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Ticker: WPC
Price: $29.94 (close 03/10/2008)

Recommendation: BUY
Price Target: $36.00

Earningsy/Share
Mar. Jun. Sept. Dec. Y ear P/E

Ratio

2005A $0.00 $0.00 $0.00 $0.00 $1.21 24.7x

2006A 0.29 0.44 0.36 111 $2.24 134

2007A 0.28 1.01 0.53 0.15 $2.08 14.4

2008E 0.26E 0.49E 0.37E 0.84E $2.26E 12.2E

Highlights

We recommended a BUY rating for W. P. Carey & Co., L.L.C. (WPC) with a current fair
market price of $36.00 per share based on DCF and peer comparable valuation: Looking at
the company as two distinct parts, we believe this stock currently trades at an 8.4x EBITDA
multiple for the Investment Management portion, with a peer average of 11.8x, and 8.4x EBITDA
multiple for Real Estate Operations, with a peer average of 15.8x. We believe WPC should trade
at least at its respective peer group average, due to the company’s positive attributes of cost
efficiency and solid asset and lease revenue growth.

Key catalysts for earnings growth include international property acquisitions, an ability to
raise fundsin a difficult market environment and the recognition of WPC by the market as a
low risk defensive stock: WPC has a focused strategy of diversifying its portfolio through sale
leaseback transactions in the real estate markets of the United States, Europe and the Emerging
Markets. The company demonstrates an ability to raise money in a challenging market
environment and will be recognized by investors as a defensive investment instrument with its
prudent risk profile.

Internal Synergies are a Hidden Gem: WPC is not valued appropriately by the market, which
may not see the hidden value the company derives from its combination of distinct Investment
Management and Real Estate Operations segments. A “sum of the parts’ analysis, which viewed
the company as two separate pieces, revealed underlying value for the entire company that is much
higher than its market value.
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I nvestment Summary

We are placing a BUY rating on the stock W.P Carey & Co., LLC (WPC), with a 12-month price target of
$36.00, which would provide a 20% capital gain, along with a dividend yield of 6.3%. We believe
comparable valuation of 8.4x EBITDA multiple for the Investment Management Operations and 8.4x
EBITDA multiple for Real Estate Operations provides a compelling opportunity. Our favorable investment
outlook is supported by the following analysis.

Undiscovered Counter-Cyclical Defensive Play

During a past economic downturn during the 18 months following March 2001, shares of WPC increased
over 28% while revenue increased over 19%. In the same period the Dow Jones and S& P 500 indices fell
19% and 28%, respectively. We attribute WPC's strength to steady long term growth potential from
Investment Management revenue, prudent risk management and steady lease revenue from its real estate
portfolio. WPC is an undiscovered defensive stock with attractive multiples, consistent dividend payout and
low beta sensitivity to the market.

Baby BoomersWant It: High Yield investment with a Reduced Risk Profile

With a consistent dividend, a disciplined strategy focused on capital preservation and an ability to mitigate
default risk, WPC exhibits the risk profile of a higher yielding fixed income bond. Thistype of investment is
attractive to investors such as retiring Baby Boomers, who require prudent investment products providing
consistent income.

L ease Opportunitiesin Frontier Markets Provide Growth Opportunities

An increasing popularity by European corporations to use sale leaseback arrangements as a financing
method, along with a favorable European regulatory environment, provides WPC with a frontier market with
tremendous market volume potential. WPC is an early mover in international net leasing, and focused on
international acquisition since the inception of the CPA:16-Global REIT fund offering. Recent
announcements included a $14 million sale leaseback acquisition from OBI, the German DIY Retailer in
2008, again demonstrating their capability of completing international deals.

Intrinsic Operating Synergy Offers WPC a Distinct Advantage

With a proven track record in completing sale leaseback transactions year after year, WPC's two business
units of Investment Management and Real Estate Operations derive both financial and operating synergies.
These synergies give WPC a competitive advantage, creating value through cross-organization support that
stems from a shared investment evaluation process and flexible asset allocation arrangements.

Valuation

Price Target

Using two different methods to derive a target price for each of WPC's two distinct business revenue
streams, Investment Management and Real Estate Operations, we determined that the total return for WPC
will be 26.5%, including a dividend yield of 6.3%. We derived this from both a Discounted Cash Flow
(DCF) analysis which yielded a rounded target price $35.50, and a comparable company valuation, which
yielded a rounded target price $36.50. By taking the average of the two, we arrived at a target price of
$36.00.

Figure 1: “Sum of Parts’ Analysis Using DCF and Compar able Company Valuation.

