we would pay cash in
lieu of fractional shares that would otherwise be issued. Our board of directors
believes that the reverse stock split will enhance the marketability and
liquidity of our common stock, which trades on the New York Stock Exchange.

Upon the effective date of the reverse stock split, assuming no repurchases
of stock prior to such date, the number of shares of our outstanding common
stock will be reduced to 5,413,203, subject in each case to further reduction
upon the elimination of fractional shares, but the par value and the voting and
other rights and preferences of our stock will not otherwise be altered by the
reverse stock split. Our aggregate stated capital will be reduced so that it
equals $0.01 per outstanding share of our common stock.

Recommendation of our Board of Directors
Our board of directors has unanimously approved the charter amendments, and
believes that the amendments made thereby relating to our REIT election, the
elimination of our class B common stock and the reverse stock split are in our

company's best interest. Our board of directors unanimously recommends a vote in

2

favor of approval of the proposals to amend our charter as discussed herein.
No Appraisal Rights

Maryland corporate law does not provide for any dissenters' rights to elect
to have the fair value of your shares judicially appraised and paid to you in
cash in connection with the charter amendments.

RISK FACTORS

You should read the following risk factors carefully before voting your
stock. The risks and uncertainties relating to our election to be taxed as a
REIT and the related amendments to our charter are not the only ones you or we
will face. If the risks discussed below occur or develop to our or your
detriment, they may negatively affect our business or your investment in us.

Risks of ownership of our common stock due to our REIT election
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The amended and restated charter does not permit ownership of over 2.5%
of our common stock by individuals, and attempts to acquire our common stock in
excess of the 2.5% limit would be void without the prior approval of our board
of directors.

For the purpose of preserving our REIT qualification, the amended and
restated charter would prohibit direct or constructive ownership by any
individual of more than 2.5% of the lesser of the total number or value of the
outstanding shares of our common stock as a means of preventing ownership of
more than 50% of our common stock by five or fewer individuals. The amended and
restated charter's constructive ownership rules are complex and may cause the
outstanding common stock owned by a group of related individuals or entities to
be deemed to be constructively owned by one individual. As a result, the
acquisition of less than 2.5% of our outstanding common stock by an individual
or entity could cause an individual to own constructively in excess of 2.5% of
our outstanding common stock, and thus be subject to the amended and restated
charter's ownership limit. The ownership limit was established following a
review of the aggregate ownership of the top five direct or constructive
individual shareholders. There can be no assurance that our board of directors,
as permitted in the amended and restated charter, will increase this ownership
limit in the future. Any attempt to own or transfer shares of our common stock
in excess of the ownership limit without the consent of our board of directors
shall be void, and will result in the shares being transferred by operation of
law to a charitable trust, and the person who acquired such excess shares will
not be entitled to any distributions thereon or to vote such excess shares.

After reviewing the top five shareholders treated as individuals for
REIT qualification purposes, our board of directors fixed the ownership limit at
2.5%. The amended and restated charter contains a provision that would exempt
certain of our officers and directors and related persons from the ownership
limit. Based on the number of shares outstanding on the date hereof, this
exemption would permit these top five shareholders collectively to hold up to
48.6% of our outstanding shares of common stock.

The 2.5% ownership limit may have the effect of precluding a change in
control of Capital Trust by a third party without the consent of our board of
directors, even if such change in control would be in the interest of our
stockholders (and even if such change in control would not reasonably Jjeopardize
our REIT status).

We have not established a dividend payment level and there are no
assurances of our ability to pay dividends in the future.

We intend to pay quarterly dividends and to make distributions to our
shareholders in amounts such that all or substantially all of our taxable income
in each year, subject to certain adjustments, is distributed. This, along with
other factors, should enable us to qualify for the tax benefits accorded to a
REIT under the Internal Revenue Code. We have not established a dividend payment
level. All distributions will be made at the discretion of our board of
directors and will depend on our earnings, our financial condition, maintenance
of our REIT status and such other factors as our board of directors may

4
deem relevant from time to time. There are no assurances as to our ability to
pay dividends in the future. In addition, some of our distributions may include

a return of capital.
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Our current common stock trading price is not necessarily indicative of
the price of our common stock following the REIT election.

