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Cautionary Note Regarding Forward-Looking Statements

The following report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the
Securities Act ), and Section 21E of the Securities Exchange Act of 1934, as amended (the Exchange Act ). Forward-looking statements are

statements that predict or describe future events or trends and that do not relate solely to historical matters. All of our projections in this

Quarterly Report on Form 10-Q are forward-looking statements, including our projections regarding the amount and timing of liquidating

distributions. You can generally identify forward-looking statements as statements containing the words believe , expect , will , anticipate , inter
estimate , project , assume or other similar expressions. You should not place undue reliance on our forward-looking statements because the

matters they describe are subject to known (and unknown) risks, uncertainties and other unpredictable factors, many of which are beyond our

control. Our forward-looking statements are based on the limited information currently available to us and speak only as of the date on which

this Quarterly Report on Form 10-Q was filed with the Securities and Exchange Commission (the SEC ). Our continued internet posting or

subsequent distribution of this dated report does not imply continued affirmation of the forward-looking statements included in it. We undertake

no obligation, and we expressly disclaim any obligation, to issue any updates to our forward-looking statements, even if subsequent events cause

our expectations to change regarding the matters discussed in those statements. Future events are inherently uncertain. Accordingly, our

projections in this Quarterly Report on Form 10-Q are subject to particularly high uncertainty. Our projections should not be regarded as legal

promises, representations or warranties of any kind whatsoever. Over time, our actual results, performance or achievements will likely differ

from the anticipated results, performance or achievements that are expressed or implied by our forward-looking statements, and such differences

might be significant and harmful to our stockholders interests. Many important factors that could cause such a difference are described under the

caption Risk Factors in Part II, Item 1A of this Quarterly Report on Form 10-Q, each of which you should review carefully.
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GOLF TRUST OF AMERICA, INC.
CONDENSED CONSOLIDATED STATEMENTS OF NET ASSETS (LIQUIDATION BASIS)

AS OF SEPTEMBER 30, 2007 (unaudited) AND DECEMBER 31, 2006

September 30, December 31,
2007 2006*
(in thousands)
ASSETS
Real estate held for sale $ 6,801 $ 55,592
Cash and cash equivalents 7,219 2,224
Cash in escrow 2,000
Receivables net 413 2,892
Due from Salamander 1,387
Other assets 293 5,370
Total assets 18,113 66,078
LIABILITIES
Debt 4,100 4,872
Accounts payable and other liabilities 1,553 13,408
Other obligations 10,648
Reserve for estimated costs during the period of liquidation 1,258 3,285
Total liabilities 6,911 32,213

Commitments and contingencies
Preferred stock, $.01 par value, 10,000,000 shares authorized, 800,000 shares issued and

outstanding 20,000
Total liabilities and preferred stock 6,911 52,213
NET ASSETS IN LIQUIDATION (available to holders of common stock and

OP units) $ 11,202 $ 13,865
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* Derived from audited condensed consolidated financial statements

See accompanying notes to condensed consolidated financial statements.
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GOLF TRUST OF AMERICA, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS (LIQUIDATION BASIS)

FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2007 AND 2006

Net assets in liquidation, beginning of period

Changes in net assets in liquidation:

Adjustments to liquidation reserve:

Operating loss

Net interest expense

Decrease in reserve for estimated liquidation costs and capital expenditures
Subtotal of adjustments to liquidation reserve

Increase in fair value of real estate and other assets

Decrease in fair value of other assets

Decrease in fair value of other obligations

Value of common stock and operating partnership units redeemed
Changes in net assets in liquidation

Net assets in liquidation, end of period

See accompanying notes to condensed consolidated financial statements.

