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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

Capital Lease Funding, Inc. and Subsidiaries
Consolidated Balance Sheets

As of March 31, 2007 (unaudited) and December 31, 2006

(Amounts in thousands, except share and per share amounts)
Assets

Real estate investments, net

Loans held for investment

Securities available for sale

Cash and cash equivalents

Asset held for sale

Structuring fees receivable

Other assets

Total Assets

Liabilities and Stockholders' Equity

Mortgages on real estate investments

Collateralized debt obligations

Repurchase agreement and other short-term financing obligations
Other long-term debt

Intangible liabilities on real estate investments
Accounts payable, accrued expenses and other liabilities
Dividends and distributions payable

Total liabilities

Minority interest

Commitments and contingencies

Stockholders' equity:

Preferred stock, $0.01 par value, 100,000,000 shares authorized, Series A
cumulative redeemable preferred, liquidation preference $25.00 per share,

1,400,000 shares issued and outstanding
Common stock, $0.01 par value, 500,000,000 shares authorized,

34,413,061 and 34,091,829 shares issued and outstanding, respectively

Additional paid in capital

Accumulated other comprehensive loss
Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

$

As Of
March 31,
2007

1,160,110 $
269,273
182,334

10,044
5,413
3,093

71,538

1,701,805 $

829,580 $
268,199
224,427
30,930
19,766
17,296
7,646
1,397,844
2,806

33,657

344
271,268
(4,114)
301,155

1,701,805 $

See notes to consolidated financial statements.

As Of
December 31,
2006

1,115,001
273,170
183,066

4,425
2,942
3,253
62,443
1,644,300

794,773
268,190
195,485
30,930
19,693
17,132
7,582
1,333,785
2,859

33,657

341
277,918
(4,260)
307,656
1,644,300
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Capital Lease Funding, Inc. and Subsidiaries
Consolidated Income Statements

(Unaudited)
For the Three Months
Ended March 31
(Amounts in thousands, except per share amounts) 2007 2006
Revenues:
Rental revenue $ 24,122 $ 17,022
Interest income from loans and securities 8,401 8,214
Property expense recoveries 2,492 1,910
Gains on sale of mortgage loans and securities - 645
Other revenue 149 557
Total revenues 35,164 28,348
Expenses:
Interest expense 19,051 14,025
Property expenses 4,320 3,565
(Gain) loss on derivatives 11 4
General and administrative expenses 2,610 2,343
General and administrative expenses-stock based compensation 323 671
Depreciation and amortization expense on real property 8,203 5,378
Loan processing expenses 73 67
Total expenses 34,591 26,045
Income before minority interest and taxes 573 2,303
Minority interest in consolidated entities 1 -
Income from continuing operations 574 2,303
Income from discontinued operations 44 49
Net income 618 2,352
Dividends allocable to preferred shares (711) (711)
Net income (loss) allocable to common stockholders $ (93) $ 1,641
Earnings per share:
Net income (loss) per common share, basic and diluted $ (0.00) $ 0.06
Weighted average number of common shares outstanding, basic and
diluted 34,122 27,893
Dividends declared per common share $ 0.20 $ 0.20
Dividends declared per preferred share $ 0.51 $ 0.51

See notes to consolidated financial statements.
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Capital Lease Funding, Inc. and Subsidiaries
Consolidated Statement of Changes in Stockholders’ Equity
(Unaudited)

(in thousands)

Accumulated
Other
Common  Additional Comprehensive
Preferred Stock Paid-In Income Retained
Stock at Par Capital (Loss) Earnings
Balance at December 31,
2006 $ 33,657 $ 341 $ 277,918 $ (4,260)$ -$
Incentive stock plan
compensation expense - - 323 - -
Incentive stock plan grants
issued - 3 3) - -
Net income - - - - 618
Issuance of common stock - - 5 - -
Dividends declared-preferred - - - - (711)
Dividends declared-common - - (6,975) - 93
Unrealized change in value of
securities available for sale - - - (253) -
Unrealized change in value of
derivatives - - - (110) -
Realized gains (losses) on
derivatives, net of
amortization of $302 - - - 509 -
Balance at March 31, 2007 $ 33,657 $ 344 $ 271,268 $ 4,114)$ -$

See notes to consolidated financial statements.

