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In thousands
except

share and
per

share data

YEAR ENDED DECEMBER 31 2012

Revenues $275750

Net Income 62132

Cash Flow from Operating Activities 80643

Funds from Operations as adjusted AFFO2 180631

EBITDA2

Investment Management $23752

Real Estate Ownership 146885

Total 170637

AFFO2

Investment Management $21120

Real Estate Ownership 159511

Total 180631

Diluted Earnings per Share $1.28

Diluted AFFO
per

Share2 3.76

Distributions Declared per Share 2.44

Weighted Average Shares Outstanding Diluted 4807847

Price Range January 12012 through December 31 2012 $41.65 $54.70

Number of Stockholders 11246
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Inc udes cash on hand

$798M

$74M
$389M

IT

980 1985 1990 1995 2000

$14.18

CWI $0.38

CPA 17.-Global

$10.8B $4.58

Dividends paid to stockholders have increased every year since we went

public in 1998 and for each of the last 48 consecutive quarters

$3.28

$100 invested in Carey common stock on December 31 2007 with dividends reinvested would have appreciated in five years to $219.58

23.9% average annual return compared with 1.7o for the SP 500 Index and 6.100 for the FTSE NAREIT Equity RE Ts Index

5250

Sources Bloomberg for Oarey returns SP website for SP 500 Index returns and SNL website for FTSE NAREIT Equity RE Ts Index returns

$7.7B

$2.68

CPA 16 Global

$3.78

WPC Inc

$5.58

$1.26

$1.98

$1.65

$1.73

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

As xsl S3
2005 2010 2012

As of 12/31/12

200

130

12/3 1/07 2/3 1/08 12/31/09 12/31/10 12/31/1

0ast periormance is no guarantee of future results ssu
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we remain confident in our ability to continue

growing both the owned portfolio and our

Investment Management platform

FedEx Tennessee

2012 Ann nss Report





In 2012 we provided investors with Dividends

paid

in 2012
Our assets under ownership and management
have grown to

$14.1 billion

over 2011

Through our managed

funds we raised

quarters
in 2012

Since going pubic in We completed record

1998 we have paid

in 2012
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In 2012 we completed $1.4 billion of investments for our own portfolio

and on behalf of our managed programs

Location Avon Ohio

Property Type Manufacturing

Acquisition Date August 2012

Space 116000 sq ft

Entity CPA 17 Global

Bearing Technologies LLC engineers manufactures and private labels premium
wheel hub assemblies clutch release drive shaft center support racing axle repair

and specialty industrial bearings With more than 20 years in the automotive

aftermarket business Bearing-Tech stands alone as the largest manufacturer of

premiumaftermarket huh assemblies in the United States

Location Alabama Arkansas Louisiana

Missouri Tennessee and Texas

Property Type Automotive Dealerships

Acquisition Date September 2012

Space 377000 sq ft

Entity CPA17 Global

RU McLarty anders Automotive is the 19th largest

dealer group in the country with 24 automoti\

franchises in the United States The company was ranked

31st on the Automotive News annual list of lop 125

Dealerships in the U.S
Locaton Eagan MN Aurora MN Virginia MN

Property Type Office

Acquisition Date January 2012

Space 1.1 million sq ft

Entity CPA 17 Global

Blue Cross and Blue Shield of Minnesota is an independent

licer see of the Blue Cross and Blue Shield Association

not-for-profit taxable organization headquartered in

Chicago Chartered in 1933 it continues to carry out its

mission as health company promoting wider more

economical and timely availability of health services for

the people of Minnesota

Location Croatia

Property Type Retail

Acquisition Date December 2012

Space 278000 sq ft

Entity CPA 17 Global

Founded in 1976 Agrokor is the largest private company in Croatia vertically

integrated business with nearly 40000 employees it is Croatias leading food

producer processor distributor and retailer

O12
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We build working relationships with our tenants so that when they want to make

an additional acquisition or build new facility or expand their existing one

they come to us to make it happen

Ar
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Doing Good While Doing Well was one of Bill Carey favorite

mottos and has been core principle at Carey during

our nou 40year history He believedas we do today that

our business by its
very nature promotes prosperity But he

also believed that his responsibility did not end there and

through the Carey Foundation he supported wide

variety of educational institutions with the greater goal of

mprming Americas competitiveness

Over the
years many of our employees have been involved

in philanthropic and charitable activities devoting their

time and resources to causes near and dear to their hearts

We believe it is time for the Company to incorporate

volunteerism into the workplace To that end we recently

launched Carey Forward our new program that will al1ow

employees to take one day year to volunteer outside the

office and bring to our community the same qualities they

bring to their profesnonal work excellence commitment

and perhaps most important Doing Good While Doing Well

Why Carey Forward When the University of Maryland

School of Lawlater renamed the Francis King Carey

School of Law announced $30 million donation from

the Carey Foundation in 2011 the schools atrium

was packed with students wearing yellow Carey Forward

campaigmstyle buttons It was prophetic to what we would be

challenged to doCarey Forward just few months later

when Bill Carey passed away on Januar 2012

For 2013 we have identified three programs we believe will

combine characteristics that will be core to this program

City Harvest Habitat for Humanit1 and Junior Achievement

of America We are excited to expand our work as good

corporate citizens by supporting these fine organizations

Here is snapshot of how our employees are Doing Good

While Doing Well

Christina Barone Vice President of Due Diligence

volunteers her time to being member of Team SOAR
for Speaking Out About Rape Inc SOAR and

serving as member of the Speakers Bureau for RAINN

Rape Abuse Incest National Network

Sarah Yonkowski Investor Relations Manager

participated in Track Friday community driven

initiative to raise awareness and funds for causes

supporting others in the aftermath of Hurricane Sandy

Track Friday involved fundraising for half marathon

with 20 pushups after
every

mile Sarah was able to raise

over $1500 for the FoodBank of Monmouth and Ocean

Counties and the group collectively raised more than

$18000 for local charities in New Jersey

Nelson Lee in Information Systems helped start the

charitable event Racers Against Leukodystrophy

racing event created to raise awareness and funds for

leukodystrophy debilitating brain diseace with no

current cure most common in children Nelson and

group of volunteers from the auto racing community

formed day of
competitive go-kart racing

Chris DiGiacomo Director of Operations contributed his

time and funds to his community by bringing aid to those

affected by Hurricane Sandy and
helping to restore and

rebuild homes He handed out food and supplies door to

door rebuilt the ground evel of an elderly womans home

and along with WPC employee James Council spent

day gutting home that had been completely flooded

12 \uual ReF .1
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Selected Financial Data

The following selected financial data should be read in conjunction with the consolidated financial statements and related set

forth later in this document in thousands except per
share data

YEARS ENDED DECEMBER 31

2012 2011 2010 2009 2008

Operating Dataa

Revenues from continuing operationsb 373995 327784 260645 217190 219525

Income from continuing operations 79371 151993 83835 59830 63527

Net income 62779 139138 74951 70568 78605

Add Net income loss attributable to

noncontrolling interests 607 1864 314 713 950

Add Net income attributable to redeemable

noncontrolling interests 40 1923 1293 2258 1508

Net income attributable to Carey 62132 139079 73972 69023 78047

Basic Earnings Per Share

Income from continuing operations attributable

toW Carey
1.65 3.76 2.08 1.46 1.60

Net income attributable to Carey 1.30 3.44 1.86 1.74 1.98

Diluted Earnings Per Share

Income from continuing operations
attributable

to Carey 1.62 3.74 2.08 1.47 1.58

Net income attributable to Carey 1.28 3.42 1.86 1.74 1.95

Cash distributions declared
per

shared 2.44 2.19 2.03 2.00 1.96

Balance Sheet Data

Net investments in real estate $3241199 $1217931 946975 884460 918741

Total assets 4609042 1462623 1172326 1093336 1111136

Long-term obligations 1968397 589369 396982 326330 326874

Other Information

Net cash provided by operating activities 80643 80116 86417 74544 63247

Cash distributions paid 113867 85814 92591 78618 87700

Payments of mortgage principa1 54964 25327 14324 9534 9678

Certain prior year
amounts have been reclassified from continuing operations to discontinued operations

The year ended December 31 20t2 includes the impact of the Merger which was completed on September 28 2012 Note

The year
ended December 31 2011 includes $52.5 million of incentive termination and subordinated disposition revenue recognized in connection with the CPA 14/16 Merger

The
year

ended December 31 2009 excludes special distribution of $0.30 per share paid in January
2010 to shareholders of record at December 31 2009

Net investments in real estate consists of Net investments in properties Net investments in direct financing leases Equity investments in real estate and the Managed REITs Real estate under construction

and Assets held for sale as applicable

Represenis non-recourse mortgages
and note obligations The year ended December 31 2012 includes the $175.0 million Term Loan

Facility Note 12 which was drawn down in full in connection with the

Merger Note

Represents scheduled mortgage principal payments

l8.W Carey Inc



Managements Discussion and Analysis of

Financial Condition and Results of Operations

Managements discussion and analysis of financial condition and results of operations MDA is intended to provide the

reader with information that will assist in understanding our financial statements and the reasons for changes in certain key

components of our financial statements from period to period MDA also provides the reader with our perspective on our

financial position and liquidity as well as certain other factors that may affect our future results The discussion also provides

information about the financial results of the segments of our business to provide better understanding of how these

segments and their results affect our financial condition and results of operations

BUSINESS OVERVIEW

We provide long-term financing via sale-leaseback and build-to-suit transactions for companies worldwide and manage global

investment portfolio of 1007 properties including our owned portfolio Our business operates in two segments Real Estate

Ownership and Investment Management as described below On September 28 2012 as part of plan to reorganize the business

operations of Carey Co LLC in order to qualify as REIT for federal income tax purposes Carey Co
LLC merged with and into Carey Inc with Carey Inc as the surviving corporation which we refer to as the Merger

Additionally on September 28 2012 CPA15 merged with our subsidiary with CPA15 surviving as our indirect wholly-owned

subsidiary As result of both transactions we succeeded to all of the businesses assets and liabilities of each of Carey

Co LLC and CPA15 and own all the assets previously held by and carry on the business of each of Carey Co LLC and

CPA15 We now hold substantially all of our real estate assets including the assets acquired from CPA15 in our Real Estate

Ownership segment while the activities conducted by our Investment Management segment subsidiaries are organized under

TRSs Note

Real Estate Ownership We own and invest in commercial properties in the U.S and Europe that are then leased to

companies primarily on triple-net lease basis which requires the tenant to pay substantially all of the costs associated with

operating and maintaining the property

We earn lease revenues from our wholly-owned and co-owned real estate investments In addition we generate equity income

through our investments in the shares of the Managed REITs In addition through our special member interests in the

operating partnerships of the Managed REITs we participate in the cash flows of those REITs Lastly we earn other real estate

revenues through our investments in self-storage facilities and hotels in the U.S

In vestment Management We earn revenue as the advisor to the Managed REITs For the periods presented we acted as

advisor to the following affiliated publicly-owned non-listed Managed REITs CPA14 through the date of the CPA14/16

Merger CPA15 through the date of the Merger CPA 16 Global CPA 17 Global and CWI Under the advisory

agreements with the Managed REITs we perform various services including but not limited to the day-to-day management of

the Managed REITs and transaction-related services We structure and negotiate investments and debt placement transactions

for the Managed REITs for which we earn structuring revenue and we manage their portfolios of real estate investments for

which we earn asset-based management revenue

While we are raising funds for Managed REIT the REIT reimburses us for certain costs primarily broker-dealer commissions

paid on its behalf and marketing and personnel costs The Managed REITs also reimburse us for many of our costs associated

with the evaluation of transactions on their behalf that are not completed

We also earn wholesaling fees and dealer manager fees in connection with the initial public offerings of the Managed REITs

We reimburse or re-allow all or portion of the dealer manager fees to selected dealers in the offerings Dealer manager fees

that are not re-allowed are classified as wholesaling revenue Wholesaling revenue earned is generally offset by underwriting

costs incurred in connection with the offerings

2012 Annual Report.19



FINANCIAL HIGHLIGHTS

Our results for the years ended December 31 2012 and 2011 included the following significant unusual items

Increased lease revenue of $61.9 million for the
year

ended December 31 2012 as compared to 2011 primarily due to

income generated from properties acquired in the Merger

Costs incurred in connection with the Merger of $31.7 million in 2012 and

Non-recurring revenues of $52.5 million earned in 2011 in connection with providing liquidity event for CPA 14

stockholders through the CPA14/16 Merger in May 2011

Share dilution created by the issuance of 28170643 shares on September 28 2012 to stockholders of CPA 15 in

connection with the Merger

YEARS ENDED DECEMBER 31

IN THOUSANDS 2012 2011 2010

Total revenues excluding reimbursed costs from affiliates 275750 262955 $200622

Net income attributable to Carey 62132 139079 73972

Net cash provided by operating activities 80643 80116 86417

Net cash provided by used in investing activities 126466 126084 37843

Net cash used in provided by financing activities 113292 10502 1548

Cash distributions paid 113867 85814 92591

Supplementalfinancial measure

Funds from operations as adjusted AFFO 180631 188853 130870

We consider the performance measures listed above including Funds from operations as adjusted AFFO supplemental

measure that is not defined by GAAP non-GAAPto be important measures in the evaluation of our results of operations

and capital resources We evaluate our results of operations
with primary focus on increasing and enhancing the value

quality and amount of assets under management by our Investment Management segment and the ability to generate
the cash

flow necessary to meet our objectives in our Real Estate Ownership segment Results of operations by reportable segment

are described below in Results of Operations See Supplemental Financial Measures below for our definition of AFFO and

reconciliation to its most directly comparable GAAP measure

Total revenues increased in 2012 as compared to 2011 The increase in revenues from our Real Estate Ownership segment

was primarily due to revenues from the properties we acquired in the Merger in September 2012 and to lesser extent from

properties we purchased in May 2011 from CPA14 in connection with the CPA14/16 Merger Revenues from our Investment

Management segment decreased during the year primarily due to the incentive termination and subordinated disposition

revenue recognized in connection with providing liquidity event for CPA14 stockholders through the CPA14/16 Merger in

May 2011 while in 2012 we waived the subordinated disposition and termination fees we would have been entitled to receive

from CPA 15 upon its liquidation through the Merger pursuant to the terms of our advisory agreement with CPA 15

Net income attributable to Carey decreased in 2012 as compared to 2011 Results from operations in our Real Estate

Ownership segment were lower during the current
year as compared to 2011 primarily due to costs incurred in connection

with the Merger Results from operations in our Investment Management segment decreased during the current year primarily

due to the incentive termination and subordinated disposition revenue recognized in connection with the CPA14/16 Merger

in 2011 that we did not receive in connection with the Merger in 2012

Cash flow from operating activities increased slightly during 2012 as compared to 2011 Operating cash flows generated by

the properties acquired in the Merger was substantially offset by the subordinated disposition revenue received from CPA 14

upon completion of the CPA 14/16 Merger in May 2011 that we did not receive in connection with the Merger in 2012

Our annualized cash distribution increased to $2.64 per share for the
year

ended December 31 2012 from $2.25 per share

in 2011 The increase primarily reflects earnings generated from growth in our owned real estate portfolio and our increased

ownership in and our participation in the cash flows of CPA 16 Global as result of the CPA 14/16 Merger as well as the

additional income anticipated to result from the Merger
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Our AFFO supplemental measure decreased in 2012 as compared to 2011 primarily due to the incentive termination and

subordinated disposition income recognized in connection with the CPA14/16 Merger in 2011 that we did not receive

in connection with the Merger in 2012 Asset Management revenue decreased in 2012 because performance fees were no

longer received from CPA14 after the CPA14/16 Merger or from CPA16 Global after the CPA16 Global UPREIT

Reorganization both of which occurred in May 2011 Note and because asset management fees and performance fees

are no longer being received from CPA15 after the Merger in September 2012 These decreases were partially offset by an

increase in AFFO in our Real Estate Ownership segment in 2012 primarily as result of income earned from the properties

we purchased from CPA14 in 2011 in connection with the CPA14/16 Merger and those we acquired from CPA15 in the

Merger as well as income generated from our equity interests in the Managed REITs including our $121.0 million incremental

investment in CPA16 Global in connection with the CPA14/16 Merger

HOW WE EVALUATE RESULTS OF OPERATIONS

We evaluate our results of operations with primary focus on increasing
and enhancing the value quality and amount of assets

under management by our Investment Management segment and seeking to increase value in our Real Estate Ownership

segment We focus our efforts on improving underperforming assets through re-leasing efforts including negotiation of lease

renewals or selectively selling assets in order to increase value in our real estate portfolio The ability to increase assets under

management by structuring investments on behalf of the Managed REITs is affected among other things by the Managed
REITs ability to raise capital and our ability to identify and enter into appropriate investments and financing

Our evaluation of operating results includes our ability to generate necessary
cash flow in order to fund distributions to our

stockholders As result our assessment of operating results gives less emphasis to the effects of unrealized gains and losses

which may cause fluctuations in net income for comparable periods but have no impact on cash flows and to other non-cash

charges such as depreciation and impairment charges We do not consider unrealized gains and losses resulting from short-

term foreign currency fluctuations when evaluating our ability to fund distributions Our evaluation of our potential for

generating cash flow includes an assessment of the long-term sustainability of both our real estate portfolio and the assets we

manage on behalf of the Managed REITs

We consider cash flows from operating activities cash flows from
investing activities cash flows from financing activities and

certain non-GAAP performance metrics to be important measures in the evaluation of our results of operations liquidity and

capital resources Cash flows from operating activities are sourced primarily by revenues earned from
structuring investments

and providing asset-based management services on behalf of the Managed REITs and long-term lease contracts from our real

estate ownership Our evaluation of the amount and expected fluctuation of cash flows from operating activities is essential in

evaluating our ability to fund operating expenses service debt and fund distributions to stockholders

We focus on measures of cash flows from investing activities and cash flows from financing activities in our evaluation of our

capital resources Investing activities typically consist of the acquisition or disposition of investments in real property and

the funding of capital expenditures with respect to real properties Financing activities primarily consist of the payment

of distributions to stockholders borrowings and repayments under our lines of credit and the payment of mortgage

principal amortization

RESULTS OF OPERATIONS

We evaluate our results of operations by our two primary reportable segments Real Estate Ownership and Investment

Management Effective
January 2011 we include our equity investments in the Managed REITs in our Real Estate Ownership

segment The equity income or loss from the Managed REITs that is now included in our Real Estate Ownership segment

represents our proportionate share of the revenue less expenses of the net-leased properties held by the Managed REITs This

treatment is consistent with that of our directly-owned properties Results for 2010 have been reclassified to conform to the

current period presentation
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Effective April 2012 we include cash distributions and deferred revenue received and earned from the operating partnerships

of CPA 16 Global CPA 17 Global and CWI in our Real Estate Ownership segment Results for 2011 and 2010 have been

reclassified to conform to the current period presentation summary of comparative
results of these business segments is

as follows

Real Estate Ownership

IN THOUSANDS

Revenues

Lease revenues

YEARS ENDED DECEMBER 31

Rental income

Interest income from direct

financing leases

Total lease revenues

Other real estate income

Operating Expenses

Depreciation and amortization

Property expenses

General and administrative

Other real estate expenses

Impairment charges

Other Income and Expenses

Other interest income

Income from equity investments in real

estate and the Managed REITs

Gain on change in control of interests

Other income and expenses

Interest expense

Income from continuing operations

before income taxes

Provision for income taxes

Income from continuing operations

Loss from discontinued operations

Net income from real estate ownership

Less Net income attributable to

noncontrolling interests

Net income from real estate ownership

attributable to Carey

108707 52360 56347 52360 41940 $10420

15796 10278 5518 10278 9542 736

124503 62638 61865 62638 51482 11156

26312 22499 3813 22499 17273 5226

150815 85137 65678 85137 68755 16382

45046 20883 24163 20883 13657 7226

13041 10145 2896 10145 8009 2136

39748 4454 35294 4454 4419 35

9850 10784 934 10784 8121 2663

10467 1365 11832 1365 1140 2505

118152 44901 73251 44901 35346 9555

311 91 220 91 124 33

62392 51228 11164 51228 30992 20236

20744 27859 7115 27859 781 27078

3207 4412 1205 4412 292 4120

50573 21770 28803 21770 15636 6134

36081 61820 25739 61820 16553 45267

68744 102056 33312 102056 49962 52094

4012 2243 1769 2243 2154 89

64732 99813 35081 99813 47808 52005

16592 12855 3737 12855 8884 3971

48140 86958 38818 86958 38924 48034

3245 678 2567 678 2058 1380

44895 86280 $41385 86280 36866 $49414

2012 2011 CHANGE 2011 2010 CHANGE
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The following tables present other operating data that management finds useful in evaluating results of operations

AS OF DECEMBER 31

2012 2011 2010

Occupancy 98.7% 93.0% 89.0%

Total net-leased properties WPCa 423 157 163

Total operating properties WPC 22 22 22

Total net-leased properties Managed REITs 705 816 827

Total operating properties Managed REITs 69 49

FOR THE YEARS ENDED DECEMBER 31

2012 2011 2010

Financings structured WPC millions 198.8 469.8 70.3

New investments WPC consolidated millions1 24.6 88.6

New investments WPC equity investments millions 1.3

Investments structured Managed REITs millions 1207.6 1229.5 1048.1

Average dollar/euro exchange rate 1.2861 1.3926 1.3279

U.S Consumer Price Jg 229.6 225.7 219.2

Amounts as of December 31 2012 reflect 305 properties acquired from CPAl5 in the Merger in 2012 with total fair value of approximately $1.8 billion Note Amounts as of December 31 2011 reflect

the
acquisition

of the
remaining interests in three properties from CPAl4 in connection with the CPA14/l6 Merger in May 2011 for approximately $119.4 million Note

Operating properties comprise self-storage properties and hotels that are managed by third parties WPCs operating properties are all self-storage properties with the exception of one hotel for all

periods presented

The
year

ended December 31 2012 includes the $175.0 million Term Loan Facility obtained in connection with the Merger Note The year ended December 31 2011 includes $200.0 million increase in

borrowing capacity obtained on our then-existing unsecured Line of Credit

Amount for the
year

ended December 31 2012 does not include our acquisition of 52.63% ownership interest in Marcourt Investments Inc

Includes properties owned by CPAt6 Global and CPA17 Global for all periods Includes properties owned by CPAI4 through the date of the CPA14/16 Merger in May 2011 Includes properties

owned
by

CPAdS
through

the date of the
Merger on September 28 2012 Includes properties owned by CWI from the date of its first investment in May 2011 For loans amount includes funding through

December 31 2012

The average conversion rate for the U.S dollar in relation to the euro decreased during the year ended December 31 2012 as compared to 2011 and increased during the year ended December 31 2011 as

compared to 2010 resulting in negative impact on earnings in 2012 and positive impact on earnings in 2011 from our euro-denominated investments

Many of our domestic lease
agreements and those of the Managed RUTs include contractual increases indexed to the change in the U.S CPI
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The following table sets forth the net lease revenues i.e rental income and interest income from direct financing leases that

we earned from lease obligations through our consolidated real estate investments in thousands

YEARS ENDED DECEMBER 31

LESSEE 2012 2011 2010

U-Haul Moving Partners Inc.a 8152

Federal Express Corporation 7289 4922 275

CheckFree Holdings Inc.b 5342 5216 5103

OBI Group 4925 1050 979

Marcourt Investments Inc 4878

The American Bottling Company1 4488 4943 4390

Amylin Pharmaceuticals Inc.c 4361 2908

Bouygues Telecom S.A 4090 4002 3852

Carrefour France SASd 3961

JP Morgan Chase Bank N.A.h 3926 3862 3448

Google Inc formerly leased to Omnicom Group Inc 3887 2173 1518

Heliweg Die Profi-Baumarkte GmbH Co KG Hellweg 3813

Orbital Sciences CorporationW 3312 3312 3611

True Value Company 3234

Eroski Sociedad Cooperativa 2989 3235 1710

AutoZone Inc.10 2332 2818 2241

Quebecor Printing Inc 1986 1936 1916

Sybron Dental Specialties Inc 1979 1596 1816

Unisource Worldwide Inc 1926 1926 1923

Pohjola Non-Life Insurance Company LTDa 1885

TietoEnator Plca 1858

Jarden Corp 1720 1614 1614

Eagle Hardware Garden subsidiary of Lowes Companies 1587 1492 1568

Sprint Spectrum L.P 1555 1486 1425

BE Aerospace Inc 1534 1580 1580

Police Prefecture French Government 1405

Foster Wheeler AGIa 1244

Enviro Works Inc 1203 1216 1255

OthertW 33642 11351 11258

124503 $62638 $51482

We acquired this investment from CPAl5 in the Merger Note

These revenues are generated in consolidated investments generally
with our affiliates and on combined basis include lease revenues applicable to noncontrolling interests totaling $11.6 million

$2.6 million and $3.8 million for the years ended December 31 2012 2011 and 2010 respectively

In connection with the CPAl4/t6 Merger we purchased the remaining interest in this investment from CPAl4 in May 2011 Note subsequent to the acquisition we consolidate this investment

We had previously
accounted for this investment under the equity method

We acquired an additional interest in this investment from CPAl5 in the Merger

Amounts are subject to fluctuations in foreign currency exchange rates The
average

conversion rate for the U.S dollar in relation to the euro during the year ended December 2012 decreased by

approximately 7.6% in comparison to 2011 and increased by approximately 4.9% during the year ended December 31 2011 as compared to 2010 resulling in negative impact on lease revenues in 2012

and positive impact on lease revenues in 2011 for our euro-denominated investments The increase was due to lease restructuring in the second quarter of 2012

The increase in 2011 was due loan out-of-period adjustment Note

In the Merger we acquired the remaining interest in this investment from CPAl5 Subsequent to the
acquisition we consolidated this investment We had previously accounted for this investment under

the equity
method

We acquired this investment in February 2010

In November 2011 we and the tenant completed the renovation at this facility at which time we started to recognize deferred rental income on the tenant-funded portion of the renovation

We completed an expansion at this facility in January 2010 at which time we recognized deferred rental income of $0.3 million

We acquired this investment in June 2010

The increase in 2012 primarily relates to the investments obtained in the CPAt5 Merger which accounts for $21.6 million of the 2012 total
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We recognize income from equity investments in real estate of which lease revenues are significant component The

following table sets forth the net lease revenues earned by these investments from both continuing and discontinued

operations
Amounts provided are the total amounts attributable to the investments and do not represent our proportionate

share dollars in thousands

OWNERSHIP INTEREST
YEARS ENDED DECEMBER 31

LESSEE ATDECEMBER312012 2012 2011 2010

Hellweg Die Profi-Baumarkte GmbH Co KG

Heliweg 2a 45% 34518

The New York Times Company 18% 27588 27796 26768

Carrefour France SASa 100% 13359 20228 19618

Schuler A.G.a 67% 6288 6555 6208

Airways Group Inc 75% 4400 4421 4421

1000 Logistiek Vastgoed ya 15% 3640

Advanced Micro Devices 33% 2986

Hologic Inc 2862 3623 3528

Consolidated Systems Inc 60% 1847 1933 1831

MØdica France S.A.a 1753 6789 6447

Symphony IRI Group Inc Cc 1632 2182 4164

The Talaria Company Hinckley 30% 1278

Childtime Childcare Inc 931 1258 1303

Del Monte Corporation 50% 882

Waldaschaff Automotive GmbH and Wagon
Automotive Nagold GmbHa 33% 808

PETsMart Inc 30% 563

SaarOTEC 50% 536

Builders FirstSource Inc.t 40% 341

Wanbishi Archives Co Ltd 3% 279

The Upper Deck Company 50%

Federal Express Corporation 2391 7121

Amylin Pharmaceuticals Inc 1342 4027

The Retail Distribution Group 206

$106491 $78518 $85642

Amounts are subject to fluctuations in foreign currency exchange rates The
average

conversion rate for the U.S dollar in relation to the euro during the year ended December 31 2012 decreased by

approximately 7.6% in comparison to 2011 and increased by approximately 4.9% during
the

year
ended December 312011 as compared to 2010 resulting in negative impact on lease revenues in 2012 and

positive impact on lease revenues in 2011 for our euro-denominated investments

We acquired our interest in this investment from CPA15 in the Merger Note

In connection with the
Merger we purchased

the
remaining

interest in this investment from CPA15 Subsequent to the Merger we own 100% and consolidate this investment Note

In April 2012 this jointly-owned entity sold its interests in the investment Results of operations
for this investment were classified as discontinued operation by the entity that holds the controlling interest

for all
periods presented

ej In June 2011 this jointly-owned entity sold one of its properties and distributed the proceeds to the investments partners

Dollar amounts shown are based on the
exchange rate of the Japanese yen at December 31 2012

We acquired our interest in this investment in December 2012

In the CPA 14/ 16 Merger we acquired
the

remaining interest in this investment from CPA 14 Note Subsequent to the acquisition we consolidate this investment

In March 2010 the jointly-owned entity completed the sale of this property and ass result we have no further economic interest in this venture

LEASE REVENUES

As of December 31 2012 70% of our net leases based on annualized contractual minimum base rent provide for adjustments

based on formulas indexed to changes in the CPI or other similar indices for the jurisdiction in which the property is located

some of which have
caps

and/or floors In addition 23% of our net leases on that same basis have fixed rent adjustments which

contractual minimum base rent is scheduled to increase by an average of 4% in the next 12 months We own international

investments and therefore lease revenues from these investments are subject to fluctuations in exchange rate movements in

foreign currencies
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During the
year

ended December 31 2012 we signed 22 leases totaling approximately 2.0 million square
feet of leased space

Of these leases three were with new tenants and 19 were lease renewals or extensions with existing tenants The
average new

rent for these leases was $7.37 per square
foot and the

average
former rent was $8.80 per square foot reflecting current market

conditions We provided tenant improvement allowances and other incentives totaling $3.0 million on two of these leases In

addition through the Merger we acquired properties with 76 tenants with an average remaining lease term of 9.7 years In

2011 CPA 15 recorded lease revenues of $242.2 million

During the year ended December 31 2011 we signed 20 leases totaling approximately 0.9 million
square

feet of leased space

Of these leases there were two new tenants and there were 18 lease renewals or short-term extensions with existing tenants

Under the 20 leases the
average new rent was $9.75 per square foot and the average former rent was $9.06 per square

foot

Five of the 22 tenants had tenant improvement allowances or concessions totaling approximately $6.9 million of which

$6.4 million related to lease of repositioned asset to tenant

2012 vs 2011 For the
year

ended December 31 2012 as compared to 2011 lease revenues increased by $61.9 million

primarily due to the properties we acquired from CPA 15 in the Merger in 2012 and from CPA 14 in connection with the

CPA 14/16 Merger which contributed to increases in lease revenues of $57.3 million and $3.8 million respectively in 2012

2011 vs 2010 For the year ended December 31 2011 as compared to 2010 lease revenues increased by $11.2 million

primarily due to $9.4 million of lease revenues generated from new investments we entered into during 2010 and 2011

including the properties we purchased in May 2011 from CPA 14 in connection with the CPA 14/16 Merger Note In

addition lease revenues increased by $0.9 million as result of an out-of-period adjustment recorded in the fourth quarter

of 2011 Note and $0.8 million as result of scheduled rent increases at several properties These increases were partially

offset by the impact of tenant activity including lease restructurings lease expirations and property sales which resulted in

reduction to lease revenues of $1.0 million

OTHER REAL ESTATE INCOME

Other real estate income generally consists of revenue from Carey Storage Management LLC Carey Storage subsidiary

that holds investments in domestic self-storage properties and Livho Inc Livho subsidiary that operates hotel under

franchise agreement in Livonia Michigan Other real estate income also includes lease termination payments and other non-

rent related revenues from real estate ownership

2012 vs 2011 For the
year

ended December 31 2012 as compared to 2011 other real estate income increased by $3.8 million

primarily due to $1.8 million of income related to certain properties we acquired from CPA15 in the Merger bankruptcy

and easement proceeds of $0.8 million related to two of our tenants and increased revenue from our Livho and Carey Storage

subsidiaries totaling $1.4 miffion The increase in income from Carey Storage was primarily result of higher rental income and

the increase in income from Livho was primarily due to increased occupancy rates in 2012

2011 vs 2010 For the year ended December 31 2011 as compared to 2010 other real estate income increased by $5.2 million

primarily due to an increase of $3.2 million in income generated from the eight self-storage properties acquired during the third

quarter of 2010 and an increase in reimbursable tenant costs of$1.9 million Reimbursable tenant costs are recorded as both

revenue and
expenses

and therefore have no net impact on our results of operations

DEPRECIATION AND AMORTIZATION

2012 vs 2011 For the
year

ended December 31 2012 as compared to 2011 depreciation and amortization increased by

$24.2 million primarily due to increases totaling $22.8 million related to the properties we acquired in the Merger

2011 vs 2010 For the year ended December 31 2011 as compared to 2010 depreciation and amortization increased

by $7.2 million Depreciation and amortization increased by $5.6 million as result of our 2011 and 2010 investment

activity including $4.7 million attributable to the properties we purchased from CPA 14 in May 2011 Note In addition

depreciation and amortization increased by $2.2 million as result of an out-of-period adjustment recorded in the fourth

quarter of 2011 Note These increases were partially offset by decrease in amortization of $0.6 million as result of certain

lease intangible assets becoming fully amortized in 2010

PROPERTY EXPENSES

2012 vs 2011 For the
year

ended December 31 2012 as compared to 2011 property expenses
increased by $2.9 million of

which $2.8 million related to properties we acquired in the Merger from CPA 15
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2011 vs 2010 For the year ended December 31 2011 as compared to 2010 property expenses increased by $2.1 million

primarily due to an increase in reimbursable tenant costs of $1.9 million and $0.6 million performance fee paid to third-

party manager on foreign property as result of meeting its performance criteria

GENERAL AND ADMINISTRATIVE

2012 vs 2011 For the year ended December 31 2012 as compared to 2011 general and administrative expenses
increased

by $35.3 million primarily due to costs incurred in connection with the Merger of $31.7 million

OTHER REAL ESTATE EXPENSES

Other real estate expenses generally consist of operating expenses
related to Carey Storage and Livho as described in Other

Real Estate Income above

2012 vs 2011 For the year ended December 31 2012 as compared to 2011 other real estate expenses decreased by

$0.9 million due to $0.9 million overall decrease in general operating expenses
in Livho and our self-storage properties

2011 vs 2010 For the
year

ended December 31 2011 as compared to 2010 other real estate expenses
increased by $2.7 mfflion

primarily due to an increase of $1.8 million in operating expenses as result of the acquisition of eight self-storage properties

during 2010 In addition operating expenses
from Livho increased by $0.9 mfflion in 2011 as compared to 2010