Target Investment Real Estate
Market Price | =| Management | +| Operations
DCF: $35.50 = $2250 $13.00
Comparable Comp any Valuatio n: $36.50 = $26.00 + $10.50
Average (rounded): $36.00
Current Share Price: §29.594 {asof 311008)
Dividend 1yr HPR
DCF Percent Difference 202% + 5.3% = 2653

Sowrcer Studert Estimates
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DCF Model

The Discounted Cash Flow (DCF) model uses a five-year forecasted EBITDA from our earnings model,
where depreciation and amortization are subtracted. The resulting EBIT is taxed to derive an after tax EBIT
amount, and depreciation is then added back to derive unlevered free cash flow. Cash flows were discounted
by WACC of 7.4% which was derived by WPC’s cost of debt of 4%, cost of capital of 8.3% and a beta of
0.6. (See Appendix 1)

The Investment Management DCF intrinsic value is $22.50. Key assumptions for our DCF analysis is
revenue growth of 10% and average free cash flow growth of 16%, both through 2012. Finally, our
valuation utilizes aterminal value of $909 million, which is based on a 9x multiple of 2012 EBITDA. Based
on this analysis we believe WPC' s Investment Management segment is underpriced.

The Real Estate Operations DCF intrinsic value is $13.00. We are projecting average revenue growth of
6.1% through 2012, a five-year CAGR of 8%, due to constant increases in lease revenues, and other real
estate income. Free cash flow is expected to grow 7.3% through 2012. Finaly, our valuation utilizes a
terminal value of $454 million, which is based on a 6x multiple of 2012 EBITDA. Based on thisanalysiswe
believe WPC's Real Estate Operations segment is underpriced.

Adding the sum of the parts from our DCF analysis, we find that the overall company is underpriced, trading
at a20.2% discount to its current price. (See Appendices G and H)

Multiple Review — I nvestment M anagement

By analyzing the Investment Management side of WPC using TEV to EBITDA, we find it istrading at 8.4x,
which is undervalued compared to its peer average of 11.8x. The relative value of Investment Management
is $26.00 based on a group multiple of 8.4x EBITDA, and could trade at a premium of 11.8x due to fee
growth from increasing Assets Under Management (AUM) and structuring revenue.

Figure 2: Comparable Investment and Asset Management Companies

Stock | Shares | Market |EPS 1yr. TEV TEV /LTM
Sl e price | out | cap | Fwi. | P | TEY | pevenue| EBITDA | “Fpippg
WPC_|WP CAREY & COLLC $29.94 303 1.188]  $1.51] 19.8%] 1451.8 9.9x] 121.124 8%
RJF  [Raymond JamesFin. Inc. $21.68 | 12129 268 $2.07) 10.5x [ A A A
GEL |GAMCO INVESTORS $52.67 | 2808 1.48B] §316| 167 ass8 3.0 9.7 165
NITE [KNIGHT CAPITAL GROUP | $16.23 | 94.59] 1.54B[ $1.32] 123 MNa A NA A
CNg |COHEM & STEERS g24.10 | 41.86] 1.008] F1.51 [ 1604 1.4785 s1x] 1172 7.1
Cormparable Average [ s202[ 138 11477 ] 40] 1020 11 B
EBITDA _TEWEBITDA
Market Multiple: | $2563 | 121124 B4

Sowrce: Capltal i), Yahoo Finance Company Documerts, Student Estimates
Multiple Review — Real Estate Operations

We chose to analyze WPC's Real Estate Operations using a Funds From Operations (FFO) comparable
company vauation, which gave us a relative value of $10.60. The relative value of $10.60 is based on a
group price to FFO multiple of 6.6x and could trade above that level due to future earnings growth potential.
Thus, the market is currently undervaluing WPC Rea Estate Operations at an 8.4x EBITDA multiple
compared to a peer average multiple of 15.8x.

Figure 3: Comparable Real Estate | nvestment Trust Companies

Real Estate Op erations

Number of Price / | TEVILTM
Symbol Name f;ﬁi‘ S';aurfs Mg;m FFO | Shares thFa?e’s (FFO/ | Total LEI;‘:#‘J_"\“
D Diluted Shares) | Revenue
WPC (WP CAREY & COLLC $20.94] 3.3 1.18B| 63,808 39,868.2 | $1.60 18.7 5.6%| 8. 4|
WRE [WWASHREALESTINY TR $33.39) 46.7] 1568 131,700 | 46,1150 | $266 11.7% 105 16,4
MNMN [NATIOMNAL RETAIL PROP §22.41 728 1.638] 188,700 B6,407.5 [ $286 7.8% 14.0x) 17.2%
AFR_|&MERICAN FIN RLTY TR $7.03 1265] 1.010 148800 | B48101 [ $279 34y [
LRP  |LEXINGTON REALTY TRU §15.74) 61.1]  961M|] 237,400 64,9101 $3.66 4.3% 131 14.8¢
LSE |[CAFPLEASE FHDING $8.27| 44.4[ 3I6TM[ 41,000 40,739.0( $1.01 8.2% [Nl A
OLP_|ONE LIBERTY PROP §17.34] 1015 178M| 30852 | 10,0780 | $4.05 4.3x 10.0x 13,80
[Comparable Average | [ 131575  48860.0] §279] BB 112 158
Price FFO/Shr Price/fF O Shares
High $18.71 $1.60 11.7x
Average $10.60 $1.60 6.6
Lot §5.47 $1.60 34%

Source: Capital IR, Yahoo Finance, Company Documents, Student Estimates
NOTE: FFO, a common industry metric used for real estate, is calculated based on Net Income plus Depreciation
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Business Description
Business Model and Company Structure

WP Carey has a fairly unique business model with two mgjor parts: an Investment Management
Oper ations segment, which derives revenue from managing four non-publicly traded Real Estate Investment
Trusts (REIT), and a Real Estate Operations segment, which manages a diversified portfolio of commercial
properties.

