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EXPLANATORY NOTE

Colony NorthStar, Inc. ("Colony NorthStar" or the “Company”) was formed through a tri-party merger (the "Merger") among:

= NorthStar Asset Management Group Inc. ("NSAM"), a real estate focused asset management firm which commenced operations in
July 2014 upon the spin-off by NorthStar Realty Finance Corp. ("NRF") of its asset management business;

= Colony Capital, Inc. ("Colony"), an internally managed REIT with investment management capabilities, established in June 2009; and

= NRF, a diversified REIT with investments in multiple classes of commercial real estate, established in October 2004, which was
externally managed by NSAM subsequent to the spin-off,

which closed on January 10, 2017 (the "Closing Date").

The transaction is accounted for as a reverse acquisition, with NSAM as the legal acquirer for certain legal and regulatory matters, and
Colony as the accounting acquirer for purposes of financial reporting. The financial information for Colony NorthStar, as set forth herein
represents a continuation of the financial information of Colony as the accounting acquirer. Consequently, the historical financial information
included herein as of any date, or for any periods on or prior to January 10, 2017, represents the pre-merger financial information of Colony.
The results of operations of NSAM and NRF are incorporated into Colony NorthStar effective January 11, 2017.

As used throughout this document, the terms "Colony NorthStar," the "Company," "we," "our" and "us" mean:

¢ Colony NorthStar, Inc. beginning January 11, 2017, following the closing of the Merger; and
« Colony for all periods on or prior to the closing of the Merger on January 10, 2017.
Accordingly, comparisons of the period to period financial information of Colony NorthStar as set forth herein may not be meaningful.

In addition to the financial statements included herein, you should read and consider the audited financial statements and notes thereto of
NSAM for the year ended December 31, 2016 included in our Form 10-K filed with the U.S. Securities and Exchange Commission (the “SEC”)
on February 28, 2017 and the audited financial statements and notes thereto of Colony and NRF for the year ended December 31, 2016
included as Exhibits 99.11 and 99.12, respectively, to our Form 10-K filed with the SEC on February 28, 2017.
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PART I—FINANCIAL INFORMATION

ITEM 1. Financial Statements.

COLONY NORTHSTAR, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, except per share data)

Assets
Cash and cash equivalents
Restricted cash
Real estate assets, net
Loans receivable, net
Investments in unconsolidated ventures ($400,984 and $0 at fair value)
Securities available for sale, at fair value
Goodwill
Deferred leasing costs and intangible assets, net
Assets held for sale ($106,959 and $67,058 at fair value)
Other assets ($32,527 and $36,101 at fair value)
Due from affiliates
Total assets
Liabilities
Debt, net
Accrued and other liabilities ($133,034 and $5,448 at fair value)
Intangible liabilities, net
Liabilities related to assets held for sale
Due to affiliates
Dividends payable
Total liabilities
Commitments and contingencies (Note 22)
Redeemable noncontrolling interests
Equity
Stockholders’ equity:

Preferred stock, $0.01 par value per share; $1,612,400 and $625,750 liquidation preference; 250,000 and
50,000 shares authorized; 64,496 and 25,030 shares issued and outstanding

Common stock, $0.01 par value per share
Class A, 949,000 and 658,369 shares authorized; 557,404 and 166,440 shares issued and outstanding
Class B, 1,000 shares authorized; 770 and 770 shares issued and outstanding
Additional paid-in capital
Distributions in excess of earnings
Accumulated other comprehensive loss
Total stockholders’ equity
Noncontrolling interests in investment entities
Noncontrolling interests in Operating Company
Total equity
Total liabilities, redeemable noncontrolling interests and equity

March 31, 2017

(Unaudited) December 31, 2016
633,210 376,005
316,288 111,959

13,460,872 3,243,631
4,039,995 3,430,608
1,561,640 1,052,995

413,570 23,446
1,717,365 680,127
1,019,204 278,741
1,276,695 292,924
420,143 260,585
50,749 9,971
24,909,731 9,760,992
10,249,548 3,715,618
964,027 286,952
228,623 19,977
77,141 14,296
39,878 41,250
175,498 65,972
11,734,715 4,144,065
79,472 —
1,604,651 607,200
5,574 1,664

8 8
7,994,460 2,443,100
(401,069) (246,064)
(23,750) (32,109)
9,179,874 2,773,799
3,450,385 2,453,938
465,285 389,190
13,095,544 5,616,927
24,909,731 9,760,992

The accompanying notes are an integral part of the consolidated financial statements.
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COLONY NORTHSTAR, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)
(Unaudited)

Revenues
Property operating income
Interest income
Fee income
Other income ($6,703 and $1,255 from affiliates)
Total revenues
Expenses
Property operating expense
Interest expense
Investment, servicing and commission expense
Transaction costs
Depreciation and amortization
Provision for loan loss

Impairment loss

Compensation expense (including $31,577 and $3,419 of equity-based compensation)

Administrative expenses
Total expenses

Other income
Gain on sale of real estate assets
Other gain, net
Earnings from investments in unconsolidated ventures
Income before income taxes
Income tax expense
Net income from continuing operations
Income from discontinued operations
Net income
Net income (loss) attributable to noncontrolling interests:
Redeemable noncontrolling interests
Investment entities
Operating Company
Net income attributable to Colony NorthStar, Inc.
Preferred stock dividends
Net income (loss) attributable to common stockholders
Basic earnings (loss) per share
Net income (loss) from continuing operations per basic common share
Net income (loss) per basic common share
Diluted earnings (loss) per share
Net income (loss) from continuing operations per diluted common share
Net income (loss) per diluted common share
Weighted average number of shares
Basic
Diluted

Three Months Ended March 31,

2017 2016
426,854 91,617
115,544 89,361

53,250 16,609
11,517 3,202
607,165 200,789
216,349 30,786
126,278 41,871
11,807 6,931
87,340 4,490
137,420 46,142
6,724 4,630
8,519 2,079
91,818 26,867
25,914 12,771
712,169 176,567
8,970 51,119
25,381 14,045
113,992 2,429
43,339 91,815
(3,709) (784)
39,630 91,031
12,560 —
52,190 91,031
617 —
27,059 57,595
(1,083) 3,421
25,597 30,015
30,813 11,880
(5,216) 18,135
(0.03) 0.11
(0.01) 0.11
(0.03) 0.11
(0.01) 0.11
506,405 163,727
506,405 163,727

The accompanying notes are an integral part of the consolidated financial statements.
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COLONY NORTHSTAR, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In thousands)

(Unaudited)
Three Months Ended March 31,
2017 2016
Net income $ 52,190 $ 91,031
Other comprehensive income (loss), net of tax:
Equity in other comprehensive income of unconsolidated joint ventures, net 94 11
Net change in fair value of available for sale securities (4,994) _
Net change in fair value of cash flow hedges — (44)
Foreign currency translation adjustments:
Foreign currency translation gain 28,073 29,568
Change in fair value of net investment hedges (7,189) (17,716)
Net foreign currency translation adjustments 20,884 11,852
Other comprehensive income 15,984 11,819
Comprehensive income 68,174 102,850
Comprehensive income attributable to noncontrolling interests:
Redeemable noncontrolling interests 617 —
Investment entities 38,989 67,217
Operating Company (837) 3,775
Comprehensive income attributable to stockholders $ 29,405 % 31,858

The accompanying notes are an integral part of the consolidated financial statements.
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COLONY NORTHSTAR, INC.
CONSOLIDATED STATEMENTS OF EQUITY
(In thousands)

(Unaudited)
Accumulated Noncontrolling Noncontrolling
Additional Distributions Other Total Interests in Interests in
Preferred Common Paid-in in Excess of = Comprehensive |Stockholders’ Investment Operating
Stock Stock Capital Earnings Income (Loss) Equity Entities Company Total Equity

Balance at December 31, 2015 $ 607,200 $ 1646 $ 2,387,770 $ (131,278) $ (18,422) |$ 2,846,916 $ 2138925 $ 430,399 $ 5,416,240

Net income — — — 30,015 — 30,015 57,595 3,421 91,031

Other comprehensive income — — — 1,843 1,843 9,622 354 11,819

Repurchase of preferred stock (14) — (19,988) — — (20,002) — — (20,002)

Contribution of preferred stock to an

affiliate 14 — 19,988 — — 20,002 — — 20,002

Equity-based compensation — 15 3,404 — — 3,419 — — 3,419

Shares canceled for tax withholding on

vested stock awards — 3) (2,859) — — (2,862) — — (2,862)

Contributions from noncontrolling

interests — — — — — — 44,363 — 44,363

Distributions to noncontrolling interests — — — — — — (184,777) (8,699) (193,476)

Preferred stock dividends — — — (11,880) — (11,880) — — (11,880)

Common stock dividends declared

($0.27 per share) — — — (45,244) — (45,244) — — (45,244)

Reallocation of equity (Note 2) — — 2,586 — — 2,586 — (2,586) —
Balance at March 31, 2016 $ 607,200 $ 1,658 $ 2,390,901 $ (158,387) $ (16,579) $ 2,824,793 $ 2,065,728 $ 422,889 $ 5,313,410
Balance at December 31, 2016 $ 607,200 $ 1672 $ 2,443,100 $ (246,064) $ (32,109) [$ 2,773,799 $ 2453938 $ 389,190 $ 5,616,927

Netincome (loss) — — — 25,597 — 25,597 27,059 (1,083) 51,573

Other comprehensive income . _ . . 3.808 3,808 11,930 246 15,984

Merger consideration (Note 3) 1,010,320 3,801 5,714,113 _ _ 6,728,324 — — 6,728,324

Payment of accrued dividends on

preferred stock assumed in Merger (12,869) — — — — (12,869) — — (12,869)

Fair value of noncontrolling interests

assumed in Merger — — — — — — 515,009 8,162 523,171

Common stock repurchases . (49) (66.137) . . (66,186) o . (66,186)

Redemption of units in Operating

Company for cash and Class A

common stock — — 638 — — 638 — (5,723) (5,085)

Equity-based compensation - 71 21,418 - - 21,489 - 11172 32,661

Shares canceled for tax withholding on

vested stock awards — ®3) (4,667) — — (4,670) - — (4,670)

Settlement of call spread option . _ 6,900 _ . 6,900 _ . 6,900

Costs of noncontrolling equity o _ (9,209) o . (9,209) _ o (9,209)

Contributions from noncontrolling

interests — — — — — — 676,787 — 676,787

Distributions to noncontrolling interests _ _ _ _ _ _ (269,009) (9,153) (278,162)

Preferred stock dividends . o . (41,342) . (41,342) o . (41,342)

Common stock dividends declared

(Note 15) — — — (139,260) — (139,260) — — (139,260)

Reallocation of equity (Notes 2 and 16) . _ (111,696) . 4551 (107,145) 34,671 72,474 .
Balance at March 31, 2017 $1,604,651 $ 5,582 $ 7,994,460 $ (401,069) $ (23,750) $ 9,179,874 $ 3,450,385 $ 465,285 $ 13,095,544

The accompanying notes are an integral part of the consolidated financial statements.
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COLONY NORTHSTAR, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(Unaudited)

Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Amortization of discount and net origination fees on purchased and originated loans
Paid-in-kind interest added to loan principal
Straight-line rents
Amortization of above- and below-market lease values, net
Amortization of deferred financing costs and debt discount and premium
Earnings from investments in unconsolidated ventures
Distributions of income from equity method investments
Provision for loan losses
Impairment of real estate and intangible assets
Depreciation and amortization
Equity-based compensation
Change in fair value of contingent consideration
Gain on sales of real estate assets, net
Other gain, net
Changes in operating assets and liabilities:
(Increase) decrease in due from affiliates
(Increase) decrease in other assets
Decrease in accrued and other liabilities
Increase in due to affiliates
Other adjustments, net
Net cash provided by operating activities
Cash Flows from Investing Activities
Contributions to investments in unconsolidated ventures
Distributions from investments in unconsolidated ventures
Investments in purchased loans receivable
Payment of Merger-related liabilities, net of cash acquired (Note 3)
Net disbursements on originated loans
Repayments of loans receivable
Proceeds from sales of loans receivable
Cash receipts in excess of accretion on purchased credit impaired loans
Acquisition of real estate, related intangibles and leasing commission, and improvements of real estate
Proceeds from sales of real estate assets, net of debt assumed by buyer
Proceeds from sales of securities
Proceeds from paydown and maturity of securities
Proceeds from sale of investment
Acquisition of CPI, net of cash acquired (Note 3)
Investment deposits
Change in restricted cash
Other investing activities, net
Net cash provided by investing activities

Three Months Ended March 31,

2017 2016

52,190 $ 91,031
(18,182) (2,155)
(7,572) (9,435)
(7,906) (3,645)
(1,978) 967
20,736 5,959
(113,992) (2,429)
19,633 6,736
6,724 4,630
8,519 2,079
137,420 46,142
32,184 3,419
(3,400) (9,779)
(6,862) (51,119)
(22,446) —
(10,847) 2,430
(51,072) 1,409
(10,151) (4,126)
— 2,979