IMPAIRMENT CHARGES

Our impairment charges are more fully described in Note 11 Impairment charges related to our continuing real estate

ownership operations were as follows in thousands

YEARS ENDED DECEMBER 31

LESSEE 2012 2011 2010 TRIGGERING EVENT

Livho $10467 Decrease in fair value and estimated holding period

The American Bottling Company 868 Decline in unguaranteed residual value of properties

Others 497 1140 Tenants not renewing leases or vacated

anticipated sales and decline in unguaranteed

residual value of properties

Total $10467 $1365 $1140

See Income from Equity Investments in Real Estate and the Managed REITs and Loss from Discontinued Operations below for

additional impairment charges incurred

INCOME FROM EQUITY INVESTMENTS IN REAL ESTATE AND THE MANAGED REITS

Income from equity investments in real estate and the Managed REITs represents our proportionate share of net income or loss

revenue less expenses from our interests in unconsolidated real estate investments and our investments in the Managed REITs

In addition we are entitled to receive distributions of Available Cash from the operating partnerships of CPA 17 Global CWI

and subsequent to the CPA14/16 Merger and related CPA16 Global UPREIT Reorganization Note CPA16 Global

Subsequent to the CPA 16 Global UPREIT Reorganization we also recognize amortization of deferred revenue related to our

special member interest in CPA16 Globals operating partnership The net income of the Managed REITs fluctuates based on

the timing of transactions such as new leases and property sales as well as the level of impairment charges

2012 vs 2011 For the year ended December 31 2012 as compared to 2011 income from equity investments in real estate

increased by $11.2 million primarily due to $14.5 million increase in distributions of Available Cash received and earned

and $2.8 million increase in deferred revenue earned from the operating partnership of CPA 17 Global as result of new

investments CPA 17 Global entered into during 2012 and 2011 and the operating partnership of CPA 16 Global due to

the new fee arrangement with CPA 16 Global resulting from the CPA 16 Global UPREIT Reorganization in May 2011

Note ii our $15.1 million share of the net gain recognized by jointly-owned entity upon selling its equity shares in the

MØdica investment in the second quarter of 2012 and iii $1.2 million increase in equity income as result of new equity

investments we acquired from CPA15 through the Merger These increases were partially offset by other-than-temporary

impairment charges of $9.9 million recorded during 2012 on our special membership interest in CPA16 Globals operating

partnership to reduce the carrying value of our interest in the operating partnership to its estimated fair value Note iiour

$7.4 million share of the net gains recognized in the second quarter of 2011 by CPA 14 related to the sale of certain of its assets

to us CPA 17 Global and third parties in connection with the CPA 14/16 Merger Note and iiiour $5.0 million share
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of bargain purchase gain recognized by CPA 16 Global during the 2011 period because the fair value of CPA 14 exceeded

the consideration paid in the CPA 14/16 Merger

2011 vs 2010 For the
year

ended December 31 2011 as compared to 2010 income from equity investments in real estate

increased by $20.2 million primarily due to $1 1.1 million increase in distributions of Available Cash received and earned

and $5.7 million increase in deferred revenue earned from the operating partnership CPA17 Global as result of new

investments CPA 17 Global entered into during 2011 and the operating partnership of CPA 16 Global due to the new fee

arrangement with CPA16 Global resulting from the CPA16 Global UPREIT Reorganization in May 2011 Note and

an increase in equity income from the Managed REITs totaling $6.4 million Results of
operations

from the Managed REITs

during 2011 included the following gains and expenses net gains of $78.8 million from the CPA 14/16 Merger of which our

share was approximately $7.4 million bargain purchase gain for CPA 16 Global of $28.7 million because the fair value

of CPA 14 exceeded the CPA14/16 Merger consideration of which our share was approximately $5.0 million net gain of

$33.5 million on the sales of several properties and the extinguishment of several related mortgage loans of which our share

was approximately $3.7 million impairment charges totaling $61.7 million of which our share was approximately $7.8 million

and $13.6 million of expenses incurred in connection with the CPA14/16 Merger of which our share was approximately

$2.4 million Equity income from the Managed REITs also increased by approximately $4.1 million in 2011 as result of our

$121.0 million incremental investment in CPA 16 Global in connection with the CPA 14/16 Merger Results of operations

for the Managed REITs during 2010 included the following gains and charges net gains on extinguishment of mortgage

loan and deconsolidation of three subsidiaries totaling $44.0 millionof which our share was approximately $5.6 million and

impairment charges totaling $40.7 million of which our share was approximately $3.0 million In addition we recognized an

other-than-temporary impairment charge of $1.4 million on the Schuler investment in 2010 These increases in equity income

were partially offset by decreases of $2.5 million as result of the net gains recognized by the Retail Distribution investment

in connection with the sale of its property in March 2010 and $1.7 million related to the Symphony IRT investment reflecting

our share of its $8.6 million impairment charge and an other-than-temporary impairment charge recognized by us in 2011 to

reflect the decline in fair value of our interest in the investment

GAIN ON CHANGE IN CONTROL OF INTERESTS

In connection with the Merger in September 2012 we acquired additional interests in five investments from CPA 15 which

we had previously accounted for under the equity method and we adjusted the carrying value of our previously held interest

in shares of CPA 15 common stock to its estimated fair market value In connection with our acquisition of these investments

we recognized net gain of $20.7 million during the
year

ended December 31 2012 in order to adjust the carrying value of

previously-held equity interests in these investments to their estimated fair values Note

In May 2011 we purchased the remaining interests in the Federal Express and Amylin investments from CPA14 which we

had previously accounted for under the equity method In connection with our purchase of these properties we recognized

net gain of $27.9 million during the year ended December 31 2011 to adjust the carrying value of our existing interests in

these investments to their estimated fair values

OTHER INCOME AND EXPENSES

Other income and expenses consists primarily of gains and losses on foreign currency transactions and derivative

instruments and prior to September 2010 also included the third partys profit-sharing interest in income or losses from

Carey Storage We and certain of our foreign consolidated subsidiaries have intercompany debt and/or advances that are

not denominated in the functional currency of those subsidiaries When the intercompany debt or accrued interest thereon

is remeasured against the functional currency of the respective subsidiaries an unrealized gain or loss on foreign currency

translation may result For intercompany transactions that are of long-term investment nature the gain or loss is recognized

as cumulative translation adjustment in other comprehensive income We also recognize gains or losses on foreign currency

transactions when we repatriate cash from our foreign investments

2012 For the year ended December 31 2012 other income was $3.2 million comprised of net gain of $2.5 million

recorded on the disposals of three parcels of land net realized and unrealized gain of $0.5 million on foreign currency

transactions and $0.4 million gain on derivatives acquired in the Merger in 2012

2011 For the
year

ended December 31 2011 other income was $4.4 million In connection with the CPA14/16 Merger we

agreed to receive shares of CPA 16 Global in respect
of our shares of CPA 14 As result during 2011 we recognized gain

of $2.8 million on the conversion of our shares of CPA 14 to shares of CPA 16 Global to reflect the carrying value of our

investment at its estimated fair value In addition we recognized gain of $1.0 million on the conversion of our termination

revenue to shares of CPA 14 because the fair value of the shares received exceeded the termination revenue Other income

during 2011 also included net gain of $0.6 million as result of exercising certain warrants granted to us by lessees
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2010 For the
year

ended December 31 2010 other income was $0.3 million primarily due to net loss of $0.8 million

attributable to the noncontrolling interest in Carey Storage partially offset by net realized and unrealized foreign currency

transaction losses of $0.5 million

INTEREST EXPENSE

2012 vs 2011 For the
year

ended December 31 2012 as compared to 2011 interest expense increased by $28.8 million

Interest expense increased by $21.0 million and $1.7 million as result of mortgages assumed in our acquisition of
properties

from CPA15 and from CPA14 in connection with the Merger in and the CPA14/16 Merger respectively In addition

interest expense on our Senior Credit Facility increased by $5.5 million as result of the amortization of financing costs

incurred in connection with obtaining the facility in December 2011 as well as higher average outstanding balance and

higher average interest rate on the Revolver in 2012 compared to those under our prior lines of credit in 2011 Note 12

2011 vs 2010 For the
year

ended December 31 2011 as compared to 2010 interest expense increased by $6.1 mfflion

primarily as result of mortgages assumed in connection with the acquisition of properties from CPA 14 in May 2011 Note
and mortgage financing obtained in connection with our investment activities during 2011 and 2010 which resulted in increases

to interest expense of $3.6 million and $1.8 million respectively Additionally interest expense on our then-existing lines of

credit increased by $1.0 mfflion as result of higher average outstanding balances in 2011 as compared to the prior year

LOSS FROM DISCONTINUED OPERATIONS

Loss from discontinued operations represents
the net income or loss revenue less expenses from the operations of

properties

that were sold or held for sale and subsidiary that we deconsolidated Note 17

2012 For the
year

ended December 31 2012 loss from discontinued operations was $16.6 million primarily due to

impairment charges of $12.5 mfflion recorded on seven properties to reduce their carrying values to their expected selling

prices Note 11 In addition the loss recognized during the year ended December 31 2012 included goodwill write-off of

$3.2 million Note in connection with the sale of the properties we acquired in the Merger net loss on the sale of 14 other

properties of $1.9 mfflion which was offset by net gains generated from the operations of discontinued properties of $0.9 mfflion

2011 For the
year ended December 31 2011 loss from discontinued operations was $12.9 million primarily due to

impairment charges of $11.8 million recorded on seven properties to reduce their carrying values to their expected selling

prices and net loss on the sale of seven properties totaling $3.4 million This loss was partially offset by $1.0 mfflion gain

recognized during the third quarter of 2011 on the deconsolidation of subsidiary because we ceased to exercise control over

the activities that most significantly impact its economic performance when receiver took possession of the
property

and

income generated from the operations of discontinued properties of $1.4 million

2010 For the year ended December 31 2010 loss from discontinued operations was $8.9 million primarily due to

impairment charges recognized of $14.2 million These charges were partially offset by income generated from the operations

of these properties of $4.9 million and net gain on the sales of these
properties of $0.5 million

NET INCOME FROM REAL ESTATE OWNERSHIP ATTRIBUTABLE TO CAREY

2012 vs 2011 For the
year ended December 31 2012 as compared to 2011 the resulting net income from real estate

ownership attributable to Carey decreased by $41.4 million

2011 vs 2010 For the year ended December 31 2011 as compared to 2010 the resulting net income from real estate

ownership attributable to Carey common stockholders increased by $49.4 million

FUNDS FROM OPERATIONS AS ADJUSTED AFFO

2012 vs 2011 For the
year ended December 31 2012 as compared to 2011 AFFO from Real Estate Ownership increased

by $56.8 million primarily as result of income earned from the properties we purchased from CPA 14 in May 2011 in

connection with the CPA14/16 Merger and those we acquired in the Merger as well as income generated from our equity

interests in the Managed REITs primarily as result of our $121.0 million incremental investment in CPA 16 Global in

connection with the CPA14/16 Merger AFFO is non-GAAP measure that we use to evaluate our business For definition

of AFFO and reconciliation to net income attributable to Carey see Supplemental Financial Measures below
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2011 vs 2010 For the year
ended December 31 2011 as compared to 2010 AFFO from Real Estate Ownership increased

by $17.7 million primarily as result of the new investments that we entered into during 2011 and 2010 including the

properties we purchased from CPAX14 in May 2011 in connection with the CPA14116 Merger as well as increased income

generated from our equity interests in the Managed REITs primarily
due to our incremental investment in CPA16 Global in

connection with the CPA14/16 Merger

Investment Management

YEARS ENDED DECEMBER 31

Asset management revenue

Structuring revenue

Incentive termination and

subordinated disposition revenue

Wholesaling revenue

Reimbursed costs from affiliates
_______ _______

Operating Expenses

General and administrative

Reimbursable costs

Depreciation and amortization

Other Income and Expenses

Other interest income

Other income and expenses
________ ___________________________________ _____________________

Income from continuing operations

before income taxes

Provision for income taxes
______ _______

Net income from investment

management

Add Net loss attributable to

noncontrolling interests

Less Net income attributable

to redeemable

noncontrolling interest
_______ ________

Net income from investment

management attributable

toW Carey 17237 52799 $35562 52799 37106 15693

IN THOUSANDS

Revenues

2012 2011 CHANGE

48355

2011 2010

56666 66808 $10142 66808 76246 9438

CHANGE

19914

46831 1524 46831 44525 2306

52515 52515 52515 52515

11664 8250 11664 11096 568

98245 64829 33416 64829 60023 4806

223180 242647 19467 242647 191890 50757

105061 89279 15782 89279 69008 20271

98245 64829 33416 64829 60023 4806

3744 3464 280 3464 4652 1188

207050 157572 49478 157572 133683 23889

1085 1910 825 1910 1145 765

195 166 29 166 335 169

1280 2076 796 2076 1480 596

17410 87151 69741 87151 59687 27464

2771 34971 32200 34971 23660 11311

14639 52180 37541 52180 36027 16153

2638 2542 96 2542 2372 170

40 1923 1883 1923 1293 630
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The following tables present other operating data that management finds useful in evaluating results of operations

AS OF DECEMBER 31

2012 2011 2010

Total properties Managed REITs 774 865 830

Assets under management millions 7870.8 9486.1 8624.4

Cumulative funds raised CPA17 Global offerings millions 2883.1 1955.9 1389.3

Cumulative funds raised CWI offering millions 159.6 47.5

FOR THE YEARS ENDED DECEMBER 31

2012 2011 2010

Financings structured Managed REITs millions 669.5 387.8 647.7

Consolidated investments structured Managed REITs millions 1240.3 944.9 1039.7

Equity investments structured Managed REITs millions 32.6 284.6 8.4

Funds raised CPA17 Global offerings millionsb 927.3 584.5 591.8

Funds raised CWI offering millions 112.1 47.5

Includes
properties owned by CPAl6 Global and CPA17 Global for all periods Includes properties owned

by
CPAl4

through
the CPA14/l6 Merger on May 22011 Includes properties owned by

CPA.l5 through the date of the Merger on September 28 2012 Includes properties owned by CWI from the date of its first investment in May 2011

Reflects funds raised in the initial offering commenced in lute December 2007 and the follow-on offering commenced April 72011
Reflects funds raised in the initial

offering The initial offering commenced on March 32011 once the minimum funds were raised

ASSET MANAGEMENT REVENUE

We earn asset management revenue from the Managed REITs and until the Merger performance revenue from CPA15 based

on the value of their real estate-related and lodging-related assets under management This asset management revenue may
increase or decrease depending upon increases in the Managed REITs asset bases as result of new investments and
ii decreases in the Managed REITs asset bases as result of sales of investments and iiiincreases or decreases in the

appraised value of the real estate-related and lodging-related assets in the Managed REIT investment portfolios We previously

earned performance revenue from CPA 14 and CPA 16 Global through the date of the CPA 14/16 Merger and the related

CPA16 Global UPREIT Reorganization Each CPA REIT as applicable met its performance criteria for all periods

presented The availability of funds for new investments is substantially dependent on our ability to raise funds for investment

by the Managed REITs

2012 vs 2011 For the
year

ended December 31 2012 as compared to 2011 asset management revenue decreased by

$10.1 million Combined asset management revenue from CPA 14 and CPA16 Global decreased by $8.5 million primarily

due to change in our fee arrangement with CPA16 Global under its umbrella partnership real estate investment trust

UPREIT structure in connection with the CPA 14/16 Merger As discussed in Note immediately after the CPA 14/16

Merger in May 2011 our asset management revenue from CPA 16 Global was reduced from 1% to 0.5% of the
property

value of the assets under management and instead we now receive distribution of 10% of the Available Cash of CPA 16

Globals
operating partnership which we record as Income from equity investments in the Managed REITs within the Real

Estate Ownership segment Asset management revenue from CPA 15 also decreased by $7.5 million during the
year ended

December 31 2012 as result of the Merger on September 28 2012 and prior property
sales These decreases were partially

offset by an increase in revenue of $5.5 million during the year ended December 31 2012 from CPA17 Global as result of

new investments that it entered into during 2011 and 2012

2011 vs 2010 For the year ended December 31 2011 as compared to 2010 asset management revenue decreased by

$9.4 million Asset management decreased by $18.0 million primarily due to recent property sales by the CPA REITs and

the change in our fee arrangement with CPA 16 Global under its new UPREIT structure after the CPA 14/16 Merger This

decrease was partially offset by an increase in revenue of $8.4 million during 2011 from CPA 17 Global as result of new

investments that it entered into during 2010 and 2011

STRUCTURING REVENUE

We earn structuring revenue when we structure investments and debt placement transactions for the Managed REITs

Structuring revenue is dependent on investment activity which is subject to significant period-to-period variation
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2012 vs 2011 For the year
ended December 31 2012 as compared to 2011 structuring revenue increased by $1.5 million

We structured real estate investments on behalf of the Managed REITs totaling approximately $1.2 billion during 2012 The

increase was due to the fee rates applicable to the
types

of transactions structured

2011 vs 2010 For the
year

ended December 31 2011 as compared to 2010 structuring revenue increased by $2.3 million

primarily due to higher investment volume in 2011 partially offset by the lower rate of structuring revenue earned on the self

storage and hotel properties acquired on behalf of the Managed REITs in 2011 as compared to the rate for long-term net lease

investments as described below Structuring revenue for 2011 included $17.7 million related to $395.5 million transaction

in Italy on behalf of CPA 17 Global with capitalization rate of approximately 8.0% Also included in the 2011 investment

activity were $169.3 million of self-storage properties acquired on behalf of CPA17 Global for which we earned structuring

revenue of 1.75% of total equity invested and $75.9 mfflion of hotel properties acquired on behalf of CWI for which we earned

structuring revenue of 2.5% of the total investment cost of the properties compared to an average
of 4.5% that we generally

earn for structuring long-term net lease investments on behalf of the CPA REITs We also waived any structuring revenue due

from CPA 16 Global under its advisory agreement with us in connection with its acquisition of assets from CPA 14 in the

CPA 14/16 Merger

INCENTIVE TERMINATION AND SUBORDINATED DISPOSITION REVENUE

Incentive termination and subordinated disposition revenue is generally
earned in connection with events in which we

provide liquidity or alternatives to the Managed REITs stockholders These events do not occur every year although one

occurred in each of 2011 and 2012 As described in Note we waived the subordinated disposition fees that we would have

been entitled to receive from CPA15 upon its liquidity event through the Merger pursuant to the terms of our advisory

agreement with CPA15

In connection with providing liquidity event for CPA 14 shareholders through the CPA 14/16 Merger in May 2011 we

earned termination revenue of $31.2 million and subordinated disposition revenue of $21.3 million which we received in

shares of CPA 14 and cash respectively These CPA 14 shares were subsequently converted to shares of CPA 16 Global in

connection with the CPA14/16 Merger

WHOLESALING REVENUE

We also earned wholesaling
fee of $0.15 per

share sold in connection with CPA 17 Globals initial public offering through

the termination of that offering on April 2011 As discussed in Note we earned dealer manager fee of up to $0.35 per

share sold in connection with CPA17 Globals follow-on offering which commenced on April 2011 and terminated on

January 31 2013 We also earn $0.30 dealer manager fee
per

share sold in connection with CWIs ongoing initial public

offering We also re-allow all or portion of the dealer manager fees to selected dealers in the offerings Dealer manager fees

that are not re-allowed are classified as wholesaling revenue Wholesaling revenue earned is generally offset by underwriting

costs incurred in connection with the offerings which are included in General and administrative expenses

2012 vs 2011 For the
year

ended December 31 2012 as compared to 2011 wholesaling revenue increased by $8.3 million

primarily due to increases in shares sold in connection with CPA17 Global and CWI offerings in 2012 compared to the

prior year

2011 vs 2010 For the year
ended December 31 2011 as compared to 2010 wholesaling revenue increased by $0.6 million

primarily due to shares sold in connection with CWIs initial public offering for which the issuance of shares commenced on

March 2011 partially offset by decrease in the number of shares sold related to CPA17 Globals offerings

REIMBURSED AND REIMBURSABLE COSTS

Reimbursed costs revenue from affiliates and reimbursable costs expenses represent costs incurred by us on behalf of the

Managed REITs consisting primarily of broker-dealer commissions and marketing and personnel costs which are reimbursed

by the Managed REITs Revenue from reimbursed costs from affiliates is offset by corresponding charges to reimbursable costs

2012 vs 2011 For the year
ended December 31 2012 as compared to 2011 reimbursed and reimbursable costs increased

by $33.4 million primarily due to an increase of $30.1 million in commissions paid to broker-dealers related to the CPA 17

Global and CWI offerings as result of corresponding increases in funds raised In addition personnel costs reimbursed

by the Managed REITs increased by $3.3 million primarily as result of an increase in CPA17 Globals allocation base

during 2012
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2011 vs 2010 For the year ended December 31 2011 as compared to 2010 reimbursed and reimbursable costs increased

by $4.8 million primarily due to $3.9 million of commissions paid to broker-dealers related to CWIs initial public offering

and $1.7 million increase in personnel costs reimbursed by the Managed REITs primarily as result of increased headcount

in 2011

GENERAL AND ADMINISTRATIVE

2012 vs 2011 For the
year

ended December 31 2012 as compared to 2011 general and administrative expenses increased

by $15.8 million primarily due to an increase in compensation expense of $14.7 million and an increase of $5.4 million in

underwriting costs related to the CPA17 Global and CWI offerings These increases were partially offset by $5.8 million

increase in cost reimbursements from the Managed REITs Compensation costs increased $8.1 million due to an increase in

stock-based compensation expense which was primarily the result of awards issued during 2012 with higher fair values and

$4.1 million due to an increase in the number of personnel during 2012

2011 vs 2010 For the year ended December 31 2011 as compared to 2010 general and administrative
expenses

increased

by $20.3 million primarily due to increases in compensation-related costs of $15.0 million and professional fees of $2.9 million

Compensation-related costs were higher in 2011 due to several factors including an increase of $10.4 million in the

amortization of stock-based compensation and an increase of $2.2 million in our expected bonus payout as result of higher

investment volumes in 2011 Stock-based compensation increased in 2011 as result of changes in the expected vesting of

performance share units PSUs granted in 2009 and 2010 and an increase in the number of restricted share units RSUs
and PSUs awards issued to employees in 2011 in connection with entering into employment agreements with certain key

employees during the year Professional fees increased in 2011 primarily due to costs incurred in connection with exploring

liquidity alternatives for certain of the CPA REITs including the CPA14/16 Merger

PROVISION FOR INCOME TAXES

2012 vs 2011 For the year ended December 31 2012 as compared to 2011 provision for income taxes decreased by

$32.2 million primarily due to deferred tax benefit of $4.0 recorded in 2012 as result of
expenses incurred in connection

with the Merger ii deferred tax benefit of $3.8 million as result of an increase in stock-based compensation expenses

iii tax saving of $2.8 as result of eliminating asset management revenue and performance revenue received from CPA 15

in the fourth quarter of 2012 iv tax saving of $2.4 as result of replacing the performance revenue from CPA 16 Global

with the distribution of Available Cash in the second
quarter of 2011 tax saving of $1.1 million as result of an increase

in interest expense incurred on our credit facility and vi $9.3 million of income taxes incurred during 2011 as result of

the $52.5 million incentive termination and subordinated disposition income that we recognized in connection with the

CPA 14/16 Merger

2011 vs 2010 For the year ended December 31 2011 as compared to 2010 provision for income taxes increased by

$11.3 million primarily due to $9.3 million of income taxes incurred during 2011 described above Provision for income

taxes also increased in 2011 as result of increased volume of investments structured on behalf of the Managed REITs

NET INCOME FROM INVESTMENT MANAGEMENT ATFRIBUTABLE TO Ft CAREY

2012 vs 2011 For the
year

ended December 31 2012 as compared to 2011 the resulting net income from investment

management attributable to Carey decreased by $35.6 mfflion

2011 vs 2010 For the
year ended December 31 2011 as compared to 2010 the resulting net income from investment

management attributable to Carey increased by $15.7 million

FUNDS FROM OPERATIONS AS ADJUSTED AFFO

2012 vs 2011 For the
year

ended December 31 2012 as compared to 2011 AFFO from our Investment Management

segment decreased by $65.0 million primarily as result of the $52.5 mfflion incentive termination and subordinated

disposition income recognized in connection with the CPA14/16 Merger in 2011 as well as performance fees for CPA14
and CPA 16 Global that were no longer received from CPA 14 after the CPA 14/16 Merger or from CPA 16 Global

after the CPA16 Global UPREIT Reorganization both of which occurred in May 2011 Note as this was replaced by

the 10% distribution of Available Cash of CPA 16 Globals operating partnership which is now recorded in the Real Estate

Ownership segment and the end of asset management fees and performance fees received from CPA 15 after the Merger

in September 2012 AFFO is non-GAAP measure that we use to evaluate our business For definition of AFFO and

reconciliation to net income attributable to It Carey see Supplemental Financial Measures below
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2011 vs 2010 For the year ended December 31 2011 as compared to 2010 AFFO from our Investment Management

segment increased by $40.3 million primarily as result of the incentive termination and subordinated disposition revenue

that we recognized in connection with the CPA 14/16 Merger in 2011

FINANCIAL CONDITION

Sources and Uses of Cash During the Year

Our cash flows fluctuate period to period due to number of factors which may include among other things the nature

and timing of receipts of transaction-related revenue the timing of purchases and sales of real estate the timing of the

receipt of proceeds from and the repayment of non-recourse mortgage loans and receipt of lease revenue the timing and

characterization of distributions received from equity investments in real estate and the Managed REITs the timing of certain

payments the receipt of the annual installment of deferred acquisition revenue and interest thereon in the first quarter
from

certain of the CPA REITs and changes in foreign currency exchange rates Despite these fluctuations we believe that we will

generate sufficient cash from operations and from equity distributions in excess of equity income in real estate to meet our

normal recurring short-term and long-term liquidity needs We may also use existing cash resources the proceeds of mortgage

loans unused capacity on our Revolver and the issuance of additional equity securities to meet these needs We assess our

ability to access capital on an ongoing basis Our sources and uses of cash during the year are described below

Operating Activities

Cash flow from operating activities increased by $0.5 million during 2012 as compared to 2011 Operating cash flow generated

from the properties acquired from CPA 15 was substantially offset by Merger-related expenses paid during 2012 Also

contributing to decrease in 2012 cash flow from operating activities as compared to 2011 was the subordinated disposition

revenue from CPA 14 upon completion of the CPA 14/16 Merger received in cash in May 2011 Additionally increases in

cash distributions received from the operating partnerships of CPA 16 Global and CPA 17 Global were substantially offset

by increases in the cash portion of general and administrative expenses

In addition to cash flow from operating activities we may use the following sources to fund distributions to stockholders

distributions received from equity investments in excess of equity income net contributions from noncontrolling interests

borrowings under our Senior Credit Facility and existing cash resources

Investing Activities

Our investing activities are generally comprised of real estate-related transactions purchases and sales and capitalized

property-related costs During 2012 we paid $152.4 million representing the cash portion
of the Merger Consideration

to CPA 15 stockholders and acquired $178.9 million of cash in the Merger We also made other investments and capital

expenditures of $10.1 million including the Waigreens transaction Note Cash inflows during 2012 included $46.3 million

in distributions from equity investments in real estate and the Managed REITs in excess of cumulative equity income We also

received cash proceeds of $73.2 million from the sale of 15 properties
Funds totaling $47.0 million and $37.8 million were

invested in and released from respectively lender-held investment accounts

Financing Activities

We repaid $30.0 million on our Revolver prior to the Merger and we then drew down $175.0 mffiion on our Term Loan Facility

and $40.0 million on our Revolver to fund the cash portion of the Merger Consideration and Merger-related costs After the

Merger we repaid $250.2 mfflion on our Revolver and drew down $85.0 million We received $45.0 million in exchange for the

issuance of shares of our common stock to an institutional investor We received $6.6 million in connection with the issuance

of stock to our employees pursuant to our share incentive plan and the Employee Share Purchase Plan ESPP We paid

distributions to stockholders of $113.9 million and paid distributions of $7.3 million to offset by contributions of $3.3 million

from affiliates who hold noncontroffing interests in various entities with us We made scheduled mortgage principal payments

of $55.0 million offset by mortgage financing proceeds of $23.8 million We also used $45.3 million to purchase
shares of our

common stock from the Estate Shareholders We recognized windfall tax benefits of $10.2 million in connection with certain

employees exercising
their stock options and the vesting of PSUs and RSUs during 2012 which reduced our tax liability due to

taxing authorities
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SUMMARY OF FINANCING

OUTSTANDING

BALANCE

78000

175000

$1968397 $589369

67% 44%

33% 56%

The table below summarizes our non-recourse debt and Senior Credit Facility dollars in thousands

DECEMBER 31

2012 2011

Balancea

Fixed rate $1322168 $258886

Variable rateb 646229 330483

Total

Percent of Total Debt

Fixed rate

Variable rate

100% 100%

Weighted-Average Interest Rate at End of Year

Fixed rate 5.6% 5.6%

Variable rate 3.4% 4.6%

the increase relates primarily to $1.4 billion of non-recourse mortgage debt related to properties acquired in the Merger and borrowings of $175.0 million on our Term Loan Facility

Variable-rate debt at December 312012 included $253.0 million outstanding under our Senior Credit Facility which includes the $175.0 million outstanding under the Term Loan Facilitc

ii $251.5 million that has been effectively converted to fixed rates through interest rate swap and cap derivative instruments and iii $44.5 million in mortgage loan obligations that bore interest at fixed

rates but have interest rate reset features that may change
the interest rates to then-prevailing

market fixed rates subject to specified caps at certain
points during

their term

The decrease was primarily due to lower interest rate on our Senior Credit Faciit which was London inter-bank offered rate LIBOR plus 2.0% or 2.2% at December 31 2012 compared to rate of

4.0% at December 31 2011

CASH RESOURCES

At December 31 2012 our cash resources consisted of the following

Cash and cash equivalents totaling $123.9 million Of this amount $61.8 mfflion at then-current exchange rates was

held by foreign subsidiaries but we could be subject to restrictions or significant costs should we decide to repatriate

these amounts

Our Revolver with unused capacity of $365.2 millionexcluding amounts reserved for outstanding letters of credit

Our lender has issued letters of credit totaling $5.4 mfflion on our behalf in connection with certain contractual

obligations which reduce amounts that may be drawn under the facility and

We also had unleveraged properties that had an aggregate carrying value of $55.4 million at December 31 2012

although there can be no assurance that we would be able to obtain financing for these properties

Our cash resources can be used for working capital needs and other commitments and may be used for future investments

We continue to evaluate fixed-rate financing options such as obtaining non-recourse financing on our unleveraged properties

Any financing obtained may be used for working capital objectives and/or may be used to pay down existing debt balances

Senior Credit Facility

Our Senior Credit Facility is more fully described in Note 12 summary of our Senior Credit Facility is provided below

DECEMBER 31 2012 DECEMBER 31 2011

MAXIMUM OUTSTANDING MAXIMUM
IN THOUSANDS AVAILABLE BALANCE AVAILABLE

Revolver $450000 $233160 $450000

Term Loan Facility 175000

In February 2012 we amended and restated our existing credit agreement to increase the maximum aggregate principal

amount from $450.0 million to $625.0 million which is comprised of $450.0 mfflion Revolver and $175.0 million Term

Loan Facility and together with the Revolver the Senior Credit Facility The Term Loan Facility was available in single draw

for use solely to finance portion of the Merger Consideration and related transaction costs and expenses We drew down the

full amount of the Term Loan Facility on September 28 2012 in connection with the closing of the Merger The Senior Credit

Facility matures in December 2014 but may be extended by one year at our option subject to the conditions provided in the

Amended and Restated Credit Agreement At our election the principal amount available under the Senior Credit Facility may
be increased by up to an additional $125.0 million subject to the conditions provided in the Amended and Restated Credit
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Agreement The Senior Credit Facility also permits up to $150.0 million to be borrowed in certain currencies other than the

U.S dollar ii swing line loans of up to $35.0 million and iiithe issuance of letters of credit in an aggregate amount not to

exceed $50.0 million

The Senior Credit Facility provides for an annual interest rate at our election of either the Eurocurrency Rate or ii the

Base Rate in each case plus the Applicable Rate each as defined in the Amended and Restated Credit Agreement Prior to

us obtaining an Investment Grade Debt Rating as defined in the Amended and Restated Credit Agreement the Applicable

Rate on Eurocurrency Rate loans and letters of credit ranges from 1.75% to 2.50% based on LIBOR and the Applicable

Rate on Base Rate loans ranges from 0.75% to 1.50% based on the prime rate defined in the Amended and Restated Credit

Agreement as rate of interest set by the Bank of America based upon various factors including Bank of Americas costs and

desired returns After an Investment Grade Debt Rating has been obtained the Applicable Rate on Eurocurrency Rate loans

and letters of credit ranges
from 1.10% to 2.00% and the Applicable Rate on Base Rate loans ranges

from 0.10% to 1.00%

Swing line loans will bear interest at the Base Rate plus the Applicable Rate then in effect In addition prior to obtaining an

Investment Grade Debt Rating we pay quarterly fee ranging from 0.3% to 0.4% of the unused portion of the line of credit

depending on our leverage ratio After an Investment Grade Debt Rating has been obtained we will pay facility fee ranging

from 0.2% to 0.4% of the total commitment In connection with the amendments of the credit agreement we incurred costs of

$7.0 million which are being amortized over the remaining term of the facility

Availability under the Senior Credit Facility is dependent upon number of factors including the Unencumbered Property

NOT the Unencumbered Management EBITDA and the Total Unsecured Outstanding Indebtedness each as defined in

the Amended and Restated Credit Agreement At December 31 2012 availability under the Senior Credit Facility was

$625.0 million of which we had drawn $253.0 million including $175.0 million under the Term Loan which we used to pay

for the cash portion of the Merger Consideration Note At December 31 2012 we paid interest on the Senior Credit Facility

at an annual interest rate consisting of LIBOR plus 2.00% In addition as of December 31 2012 our lenders had issued letters

of credit totaling $5.4 million on our behalf in connection with certain contractual obligations which reduce amounts that

may be drawn under the Senior Credit Facility The Revolver is currently expected to be utilized primarily for potential new

investments repayment of existing debt and general corporate purposes as well as for repurchases of our common stock from

the Estate Shareholders Note

We are required to ensure that the total Restricted Payments as defined in the Amended and Restated Credit Agreement

made in the current quarter when added to the total for the three preceding fiscal quarters does not exceed the greater of

95% of Adjusted Funds from Operations as defined in the Amended and Restated Credit Agreement and ii the amount

of Restricted Payments required in order for us to maintain our REIT status Restricted Payments include quarterly dividends

and the total amount of shares repurchased by us if any in excess of $50.0 million per year In addition to placing limitations

on dividend distributions and share repurchases the Amended and Restated Credit Agreement stipulates six financial

covenants that require us to maintain certain ratios and benchmarks at the end of each quarter

