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Forward-Looking Statements

This Quarterly Report on Form 10-Q, or this Report, including Management’s Discussion and Analysis of Financial
Condition and Results of Operations in Item 2 of Part I of this Report, contains forward-looking statements within the
meaning of the federal securities laws. These forward-looking statements generally are identified by the words
“believe,” “project,” “expect,” “anticipate,” “estimate,” “intend,” “strategy,” “plan,” “may,” “should,” “will,” “would,” “will b
“will likely result,” and similar expressions. These forward-looking statements include, but are not limited to, statements
regarding: the Proposed Merger discussed herein, including the impact thereof; our expected range of Adjusted funds
from operations, or AFFO; the amount and timing of any future dividends; statements regarding our corporate strategy
and estimated or future economic performance and results, including our projected assets under management,
underlying assumptions about our portfolio (e.g., occupancy rate, lease terms, and tenant credit quality, including our
expectations about tenant bankruptcies and interest coverage), possible new acquisitions and dispositions, and our
international exposure and acquisition volume; our future capital expenditure levels, including any plans to fund our
future liquidity needs, and future leverage and debt service obligations; capital markets, including our credit ratings
and ability to sell shares under our “at-the market” program and the use of proceeds from that program; our capital
structure; the outlook for the investment programs that we manage, including their earnings, as well as possible
liquidity events for those programs (including the Proposed Merger); statements that we make regarding our ability to
remain qualified for taxation as a real estate investment trust, or REIT, and the recently adopted Tax Cuts and Jobs
Act in the United States; the impact of recently issued accounting pronouncements; other regulatory activity, such as
the General Data Protection Regulation in the European Union or other data privacy initiatives; and the general
economic outlook. These statements are based on the current expectations of our management. It is important to note
that our actual results could be materially different from those projected in such forward-looking statements. There are
a number of risks and uncertainties that could cause actual results to differ materially from these forward-looking
statements. Other unknown or unpredictable factors could also have material adverse effects on our business, financial
condition, liquidity, results of operations, AFFO, and prospects. You should exercise caution in relying on
forward-looking statements as they involve known and unknown risks, uncertainties, and other factors that may
materially affect our future results, performance, achievements, or transactions. Information on factors that could
impact actual results and cause them to differ from what is anticipated in the forward-looking statements contained
herein is included in this Report as well as in our other filings with the Securities and Exchange Commission, or the
SEC, including but not limited to those described in Part I, Item 1A. Risk Factors in our Annual Report on Form 10-K
for the year ended December 31, 2017, as filed with the SEC on February 23, 2018, or the 2017 Annual Report, and in
Part II, Item 1A. Risk Factors herein. Moreover, because we operate in a very competitive and rapidly changing
environment, new risks are likely to emerge from time to time. Given these risks and uncertainties, potential investors
are cautioned not to place undue reliance on these forward-looking statements as a prediction of future results, which
speak only as of the date of this Report, unless noted otherwise. Except as required by federal securities laws and the
rules and regulations of the SEC, we do not undertake to revise or update any forward-looking statements.

9 ¢ 99 ¢ 99 ¢ LT3 9 ¢

All references to “Notes” throughout the document refer to the footnotes to the consolidated financial statements of the
registrant in Part I, Item 1. Financial Statements (Unaudited).
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PART I — FINANCIAL INFORMATION
Item 1. Financial Statements.

W. P. CAREY INC.
CONSOLIDATED BALANCE SHEETS (UNAUDITED)
(in thousands, except share and per share amounts)

Assets

Investments in real estate:

Land, buildings and improvements

Net investments in direct financing leases

In-place lease and other intangible assets
Above-market rent intangible assets

Investments in real estate

Accumulated depreciation and amortization

Net investments in real estate

Equity investments in the Managed Programs and real estate
Cash and cash equivalents

Due from affiliates

Other assets, net

Goodwill

Total assets

Liabilities and Equity

Debt:

Senior unsecured notes, net

Unsecured revolving credit facility

Unsecured term loans, net

Non-recourse mortgages, net

Debt, net

Accounts payable, accrued expenses and other liabilities
Below-market rent and other intangible liabilities, net
Deferred income taxes

Distributions payable

Total liabilities

Redeemable noncontrolling interest

Commitments and contingencies (Note 11)

Preferred stock, $0.001 par value, 50,000,000 shares authorized; none issued
Common stock, $0.001 par value, 450,000,000 shares authorized; 107,200,687 and

106,922,616 shares, respectively, issued and outstanding
Additional paid-in capital

Distributions in excess of accumulated earnings
Deferred compensation obligation

Accumulated other comprehensive loss

Total stockholders’ equity

Noncontrolling interests

Total equity

Total liabilities and equity

June 30, December
2018 31,2017
$5,651,906 $5,457,265
705,588 721,607
1,228,241 1,213,976
631,977 640,480
8,217,712 8,033,328
(1,445,397 ) (1,329,613 )
6,772,315 6,703,715
363,622 341,457
122,430 162,312
78,100 105,308
288,173 274,650
642,060 643,960
$8,266,700 $8,231,402
$3,018,475 $2,474,661
396,917 216,775

— 388,354
985,666 1,185,477
4,401,058 4,265,267
245,288 263,053
107,542 113,957
88,871 67,009
110,972 109,766
4,953,731 4,819,052
965 965

107 107
4,443,374 4,433,573
(1,132,182 ) (1,052,064 )
36,007 46,656
(247,402 ) (236,011 )
3,099,904 3,192,261
212,100 219,124
3,312,004 3,411,385
$8,266,700 $8,231,402

5



Edgar Filing: W. P. Carey Inc. - Form 10-Q

See Notes to Consolidated Financial Statements.
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W. P. CAREY INC.
CONSOLIDATED STATEMENTS OF INCOME (UNAUDITED)
(in thousands, except share and per share amounts)

Three Months Ended

June 30,

2018 2017
Revenues
Owned Real Estate:
Lease revenues $162,634 $158,255
Reimbursable tenant costs 5,733 5,322
Operating property revenues 4,865 8,223
Lease termination income and other 680 2,247

173912 174,047
Investment Management:

Asset management revenue 17,268 17,966
Reimbursable costs from affiliates 5,537 13,479
Structuring revenue 4,426 14,330
Dealer manager fees — 1,000
Other advisory revenue — 706

27,231 47,481
201,143 221,528
Operating Expenses

Depreciation and amortization 64,337 62,849
General and administrative 16,442 17,529
Reimbursable tenant and affiliate costs 11,270 18,801
Property expenses, excluding reimbursable tenant costs 8,908 10,530
Stock-based compensation expense 3,698 3,104
Merger and other expenses 2,692 1,000
Subadvisor fees 1,855 3,672
Restructuring and other compensation — 7,718
Dealer manager fees and expenses — 2,788

Impairment charges — —
109,202 127,991

Other Income and Expenses

Interest expense (41,311 ) (42,235

Equity in earnings of equity method investments in the Managed 12.558 15728

Programs and real estate ’ ’

Other gains and (losses) 10,586 916
(18,167 ) (27,423
Income before income taxes and gain on sale of real estate 73,774 66,114
Provision for income taxes (6,262 ) (2,448
Income before gain on sale of real estate 67,512 63,666
Gain on sale of real estate, net of tax 11,912 3,465
Net Income 79,424 67,131
Net income attributable to noncontrolling interests (3,743 ) (2,813
Net Income Attributable to W. P. Carey $75,681 $64,318
Basic Earnings Per Share $0.70 $0.60
Diluted Earnings Per Share $0.70 $0.59

Six Months Ended June
30,
2018 2017

$325,847 $314,036
11,952 10,543
12,083 15,203
1,622 3,007
351,504 342,789

34,253 35,333
10,841 39,179
6,165 18,164
— 4,325
190 797
51,449 97,798
402,953 440,587

130,294 125,279
35,025 35,953
22,793 49,722
18,807 20,640
11,917 10,014

2,655 1,073
3,887 6,392
— 7,718
— 6,082
4,790 —

230,168 262,873

) (79,385 ) (84,192 )

27,883 31,502

) 7,823 (400 )
) (43,679 ) (53,090 )

129,106 124,624

) (260 ) (1,143 )

128,846 123,481
18,644 3,475
147,490 126,956

) (6,535 ) (5,154 )

$140,955 $121,802

$1.30 $1.13
$1.30 $1.13
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Weighted-Average Shares Outstanding

Basic 108,059,394 07,668,218 108,058,67107,615,644
Diluted 108,234,93407,783,204 108,243,06307,801,318
Distributions Declared Per Share $1.020 $1.000 $2.035 $1.995

See Notes to Consolidated Financial Statements.
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W. P. CAREY INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)

(in thousands)
Three Months Six Months Ended
Ended June 30, June 30,
2018 2017 2018 2017

Net Income $79,424 $67,131 $147,490 $126,956
Other Comprehensive (Loss) Income
Foreign currency translation adjustments (39,815 ) 27,957 (21,299 ) 42,707
Realized and unrealized gain (loss) on derivative instruments 14,073 (16,631 ) 5,681 (22,304 )
Change in unrealized (loss) gain on investments (58 ) (73 ) 370 (326 )
(25,800 ) 11,253 (15,248 ) 20,077
Comprehensive Income 53,624 78,384 132,242 147,033
Amounts Attributable to Noncontrolling Interests
Net income (3,743 ) (2,813 ) (6,535 ) (5,154 )
Foreign currency translation adjustments 7,634 (8,675 ) 3,852 (9,245 )
Realized and unrealized loss on derivative instruments 2 8 5 5
Comprehensive loss (income) attributable to noncontrolling interests 3,893 (11,480 ) (2,678 ) (14,394 )
Comprehensive Income Attributable to W. P. Carey $57,517 $66,904 $129.564 $132,639

See Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF EQUITY (UNAUDITED)
Six Months Ended June 30, 2018 and 2017
(in thousands, except share and per share amounts)

W. P. Carey Stockholders

Common Stock

Additional

$0.001 Par Value Paid-in

Shares
Balance at
January 1, 2018
Shares issued
upon delivery
of vested
restricted share
awards
Shares issued
upon purchases
under
employee share
purchase plan
Delivery of
deferred vested
shares, net
Amortization
of stock-based
compensation
expense
Contributions
from
noncontrolling
interests
Distributions to
noncontrolling
interests
Distributions
declared
($2.035 per
share)
Net income
Other
comprehensive
loss:
Foreign
currency
translation
adjustments
Realized and
unrealized gain

276,000 —

2,071 —

Amoufitapital

(13,565 )

125

10,649

11,917

675

Distributions

in Excess of Deferred Other

Accumulated

Total

Accumulated Compensa@omprehensWe P. Carey Noncontrolling

Earnings

(10,649 )

(221,073 )

140,955

ObligationLoss
106,922,616 $107 $4,433,573 $(1,052,064) $46,656 $(236,011) $3,192,261 $219,124 $3,411,385

Stockholders Interests

(13,565

125

11,917

(220,398

140,955

) (17,447

5,686

71

(9,773

6,535

) (3,852

S

Total

(13,565

125

11,917

71

) (9,773

)

)

(220,398 )

147,490

) (21,299

) 5,681

10

)
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on derivative

instruments

Change in

unrealized gain 370 370 370
on investments

Balance at June

30. 2018 107,200,687 $107 $4,443,374 $(1,132,182) $36,007 $(247,402) $3,099,904 $212,100 $3,312,004

W. P. Carey 6/30/2018 10-Q - 6
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W. P. CAREY INC.
CONSOLIDATED STATEMENTS OF EQUITY (UNAUDITED)
(Continued)
Six Months Ended June 30, 2018 and 2017
(in thousands, except share and per share amounts)
W. P. Carey Stockholders

Distributions Accumulated
Common Stock  Additional in Excess of Deferred Other Total
$0.001 Par Value Paid-in AccumulatedCompensa@iomprehensWe P. Carey Noncontrolling
Shares Amoufitapital Earnings  ObligationLoss Stockholders Interests ~ Total

Balance at
January 1, 2017
Shares issued
under
“at-the-market
offering, net
Acquisition of
noncontrolling (1,845 ) (1,845 ) 1,845 —
interest

Shares issued

upon delivery

of vested 204,964 — (9,458 ) (9,458 ) (9,458
restricted share

awards

Shares issued

upon exercise

of stock options

and purchases 37,744 — (1,595 ) (1,595 ) (1,595
under

employee share

purchase plan

Delivery of

deferred vested 3,734 (3,734 ) — —
shares, net
Amortization
of stock-based
compensation
expense
Contributions
from
noncontrolling
interests
Distributions to
noncontrolling — (11,585 ) (11,585
interests
Distributions
declared
($1.995 per
share)

106,294,162 $106 $4,399,961 $(894,137) $50,222 $(254,485) $3,301,667 $123,473 $3,425,140

» 329,753 1 21,872 21,873 21,873

10,014 10,014 10,014

— 90,484 90,484

1,158 (217,049 ) 223 (215,668 ) (215,668

12



Net income
Other
comprehensive
income:
Foreign
currency
translation
adjustments
Realized and
unrealized loss
on derivative
instruments
Change in
unrealized loss
on investments
Balance at June
30, 2017

106,866,623 $107 $4,423,841
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121,802 121,802

33,462 33,462

(22,299 ) (22,299

(326 ) (326

See Notes to Consolidated Financial Statements.
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5,154

9,245

) (5

)

126,956

42,707

) (22,304

(326

$(989,384) $46,711 $(243,648) $3,237,627 $218,611 $3,456,238
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CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

(in thousands)

Cash Flows — Operating Activities

Net income

Adjustments to net income:
Depreciation and amortization, including intangible assets and deferred financing costs

Investment Management revenue received in shares of Managed REITs and other
Distributions of earnings from equity method investments

Equity in earnings of equity method investments in the Managed Programs and real estate

Amortization of rent-related intangibles and deferred rental revenue

Gain on sale of real estate
Stock-based compensation expense

Deferred income taxes

Straight-line rent adjustments

Impairment charges

Realized and unrealized (gains) losses on foreign currency transactions, derivatives, and other
Changes in assets and liabilities:

Net changes in other operating assets and liabilities
Deferred structuring revenue received

Increase in deferred structuring revenue receivable
Net Cash Provided by Operating Activities

Cash Flows — Investing Activities

Purchases of real estate

Proceeds from sales of real estate
Funding for real estate construction, redevelopments, and other capital expenditures on owned

real estate

Proceeds from repayment of short-term loans to affiliates
Funding of short-term loans to affiliates
Return of capital from equity method investments

Other investing activities, net

Capital contributions to equity method investments
Capital expenditures on corporate assets
Net Cash (Used in) Provided by Investing Activities

Cash Flows — Financing Activities

Repayments of Senior Unsecured Credit Facility
Proceeds from issuance of Senior Unsecured Notes
Proceeds from Senior Unsecured Credit Facility

Distributions paid

Prepayments of mortgage principal

Scheduled payments of mortgage principal

Payments for withholding taxes upon delivery of equity-based awards and exercises of stock

options

Distributions paid to noncontrolling interests

Payment of financing costs
Other financing activities, net

Six Months Ended
June 30,
2018 2017

$147,490 $126,956

132,188 129,178
(30,793 ) (31,879 )
28,361 32,590
(27,883 ) (31,502 )
23,332 24,753
(18,644 ) (3475 )
11,917 10,014
(8,959 ) (6,933 )
(7,503 ) (8,970 )
4,790 —

(4,330 ) 7,089

(24,096 ) (5,927 )
5,620 9,927
2,576 ) (4,064 )
228914 247757

(269,890 ) (6,000 )
77,737 43,809

(48,888 ) (28,519 )

37,000 214,495
(10,000 ) (48,492 )
6,957 3,836
(3,400 ) 1,859
(715 ) (1,290 )
(248 ) (253 )
(211,447 ) 179,445

(818,895 ) (1,433,09)
616,355 530,456

592,990 1,009,591
(219,192 ) (214,117 )
(164,908 ) (100,647 )
(34,338 ) (287,813 )

(13,905 ) (11,159 )

9,773 ) (11,585 )
(4,286 ) (12,464 )
(3,309 ) 557

14
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Proceeds from mortgage financing

Contributions from noncontrolling interests

Proceeds from shares issued under “at-the-market” offering, net of selling costs
Net Cash Used in Financing Activities

Change in Cash and Cash Equivalents and Restricted Cash During the Period
Effect of exchange rate changes on cash and cash equivalents and restricted cash
Net (decrease) increase in cash and cash equivalents and restricted cash

Cash and cash equivalents and restricted cash, beginning of period

Cash and cash equivalents and restricted cash, end of period

See Notes to Consolidated Financial Statements.