Three Months Ended
September 30, 2007

Three Months Ended
September 30, 2006

(in thousands, unaudited)

11,470

(1,286)
(132)
1,102
(316)
448
(400)

(268)
11,202

$

13,432

(2,966)

(376)
2,342

(1,000)

79
(18)
(939)

12,493
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GOLF TRUST OF AMERICA, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS (LIQUIDATION BASIS)

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2007 AND 2006

Net assets in liquidation, beginning of period

Changes in net assets in liquidation:

Adjustments to liquidation reserve:

Operating income

Net interest expense

Increase in reserve for estimated liquidation costs and capital expenditures
Subtotal of adjustments to liquidation reserve

(Decrease) increase in fair value of real estate

Decrease in fair value of other assets

Decrease in fair value of other obligations

Value of common stock and operating partnership units redeemed
Forgiveness of preferred stock obligation

Changes in net assets in liquidation

Net assets in liquidation, end of period

See accompanying notes to condensed consolidated financial statements.

Nine Months
Ended
September 30, 2007

Nine Months
Ended
September 30, 2006

(in thousands, unaudited)

13,865

810
(934)
(1,577)
(1,701)
(3,062)
(400)

2,500
(2,663)
11,202

$

13,782

554
(1,024)
(1,254)
(1,724)
374

79
(18)

(1,289)
12,493

10
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GOLF TRUST OF AMERICA, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (LIQUIDATION BASIS)

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2007 AND 2006

Nine Months

Ended

September 30,

2007

(in thousands, unaudited)

Cash flows from changes in net assets in liquidation and operating activities:
Changes in net assets in liquidation $
Adjustments to reconcile change in net assets in liquidation to net cash provided by
operating activities:

Increase in liquidation reserve and changes in fair value of real estate and non-real
estate assets and forgiveness of preferred stock obligation

Cancellation of common shares

Provision for bad debts

Non-cash interest

Other changes in operating assets and liabilities

Decrease in liquidation liabilities

Net cash used in operating activities

Cash flows from investing activities:

Resort and golf course improvements

Restricted cash

Proceeds from asset sales

Decrease in notes receivable

Net cash provided by investing activities

Cash flows from financing activities:

Proceeds from debt

Redemption of outstanding preferred stock

Repayments on debt and capital lease obligations

Net cash used in financing activities

Net increase in cash

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period $
Supplemental Disclosure of Cash Flow Information:
Interest paid during the period $

Non-cash transactions:

Discount on Westin long-term obligation
Discount on preferred stock obligation
Assets acquired through capital leases

@ PH o

(2,663)

2,624

7

337
(13,108)
(3,505)
(16,308)

(426)
(2,000)
41,852

39,426

320
(17,500)
(943)
(18,123)
4,995
2,204
7,219

889
191

2,500
498

See accompanying notes to condensed consolidated financial statements.

$

@ BB

Nine Months

September 30,

(1,289)

835

18

349

587
(449)
(1,945)
(1,894)

(199)

1,037
3,067
3,905

(1,043)

(1,043)
968
2,822
3,790

593

181

11
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GOLF TRUST OF AMERICA, INC.
Quarterly Report on Form 10-Q
For the Three and Nine Months Ended September 30, 2007
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

1. Plan of Liquidation and the Resort

On February 25, 2001, the Company s board of directors (the Board ) adopted, and, on May 22, 2001, the Company s common and preferred
stockholders approved, a plan of liquidation for the Company. The plan of liquidation contemplated the sale of all of the Company s assets and
the payment of, or provision for, the Company s liabilities and expenses, and authorized the Company to establish a reserve to fund the
Company s contingent liabilities. As of November 2, 2007, the Company had sold 45 of the 47 (eighteen-hole equivalent) golf courses in which
the Company once held interests pursuant to the plan of liquidation.

On July 15, 2004, the Company entered into a settlement agreement (the Settlement Agreement ) with Golf Trust of America, L.P. and GTA-IB,
LLC ( GTA-IB ), and Golf Host Resorts, Inc., our former unaffiliated borrower ( GHR ), Golf Hosts, Inc., Golf Host Management, Inc., Golf Host
Condominium, Inc. and Golf Host Condominium, LLLC, and took control of the Innisbrook Resort and Golf Club (the Resort ). The settlement

was accounted for using methods consistent with purchase accounting in accordance with Statement of Financial Accounting Standards, or

SFAS, No. 141 Business Combinations . As a result of the settlement, the financial results of GTA-IB, the Company s wholly owned subsidiary
that held title to the Resort, are consolidated in the Company s financial statements commencing July 16, 2004.