We were in compliance with all of these covenants at December 31 2012

CASH REQUIREMENTS

During the next 12 months we expect
that cash payments will include paying distributions to our stockholders and to our

affiliates who hold noncontrolling interests in entities we control and making scheduled mortgage loan principal payments

including mortgage balloon payments totaling $137.6 million as well as other normal recurring operating expenses

We expect to fund future investments any capital expenditures on existing properties and scheduled debt maturities on non-

recourse mortgage loans through cash generated from operations the use of our cash reserves or unused amounts on our

Revolver and equity or debt offerings

On July 23 2012 we entered into certain agreements with the Estate as described in Note including the Share Purchase

Agreement pursuant to which we remain conditionally obligated through March 31 2013 to purchase up to an aggregate

amount of $40.0 million of our common stock pursuant to the Third Sale Option We currently intend to draw on our Revolver

to finance this Sale Option if the Estate decides to exercise it
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OFF-BALANCE SHEET ARRANGEMENTS AND CONTRACTUAL OBLIGATIONS

1-3 YEARS 3-5 YEARSTOTAL

Non-recourse debt Principala 1732154 $174648 619026 $213222 $725258

Senior Credit Facility Principa1 253000 253000

Interest on borrowingsc 426133 92915 136385 85867 110966

Share Repurchased 40000 40000

Operating and other lease commitmentse 23839 2541 5058 3750 12490

Property improvement commitments 7491 7491

$2482617 $317595 $1013469 $302839 $848714

Excludes an unamortized discount of $16.8 million Note 12

Our $625.0 million Senior Credit Facility is scheduled to mature in December 2014 unless extended pursuant to its terms Amount in the table includes borrowings under our Revolver and $175.0 million

outstanding under the Teem Loan Facility

Interest on unhedged variable-rate debt obligations was calculated using the applicable annual variable interest rates and balances outstanding at December 31 2012

Represents remaining commitment to repurchase our shares from the Estate at December 31 2012 Note

Operating
and other lease commitments consist primarily of the future minimum rents payable on the lease for our principal

offices We are reimbursed by the Managed REITs for their share of the future

minimum rents pursuant to their respective advisory agreements with us These amounts are allocated among the entities based on
gross revenues and are adjusted quarterly

Amounts in the table above related to our foreign operations are based on the exchange rate of the local currencies at

December 31 2012 which consisted primarily of the euro At December 31 2012 we had no material capital lease

obligations for which we were the lessee either individually or in the
aggregate

Equity Method Investments

We have investments in unconsolidated investments that own single-tenant properties net leased to companies Generally the

underlying investments are jointly-owned with our affiliates Summarized financial information for these investments and our

ownership interest in the investments at December 31 2012 is presented below Cash requirements with respect to our share of

these debt obligations are discussed above under Cash Requirements Summarized financial information provided represents

the total amounts attributable to the investments and does not represent our proportionate share dollars in thousands

OWNERSHIP INTEREST

LESSEE AT DECEMBER 31 2012

1000 Logistiek Vastgoed V.aj

Airways Group Inc

The New York Times Company

Waldaschaff Automotive GmbH and Wagon Automotive

Nagold GmbHa

Del Monte Corporationa

Consolidated Systems Inc

SaarOTECa

Hellweg Die Profi-Baumarkte GmbH Co KG Hellweg 2a
Advanced Micro Devicesa

PETsMart Inc

Wanbishi Archives Co

The Talaria Company Hinckleya

Builders FirstSource Inc

The Upper Deck Companya

Schuler A.G.b

$1286575 $740596

We acquired our interest in this investment in connection with the Merger Note

Dollar amounts shown are based on the
exchange rate of the euro at December 31 2012

We acquired our interest in this investment in December 2012

Dollar amounts shown are based on the exchange rate of the
Japanese yen at December 31 2012

The table below summarizes our debt off-balance sheet arrangements and other contractual obligations at December 31 2012

and the effect that these arrangements and obligations are expected to have on our liquidity and cash flow in the specified

future periods in thousands

LESS THAN

YEAR

MORE THAN

YEARS

TOTAL THIRD- MATURITY

TOTAL ASSETS PARTY DEBT DATE

15% 191368 93187 3/2013

75% 29793 17275 4/2014

18% 248316 119185 9/2014

33% 42953 19415 8/2015

50% 12791 10896 8/2016

60% 16292 11001 11/2016

50% 6270 9027

45% 425913 328737

12/2016

1/2017

4/2017

67% 84146 55154 1/2019

30% 25988 19585 9/202

3% 50942 30264 3/2022

30% 49976 26870 6/2025

40% 13076 N/A

50% 21693 N/A

67% 67058 N/A
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Environmental Obligations

In connection with the purchase of many of our properties we required the sellers to perform environmental reviews We

believe based on the results of these reviews that our properties were in substantial compliance with Federal state and foreign

environmental statutes at the time the properties were acquired However portions of certain properties
have been subject to

some degree of contamination principally in connection with leakage from underground storage tanks surface spills or other

on-site activities In most instances where contamination has been identified tenants are actively engaged in the remediation

process
and addressing identified conditions Tenants are generally subject to environmental statutes and regulations regarding

the discharge of hazardous materials and any related remediation obligations In addition our leases generally require tenants

to indemnify us from all liabilities and losses related to the leased properties and the provisions
of such indemnifications

specifically address environmental matters The leases generally include provisions that allow for periodic environmental

assessments paid for by the tenant and allow us to extend leases until such time as tenant has satisfied its environmental

obligations Certain of our leases allow us to require financial assurances from tenants such as performance bonds or letters of

credit if the costs of remediating environmental conditions are in our estimation in excess of specified amounts Accordingly

we believe that the ultimate resolution of environmental matters should not have material adverse effect on our financial

condition liquidity or results of operations

CRITICAL ACCOUNTING ESTIMATES

Our significant accounting policies are described in Note Many of these accounting policies require judgment and the use

of estimates and assumptions when applying these policies in the preparation
of our consolidated financial statements On

quarterly basis we evaluate these estimates and judgments based on historical experience as well as other factors that we

believe to be reasonable under the circumstances These estimates are subject to change in the future if underlying assumptions

or factors change Certain accounting policies while significant may not require the use of estimates Those accounting

policies that require significant estimation and/or judgment are listed below

Purchase Price Allocation

In connection with our acquisition of properties we allocate the purchase price to tangible and intangible assets and liabilities

acquired based on their estimated fair values We determine the value of tangible assets consisting of land and buildings as if

vacant and record intangible assets including the above- and below-market value of leases and the value of in-place leases at

their relative estimated fair values

Tangible Assets

We determine the value attributed to tangible assets and additional investments in equity interests by applying discounted

cash flow model that is intended to approximate both what third party would pay to purchase the vacant property and rent

at current estimated market rates at selected capitalization rate In applying the model we assume that the disinterested party

would sell the property at the end of an estimated market lease term Assumptions used in the model are property-specific

where this information is available however when certain necessary
information is not available we use available regional and

property-type information Assumptions and estimates include the following

discount rate or internal rate of return

the marketing period necessary to put lease in place

carrying costs during the marketing period

leasing commissions and tenant improvement allowances

market rents and growth factors of these rents and

market lease term and cap rate to be applied to an estimate of market rent at the end of the market lease term

The discount rates and residual capitalization rates used to value the properties are selected based on several factors including

the creditworthiness of the lessees

industry surveys

property type

location and age

current lease rates relative to market lease rates and

anticipated lease duration

In the case where tenant has purchase option
deemed to be favorable to the tenant or the tenant has long-term renewal

options at rental rates below estimated market rental rates the appraisal assumes the exercise of such purchase option or long

term renewal options in its determination of residual value

Where property is deemed to have excess land the discounted cash flow analysis includes the estimated excess land value at

the assumed expiration of the lease based upon an analysis of comparable land sales or listings in the general market area of

the property grown at estimated market growth rates through the year of lease expiration
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The remaining economic life of leased assets is estimated by relying in part upon third-party appraisals of the leased assets

industry standards and based on our experience Different estimates of remaining economic life will affect the depreciation

expense that is recorded

Intangible Assets

When we acquire properties subject to net leases we determine the value of above-market and below-market lease intangibles

based on the difference between the contractual rents to be paid pursuant to the leases negotiated and in place at the time

of acquisition of the properties and ii our estimate of fair market lease rates for the property or similar property both of

which are measured over period equal to the estimated lease term which includes any renewal options with rental rates

below estimated market rental rates We discount the difference between the estimated market rent and contractual rent to

present value using an interest rate reflecting our current assessment of the risk associated with the lease acquired which

includes consideration of the credit of the lessee Estimates of market rent are generally determined by us relying in part upon

third-party appraisal obtained in connection with the property acquisition and can include estimates of market rent increase

factors which are generally provided in the appraisal or by local real estate brokers We measure the fair value of below-market

purchase option liabilities we acquire as the excess of the present value of the fair value of the real estate over the present value

of the tenants exercise price

We evaluate the specific characteristics of each tenants lease and any pre-existing relationship with each tenant in determining

the value of in-place lease intangibles To determine the value of in-place lease intangibles we consider the following

estimated market rent

estimated lease term including renewal options at rental rates below estimated market rental rates

estimated carrying costs of the property during hypothetical expected lease-up period and

current market conditions and costs to execute similar leases

Estimated carrying costs of the property include real estate taxes insurance other property operating costs and estimates

of lost rentals at market rates during the market participants expected lease-up periods based on assessments of specific

market conditions

We determine these values using our estimates or by relying in part upon third-party appraisals conducted by independent

appraisal firms

Goodwill

In the case of business combination after identifying all tangible and intangible assets and liabilities the excess consideration

paid over the fair value of the assets and liabilities acquired and assumed respectively represents goodwill We allocate

goodwill to the respective reporting units in which such goodwill arose

We evaluate goodwill on an annual basis The goodwill recorded in our Investment reporting unit is evaluated in the fourth

quarter of
every year In connection with the Merger we recorded goodwill in our Real Estate Ownership reporting unit Prior

to the Merger there was no goodwill recorded in our Real Estate Ownership reporting unit We will evaluate the goodwill

recorded in our Real Estate Ownership reporting unit in the second quarter of
every year

Impairments

We periodically assess whether there are any indicators that the value of our long-lived assets including goodwill may be

impaired or that their carrying value may not be recoverable These impairment indicators include but are not limited to

the vacancy of property that is not subject to lease lease default by tenant that is experiencing financial difficulty the

termination of lease by tenant or the rejection of lease in bankruptcy proceeding We may incur impairment charges on

long-lived assets including real estate direct financing leases assets held for sale and equity investments in real estate We may
also incur impairment charges on marketable securities and goodwill Estimates and judgments used when evaluating whether

these assets are impaired are presented below

Real Estate

For real estate assets that we intend to hold and use in which an impairment indicator is identified we follow two-step

process to determine whether an asset is impaired and to determine the amount of the charge First we compare the carrying

value of the propertys asset group to the future net undiscounted cash flow that we expect the propertys asset group will

generate including any estimated proceeds from the eventual sale of the propertys asset group The undiscounted cash flow

analysis requires us to make our best estimate of market rents residual values and holding periods We estimate market rents

and residual values using market information from outside sources such as broker quotes or recent comparable sales In cases

where the available market information is not deemed appropriate we perform future net cash flow analysis discounted for

inherent risk associated with each asset to determine an estimated fair value As our investment objective is to hold properties
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on long-term basis holding periods used in the undiscounted cash flow analysis generally range
from five to ten

years

Depending on the assumptions made and estimates used the future cash flow projected in the evaluation of long-lived assets

can vary within range of outcomes We consider the likelihood of possible outcomes in determining our estimate of future

cash flows If the future net undiscounted cash flow of the propertys asset group is less than the carrying value the
carrying

value of the propertys asset group is considered not recoverable We then measure the impairment loss as the excess of the

carrying value of the propertys asset group over its estimated fair value The property asset groups estimated fair value is

primarily determined using market information from outside sources such as broker quotes or recent comparable sales

Assets Held for Sale

We classify real estate assets that are accounted for as operating leases as held for sale when we have entered into contract to

sell the property all material due diligence requirements have been satisfied and we believe it is probable that the disposition

will occur within one year When we classify an asset as held for sale we carry the investment at the lower of its current

carrying value or as the expected sale price less expected selling costs We base the expected sale price on the contract and

the expected selling costs on information provided by brokers and legal counsel We then compare the assets expected sales

price less expected selling costs to its carrying value and if the expected sales price less expected selling costs is less than

the propertys carrying value we reduce the carrying value to the expected sales price less expected selling costs We will

continue to review the initial impairment for subsequent changes in the expected sales price and may recognize an additional

impairment charge if warranted

Direct Financing Leases

We review our direct financing leases at least annually to determine whether there has been an other-than-temporary decline

in the current estimate of residual value of the property The residual value is our estimate of what we could realize upon the

sale of the property at the end of the lease term based on market information and third-party estimates where available If this

review indicates that decline in residual value has occurred that is other-than-temporary we recognize an impairment charge

and revise the accounting for the direct financing lease to reflect portion of the future cash flow from the lessee as return of

principal rather than as revenue

When we enter into contract to sell the real estate assets that are recorded as direct financing leases we evaluate whether we

believe it is probable that the disposition will occur If we determine that the disposition is probable and therefore the assets

holding period is reduced we record an allowance for credit losses to reflect the change in the estimate of the undiscounted

future rents Accordingly the net investment balance is written down to fair value

Equity Investments in Real Estate and the Managed REITs

We evaluate our equity investments in real estate and in the Managed REITs on periodic basis to determine if there are

any indicators that the value of our equity investment may be impaired and to establish whether or not that impairment is

other-than-temporary To the extent impairment has occurred we measure the charge as the excess of the carrying value of

our investment over its estimated fair value which is determined by multiplying the estimated fair value of the underlying

investments net assets by our ownership interest percentage For our unconsolidated jointly-owned investments in real estate

we calculate the estimated fair value of the underlying investments real estate or net investment in direct financing lease

as described in Real Estate and Direct Financing Leases above The fair value of the underlying investments debt if any is

calculated based on market interest rates and other market information The fair value of the underlying investments other

financial assets and liabilities excluding net investment in direct financing leases have fair values that approximate their

carrying values For our investments in certain Managed REITs we calculate the estimated fair value of our investment using

the most recently published net asset value
per

share NAy of each Managed REIT which for CPA 17 Global and CWI is

deemed to be their initial public offering prices

Goodwill

We evaluate goodwill for possible impairment at least annually or upon the occurrence of triggering event using two-step

process
To identify any impairment we first compare the estimated fair value of each of our reporting units with their respective

carrying amount including goodwill We calculate the estimated fair value of the Investment Management reporting unit by

applying multiple based on comparable companies to earnings For the Real Estate Ownership reporting unit we calculate

its estimated fair value by applying multiple common to the real estate industry The selection of the comparable companies

and transactions to be used in our evaluation process could have significant impact on the fair value of our reporting units

and possible impairments If the fair value of the reporting unit exceeds its carrying amount we do not consider goodwill to be

impaired and no further analysis is required If the carrying amount of the reporting unit exceeds its estimated fair value we

then perform the second step to determine and measure the amount of the potential impairment charge
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For the second step we compare the implied fair value of the goodwill for each reporting unit with its respective carrying

amount and record an impairment charge equal to the excess of the carrying amount over the implied fair value We determine

the implied fair value of the goodwill by allocating the estimated fair value of the reporting unit to its assets and liabilities The

excess of the estimated fair value of the reporting unit over the amounts assigned to its assets and liabilities is the implied fair

value of the goodwill

We evaluate goodwill on an annual basis or upon the occurrence of triggering event Our annual impairment test for the

goodwill recorded in our Investment reporting unit is evaluated in the fourth quarter of every year As discussed in Note in

the accompanying consolidated financial statements in connection with the Merger we recorded goodwill in our Real Estate

Ownership reporting unit Prior to the Merger there was no goodwill recorded in our Real Estate Ownership reporting unit

We will evaluate the goodwill recorded in our Real Estate Ownership reporting unit in the second quarter of every year

Proposed Accounting Changes

The following proposed accounting changes may potentially impact our Real Estate Ownership and Investment Management

segments if the outcome has significant influence on sale-leaseback demand in the marketplace

The IASB and FASB have issued an Exposure Draft on joint proposal that would dramatically transform lease accounting

from the existing model These changes would impact most companies but are particularly applicable to those that are

significant users of real estate The proposal outlines completely new model for accounting by lessees whereby their rights

and obligations under substantially all leases existing and new would be capitalized and recorded on the balance sheet For

some companies the new accounting guidance may influence whether or not or the extent to which they may enter into the

type of sale-leaseback transactions in which we specialize The FASB and IASB met during the third quarter of 2012 and voted

to re-expose the proposed standard revised exposure draft for public comment is currently expected to be issued in 2013

with final standard expected to be issued during 2014 The boards also reached decisions which are tentative and subject to

change on single lessor accounting model and the accounting for variable lease payments along with several presentation

and disclosure issues As of the date of this Report the proposed guidance has not yet been finalized and as such we are unable

to determine whether this proposal will have material impact on our business

Supplemental Financial Measures

In the real estate industry analysts and investors employ certain non-GAAP supplemental financial measures in order to

facilitate meaningful comparisons between periods and among peer companies Additionally in the formulation of our goals

and in the evaluation of the effectiveness of our strategies we employ the use of supplemental non-GAAP measures which

are uniquely defined by our management We believe that these measures are useful to investors to consider because they may
assist them to better understand and measure the performance of our business over time and against similar companies

description of these non-GAAP financial measures and reconciliations to the most directly comparable GAAP measures are

provided below

Funds from Operations as Adjusted

Funds from Operations FF0 is non-GAAP measure defined by the National Association of Real Estate Investment Trusts

NAREIT NAREIT defines FF0 as net income or loss as computed in accordance with GAAP excluding depreciation and

amortization expense from real estate assets impairment charges on real estate gains or losses from sales of depreciated real

estate assets and extraordinary items however FF0 related to assets held for sale sold or otherwise transferred and included

in the results of discontinued operations are included These adjustments also incorporate the pro rata share of unconsolidated

subsidiaries FF0 is used by management investors and analysts to facilitate meaningful comparisons of operating

performance between periods and among our peers Although NAREIT has published this definition of FF0 companies often

modify this definition as they seek to provide financial measures that meaningfully reflect their distinctive operations

We modify the NAREIT computation of FF0 to include other adjustments to GAAP net income to adjust for certain non-cash

charges such as amortization of real estate-related intangibles deferred income tax benefits and expenses straight-line rents

stock compensation gains or losses from extinguishment of debt and deconsolidation of subsidiaries and unrealized foreign

currency exchange gains and losses Additionally we exclude expenses related to the Merger which are considered non

recurring and realized gains/losses on foreign exchange and derivatives which are not considered fundamental attributes of

our business plan and do not affect our overall long-term operating performance We refer to our modified definition of FF0

as AFFO We exclude these items from GAAP net income as they are not the primary drivers in our decision making process

Our assessment of our operations is focused on long-term sustainability and not on such non-cash items which may cause

short-term fluctuations in net income but have no impact on cash flows and we therefore use AFFO as one measure of our

operating performance when we formulate
corporate goals evaluate the effectiveness of our strategies and determine

executive compensation
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We believe that AFFO is useful supplemental measure for investors to consider because it will help them to better assess

the sustainability of our operating performance without the potentially distorting impact of these short-term fluctuations

However there are limits on the usefulness of AFFO to investors For example impairment charges and unrealized foreign

currency losses that we exclude may become actual realized losses upon the ultimate disposition of the properties in the form

of lower cash proceeds or other considerations We use our FF0 and AFFO measures as supplemental financial measures of

operating performance We do not use our FF0 and AFFO measures as nor should they be considered to be alternatives

to net earnings computed under GAAP or as alternatives to cash from operating activities computed under GAAP or as

indicators of our ability to fund our cash needs

FF0 and AFFO were as follows

IN THOUSANDS

Real Estate Ownership

YEARS ENDED DECEMBER 31

2012 2011 2010

Net income from real estate ownership attributable to Carey

Adjustments

Depreciation and amortization of real property

Impairment charges

Loss gain on sale of real estate net

Proportionate share of adjustments to equity in net income of partially-owned

entities to arrive at FF0

Depreciation and amortization of real property

Impairment charges

Proportionate share of adjustments for noncontrolling interests to arrive at FF0

Total adjustments

FF0 as defined by NAREIT

Adjustments

Gain on change in control of interests

Gain on deconsolidation of subsidiary

Other gains losses net

Other depreciation amortization and non-cash charges

Stock-based compensation

Deferred tax expense

Realized losses on foreign currency derivatives and otherd

Amortization of deferred financing costs

Straight-line and other rent adjustments

Above-market rent intangible lease amortization netd

Merger expenses

Proportionate share of adjustments to equity in net income of partially-owned

entities to arrive at AFFO

Other depreciation amortization and non-cash charges

Straight-line rent and other rent adjustments

Above-market rent intangible lease amortization net

AFFO adjustments to equity earnings from equity investments

Proportionate share of adjustments for noncontrolling interests to arrive at AFFO

Total adjustments

AFFO Real Estate Ownership

44895 86280 36866

45982 25324 19022

22962 10473 15381

3391

1090 1394

15233 38

5504 1984 727

56428 43585 41049

101323 129865 77915

20734 27859

1008

25 755

1662 176 1027

211 220 93

2745 3184

828

1843

4446 4255 295

7696

41338

624 25

1468 1641 2260

163

37234 10137 10696

692 272 116

58188 27117 7183

$159511 $102748 $85098

34Gain loss on sale of real estate net

2676

5545

460

64775257
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YEARS ENDED DECEMBER 31

2011THOUSANDS

Investment Management

2012 2010

Net income from investment management attributable to Careya 17237 52799 37106

FF0 as defined by NAREIT

Adjustments

Other depreciation amortization and other non-cash charges

Stock-based compensation

Deferred tax expense

Realized gains on foreign currency derivatives and other

Amortization of deferred financing costsd

Total adjustments

AFFO Investment Management

Total Company

FF0 as defined by NAREIT

17237 52799 37106

961 3791 6389

25841 17496 6989

24055 12019 4712

61

1197

3883 33306 8666

21120 86105 45772

$118560 $182664 $115021

AFFO $180631 $188853 $130870

Effective
April 12012 we include cash distributions and deferred revenue received and earned from the operating partnerships of CPA16 Global CPA17 Global and CWI in our Real Estate

Ownership segment Results of operations for the prior year periods have been reclassified to conform to the current period presentation

Gain on change in control of interests for the year ended December 31 2011 represents gain recognized on purchase
of the

remaining interests in two investments from CPAl4 Note which we had

previously accounted for under the equity method In connection with purchasing these properties we recognized net gain of $27.9 million during the year ended December 31 2011 to adjust the carrying

value of our existing interests in these investments to their estimated fair values

Gain on change in control of interests for the
year

ended December 31 2012 represents gain of $14.6 million recognized on our previously held interest in shares of CPA15 common stock and gain

of $6.1 million recognized on the purchase of the remaining interests in five investments from CPA15 which we had previously accounted for under the equity method We recognized net gain

of $20.7 million to adjust the carrying value of our existing interests in these investments to their estimated fair values

These adjustments were not significant prior to the Merger therefore they were not included in the calculation of AFFO in 2011 and 2010

Amount included $31.7 million of general and administrative expenses and $9.6 million of income tax expenses incurred in connection with the Merger

While we believe that FF0 and AFFO are important supplemental measures they should not be considered as alternatives to

net income as an indication of companys operating performance These non-GAAP measures should be used in conjunction

with net income as defined by GAAP FF0 and AFFO or similarly titled measures disclosed by other real estate investment

trusts may not be comparable to our FF0 and AFFO measures
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Quantitative and Qualitative Disclosures

About Market Risk

MARKET RISK

Market risk is the exposure to loss resulting from changes in interest rates foreign currency exchange rates and equity prices

The primary risks to which we are exposed are interest rate risk and foreign currency exchange risk We are also exposed to

further market risk as result of concentrations of tenants in certain industries and/or geographic regions Adverse market

factors can affect the ability of tenants in particular industry/region to meet their respective lease obligations In order to

manage this risk we view our collective tenant roster as portfolio and in our investment decisions we attempt to diversify

our portfolio so that we are not overexposed to particular industry or geographic region

Generally we do not use derivative instruments to hedge credit/market risks or for speculative purposes However from time

to time we may enter into foreign currency forward contracts to hedge our foreign currency cash flow exposures

INTEREST RATE RISK

The value of our real estate and related fixed rate debt obligations is subject to fluctuations based on changes in interest rates

The value of our real estate is also subject to fluctuations based on local and regional economic conditions and changes in

the creditworthiness of lessees all of which may affect our ability to refinance property-level mortgage debt when balloon

payments are scheduled Interest rates are highly sensitive to many factors including governmental monetary and tax policies

domestic and international economic and political conditions and other factors beyond our control An increase in interest

rates would likely cause the value of our owned and managed assets to decrease which would create lower revenues from

managed assets and lower investment performance for the managed funds Increases in interest rates may also have an impact

on the credit profile of certain tenants

We are exposed to the impact of interest rate changes primarily through our borrowing activities To limit this exposure we

attempt to obtain non-recourse mortgage financing on long-term fixed-rate basis However from time to time we or our

joint investment partners may obtain variable-rate non-recourse mortgage loans and as result may enter into interest rate

swap agreements or interest rate cap agreements with lenders that effectively convert the variable-rate debt service obligations

of the loan to fixed rate or limit the underlying interest rate from exceeding specified strike rate respectively Interest rate

swaps are agreements in which one party exchanges stream of interest payments for counterpartys stream of cash flow

over specific period and interest rate caps limit the effective borrowing rate of variable-rate debt obligations while allowing

participants to share in downward shifts in interest rates These interest rate swaps and
caps are derivative instruments

designated as cash flow hedges on the forecasted interest payments on the debt obligation The notional or face amount

on which the swaps or caps are based is not exchanged Our objective in using
these derivatives is to limit our exposure to

interest rate movements At December 31 2012 we estimate that the net fair value of our interest rate swaps and caps which

are included in Other assets net and Accounts payable accrued expenses and other liabilities in the consolidated financial

statements was in liability position of $22.5 million

At December 31 2012 significant portion approximately 87% of our long-term debt either bore interest at fixed rates was

swapped or capped to fixed rate or bore interest at fixed rates that were scheduled to convert to then-prevailing market fixed

rates at certain future points during their term The annual interest rates on our fixed-rate debt at December 31 2012 ranged

from 2.7% to 10.0% The annual interest rates on our variable-rate debt at December 31 2012 ranged from 1.2% to 7.6% Our

debt obligations are more fully described under Financial Condition in Item above The following table
presents principal

cash flows based upon expected maturity dates of our debt obligations outstanding at December 31 2012 in thousands

2013 2014 2015 2016 2017 THEREAFTER TOTAL FAIR VALIJE

Fixed-rate debt $138988 $286304 $229751 $80194 $116453 $470478 $1322168 $1332881

Variable-rate debt 35659 $345042 10929 7029 9547 $238023 646229 648104

The estimated fair value of our fixed-rate debt and our variable-rate debt that currently bears interest at fixed rates or has

effectively been converted to fixed rate through the use of interest rate swaps or that has been subject to interest rate
caps

is

affected by changes in interest rates decrease or increase in interest rates of 1% would change the estimated fair value of this
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debt at December 31 2012 by an aggregate
increase of $50.9 million or an aggregate decrease of $53.5 mffiion respectively

Annual interest expense on our unhedged variable-rate debt that does not bear interest at fixed-rates at December 31 2012

would increase or decrease by $2.6 million for each respective 1% change in annual interest rates As more fully described

under Financial Condition Summary of Financing
in Item above portion of the debt classified as variable-rate debt in

the tables above bore interest at fixed rates at December 31 2012 but has interest rate reset features that will change the fixed

interest rates to then-prevailing market fixed rates at certain points during their term Such debt is generally not subject to

short-term fluctuations in interest rates

FOREIGN CURRENCY EXCHANGE RATE RISK

We own investments in the European Union and as result are subject to risk from the effects of exchange rate movements

in various foreign currencies primarily the euro which may affect future costs and cash flows We manage foreign currency

exchange rate movements by generally placing both our debt obligation to the lender and the tenants rental obligation to

us in the same currency This reduces our overall exposure to the equity that we have invested and the equity portion of

our cash flow We are generally net receiver of these currencies we receive more cash than we pay out and therefore

our foreign operations benefit from weaker U.S dollar and are adversely affected by stronger U.S dollar relative to the

foreign currency For the year ended December 31 2012 we recognized net realized loss and unrealized foreign currency

transaction gain of $0.6 million and $1.2 mffiion respectively These losses are included in Other income and expenses in the

consolidated financial statements and were primarily due to changes in the value of the euro on accrued interest receivable on

notes receivable from consolidated subsidiaries

We enter into foreign currency forward contracts to hedge certain of our foreign currency cash flow exposures foreign

currency forward contract is commitmentto deliver certain amount of foreign currency at certain price on specific date

in the future The net estimated fair value of our foreign currency forward contracts which are included in Accounts payable

accrued expenses and other liabilities in the consolidated financial statements was in net liability position of $2.1 million

at December 31 2012 We obtain non-recourse mortgage financing in the local currency in order to mitigate our exposure to

changes in foreign currency exchange rates To the extent that currency fluctuations increase or decrease rental revenues as

translated to U.S dollars the change in debt service as translated to U.S dollars will partially offset the effect of fluctuations in

revenue and to some extent mitigate the risk from changes in foreign currency exchange rates

Scheduled future minimum rents exclusive of renewals under non-cancelable operating leases for our consolidated foreign

operations as of December 31 2012 during each of the next five years and thereafter are as follows in thousands

LEASE REVENUES1 2013 2014 2015 2016 2017 THEREAFTER TOTAL

Euro $83329 $83379 $70642 $58139 $48726 $367485 $711700

Britishpound sterling 1440 1575 1575 1575 1575 31794 39534

$84769 $84954 $72217 $59714 $50301 $399279 $751234

Scheduled debt service payments principal and interest for mortgage notes payable for our consolidated foreign operations as

of December 31 2012 during each of the next five years and thereafter are as follows in thousands

DEBT SERVICE1 2013 2014 2015 2016 2017 THEREAFTER TOTAL

Euro $72065 $191167 $177617 $27715 $13699 $221847 $704110

British pound ster1ing 752 824 11065 12641

$72817 $191991 $188682 $27715 $13699 $221847 $716751

Amounts are based on the applicable exchange rates at December 31 2012 Contractual rents and debt obligations are denominated in the functional
currency

of the country of each propertr

Interest on unhedged variable-rate debt obligations was calculated using the applicable annual interest rates and balances outstanding at December 31 2012

We estimate that for 1% increase or decrease in the
exchange rate between the euro and the U.S dollar there would be corresponding change in the projected property

level cash flow at

December 31 2012 of $0.1 million

We estimate that for 1% increase or decrease in the exchange rate between the British pound sterling and the U.S dollar there would be corresponding change
the

projected property
level cash flow at

December 312012 of $0.3 million

As result of scheduled balloon payments on our international non-recourse mortgage loans projected debt service

obligations exceed projected lease revenues in 2014 and 2015 In 2014 and 2015 balloon payments totaling $147.8 million

and $164.1 mfflion respectively are due in each year on five non-recourse mortgage loans that are collateralized by properties

that we own affiliates We currently anticipate that by their respective due dates we wifi have refinanced certain of these

loans but there can be no assurance that we will be able to do so on favorable terms if at all If that has not occurred we would

expect to use our cash resources including unused capacity on our Revolver to make these payments if necessary
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of Carey Inc

In our opinion the accompanying the consolidated balance sheets and the related consolidated statements of income

comprehensive income shareholders equity and cash flows present fairly in all material respects the financial position of

Carey Inc and its subsidiaries at December 31 2012 and December 31 2011 and the results of their operations and their cash

flows for each of the three years in the period ended December 31 2012 in conformity with accounting principles generally

accepted in the United States of America Also in our opinion the Company maintained in all material respects effective

internal control over financial reporting as of December 31 2012 based on criteria established in Internal Control Integrated

Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission COSO The Companys

management is responsible for these financial statements for maintaining effective internal control over financial reporting and

for its assessment of the effectiveness of internal control over financial reporting appearing on page 106 of the 2012 Annual

Report to Shareholders Our responsibility is to express opinions on these financial statements and on the Companys internal

control over financial reporting based on our integrated audit We conducted our audits in accordance with the standards

of the Public Company Accounting Oversight Board United States Those standards require that we plan and perform the

audits to obtain reasonable assurance about whether the financial statements are free of material misstatement and whether

effective internal control over financial reporting was maintained in all material respects Our audits of the financial statements

included examining on test basis evidence supporting the amounts and disclosures in the financial statements assessing

the accounting principles used and significant estimates made by management and evaluating the overall financial statement

presentation Our audit of internal control over financial reporting included obtaining an understanding of internal control

over financial reporting assessing the risk that material weakness exists and testing and evaluating the design and operating

effectiveness of internal control based on the assessed risk Our audits also included performing such other procedures as we

considered
necessary

in the circumstances We believe that our audits provide reasonable basis for our opinions

companys internal control over financial reporting is process designed to provide reasonable assurance regarding the

reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally

accepted accounting principles companys internal control over financial reporting includes those policies and procedures

that pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and

dispositions of the assets of the company ii provide reasonable assurance that transactions are recorded as necessary
to

permit preparation of financial statements in accordance with generally accepted accounting principles and that receipts and

expenditures of the company are being made only in accordance with authorizations of management and directors of the

company and iii provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition use or

disposition of the companys assets that could have material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also

projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate

because of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

February 26 2013
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Consolidated Balance Sheets