W. P. Carey 6/30/2018 10-Q — 8

857 —

71 90,484

— 21,864
(58,333 ) (417,924 )

(4,992 ) 5,217
(45,858 ) 14,495
209,676 210,731
$163,818 $225,226
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W.P. CAREY INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Note 1. Business and Organization

W. P. Carey Inc. is a REIT that, together with its consolidated subsidiaries, invests primarily in operationally-critical,
single-tenant commercial real estate properties located in North America and Northern and Western Europe. We earn
revenue principally by leasing the properties we own to companies on a triple-net lease basis, which generally requires
each tenant to pay the costs associated with operating and maintaining the property.

Founded in 1973, our shares of common stock are listed on the New York Stock Exchange under the symbol “WPC.”

On June 17, 2018, we, Corporate Property Associates 17 — Global Incorporated, or CPA:17 — Global, a publicly-held,
non-listed REIT advised by us, and certain of our subsidiaries entered into an agreement and plan of merger, or
Merger Agreement, pursuant to which CPA:17 — Global will merge with and into one of our subsidiaries in exchange
for shares of our common stock, or the Proposed Merger (Note 3). On July 27, 2018, we filed a registration statement
on Form S-4 with the SEC to register the shares of our common stock to be issued in the Proposed Merger; upon
effectiveness of this registration statement, which is currently under review by the SEC, we and CPA:17 — Global
intend to mail the joint proxy statement/prospectus contained therein to our respective stockholders in connection with
the Proposed Merger. The Proposed Merger and related transactions are subject to a number of closing conditions,
including approvals by our stockholders and the stockholders of CPA:17 — Global. If these approvals are obtained and
the other closing conditions are met, we currently expect the transaction to close at or around December 31, 2018,
although there can be no assurance that the Proposed Merger will occur at such time or at all.

We have elected to be taxed as a REIT under Section 856 through 860 of the Internal Revenue Code. As a REIT, we
are not generally subject to United States federal income taxation other than from our taxable REIT subsidiaries, or
TRSs, 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 also own real property in jurisdictions outside the United States through
foreign subsidiaries and are subject to income taxes on our pre-tax income earned from properties in such countries.
We hold all of our real estate assets attributable to our Owned Real Estate segment under the REIT structure, while the
activities conducted by our Investment Management segment subsidiaries have been organized under TRSs.

Through our TRSs, we also earn revenue as the advisor to publicly owned, non-listed REITs that invested in similar
properties, which are sponsored by us under the Corporate Property Associates, or CPA, brand name. At June 30,

2018, we were the advisor to CPA:17 — Global and Corporate Property Associates 18 — Global Incorporated, or CPA:18 —
Global. We refer to CPA:17 — Global and CPA:18 — Global together as the CPA REITs.

At June 30, 2018, we were also the advisor to Carey Watermark Investors Incorporated, or CWI 1, and Carey
Watermark Investors 2 Incorporated, or CWI 2, two publicly owned, non-listed REITs that invest in lodging and
lodging-related properties. We refer to CWI 1 and CWI 2 together as the CWI REITs and, together with the CPA
REITs, as the Managed REITs (Note 3).

At June 30, 2018, we were also the advisor to Carey European Student Housing Fund I, L.P., or CESH I, a limited
partnership formed for the purpose of developing, owning, and operating student housing properties and similar
investments in Europe (Note 3). We refer to the Managed REITs and CESH I collectively as the Managed Programs.

In June 2017, our board of directors, or the Board, approved a plan to exit non-traded retail fundraising activities
carried out by our wholly-owned broker-dealer subsidiary, Carey Financial LLC, or Carey Financial, as of June 30,
2017. As a result, we will no longer be raising capital for new or existing funds that we manage, but we do expect to

16
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continue managing our existing Managed Programs through the end of their respective life cycles (Note 3).

In August 2017, we resigned as the advisor to Carey Credit Income Fund (known since October 23, 2017 as
Guggenheim Credit Income Fund, or GCIF), or CCIF, and by extension, its feeder funds, or the CCIF Feeder Funds,
each of which is a business development company, or BDC (Note 3). We refer to CCIF and the CCIF Feeder Funds
collectively as the Managed BDCs. The board of trustees of CCIF approved our resignation and appointed CCIF’s
subadvisor, Guggenheim Partners Investment Management, LL.C, or Guggenheim, as the interim sole advisor to
CCIF, effective as of September 11, 2017. The shareholders of CCIF approved Guggenheim’s appointment as sole
advisor on a permanent basis on October 20, 2017. The Managed BDCs were included in the Managed Programs prior
to our resignation as their advisor. We have retained our initial investment in shares of CCIF (now GCIF), which is
included within Other assets, net in the consolidated financial statements (Note 7).

W. P. Carey 6/30/2018 10-Q -9
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Notes to Consolidated Financial Statements (Unaudited)

Reportable Segments

Owned Real Estate — Lease revenues and equity income (Note 7) from our wholly- and co-owned real estate
investments generate the vast majority of our earnings. We invest in commercial properties located primarily in North
America and Europe, which are leased to companies, primarily on a triple-net lease basis. We also owned one hotel at
June 30, 2018, which is considered an operating property. At June 30, 2018, our owned portfolio was comprised of
our full or partial ownership interests in 878 properties, totaling approximately 86.6 million square feet, substantially
all of which were net leased to 208 tenants, with a weighted-average lease term of 10.0 years and an occupancy rate of
99.6%.

Investment Management — Through our TRSs, we structure and negotiate investments and debt placement transactions
for the Managed Programs, for which we earn structuring revenue, and manage their portfolios of real estate
investments, for which we earn asset management revenue. We also earned asset management revenue from CCIF
based on the average of its gross assets at fair value through the effective date of our resignation as its advisor. We
may earn disposition revenue when we negotiate and structure the sale of properties on behalf of the Managed REITsS,
and we may also earn incentive revenue and receive other compensation through our advisory agreements with certain
of the Managed Programs, including in connection with providing liquidity events for the Managed REITs’
stockholders. In addition, we include equity income generated through our (i) ownership of shares and limited
partnership units of the Managed Programs (Note 7) and (ii) special general partner interests in the operating
partnerships of the Managed REITs, through which we participate in their cash flows (Note 3), in our Investment
Management segment.

At June 30, 2018, the CPA REITs collectively owned all or a portion of 462 properties (including certain properties in
which we have an ownership interest), totaling approximately 54.1 million square feet, substantially all of which were
net leased to 206 tenants, with an occupancy rate of approximately 99.4%. The Managed Programs also had interests
in 167 operating properties, totaling approximately 19.8 million square feet in the aggregate.

Note 2. Basis of Presentation
Basis of Presentation

Our interim consolidated financial statements have been prepared in accordance with the instructions to Form 10-Q
and, therefore, do not necessarily include all information and footnotes necessary for a fair statement of our
consolidated financial position, results of operations, and cash flows in accordance with generally accepted accounting
principles in the United States, or GAAP.

In the opinion of management, the unaudited financial information for the interim periods presented in this Report
reflects all normal and recurring adjustments necessary for a fair statement of financial position, results of operations,
and cash flows. Our interim consolidated financial statements should be read in conjunction with our audited
consolidated financial statements and accompanying notes for the year ended December 31, 2017, which are included
in the 2017 Annual Report, as certain disclosures that would substantially duplicate those contained in the audited
consolidated financial statements have not been included in this Report. Operating results for interim periods are not
necessarily indicative of operating results for an entire year.

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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Basis of Consolidation

Our consolidated financial statements reflect all of our accounts, including those of our controlled subsidiaries and our
tenancy-in-common interest as described below. The portions of equity in consolidated subsidiaries that are not
attributable, directly or indirectly, to us are presented as noncontrolling interests. All significant intercompany
accounts and transactions have been eliminated.

When we obtain an economic interest in an entity, we evaluate the entity to determine if it should be deemed a
variable interest entity, or VIE, and, if so, whether we are the primary beneficiary and are therefore required to
consolidate the entity. We apply accounting guidance for consolidation of VIEs to certain entities in which the equity
investors do not have the characteristics of a controlling financial interest or do not have sufficient equity at risk for
the entity to finance its activities without additional

W. P. Carey 6/30/2018 10-Q — 10
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subordinated financial support from other parties. Fixed price purchase and renewal options within a lease, as well as
certain decision-making rights within a loan or joint-venture agreement, can cause us to consider an entity a VIE.
Limited partnerships and other similar entities that operate as a partnership will be considered a VIE unless the limited
partners hold substantive kick-out rights or participation rights. Significant judgment is required to determine whether
a 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 a 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 the VIE based on whether the entity (i) 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. The liabilities
of these VIEs are non-recourse to us and can only be satisfied from each VIE’s respective assets.

At both June 30, 2018 and December 31, 2017, we considered 28 entities to be VIEs, 21 of which we consolidated as
we are considered the primary beneficiary. The following table presents a summary of selected financial data of the
consolidated VIEs included in the consolidated balance sheets (in thousands):

June 30, December

2018 31,2017
Land, buildings and improvements $893,325 $916,001
Net investments in direct financing leases 39,167 40,133
In-place lease and other intangible assets 269,371 268,863

Above-market rent intangible assets 101,919 103,081
Accumulated depreciation and amortization (265,247 ) (251,979 )
Total assets 1,077,356 1,118,727
Non-recourse mortgages, net $115,209 $128,230
Total liabilities 186,648 201,186

At both June 30, 2018 and December 31, 2017, our seven unconsolidated VIEs included our interests in six
unconsolidated real estate investments, which we account for under the equity method of accounting, and one
unconsolidated entity, which we accounted for at fair value as of June 30, 2018 and under the cost method of
accounting as of December 31, 2017 (Note 7), and is included within our Investment Management segment. We do
not consolidate these entities because we are not the primary beneficiary and the nature of our involvement in the
activities of these entities allows us to exercise significant influence on, but does not give us power over, decisions
that significantly affect the economic performance of these entities. As of June 30, 2018 and December 31, 2017, the
net carrying amount of our investments in these entities was $152.4 million and $152.7 million, respectively, and our
maximum exposure to loss in these entities was limited to our investments.

At June 30, 2018, we had an investment in a tenancy-in-common interest in various underlying international
properties. Consolidation of this investment is not required as such interest does not qualify as a VIE and does not
meet the control requirement for consolidation. Accordingly, we account for this investment using the equity method
of accounting. We use the equity method of accounting because the shared decision-making involved in a
tenancy-in-common interest investment provides us with significant influence on the operating and financial decisions
of this investment.

At times, the carrying value of our equity investments may fall below zero for certain investments. We intend to fund
our share of the jointly owned 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. At June 30, 2018, none of our equity investments had carrying values below zero.
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Accounting Policy Update

Distributions from Equity Method Investments — We classify distributions received from equity method investments
using the cumulative earnings approach. Distributions received are considered returns on the investment and classified
as cash inflows from operating activities. If, however, the investor’s cumulative distributions received, less
distributions received in prior periods determined to be returns of investment, exceeds cumulative equity in earnings
recognized, the excess is considered a return of investment and is classified as cash inflows from investing activities.

W. P. Carey 6/30/2018 10-Q — 11

21



Edgar Filing: W. P. Carey Inc. - Form 10-Q

Notes to Consolidated Financial Statements (Unaudited)
Reclassifications
Certain prior period amounts have been reclassified to conform to the current period presentation.

Restricted Cash — In connection with our adoption of Accounting Standards Update, or ASU, 2016-18, Statement of
Cash Flows (Topic 230): Restricted Cash, as described below, we revised our consolidated statements of cash flows to
include restricted cash when reconciling the beginning-of-period and end-of-period cash amounts shown on the
statement of cash flows. As a result, we retrospectively revised prior periods presented to conform to the current
period presentation. Restricted cash primarily consists of security deposits and amounts required to be reserved
pursuant to lender agreements for debt service, capital improvements, and real estate taxes. The following table
provides a reconciliation of cash and cash equivalents and restricted cash reported within the consolidated balance
sheets to the consolidated statements of cash flows (in thousands):

June 30, December

2018 31,2017
Cash and cash equivalents $122,430 $162,312
Restricted cash @ 41,388 47,364
Total cash and cash equivalents and restricted cash $163,818 $209,676

(a)Restricted cash is included within Other assets, net on our consolidated balance sheets.
Recent Accounting Pronouncements
Pronouncements Adopted as of June 30, 2018

In May 2014, the Financial Accounting Standards Board, or FASB, issued ASU 2014-09, Revenue from Contracts
with Customers (Topic 606). ASU 2014-09 is a comprehensive new revenue recognition model requiring a company
to recognize revenue to depict the transfer of goods or services to a customer at an amount reflecting the consideration
it expects to receive in exchange for those goods or services. ASU 2014-09 does not apply to our lease revenues,
which constitute a majority of our revenues, but will primarily apply to revenues generated from our operating
properties and our Investment Management business. We adopted this guidance for our interim and annual periods
beginning January 1, 2018 using the modified retrospective transition method applied to any contracts not completed
as of that date. There were no changes to the prior period presentations of revenue. Results of operations for reporting
periods beginning January 1, 2018 are presented under Topic 606. The adoption of Topic 606 did not have a material
impact on our consolidated financial statements.

Revenue is recognized when, or as, control of promised goods or services is transferred to customers, in an amount
that reflects the consideration we expect to be entitled to in exchange for those goods or services. At contract
inception, we assess the services promised in our contracts with customers and identify a performance obligation for
each promise to transfer to the customer a good or service (or bundle of goods or services) that is distinct. To identify
the performance obligations, we consider all of the services promised in the contract regardless of whether they are
explicitly stated or are implied by customary business practices.