(78) (4,554)
22,920 80,539
(15,541) (14,278)
26,664 20,242
(538,136) —
(44,437) —
(109,579) (73,056)
90,577 57,383
34,000 75,000
75,156 20,738
(175,197) (119,934)
903,841 168,715
24,788 —
31,321 —
239,081 —
(35,711) —
(9,143) —
(1,548) —
(2,271) (1,421)
493,865 $ 133,389
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COLONY NORTHSTAR, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)

(In thousands)
(Unaudited)

Cash Flows from Financing Activities
Dividends paid to preferred stockholders
Dividends paid to common stockholders
Repurchase of common stock
Borrowings from corporate credit facility
Repayment of borrowings from corporate credit facility
Borrowings from mortgage and other secured debt
Repayment of borrowings from mortgage and other secured debt
Change in escrow deposits for financing arrangements
Settlement of call spread options
Payment of fees and expenses related to contributions from noncontrolling interests
Payment of deferred financing costs
Contributions from noncontrolling interests
Distributions to noncontrolling interests
Repurchase of preferred stock
Reissuance of preferred stock to an equity method investee
Other financing activities, net
Net cash used in financing activities
Effect of exchange rates on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Total cash and cash equivalents, beginning of period
Cash and cash equivalents included in assets held for sale
Cash and cash equivalents, end of period

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for interest
Cash paid for income taxes

SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING AND FINANCING ACTIVITIES:
Dividends and distributions payable
Assets acquired in Merger (Note 3)
Liabilities assumed in Merger (Note 3)
Noncontrolling interests assumed in Merger (Note 3)
Common stock issued for acquisition of NSAM and NRF (Note 3)
Preferred stock issued for acquisition of NRF (Note 3)
Debt assumed by buyer of real estate reported as discontinued operations
Net asset acquired in CPI restructuring (Note 3)
Investment deposits applied to acquisition of loans receivable, real estate and CPI
Share repurchase payable (Note 10)
Loan payoff and real estate sale proceeds held in escrow (Note 10)
Redemption of OP Units for cash in accrued and other liabilities
Redemption of OP Units for common stock
Payment of fees and expenses related to contributions from noncontrolling interests
Foreclosure of collateral assets underlying loans receivable

Amounts payable relating to improvements in operating real estate

Three Months Ended March 31,

2017 2016
$ (33,151) $ (12,093)
(50,724) (44,896)
(56,009) —
458,000 152,000
(880,600) (163,400)
501,890 227,372
(577,568) (226,945)
6,828 =
6,900 —
(6,765) —
(9,439) (10,298)
676,787 44,363
(278,162) (193,476)
— (19,998)
— 19,998
(4,670) (2,862)
(246,683) (230,235)
913 1,753
271,015 (14,554)
376,005 185,854
(13,810) —
$ 633,210 $ 171,300
$ 88,029 $ 31,914
$ 1,249 $ 944
$ 175,498 $ 66,037
$ 17,461,773  $ —
$ 11,416,937 $ —
$ 602,014 $ —
$ 5,718,004 $ —
$ 1,010,320 $ —
$ 1,258,558 $ —
$ 232,181 $ —
$ 66,020 $ —
$ 10,177 $ —
$ 45870 $ —
$ 5085 $ —
$ 638 $ —
$ 2,444  $ —
$ 8,167 $ —
$ 246 % —

The accompanying notes are an integral part of the consolidated financial statements.
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COLONY NORTHSTAR, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2017
(Unaudited)

1. Business and Organization

Colony NorthStar is a global real estate and investment management firm that targets attractive risk-adjusted returns for its investors by
investing primarily in real estate and real estate-related assets. The Company has significant real estate holdings in the healthcare, industrial
and hospitality sectors, equity and debt investments, as well as an embedded institutional and retail investment management business. The
Company manages capital on behalf of its stockholders, as well as institutional and retail investors in private funds, non-traded and traded real
estate investment trusts ("REITs") and investment companies, for which the Company earns management fees and incentive fees. The
Company also owns NorthStar Securities, LLC ("NorthStar Securities"), a captive broker-dealer platform which raises capital in the retail
market.

The Company is organized as a Maryland corporation, was incorporated in May 2016, and intends to elect to be taxed as a REIT under
the Internal Revenue Code, for U.S. federal income tax purposes beginning with its taxable year ending December 31, 2017.

The Company conducts all of its activities and holds substantially all of its assets and liabilities through its operating subsidiary, Colony
Capital Operating Company, LLC (the "Operating Company" or the “OP”), which was previously the operating subsidiary of Colony and
survived the Merger. As of March 31, 2017, the Company owned 94.2% of the OP, as its sole managing member. The remaining 5.8% is
owned primarily by certain employees of the Company as noncontrolling interests.

Merger

The Merger among NSAM, Colony and NRF was completed in an all-stock exchange on January 10, 2017.

The Merger is accounted for as a reverse acquisition, with NSAM as the legal acquirer for certain legal and regulatory matters, and
Colony as the accounting acquirer for purposes of financial reporting. Consequently, the historical financial information included herein as of
any date or for any periods on or prior to the Closing Date represents the pre-Merger financial information of Colony. Accordingly, comparisons
of the period to period financial information of Colony NorthStar as set forth herein may not be meaningful.

Details of the Merger are described more fully in Note 3 and the accounting treatment thereof in Note 2.

2. Summary of Significant Accounting Policies

The significant accounting policies of the Company are described below. The accounting policies of the Company's unconsolidated
ventures are substantially similar to those of the Company.

Basis of Presentation

The accompanying unaudited interim financial statements have been prepared in accordance with the instructions to Form 10-Q and
Article 10 of Regulation S-X. Accordingly, they do not include all information and footnotes required by accounting principles generally accepted
in the United States of America (“GAAP”) for complete financial statements. These statements reflect all normal and recurring adjustments
which, in the opinion of management, are necessary to present fairly the financial position, results of operations and cash flows of the Company
for the interim periods presented. However, the results of operations for the interim period presented are not necessarily indicative of the results
that may be expected for the year ending December 31, 2017, or any other future period. These interim financial statements should be read in
conjunction with the audited consolidated financial statements of NSAM, Colony and NRF and notes thereto included in, or presented as
exhibits to, the Company’s Annual Report on Form 10-K for the year ended December 31, 2016.

The accompanying consolidated financial statements include the accounts of the Company and its controlled subsidiaries and
consolidated variable interest entities. All significant intercompany accounts and transactions have been eliminated. The portions of the equity,
net income and other comprehensive income of consolidated subsidiaries that are not attributable to the parent are presented separately as
amounts attributable to noncontrolling interests in the consolidated financial statements. A substantial portion of noncontrolling interests
represents interests held by private investment funds or other investment vehicles managed by the Company and which invest alongside the
Company and membership interests in OP primarily held by certain employees of the Company.
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Merger

The Merger is accounted for under the acquisition method for a business combination as a reverse acquisition. NSAM is the legal acquirer
in the Merger for certain legal and regulatory matters, however, Colony was determined to be the accounting acquirer in the Merger for financial
reporting purposes. While NSAM is the legal entity which initiated the transaction and issued its shares to consummate the Merger, the fact that
the senior management of Colony NorthStar primarily consists of Colony senior executives, along with other qualitative considerations, results
in Colony being designated the accounting acquirer.

The financial statements of Colony NorthStar, as set forth herein, represent a continuation of the financial information of Colony as the
accounting acquirer, except that the equity structure of Colony NorthStar is adjusted to reflect the equity structure of the legal acquirer,
including for comparative periods, by applying the Colony share exchange ratio of 1.4663. The historical financial information included herein
as of any date or for any periods on or prior to the Closing Date represents the pre-Merger financial information of Colony. The assets and
liabilities of Colony are reflected by Colony NorthStar at their pre-Merger carrying values while the assets and liabilities of NSAM and NRF are
accounted for at their acquisition date fair value. The results of operations of NSAM and NRF are incorporated into Colony NorthStar effective
from January 11, 2017. Accordingly, comparison of period to period results of operations and financial positions may not be meaningful.

Principles of Consolidation

The Company consolidates entities in which it has a controlling financial interest by first considering if an entity meets the definition of a
variable interest entity ("VIE") for which the Company is deemed to be the primary beneficiary, or if the Company has the power to control an
entity through a majority of voting interest or through other arrangements.

Variable Interest Entities—A VIE is an entity that lacks sufficient equity to finance its activities without additional subordinated financial
support from other parties, or whose equity holders lack the characteristics of a controlling financial interest. A VIE is consolidated by its
primary beneficiary, which is defined as the party who has a controlling financial interest in the VIE through (a) power to direct the activities of
the VIE that most significantly affect the VIE's economic performance, and (b) obligation to absorb losses or right to receive benefits of the VIE
that could be significant to the VIE. The Company also considers interests held by its related parties, including de facto agents. The Company
assesses whether it is a member of a related party group that collectively meets the power and benefits criteria and, if so, whether the
Company is most closely associated with the VIE. In performing this analysis, the Company considers both qualitative and quantitative factors,
including, but not limited to: the amount and characteristics of its investment relative to the related party; the Company’s and the related party's
ability to control or significantly influence key decisions of the VIE including consideration of involvement by de facto agents; the obligation or
likelihood for the Company or the related party to fund operating losses of the VIE; and the similarity and significance of the VIE’s business
activities to those of the Company and the related party. The determination of whether an entity is a VIE, and whether the Company is the
primary beneficiary, may involve significant judgment, including the determination of which activities most significantly affect the entities’
performance, and estimates about the current and future fair values and performance of assets held by the VIE.

Voting Interest Entities—Unlike VIEs, voting interest entities have sufficient equity to finance their activities and equity investors exhibit the
characteristics of a controlling financial interest through their voting rights. The Company consolidates such entities when it has the power to
control these entities through ownership of a majority of the entities' voting interests or through other arrangements.

At each reporting period, the Company reassesses whether changes in facts and circumstances cause a change in the status of an entity
as a VIE or voting interest entity, and/or a change in the Company's consolidation assessment. Changes in consolidation status are applied
prospectively. An entity may be consolidated as a result of this reassessment, in which case, the assets, liabilities and noncontrolling interest in
the entity are recorded at fair value upon initial consolidation. Any existing equity interest held by the Company in the entity prior to the
Company obtaining control will be remeasured at fair value, which may result in a gain or loss recognized upon initial consolidation. However, if
the consolidation represents an asset acquisition of a voting interest entity, the Company's existing interest in the acquired assets, if any, is not
remeasured to fair value but continues to be carried at historical cost. The Company may also deconsolidate a subsidiary as a result of this
reassessment, which may result in a gain or loss recognized upon deconsolidation depending on the carrying values of deconsolidated assets
and liabilities compared to the fair value of any interests retained.



Table of Contents

Noncontrolling Interests

Redeemable Noncontrolling Interests—This represents interests in an investment management subsidiary, Townsend Holdings, LLC
("Townsend"), in which the holders have the ability to require the Company to redeem a certain percentage of their interests through December
31, 2020 or upon the occurrence of certain triggering events. Redemptions may be settled in cash, the Company’s common stock, or a
combination thereof, at the Company's option, subject to certain conditions, and payable by the end of the fiscal quarter following the exercise
of the redemption. Redeemable noncontrolling interests is presented outside of permanent equity. Allocation of net income or loss to
redeemable noncontrolling interests is based upon their ownership percentage of Townsend during the period. The carrying amount of
redeemable noncontrolling interests is adjusted to its redemption value at the end of each reporting period, but no less than its initial carrying
value, with such adjustments recognized in additional paid-in capital.

Noncontrolling Interests in Investment Entities—This represents interests in consolidated investment entities held by private investment
funds managed by the Company, or by third party joint venture partners. Allocation of net income or loss is generally based upon relative
ownership interests held by equity owners in each investment entity, or based upon contractual arrangements that may provide for
disproportionate allocation of economic returns among equity interests, including using a hypothetical liquidation at book value basis, where
applicable and substantive.

Noncontrolling Interests in Operating Company—This represents membership interests in OP held primarily by certain employees of the
Company. Noncontrolling interests in OP are allocated a share of net income or loss in OP based on their weighted average ownership interest
in OP during the period. Noncontrolling interests in OP have the right to require OP to redeem part or all of such member’s membership units in
OP ("OP Units") for cash based on the market value of an equivalent number of shares of class A common stock at the time of redemption, or
at the Company's election as managing member of OP, through issuance of shares of class A common stock (registered or unregistered) on a
one-for-one basis. At the end of each period, noncontrolling interests in OP is adjusted to reflect their ownership percentage in OP at the end of
the period, through a reallocation between controlling and noncontrolling interests in OP, as applicable.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Actual results could differ from those estimates and assumptions.

Foreign Currency

Assets and liabilities denominated in a foreign currency for which the functional currency is a foreign currency are translated using the
exchange rate in effect at balance sheet date and the corresponding results of operations for such entities are translated using the average
exchange rate in effect during the period. The resulting foreign currency translation adjustments are recorded as a component of accumulated
other comprehensive income or loss in stockholders’ equity. Upon sale, complete or substantially complete liquidation of a foreign subsidiary, or
upon partial sale of a foreign equity method investment, the translation adjustment associated with the investment, or a proportionate share
related to the portion of equity method investment sold, is reclassified from accumulated other comprehensive income or loss into earnings.

