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COMMON STOCK

Of the 10,000,000 shares of common stock offered by this prospectus supplement,
8,000,000 shares are being sold by iStar Financial Inc. and 2,000,000 shares are
being sold by SOFI-IV SMT Holdings, L.L.C., one of our stockholders.

Our common stock trades on the New York Stock Exchange under the symbol "SFI."
The last reported sale price of our common stock on November 14, 2002 was $26.77
per share.

INVESTING IN THE COMMON STOCK INVOLVES RISK. "RISK FACTORS" BEGIN ON PAGES THREE
AND FOUR OF THE ACCOMPANYING PROSPECTUSES.

PER SHARE TOTAL
Public offering pPrice. ... ittt it ittt ieeeeeeenennnnns $26.77 $267,700,000
Underwriting discCoUnt. ... . ui ittt ittt eeeeeeneeeeeeeennnns $ 1.34 $ 13,400,000
Proceeds to iStar Financial (before expenses)............... $25.43 $203,440,000
Proceeds to selling stockholder (before expenses)........... $25.43 $ 50,860,000

SOFI-IV SMT Holdings, L.L.C., the selling stockholder, has granted the
underwriters a 30-day option to purchase up to 1,500,000 shares on the same
terms and conditions as set forth above to cover over-allotments, if any.

Neither the Securities and Exchange Commission nor any state securities
commission has approved or disapproved of these securities or passed upon the
adequacy or accuracy of this prospectus supplement or the accompanying

prospectuses. Any representation to the contrary is a criminal offense.

The common stock will be ready for delivery on or about November 20, 2002.

JOINT LEAD MANAGERS

LEHMAN BROTHERS MERRILL LYNCH & CO.
SOLE BOOK—-RUNNING MANAGER

BANC OF AMERICA SECURITIES LLC

BEAR, STEARNS & CO. INC.
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You should rely only on the information contained or incorporated by
reference in this prospectus supplement and the accompanying prospectuses. We
have not, and the underwriters have not, authorized any other person to provide
you with different information. If anyone provides you with different or
inconsistent information, you should not rely on it. We are not, and the
underwriters are not, making an offer to sell these securities in any
jurisdiction where the offer or sale is not permitted. You should assume that
the information appearing in this prospectus supplement, the accompanying
prospectuses and the documents incorporated by reference is accurate only as of
their respective dates. Our business, financial condition, results of operations
and prospects may have changed since those dates.

FORWARD-LOOKING STATEMENTS

We make statements in this prospectus supplement, the accompanying
prospectuses and the documents we incorporate by reference that are considered
"forward-looking statements" within the meaning of Section 27A of the Securities
Act of 1933 and Section 21E of the Securities Exchange Act of 1934, which are
usually identified by the use of words such as "will," "anticipates,"
"believes," "estimates," "expects," "projects," "plans," "intends," "should" or
similar expressions. We intend these forward-looking statements to be covered by
the safe harbor provisions for forward-looking statements contained in the
Private Securities Reform Act of 1995 and are including this statement for
purposes of complying with those safe harbor provisions. These forward-looking
statements reflect our current views about our plans, strategies and prospects,
which are based on the information currently available to us and on assumptions
we have made. Although we believe that our plans, intentions and expectations as
reflected in or suggested by those forward-looking statements are reasonable, we
can give no assurance that the plans, intentions or expectations will be
achieved. We have discussed in this prospectus supplement and the accompanying
prospectuses some important risks, uncertainties and contingencies which could
cause our actual results, performance or achievements to be materially different
from the forward-looking statements we make in these documents.

We assume no obligation to update publicly any forward-looking statements,
whether as a result of new information, future events or otherwise. In
evaluating forward-looking statements, you should consider these risks and
uncertainties, together with the other risks described from time to time in our
reports and documents filed with the SEC, and you should not place undue
reliance on those statements.

ii
SUMMARY

THIS SUMMARY MAY NOT CONTAIN ALL THE INFORMATION THAT MAY BE IMPORTANT TO
YOU. YOU SHOULD READ THE ENTIRE PROSPECTUS SUPPLEMENT AND ACCOMPANYING
PROSPECTUSES, AS WELL AS THE DOCUMENTS INCORPORATED BY REFERENCE IN THEM, BEFORE
MAKING AN INVESTMENT DECISION. ALL REFERENCES TO "WE" OR "US" IN THIS PROSPECTUS
SUPPLEMENT REFER TO ISTAR FINANCIAL INC. AND ITS CONSOLIDATED SUBSIDIARIES,
UNLESS THE CONTEXT OTHERWISE REQUIRES. THROUGHOUT THIS PROSPECTUS SUPPLEMENT WE
USE THE TERM "ADJUSTED EARNINGS." FOR THE DEFINITION OF ADJUSTED EARNINGS AND
FOR A DETAILED RECONCILIATION OF ADJUSTED EARNINGS TO GAAP NET INCOME, SEE
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"SELECTED FINANCIAL DATA."
ISTAR FINANCIAL INC.
OVERVIEW

We are the largest publicly-traded finance company focused exclusively on
the commercial real estate industry. We provide structured financing to private
and corporate owners of high-quality real estate nationwide, including senior
and junior mortgage debt, corporate net lease financing, and corporate mezzanine
and subordinated capital. Our objective is to deliver superior risk-adjusted
returns on equity to our stockholders by providing innovative and value-added
financing solutions to our customers. We deliver customized financial products
to sophisticated real estate borrowers and corporate customers who require a
high level of creativity and service. Our ability to provide value-added
financial solutions has consistently enabled us to realize margins and returns
on capital that are more attractive than those earned by many other commercial
finance companies. As of September 30, 2002, our total enterprise value (market
value of equity plus book value of preferred stock and debt, less cash balances)
was $6.2 billion, and our annualized revenue and adjusted earnings for the
quarter ended September 30, 2002 were $540.7 million and $285.3 million,
respectively.

We began our business in 1993 through private investment funds formed to
take advantage of the lack of well-capitalized lenders capable of servicing the
needs of high-end customers in our markets. During our nine-year history, we
have structured or originated approximately $6.8 billion of financing
commitments. During this period, we have generated a realized internal rate of
return of 26.7% on the approximately $2.1 billion of investments that we have
funded and which have since been repaid. To date, we have not realized a loss of
principal or interest on any loan investment we have funded.

Since becoming a public company in March 1998, we have also expanded our
platform by making a limited number of strategic corporate acquisitions. In
September 1998, we acquired the loan origination and servicing business of
Phoenix Home Life Insurance Company. In December 1998, we acquired the
structured finance portfolio of our largest private competitor, an affiliate of
Lazard Freres & Co. LLC. In November 1999, we acquired TriNet Corporate Realty
Trust, Inc., the then largest publicly-traded company specializing in corporate
tenant leasing for owners of office and industrial facilities. In March 2000, we
acquired American Corporate Real Estate, Inc., a leading privately-held
investment firm whose senior management team had extensive experience in the
corporate tenant leasing industry.

By capitalizing on our competitive strengths, we have delivered consistent
financial performance, developed a high-quality, diversified asset base and
established ourselves as a reliable provider of financial solutions for our
customers. We have consistently grown our adjusted earnings and dividends since
the quarter ended June 30, 1998, our first full quarter as a public company.
Between that quarter and the quarter ended September 30, 2002, we grew our
adjusted earnings on a diluted basis by 222.6%, from approximately
$22.1 million to $71.3 million, and increased our common stock dividend by
80.0%, from $0.35 to $0.63 per share. Based on the last reported sale price of
our common stock on November 14, 2002, our current annualized dividend yield is
9.4%.

s-1

The graph below shows our annual adjusted earnings since 1998, our first
year as a public company.

ADJUSTED EARNINGS (1)
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[GRAPHIC]

(1) We generally define "adjusted earnings" as net income computed in
accordance with GAAP, before gain (loss) from discontinued operations,
extraordinary items and cumulative effect of change in accounting principle,
plus depreciation and amortization, less preferred stock dividends. See
"Selected Financial Data" for a detailed reconciliation of adjusted earnings
to GAAP net income.

(2) Because second quarter 1998 was our first full quarter as a public company,
adjusted earnings for 1998 represents results for the second quarter
through the fourth quarter of 1998, annualized.

COMPETITIVE STRENGTHS

We believe the following competitive strengths distinguish our business
model from other commercial finance enterprises and contribute to our ability to
generate attractive risk-adjusted returns to our common stockholders.

CREATIVE CAPITAL SOLUTIONS

We target markets where customers require a knowledgeable provider of
capital which is capable of originating customized and flexible financial
products. We provide our customers with a level of service and creativity
generally unavailable from other lenders. We do not participate in distribution-
based commercial finance businesses, such as conduit lending and mortgage-backed
securities, which are typically characterized by intense price competition and
lower profit margins.

We believe that we have a reputation in the marketplace for delivering
unique financing solutions and a high level of service to our customers in a
reliable and credible fashion. Since beginning our business in 1993, we have
provided nearly $2.9 billion in financing to customers who have sought our
expertise more than once.

As a result of our focus, we have generated consistent and attractive
returns on our asset base. The graph below shows our returns on average book
assets, after interest expense, since 1998, our first year as a public company.

S-2
RETURN ON AVERAGE BOOK ASSETS (1)
[GRAPHIC]

(1) We define "return on average book assets" as the sum of adjusted earnings
and preferred dividends divided by the average book value of assets
outstanding during the year.

(2) Because second quarter 1998 was our first full quarter as a public company,

return on average book assets for 1998 represents second through fourth
quarter 1998 results annualized, and our average assets during this period.

EXPERIENCED MANAGEMENT

The 12 members of our executive management team have an average of more than
20 years of experience in the fields of real estate finance, private investment,
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capital markets, transaction structuring, risk management, legal and loan
servicing, providing us with significant expertise in the key disciplines
required for success in our business. We emphasize long-term, incentive-based
compensation, such as performance-based grants of restricted common stock,
rather than cash compensation, and none of our employees is compensated based on
the volume of investment originations. Our directors and employees directly own
approximately 5.7% of our outstanding common stock on a diluted basis, which had
a market value of approximately $138 million based upon the last reported sale
price of our common stock on November 14, 2002. Our executive management team 1is
supported by approximately 130 employees operating from six primary offices
nationwide.

SIGNIFICANT EQUITY BASE

We had approximately $1.9 billion of tangible book equity and a consolidated
debt-to-book equity ratio of 1.8x as of September 30, 2002. We believe that we
are one of the most strongly capitalized asset-based finance companies. We
target a maximum consolidated debt-to-book equity ratio of 2.0x, which is
significantly lower than most other commercial finance companies. We believe
that operating within this targeted range enables us to maintain a
well-balanced, conservative and flexible capital structure. Our tax-advantaged
structure as a real estate investment trust and our ability to operate with less
overhead, as a percentage of revenues, than many other commercial finance
companies enhance risk-adjusted returns on equity for our common stockholders.

STABLE AND GROWING DIVIDEND

We have paid $9.74 per share of dividends to our common stockholders and
have grown our dividend every year since going public in 1998. We believe that
our common dividend is firmly supported by the stable cash flows generated from
our asset base and by the cushion provided by the difference between our
adjusted earnings and dividend. For the third quarter of 2002, we paid a $0.63
per share common dividend ($2.52 annualized), representing a 78.8% payout on our
basic adjusted earnings per share for that period.

sS-3

The graph below shows our quarterly dividends per common share since 1998,
our first year as a public company.

QUARTERLY DIVIDENDS PER COMMON SHARE
[GRAPHIC]

TAX-ADVANTAGED CORPORATE STRUCTURE

Because of our focus on commercial real estate finance, we are able to
qualify as a REIT. Since we are taxed as a REIT, we do not pay corporate-level
taxes in most circumstances. This tax—-advantaged structure enables us to produce
superior returns on equity for our stockholders compared to taxable finance
companies, while utilizing significantly less leverage than most taxable finance
companies. The graph below show our returns on average common book equity ratios
since our first year as a public company.

RETURN ON AVERAGE COMMON BOOK EQUITY (1)

[GRAPHIC]

(1) We define "return on average common book equity" as total adjusted earnings
divided by the average common book value of equity outstanding during the
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(2) Because second quarter 1998 was our first full quarter as a public company,
return on average common book equity for 1998 represents second through
fourth quarter 1998 results annualized, and our average common book equity
during this period.

ASSET QUALITY AND DIVERSIFICATION

Throughout our operating history, we have focused on maintaining
diversification of our asset base by product line, asset type, obligor, property
type and geographic region. Asset diversification is a key part of our risk
management strategy. The graphs below depict the diversification of our asset
base based upon the total gross book value of our assets of approximately
$5.3 billion as of September 30, 2002.

ASSET TYPE DIVERSIFICATION PROPERTY TYPE DIVERSIFICATION GEOGRAPHIC
DIVERSIFICATION

[GRAPHIC]

Secured first mortgages and corporate tenant lease assets together comprise
approximately 81% of our asset base. The weighted average "first dollar" and
"last dollar" loan-to-value ratios on our loan assets were 24.9% and 68.1%,
respectively, as of September 30, 2002. "First dollar" and "last dollar"
loan-to-value ratios represent the average beginning and ending points of our
lending exposure in the aggregate capitalization of the underlying assets or
companies that we finance.

In addition, as of September 30, 2002, 52% of our corporate tenants, based
on GAAP annual lease payments, had actual or implied investment grade credit
ratings. Our corporate tenants include the U.S. Government and leading companies
such as FedEx Corporation, International Business Machines Corporation,

Nike, Inc., Northrop Grumman Corporation, Verizon Communications, Inc. and Wells
Fargo Bank.