Revenue from contracts under Accounting Standards Codification, or ASC, 606 in our Owned Real Estate segment
primarily represented operating property revenues of $4.9 million and $8.2 million for the three months ended June
30, 2018 and 2017, respectively, and $12.1 million and $15.2 million for the six months ended June 30, 2018 and
2017, respectively. Operating property revenues are primarily comprised of revenues from room rentals and from food
and beverage services at our hotel operating properties during those periods. We sold one of our two hotels in April
2018 (Note 15). We identified a single performance obligation for each distinct service. Performance obligations are
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typically satisfied at a point in time, at the time of sale, or at the rendering of the service. Fees are generally
determined to be fixed. Payment is typically due immediately following the delivery of the service. Revenue from
contracts under ASC 606 from our Investment Management segment is discussed in Note 3.
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In January 2016, the FASB issued ASU 2016-01, Financial Instruments — Overall (Subtopic 825-10): Recognition and
Measurement of Financial Assets and Financial Liabilities. ASU 2016-01 requires all equity investments (other than
those accounted for under the equity method of accounting or those that result in consolidation of the investee) to be
measured at fair value, with changes in the fair value recognized through net income. We adopted this guidance for

our interim and annual periods beginning January 1, 2018. The adoption of ASU 2016-01 did not have a material
impact on our consolidated financial statements.

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain Cash
Receipts and Cash Payments. ASU 2016-15 intends to reduce diversity in practice for certain cash flow
classifications, including, but not limited to (i) debt prepayment or debt extinguishment costs, (ii) contingent
consideration payments made after a business combination, (iii) proceeds from the settlement of insurance claims, and
(iv) distributions received from equity method investees. We retrospectively adopted this guidance for our interim and
annual periods beginning January 1, 2018. As a result, we reclassified debt extinguishment costs from net cash
provided by operating activities to net cash used in financing activities on the consolidated statement of cash flows for
the six months ended June 30, 2017. The adoption of ASU 2016-15 did not have a material impact on our
consolidated financial statements.

In November 2016, the FASB issued ASU 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash. ASU
2016-18 intends to reduce diversity in practice for the classification and presentation of changes in restricted cash on
the statement of cash flows. ASU 2016-18 requires that the statement of cash flows explain the change during the
period in the total of cash, cash equivalents, and amounts generally described as restricted cash or restricted cash
equivalents. Therefore, amounts generally described as restricted cash and restricted cash equivalents should be
included with cash and cash equivalents when reconciling the beginning-of-period and end-of-period total amounts
shown on the statement of cash flows. We retrospectively adopted this guidance for our interim and annual periods
beginning January 1, 2018. See Restricted Cash above for additional information.

In February 2017, the FASB issued ASU 2017-05, Other Income — Gains and Losses from the Derecognition of
Nonfinancial Assets (Subtopic 610-20): Clarifying the Scope of Asset Derecognition Guidance and Accounting for
Partial Sales of Nonfinancial Assets. ASU 2017-05 clarifies the scope and application of ASC 610-20 on the sale or
transfer of nonfinancial assets and in substance nonfinancial assets to non-customers, including partial sales.
Nonfinancial assets within the scope of this Subtopic include the sale of land, buildings, and intangible assets. ASU
2017-05 further clarifies that a financial asset is within the scope of Subtopic 610-20 if it meets the definition of an in
substance nonfinancial asset. The amendments define the term “in substance nonfinancial asset,” in part, as a financial
asset promised to a counterparty in a contract if substantially all of the fair value of the assets (recognized and
unrecognized) that are promised to the counterparty in the contract is concentrated in nonfinancial assets. This
amendment also clarifies that nonfinancial assets within the scope of Subtopic 610-20 may include nonfinancial assets
transferred within a legal entity to a counterparty. For example, a parent company may transfer control of nonfinancial
assets by transferring ownership interests in a consolidated subsidiary. We adopted this guidance for our interim and
annual periods beginning January 1, 2018 and applied the modified retrospective transition method (applicable to any
contracts not completed as of that date). The adoption of ASU 2017-05 did not have a material impact on our
consolidated financial statements.

In May 2017, the FASB issued ASU 2017-09, Compensation — Stock Compensation (Topic 718): Scope of
Modification Accounting. ASU 2017-09 clarifies when to account for a change to the terms and conditions of a
share-based payment award as a modification. Under the new guidance, modification accounting is required only if
the fair value, vesting conditions, or classification of the award (as equity or liability) changes as a result of the change
in terms or conditions. We adopted this guidance for our interim and annual periods beginning January 1, 2018. The
adoption of ASU 2017-09 did not have a material impact on our consolidated financial statements.
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Pronouncements to be Adopted after June 30, 2018

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). ASU 2016-02 modifies the principles for the
recognition, measurement, presentation, and disclosure of leases for both parties to a contract, the lessee and the
lessor. ASU 2016-02 provides new guidelines that change the accounting for leasing arrangements for lessees,
whereby their rights and obligations under substantially all leases, existing and new, would be capitalized and
recorded on the balance sheet. For lessors, however, the accounting remains largely equivalent to the current model,
with the distinction between operating, sales-type, and direct financing leases retained, but updated to align with
certain changes to the lessee model and the new revenue recognition standard. ASU 2016-02 also replaces existing
sale-leaseback guidance with a new model that requires symmetrical accounting between the seller-lessee and
buyer-lessor. Additionally, ASU 2016-02 requires lessors to record costs paid directly by a lessee on behalf of a lessor
(e.g., real estate taxes and insurance costs) on a gross basis and will require extensive quantitative and qualitative
disclosures.

Early application is permitted for all entities. ASU 2016-02 provides two transition methods. The first transition
method allows for application of the new model at the beginning of the earliest comparative period presented. Under
the second transition method, comparative periods would not be restated, with any cumulative effect adjustments
recognized in the opening balance of retained earnings in the period of adoption. In addition, a practical expedient was
recently issued by the FASB which allows lessors to combine non-lease components with related lease components if
certain conditions are met. Further, in March 2018, the FASB approved, but has not yet finalized or issued, an update
to allow lessors to make a policy election to record certain costs (e.g., insurance) paid directly by the lessee net, if the
uncertainty regarding these variable amounts is not expected to ultimately be resolved. We will adopt this guidance
for our interim and annual periods beginning January 1, 2019 and expect to use the second transition method. ASU
2016-02 is expected to impact our consolidated financial statements as we have certain operating office and land lease
arrangements for which we are the lessee and also certain lease arrangements that include common area maintenance
services (non-lease components) where we are the lessor. We are evaluating the impact of ASU 2016-02 and have not
yet determined if it will have a material impact on our business or our consolidated financial statements.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments — Credit Losses. ASU 2016-13 introduces a new
model for estimating credit losses based on current expected credit losses for certain types of financial instruments,
including loans receivable, held-to-maturity debt securities, and net investments in direct financing leases, amongst
other financial instruments. ASU 2016-13 also modifies the impairment model for available-for-sale debt securities
and expands the disclosure requirements regarding an entity’s assumptions, models, and methods for estimating the
allowance for losses. ASU 2016-13 will be effective for public business entities in fiscal years beginning after
December 15, 2019, including interim periods within those fiscal years, with early application of the guidance
permitted. We are in the process of evaluating the impact of adopting ASU 2016-13 on our consolidated financial
statements.

In August 2017, the FASB issued ASU 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements to
Accounting for Hedging Activities. ASU 2017-12 will make more financial and nonfinancial hedging strategies
eligible for hedge accounting. It also amends the presentation and disclosure requirements and changes how
companies assess hedge effectiveness. It is intended to more closely align hedge accounting with companies’ risk
management strategies, simplify the application of hedge accounting, and increase transparency as to the scope and
results of hedging programs. ASU 2017-12 will be effective in fiscal years beginning after December 15, 2018,
including interim periods within those fiscal years, with early adoption permitted. We are in the process of evaluating
the impact of adopting ASU 2017-12 on our consolidated financial statements and will adopt the standard for the
fiscal year beginning January 1, 2019.
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Note 3. Agreements and Transactions with Related Parties
Proposed Merger with CPA:17 — Global

On June 17, 2018, we, CPA:17 — Global, and certain of our subsidiaries entered into the Merger Agreement, pursuant
to which CPA:17 — Global will merge with and into one of our subsidiaries in exchange for shares of our common
stock, or the Proposed Merger. On July 27, 2018, we filed a registration statement on Form S-4 with the SEC, which
is currently under review by the SEC, to register the shares of our common stock to be issued in the Proposed Merger;
upon effectiveness, we and CPA:17 — Global intend to mail the joint proxy statement/prospectus contained therein to
our respective stockholders in connection with the Proposed Merger. The Proposed Merger and related transactions
are subject to a number of closing conditions, including approvals by our stockholders and the stockholders of
CPA:17 — Global. If these approvals are obtained and the other closing conditions are met, we currently expect the
Proposed Merger to close at or around December 31, 2018, although there can be no assurance that the transaction
will close at such time or at all.

W. P. Carey 6/30/2018 10-Q — 14
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Subject to the terms and conditions contained in the Merger Agreement, at the effective time of the Proposed Merger,
each share of CPA:17 — Global common stock issued and outstanding immediately prior to the effective time of the
Proposed Merger will be canceled and, in exchange for cancellation of such share, the rights attaching to such share
will be converted automatically into the right to receive 0.160 shares of our common stock, which we refer to herein
as the Merger Consideration. Each share of CPA:17 — Global common stock owned by us or any of our subsidiaries
immediately prior to the effective time of the Proposed Merger will automatically be canceled and retired, and will
cease to exist, for no Merger Consideration.

Through June 30, 2018, we have incurred expenses related to the Proposed Merger totaling approximately $3.6
million (including expenses incurred in 2017), which are included in Merger and other expenses in the consolidated
financial statements. Further details concerning the Proposed Merger are described in a Form 8-K that we filed with
the SEC on June 18, 2018.

Advisory Agreements and Partnership Agreements with the Managed Programs

We have advisory agreements with each of the Managed Programs, pursuant to which we earn fees and are entitled to
receive reimbursement for certain fund management expenses. The advisory agreements also entitled us to fees for
serving as the dealer manager for the offerings of the Managed Programs. However, we ceased all active non-traded
retail fundraising activities as of June 30, 2017 and facilitated the orderly processing of sales for CWI 2 and CESH I
until their offerings closed on July 31, 2017, at which point we no longer received dealer manager fees. In addition,
we resigned as CCIF’s advisor in August 2017 and our advisory agreement with CCIF was terminated effective as of
September 11, 2017, at which point we no longer earned any fees from CCIF. We currently expect to continue to
manage all existing Managed Programs through the end of their respective life cycles (Note 1). The advisory
agreements with each of the Managed REITs have one-year terms that are currently scheduled to expire on December
31, 2018, and may be renewed for successive periods. The advisory agreement with CESH I, which commenced on
June 3, 2016, will continue until terminated pursuant to its terms.

We have partnership agreements with each of the Managed REITs, pursuant to which we are entitled to receive certain
cash distributions. We also have a partnership agreement with CESH I, pursuant to which we received limited
partnership units of CESH I equal to 2.5% of its gross offering proceeds in lieu of reimbursement of certain
organizational expenses prior to the closing of CESH I's offering on July 31, 2017.
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The following tables present a summary of revenue earned and/or cash received from the Managed Programs for the
periods indicated, included in the consolidated financial statements (in thousands):

Three Months Six Months Ended

Ended June 30, June 30,

2018 2017 2018 2017

Asset management revenue @ $17,268 $17,966 $34,253 $35,333
Distributions of Available Cash 8,776 10,728 19,278 22,521
Reimbursable costs from affiliates @ 5,537 13,479 10,841 39,179
Structuring revenue @ 4426 14330 6,165 18,164
Interest income on deferred acquisition fees and loans to affiliates 495 432 1,048 1,017
Dealer manager fees @ — 1,000 — 4,325
Other advisory revenue @ — 706 190 797

$36,502 $58,641 $71,775 $121,336
Three Months Six Months Ended
Ended June 30, June 30,
2018 2017 2018 2017
CPA:17 — Global$ 14,553 $23,191 $30,337 $40,262
CPA:18 — Globall11,147 6,116 18,034 14,319

CWI1 5,643 7,254 12,622 14,111
CWI2 4,408 9,098 9,445 33,563
CCIF — 6,049 — 10,990
CESH 1 751 6,933 1,337 8,091

$36,502 $58,641 $71,775 $121,336
(a) Amounts represent revenues from contracts under ASC 606.

The following table presents a summary of amounts included in Due from affiliates in the consolidated financial
statements (in thousands):

June 30, December

2018 31,2017

Short-term loans to affiliates, including accrued interest $57,919 $84,031
Deferred acquisition fees receivable, including accrued interest 9,473 12,345
Reimbursable costs 4,158 4,315
Asset management fees receivable 2980 356
Current acquisition fees receivable 1,835 83
Accounts receivable 1,735 4,089
Organization and offering costs — 89

$78,100 $105,308
Performance Obligations and Significant Judgments

The fees earned pursuant to our advisory agreements are considered variable consideration. For the agreements that
include multiple performance obligations, including asset management and investment structuring services, revenue is
allocated to each performance obligation based on estimates of the price that we would charge for each promised
service if it were sold on a standalone basis.

Judgment is applied in assessing whether there should be a constraint on the amount of fees recognized, such as
amounts in excess of certain threshold limits with respect to the contract price or any potential clawback provisions
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included in certain of our arrangements. We exclude fees subject to such constraints to the extent it is probable that a
significant reversal of those amounts will occur.
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Asset Management Revenue
Under the advisory agreements with the Managed Programs, we earn asset management revenue for managing their

investment portfolios. The following table presents a summary of our asset management fee arrangements with the
Managed Programs:

Managed Rate Payable Description
Program
In shares of its common stock and/or cash, at the
option of CPA:17 — Global; payable in shares of its ~ Rate depends on the type of investment
CPA:17- 0.5% — . .
Global 1759, ~common stock through May 31, 2018; payable in and is based on the average market or
27 cash effective as of June 1, 2018 in light of the average equity value, as applicable
Proposed Merger

In shares of its Class A common stock and/or cash, at Rate depends on the type of investment
the option of CPA:18 — Global; payable in shares of itsand is based on the average market or
Class A common stock for 2018 and 2017 average equity value, as applicable

Rate is based on the average market value
of the investment; we are required to pay
20% of the asset management revenue we
receive to the subadvisor

Rate is based on the average market value
of the investment; we are required to pay
25% of the asset management revenue we
receive to the subadvisor

Based on the average of gross assets at

CPA:18 - 0.5% —
Global 1.5%

In shares of its common stock and/or cash, at our
CWI 1 0.5% election; payable in shares of its common stock for
2018 and 2017

In shares of its Class A common stock and/or cash, at
CWI 2 0.55% our election; payable in shares of its Class A
common stock for 2018 and 2017

CCIF 1.75% — In cash, prior to our resignation as the advisor to fair value; we were required to pay 50%
2.00%  CCIF, effective September 11, 2017 (Note 1) of the asset management revenue we
received to the subadvisor
CESH 1 1.0% In cash Based on gross assets at fair value

The performance obligation for asset management services is satisfied over time as services are rendered. The
time-based output method is used to measure progress over time, as this is representative of the transfer of the
services. We are compensated for our services on a monthly or quarterly basis. However, these services represent a
series of distinct daily services under ASU 2014-09. Accordingly, we satisfy the performance obligation and resolve
the variability associated with our fees on a daily basis. We apply the practical expedient and, as a result, do not
disclose variable consideration attributable to wholly or partially unsatisfied performance obligations as of the end of
the reporting period.