Assets and liabilities denominated in a foreign currency for which the functional currency is the U.S. dollar are remeasured using the
exchange rate in effect at balance sheet date and the corresponding results of operations for such entities are remeasured using the average
exchange rate in effect during the period. The resulting foreign currency remeasurement adjustments are recorded in other gain (loss) on the
statements of operations.

Disclosures of non-US dollar amounts to be recorded in the future are translated using exchange rates in effect at the balance sheet date.

Fair Value Measurement
Fair value is based on an exit price, defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants. Where appropriate, the Company makes adjustments to estimated fair values to appropriately reflect
counterparty credit risk as well as the Company's own credit-worthiness.

The estimated fair value of financial assets and financial liabilities are categorized into a three-tier hierarchy, prioritized based on the level
of transparency in inputs used in the valuation techniques, as follows:

Level 1—Quoted prices (unadjusted) in active markets for identical assets or liabilities.
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Level 2—Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities, quoted prices in non-active
markets, or valuation techniques utilizing inputs that are derived principally from or corroborated by observable data directly or indirectly for
substantially the full term of the financial instrument.

Level 3—At least one assumption or input is unobservable and it is significant to the fair value measurement, requiring significant
management judgment or estimate.

Where the inputs used to measure the fair value of a financial instrument falls into different levels of the fair value hierarchy, the financial
instrument is categorized within the hierarchy based on the lowest level of input that is significant to its fair value measurement.

Fair Value Option

The fair value option provides an option to elect fair value as an alternative measurement for selected financial instruments. The fair value
option may be elected only upon the occurrence of certain specified events, including when the Company enters into an eligible firm
commitment, at initial recognition of the financial instrument, as well as upon a business combination or consolidation of a subsidiary. The
election is irrevocable unless a new election event occurs. The Company has elected to account for certain cost method investments,
specifically limited partnership interests in third party sponsored funds, at fair value.

Business Combinations

The Company evaluates each purchase transaction to determine whether the acquired assets meet the definition of a business. If
substantially all of the fair value of gross assets acquired is concentrated in a single identifiable asset or a group of similar identifiable assets,
then the set of transferred assets and activities is not a business. If not, for an acquisition to be considered a business, it would have to include
an input and a substantive process that together significantly contribute to the ability to create outputs (i.e., there is a continuation of revenue
before and after the transaction). A substantive process is not ancillary or minor, cannot be replaced without significant cost, effort or delay or is
otherwise considered unique or scarce. To qualify as a business without outputs, the acquired assets would require an organized workforce
with the necessary skills, knowledge and experience that performs a substantive process.

Prior to the Company's adoption of the new definition of a business effective October 1, 2016, the concentration of acquired fair values in
a single or group of similar identifiable assets did not preclude the acquisition of such assets from meeting the definition of a business. As a
result, acquisition of real estate assets with existing in place leases, other than sale leaseback transactions, were generally recognized as
business combinations.

Net cash paid to acquire a business or assets is classified as investing activities on the accompanying statements of cash flows.

The Company accounts for business combinations by applying the acquisition method. Transaction costs related to acquisition of a
business are expensed as incurred and excluded from the fair value of consideration transferred. The identifiable assets acquired, liabilities
assumed and noncontrolling interests in acquired entity are recognized and measured at their estimated fair values. The excess of the fair
value of consideration transferred over the fair values of identifiable assets acquired, liabilities assumed and noncontrolling interests in an
acquired entity, net of fair value of any previously held interest in the acquired entity, is recorded as goodwill. Such valuations require
management to make significant estimates and assumptions.

For acquisitions that are not deemed to be businesses, the assets acquired are recognized based on their cost to the Company as the
acquirer and no gain or loss is recognized unless the fair value of non-cash assets given as consideration differs from the carrying amount of
the assets acquired. The cost of assets acquired in a group is allocated to individual assets within the group based on their relative fair values
and does not give rise to goodwill. Transaction costs related to acquisition of assets are included in the cost basis of the assets acquired.

Contingent consideration is classified as a liability or equity, as applicable. Contingent consideration in connection with the acquisition of a
business is measured at fair value on acquisition date, and unless classified as equity, is remeasured at fair value each reporting period
thereafter until the consideration is settled, with changes in fair value included in net income. For contingent consideration in connection with
the acquisition of assets, subsequent changes to the recorded amount are adjusted against the cost of the acquisition.

Discontinued Operations

If the disposition of a component, being an operating or reportable segment, business unit, subsidiary or asset group, represents a
strategic shift that has or will have a major effect on the Company’s operations and financial results,
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the operating profits or losses of the component when classified as held for sale, and the gain or loss upon disposition of the component, are
presented as discontinued operations in the statements of operations.

A business or asset group acquired in connection with a purchase business combination that meets the criteria to be accounted for as
held for sale at the date of acquisition are reported as discontinued operations, regardless of whether it meets the strategic shift criteria.

Cash and Cash Equivalents

Short-term, highly liquid investments with original maturities of three months or less are considered to be cash equivalents. The
Company's cash and cash equivalents are held with major financial institutions and may at times exceed federally insured limits.

Restricted Cash

Restricted cash primarily consists of amounts related to operating real estate and loans receivable as well as cash held by the Company’s
foreign subsidiaries due to certain regulatory capital requirements.

Real Estate Assets

Real Estate Acquisitions—Real estate acquisitions are recorded at the fair values of the acquired components at the time of acquisition,
allocated among land, building, improvements, equipment, lease-related tangible and identifiable intangible assets and liabilities, such as
tenant improvements, deferred leasing costs, in-place lease values, above- and below-market lease values. The estimated fair value of
acquired land is derived from recent comparable sales of land and listings within the same local region based on available market data. The
estimated fair value of acquired buildings and building improvements is derived from comparable sales, discounted cash flow analysis using
market-based assumptions, or replacement cost, as appropriate. The fair value of site and tenant improvements is estimated based upon
current market replacement costs and other relevant market rate information.

Real Estate Held for Investment

Real estate held for investment are carried at cost less accumulated depreciation.

Costs Capitalized or Expensed—Expenditures for ordinary repairs and maintenance are expensed as incurred, while expenditures for
significant renovations that improve or extend the useful life of the asset are capitalized and depreciated over their estimated useful lives.

Depreciation—Real estate held for investment, other than land, are depreciated on a straight-line basis over the estimated useful lives of
the assets, as follows:

Real Estate Assets Term
Building (fee interest) 15 to 40 years
Building leasehold interests Lesser of remaining term of the lease or remaining life of the building
Building improvements Lesser of useful life or remaining life of the building
Land improvements 10 to 30 years
Tenant improvements Lesser of useful life or remaining term of the lease
Furniture, fixtures and equipment 5 to 15 years

Impairment—The Company evaluates its real estate held for investment for impairment periodically or whenever events or changes in
circumstances indicate that the carrying amounts may not be recoverable. The Company evaluates cash flows and determines impairments on
an individual property basis. In making this determination, the Company reviews, among other things, current and estimated future cash flows
associated with each property, market information for each sub-market, including, where applicable, competition levels, foreclosure levels,
leasing trends, occupancy trends, lease or room rates, and the market prices of similar properties recently sold or currently being offered for
sale, and other quantitative and qualitative factors. If an impairment indicator exists, the Company evaluates whether the expected future
undiscounted cash flows is less than the carrying amount of the asset, and if the Company determines that the carrying value is not
recoverable, an impairment loss is recorded for the difference between the estimated fair value and the carrying amount of the asset.

Real Estate Held for Sale

Classification as Held for Sale—Real estate is classified as held for sale in the period when (i) management approves a plan to sell the
asset, (ii) the asset is available for immediate sale in its present condition, subject only to usual and customary terms, (iii) a program is initiated
to locate a buyer and actively market the asset for sale at a reasonable price, and (iv) completion of the sale is probable within one year. Real
estate held for sale is stated at the lower of its
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carrying amount or estimated fair value less disposal cost, with any write-down to fair value less disposal cost recorded as an impairment loss.
For any increase in fair value less disposal cost subsequent to classification as held for sale, the impairment loss may be reversed, but only up
to the amount of cumulative loss previously recognized. Depreciation is not recorded on assets classified as held for sale.

If circumstances arise that were previously considered unlikely and, as a result, the Company decides not to sell the real estate asset
previously classified as held for sale, the real estate asset is reclassified as held for investment. Upon reclassification, the real estate asset is
measured at the lower of (i) its carrying amount prior to classification as held for sale, adjusted for depreciation expense that would have been
recognized had the real estate been continuously classified as held for investment, or (ii) its estimated fair value at the time the Company
decides not to sell.

Real Estate Sales—The Company evaluates if real estate sale transactions qualify for recognition under the full accrual method,
considering whether, among other criteria, the buyer’s initial and continuing investments are adequate to demonstrate a commitment to pay,
any receivable due to the Company is not subject to future subordination, the Company has transferred to the buyer the usual risks and
rewards of ownership and the Company does not have a substantial continuing involvement with the sold real estate. At the time the sale is
consummated, a gain or loss is recognized as the difference between the sale price less disposal cost and the carrying value of the real estate.

Foreclosed Properties

The Company receives foreclosed properties in full or partial settlement of loans receivable by taking legal title or physical possession of
the properties. Foreclosed properties are recognized, generally, at the time the real estate is received at foreclosure sale or upon execution of a
deed in lieu of foreclosure. Foreclosed properties are initially measured at fair value. Deficiencies compared to the carrying value of the loan,
after reversing any previously recognized loss provision on the loan, are recorded as impairment loss. The Company periodically evaluates
foreclosed properties for subsequent decrease in fair value which is recorded as additional impairment loss. Fair value of foreclosed properties
is generally based on third party appraisals, broker price opinions, comparable sales or a combination thereof.

Loans Receivable

The Company originates and purchases loans receivable. The accounting framework for loans receivable depends on the Company's
strategy whether to hold or sell the loan, whether the loan was credit-impaired at time of acquisition, or if the lending arrangement is an
acquisition, development and construction loan.

Loans Held for Investment (other than Purchased Credit-Impaired Loans),

Loans that the Company has the intent and ability to hold for the foreseeable future are classified as held-for-investment. Originated loans
are recorded at amortized cost, or outstanding unpaid principal balance less net deferred loan fees. Net deferred loan fees include unamortized
origination and other fees charged to the borrower less direct incremental loan origination costs incurred by the Company. Purchased loans are
recorded at amortized cost, or unpaid principal balance plus purchase premium or less unamortized discount. Costs to purchase loans are
expensed as incurred.

Interest Income—Interest income is recognized based upon contractual interest rate and unpaid principal balance of the loans. Net
deferred loan fees on originated loans are deferred and amortized as adjustments to interest income over the expected life of the loans using
the effective yield method. Premium or discount on purchased loans are amortized as adjustments to interest income over the expected life of
the loans using the effective yield method. For revolving loans, net deferred loan fees, premium or discount are amortized to interest income
using the straight-line method. When a loan is prepaid, prepayment fees and any excess of proceeds over the carrying amount of the loan are
recognized as additional interest income.

Nonaccrual—Accrual of interest income is suspended on nonaccrual loans. Loans that are past due 90 days or more as to principal or
interest, or where reasonable doubt exists as to timely collection, are generally considered nonperforming and placed on nonaccrual. Interest
receivable is reversed against interest income when loans are placed on nonaccrual status. Interest collection on nonaccruing loans for which
ultimate collectability of principal is uncertain is recognized using a cost recovery method by applying interest collected as a reduction to loan
principal; otherwise, interest collected is recognized on a cash basis by crediting to income when received. Loans may be restored to accrual
status when all principal and interest is current and full repayment of the remaining contractual principal and interest is reasonably assured.

Impairment and Allowance for Loan Losses—On a periodic basis, the Company analyzes the extent and effect of any credit migration

from underwriting and the initial investment review associated with the performance of a loan and/or value of its underlying collateral, financial
and operating capability of the borrower or sponsor, as well as amount and
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status of any senior loan, where applicable. Specifically, operating results of collateral properties and any cash reserves are analyzed and used
to assess whether cash from operations are sufficient to cover debt service requirements currently and into the future, ability of the borrower to
refinance the loan, liquidation value of collateral properties, financial wherewithal of any loan guarantors as well as the borrower’s competency
in managing and operating the collateral properties. Such analysis is performed at least quarterly, or more often as needed when impairment
indicators are present. The Company does not utilize a statistical credit rating system to monitor and assess the credit risk and investment
quality of its acquired or originated loans. Given the diversity of the Company's portfolio, management believes there is no consistent method of
assigning a numerical rating to a particular loan that captures all of the various credit metrics and their relative importance. Therefore, the
Company evaluates impairment and allowance for loan losses on an individual loan basis.