MATCH FUNDING DISCIPLINE

Our objective is to match fund our liabilities and assets with respect to
maturities and interest rates. This means that we seek to match the maturities
of our financial obligations with the maturities of our investments. Match
funding allows us to reduce the risk of having to refinance our liabilities
prior to the maturities of our assets. In addition, we match fund interest rates
with like-kind debt (i.e., fixed-rate assets are financed with fixed-rate debt,
and floating-rate assets are financed with floating-rate debt), through the use
of hedges such as interest rate swaps, or through a combination of these
strategies. This allows us to reduce the impact of changing interest rates on
our earnings. Our objective is to limit volatility from a 100 basis point move
in short-term interest rates to no more than 2.5% of annual adjusted earnings
per share. As of September 30, 2002, a 100 basis point change in short-term
interest rates would have a 1.2% impact on our third quarter adjusted earnings
per share.

OUR TARGET MARKETS AND PRODUCT LINES

We believe we are the largest dedicated participant in a $100-$150 billion
niche of the approximately $2.1 trillion commercial real estate market,
consisting of the $1.5 trillion commercial mortgage market and the $600 billion
single-user market for corporate office and industrial facilities.
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Our primary product lines include structured finance, portfolio finance,
corporate tenant leasing, corporate finance and loan acquisition. Our real
estate lending assets consist of mortgages secured by real estate collateral,
loans secured by equity interests in real estate assets, and secured and
unsecured loans to corporations engaged in real estate or real estate-related
businesses. Our corporate tenant lease assets consist of office and industrial
facilities that we typically purchase from, and lease back to, a diversified
group of creditworthy corporate tenants as a form of financing for their
businesses. Our leases are generally long-term, and typically provide for all
expenses at the facility to be paid by the corporate tenant on a "triple net"
basis. Under a typical net lease agreement, the corporate customer agrees to pay
a base monthly operating lease payment and all facility operating expenses,
including taxes, maintenance and insurance.

The graph below shows the composition of our asset base by product line,
based on the total gross book value of our assets of approximately $5.3 billion
as of September 30, 2002.

PRODUCT LINE DIVERSIFICATION
[GRAPHIC]
INVESTMENT STRATEGY

Our investment strategy focuses on the origination of structured mortgage,
corporate and lease financings backed by high-quality commercial real estate
assets located in major U.S. metropolitan markets. Because we deliver the
intensive structuring expertise required by our customers, we are able to avoid
significant direct competition from other capital providers. We focus on
developing direct relationships with borrowers and corporate tenants, as opposed
to sourcing transactions through intermediaries, and offer our customers added
value in the form of specific lending expertise, flexibility, certainty and
post-closing support. We also take advantage of market anomalies in the real
estate financing markets when we believe credit is mispriced by other providers
of capital, such as the spread between lease yields and the yields on corporate
tenants' underlying credit obligations. In addition, we have developed a
disciplined process for screening potential investments prior to beginning our
formal underwriting and commitment process called the "Six Point
Methodology (sm) ." We also have an intensive underwriting process in place for
all potential investments.

RISK MANAGEMENT AND RESERVES

We have comprehensive, pro-active and hands-on risk management systems
centered around a fully-integrated risk management team of over 50
professionals, including dedicated expertise in asset management, corporate
credit, loan servicing, project management and engineering. We manage our risk
exposure by diversifying our asset base and using conservative assumptions
during our underwriting

S-6

of potential investments. We utilize information received from our risk
management professionals on a real-time basis to monitor the performance of our
asset base and to quickly identify and address potential credit issues.

Although we have not realized any losses of principal or interest on any
loan investments we have funded since our inception, we nonetheless maintain and
regularly evaluate financial reserves to protect against potential future
losses. In addition to our general loss reserves, we also have asset-specific
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credit protection, including cash reserve accounts, cash deposits and letters of
credit supporting our loan and CTL assets. Where appropriate, we typically
require this incremental credit protection to be funded and/or posted at the
closing of a transaction in accounts in which we have a security interest. As of
September 30, 2002, accumulated loan loss reserves and other asset-specific
credit protection represented an aggregate of approximately 5.7% of the gross
book wvalue of our loans. In aggregate, cash deposits, letters of credit and
accumulated depreciation relating to corporate tenant lease assets represented
9.4% of the gross book value of our corporate tenant lease assets at that date.

FINANCING STRATEGY

Our financing strategy revolves around three primary principles. First, we
maintain significantly lower leverage than other commercial finance companies
and a large tangible equity capital base. We target a maximum consolidated
debt-to-book equity ratio of 2.0x, which is significantly lower than most other
commercial finance companies. Second, we maintain access to a broad array of
capital resources from a diverse group of lending sources, such as committed
secured and unsecured credit facilities, term loans, corporate bonds and our own
proprietary matched funding program, iStar Asset Receivables, or "STARs (sm)." We
also have the ability to issue common and preferred stock in the public and
private equity markets from time to time. In doing so, we seek to insulate our
business from potential fluctuations in the availability of capital. Third, we
seek to match fund our liabilities and assets to minimize the risk that we have
to refinance our liabilities prior to the maturities of our assets, and to
reduce the impact of changing interest rates on our earnings.

RECENT DEVELOPMENTS

Adjusted earnings for the third quarter 2002 were $71.3 million on a diluted
basis, excluding an $8.9 million non-cash charge related to performance-based
vesting of restricted shares under our long-term incentive plan, compared to
$64.9 million for the third gquarter 2001. Net investment income for the third
quarter ended September 30, 2002 increased to a record $79.3 million, up 20.2%
from $66.0 million for the third quarter of 2001. Net investment income
represents interest, operating lease revenue and equity in earnings from joint
ventures and unconsolidated subsidiaries less interest expense and operating
costs for corporate tenant lease assets. For a discussion of how we compute
adjusted earnings, see "Selected Financial Data." Net income allocable to common
shareholders for the third quarter 2002 was $43.4 million, compared to
$48.3 million in the third gquarter 2001.

In the third quarter of 2002, we achieved a return on average book assets of
6.1% and a return on average common book equity of 19.0%, while leverage
increased slightly to 1.8x book equity.

Adjusted earnings for the nine months ended September 30, 2002 were
$207.2 million, before the $15.0 million non-cash charge related to
performance-based vesting of restricted shares under our long-term incentive
plan, compared to $190.2 million for the same period in 2001. Net investment
income and total revenue increased to record levels of $220.2 million and
$385.8 million, respectively, for the nine months ended September 30, 2002, from
$197.9 million and $354.7 million, respectively, for the 2001 period. Net income
allocable to common shareholders for the nine months ended September 30, 2002
was $124.6 million, compared to $143.5 million for the nine months ended
September 30, 2001.

S=7
During the third quarter of 2002, we closed eight new financing commitments

for a total of $334.5 million, of which $329.5 million was funded during the
quarter. In addition, we funded $2.5 million under five pre-existing commitments
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and received $233.7 million in principal repayments. For the nine months ended
September 30, 2002, we reached record levels for gross originations and net
asset growth of $1.4 billion and $982 million, respectively.

On September 30, 2002, we closed a new $500.0 million secured revolving
credit facility with a leading financial institution, bringing our total
committed credit facilities to $2.7 billion. At September 30, 2002, we had
$1.3 billion outstanding under our credit facilities. We expect to use the net
proceeds from this offering to pay down our credit facilities by
$213.8 million. For a further discussion of this new facility, see "Management's
Discussion and Analysis of Financial Condition and Results of
Operations—-Liquidity and Capital Resources."

During the third quarter 2002, Fitch Ratings upgraded our senior unsecured
credit rating to BBB- from BB+. In addition, Standard & Poor's and Moody's
Investors Service raised their respective ratings outlooks for our senior
unsecured credit rating to BB+ "positive" and Bal "positive" for a potential
upgrade to investment grade.

On October 1, 2002, we declared a regular quarterly cash dividend on our
common stock of $0.63 per share for the quarter ended September 30, 2002. The
third quarter dividend represents approximately 78.8% of basic adjusted earnings
for the third quarter, excluding the non-cash incentive compensation charge.

Our principal executive offices are located at 1114 Avenue of the Americas,
New York, New York 10036, and our telephone number is (212) 930-9400. Our
website is www.istarfinancial.com. Our six primary regional offices are located
in Atlanta, Boston, Dallas, Denver, Hartford and San Francisco. iStar Asset
Services, our loan servicing subsidiary, is located in Hartford, and iStar Real
Estate Services, our corporate facilities management division, is headquartered
in Atlanta.

S-8

THE OFFERING

Common stock offered by iStar Financial 8,000,000 shares
0
Common stock offered by the selling 2,000,000 shares
stockholder. ... ..ttt e ettt e
Shares outstanding before the offering....... 89,932,507 shares
Shares outstanding after the offering........ 97,932,507 shares
Use Of proceeds . vttt ittt ittt ieeeeeeannn The proceeds from the sale of the 8,000,000

shares by us will be used to repay existing
indebtedness on our revolving credit
facilities. We will not receive any proceeds
from the sale of the 2,000,000 shares by the
selling stockholder.

Risk factors.....u.oiiiii ittt See "Risk Factors" and other information
contained in the accompanying prospectuses
for a discussion of the factors you should
carefully consider before purchasing our
common stock in the offering.

10
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The number of shares outstanding before and after the offering excludes
8,180,347 shares reserved for issuance under our long-term incentive plans, of
which options to purchase 4,640,938 shares at an average option price of $18.73
and 582,251 shares of restricted stock have been issued. The number of shares
outstanding before and after the offering also excludes 6,113,167 shares
reserved for issuance upon exercise of warrants held by affiliates of Lazard
Freres & Co. LLC that have an exercise price of $34.35 per share.

After the offering, assuming that the underwriters' over—-allotment option is
fully exercised, SOFI-IV SMT Holdings, L.L.C. will own 20,085,538 shares of
common stock, which will represent approximately 20.1% of our shares of common
stock on a diluted basis, or 20.5% based on our outstanding shares of common
stock. If the over-allotment option is not exercised, SOFI-IV SMT Holdings,
L.L.C. will own 21,585,538 shares of common stock, which will represent
approximately 21.6% of our shares of common stock on a diluted basis, or 22.0%
based on our outstanding shares of common stock.

S-9
USE OF PROCEEDS

We estimate that the net proceeds from this offering will be approximately
$203.0 million, after deducting underwriting discounts and commissions and
expenses of the offering. We intend to use the net proceeds to repay borrowings
outstanding under our revolving credit facilities. All of this indebtedness was
incurred during the past year for the origination of new loan and corporate
tenant lease investments, and for working capital purposes. At September 30,
2002, the weighted average interest rate of the borrowings we will repay was
3.59%, and the weighted average maturity was 2.4 years (including
company-controlled extension options). The amount being repaid under these
credit facilities will be available for future borrowings for the origination of
new loan and corporate tenant lease investments and for working capital
purposes.

The selling stockholder will receive all of the proceeds from the 2,000,000
shares offered by it, in addition to any proceeds that are generated from the
exercise of the over-allotment option that has been granted to the underwriters.
See "Selling Stockholder."

CAPITALIZATION

The following table sets forth our capitalization at September 30, 2002 on
an actual basis and as adjusted to give effect to this offering and the use of
the net proceeds from the offering to repay outstanding borrowings. See "Use of
Proceeds." This table should be read in conjunction with our consolidated
financial statements and the notes thereto in our Annual Report on Form 10-K for
the fiscal year ended December 31, 2001 and our Quarterly Report on Form 10-Q
for the quarter ended September 30, 2002.

AS OF
SEPTEMBER 30, 2002

(IN THOUSANDS)

11
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LONG-TERM DEBT, INCLUDING CURRENT MATURITIES:

Unsecured senior notes, less discount of $12,663.......... $612,337 $612,337
Unsecured revolving credit facilities.............coo... - -
Secured revolving credit facilities...........c. .. 1,258,428 1,055,476
Secured term loans, less discount of $262................. 622,743 622,743
iStar Asset Receivables secured notes, less discount of
o B T 877,770 877,770
Other debt obligations. ... ..ottt eennnnns 16,282 16,282
Total long—term debt ...ttt ittt it teenenenennn $3,387,560 $3,184,608

SHAREHOLDERS' EQUITY:

Series A preferred stock, $0.001 par value, ligquidation

preference $50.00 per share, 4,400 shares issued and

OULStaANAINg . ¢ v ittt e e e e e e e e e e 4 4
Series B preferred stock, $0.001 par value, liquidation

preference $25.00 per share, 2,000 shares issued and

OULStANAINg . ¢ v ittt e e e e e e e e e 2 2
Series C preferred stock, $0.001 par value, liquidation

preference $25.00 per share, 1,300 shares issued and

OULStANAINg . ¢ v ittt e e e e e e e e e e e 1 1
Series D preferred stock, $0.001 par value, liquidation

preference $25.00 per share, 4,000 shares issued and

OULStANAINg . ¢ v it et e e e e e e e e e e e e e 4 4
Common stock, $0.001 par value, 200,000 shares authorized,

89,165 and 87,387 shares issued and outstanding......... 90 98
Warrants and OPLioNS. ..ttt ittt it ittt ettt et aeeeeeeenn 20,332 20,332
High Performance UnitsS. ... ..ottt ineeeeeeeeennenns 1,359 1,359
Additional paid-in capital...... .ttt 2,071,104 2,274,048
Retained earnings (deficit) ......coiiii .. (162,852) (162,852)
Accumulated other comprehensive income.................... (4,540) (4,540)
Treasury stock (At COSL) c i i it ittt ettt e e e e e e e e e (47,959) (47,959)

Total shareholders' eqUiLy ...ttt ittt eeennnnnn $1,877,545 $2,080,497

Total capitalization. ...t i ittt eneeeeeeenenens $5,265,105 $5,265,105
S-10

SELECTED FINANCIAL DATA

The following table sets forth our selected financial data on a consolidated
historical basis as of and for the nine months ended September 30, 2002 and
2001, and as of and for the years ended December 31, 2001, 2000 and 1999.