In providing asset management services, we are reimbursed for certain costs. Direct reimbursement of these costs does

not represent a separate performance obligation. Payment for asset management services is typically due on the first
business day following the month of the delivery of the service.
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Structuring Revenue

Under the terms of the advisory agreements with the Managed Programs, we earn revenue for structuring and
negotiating investments and related financing. We did not earn any structuring revenue from the Managed BDCs. The
following table presents a summary of our structuring fee arrangements with the Managed Programs:

Managed

Rate Payable Description
Program
In cash; for non net-lease investments, 1% —  Based on the total aggregate cost of the net-lease
1% — 1.75% upon completion; for net-lease investments made; also based on the total
CPA:17 - . . . .
Global 1.75%, investments, 2.5% upon completion, with 2% aggregate cost of the non net-lease investments
4.5% deferred and payable in three interest-bearing or commitments made; total limited to 6% of the
annual installments contract prices in aggregate
In cash; for all investments, other than readily
marketable real estate securities for which we
. . L Based on the total aggregate cost of the
CPA:18 - will not receive any acquisition fees, 2.5% . . .
4.5% . ) investments or commitments made; total limited
Global upon completion, with 2% deferred and 10 6% of the contract prices in asereoate
payable in three interest-bearing annual 7 p EEICS
installments
Based on the total aggregate cost of the lodging
In cash upon completion; loan refinancing investments or commitments made; we are
CWI 1% — transactions up to 1% of the principal amount; required to pay 20% and 25% to the subadvisors
REITs 2.5% 2.5% of the total investment cost of the of CWI 1 and CWI 2, respectively; total for each
properties acquired CWI REIT limited to 6% of the contract prices

in aggregate

Based on the total aggregate cost of investments
or commitments made, including the acquisition,
development, construction, or redevelopment of
the investments

CESHI 2.0% In cash upon acquisition

The performance obligation for investment structuring services is satisfied at a point in time upon the closing of an
investment acquisition, when there is an enforceable right to payment, and control (as well as the risks and rewards)
has been transferred. Determining when control transfers requires management to make judgments that affect the
timing of revenue recognized. Payment is due either on the day of acquisition (current portion) or deferred, as
described above (Note 5). We do not believe the deferral of the fees represents a significant financing component.
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Reimbursable Costs from Affiliates

During their respective offering periods, the Managed Programs reimbursed us for certain costs that we incurred on
their behalf, which consisted primarily of broker-dealer selling commissions, dealer manager fees, organization and
offering costs, marketing costs, and annual distribution and shareholder servicing fees, as applicable. As a result of our
exit from non-traded retail fundraising activities in June 2017, we ceased raising funds on behalf of the Managed
Programs in the third quarter of 2017 and no longer incur these costs. The Managed Programs will continue to
reimburse us for certain personnel and overhead costs that we incur on their behalf, a summary of which is presented
in the table below:

ﬁgg?f;d Payable Description
Personnel and overhead costs, excluding those related to our legal transactions group, our
CPA:17 - senior management, and our investments team, are charged to the CPA REITs based on the
Global and In cash 2Verage of the trailing 12-month aggregate reported revenues of the Managed Programs and
CPA:18 - us, and are capped at 1.0% and 2.0% of each CPA REIT’s pro rata lease revenues for 2018 and
Global 2017, respectively; for the legal transactions group, costs are charged according to a fee
schedule
CWI 1 and Actual expenses incurred, excluding those related to our senior management; allocated
CWI 2 In cash between the CWI REITs based on the percentage of their total pro rata hotel revenues for the

most recently completed quarter
CCIF and Actual expenses incurred, excluding those related to their investment management team and
CCIF Feeder Incash senior management team, prior to our resignation as the advisor to CCIF, effective September
Funds 11,2017 (Note 1)
CESH1 In cash Actual expenses incurred

Distributions of Available Cash

We are entitled to receive distributions of up to 10% of the Available Cash (as defined in the respective partnership
agreements) from the operating partnerships of each of the Managed REITs, payable quarterly in arrears. We are
required to pay 20% and 25% of such distributions to the subadvisors of CWI 1 and CWI 2, respectively.

Back-End Fees and Interests in the Managed Programs

Under our advisory agreements with certain of the Managed Programs, we may also receive compensation in
connection with providing liquidity events for their stockholders. For the Managed REITsS, the timing and form of
such liquidity events are at the discretion of each REIT’s board of directors. Therefore, there can be no assurance as to
whether or when any of these back-end fees or interests will be realized. Such back-end fees or interests may include
disposition fees, interests in disposition proceeds, and distributions related to ownership of shares or limited
partnership units in the Managed Programs.

Other Transactions with Affiliates

Loans to Affiliates

From time to time, our Board has approved the making of secured and unsecured loans from us to certain of the
Managed Programs, at our sole discretion, with each loan at a rate equal to the rate at which we are able to borrow

funds under our Senior Unsecured Credit Facility (Note 10), generally for the purpose of facilitating acquisitions or
for working capital purposes.
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The following table sets forth certain information regarding our loans to affiliates (dollars in thousands):
Maximum Principal

Loan Outstanding
(a)
Interest Rate at Maturity Date at June 30, 2018 Amoun} Balance at
June 30, 2018 Authorized
Managed Program at June 30 June 30, December
& & 201‘; 2018 31,2017
CWI1® LIBOR + 1.00% 9/30/2018; 12/31/2018 $100,000 $41,637 $68,637
CESHI® LIBOR + 1.00% 5/3/2019; 5/9/2019 35,000 14,461 14,461
CPA:18 — Global N/A N/A 50,000 — —
CWI2 N/A N/A 25,000 —

$56,098 $ 83,098

@ Amounts exclude accrued interest of $1.8 million and $0.9 million at June 30, 2018 and December 31, 2017,
respectively.
(b) LIBOR means London Interbank Offered Rate.

Other

At June 30, 2018, we owned interests ranging from 3% to 90% in jointly owned investments in real estate, including a
jointly controlled tenancy-in-common interest in several properties, with the remaining interests generally held by
affiliates. In addition, we owned stock of each of the Managed REITs and limited partnership units of CESH I. We
consolidate certain of these investments and account for the remainder under the equity method of accounting or at
fair value (Note 7).

Note 4. Land, Buildings and Improvements
Land, Buildings and Improvements — Operating Leases
Land and buildings leased to others, which are subject to operating leases, and real estate under construction, are

summarized as follows (in thousands):
June 30, December 31,

2018 2017
Land $1,109,427 $1,125,539
Buildings and improvements 4,456,810 4,208,907
Real estate under construction 43,382 39,772

Less: Accumulated depreciation (671,504 ) (613,543 )
$4,938,115 $4,760,675

During the six months ended June 30, 2018, the U.S. dollar strengthened against the euro, as the end-of-period rate for
the U.S. dollar in relation to the euro decreased by 2.8% to $1.1658 from $1.1993. As a result of this fluctuation in
foreign exchange rates, the carrying value of our Land, buildings and improvements subject to operating leases
decreased by $44.8 million from December 31, 2017 to June 30, 2018.

Depreciation expense, including the effect of foreign currency translation, on our buildings and improvements subject

to operating leases was $36.6 million and $35.8 million for the three months ended June 30, 2018 and 2017,
respectively, and $73.9 million and $71.2 million for the six months ended June 30, 2018 and 2017, respectively.
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Acquisitions of Real Estate

During the six months ended June 30, 2018, we entered into the following investments, which were deemed to be real
estate asset acquisitions, at a total cost of $357.3 million, including land of $30.7 million, buildings of $281.0 million
(including capitalized acquisition-related costs of $1.7 million), net lease intangibles of $50.6 million, and net other
liabilities assumed of $5.0 million:

an investment of $6.1 million for a warehouse facility in Sellersburg, Indiana, on February 21, 2018;

an investment of $79.1 million for one warehouse facility in Waukesha, Wisconsin, and two retail facilities in
Appleton and Madison, Wisconsin, on March 15, 2018;
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an investment of $85.5 million for a manufacturing facility in Bessemer, Alabama, on June 5, 2018; the property was
acquired as part of a nonmonetary transaction in exchange for 23 manufacturing facilities in various locations in the
United States and Canada leased to the same tenant; this swap was recorded based on the fair value of the property
acquired and was a non-cash investing activity (Note 15); and

an investment of $186.6 million for 14 logistics facilities and one office building in various locations in Denmark on
June 28, 2018. In addition, we recorded an estimated deferred tax liability of $33.2 million, with a corresponding
increase to the asset value, since we assumed the tax basis of the acquired portfolio.

The acquired net lease intangibles are comprised of in-place lease intangible assets totaling $50.1 million, which have
a weighted-average expected life of 22.4 years, and an above-market rent intangible asset of $0.5 million, which has
an expected life of 14.3 years.

Dollar amounts are based on the exchange rates of the foreign currencies on the dates of activity, as applicable.
Real Estate Under Construction

During the six months ended June 30, 2018, we capitalized real estate under construction totaling $34.5 million. The
number of construction projects in progress with balances included in real estate under construction was four and five
as of June 30, 2018 and December 31, 2017, respectively. Aggregate unfunded commitments totaled approximately
$131.6 million and $147.9 million as of June 30, 2018 and December 31, 2017, respectively.

During the six months ended June 30, 2018, we completed the following construction projects, at a total cost of $38.2
million, of which $23.8 million was capitalized during 2017:

an expansion project at an education facility in Houston, Texas, in January 2018 at a cost totaling $21.1 million,
including capitalized interest;

a build-to-suit project for an industrial facility in Zawiercie, Poland, in April 2018 at a cost totaling $11.4 million,
including capitalized interest;

arenovation project at two industrial facilities in Albemarle and Old Fort, North Carolina, in April 2018 at a cost
totaling $2.2 million; and

& renovation project at an industrial facility in Chicago, Illinois, in June 2018 at a cost totaling $3.5 million.

During the six months ended June 30, 2018, we committed to fund an aggregate of $20.0 million (based on the
exchange rate of the euro at June 30, 2018) for an expansion project for an existing tenant at a warehouse facility in
Rotterdam, the Netherlands. We currently expect to complete the project in the third quarter of 2019.

Dollar amounts are based on the exchange rates of the foreign currencies on the dates of activity, as applicable.
Dispositions of Properties

During the six months ended June 30, 2018, we sold five properties and completed a nonmonetary transaction, which
included the disposition of 23 properties in exchange for the acquisition of one property (as described in Acquisitions
of Real Estate above), all of which were classified as Land, buildings and improvements subject to operating leases.
As a result, the carrying value of our Land, buildings and improvements subject to operating leases decreased by

$86.3 million from December 31, 2017 to June 30, 2018.

Future Dispositions of Real Estate
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As of June 30, 2018, one of our tenants had exercised its option to repurchase the property it is leasing for $8.0
million, but there can be no assurance that such repurchase will be completed. At June 30, 2018, this property had an
aggregate asset carrying value of $6.1 million.
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Land, Buildings and Improvements — Operating Properties

At June 30, 2018 and December 31, 2017, Land, buildings and improvements attributable to operating properties
consisted of our investments in one hotel and two hotels, respectively. In April 2018, we sold one hotel, and as a
result, the carrying value of our Land, buildings and improvements attributable to operating properties decreased
by $33.2 million from December 31, 2017 to June 30, 2018 (Note 15). Below is a summary of our Land, buildings and
improvements attributable to operating properties (in thousands):

June 30, December 31,

2018 2017
Land $3,874 $ 6,041
Buildings and improvements 38,413 77,006
Less: Accumulated depreciation (7,493 ) (16,419 )

$34,794  $ 66,628

Depreciation expense on our buildings and improvements attributable to operating properties was $0.4 million and
$1.1 million for the three months ended June 30, 2018 and 2017, respectively, and $1.5 million and $2.1 million for
the six months ended June 30, 2018 and 2017, respectively.

Note 5. Finance Receivables

Assets representing rights to receive money on demand or at fixed or determinable dates are referred to as finance
receivables. Our finance receivables portfolio consists of our Net investments in direct financing leases, note
receivable, and deferred acquisition fees. Operating leases are not included in finance receivables as such amounts are
not recognized as assets in the consolidated financial statements.

Net Investments in Direct Financing Leases

Interest income from direct financing leases, which was included in Lease revenues in the consolidated financial
statements, was $16.9 million and $16.3 million for the three months ended June 30, 2018 and 2017, respectively, and
$34.1 million and $32.5 million for the six months ended June 30, 2018 and 2017, respectively.

During the six months ended June 30, 2018, the U.S. dollar strengthened against the euro, resulting in a $11.2 million
decrease in the carrying value of Net investments in direct financing leases from December 31, 2017 to June 30, 2018.
During the six months ended June 30, 2018, we sold a property accounted for as a direct financing lease that had a net
carrying value of $5.1 million.

Note Receivable

At June 30, 2018 and December 31, 2017, we had a note receivable with an outstanding balance of $9.6 million and
$10.0 million, respectively, representing the expected future payments under a sales type lease, which was included in
Other assets, net in the consolidated financial statements. Earnings from our note receivable are included in Lease
termination income and other in the consolidated financial statements.

Deferred Acquisition Fees Receivable
As described in Note 3, we earn revenue in connection with structuring and negotiating investments and related

mortgage financing for the CPA REITs. A portion of this revenue is due in equal annual installments over three years.
Unpaid deferred installments, including accrued interest, from the CPA REITs were included in Due from affiliates in
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Credit Quality of Finance Receivables
We generally invest in facilities that we believe are critical to a tenant’s business and therefore have a lower risk of

tenant default. At both June 30, 2018 and December 31, 2017, none of the balances of our finance receivables were
past due. There were no material modifications of finance receivables during the six months ended June 30, 2018.
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We evaluate the credit quality of our finance receivables utilizing an internal five-point credit rating scale, with one
representing the highest credit quality and five representing the lowest. A credit quality of one through three indicates
a range of investment grade to stable. A credit quality of four through five indicates a range of inclusion on the watch
list to risk of default. The credit quality evaluation of our finance receivables is updated quarterly. We believe the
credit quality of our deferred acquisition fees receivable falls under category one, as the CPA REITs are expected to
have the available cash to make such payments.