Loans are considered to be impaired when it is probable that the Company will not be able to collect all amounts due in accordance with
contractual terms of the loans, including consideration of underlying collateral value. Allowance for loan losses represents the estimated
probable credit losses inherent in loans held for investment at balance sheet date. Changes in allowance for loan losses are recorded in the
provision for loan losses on the statement of operations. Allowance for loan losses generally exclude interest receivable as accrued interest
receivable is reversed when a loan is placed on nonaccrual status. Allowance for loan losses is generally measured as the difference between
the carrying value of the loan and either the present value of cash flows expected to be collected, discounted at the original effective interest
rate of the loan or an observable market price for the loan. Subsequent changes in impairment are recorded as adjustments to the provision for
loan losses. Loans are charged off against allowance for loan losses when all or a portion of the principal amount is determined to be
uncollectible. A loan is considered to be collateral-dependent when repayment of the loan is expected to be provided solely by the underlying
collateral. Impaired collateral-dependent loans are written down to the fair value of the collateral less disposal cost, first through a charge-off
against allowance for loan losses, if any, then recorded as impairment loss.

Troubled Debt Restructuring ("TDR")— A loan with contractual terms modified in a manner that grants concession to the borrower who is
experiencing financial difficulty is classified as a TDR. Concessions could include term extensions, payment deferrals, interest rate reductions,
principal forgiveness, forbearance, or other actions designed to maximize the Company's collection on the loan. As a TDR is generally
considered to be an impaired loan, it is measured for impairment based on the Company's allowance for loan losses methodology.

Loans Held for Sale

Loans that the Company intends to sell or liquidate in the foreseeable future are classified as held-for-sale. Loans held for sale are carried
at the lower of amortized cost or fair value less disposal cost, with valuation changes recognized as impairment loss. Loans held for sale are
not subject to allowance for loan losses. Net deferred loan origination fees and loan purchase premiums or discounts are deferred and
capitalized as part of the carrying value of the held-for-sale loan until the loan is sold, therefore included in the periodic valuation adjustments
based on lower of cost or fair value less disposal cost.

Purchased Credit-Impaired ("PCI")_Loans

PCI loans are acquired loans with evidence of credit quality deterioration for which it is probable at acquisition that the Company will
collect less than the contractually required payments. PCI loans are recorded at the initial investment in the loans and accreted to the estimated
cash flows expected to be collected as measured at acquisition date. The excess of cash flows expected to be collected, measured as of
acquisition date, over the estimated fair value represents the accretable yield and is recognized in interest income over the remaining life of the
loan using the effective interest method. The difference between contractually required payments as of the acquisition date and the cash flows
expected to be collected ("nonaccretable difference") is not recognized as an adjustment of yield, loss accrual or valuation allowance.

The Company evaluates estimated future cash flows expected to be collected on a quarterly basis, starting with the first full quarter after
acquisition, or earlier if conditions indicating impairment are present. If the cash flows expected to be collected cannot be reasonably estimated,
either at acquisition or in subsequent evaluation, the Company may consider placing such PCI loans on nonaccrual, with interest income
recognized using the cost recovery method or on a cash basis. Subsequent decreases in cash flows expected to be collected are evaluated to
determine whether a provision for loan loss should be established. If decreases in expected cash flows result in a decrease in the estimated fair
value of the loan below its amortized cost, the Company records a provision for loan losses calculated as the difference between the loan’s
amortized cost and the revised cash flows, discounted at the loan’s effective yield. Subsequent increases in cash flows expected to be
collected are first applied to reverse any previously recorded allowance for loan losses, with any remaining increases recognized prospectively
through an adjustment to yield over its remaining life.
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Factors that most significantly affect estimates of cash flows expected to be collected, and accordingly the accretable yield, include: (i)
estimate of the remaining life of acquired loans which may change the amount of future interest income; (ii) changes to prepayment
assumptions; (iii) changes to collateral value assumptions for loans expected to foreclose; and (iv) changes in interest rates on variable rate
loans.

PCI loans may be aggregated into pools based upon common risk characteristics, such as loan performance, collateral type and/or
geographic location of the collateral. A pool is accounted for as a single asset with a single composite yield and an aggregate expectation of
estimated future cash flows. A PCI loan modified within a pool remains in the pool, with the effect of the modification incorporated into the
expected future cash flows. A loan resolution within a loan pool, which may involve the sale of the loan or foreclosure on the underlying
collateral, results in the removal of an allocated carrying amount, including an allocable portion of any existing allowance.

Acquisition, Development and Construction ("ADC") Loan Arrangements

The Company provides loans to third party developers for the acquisition, development and construction of real estate. Under an ADC
arrangement, the Company participates in the expected residual profits of the project through the sale, refinancing or other use of the property.
The Company evaluates the characteristics of each ADC arrangement, including its risks and rewards, to determine whether they are more
similar to those associated with a loan or an investment in real estate. ADC arrangements with characteristics implying loan classification are
presented as loans receivable and result in the recognition of interest income. ADC arrangements with characteristics implying real estate joint
ventures are presented as investments in unconsolidated joint ventures and are accounted for using the equity method. The classification of
each ADC arrangement as either loan receivable or real estate joint venture involves significant judgment and relies on various factors,
including market conditions, amount and timing of expected residual profits, credit enhancements in the form of guaranties, estimated fair value
of the collateral, significance of borrower equity in the project, among others. The classification of ADC arrangements is performed at inception,
and periodically reassessed when significant changes occur in the circumstances or conditions described above.

Investments in Unconsolidated Ventures

A noncontrolling, unconsolidated ownership interest in an entity may be accounted for using the equity method, cost method or under the
fair value option, if elected.

The Company accounts for investments under the equity method of accounting if it has the ability to exercise significant influence over the
operating and financial policies of an entity, but does not have a controlling financial interest. The equity method investment is initially recorded
at cost and adjusted each period for capital contributions, distributions and the Company's share of the entity’s net income or loss as well as
other comprehensive income or loss. The Company's share of net income or loss may differ from the stated ownership percentage interest in
an entity if the governing documents prescribe a substantive non-pro rata earnings allocation formula or a preferred return to certain investors.
The Company's share of net income or loss from its interests in funds, which are accounted for under the equity method, reflects fair value
changes in the underlying investments of the fund, which are reported at fair value in accordance with investment company guidelines. For
certain equity method investments, the Company records its proportionate share of income on a one to three month lag. Distributions of
operating profits from equity method investments are reported as operating activities, while distributions in excess of operating profits or those
related to capital transactions, such as a financing transactions or sales, are reported as investing activities in the statement of cash flows.

Investments that do not qualify for equity method accounting are accounted for under the cost method. Dividends from cost method
investments, when received, are recorded as dividend income to the extent they are not considered a return of capital; otherwise such amounts
are recorded as a reduction of the cost of investment.

The Company elected the fair value option for certain cost method investments, specifically limited partnership interests in third party
sponsored funds. The Company records the change in fair value for its share of the projected future cash flows of such investments in equity in
earnings (losses) of unconsolidated ventures. Any change in fair value attributed to market related assumptions is recorded in other gain (loss),
net, on the statement of operations.

Impairment—If indicators of impairment exist, the Company performs an evaluation of its equity method and cost method investments to
assess whether the fair value of its investment is less than its carrying value. To the extent the decrease in value is considered to be other-
than-temporary and an impairment has occurred, the investment is written down to its estimated fair value, recorded as an impairment loss.

Securities

Debt securities and marketable equity securities are recorded as of the trade date. Securities designated as available-for-sale (“AFS”) are
carried at fair value with unrealized gains or losses included as a component of other
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comprehensive income. Upon disposition of AFS securities, the cumulative gains or losses in other comprehensive income (loss) that are
realized are recognized in other gain (loss), net, on the statement of operations based on specific identification.

Dividend income—Dividend income from marketable equity securities is recognized on the ex-dividend date.

Interest Income—Interest income from debt securities, including stated coupon interest payments and amortization of purchase premiums
or discounts, is recognized using the effective interest method over the expected lives of the debt securities.

For beneficial interests in debt securities that are not of high credit quality (generally credit rating below AA) or that can be contractually
settled such that the Company would not recover substantially all of its recorded investment, interest income is recognized as the accretable
yield over the life of the securities using the effective yield method. The accretable yield is the excess of current expected cash flows to be
collected over the net investment in the security, including the yield accreted to date. The Company evaluates estimated future cash flows
expected to be collected on a quarterly basis, starting with the first full quarter after acquisition, or earlier if conditions indicating impairment are
present. If the cash flows expected to be collected cannot be reasonably estimated, either at acquisition or in subsequent evaluation, the
Company may consider placing the securities on nonaccrual, with interest income recognized using the cost recovery method.

Impairment—The Company performs an assessment, at least quarterly, to determine whether a decline in fair value below amortized cost
of AFS debt securities is other than temporary. Other-than-temporary impairment ("OTTI") exists when either (i) the holder has the intent to sell
the impaired security, (ii) it is more likely than not the holder will be required to sell the security, or (iii) the holder does not expect to recover the
entire amortized cost of the security. For beneficial interests in debt securities that are not of high credit quality or that can be contractually
settled such that the Company would not recover substantially all of its recorded investment, OTTI also exists when there has been an adverse
change in cash flows expected to be collected from the last measurement date.

If the Company intends to sell the impaired security or more likely than not will be required to sell the impaired security before recovery of
its amortized cost, the entire impairment amount is recognized in earnings. If the Company does not intend to sell the security and it is not more
likely than not that the Company will be required to sell the security before recovery of its amortized cost, the Company further evaluates the
security for impairment due to credit losses. In determining whether a credit loss exists, an assessment is made of the cash flows expected to
be collected from the security. The credit component of OTTI is recognized in earnings, while the remaining non-credit component is
recognized in other comprehensive income. The amortized cost basis of the security is written down by the amount of impairment recognized in
earnings and will not be adjusted for subsequent recoveries in fair value. The difference between the new amortized cost basis and the cash
flows expected to be collected will be accreted as interest income.

In assessing OTTI and estimating future expected cash flows, factors considered include, but are not limited to, credit rating of the
security, financial condition of the issuer, defaults for similar securities, performance and value of assets underlying an asset-backed security.

PCI Debt Securities—Debt securities acquired that are deemed to be credit impaired at acquisition date are recorded at their initial
investment and accreted to the estimated cash flows expected to be collected as measured at acquisition date. The excess of cash flows
expected to be collected, measured at acquisition date, over the estimated fair value represents the accretable yield and is recognized in
interest income over the remaining life of the security using the effective yield method. The difference between contractually required payments
at the acquisition date and the cash flows expected to be collected ("nonaccretable difference"), which reflects estimated future credit losses
expected to be incurred over the life of the security, is not accreted to interest income nor recorded on the balance sheet. Subsequent
decreases in undiscounted expected cash flows attributable to further credit deterioration as well as changes in expected timing of future cash
flows can result in recognition of OTTI. Subsequent increases in expected cash flows, other than due to interest rate changes on variable rate
securities, are recognized prospectively over the remaining life of the security as an adjustment to accretable yield.

Identifiable Intangibles

In a business combination or asset acquisition, the Company may recognize identifiable intangibles that meet either or both the
contractual-legal criterion or the separability criterion. Indefinite-lived intangibles are not subject to amortization until such time that its useful life
is determined to no longer be indefinite, at which point, it will be assessed for impairment and its adjusted carrying amount amortized over its
remaining useful life. Finite-lived intangibles are amortized over their useful life in a manner that reflects the pattern in which the intangible is
being consumed if readily determinable, such as based upon expected cash flows; otherwise they are amortized on a straight line basis. The
useful life of all identified

16



Table of Contents

intangibles will be periodically reassessed and if useful life changes, the carrying amount of the intangible will be amortized prospectively over
the revised useful life. Finite-lived intangibles are periodically reviewed for impairment and an impairment loss is recognized if the carrying
amount of the intangible is not recoverable and exceeds its fair value. An impairment establishes a new basis for the identifiable intangibles
and any impairment loss recognized is not subject to subsequent reversal.

Identifiable intangibles recognized in acquisitions of operating real estate properties generally include in-place leases, above- or below-
market leases and deferred leasing costs. In-place leases generate value over and above the tangible real estate because a property that is
occupied with leased space is typically worth more than a vacant building without an operating lease contract in place. The estimated fair value
of acquired in-place leases is derived based on management's assessment of costs avoided from having tenants in place, including lost rental
income, rent concessions and tenant allowances or reimbursements, that hypothetically would be incurred to lease a vacant building to its
actual existing occupancy level on the valuation date. The net amount recorded for acquired in-place leases is included in intangible assets and
amortized on a straight-line basis as an increase to depreciation and amortization expense over the remaining term of the applicable leases. If
an in-place lease is terminated, the unamortized portion is charged to depreciation and amortization expense.

The estimated fair value of the above- or below-market component of acquired leases represents the present value of the difference
between contractual rents of acquired leases and market rents at the time of the acquisition for the remaining lease term, discounted for tenant
credit risks. Above- or below-market operating lease values are amortized on a straight-line basis as a decrease or increase to rental income,
respectively, over the applicable lease terms. This includes fixed rate renewal options in acquired leases that are below-market, which is
amortized to decrease rental income over the renewal period. Above- or below-market ground lease obligations are amortized on a straight-line
basis as a decrease or increase to rent expense, respectively, over the applicable lease terms. If the above- or below-market operating lease
values or above- or below-market ground lease obligations are terminated, the unamortized portion of the lease intangibles are recorded in
rental income or rent expense, respectively.

Deferred leasing costs represent management's estimation of the avoided leasing commissions and legal fees associated with an existing
in-place lease. The net amount is included in intangible assets and amortized on a straight-line basis as an increase to depreciation and
amortization expense over the remaining term of the applicable lease.