Total
307,656

323

618

5
(711)
(6,882)

(253)

(110)

509
301,155
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Capital Lease Funding, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

(Unaudited)
(in thousands)

Operating activities

Net income

Adjustments to reconcile net income to cash provided by (used in)
operating activities:

Depreciation and amortization

Amortization of stock based compensation

Amortization of above and below market leases

Minority interest in consolidated entities

Gain on sale of loans and securities

Loss on sale of real estate properties

(Gain) loss on derivatives

Straight-lining of rents

Amortization of discounts/premiums, and origination fees/costs
Amortization of debt issuance costs and fair market value of debt
assumed

Changes in operating assets and liabilities:

Structuring fees receivable

Other assets

Accounts payable, accrued expenses and other liabilities
Deposits and escrows

Amounts due to servicer

Net cash provided by (used in) operating activities

Investing activities

Proceeds from sale of loans

Additions to loans held for investment

Principal received from borrowers

Origination costs on lending investments

Principal amortization on securities available for sale

Proceeds from sale of real estate investments

Purchases of real estate investments

Real estate improvements, additions and construction in progress
Deposits on potential equity investments

Return of deposits on potential equity investments

Purchases of furniture, fixtures, equipment and leasehold improvements
Net cash used in investing activities

Financing activities

Borrowing under repurchase agreement and other short-term financing
obligations

Repayment of repurchase agreement and other short-term financing
obligations

Borrowings from mortgages on real estate investments

For the Three Months
Ended March 31,
2006

2007

618

8,334

323
(220)
(1)

55

11
(2,059)
(109)

378

160
(3,094)

377
(70)
(172)

4,531

(164)
4,076
572
2,887
(58,308)
(169)
(5,500)
1,500
(32)
(55,138)

30,420

(1,478)
35,952

2,352

5,413
671
(166)

(645)
(4)
(2,971)
(138)

380

148
(7,595)
(905)
(1,683)

(5,143)

78,645
(98,020)
46,944

85
377

(160,609)
(4,750)
(4,000)

4,000
(13)
(137,341)

84,893

(22,363)
71,700

7
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Repayments of mortgages on real estate investments

Debt issuance costs

Escrows held with mortgage lender

Funds provided by (used in) hedging and risk management activities
Common stock issued, net of offering costs

Cash distributions to minority limited partners

Dividends paid on common and preferred stock

Changes in amounts due from affiliates

Net cash provided by financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period $

See notes to consolidated financial statements.

(1,059
(228

196

5

(53
(7,529

56,226
5,619
4,425

10,044

)
)

)
)

(304)

(182)
6,144

(18)

(6,253)
19
133,636

(8,848)
19,316
10,468
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Capital Lease Funding, Inc. and Subsidiaries
Consolidated Statements of Cash Flows - continued
(Unaudited)

(in thousands)

For the Three Months
Ended March 31,
2007 2006
Supplemental disclosure of cash flow information
Cash paid for interest expense (excluding capitalized interest) $ 18,080 $ 12,496
Distributions declared but not paid 53 -
Dividends declared but not paid 7,593 6,347
Supplemental disclosure of noncash operating, investing and
financing information
Unrealized gain (loss) on cash flow hedges $ (110) $ 3,559
Unrealized gain (loss) on available-for-sale securities (253) (3,218)
Value of in-place leases and above-market leases acquired 4,840 14,000
Value of below-market leases acquired 434 1,878

See notes to consolidated financial statements.
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Capital Lease Funding, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
(Dollar amounts in thousands, except per share amounts)

March 31, 2007 (unaudited)
1. Organization

Capital Lease Funding, Inc. (“CLF, Inc.” and collectively with its majority-owned subsidiaries, the “Company”) is a
diversified real estate investment trust, or REIT, that invests primarily in single tenant commercial real estate assets
subject to long-term leases to high credit quality tenants. The Company focuses on properties that are subject to a net
lease, or a lease that requires the tenant to pay all or substantially all expenses normally associated with the ownership
of the property (such as utilities, taxes, insurance and routine maintenance) during the lease term. The Company also
has made and expects to continue to make investments in single tenant properties where the owner has exposure to
property expenses when it determines it can sufficiently underwrite that exposure and isolate a predictable cash flow.