Our current stock price is not necessarily indicative of how the market
will value our common stock following our election to be taxed as a REIT. In the
future, we will be required to distribute 90% of our taxable income and can be
expected to be compared to other REITs and impacted by factors affecting REITs
generally. Our current stock price reflects the current market valuation of our
current business and assets and does not necessarily take into account the
changes in our business and operations that will occur in connection with our
REIT election. Our current stock price also is affected by general market
conditions.

An increase in market interest rates may lead prospective purchasers of
our common stock to expect a higher dividend yield, which would adversely affect
the market price of our common stock.

One of the factors that will influence the price of our common stock
will be the dividend yield on our stock (distributions as a percentage of the
price of our stock) relative to market interest rates. An increase in market
interest rates may lead prospective purchasers of our common stock to expect a
higher dividend yield, which would adversely affect the market price of our
common stock.

Tax legislation proposed by President Bush may have negative
consequences for REITs.

Recent tax legislation proposed by President Bush would, if enacted,
allow corporations to pay dividends that are tax—-free to shareholders or, to the
extent dividends are not paid, allow shareholders to increase the tax basis of
their shares. As currently described, this proposal would not apply to REITs.
Although the proposal does not adversely affect the tax treatment of REITs, it
may cause investments in non-REIT corporations to become relatively more
desirable. As a result, the capital markets may be less favorable to REITs when
they seek to raise equity capital, and the prices at which REIT equity
securities trade may decline or underperform non-REIT corporations.

We will be dependent on external sources of capital to finance our
growth.

As with other REITs, but unlike corporations generally, our ability to
finance our growth must largely be funded by external sources of capital because
we generally will have to distribute to our shareholders 90% of our taxable
income in order to qualify as a REIT (including taxable income where we do not
receive corresponding cash). Our access to external capital will depend upon a
number of factors, including general market conditions, the market's perception
of our growth potential, our current and potential future earnings, cash
distributions and the market price of our stock.

Shareholders are not entitled to appraisal rights in connection with
the amended and restated charter and our election to be taxed as a REIT.

Shareholders do not have any statutory dissenters or appraisal rights
under Maryland corporate law to elect to have the fair value of their stock
judicially appraised and paid in cash in connection with the amended and
restated charter or our election to be taxed as a REIT.
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Risks related to REIT qualification

If we do not maintain our qualification as a REIT, we will be subject
to tax as a regular corporation and face a substantial tax liability.

We expect to operate so as to qualify as a REIT under the Internal
Revenue Code. However, qualification as a REIT involves the application of
highly technical and complex Internal Revenue Code provisions for which only a
limited number of judicial or administrative interpretations exist. Even a
technical or inadvertent mistake could jeopardize our REIT status. Furthermore,
new tax legislation, administrative guidance or court decisions, in each
instance potentially with retroactive effect, could make it more difficult or
impossible for us to qualify as a REIT. If we fail to qualify as a REIT in any
tax year, then:

o we would be taxed as a regular domestic corporation, which under current
laws, among other things, means being unable to deduct distributions to
shareholders in computing taxable income and being subject to federal
income tax on our taxable income at regular corporate rates;

o any resulting tax liability could be substantial, could have a material
adverse effect on our book value and could reduce the amount of cash
available for distribution to shareholders; and

o unless we were entitled to relief under applicable statutory provisions,
we would be required to pay taxes, and thus, our cash available for
distribution to shareholders would be reduced for each of the years
during which we did not qualify as a REIT.

Complying with REIT requirements may cause us to forego otherwise attractive
opportunities.

In order to qualify as a REIT for federal income tax purposes, we must
continually satisfy tests concerning, among other things, our sources of income,
the nature and diversification of our investments in commercial real estate and
related assets, the amounts we distribute to our shareholders and the ownership
of our stock. We may also be required to make distributions to shareholders at
disadvantageous times or when we do not have funds readily available for
distribution. The REIT provisions of the tax code may substantially limit our
ability to hedge our financial assets and related borrowings. Thus, compliance
with REIT requirements may hinder our ability to operate solely on the basis of
maximizing profits.

Complying with REIT requirements may force us to liquidate or restructure
otherwise attractive investments.