W. P. Carey, LLC
(NYSE: WPC)

Figure4: W. P. Carey Company Structure Diagram
Investment Management

Real Estate Operations ’ﬁ; )
Operations (35% of Total Revenues) WPC Properties

(65% of Total Revenues) 17 Mil. Sqg. Ft.

g (Triple Net Leases)
Weg
ch

D
Corporate Properties Rejyoes
Associates (CPA) REITs 3
(14, 15, 16-Global,
17-Global)
CPA Owned Properties

87 Mil. Sq. Ft.
(Triple Net Leases)

Source: student research, company documents.
Simplified diagram; see Appendix M for full company structure.

Investment Management Oper ations

Investment Management Operations collects management fees from Corporate Property Associate (CPA)
REITs related to structuring and negotiating real estate investments, mortgage financing, and disposition of
REIT-owned assets. This business segment consists of Carey Asset Management, Carey Financial and W. P.
Carey International. The Investment Management business manages an industrially and geographically
diversified portfolio, minimizing risk from concentrated exposure.

Real Estate Operations

The Real Estate Operations portion of the business collects lease payments from a portfolio of triple-net
leased properties, where costs of maintenance, insurance and property taxes are passed to the tenant. The
Real Estate Operations side of WPC receives property allocations from sale leaseback acquisitions sourced
by the independent Investment Committee. The company owns small subset of additional properties as part
of subsidiary operations that own and operate storage unit properties (“Carey Storage”) and a hotel in
Livonia, Michigan (“Livho”).

Business Strategy

WPC uses a business model that seeks to maintain a constant flow of new acquisition targets through triple-
net lease transactions that can easily be replicated, along with a solid execution capability and a balanced
approach. The revenue from Investment Management Operations is accomplished by moving toward
international diversification of their property portfolio and increasing total assets under management of the
CPA REIT funds, which is complimented by steady revenue from the Real Estate Operations side of the
business. WPC also periodically transfers lower-performing assets from REIT funds into the Real Estate
Operation property portfolio, thus preserving the required yield of the CPA REIT funds.

History of the Company

The origins of WP Carey, L.L.C., began in 1973 with W. P. Carey & Co., a company founded by William
Polk Carey, currently Chairman of the Board. Focused on sale-leaseback transactions, the original company
created a novel business model using sale leaseback transactions with an asset management component and
property held in Real Estate Limited Partnerships, the predecessor to REITs. Early failures led to the
company’s conservative approach to evaluating investments. WPC's Investment Management division has a
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track record of solid returns from managing the CPA REITs and with its own portfolio of properties. WPC
increased its total assets under management to $1 billion in 1994, $2 billion in 1997, $3.5 billion in 2000 and
$8.2 hillion currently.

Other Headings Relative to Company

All About the Fees: Investment M anagement Model isa Recurring Revenue Stream

The revenue model of WPC’s Investment Management segment is based on fees that are collected from the
CPA REIT funds it manages. The three main components of fees include asset management fees,
structuring fees and property disposition fees.  An integral part of forecasting Investment Management
revenues comes from understanding the past cycles of opening and closing of CPA REIT funds. Based on
these projections, we derived several projections and trends:

The typical lifespan of a CPA REIT fund is 10 to 12 years. CPA:15 will likely end its life cycle in 2009 by
merging with CPA:17-Global, and about 55% of its total assets will be transferred. CPA:17-Global will
acquire assets until 2012, will make major acquisitions occurring in 2009 and 2010 and will meet asset
management performance criteria in 2011. We also project that CPA:17-Global structuring fees have not
been deferred due to difficulty in projecting deferment amounts. (See AppendicesK and L)

Predicting WP Carey’s Futurethrough Internet Domain Name Registrations

Based on an investigation into Internet Domain Name ownership, in addition to all funds from CPAil.com
through CPA17global.com, it appears that WPC aso has domain registrations completed for the domain
names CPA 18.com through CPA32.com. This suggests they are planning to continue the cycle of REIT fund
creation for many years to come. WPC also owns “stayrich.org,” which could be a window into the long-
term vision they hold for themselves and their clients.