On January 21, 2005, we engaged Houlihan Lokey as our then financial advisor for an initial term of nine months to provide financial advisory
services to us in furtherance of our stockholder-approved plan of liquidation. The Company s liquidation could have occurred through the sale of
our assets, merger or otherwise in order to allow us to maximize value to our stockholders. In addition, subject to appropriate approvals, we
could pursue a recapitalization. The engagement was extended on a month-to-month basis until June 29, 2006. Since an exit transaction had not
occurred by June 29, 2006, the Company terminated the engagement with Houlihan Lokey. A tail period following the termination of the
engagement during which Houlihan Lokey might still have been due a transaction fee expired on February 28, 2007; therefore, no obligation for
financial advisor fees to them existed after that date. Following this termination of Houlihan Lokey, the Company continued to market the

Resort for sale.

As a result of this effort, the Company announced on June 25, 2007, that the Company and certain of its affiliated entities entered into an Asset
Purchase Agreement with Salamander Innisbrook Securities, LLC, Salamander Innisbrook Condominium, LLC and Salamander Innisbrook,

LLC (collectively, Salamander ), providing for the acquisition by Salamander of the business of the Resort (the Business ), certain related assets
and liabilities and the Company s equity interest in Golf Host Securities, Inc.

On July 16, 2007, the Company and its affiliates completed the sale of the Business of the Resort and all of GTA-IB Golf Resort, LLC s equity
interest in Golf Host Securities, Inc. to Salamander pursuant to the Asset Purchase Agreement. The purchase price received by the Company was
approximately $35,000,000 in cash less a working capital purchase price adjustment of $2,221,000 plus (a) $4,000,000 to be used to settle
certain obligations, (b) $844,000 for reimbursement of certain rental pool payments discussed in more detail below, (¢) $317,000 for

12



Edgar Filing: GOLF TRUST OF AMERICA INC - Form 10-Q

reimbursement of certain agreed upon capital expenditures, (d) $25,000 for reimbursement of expenses related to Parcel G and (e) the

assumption of certain liabilities. The final post-closing working capital settlement amount, as set forth in the Asset Purchase Agreement, is
currently being negotiated. The Company has recorded a receivable of $1,387,000 on the books of GTA-IB (consolidated into the financial
statements of GTA). At this time, based on the facts available to the Company, management believes that this amount is a reasonable
representation of the receivable that will be collected by the Company when the post-closing working capital adjustment is settled with
Salamander. The Asset Purchase Agreement provides for a $2,000,000 escrow for GTA-IB s and the Company s indemnification liabilities to be
held, pursuant to its terms, until at least March 31, 2008.

As part of the sale of the Business, Salamander assumed operation and control of the Rental Pool. The Rental Pool obligated the Company to
make quarterly distributions of a percentage of room revenues to participating owners under the Amended and Restated Innisbrook Rental Pool
Master Lease Agreement, dated January 1, 2004 (the MLA ). The MLA also entitled participating owners to 50% reimbursement of the
refurbishment costs of their units. In addition to reimbursement by Salamander of such obligations since January 1, 2007 in the amount of
approximately $844,000, obligations in connection with the Refurbishment Program, along with all other obligations under the MLA, were
assumed by Salamander upon the closing of the Asset Purchase Agreement. Also, all capital and operating lease obligations of the Resort were
assumed by Salamander upon the closing of the Asset Purchase Agreement.

On July 13, 2007, the Company and certain of its affiliated entities and Troon Golf, L.L.C. ( Troon ) entered into a Facilities Management
Agreement Termination Agreement (the Troon Termination Agreement ) pursuant to which the Troon Management Agreement was terminated.
The Troon Termination Agreement also provided for the payment to Troon

13
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of $177,000 in accrued and unpaid fees and reimbursable expenses and the supplemental fee of $800,000 contemporaneous with the sale of the
Resort.