In order to qualify as a REIT, we must also ensure that at the end of
each calendar quarter, at least 75% of the value of our assets consists of cash,
cash items, government securities and qualified REIT real estate assets. The
remainder of our investment in securities cannot include more than 10% of the
outstanding voting securities of any one issuer or 10% of the total value of the
outstanding securities of any one issuer. In addition, no more than 5% of the
value of our assets can consist of the securities of any one issuer. If we fail
to comply with these requirements, we must dispose of a portion of our assets
within 30 days after the end of the calendar quarter in order to avoid losing
our REIT status and suffering adverse tax consequences.

10
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Complying with REIT requirements may force us to borrow to make distributions to
shareholders.

From time to time, our taxable income may be greater than our cash flow
available for distribution to shareholders. If we do not have other funds
available in these situations, we may be unable to distribute substantially all
of our taxable income as required by the REIT provisions of the Internal Revenue
Code. Thus, we could be required to borrow funds, sell a portion of our assets
at disadvantageous prices or find another alternative. These options could
increase our costs or reduce our equity.

HISTORICAL AND PRO FORMA CAPITALIZATION

The following table sets forth (i) certain of our short-term
obligations and our capitalization as of September 30, 2002 and (ii) such
short-term obligations and capitalization giving pro forma effect to the
elimination of our class B common stock and the reverse stock split.

Short-Term Debt
Total short-term debt

Long-Term Debt
Credit facilities
Repurchase obligations

Total long-term debt

Company-obligated, mandatorily redeemable, convertible preferred securities of CT
Convertible Trust I, holding solely 8.25% junior subordinated debentures

Shareholders' Equity; Pro Forma Shareholders' Equity (1)

Preferred stock, $0.01 per value, 100,000 shares authorized, no shares issued and

outstanding
Class A common stock, $0.01 par value, 100,000 authorized,
17,912 issued and outstanding
Class B common stock, $0.01 par value, 100,000 shares authorized, no
shares issued and outstanding
Restricted class A common stock, $0.01 par value,
300 shares issued and outstanding
Pro forma preferred stock, $0.01 par value; 100,000 shares authorized,
no shares issued and outstanding
Pro forma class A common stock, $0.01 par value; 100,000 shares authorized,

Sept

Historical

11
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5,971 shares issued and outstanding
Pro forma restricted class A common stock, $0.01 par value; -

100 shares issued and outstanding 134,4
Additional paid-in capital (4
Unearned compensation (33,1
Accumulated other comprehensive income 3

Accumulated deficit

Total shareholders' equity and Pro forma total stockholders' equity 101, 3
Total Capitalization and Pro Forma Total Capitalization (2) 397,09
(1) The class B common stock is identical to the class A common stock, except the class B common

holders to voting rights.

(2) Total Capitalization and Pro Forma Total Capitalization include long-term debt and sharehold

BUSINESS

We are an investment management and real estate finance company that
pursues lending and investment opportunities in commercial real estate and
related assets. In December 2002, our board of directors authorized our election
to be taxed as a REIT for the 2003 tax year. We will continue to make, for our
own account and as investment manager for the account of funds under management,
loans and debt related investments in various types of commercial real estate
and related assets.

We are the co-sponsor and exclusive investment manager of CT Mezzanine
Partners II LP, or Fund II, the largest dedicated commercial real estate
mezzanine investment fund in the United States with total equity commitments of
$845 million. Our business strategy 1s to continue to expand our investment
management business by sponsoring other funds, and, following the investment
period for Fund II, other commercial real estate mezzanine investment funds. We
believe that these funds will generate additional investment management fees and
incentive compensation tied to the performance of their portfolios of
investments. We continue to manage our existing portfolio of balance sheet
assets originated prior to the commencement of our investment management
business and are positioned to selectively add to our balance sheet investments
by investing in a diverse array of real estate and investment
management/finance-related assets and enterprises, including operating
companies.

Our company was created to take advantage of opportunities resulting
from the rapid evolution of the real estate capital markets. Since our inception
in 1997, we have designed and developed a platform to provide flexible,
value—-added financing for large single and multiple portfolios and real estate
operating companies. Our current investment program emphases senior and junior
mortgage loans, mezzanine loans secured by pledges in equity interests in the
property owners, subordinated tranches of commercial mortgage backed securities,
commonly referred to as CMBS, and preferred and other direct equity investments.
In general, our investments are subordinate to other third-party senior

12
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financing, but senior to the owner/operator equity in the property.