Recent Board Appointments Include | ndividuals with Emerging Market and Construction Expertise

Recent board appointments in 2006 and 2007 included several experts in the areas of Real Estate, including
Trevor P. Bond, appointed to the Board of Directors and WPC's Investment Committee in 2007, was co-
founder of Credit Suisse's real estate equity group which managed approximately $3 hillion of rea estate
assets. He has past experience with business projects in China, and is fluent in mandarin. Charles E.
Parente, appointed to the board in 2006, is also a member of the Board of Directors of Sordoni Construction
Services, Inc., acommercia construction and real estate development company. These appointments could
signal expansion into emerging markets, creating additional business and growth opportunities for WPC.

Industry Overview and Competitive Positioning
Industry Overview: Investment and Asset M anagement

We see positive trends for asset managers who specialize in offering REITs. The total market capitalization
of publicly listed REITs worldwide reached $764 hillion this year, reflecting a growth of more than 20% as
compared with the market capitalization of $608 billion last year.!

Industry Overview: Real Estate Operations

With commercial Real Estate companies that focus on Sale leasebacks and hold long-term net lease
agreements, we see a favorable outlook. Solid balance sheets, high occupancy levels, and credit worthy
tenants, qualities that that can fare well during market downturns, are the hallmarks of these organizations.
WPC has similar characteristics, falls into this class of companies, and benefits from these favorable industry
factors.

1. Ernst and Y oung 2007 Global REIT Report
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Competitive Positioning: Investment and Asset M anagement

WPC, with a cost efficient structure and resulting high profit margins, gains a competitive advantage over its
peers. WPC has a very low amount of Assets Under Management (AUM), but manages to have the highest
pre-tax profit margin against its competitors. WPC achieves this result by keeping operating expenses very
low compared to competitors who have twice the amount of operating expenses.

Figure5: Industry Profit Margin Compar ables

Investment Management

Asset Asset Dl || G || s D Pre Taz

symbol Name Mgmt. | Mgme | Momt | Under | Momt | MgmtPre | "o oo
Revenue | Expenses FIUEE |- [k ey UEE3) Margin

Eamigns | (AUM) AUM AUM
WPC WP CAREY & COLLC $146 4§55 $117 $8.207 | 1.77% 1.41% 79.8%
RJF [Raymond JamesFin. Inc. §235) §174 $61) $37,109 | 0.63% 0.16% 25.8%
GBL |GAMCO INVESTORS $262 A A 27,300 | 0.95% [NA A

MITE |KMIGHT CAPITAL GROUP $2145) F140 575 $4,200| 512% 1.78% 34.8%
CMNS  [COHEM & STEERS 174 184 (53] $29.896 | 0.58% (0.01%:) (1.9%)
[Comparahle Average | $221 F166 | $44 [ $24,626] 1.82% [ 064% [ 19.55% |

Sowrce: Capltal 13, Yahoo Finance, Cormpany Documernts, Student Estimates

Accessto Alternative Financing Arrangements

WPC gains a competitive advantage as alternative lenders, such as insurance companies and pension funds,
often seek to provide non-recourse loans in exchange for cash flow yields secured by triple net leased
property. WPC benefits from these aternative financing arrangements and is thus distanced from banks,
hedge funds, LBO debt and structured investment products that are suffering in the current credit contraction
environment.

In a Prime Position to Increase AUM Resulting From REIT Fundraising

The CPA REIT funds are an attractive product in the current market environment offering a consistent total
return, which is a result of WPC's disciplined investment strategy focused on capital preservation and their
ability to mitigate risk. Thistype of investment is attractive to investors such as retiring Baby Boomers, who
require prudent investment products such as those providing consistent income.

With a continued successful fund inflow into the recently launched CPA:17, WPC isin a prime position to
grow AUM. CPA REIT funds offered a constantly increasing dividend for ten years, from March 1998
through December 2007, regardless of market conditions.

Figure 6: CPA REIT Average Fund Lifetime Return

CPA 14 8.16%
CPA 15 6.78%
CPA 16 6.53%
AVG CPA Return 7.16%

Competitive Positioning: Real Estate Operations

WPC is able to generate above average profit margins compared to its peers from a relatively small amount
income producing property, and further, ROA and ROE are both above the industry average. The company
is able to accomplish thiswith low debt, and WPC has the lowest levels of debt among its peers.

Real Estate Operations also has low expenses from its relationship with the Investment Management side of
the company. Each potentia property acquisition for the CPA REITs is reviewed by the Investment
Committee, which assesses whether deals meet criteria for inclusion in the fund. Real Estate Operationsis
able to option these pre-screened properties, eliminating the costs associated with the sourcing of new
acquisitions. The Investment Management division’s due diligence, incurred by other similar companies as
an additional expense, means each tenant acquired by Real Estate Operations is deemed to be a financially
viable tenant. This, in turn, creates a portfolio of high quality tenants that pose little threat of payment
delinquencies or default. The combined divisions also gain favorable tax treatment by providing additional

NY SSA INVESTMENT RESEARCH CHALLENGE STUDENT RESEARCH
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1031 Exchange opportunities, and from splitting of properties into interests with flexible ownership
arrangements.