In November 1999, we completed a number of significant corporate
transactions which increased the size of our operations. See "Management's
Discussion and Analysis of Financial Condition and Results of Operations" in our
Annual Report on Form 10-K for the fiscal year ended December 31, 200L1.
Operating results for the year ended December 31, 1999 reflect the effects of
these transactions subsequent to their consummation.

NINE MONTHS ENDED YEARS ENDED
SEPTEMBER 30, DECEMBER 31,
2002 2001 2001 2000

(IN THOUSANDS, EXCEPT PER SHARE DATA)

12
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OPERATING DATA:

REVENUE :
Interest dncome. ... ..ot eeennnnnnns $187,057 $193,205 $254,119 $268,011
Operating lease income.........covvveee... 177,483 137,605 191,197 180,485
Other income....... ..ot 21,263 23,893 31,060 17,927
Total revenuUe.......u.oeiiiieneennneennn 385,803 354,703 476,376 466,423

COSTS AND EXPENSES:

Interest eXPEeNSe. . i it ittt teeeeeeeeennnn 135,935 128,796 169,974 173,741
Operating costs-corporate tenant lease

Fo S i = 9,662 9,713 12,791 12,795
Depreciation and amortization............ 35,013 26,191 35,555 34,470
General and administrative............... 22,849 18,731 24,151 25,706
General and administrative--stock-based

compensation. . ...ttt e e e e 17,365 2,580 3,575 2,864
Provision for loan 1l0SS€S.....iueveeueeenn. 5,750 5,250 7,000 6,500

Advisory feesS. .ttt ittt e e e e - - - -
Costs incurred in acquiring former
external advisor(l) .........coiiiiinnn.. - - - -

Total costs and exXpPensesS.........cceu... 226,574 191,261 253,046 256,076
Net income before minority interest...... 159,229 163,442 223,330 210,347
Equity in earnings from joint ventures

and unconsolidated subsidiaries........ 1,301 5,645 7,358 4,797
Minority interest in consolidated

entities. ...t e e (122) (177) (218) (195)
Income from discontinued operations...... 3,333 3,744 199 394
Gain from discontinued operations........ 717 403 1,145 2,948
Extraordinary loss on early

extinguishment of debt................. (12,166) (1,620) (1,620) (705)
One-time effect of change in accounting

principle(2) vt ittt e e e —— (282) (282) ——
Net 1ncome. ...ttt ettt et tieeeennnans $152,292 $171,155 $229,912 $217,586
Preferred dividends.......coiiiiieeenn. (27,681) (27,681) (36,908) (36,908)

Net income allocable to common
shareholders......ui it enennn. $124,611 $143,474 $193,004 $180,678

Dividends declared per common share(3)... $1.89 $1.84 $2.45 $2.40

SUPPLEMENTAL DATA:

Dividends declared on preferred shares... $27,433 $27,433 $36,578 $36,576
Dividends declared on common shares...... 112,589 157,351 213,089 205,477
Cash flows from:
Operating activities................... 222,837 184,397 264,835 202,715
Investing activities............vvn... (878,634) (152,915) (321,100) (176,652)
Financing activities................... 660,271 (39,079) 49,183 (37,719)
S-11

NINE MONTHS ENDED YEARS ENDED
SEPTEMBER 30, DECEMBER 31,

2002 2001 2001 2000
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EBITDA (4) v ottt ettt e et e et e e e et e e e eeeeeaen 346,428(5) 324,074 436,217
Ratio of EBITDA to interest expense...... 2.55x(5) 2.52x 2.57x
Ratio of EBITDA to combined fixed

Charges (6) v vttt ettt e e et e et e eaeenn 2.12x(5) 2.07x 2.11x
Ratio of earnings to combined fixed

[0 o= Biale 1= 0 2.24x 2.33x 2.34x
Ratio of earnings to combined fixed

charges and preferred stock

dividends (7) ¢ v v v v i i ittt ittt i 1.86x% 1.92x% 1.92x
Weighted average common shares

outstanding-basic........ ... i 88,610 86,130 86,349
Weighted average common shares

outstanding-diluted...............o.... 91,449 87,999 88,234
Total debt to shareholders' equity(8).... 1.8x 1.3x 1.4x

BALANCE SHEET DATA:
Loans and other lending investments,

$2,939,769 $2,392,605

Corporate tenant lease assets, net....... 2,174,555 1,659,637 1,781,565
Total assets. ..ttt it 5,367,483 4,196,553 4,378,560
Debt obligations............c..iiiiiina.. 3,387,560 2,291,774 2,495,369
Minority interest in consolidated
entities. ..ot e 2,581 2,650 2,650
Shareholders' equity....coviiiinna.. 1,877,545 1,821,426 1,787,778
(1) This amount represents a non-recurring, non-cash charge of approximately

$94.5 million relating to the acquisition of our former external advisor
on November 4, 1999.

(2) Represents one-time effect of adoption of Statement of Financial Accounting
Standards No. 133, "Accounting for Derivative Instruments and Hedging
Activities" as of January 1, 2001.

(3) We generally declare common and preferred dividends in the month subsequent
to the end of the quarter.

(4) EBITDA is calculated as total revenue plus equity in earnings from joint
ventures and unconsolidated subsidiaries minus the sum of general and

administrative expenses, general and administrative--stock-based
compensation expense, provision for loan losses, operating costs-corporate
tenant lease assets and, prior to November 4, 1999, advisory fees. EBITDA
should be examined in conjunction with net income. See "Consolidated
Statements of Operations" in our Annual Report on Form 10-K for the fiscal
year ended December 31, 2001. EBITDA should not be considered as an
alternative to net income (determined in accordance with GAAP) as an
indicator of our performance, or to cash flows from operating activities
(determined in accordance with GAAP) as a measure of our liquidity, nor is
EBITDA indicative of funds available to fund our cash needs or available for
distribution to shareholders. We believe that EBITDA more closely
approximates operating cash flow and is a useful measure for investors to
consider, in conjunction with net income and other GAAP measures, in
evaluating our financial performance. This 1is primarily because we are a
commercial finance company that focuses on real estate lending and corporate
tenant leasing; therefore, our net income (determined in accordance with
GAAP) reflects significant non-cash depreciation expense on corporate tenant
lease assets. It should be noted that our manner of calculating EBITDA may

(IN THOUSANDS)

$2,377,763

423,355
2.44x

2.01x

2.25x

1.85x
85,441

86,151
1.2x

$2,225,183
1,592,087
4,034,775
2,131,967

6,224
1,787,885
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differ from the calculations of similarly-titled measures by other
companies.

(5) Excludes a $15.0 million non-cash charge incurred in the nine months ended
September 30, 2002 related to performance-based vesting of restricted
shares granted under our long-term incentive plan.

(6) Combined fixed charges are comprised of interest expense, capitalized
interest, amortization of loan costs and preferred stock dividend
requirements.
(7) For the purposes of calculating the ratio of earnings to fixed charges,

"earnings" consist of income from continuing operations before income
taxes and cumulative effect of changes in accounting principles plus "fixed
charges" and certain other adjustments. "Fixed charges" consist of interest
incurred on all indebtedness relating to continuing operations (including
amortization of original issue discount) and the implied interest component
of our rent obligations in the years presented. For 1999, these ratios
include the effect of a non-recurring, non-cash charge in the amount of
approximately $94.5 million relating to the November 1999 acquisition of our
former external advisor. Excluding the effect of this non-recurring,
non-cash charge, the ratio of earnings to fixed charges for that period
would have been 2.46x and our ratio of earnings to fixed charges and
preferred stock dividends would have been 1.95x.

(8) Total shareholders' equity is defined as the sum of the book value of
common equity and preferred equity.

S-12
ADJUSTED EARNINGS

Adjusted earnings represents net income computed in accordance with GAAP,
before gain (loss) from discontinued operations, extraordinary items and
cumulative effect of change in accounting principle, plus depreciation and
amortization, less preferred stock dividends. See "Management's Discussion and
Analysis of Financial Condition and Results of Operations” in our Annual Report
on Form 10-K for the fiscal year ended December 31, 2001.

We believe that to facilitate a clear understanding of the historical
operating results of our company, adjusted earnings should be examined in
conjunction with net income as shown in the "Consolidated Statements of
Operations" in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2001. Adjusted earnings should not be considered as an alternative
to net income (determined in accordance with GAAP) as an indicator of our
performance, or to cash flows from operating activities (determined in
accordance with GAAP) as a measure of our liquidity, nor is it indicative of
funds available to fund our cash needs or available for distribution to our
stockholders. We believe that adjusted earnings more closely approximates
operating cash flow and is a useful measure for investors to consider, in
conjunction with net income and other GAAP measures, in evaluating our financial
performance. This is primarily because we are a commercial finance company that
focuses on real estate lending and corporate tenant leasing; therefore, our net
income (determined in accordance with GAAP) reflects significant non-cash
depreciation expense on corporate tenant lease assets. It should be noted that
our manner of calculating adjusted earnings may differ from the calculation of
similarly-titled measures by other companies.

NINE MONTHS ENDED YEARS ENDED
SEPTEMBER 30, DECEMBER 31,

15
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(IN THOUSANDS)

RECONCILIATION OF ADJUSTED EARNINGS TO
GAAP NET INCOME:

Net INCOME. « i vt ittt ettt ettt ettt e et et eeeeaennn $152,292 $171,155 $229,912 $217,586
Add: Joint venture income..........c.ceiiiiiieenn. 621 709 965 937
Add: Depreciation.........oiiiiiiiiiiiiininnenn 35,053 26,255 35,642 34,514
Add: Joint venture depreciation and

amortization. ...ttt e e e e e 3,391 2,828 4,044 3,662
Add: Amortization of deferred financing costs... 17,202 15,391 20,720 13,140
Less: Preferred dividends.......ci it ennn. (27,681) (27,681) (36,908) (36,908)
Less: Gain from discontinued operations......... (717) (403) (1,145) (2,948)
Add: Extraordinary loss early extinguishment of

[ LY o 12,166 1,620 1,620 705
Add: Cumulative effect of change in accounting

PrincCiple. ittt e e e e e e e e e 282 282 -

Less: Net income allocable to class B shares.... - - - -
Add: Cost incurred in acquiring former external
AdVISOT (1) v ittt ittt ittt e e e e - - - -
Adjusted diluted earnings allocable to common
shareholders:
Before non-cash incentive compensation
charge (2) « v ittt e $207,277 $190,156 $255,132 $230,688

After non-cash incentive compensation

Weighted average common shares

outstanding——-basic.......ciii . 88,610 86,130 86,349 85,441
Weighted average common shares outstanding—-—

diluted. o e e e 91,746 88,372 88,606 86,523
(1) This amount represents a non-recurring, non-cash charge of approximately

$94.5 million relating to the acquisition of our former external advisor on
November 4, 1999.

(2) Excludes a $15.0 million non-cash charge incurred in the nine months ended
September 30, 2002 related to performance-based vesting of restricted
shares granted under our long-term incentive plan.

S-13
ISTAR FINANCIAL INC.
OVERVIEW

We are the largest publicly-traded finance company focused exclusively on
the commercial real estate industry. We provide structured financing to private
and corporate owners of high-quality real estate nationwide, including senior
and junior mortgage debt, corporate net lease financing, and corporate mezzanine
and subordinated capital. Our objective is to deliver superior risk-adjusted
returns on equity to our stockholders by providing innovative and value-added
financing solutions to our customers. We deliver customized financial products
to sophisticated real estate borrowers and corporate customers who require a
high level of creativity and service. Our ability to provide value-added
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financial solutions has consistently enabled us to realize margins and returns
on capital that are more attractive than those earned by many other commercial
real estate finance companies.

We began our business in 1993 through private investment funds formed to
take advantage of the lack of well-capitalized lenders capable of servicing the
needs of high-end customers in our markets. During our nine-year history, we
have structured or originated approximately $6.8 billion of financing
commitments. During this period, we have generated a realized internal rate of
return of 26.7% on the approximately $2.1 billion of investments that we have
funded and which have since been repaid. To date, we have not realized a loss of
principal or interest on any loan investment we have funded.

Since becoming a public company in March 1998, we have also expanded our
platform by making a limited number of strategic corporate acquisitions. In
September 1998, we acquired the loan origination and servicing business of
Phoenix Home Life Insurance Company. In December 1998, we acquired the
structured finance portfolio of our largest private competitor, an affiliate of
Lazard Freres & Co. LLC. In November 1999, we acquired TriNet Corporate Realty
Trust, Inc., the then largest publicly-traded company specializing in corporate
tenant leasing for owners of office and industrial facilities. In March 2000, we
acquired American Corporate Real Estate, Inc., a leading privately-held
investment firm whose senior management team had extensive experience in the
corporate tenant leasing industry.

By capitalizing on our competitive strengths, we have delivered consistent
financial performance, developed a high-quality, diversified asset base and
established ourselves as a reliable provider of financing solutions for our
customers. We have consistently grown our adjusted earnings and dividends since
the quarter ended June 30, 1998, our first full quarter as a public company.
Between that quarter and the quarter ended September 30, 2002, we grew our
adjusted earnings on a diluted basis by 222.6%, from approximately
$22.1 million to $71.3 million, and increased our common stock dividend by
80.0%, from $0.35 to $0.63 per share.