The Company invests at all levels of the capital structure of net lease or other single tenant properties, including
equity investments in real estate (owned real properties), debt investments (mortgage loans and net lease mortgage
backed securities) and mezzanine investments secured by net leased or other single tenant real estate collateral.

CLF, Inc. is organized and conducts its operations to qualify as a REIT for federal income tax purposes. As such, it
generally will not be subject to federal income tax on that portion of its income that is distributed to stockholders if it
distributes at least 90% of its REIT taxable income to its stockholders by prescribed dates and complies with various
other requirements.

CLF, Inc. conducts its business through a variety of subsidiaries, including its predecessor and operating partnership,
Caplease, LP. CLF, Inc. is the indirect sole general partner of, and owns approximately 98.5% of the common equity
of, Caplease, LP.

The accompanying consolidated financial statements and related notes of the Company have been prepared in
accordance with accounting principles generally accepted in the United States for interim financial reporting and the
instructions to Form 10-Q and Rule 10-01 of Regulation S-X. Accordingly, certain information and footnote
disclosures normally included in the financial statements prepared under accounting principles generally accepted in
the United States have been condensed or omitted. In the opinion of management, all adjustments considered
necessary for a fair presentation of the Company’s financial position, results of operations and cash flows have been
included and are of a normal and recurring nature. The operating results presented for interim periods are not
necessarily indicative of the results that may be expected for any other interim period or for the entire year. These
financial statements should be read in conjunction with the Company’s consolidated financial statements for the fiscal
year ended December 31, 2006 and notes thereto, included in the Company’s Form 10-K filed with the SEC on March
7,2007.

2. Summary of Significant Accounting Policies
Basis of Presentation and Principles of Consolidation
The accompanying consolidated financial statements are prepared in accordance with accounting principles generally
accepted in the United States and include the assets, liabilities, and results of operations of CLF, Inc. Results of

operations of properties acquired are included in the Consolidated Income Statements from the date of acquisition. All
significant intercompany transactions, balances and accounts have been eliminated in consolidation.

10
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Loan Investments

The Company classifies its loans as long-term investments, as its strategy is to hold the loans for the foreseeable
future or until maturity. Loan investments are carried on the Company’s Balance Sheet at cost (unpaid principal
balance adjusted for unearned discount or premium and loan origination fees). Unearned discounts or premiums and
loan origination fees are amortized as a component of interest income using the effective interest method over the life
of the loan.

The Company periodically evaluates each of its loans held for investment for possible impairment. Impairment is
indicated when it is deemed probable that the Company will be unable to collect all amounts due according to the
contractual terms of the asset. Upon determination of impairment, the Company must establish a specific valuation
allowance with a corresponding charge to earnings. Significant judgment is required both in determining impairment
and in estimating the resulting loss allowance. In determining impairment and any loan loss allowance, the Company
evaluates factors such as the present value of future cash flows on the loans, the fair market value of any collateral,
and the amount and status of any senior debt. As of March 31, 2007, the Company had no loss allowances on any of
the loans in its portfolio.

7

11
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Capital Lease Funding, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
(Dollar amounts in thousands, except per share amounts)

March 31, 2007 (unaudited)
Purchase Accounting for Acquisition of Real Estate
The Company’s purchase price of rental real estate acquired is allocated to the following based on fair values:
- acquired tangible assets, consisting of land, building and improvements; and

- identified intangible assets and liabilities, consisting of above-market and below-market leases, in-place leases and
tenant relationships.