A summary of our finance receivables by internal credit quality rating, excluding our deferred acquisition fees
receivable, is as follows (dollars in thousands):
Number of Tenants / Obligors at ~ Carrying Value at

Internal Credit Quality Indicator June 30, 2018 December 31, 2017 June 30, December 31,

2018 2017
1-3 26 24 $631,831 $ 608,101
4 6 8 83,394 123,477
5 _ _ _ _

$715,225 $ 731,578
Note 6. Goodwill and Other Intangibles

We have recorded net lease, internal-use software development, and trade name intangibles that are being amortized
over periods ranging from one year to 40 years. In addition, we have several ground lease intangibles that are being
amortized over periods of up to 99 years. In-place lease and below-market ground lease (as lessee) intangibles, at cost
are included in In-place lease and other intangible assets in the consolidated financial statements. Above-market rent
intangibles, at cost are included in Above-market rent intangible assets in the consolidated financial statements.
Accumulated amortization of in-place lease, below-market ground lease (as lessee), and above-market rent intangibles
is included in Accumulated depreciation and amortization in the consolidated financial statements. Internal-use
software development and trade name intangibles are included in Other assets, net in the consolidated financial
statements. Below-market rent, above-market ground lease (as lessee), and below-market purchase option intangibles
are included in Below-market rent and other intangible liabilities, net in the consolidated financial statements.

Goodwill within our Owned Real Estate segment decreased by $1.9 million during the six months ended June 30,
2018 due to foreign currency translation adjustments, from $580.4 million as of December 31, 2017 to $578.5 million
as of June 30, 2018. Goodwill within our Investment Management segment was $63.6 million as of June 30, 2018,
unchanged from December 31, 2017.
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Intangible assets, intangible liabilities, and goodwill are summarized as follows (in thousands):

June 30, 2018 December 31, 2017

Gross. Accumulated Net . Gross. Accumulated Net .

Carrying .. Carrying Carrying .. Carrying
Amortization Amortization

Amount Amount Amount Amount

Finite-Lived Intangible Assets
i‘:;‘;“al'“se software development ¢\ 755 $9265 ) $9490  $18649  $(7.862 ) $10,787
Trade name 3,975 (798 ) 3,177 3,975 (401 ) 3,574

22,730 (10,063 ) 12,667 22,624 (8,263 ) 14,361
Lease Intangibles:

In-place lease 1,208,904 (462,113 ) 746,791 1,194,055 (421,686 ) 772,369
Above-market rent 631,977 (302,227 ) 329,750 640,480 (276,110 ) 364,370
Below-market ground lease 18,379 (2,060 ) 16,319 18,936 (1,855 ) 17,081

1,859,260 (766,400 ) 1,092,860 1,853,471 (699,651 ) 1,153,820
Indefinite-Lived Goodwill and

Intangible Assets
Goodwill 642,060 — 642,060 643,960 — 643,960
Below-market ground lease 958 — 958 985 — 985
643,018 — 643,018 644,945 — 644,945
Total intangible assets $2,525,008 $(776,463 ) $1,748,545 $2,521,040 $(707,914 ) $1,813,126
Finite-Lived Intangible Liabilities
Below-market rent $(133,535 ) $52,530 $(81,005 ) $(135,704 ) $48,657 $(87,047 )
Above-market ground lease (13,176 ) 3,350 (9,826 ) (13,245 ) 3,046 (10,199 )
(146,711 ) 55,880 (90,831 ) (148,949 ) 51,703 (97,246 )
Indefinite-Lived Intangible
Liabilities
Below-market purchase option (16,711 ) — (16,711 ) (16,711 ) — (16,711 )
Total intangible liabilities $(163,422 ) $55,880 $(107,542 ) $(165,660 ) $51,703 $(113,957 )

Net amortization of intangibles, including the effect of foreign currency translation, was $39.0 million and $38.0
million for the three months ended June 30, 2018 and 2017, respectively, and $77.7 million and $75.7 million for the
six months ended June 30, 2018 and 2017, respectively. Amortization of below-market rent and above-market rent
intangibles is recorded as an adjustment to Lease revenues; amortization of internal-use software development, trade
name, and in-place lease intangibles is included in Depreciation and amortization; and amortization of above-market
ground lease and below-market ground lease intangibles is included in Property expenses, excluding reimbursable
tenant costs.

Note 7. Equity Investments in the Managed Programs and Real Estate

We own interests in certain unconsolidated real estate investments with the Managed Programs and also own interests
in the Managed Programs. 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) or at fair value by electing the equity
method fair value option available under GAAP.
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The following table presents Equity in earnings of equity method investments in the Managed Programs and real
estate, which represents our proportionate share of the income or losses of these investments, as well as certain
adjustments related to amortization of basis differences related to purchase accounting adjustments (in thousands):
Three Months Six Months Ended
Ended June 30, June 30,
2018 2017 2018 2017
Distributions of Available Cash (Note 3) $8,776  $10,728 $19,278 $22,521
Proportionate share of equity in earnings of equity investments in the 1.167 1.603 3.030 3.802
Managed Programs
Amortization of basis differences on equity method investments in the
Managed Programs
Total equity in earnings of equity method investments in the Managed

914 ) @324 ) (1,312 ) (614 )

9,029 12,007 20,996 25,709

Programs

Equity in earnings of equity method investments in real estate 4,084 4,216 7,987 7,160
Amortization of basis differences on equity method investments in real estate (555 ) (495 ) (1,100 ) (1,367 )
Total equity in earnings of equity method investments in real estate 3,529 3,721 6,887 5,793

Equity in earnings of equity method investments in the Managed Programs
and real estate $12,558 $15,728 $27,883 $31,502

Managed Programs

We own interests in the Managed Programs and account for these interests under the equity method because, as their
advisor, we do not exert control over, but we do have the ability to exercise significant influence on, the Managed
Programs. Operating results of the Managed Programs are included in the Investment Management segment.

The following table sets forth certain information about our investments in the Managed Programs (dollars in
thousands):
% of Outstanding Interests Owned at Carrying Amount of Investment at

Fund June 30,2018 December3l 30,0018  December 31,

2017 2017

CPA:17 — Global® 4.571 % 4.186 % $ 133,843 $ 125,676
CPA:17 — Global operating partnership 0.009 % 0.009 D — —
CPA:18 — Global® 3.000 % 2.540 % 33,008 28,433
CPA:18 — Global operating partnership 0.034 % 0.034 % 209 209
CWI1® 2.597 % 2.119 % 33,095 26,810
CWI 1 operating partnership 0.015 % 0.015 % 186 186
CWI2® 2.304 % 1.786 % 21,018 16,495
CWI 2 operating partnership 0.015 % 0.015 % 300 300
CESHI® 2.430 % 2.430 % 3,666 3,299

$ 225,325 $ 201,408

During 2018, we received asset management revenue from the Managed REITs in shares of their common stock,
(a)which increased our ownership percentage in each of the Managed REITs. Effective as of June 1, 2018, we began

receiving asset management revenue from CPA:17 — Global in cash in light of the Proposed Merger (Note 3).
(b)Investment is accounted for at fair value.

CPA:17 — Global — We received distributions from this investment during the six months ended June 30, 2018 and 2017
of $4.9 million and $4.0 million, respectively. We received distributions from our investment in the CPA:17 — Global
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operating partnership during the six months ended June 30, 2018 and 2017 of $11.4 million and $13.8 million,
respectively (Note 3).
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CPA:18 — Global — The carrying value of our investment in CPA:18 — Global at June 30, 2018 includes asset management
fees receivable, for which 119,695 shares of CPA:18 — Global Class A common stock were issued during the third

quarter of 2018. We received distributions from this investment during the six months ended June 30, 2018 and 2017

of $1.2 million and $0.7 million, respectively. We received distributions from our investment in the CPA:18 — Global
operating partnership during the six months ended June 30, 2018 and 2017 of $4.7 million and $3.9 million,

respectively (Note 3).

CWI 1 — The carrying value of our investment in CWI 1 at June 30, 2018 includes asset management fees receivable,
for which 113,184 shares of CWI 1 common stock were issued during the third quarter of 2018. We received
distributions from this investment during the six months ended June 30, 2018 and 2017 of $0.9 million and $0.5
million, respectively. We received distributions from our investment in the CWI 1 operating partnership during the six
months ended June 30, 2018 and 2017 of $1.0 million and $3.2 million, respectively (Note 3).

CWI 2 — The carrying value of our investment in CWI 2 at June 30, 2018 includes asset management fees receivable,
for which 78,215 shares of CWI 2 Class A common stock were issued during the third quarter of 2018. We received
distributions from this investment during the six months ended June 30, 2018 and 2017 of $0.5 million and $0.1
million, respectively. We received distributions from our investment in the CWI 2 operating partnership during the six
months ended June 30, 2018 and 2017 of $2.2 million and $1.6 million, respectively (Note 3).

CESH I — Under the limited partnership agreement we have with CESH I, we paid all organization and offering costs
on behalf of CESH I, and instead of being reimbursed by CESH I for actual costs incurred, we received limited
partnership units of CESH I equal to 2.5% of its gross offering proceeds (Note 3). In connection with the end of active
fundraising by Carey Financial on June 30, 2017, we facilitated the orderly processing of sales in the CESH I offering
through July 31, 2017, which then closed its offering on that date (Note 3). We have elected to account for our
investment in CESH I at fair value by selecting the equity method fair value option available under GAAP. We record
our investment in CESH I on a one quarter lag; therefore, the balance of our equity method investment in CESH I
recorded as of June 30, 2018 is based on the estimated fair value of our equity method investment in CESH I as of
March 31, 2018. We did not receive distributions from this investment during the six months ended June 30, 2018 or
2017.

CCIF — In August 2017, we resigned as the advisor to CCIF, effective as of September 11, 2017 (Note 1). As such, we
reclassified our investment in CCIF (known since October 23, 2017 as GCIF) from Equity investments in the

Managed Programs and real estate to Other assets, net in our consolidated balance sheets and accounted for it under

the cost method, since we no longer shared decision-making responsibilities with the third-party investment partner.
Following our adoption of ASU 2016-01, effective January 1, 2018 (Note 2), we account for our investment in GCIF

at fair value. Our investment in GCIF had a carrying value of $23.8 million and $23.3 million at June 30, 2018 and
December 31, 2017, respectively, and is included in our Investment Management segment. We received distributions
from our equity method investment in CCIF during the six months ended June 30, 2017 of $0.5 million. Following our
resignation as the advisor to CCIF in the third quarter of 2017, distributions of earnings from GCIF are recorded

within Other gains and (losses) in the consolidated financial statements.

At June 30, 2018 and December 31, 2017, the aggregate unamortized basis differences on our equity investments in
the Managed Programs were $66.4 million and $55.2 million, respectively.

Interests in Other Unconsolidated Real Estate Investments

We own equity interests in single-tenant net-leased properties that are generally leased to companies through
noncontrolling interests (i) in partnerships and limited liability companies that we do not control but over which we
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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. Operating results of our unconsolidated real estate investments are included in the Owned Real Estate
segment.
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The following table sets forth our ownership interests in our equity investments in real estate, excluding the Managed
Programs, and their respective carrying values (dollars in thousands):
Carrying Value at

Ownership June 30, December 31,
Lessee Co-owner

Interest 2018 2017
The New York Times Company @ CPA:17 — Global 45% $69,115 $ 69,401
Frontier Spinning Mills, Inc. CPA:17 — Global 40% 24,085 24,153
Beach House JV, LLC ® Third Party N/A 15,105 15,105
ALSO Actebis GmbH © CPA:17 — Global 30% 11,564 12,009
Jumbo Logistiek Vastgoed B.V. © @  CPA:17 — Global 15% 9,670 10,661
Wagon Automotive GmbH ©) CPA:17 — Global 33% 7,700 8,386
Wanbishi Archives Co. Ltd. © CPA:17 — Global 3% 1,058 334

$ 138,297 $ 140,049

In January 2018, this tenant exercised its option to repurchase the property it is leasing from the jointly owned
(a)investment with our affiliate, CPA:17 — Global, for $250.0 million (our proportionate share would be $112.5
million). There can be no assurance that such repurchase will be completed.
(b) This investment is in the form of a preferred equity interest.
(c)The carrying value of this investment is affected by fluctuations in the exchange rate of the euro.
This investment represents a tenancy-in-common interest, whereby the property is encumbered by the debt for
which we are jointly and severally liable. The co-obligor is CPA:17 — Global and the amount due under the
arrangement was approximately $73.3 million at June 30, 2018. Of this amount, $11.0 million represents the
amount we are liable for and is included within the carrying value of the investment at June 30, 2018.
The carrying value of this investment is affected by fluctuations in the exchange rate of the yen. In January 2018,
(e)we contributed $0.7 million to this jointly owned investment in connection with the repayment of the non-recourse
mortgage loan encumbering the investment.

(d)

We received aggregate distributions of $8.6 million and $8.1 million from our other unconsolidated real estate
investments for the six months ended June 30, 2018 and 2017, respectively.

Note 8. 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 a liability in an orderly transaction between market participants at the measurement date.
The guidance establishes a three-tier fair value hierarchy based on the inputs used in measuring fair value. These tiers
are: Level 1, for which quoted market prices for identical instruments are available in active markets, such as money
market funds, equity securities, and U.S. Treasury securities; Level 2, for which there are inputs other than quoted
prices included within Level 1 that are observable for the instrument, such as certain derivative instruments including
interest rate caps, interest rate swaps, foreign currency forward contracts, and foreign currency collars; and Level 3,
for securities that do not fall into Level 1 or Level 2 and for which little or no market data exists, therefore requiring
us to develop our own assumptions.

Items Measured at Fair Value on a Recurring Basis

The methods and assumptions described below were used to estimate the fair value of each class of financial
instrument. For significant Level 3 items, we have also provided the unobservable inputs.
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Money Market Funds — Our money market funds, which are included in Cash and cash equivalents in the consolidated
financial statements, are comprised of government securities and U.S. Treasury bills. These funds were classified as
Level 1 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, foreign currency collars, interest rate swaps, interest
rate caps, and stock warrants (Note 9). The foreign currency forward contracts, foreign currency collars, interest rate
swaps, and interest rate caps were measured at fair value using readily observable market inputs, such as quotations on
interest rates, and were classified as Level 2 as these instruments are custom, over-the-counter contracts with various
bank counterparties that are not traded in an
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active market. The stock warrants were measured at fair value using valuation models that incorporate market inputs
and our own assumptions about future cash flows. We classified these assets as Level 3 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 foreign currency collars and interest rate swaps
(Note 9). These derivative instruments were measured at fair value using readily observable market inputs, such as
quotations on interest rates, and were classified as Level 2 because they are custom, over-the-counter contracts with
various bank counterparties that are not traded in an active market.

Equity Investment in CESH I — We have elected to account for our investment in CESH I, which is included in Equity
investments in the Managed Programs and real estate in the consolidated financial statements, at fair value by

selecting the equity method fair value option available under GAAP (Note 7). We classified this investment as Level 3
because we primarily used valuation models that incorporate unobservable inputs to determine its fair value.

Equity Investment in GCIF — We account for our investment in GCIF, which is included in Other assets, net in the
consolidated financial statements, at fair value (Note 7). We classified this investment as Level 2 because we used a
quoted price from an inactive market to determine its fair value.