The graph below shows our annual adjusted earnings since 1998, our first
year as a public company.

S-14
ADJUSTED EARNINGS (1)

[GRAPHIC]

(1) We generally define "adjusted earnings" as net income computed in
accordance with GAAP, before gain (loss) from discontinued operations,
extraordinary items and cumulative effect of change in accounting principle,
plus depreciation and amortization, less preferred stock dividends. See
"Selected Financial Data" for a detailed reconciliation of adjusted earnings
to GAAP net income.

(2) Because second quarter 1998 was our first full quarter as a public company,
adjusted earnings for 1998 represents results for the second quarter
through the fourth quarter of 1998, annualized.

COMPETITIVE STRENGTHS
We believe the following competitive strengths distinguish our business

model from other commercial finance enterprises and contribute to our ability to
generate attractive risk-adjusted returns to our common stockholders.
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CREATIVE CAPITAL SOLUTIONS

We target markets where customers require a knowledgeable provider of
capital which is capable of originating customized and flexible financial
products. We provide our customers with a level of service and creativity
generally unavailable from other lenders. We do not participate in distribution-
based commercial finance businesses, such as conduit lending and mortgage-backed
securities, which are typically characterized by intense price competition and
lower profit margins.

We believe that we have a reputation in the marketplace for delivering
unique financing solutions and a high level of service to our customers in a
reliable and credible fashion. Since beginning our business in 1993, we have
provided nearly $2.9 billion in financing to customers who have sought our
expertise more than once.

As a result of our focus, we have generated consistent and attractive
returns on our asset base. The graph below shows our return on average book
assets, after interest expense, since 1998, our first year as a public company.

S-15
RETURN ON AVERAGE BOOK ASSETS (1)

[GRAPHIC]

(1) We define "return on average book assets" as the sum of adjusted earnings
and preferred dividends divided by the average book value of assets
outstanding during the year.

(2) Because second quarter 1998 was our first full quarter as a public company,
return on average book assets for 1998 represents second through fourth
quarter 1998 results annualized, and our average assets during this period.

EXPERIENCED MANAGEMENT

The 12 members of our executive management team have an average of more than
20 years of experience in the fields of real estate finance, private investment,
capital markets, transaction structuring, risk management, legal and loan
servicing, providing us with significant expertise in the key disciplines
required for success in our business. Our culture is also highly-focused toward
on-going asset risk management. We emphasize long-term, incentive-based
compensation, such as performance-based grants of restricted common stock,
rather than cash compensation, and none of our employees is compensated based on
the volume of investment originations. Our directors and employees directly own
approximately 5.7% of our outstanding common stock on a diluted basis, which had
a market value of approximately $138 million based upon the last reported sales
price of our common stock on November 14, 2002. Our executive management team 1is
supported by approximately 130 employees operating from six primary offices
nationwide.

SIGNIFICANT EQUITY BASE

We had approximately $1.9 billion of tangible book equity and a consolidated
debt-to-book equity ratio of 1.8x as of September 30, 2002. We believe that we
are one of the most strongly capitalized asset-based finance companies. Our
business model is premised on maintaining significantly lower leverage than
other traditional commercial finance companies. We target a maximum consolidated
debt-to-book equity ratio of 2.0x, which is significantly lower than most other
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commercial finance companies. We believe that operating within this targeted
range enables us to maintain a well-balanced, conservative and flexible capital
structure. In addition, our tax—-advantaged structure as a REIT and our ability
to operate with less overhead, as a percentage of revenues, than many other
commercial finance companies enhance risk-adjusted returns on equity for our
common stockholders.

STABLE AND GROWING DIVIDEND

We have paid $9.74 per share of dividends to our common stockholders and
have grown our dividend every year since going public in 1998. We believe that
our common dividend is firmly supported by the stable cash flows generated from
our asset base and by the cushion provided by the difference between our
adjusted earnings and dividend. For the third quarter of 2002, we paid a $0.63

S-16

per share common dividend ($2.52 annualized), representing a 78.8% payout on our
basic adjusted earnings per share for that period.

The graph below shows our quarterly dividends per common share since 1998,
our first year as a public company.

QUARTERLY DIVIDENDS PER COMMON SHARE
[GRAPHIC]
TAX-ADVANTAGED CORPORATE STRUCTURE

Because of our focus on commercial real estate finance, we are able to
qualify as a REIT. Since we are taxed as a REIT, we do not pay corporate-level
taxes in most circumstances. This tax—-advantaged structure enables us to produce
superior returns on equity for our stockholders compared to taxable finance
companies while utilizing significantly less leverage than most taxable finance
companies. The graph below shows our returns on average common book equity
ratios since our first year as a public company.

RETURN ON AVERAGE COMMON BOOK EQUITY (1)

[GRAPHIC]

(1) We define "return on average common book equity" as total adjusted earnings
divided by the average common book value of equity outstanding during the
year.

(2) Because second quarter 1998 was our first full quarter as a public company,
return on average common book equity for 1998 represents second through
fourth quarter 1998 results annualized, and our average common book equity
during this period.

ASSET QUALITY AND DIVERSIFICATION

Throughout our operating history, we have focused on maintaining
diversification of our asset base by product line, asset type, obligor, property
type and geographic region. Asset diversification is a key

S-17

part of our risk management strategy. Our borrower and corporate tenant base
includes more than 170 customers in a wide range of industries, and our assets
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are backed by over 590 underlying properties of varying types located throughout
the U.S. The graphs below depict the diversification of our asset base, based
upon the total gross book value of our assets of approximately $5.3 billion as
of September 30, 2002.

ASSET TYPE DIVERSIFICATION PROPERTY TYPE DIVERSIFICATION GEOGRAPHIC
DIVERSIFICATION

[GRAPHIC]

Secured first mortgages and corporate tenant lease assets together comprise
approximately 81% of our asset base. The weighted average "first dollar" and
"last dollar" loan-to-value ratios on our loan assets were 24.9% and 68.1%,
respectively, as of September 30, 2002. "First dollar" and "last dollar"
loan-to-value ratios represent the average beginning and ending points of our
lending exposure in the aggregate capitalization of the underlying assets or
companies that we finance.

In addition, as of September 30, 2002, 52% of our corporate tenants, based
on GAAP annual lease payments, had actual or implied investment grade credit
ratings. Our corporate tenants include the U.S. Government and leading companies
such as Federal Express, IBM, Nike, Northrop Grumman, Verizon and Wells Fargo
Bank.

We employ an in-depth review process and grading system to monitor the
credit quality of our asset base over time. We assign to each asset a risk
rating ranging from "one," which indicates superior credit quality, to "five,"
which indicates inferior credit quality. Each newly-originated asset is
typically assigned an initial rating of "three," or average. Based upon our
third quarter 2002 review, the weighted average risk rating of our loan assets
and corporate tenant lease assets was 2.81 and 2.80, respectively.

MATCH FUNDING DISCIPLINE

Our objective is to match fund our liabilities and assets with respect to
maturities and interest rates. This means that we seek to match the maturities
of our financial obligations with the maturities of our investments. Match
funding allows us to reduce the risk of having to refinance our liabilities
prior to the maturities of our assets. In addition, we match fund interest rates
with like-kind debt (i.e., fixed-rate assets are financed with fixed-rate debt,
and floating-rate assets are financed with floating-rate debt), through the use
of hedges such as interest rate swaps, or through a combination of these
strategies. This allows us to reduce the impact of changing interest rates on
our earnings.

Our objective is to limit volatility from a 100 basis point move in
short-term interest rates to no more than 2.5% of annual adjusted earnings per
share. As of September 30, 2002, a 100 basis point change in short-term interest
rates would have a 1.2% impact on our third quarter adjusted earnings per share.

S-18

ASSET BASE

The table below sets forth certain financial characteristics of our asset
base as of September 30, 2002.

FINANCIAL CHARACTERISTICS OF OUR ASSET BASE

LOANS LEASES

20



Edgar Filing: ISTAR FINANCIAL INC - Form 424B5

($ IN MILLIONS)

Gross Carrying ValUe. ..ttt et ettt eeeeeeeeenaeeeeeneeennns $2,967 $2,320
Total Financing Commitments. ...... ittt tiineneeeeeennnenns $3,031 Not applicable
Number of ITnvestment S. ...ttt ittt ittt ettt et eeeeeeeenns 78 111
Number of Underlying Properties......c..uiiiiiitiinnnnneeeennn 402 176
Average Asset Size per Investment.........oeeeiieeennnnneenns $38.0 $20.9
Average Asset Size pPer Properiy ... i e e e ettt eeeennnnnneens $7.4 $13.2
Weighted Average Maturity/Lease TermM. .. ....eeeeeeeneneennennn 4.2 years 9.1 years
Average First Dollar Loan-to-Value(l) .......coueiiiieeeennnenn. 24.9% Not applicable
Average Last Dollar Loan—-to-Value (2) ......uuiiieeneeennenns 68.1% Not applicable
Percentage Investment Grade Credits(3)......ciiiiiiiinnnen... Not available 52%
(1) "Average First Dollar Loan-to-Value" means the weighted average beginning

point of our lending exposure in the aggregate capitalization of the
underlying properties or companies we finance.

(2) "Average Last Dollar Loan-to-Value" means the weighted average ending point
of our lending exposure in the aggregate capitalization of the underlying
properties or companies we finance.

(3) Includes customers with implied investment grade ratings such as Cisco
Systems, Mitsubishi Electronics of America and Volkswagen of America.

OUR TARGET MARKETS AND PRODUCT LINES

We believe we are the largest dedicated participant in a $100-$150 billion
niche of the approximately $2.1 trillion commercial real estate market,
consisting of the $1.5 trillion commercial mortgage market and the $600 billion
single-user market for corporate office and industrial facilities. Our primary
product lines include structured finance, portfolio finance, corporate tenant
leasing, corporate finance and loan acquisition. Our real estate lending assets
consist of mortgages secured by real estate collateral, loans secured by equity
interests in real estate assets, and secured and unsecured loans to corporations
engaged in real estate or real estate-related businesses. Our corporate tenant
lease assets consist of office and industrial facilities that we typically
purchase from, and lease-back to, a diversified group of creditworthy corporate
tenants as a form of financing for their businesses. Our leases are generally
long-term, and typically provide for all expenses at the facility to be paid by
the corporate tenant on a "triple net" basis. Under a typical net lease
agreement, the corporate customer agrees to pay a base monthly operating lease
payment and all facility operating expenses, including taxes, maintenance and
insurance.

The graph below shows the composition of our asset base by product line,
based on the total gross book value of our assets of approximately $5.3 billion
as of September 30, 2002.

S-19
PRODUCT LINE DIVERSIFICATION
[GRAPHIC]
STRUCTURED FINANCE
We provide senior and subordinated loans that typically range in size from

$20 million to $100 million to borrowers holding high-quality real estate. These
loans may be either fixed or variable rate and are structured to meet the
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specific financing needs of the borrowers, including the acquisition or
financing of large, high-quality real estate. We offer borrowers a wide range of
structured finance options, including first mortgages, second mortgages,
partnership loans, participating debt and interim facilities. Our structured
finance transactions have maturities generally ranging from three to ten years.
As of September 30, 2002, based on gross carrying values, our structured finance
assets represented 25.1% of our assets.

PORTFOLIO FINANCE

We provide funding to regional and national borrowers who own multiple
facilities in geographically diverse portfolios. Loans are cross-collateralized
to give us the benefit of all available collateral and underwritten to recognize
inherent portfolio diversification. Property types include multifamily, suburban
office, hotels and other property types where individual property values are
less than $20 million on average. Loan terms are structured to meet the specific
requirements of the borrower and typically range in size from $25 million to
$150 million. Our portfolio finance transactions have maturities generally
ranging from three to ten years. As of September 30, 2002, based on gross
carrying values, our portfolio finance assets represented 6.3% of our assets.

CORPORATE TENANT LEASING

We provide capital to corporations and borrowers who control facilities
leased to single creditworthy tenants. Our net leased assets are generally
mission-critical headquarters or distribution facilities that are subject to
long-term leases with rated corporate tenants, and which provide for all
expenses at the property to be paid by the corporate tenant on a triple net
lease basis. Corporate tenant lease transactions have terms generally ranging
from ten to 20 years and typically range in size from $20 million to
$150 million. As of September 30, 2002, based on gross carrying values, our
corporate tenant lease assets represented 41.6% of our assets.

We pursue the origination of corporate tenant lease transactions by
structuring purchase/ leasebacks and by acquiring facilities subject to existing
long-term net leases. In a purchase/leaseback transaction, we purchase the
property from the corporate tenant and lease it back to the tenant on a
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triple-net basis. The purchase/ leaseback structure allows the corporate
customer to reinvest the proceeds from the sale of its facilities into its core
business, while we capitalize on our structured financing expertise.

Our corporate tenant lease investments primarily represent a diversified
portfolio of mission-critical headquarters or distribution facilities subject to
net lease agreements with creditworthy corporate tenants. By "mission-critical"
we mean the tenant views our facility as being of strategic and operational
importance to its business activities. In our experience, tenants tend to first
vacate and reject leases on their non-core facilities when they experience
financial distress, but continue to occupy and remain current on their lease
payments for mission-critical facilities because these facilities are needed to
continue to run the business. The corporate tenant lease investments we target
generally involve: (1) high-quality, general-purpose real estate with residual
values that represent a discount to current market values and replacement costs;
and (2) corporate tenants that are established companies with stable core
businesses or market leaders in growing industries with investment-grade credit
strength or appropriate credit enhancements if corporate credit strength is not
sufficient.