In estimating the fair value of the tangible and intangible assets acquired, the Company considers information
obtained about each property as a result of its due diligence activities and other market data, and utilizes various
valuation methods, such as estimated cash flow projections utilizing appropriate discount and capitalization rates,
estimates of replacement costs, and available market information. The fair value of the tangible assets of an acquired
property considers the value of the property as if it were vacant.

Above-market and below-market lease values for acquired properties are recorded based on the present value of the
differences between (i) the contractual amounts to be paid pursuant to each in-place lease and (ii) management’s
estimate of fair market lease rates for each corresponding in-place lease. Fair market lease rates are measured over a
period equal to the remaining term of the lease for above-market leases and the initial term plus the term of any
below-market rate renewal options for below-market leases. In computing present value, the Company uses a discount
rate which reflects the risks associated with the leases acquired. The capitalized above-market lease values are
amortized as a reduction of base rental revenue over the remaining term of the respective leases, and the capitalized
below-market lease values are amortized as an increase to base rental revenue over the remaining initial terms plus the
terms of any below-market renewal options of the respective leases.

Other intangible assets acquired include amounts for in-place lease values and tenant relationship values which are
based on management’s evaluation of the specific characteristics of each tenant’s lease and the Company’s overall
relationship with the respective tenant. Factors considered by management in its analysis of in-place lease values
include an estimate of carrying costs during the hypothetical expected time it would take management to find a tenant
to lease the space for the existing lease term (a “lease-up period”) considering current market conditions, and costs to
execute similar leases. Management estimates carrying costs, including such factors as real estate taxes, insurance and
other operating expenses during the expected lease-up period, considering current market conditions and costs to
execute similar leases. In estimating costs to execute similar leases, management considers leasing commissions and
other related expenses. Characteristics considered by management in valuing tenant relationships include the nature
and extent of the Company’s existing business relationships with the tenant, growth prospects for developing new
business with the tenant, the tenant’s credit quality and expectations of lease renewals. The value of in-place leases is
amortized to expense over the remaining initial terms of the respective leases. The value of tenant relationship
intangibles is amortized to expense over the anticipated life of the relationships. Through March 31, 2007, the
Company has assigned no value to tenant relationships on any of its acquisitions.

For property acquisitions where the Company assumes existing mortgage debt, the debt is recorded at its fair value,

based on management’s estimate of current market yields available for comparable financing. The Company amortizes
any discount or premium as part of interest expense on the related debt using the effective interest method.

12
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Real estate taxes, insurance and interest expense on properties that are under development are capitalized in
accordance with the Financial Accounting Standards Board (“FASB”) Statement of Financial Accounting Standards

(“SFAS”) No. 34, Capitalization of Interest Cost and SFAS No. 67, Accounting for Costs and Initial Rental Operations
of Real Estate Projects.

8
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Capital Lease Funding, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
(Dollar amounts in thousands, except per share amounts)

March 31, 2007 (unaudited)

Depreciation is determined by the straight-line method over the remaining estimated economic useful lives of the
properties. The Company generally depreciates buildings and building improvements over periods not exceeding 40
years. Direct costs incurred in acquiring properties are capitalized. Expenditures for maintenance and repairs are
charged to operations as incurred. Significant renovations which extend the useful life of the properties are capitalized.

Securities Available for Sale

In accordance with SFAS No. 115, Accounting for Certain Investments in Debt and Equity Securities, the Company
classifies securities which it intends to hold for an indefinite period of time as securities available for sale. These
securities are reported at fair value on the Company’s Consolidated Balance Sheets, with unrealized gains and losses
included in other comprehensive income, and other than temporary impairments included in current earnings on the
Consolidated Income Statement. Purchase premiums and discounts are amortized as a component of interest income
using the effective interest method over the terms of the securities. In estimating other-than-temporary impairment
losses, management considers (1) the length of time and the extent to which the fair value has been below cost, (2) the
financial condition and near-term prospects of the underlying credit and (3) the intent and ability of the Company to
retain its investment in the underlying credit for a period of time sufficient to allow for anticipated recovery in fair
value. The Company had no losses on securities charged to the Income Statement during the quarters ended March 31,
2007 and March 31, 2006.