Goodwill

Goodwill is an unidentifiable intangible asset and is recognized as a residual, generally measured as the excess of consideration
transferred in a business combination over the identifiable assets acquired, liabilities assumed and noncontrolling interests in the acquiree.
Goodwill is assigned to reporting units that are expected to benefit from the synergies of the business combination.

Goodwill is tested for impairment at the reporting units to which it is assigned at least on an annual basis in the fourth quarter of each
year, or more frequently if events or changes in circumstances occur that would more likely than not reduce the fair value of a reporting unit
below its carrying value. The assessment of goodwill for impairment may initially be performed based on qualitative factors to determine if it is
more likely than not that the fair value of the reporting unit to which the goodwill is assigned is less than its carrying value. If so, a two-step
quantitative assessment is performed to determine if an impairment has occurred and measure the impairment loss. In the first step, if the fair
value of the reporting unit is less than its carrying value (including goodwill), then the goodwill is considered to be impaired. In the second step,
the implied fair value of the goodwill is determined by comparing the fair value of the reporting unit (in step one) to the fair value of the net
assets of the reporting unit as if the reporting unit is being acquired in a business combination. If the carrying value of goodwill exceeds the
resulting implied fair value of goodwill, then an impairment charge is recognized for the excess. An impairment establishes a new basis for the
goodwill and any impairment loss recognized is not subject to subsequent reversal. Goodwill impairment tests require judgment, including
identification of reporting units, assignment of assets and liabilities to reporting units, assignment of goodwill to reporting units, and
determination of the fair value of each reporting unit.

Accounts Receivable and Related Allowance

Property Operating Income Receivables—The Company periodically evaluates aged receivables as well as considers the collectability of
unbilled receivables for each tenant, operator, resident or guest, individually. The Company establishes an allowance when, based upon
current information and events, it is probable that the Company will be unable to collect all amounts due under existing contractual terms, and
the amount can be reasonably estimated.

Cost Reimbursements and Recoverable Expenses—Expenses associated with the sale of common stock of the public non-traded REITs
are paid for in advance by the Company and subject to reimbursement by the non-traded REITs,
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up to certain limits in accordance with their respective advisory agreements and charters. As these costs are incurred, they are recorded as
other income up to the respective limits. Expenses paid on behalf of the non-traded REITs that are in excess of these limits that are expected to
be collected based on future estimated offering proceeds are recorded as due from affiliates on the consolidated balance sheets. The Company
assesses the collectability of such receivables considering the offering period and historical and forecasted sales of shares under the
respective offerings of the non-traded REITs and establishes an allowance for any balances considered not collectible. Additional allowance is
generally recorded if actual proceeds raised from the offerings and corresponding expenses incurred differ from management’'s assumptions.

Fixed Assets

Fixed assets of the Company are presented within other assets and carried at cost less accumulated depreciation and amortization.
Ordinary repairs and maintenance are expensed as incurred. Major replacements and betterments which improve or extend the life of assets
are capitalized and depreciated over their useful life. Depreciation and amortization is recognized on a straight-line basis over the estimated
useful life of the assets, which range between 3 to 5 years for furniture, fixtures, equipment and capitalized software, 15 years for aircraft and
over the shorter of the lease term or useful life for leasehold improvements.

Transfers of Financial Assets

Sale accounting for transfers of financial assets is limited to the transfer of an entire financial asset, a group of financial assets in their
entirety, or a component of a financial asset which meets the definition of a participating interest by having characteristics that are similar to the
original financial asset.

Transfers of financial assets are accounted for as sales when control over the assets has been surrendered. If the Company has any
continuing involvement, rights or obligations with the transferred financial asset (outside of standard representations and warranties), sale
accounting would require that the transfer meets the following conditions: (1) the transferred asset has been legally isolated; (2) the transferee
has the right (free of conditions that constrain it from taking advantage of that right) to pledge or exchange the transferred asset; and (3) the
Company does not maintain effective control over the transferred asset through an agreement that provides for (a) both an entitlement and an
obligation by the Company to repurchase or redeem the asset before its maturity, (b) the unilateral ability by the Company to reclaim the asset
and a more than trivial benefit attributable to that ability, or (c) the transferee requiring the Company to repurchase the asset at a price so
favorable to the transferee that it is probable the repurchase will occur.

If the criteria for sale accounting are met, the transferred financial asset is removed from the balance sheet and a net gain or loss is
recognized upon sale, taking into account any retained interests. Transfers of financial assets that do not meet the criteria for sale are
accounted for as financing transactions.

Derivative Instruments and Hedging Activities

The Company uses derivative instruments to manage its foreign currency risk and interest rate risk. The Company does not use derivative
instruments for speculative or trading purposes. All derivative instruments are recorded at fair value and included in other assets or other
liabilities on a gross basis on the balance sheet. The accounting for changes in fair value of derivatives depends upon whether or not the
Company has elected to designate the derivative in a hedging relationship and the derivative qualifies for hedge accounting. The Company has
economic hedges that have not been designated for hedge accounting.

Changes in fair value of derivatives not designated as accounting hedges are recorded in the statement of operations in other gain (loss).

For designated accounting hedges, the relationships between hedging instruments and hedged items, risk management objectives and
strategies for undertaking the accounting hedges as well as the methods to assess the effectiveness of the derivative prospectively and
retrospectively, are formally documented at inception. Hedge effectiveness relates to the amount by which the gain or loss on the designated
derivative instrument exactly offsets the change in the hedged item attributable to the hedged risk. If it is determined that a derivative is not
expected to be or has ceased to be highly effective at hedging the designated exposure, hedge accounting is discontinued.

Cash Flow Hedges—The Company uses interest rate caps and swaps to hedge its exposure to interest rate fluctuations in forecasted
interest payments on floating rate debt. The effective portion of the change in fair value of the derivative is recorded in accumulated other
comprehensive income, while hedge ineffectiveness is recorded in earnings. If the derivative in a cash flow hedge is terminated or the hedge
designation is removed, related amounts in accumulated other comprehensive income (loss) are reclassified into earnings.
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Net Investment Hedges—The Company uses foreign currency hedges to protect the value of its net investments in foreign subsidiaries or
equity method investees whose functional currencies are not U.S. dollars. Changes in the fair value of derivatives used as hedges of net
investment in foreign operations, to the extent effective, are recorded in the cumulative translation adjustment account within accumulated
other comprehensive income (loss).

At the end of each quarter, the Company reassesses the effectiveness of its net investment hedges and as appropriate, dedesignates the
portion of the derivative notional that is in excess of the beginning balance of its net investments as nondesignated hedges.

Release of accumulated other comprehensive income related to net investment hedges occurs upon losing a controlling financial interest
in an investment or obtaining control over an equity method investment. Upon sale, complete or substantially complete liquidation of an
investment in a foreign subsidiary, or partial sale of an equity method investment, the gain or loss on the related net investment hedge is
reclassified from accumulated other comprehensive income to earnings.

Financing Costs

Debt discounts and premiums as well as debt issuance costs (except for revolving credit arrangements) are presented net against the
associated debt on the balance sheet and amortized into interest expense using the effective interest method over the contractual term of the
debt or expected life of the debt instrument. Costs incurred in connection with revolving credit arrangements are recorded as deferred financing
costs in other assets, and amortized on a straight-line basis over the expected term of the credit facility.

Property Operating Income
Property operating income includes the following.

Rental Income—Rental income is recognized on a straight-line basis over the noncancelable term of the related lease which includes the
effects of minimum rent increases and rent abatements under the lease. Rents received in advance are deferred.

When it is determined that the Company is the owner of tenant improvements, the cost to construct the tenant improvements, including
costs paid for or reimbursed by the tenants, is capitalized. For Company-owned tenant improvements, the amount funded by or reimbursed by
the tenants are recorded as deferred revenue, which is amortized on a straight-line basis as additional rental income over the term of the
related lease. Rental income recognition commences when the leased space is substantially ready for its intended use and the tenant takes
possession of the leased space.

When it is determined that the tenant is the owner of tenant improvements, the Company's contribution towards those improvements is
recorded as a lease incentive, included in deferred leasing costs and intangible assets on the balance sheet, and amortized as a reduction to
rental income on a straight-line basis over the term of the lease. Rental income recognition commences when the tenant takes possession of
the lease space.

Tenant Reimbursements—In net lease arrangements, the tenant is generally responsible for operating expenses relating to the property,
including real estate taxes, property insurance, maintenance, repairs and improvements. Costs reimbursable from tenants and other
recoverable costs are recognized as revenue in the period the recoverable costs are incurred. When the Company is the primary obligor with
respect to purchasing goods and services for property operations and has discretion in selecting the supplier and retains credit risk, tenant
reimbursement revenue and property operating expenses are presented on a gross basis in the statements of operations. For certain triple net
leases where the lessee self-manages the property, hires its own service providers and retains credit risk for routine maintenance contracts, no
reimbursement revenue and expense are recognized.

Resident Fee Income—Resident fee income is recorded when services are rendered and includes resident room and care charges,
community fees and other resident charges.

Hotel Operating Income—Hotel operating income includes room revenue, food and beverage sales and other ancillary services. Revenue
is recognized upon occupancy of rooms, consummation of sales and provision of services.

Fee Income
Fee income consists of the following:

Base Management Fees—The Company earns base management fees for the day-to-day operations and administration of its managed
private funds, traded and non-traded REITs and investment companies. Base management
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fees are recognized over the period in which the related services are performed in accordance with contractual terms of the underlying
management agreements.

Asset Management Fees (including fees related to acquisition and disposition of investments)—The Company receives a one-time asset
management fee upon closing of each investment made by certain managed private funds. In accordance with contractual terms of the
underlying management and advisory agreements, a portion of asset management fees is recognized upon completion of initial underwriting,
with remaining fees deferred and recognized over the holding period of each investment in which the related services are performed for each
investment.

The Company also earns fees related to acquisition and disposition of investments by certain managed non-traded REITs, which are
recognized upon closing of the respective acquisition or disposition of underlying investments.

Incentive Fees—The Company may earn incentive fees from its managed private funds, traded and non-traded REITs and investment
companies. Incentive fees are determined based on the performance of the investment vehicles subject to the achievement of minimum return
levels in accordance with the terms set out in the respective governing agreements. Incentive fees are recognized when fixed or determinable
and related contingencies have been resolved, which is generally at the end of the measurement period of the respective investment vehicles.
Any incentive fees received prior to that date are recorded as deferred income.

Advisory Fees—The Company earns advisory fees from its clients at a fixed annual retainer. Advisory fees are recognized over the period
in which the related services are performed in accordance with contractual terms of the underlying advisory agreements.

Selling Commission and Dealer Manager Fees—These fees are earned by the Company for selling equity in the non-traded REITs and
investment companies, and are recognized on trade date.

Other Income
Other income includes the following:

Expense Recoveries from Borrowers—Expenses, primarily legal costs incurred in administering non-performing loans and foreclosed
properties held by investment entities, may be subsequently recovered through payments received when these investments are resolved. The
Company recognizes income when the cost recoveries are determinable and repayment is assured.

Collateral Management Fees—These fees are earned in the Company's capacity as collateral manager or collateral manager delegate of
collateralized debt obligation vehicles ("CDOs") sponsored by the Company or by third parties. Collateral management fees are recognized
over the period in which the related services are performed in accordance with contractual terms of the underlying agreements. If amounts
distributable on any payment date are insufficient to pay the collateral management fees according to the priority of payments, any shortfall is
deferred and payable on subsequent payment dates. Collateral management fees earned from consolidated CDOs are eliminated in
consolidation.

Cost Reimbursements from Affiliates—For various services provided to certain affiliates, including managed investment vehicles, the
Company is entitled to receive reimbursements of expenses incurred, generally based on expenses that are directly attributable to providing
those services and/or a portion of overhead costs. The Company acts in the capacity of a principal under these arrangements. Accordingly, the
Company records the expenses and corresponding reimbursement income on a gross basis in the period the services are rendered and costs
are incurred.

Compensation

Compensation comprises salaries, bonus including discretionary awards and contractual amounts for certain senior executives, benefits,
severance payments and equity-based compensation. Bonus is accrued over the employment period to which it relates.

Equity-Based Compensation

Equity-classified stock awards granted to employees that have a service condition only are measured at fair value at date of grant and
remeasured at fair value only upon a modification of the award. Stock awards granted to non-employees that have a service condition only are
remeasured at fair value at the end of each reporting period until the award is fully vested. Fair value is determined based on the closing price
of the Company's class A common stock at date of grant or date of remeasurement. The Company recognizes compensation expense on a
straight-line basis over the requisite service period of the awards, with the amount of compensation expense recognized at the end of a
reporting period at least equal to the fair value of the portion of the award that has vested through that date. Compensation expense is adjusted
for actual forfeitures upon occurrence.
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Income Taxes

A REIT is generally not subject to corporate-level federal and state income tax on net income it distributes to its stockholders. To qualify
as a REIT, the Company must meet a number of organizational and operational requirements, including a requirement to distribute at least 90%
of its REIT taxable income to its stockholders. If the Company fails to qualify as a REIT in any taxable year and if the statutory relief provisions
were not to apply, the Company would be subject to federal and state income taxes at regular corporate rates (including any applicable
alternative minimum tax) and may not be able to qualify as a REIT for four subsequent taxable years. Even if the Company qualifies as a REIT,
it and its subsidiaries may be subject to certain U.S federal, state and local as well as foreign taxes on its income and property and to U.S
federal income and excise taxes on its undistributed taxable income.