Since acquiring our leasing subsidiary in November 1999, we have increased
the weighted average lease term of our corporate tenant lease assets from 5.6 to
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9.1 years. During that time we have also executed over 15.4 million square feet
of new and renewal leases in 125 total transactions with a weighted average
lease term of 14.4 years. Throughout this leasing activity, we have emphasized
early lease renewals. Of the 3.9 million square feet of leases renewed since
June 1999, approximately 1.8 million square feet (46%) represented early
renewals where there were more than 12 months left on the primary lease term. As
of September 30, 2002, our corporate tenant lease portfolio was 97.3% leased.

As of September 30, 2002, we had more than 170 corporate customers operating
in more than 22 different Standard Industrial Classification codes, including
aerospace, energy, financial services, healthcare, hospitality, technology,
government services, manufacturing and telecommunications. These customers
include well-recognized national and international companies, such as
Accenture Ltd., Federal Express, IBM, Nike, Nokia Corporation, Northrop Grumman,
Verizon, Volkswagen of America and Wells Fargo Bank.
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The table below summarizes our corporate tenant lease customers by Standard
Industrial Classification code as of September 30, 2002 (by gross carrying
value) .

CTL PORTFOLIO BY SIC CODE
[GRAPHIC]
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The table below illustrates our corporate tenant lease expirations as of
September 30, 2002.

LEASE EXPIRATIONS

ANNUALIZED THIRD QUARTER % OF ANNUALIZED

2002 EXPIRING THIRD QUARTER
NUMBER OF LEASES OPERATING LEASE REVENUES 2002

YEAR OF LEASE EXPIRATION EXPIRING ($ IN THOUSANDS) TOTAL REVENUE
2002, it e e e e 6 $4,671 0.9%
2003 . i e e 17 13,432 2.5%
2004 . 0t e e 25 24,042 4.4%
2005 . i i e e 19 18,243 3.4%
2006 .ttt e e 30 30,187 5.6%
2007 ¢ it e e 24 21,001 3.9%
2008 . it e e e 8 9,444 1.7%
2009, it e e 16 17,185 3.2%
2010 . et e e e 5 6,739 1.2%
201 L. e e e 4 1,883 0.3%
2012 and thereafter.............. 38 122,840 22.7%
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CORPORATE FINANCE

We provide senior and subordinated capital to corporations engaged in real
estate or real estate-related businesses. Financings may be either secured or
unsecured and typically range in size from $20 million to $150 million. Our
corporate finance transactions have maturities generally ranging from five to
ten years. As of September 30, 2002, based on gross carrying values, our
corporate finance assets represented 12.8% of our assets.

LOAN ACQUISITION

We acquire whole loans and loan participations which present attractive
risk-reward opportunities. Loans are generally acquired at a small discount to
the principal balance outstanding. Loan acquisitions typically range in size
from $5 million to $100 million and are collateralized by all major property
types. Our loan acquisition transactions have maturities generally ranging from
three to ten years. As of September 30, 2002, based on gross carrying values,
our loan acquisition assets represented 9.6% of our assets.

S-23
OUR STRATEGY

Our objective is to deliver superior risk-adjusted returns on equity to our
stockholders by providing innovative and value-added financing solutions to our
customers. We believe we have established a market leadership position for
highly structured mortgage, corporate and mezzanine financing backed by
high-quality commercial real estate nationwide. We deliver customized financial
products to sophisticated real estate borrowers and corporate customers who
require a high level of creativity and service. Our ability to provide
value—-added financial solutions has consistently enabled us to realize margins
and returns on capital that are more attractive than those earned by many other
commercial real estate lenders.

INVESTMENT STRATEGY

In order to accomplish our objective, we have implemented the following
investment strategy:

- We focus on the origination of structured mortgage, corporate and lease
financings backed by high-quality commercial real estate assets located in
major U.S. metropolitan markets.

- We offer sophisticated borrowers and corporate customers added value in
the form of specific lending expertise, flexibility, certainty and
post-closing support.

— We seek to develop direct relationships with borrowers and corporate
tenants as opposed to sourcing transactions through intermediaries.

— We avoid businesses in which there is significant direct competition from
other providers of capital.

- We take advantage of market anomalies in the real estate financing markets

when we believe credit is mispriced by other providers of capital, such as
the spread between lease yields and the yields on corporate tenants'
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underlying credit obligations.

— We stress test potential investments for adverse economic and real estate
market conditions.

We source our investment transactions from our existing relationships with
real estate owners, through other direct relationships within the real estate
and corporate finance communities, and from other capital providers and advisors
who refer customers to us. We also utilize information obtained from our risk
management group to generate leads on potential investment opportunities. We
have completed nearly $2.9 billion of financing transactions with borrowers who
have sought our expertise more than once.

We discuss and analyze investment opportunities during regular weekly
meetings which are attended by all of our investment professionals, as well as
representatives from our legal, risk management and capital markets areas. We
have developed a process for screening potential investments called the Six
Point Methodology(sm). The Six Point Methodology (sm) reflects the six
fundamental criteria by which we evaluate an investment opportunity prior to
beginning our formal underwriting and commitment process.

THE SIX POINT METHODOLOGY (SM)

- First, we evaluate the source of the opportunity. We prefer opportunities
where we have a direct relationship with the customer or an intermediary
who has worked with us before, because we believe that such relationships
enable us to add more value to a transaction.

- Second, we evaluate the quality of the collateral or corporate credit, as
well as its market or industry dynamics.
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- Third, we evaluate the equity or corporate sponsor, including factors such
as its reputation, financial strength and commitment to the collateral.

- Fourth, we determine whether we can implement an appropriate legal and
financial structure for the transaction given its risk profile, including
our ability to control the collateral under various circumstances.

- Fifth, we perform an alternative investment test. If we believe that we
can earn a better risk-adjusted return in a comparable asset class or
different part of the customer's capital structure, then the proposed
investment will score poorly in this category.

- Sixth, we evaluate the liquidity of the investment and our ability to
match fund the asset. A security that is too highly structured is less
desirable because it may limit our ability to obtain appropriately priced
financing for the asset, or our ability to sell it if we ever so desire.

We have an intensive underwriting process in place for all potential
investments. This process provides for comprehensive feedback and review by all
the disciplines within our company, including investments, credit, risk
management, legal/structuring and capital markets. Participation is encouraged
from all professionals throughout the entire origination process, from the
initial consideration of the opportunity, through the Six Point Methodology (sm)
and into the preparation and distribution of a comprehensive memorandum for our
internal and Board of Directors investment committees.

Commitments of less than $30 million regquire the unanimous consent of our
internal investment committee, consisting of senior management representatives
from each of our key disciplines. For commitments between $30 million and
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$50 million, the further approval of our Board of Directors' investment
committee is also required. All commitments of $50 million or more must be
approved by our full Board of Directors.

RISK MANAGEMENT

In addition to mitigating risk through the careful underwriting and
structuring of our investments, we further pro-actively manage risk by:
(1) generating, analyzing and distributing information on-line to all our
employees about our collateral and our customers on a continuous, real-time
basis; (2) holding weekly company-wide meetings to identify and address risk
management issues; (3) applying a comprehensive risk rating process;
(4) establishing loan loss reserves and asset impairment procedures; and
(5) managing our assets and liabilities through match funding. We believe these
risk management measures enable us to effectively manage our asset base and
minimize our risk of loss. More than 50 of our approximately 140 employees are
dedicated to our risk management platform.

COLLATERAL AND CUSTOMER MONITORING

We have comprehensive real-time risk management systems that enable us to
pro—actively monitor the performance of our asset base and to quickly identify
and address potential issues with any of our assets. Risk management
information, which is generated from numerous collateral-level controls,
extensive customer reporting requirements and on-site asset monitoring programs,
is accessible to all our employees nationwide via computer.

Our comprehensive risk management systems require the active participation
of each of our senior professionals and other employees within our regional
office infrastructure. Every employee nationwide has access, via our computer
network, to various risk management reports which provide real-time information
regarding the performance of our asset base. These reports, which are
continually updated as new customer information is received, are based on
information that is: (1) required to be provided by our customers;

(2) generated by our risk management professionals; and (3) obtained from the
public domain. Examples of risk management reports include daily payment
reports, monthly covenant reviews, monthly reserve balance reports, monthly
budget-versus—actual analyses of collateral and
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corporate customer performance, leasing activity reports and quarterly risk
ratings reviews. This process ensures that risk management issues are quickly
identified and that decisions are based on the most current information
available.

iStar Asset Services, or "iSAS," our rated loan servicing subsidiary, and
iStar Real Estate Services, or "iRES," our corporate tenant lease asset
management division, are critical to our asset and customer monitoring efforts.
Together, they are principally responsible for managing our asset base,
including monitoring our customers' compliance with their respective loan and
leasing agreements, collecting customer payments, and efficiently analyzing and
distributing customer performance information throughout our company on a
real-time basis. iSAS and 1RES provide daily information on the performance and
condition of our asset base. 1SAS is currently rated "above average" by
Standard & Poor's and CMS3+ by Fitch as a master servicer. In addition to
servicing our asset base, iSAS also provides loan servicing to third-party
institutional owners of loan portfolios.

Our loan customers are required to comply with periodic covenant tests, and
typically must submit extensive collateral performance information such as
monthly operating statements and operating budgets. We also may require
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customers to deposit cash into escrow accounts to cover major capital
expenditures, such as expected re-tenanting costs, and we typically require
approval rights over major decisions impacting collateral cash flows. In many
cases, collateral cash receipts must be deposited into lock-box bank accounts
that we control. We then distribute the net cash, after our debt service, to our
customers.

We furnish on-site asset management services for most of our corporate
tenant lease customers, providing us with daily information regarding the
condition of our assets. In addition, we have a formal annual inspection program
that ensures that our corporate tenant lease customers are complying with their
lease terms. Customer lease payments are deposited directly into lock-box
accounts managed by our treasury group, and corporate customers are required to
submit financial statements on a regular basis to our corporate credit
professionals. In addition, our risk management group monitors the wire services
for important news on our customers, including press releases, earnings
announcements, credit ratings changes, research reports relating to our
corporate customers and local market conditions, and distributes this
information via email to all of our employees. All new corporate tenant leases
must be approved by our Chief Operating Officer who evaluates, with the
assistance of our credit professionals, the creditworthiness and appropriate
security, if any, required by us.

WEEKLY RISK MANAGEMENT MEETINGS

We hold weekly company-wide meetings to identify current issues, and conduct
monthly meetings to review actual collateral performance compared to our
customers' budgets. During the weekly meetings, our regional offices connect via
videoconference with our headquarters and we review asset-specific issues in
detail. At these meetings, we develop an action plan to resolve any issues which
arise. We also conduct systematic, asset-specific reviews of both our loan and
corporate tenant lease assets on a quarterly basis, as discussed below.

RISK RATING PROCESS

We have a comprehensive risk rating process that enables us to evaluate,
monitor and pro-actively manage asset-specific credit issues and identify credit
trends on a portfolio-wide basis. We conduct a detailed credit review of each
asset on a quarterly basis, and we assign individual risk ratings to each asset
ranging from "one" to "five." Attendance is mandatory for all of our
professionals, including those in our regional offices. A "one" indicates
superior credit quality, a "two" signifies better than average credit quality, a
"three" serves as an average rating, a "four" indicates that management time and
attention is required for the asset, and a "five" denotes a problem asset with
potential principal risk to us. In addition to the ratings system, we maintain a
"watch list" of assets which are generally
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rated "four," but which require highly pro-active asset management to preserve
their current ratings. Each newly-originated loan asset is typically assigned an
initial rating of "three," or average.

Risk ratings provide a common language and uniform framework by which we can
discuss and evaluate risk and relative levels of risk across our asset base.
This is our primary early warning system and provides us with a means of
identifying assets that warrant a greater degree of monitoring and senior
management attention. In addition, this process provides a useful forum to
identify assets or markets that may offer opportunities for new business.
Lastly, the risk ratings process serves as a basis for determining our quarterly
loan loss provision and evaluating the adequacy of our reserves.
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Based upon our third quarter 2002 review, the weighted average risk rating
of our loan assets and corporate tenant lease assets was 2.81 and 2.80,
respectively.

WEIGHTED AVERAGE RISK RATINGS

[GRAPHIC]

We consider several primary variables in determining which rating to assign

to an

asset. For our loans, the seven primary risk attributes are:

Trailing and projected collateral operating performance and debt service
coverage ratios.

Current and estimated loan-to-value ratios.

Local and regional economic and real estate market trends.
Loan structure.

Collateral condition, location and marketability.

Borrower's source of repayment funds or ability to refinance or sell the
collateral.

Borrower financial strength, quality of sponsorship and capital commitment
to the collateral.

For our corporate tenant leases, the five primary risk attributes are:

Corporate tenant credit and industry dynamics.

Remaining lease term.

Property condition, location and marketability.

Local and regional economic and real estate market trends.
Our book basis in the asset.
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CREDIT LOSS RESERVE POLICY AND ASSET IMPAIRMENT PROCEDURES

Our policy for establishing loan loss reserves and our asset impairment
procedures are consistent with established accounting standards. Our reserve
levels reflect our judgment of loss potential and are evaluated based upon the
quarterly risk rating review process. The overall factors in this evaluation
include:

General economic conditions.
General loss trends in the industry, including comprehensive, long-term
data on commercial mortgage delinquencies and loss severities tracked by

the American Council of Life Insurers and a number of academic studies.