We did not have any transfers into or out of Level 1, Level 2, and Level 3 category of measurements during either the
six months ended June 30, 2018 or 2017. Gains and losses (realized and unrealized) recognized on items measured at
fair value on a recurring basis included in earnings are reported within Other gains and (losses) on our consolidated
financial statements, except for gains and losses recognized on our equity investment in CESH I, which are reported
within Other comprehensive (loss) income.

Our other financial instruments had the following carrying values and fair values as of the dates shown (dollars in
thousands):
June 30, 2018 December 31, 2017
Level Carrying Vakwir Value Carrying Valisir Value
Senior Unsecured Notes, net @ ®© 2 $3,018,475 $3,082,974 $2,474,661 $2,588,032
Non-recourse mortgages, net @ ® @ 3 985,666 984,992 1,185,477 1,196,399
Note receivable @ 3 9,637 9,312 9,971 9,639

The carrying value of Senior Unsecured Notes, net (Note 10) includes unamortized deferred financing costs of
(a)$17.4 million and $14.7 million at June 30, 2018 and December 31, 2017, respectively. The carrying value of
Non-recourse mortgages, net includes unamortized deferred financing costs of $1.0 million at both June 30, 2018
and December 31, 2017.
The carrying value of Senior Unsecured Notes, net includes unamortized discount of $12.8 million and $9.9
million at June 30, 2018 and December 31, 2017, respectively. The carrying value of Non-recourse
mortgages, net includes unamortized discount of $1.9 million and $1.7 million at June 30, 2018 and
December 31, 2017, respectively.
We determined the estimated fair value of the Senior Unsecured Notes using observed market prices in an open
market with limited trading volume.
We determined the estimated fair value of these financial instruments using a discounted cash flow model that
estimates the present value of the future loan payments by discounting such payments at current estimated market
(d)interest rates. The estimated market interest rates take into account interest rate risk and the value of the underlying
collateral, which includes quality of the collateral, the credit quality of the tenant/obligor, and the time until
maturity.

(b)

(©)
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We estimated that our other financial assets and liabilities, including amounts outstanding under our Senior Unsecured
Credit Facility (Note 10) but excluding net investments in direct financing leases, had fair values that approximated
their carrying values at both June 30, 2018 and December 31, 2017.
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Items Measured at Fair Value on a Non-Recurring Basis (Including Impairment Charges)

We periodically assess whether there are any indicators that the value of our real estate investments may be impaired
or that their carrying value may not be recoverable. For investments in real estate held for use for which an
impairment indicator is identified, we follow a two-step process to determine whether the investment is impaired and
to determine the amount of the charge. First, we compare the carrying value of the property’s asset group to the future
undiscounted net cash flows that we expect the property’s asset group will generate, including any estimated proceeds
from the eventual sale of the property’s asset group. If this amount is less than the carrying value, the property’s asset
group is considered to be not recoverable. We then measure the impairment charge as the excess of the carrying value
of the property’s asset group over the estimated fair value of the property’s asset group, which is primarily determined
using market information such as recent comparable sales, broker quotes, or third-party appraisals. If relevant market
information is not available or is not deemed appropriate, we perform a future net cash flow analysis, discounted for
inherent risk associated with each investment. We determined that the significant inputs used to value these
investments fall within Level 3 for fair value reporting. As a 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.

During the six months ended June 30, 2018, we recognized impairment charges totaling $4.8 million on two
properties in order to reduce the carrying values of the properties to their estimated fair values, which was $3.9 million
in each case. We recognized an impairment charge of $3.8 million on one of those properties due to a tenant
bankruptcy and likely vacancy, and the fair value measurement for the property was determined by estimating
discounted cash flows using market rent assumptions. We recognized an impairment charge of $1.0 million on the
other property due to a lease expiration and resulting vacancy, and the fair value measurement for the property
approximated its estimated selling price.

We did not recognize any impairment charges during the three or six months ended June 30, 2017.
Note 9. Risk Management and Use of Derivative Financial Instruments
Risk Management

In the normal course of our ongoing business operations, we encounter economic risk. There are four main
components of economic risk that impact us: interest rate risk, credit risk, market risk, and foreign currency risk. We
are primarily subject to interest rate risk on our interest-bearing liabilities, including our Senior Unsecured Credit
Facility and Senior Unsecured Notes (Note 10). 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 or limited
partnership units we hold in the Managed Programs due to changes in interest rates or other market factors. We own
investments in North America, Europe, Australia, and Asia and are subject to risks associated with fluctuating foreign
currency exchange rates.

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 into, and do not plan to enter into, financial instruments for

trading or speculative purposes. In addition to entering into derivative instruments on our own behalf, we may also be
a party to derivative instruments that are embedded in other contracts, and we may be granted common stock warrants
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by lessees when structuring lease transactions, which are considered to be derivative instruments. The primary risks
related to our use of derivative instruments include a counterparty to a hedging arrangement defaulting on its
obligation and a downgrade in the credit quality of a counterparty to such an extent that our ability to sell or assign our
side of the hedging transaction is impaired. While we seek to mitigate these risks by entering into hedging
arrangements with large financial institutions that we deem to be creditworthys, it is possible that our hedging
transactions, which are intended to limit losses, could adversely affect our earnings. Furthermore, if we terminate a
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 a derivative designated, and that qualified, as a cash flow hedge, the effective portion
of the change in fair value of the derivative is recognized in Other comprehensive (loss) income until the hedged item
is recognized in earnings. For a derivative designated, and that qualified, as a net investment hedge, the effective
portion of the change in the fair value and/or
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the net settlement of the derivative is reported in Other comprehensive (loss) income as part of the cumulative foreign
currency translation adjustment. The ineffective portion of the change in fair value of any derivative is immediately
recognized in earnings.

All derivative transactions with an individual counterparty are governed by a master International Swap and
Derivatives Association agreement, which can be considered as a master netting arrangement; however, we report all
our derivative instruments on a gross basis on our consolidated financial statements. At both June 30, 2018 and
December 31, 2017, no cash collateral had been posted nor received for any of our derivative positions.

The following table sets forth certain information regarding our derivative instruments (in thousands):
Asset Derivatives Fdira¥dlte Berivatives Fair Va

Derivatives Designated as Hedging Instruments Balance Sheet Location June 30, Decembedune 30, December
2018 31,2017 2018 31,2017

Foreign currency forward contracts Other assets, net $15,039 $12,737 $— $—

Foreign currency collars Other assets, net 5,899 4,931 — —

Interest rate swaps Other assets, net 1,359 523 — —

Interest rate cap Other assets, net 6 20 — —
Accounts payable,

Foreign currency collars accrued expenses and — — (3,938 ) (6,805 )

other liabilities
Accounts payable,

Interest rate swaps accrued expenses and — — (305 ) (1,108 )
other liabilities

Derivatives Not Designated as Hedging Instruments

Stock warrants Other assets, net 3,886 3,685 — —
Interest rate swap @ Other assets, net 20 19 — —
Total derivatives $26,209 $21,915 $(4,243) $(7,913)

@ This interest rate swap does not qualify for hedge accounting; however, it does protect against fluctuations in
interest rates related to the underlying variable-rate debt.

The following tables present the impact of our derivative instruments in the consolidated financial statements (in
thousands):

Amount of Gain (Loss) Recognized on

Derivatives in Other Comprehensive

(Loss) Income (Effective Portion) ®

Three Months Six Months Ended

Ended June 30, June 30,
Derivatives in Cash Flow Hedging Relationships 2018 2017 2018 2017
Foreign currency collars $9,999  $(8,146 ) $3,850 $(10,604)
Foreign currency forward contracts 3,306 (8,034 ) 142 (11,670 )
Interest rate swaps 414 (20 ) 1,420 529
Interest rate cap 4 ) (15 ) (11 ) 9 )
Derivatives in Net Investment Hedging Relationships ®
Foreign currency forward contracts 1,913 (195 ) 2,316 (4,176 )
Total $15,628 $(16,410) $7,717 $(25,930)
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Amount of Gain (Loss) on
Derivatives Reclassified from
Other Comprehensive (Loss)
Income (Effective Portion)
Three Months Six Months

Derivatives in Cash Flow Hedgin Location of Gain (Loss

Relationships e Recognized in Inc(ome : Ended June 30, Ended June 30,
2018 2017 2018 2017

Foreign currency forward contracts Other gains and (losses) $1,622 $1,692 $2.804 $3,882

Foreign currency collars Other gains and (losses) 167 1,164 574 2,419

Interest rate swaps and cap Interest expense 40 ) 340 ) (251 ) (738 )

Total $1,749 $2,516 $3,127 $5,563

Excludes net gains of $0.4 million and net losses of $0.4 million recognized on unconsolidated jointly owned
(a)investments for the three months ended June 30, 2018 and 2017, respectively, and net gains of $0.3 million and net
losses of $0.6 million for the six months ended June 30, 2018 and 2017, respectively.

(b)The effective portion of the changes in fair value of these contracts are reported in the foreign currency translation
adjustment section of Other comprehensive (loss) income.

Amounts reported in Other comprehensive (loss) income related to interest rate swaps will be reclassified to Interest

expense as interest is incurred on our variable-rate debt. Amounts reported in Other comprehensive (loss) income

related to foreign currency derivative contracts will be reclassified to Other gains and (losses) when the hedged

foreign currency contracts are settled. As of June 30, 2018, we estimate that an additional $0.2 million and $9.2

million will be reclassified as interest expense and other gains, respectively, during the next 12 months.

The following table presents the impact of our derivative instruments in the consolidated financial statements (in
thousands):
Amount of Gain (Loss) on
Derivatives Recognized in

Income

Three Months Six Months
Derivatives Not in Cash Flow Hedging Location of Gain (Loss) Ended June  Ended June
Relationships Recognized in Income 30, 30,

2018 2017 2018 2017
Foreign currency collars Other gains and (losses) $557 $(407) $320 $(493)
Stock warrants Other gains and (losses) (67 ) 67 201 (335 )
Interest rate swaps Other gains and (losses) 2 — 7 9
Foreign currency forward contracts Other gains and (losses) — — (125 ) —
Derivatives in Cash Flow Hedging
Relationships @
Interest rate swaps Interest expense 63 141 213 302
Foreign currency collars Other gains and (losses) 25 2 21 )2
Foreign currency forward contracts Other gains and (losses) — 63 ) — 61 )
Total $580 $(260) $595 $(576)

(a)Relates to the ineffective portion of the hedging relationship.

See below for information on our purposes for entering into derivative instruments.
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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 historically attempted to obtain mortgage financing on a long-term, fixed-rate basis. However, from time
to time, we or our investment partners obtained, and may in the future obtain, variable-rate, non-recourse mortgage
loans and, as a result, we have entered into, and may continue to 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 a loan to a fixed rate, are agreements in which one party exchanges a stream of interest payments for a
counterparty’s stream of cash flow over a 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
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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 and cap that our consolidated subsidiaries had outstanding at June 30, 2018 are summarized as
follows (currency in thousands):
Fair Value at

. Number of Instruments Notional June 30,

Interest Rate Derivatives Amount

2018 @
Designated as Cash Flow Hedging Instruments
Interest rate swaps 10 92,739USD $ 1,054
Interest rate cap 1 30,167EUR 6
Not Designated as Cash Flow Hedging Instruments
Interest rate swap ® 1 2,782 USD 20

$ 1,080

(a)Fair value amounts are based on the exchange rate of the euro at June 30, 2018, as applicable.
(b)This interest rate swap does not qualify for hedge accounting; however, it does protect against fluctuations in
interest rates related to the underlying variable-rate debt.

Foreign Currency Forward Contracts and Collars

We are exposed to foreign currency exchange rate movements, primarily in the euro and, to a lesser extent, the British
pound sterling, the Danish krone, the Australian dollar, and certain other currencies. We manage foreign currency
exchange rate movements by generally having our debt service obligations in the same local currencies as our rental
revenues. This reduces our overall exposure to the net cash flow. However, we are subject to foreign currency
exchange rate movements to the extent that there is a difference in the timing and amount of the rental obligation and
the debt service. Realized and unrealized gains and losses recognized in earnings related to foreign currency
transactions are included in Other gains and (losses) in the consolidated financial statements.

In order to hedge certain of our foreign currency net cash flow exposures, we enter into foreign currency forward
contracts and collars. A foreign currency forward contract is a commitment to deliver a certain amount of currency at
a certain price on a specific date in the future. A foreign currency collar consists of a written call option and a
purchased put option to sell the foreign currency at a range of predetermined exchange rates. By entering into forward
contracts and holding them to maturity, we are locked into a future currency exchange rate for the term of the contract.
A foreign currency collar guarantees that the exchange rate of the currency will not fluctuate beyond the range of the
options’ strike prices. Our foreign currency forward contracts and foreign currency collars have maturities of 77
months or less.

The following table presents the foreign currency derivative contracts we had outstanding at June 30, 2018, which
were designated as cash flow hedges (currency in thousands):
Fair Value at

. . Number of Instruments Notional June 30,
Foreign Currency Derivatives Amount 2018
Designated as Cash Flow Hedging Instruments
Foreign currency forward contracts 16 55,077 EUR $ 10,530
Foreign currency collars 31 40,750 GBP 4,394
Foreign currency collars 31 102,775EUR (2,433 )
Foreign currency forward contracts 6 7,565 AUD 521
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Designated as Net Investment Hedging Instruments

Foreign currency forward contracts
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2 1,070 GBP 271
2 68,999 AUD 3,717
$ 17,000
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Credit Risk-Related Contingent Features

We measure our credit exposure on a counterparty basis as the net positive aggregate estimated fair value of our
derivatives, net of any collateral received. No collateral was received as of June 30, 2018. At June 30, 2018, our total
credit exposure and the maximum exposure to any single counterparty was $19.7 million and $14.5 million,
respectively.

Some of the agreements we have with our derivative counterparties contain cross-default provisions that could trigger
a declaration of default on our derivative obligations if we default, or are capable of being declared in default, on
certain of our indebtedness. At June 30, 2018, we had not been declared in default on any of our derivative
obligations. The estimated fair value of our derivatives in a net liability position was $4.3 million and $8.1 million at
June 30, 2018 and December 31, 2017, respectively, which included accrued interest and any nonperformance risk
adjustments. If we had breached any of these provisions at June 30, 2018 or December 31, 2017, we could have been
required to settle our obligations under these agreements at their aggregate termination value of $4.5 million and $8.4
million, respectively.

Net Investment Hedges

We have had three issuances of euro-denominated senior notes, each with a principal amount of €500.0 million, which
we refer to as the 2.0% Senior Notes, 2.25% Senior Notes, and 2.125% Senior Notes (Note 10). The 2.0% Senior
Notes, 2.25% Senior Notes, and a portion of the 2.125% Senior Notes are designated as, and are effective as,
economic hedges of our net investments in foreign entities. Exchange rate variations impact our financial results
because the financial results of our foreign subsidiaries are translated to U.S. dollars each period, with the effect of
exchange rate variations being recorded in Other comprehensive (loss) income as part of the cumulative foreign
currency translation adjustment. As a result, changes in the value of our euro borrowings under our 2.0% Senior
Notes, 2.25% Senior Notes, and a portion of our 2.125% Senior Notes related to changes in spot rates will be reported
in the same manner as foreign currency translation adjustments, which are recorded in Other comprehensive (loss)
income as part of the cumulative foreign currency translation adjustment.