IN THOUSANDS EXCEPT SHARE AND PER SHARE AMOUNTS

Assets

Investments in real estate

Real estate at cost inclusive of amounts attributable to consolidated variable

interest entities VIEs of $78745 and $41032 respectively

Operating real estate at cost inclusive of amounts attributable to

consolidated VIEs of $0 and $26318 respectively

Accumulated depreciation inclusive of amounts attributable to

consolidated VIEs of $16110 and $22350 respectively

Net investments in properties

Real estate under construction

Net investments in direct financing leases inclusive of amounts attributable to

consolidated VIEs of $23921 and $0 respectively

Assets held for sale

Equity investments in real estate and the Managed REITs

Net investments in real estate

Cash inclusive of amounts attributable to consolidated VIEs

of $17 and $230 respectively

Due from affiliates

Goodwill

In-place lease net inclusive of amounts attributable to consolidated VIEs

of $3823 and $0 respectively

Above-market rent net inclusive of amounts attributable to consolidated VIEs

of $2773 and $0 respectively

Other intangible assets net inclusive of amounts attributable to consolidated VIEs

of $297 and $0 respectively

Other assets net inclusive of amounts attributable to consolidated VIEs

of $4232 and $2773 respectively

Total assets

Liabilities and Equity

Liabilities

Non-recourse debt inclusive of amounts attributable to consolidated VIEs

of $30326 and $14261 respectively

Senior credit facility

Accounts payable accrued expenses and other liabilities inclusive of amounts

attributable to consolidated VIEs of $7659 and $1651 respectively

Income taxes net

Distributions payable

Total liabilities

Redeemable noncontrolling interest

Redeemable securities related party Note

Commitments and contingencies Note 13

DECEMBER 31

2012 2011

$2331613 646482

99703 109875

136068 135175

2295248 621182

2875

376005 58000

1445

565626 538749

3241199 1217931

123904 29297

36002 38369

329132 63607

447278 44578

279885 4822

10200 12950

141442 51069

$4609042 $1462623

$1715397 356209

253000 233160

265132

24959

45700

2304188

7531

40000

82055

44783

22314

738521

7700
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Consolidated Balance Sheets Continued

DECEMBER 31

IN THOUSANDS EXCEPT SHARE AND PER SHARE AMOUNTS 2012 2011

Equity

Carey stockholders equity

Listed shares of Carey Co LLC no par value 100000000 shares authorized

and 39729018 shares issued and outstanding respectively

Common stock of Carey Inc $0.00 par value 450000000 shares authorized

68901933 and shares issued and outstanding respectively 69

Preferred stock of Carey Inc $0.00 par value 50000000 shares authorized

None issued

Additional paid-in capital 2175820 779071

Distributions in excess of accumulated earnings 172182 95046

Deferred compensation obligation 8358 7063

Accumulated other comprehensive loss 4649 8507

Less treasury stock at cost 416408 and shares respectively 20270

Total Carey stockholders equity 1987146 682581

Noncontrolling interests 270177
_____

33821

Total equity 2257323 716402

Total liabilities and equity $4609042 $1462623

See Notes to Consolidated Financial Statement
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Consolidated Statements of Income

108707

15796

124503

56666

48355

19914

98245

26312

373995

1396

62392

20744

3402

50573

37361

86154

6783

79371

922

5019

12495

16592

62779

607

40

52360

10278

62638

66808

46831

52515

11664

64829

22499

327784

2001

51228

27859

4578

21770

63896

189207

37214

151993

1366

1008

3391

11838

12855

139138

1864

1923

41940

9542

51482

76246

44525

11096

60023

17273

260645

1269

30992

781

627

15636

18033

109649

25814

83835

4897

460

14241

8884

74951

314

1293

YEARS ENDED DECEMBER 31

IN THOUSANDS EXCEPT SHARE AND PER SHARE AMOUNTS 2012 2011 2010

Revenues

Lease revenues

Rental income

Interest income from direct financing leases

Total lease revenues

Asset management revenue from affiliates

Structuring revenue from affiliates

Incentive termination and subordinated disposition revenue from affiliates

Wholesaling revenue

Reimbursed costs from affiliates

Other real estate income

144809 93733 73427

98245 64829 60023

48790 24347 18309

13041 10145 8009

9850 10784 8121

10467 1365 1140

325202 202473 169029

Operating Expenses

General and administrative

Reimbursable costs

Depreciation and amortization

Property expenses

Other real estate
expenses

Impairment charges

Other Income and Expenses

Other interest income

Income from equity investments in real estate and the Managed REITs

Gain on change in control of interests

Other income and expenses

Interest expense

Income from continuing operations before income taxes

Provision for income taxes

Income from continuing operations

Discontinued Operations

Income from operations of discontinued properties

Gain on deconsolidation of subsidiary

Loss gain on sale of real estate

Impairment charges

Loss from discontinued operations net of tax

Net Income

Net income loss attributable to noncontrolling interests

Less Net income attributable to redeemable noncontrolling interest

Net income attributable to Carey 62132 139079 73972
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Consolidated Statements of Income Continued

IN THOUSANDS EXCEPT SHARE AND PER SHARE AMOUNTS

Basic Earnings Per Share

Income from continuing operations attributable to Carey

Loss from discontinued operations attributable to Carey

Net income attributable to Carey

Diluted Earnings Per Share

Income from continuing operations attributable to Carey

Loss from discontinued operations attributable to Carey

Net income attributable to Carey

Weighted Average Shares Outstanding

Basic

Diluted

Amounts Attributable to Carey

Income from continuing operations net of tax

Loss from discontinued operations net of tax

Net income attributable to Carey

See Notes to Consolidated Financial Statements

YEARS ENDED DECEMBER 31

2012 2011 2010

1.65 3.76 2.08

0.35 0.32 0.22

$1.30 3.44 1.86

$1.62 3.74 2.08

0.34 0.32 0.22

1.28 3.42 1.86

47389460 39819475 39514746

48078474 40098095 40007894

78724 $151934 $82856

16592 12855 8884

62132 $139079 $73972

50.W Carey Inc



Consolidated Statements of Comprehensive Income

2012

$62779

7809

2262

5540

68319

607

1676

2283

46
$65990

YEARS ENDED DECEMBER 31

2011

$139138

1796

3588

11

5395

133743

1864

346

2210

1918

$134035

2010

$74951

1227

757

1978

72973

314

816

502

12

1281

$71190

IN THOUSANDS

Net Income

Other Comprehensive Income Loss

Foreign currency translation adjustments

Unrealized loss on derivative instruments

Change in unrealized depreciation appreciation on marketable securities

Comprehensive income

Amounts Attributable to Noncontrolling Interests

Net income loss

Foreign currency translation adjustments

Comprehensive income loss attributable to noncontrolling interests

Amounts Attributable to Redeemable Noncontrolling Interest

Net income

Foreign currency translation adjustments

Comprehensive income attributable to redeemable noncontrolling interest

Comprehensive income attributable to Carey

See Notes to Consolidated Financial Statements

40 1923 1293
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Consolidated Statements of Equity
Years Ended December 31 2012 2011 and 2010

IN THOUSANDS EXCEPT SHARE AND PER SHARE AMOUNTS

Balance at
January 12010 39204605

Cash proceeds on issuance of shares net

Grants issued in connection with services rendered

Shares issued under share incentive plans 368012

Contributions

Forfeitures of shares 47214

Distributions declared $2.03 per share

Distributions to noncontrolling
interests

Windfall tax benefits share incentive plans

Stock-based compensation expense

Repurchase and retirement of shares

Redemption value adjustment

Tax impact of purchase of Carey International LLC interest

Reclassification of the third-party
interest in Carey Storage

Net income

Other comprehensive loss

Foreign currency translation adjustments

Unrealized loss on derivative instruments

Change in unrealized
appreciation

on marketable securities

Balance at December 31 2010

Cash proceeds on issuance of shares net

Grants issued in connection with services rendered

Shares issued under share incentive plans 576148

Contributions

Forfeitures of shares 3562

Distributions declared $2.19 per share

Distributions to noncontrolling interests

Windfall tax benefits share incentive plans

Stock based compensation expense

Repurchase and retirement of shares

Redemption value adjustment

Purchase of
noncontrolling

interest

Net income

Other comprehensive loss

Foreign currency translation adjustments

Unrealized loss on derivative instruments

Change in unrealized
depreciation on marketable securities

3223 3223

274 274

88055 88055

6000 6000

2569 2569

17290 17290

4761 4761

455 455

1612 7491

1864 137215

1445 387 1832

3588 3588

196802

CAREY STOCKHOLDERS

COMMON STOCK DISTRIBUTIONS ACCUMULATED

ADDITIONAL IN EXCESS OF DEFERRED OTHER TOTAL
50.001 PAR VALUE

NO PAR VALUE PAID-IN ACcUMULATED COMPENSATION COMPREHENSIVE TREASURY CAREY NONCONTROLLING

SHARES SHARES AMOUNT CAPITAL EARNINGS OBLIGATION LOSS STOCK STOCKHOLDERS INTERESTS

$75450 8138442

TOTAL

267358

3724

450

1517

81299

2354

8149 188

2317

471

1637

73972

$10249 681 625633 6775 632408

3724 3724

450 450

14261 14261

1517 1517

81299 81299

3305 3305

2354 2354

7961 7961

2317 2317

471 471

1637 1637

22402 22402

73972 314 73658

2031 2031 642 1389

757 757 757

5285

39454847 763734 145769 10511 3463 625013 40461 665474

45674 1488 1488 1488

274

700

88356 301

2569

21739 4449

349374 4761

455

5879

139079

700 700

5879

139079

1445

3588

11

682581

__________
11

33821 716402Balance at Decembei 31 2011 3929018 779071 95046 7063

11

8507



-Q

CAREY STOCKHOLDERS

COMMON STOCK DISTRIBUTIONS ACCUMULATED

0001 PAR VALUE
ADDITIONAL IN EXCESS OF DEFERRED OTHER TOTAL

NO PAR VALUE PAID-IN ACCUMULATED COMPENSATION COMPREHENSIVE TREASURY CAREY NONCONTROLLING
IN THOUSANDS EXCEPT SHARE AND PER SHARE AMOUNTS SHARES SHARES AMOUNT CAPITAL EARNINGS OBLIGATION LOSS STOCK STOCKHOLDERS INTERESTS TOTAL

Balance at
January 12012 39729018 779 071 95046 7063 $8507 682581 33821 716.402

Exchange of shares of Carey Co LLC for shares of

Carey Inc in Connection with the Merger 39834827 39834827 40 40
Shares issued to stockholders of CPA15 in Connection with

the Merger 28170643 28 1380333 1380361 1380361

Purchase of noncontrolling interests in connection with

the Merger 154 154 237513 237359

Reclassification of Estate Shareholders shares 40000 40000 40000

Cash proceeds on issuance of shares net 30993 13768 1553 1553 1553

Cash proceeds on issuance of shares to third
party 937500 44999 45000 45000

Grants issued in connection with services rendered 427425 3822

Shares issued under share incentive plans 238728 27044 646 646 646

Contributions
3291 3291

Forfeitures of shares 29919

Windfall tax benefits share incentive plans 10185 10185 10185

Stock based compensation expense 25067 971 26038 26038

Redemption value adjustment 840 840 840

Distributions to
noncontrolling

interests 6649 6649

Distributionsdeclared$2.44pershare 139268 324 138944 138944

Purchase of
treasury

stock from related parties Note 561418 416408 45270 45270 45270

Cancellation of shares 85671 25000 25000

Net income 62132 62132 607 62739

Other comprehensive loss

Foreign currency translation adjustments 6127 6127 1594 7721

Unrealized loss on derivative instruments 2262 2262 2262

Change in unrealized depreciation on marketable securities

BalanceatDecember3l2012 68485525 $69 $2175820 $172182 8358 $4649 $20270 $1987146 $270177 $2257323

See Notes to Consolidated Financial Statements



Consolidated Statements of Cash Flows

YEARS ENDED DECEMBER 31

IN THOUSANDS 2012 2011 2010

Cash Flows Operating Activities

Net income 62779 139138 74951

Adjustments to net income

Depreciation
and amortization including intangible assets and

deferred financing costs 55114 29616 24443

Income loss from equity investments in real estate and

the Managed REITs in excess of distributions received 17271 310 4920

Straight-line rent financing
lease adjustments and amortization

of rent-related intangibles 2831 3698 286

Amortization of deferred revenue 9436 6291

Gain on deconsolidation of subsidiary 1008

Loss gain on sale of real estate 2773 3391 460

Unrealized gain loss on foreign currency transactions and others 1861 138 300

Realized loss gain on foreign currency transactions and others 610 965 731

Allocation of loss to profit-sharing interest 781

Management and disposition income received in shares of Managed REITs 28477 73936 35235

Gain on conversion of shares 15 3806

Gain on change in control of interests 20794 27859

Impairment charges 22962 10473 15381

Stock-based compensation expense 26038 17716 7082

Deferred acquisition revenue received 21059 21546 21204

Increase in structuring revenue receivable 20304 19537 20237

Decrease increase in income taxes net 18277 244 1288

Net changes in other operating assets and liabilities 2912 5356 6422

Net cash provided by operating activities 80643 80116 86417

Cash Flows Investing Activities

Cash paid to stockholders of CPA15 in the Merger 152356

Cash acquired in connection with the Merger 178945

Distributions received from equity investments in real estate and

the Managed REITs in excess of equity income 46294 20807 18758

Capital contributions to equity investments 726 2297

Purchase of interests in CPA16 Global 121315

Purchases of real estate and equity investments in real estate 3944 24315 96884

Value added taxes VAT paid in connection with acquisition of real estate 4222

VAT refunded in connection with acquisitions of real estate 5035

Capital expenditures 6204 13239 5135

Cash acquired on acquisition of subsidiaries 57

Proceeds from sale of real estate 73204 12516 14591

Proceeds from sale of securities 372 818

Funding of short-term loans to affiliates 96000
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YEARS ENDED DECEMBER 31

IN THOUSANDS 2012 2011 2010

Proceeds from repayment of short-term loans to affiliates 96000

Funds placed in escrow 46951 6735 1571

Funds released from escrow 37832 2584 36620

Net cash provided by used in investing activities 126466 126084 37843

Cash Flows Financing Activities

Distributions paid 113867 85814 92591

Contributions from noncontrolling interests 3291 3223 14261

Distributions paid to noncontrolling interests 7314 7258 4360

Contributions from profit-sharing interest 3694

Distributions to profit-sharing interest 693

Purchase of noncontrolling interest 7502

Purchase of treasury stock from related party Note 45270

Scheduled payments of mortgage principal 54964 25327 14324

Proceeds from mortgage financing 23750 45491 56841

Proceeds from senior credit facility 300000 251410 83250

Repayments of senior credit facility 280160 160000 52500

Payment of financing costs 2557 7778 1204

Funds placed in escrow 1970

Proceeds from issuance of shares 51644 1488 3724

Windfall tax benefit associated with stock-based compensation awards 10185 2569 2354

Net cash used in provided by financing activities 113292 10502 1548

Change in Cash and Cash Equivalents During the Year

Effect of exchange rate changes on cash 790 70 783

Net increase decrease in cash and cash equivalents 94607 35396 46243

Cash and cash equivalents beginning of
year 29297 64693 18450

Cash and cash equivalents end of year 123904 29297 64693
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Consolidated Statements of Cash Flows Continued

Supplemental Noncash Investing and Financing Activities

In July 2012 we entered into share purchase agreement Note to repurchase up to an aggregate amount of $85.0 million

of our common stock from the Estate Upon the execution of the agreement we reclassified $85.0 million from Additional

paid-in capital to Redeemable securities

On September 28 2012 we merged with CPA15 In the Merger CPA15 stockholders received $1.25 in cash and 0.2326

shares of our common stock for each share of CPA 15 common stock held at the completion of the Merger Note The

purchase price was allocated to the assets acquired and liabilities assumed based upon their preliminary fair values The

following table summarizes estimated fair values of the assets acquired and liabilities assumed in the acquisition based on the

current best estimate of management in thousands

Assets Acquired at Fair Value

Investments in real estate 1762872

Net investment in direct financing leases 315789

Equity investments in real estate 166247

Intangible assets 695310

Other assets 81750

Liabilities Assumed at Fair Value

Non-recourse debt 1350755

Accounts payable accrued
expenses

and other liabilities 186795

Amounts attributable to noncontrolling interests 237359

Net assets acquired excluding cash 1247059

Fair value of common shares issued 1380362

Cash consideration 152356

Fair value of Carey Co LLC equity interest in CPA 15 prior to the Merger 107147

Fair value of Carey Co LLC equity interest in jointly-owned investments

with CPA15 prior to the Merger 54822

Goodwill 268683

Cash acquired on acquisition of subsidiaries 178945

Prior to our implementation of Emerging Issues Task Force EITF 10-E Accounting for Deconsolidation of Subsidiary That Is

In -Substance Real Estate we deconsolidated wholly-owned subsidiary because we no longer had control over the activities that

most significantly impact its economic performance following possession
of the subsidiarys property by receiver Note 17 The

following table
presents

the assets and liabilities of the subsidiary on the date of deconsolidation in thousands

Assets

Net investments in properties 5340

Intangible assets and goodwill net 15

Total 5325

Liabilities

Non-recourse debt 6311

Accounts payable accrued
expenses

and other liabilities 22

Total $6333
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On May 2011 in connection with entering into an amended and restated advisory agreement with CPA16 Global we

received special membership interest in CPA16 Globals operating partnership and recorded as consideration $28.3 mfflion

adjustment to Equity investments in real estate and the Managed REITs to reflect the fair value of our special interest in that

operating partnership Note

Also on May 2011 we exchanged 11113050 shares of CPA 14 for 13260091 shares of CPA 16 Global resulting in gain

of approximately $2.8 million Additionally we recognized gain of $1.0 million on the conversion of our termination revenue

to shares of CPA 14 as result of the fair value of the shares received exceeding the termination revenue Note

In May 2011 we purchased the remaining interests in our Federal Express and Amylin investments from CPA 14 which we

had previously accounted for under the equity method In connection with purchasing these interests and gaining control

we recognized net gain of $27.9 million to adjust the carrying value of our existing interests in these investments to their

estimated fair values We also assumed two non-recourse mortgages on the related properties with an aggregate fair value of

$87.6 million at the date of acquisition Note

Supplemental Cash Flows Information

YEARS ENDED DECEMBER 31

IN THOUSANDS 2012 2011 2010

Interest paid $38092 $21168 $15351

Income taxes paid $12501 $33641 $24307

See Notes to Consolidated Financial Statements
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Notes to Consolidated Financial Statements

BUSINESS AND ORGANIZATION

At December 31 2012 Carey Inc is REIT that provides long-term financing via sale-leaseback and build-to-suit

transactions for companies worldwide and manages global investment portfolio We invest primarily in commercial

properties domestically and internationally We earn revenue principally by leasing the properties we own to single corporate

tenants primarily on triple-net leased basis which requires each tenant to pay substantially all of the costs associated with

operating and maintaining the property Through our TRSs we also earn revenue as the advisor to publicly-owned non-listed

REITs which are sponsored by us under the Corporate Property Associates brand name and invest in similar properties At

December 31 2012 we were the advisor to the following CPA REITs CPA 16 Global and CPA 17 Global and we were

the advisor to CPA15 until its merger with and into us on September 28 2012 Note We are also the advisor to CWI
which acquires interests in lodging and lodging-related properties At December 31 2012 we owned and/or managed 1007

properties domestically and internationally Our owned portfolio was comprised of our full or partial ownership interest in

423 properties substantially all of which were net leased to 124 tenants and totaled approximately 38.5 million
square

feet In

addition through our consolidated subsidiaries Carey Storage and Livho we had interests in 21 self-storage properties and

hotel property respectively for an aggregate of approximately 0.8 million square feet at December 31 2012 All references to

square feet are unaudited

We were formed as corporation under the laws of Maryland on February 15 2012 On February 17 2012 our predecessor

Carey Co LLC announced its intention to reorganize to qualify as REIT for federal income tax purposes Prior to

the REIT Reorganization our predecessor was limited liability company formed under the laws of Delaware on July 15

1996 and as limited liability company was not subject to federal income taxation as long as it satisfied certain requirements

relating to its operations and passed through any tax liabilities or benefits to its shareholders however certain of its

subsidiaries were engaged in investment management operations and were subject to U.S federal state and local income taxes

and some of its subsidiaries may have also been subject to foreign taxes On September 13 2012 Carey Co LLCs

shareholders approved the REIT Reorganization In connection with the Merger Carey Co LLC completed an internal

reorganization whereby Carey Co LLC and its subsidiaries merged with and into Carey Inc with Carey Inc

as the surviving corporation succeeding to and continuing to operate the existing business of Carey Co LLC Upon

consummation of the REIT Reorganization the 40396245 outstanding shares of Carey Co LLC no par
value

per

share were converted into the right to receive an equal number of shares of Carey Inc common stock par
value $0.00

per share which are subject to certain share ownership and transfer restrictions designed to protect our ability to remain

qualified as real estate investment trust total of 40396245 shares of our common stock were issued to the shareholders of

Carey Co LLC in exchange for an aggregate of 40396245 shares they owned on the date of closing Immediately after

the REIT Reorganization the shares of Carey Co LLC were delisted from the NYSE and the shares were canceled and

our common stock became listed on the NYSE under the same symbol WPC

The REIT Reorganization was accounted for as transaction between entities under common control Accordingly the assets

and liabilities of our predecessor were recognized at their carrying amounts at the date of the REIT Reorganization As such

in the consolidated financial statements the historical results of our predecessor are included for the pre-REIT Reorganization

period and the consolidated results which include the Merger with CPA15 are included subsequent to the effective date of

the Merger Note

We have elected to be taxed as REIT under Section 856 through 860 of the Internal Revenue Code effective February 15 2012

for the
year ending December 31 2012 Note 16 As REIT we are not generally subject to U.S federal income taxation as

long as we satisfy certain requirements principally relating to the nature of our income and the level of our distributions as

well as other factors We now hold substantially all of our real estate assets attributable to our Real Estate Ownership segment

including the assets acquired from CPA15 in the Merger under the new REIT structure while the activities conducted by our

Investment Management segment subsidiaries have been organized under TRSs

Primary Reportable Segments

Real Estate Ownership We own and invest in commercial properties in the U.S and the European Union that are then

leased to companies primarily on triple-net lease basis We may also invest in other properties if opportunities arise We

own interests in the Managed REITs and account for these interests under the equity method of accounting In addition we
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receive percentage of distributions of Available Cash as defined in the respective advisory agreements from the operating

partnerships of each of the Managed REITs and earn deferred revenue from our special member interest in CPA16
Globals

operating partnership Effective April 2012 we include such distributions and deferred revenue in our Real Estate

Ownership segment Note 18

In vestment Management Through our TRSs we structure and negotiate investments and debt placement transactions for

the Managed REITs for which we earn structuring revenue and manage their portfolios of real estate investments for which

we earn asset-based management and performance revenue We earn asset-based management and historically we earned

performance revenue from the Managed REITs based on the value of their real estate-related self-storage-related and lodging-

related assets under management As funds available to the Managed REITs are invested the asset base from which we earn

revenue increases We may also earn incentive and disposition revenue and receive other compensation in connection with

providing liquidity alternatives to the Managed REITs stockholders

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Consolidation

The consolidated financial statements reflect all of our accounts including those of our majority-owned and/or controlled

subsidiaries The portion of equity in subsidiary that is not attributable directly or indirectly to us is presented as

noncontrolling interests All significant intercompany accounts and transactions have been eliminated The consolidated

financial statements include the historical results of our predecessor prior to the REIT Reorganization and the Merger

When we obtain an economic interest in an entity we evaluate the entity to determine if it is deemed VIE and if so whether

we are deemed to be the primary beneficiary and are therefore required to consolidate the entity Significant judgment is

required to determine whether VIE should be consolidated We review the contractual arrangements provided for in the

partnership agreement or other related contracts to determine whether the entity is considered VIE and to establish whether

we have any variable interests in the VIE We then compare our variable interests if any to those of the other variable interest

holders to determine which party is the primary beneficiary of VIE based on whether the entity has the power to direct

the activities that most significantly impact the economic performance of the VIE and ii has the obligation to absorb losses

or the right to receive benefits of the VIE that could potentially be significant to the VIE

For an entity that is not considered to be VIE the general partners in limited partnership or similar entity are presumed

to control the entity regardless of the level of their ownership and accordingly may be required to consolidate the entity We

evaluate the partnership agreements or other relevant contracts to determine whether there are provisions in the agreements

that would overcome this presumption If the agreements provide the limited partners with either the substantive ability

to dissolve or liquidate the limited partnership or otherwise remove the general partners
without cause or substantive

participating rights the limited partners rights overcome the presumption of control by general partner of the limited

partnership and therefore the general partner must account for its investment in the limited partnership using the equity

method of accounting

We have investments in tenancy-in-common interests in various domestic and international properties Consolidation of

these investments is not required as such interests do not qualify as VIEs and do not meet the control requirement required

for consolidation Accordingly we account for these investments using the equity method of accounting We use the equity

method of accounting because the shared decision-making involved in tenancy-in-common interest investment provides us

with significant influence on the operating and financial decisions of these investments

We apply accounting guidance for consolidation of VIEs to certain entities in which the equity investors do not have the

characteristics of controlling financial interest or do not have sufficient equity at risk for the entity to finance its activities

without additional subordinated financial support from other parties Fixed price purchase and renewal options within lease

as well as certain decision-making rights within loan can cause us to consider an entity VIE

Additionally we own interests in single-tenant net leased properties leased to companies through noncontrolling interests

in partnerships and limited liability companies that we do not control but over which we exercise significant influence We

account for these investments under the equity method of accounting At times the carrying value of our equity investments

may fall below zero for certain investments We intend to fund our share of the investments future operating deficits should

the need arise However we have no legal obligation to pay for any of the liabilities of such investments nor do we have any

legal obligation to fund operating deficits

One of our directors and officers was the sole shareholder of Livho subsidiary that operates hotel investment Note

We consolidated the accounts of Livho in our consolidated financial statements because it was VIE and we were its

primary beneficiary
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In order to streamline Livhos corporate structure in August 2012 the director and officer transferred his ownership interest in

Livho to one of our subsidiaries Carey REIT II Inc Carey REIT II for no consideration Immediately after the ownership

transfer Livho is no longer VIE as we own 100% of the entity We continue to consolidate the accounts of Livho

We formed CWI in March 2008 for the purpose of acquiring interests in lodging and lodging-related properties In April 2010

CWI filed
registration statement with the SEC to sell up to $1.0 billion of its common stock in an initial public offering plus

up to an additional $237.5 million of its common stock under dividend reinvestment plan This registration statement was

declared effective by the SEC in September 2010 Through December 31 2010 the financial activity of CWI which had no

significant assets liabilities or operations was included in our consolidated financial statements as we owned all of CWIs

outstanding common stock Beginning in 2011 we have accounted for our interest in CWI under the equity method of

accounting because as the advisor we do not exert control over but we have the ability to exercise significant influence on
CWI Similarly we formed new CPA REIT CPA18 Global in September 2012 Through December 31 2012 the financial

activity of CPA18 Global which had no significant assets liabilities or operations was included in our consolidated

financial statements

Reclassifications and Revisions

Certain prior year amounts have been reclassified to conform to the current year presentation The consolidated financial

statements included in this Report have been retrospectively adjusted to reflect the disposition or planned disposition

of certain properties as discontinued operations and certain adjustments related to purchase price allocation for all

periods presented

Purchase Price Allocation

In accordance with the guidance for business combinations we determine whether transaction or other event is business

combination which requires that the assets acquired and liabilities assumed constitute business Each business combination

is then accounted for by applying the acquisition method If the assets acquired are not business we account for the

transaction or other event as an asset acquisition Under both methods we recognize the identifiable assets acquired the

liabilities assumed and any noncontrolling interest in the acquired entity In addition for transactions that are business

combinations we evaluate the existence of goodwill or gain from bargain purchase We immediately expense acquisition-

related costs and fees associated with business combinations

When we acquire properties with leases classified as operating leases we allocate the purchase price to the tangible and

intangible assets and liabilities acquired based on their estimated fair values We determine the value of the tangible assets

consisting of land and buildings as if vacant and site improvements and record intangible assets including the above-market

and below-market value of leases and the value of in-place leases at their relative estimated fair values Land is typically valued

utilizing the sales comparison or market approach Buildings as if vacant are valued using
the cost and/or income approach

Site improvements are valued using the cost approach The fair value of real estate is determined by reference to portfolio

appraisals which determines their values on property level by applying discounted cash flow analysis to the estimated net

operating income for each property in the portfolio during the remaining anticipated lease term and the estimated residual

value of each property from hypothetical sale of the property upon expiration after considering the re-tenanting of such

property at estimated then current market rental rate at selected capitalization rate and deducting estimated costs of sale

The proceeds from hypothetical sale are derived by capitalizing the estimated net operating income of each property for

the
year following lease expiration at an estimated residual capitalization rate The discount rates and residual capitalization

rates used to value the properties are selected based on several factors including the creditworthiness of the lessees industry

surveys property type location and age current lease rates relative to market lease rates and anticipated lease duration In the

case where tenant has purchase option deemed to be materially favorable to the tenant or the tenant has long-term renewal

options at rental rates below estimated market rental rates the appraisal assumes the exercise of such purchase option or long-

term renewal options in its determination of residual value Where property is deemed to have excess land the discounted

cash flow analysis includes the estimated excess land value at the assumed expiration of the lease based upon an analysis of

comparable land sales or listings in the general market area of the property grown at estimated market growth rates through

the
year

of lease expiration For those properties that are under contract for sale the appraised value of the portfolio reflects the

current contractual sale price of such properties See Real Estate Leased to Others and Depreciation below for discussion of

our significant accounting policies related to tangible assets We include the value of below-market leases in Accounts payable

accrued
expenses

and other liabilities in the consolidated financial statements

We record above-market and below-market lease values for owned properties based on the present value using discount

rate reflecting the risks associated with the leases acquired of the difference between the contractual amounts to be paid

pursuant to the leases negotiated and in place at the time of acquisition of the properties and ii our estimate of fair market

lease rates for the property or equivalent property both of which are measured over period equal to the estimated lease

term which includes renewal options with rental rates below estimated market rental rates We amortize the capitalized
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above-market lease value as reduction of rental income over the estimated market lease term We amortize the capitalized

below-market lease value as an increase to rental income over the initial term and any fixed rate renewal periods in the

respective leases

We measure the fair value of the below-market purchase option liability we acquired in connection with the Merger as the excess

of the present value of the fair value of the real estate over the present value of the tenants exercise price at the option date

The value of any in-place lease is estimated to be equal to the
property

owners avoidance of costs necessary to release the

property for lease term equal to the remaining primary in-place lease term and the value of investment grade tenancy The cost

avoidance to the property owners of vacancy/leasing costs necessary to lease the
property

for lease term equal to the remaining

in-place lease term is derived first by determining the in-place lease term on the subject lease Then based on our review of the

market the cost to be borne by property owner to replicate
market lease to the remaining in-place term was estimated These

costs consist of rent lost during downtime i.e assumed periods of vacancy ii estimated
expenses

that would be incurred

by the property owner during periods of vacancy iiirent concessions i.e free rent iv leasing commissions and tenant

improvements allowances given to tenants We determine these values using our estimates or by relying in part upon third-party

appraisals We amortize the capitalized value of in-place lease intangibles to expense over the remaining initial term of each

lease We amortize the capitalized value of tenant relationships to expense over the initial and expected renewal terms of the

lease No amortization period for intangibles will exceed the remaining depreciable life of the building

If lease is terminated we charge the unamortized portion of above-market and below-market lease values to lease revenue

and in-place lease and tenant relationship values to amortization expense

When we acquire leveraged properties the fair value of debt instruments acquired is determined using discounted cash

flow model with rates that take into account the credit of the tenants where applicable and interest rate risk Such resulting

premium or discount is amortized over the remaining term of the obligation We also consider the value of the underlying

collateral taking into account the quality of the collateral the credit quality of the company the time until maturity
and the

current interest rate

Goodwill

In the case of business combination after identifying all tangible and intangible assets and liabilities the excess consideration

paid per the fair value of the assets and liabilities acquired and assumed respectively represents goodwill We allocated

goodwill to the respective reporting units in which such goodwill arose Goodwill acquired in the Merger was attributed to the

Real Estate Ownership segment which comprises one reporting unit In the event we dispose of property that constitutes

business under GAAP from reporting unit with goodwill which is less than all of the reporting unit we allocate portion

of the reporting units goodwill to that business in determining the gain or loss on the disposal of the business The amount of

goodwill allocated to the business is based on the relative fair value of the business for the reporting unit

Operating Real Estate

We carry land and buildings and personal property at cost less accumulated depreciation We capitalize improvements while

we expense replacements maintenance and repairs that do not improve or extend the lives of the respective assets as incurred

Assets Held for Sale

We classify those assets that are associated with operating leases as held for sale when we have entered into contract to sell the

property all material due diligence requirements have been satisfied and we believe it is probable that the disposition will occur

within one year Assets held for sale are recorded at the lower of carrying value or estimated fair value less estimated costs to

sell which is generally calculated as the expected sale price less expected selling costs The results of operations and the related

gain or loss on sale of properties that have been sold or that are classified as held for sale and which we will have no continuing

involvement in are included in discontinued operations Note 17

If circumstances arise that we previously considered unlikely and as result we decide not to sell property previously

classified as held for sale we reclassify the property as held and used We measure and record property that is reclassified

as held and used at the lower of its carrying amount before the property was classified as held for sale adjusted for any

depreciation expense that would have been recognized had the property been continuously classified as held and used or

ii the estimated fair value at the date of the subsequent decision not to sell

We recognize gains and losses on the sale of properties when among other criteria we no longer have continuing involvement

the parties are bound by the terms of the contract all consideration has been exchanged and all conditions precedent to closing

have been performed At the time the sale is consummated gain or loss is recognized as the difference between the sale price

less any selling costs and the carrying value of the property
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Cash

Our cash is held in the custody of several financial institutions and these balances at times exceed federally insurable limits

We seek to mitigate this risk by depositing funds only with major financial institutions

Other Assets and Liabilities

We include prepaid expenses deferred rental income tenant receivables deferred charges escrow balances held by lenders

restricted cash balances marketable securities derivative assets and corporate fixed assets in Other assets We include

derivative instruments miscellaneous amounts held on behalf of tenants and deferred revenue including unamortized

below-market rent intangibles and unamortizable below-market purchase options in Other liabilities Deferred charges are

costs incurred in connection with mortgage financings and refinancings that are amortized over the terms of the mortgages

and included in Interest expense in the consolidated financial statements Deferred rental income is the aggregate cumulative

difference for operating leases between scheduled rents that vary during the lease term and rent recognized on straight-line

basis Marketable securities are classified as available-for-sale securities and reported at fair value with unrealized gains and

losses on these securities reported as component of Other comprehensive income until realized

Allowance for Doubtful Accounts

We consider direct finance leases to be past-due or delinquent when contractually required principal or interest payment is

not remitted in accordance with the provisions of the underlying agreement We evaluate each account individually and set up

an allowance when based upon current information and events it is probable that we will be unable to collect all amounts due

according to the existing contractual terms and the amount can be reasonably estimated

Revenue Recognition

Real Estate Leased to Others

We lease real estate to others primarily on triple-net leased basis whereby the tenant is generally responsible for all operating

expenses relating to the property including property taxes insurance maintenance repairs renewals and improvements

We charge expenditures for maintenance and repairs including routine betterments to operations as incurred We capitalize

significant renovations that increase the useful life of the properties For the years ended December 31 2012 2011 and 2010

although we are legally obligated for payment pursuant to our lease agreements with our tenants lessees were responsible

for the direct payment to the taxing authorities of real estate taxes of approximately $18.7 million $6.4 million and