The size, diversity and geographic concentration of our asset base.

In addition to our general loan loss reserves, we also have asset-specific
credit protection, including cash reserve accounts, cash deposits and letters of
credit which totaled $141.5 million for our loan assets as of September 30,

2002.

Where appropriate, we typically require this incremental credit protection
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to be funded and/or posted at the closing of a transaction in accounts in which
we have a security interest. As of September 30, 2002, accumulated loan loss
reserves and other asset-specific credit protection represented an aggregate of
approximately 5.7% of the gross book value of our loans.

We have never realized a loss of principal or interest on any loan
investment we have funded. As of September 30, 2002, we had only two assets on
non-accrual status with an aggregate gross book value of $5.5 million (0.10% of
the gross book value of our investments). Each of the loans on non-accrual
status remains current on its debt service payments to us.

As required under generally accepted accounting principles, we accumulate
depreciation against our CTL assets, which reduces our book basis in those
assets relative to our original purchase price. In addition, where appropriate,
we also require certain CTL customers to post additional security for their
lease obligations in the form of cash deposits and/or letters of credit. These
cash deposits and letters of credit, which serve as additional asset-specific
credit protection for our CTL assets, totaled $100.9 million as of
September 30, 2002. In aggregate, cash deposits, letters of credit and
accumulated depreciation relating to corporate tenant lease assets represented
9.4% of the gross book value of our corporate tenant lease assets at that date.

ASSET/LIABILITY MANAGEMENT

Our objective is to match fund our liabilities and assets with respect to
maturities and interest rates. This means that we seek to match the maturities
of our financial obligations with the maturities of our investments. Match
funding allows us to reduce the risk of having to refinance our liabilities
prior to the maturity of our assets. In addition, we match fund interest rates
with like-kind debt (i.e., fixed-rate assets are financed with fixed-rate debt,
and floating-rate assets are financed with floating-rate debt), through the use
of hedges such as interest rate swaps, or through a combination of these
strategies. This allows us to reduce the impact of changing interest rates on
our earnings. Our objective is to limit volatility from a 100 basis point move
in short-term interest rates to no more than 2.5% of annual adjusted earnings
per share. As of September 30, 2002, a 100 basis point change in short-term
interest rates would have a 1.2% impact on our third quarter adjusted earnings
per share.

FINANCING STRATEGY

Our financing strategy revolves around three primary principles that are key
to our business model:

— Maintain significantly lower leverage than other commercial finance
companies and a large tangible equity capital base.
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— Develop a deep and broad array of capital sources from a diversified group
of debt and equity providers in order to insulate our business from
potential fluctuations in the availability of capital.

— Match fund our liabilities and assets to minimize the risk that we have to
refinance our liabilities prior to the maturities of our assets and to
reduce the impact of changing interest rates on our earnings.

LOWER LEVERAGE AND A LARGE TANGIBLE EQUITY CAPITAL BASE.
Our business model is premised on operating at significantly lower leverage

and maintaining a larger tangible equity capital base than many other commercial
finance companies. At September 30, 2002, our consolidated debt-to-book equity
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ratio was 1.8x. We target a maximum consolidated debt-to-book equity ratio of
2.0x, and believe that this is the appropriate leverage level for our business
model.

ACCESS TO A DEEP AND BROAD ARRAY OF RELIABLE CAPITAL SOURCES.

We seek to develop a deep and broad array of reliable debt and equity
capital sources to fund our business. Accordingly, we maintain a diverse range
of short-and long-term financing sources from both the secured and unsecured
lending and capital markets. We also believe that our track record as a private
and public company and our investor base, comprised of leading institutional
investors and high net worth individuals, will enable us to continue to access
the public and private equity capital markets.

As of September 30, 2002, we had $2.4 billion of committed total capacity
under our secured credit facilities. We primarily use our secured facilities to
initially fund our investments prior to seeking match funded, long-term
financing sources. Our secured facilities bear interest rates ranging from LIBOR
plus 1.40% to LIBOR plus 2.25%, and have final maturities, including extension
options, ranging from August 2003 to September 2005.

At September 30, 2002, we maintained unsecured lending relationships with a
number of leading commercial banks and had $300.0 million of committed total
capacity under our unsecured facility. We primarily use our unsecured facility
for working capital purposes and as of September 30, 2002, we had no amounts
outstanding under this facility. We also had $625.0 million of long-term
corporate unsecured debt outstanding at that date.

MATCH FUNDING

We primarily execute our match funding strategy through our own proprietary
matched funding program, iStar Asset Receivables or "STARs(sm)," as well as
through term lending relationships with approximately 12 large financial
institutions. Using STARs (sm), we can access the securitized debt markets by
issuing investment-grade rated securities collateralized by pools of our
structured finance and corporate tenant lease assets. The STARs (sm) bond
maturities match the maturities of the underlying collateral, thereby
eliminating refinancing risk. We continue to service the assets in the
collateral pool through our loan servicing subsidiary, iStar Asset Services.
Because STARs(sm) 1s an on-balance sheet financing program, we recognize no gain
on sale in our financial statements when utilizing this vehicle.

We completed our latest STARs (sm) transaction in May 2002, and issued
approximately $900 million of investment-grade rated bonds backed by
approximately $1.1 billion of collateral. The weighted average interest rate on
the offered bonds, expressed on an all-floating rate basis, was approximately
LIBOR + 56 basis points. The proceeds from this transaction were used to repay
outstanding borrowings under our credit facilities and our first STARs
transaction.

We believe that the STARs (sm) program provides us significantly more
flexibility in managing our collateral and match funding our liabilities and
assets than other securitization structures, and that both
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the strong performance of our initial STARs (sm) transaction and execution of our
second STARs (sm) transaction should positively impact future debt issuances
under this program. In addition, we view the securitized debt markets as a very
reliable source of debt capital, even when macroeconomic conditions make other
lending markets unavailable or unattractive. As of September 30, 2002, we had
$877.8 million of STARs (sm) bonds outstanding.
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We also use term debt to match fund our investments, and we maintain term
lending relationships with approximately 12 major commercial banks and insurance
companies. As part of these term lending relationships, we have developed an
innovative debt facility with a commercial bank that match funds certain of our
corporate finance investments. We believe that the STARs (sm) program and our
relationships with various term lenders provide us with a reliable,
cost—-effective and diverse source of capital for match funding our liabilities
and assets. As of September 30, 2002, we had 17 individual term loans with a
total outstanding balance of $639.0 million.
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COMMON STOCK PRICE AND DIVIDEND PERFORMANCE

The high and low sales prices per share and the dividends paid or declared
by us on our common stock are each set forth below for the quarters indicated.

PRICE RANGE OF OUR
COMMON STOCK

QUARTERLY PERIOD ENDED HIGH LOwW DIVIDEND/SHARE
2000:
March 31, 2000. ...ttt ittt e et e e e e e et $18.7500 $16.6250 $ 0.60
June 30, 2000. . ..ttt i e e e e e e e e e e $20.9375 $17.3750 $ 0.60
September 30, 2000. ...ttt ittt e e e $22.4375 $20.2500 $ 0.60
December 31, 2000. ... ..ttt et ittt e e $21.6250 $19.0625 $ 0.60
2001:
March 31, 200l . ..ttt et e e e e e e e e e e e $25.7000 $19.1875 $0.6125
June 30, 2001 .. .ttt e e e e e e e e e e $28.2000 $22.7400 $0.6125
September 30, 2001 . ...ttt ittt ettt e $28.4600 $22.4900 $0.6125
December 31, 2001. .. ...ttt ittt ettt ettt $26.0500 $23.0100 $0.6125
2002:
March 31, 2002. ..ttt ittt e et e e e e e e e $28.9000 $24.5900 $ 0.63
June 30, 2002. . . .ttt e e e e e e e e e e e $31.4500 $28.5000 $ 0.63
September 30, 2002. . ...ttt ittt e e $29.5500 $25.3000 $ 0.63
Through November 14, 2002. .. ...ttt ittt nneneeeeeeeeennnnnns $28.4000 $25.9000

MANAGEMENT

The following table sets forth the names and the positions of our senior
officers:

NAME TITLE

Jay SUJATMAN .+t o v e e e e e e eeaeeeeeneens Chairman and Chief Executive Officer
Spencer B. Haber........... ..., President and Director

Timothy J. O'Connor........eeeeeee.o.. Chief Operating Officer

Catherine D. Rice....... i Chief Financial Officer

Daniel S. Abrams.......c.cceeeiiunnnen. Executive Vice President--Investments
Roger M. Cozzi....viiiiiiiiinnnnnnn. Executive Vice President--Investments
Jeffrey R. Digel...... i Executive Vice President--Investments
R. Michael Dorsch, III............... Executive Vice President--Investments
Barclay G. Jones, IIT.........ceuuu.. Executive Vice President--Investments
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H. Cabot Lodge, III.......iiieieeunnnn Executive Vice President--Investments and Director

Nina B. Matis.....couoiiiiiiennnnn.. Executive Vice President and General Counsel

Diane Olmstead........c.ciiiiiinnnn.. Executive Vice President--Investments

Barbara Rubin........c.oiiiiiiieennenn. President--iStar Asset Services, Inc.

Steven R. Blomquist.................. Senior Vice President--Investments

Jeffrey N. BrOWn.......oveuwuwuueeeeens Senior Vice President--Risk Management

Chase S. Curtis, Jr.....eeeeeeeneenn. Senior Vice President--Credit

Geoffrey M. DUJAN. .. vttt v eeeeeeeannnn Senior Vice President--Human Resources and Assistant Gener
Counsel

Peter K. Kofoed......... ... Senior Vice President--Risk Management

John F. Kubicko......... oo Senior Vice President--Risk Management

Andrew C. Richardson................. Senior Vice President--Capital Markets

Steven B. Sinnett.................... Senior Vice President--Capital Markets

Elizabeth B. Smith................... Senior Vice President--Risk Management
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SENIOR MANAGEMENT

JAY SUGARMAN is Chairman of the Board and Chief Executive Officer of iStar
Financial. Mr. Sugarman has served as a director of iStar Financial (and its
predecessor) since 1996 and Chief Executive Officer since 1997. Under
Mr. Sugarman's leadership, iStar Financial has become a leading provider of
structured financial solutions to high-end private and corporate owners of real
estate in the United States. Previously, Mr. Sugarman was president and
co-general partner of Starwood Mezzanine Investors, L.P., a private investment
partnership specializing in structured real estate finance. Prior to forming
Starwood Mezzanine, Mr. Sugarman managed diversified investment funds on behalf
of the Burden family, a branch of the Vanderbilt family, and the Ziff family.
While in that position, he was Jjointly responsible for the formation of Starwood
Capital and the formation of HBK Investments, one of the nation's largest
convertible arbitrage trading operations. He received his undergraduate degree
SUMMA CUM LAUDE from Princeton University, where he was nominated for
valedictorian and received the Paul Volcker Award in Economics, and his M.B.A.
with high distinction from Harvard Business School, graduating as a Baker
Scholar and recipient of the school's academic prizes for both finance and
marketing. Mr. Sugarman is a director of WCI Communities, Inc., a residential
developer in South Florida.

SPENCER B. HABER is President and a director of iStar Financial. Mr. Haber
has served as a director of iStar Financial since June 1999 and its President
since June 2001, having also served as Chief Financial Officer between June 1998
and November 2002. Mr. Haber maintains oversight responsibility for iStar
Financial's capital-raising initiatives and external communications and has
primary responsibility for overall corporate business development, including
mergers and acquisitions. Mr. Haber also sits on iStar Financial's internal and
Board Investment Committees. Prior to joining iStar Financial, Mr. Haber was a
senior member of Lehman Brothers' global real estate group and was responsible
for that firm's real estate mergers and acquisitions business. In addition to
his M&A role, Mr. Haber maintained primary client coverage responsibilities in
raising equity and debt capital for a wide range of public and private
companies, participating in more than $10 billion of transactions. Before Lehman
Brothers, Mr. Haber was a member of Salomon Brothers' real estate investment
banking unit. At Salomon Brothers, Mr. Haber participated in that firm's
principal and advisory real estate activities. Prior to Salomon Brothers,

Mr. Haber worked for MIG Capital Management, a joint venture of MIG Companies, a
domestic real estate pension fund advisor, and Charterhouse Inc., a British
merchant bank. Mr. Haber holds a B.S. degree in economics SUMMA CUM LAUDE, and
an M.B.A. from the Wharton School, where he graduated a Palmer Scholar. He is a
member of the Urban Land Institute, and sits on the board of directors of
Capital Thinking Inc., a software provider to the financial services industry.
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TIMOTHY J. O'CONNOR has served as Chief Operating Officer of iStar Financial
(and its predecessor) since March 1998 and Executive Vice President since
March 2000. Mr. O'Connor 1is responsible for developing and managing iStar
Financial's risk management and due diligence operations, participating in the
evaluation and approval of new investments and coordinating iStar Financial's
information systems. Previously, Mr. O'Connor was a vice president of Morgan
Stanley & Co. responsible for the performance of more than $2 billion of assets
acquired by the Morgan Stanley Real Estate Funds. Prior to Jjoining Morgan
Stanley, Mr. O'Connor was a vice president of Greystone Realty Corporation
involved in the firm's acquisition and asset management operations. Previously,
Mr. O'Connor was employed by Exxon Co. USA in its real estate and engineering
group. Mr. O'Connor is a former vice president of the New York City/Fairfield
County chapter of the National Association of Industrial and Office Parks.

Mr. O'Connor received a B.S. degree from the United States Military Academy at
West Point and an M.B.A. from the Wharton School.