At June 30, 2018, we also had foreign currency forward contracts that were designated as net investment hedges, as
discussed in “Derivative Financial Instruments” above.

Note 10. Debt
Senior Unsecured Credit Facility

On February 22, 2017, we entered into the Third Amended and Restated Credit Facility, or the Credit Agreement,
which provided for a $1.5 billion unsecured revolving credit facility, or our Unsecured Revolving Credit Facility, a
€236.3 million term loan, or our Term Loan, and a $100.0 million delayed draw term loan, or our Delayed Draw Term
Loan, which we refer to collectively as the Senior Unsecured Credit Facility. The Delayed Draw Term Loan allows
for borrowings in U.S. dollars, euros, or British pounds sterling. We refer to our Term Loan and Delayed Draw Term
Loan collectively as the Unsecured Term Loans.

As of December 31, 2017, we had drawn down our Unsecured Term Loans in full. On March 7, 2018, we repaid and
terminated our Unsecured Term Loans in full for €325.0 million (equivalent to $403.6 million), using a portion of the
proceeds from the issuance of the 2.125% Senior Notes, as described below. In connection with the repayments, we
recognized a non-cash loss on extinguishment of debt of $1.4 million, which was included in Other gains and (losses)
in the consolidated financial statements.
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The maturity date of the Unsecured Revolving Credit Facility is February 22, 2021. We have two options to extend
the maturity date of the Unsecured Revolving Credit Facility by six months, subject to the conditions provided in the
Credit Agreement. The Unsecured Revolving Credit Facility is being used for working capital needs, for acquisitions,
and for other general corporate purposes.

The Credit Agreement also permits (i) a sub-limit for up to $1.0 billion under the Unsecured Revolving Credit Facility
to be borrowed in certain currencies other than U.S. dollars, (ii) a sub-limit for swing line loans of up to $75.0 million
under the Unsecured Revolving Credit Facility, and (iii) a sub-limit for the issuance of letters of credit under the
Unsecured Revolving Credit Facility in an aggregate amount not to exceed $50.0 million. The aggregate principal
amount (of revolving and term loans) available under the Credit Agreement may be increased up to an amount not to
exceed the U.S. dollar equivalent of $2.35 billion, subject to the conditions to increase provided in the Credit
Agreement.
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At June 30, 2018, our Unsecured Revolving Credit Facility had unused capacity of $1.1 billion. We incur a facility fee
of 0.20% of the total commitment on our Unsecured Revolving Credit Facility.

The following table presents a summary of our Senior Unsecured Credit Facility (dollars in thousands):

Principal
Outstanding
Balance at

June 30, December
2018 31,2017

Interest Rate at  Maturity Date at June 30,
June 30, 2018 @ 2018
Senior Unsecured Credit Facility

Unsecured Revolving Credit Facility:
Unsecured Revolving Credit Facility — borrowing inEURIBOR +

euros ® 1.00% 2/22/2021 $201,917$111,775
Unsecured Revolving Credit Facility — borrowing i
U.S. dollars "LIBOR + 1.00% 2/22/2021 195,000 105,000

396,917 216,775
Unsecured Term Loans ©):

Term Loan — borrowing in euré® N/A N/A — 283,425

Delayed Draw Term Loan — borrowing in euros ~ N/A N/A — 106,348
— 389,773
$396,917$606,548

@ The applicable interest rate at June 30, 2018 was based on the credit rating for our Senior Unsecured Notes of
BBB/Baa2.

(b) EURIBOR means Euro Interbank Offered Rate.

(c)On March 7, 2018, we repaid and terminated our Unsecured Term Loans in full, as described above.

( d)Balance excludes unamortized discount of $1.2 million and unamortized deferred financing costs of $0.2 million at
December 31, 2017.

Senior Unsecured Notes

As set forth in the table below, we have senior unsecured notes outstanding with an aggregate principal balance
outstanding of $3.0 billion at June 30, 2018. We refer to these notes collectively as the Senior Unsecured Notes. On
March 6, 2018, we completed a public offering of €500.0 million of 2.125% Senior Notes, at a price of 99.324% of par
value, issued by our wholly owned subsidiary, WPC Eurobond B.V., which are guaranteed by us. These 2.125%
Senior Notes have a nine-year term and are scheduled to mature on April 15, 2027.

Interest on the Senior Unsecured Notes is payable annually in arrears for our euro-denominated notes and
semi-annually for U.S. dollar-denominated notes. The Senior Unsecured Notes can be redeemed at par within three
months of their respective maturities, or we can call the notes at any time for the principal, accrued interest, and a
make-whole amount based upon the applicable government bond yield plus 30 to 35 basis points. The following table
presents a summary of our Senior Unsecured Notes outstanding at June 30, 2018 (currency in millions):

Principal
Original Effective Outstanding
Balance at
Price of Issue Interest
Senior Unsecured Issue Date Principal Par DiscountRate Coupon Maturity June 30, December
Notes, net @ u Amount Value Rate Date 2018 31,2017
2.0% Senior Notes 1/21/2015 €500.0 99.220% $ 46 2.107 % 2.0 % 1/20/2023 $582.9 $599.7
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4.6% Senior Notes 3/14/2014 $500.0
2.25% Senior Notes 1/19/2017 €500.0
4.0% Senior Notes 1/26/2015 $450.0

4.25% Senior Notes 9/12/2016 $350.0
2.125% Senior Notes 3/6/2018 €500.0

99.639% $ 1.8
99.448% $ 2.9
99.372% $ 2.8
99.682% $ 1.1
99.324% $ 4.2

4.645 % 4.6 % 4/1/2024
2332 % 2.25 % 7/19/2024
4.077 % 4.0 % 2/1/2025
4.290 % 4.25 % 10/1/2026
2208 % 2.125% 4/15/2027

500.0
582.9
450.0
350.0
582.9

500.0
599.7
450.0
350.0

$3,048.7 $2,499.4

Aggregate balance excludes unamortized deferred financing costs totaling $17.4 million and $14.7 million, and

(a)unamortized discount totaling $12.8 million and $9.9 million, at June 30, 2018 and December 31, 2017,

respectively.
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Proceeds from the issuances of each of these notes were used primarily to partially pay down the amounts then
outstanding under the senior unsecured credit facility that we had in place at that time and/or to repay certain
non-recourse mortgage loans. In connection with the offering of the 2.125% Senior Notes in March 2018, we incurred
financing costs totaling $4.3 million during the six months ended June 30, 2018, which are included in Senior
Unsecured Notes, net in the consolidated financial statements and are being amortized to Interest expense over the
term of the 2.125% Senior Notes.

Covenants

The Credit Agreement and each of the Senior Unsecured Notes include customary financial maintenance covenants
that require us to maintain certain ratios and benchmarks at the end of each quarter. The Credit Agreement also
contains various customary affirmative and negative covenants applicable to us and our subsidiaries, subject to
materiality and other qualifications, baskets, and exceptions as outlined in the Credit Agreement. We were in
compliance with all of these covenants at June 30, 2018.

We may make unlimited Restricted Payments (as defined in the Credit Agreement), as long as no non-payment default
or financial covenant default has occurred before, or would on a pro forma basis occur as a result of, the Restricted
Payment. In addition, we may make Restricted Payments in an amount required to (i) maintain our REIT status and
(ii) as a result of that status, not pay federal or state income or excise tax, as long as the loans under the Credit
Agreement have not been accelerated and no bankruptcy or event of default has occurred.

Obligations under the Unsecured Revolving Credit Facility may be declared immediately due and payable upon the
occurrence of certain events of default as defined in the Credit Agreement, including failure to pay any principal when
due and payable, failure to pay interest within five business days after becoming due, failure to comply with any
covenant, representation or condition of any loan document, any change of control, cross-defaults, and certain other
events as set forth in the Credit Agreement, with grace periods in some cases.

Non-Recourse Mortgages

At June 30, 2018, our non-recourse mortgage notes payable bore interest at fixed annual rates ranging from 2.0% to
7.8% and variable contractual annual rates ranging from 3.3% to 6.9%, with maturity dates ranging from July 2018 to
June 2027.

Repayments During the Six Months Ended June 30, 2018

During the six months ended June 30, 2018, we prepaid non-recourse mortgage loans totaling $164.9 million,
including $12.5 million encumbering properties that were disposed of during the six months ended June 30, 2018.
Amounts are based on the exchange rate of the related foreign currency as of the date of repayment, as applicable. In
addition, during the six months ended June 30, 2018, we repaid a non-recourse mortgage loan at maturity with a
principal balance of approximately $9.5 million. The weighted-average interest rate for these non-recourse mortgage
loans on their respective dates of repayment was 2.5%.

Repayments During the Six Months Ended June 30, 2017

In January 2017, we repaid two international non-recourse mortgage loans at maturity with an aggregate principal
balance of approximately $243.8 million encumbering a German investment (comprised of certain properties leased to
Hellweg Die Profi-Baumirkte GmbH & Co. KG), which is jointly owned with our affiliate, CPA:17 — Global. In
connection with this repayment, CPA:17 — Global contributed $90.3 million, which was accounted for as a contribution
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from a noncontrolling interest. Amounts are based on the exchange rate of the euro as of the date of repayment. The
weighted-average interest rate for these mortgage loans on the date of repayment was 5.4%. During the six months
ended June 30, 2017, we repaid additional non-recourse mortgage loans at maturity with an aggregate principal
balance of approximately $16.8 million.

During the six months ended June 30, 2017, we prepaid non-recourse mortgage loans totaling $100.6 million,
including $18.5 million encumbering a property that was sold in January 2017. Amounts are based on the exchange
rate of the related foreign currency as of the date of repayment, as applicable. The weighted-average interest rate for
these non-recourse mortgage loans on their respective dates of prepayment was 5.3%.
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Foreign Currency Exchange Rate Impact

During the six months ended June 30, 2018, the U.S. dollar strengthened against the euro, resulting in an aggregate
decrease of $55.8 million in the aggregate carrying values of our Non-recourse mortgages, net, Senior Unsecured
Credit Facility, and Senior Unsecured Notes, net from December 31, 2017 to June 30, 2018.

Scheduled Debt Principal Payments

Scheduled debt principal payments during the remainder of 2018, each of the next four calendar years following
December 31, 2018, and thereafter through 2027 are as follows (in thousands):

Years Ending December 31, Total @
2018 (remainder) $54,925
2019 94,524

2020 221,023
2021 556,381
2022 240,755
Thereafter through 2027 3,266,523
Total principal payments 4,434,131
Unamortized deferred financing costs (18,430 )
Unamortized discount, net (® (14,643 )
Total $4,401,058

(a)Certain amounts are based on the applicable foreign currency exchange rate at June 30, 2018.
Represents the unamortized discount on the Senior Unsecured Notes of $12.8 million in aggregate and unamortized
(b)discount of $1.9 million in aggregate primarily resulting from the assumption of property-level debt in connection
with business combinations completed in prior years.

Note 11. Commitments and Contingencies

At June 30, 2018, we were not involved in any material litigation. 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 a material adverse
effect on our consolidated financial position or results of operations.

Note 12. Restructuring and Other Compensation

Expenses Recorded During 2017

In June 2017, our Board approved a plan to exit all non-traded retail fundraising activities carried out by our
wholly-owned broker-dealer subsidiary, Carey Financial, as of June 30, 2017 (Note 1). As a result, we incurred
non-recurring charges to exit our fundraising activities, consisting primarily of severance costs. During the six months

ended June 30, 2017, we recorded $7.1 million of severance and benefits and $0.6 million of other related costs,
which are all included in Restructuring and other compensation in the consolidated financial statements.
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Note 13. Stock-Based Compensation and Equity
Stock-Based Compensation

We maintain several stock-based compensation plans, which are more fully described in the 2017 Annual Report.
There have been no significant changes to the terms and conditions of any of our stock-based compensation plans or
arrangements during the six months ended June 30, 2018. During the six months ended June 30, 2018 and 2017, we
recorded stock-based compensation expense of $11.9 million and $10.0 million, respectively. Approximately $4.2
million of the stock-based compensation expense recorded during the six months ended June 30, 2018 was attributable
to the modification of restricted share units, or RSUs, and performance share units, or PSUs, in connection with the
retirement of our former chief executive officer.

Restricted and Conditional Awards

Nonvested restricted share awards, or RSAs, RSUs, and PSUs at June 30, 2018 and changes during the six months
ended June 30, 2018 were as follows:

RSA and RSU Awards PSU Awards
Weighted-Average Weighted-Average
Shares Grant Date Shares  Grant Date
Fair Value Fair Value
Nonvested at January 1, 2018 324,339 § 61.43 281,299 $ 74.57
Granted @ 123,812 64.37 75,864  75.81

Vested ® (168,699) 61.90 (66,632 ) 76.96
Forfeited (2,916 ) 61.71 (3,098 ) 76.49
Adjustment (© — 35,499 75.36

Nonvested at June 30, 2018 @ 276,536 $ 62.46 322,932 $ 78.69
The grant date fair value of RSAs and RSUs reflect our stock price on the date of grant on a one-for-one basis. The
grant date fair value of PSUs was determined utilizing (i) a Monte Carlo simulation model to generate an estimate
(a)of our future stock price over the three-year performance period and (ii) future financial performance projections.
To estimate the fair value of PSUs granted during the six months ended June 30, 2018, we used a risk-free interest
rate of 2.2%, an expected volatility rate of 17.2%, and assumed a dividend yield of zero.
The grant date fair value of shares vested during the six months ended June 30, 2018 was $15.6 million. Employees
have the option to take immediate delivery of the shares upon vesting or defer receipt to a future date pursuant to
previously made deferral elections. At June 30, 2018 and December 31, 2017, we had an obligation to issue
871,306 and 1,140,632 shares, respectively, of our common stock underlying such deferred awards, which is
recorded within Total stockholders’ equity as a Deferred compensation obligation of $36.0 million and $46.7
million, respectively.
Vesting and payment of the PSUs is conditioned upon certain company and/or market performance goals being met
during the relevant three-year performance period. The ultimate number of PSUs to be vested will depend on the
(c)extent to which the performance goals are met and can range from zero to three times the original awards. As a
result, we recorded adjustments at June 30, 2018 to reflect the number of shares expected to be issued when the
PSUs vest.
At June 30, 2018, total unrecognized compensation expense related to these awards was approximately $22.5
million, with an aggregate weighted-average remaining term of 2.0 years.