Deferred Origination Fees and Costs

In accordance with SFAS No. 91, Accounting for Nonrefundable Fees and Costs Associated with Originating or
Acquiring Loans and Initial Direct Costs of Leases, the Company defers the recognition of fees and expenses
associated with the origination of its loans held for investment. These items include lender fee income, rate lock
income, direct loan origination costs, certain legal fees, insurance costs, rating agency fees and certain other expenses.
Deferred fees and costs are recognized as an adjustment to the effective yield over the life of the related asset.

Cash and Cash Equivalents

The Company defines cash equivalents as highly liquid investments purchased with maturities of three months or less
at date of purchase. From time to time, the Company’s account balance held at financial institutions exceeds Federal
Depository Insurance Corporation (“FDIC”) insurance coverage and, as a result, there is a concentration of credit risk
related to the balance on deposit in excess of FDIC insurance coverage. The Company believes that the risk of loss is
not significant.

Revenue Recognition

Rental revenue on real estate is recognized in accordance with SFAS No. 13, Accounting for Leases. Rental revenue is
recognized on a straight-line basis over the non-cancelable term of the lease unless another systematic and rational
basis is more representative of the time pattern in which the use benefit is derived from the leased property. This

includes the effects of rent steps and rent abatements under the leases.

Interest income from loans, securities, and structuring fees receivable, is recognized on the accrual basis of
accounting. Interest income from securities (including interest-only strips) is recognized over the life of the

14
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investment using the effective interest method. The cost basis of interest-only strips is adjusted to reflect any
prepayments from underlying assets, using the initial yield-to-maturity at the purchase date.

Gains are recognized on the sale of loans and securities in accordance with the requirements of SFAS No. 140. The
Company may from time to time split its mortgage loan investments into two notes-a real estate note and a corporate
credit note. In these instances, the Company will generally sell the real estate note to a third party and retain the
corporate credit note in portfolio. The Company computes gain on these sales by comparing the sales proceeds on the
note sold to its cost basis. The Company computes its cost basis on the note sold by allocating the entire basis in the
loan between the two notes based on the present value of expected cash flows on each note. In computing present
values, management estimates a discount rate based on a benchmark rate plus a market spread based on the credit of
the underlying tenant. These estimates reflect market rates that management believes are reasonable. However, the use
of different estimates could have an impact on the calculation of gain on sale revenue.

9
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Capital Lease Funding, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
(Dollar amounts in thousands, except per share amounts)

March 31, 2007 (unaudited)

The Company may periodically receive breakup fees on contracts in connection with its investments in real estate.
The Company recognizes revenues from contract breakup fees when the contractual conditions have occurred to
trigger the receipt of such a fee, when the amounts of such revenue can be reasonably determined, and when collection
is probable.

Impairment of Long-Lived Assets

In accordance with SFAS No. 144 Accounting for the Impairment or Disposal of Long-Lived Assets, the Company
reviews its investment in long-lived assets (owned real properties) for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. The Company began acquiring
owned real properties in the third quarter of 2004. The Company recognized no impairment losses on long-lived assets
during the quarters ended March 31, 2007 and March 31, 2006.

Income Taxes

CLF, Inc. is subject to federal income taxation at corporate rates on its “REIT taxable income.” However, CLF, Inc. is
allowed a deduction for the amount of dividends paid to its stockholders, thereby subjecting the distributed net income
of CLF, Inc. to taxation at the stockholder level only. CLF, Inc. intends to continue to operate in a manner consistent
with and it has elected to be treated as a REIT for tax purposes. From time to time, the Company may conduct a
portion of its business through a taxable REIT subsidiary (“TRS”), and the income from the activities of the TRS is
subject to federal and state taxation at the applicable corporate rates.