In view of our election to be taxed as a REIT, we will tailor our
balance sheet investment program to originate or acquire loans and investments
to produce a portfolio that meets the asset and income tests necessary to
maintain our qualification as a REIT. In order to accommodate our REIT status,
the legal structure of future investment funds we sponsor may be different from
the legal structure of our existing investment funds. For a discussion of the
federal income tax law qualifications for a REIT, see the information below
under the caption "Federal Income Tax Considerations —-- Taxation of REIT."

In connection with our election to be taxed as a REIT, we and
affiliates of Citigroup Inc. decided to modify our existing relationship under
which we co-sponsor and invest in a series of commercial real estate mezzanine
funds managed by us. In January 2003, we purchased Citigroup's interest in CT
Mezzanine Partners I for a purchase price of approximately $38.4 million
(including the assumption of liabilities). We also purchased from Citigroup
stock purchase warrants exercisable for 8,528,467 shares of our common stock for
a purchase price of approximately $2.1 million. Finally, we have agreed to amend
the terms of our venture agreement with Citigroup. Under the amended agreement,
we will earn 100% of the base management fees derived from all funds under
management and will own 62 1/2% of the incentive management interests in future
mezzanine funds co-sponsored with Citigroup pursuant to the venture agreement.

GENERAL INFORMATION ABOUT THE SPECIAL MEETING AND VOTING

Where and when will the special meeting be held?
The date, time and place of the meeting is:

April 2, 2003

10:00 a.m. (New York City time)

The Law Offices of Paul, Hastings,
Janofsky & Walker LLP

75 East 55th Street

New York, New York 10022

Why did you send me this proxy statement?

We sent you this proxy statement and the enclosed proxy card because our board
of directors 1is asking for your proxy to vote at the special meeting. This proxy
statement summarizes the information you need to know to vote at the meeting.
But you don't have to attend in order to vote your shares. Instead, you may
simply complete, sign, and return the enclosed proxy card.

Who can vote?

You can vote your shares of common stock if our records show that you were the
official owner of record of the shares on February 14, 2003, the record date for
the special meeting. A total of 16,239,610 shares of our common stock can vote
at the special meeting. You get one vote for each share of common stock that you
own. The enclosed proxy card shows the number of shares you can vote.

How are votes counted?

13
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We will hold the special meeting if shareholders representing the required
quorum of shares of stock entitled to vote either sign and return their proxy
cards or attend the meeting. A majority of the shares of common stock entitled
to vote at the meeting present in person or by proxy will constitute a quorum.
If you sign and return your proxy card, your shares will be counted to determine
whether we have a quorum even if you abstain or fail to vote as indicated on the
proxy card.

The proposals to amend our charter are non-routine matters. As a result, if your
shares are held in the name of a nominee, and you do not tell the nominee by
April 2, 2003 how to vote your shares, the nominee cannot vote them (giving rise
to what is known as a broker non-vote) but if the nominee signs and returns the
proxy card, your shares will be counted as present to determine if a quorum
exists.

If you abstain or your shares are treated as broker non-votes, your abstention
or the broker non-votes will have the effect of a vote against the proposals to
amend our charter.

What is the required vote for approval?

The affirmative vote of a majority of the shares of common stock entitled to
vote is required to approve the proposals to amend our charter.

How do I vote by proxy?

Follow the instructions on the enclosed proxy card to vote on the matter to be
considered at the special meeting. Sign and date the proxy card and mail it back
to us in the enclosed envelope. The proxyholders named in the proxy card will
vote your shares as you instruct. If you sign and return the proxy card but do
not vote on the proposal, the proxyholders will vote for you on the proposal.
Unless you instruct otherwise, the proxyholders will vote in favor of approval
of the proposals to amend our charter.

What if other matters come up at the special meeting?

The proposals to amend our charter described in this proxy statement are the
only matters we now know of that will be voted on at the special meeting. If
other matters are properly presented at the meeting, the proxyholders will vote
your shares as they see fit.
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Can I change my vote after I return my proxy card?