Figure 7: Real Estate Operations Profit Margin Comparables

Real Estate Operations

Total
Income |Revenue / Sq.  [Revene/
Producing| Prod. | Profit (Occup.|Ft. (Square

Total
Symbol Name ROA ( ROE | Debt/

E9U% | property | Prop. | Margin | Rate | ®n |Ft.
WPC |WP CAREY &COLLC 38% | 6.7% | 04x $676 14.1% | 40.0% | 97.0% | 17.0 5.6%
VWRE [WASHREALESTING TR [ 6.2% | 11.2% | 23x] 16772 15.2% | 24.21%] 948%| 123] 208«
MMM |NATIONALRETAIL PROF | B8%| B&% | 08  $2056 92% | 836% | 98.0% | 103  183x
AFR[AMERICAN FIN RLTY TR 0.8%) (13.4%)[ 3.3x $2,321 17.6% | 46% | B6.T% | 322 12.8%
LXP_|LEXINGTOMREALTY TRU | 1.6%| 1.7%| 3.0x| §373 10.5% | 10.0% | 96.0% | 455 B.7x
[SE |CAPLEASE FNDING 0.0% | ©01%)] 43x]  §1.115 6.4% | (0.1%)] 99.9% | 104 6.9
OLP_|OME LIBERTY PROF 9% 174%| 1% $315 10.7% | B4.8% | 99.2% | 75 45x

[Comparable Average [31% [ B0% [ 25¢ 1860 116% ] 345% [ 957% [ 187 12.0x
Source: Capltal I3, Yahoo Finance, Campany Documents, Student Estimates

Growth Drivers: Investment and Asset Management

As transaction fees and fees based on AUM represent revenues derived from the CPA REIT funds, growth is
dependent on both the ability of WPC to attract new investors, generate revenue from monies in new CPA
REIT funds and maintain consistently attractive yields. With these factors, WPC will be in a good position
to compete with othersin this space.

Growth Drivers: Real Estate Operations

For WPC, the growth drivers for their triple net lease business relies entirely on the expansion of their
Investment Management business, with the continued success and expansion of WP Carey’s Investment
Management business driving the growth of the Real Estate Operations business. Although open to
opportunistic acquisitions completely independent from the CPA REIT fund Operations, WP Carey is mostly
focused on new properties for their REIT funds.

Financial Analysis
Summary of Revenue Forecast and Ear nings Pr o ections

We forecast that the revenue from Investment Management Operation will grow 10% over the next five
years, while revenue from Real Estate Operations will advance 8% annually over the same period. For 2008,
we forecast that the revenue will reach $146 million on the Investment Management side and $105 million
on the Real Estate side. In our revenue forecast, we project that asset management fees and structuring
revenue will contribute 8% and 2% respectively to the growth the revenue from Investment Management
Operations. The growth of the revenue from Real Estate Operations primarily stems from the growth of
lease revenue, which we expect to grow 8% annually over the next five years. EPSis forecast to grow 9%
annually over the next five years, and is expected to reach $2.26 by the end of 2008.

Earnings Growth Drivers

The key drivers for earnings growth will be an increase in total assets under management, savings from
organizational synergies along with continued low debt leverage.

Assets Under Management Growth

We forecast that the amount of Assets Under Management (AUM) for the CPA REIT funds will increase
10% annually during the next five years. In 2008, the volume of AUM is projected to be $9 billion, and in
2009 the volume is expected to be over $10 billion. Our projections are based on the fact that the total
amount of AUM of the CPA REITs grew at a consistent historical rate of 30% per year, from $749 million in
1999 to $8.2 hillion in 2007. During the past five years, AUM exhibited a smaller growth rate of 15%, and
in light of current weak macroeconomic conditions and a stumbling real estate market, we project a
conservative 10% growth rate for AUM over the next five years. We therefore forecast an 8% growth in
asset management fees and an average 0.3% growth in structuring revenue over the next five years.

NY SSA INVESTMENT RESEARCH CHALLENGE STUDENT RESEARCH
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L ease Revenue Growth

To compliment the growth of revenue streams from Investment Management, we believe Real Estate
Operations revenue will provide a cushion from lease payments and gains from disposition of existing
property. Based on our analysis of Real Estate Operation revenue streams from 2001 to 2007, the revenue
demonstrated a steady annual growth of 8%. As a result of the link between Investment Management and
Real Estate Operations, investments in this side of business are expected to grow at a continued historical
pace, and hence revenue. We forecast total revenue from Real Estate Operations to reach $105 million in
2008, and $112 million in 2009.