Contemporaneously with the closing of the sale of the Resort, (a) the Company exercised the Option and repurchased the outstanding Series A
Preferred Stock at the Exercise Price of $17,500,000 (see Note 8, Preferred Stock, for further discussion); (b) all outstanding accrued and unpaid
amounts were paid to Pinellas County for property taxes, in the approximate amount of $343,000; (c) a termination fee of $5,403,000 was paid
to Westin; (d) the supplemental fee and management fees totaling $977,000 were paid to Troon; and (e) the Patriot Bank loan was repaid and
cancelled. With regard to the property taxes, the Company intends to continue to pursue the respective lawsuits to recover the contested
amounts from Pinellas County.

Subsequent to the closing of the sale of the Resort, the Company paid outstanding accrued and unpaid (a) legal fees totaling approximately
$3,261,000, (b) Board fees and expenses totaling approximately $263,000, and (c) milestone payments due to our current/former executive
officers totaling approximately $1,317,000 plus accrued interest. See Note 2, Organization and Basis for Presentation, for further discussion
regarding the milestone payments.

Although the Company has operated under the plan of liquidation since May 22, 2001, pursuant to which it has successfully sold 33 of the 34
properties owned by the Company on that date, the Board now believes that it is in the best interests of the stockholders of the Company to
actively consider and pursue alternative business strategies in order to maximize stockholder value. The Board and management currently are
working together to develop a recommended alternative strategy (an Alternative Strategy ). The Alternative Strategy could include, among other
things, the pursuit of acquisitions, a sale of the Company or certain of its assets, mergers, joint ventures or other business combinations and
partnerships. It is expected that the Alternative Strategy would focus on ways to extract value by capitalizing on existing strengths, such

as the existing public platform, potential tax benefits from the Company s net operating loss carryforwards, as permitted by applicable
law, and its current liquidity which, combined with the public platform, could make it an attractive candidate for a business

combination. The Board is also actively developing a proposal to restructure both the existing management team and the composition of
the Board itself to align respective skills to ensure optimum consideration and implementation of an Alternative Strategy.

The implementation of an Alternative Strategy by the Company is inconsistent with the plan of liquidation and would require that the plan of
liquidation be terminated. These financial statements, notes thereto and the assumptions therein are based on the current stockholder approved
plan of liquidation until such time as the stockholders have approved a new strategy. See Note 9, Subsequent Events, for the most recent update
on the Company s pursuit of an Alternative Strategy.

2. Organization and Basis of Presentation

The Company was incorporated in Maryland on November 8, 1996 as a real estate investment trust ( REIT ). As of fiscal year 2002, the Company
no longer has its REIT status as a result of its repossession and operation of golf courses following the default of its original third-party lessees.

At September 30, 2007, the Company s only remaining real estate asset, for which the estimated fair value is currently approximately 6,801,000,

is the Country Clubs of Wildewood and Woodcreek Farms, or Stonehenge, which represents two private golf courses operating under one club
structure located in South Carolina. Stonehenge is owned and managed by the Company and is presently held in fee simple. The title to

Stonehenge is held by Golf Trust of America, L.P., a Delaware limited partnership and the Company s operating partnership. The Company

refers to Golf Trust of America, L.P. as the Operating Partnership , and the Company refers to the Operating Partnership and itself (together with
all subsidiaries) collectively as we , us orthe Company . The title to the Resort, prior to its sale, was held by GTA-IB, a wholly owned subsidiary
of GTA-IB Golf Resort, LLC, which in turn is 100% owned by the Operating Partnership. Through its wholly owned subsidiaries GTA GP, Inc.
and GTA LP, Inc., the Company holds 100 percent of the interest in the Operating Partnership at September 30, 2007. GTA GP, Inc. is the sole
general partner of the Operating Partnership and owns a 0.2 percent interest therein. GTA LP, Inc. is the sole limited partner in the Operating

14
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Partnership and owns a 99.8 percent interest therein.

Principles of Consolidation

The accompanying condensed consolidated financial statements include the accounts of GTA GP, Inc., GTA LP, Inc., the Operating Partnership
and their wholly-owned subsidiaries. All significant intercompany transactions and balances have been eliminated in consolidation.