Yes. At any time before the vote on a proposal is taken, you can change your
vote either by giving us a written notice revoking your proxy card or by
signing, dating, and returning to us a new proxy card or by attending the
special meeting and voting your shares in person. We will honor the proxy card
with the latest date.

Proxy revocation notices or new proxy cards should be sent to Capital Trust,
Inc. c/o American Stock Transfer & Trust Company, 6201 Fifteenth Avenue,

Brooklyn, New York 11219, Attention: Paul Caroppoli.

Can I vote in person at the special meeting rather than by completing the proxy
card?
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Although we encourage you to complete and return the proxy card to ensure that
your vote is counted, you can attend the special meeting and vote your shares in
person.

What do I do if my shares are held in "street name"?

If your shares are held in the name of your broker, a bank, or other nominee,
that party should give you instructions for voting your shares.

Who pays for this proxy solicitation?

We do. In addition to sending you these materials, some of our employees may
contact you by telephone, by mail, or in person. None of these employees will
receive any extra compensation for doing this.

11

REIT RELATED CHARTER AMENDMENTS
Introduction

We are providing this proxy statement to you in connection with our
request for shareholder approval to make the amendments to our charter we
determined are necessary in connection with our election to be taxed as a REIT.
Specifically, we are asking you to approve articles of amendment and restatement
of our charter which, among other things discussed below under the caption
"Capital Structure Related Charter Amendments", would amend our charter to
include ownership and transfer restrictions related to our REIT election.

Background

In 1997, our management team took control of our company,
re-capitalized it and significantly changed its business plan. At that time, our
goal was to create a large, diversified finance company that specialized in the
rapidly emerging market for commercial real estate mezzanine financing. Pursuant
to that business plan, we also provided advisory and investment banking services
to owners and operators of commercial real estate. Although our company had
originally been operated as a REIT since it was founded in 1966, in light of our
new business plan, we chose to be taxed as a regular domestic corporation in
order to maximize flexibility, retain earnings and accommodate our initial mix
of businesses.

From July, 1997 through December 31, 1999, we made 41 investments
aggregating approximately $1.3 billion, all for our own account and balance
sheet. By that time, we had become a recognized leader in the real estate
mezzanine market and we saw an opportunity to continue our successful investment
strategy and significantly expand our franchise by raising capital in the
private equity market. In March of 2000, we entered into a strategic venture
with affiliates of Citigroup Inc. to co-sponsor and invest in a series of
commercial real estate mezzanine funds that would be managed by us. This wventure
marked the commencement of our investment management business and provided the
potential for significant operating leverage by allowing us to grow earnings and
enhance returns on equity without increasing financial leverage.

Pursuant to our strategic venture with Citigroup, we are currently
managing CT Mezzanine Partners II, which we refer to as Fund II. Fund II closed
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its private offering in August 2001 with total capital commitments of $845
million, including commitments of $199 million and $50 million by Citigroup and
us, respectively, and the balance from third party institutional investors. Fund
IT has originated $1.1 billion of investments and had a $723.5 million
investment portfolio at December 31, 2002. Our wholly owned subsidiary, CT
Investment Management Co., LLC, referred to as CTIMCO, serves as the exclusive
investment manager of Fund II.

When we entered the third party investment management business, we
decided to de-emphasize (and ultimately exit) the advisory/investment banking
business. Pursuant to our agreement with Citigroup, we also agreed to re-elect
REIT status as soon as practicable (the earliest possible point being for the
2002 tax year). During 2001, we became concerned that, due to the mix of assets
in our portfolio and our growing third-party investment management business, we
would find it difficult, as an operating matter, to meet the qualifications to
be taxed as a REIT. As a result, we sought and received from Citigroup a waiver
of the requirement to re-elect REIT status, which was ultimately received in
early 2002. Notwithstanding the waiver, we remained committed to pursuing
alternative strategies for tax efficiency, including a REIT election, depending
on the impact on our business.