Earnings per Share

In accordance with SFAS No. 128, Earnings per Share, the Company presents both basic and diluted earnings per
share (“EPS”). Basic EPS excludes dilution and is computed by dividing net income allocable to common stockholders
by the weighted average number of shares outstanding for the period. Diluted earnings per share reflects the potential
dilution that could occur if securities or other contracts to issue common stock were exercised or converted into
common stock, where such exercise or conversion would result in a lower EPS amount.

The following summarizes the Company’s EPS computations for the quarters ended March 31, 2007 and March 31,
2006 (in thousands, except per share amounts):

For the three months

ended March 31,
2007 2006

Net income (loss) allocable to common

stockholders $ 93 $ 1,641
Weighted average number of common shares

outstanding, basic and diluted 34,122 27,893
Earnings (loss) per share, basic and diluted $ (0.00) $ 0.06
Non-vested shares included in weighted

average number of shares outstanding above 700 581

16
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Recently Issued Accounting Pronouncements

In July 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an Interpretation
of FASB Statement No. 109 (“FIN 48”). FIN 48 clarifies the accounting for uncertainty in income taxes recognized in a
company’s financial statements and prescribes a recognition threshold and measurement attribute for the financial
statement recognition and measurement of a tax position taken or expected to be taken in a tax return. FIN 48 also
provides guidance on description, classification, interest and penalties, accounting in interim periods, disclosure and
transition. The Company’s adoption of FIN 48 on January 1, 2007 did not have a material effect on its consolidated
financial statements.

10
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Capital Lease Funding, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
(Dollar amounts in thousands, except per share amounts)

March 31, 2007 (unaudited)
Reclassifications

Certain prior year amounts have been reclassified to conform to the current presentation. There was no effect on net
income or equity related to these reclassifications.

3. Loans Held for Investment

Loans held for investment at March 31, 2007 and December 31, 2006, are summarized in the following table. These
investments consist predominantly of mortgage loans on properties subject to leases to investment grade tenants. As of
March 31, 2007, the weighted average credit rating of the underlying tenants was BBB+ from Standard & Poor’s. As
of March 31, 2007, none of the Company’s loans held for investment were on non-accrual status or past due 90 days or
more.

Mar 31, 2007 Dec 31, 2006
Unaudited
Principal $ 268,358 $ 272,271
Premium 1,794 1,814
Carrying amount of loans 270,152 274,085
Deferred origination fees, net (879) 915)
Total $ 269,273 $ 273,170

From time to time, the Company makes mezzanine loan and other investments. These investments are typically
shorter-term in nature and are often subordinate to other financing. As of March 31, 2007, these investments
aggregated $7,027, and are included in the table above.

During June 2006, the Company entered into a revolving credit agreement with a third party borrower. The Company
agreed to fund loans from time to time of up to $12,000 to support the borrower’s capital contributions to a joint
venture that makes franchise loans to franchisees of YUM! Brands, Inc. restaurant concepts such as Taco Bell,
Kentucky Fried Chicken and Pizza Hut. During August 2006, the Company also made a $6,648 bridge loan to an
affiliated entity of the credit agreement borrower to support a franchise loan made outside the joint venture. The
bridge loan matured and was paid off in March 2007. As of March 31, 2007, the Company had advanced $5,879 under
the revolving credit agreement. Loans made under these programs have been classified as mezzanine loans by the
Company.

At each of March 31, 2007, and December 31, 2006, the Company’s loan investments carried interest rates ranging
from 5.28% to 10.00%. At March 31, 2007 and December 31, 2006, the weighted average effective interest rate on the
Company’s loan investments, as measured against its cost basis, was 6.78% and 6.85%, respectively.