CATHERINE D. RICE has served as Chief Financial Officer of iStar Financial
since November 2002. Ms. Rice is responsible for managing all of the iStar
Financial's capital raising initiatives, financial reporting and investor
relations activities, as well as overseeing all other finance, treasury and
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accounting functions. Prior to joining iStar Financial, Ms. Rice served as
managing director in both the financial sponsors group and the real estate
investment banking group of Banc of America Securities. Prior to Bank of
America, Ms. Rice was a managing director at Lehman Brothers, where she was
responsible for the firm's West Coast real estate investment banking effort. She
spent the first ten years of her career at Merrill Lynch in its real estate
investment banking group. Ms. Rice has over 16 years of experience in the public
and private capital markets, and has been involved in over $15 billion of
capital-raising and financial advisory transactions, including public and
private debt and equity offerings, mortgage financings, merger and acquisition
assignments, leveraged buyouts, asset dispositions, debt restructurings and
rating advisory assignments. Ms. Rice received a bachelor degree from the
University of Colorado and an M.B.A from Columbia University.

DANIEL S. ABRAMS has served as an Executive Vice President--Investments of
iStar Financial since November 2001. Previously, Mr. Abrams was a founding
principal of Citadel Realty Group, LLC, a New York based boutique investment
bank specializing in advisory work and debt and equity placements for all forms
of commercial real estate properties and companies in North America and Europe.
Prior to forming Citadel, Mr. Abrams was a managing director at Donaldson,
Lufkin and Jenrette, where he was responsible for the hospitality and leisure
practice, focusing on debt originations, equity offerings and advisory
assignments to public and private companies in that area. Before DLJ,

Mr. Abrams was a managing director and the head of the Hospitality Finance Group
of Nomura Capital. While at Nomura Capital, Mr. Abrams led the financing of over
$6.5 billion in the hospitality sector and over $600 million in the office,
multifamily and retail sectors. Before joining Nomura Capital in 1993,

Mr. Abrams had been a partner at Rosenman & Colin, a major New York City law
firm. He received an LL.M. in Taxation from the New York University of Law; a JD
from the National Law Center of the George Washington University, where he was
editor—-in-chief of the Law Review; and a B.S. in Economics from the Wharton
School. He has served as a member of the American Hotel & Lodging Association's
Industry Real Estate Finance Advisory Council (IREFAC) and the ULI's Hotel
Development Council.

ROGER M. COZZI has served as an Executive Vice President--Investments of
iStar Financial since January 2002 and is co-head of our internal Investment
Committee. Since Jjoining iStar Financial and its predecessor in 1995, Mr. Cozzi
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has been responsible for the origination of structured financing transactions
and has successfully closed over $1 billion of first mortgage, mezzanine and
corporate finance investments. From 1995 to 1998, Mr. Cozzi was an investment
officer at Starwood Mezzanine Investors, L.P. and Starwood Opportunity Fund IV,
two private investment funds that specialized in structured real estate finance
and opportunistic equity investments. Prior to joining Starwood, Mr. Cozzi spent
three years at Goldman, Sachs & Co. While at Goldman Sachs, he spent two years
in the real estate department, where he focused on securitizing and selling
investment grade and non-investment grade securities backed by pools of
commercial mortgages, evaluating performing commercial mortgage loans for
potential principal investment by the Whitehall funds and consulting large
corporate tenants on lease alternatives. After two years in real estate,

Mr. Cozzi transferred into the investment management industry group, where he
worked on several merger transactions, created a conduit to lend directly to
mutual funds, and helped create a vehicle to securitize 12b-1 financing fees.
Mr. Cozzi graduated magna cum laude from the Wharton School with a Bachelor of
Science degree in Economics (with concentrations in Finance and Entrepreneurial
Management) .

JEFFREY R. DIGEL has served as an Executive Vice President--Investments of
iStar Financial since March 2000 and is co-head of our internal Investment
Committee. Prior to that, he was Senior Vice President--Investments since
May 1998. Mr. Digel is responsible for the origination of new structured
financing transactions, focusing on iStar Financial's financial institution and
loan correspondent relationships. Previously, Mr. Digel was a vice
president-mortgage finance at Aetna Life Insurance Company responsible for
commercial mortgage securitizations, management of Aetna's mortgage
correspondent network, management of a $750 million real estate equity portfolio
for Aetna's pension
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clients and origination of new equity investments. Prior to joining Aetna,

Mr. Digel was a member of Hart Advisors, responsible for the development and
supervision of the portfolio, asset management and client communications
functions for Hart's real estate pension advisory business. In addition,

Mr. Digel is a member of the Mortgage Bankers Association and the International
Council of Shopping Centers. Mr. Digel received a B.A. degree from Middlebury
College and an M.M. from Northwestern University.

R. MICHAEL DORSCH, III has served as an Executive Vice
President--Investments of iStar Financial since March 2000, focusing on our
corporate tenant leasing business. Prior to joining iStar Financial, Mr. Dorsch
was a principal of ACRE Partners LLC, a privately held firm focused on providing
public and private corporations with highly-structured, value-added financing
solutions for their corporate real estate facilities. Mr. Dorsch was a founder
and managing partner of Corporate Realty Capital, a Boston-based real estate
investment bank from 1990 to 1997. CRC was formed as an affiliate of Corporate
Property Investors and focused on originating, structuring and financing net
lease transactions. Prior to the formation of CRC, Mr. Dorsch was a partner in a
Boston-based real estate development, ownership and management concern. From
1984 to 1986, Mr. Dorsch was a vice president of Winthrop Financial Associates,
private real estate syndication, where he structured and placed equity interests
in transactions capitalized at over $1 billion. Mr. Dorsch graduated with a
Sc.B. in Mechanical Engineering from Brown University and earned honors while
receiving an M.B.A. from Harvard Business School.

BARCLAY G. JONES, III has served as an Executive Vice President--Investments
of iStar Financial since March 2000, focusing on our corporate tenant leasing
business. Prior to joining iStar Financial, Mr. Jones was a principal of ACRE
Partners LLC, a privately held firm focused on providing public and private
corporations with highly-structured, value-added financing solutions for their
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corporate real estate facilities. Prior to that, Mr. Jones served in a variety
of capacities, including vice chairman and chief acquisitions officer, for W.P.
Carey & Co., Inc. from 1982 to 1998. During that period, Mr. Jones was
responsible for originating in excess of $2 billion of sale-leaseback financings
and over $1 billion of mortgage placements. During his tenure at W.P. Carey, the
firm grew from fewer than ten employees to over 70, and from approximately

$100 million in assets to over $2.5 billion. Mr. Jones holds a B.S. degree in
economics from the Wharton School.

H. CABOT LODGE, III has served as a director and an Executive Vice
President-—-Investments of iStar Financial since March 2000, and maintains
primary responsibility for jointly overseeing iStar Financial's corporate tenant
lease investment activity. Prior to joining iStar Financial, Mr. Lodge was a
founder and principal of ACRE Partners LLC, a privately held firm focused on
providing public and private corporations with highly structured, value-added
financing for their corporate real estate facilities. Mr. Lodge served as
chairman of Superconducting Core Technologies, Inc., a wireless communications
company from 1995 to 1997, and prior to that was managing director and co-head
of investments for W.P. Carey & Co., Inc. from 1983 to 1995. Mr. Lodge is a
director of Meristar Hospitality Corporation, High Voltage Engineering
Corporation and TelAmerica Media, Inc. Mr. Lodge graduated with honors from
Harvard College and received his M.B.A. from Harvard Business School.

NINA B. MATIS has served as General Counsel of iStar Financial (and its
predecessor) since 1996 and Executive Vice President since November 1999.
Ms. Matis is responsible for legal, tax, structuring and regulatory aspects of
iStar Financial's operations and investment and financing transactions.
Ms. Matis is a partner in the law firm of KMZ Rosenman, one of our principal
outside law firms. From 1984 through 1987, Ms. Matis was an adjunct professor at
Northwestern University School of Law where she taught real estate transactions.
Ms. Matis is a director of New Plan Excel Realty Trust, Inc. and a member of the
American College of Real Estate Lawyers, Ely Chapter of Lambda Alpha
International, the Chicago Finance Exchange, the Urban Land Institute, REFF, the
Chicago Real Estate Executive Women, The Chicago Network and The Economic Club
of Chicago, and she is listed
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in both The Best Lawyers of America and Sterling's Who's Who. Ms. Matis received
a B.A. degree, with honors, from Smith College and a J.D. degree from New York
University School of Law.

DIANE OLMSTEAD has served as an Executive Vice President--Investments of
iStar Financial in our San Francisco office since September 2000, and is
responsible for the origination of new financing transactions. Prior to joining
us, Ms. Olmstead was executive vice president of institutional ventures for
Redbricks.com, an Internet start-up focused on the commercial real estate
market. Previously, Ms. Olmstead was a partner at Arthur Andersen where she
founded and ran the real estate capital markets (RECM) group for the western
region. The RECM group executed private equity and debt placements, portfolio
and company sales, REIT IPO advisory and M&A transactions in excess of
$4.7 billion. Ms. Olmstead is a graduate of SUNY at Buffalo with a B.A. in
English. She is a member of Urban Land Institute and National Association of
Industrial and Office Park Owners, Fisher Center For Real Estate and Urban
Economics Policy Advisory Board, Lambda Alpha and Mortgage Bankers Association.

BARBARA RUBIN is President of iStar Asset Services, Inc., our Hartford-based
loan asset management and servicing operation. She has more than 20 years of
real estate investment experience, including loan and real estate equity
origination, portfolio management, loan servicing, and capital markets
activities. Prior to joining iStar Financial, Ms. Rubin was president and chief
operating officer of Phoenix Realty Securities, Inc., a real estate advisory
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operation which managed portfolios of real estate securities (including mortgage
loan investments and real estate equity securities). She is currently Chair of
the Connecticut Health and Education Facilities Authority, a member of the Board
of Governors of the Mortgage Bankers Association and a member of the Board of
Commercial Mortgage Securities Association. Ms. Rubin received a B.A. from
Williams College and an M.B.A. from the University of Connecticut.

STEVEN R. BLOMQUIST has served as Senior Vice President--Investments of
iStar Financial since September 1998. Mr. Blomquist is responsible for the
origination and acquisition of new financings with borrowers in the Phoenix Home
Life-serviced mortgage loan portfolio and related loan correspondents. He also
shares responsibility in managing several of iStar Financial's relationships
with financial institutions and other loan correspondents. Mr. Blomquist has
over 16 years of loan origination and investment management experience.
Previously, Mr. Blomquist was executive vice president and chief investment
officer of Phoenix Realty Securities, a Phoenix Home Life subsidiary
specializing in providing real estate securities investment advisory services.
Mr. Blomguist directed the origination of over $1.5 billion of mortgage loans
and maintains strong correspondent and borrower relations. Prior to his current
position, Mr. Blomquist was responsible for the debt and equity management of a
$750 million Phoenix Home Life portfolio in the Western United States.

Mr. Blomquist is a member of the Mortgage Bankers Association, and received both
his bachelors degree and an M.B.A. from the University of Connecticut.

JEFFREY N. BROWN has served as Senior Vice President--Risk Management of
iStar Financial since October 2000. Prior to that, he was Vice President--Risk
Management since November 1999. Previously, he served as a vice president at
TriNet. Mr. Brown 1is responsible for our East Region corporate tenant lease
assets, including lease negotiations, corporate-level customer relations, lease
compliance, portfolio-level analysis and reporting and market research
activities. Mr. Brown's prior professional experience includes director of
property management for Insignia Commercial Group (San Francisco), regional
director (West Coast) with PM Realty Group and various project/property
management positions with Eastover Corporation. Mr. Brown holds a B.S. degree
from Millsaps College, Jackson, Mississippi.

CHASE S. CURTIS, JR. has served as a Senior Vice President--Credit of iStar
Financial since June 2001, and is responsible for coordinating the initial and
on—-going underwriting of corporate credit, with a particular emphasis on
corporate tenant risk assessment. He joined iStar Financial from Bank of
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America following a l6-year career in credit risk management and structured
corporate finance. Immediately prior to Jjoining iStar Financial, he was senior
vice president and chief credit officer of Bank of America Commercial Finance
responsible for its credit approvals, risk policy and risk process controls.
Prior to that, he spent three years in Hong Kong as an executive credit risk
review officer overseeing portfolio and transactional risk assessments across
Asia. Mr. Curtis holds an M.S. from the University of Arizona and he received a
B.S. degree (with high honors) from Bates College. He is a Chartered Financial
Analyst.

GEOFFREY M. DUGAN has served as Senior Vice President of iStar Financial
since January 2001, and as Assistant General Counsel and Assistant Secretary
since November 1999. Previously, he served as vice president, administration and
general counsel of TriNet, and in that capacity was responsible for corporate
and securities laws compliance matters, corporate governance matters, and legal
issues associated with administrative, human resources and employee benefit
functions, including the oversight of outside legal counsel. Prior to joining
us, Mr. Dugan was in private law practice for over 20 years, where his practice
emphasized corporate finance, securities and commercial transactions for real
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estate investment trusts and other business entities. Mr. Dugan received a J.D.
from Georgetown University Law Center and a B.A. from Harvard College.
Mr. Dugan is a Member of the New York Bar and the State Bar of California.

PETER K. KOFOED has served as Senior Vice President--Risk Management since
August 2001. Mr. Kofoed joined us with more than 18 years of experience in
various real estate investment disciplines including mortgage loan underwriting,
equity asset management and portfolio administration. Prior to Jjoining us, he
was the principal of a real estate consulting firm and was associated with
Aetna, CIGNA and Connecticut Mutual. Mr. Kofoed holds an M.B.A. from the Fuqua
School of Business at Duke University, and a B.A. from Colgate University.