Figure 8: Financial Highlights, Investment Management and Real Estate Operations

Investment Management Historical Year Ending December 31, Projected Year Ending December 31,

2005 2006 2007 2008 2009 2010 2011 2012
Total Revenues $82,993 $131,159 $172,392 $147,558 $166,644 $305,797 $195,903 $211,030
Gross Profit 43,535 95,417 117,827 103,290 116,651 214,058 137,132 147,721
EBITDA 48,946 105,683 121,124 106,553 123,248 221,057 140,862 151,614
Net Income 126,528 226,576 290,219 250,848 283,295 519,855 333,036 358,751
Earnings Per Share — Basic $0.66 $1.42 $1.53 $1.34 $1.70 $3.33 $2.30 $2.67
Diluted Earnings Per — Share $0.63 $1.37 $1.46 $1.28 $1.63 $3.19 $2.20 $2.55
Gross Profit Margin 52.5% 72.7% 68.3% 70.0% 70.0% 70.0% 70.0% 70.0%
Real Estate Operations Historical Year Ending December 31, Projected Year Ending December 31,

2005 2006 2007 2008 2009 2010 2011 2012
Total Revenues 75,467 80,306 95,312 104,778 112,327 120,448 129,185 138,586
Gross Profit 51,758 61,660 73,104 79,767 85,514 91,696 98,348 105,505
EBITDA 50,929 67,393 75,620 81,366 87,298 93,699 100,607 108,066
Net Income 23,902 32,973 42,444 40,584 43,873 47,436 51,298 55,486
Earnings Per Share — Basic $0.64 $0.88 $1.12 $1.06 $1.15 $1.24 $1.35 $1.46
Diluted Earnings Per — Share $0.61 $0.84 $1.08 $1.02 $1.10 $1.19 $1.29 $1.39
Gross Profit Margin 68.6% 76.8% 76.7% 76.1% 76.1% 76.1% 76.1% 76.1%

Cost Efficiency

Compared with multi-asset funds, WPC has one of the lowest cost structures within the Asset Management
industry. During the past three years, SG&A of WPC Investment Management Operations trended toward a
lower level than peers, at 30% of revenue against competitor Cohen and Steers, at 75%. This grows from
built in efficiencies, as one management team effectively manages two businesses, leading to a low cost
operating structure. This is evident in Real Estate Operations, where the SG& A expenses only account for
7% of revenue. These findings confirm our assumption of WPC' s ability to realize operating synergy from its
two business units. The simplicity of business model enables WPC to keep staff levels low, currently at
approximately 120 people, and at the same time realize cost efficiencies between Investment Management
and Real Estate Operations. Our forecast projects SG& A to remain at low levels over the next five years, at
30%, 7.3% and 22% for Investment Management, Real Estate Operations and for the overall company,
respectively, though CapEx levels may increase for Real Estate Operationsin 2008. (See Appendix J)

Low Debt Leverage LowersInterest Expenses Resulting in a Healthy Balance Sheet

Compared with its peers in the industry, WPC demonstrated lower debt leverage, with 0.4 average debt-to-
equity ratio over the past four years. In addition, WPC utilized a low risk financing method by relying on
non-recourse loans for triple net lease transactions. We think that this low risk leverage strategy provides
WPC with financial strength, reduces vulnerability of its balance sheet to market volatility, and hence
supports its future growth. Despite the difficult market environment, WPC continues to be active, completing
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four real estate transactions in the first two months of 2008. WPC carefully controls interest expenses, while
benefiting from favorable financing rates. Interest expenses over the past five years were flat, at about 20%
of total revenue, while interest expenses against total outstanding loans decreased slightly, at 6.8% in 2005,
6.5% in 2006 and 6.1% in 2007. Though the Federal Reserve recently cut the target interest rate by 1%, and
is expected to reduce it further, the commercial loan spread recently reached a high 300 basis point level.
Therefore, low interest expenses create an advantage for WPC over its peersin the industry.

I nvestment Risks
Risk to Earnings Growth

In the event of a lease default, losses are absorbed by both the WPC REIT funds and by investors through
lower fund dividends, reducing the REIT fund return, and potentially hampering WPC' s ability to raise funds
in the future. Further down the revenue stream, lower AUM has a direct impact on Investment Management
fee revenue, deteriorating Investment Management earnings. Earnings estimates rely on WPC maintaining a
consistent fee structure in its revenue forecast.

In addition, increasing competition from comparable diversified REIT funds and other similar income fund
investment instruments could potentially pose a risk to WPC, potentially decreasing the fee structure, and
thus driving down Investment Management Revenue.

Legal Risk from Pending SEC Commission Approval

An SEC investigation begun in 2004, settled “in principle” for $30 million in February 2008. However, it is
still pending approval of the full SEC Commission, which could cause the settlement to be subject to change
or rejection. The SEC investigation grew from allegations surrounding payment anomalies with regard to
CPA:15 shareholder dividends and excess underwriting compensation over and above selling commissions
and selected dealer fees in connection with the CPA:15 REIT offering.

While it is the norm for the full SEC Commission to accept a“ settlement ‘in principle,”” in the event that the
settlement is rejected, we estimate a cost closer to $50 million based on comparable settlements in the past
with Morgan Stanley and The Edward Jones Financial Companies, which were settled at $50 million and $75
million, respectively.