The Company has elected or may elect to treat certain of its existing or newly created corporate subsidiaries as taxable REIT subsidiaries
(each a “TRS”). In general, a TRS may perform non-customary services for tenants of the REIT, hold assets that the REIT cannot or does not
intend to hold directly and, subject to certain exceptions related to hotels and healthcare properties, may engage in any real estate or non-real
estate related business. The Company uses TRS entities to conduct certain activities that cannot be conducted directly by a REIT, including
investment management, property management including hotel operations as well as loan servicing and workout activities. A TRS is treated as
a regular, taxable corporation for U.S income tax purposes and therefore, is subject to U.S federal corporate tax on its income and property.

Deferred Income Taxes—The provision for income taxes includes current and deferred portions. The current income tax provision differs
from the amount of income tax currently payable because of temporary differences in the recognition of certain income and expense items
between financial reporting and income tax reporting. The Company uses the asset and liability method to provide for income taxes, which
requires that the Company's income tax expense reflect the expected future tax consequences of temporary differences between the carrying
amounts of assets or liabilities for financial reporting versus income tax purposes. Accordingly, a deferred tax asset or liability for each
temporary difference is determined based on enacted tax rates that the Company expects to be in effect when the underlying items of income
and expense are realized and the differences reverse. A deferred tax asset is also recognized for net operating loss carryforwards and the
income tax effect of accumulated other comprehensive income items of the TRS entities. A valuation allowance for deferred tax assets is
established if the Company believes it is more likely than not that all or some portion of the deferred tax assets will not be realized. Realization
of deferred tax assets is dependent on the Company's TRS entities generating sufficient taxable income in future periods or employing certain
tax planning strategies to realize such deferred tax assets.

Uncertain Tax Positions—Income tax benefits are recognized for uncertain tax positions that are more likely than not to be sustained
based solely on their technical merits. Such uncertain tax positions are measured as the largest amount of benefit that is more-likely-than-not to
be realized upon settlement. The difference between the benefit recognized and the tax benefit claimed on a tax return results in an
unrecognized tax benefit. The Company periodically evaluates whether it is more likely than not that its uncertain tax positions would be
sustained upon examination by a tax authority for all open tax years, as defined by the statute of limitations.

Earnings Per Share

The Company calculates basic earnings per share using the two-class method which defines unvested share-based payment awards that
contain nonforfeitable rights to dividends as participating securities. The two-class method is an allocation formula that determines earnings per
share for each share of common stock and participating securities according to dividends declared and participation rights in undistributed
earnings. Under this method, all earnings (distributed and undistributed) are allocated to common shares and participating securities based on
their respective rights to receive dividends. Earnings per common share is calculated by dividing earnings allocated to common shareholders
by the weighted-average number of common shares outstanding during the period.

Diluted earnings per common share is based on the weighted-average number of common shares and the effect of potentially dilutive
common share equivalents outstanding during the period. Potentially dilutive common share equivalents include shares to be issued upon the
assumed conversion of the Company's outstanding convertible notes, which are included under the if-converted method when dilutive. The
earnings allocated to common shareholders is adjusted to add back the after-tax amount of interest expense associated with the convertible
notes, except when doing so would be antidilutive.

Reclassification

Certain prior period amounts on the balance sheet and the statement of cash flows have been reclassified to conform to current period
presentation for the combined company. Significant reclassifications include presentation of all
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assets held for sale and related liabilities separately on the consolidated balance sheet as well as the presentation of preferred stock at
carrying value, previously at par. Additionally, $2.4 million was reclassified from allowance for bad debts, which was netted against other
assets, to allowance for loan losses, which was netted against loan receivable. Such reclassifications did not affect the Company's financial
position, results of operations or its cash flows.

Accounting Standards Adopted in 2017

Equity-Based Compensation—In March 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update
("ASU") No. 2016-09, Improvements to Share-Based Payment Accounting, which amends certain aspects of accounting for share-based
payments to employees. This includes accounting for income tax effects in the income statement, increasing the fair value of shares applied for
income tax withholding without triggering liability accounting, allowing forfeitures related to service condition to be recognized upon occurrence,
as well as changes in cash flow classifications. This guidance may be adopted prospectively or on a modified retrospective transition basis
depending on the requirements of each provision. ASU No. 2016-09 is effective for fiscal years and interim periods beginning after December
15, 2016. The Company adopted this new guidance prospectively on January 1, 2017. The Company has made a policy election to account for
forfeitures upon occurrence. The adoption of this standard did not have a material impact on the Company's financial condition, results of
operations or cash flows.

Future Application of Accounting Standards

Revenue Recognition—In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers, which amends
existing revenue recognition standards by establishing principles for a single comprehensive model for revenue measurement and recognition,
along with enhanced disclosure requirements. Key provisions include, but are not limited to, determining which goods or services are capable
of being distinct in a contract to be accounted for separately as a performance obligation and recognizing variable consideration only to the
extent that it is probable a significant revenue reversal would not occur. The new revenue standard may be applied retrospectively to each prior
period presented (full retrospective) or retrospectively to contracts not completed as of date of initial application with the cumulative effect
recognized in retained earnings (modified retrospective). ASU No. 2014-09 was originally effective for fiscal years and interim periods
beginning after December 15, 2016. In July 2015, the FASB deferred the effective date of the new standard by one year to fiscal years and
interim periods beginning after December 15, 2017. Early adoption is permitted but not before the original effective date. The FASB has
subsequently issued several amendments to the standard, including clarifying the guidance on assessing principal versus agent based on the
notion of control, which affects recognition of revenue on a gross or net basis. These amendments have the same effective date and transition
requirements as the new standard.

The Company plans to adopt the standard on its required effective date of January 1, 2018 using the modified retrospective approach.
The standard excludes from its scope the areas of accounting that most significantly affect revenue recognition for the core activities of the
Company, including accounting for financial instruments and leases, except that the non-lease service component in a gross lease will be
considered a separate performance obligation and be subject to the new revenue recognition standard. While incentive income from sponsored
investment vehicles will be subject to the new revenue recognition provisions for variable consideration, it is not expected to deviate
significantly from the Company's current revenue recognition policy. Evaluation of the impact of this guidance to the Company is on-going.

Financial Instruments—In January 2016, the FASB issued ASU No. 2016-01, Recognition and Measurement of Financial Assets and
Financial Liabilities, which affects accounting for investments in equity securities, financial liabilities under the fair value option, as well as
presentation and disclosures, but does not affect accounting for investments in debt securities and loans. Investments in equity securities, other
than equity method investments, will be measured at fair value through earnings, except for equity securities without readily determinable fair
values which may be measured at cost less impairment and adjusted for observable price changes. This provision eliminates cost method
accounting and recognition of unrealized holding gains or losses on equity investments in other comprehensive income. For financial liabilities
under fair value option, changes in fair value due to instrument specific credit risk will be recorded separately in other comprehensive income.
Fair value disclosures of financial instruments measured at amortized cost will be based on exit price and corresponding disclosures of
valuation methodology and significant inputs will no longer be required. ASU No. 2016-01 is effective for fiscal years and interim periods
beginning after December 15, 2017. Early adoption is limited to specific provisions. ASU 2016-01 is to be applied retrospectively with
cumulative effect as of the beginning of the first reporting period adopted recognized in retained earnings, except for provisions related to
equity investments without readily determinable fair values and exit price fair value disclosures for financial instruments measured at amortized
cost, which are to be applied prospectively.

The Company plans to adopt the new guidance on its required effective date of January 1, 2018. Upon adoption, unrealized holding gains
or losses on the Company's investment in equity securities, classified as available for sale, will
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no longer be recorded in other comprehensive income but in earnings. As it relates to cost method investments, the Company has elected the
fair value option to account for its limited partnership interests in private funds while its interests in non-traded REITs in aggregate are not
material. The Company does not have any other cost method investments as of March 31, 2017 that would have readily determinable fair
values and would be affected by this new guidance. The Company continues to evaluate the impact of this new guidance but does not expect
the adoption of this standard to have a material effect on its financial condition or results of operations.

Leases—In February 2016, the FASB issued ASU No. 2016-02, Leases, which amends existing lease accounting standards, primarily
requiring lessees to recognize most leases on balance sheet, as well as making targeted changes to lessor accounting. ASU No. 2016-02 is
effective for fiscal years and interim periods beginning after December 15, 2018. Early adoption is permitted. The new leases standard requires
adoption using a modified retrospective approach for all leases existing at, or entered into after, the date of initial application, and provides for
certain practical expedients. Full retrospective application is prohibited. Transition will require application of the new guidance at the beginning
of the earliest comparative period presented.

As lessor, gross leases will be subject to allocation between lease and non-lease service components, with the latter accounted for under
the new revenue recognition standard. As the new lease standard requires congruous accounting treatment between lessor and lessee in a
sale-leaseback transaction, if the seller/lessee does not achieve sale accounting, it would be considered a financing transaction to the
Company, as the buyer/lessor. As lessee, the Company will recognize a right-of-use asset and corresponding liability for future obligations
under its leasing arrangements, such as ground leases and office leases, which as of March 31, 2017, have future contractual payments of
$151.2 million and $27.4 million, respectively. Additionally, under the new lease standard, only incremental initial direct costs incurred in the
execution of a lease can be capitalized by the lessor and lessee. The Company continues to evaluate the impact of this guidance on its
financial statements.

Credit Losses—In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments—Credit Losses, which amends the credit
impairment model for financial instruments. The existing incurred loss model will be replaced with a lifetime current expected credit loss
("CECL") model for financial instruments carried at amortized cost and off-balance sheet credit exposures, such as loans, loan commitments,
held-to-maturity ("HTM") debt securities, financial guarantees, net investment in leases, reinsurance and trade receivables, which will generally
result in earlier recognition of allowance for losses. For AFS debt securities, unrealized credit losses will be recognized as allowances rather
than reductions in amortized cost basis and elimination of the OTTI concept will result in more frequent estimation of credit losses. The
accounting model for purchased credit impaired loans and debt securities will be simplified, including elimination of some of the asymmetrical
treatment between credit losses and credit recoveries, to be consistent with the CECL model for originated and purchased non-credit impaired
assets. The existing model for beneficial interests that are not of high credit quality will be amended to conform to the new impairment models
for HTM and AFS debt securities. Expanded disclosures on credit risk include credit quality indicators by vintage for financing receivables and
net investment in leases. Transition will generally be on a modified retrospective basis, with prospective application for other-than-temporarily
impaired debt securities and purchased credit impaired assets. ASU No. 2016-13 is effective for fiscal years and interim periods beginning after
December 15, 2019. Early adoption is permitted for annual and interim periods beginning after December 15, 2018. The Company expects that
recognition of credit losses will generally be accelerated under the CECL model. Evaluation of the impact of this new guidance is on-going.

Cash Flow Classifications—In August 2016, the FASB issued ASU No. 2016-15, Statement of Cash Flows: Classification of Certain Cash
Receipts and Cash Payments, which is intended to reduce diversity in practice in certain classifications on the statement of cash flows. This
guidance addresses eight types of cash flows, which includes clarifying how the predominance principle should be applied when cash receipts
and cash payments have aspects of more than one class of cash flows, as well as requiring an accounting policy election for classification of
distributions received from equity method investees using either the cumulative earnings or nature of distributions approach, among others.
Transition will generally be on a retrospective basis. ASU No. 2016-15 is effective for fiscal years and interim periods beginning after December
15, 2017. Early adoption is permitted, provided that all amendments within the guidance are adopted in the same period. The Company
anticipates making an accounting policy election for classification of distributions from its equity method investees using the cumulative
earnings approach. The Company does not expect the adoption of this standard to have a material effect on presentation in its statement of
cash flows.

Restricted Cash—In November 2016, the FASB issued ASU No. 2016-18, Statement of Cash Flows: Restricted Cash, which requires that
cash and cash equivalent balances in the statement of cash flows include restricted cash and restricted cash equivalent amounts, and
therefore, changes in restricted cash and restricted cash equivalents be presented in the statement of cash flows. This will eliminate the
presentation of transfers between cash and cash equivalents with restricted cash and restricted cash equivalents in the statement of cash
flows. When cash, cash equivalents, restricted cash and restricted cash equivalents are presented in more than one line item on the balance
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sheet, this ASU requires disclosure of a reconciliation between the totals in the statement of cash flows and the related captions in the balance
sheet. The new guidance also requires disclosure of the nature of restricted cash and restricted cash equivalents, similar to existing
requirements under Regulation S-X; however, it does not define restricted cash and restricted cash equivalents. ASU No. 2016-18 is effective
for fiscal years and interim periods beginning after December 15, 2017, to be applied retrospectively, with early adoption permitted. If early
adopted in an interim period, adjustments are to be reflected as of the beginning of the fiscal year of adoption. The Company does not expect
the adoption of this standard to have a material effect on presentation in its statement of cash flows.