15
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Adjustments to Liquidation Basis of Accounting

As a result of the adoption by the Board of the plan of liquidation and approval of the plan of liquidation by the Company s stockholders, the
Company adopted the liquidation basis of accounting for all periods subsequent to May 22, 2001. Accordingly, on May 22, 2001, the Company s
assets were adjusted to their estimated fair value and the Company s liabilities, including estimated costs associated with implementing the plan
of liquidation, were adjusted to their estimated settlement amounts. The valuation of real estate held for sale as of September 30, 2007 relies on
estimates of sales values based on indications of interest from the marketplace and/or executed asset purchase agreements, as applicable, certain
assumptions by management specifically applicable to each property, and on the property value ranges. The valuation of the Company s other
assets and liabilities under the liquidation basis of accounting is based on management s estimates as of September 30, 2007.

For the three months ended September 30, 2007, net assets in liquidation decreased by approximately $268,000. This decrease resulted from (a)

a decrease of approximately $274,000 in the forecast of the Company s cumulative net operating results, which includes its golf course assets and
the overhead and interest expense of the Company s corporate operations, (b) an increase of $35,000 in the accrual for capital expenditures at
Stonehenge, (¢) a loss of $400,000 on the net proceeds received from the Company s interest in Parcel F, (d) an estimated recovery of
approximately $448,000 on the estimated loss recorded at June 30, 2007 on the Resort sale transaction which continues to be subject to certain
post-closing settlement adjustments, and (e) certain other miscellaneous adjustments of approximately $7,000. The forecast of the Company s
cumulative net operating results is impacted by, among other things, changes in the anticipated sale date of Stonehenge, the final results of the
post-closing settlement of the working capital adjustment for the Resort and the estimated time and expense required to wind-down the

operations of the Company.

For the nine months ended September 30, 2007, net assets in liquidation decreased by approximately $2,663,000. This decrease was a result of
the changes described above that were recorded in the three months ended September 30, 2007 plus the changes recorded in the six months
ended June 30, 2007 which were (a) a decrease of approximately $900,000 in the forecast of the Company s cumulative net operating results,
which included the Resort and golf course assets, the Resort condominium sales operations and the overhead and interest expense of the
Company s corporate operations, (b) an increase of $30,000 in the accrual for capital expenditures at Stonehenge, (c) an increase of $180,000 for
other incurred liquidation expenses, (d) an increase of $250,000 in the accrual for legal fees primarily for fees incurred in preparation for, and
during the trial related to, the Young complaints, (e) an increase of $25,000 in the accrual for professional fees for accounting services, (f) a
decrease in the carrying value of the debt to our preferred stockholder of $2,500,000 (see Note 8, Preferred Stock, for further discussion), and (g)
a decrease of $3,510,000 in the carrying value of the business of the Resort based on the estimated net loss on the sale transaction. Also,
approximately $97,000 was reallocated from the accrual for financial advisor fees to (i) a $50,000 increase in the accrual for legal fees and (ii) a
$47,000 increase in the accrual for other liquidation expenses. The forecast of the Company s cumulative net operating results is impacted by,
among other things, changes in an anticipated sale date of Stonehenge, the final results of the post-closing settlement of the working capital
adjustment for the Resort which is currently being negotiated and the estimated time and expense required to wind-down the operations of the
Company.

The net assets of approximately $11,202,000 at September 30, 2007 would result in a liquidation distribution per share of approximately $1.55.
This $1.55 estimate for liquidation distribution per share includes projections of costs and expenses as described below under the heading
Reserve for Estimated Costs During the Period of Liquidation. The actual per share distributions that the Company makes to the holders of the
Company s common stock could be materially lower than the amount the Company currently estimates of $1.55 due to factors such as (a) the sale
price and timing of any sale of Stonehenge and the corresponding transaction costs, (b) the performance of Stonehenge and Corporate overhead,
and (c) a change in the underlying assumptions of the cash flow amount projected. The $1.55 estimate is derived by dividing the net assets in
liquidation by the number of shares of common stock and common Operating Partnership units outstanding (7,317,000 less 85,000) after
consideration of those shares that will be canceled prior to the distribution of the net assets. The 85,000 shares of common stock were pledged to
the Company as security for the payment and performance of the obligations and liabilities of the pledgor under a common stock redemption
agreement executed concurrently with a 2001 asset sale. Because this redemption agreement provides in part that these shares will be tendered to
us if and when the total amount of liquidating distributions paid to the holders of common stock pursuant to the plan of liquidation is less than
$10.74 per share, we expect these shares to be tendered to us and canceled.
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Reserve for Estimated Costs During the Period of Liquidation