(b)

(d)
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Earnings Per Share

Under current authoritative guidance for determining earnings per share, all nonvested 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. Certain of our
nonvested RSUs and RSAs contain rights to receive non-forfeitable distribution equivalents or distributions,
respectively, and therefore we apply the two-class method of computing earnings per share. The calculation of
earnings per share below excludes the income attributable to the nonvested participating RSUs and RSAs from the
numerator and such nonvested shares in the denominator. The following table summarizes basic and diluted earnings
(in thousands, except share amounts):

Three Months Ended  Six Months Ended June

June 30, 30,

2018 2017 2018 2017
Net income attributable to W. P. Carey $75,681 $64,318 $140,955 $121,802
Net income attributable to nonvested participating RSUs and RSAs (97 ) (204 ) (180 ) (386 )
Net income — basic and diluted $75,584 $64,114 $140,775 $121,416
Weighted-average shares outstanding — basic 108,059,3947,668,218 108,058,671107,615,644
Effect of dilutive securities 175,540 114,986 184,392 185,674
Weighted-average shares outstanding — diluted 108,234,9347,783,204 108,243,06307,801,318

For the three and six months ended June 30, 2018 and 2017, there were no potentially dilutive securities excluded
from the computation of diluted earnings per share.

At-The-Market Equity Offering Program

On March 1, 2017, we filed a prospectus supplement with the SEC pursuant to which we may offer and sell shares of
our common stock from time to time, up to an aggregate gross sales price of $400.0 million, through a continuous
“at-the-market,” or ATM, offering program with a consortium of banks acting as sales agents. During both the three and
six months ended June 30, 2018, we did not issue any shares of our common stock under our ATM program. During
both the three and six months ended June 30, 2017, we issued 329,753 shares of our common stock under our ATM
program at a weighted-average price of $67.82 per share for net proceeds of $21.9 million. As of June 30, 2018,

$376.6 million remained available for issuance under our ATM program.

Noncontrolling Interests
Acquisition of Noncontrolling Interest

On May 24, 2017, we acquired the remaining 25% interest in an international jointly owned investment (which we
already consolidated) from the noncontrolling interest holders for €2, bringing our ownership interest to 100%. No gain
or loss was recognized on the transaction. We recorded an adjustment of approximately $1.8 million to Additional
paid-in capital in our consolidated statement of equity for the six months ended June 30, 2017 related to the difference
between the consideration transferred and the carrying value of the noncontrolling interest related to this investment.
The property owned by the investment was sold on May 26, 2017 and we recognized a gain on sale of less than $0.1
million.

69



Edgar Filing: W. P. Carey Inc. - Form 10-Q

Redeemable Noncontrolling Interest

We account for the noncontrolling interest in our subsidiary, W. P. Carey International, LLC, or WPCI, held by a third
party as a redeemable noncontrolling interest, because, pursuant to a put option held by the third party, we had an
obligation to redeem the interest at fair value, subject to certain conditions. This obligation was required to be settled
in shares of our common stock. On October 1, 2013, we received a notice from the holder of the noncontrolling
interest in WPCI regarding the exercise of the put option, pursuant to which we were required to purchase the third
party’s 7.7% interest in WPCI. Pursuant to the terms of the related put agreement, the value of that interest was
determined based on a third-party valuation as of October 31, 2013, which is the end of the month that the put option
was exercised. In March 2016, we issued 217,011 shares of our common stock to the
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holder of the redeemable noncontrolling interest, which had a value of $13.4 million at the date of issuance, pursuant
to a formula set forth in the put agreement. Through the date of this Report, the third party has not formally transferred
his interests in WPCI to us pursuant to the put agreement because of a dispute regarding any amounts that may still be
owed to him.

The carrying value of our redeemable noncontrolling interest was $1.0 million as of June 30, 2018, unchanged from
December 31, 2017.

Reclassifications Out of Accumulated Other Comprehensive Loss
The following tables present a reconciliation of changes in Accumulated other comprehensive loss by component for

the periods presented (in thousands):
Three Months Ended June 30, 2018

Gains

and Foreign Gains and

(Losses) Currency

. (Losses) on Total

on Translation Investments

DerivativeAdjustments

Instruments
Beginning balance $783 $(230,288 ) $ 267 $(229,238)
Other comprehensive loss before reclassifications 15,822 (39,815 ) (58 ) (24,051 )
Amounts reclassified from accumulated other comprehensive loss to:
Other gains and (losses) (1,789 ) — — (1,789 )
Interest expense 40 — — 40
Total (1,749 ) — — (1,749 )
Net current period other comprehensive loss 14,073 (39,815 ) (58 ) (25,800 )
Net current 'perl.od other comprehensive loss attributable to ’ 7.634 o 7.636
noncontrolling interests
Ending balance $14,858 $(262,469 ) $ 209 $(247,402)

Three Months Ended June 30, 2017

Gains

and Foreign Gains and

(Losses) Currency

. (Losses) on Total

on Translation Investments

DerivativeAdjustments

Instruments
Beginning balance $41,259 $(287,150 ) $ (343 ) $(246,234)
Other comprehensive income before reclassifications (14,115 ) 27,957 (73 ) 13,769
Amounts reclassified from accumulated other comprehensive loss to:
Other gains and (losses) 2,856 ) — — (2,856 )
Interest expense 340 — — 340
Total 2,516 ) — — 2,516 )
Net current period other comprehensive income (16,631 ) 27,957 (73 ) 11,253
Net current 'peri.od other comprehensive gain attributable to 3 (8.675 ) — 8.667 )
noncontrolling interests
Ending balance $24,636 $(267,868 ) $ (416 ) $(243,648)

71



W. P. Carey 6/30/2018 10-Q — 39

Edgar Filing: W. P. Carey Inc. - Form 10-Q

72



Edgar Filing: W. P. Carey Inc. - Form 10-Q

Notes to Consolidated Financial Statements (Unaudited)

Six Months Ended June 30, 2018

Gains

and Foreign Gains and

(Losses) Currency

. (Losses) on Total

on Translation Investments

DerivativeAdjustments

Instruments
Beginning balance $9,172  $(245,022 ) $ (161 ) $(236,011)
Other comprehensive loss before reclassifications 8,808 (21,299 ) 370 (12,121 )
Amounts reclassified from accumulated other comprehensive loss to:
Other gains and (losses) (3,378 ) — — (3,378 )
Interest expense 251 — — 251
Total (3,127 ) — — (3,127 )
Net current period other comprehensive loss 5,681 (21,299 ) 370 (15,248 )
Net current .peri.od other comprehensive loss attributable to 5 3.852 o 3.857
noncontrolling interests
Ending balance $14,858 $(262,469 ) $ 209 $(247,402)

Six Months Ended June 30, 2017

Gains

and Foreign Gains and

(Losses) Currency

. (Losses) on Total

on Translation Investments

DerivativeAdjustments

Instruments
Beginning balance $46,935 $(301,330 ) $ (90 ) $(254,485)
Other comprehensive income before reclassifications (16,741 ) 42,707 (326 ) 25,640
Amounts reclassified from accumulated other comprehensive loss to:
Other gains and (losses) (6,301 ) — — (6,301 )
Interest expense 738 — — 738
Total 5,563 ) — — 5,563 )
Net current period other comprehensive income (22,304 ) 42,707 (326 ) 20,077
Net current .peri.od other comprehensive gain attributable to 5 (9.245 ) — 9240 )
noncontrolling interests
Ending balance $24,636 $(267,868 ) $ (416 ) $(243,648)

See Note 9 for additional information on our derivatives activity recognized within Other comprehensive (loss)
income for the periods presented.

Distributions Declared

During the second quarter of 2018, our Board declared a quarterly distribution of $1.020 per share, which was paid on
July 16, 2018 to stockholders of record on June 29, 2018.

During the six months ended June 30, 2018, we declared distributions totaling $2.035 per share.

Note 14. Income Taxes

73



Edgar Filing: W. P. Carey Inc. - Form 10-Q

We elected to be treated as a REIT and believe that we have been organized and have operated in such a manner to
maintain our qualification as a REIT for federal and state income tax purposes. As a REIT, we are generally not
subject to corporate level federal income taxes on earnings distributed to our stockholders. Since inception, we have
distributed at least 100% of our taxable income annually and intend to do so for the tax year ending December 31,
2018. Accordingly, we have not included any provisions for federal income taxes related to the REIT in the
accompanying consolidated financial statements for the three and six months ended June 30, 2018 and 2017.

Certain of our subsidiaries have elected TRS status. A TRS may provide certain services considered impermissible for

REITs and may hold assets that REITs may not hold directly. We also own real property in jurisdictions outside the
United States
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through foreign subsidiaries and are subject to income taxes on our pre-tax income earned from properties in such
countries. The accompanying consolidated financial statements include an interim tax provision for our TRSs and
foreign subsidiaries, as necessary, for the three and six months ended June 30, 2018 and 2017. Current income tax
expense was $3.2 million and $3.8 million for the three months ended June 30, 2018 and 2017, respectively, and $9.4
million and $8.1 million for the six months ended June 30, 2018 and 2017, respectively.

Our TRSs and foreign subsidiaries are subject to U.S. federal, state, and foreign income taxes. As such, deferred tax
assets and liabilities are established for temporary differences between the financial reporting basis and the tax basis
of assets and liabilities at the enacted tax rates expected to be in effect when the temporary differences reverse. A
valuation allowance for deferred tax assets is provided if we believe that it is more likely than not that we will not
realize the tax benefit of deferred tax assets based on available evidence at the time the determination is made. A
change in circumstances may cause us to change our judgment about whether the tax benefit of a deferred tax asset
will more likely than not be realized. We generally report any change in the valuation allowance through our income
statement in the period in which such changes in circumstances occur. The majority of our deferred tax assets relate to
the timing difference between the financial reporting basis and tax basis for stock-based compensation expense. The
majority of our deferred tax liabilities relate to differences between the tax basis and financial reporting basis of the
assets acquired in acquisitions in which the tax basis of such assets was not stepped up to fair value for income tax
purposes. Provision for income taxes included deferred income tax (expense) benefits of $(3.0) million and $1.4
million for the three months ended June 30, 2018 and 2017, respectively, and $9.1 million and $6.9 million for the six
months ended June 30, 2018 and 2017, respectively. Benefit from income taxes for the six months ended June 30,
2018 included a deferred tax benefit of approximately $6.2 million as a result of the release of a deferred tax liability
that was no longer required due to a change in tax classification relating to a property holding company.

Note 15. Property Dispositions

We have an active capital recycling program, with a goal of extending the average lease term through reinvestment,
improving portfolio credit quality through dispositions and acquisitions of assets, increasing the asset criticality factor
in our portfolio, and/or executing strategic dispositions of assets. We may make a decision to dispose of a property
when it is vacant as a 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. We may also sell a property when we receive an unsolicited offer or
negotiate a price for an investment that is consistent with our strategy for that investment. When it is appropriate to do
so, we classify the property as an asset held for sale on our consolidated balance sheet. All property dispositions are
recorded within our Owned Real Estate segment.

2018 — During the three and six months ended June 30, 2018, we sold two and seven properties, respectively, for total
proceeds of $42.0 million and $77.7 million, respectively, net of selling costs, and recognized a net gain on these sales
totaling $5.6 million and $12.3 million, respectively. Disposition activity included the sale of one of our two hotel
operating properties in April 2018 (Note 4). In addition, in June 2018, we completed a nonmonetary transaction, in
which we disposed of 23 properties in exchange for the acquisition of one property leased to the same tenant. This
swap was recorded based on the fair value of the property acquired of $85.5 million, which resulted in a net gain of
$6.3 million, and was a non-cash investing activity (Note 4).

2017 — During the three and six months ended June 30, 2017, we sold five properties, and six properties and a parcel of
vacant land for total proceeds of $19.6 million and $43.8 million, respectively, net of selling costs, and recognized a

net gain on these sales of $3.5 million and $3.5 million, respectively. In addition, in January 2017, we transferred
ownership of two international properties and the related non-recourse mortgage loan, which had an aggregate asset
carrying value of $31.3 million and an outstanding balance of $28.1 million (net of $3.8 million of cash held in escrow
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that was retained by the mortgage lender), respectively, on the dates of transfer, to the mortgage lender, resulting in a
net loss of less than $0.1 million.
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Note 16. Segment Reporting

We evaluate our results from operations through our two major business segments: Owned Real Estate and Investment
Management. The following tables present a summary of comparative results and assets for these business segments
(in thousands):

Owned Real Estate
Three Months Ended Six Months Ended
June 30, June 30,
2018 2017 2018 2017

Revenues
Lease revenues $162,634 $158,255 $325,847 $314,036
Reimbursable tenant costs 5,733 5,322 11,952 10,543
Operating property revenues @ 4.865 8,223 12,083 15,203
Lease termination income and other 680 2,247 1,622 3,007
173,912 174,047 351,504 342,789
Operating Expenses
Depreciation and amortization 63,374 61,989 128,294 123,511
General and administrative 10,599 7,803 22,664 16,077
Property expenses, excluding reimbursable tenant costs 8,908 10,530 18,807 20,640
Reimbursable tenant costs 5,733 5,322 11,952 10,543
Merger and other expenses 2,692 1,000 2,655 1,073
Stock-based compensation expense 1,990 899 6,296 2,853
Impairment charges — — 4,790 —

93,296 87,543 195,458 174,697
Other Income and Expenses

Interest expense (41,311 ) (42,235 ) (79,385 ) (84,192 )
Equity in earnings of equity method investments in real estate 3,529 3,721 6,887 5,793
Other gains and (losses) 9,630 (1,371 ) 6,743 (1,331 )
(28,152 ) (39,885 ) (65,755 ) (79,730 )
Income before income taxes and gain on sale of real estate 52,464 46,619 90,291 88,362
(Provision for) benefit from income taxes (1,317 ) (3,731 ) 2,216 (5,185 )
Income before gain on sale of real estate 51,147 42,888 92,507 83,177
Gain on sale of real estate, net of tax 11,912 3,465 18,644 3,475
Net Income from Owned Real Estate 63,059 46,353 111,151 86,652
Net income attributable to noncontrolling interests (3,743 ) (2,813 ) (6,535 ) (5,154 )

Net Income from Owned Real Estate Attributable to W. P. Carey $59,316  $43,540 $104,616 $81,498

Operating property revenues are comprised of (i) $0.9 million and $4.4 million for the three months ended June 30,
2018 and 2017, respectively, and $4.8 million and $8.2 million for the six months ended June 30, 2018 and 2017,
respectively, generated from a hotel in Memphis, Tennessee, and (ii) $4.0 million and $3.8 million for the three
months ended June 30, 2018 and 2017, respectively, and $7.2 million and $7.0 million for the six months ended
June 30, 2018 and 2017, respectively, generated from a hotel in Bloomington, Minnesota. The hotel in Memphis,
Tennessee, was sold in April 2018 (Note 15).

(a)
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Investment Management
Three Months Six Months
Ended June 30, Ended June 30,
2018 2017 2018 2017

Revenues

Asset management revenue $17,268 $17,966 $34,253 $35,333
Reimbursable costs from affiliates 5,537 13,479 10,841 39,179
Structuring revenue 4,426 14,330 6,165 18,164
Dealer manager fees — 1,000 — 4,325
Other advisory revenue — 706 190 797

27,231 47,481 51,449 97,798
Operating Expenses

General and administrative 5,843 9,726 12,361 19,876
Reimbursable costs from affiliates 5,537 13,479 10,841 39,179
Subadvisor fees 1,855 3,672 3,887 6,392

Stock-based compensation expense 1,708 2,205 5,621 7,161
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