Goodwill Impairment—In January 2017, the FASB issued ASU No. 2017-04, Intangibles—Goodwill and Other (Topic 350): Simplifying the
Test for Goodwill Impairment, which removes the second step of the goodwill impairment test that requires a hypothetical purchase price
allocation. Goodwill impairment is now measured as the excess in carrying value over fair value of the reporting unit, with the loss recognized
not to exceed the amount of goodwill assigned to that reporting unit. The one-step impairment test will also be applied to goodwill at reporting
units that have zero or negative carrying values, with a disclosure of the amount of goodwill at these reporting units. ASU 2017-04 is effective
for fiscal years beginning after December 15, 2019, to be applied prospectively. Early adoption is permitted for interim and annual goodwill
impairment testing dates after January 1, 2017. The Company will early adopt this new guidance for its goodwill impairment assessment in
2017.

Derecognition and Partial Sales of Nonfinancial Assets—In February 2017, the FASB issued ASU 2017-05, Clarifying the Scope of Asset
Derecognition and Accounting for Partial Sales of Nonfinancial Assets, which clarifies the scope and application of Accounting Standards
Cadification ("ASC") 610-20, Other Income—Gains and Losses from Derecognition of Nonfinancial Assets, and defines in substance
nonfinancial assets. ASC 610-20 applies to derecognition of all nonfinancial assets which are not contracts with customers or revenue
transactions under ASC 606, Revenue from Contracts with Customers. Derecognition of a business is governed by ASC 810, Consolidation,
while derecognition of financial assets, including equity method investments, even if the investee holds predominantly nonfinancial assets, is
governed by ASC 860, Transfers and Servicing. The ASU also aligns the accounting for partial sales of nonfinancial assets to be more
consistent with accounting for sale of a business. Specifically, in a partial sale to a noncustomer, when a noncontrolling interest is received or
retained, the latter is considered a noncash consideration and measured at fair value in accordance with ASC 606, which would result in full
gain or loss recognized upon sale. This ASU removes guidance on partial exchanges of nonfinancial assets in ASC 845, Nonmonetary
Transactions, and eliminates the real estate sales guidance in ASC 360-20, Property, Plant and Equipment—Real Estate Sales. ASU 2017-05
has the same effective date as the new revenue guidance, which is January 1, 2018, with early adoption permitted beginning January 1, 2017.
Both ASC 606 and ASC 610-20 must be adopted concurrently. While the transition method is similar to the new revenue guidance, either full
retrospective or modified retrospective, the transition approach applied need not be aligned between both standards.

The Company plans to adopt this standard on January 1, 2018, consistent with its adoption of the new revenue standard, using the
modified retrospective approach. Under the new standard, if the Company sells a partial interest in its real estate assets to nhoncustomers or
contributes real estate assets to unconsolidated ventures, and the Company retains a noncontrolling interest in the asset, such transactions
could result in a larger gain on sale. The adoption of this standard could have a material impact to the Company's results of operations in a
period if the Company sells a significant partial interest in a real estate asset. There were no such sales in the three months ended March 31,
2017.

3. Business Combinations

Merger with NSAM and NRF

On the Closing Date, the Merger of NSAM, Colony and NRF was completed in an all-stock exchange to create Colony NorthStar.

The Merger was accomplished through a series of transactions. On the Closing Date, NSAM merged with and into Colony NorthStar in
order to redomesticate NSAM as a Maryland corporation, followed by a series of internal reorganization transactions with subsidiaries of NRF
resulting in NRF becoming a subsidiary of Colony NorthStar, and the merger of Colony into Colony NorthStar, with Colony NorthStar surviving
as the combined company.

Upon the closing of the Merger, NSAM outstanding common stock was converted into Colony NorthStar common stock, and the outstanding
common stock and preferred stock of NRF and Colony were converted into the right to receive shares of common stock and preferred stock of
Colony NorthStar at pre-determined exchange ratios.

The specific exchanges of common stock and preferred stock as a result of the Merger were as follows:

» Each share of NSAM common stock and performance common stock issued and outstanding immediately prior to the effective time of
the Merger was canceled and converted into one share of Colony NorthStar class A common stock and performance common stock,
respectively;
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» Each share of class A and class B common stock of Colony issued and outstanding immediately prior to the effective time of the
Merger was canceled and converted into the right to receive 1.4663 shares of Colony NorthStar class A and class B common stock for
each share of Colony's class A and class B common stock;

» Each share of common stock of NRF issued and outstanding prior to the effective time of the Merger was canceled and converted into
the right to receive 1.0996 shares of Colony NorthStar class A common stock for each share of NRF common stock;

» Each share of each series of the preferred stock of Colony and of NRF issued and outstanding immediately prior to the effective time of
the Merger was canceled and converted into the right to receive one share of a corresponding series of Colony NorthStar preferred
stock with substantially identical preferences, conversion and other rights, voting powers, restrictions, limitations as to dividend,
qualification and terms and conditions of redemption; and

» Concurrently, the OP issued OP Units to equal the number of OP membership units outstanding on the day prior to the closing of the
Merger multiplied by the exchange ratio of 1.4663.

Upon consummation of the Merger, the former stockholders of Colony, NSAM and NRF owned, or had the right to own, approximately
33.25%, 32.85% and 33.90%, respectively, of Colony NorthStar, on a fully diluted basis, excluding the effect of certain equity-based awards
issued in 2017 in connection with the Merger.

The Merger is accounted for as a reverse acquisition, with NSAM as the legal acquirer for certain legal and regulatory matters and Colony
as the accounting acquirer for purposes of the financial information set forth herein. See Note 2 for further discussion on the accounting
treatment of the Merger.

Merger Consideration

As the Merger is accounted for as a reverse acquisition, the fair value of the consideration transferred in common stock was measured
based upon the number of shares of common stock Colony, as the accounting acquirer, would theoretically have issued to the shareholders of
NSAM and NRF to achieve the same ratio of ownership in Colony NorthStar upon completion of the Merger, multiplied by the closing price of
Colony class A common stock of $21.52 on the Closing Date. As a result, the implied shares of Colony common stock issued in consideration
was computed as the number of outstanding shares of NSAM and NRF common stock prior to the Closing Date divided by the exchange ratios
of 1.4663 and 1.3335, respectively.

Substantially all NSAM and NRF equity awards outstanding on the Closing Date vested upon consummation of the Merger. As Colony
NorthStar issued its common stock upon consummation of the Merger and settlement of these equity awards relate to pre-Merger services,
these equity awards were included in the outstanding shares of NSAM and NRF common stock used to determine the merger consideration.

NSAM and NRF equity awards outstanding on the Closing Date that did not vest upon consummation of the Merger were assumed by
Colony NorthStar through the conversion of such equity awards into comparable Colony NorthStar equity awards with substantially the same
vesting terms pre-merger. The portion of the replacement awards attributable to pre-combination services forms part of the merger
consideration, while the portion attributable to post-combination services is recognized prospectively as compensation expense of Colony
NorthStar in the post-Merger period.

The Colony NorthStar preferred stock issued as merger consideration upon the closing of the Merger to the holders of NRF preferred
stock was on a one-for-one basis.

The Company assumed certain liabilities of NSAM and NRF which arose as a result of the Merger and were settled shortly after the
Closing Date. These amounts included approximately $226.1 million which was paid to former NSAM stockholders, representing a one-time
special dividend, and approximately $78.9 million in payroll taxes representing shares that were canceled and remitted to taxing authorities on
behalf of employees whose equity-based compensation was accelerated and fully vested upon closing of the Merger. These amounts, net of
$260.6 million of cash assumed, are presented as investing cash outflows in the consolidated statement of cash flows.
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Fair value of the merger consideration was determined as follows:

(In thousands, except price per share) NSAM NRF Total
Outstanding shares of common stock prior to closing of the Merger 190,739 183,147
Replacement equity-based awards attributable to pre-combination services @ 300 150
191,039 183,297
Exchange ratio® 1.4663 1.3335
Implied shares of Colony common stock issued in consideration 130,286 137,456 267,742
Price per share of Colony class A common stock $ 2152 % 2152 $ 21.52
Fair value of implied shares of Colony common stock issued in consideration $ 2,803,760 $ 2,958,039 $ 5,761,799
Fair value of Colony NorthStar preferred stock issued () — 1,010,320 1,010,320
Fair value of NRF stock owned by NSAM ™) (43,795) — (43,795)
Total merger consideration $ 2,759,965 $ 3,968,359 $ 6,728,324

(i) Represents the portion of non-employee restricted stock unit awards that did not vest upon consummation of the Merger and pertains to services rendered prior to the Merger.

(i) Represents (a) the pre-determined exchange ratio of one share of Colony common stock for 1.4663 shares of Colony NorthStar common stock; and (b) the derived exchange
ratio of one share of Colony common stock for 1.3335 shares of NRF common stock based on the pre-determined exchange ratio of one NRF share of common stock for
1.0996 shares of Colony NorthStar common stock.

(iii) Fair value of Colony NorthStar preferred stock issued was measured based on the shares of NRF preferred stock outstanding at Closing Date and the closing traded price of
the respective series of NRF preferred stock on the Closing Date, including accrued dividends, as follows:

Number of Shares
(In thousands, except price per share) Outstanding Price Per Share Fair Value

NRF Preferred Stock

Series A 8.75% 2,467 $ 2561 $ 63,182
Series B 8.25% 13,999 25.15 352,004
Series C 8.875% 5,000 25.80 128,995
Series D 8.50% 8,000 25.82 206,597
Series E 8.75% 10,000 25.95 259,542
Fair value of Colony NorthStar preferred stock issued 39,466 $ 1,010,320

(iv) Represents 2.7 million shares of NRF common stock owned by NSAM prior to the Merger and canceled upon consummation of the Merger, valued at the closing price of NRF
common stock of $16.13 on the Closing Date.

The following table presents a preliminary allocation of the merger consideration to assets acquired, liabilities assumed and noncontrolling
interests of NSAM and NRF based on their respective estimated fair values as of the Closing Date. The resulting goodwill represents the value
expected from the economies of scale and synergies created through combining the operations of the merged entities, and is assigned to the
investment management segment.

The estimated fair values and allocation of the merger consideration presented below are preliminary and based on information available
as of the Closing Date as we continue to evaluate the underlying inputs and assumptions. Accordingly, these preliminary estimates may be
subject to adjustments during the measurement period, not to exceed one year, based upon new information obtained about facts and
circumstances that existed as of the Closing Date.

(In thousands) NSAM NRF Total
Merger consideration $ 2,759,965 $ 3,968,359 $ 6,728,324
Allocation of merger consideration:
Assets acquired 2,703,610 14,758,163 17,461,773
Liabilities assumed 1,142,142 10,274,795 11,416,937
Redeemable noncontrolling interests 78,843 — 78,843
Noncontrolling interests—investment entities — 515,009 515,009
Noncontrolling interests—Operating Company 8,162 — 8,162
Fair value of net assets acquired 1,474,463 3,968,359 5,442,822
Goodwill $ 1,285,502 $ — 3 1,285,502
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Preliminary fair values assigned to the assets acquired, liabilities assumed and noncontrolling interests of NSAM and NRF as of the
Closing Date were as follows:

January 10, 2017

(In thousands) NSAM NRF Total
Assets
Cash and cash equivalents $ 152,858 $ 107,751 % 260,609
Restricted cash 18,052 158,762 176,814
Real estate assets — 9,968,026 9,968,026
Loans receivable 28,485 336,657 365,142
Investments in unconsolidated ventures 76,671 608,946 685,617
Securities 3,065 433,850 436,915
Identifiable intangible assets 661,496 357,797 1,019,293
Management agreement between NSAM and NRF 1,683,028 — 1,683,028
Assets held for sale — 2,096,671 2,096,671
Other assets 79,955 689,703 769,658
Total assets 2,703,610 14,758,163 17,461,773
Liabilities
Debt — 6,720,259 6,720,259
Intangible liabilities — 219,219 219,219
Management agreement between NSAM and NRF — 1,683,028 1,683,028
Liabilities related to assets held for sale — 1,281,406 1,281,406
Tax liabilities 169,387 64,453 233,840
Accrued and other liabilities 972,755 306,430 1,279,185
Total liabilities 1,142,142 10,274,795 11,416,937
Redeemable noncontrolling interests 78,843 — 78,843
Noncontrolling interests—investment entities — 515,009 515,009
Noncontrolling interests—Operating Company 8,162 — 8,162
Fair value of net assets acquired $ 1,474,463 $ 3,968,359 $ 5,442,822

The Merger effectively resulted in the settlement of the pre-merger management agreement between NSAM and NRF. The terms of the
management agreement were determined to be off-market when compared to the terms of similar management agreements of other externally
managed mortgage and equity REITs. The off-market component was valued at $1.7 billion based on a discounted cash flow analysis using a
discount rate of 9%, and recorded as an intangible asset attributed to NSAM and a corresponding intangible liability attributed to NRF, in each
case as of the Closing Date. Upon settlement of the management agreement, the intangible asset and the corresponding intangible liability
were eliminated. No net gain or loss was recognized by Colony NorthStar resulting from the settlement.