$7.7 million respectively

Substantially all of our leases provide for either scheduled rent increases periodic rent adjustments based on formulas indexed

to changes in the CPI or similar indices or percentage rents CPI-based adjustments are contingent on future events and are

therefore not included in straight-line rent calculations We recognize rents from percentage rents as reported by the lessees

which is after the level of sales requiring rental payment to us is reached Percentage rents were insignificant for the

periods presented

We account for leases as operating or direct financing leases as described below

Operating Leases We record real estate at cost less accumulated depreciation we recognize future minimum rental revenue

on straight-line basis over the non-cancellable lease term of the related leases and charge expenses
to operations as incurred

Note

Direct Financing Method We record leases accounted for under the direct financing method at their net investment

Note We defer and amortize unearned income to income over the lease term so as to produce constant periodic rate

of return on our net investment in the lease

On an ongoing basis we assess our ability to collect rent and other tenant-based receivables and determine an appropriate

allowance for uncollected amounts Because we have limited number of lessees we believe that it is
necessary to evaluate

the collectability of these receivables based on the facts and circumstances of each situation rather than solely using statistical

methods Therefore in recognizing our provision for uncollected rents and other tenant receivables we evaluate actual
past

due amounts and make subjective judgments as to the collectability of those amounts based on factors including but not

limited to our knowledge of lessees circumstances the age of the receivables the tenants credit profile and prior experience

with the tenant Even if lessee has been making payments we may reserve for the entire receivable amount if we believe there

has been significant or continuing deterioration in the lessees ability to meet its lease obligations
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Investment Management Operations

We earn structuring revenue and asset management revenue in connection with providing services to the Managed REITs We

earn structuring revenue for services we provide in connection with the analysis negotiation and structuring of transactions

including acquisitions and dispositions and the placement of mortgage financing obtained by the Managed REITs Asset

management revenue consists of property management leasing and advisory revenue Receipt of the incentive revenue portion

of the asset management revenue or performance revenue however which we received from CPA15 prior to the date of

the Merger in 2012 and from CPA 14 and CPA 16 Global prior to the CPA 14/16 Merger in 2011 was subordinated to

the achievement of specified cumulative return requirements by the stockholders of those CPA REITs At our option the

performance revenue could be collected in cash or shares of the CPA REIT Note In addition we earn subordinated

incentive and disposition revenue related to the disposition
of properties We may also earn termination revenue in connection

with the termination of the advisory agreements for the Managed REITs

We recognize all revenue as earned We earn structuring revenue upon the consummation of transaction and asset management

revenue when services are performed We recognize revenue subject to subordination only when the performance criteria of the

Managed REIT is achieved and contractual limitations are not exceeded

We earned subordinated disposition and incentive revenue from CPA15 until September 28 2012 Note after its stockholders

received their initial investment plus specified preferred return We may earn termination revenue if liquidity event is

consummated by any of the other Managed REITs

We are also reimbursed for certain costs incurred in providing services including broker-dealer commissions paid on behalf

of the Managed REITs marketing costs and the cost of personnel provided for the administration of the Managed REITs

We record reimbursement income as the expenses are incurred subject to limitations on Managed REITs ability to incur

offering costs

Depreciation

We compute depreciation of building and related improvements using the straight-line method over the estimated remaining

useful lives of the properties not to exceed 40 years and furniture fixtures and equipment generally up to seven years We

compute depreciation of tenant improvements using the straight-line method over the lesser of the remaining term of the lease

or the estimated useful life

Impairments

We periodically assess whether there are any indicators that the value of our long-lived assets including goodwill may be

impaired or that their carrying value may not be recoverable These impairment indicators include but are not limited to

the vacancy of property that is not subject to lease lease default by tenant that is experiencing financial difficulty the

termination of lease by tenant or the rejection of lease in bankruptcy proceeding We may incur impairment charges

on long-lived assets including real estate direct financing leases assets held for sale and equity investments in real estate We

may also incur impairment charges on marketable securities and goodwill Our policies for evaluating whether these assets are

impaired are presented below

Real Estate

For real estate assets in which an impairment indicator is identified we follow two-step process to determine whether an

asset is impaired and to determine the amount of the charge First we compare the carrying value of the propertys asset group

to the future net undiscounted cash flow that we expect the propertys asset group wifi generate including any estimated

proceeds from the eventual sale of the propertys asset group The undiscounted cash flow analysis requires us to make our best

estimate of among other things market rents residual values and holding periods Depending on the assumptions made and

estimates used the future cash flow projected in the evaluation of long-lived assets can vary within range of outcomes We

consider the likelihood of possible outcomes in determining our estimate of future cash flows If the future net undiscounted

cash flow of the propertys asset group is less than the carrying value the propertys asset group is considered to be impaired

We then measure the loss as the excess of the carrying value of the propertys asset group over its estimated fair value

Direct Financing Leases

We review our direct financing leases at least annually to determine whether there has been an other-than-temporary decline

in the current estimate of residual value of the property The residual value is our estimate of what we could realize upon the

sale of the property at the end of the lease term based on market information If this review indicates that decline in residual

value has occurred that is other-than-temporary we recognize an impairment charge equal to the difference between the fair

value and carrying value which is discounted at the internal rate of return of the project
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Assets Held for Sale

When we classify an asset as held for sale we compare the assets estimated fair value less estimated cost to sell to its carrying

value and if the estimated fair value less estimated cost to sell is less than the propertys carrying value we reduce the carrying

value to the estimated fair value less estimated cost to sell We will continue to review the initial impairment for subsequent

changes in the estimated fair value and may recognize an additional impairment charge if warranted

Equity Investments in Rea/ Estate and the Managed REITs

We evaluate our equity investments in real estate and in the Managed REITs on periodic basis to determine if there are

any indicators that the value of our equity investment may be impaired and whether or not that impairment is other-than-

temporary To the extent impairment has occurred we measure the charge as the excess of the carrying value of our investment

over its estimated fair value For
equity investments in real estate we calculate estimated fair value by multiplying the estimated

fair value of the underlying ventures net assets by our ownership interest percentage For certain investments in the Managed

REITs we calculate the estimated fair value of our investment using the most recently published NAV of each Managed REIT

which for CPA17 Global and CWI is deemed to be their initial public offering prices

Goodwill

We evaluate goodwill for possible impairment at least annually or upon the occurrence of triggering event using two-step

process To identify any impairment we first compare the estimated fair value of each of our reporting units with their respective

carrying amount including goodwill We calculate the estimated fair value of the Investment Management reporting unit by

applying multiple based on comparable companies to earnings For the Real Estate Ownership reporting unit we calculate its

estimated fair value by applying multiple common to the real estate community The selection of the comparable companies

and transactions to be used in our evaluation process could have significant impact on the fair value of our reporting units

and possible impairments If the fair value of the reporting unit exceeds its carrying amount we do not consider goodwill to be

impaired and no further analysis is required If the carrying amount of the reporting unit exceeds its estimated fair value we

then perform the second step to determine and measure the amount of the potential impairment charge

For the second step we compare the implied fair value of the goodwill for each reporting unit with its respective carrying

amount and record an impairment charge equal to the excess of the carrying amount over the implied fair value We determine

the implied fair value of the goodwifi by allocating the estimated fair value of the reporting unit to its assets and liabilities The

excess of the estimated fair value of the reporting unit over the amounts assigned to its assets and liabilities is the implied fair

value of the goodwill

We evaluate goodwill on an annual basis or upon the occurrence of triggering event The goodwill recorded in our

Investment Management reporting unit is evaluated in the fourth quarter of every year In connection with the Merger we

recorded goodwill in our Real Estate Ownership reporting unit Prior to the Merger there was no goodwill recorded in our

Real Estate Ownership reporting unit We will evaluate the goodwill recorded in our Real Estate Ownership reporting unit in

the second quarter of
every year

Stock-Based Compensation

We have granted restricted shares stock options RSUs and PSUs to certain employees and independent directors Grants

were awarded in the name of the recipient subject to certain restrictions of transferability and risk of forfeiture Stock-based

compensation expense for all equity-classified stock-based compensation awards is based on the
grant

date fair value estimated

in accordance with current accounting guidance for share-based payments We recognize these compensation costs for only

those shares expected to vest on straight-line or graded-vesting basis as appropriate over the
requisite service period of the

award We include stock-based compensation within the listed shares caption of equity

Foreign Currency

Translation

We have interests in real estate investments in the European Union and United Kingdom for which the functional currency is

the euro and the British pound sterling respectively We perform the translation from the euro or the British pound sterling

to the U.S dollar for assets and liabilities using current exchange rates in effect at the balance sheet date and for revenue and

expense accounts using weighted-average exchange rate during the period We report the gains and losses resulting from

such translation as component of other comprehensive income in equity
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Transaction Gains or Losses

transaction gain or loss measured from the transaction date or the most recent intervening balance sheet date whichever

is later realized upon settlement of foreign currency transaction generally will be included in net income for the period in

which the transaction is settled Also foreign currency intercompany transactions that are scheduled for settlement consisting

primarily of accrued interest and the translation to the
reporting currency of subordinated intercompany debt with scheduled

principal payments are included in the determination of net income

Foreign currency transactions that are intercompany foreign currency transactions that are of long term nature that is

settlement is not planned or anticipated in the foreseeable future when the entities to the transactions are consolidated or

accounted for by the equity method in our financial statements are not included in determining net income but are accounted

for in the same manner as foreign currency translation adjustments and reported as component of other comprehensive

income in equity

Net realized gains or losses are recognized on foreign currency transactions in connection with the transfer of cash from

foreign operations of subsidiaries to the parent company For the
years

ended December 31 2012 2011 and 2010 we recognized

net realized losses gains on such transactions of $0.6 million $0.4 million and less than $0.1 million respectively

Derivative Instruments

We measure derivative instruments at fair value and record them as assets or liabilities depending on our rights or obligations

under the applicable derivative contract Derivatives that are not designated as hedges must be adjusted to fair value through

earnings For derivative designated and qualified as cash flow hedge the effective portion of the change in fair value of

the derivative is recognized in Other comprehensive income until the hedged item is recognized in earnings The ineffective

portion of derivatives change in fair value is immediately recognized in earnings

We made an accounting policy election effective January 2011 or the effective date to use the portfolio exception in

Accounting Standards Codification ASC 820-10-35-18D Fair Value Measurement the portfolio exception with respect

to measuring counterparty credit risk for all of our derivative transactions subject to master netting arrangements

Income Taxes

Carey Co LLC our predecessor converted to REIT through the REIT Reorganization Note Effective February 15

2012 we have elected to be taxed as REIT under Sections 856 through 860 of the Internal Revenue Code for the
year

ended

December 31 2012 As REIT we are not subject to federal income taxes on our income and gains that we distribute to our

stockholders as long as we satisfy certain requirements principally relating to the nature of our income and the level of our

distributions as well as other factors We believe that we have operated and we intend to continue to operate in manner
that allows us to continue to qualify as REIT Deferred income taxes are recorded for the corporate subsidiaries based on

earnings reported The provision for income taxes differs from the amounts currently payable because of temporary differences

in the recognition of certain income and expense items for financial reporting and tax reporting purposes Income taxes are

computed under the asset and liability method The asset and liability method requires the
recognition

of deferred tax assets

and liabilities for the expected future tax consequences of temporary differences between tax bases and financial bases of assets

and liabilities Note 16

Real Estate Ownership Operations

We
expect to derive most of our REIT income from our real estate operations under our Real Estate Ownership segment As

such our real estate operations are generally not subject to federal tax and
accordingly no provision has been made for U.S

federal income taxes in the consolidated financial statements for these operations These operations are subject to certain state

local and foreign taxes as applicable

We hold our real estate assets under subsidiary Carey REIT II Carey REIT II has elected to be taxed as REIT under

the Internal Revenue Code We believe we have operated and we intend to continue to operate in manner that allows

Carey REIT II to continue to qualify as REIT Under the REIT operating structure Carey REIT II is permitted to deduct

distributions paid to our stockholders and generally will not be required to pay U.S federal income taxes Accordingly no

provision has been made for U.S federal income taxes in the consolidated financial statements related to Carey REIT II

Investment Management Operations

We conduct our investment management operations primarily through TRSs These operations are subject to federal state

local and foreign taxes as applicable Our financial statements are prepared on consolidated basis including these TRSs and

include provision for current and deferred taxes on these operations
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Earnings Per Share

Basic earnings per share is calculated by dividing net income available to common stockholders as adjusted for unallocated

earnings attributable to the unvested RSUs by the weighted-average number of shares of common stock outstanding during

the period Diluted earnings per
share reflects potentially dilutive securities options restricted shares and RSUs using the

treasury stock method except
when the effect would be anti-dilutive

Future Accounting Requirement

The following Accounting Standards Update ASU promulgated by the FASB is applicable to us in future reports as indicated

ASU 2012-02 Testing Indefinite-Lived Intangible Assets for Impairment In July2012 the FASB issued an update to ASC

350 Intangibles
Goodwill and Other The objective of this ASU is to simplify how entities test indefinite-lived intangible

assets for impairment and to improve consistency in impairment testing guidance among long-lived asset categories The

amendments in the ASU permit an entity to first assess qualitative factors to determine whether it is more likely than not that

the fair value of an indefinite-lived intangible asset is less than its carrying amount as basis for determining whether it is

necessary to perform the quantitative impairment test described in topic 350 The more-likely-than-not threshold is defined

as having
likelihood of more than 50 percent Previous guidance under topic 350 required an entity to test indefinite-lived

intangible assets for impairment on at least an annual basis by comparing the fair value of the asset with its carrying amount

If the fair value of an intangible asset is less than its carrying amount an entity should recognize an impairment loss in the

amount of that excess Under the amendments in this ASU an entity is not required to calculate the fair value of an indefinite-

lived intangible asset unless the entity
determines that it is more likely than not that its fair value is less than its carrying

amount Permitting an entity to assess qualitative factors when testing
indefinite-lived intangible assets for impairment results

in guidance that is similar to the goodwill impairment testing guidance in ASU 2011-08 We do not expect the adoption to

have material impact on our financial position and results of operations

Out-of-Period Adjustments

During 2012 we identified errors in the consolidated financial statements related to prior years The errors were primarily

attributable to the misapplication of guidance in accounting for and clerical errors related to the expropriation of land related

to two investments and our reimbursement of certain affiliated costs We concluded that these adjustments were not material

individually or in the
aggregate

to our results for this or any of the prior periods and as such we recorded an out-of-period

adjustment to increase our income from operations by $2.5 million within continuing operations primarily attributable to an

increase in Gain on sale of real estate of $2.0 million in the consolidated statement of income

In 2011 we identified an error in the consolidated financial statements related to prior years The error relates to the

misapplication of accounting guidance related to the modifications of certain leases We concluded this adjustment with

net impact of $0.2 million on our statement of operations for the fourth quarter of 2011 was not material to our results for

the prior year periods or to the period of adjustment Accordingly this cumulative change was recorded in the consolidated

financial statements in the fourth
quarter

of 2011 as an out-of-period adjustment as follows reduction to Net investment in

direct financing leases of $17.6 million and an increase in net Operating real estate of $17.9 million on the consolidated balance

sheet and an increase in Lease revenues of $0.9 million reduction of Impairment charges of $1.6 million and an increase in

Depreciation expense of $2.2 million on the consolidated statement of operations

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions

that affect the reported amounts and the disclosure of contingent amounts in our consolidated financial statements and the

accompanying notes Actual results could differ from those estimates
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MERGER WITH CPA15

Merger

On February 17 2012 our predecessor Carey Co LLC and CPA15 entered into definitive agreement the

Merger Agreement pursuant to which CPA 15 would merge with and into Carey Inc The Merger is part
of larger

transformation that implements our overall business
strategy

of expanding real estate assets under ownership substantially

increases our scale and liquidity and provides income contribution from owned properties while preserving our investment

management business On September 13 2012 the shareholders of Carey Co LLC and the stockholders of CPA15

approved the Merger On September 28 2012 the acquisition date CPA15 merged with and into Carey mc with

CPA15 surviving as an indirect wholly-owned subsidiary of Carey Inc In the Merger CPA15s stockholders received

for each share of CPA 15s common stock owned 0.2326 shares of Carey Inc common stock which equated to $11.40 per

share of CPA 15 common stock based on the $49.00 per
share closing price of Carey Co LLCs shares on the NYSE on

that date and $1.25 in cash for total consideration of $12.65 per
share of CPA 15 We paid total merger consideration of

$1.5 billion including cash of $152.4 million and the issuance of 28170643 shares of our common stock with fair

value of $1.4 billion on the acquisition date the Merger Consideration to the stockholders of CPA 15 in exchange for

121194272 shares of CPA 15 common stock that we did not previously own In order to fund the cash portion of the Merger

Consideration we drew down the full amount of our existing $175.0 million Term Loan Facility Note 12 As condition of

the Merger we waived the subordinated disposition and termination fees that we would have been entitled to receive from

CPA 15 upon its liquidation pursuant to the terms of our advisory agreement with CPA 15 Note

Immediately prior to the Merger CPA15s portfolio was comprised of full or partial ownership interests in 305 properties

substantially all of which were triple-net leased to 76 tenants and totaled approximately 27 mfflion square feet with an occupancy

rate of approximately 99% In the Merger we acquired these properties and their related leases with an average remaining life of

9.7 years In 2011 CPA15 recorded lease revenues of $242.2 million We also assumed the related property debt comprised

of 58 fixed-rate and variable-rate non-recourse mortgage loans with preliminary aggregate fair value of $1.2 billion and

weighted-average annual interest rate of 5.6% During the period from January 1012 through September 28 2012 we earned

$19.0 million in fees from CPA15 and recognized $4.5 mfflion in equity earnings based on our ownership of shares in CPA15

prior to the Merger The lease revenues and income from operations contributed from the properties acquired from the date of the

Merger through December 31 2012 were $57.3 mfflion and $9.5 mfflion inclusive of $2.5 million attributable to noncontrolling

interests respectively

We accounted for the Merger as business combination under the acquisition method of accounting After consideration of all

applicable factors pursuant to the business combination accounting rules we were considered the accounting acquirer due to

various factors including the fact that the shareholders of Carey Co LLC our predecessor held the largest portion of

the voting rights in Carey Inc upon completion of the Merger Acquisition costs of $31.7 million related to the Merger

have been expensed as incurred and classified within General and administrative expense in the consolidated statements of

income for the year ended December 31 2012

On September 19 2012 we acquired 52.63% ownership interest in Marcourt Investments Inc Marcourt from an

unrelated third
party

At that time CPA15 held 47.37% ownership interest in Marcourt Marcourt owns 12 Marriott

Courtyard hotels located throughout the that are leased to and operated by Marriott International Inc We obtained this

investment in contemplation of the Merger and accounted for this step acquisition as part of the Merger Accordingly the

assets acquired and liabilities assumed from Marcourt in this transaction are included in the table below

The purchase price was allocated to the assets acquired and liabilities assumed based upon their preliminary fair values

The fair values of the lease intangibles acquired were measured in manner consistent with our purchase price allocation

policy described in Note During the fourth quarter of 2012 we identified certain measurement period adjustments that

impacted the provisional accounting which increased the fair value of the identifiable real estate acquired and the non-

controlling interests acquired by $5.6 million and $0.7 million respectively resulting in $6.3 million reduction in goodwill

The following table summarizes the preliminary estimated fair values of the assets acquired and liabilities assumed in the

acquisition and the related measurement period adjustments based on the current best estimate of management We are in the

process of finalizing our assessment of the fair value of the assets acquired and liabilities assumed Investments in real estate

net investments in direct financing leases equity investments in real estate non-recourse debt and amounts attributable to

noncontrolling interests were based on preliminary valuation data and estimates Accordingly the fair value of these assets and

liabilities and the impact to goodwill are subject to change
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IN THOUSANDS

Total Consideration

Fair value of Carey shares of common stock issued

Cash consideration paid _________________________________

Merger consideration
_____________________________________________

Fair value of our equity interest in CPA 15

prior to the Merger

Fair value of our equity interest in jointly-owned

investments with CPA15 prior to the Merger
__________________________________________

Assets Acquired at Fair Value

Net investment in properties

Net investment in direct financing leases

Equity investments in real estate

Intangible assets Note

Cash and cash equivalents

Other assets
___________________________________________

Liabilities Assumed at Fair Value

Non-recourse debt

Accounts payable accrued expenses
and other liabilities

including below-market rent intangibles of $102155
_____________________________________________

Total identifiable net assets

Amounts attributable to noncontrolling interests

Goodwill _________________ __________________

Goodwill

Two items comprise majority of the $268.7 million of goodwill recorded in the Merger First at the time we entered into

the Merger Agreement the market value of our stock was $45.07 per
share The increase in the market value of our stock of

$3.93 per share from the date of the Merger Agreement to $49.00 per share on the transaction date gave rise to approximately

$110.8 million of the goodwill recorded based on the fixed amount of 28170643 shares issued Second at the time we entered

into the Merger Agreement the consideration of 0.2326 shares of our common stock plus $1.25 in cash per common share of

CPA 15 represented premiumof approximately $1.33 per share over the September 30 2011 estimated NAV of CPA 15

which was $10.40 Management believes that the premium is supported by several factors of the combined entity including

the fact that it is among the largest publicly traded REITs with greater operating and financial flexibility and better access

to capital markets and with lower cost of capital than CPA 15 had on stand-alone basis ii the Merger eliminated costs

associated with the advisory structure that CPA15 had previously and iiithe combined portfolio has greater tenant and

geographic
diversification and an improved overall weighted average

debt maturity and interest rate Based on the number of

CPA 15 shares ultimately exchanged of 121194272 this premium comprised approximately $121.2 million of the goodwill

In addition to these factors since the September 30 2011 valuation date there was reduction in the fair value of CPA 15s net

assets primarily attributable to the impact of foreign currency exchange rates during the period from September 30 2011 to the

acquisition date

The fair value of our 28170643 common shares issued in the Merger as part of the consideration paid for CPA 15 of $1.5

billion was derived from the closing market price of our common stock on the acquisition
date As required by GAAP the fair

value related to the assets acquired and liabilities assumed as well as the shares exchanged has been computed as of the date

we gained control which was the closing date of the Merger in manner consistent with the methodology described above

Goodwill is not deductible for income tax purposes

INITIALLY REPORTED MEASUREMENT PERIOD AS REVISED AT

AT SEPTEMBER 30 2012 ADJUSTMENTS DECEMBER 31 2012

1380362 $1380362

152356 152356

1532718 1532718

107147 107147

54822 54822

1694687 1694687

1758372 4500 1762872

315789 315789

164886 1361 166247

694411 899 695310

178945 178945

83838 2088 81750

3196241 4672 3200913

1350755 1350755

187712 917 186795

1538467 917 1537550

1657774 5589 1663363

238038 679 237359

274951 6268 268683

1694687 1694687
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Equity Investments and Noncontrolling Interests

Additionally we recognized gain on change in control of interests of $14.7 million for the year ended December 31 2012

related to the difference between the
carrying value of $92.4 million and the fair value of $107.1 million of our previously-held

equity interest in 10389079 shares of CPA 15s common stock

The Merger also resulted in our acquisition of the remaining interests in four investments in which we already had joint

interest and accounted for under the equity method Note Upon acquiring
the remaining interests in these investments we

owned 100% of these investments and thus accounted for these acquisitions as step acquisitions utilizing the purchase method
of accounting Due to the change in control of the four jointly-owned investments that occurred we recorded an aggregate

gain
of

approximately $6.1 million related to the difference between our carrying values and the fair values of our previously-

held
equity interests on the acquisition date of $48.7 million and $54.8 millionrespectively Subsequent to the Merger we

consolidate these wholly-owned investments

The fair values of our previously-held equity interests and our noncontrolling interests are based on the estimated fair market

values of the underlying real estate and mortgage debt both of which were determined by management relying in part on

third party Real estate valuation requires significant judgment We determined the significant inputs to be Level with
ranges

for the entire portfolio as follows

Discount rates applied to the estimated net operating income of each property ranged from approximately 3.5%

to 14.75%

Discount rates applied to the estimated residual value of each property ranged from approximately 5.75% to 12.5%

Residual capitalization rates applied to the properties ranged from approximately 7.0% to 11.5%

The fair market value of such
property level debt was determined based upon available market data for comparable

liabilities and by applying selected discount rates to the stream of future debt payments and

Discount rates applied to cash flows ranged from approximately 2.7% to 10%

No illiquidity adjustments to the equity interests or noncontrolling interests were deemed
necessary as the investments are

held with affiliates and do not allow for unilateral sale or financing by any of the affiliated parties Furthermore the discount

and/or capitalization rates utilized in the appraisals also reflect the illiquidity of real estate assets Lastly there were no control

premiums contemplated as the investments were in individual or portfolio of underlying real estate and debt as opposed to

business operation

Pro Forma Financial In formation Unaudited

The following consolidated pro forma financial information has been presented as if the Merger including the acquisition of

Marcourt had occurred on January 2011 for the years ended 2012 and 2011 The pro forma financial information is not

necessarily indicative of what the actual results would have been had the Merger occurred on that date nor does it purport to

represent the results of operations for future periods

YEARS ENDED DECEMBER 31

DOLLARS IN THOUSANDS EXCEPT SHARE AND PER SHARE AMOUNTS 2012 2011

Pro forma total revenues $536971 $551311

Pro forma income attributable toW Carey stockholders $130129 $119133

Proforma earnings per share

Basic 1.89 1.73

Diluted 1.87 1.72

Proforma weighted average
shares

Basic 68382378 67990118

Diluted 69071391 68268738

The
pro

forma income attributable toW Carey stockholders reflects combined general and administrative
expenses

of $31.7 million and income tax expenses
of $9.6 million incorred related to the Merger

for the year ended December 31 2011 as if the
Merger

had taken place on January 12011

The
pro

forma
weighted average shares outstanding for the years ended December 31 2012 and 2011 were determined as if the 28170643 shares of our common stock issoed to CPA15 stockholders in the

Merger were issoed on January 2011

41 AGREEMENTS AND TRANSACTIONS WITH RELATED PARTIES

Advisory Agreements with the Managed REITs

Our predecessor had advisory agreements with each of the Managed REITs pursuant to which it earned certain fees and/or was

entitled to receive cash distributions In connection with the Merger we entered into amended and restated advisory agreements
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with each of the CPA REITs with economic terms similar to the prior agreements which are outhned in the Annual Report

on Form 10-K for the year ended December 31 2011 as filed by our predecessor with the SEC on February 292012 The

amendments which became effective as of October 2012 provide for the allocation of
expenses

on the basis of revenues of

each of the CPA R.EITs rather than an allocation of time charges incurred by our personnel for each of the CPA REITs The CPA

REIT advisory agreements are scheduled to expire on September 30 2013 unless otherwise renewed pursuant to their terms The

CWI advisory agreement which was scheduled to expire on September 30 2012 was renewed for an additional year pursuant
to

its terms effective as of October 2012 The following
table presents summary of revenue earned and/or cash received from the

Managed REITs in connection with providing services as the advisor to the Managed REITs in thousands

YEARS ENDED DECEMBER 31

2012 2011 2010

Asset management revenue 56666 66808 76246

Structuring revenue 48355 46831 44525

Incentive termination and subordinated disposition revenue 52515

Wholesaling revenue 19914 11664 11096

Reimbursed costs from affiliates 98245 64829 60023

Distributions of Available Cash 30009 15535 4468

Deferred revenue earned 8492 5662

$261681 $263844 $196358

YEARS ENDED DECEMBER 31

2012 2011 2010

CPA14 59605 23387

CPA15 21563 31489 31172

CPA16 Global 50825 40555 28478

CPAa17 Global 173262 124465 112386

CWI 15334 6745

Other 697 985 935

$261681 $263844 $196358

Asset Management Revenue

We earn asset management revenue from each Managed REIT which is based on average
invested assets and is calculated

according to the advisory agreement for each Managed REIT For CPA 16 Global prior to the CPA 14/16 Merger and for

CPA15 prior to the Merger this revenue generally totaled 1% per annum with portion of this revenue or 0.5% contingent

upon the achievement of specific performance criteria For CPA 16 Global subsequent to the CPA 14/16 Merger we earn

asset management revenue of 0.5% of average
invested assets For CPA 17 Global we earn asset management revenue

ranging from 0.5% of average market value for long-term net leases and certain other types
of real estate investments up to

1.75% of average equity value for certain types
of securities For CWI we earn asset management revenue of 0.5% of the

average
market value of lodging-related investments We do not earn performance revenue from CPA17 Global CWI and

subsequent to the CPA 14/16 Merger from CPA 16 Global but we receive up to 10% of distributions of Available Cash

from their operating partnerships

Under the terms of the advisory agreements we may elect to receive cash or shares of stock for asset management revenue due

from each Managed REIT In 2012 we elected to receive all asset management revenue from CPA15 prior to the Merger in

cash while for CPA 16 Global we elected to receive 50% of asset management revenue in its shares with the remaining 50%

payable in cash For CPA17 Global and CWI we elected to receive asset management revenue in their shares For 2011 we

elected to receive all asset management revenue in cash with the exception of CPA 17 Globals asset management fee which

we elected to receive in its shares For 2011 we also elected to receive performance revenue prior to the CPA14/16 Merger

from CPA 16 Global in shares of its common stock while for CPA14 prior to CPA 14/16 Merger and for CPA 15 we

elected to receive 80% of all performance revenue in shares of their common stock with the remaining 20% payable in cash

We also elected to receive asset management revenue from CPA16 Global in 2011 in shares of its common stock after the

CPA14/16 Merger For CWI we elected to receive all asset management revenue in cash for 2011
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Reimbursed Costs from Affiliates and Wholesaling Revenue

The Managed REITs reimburse us for certain costs primarily broker/dealer commissions paid on behalf ofthe Managed REITs

and marketing and personnel costs Pursuant to the amended and restated advisory agreements expenses are now allocated

based on the revenues of each of the CPA REITs rather than an allocation of time charges incurred by our personnel for each

of the CPA REITs In addition we earn selling commission of up to $0.65 per
share sold and dealer manager fee of up to

$0.35 per share sold from CPA0 17 Global We also receive selling commission of up to $0.70 per share sold and dealer

manager fee of up to $0.30 per share sold from CWI We re-allow all or portion of the dealer manager fees to selected dealers

in the offerings Dealer manager fees that are not re-allowed are classified as wholesaling revenue Additionally we earned

wholesaling fee of $0.15 per share sold in connection with CPA17 Globals initial public offering through April 2011 We
did not earn wholesaling fee in connection with CPA 17 Globals follow-on offering which commenced on April 2011

Pursuant to its advisory agreement upon reaching the minimum offering amount of $10.0 million on March 2011 CWI
became obligated to reimburse us for all organization costs and portion of offering costs incurred in connection with its

offering up to maximum amount excluding selling commissions and the dealer manager fee of 2% of the gross proceeds of

its offering and distribution reinvestment plan Through December 31 2012 we have incurred organization and offering costs

on behalf of CWI of approximately $7.4 million However at December 31 2012 CWI was only obligated to reimburse us

$3.1 mfflion of these costs because of the 2%limitation described above and $2.7 million had been reimbursed as of that date

Incentive Termination and Subordinated Disposition Revenue

We earn revenue related to the disposition of properties by the Managed REITs subject to subordination provisions which

will only be recognized as the relevant conditions are met Such revenue may include subordinated disposition revenue of no

more than 3% of the value of any assets sold payable only after stockholders have received back their initial investment plus

specified preferred return and subordinated incentive revenue of 15% of the net cash proceeds distributable to stockholders

from the disposition of properties after recoupment by stockholders of their initial investment plus specified preferred

return We may also in connection with the termination of the advisory agreements for the Managed REITs be entitled to

termination payment based on the amount by which the fair value of Managed REITs properties less indebtedness exceeds

investors capital plus specified preferred return

We waived any acquisition fees payable by CPA16 Global under its advisory agreement with us in respect of the properties

it acquired in the CPA14/16 Merger and also waived any disposition fees that may subsequently be payable by CPA16
Global upon sale of such assets As the advisor to CPA 14 we earned acquisition fees related to those properties when they

were acquired by CPA 14 and disposition fees on those properties to CPA 16 Global by CPA 14 in the CPA 14/16 Merger

and as result we and CPA16 Global agreed that we should not receive fees upon the acquisition or disposition of the same

properties by CPA16 Global

In connection with providing liquidity event for CPA 14 stockholders during the second quarter of 2011 with the

completion of the CPA 14/16 Merger we earned termination revenue of $31.2 mfflion and subordinated disposition revenue

of $21.3 million which we elected to receive in shares of CPA14 and cash respectively In connection with the Merger with

CPA15 we waived the subordinated disposition and termination fees we would have been entitled to receive from CPA15

upon its liquidation pursuant to the terms of our advisory agreement with CPA15 There was no gain or loss recognized in

connection with waiving these subordinated disposition and termination fees

Structuring Revenue

Under the terms of the advisory agreements we earn revenue in connection with structuring and negotiating investments and

related financing for the Managed REITs which we call acquisition revenue We may receive acquisition revenue of up to an

average of 4.5% of the total cost of all investments made by each CPA REIT Historically portion of this revenue generally

2.5% was paid when the transaction was completed while the remainder generally 2% was payable in annual installments

ranging from three to eight years provided the relevant CPA REIT met its performance criterion For certain types of non-

long term net lease investments acquired on behalf of CPA 17 Global initial acquisition revenue may range
from 0% to

1.75% of the equity invested plus the related acquisition revenue with no deferred acquisition revenue being earned For CWI
we earn initial acquisition revenue of 2.5% of the total investment cost of the properties acquired and loans originated by us

not to exceed 6% of the aggregate contract purchase price of all investments and loans with no deferred acquisition revenue

being earned We may also be entitled subject to the Managed REIT board approval to fees for structuring loan refinancing

of up to 1% of the principal amount This loan refinancing revenue together with the acquisition revenue is referred to as

structuring revenue
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Unpaid transaction fees including accrued interest are included in Due from affiliates in the consolidated financial statements

Unpaid transaction fees bear interest at annual rates ranging from 5% to 7% The following tables present the amount of unpaid

transaction fees and interest earned on these fees in thousands

DECEMBER 31

2012 2011

Unpaid deferred acquisition fees $28654 $29410

YEARS ENDED DECEMBER 31

2012 2011 2010

Interest earned on unpaid deferred acquisition fees $1064 1332 1136

Distributions of Available Cash and Deferred Revenue Earned

We receive distributions of our proportionate share of earnings up to 10% of available cash from CPA 17 Global CWI and

after the UPREIT reorganization CPA16 Global as defined in the respective advisory agreements from their operating

partnerships As discussed under CPA 16 Global UPREIT Reorganization below we acquired the Special Member Interest

in CPA 16 Globals operating partnership for $0.3 million during the second quarter of 2011 We initially recorded the