JOHN F. KUBICKO has served as Senior Vice President--Risk Management since
April 1998. Mr. Kubicko has over 14 years of experience in real estate
investment, asset management and lending. Prior to joining iStar Financial, he
was a senior associate at Greystone Realty, where he was responsible for
managing a portfolio of debt investments. Previously, Mr. Kubicko was a loan
officer at Shawmut Bank. Mr. Kubicko received a B.S. from Sacred Heart
University.

ANDREW C. RICHARDSON has served as Senior Vice President--Capital Markets
since March 2000. He joined iStar Financial from Salomon Smith Barney, where he
was a vice president in the global real estate and lodging investment banking
group, providing merger and acquisition advisory services and raising debt and
equity capital for public and private real estate companies. Mr. Richardson's
experience at Salomon Smith Barney also included working in its mergers and
acquisitions group, advising clients in a wide range of industries. Prior to
joining Salomon Smith Barney, Mr. Richardson worked for Ernst & Young and was a
certified public accountant. Mr. Richardson holds an M.B.A. from the University
of Chicago, and a B.B.A. in accountancy from the University of Notre Dame.

STEVEN B. SINNETT has served as Senior Vice President--Capital Markets of
iStar Financial since January 2001, and prior to that served as Vice President
and Controller since November 1999. Mr. Sinnett is responsible for project
finance activities for iStar Financial and its subsidiaries. He previously
served as vice president, controller of TriNet, and in that capacity was
responsible for planning and executing all aspects of financial reporting,
accounting and information technology activities. Prior to joining TriNet, he
was associlated with AMB Institutional Realty Advisors Inc., Meridian Point
Properties, Inc. (a real estate investment trust) and its predecessor, and the
accounting firm of Arthur Young & Co. Mr. Sinnett received a Masters of
Professional Accounting from Georgia State University and a B.S. from the
University of Florida. Mr. Sinnett is a certified public accountant in the State
of California.

ELIZABETH B. SMITH has served as Senior Vice President--Risk Management of
iStar Financial since August 1999. Ms. Smith manages our Dallas office and is
directly responsible for our Central Region
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corporate tenant lease assets. Prior to joining iStar Financial, Ms. Smith was a
vice president for MBL Life Assurance Corporation, managing the rehabilitation
and disposition of a $3 billion debt and equity portfolio located throughout the
United States. Previously, Ms. Smith worked at J.E. Robert Companies, Inc., and
for Sunbelt Savings, FSB, specializing in debt and equity portfolio management.
Ms. Smith holds a B.B.A. degree from the University of Mississippi in Oxford,
Mississippi.

NON-EMPLOYEE DIRECTORS

The following table sets forth the names and current affiliations of our

37



Edgar Filing: ISTAR FINANCIAL INC - Form 424B5

non-employee directors:

NAME AFFILIATION

Willis Andersen, Jl ... eeeeeennenenenns Real estate industry consultant

Jeffrey G. Dishner................... Starwood Capital Group, L.L.C.--Senior Managing Director

Andrew L. FarkasS......eeeeieeeeeeenn. Insignia Financial Group, Inc.--Chairman and Chief Executi
Officer

Madison F. GroSe......veiiiuneeeeenn Starwood Capital Group, L.L.C.--Senior Managing Director a
Co-General Counsel

Robert W. Holman, Jr........oeueueuue.. Pebble Beach Institute--Managing Director

Robin Josephs.....vviiiiiiiiinnn. Ropasada, LLC--Managing Director

Merrick R. Kleeman..........ooveeeennn Starwood Capital Group, L.L.C.--Senior Managing Director

Matthew J. Lustig........oiiiiiion Lazard Freres Real Estate Investors L.L.C.--Managing
Principal

William M. Matthes................... Behrman Capital--Managing Partner

John G. McDonald........ouuvieeennenen. Stanford University—-—-IBJ Professor of Finance in the
Graduate School of Business

Stephen B. Oresman. .......ceoeeeeeeeen. Saltash, Ltd.--Owner and President

George R. Puskar..........iuiiiennn. Lend Lease Real Estate Investments—--Former Chairman of the
Board

Barry S. Sternlicht.................. Starwood Capital Group, L.L.C.--Founder, General Manager,

President and Chief Executive Officer
Starwood Hotels & Resorts Worldwide, Inc.--Chairman and
Chief Executive Officer
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SELLING STOCKHOLDER

This prospectus supplement includes shares relating to the offer and sale
for the account of the selling stockholder described below of an aggregate of
2,000,000 shares of common stock. The following chart shows, according to our
records as of September 30, 2002, the number of shares of common stock
beneficially owned by the selling stockholder and the number of shares of common
stock being offered hereby:

SHARES OF COMMON STOCK SHARES OF COM

OWNED PRIOR TO THE OFFERING OWNED AFTER THE
———————————————————————————— SHARES e
NUMBER OF PERCENTAGE BEING NUMBER OF

SELLING STOCKHOLDER SHARES OF CLASS OFFERED SHARES

SOFI-IV SMT Holdings, L.L.C......... 23,585,538 26.2% 2,000,000 21,585,538

(1) If the underwriters exercise their over-allotment option, SOFI-IV SMT

Holdings, L.L.C. will sell up to an additional 1,500,000 shares to the

underwriters.

SOFI-IV SMT Holdings, L.L.C. is an entity owned by Starwood Opportunity Fund
IV, L.P. Starwood Opportunity Fund IV, L.P. is an investment fund formed on
July 3, 1996. SOFI IV Management, L.L.C. is its general partner. Starwood
Opportunity Fund IV, L.P.'s initial term expires on February 27, 2005, but may
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be extended by the general partner with the consent of its advisory committee
for up to two additional one-year periods.

The selling stockholder is controlled by entities which are controlled by
Barry S. Sternlicht, one of our directors. Jay Sugarman, our Chairman and Chief
Executive Officer, and Jeffrey G. Dishner, Madison F. Grose and Merrick R.
Kleeman, each of whom is a director of iStar Financial, also have interests in
the selling stockholder or entities that control the selling stockholder.
Additional information regarding the selling stockholder may be found in
"Participating Securityholders" and "Certain Relationships Between the Company
and the Participating Securityholders" contained in the accompanying prospectus.
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UNDERWRITING

Subject to the terms and conditions set forth in the underwriting agreement,
dated November 14, 2002, each of the underwriters named below for whom Lehman
Brothers Inc. is acting as the sole book-running manager and Merrill Lynch,
Pierce, Fenner & Smith Incorporated is acting as joint lead manager, has agreed
to purchase from us and the selling stockholder the respective number of shares
opposite their names below:

NUMBER OF

UNDERWRITER SHARES
Lehman Brothers TnC. ..t i ittt ittt ettt ettt eneeaeeens 3,500,000

Merrill Lynch, Pierce, Fenner & Smith

Incorporated. c vt i ettt e e e e e e e e e e e e 2,000,000
Banc of America Securities LLC. ...ttt tnttneeneeneenneens 1,125,000
Bear, StearnNs & CO. INC . ittt teeteeeeeeeneeoeeeeeeneeneeens 1,125,000
Goldman, SAChs & CO. ot ittt ittt ittt ettt ettt et eeeeaeeaeeens 1,125,000
UBS WarbuUrg LLC . & i it ittt ettt et e teeee e eeeeeeeeeeaneeeeenes 1,125,000
o o 10,000,000

The underwriting agreement provides that the underwriters are obligated to
purchase, subject to certain conditions, all of the shares in the offering if
any are purchased, other than those covered by the over-allotment option
described below. The conditions contained in the underwriting agreement include
the requirements that:

— all the representations and warranties made by us to the underwriters are
true;

— there has been no material adverse change in our condition or in the
financial markets; and

- we deliver to the underwriters customary closing documents.
COMMISSIONS AND EXPENSES

The following table shows the underwriting fees to be paid to the
underwriters by us and the selling stockholder in connection with this offering.
These amounts are shown assuming both no exercise and full exercise of the

underwriters' option to purchase additional shares. The underwriting fee is the
difference between the public offering price and the amount the underwriters pay
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to us and the selling stockholder to purchase the shares.

NO EXERCISE FULL EXERCISE

L el = st $1.34 $1.34
1o o= B $13,400,000 $15,410,000

We estimate that the total expenses of this offering, excluding underwriting
discounts and commissions, will be approximately $500,000. SOFI-IV SMT Holdings,
L.L.C., the selling stockholder, will not bear any costs associated with this
offering.

PURCHASES BY AFFILIATES

Some of our officers and directors and their relatives intend to purchase an
aggregate of 85,660 shares of our common stock from the underwriters in this
offering at the public offering price. We will receive all of the proceeds from
any such sales, and the underwriters will not receive any underwriting discount
with respect to such shares.

INDEMNIFICATION

We and the selling stockholder have agreed to indemnify the underwriters
against liabilities relating to the offering, including liabilities under the
Securities Act of 1933 and liabilities arising from breaches of the
representations and warranties contained in the underwriting agreement, and to
contribute to payments that the underwriters may be required to make for these
liabilities.

OVER-ALLOTMENT OPTION

The selling stockholder has granted the underwriters an option to purchase
up to an aggregate of 1,500,000 additional shares at the initial price to the
public less the underwriting discount set forth on the cover page of this
prospectus supplement exercisable to cover over-allotments. If such option is
exercised, each underwriter will be committed, subject to satisfaction of the
conditions specified in the underwriting agreement, to purchase a number of
additional shares proportionate to the underwriters' initial commitment as
indicated in the preceding table, and the selling stockholder will be obligated,
pursuant to the option, to sell these shares to the underwriters.

DISCOUNTS

We have been advised by the underwriters that the underwriters propose to
offer the shares directly to the public at the offering price set forth on the
cover page of this prospectus supplement and to dealers, who may include the
underwriters, at this offering price less a concession not in excess of
$0.81 per share. The underwriters may allow, and the dealers may reallow, a
concession not in excess of $0.10 per share to certain brokers and dealers.
After the offering, the underwriters may change the offering price and other
selling terms.

LOCK-UP

We and the selling stockholder have agreed not to sell or transfer any
shares of common stock or to engage in certain hedging transactions with respect
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to the common stock for a period of 90 days after the date of this prospectus
supplement, without first obtaining the written consent of Lehman

Brothers Inc., except in certain circumstances. SOFI-IV SMT Holdings, L.L.C. has
pledged 22,500,000 shares of common stock owned by it under a $150.0 million
margin loan that is fully recourse to SOFI-IV SMT Holdings, L.L.C. A portion of
the shares pledged under the margin loan will be released by the lender at or
prior to the completion of the offering. In the event that SOFI-IV SMT Holdings,
L.L.C. were to default in the performance of its obligations under the loan, the
lender could foreclose upon those pledged shares and sell them in the open
market at any time.

PRICE STABILIZATION AND SHORT POSITIONS

The representatives may engage in over-allotment transactions, stabilizing
transactions and syndicate covering transactions for the purpose of pegging,
fixing or maintaining the price of the common stock, in accordance with
Regulation M under the Securities Exchange Act of 1934.

— Stabilizing transactions permit bids to purchase the underlying security
so long as the stabilizing bids do not exceed a specified maximum.

— Over—allotment transactions involve sales by the underwriters of the
shares in excess of the number of shares the underwriters are obligated to
purchase, which creates a syndicate short position. The short position may
be either a covered short position or a naked short position. In a covered
short position, the number of shares over—-allotted by the underwriters is
not greater than the number of shares they may purchase in the
over—-allotment option. In a naked short position, the number of shares
involved is greater than the number of shares in the over—-allotment
option. The underwriters may close out any short position by either
exercising their
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over—allotment option and/or purchasing shares in the open market. Similar
to other purchase transactions, the underwriters' purchases to cover the
syndicate short sales may have the effect of raising or maintaining the
market price of the shares or preventing or retarding a decline in the
market price of the shares. As a result, the price of the shares may be
higher than the price that might otherwise exist in the open market.

- Syndicate covering transactions involve purchases of the shares in the
open market after the distribution has been completed in order to cover
syndicate short positions. In determining the source of the shares to
close out the short position, the underwriters will consider, among other
things, the price of shares available for purchase in the open market as
compared to the price at which they purchase shares through the
over—allotment option. If the underwriter sells more shares than could be
covered by the over-allotment option, a naked short position, the position
can only be closed out by buying shares in the open market. A naked short
position is more likely to be created if the underwriters are concerned
that there could be downward pressure on the price of the shares in the
open market after pricing that could adversely affect investors who
purchase in the offering.

These stabilizing transactions and syndicate short covering transactions may
cause the price of our common stock to be higher than the price that might
otherwise exist in the open market. These transactions may be effected on the
New York Stock Exchange or otherwise and, if commenced, may be discontinued at
any time.

Neither we nor any of the underwriters make any representation or prediction
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as to the direction or magnitude of any effect that the transactions described
above may have on the price of our common stock. In addition, neither we nor any
of the underwriters make any representation that the representatives will engage
in these stabilizing transactions or that any transaction, once commenced, will
not be discontinued without notice.

ELECTRONIC DISTRIBUTION

A prospectus in electronic format may be made available on the Internet
sites or through other online services maintained by one or more of the
underwriters and/or selling group members participating in this offering, or by
their affiliates. In those cases, prospective investors may view offering terms
online and, depending upon the particular underwriter or selling group member,
prospective investors may be allowed to place orders online