Decision to Elect to be Taxed as a Real Estate Investment Trust

During 2002, we continued to explore various strategic alternatives to
increase shareholder value as we believed that our company was undervalued in
the equity market. We were also aware of important new developments in the rules
governing REITs that could materially benefit us. Specifically, the IRS had
issued private letter rulings concluding that mezzanine loans constitute
qualifying assets that result in

12

qualifying income for REIT qualification purposes. As a result of these
developments, at a meeting of our board of directors on November 6, 2002,
management presented a preliminary analysis of potential strategic alternatives
including a sale or liquidation of the company, a sale or spin-off of CTIMCO,
and a re-election of REIT status. The board directed management to propose a
comprehensive Dbusiness plan for our company if we were to elect REIT status for
the 2003 tax year. Our board also authorized us to engage Morgan Stanley & Co.
Incorporated as our financial advisor to evaluate and analyze the proposed REIT
election and the other potential strategic alternatives.

On December 10, 2002, our board of directors held a meeting and
reviewed management's detailed plan for electing to operate and be taxed as a
REIT and to consider Morgan Stanley's evaluation and analysis of strategic
alternatives. Management reviewed its plan for meeting the REIT qualification
tests, including actions it recommended to address ownership concentration
issues and accumulated "earnings and profits" generated during the period when
we were taxed as a regular corporation. Morgan Stanley made a presentation that
included quantitative and qualitative assessments of various alternatives. Based
upon the plan presented by management and the analysis presented by Morgan
Stanley, our board unanimously determined that it was in our company's best
interest to elect to be taxed as a REIT and authorized management to take all
actions necessary and appropriate to elect to be operated and taxed as a REIT.
Our board of directors subsequently declared the election advisable and approved
and authorized for submission for shareholder approval the amended and restated
charter.
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Reasons for Election to be Taxed as a REIT

Our board of directors considered numerous factors, including the

advice of Morgan Stanley, in reaching its decision to approve our election to be
taxed as a REIT as the superior alternative. Paramount among our board's reasons
for approving the election were:

o

The determination that our existing portfolio of loans and investments
could produce an attractive dividend yield if our net income could be
distributed to shareholders free of corporate-level income tax, and

The belief that our third-party investment management business was still
in an early phase of development and that the business should continue

to grow in the ordinary course and become more valuable.

Our board of directors also considered developments in our business and

with respect to the laws and regulations applicable to enterprises that operate
as REITs that rendered a decision to elect REIT status opportune for us and that
would not otherwise require us to materially alter our business plan in order to
qualify as a REIT. Specifically, our board considered the following
developments:

o

With the development of our investment management business, we had
materially reduced the capital intensive nature of our balance sheet
lending business and therefore the need to retain earnings as a source
of capital;

Recent IRS private letter rulings that permitted mezzanine loans to be
classified as qualifying assets that result in qualifying income; and

Recent changes in REIT legislation, including the REIT Modernization Act
of 2000, that provided us with the flexibility to invest in and manage
our portfolio of assets as well as to operate our investment management
business in a taxable REIT subsidiary.

From a capital markets and valuation perspective, the board also

considered the following benefits afforded by the REIT structure:
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The effective elimination of corporate-level income tax could produce
consistent dividend distributions to shareholders;

The potential for stock price appreciation with an attractive dividend
yield;

The increased likelihood of attracting equity research analysis of our
business since our performance can now be measured against a pool of
comparable publicly-traded REITs; and

The potential for independent valuation of our investment management
business, which would be operated as a separate transparent segment in a

taxable REIT subsidiary.

Our board of directors also considered the following negative factors:
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o The fact that the specific plan to restructure our hedging strategy and
offset our accumulated earnings and profits and the write-off of certain
deferred tax assets would result in a loss of approximately $14 million
in the fourth quarter of fiscal year 2002;

o The possibility that management's assumptions with respect to future
operations as a REIT may not be achieved; and

o The potential that the federal tax laws governing or affecting REITs
could be changed.

The foregoing discussion of the information and factors considered by
our board of directors is not intended to be exhaustive but we believe includes
all material factors considered by the board. In view of the complexity and wide
variety of information and factors, both positive and negative, considered by
the board, it did not find it practical to quantify, rank or otherwise assign
relative or specific weights to the factors considered. In addition, the board
did not reach any specific conclusion with respect to each of the factors
considered, or any aspect of any particular factor, but, rather, conducted an
overall analysis of the factors described above, including discussions with
management and legal, financial and accounting advisors. In considering the
factors described above, individual members of the board may have given
different weight to different factors. Our board of directors considered all
these factors as a whole and believed the factors supported its determination.
After taking into consideration all of the factors set forth above, our board
concluded that electing to be taxed and operated as a REIT in accordance with
the plan developed by management was superior to the other strategic
alternatives considered by it and in the best interest of our company.