Special Member Interest at its fair value of $28.3 million which is net of approximately $6.0 million related to our ownership

interest in CPA 16 Global that was eliminated in our consolidated financial statement to be amortized into earnings over

the expected period of performance Cash distributions of our proportionate
share of earnings from the CPA 16 Global and

CPA 17 Global operating partnerships as well as deferred revenue earned from our Special Member Interest in CPA 16

Globals operating partnership are recorded as Income from equity investments in real estate and the Managed REITs within

the Investment Management segment We have not yet earned or received any distributions of our proportionate share of

earnings from CWIs operating partnership because CWI has not yet generated Available Cash

Other Transactions with Affiliates

Transactions with Estate of Wm Polk Carey

Voting Agreement

In July 2012 we entered into voting agreement the Voting Agreement with the Estate of Wm Polk Carey our Chairman

and founder who passed away on January 2012 pursuant to which the Estate and Carey Co Inc wholly-owned

corporation of the Estate had agreed among other things to vote their share of our predecessors common stock the Listed

Shares at the special meeting of Carey Co LLCs shareholders regarding the REIT Reorganization
and Merger in

favor of those transactions The REIT
Reorganization

and Merger were approved by those shareholders on September 13 2012

and the transactions closed on September 28 2012

Share Purchase Agreement

Concurrently with the execution of the Voting Agreement we entered into Share Purchase Agreement with the Estate

pursuant
to which we agreed to purchase up to an aggregate amount of $85.0 million of our common stock or prior to the

Merger the Listed Shares of our predecessor beneficially owned by the Estate in the following manner prior to the date

of the dissemination of the Joint Proxy Statement Prospectus of us and CPA 15 regarding the registration of securities with

the SEC on Form S-4 in connection with the REIT Conversion and the Merger the Joint Proxy Statement Prospectus

the Estate had one-time option to sell up to an aggregate
amount of $25.0 million of Listed Shares the First Sale Option

which as discussed below was completed on August 2012 ii at any time following the consummation of the Merger but

on or before December 31 2012 the Estate had one-time option to sell up to an aggregate amount of $20.0 million of our

common stock the Second Sale Option which as discussed below was completed on October 2012 and iiiat any time

following January 2013 but on or before March 31 2013 the Estate has one-time option to sell up to an aggregate amount

of $40.0 million of our common stock the Third Sale Option and with the First Sale Option and Second Sale Option each

Sale Option In connection with the exercise of Sale Option we agreed to pay per
share purchase price equal to 96%

of the volume-weighted-average price of one Listed Share of our predecessor and/or one share of our common stock as

applicable for the ten 10 business days immediately prior to the date of notification of exercise

On July 27 2012 we received notice from the Estate indicating its intention to fully exercise the First Sale Option and as

result on August 2012 we repurchased 561418 Listed shares for $25.0 million from the Estate at price of $44.53 per share

On October 2012 we received notice from the Estate indicating its intention to fully exercise the Second Sale Option

and as result on October 2012 we repurchased an additional 410964 shares of our common stock for $20.0 million from

the Estate at price of $48.67 per share We used our Revolver Note 12 to finance the repurchases pursuant to the First and

Second Sale Options We currently intend to borrow from our Revolver in order to finance the repurchase of our common

stock pursuant to the remaining Third Sale Option if the Estate should decide to exercise it
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Because the Share Purchase Agreement contains put options that if exercised would obligate us to settle the transactions in

cash we account for the shares of our common stock owned by the Estate as redeemable securities in accordance with ASC

480 Distinguishing Liabilities from Equity and Accounting Series Release No 268 ASR 268 Presentation in Financial

Statements of Redeemable Preferred Stocks ASR 268 requires us to reclassify portion of our permanent equity to redeemable

equity in order to reflect the future cash obligations that could arise if the Estate were to exercise the put options requiring

us to purchase its shares When the Estate exercises Sale Option we will reclassify the amount from temporary equity to

permanent equity and reclassify the amount from Additional paid-in capital stock to Treasury stock Accordingly on the

date of the execution of the Share Repurchase Agreement we reclassified $85.0 million from Additional paid-in capital to

Redeemable securities related
party

which represents the maximum amount that we would be required to pay should the

Estate exercise all its Sale Options Additionally on August 2012 and October 2012 when we purchased our common

stock in connection with the Estates exercise of the First and Second Sale Options respectively we reclassified $45.0 million

from Redeemable securities related party to Additional paid-in capital and reclassified the shares from Additional paid-in

capital to Treasury stock

The following table presents reconciliation of our Redeemable securities related party in thousands

YEAR ENDED DECEMBER 31 2012

Balance beginning of
year

Reclassification from permanent equity to temporary equity 85000

Redemptions of securities 45000

Balance end of year $40000

Registration Rights Agreement

Concurrently with the execution of the Voting Agreement and the Share Purchase Agreement we and the Estate Shareholders

entered into Registration Rights Agreement the Registration Rights Agreement

The Registration Rights Agreement provides the Estate with at any time following the consummation of the REIT

Reorganization but on or before the third
anniversary thereof subject to certain exceptions and limitations three demand

rights the Demand Registration Rights for the registration via an underwritten public offering of in each instance between

minimum of ia $50.0 million with respect to one Demand Registration Right and $75.0 million with respect to two

Demand Registration Rights and maximum of ii $250.0 millionworth of shares of our common stock received in the

REIT Conversion in exchange for the Listed Shares of our predecessor that were owned by the Estate as of the date of the

Registration Rights Agreement

Additionally the Registration Rights Agreement provides the Estate Shareholders with subject to certain exceptions and

limitations unlimited piggyback registration rights the Piggyback Registration Rights and together with the Demand

Registration Rights the Estate Shareholders Registration Rights pertaining to the shares of our common stock received in

the REIT conversion in exchange for the Listed Shares of our predecessor that were owned by the Estate as of the date of the

Registration Rights Agreement

The Estate Shareholders Registration Rights are subject to customary lock-up and cutback provisions and the Registration

Rights Agreement contains customary indemnification provisions We have agreed to bear the
expenses

incurred in

connection with the filing of any registration statements attributable to the exercise of the Estates Registration Rights other

than any underwriting fees discounts and sales commissions ii fees expense and disbursements of legal counsel of the

Estate and iiitransfer taxes in each case relating to the sale or disposition by the Estate of shares of our common stock

pursuant to the Registration Rights Agreement

We account for our obligations under the Registration Rights Agreement in accordance with ASC 450 Contingencies which

requires us to record liability if the contingent loss is probable and the amount can be estimated At December 31 2012 we

have not recorded liability pertaining to our obligations under the
Registration Rights Agreement because the amount cannot

be reasonably estimated at this time and is not deemed probable

CPA14/16 Merger

On May 2011 CPA14 merged with and into subsidiary of CPA16 Global In connection with the CPA14/16 Merger on

May 2011 we purchased the remaining interests in three jointly-owned investments from CPA 14 in which we already had

partial ownership interest for an aggregate purchase price of $31.8 mfflion plus the assumption of $87.6 million of indebtedness
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In the CPA14/16 Merger CPA14 shareholders were entitled to receive $11.50 per share which was equal to the estimated

NAV of CPA 14 as of September 30 2010 For each share of CPA 14 stock owned each CPA 14 shareholder received $1.00

per
share special cash dividend and choice of either $10.50 in cash or ii 1.1932 shares of CPA 16 Global The merger

consideration of $954.5 million was paid by CPA16 Global including payment of $444.0 million to liquidating shareholders

and issuing 57365145 shares of common stock with fair value of $510.5 million on the date of closing to shareholders of

CPA 14 in exchange for 48076723 shares of CPA 14 common stock The $1.00 per share special cash distribution totaling

$90.4 million in the aggregate was funded from the proceeds of the CPA14 Asset Sales In connection with the CPA14/16

Merger we agreed to purchase sufficient number of shares of CPA 16 Global common stock from CPA 16 Global to

enable it to pay the merger consideration if the cash on hand and available to CPA 14 and CPA 16 Global including the

proceeds of the CPA 14 Asset Sales and new $320.0 million senior credit facility of CPA 16 Global were not sufficient

Accordingly we purchased 13750000 shares of CPA 16 Global on May 2011 for $121.0 million which we funded along

with other obligations with cash on hand and $121.4 million drawn on our then-existing unsecured line of credit

Upon consummation of the CPA 14/16 Merger we earned revenues of $31.2 million in connection with the termination

of the advisory agreement with CPA14 and $21.3 million of subordinated disposition revenues We elected to receive our

termination revenue in 2717138 shares of CPA 14 which were exchanged into 3242089 shares of CPA 16 Global in the

CPA 14/16 Merger Upon closing of the CPA 14/16 Merger we received 13260091 shares of common stock of CPA 16

Global in respect of our shares of CPA 14

CAM waived any acquisition fees payable by CPA16 Global under its advisory agreement with CAM in respect of the properties

acquired in the CPA14/16 Merger and also waived any disposition fees that may subsequently be payable by CPA16 Global

upon sale of such assets As the advisor to CPA 14 CAM earned acquisition
fees related to those properties acquired by CPA14

and disposition fees on those properties upon the liquidation of CPA 14 and as result CAM and CPA16 Global agreed that

CAM should not receive fees upon the acquisition or disposition of the same properties by CPA16 Global

CPA 16 Global UPREIT Reorganization

Immediately following the CPA14/16 Merger on May 2011 CPA16 Global completed an internal reorganization

whereby CPA16 Global formed an UPREIT which was approved by CPA16 Global stockholders in connection with

the CPA 14/16 Merger the CPA 16 Global UPREIT Reorganization In connection with the formation of the UPREIT

CPA16 Global contributed substantially all of its assets and liabilities to an operating partnership in exchange for

managing member interest and units of membership interest in the
operating partnership which together represent 99.985%

capital interest of the Managing Member Through subsidiary we acquired Special Member Interest of 0.0 15% in the

operating partnership for $0.3 million entitling us to receive certain profit allocations and distributions of cash

As consideration for the Special Member Interest we amended our advisory agreement with CPA 16 Global to give effect

to this UPREIT reorganization
and to reflect revised fee structure whereby our asset management fees are prospectively

reduced to 0.5% from 1.0% of the asset value of property under management ii the former 15% subordinated incentive fee

and termination fees have been eliminated and replaced by iii 10% Special General Partner Available Cash Distribution and

iv the 15% Final Distribution each defined below The sum of the new 0.5% asset management fee and the Available Cash

Distribution is expected to be lower than the original 1.0% asset management fee accordingly the Available Cash Distribution

is contractually limited to 0.5% of the value of CPA 16 Globals assets under management However the amount of after-tax

cash we receive pursuant to this revised structure is anticipated to be greater than the amount we received under the previous

arrangement The fee structure related to initial acquisition fees subordinated acquisition fees and subordinated disposition

fees for CPA16 Global remains unchanged

As Special General Partner we are entitled to 10% of the operating partnerships available cash the Available Cash

Distribution which was defined as the
operating partnerships cash generated from operations excluding capital proceeds

as reduced by operating expenses and debt service excluding prepayments and balloon payments We may elect to receive our

Available Cash Distribution in shares of CPA 16 Globals common stock In the event of capital transaction such as sale

exchange disposition or refinancing of CPA 16 Globals assets we are also entitled to receive Final Distribution equal to 15%

of residual returns after giving effect to 100% return of the Managing Members invested capital plus 6% priority return

We initially recorded the Special Member Interest as an equity investment at its fair value of $28.3 mfflion and an equal amount

of deferred revenues Note which was net of approximately $6.0 million related to our ownership interest of approximately

17.5% in CPA16 Global that was eliminated in our consolidated financial statements We recognize the deferred revenue

earned from our Special Member Interest in CPA 16 Globals operating partnership into earnings on straight-line basis over

the expected period of performance which is currently estimated at three years
based on the stated intended life of CPA 16

Global as described in its offering documents The amount of deferred revenue recognized during the
years

ended December 31

2012 and 2011 was $8.5 million and $5.7 million respectively The amount of deferred revenue recognized in 2012 and 2011 was
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net of $0.9 million and $0.6 million respectively in amortization associated with the basis differential generated by the Special

Member Interest in CPA16 Globals operating partnership and our underlying claim on the net assets of CPA16 Global We

determined the fair value of the Special Member Interest based upon discounted cash flow model which included assumptions

related to estimated future cash flows of CPA16 Global and the estimated duration of the fee stream of three years The equity

investment is evaluated for impairment consistent with the policy described in Note At December 31 2012 and 2011 the

unamortized balance of the deferred revenue was $12.6 mffiion and $22.0 million respectively

Other

We own interests in entities ranging from 3% to 95% as well as jointly-controlled tenancy-in-common interests in properties

with the remaining interests generally held by affiliates and own common stock in each of the Managed REITs We consolidate

certain of these investments and account for the remainder under the equity method of accounting

One of our directors and officers was the sole shareholder of Livho subsidiary that operates hotel investment We consolidated

the accounts of Livho in our consolidated financial statements because it was VIE and we were its primary beneficiary In order

to streamline Livhos corporate structure in August 2012 the director and officer transferred his ownership interest in Livho for

no consideration to one of our subsidiaries Carey REIT II Inc No gain or loss was recognized in this transaction Immediately

after the ownership transfer we became the sole shareholder of Livho and we continue to consolidate the accounts of Livho

Family members of one of our directors have an ownership interest in certain companies that own noncontrolling interests

in one of our French majority-owned subsidiaries These ownership interests are subject to substantially the same terms as all

other ownership interests in the subsidiary companies

former employee owns redeemable noncontrolling interest Note 14 in Carey International LLC WPCI
subsidiary company that structures net lease transactions on behalf of the CPA REITs outside of the U.S as well as certain

related entities

During February 2011 we loaned $90.0 million at an annual interest rate of 1.15% to CPA17 Global which was repaid on

April 2011 its maturity date During May 2011 we loaned $4.0 million at the 30-day LIBOR plus 2.5% to CWI which was

repaid on June 2011 In addition during September 2011 we loaned $2.0 million at LIBOR plus 0.9% to CWI of which

$1.0 million was repaid on September 13 2011 and the remaining $1.0 million was repaid on October 2011 In connection

with these loans we received interest income from CWI and CPA17 Global totaling $0.2 million during the year ended

December 31 2011

For related
party transactions that occurred subsequent to December 31 2012 please see Note 20

NET INVESTMENTS IN PROPERTIES

Real Estate

Real estate which consists of land and buildings leased to others at cost and which are subject to operating leases is summarized

as follows in thousands

DECEMBER 31

2012 2011

Land 509530 111483

Buildings 1822083 534999

Less Accumulated depreciation 116075 118054

2215538 528428

Real Estate Acquired During 2012 As discussed in Note we acquired properties in the Merger which increased the carrying

value of our real estate by $1.8 bffiion during the
year

ended December 31 2012 Other acquisitions of real estate during this

period are disclosed in Note and assets disposed of are disclosed in Note 17 Impairment charges recognized on certain

properties are discussed in Note 11 During this period the U.S dollar weakened against the euro as the end-of-period rate for

the U.S dollar in relation to the euro at December 31 2012 increased by 2.1% to $1 .3218 from $1.2950 at December 31 2011 The

impact of this weakening was $12.9 million increase in Real estate from December 31 2011 to December 31 2012

On September 13 2012 we acquired an interest in an investment leased to the Walgreens Co at total cost of $24.8 million

including net lease intangible assets totaling $6.6 million Note and acquisition-related costs We updated our purchase price

allocation during the fourth quarter of 2012 and recorded measurement period adjustment of $5.3 million to reduce land

and buildings and to increase net lease intangibles We deemed this investment to be real estate asset acquisition and as such

we capitalized acquisition-related costs of $0.2 million The Walgreens Co leases are classified as operating leases
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Real Estate Acquired During 2011 As discussed in Note in connection with the CPA 14/16 Merger in May2011 we

purchased the remaining interests in certain investments in which we already had joint interest from CPA14 as part

of the CPA14 Asset Sales These three investments which lease properties to Checkfree Federal Express
and Amylin

had an aggregate fair value of $174.8 million at the date of acquisition Prior to this purchase we had consolidated the

Checkfree investments and accounted for the Federal Express and Amylin investments under the equity method As part

of the transaction we assumed the related non-recourse mortgages on the Federal Express and Amylin investments These

two mortgages and the mortgage on the Checkfree investment had an aggregate fair value of $117.1 million at the date of

acquisition Note 12 Amounts provided are the total amounts attributable to the jointly-owned investments properties and

do not represent the proportionate share that we purchased Upon acquiring the remaining interests in the investments leased

to Federal Express and Amylin we owned 100% of these investments and accounted for these acquisitions as step acquisitions

utilizing the purchase method of accounting Due to the change in control of the investments that occurred and in accordance

with ASC 810 involving step acquisition where control is obtained and there is previously held equity interest we recorded

an aggregate gain of approximately $27.9 million related to the difference between our respective carrying values and the

fair values of our previously held interests on the acquisition date Subsequent to our acquisition we consolidate all of these

wholly-owned investments The consolidation of these investments resulted in an increase of $90.2 million and $40.8 million to

Real estate net and net lease intangibles respectively in May 2011

During 2011 we reclassified real estate with net carrying value of $17.9 million to Real estate in connection with an out-of-

period adjustment Note

Operating Real Estate

Operating real estate which consists of our investments in 21 self-storage properties through Carey Storage and our Livho

hotel subsidiary at cost is summarized as follows in thousands

DECEMBER 31

2012 2011

Land $22158 $24031

Buildings 77545 85844

Less Accumulated depreciation 19993 17121

79710 $92754

During the
year

ended December 31 2012 we recognized an impairment charge of $10.5 million on our hotel
property to

write down the propertys carrying value to its estimated fair value as result of decrease in fair value and in the estimated

holding period of the hotel Note 11

Real Estate Under Construction

At December 31 2012 real estate under construction was $2.9 millionrecorded at cost

Scheduled Future Minimum Rents

Scheduled future minimum rents exclusive of renewals and expenses paid by tenants and future CPI-based increases under

non-cancelable operating leases at December 31 2012 are as follows in thousands

YEARS ENDING DECEMBER 31 TOTAL

2013 272559

2014 270952

2015 249266

2016 227445

2017 213292

Thereafter 1078071

Total $2311585
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FINANCE RECEIVABLES

Unguaranteed residual value

Less unearned income

YEARS ENDNG DECEMBER 31

2013

2014

2015

2016

2017

Thereafter

Total

375706 57218

806220 87204

430215 29204

Assets representing rights to receive money on demand or at fixed or determinable dates are referred to as finance receivables

Our finance receivable portfolios consist of our Net investments in direct financing leases and deferred acquisition fees Operating

leases are not included in finance receivables as such amounts are not recognized as an asset in the consolidated balance sheets

Net Investment in Direct Financing Leases

Net investment in direct financing leases is summarized as follows in thousands

DECEMBER 31

2012 2011

Minimum lease payments receivable 430514 29986

376005 58000

During 2012 we sold our net investment in direct financing lease for $2.0 million net of selling costs and recognized

net loss on sale of $0.2 million In connection with the Merger in September 2012 we acquired 15 direct financing leases

with total fair value of $315.8 million Note During the years ended December 31 2012 and 2011 in connection with

our annual reviews of the estimated residual values of our properties we recorded no impairment charges related to direct

financing leases We recorded $1.1 million in impairment charges related to several direct financing leases in 2010 Impairment

charges related primarily to other-than-temporary declines in the estimated residual values of the underlying properties due

to market conditions Note 11 In the fourth quarter of 2011 we also recorded $1.6 million in connection with an out-of-

period adjustment Note At December 31 2012 and 2011 Other assets net included $0.2 million and less than $0.1 million

respectively of accounts receivable related to amounts billed under these direct financing leases

During 2011 we reclassified $17.6 million out of Net investments in direct financing leases in connection with an out-of-

period adjustment Note

Scheduled future minimum rents exclusive of renewals and expenses paid by tenants percentage of sales rents and future

CPI-based adjustments under non-cancelable direct financing leases at December 31 2012 are as follows in thousands

TOTAL

34573

32277

31968

30150

29707

271839

$430514

Deferred Acquisition Fees Receivable

As described in Note we earn revenue in connection with structuring and negotiating investments and related mortgage

financing for the Managed REITs portion of this revenue is due in equal annual installments ranging from three to four

years provided the Managed REITs meet their respective performance criteria Unpaid deferred installments including

accrued interest from all of the Managed REITs were included in Due from affiliates in the consolidated financial statements
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Credit Quality of Finance Receivables

We generally seek investments in facilities that we believe are critical to tenants business and that we believe have low

risk of tenant defaults At both December 31 2012 and 2011 none of our finance receivables were past due and we had not

established any allowances for credit losses As discussed above we acquired 15 direct financing leases with total fair value

of $315.8 million from CPA 15 in connection with the Merger Note There were no modifications of finance receivables

for either of the years ended December 31 2012 or 2011 We evaluate the credit quality of our tenant receivables utilizing an

internal 5-point credit rating scale with representing the highest credit quality and representing the lowest The credit

quality evaluation of our tenant receivables was last updated in the fourth quarter of 2012 We believe the credit quality of our

deferred acquisition fees receivable falls under category as the CPA REITs are expected to have the available cash to make

such payments

summary of our finance receivables by internal credit quality rating is as follows dollars in thousands

NUMBER OF TENANTS AT NET INVESTMENTS IN DIRECT FINANCING LEASES AT

INTERNAL CREDIT QUALITY INDICATOR DECEMBER 31 2012 DECEMBER 31 2011 DECEMBER 31 2012 DECEMBER 31 2011

46398 $46694

49764 11306

257281

22562

_______________________

$376005 $58000

EQUITY INVESTMENTS IN REAL ESTATE AND THE MANAGED REITS

We own interests in the Managed REITs and unconsolidated real estate investments We account for our interests in these

investments under the equity method of accounting i.e at cost increased or decreased by our share of earnings or losses less

distributions plus contributions and other adjustments required by equity method accounting such as basis differences from

other-than-temporary impairments These investments are summarized below

Income from
equity investments in real estate represents our proportionate share of the income or losses of these investments

as well as certain depreciation and amortization adjustments related to other-than-temporary impairment charges The

following table presents information about our equity income from the Managed REITs and other jointly-owned investments

in thousands

YEARS ENDED DECEMBER 31

2012 2011 2010

Equity earnings from equity investments in the Managed REITs 5509 $16928 $10480

Other-than-temporary impairment charges on CPA16
Global operating partnership 9910

Distributions of Available Cash Note 30009 15535 4468

Deferred revenue earned Note 8492 5662

Equity income from the Managed REITs

Equity earnings from other equity investments

34100 38125 14948

28292 13103 16044

Total income from equity investments in real estate and the Managed REITs $62392 $51228 $30992

Managed REITs

We own interests in the Managed REITs and account for these interests under the equity method because as their advisor and

through our ownership in their common stock we do not exert control over but we do have the ability to exercise significant

influence on the Managed REITs We earn asset management and we earned performance revenue from the Managed REITs

and have elected in certain cases to receive portion of this revenue in the form of common stock of the Managed REITs

rather than cash
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The following table sets forth certain information about our investments in the Managed REITs dollars in thousands

FUND DECEMBER 31 2012

CPA15 7.7% 93650

CPA16 Global 18.3% 17.9% 313441 338964

CPA17 Globalg 1.3% 0.9% 38977 21277

CWI 0.4% 0.5% 727 121

$353145 $454012

Includes asset management
fees receivable for which 128992 shares 84595 shares and 9842 shares of CPA17 Global CPA16 Global and CWI respectively were issued during the first quarter

of 2013

Prior to the
Merger we received distributions of $5.6 million $6.9 million and $6.2 million from this investment during 2012 2011 and 2010 respectively

On September 28 2012 we acquired all the
remaining

interests in CPAl5 and now consolidate this entity Nate

During the year ended December 31 2012 we recognized other-than-temporary impairment charges totaling $9.9 million on our special
member interest in CPA16 Globals operating partnership to

reduce the
carrying

value of our interest in the
operating partnership

to its estimated fair value Note

At December 31 2011 our investment in CPAl6 Global comprised more than 20% of our total assets Therefore we refer to the audited financials of CPA16 Global filed on February 26 2013

We received distributions of $39.7 million $18.6 million and $4.1 million from this investment during 2012 2011 and 2010 respectively

We received distributions of $16.2 million $10.0 million and $4.7 million from this investment during 2012 2011 and 2010 respectively

The following tables present preliminary combined summarized financial information for the Managed REITs Amounts provided

are expected total amounts attributable to the Managed REITs and do not represent our proportionate share in thousands

DECEMBER 31

2012 2011

Assets 8052546 9184111

Liabilities 3959756 4896116

Redeemable noncontrolling interests 21747 21306

Noncontrolling interests 170140 330873

Stockholders equity 3900903 3935816

YEARS ENDED DECEMBER 31

2012 2011 2010

Revenues 809364 789933 737369

Expenses 626422 599822 501216

Income from continuing operations 182942 190111 236153

Net income attributable to the Managed REITsc 123815 123479 189155

Total net expenses recognized by the Managed REITs during the year ended December 31 2012 included $3.1 million of Merger-related expenses
incurred

by CPA15 of which our share was approximately

$0.2 million

Total net expenses recognized by the Managed REITs during the year ended December 31 2011 included the following items related to the CPA14116 Merger $78.8 million of net gains recognized by

CPA14 in connection with selling certain properties to us CPAl7 Global and third parties of which our share was approximately $7.4 million ii net gain of $28.7 million recognizedby CPAt6

Global in connection with the CPAt4/16 Merger as result of the fairvalue of CPA14 exceeding
the total

merger consideration of which our share was approximately $5.0 million iii $13.6 million of

expenses
incurred byCPAt6 Global related to the CPA14/t6 Merger of which our share was approximately $2.4 million and iv 052.8 million net loss recognized by CPA16 Global in connection

with the prepayment of certain non-recourse mortgages of which our share was approximately $0.5 million

Inclusive of impairment charges recognized by the Managed REITs totaling $25.0 million $57.7 million and $51.4 million during the years ended December 31 20t2 2011 and 2010 respectively
of which

$6.9 million $45.1 million and $17.4 million were included in discontinued operations respectively These impairment charges reduced our income earned from these investments by approximately

$4.2 million $7.8 million and $3.0 million during the
years

ended December 31 2012 2011 and 2010 respectively

Amounts included net gains on sale of real estate recorded
by

the Managed lt.EITs
totaling $35.4 million $45.4 million and $30.5 million during the

years
ended December 31 2012 2011 and 2010

respectively of which $29.6 mfflion $16.7 million and $14.6 million were reflected within discontinued operations respectively

Interests in Unconsolidated Real Estate Investments

We own interests in single-tenant net leased properties that are leased to corporations through noncontrolling interests in

partnerships and limited liability companies that we do not control but over which we exercise significant influence or ii as

tenants-in-common subject to common control Generally the underlying investments are jointly-owned with affiliates We

account for these investments under the equity method of accounting

OF OUTSTANDING SHARES OWNED AT

DECEMBER 31 2011

CARRYING AMOUNT OF INVESTMENT AT

DECEMBER 31 2012 DECEMBER 31 2011
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The following table sets forth our ownership interests in our equity investments in real estate excluding the Managed REITs

and their respective carrying values dollars in thousands

OWNERSHIP INTEREST CARRYING VALUE AT

LESSEE AT DECEMBER 31 2012 DECEMBER 31 2012 2011

Schuler A.G.a 67% 62006 $19958

Heliweg Die Profi-Baumarkte GmbH Co KG Heliweg 2a Cc 45% 42387 1062

Advanced Micro Devices 33% 23667

The New York Times Company 18% 20584 19647

1000 Logistiek Vastgoed B.V.a 15% 14929

Del Monte CorporationU 50% 8318

Airways Group Jbg 75% 7995 7415

The Talaria Company Hinckley 30% 7702

The Upper Deck Company 50% 7198

Waldaschaff Automotive GmbH and Wagon Automotive

Nagold GmbHa 33% 6323

Builders FirstSource Inc 40% 5138

PETsMART Inc 30% 3808

Consolidated Systems Inc 60% 3278 3387

Carrefour France SASa 20014

MØdica France S.A.a 4430

Hologic Inc 4429

Childtime Childcare Inc 4419

Symphony IRI Group Inc.J 24

SaarOTEC 50% 116

Wanbishi Archives Co Ltd.a 3% 736

$212481 $84737

The carrying value of the investment is affected by the impact of fluctuations in the exchange rate of the
foreign currency

Represents tenancy-in-common interest under which the investment is under common control by us and our investment partner

In connection with the Merger we acquired an additional interest in this investment from CPAt5

We received distributions of $8.2 million $2.4 million and $2.3 million from this investment during 2012 2011 and 2010 respectively

We acquired our interest in this investment in connection with the Merger Note

We received distributions of $3.2 million and $4.4 million from this investment during 2012 and 2011 respectively

We received distributions of $2.4 million $2.2 million and $2.5 million from this investment during 2012 2011 and 2010 respectively

In connection with the Merger we acquired the remaining interest in this investment from CPAl5 Subsequent to the Merger we consolidate this investment

In April 2012 this
jointly-owned entity sold its interests in the investment for approximately $76.5 million and recognized net gain on sale of approximately $34.0 million Our share of the gain was

approximately $15.1 million Amounts are based on the exchange rate of the euro on the date of sale

In 2011 this jointly-owned entity sold one of its properties
and distributed the

proceeds to the
entity partners

Our share of the proceeds was approximately $1.4 million which exceeded our total

investment in the entity at that time During the first quarter of 2011 we recognized an other-than-temporary impairment charge of $0.2 million to reflect the dedine in the estimated fair value of the

entitys underlying net assets in comparison
with the

carrying
value of our interest in this investment

At December 31 2012 or 2011 as applicable we intended to fund our share of the investments future operating deficits if the need arose However we had no legal obligation to pay
for

any
of the

investments liabilities nor did we have any legal obligation to fund operating deficits

We received distributions of $2.6 million from this investment during 2011

Cm We acquired our interest in this investment in 2012 as discussed below
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The following tables present combined summarized financial information of our equity investments Amounts provided are the

total amounts attributable to the investments and do not represent our proportionate share in thousands

DECEMBER 31

2012 2011

Assets $1286294 $1026124

Liabilities 799422 706244

Redeemable noncontrolling interest 21747 21306

Partners/members equity 465125 298574

YEARS ENDED DECEMBER 31

2012 2011 2010

Revenues $108242 118819 146214

Expenses 64453 75992 79665

Impairment charge 8602
Income from continuing operations 43789 34225 66549

Net income attributable to equity method investeesa 79591 34225 66549

Amount during the
year

ended December 31 2012 included net gain of approximately $34.0 million recognized byajointly-owned entity as result of selling its interests in the Medico investment Our

share of the gain was approximately $15.1 million

Amount during the
year

ended December 31 2011 included an impairment charge of $8.6 million incurred by jointly-owned entity that leased property to Symphony IRI Group Inc in connection with

potential sale of the property of which our share was approximately $0.4 million The entity completed
the sale in June 2011

2012 In December 2012 an entity in which we and CPA17 Global hold 3% and 97% interests respectively purchased

distribution/warehouse in Japan for $52.1 million Our share of the purchase price was approximately $1.5 million We account

for this investment under the
equity method of accounting as we do not have controlling interest in the entity but exercise

significant influence over it In connection with this investment the entity obtained mortgage financing on the
property of

$31.6 mfflion at an annual interest rate of 2% and term of five years Our share of the financing was approximately $0.9 million

Amounts are based on the exchange rate of the Japanese yen on the date of acquisition

INTANGIBLE ASSETS AND LIABILITIES AND GOODWILL

In connection with our acquisitions of properties we have recorded net lease intangibles which are being amortized over

periods ranging from one year to 40 years In-place lease tenant relationship and above-market rent intangibles are included

in Intangible assets and goodwill net in the consolidated financial statements Below-market rent intangibles are included in

Accounts payable accrued expenses and other liabilities in the consolidated financial statements

In connection with our investment activity during the
year

ended December 31 2012 comprised of the Merger Note and

the Walgreens acquisition Note we have recorded net lease intangibles comprised as follows dollars in thousands

Amortizable Intangible Assets

Lease intangibles

WEIGHTED- INITIALLY REPORTED AT MEASUREMENT AS REVISED AT

AVERAGE LIFE SEPTEMBER 30 2012 PERIOD ADJUSTMENTS DECEMBER 31 2012

In-place lease

Above-market rent

Total intangible assets

Amortizable Intangible Liabilities

Below-market rent

Above-market ground lease

Unamortizable Intangible Liabilities

Below-market purchase option

Total intangible liabilities

12.9 413198

11.7

$102919

5322 418520

797 $103716

29.9

11.8

284174 790 284964

697372 6112 703484

79312 $1111 80423

6896 6896

16711 314 16397
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In connection with the Merger we recorded goodwill of $268.7 million as result of the Merger Consideration exceeding the

fair value of the assets acquired and liabilities assumed Note The goodwill was attributed to our Real Estate Ownership

reporting unit as it relates to the real estate assets we acquired The following table presents
reconciliation of our goodwifi

in thousands

INVESTMENT REAL ESTATE

MANAGEMENT OWNERSHIP TOTAL

Balance at January 2010 63607 63607

Activity

Balance at December 31 2010 63607 63607

Activity

Balance at December 31 2011 63607 63607

Acquisition of CPA15 268683 268683

Allocation of goodwill to dispositions of properties

within the reporting
unit 3158 3158

Balance at December 31 2012 $63607 $265525 $329132

Amount is
included in Loss gain on sale of real estate within discontinued operations

Intangible assets and liabilities and goodwill are summarized as follows in thousands

DECEMBER 31

2012 2011

CARRYING ACCUMULATED CARRYING ACCUMULATED

AMOUNT AMORTIZATION TOTAL AMOUNT AMORTIZATION TOTAL

Amortizable Intangible Assets

Management contracts 32765 31283 1482 32765 $30172 2593

32765 31283 1482 32765 30172 2593

Lease Intangibles

In-place lease 474629 27351 447278 62162 17585 44577

Other intangibles 8149 3406 4743 10968 4586 6382

Above-market rent 293627 13742 279885 9905 5082 4823

776405 44499 731906 83035 27253 55782

Unamortizable Goodwill and

Indefinite-Lived Intangible Assets

Goodwill 329132 329132 63607 63607

Trade name 3975 3975 3975 3975

333107 333107 67582 67582

Total intangible assets $1142277 $75782 $1066495 $183382 $57425 $125957

Amortizable Intangible Liabilities

Below-market rent 86171 $3227 $82944 6455 $1482 4973

Above-market ground lease 6896 103 6793

93067 3330 89737 6455 1482 4973

Unamortizable Intangible Liabilities

Below-market purchase option 16711 16711

Total intangible liabilities 109778 3330 $106448 6455 1482 4973

The fair value of the below-market purchase option was equal to the residual value at the date of acquisition
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Net amortization of intangibles including the effect of foreign currency translation was $24.7 million $4.0 mfflion and