Certain deferred tax liabilities were recognized in connection with the Merger, related primarily to NSAM's investment management
contract intangible assets and basis differences in NRF's real estate assets in the United Kingdom arising from recording those assets at fair
value on the Closing Date.

Fair value of other assets acquired, liabilities assumed and noncontrolling interests were estimated as follows:

Real Estate and Related Intangibles—Fair value is based on the income approach which includes a direct capitalization method with
overall capitalization rates ranging between 4.4% and 10.4%. For real estate held for sale, fair value was determined based on contracted sale
price or a sales comparison approach, adjusted for estimated selling costs. Real estate fair value was allocated to tangible assets such as land,
building and leaseholds, tenant and land improvements as well as identified intangible assets and liabilities such as above- and below-market
leases, below market ground lease obligations and in-place lease value. Useful lives of the intangibles acquired range from 6 years to 90 years
for ground lease obligations and 1 year to 17 years for all other real estate related intangibles.

Loans Receivable—Fair value is determined by comparing the current yield to the estimated yield for newly originated loans with similar
credit risk or the market yield at which a third party might expect to purchase such investment; or based on discounted cash flow projections of
principal and interest expected to be collected, which include consideration of borrower or sponsor credit, as well as operating results of the
underlying collateral. For certain loans receivable considered to be impaired, their carrying value approximated fair value.
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Investments in Unconsolidated Ventures—Fair value is based on timing and amount of expected future cash flows for income as well as
realization events of the underlying assets of the investees, and for certain investments in funds, a proportionate share of its most recent net
asset value.

Securities—Fair value is based on quotations from brokers or financial institutions that act as underwriters of the debt securities, third-
party pricing service or discounted cash flows depending on the type of debt securities. Fair value of equity security is based on the listed price
of the publicly traded security.

Investment Management Related Intangible Assets—This consists primarily of management contracts, customer relationships, trade
names and broker dealer license. This includes assets related to an 84% interest acquired by NSAM in January 2016 in Townsend, which
provides real estate investment management and advisory services. The fair value of management contracts represent the discounted excess
earnings attributable to the future management fee income from in-place management contracts, with discount rates ranging between 8% and
10%. The management contracts have useful lives ranging from 2 years to 18 years. The fair value of customer relationships represents the
potential fee income from repeat customers through future sponsored investment vehicles, with the useful lives of such vehicles ranging from
20 to 30 years. The trade names of NSAM and Townsend were valued as the discounted savings of royalty fees by applying a royalty rate of
1.5% and 2%, respectively, against expected fee income, and have useful lives of 20 years and 30 years, respectively. The fair value of
NSAM's broker dealer license represents the estimated cost of obtaining a license.

Debt—Fair value of exchangeable notes was determined based on unadjusted quoted prices in a non-active market. Fair value of
mortgage and other notes payable was estimated by reviewing rates currently available with similar terms and remaining maturities. Fair value
of securitization bonds payable was based on quotations from brokers or financial institutions that act as underwriters of the securitized bonds.
Fair value of junior subordinated debt was based on unadjusted quotations from a third party valuation firm, with such quotes derived using a
combination of internal valuation models, comparable trades in non-active markets and other market data.

Noncontrolling Interests—Fair value of noncontrolling interests in investment entities was estimated as their share of fair values of the net
assets of the underlying investment entities, including any incentive distributions. The fair value of noncontrolling interests in Operating
Company was determined based upon the closing price of Colony class A common stock multiplied by the number of OP Units assumed in the
Merger, after applying the exchange ratio.

Results of NSAM and NRF

For the three months ended March 31, 2017, the Company's results of operations included contributions from the legacy business of
NSAM and NRF as follows:

January 11, 2017 to March 31, 2017

(In thousands) NSAM NRF Total

Total revenues $ 44969 $ 352,483 $ 397,452

Net income (loss) attributable to Colony NorthStar, Inc. (16,988) 8,966 (8,022)

Net income (loss) attributable to common stockholders (16,988) 8,966 (8,022)
Merger-Related Costs

Transaction costs of $83.6 million were incurred in connection with the Merger in the three months ended March 31, 2017, consisting
largely of professional fees for legal, financial advisory, accounting and consulting services, as well as fees incurred on a bridge facility
commitment that was terminated on the Closing Date. Approximately $66.8 million of the transaction costs represent fees paid to investment
bankers that were contingent upon consummation of the Merger.

Additionally, the Company also incurred $45.6 million of other Merger-related costs during the three months ended March 31, 2017, as
follows:

* equity-based compensation of $26.0 million related to replacement equity awards issued to certain NSAM executives as part of the
Merger (Note 20); and

 other Merger-related costs to transition and integrate the operations of the combined entities, such as compensation expense of $15.5
million for severance and employee transition, as well as $4.1 million of administrative costs, including but not limited to system
integration, lease termination and professional fees paid to third party advisors and consultants.

Merger-related costs are expensed as incurred and such costs expensed by NSAM and NRF prior to the Closing Date were excluded from
the Company's results of operations.
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Pro Forma Financial Information (Unaudited)

The following table presents pro forma financial information of the Company as if the Merger had been consummated on January 1, 2016.
The pro forma financial information includes the pro forma impact of purchase accounting adjustments primarily related to fair value
adjustments and depreciation and amortization, and excludes Merger-related expenses of $83.6 million for the three months ended March 31,
2017. The pro forma financial information also gives effect to certain sales initiatives by NRF, cessation of the management agreement
between NSAM and NRF, as well as a pay down of NSAM and NRF corporate borrowings. The pro forma financial information, however, does
not reflect any potential benefits that may result from realization of future cost savings from operating efficiencies, or other incremental
synergies expected to result from the Merger.

The pro forma financial information is presented for illustrative purposes only and is not necessarily indicative of the results of operations
of the Company had the Merger been completed on January 1, 2016, nor indicative of future results of operations of the Company.

Three Months Ended March 31,

(In thousands, except per share data) 2017 2016
Pro forma:
Total revenues $ 644,429 $ 663,183
Net income (loss) attributable to Colony NorthStar, Inc. 117,365 (134,465)
Net income (loss) attributable to common stockholders 84,212 (167,405)
Earnings (loss) per common share:
Basic $ 017 $ (0.30)
Diluted $ 017 $ (0.30)

Restructuring_of Real Estate Loans into Equity Ownership

In the normal course of business, the Company may foreclose on the underlying asset in settlement of its loan receivable or otherwise
undertake various restructuring measures in connection with its investments.

Following the Merger, on January 25, 2017, the Company and its joint venture partners, through its consolidated investment venture,
acquired a controlling interest in a defaulted borrower, a real estate investment group in Europe ("CPI") in connection with a restructuring of the
CPI group. Certain entities within the CPI group were in receivership proceedings at the time of the restructuring. The Company acquired CPI's
real estate portfolio, consisting of hotels, offices and mixed-use properties, and assumed the underlying mortgage debt, some of which were in
payment default, including maturity default. Certain CPl employees responsible for asset and property management became employees of the
Company. As a result of the acquisition, the Company's outstanding loans receivable were considered to be effectively settled at their carrying
value and formed part of the consideration transferred for the transaction.

The following table summarizes the consideration and preliminary allocation to assets acquired and liabilities assumed. The estimated fair
values and preliminary purchase price allocation was based on information available at the time of acquisition and we continue to evaluate the
underlying inputs and assumptions. Accordingly, these preliminary estimates may be subject to retrospective adjustments during the
measurement period, not to exceed one year, based upon new information obtained about facts and circumstances that existed as of the date
of acquisition.
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(In thousands) January 25, 2017
Consideration
Carrying value of loans receivable outstanding at the time of restructuring $ 182,644
Cash 49,537
Total consideration $ 232,181
Identifiable assets acquired and liabilities assumed
Cash $ 303
Real estate assets 539,233
Real estate and related assets held for sale 26,263
Lease intangibles and other assets 38,288
Debt (275,859)
Tax liabilities (33,051)
Lease intangibles and other liabilities (60,208)
Liabilities related to assets held for sale (2,788)
Fair value of net assets acquired $ 232,181

Fair value of assets acquired and liabilities assumed were estimated as follows:

Real Estate and Related Intangibles—Fair value is based on a discounted cash flow analysis with a weighted average discount rate of
6.6% or direct capitalization analysis with weighted average capitalization rate of 13.5%. For real estate held for sale, fair value was determined
based on contracted sale price or a sales comparison approach, adjusted for estimated selling costs. Real estate fair value was allocated to
tangible assets of land, building and tenant and site improvements and identified intangibles, such as above- and below-market leases and in-
place lease values.

Debt—TFair value of debt is estimated by discounting expected future cash outlays at interest rates currently available for instruments with
similar terms and remaining maturities, applying discount rates ranging between 1.25% and 3.5%, with such debt fair values not exceeding the
fair value of their underlying collateral.

Total revenues and net loss attributable to Colony NorthStar, Inc. from the acquisition of CPI, as included in the consolidated statement of
operations, were $7.9 million and $1.2 million, respectively, for the period from acquisition date through March 31, 2017.

4. Real Estate Assets

The Company's real estate assets, including properties foreclosed by the Company, were as follows:

(In thousands) March 31, 2017 December 31, 2016
Land and improvements $ 2,115,492 $ 764,365
Buildings, building leaseholds and improvements 11,129,943 2,559,682
Tenant improvements 138,175 87,643
Furniture, fixtures and equipment 283,696 7
Construction in progress 57,337 8,856
13,724,643 3,420,553
Less: Accumulated depreciation (263,771) (176,922)
Real estate assets, net $ 13,460,872 $ 3,243,631

Real Estate Sales

Real estate assets sold during the three months ended March 31, 2017 and 2016 generated proceeds of $903.8 million and $168.7
million, respectively, resulting in gains on sale of $9.0 million and $51.1 million, respectively.

Real estate sold in the three months ended March 31, 2017 and 2016 did not constitute discontinued operations, other than the sale of a
manufactured housing portfolio acquired through the Merger which qualified as held for sale upon acquisition, as discussed in Note 17.

Real estate held for sale at March 31, 2017 is presented in Note 9.

30



Table of Contents

Real Estate Acquisitions

The following table summarizes the Company's real estate acquisitions, excluding real estate assets acquired as part of business
combinations discussed in Note 3.

($.in thousands) Purchase Price Allocation
Acquisition Number of Purchase Lease Intangible Lease Intangible
Date Property Type and Location Buildings Price @ Land Buildings Assets Liabilities

Three Months Ended March 31, 2017 (2)

Asset Acquisitions
January Industrial—Spain 2 $ 10,374 $ 3,855 % 5564 $ 955 % =
Light industrial—Various in
Various u.s. 7 117,912 17,894 95,533 6,176 (1,691)
$ 128,286 $ 21,749 $ 101,097 $ 7,131 $ (1,691)
Year Ended December 31, 2016
Business Combinations @ *)
January Industrial—Spain 23 $ 94,403 $ 33,265 $ 56,585 $ 5318 $ (765)
Industrial—Massachusetts,
April u.s. ® 1 34,900 5,235 27,731 1,934 —
May Office—France 1 18,203 14,150 3,815 388 (150)
Light industrial—Various in
Various u.s. 18 201,635 36,974 151,689 16,063 (3,091)
Asset Acquisitions
Light industrial—Various in
Various u.s. 12 113,200 20,749 84,724 8,398 (671)
$ 462,341  $ 110,373  $ 324,544 $ 32,101 % (4,677)

@ Dollar amounts of purchase price and allocation to assets acquired and liabilities assumed are translated based on foreign exchange rates as of respective dates of acquisition,
where applicable. Transaction costs are included in purchase price for asset acquisitions and excluded for business combinations.

@ Useful life of real estate assets acquired in 2017 as presented above ranges from 26 to 32 years for buildings, 3 to 10 years for improvements and 3 to 6 years for other lease
intangibles.

®  Prior to the adoption of the new definition of a business effective October 1, 2016, real estate acquisitions with existing leases generally met the definition of a business
combination.

Fair values and purchase price allocation are subject to adjustments during the measurement period, not to exceed one year from date of acquisition, based upon new
information obtained about facts and circumstances that existed as of date of acquisition.

®  Real estate asset was sold in August 2016.

Depreciation and Impairment

Depreciation expense and impairment loss recognized on real estate assets were as follows:

Three Months Ended March 31,

(In_thousands) 2017 2016

Depreciation $ 107,328 $ 27,520
Impairment loss on real estate held for investment 6,768 —
Impairment loss on real estate held for sale 1,751 1,759

Property Operating Income

The components of property operating income were as follows:

Three Months Ended March 31,

(In_thousands) 2017 2016

Rental income $ 151,243 $ 67,221

Tenant reimbursements 31,525 14,745

Resident fee income @ 65,694 —

Hotel operating income 178,392 9,651
$ 426,854 $ 91,617

31



Table of Contents

@ Healthcare properties that operate through management agreements with independent third-party operators through structures permitted by the REIT Investment Diversification
and Empowerment Act of 2007 (“RIDEA”) permits us, through a TRS, to have direct exposure to resident fee income and incur customary related operating expenses.

Future Minimum Rent