Becoming a Real Estate Investment Trust

Shareholder approval of the proposed amended and restated charter at
the special meeting, together with timely completion of the other transactions
described below, will allow us to qualify to elect to be taxed as a REIT
beginning with the taxable year beginning January 1, 2003. If we were to qualify
for taxation as a REIT and elect REIT status, we would not be subject to federal
corporate income tax on the net income we distribute to our shareholders.

One of the requirements to qualify as a REIT is the elimination of all
of our accumulated "earnings and profits" from all non-REIT qualifying years in
which we have operated as a regular corporation. We believe we have eliminated
all such earnings and profits by actions taken in December 2002. We did so by
triggering losses through the settlement of certain derivative hedging
instruments, the disposition of a non-performing asset and the write-off of
certain deferred tax assets.

In order to qualify as a REIT, no more than 50% of our common stock may
be owned by five or fewer individuals. As a means of facilitating compliance

with such qualification, shareholders controlled by John R. Klopp and Craig M.
Hatkoff and trusts for the benefit of the family of Samuel Zell each sold
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500,000 shares of common stock to Stichting Pensioenfonds ABP in a transaction
that closed on February 7, 2003. Following this transaction, our largest five
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individual shareholders own in the aggregate less than 50% of our common stock.
In connection with this transaction, we entered into a registration rights
agreement with Stichting Pensiocenfonds ABP pursuant to which we agreed to
register for resale the shares of common stock purchased by it.

Ongoing Management

In connection with our election to become a REIT, we have consolidated
all of our management activities, including the investment management of Fund II
and future third-party funds and the ongoing management of our company itself,
into our wholly owned subsidiary, CTIMCO, which will be operated as a taxable
REIT subsidiary. CTIMCO will serve as our exclusive manager and all of our
employees will be directly employed by CTIMCO. Subject to the supervision of our
board of directors, CTIMCO will be responsible our the day-to-day operations
pursuant to a management agreement. We expect to base the compensation, fees,
expense reimbursements and other terms of the management agreement with CTIMCO
upon the terms contained in the management agreements between externally managed
publicly traded commercial mortgage REITs and their outside managers. We believe
that this will produce a management agreement with terms comparable to those
that could be obtained from unrelated parties on an arm's length basis. We
believe that this corporate organizational structure provides financial
transparency for, and facilitates the separate valuation of, our different
business segments, which should provide us with more flexibility if we decide to
sell or spin off CTIMCO's management business in the future.

Description of REIT Related Charter Amendments

We summarize below the principal REIT related amendments contained in
the amended and restated charter. This summary does not purport to be complete
and is qualified in its entirely by reference to the complete text of the
articles of amendment and restatement attached to this proxy statement as
appendix A. You are urged to read the appendix to this proxy statement in its
entirety.

Restriction on Transfer and Ownership of Shares

The proposed amended and restated charter would include a new provision
that would restrict ownership of our stock. The new provision prohibits
ownership, directly or by virtue of the attribution provisions of the Internal
Revenue Code, by any individual of more than 2.5% of the lesser of the number or
value of the issued and outstanding shares of our stock. The 2.5% ownership
limit was established as a means of preventing ownership of more than 50% of our
stock by five or fewer individuals following a review of the aggregate ownership
of the top five direct or constructive individual shareholders. Our board of
directors, in its sole and absolute discretion, may waive or modify the
ownership limit with respect to one or more persons who would not be treated as
"individuals" for purposes of the Internal Revenue Code if it is satisfied,
based upon information required to be provided by the party seeking the waiver
and, if otherwise determined to be necessary, upon a ruling from the Internal
Revenue Service or an opinion of counsel satisfactory to the board of directors,
that ownership in excess of this limit will not cause a person who is an
individual to be treated as owning shares in excess of the ownership limit,
applying the applicable constructive ownership rules, and will not otherwise
jeopardize our status as a REIT for federal income tax purposes. There can be no
assurance that our board of directors