$1.3 mfflion for the
years

ended December 31 2012 2011 and 2010 respectively Amortization of below-market rent above-

market rent and above-market ground lease intangibles is recorded as an adjustment to Lease revenues while amortization of

in-place lease and tenant relationship intangibles is included in Depreciation and amortization

Based on the intangible assets and liabilities recorded at December 31 2012 scheduled annual net amortization for each of the

next five
years

and thereafter is as follows in thousands

YEARS ENDIN6 DECEMBER 31 TOTAL

2013 84274

2014 79533

2015 72016

2016 70050

2017 66667

Thereafter 271111

Total $643651

FAIR VALUE MEASUREMENTS

For fair value measurements the fair value of an asset is defined as the exit price which is the amount that would either

be received when an asset is sold or paid to transfer liability in an orderly transaction between market participants at the

measurement date The guidance establishes three-tier fair value hierarchy based on the inputs used in measuring fair value

These tiers are Level for which quoted market prices for identical instruments are available in active markets such as money
market funds equity securities and US Treasury securities Level for which there are inputs other than quoted prices

included within Level that are observable for the instrument such as certain derivative instruments including interest rate

caps
and swaps and Level for securities that do not fall into Level or Level and for which little or no market data exists

therefore requiring us to develop our own assumptions

Items Measured at Fair Value on Recurring Basis

The methods and assumptions described below were used to estimate the fair value of each class of financial instrument For

significant Level items we have also provided the unobservable inputs along with their weighted average ranges

Money Market Funds Our money market funds which are included in Cash in the consolidated financial statements are

comprised of government securities and U.S Treasury bills These funds were classified as Level as we used quoted prices

from active markets to determine their fair values

Derivative Assets Our derivative assets which are included in Other assets net in the consolidated financial statements

are comprised of foreign currency forward contracts and stock warrants that were acquired from CPA 15 through the Merger
The foreign currency forward contracts were measured at fair value using readily observable market inputs such as quotations

on interest rates and were classified as Level as these instruments are custom over-the-counter contracts with various bank

counterparties that are not traded in the open market The stock warrants were measured at fair value using internal valuation

models that incorporate market inputs and our own assumptions about future cash flows We classified these assets as Level

because these assets are not traded in an active market

Derivative Liabilities Our derivative liabilities which are included in Accounts payable accrued
expenses

and other

liabilities in the consolidated financial statements are comprised of interest rate swaps substantial amount of which were

acquired from CPA15 through the Merger Note 10 These derivative instruments were measured at fair value using readily

observable market inputs such as quotations on interest rates These derivative instruments were classified as Level because

they are custom over-the-counter contracts with various bank counterparties that are not traded in an active market

Other Securities Our other securities which are included in Other assets net in the consolidated financial statements are

primarily comprised of our interest in commercial mortgage loan securitization known as the Carey Commercial Mortgage

Trust CCMT We classified these assets as Level because these assets are not traded in an active market We estimated the

fair value of these assets using internal valuation models that incorporate market inputs and our own assumptions about future

cash flows
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Redeemable Noncontrolling Interest We account for the noncontrolling interest in WPCI as redeemable noncontrolling

interest We determined the valuation of the redeemable noncontrolling interest using widely accepted valuation techniques

including expected discounted cash flows of the investment as well as the income capitalization approach which considers

prevailing market capitalization rates We classified this liability as Level Unobservable inputs for WPCI include discount

for lack of marketability discount rate and EBITDA multiples with weighted average ranges
of 20% 30% 22% 26%

and 3x 5x respectively Significant increases or decreases in any one of these inputs in isolation would result in significant

changes in the fair value measurement

The following tables set forth our assets and liabilities that were accounted for at fair value on recurring basis Assets and

liabilities presented below exclude assets and liabilities owned by equity investments in thousands

FAIR VALUE MEASUREMENTS AT DECEMBER 31 2012 USING

QUOTED PRICES IN

ACTIVE MARKETS FOR SIGNIFICANT OTHER UNOBSERVABLE

IDENTICAL ASSETS OBSERVABLE INPUTS INPUTS

DESCRIPTION TOTAL LEVEL LEVEL LEVEL

Assets

Money market funds 231 $231

Derivative assets 1745 25 1720

Total 1976 $231 25 $1720

Redeemable Noncontrolling Interest and Liabilities

Redeemable noncontrolling interest 7531 $7531

Derivative liabilities 24578 24578

Total $32109 $24578 $7531

FAIR VALUE MEASUREMENTS AT DECEMBER 31 2011 USING

QUOTED PRICES IN

ACTIVE MARKETS FOR SIGNIFICANT OTHER UNOBSERVABLE

IDENTICAL ASSETS OBSERVABLE INPUTS INPUTS

DESCRIPTION TOTAL LEVEL LEVEL LEVEL

Assets

Other securities 233 233

Money market funds 35 35

Total 268 35 233

Redeemable Noncontrolling Interest and Liabilities

Redeemable noncontrolling interest 7700 $7700

Derivative liabilities 4175 4175
______

Total $11875 4175 $7700

84 Carey Inc



Total gains or losses

realized and unrealized

Included in other

comprehensive loss income

FAIR VALUE MEASUREMENTS USING SIGNIFICANT UNOBSERVABLE INPUTS LEVEL ONLY

YEAR ENDED DECEMBER 31 2012 YEAR ENDED DECEMBER 31 2011

ASSETS ASSETS

REDEEMABLE REDEEMABLE

OTHER DERIVATIVE TOTAL NONCONTROLLING OTHER DERIVATIVE TOTAL NONCONTROLLING

SECURITIES ASSETS ASSETS INTEREST SECURITIES ASSETS ASSETS INTEREST

233 233 7700 $263 $263 7546

10 80 90 40 20 20 1923

10 10

236 236

Acquired due to Merger 1640 1640

1055 1309

455

The amount of total
gains or

losses for the period included

in earnings attributable to the

change in unrealized gains or

losses relating to assets still

held at the reporting date

$1720 $1720 7531 $233 $233 7700

80 80 20 20

We did not have any transfers into or out of Level Level and Level measurements during the
years

ended December 31 2012

and 2011 Gains and losses realized and unrealized included in earnings for other securities are reported in Other income and

expenses in the consolidated financial statements

Our other financial instruments had the following carrying values and fair values as of the dates shown in thousands

FAIR VALUE

Non-recourse debta $1715397 $1727985 $356209 $361948

Senior Credit Facility 253000 253000 233160 233160

Deferred acquisition fees receivable 28654 33632 29410 31638

We determined the estimated fair value of our debt instruments using
discounted cash flow model with rates that take into account the credit of the tenants where applicable and interest rate risk We also

considered the value of the underlying collateral taking into account the quality of the collateral the credit
quality

of the company the time until maturity and the current market interest rate

We determined the estimated fair value of our deferred acquisition fees based on an estimate of discounted cash flows using two significant unobservable mputs which are the
leverage adjusted unsecured

spread and an illiquidity adjustment with weighted average range of 275 325 bps and 50 100 bps respectively Significant increases or decreases to these inputs in isolation would result in significant

change in the fair value measurement

We estimated that our other financial assets and liabilities excluding net investments in direct financing leases had fair values

that approximated their carrying values at both December 31 2012 and 2011

Items Measured at Fair Value on Non-Recurring Basis

We perform an assessment when required of the value of certain of our real estate investments As part of that assessment we
determine the valuation of these assets using widely accepted valuation techniques including expected discounted cash flows

or an income capitalization approach which considers prevailing market capitalization rates We review each investment based

on the highest and best use of the investment and market participation assumptions We determined that the significant inputs

used to value these investments fall within Level As result of our assessments we calculated impairment charges based on

market conditions and assumptions that existed at the time The valuation of real estate is subject to significant judgment and

actual results may differ materially if market conditions or the underlying assumptions change Assets acquired and liabilities

assumed in the Merger approximate fair value The valuation methods related to the assets acquired liabilities assumed equity

investments and noncontrolling interests associated with the Merger are discussed in Notes and

Beginning balance

Included in earnings

Settlements

Distributions paid

Redemption value adjustment

Ending balance

840

DECEMBER 31 2012

LEVEL CARRYING VALUE

DECEMBER 31 2011

CARRYING VALUE FAIR VALUE
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The following tables present information about our other assets that were measured on fair value basis in thousands

YEAR ENDED DECEMBER 31 2012 YEAR ENDED DECEMBER 31 2011 YEAR ENDED DECEMBER 31 2010

TOTAL TOTAL TOTAL TOTAL TOTAL TOTAL

FAIR VALUE IMPAIRMENT FAIR VALUE IMPAIRMENT FAIR VALUE IMPAIRMENT

MEASUREMENTS CHARGES MEASUREMENTS CHARGES MEASUREMENTS CHARGES

Impairment Charges from

Continuing Operations

Real estate 380 243

Operating real estateb 5002 10467

Net investments in direct

financing
1eases 1608 3548 1140

Equity investments in

real estate 17140 9910 1554 206 22846 1394

22142 20377 1934 1159 26394 2534

Impairment Charges from

Discontinued Operations

Real estate 39642 12495 42207 11838 11662 14241

$61784 $32872 $44141 $10679 $38056 $16775

These fair value measurements were developed by third-party sources subject to our corroboration for reasonableness

During the year
ended December 31 2012 we recorded an impairment charge of $10.5 million on hotel

property
to reduce its carrying value to its estimated fair value which had declined The fair value

of the hotel property was obtained using an estimate of discounted cash flows using three significant inputs which are capitalization rate cash flow discount rate and residual discount rate of 9.5% 7.5% and

10.0% respectively

In the fourth
quarter

of 2011 we recorded an out-of-period adjustment
of $1.6 million Note

During the year ended December 31 2012 we incurred an other-than-temporary impairment charge totaling $9.9 million on our investment in the Special Member Interest to reduce its carrying
value to its

estimated fair value which had declined This iovesiments fair value was obtained using an estimate of discounted cash flows using two significant
unobservable

inputs
which are the discount rate and the

estimated general and administrative costs as percentage
of assets under management with weighted average range

of 12.75% 15.75% and 35bps 45bps respectively Significant mcreases or decreases

to these inputs in isolation would result in significant change in the fair value measurement The valuation was also dependent upon the estimated date of liquidity event for CPAl6 Global because cash

flows attributable to this investment would cease upon
such event Therefore the fair value of this investment may decline in the future as the estimated liquidation date approaches

101 RISK MANAGEMENT AND USE OF DERIVATIVE FINANCIAL INSTRUMENTS

In the normal course of our ongoing business operations we encounter economic risk There are three main components of

economic risk that impact us interest rate risk credit risk and market risk We are primarily subject to interest rate risk on

our interest-bearing liabilities Credit risk is the risk of default on our operations
and our tenants inability or unwillingness to

make contractually required payments Market risk includes changes in the value of our properties and related loans as well

as changes in the value of our other securities and the shares we hold in the Managed REITs due to changes in interest rates

or other market factors In addition we own investments in the European Union and are subject to the risks associated with

changing foreign currency exchange rates

Use of Derivative Financial Instruments

When we use derivative instruments it is generally to reduce our exposure to fluctuations in interest rates and foreign currency

exchange rate movements We have not entered and do not plan to enter into financial instruments for trading or speculative

purposes The primary risks related to our use of derivative instruments are that counterparty to hedging arrangement

could default on its obligation or that the credit quality of the counterparty may be downgraded to such an extent that it

impairs our ability to sell or assign our side of the hedging transaction While we seek to mitigate these risks by entering into

hedging arrangements with counterparties that are large financial institutions that we deem to be creditworthy it is possible

that our hedging transactions which are intended to limit losses could adversely affect our earnings Furthermore if we

terminate hedging arrangement we may be obligated to pay certain costs such as transaction or breakage fees We have

established policies and procedures for risk assessment and the approval reporting and monitoring of derivative financial

instrument activities

We measure derivative instruments at fair value and record them as assets or liabilities depending on our rights or obligations

under the applicable derivative contract Derivatives that are not designated as hedges must be adjusted to fair value through

earnings For derivative designated and qualified as cash flow hedge the effective portion of the change in fair value of

the derivative is recognized in Other comprehensive income until the hedged item is recognized in earnings The ineffective

portion of derivatives change in fair value is immediately recognized in earnings
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The following table sets forth certain information regarding our derivative instruments in thousands

Derivatives Designated

as Hedging Instruments

Foreign currency contracts

Interest rate cap

Foreign currency contracts

Interest rate swaps

Derivatives Not Designated

as Hedging Instruments

Stock warrants

Interest rate swaps

Total derivatives

BALANCE SHEET LOCATION

Other assets net

Other assets net

Accounts payable

accrued expenses

and other liabilities

Accounts payable

accrued
expenses

and other liabilities

Other assets net

Accounts payable

accrued
expenses

and other liabilities

ASSET DERIVATIVES FAIR VALUE AT

DECEMBER 31 2012 DECEMBER 31 2011

25

1720

$1745

LIABILITY DERIVATIVES FAIR VALUE AT

DECEMBER 31 2012 DECEMBER 31 2011

4175

$4175

2067

5825

16686

$24578

As described below we acquired these instruments from CPAl5 in the Merger

The following table presents
the impact of derivative instruments on the consolidated financial statements in thousands

AMOUNT OF GAIN LOSS RECOGNIZED
IN OTHER COMPREHENSIVE INCOME ON DERIVATIVES

EFFECTIVE PORTION

YEARS ENDED DECEMBER 31

See below for information on our purposes for entering into derivative instruments and for information on derivative

instruments owned by unconsolidated entities which are excluded from the tables above

DERIVATIVES IN CASH FLOW HEDGING RELATIONSHIPS 2012 2011 2010

Interest rate swaps $1059 $3564 $45

Interest rate cap 277

Foreign currency contracts 1480

Total $2262 $3564 $45

AMOUNT OF GAIN LOSS RECLASSIFIED FROM
OTHER COMPREHENSIVE INCOME INTO INCOME

EFFECTIVE PORTION

YEARS ENDED DECEMBER 31

DERIVATIVES IN CASH FLOW HEDGING RELATIONSHIPS 2012 2011 2010

Interest rate swaps 1442

Foreign currency contracts 186

Total $1628

AMOUNT OF GAIN LOSS RECOGNIZED IN

INCOME ON DERIVATIVES

YEARS ENDED DECEMBER 31

2011DERIVATIVES NOT IN CASH FLOW HEDGING RELATIONSHIPS

Interest rate swaps

Stock warrants

Total

LOCATION OF GAIN LOSS
RECOGNIZED IN INCOME

Other income and expenses

Other income and expenses

2012

429

108

2010

537
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Interest Rate Swaps and Caps

We are exposed to the impact of interest rate changes primarily through our borrowing activities To limit this exposure we

attempt to obtain mortgage financing on along-term fixed-rate basis However from time to time we or our investment partners

may obtain variable-rate non-recourse mortgage loans and as result may enter into interest rate swap agreements or interest

rate cap agreements with counterparties Interest rate swaps which effectively convert the variable-rate debt service obligations

of the loan to fixed rate are agreements
in which one party exchanges stream of interest payments for counterpartys stream

of cash flow over specific period The notional or face amount on which the swaps are based is not exchanged Interest rate

caps limit the effective borrowing rate of variable-rate debt obligations while allowing participants to share in downward shifts in

interest rates Our objective in using these derivatives is to limit our exposure to interest rate movements

The interest rate swaps that we had outstanding on our consolidated subsidiaries at December 31 2012 were designated as cash

flow hedges and are summarized as follows currency in thousands

NOTIONAL EFFECTIVE

AMOUNT INTEREST RATE

EFFECTIVE EXPIRATION FAIR VALUE AT

DATE DATE DECEMBER 31 2O12

Amounts are based on the applicable exchange rate of the euro at December 31 2012

The interest rate swaps that we had outstanding on our consolidated subsidiaries at December 31 2012 were not designated as

hedging and are summarized as follows currency in thousands

NOTIONAL EFFECTIVE EFFECTIVE EXPIRATION FAIR VALUE AT

DESCRIPTION TYPE AMOUNT INTEREST RATE DATE DATE DECEMBER 31 2O12

3-Month Euribor Pay-fixed swap 100000 3.7% 7/2006 7/2016 15462

3-Month Euribor Pay-fixed swap 15970 0.9% 4/2012 7/2013 86

3-Month Euribor Pay-fixed swap 6975 4.4% 4/2008 10/2015 523

3-Month Euribor Pay-fixed swap 5479 4.3% 4/2007 7/20 16 615

16686

These interest rate swaps were acquired from CPA15 in the Merger They do not qualify for hedge accounting however they do protect against fluctuations in interest rates related to the variable-rate debt

we acquired in the
Merger

Amounts are based on the applicable exchange rate of the euro at December 31 2012

Notional and fair value amounts include on combined basis portions attributable to noncontroiling interests totaling $33.7 million and 94.2 million respectively

The interest rate caps that our unconsolidated jointly-owned investments had outstanding at December 31 2012 were

designated as cash flow hedges and are summarized as follows currency in thousands

TYPE SPREADDESCRIPTION

3-Month LIBOR 17.8% Interest rate cap $119185 4.0% 4.8% 8/2009 8/2014

1-Month LIBOR 79.0% Interest rate cap 17275 3.0% 4.0% 9/2009 4/20 14

$1

The applicable interest rate of the related loan was 2.9% at December 31 2012 therefore the interest rate cap was not being
utilized at that date

The applicable interest rate of the related loan was 4.2% at December 31 2012 therefore the interest rate cap was not being utilized at that date The fair value for this interest rate cap was less than

$0.1 million at December 31 2012

DESCRIPTION TYPE

3-Month Euro Interbank

Offering Rate Euribor Interest rate cap 69457 2.0% 12/2012 12/2014 25

3-Month Euribor Pay-fixed swap 6286 4.2% 3/2008 3/2018 1392

1-Month LIBOR Pay-fixed swap $33631 3.0% 7/20 10 7/2020 3624

1-Month LIBOR Pay-fixed swap $25714 3.9% 8/2012 8/2022 403

1-Month LIBOR Pay-fixed swap 6905 4.4% 6/2012 3/2022 122

1-Month LIBOR Pay-fixed swap 4414 3.0% 4/2010 4/2015 247

1-Month LIBOR Pay-fixed swap 3500 3.7% 12/2012 2/2019 37

$5800

OWNERSHIP INTEREST

AT DECEMBER 31 2012

NOTIONAL

AMOUNT CAP RATE

EFFECTIVE EXPIRATION FAIR VALUE AT

DATE DATE DECEMBER312012
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Foreign Currency Contracts

We are exposed to foreign currency exchange rate movements We manage foreign currency exchange rate movements by

generally placing both our debt obligation to the lender and the tenants rental obligation to us in the same currency This

reduces our overall exposure to the actual equity that we have invested and the equity portion of our cash flow However we

are subject to foreign currency exchange rate movements to the extent of the difference in the
timing

and amount of the rental

obligation and the debt service We may also face challenges with repatriating cash from our foreign investments We may
encounter instances where it is difficult to repatriate cash because of jurisdictional restrictions or because repatriating cash

may result in current or future ta.x liabilities Realized and unrealized gains and losses recognized in earnings related to foreign

currency transactions are included in Other income and expenses in the consolidated financial statements

In order to hedge certain of our foreign currency cash flow exposures we enter into foreign currency forward contracts

foreign currency forward contract is commitment to deliver certain amount of currency at certain price on specific

date in the future By entering into forward contracts we are locked into future currency exchange rate for the term of the

contract These instruments guarantee that the exchange rate will not fluctuate beyond the range of the options strike prices

The following table presents the foreign currency derivative contracts we had outstanding at December 31 2012 which were

designated as cash flow hedges currency in thousands except strike price

NOTIONAL FAIR VALUE AT

AMOUNT EXPIRATION DATE DECEMBER 31 2O12TYPE STRIKE PRICE EFFECTIVE DATE

Foreign currency forward contracts 50648 $1.27 1.30 5/2012 3/2013 6/2017 $2051

Foreign currency
forward contracts 8700 $1.34 1.35 12/2012 9/2017 3/2018 16

$2067

Amounts are based on the applicable exchange rate of the euro at December 31 2012

Stock Warrants

In connection with the Merger we acquired warrants from CPA15 which were granted by Heliweg to CPA15 in connection

with structuring the initial lease transaction for total cost of $1.6 million which was the fair value of the warrants on the date

of acquisition These warrants give us participation rights to any distributions made by Heliweg In addition we are entitled

to cash distribution that equals certain
percentage

of the liquidity event price of Hellweg should liquidity event occur

Because these warrants are readily convertible to cash and provide for net cash settlement upon conversion we account for

them as derivative instruments At December 31 2012 these warrants had fair value of $1.7 million

Other

Amounts reported in Other comprehensive income related to interest rate swaps wifi be reclassified to interest expense as

interest payments are made on our variable-rate debt Amounts reported in Other comprehensive income related to foreign

currency contracts will be reclassified to Other income and expenses when the hedged foreign currency proceeds from

foreign operations are repatriated to the U.S At December 31 2012 we estimate that an additional $1.9 million will be

reclassified as interest expense during the next 12 months related to our interest rate swaps

We measure our credit
exposure on counterparty

basis as the net positive aggregate
estimated fair value of our derivatives net

of collateral received if any No collateral was received as of December 31 2012 At December 31 2012 our total credit
exposure

and the maximum exposure to any single counterparty was less than $0.1 million inclusive of noncontrolling interest

Some of the agreements we have with our derivative counterparties contain certain credit contingent provisions that could

result in declaration of default against us regarding our derivative obligations if we either default or are capable of being

declared in default on certain of our indebtedness At December 31 2012 we had not been declared in default on any of our

derivative obligations The estimated fair value of our derivatives that were in net liability position was $25.7 million which

included accrued interest but excluded any adjustment for nonperformance risk If we had breached any of these provisions

at December 31 2012 we could have been required to settle our obligations under these agreements at their aggregate

termination value of $27.3 million

Portfolio Concentration Risk

Concentrations of credit risk arise when group of tenants is engaged in similar business activities or is subject to similar

economic risks or conditions that could cause them to default on their lease obligations to us We regularly monitor our

portfolio to assess potential concentrations of credit risk While we believe our portfolio is reasonably well diversified it does
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contain concentrations in excess of 10% based on the percentage of our annualized contractual minimum base rent for the

fourth quarter of 2012 in certain areas as shown in the table below The percentages in the table below represent our directly-

owned real estate properties and do not include our pro rata share of equity investments

DECEMBER 31 2012

Region

California 10%

Other U.S 62%

Total U.S 72%

Total Europe 28%

Total 100%

Asset Type

Office 29%

Industrial 19%

Warehouse/Distribution 15%

Retail 14%

Self storage
10%

All others 13%

Total 100%

Tenant Industry

Retail 20%

All other 80%

100%

Except for our investment in CPA 16 Global there were no significant concentrations individually or in the aggregate related

to our unconsolidated jointly-owned investments At December 31 2012 we owned approximately 18.3% of CPA16 Global

which had total assets at that date of approximately $3.4 billion consisting of portfolio comprised of two hotel properties and

full or partial ownership interests in 498 properties substantially all of which were triple-net leased to 144 tenants and has certain

concentrations within its portfolio which are outlined in its periodic filings

Ill IMPAIRMENT CHARGES

The following table summarizes impairment charges recognized on our consolidated and unconsolidated real estate

investments for all periods presented in thousands

YEARS ENDED DECEMBER 31

2012 2011 2010

Real estate 243

Operating real estate 10467

Net investments in direct financing leases 1608 1140

Total impairment charges included in expenses 10467 1365 1140

Equity investments in real estate 9910 206 1394

Total impairment charges included in continuing operations 20377 1159 2534

Impairment charges included in discontinued operations 12495 11838 14241

Total impairment charges $32872 $10679 $16775

Impairment charges on our equity investments in real estate are included in Income from equity investments in real estate and the Managed REITs within the consolidated Snancial statements

Real Estate

During the year ended December 31 2011 we recognized an impairment charge of $0.2 million on domestic property This

impairment was the result of writing down the propertys carrying value to its estimated fair value in connection with the tenant

vacating the property
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Operating Real Estate

During the
year

ended December 31 2012 we recognized an impairment charge of $10.5 million on our Livho hotel property

to write down the propertys carrying value to its estimated fair value as result of decrease in fair value and the estimated

holding period of the hotel

Direct Financing Leases

In connection with our annual review of the estimated residual values on our properties classified as net investments in direct

financing leases we determined that an other-than-temporary decline in estimated residual value had occurred at various

properties due to market conditions The changes in estimates resulted in the recognition of impairment charges totaling

$1.1 million in 2010 In the fourth quarter of 2011 we recorded an out-of-period adjustment of $1.6 million Note

Equity Investments in Real Estate

During the year ended December 31 2012 we recognized an other-than-temporary impairment charge of $9.9 million

on our Special Member Interest in CPA 16 Globals operating partnership to reduce the carrying value of our interest in

the operating partnership to its estimated fair value Note During the
year

ended December 31 2011 we recognized an

other-than-temporary impairment charge of $0.2 million on jointly-held real estate investment as result of the sale of the

property In connection with our annual review of the fair value of our equity investments we recognized an other-than-

temporary impairment charge of $1.4 mfflion during the year ended December 31 2010 to reflect the decline in the estimated

fair value of the investments underlying net assets in comparison with the carrying value of our interest in the investment

Properties Sold

During the
years

ended December 31 2012 2011 and 2010 we recognized impairment charges on properties sold totaling

$12.5 million $11.8 million and $14.2 million respectively These impairment charges which are included in discontinued

operations were the result of reducing these properties carrying values to their estimated fair values Note 17 in connection

with and prior to anticipated sales

12 DEBT

Senior Credit Facility

In February 2012 we amended and restated our existing credit agreement the Amended and Restated Credit Agreement

to increase the maximum aggregate principal amount from $450.0 million to $625.0 million which is comprised of

$450.0 million unsecured revolving credit facility the Revolver and $175.0 million term loan facility the Term Loan

Facility and together with the Revolver the Senior Credit Facility The Term Loan Facility was available in single draw

for use solely to finance the cash portion of the Merger Consideration and transaction costs and expenses We drew down the

full amount of the Term Loan Facility on September 28 2012 in connection with the closing of the Merger The Senior Credit

Facility matures in December 2014 but may be extended by one year at our option subject to the conditions provided in the

Amended and Restated Credit Agreement At our election the principal amount available under the Senior Credit Facility may
be increased by up to an additional $125.0 million subject to the conditions provided in the Amended and Restated Credit

Agreement The Senior Credit Facility also permits up to $150.0 million to be borrowed in certain currencies other than the

U.S dollar ii swing line loans of up to $35.0 million and iiithe issuance of letters of credit in an aggregate amount not to

exceed $50.0 million

The Senior Credit Facility provides for an annual interest rate at our election of either the Eurocurrency Rate or ii the

Base Rate in each case plus the Applicable Rate each as defined in the Amended and Restated Credit Agreement Prior to

us obtaining an Investment Grade Debt Rating as defined in the Amended and Restated Credit Agreement the Applicable

Rate on Eurocurrency Rate loans and letters of credit
ranges

from 1.75% to 2.50% based on LIBOR and the Applicable

Rate on Base Rate loans ranges from 0.75% to 1.50% based on the prime rate defined in the Amended and Restated Credit

Agreement as rate of interest set by the Bank of America based upon various factors including Bank of Americas costs and

desired returns After an Investment Grade Debt Rating has been obtained the Applicable Rate on Eurocurrency Rate loans

and letters of credit ranges from 1.10% to 2.00% based on LIBOR and the Applicable Rate on Base Rate loans
ranges

from

0.10% to 1.00% based on the prime rate Swing line loans will bear interest at the Base Rate plus the Applicable Rate then

in effect In addition prior to obtaining an Investment Grade Debt Rating we pay quarterly fee ranging from 0.3% to 0.4%

of the unused portion of the line of credit depending on our leverage ratio After an Investment Grade Debt Rating has been

obtained we will pay facility fee ranging
from 0.2% to 0.4% of the total commitment In connection with the amendments of

the credit agreement we incurred costs of $7.0 mfflion which are being amortized over the remaining term of the facility

Availability under the Senior Credit Facility is dependent upon number of factors including the Unencumbered Property NOI

the Unencumbered Management EBITDA and the Total Unsecured Outstanding Indebtedness each as defined in the Amended

and Restated Credit Agreement At December 31 2012 availability under the Senior Credit Facility was $625.0 mfflion of
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which we had drawn $253.0 million including $175.0 million under the Term Loan which we used to pay for the cash
portion

of the Merger Consideration Note At December 31 2012 we paid interest on the Senior Credit Facility at an annual interest

rate consisting of LIBOR plus 2.00% In addition as of December 31 2012 our lenders had issued letters of credit totaling $5.4

million on our behalf in connection with certain contractual obligations which reduce amounts that may be drawn under the

Revolver The Revolver is currently expected to be utilized primarily for potential new investments repayment of existing debt

and general corporate purposes as well as for repurchases of our common stock from the Estate Shareholders Note

We are required to ensure that the total Restricted Payments as defined in the Amended and Restated Credit Agreement

made in the current quarter when added to the total for the three preceding fiscal quarters does not exceed the greater of

95% of Adjusted Funds from Operations as defined in the Amended and Restated Credit Agreement and ii the amount

of Restricted Payments required in order for us to maintain our REIT status Restricted Payments include quarterly dividends

and the total amount of shares repurchased by us if any in excess of $50.0 million per year In addition to placing limitations

on dividend distributions and share repurchases the Amended and Restated Credit Agreement stipulates certain financial

covenants We were in compliance with all of these covenants at December 31 2012

Non-Recourse Debt

Non-recourse debt consists of mortgage notes payable which are collateralized by the assignment of real property and direct

financing leases with an aggregate carrying value of approximately $2.0 billion at December 31 2012 Our mortgage notes

payable had fixed annual interest rates ranging from 2.7% to 10.0% and variable effective annual interest rates ranging from

1.2% to 7.6% with maturity dates ranging from 2013 to 2026 at December 31 2012

2012 In connection with the Merger Note we assumed property level debt comprised of variable-rate and 58 fixed-

rate non-recourse mortgage loans with fair values totaling $295.2 million and $1.1 billion respectively on the acquisition date

and recorded an aggregate net fair market value adjustment of $14.8 million at that date The fair market value adjustment

will be amortized to interest expense over the remaining lives of the related loans using the effective interest rate method

These fixed-rate and variable-rate mortgages had weighted-average annual interest rates of 5.08% and 5.03% respectively The

weighted-average annual interest rate for the variable-rate mortgages was calculated using
the applicable interest rates on the

date of the Merger

During the
year

ended December 31 2012 we refinanced four maturing non-recourse mortgages totaling $21.2 million with

new financing totaling $23.8 million These mortgage loans have weighted-average annual interest rate and term of 4.2% and

11.5 years respectively

2011 In connection with our acquisition of three properties
from CPA14 in May 2011 as part of the CPA14 Asset Sales

Note we assumed two non-recourse mortgage loans with an aggregate fair value of $87.6 million and carrying value of

$88.7 million on the date of acquisition and recorded net fair market value adjustment of $1.1 million The fair market value

adjustment will be amortized to interest expense over the remaining lives of the loans These mortgage loans have weighted-

average
annual fixed interest rate and remaining term of 5.8% and 8.3 years respectively

During the
year

ended December 312011 we refinanced two maturing non-recourse mortgage loans totaling $10.5 million with

new financing totaling $11.9 mfflion and obtained new financing on two unencumbered properties totalling $29.0 million These

mortgage loans have weighted-average annual interest rate and term of 5.1% and 10.4 years respectively Additionally during

the
year

ended December 31 2011 the Carey Storage borrowed total of $4.6 mfflion inclusive of amounts attributable to the

third-partys interest of $2.8 million with weighted-average annual interest rate and term of 6.7% and 8.2 years respectively

2010 In connection with an acquisition in February 2010 we obtained non-recourse mortgage financing of $35.0 million at

an annual interest rate of LIBOR plus 2.5% that has been fixed at 5.5% through the use of an interest rate swap This financing

has term of 10 years

In connection with their acquisitions in 2010 the Carey Storage and an entity 100% owned by Carey Storage obtained new

non-recourse mortgage financing and assumed existing mortgage loans from the sellers totaling $17.1 million inclusive of

amounts attributable to the Investors interest of $8.2 million The mortgage loans have weighted-average annual fixed interest

rate and term of 6.3% and 8.5 years respectively

92 Carey Inc



Scheduled Debt Principal Payments

Scheduled debt principal payments for each of the next five calendar
years following December 31 2012 and thereafter are as

follows in thousands

YEARS ENDING DECEMBER 31 TOTAL

2013 174648

2014b 631345

2015 240681

2016 87223

2017 125999

Thereafter through 2037 725257

1985153

Unamortized discount 16756

Total $1968397

Certain amounts are based on the applicable foreign currency exchange rate at December 31 2012

Includes $78.0 million outstanding under our Revolver and $175.0 million outstanding
under our Term Loan

Facility at December 31 2012 each of which is scheduled to mature in 2014 unless extended

pursuant to its terms

13 COMMITMENTS AND CONTINGENCIES

At December 31 2012 we were not involved in any material litigation

For description of an agreement that we entered into regarding repurchases of our common stock from the Estate

Shareholders see Note

Various claims and lawsuits arising in the normal course of business are pending against us The results of these proceedings

are not expected to have material adverse effect on our consolidated financial position or results of operations

141 EQUITY

Distributions

Distributions paid to stockholders consist of ordinary income capital gains return of capital or combination thereof for

income tax purposes The following table
presents

distributions
per share declared and paid in October 2012 reported for

federal tax purposes and serves as designation of capital gain distributions if applicable pursuant to Internal Revenue Code

Section 857b3C and Treasury Regulation 1.857-6e

DISTRIBUTIONS PAID

ON OCTOBER 16 2012

Ordinary income $0.6228

Return of capital 0.0272

Total distributions $0.6500

We declared quarterly distribution of $0.6600 per
share in December 2012 which was paid in January 2013 to stockholders

of record at December 31 2012 and quarterly distribution of $0.5630 per share in December 2011 which was paid in

January 2012 to stockholders of record at December 31 2011

Redeemable Noncontrolling Interest

On June 30 2003 WPCI granted an incentive award to two officers of WPCI consisting of 1500000 restricted units

representing an approximate 13% interest in WPCI and 1500000 options
for WPCI units with combined fair value of

$2.5 million at that date Both the options and restricted units vested ratably over five years with full vesting occurring

December 31 2007 During 2008 the officers exercised all of their 1500000 options to purchase 1500000 units of WPCI at