Under the liquidation basis of accounting, the Company is required to estimate and accrue the costs associated with implementing and
completing the plan of liquidation. These amounts can vary significantly due to, among other things, the timing and realized proceeds from golf
course sales, the costs of retaining personnel and others to oversee the liquidation, including the costs of insurance, the timing and amounts
associated with discharging known and contingent liabilities,
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transaction costs related to any sales and the costs associated with cessation of the Company s operations. These costs are estimates only and are
expected to be paid out for expenses incurred during the period up to the date of the special meeting of the Company s stockholders on November
8, 2007 at which they will vote on, among other things, a proposal to terminate the Company s Plan of Liquidation and Dissolution which was
originally approved on May 22, 2001. If this proposal is approved, the Company would no longer present their financial statements on a
liquidation basis and, therefore, any remaining liquidation reserve accrual balances would be reversed. In light of the upcoming stockholder vote
and the probability that the Plan of Liquidation and Dissolution will be terminated, the liquidation reserve has not been adjusted to contemplate
operations of the Company for a future period, subsequent to the date of the Special Meeting, and leading to its cessation and wind-up. Further,
the current liquidation reserve does not contemplate the impact on the Company s operating results of a sale of Stonehenge since no asset
purchase agreement has been executed for Stonehenge as of November 2, 2007. Should the proposal be rejected by the stockholders, the
Company s management will seek to sell Stonehenge and wind-up its corporate operations as soon as feasibly possible. The Company can
provide no assurance as to the timeline by which this could occur. The Company has accrued the projected costs and operating results, including
corporate overhead and specific liquidation costs of severance, professional fees and other miscellaneous costs, expected to be incurred during
the period described above. These projections could change materially based on the outcome of the stockholder vote, the timing of any sale of
Stonehenge, the performance of Stonehenge, transaction costs related to the sale of Stonehenge, corporate operating expenses including public
company costs and any change in the underlying assumptions of the cash flow amount projected. These accruals will be adjusted as projections
and assumptions change. See Note 9, Subsequent Events, for further discussion.

The following is a summary of the changes in the Reserve for Estimated Costs During the Period of Liquidation (Liquidation Reserve)
(unaudited):

Operating
December 31, Transfers and Income(Loss) and September 30,
2006 Payments Interest Adjustments 2007

Severance $ 1,748,000 $ (1,317,000) $ $ $ 431,000
Professional fees 1,250,000 (1,380,000) 325,000 195,000
Financial advisor fees 297,000 (200,000) (97,000)

Capital expenditures 47,000 (99,000) 65,000 13,000
Other (57,000) (607,000) (118,000) 1,401,000 619,000
Total $ 3,285,000 $ (3,603,000) $ (118,000) $ 1,694,000 $ 1,258,000

Included in the accrued severance amounts above are performance milestone payments aggregating approximately $1,317,000 (the accrued
interest on these amounts is included in Accounts Payable and Other Liabilities) due to the Company s executives pursuant to their amended and
restated employment agreements. The conditions to these payments were satisfied on June 19, 2003; therefore, these milestone payments plus
accrued interest were paid to the Company s executives on July 16, 2007 following the closing of the sale of the Resort. The adjustment to the
other liquidation reserve for the nine months ended September 30, 2007 of approximately $1,401,000 is the provision for the Company s past
cumulative net operating results and future forecasts, which included the Resort and its condominium sales operations (until the closing of the
sale of these assets on July 16, 2007) certain incurred but unbilled liquidation expenses, and an estimate of the overhead and interest expense of
the Company s corporate operations through the date of the stockholder vote on the termination of the plan of liquidation. The increase in the
professional fee accrual of $325,000 was primarily for fees incurred in preparation for, during