Like any other asset management and commercial real estate operation company, WPC carries implicit legal
risk with financial impact stemmed from the normal business operation

Economic Recession Risk for REIT

Slowing US GDP in 2008, a weak projected trend for 2009, along with an increase in unemployment, is
confirming fears of arecession and increases the possibility of tenant |ease defaults. Although WPC holds a
well-diversified portfolio of properties, weakness in consumer spending could impact valuation of retail and
office properties. With the recent increase in residential market defaults, it remains uncertain how much spill-
over to the commercial and industrial market will occur.

Historically, a deterioration of the US economy along with a protracted recession along with a credit
contraction reduces investment activity in the asset management industry. The indirect impact of thisis
slower collection of funds for the CPA:17 REIT, delaying the introduction of the next CPA fund in the
series, CPA:18, and impacting WPC Investment Management revenue.
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Appendix A:

Projected Conscolidated Income Statement for W.P. Carey 8 Co. LLC
Daollars it Thowsam s, excent per shae

2007 - 20
Conzolidaed [ Historical ear Ending D ecember 21, Projected “ear Ending December 31, | CAGR
05 2006 2007 i) e 010 2011 iz
Rewenues
Azzet management revenue 52332 57 6332 22,051 =376 a7 141 =rariie] 112,042 120,325 2%
Structuring revenue 28197 22,8068 TEATS 51,549 55,051 50,732 B5.019 71894 -2%
Ineenthve, termination and subordinated
disposition revenue from mergers a a45,0128 a a a 132,211 a a 0%
Lease rewenues 52,405 9,197 75,4903 ar.204 02,208 00,240 106,829 114,207 9%
Income from equity imvestments in CPAS REITS 2,090 2,806 7191 3,128 3128 3128 3128 3,128 -5
Cther income a7z u] u] u] u] u] u] u] 0%
Cther real estate income 9.90 5,503 12,718 14,447 15,2041 17,484 19,229 21,151 18%
Tt Rewvenues 156 365 206,453 256,538 240,096 2B5,449 411,200 3062247 3E0EE4 i
Operging Expenses
eneral and administrative gq.051 41,376 61,821 54540 0,730 106,425 70,724 TE8AFT
Prowvision for 5 ettle ment u] u] u] u] u] u] u] u]
Property expeans es 5,155 5,934 5,245 7739 8,297 =X} 9,542 10,237
Impairment charges and loan losses 5,704 1,197 1,047 1,153 1,236 1,325 1,421 1,524
Other real estate epenses e v 5,521 7,580 2,964 0,063 2.712 10423 11,181
Totd Operating Expenses E3 BT 54,338 TETT3 71,5336 73,355 125,365 31,710 53,113
Gross Profit 932,201 182,075 173,765 182,210 185,064 286,935 216 537 2325845
Other Income and Expensas
Other irterest income 2,487 3,205 G242 2027 7,404 ] 4031 5,252
hfinority interest in income (260 275 (4,143 {1,107 (1,082) F7a) petecy] 1953
ain on=ale of securities, foreign currenoy
trans actions and other gains, nat 1,209 12,969 2,114 203 2,022 2,038 2032 2022
Totd Other Income'Expenses 4552 15,5933 5813 4,253 8377 8933 5977 £33
EEIT DA 37,7383 168,074 185,578 173063 154 440 294 828 222514 235954 5%
Depreciation and amortization 20,051 25,137 25,543 19,557 20,924 24592 22,002 23933
EEIT TR 142,937 160,035 152212 172517 269,936 158611 215,051
Interest expars e (15,762) C1F096)  (angeny| (e (283 (26253 (FR421) (30765
Sub total before taves E1964 125,921 133,155 130,730 149,254 243678 171,131 184 225
Frovision for income taes (19,205 (95,3860 (E07OSh  (EREdaEn (BE28d (865EZE (AR245) (MEEE)
Incarne From Continuing Operations 42 TEE 20,565 Ta8,443 TasA0 S 8570 183,156 122845 138,558
[Lo=s]inco me from discontinued operdions 30 T3IE 10 B9 u] u] u] u] u]
Met hcane 45 492 51,301 53,098 T2.540 Sl 970 158,156 122,345 173,538 9%
Earnings per share—basic F1249 $2.16 F2.25 F2 06 F2.49 15 F2232 By ala]
Earnings per =hare—diluted F1.19 202 B2 26 wAar F2.38 F2ar7 w203 w280
izighted Aeersge Shares Outstanding
Basic IATEEEERS IF600.020 o EeLT 38T 3B M3.85F FoNM3EST BE|AM3eST BmA13.ew
Criluted 20020809 30,002,207 20862 202 20.8962. 208 309623208 309623200 20263 200 20,862,202

Source: Company Documents, Student Estimates
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Appendix A [continued]: Projected Consolidated I ncome Statement for W. P. Carey and Co., LLC