$1.00 per unit Upon the exercise of the WPCI options the officers had total interest of approximately 23% in WPCI The

terms of the vested restricted units and units received in connection with the exercise of options of WPCI by noncontrolling

interest holders provided that the units could be redeemed commencing December 31 2012 and thereafter solely in exchange

for our shares and that any redemption would be subject to third-party valuation of WPCI
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Net transfers to noncontrolling interest

Change from net income attributable to Carey and

transfers to noncontrolling interest

In December 2009 one of those officers resigned from Carey WPCI and all affiliated entities pursuant to mutually

agreed separation In October 2012 the remaining officers employment with Carey WPCI and all affiliated entities

was terminated At December 31 2012 this former employee has total interest of approximately 7.7% in each of WPCI

and the related entities We account for the noncontrolling interest in WPCI held by this former employee as redeemable

noncontrolling interest as we have an obligation to repurchase the interest from that individual at his election and subject to

certain conditions The individuals interest is reflected at estimated redemption value for all periods presented

The following table presents reconciliation of redeemable noncontrolling interest in thousands

YEARS ENDED DECEMBER 31

2012 2011 2010

Beginning balance 7700 7546 7692

Redemption value adjustment 840 455 471

Net income 40 1923 1293

Distributions 1055 1309 956

Change in other comprehensive loss income
_______

12

Ending balance 7531 7700 $7546

Transfers to Noncontrolling Interest

The following table presents reconciliation of the effect of transfers in noncontrolling interest in thousands

YEARS ENDED DECEMBER 31

2012 2011 2010

Net income attributable to Carey $62132 $139079 $73972

Transfers to noncon trolling interest

Decrease in Careys additional paid-in capital for

purchase of 50 Rock 154

Decrease in Careys additional paid-in capital for

purchase of CheckFree Holdings Inc 5879

154 5879

$61978 $133200 $73972

Accumulated Other Comprehensive Loss

The following table presents the components of accumulated other comprehensive loss reflected in equity net of tax Amounts

include our proportionate share of other comprehensive income or loss from our unconsolidated investments in thousands

DECEMBER 31

2012 2011

Unrealized gain on marketable securities 31 37

Unrealized loss on derivative instruments 6029 5246

Foreign currency translation adjustment 1349 3298

Accumulated other comprehensive loss 4649 $8507

Earnings Per Share

To determine earnings per share all unvested share-based payment awards that contain non-forfeitable rights to distributions

are considered to be participating securities and therefore are included in the computation of earnings per
share under the

two-class method The two-class method is an earnings allocation formula that determines earnings per
share for each class

of common shares and participating security according to dividends declared or accumulated and participation rights in

undistributed earnings Our unvested RSUs contain rights to receive non-forfeitable distribution equivalents and therefore we
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apply the two-class method of computing earnings per share The calculation of earnings per
share below excludes the income

attributable to the unvested RSUs from the numerator The following table summarizes basic and diluted earnings per share for

the periods indicated in thousands except share amounts

YEARS ENDED DECEMBER 31

2012 2011 2010

Net income attributable to Carey $62132 $139079 $73972

Allocation of earnings to participating unvested RSUs

Net income basic

Income effect of dilutive securities net of taxes

Net income diluted

15 STOCK-BASED AND OTHER COMPENSATION

535 2130 440

61597 136949 73532

23 1076 724

$61620 $138025 $74256

47389460 39819475 39514746

493148

40007894

Weighted average shares outstanding basic

Effect of dilutive securities 689014 278620

Weighted average shares outstanding diluted 48078474 40098095

Securities included in our diluted earnings per
share determination consist of stock options and restricted stock awards

Securities totaling 207258 shares and 247750 shares for the
years

ended December 31 2011 and 2010 respectively were

excluded from the earnings per
share computations above as their effect would have been anti-dilutive For information on

long-term incentive plan awards issued to key employees subsequent to December 31 2012 that could have dilutive impact

on our earnings per share calculation please see Note 20

Sale of Common Shares

On October 19 2012 we entered into an agreement to sell 937500 shares of our common stock to an institutional investor

which were issued pursuant to our existing shelf registration statement The shares were issued in privately negotiated

transaction at purchase price of $48.00 per share The proceeds to us from the sale of these shares were $45.0 million We

delivered the shares to the institutional investor on October 19 2012

Stock-Based Compensation

At December 31 2012 we maintained several stock-based compensation plans as described below The total compensation

expense net of forfeitures for awards issued under these plans was $26.2 million $17.8 million and $7.4 million for the
years

ended December 31 2012 2011 and 2010 respectively all of which are included in General and administrative expenses

in the consolidated financial instruments As compared to the prior year stock-based compensation expense for the
year

ended December 31 2012 increased by $8.1 million due to awards issued during 2012 with higher fair values as result of

the increase in our stock price between the two years In addition 2012 included an additiotial $2.8 million of compensation

expense as result of our revision of the expected vesting of PSUs granted during 2009 and 2010 and reduction related to

our revision in our expected forfeitures of $2.5 million The tax benefit recognized by us related to these awards totaled

$16.2 million $7.8 million and $3.3 million for the
years

ended December 31 2012 2011 and 2010 respectively

In connection with the Merger in September 2012 we adopted and assumed all of the stock-based compensation plans of our

predecessor and all of its obligations thereunder There has been no significant activity or changes to the terms and conditions

of any of our stock-based compensation plans or arrangements during 2012 other than as described below

2009 Incentive Plan and 1997 Incentive Plans

We maintain the 1997 Share Incentive Plan as amended the 1997 Incentive Plan which authorized the issuance of up to

6200000 shares of our common stock In June 2009 our shareholders approved the 2009 Share Incentive Plan the 2009

Incentive Plan to replace the 1997 Incentive Plan except with respect to outstanding contractual obligations under the 1997

Incentive Plan so that no further awards can be made under that plan The 2009 Incentive Plan authorizes the issuance of up to

3600000 shares of our common stock of which 1959996 remain available for issuance of RSUs and PSUs at December 31 2012

The 1997 Incentive Plan provided
for the

grant
of share options which may or may not qualify as incentive stock options

under

the Code ii performance shares or PSUs iii dividend equivalent rights and iv restricted shares or RSUs The 2009 Incentive

Plan provides for the grant of share options ii restricted shares or RSUs ill performance shares or PSUs and iv dividend

equivalent rights
The

vesting
of

grants
under both plans is accelerated upon change in our control and under certain

other conditions
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In December 2007 the Compensation Committee approved the long-term incentive plan LTIP and terminated further

contributions to the Partnership Equity Unit Plan described below The following table presents LTIP awards granted in the

past three years

2009 INCENTIVE PLAN

RSUS AWARDED PSUS AWARDEDFISCAL YEAR

2010 140050 159250

2011a 524550 291600

2012 259400 314400

Includes 340000 RSUs and 100000 PSUs issued in connection with
entering into employment agreements

with certain employees and excludes 20000 PSUs for which the terms and conditions were not

determined at the time of grant

Includes 78000 RSUs and 142000 PSUs issued in connection with entering into employment agreements
with certain employees and excludes 20000 PSUs for which the terms and conditions were not

determined at the time of
grant

Also includes 10000 PSUs awarded related to 2011 awards for which the previously undetermined terms and conditions of the grant were finalized in 2012

As result of issuing the LTIP awards we currently expect to recognize compensation expense totaling approximately $33.6

million over the vesting period We have previously recognized compensation expense of $24.8 million $15.7 million and $5.7

million during 2012 2011 and 2010 respectively related to these awards

2009 Non-Employee Directors Incentive Plan and 1997 Non-Employee Directors Plan

We maintain the 1997 Non-Employee Directors Plan the 1997 Directors Plan which authorized the issuance of up to

300000 shares of our Common Stock In June 2007 the 1997 Directors Plan which had been due to expire in October 2007

was extended through October 2017 In June 2009 our shareholders approved the 2009 Non-Employee Directors Incentive

Plan the 2009 Directors Plan to replace the 1997 Directors Plan except
with

respect to outstanding contractual obligations

under the predecessor plan so that no further awards can be made under that plan The 1997 Directors Plan provided for

the
grant

of share options which may or may not qualify as incentive stock options ii performance shares iiidividend

equivalent rights and iv restricted shares The 2009 Directors Plan authorizes the issuance of 325000 shares of our common
stock in the

aggregate
and initially provided for the automatic annual

grant
of RSUs with total value of $50000 to each

director In January 2011 the Compensation Committee approved an increase in the value of the annual grant to $70000 per

director effective as of July 2011 In the discretion of our board of directors the awards may also be in the form of share

options or restricted shares or any combination of the permitted awards At December 31 2012 there were 245075 shares

which remained available for issuance of RSUs under this plan

Employee Share Purchase Plan

We sponsor an ESPP pursuant to which eligible employees may contribute up to 10% of compensation subject to certain

limits to purchase our common stock Employees can purchase stock semi-annually at price equal to 85% of the fair market

value at certain plan defined dates Compensation expense under this plan for the
years

ended December 31 2012 2011 and

2010 was $0.6 million $0.6 million and $0.2 million respectively

Partnership Equity Unit Plan

During 2003 we adopted non-qualified deferred compensation plan the Partnership Equity Plan or PEP under which

portion of any participating officers cash compensation in excess of designated amounts was deferred and the officer was

awarded Partnership Equity Plan Units PEP Units The value of each PEP Unit was intended to correspond to the value

of share of the CPA REIT designated at the time of such award During 2005 further contributions to the initial PEP

were terminated and it was succeeded by second PEP As amended payment under these plans will occur at the earlier of

December 16 2013 in the case of the initial PEP or twelve
years

from the date of award The award is fully vested upon

grant Each of the PEPs is deferred compensation plan and is therefore considered to be outside the
scope

of current

accounting guidance for stock-based compensation and subject to liability award accounting The value of each PEP Unit will

be adjusted to reflect the underlying appraised value of the designated CPA REIT Additionally each PEP Unit will be entitled

to distributions equal to the distribution rate of the CPA REIT All issuances of PEP Units changes in the fair value of PEP

Units and distributions paid are included in our compensation expense As result of the Merger the remaining holders of the

PEP Units issued under the initial PEP will be paid in cash on December 16 2013 in amounts equal to the per share Merger

consideration received by CPA15 stockholders

The plans are carried at fair value each quarter and are subject to changes in the fair value of the PEP units Further contributions

to the second PEP were terminated at December 31 2007 however this termination did not affect any awardees rights pursuant

to awards granted under this plan In December 2008 participants in the PEPs were required to make an election to either

remain in the PEPs ii receive cash for their PEP Units available to former employees only or iiiconvert their PEP

Units to fully vested RSUs available to current employees only to be issued under the 1997 Incentive Plan on June 15 2009
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Outstanding at end of year

Vested and expected to vest at end of year

Exercisable at end of
year

2011

Outstanding at beginning of year 1699701 $28.57

Exercised 449660 27.71

Forfeited Expired 42000 32.85

Outstanding at end of year 1208041 $28.73

Exercisable at end of year 959779 $28.36

794210 $30.32 3.19 $17335637

746689 $30.26 3.18 $16346539

623218 $30.22 2.99 $13669784

YEARS ENDED DECEMBER 31

_______________________________ ___________
2010

WEIGHTED WEIGHTED
AVERAGE AVERAGE

WEIGHTED REMAINING WEIGHTED REMAINING
AVERAGE CONTRACTUAL AVERAGE CONTRACTUAL

SHARES EXERCISE PRICE TERM IN YEARS SHARES EXERCISE PRICE TERM IN YEARS

2255604 $27.55

399507 22.26

156396 30.24

3.29 1699701 $28.57 4.26

1231683 $27.86

Options granted under the 1997 Incentive Plan generally have
10-year term and generally vest in four equal annual

installments Options granted under the 1997 Directors Plan have
10-year term and vest generally over three

years
from

the date of grant We have not issued option awards since 2008 The total intrinsic value of options exercised during the
years

ended December 31 2012 2011 and 2010 was $9.3 million $4.6 million and $2.8 million respectively

At December 31 2012 all of our options were fully vested however certain options had exercise limitations

We have the ability and intent to issue shares upon stock option exercises Historically we have issued authorized but unissued

common stock to satisfy such exercises Cash received from stock option exercises and purchases under the ESPP during the

years ended December 31 2012 2011 and 2010 was $6.8 million$1.2 million and $3.7 million respectively

Substantially all of the PEP
participants elected to receive cash or convert their existing PEP Units to RSUs In January2009

we paid $2.0 million in cash to former employee participants who elected to receive cash for their PEP Units As result of

the election to convert PEP Units to RSUs we derecognized $9.3 million of our existing PEP liability and recorded deferred

compensation obligation within Carey members equity in the same amount during the second quarter of 2009 The PEP

participants that elected RSUs received total of 356416 RSUs which was equal to the total value of their PEP Units divided by

the closing price of our common stock on June 15 2009 The PEP participants electing to receive RSUs were required to defer

receipt of the underlying shares of our common stock for minimum of two years While employed by us these participants

are entitled to receive dividend equivalents equal to the amount of dividends paid on the underlying common stock during the

deferral period At December 31 2012 we are obligated to issue 53743 shares of our common stock underlying these RSUs
which is recorded within Carey members equity as Deferred compensation obligation of $1.4 million The remaining
PEP liability pertaining to participants who elected to remain in the plans was $0.7 million at December 31 2012

Stock Options

Option activity and changes for all periods presented were as follows

YEAR ENDED DECEMBER 31 2012

WEIGHTED
AVERAGE

WEIGHTED REMAINING
AVERAGE CONTRACTUAL AGGREGATE

SHARES EXERCISE PRICE TERM IN YEARS INTRINSIC VALUE

Outstanding at beginning of
year 1208041 $28.73

Exercised 410331 25.94

Forfeited Expired 3500 24.93
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Restricted and Conditional Awards

Nonvested restricted stock RSUs and PSUs at December 31 2012 and changes during the
years

ended December 31 2012 and

2011 were as follows

RESTRICTED STOCK AND RSU AWARDS PSI AWARDS

WEIGHTED AVERAGE WEIGHTED AVERAGE

GRANT DATE GRANT DATE

SHARES FAIR VALUE SHARES FAIR VALUE

Nonvested at January 2010 381878 $28.87 170375 $32.33

Granted 156682 28.34 159250 36.16

Vesteda 175225 28.58

Forfeited 99515 29.75 65725 36.26

Adjustment _____________________________
19906 28.49

Nonvested at December 31 2010 263820 28.42 243994 36.18

Granted 541890 34.65 291600 46.66

Vested 162437 30.48 48925 39.78

Forfeited 18480 29.32 14055 42.14

200814 22.65
Adjustment

Nonvested at December 31 2011

Granted

Vested

Forfeited

Adjustment

Nonvested at December 31 2012

624793 33.26 673428 36.30

274420 41.41 314400 42.28

268683 32.56 235189 23.66

36336 36.33 49494 33.96

296368 26.01

594194 $37.15 999513 $34.55

The total fair value of shares vested during the years
ended December 31 2012 2011 and 2010 was $14.3 million $6.9 million and $5.0 million respectively

Vesting
and

payment
of the PSUs is conditional on certain company and market performance goals being met during the relevant three-year performance period The ultimate number of PSUs to be vested

will depend on the extent to which the performance goals are met and can range
from zero to three times the original

awards Pursuant to review of our current and
expected performance versus the

performance goals we revised our estimate of the ultimate number of certain of the PSUs lobe vested As result we recorded adjustments in 2012 2011 and 2010 to reflect the number of shares expected

to be issued when the PSUs vest

At the end of each reporting period we evaluate the ultimate number of PSUs we expect to vest based upon the extent to which

we have met and expect to meet the performance goals and where appropriate revise our estimate and associated expense

We do not adjust the associated expense for revision on PSUs expected to vest based on market performance Upon vesting

the RSUs and PSUs may be converted into shares of our common stock Both the RSUs and PSUs carry dividend equivalent

rights Dividend equivalent rights on RSUs are paid in cash on quarterly basis whereas dividend equivalent rights on PSUs

accrue during the performance period and may be converted into additional shares of common stock at the conclusion of

the performance period to the extent the PSUs vest Dividend equivalent rights are accounted for as reduction to retained

earnings to the extent that the awards are expected to vest For awards that are not expected to vest or do not ultimately vest

dividend equivalent rights are accounted for as additional compensation expense

Other Compensation

Profit-Sharing Plan

We sponsor qualified profit-sharing plan and trust that generally permits
all employees as defined by the plan to make

pre-tax
contributions into the plan We are under no obligation to contribute to the plan and the amount of any contribution

is determined by and at the discretion of our board of directors Our board of directors can authorize contributions to

maximum of 15% of an eligible participants compensation limited to less than $0.1 million annually per participant For

the years ended December 31 2012 2011 and 2010 amounts expensed for contributions to the trust were $4.4 million

$3.8 million and $3.3 million respectively which were included in General and administrative expenses in the accompanying

consolidated financial statements The profit-sharing plan is deferred compensation plan and is therefore considered to be

outside the scope of current accounting guidance for stock-based compensation
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Other

We have employment contracts with certain senior executives These contracts provide for severance payments in the event

of termination under certain conditions including change of control During 2012 2011 and 2010 we recognized severance

costs totaling approximately $1.1 million $0.4 million and $1.1 millionrespectively related to several former employees who

did not have employment contracts Such costs are included in General and administrative
expenses

in the accompanying
consolidated financial statements

16 INCOME TAXES

The components of our provision for income taxes for the periods presented are as follows in thousands

YEARS ENDED DECEMBER 31

2011

Current

Deferred

State Local and Foreign

Current

Deferred

Total provision

18142 $17820

6783 $37214

$17729

$25814

Deferred income taxes at December 31 2012 and 2011 consist of the following in thousands

Deferred Tax Assets

AT DECEMBER 31

2012 2011

Unearned and deferred compensation

Other

Deferred Tax Liabilities

Receivables from affiliates

Investments

Other

Net deferred tax liability

17272 12598

10832 3465

28104 16063

13251 14378

31598 45812

583

45432 60190

17328 $44127

reconciliation of the provision for income taxes with the amount computed by applying the
statutory federal income tax rate

to income before provision for income taxes for the periods presented is as follows in thousands

YEARS ENDED DECEMBER 31

Pre-tax loss income from taxable subsidiaries

Federal provision at statutory tax rate 35%
State and local taxes net of federal benefit

Amortization of intangible assets

Other

Tax provision taxable subsidiaries

Other state local and foreign taxes

Total provision

$78561

35.0% 27496

616 149.5% 7409

465 112.9%

261.2%1069

Federal

2012 2010

21167 6867 2409

3025 24687 15320

15441 10559 12250

5633 1968 1756

9808 12527 10494

2012 2011

412

144

2010

$49253

35.0% 17238 35.0%

9.4% 4303 8.7%

486 0.6% 854 1.7%

272 0.4% 264 0.6%

2006 488.6% 35663 45.4% 22659 46.0%

4777 1551 3155

$6783 $37214 $25814
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Included in Income taxes net in the consolidated balance sheets at December 31 2012 and 2011 are accrued income taxes

totaling $4.0 million and prepaid income taxes totaling $4.6 million respectively deferred income taxes totaling $17.3 million

and $44.1 million respectively and uncertain tax positions totaling $0.3 million and $0 respectively The uncertain tax

positions which we account for in accordance with ASC 740 Income Taxes were acquired in the Merger

At January 2010 we had unrecognized tax benefits of $0.6 million net of federal benefits which if recognized would have

affected our effective tax rate During 2010 we reversed the unrecognized tax benefits including all related interest totaling

$0.1 million as they were no longer required

Real Estate Ownership Operations

As discussed in Note Carey Co LLC our predecessor
converted to REIT through the REIT Reorganization

Effective February 15 2012 Carey Inc elected to be taxed as REIT under Sections 856 through 860 of the Internal

Revenue Code for the year ended December 31 2012 As REIT we are not subject to federal income taxes on our income and

gains that we distribute to our stockholders as long as we satisfy certain requirements principally relating to the nature of our

income and the level of our distributions as well as other factors We believe that we have operated and we intend to continue

to operate in manner that allows us to continue to qualify as REIT As REIT we expect to derive most of our REIT

income from our real estate operations under our Real Estate Ownership segment

Investment Management Operations

We conduct our investment management services in our Investment Management segment through TRSs TRS is

subsidiary of REIT that is subject to corporate federal state local and foreign taxes as applicable Our use of TRSs enables us

to engage in certain businesses while complying with the REIT qualification requirements and also allows us to retain income

generated by these businesses for reinvestment without the requirement to distribute those earnings We conduct business in

the U.S Asia and the European Union and as result we or one or more of our subsidiaries file income tax returns in the

U.S federal jurisdiction and various state and certain foreign jurisdictions Certain of our inter-company transactions that

have been eliminated in consolidation for financial accounting purposes are also subject to taxation Periodically shares in the

Managed REITs that are payable to our TRSs in consideration of services rendered are distributed from TRSs to us

Our tax returns are subject to audit by taxing authorities Such audits can often take years to complete and settle The tax years

2009 through 2012 remain open to examination by the major taxing jurisdictions to which we are subject

Our subsidiary Carey REIT II owns our real estate assets and elected to be taxed as real estate investment trust under Sections

856 through 860 of the Internal Revenue Code until September 28 2012 the date of the Merger when it became qualified real

estate investment trust subsidiary QRS In connection with the CPA14/16 Merger in May 2011 we formed Carey REIT III to

hold the Special Member Interest in the newly formed operating partnership of CPA16 Global Note Carey REIT III also

elected to be taxed as real estate investment trust under the Internal Revenue Code until September 28 2012 when it merged

into another of our subsidiaries Under the REIT operating structure Carey REIT II and Carey REIT III were permitted to deduct

distributions paid to our shareholders and generally would not be required to pay U.S federal income taxes Accordingly no

provision was made for U.S federal income taxes in the consolidated financial statements related to either Carey REIT II or Carey

REIT III through September 28 2012 Carey REIT II became QRS effective September 28 2012 QRSs are disregarded for US

federal tax purposes
and therefore not subject to US federal income tax QRS is stifi subject to state local and foreign taxes

where applicable

As of December 31 2012 we had net operating losses NOLs in foreign jurisdictions
of approximately $46.1 million

translating to deferred tax asset before valuation allowance of $11.9 million Our NOLs began expiring in 2011 in certain

foreign jurisdictions
The utilization of NOLs may be subject to certain limitations under the tax laws of the relevant

jurisdiction Management determined that .as of December 31 2012 $11.9 million of deferred tax assets related to losses in

foreign jurisdictions did not satisfy the recognition criteria set forth in accounting guidance for income taxes and established

valuation allowance for this amount
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17 DISCONTINUED OPERATIONS

From time to time we decide to sell property We may make decision to dispose of property when it is vacant as result

of tenants vacating space tenants electing not to renew their leases tenant insolvency or lease rejection in the bankruptcy

process In such cases we assess whether we can obtain the highest value from the
property by selling it as opposed to

re-leasing it When it is appropriate to do so upon the evaluation of the disposition of long-lived assets we classify the

property as an asset held for sale on our consolidated balance sheet and the current and prior period results of operations of

the
property are reclassified as discontinued operations

The results of operations for properties that are held for sale or have been sold and with which we have no continuing

involvement are reflected in the consolidated financial statements as discontinued operations and are summarized as follows

in thousands net of tax

YEARS ENDED DECEMBER 31

2012 2011 2010

Revenues 5438 10897 14923

Expenses 4516 9531 10026

Gain on deconsolidation of subsidiary 1008

Loss gain on sale of real estate 5019 3391 460

Impairment charges 12495 11838 14241

Loss from discontinued operations $16592 $12855 8884

2012 During the
year

ended December 31 2012 we sold 13 domestic properties for $44.8 millionnet of selling costs and

recognized an aggregate net loss on these sales of $1.4 million excluding impairment charges of $12.5 million recognized in

the current
year

and $11.8 million and $0.5 million previously recognized during 2011 and 2010 respectively

We also sold
property

in December 2012 that we acquired in the Merger Note which was leased to BE Aerospace We
sold the property for $25.3 million net of selling costs and recognized net loss on this sale of $0.5 million

In December 2012 we entered into contract to sell domestic
property

that we acquired in the Merger for $1.4 million We
completed the sale of this property in January 2013 At December 31 2012 this property was classified within Assets held for

sale in the consolidated balance sheet

In connection with the sale of the properties we acquired in the Merger we wrote off goodwill of $3.2 million related to these

properties Note

2011 During the
year

ended December 31 2011 we sold seven domestic properties for $12.5 million net of selling costs

and
recognized net loss on these sales of $3.4 mfflion excluding previously recognized impairment charges of less than

$0.1 million and $2.7 million during the
years ended December 31 2011 and 2010 respectively

In September 2011 one of our subsidiaries consented to court order appointing receiver when the subsidiary stopped making

payments on the non-recourse debt obligation on property after the tenant Career Education Institute vacated the property

As we no longer had control over the activities that most significantly impact the economic performance of this subsidiary

following possession of the
property by the receiver we deconsolidated the subsidiary during the third quarter of 2011 As of the

date of deconsolidation the
property

had
carrying value of $5.3 million reflecting the impact of impairment charges totaling

$5.6 mfflion recognized during the fourth
quarter of 2010 and the related non-recourse mortgage loan had an outstanding

balance of $6.3 mfflion In connection with the deconsolidation we recognized gain of $1.0 million during the third quarter

of 2011 We believe that our retained interest in this deconsolidated entity had no value at the date of deconsolidation

2010 We sold seven properties for total of $14.6 million net of selling costs and recognized net gain on these sales

totaling $0.5 million excluding impairment charges totaling $5.9 million that were previously recognized in 2010
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18 SEGMENT REPORTING

We evaluate our results from operations by our two major business segments Real Estate Ownership and Investment

Management Note Effective April 2012 we include cash distributions and deferred revenue received and earned

from the operating partnerships of CPAa 16 Global CPAa 17 Global and CWI in our Real Estate Ownership segment

Effective January 2011 we include our equity investments in the Managed REITs in our Real Estate Ownership segment

The equity income or loss from the Managed REITs that is now included in our Real Estate Ownership segment represents

our proportionate share of the revenue less expenses of the net-leased properties held by the Managed REITS This treatment

is consistent with that of our directly-owned properties Results of operations for the prior years
have been reclassified to

conform to the current year presentation
The following table presents summary of comparative results of these business

segments in thousands

YEARS ENDED DECEMBER 31

2012 2011 2010

Real Estate Ownership

Revenues 150815 85137 68755

Operating expensesb 118152 44901 35346

Interest expense
50573 21770 15636

Other netc 83409 82912 30131

Provision for income taxes 4012 2243 2154

Income from continuing operations attributable to Carey 61487 99135 45750

Investment Management

Revenues 223180 242647 191890

Operating expenses 207050 157572 133683

Other net 3878 2695 2559

Provision for income taxes 2771 34971 23660

Income from continuing operations attributable to Carey 17237 $52799 $37106

Total Company

Revenues 373995 327784 260645

Operating expensesd 325202 202473 169029

Interest expense
50573 21770 15636

Other net 87287 85607 32690

Provision for income taxes 6783 37214 25814

Income from continuing operations attributable to Carey 78724 151934 82856

TOTAL LONG-LIVED ASSETS AT10 TOTAL ASSETS AT

DECEMBER 31 2012 DECEMBER 31 2011 DECEMBER 31 2012 DECEMBER 31 2011

Real Estate Ownership $4236993 $1273521 $4484821 $1334066

Investment Management 69258 70369 124221 128557

Total Company $4306251 $1343890 $4609042 $1462623

Included within the Real Estate Ownership segment is our total investment in shares of CPAM6 Global which represented approximately 6.8% of our total assets at December 31 2012 Note

Includes expenses incurred of $31.7 million related to the Merger for the year ended December 31 2012

Includes Other interest income Income from equity investments in real estate and the Managed REITs Gain on change in control of interests Other income and expenses and Net income attributable to

noncontrolling
interests

Included in revenues and operating expenses are reimbursable costs from affiliates totaling $98.2 million $64.8 million and $60.Omillion for the years
ended December 31 2012 2011 and 2010 respectively

Indudes Other interest income Other income and expenses Net loss attributable to noncontrolling interests and Net loss income attributable to redeemable noncontrolling interest

Long-lived assets include Net investments in real estate Goodwill and Intangible assets net
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At December 31 2012 our international investments within our Real Estate Ownership segment were comprised of investments

in France Poland Germany Spain Belgium Finland Netherlands and the United Kingdom The following tables present

information about these investments in thousands

YEAR ENDED DECEMBER 31 2012 DOMESTIC FOREIGNt TOTAL

Revenues 120702 30113 150815

Operating expenses 115632 2520 118152

Interest expense 39042 11531 50573

Other netb 76803 6606 83409

Provision for income taxes 2697 1315 4012
Income from continuing operations attributable to Carey 40134 21353 61487

Total assets $3527918 $956903 $4484821

Total long-lived assetsd $3361197 $875796 $4236993

YEAR ENDED DECEMBER 31 2011 DOMESTIC FOREIGN11 TOTAL

Revenues 75408 9729 85137

Operating expenses 40042 4859 44901

Interest expense 20075 1695 21770

Other net 76736 6176 82912

Provision for income taxes 2135 108 2243
Income from continuing operations attributable to Carey 89892 9243 99135

Total assets $1258544 75522 $1334066

Total long-lived assetsd $1203474 70047 $1273521

YEAR ENDED DECEMBER 31 2010 DOMESTIC FOREIGN11 TOTAL

Revenues 61049 7706 68755

Operating expenses 31604 3742 35346

Interest expense 13894 1742 15636

Other net 26188 3943 30131

Provision for income taxes 2124 30 2154
Income from continuing operations attributable to Carey 39615 6135 45750

Total assets 965418 82987 $1048405

Total long-lived assets 961298 73447 $1034745

All
years include operations in France Germany Poland and Spain The

year
ended December 31 2012 also includes operations in Belgium Finland the Netherlands and the United Kingdom through

properties acquired from CPA15 in the
Merger

Amount for the year ended December 31 2012 includes our $15.1 million share of the net gain recognized by ajointly-owned entity in connection with selling its interests in the MØdica investment

Includes Other interest income Income from equity investments in real estate and the Managed BElTs Gain on change in control of interests Other income and expenses and Net income attributable to

noncontrolling interests

Consists of Net investments in real estate Goodwill and Intangible assets net as applicable
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191 SELECTED QUARTERLY FINANCIAL DATA UNAUDITED

THREE MONTHS ENDED

DOLLARS IN THOUSANDS EXCEPT PER SHARE AMOUNTS MARCH 31 2012 JUNE 30 2012 SEPTEMBER 30 2012 DECEMBER 31 2012

Revenues 68378 $67182 $70377 $168058

Expenses 56693 59005 85889 123615

Net income 11669 31230 2226 17654

Add Net loss income attributable to

noncontrolling interests 578 480 325 1990

Add Net loss income attributable to

redeemable noncontrolling interests 43 67 37 187

Net income attributable to Carey 12290 31777 2588 15477

Earnings per share attributable to Carey

Basic 0.30 0.78 0.06 0.22

Diluted 0.30 0.77 0.06 0.22

Distributions declared per share 0.565 0.567 0.650 0.660

THREE MONTHS ENDED

MARCH 31 2011 JUNE 30 2011 SEPTEMBER 30 2011 DECEMBER 31 2011

Revenues $75165 $115735 $75913 $60971

Expenses 48346 52283 51626 50218

Net income 23616 81060 25258 9204

Add Net loss attributable to

noncontrolling interests 330 384 581 569

Add Net income attributable to

redeemable noncontrolling interests 603 637 682

Net income attributable to Carey 23343 81443 25202 9091

Earnings per
share attributable to Carey

Basic 0.58 2.02 0.62 0.22

Diluted 0.58 1.99 0.62 0.22

Distributions declared
per

share 0.5 12 0.550 0.560 0.563

Certain amounts from previous quarters
have been reclassified to discontinued operations Note 17

Amount for the three months ended December 31 2012 includes the
impact

of the Merger with CPAcl5 Note

Amount for the three months ended June 30 2011 includes $52.5 million of incentive termination and subordinated disposition revenue recognized in connection with the CPArt4/16 Merger Note
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20 SUBSEQUENT EVENTS

In January 2013 our board of directors approved loans to CWI up to $50.0 million to be made at our discretion We intend to

fund any such loans from our Revolver

In February 2013 the Compensation Committee approved long-term incentive plan awards to key employees consisting
of

166200 RSUs and 75900 PSUs that could have dilutive impact on our earnings per share calculation

Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Market for Registrants Common Equity Related Stockholder Matters and Issuer Purchases of Equity Securities

Common Stock and Distributions

Our common stock is listed on the New York Stock Exchange under the ticker symbol WPC At December 31 2012 there

were approximately 11246 holders of record of our common stock The following table shows the high and low prices per share

and quarterly cash distributions declared for the past two fiscal years

2O12 2O11

CASH CASH
DISTRIBUTIONS DISTRIBUTIONS

PERIOD HIGH LOW DECLARED HIGH LOW DECLARED

First quarter $49.70 $41.28 $0.565 $38.00 $29.75 $0.5 12

Second
quarter 48.39 39.66 0.567 41.82 34.75 0.550

Third quarter 53.85 43.25 0.650 42.72 32.76 0.560

Fourth quarter 54.70 45.94 0.660 44.71 34.50 0.563

As described in Note 12 our Senior Credit Facility contains covenants that restrict the amount of distributions that we can pay

2012 Annual Report .105



Managements Report on Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting as defined in

Rule 3a- 15f under the Exchange Act Internal control over financial reporting is process designed to provide reasonable

assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in

accordance with accounting principles generally accepted in the United States of America

Our internal control over financial reporting includes those policies and procedures that pertain to the maintenance of

records that in reasonable detail accurately and fairly reflect the transactions and dispositions of our assets ii provide

reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance

with accounting principles generally accepted in the United States of America and that our receipts and expenditures are

being made only in accordance with authorizations of our management and directors and iiiprovide reasonable assurance

regarding prevention or timely detection of unauthorized acquisition use or disposition of our assets that could have

material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also

projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate

because of changes in conditions or that the degree of compliance with policies or procedures may deteriorate

We assessed the effectiveness of our internal control over financial reporting at December 31 2012 In making this assessment

we used the framework set forth in Internal Control Integrated Framework issued by the Committee of Sponsoring

Organizations
of the Treadway Commission COSO Based on our assessment we concluded that at December 31 2012 our

internal control over financial reporting is effective based on those criteria

The effectiveness of our internal control over financial reporting as of December 31 2012 has been audited by

PricewaterhouseCoopers LLP an independent registered public accounting firm as stated in their report on page 46
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Report on Form 10-K

The advisor will supply without charge to any shareholder upon written request to Ms Susan Hyde Director of Investor

Relations WP Carey Co LLC 50 Rockefeller Plaza New York NY 10020 copy of the annual report on Form 10-K for the

year ended December 31 2012 including the financial statements and schedules
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