4. Real Estate Investments

Real estate held for investment and related intangible liabilities on real estate investments consisted of the following at
March 31, 2007 and December 31, 2006:

11
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Capital Lease Funding, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
(Dollar amounts in thousands, except per share amounts)

March 31, 2007 (unaudited)

Mar 31, 2007 Dec 31, 2006
Unaudited

Real estate investments, at cost:
Land $ 189,006 $ 177,726
Building and improvements 890,776 852,495
Intangible assets under SFAS 141 126,210 122,481
Less: Accumulated depreciation and amortization (45,972) (37,701)
Real estate investments, net $ 1,160,110 $ 1,115,001
Intangible liabilities on real estate investments:
Intangible liabilities under SFAS 141 $ 22,107 $ 21,674
Less: Accumulated amortization (2,341) (1,981)
Intangible liabilities on real estate investments, net $ 19,766 $ 19,693

Acquisition costs capitalized as part of buildings and improvements were $95 for the quarter ended March 31, 2007,
and $1,116 for the quarter ended March 31, 2006. Interest capitalized as part of buildings and improvements was $0
for the quarter ended March 31, 2007, and $0 for the quarter ended March 31, 2006.

Amounts for accrued rental income and deferred rental income as of March 31, 2007 and December 31, 2006, were as
follows:

Mar 31, 2007 Dec 31, 2006
Unaudited
Accrued Rental Income $ 17,013 $ 15,069
Deferred Rental Income 45 160

Accrued rental income is included in other assets on the Company’s Consolidated Balance Sheet. Deferred rental
income is included in accounts payable, accrued expenses and other liabilities on the Company’s Consolidated Balance
Sheet.

Depreciation expense and amortization of intangible assets and liabilities on real estate investments for the quarters
ended March 31, 2007 and March 31, 2006, were as follows:

For the three months

ended March 31,

2007 2006
Depreciation on real estate (included in
depreciation and amortization expense) $ 5,645 $ 3,635
Amortization of in-place leases (included in
depreciation and amortization expense) 2,601 1,743
Amortization of above-market leases (included
as a reduction of rental revenue) 140 106
Amortization of below-market leases (included
as a component of rental revenue) 360 273
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As of March 31, 2007, the Company’s weighted average amortization period on intangible assets was 11.5 years, and
the weighted average amortization period on intangible liabilities was 19.1 years.
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Capital Lease Funding, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
(Dollar amounts in thousands, except per share amounts)

March 31, 2007 (unaudited)

Scheduled amortization on existing intangible assets and liabilities on real estate investments as of March 31, 2007 is
as follows:

Intangible Intangible

Assets Liabilities
9 Months Ending December 31, 2007 $ 8,252 $ 1,087
2008 11,003 1,450
2009 11,003 1,450
2010 11,003 1,450
2011 11,003 1,450
Thereafter 59,453 12,879
$ 111,717 $ 19,766

The Company’s analysis of intangible assets and liabilities in connection with the acquisition of real estate properties
acquired during the three months ended March 31, 2007 is preliminary.

All of the Company’s owned properties are pledged as collateral for its related long-term financings of those assets,
with the exception of the Cott Corporation property in Reading, Pennsylvania, which was not financed as of March
31, 2007. The Company owns and finances each owned property through a separate and distinct single purpose entity,
or SPE, with each property and the related lease or leases on the property generally representing the sole assets of the
SPE and the sole collateral available to the Company’s lender in the event the Company defaults on the debt that
finances the property. Also see Note 11.

During the quarter ended March 31, 2007, the Company completed the following real estate acquisitions:

Month Net Rentable
Acquired Tenant or Guarantor Location Purchase Price Lease Expires  Square Feet
County of Yolo, 25 North Cottonwood Street,
January California Woodland, CA $ 16,400 June 2023 63,000
3039-3041 Cochran Street, January
January Farmers Group, Inc. Simi Valley, CA 41,812 2017 271,000
$ 58,212

5. Asset Held for Sale

During the fourth quarter of 2005, the Company acquired a portfolio of three office properties from Allstate Insurance
Company in a sale/leaseback transaction. The smallest of the three buildings i