23 2006 2007 2008 2008 Z0a 2011 202
Marains
Gross Mardgin 29 6% T3T% TO1% TO1% TO1% 59 5% T0.2% TO3%
G& AExpenses 288% 200% 241% 22T% 225 25 5% 2256 22T%
Propetty expensss 30% 29% 30 37% 405 43% 4.6% 49%
Impsirment charges and loan losses 27% 0E% 05% 0E% 0E% 05% 0.7% 07%
Cther red estste expenses 30% 25% 3% 41% 4.4% 4 7% 5.0 S4%
Cither Expense f(Income) a5 % of Sales 289% 7% 25% 20% 3% 22% 1.5 19%
Interest Expensza [10.1%) [5.2%) [5.1%:) 9.3 [9.1%) 5.4%) [9.29%) 9.3%)
Provizion for income taxes [12.3%) [22.10°%) (23.7%) (21 .5%) [20.4%) (20 .5%) [1:5.79%) 13.5%)
EBITC Ak argin G25% g1 4% T23% 721% T32% T17% T2.2% T23%
EBIT Margin 497% B92% B2.4% B38% B5.4% B5 5% B4.5% G5 0%
Met Incame Margin 297% 394% 34.7% 32T 3589 35.5% 39.9% 42 2%
Dregoreci ion and amotization 128% 122% 1000 83% T5% B1% 7.4% 2%
Growgh rates

Resvernue grawvth rates (24 .5%) 320% 2450 (6 .4%) 10E% 24 9% [25.0%:) 73%

Aszat mansgement revenue 14 2% 101% 44.1% 05% 16,05 05% 15.6% 5%

Structuring resenue [16.3%) (20.2%) 247 4% (34 1% 5% 5% G.6% 55%

Incentive, terminstion and subordinged

o spaeition resenue from mergers (100.0%) Dl 5.00% [=fnn - G.00% 500 5.00% 500

Lease revenues 4 5% 105% 9.0% 157% T.0% 0% 7.0 0%

Cither real estae income [21.7%) (14.1%) 49 5% 136% 10,00 100% 10.00% 100%
Cther interest income 128% [5.2%) 107.0°% 42 5%) G5.4% 4 5% [36.29%) 57%
inocne fram equity imestments in red edde (15.7%) [15.7%) 175.59% (56 .5%) 0.0% 00% 0.0RG 00%
Mincrity interest in incame [52.4%) 42% 1, 406.5% [73.3%) [4.0%) [26.5%) RN [3.5%)
Zain on sale of securities, fareign cumency
transadtions and aher gains, net 112% 254 3% (TE.0%) (34 .5%) 0.0% 00% 0.0RG 00%
Effedtive Tax Rde 360% 436% 398% 36.4% 351% 28.7% 24 2%
Footnote: Consalid ating Investment dManagement and Real Estate Operations does
not exacthy mateh WPC conslid ated statement

Footnote: 2007 Normalized to exclude Provision of Settlement of $29.9M and $8.9M in taxes
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Appendix B:

Projected Investment Management Incom e Statement for W. P. Carey & Co. LLC

Dollars iv Thousards, excent per shame

Inrestrnerst Mamageny end

Rewerues
FAsezet management revenus
Structuring rewvenue

Incentive, termination and subordinated disposit
Income from equity investments in CPA&8 REITs

Other Income
Total Revenues

Operating Expenses
General and administrative
Total Operating Expensas

Gross Profit

Cther Income and Expenses
Other interest income
hinority interest in loss (inc ome)
i#ain on 5 ale of securities, foreign currency
transactions and other gains, net
Taotal Other Inco me'Expenses

EEITO A
Depreciation and amartization

EEIT
Provision for income taxes

Ma hcome

Margire
iFross Margin
38h Expenses
EBITCA Margin
EBIT Margin
Met Income hargin

Growth Rate Anabesis
R ewenue gronth rates

#Aszzet management revenus
Structuring revenue

Incentive, termination and subordinated disposit
Inzome from equity irrestments in CPAS REITs

Other Income
Totd Rewenues

Other interest income
Minority interest inincome

a3in on zale of s ecurities, foreign currency trans

EBITLA Gronth rates
EBIT Gromth Rate

EFPS ronth R ate

Met Income Growth Rate

Effective T« Rate

Earnings per share—basic
Earmnings per share—diluted

Footnote: 2007 Normalized to exclude Provision of Settlement of $29.9M and $8.9M in taxes

2008-201¢
[Histarical vear Ending D ecember 31, Frojected ear Ending December 31, CAGR
2005 2006 2007 20 2009 210 2011 2012
52332 57633 23051 53,762 a7 1 [ ] 113,042 120,225 2%
28197 225806 78175 51,599 55,891 60793 E6,019 71,624 -2%
u] 46,012 u] u] u] 12221 u] u] 0%
2092 S002 11,166 11,166 1 IES 11,166 11166 11,166 0%
372 u] u] u] u] u] u] u]
2289z 121,199 172382 145 424 164 262 2015819 180228 203,245 P
30452 a2 S4.855 45,875 52,572 Q5514 B0.272 65,038
39453 35742 54,555 45 875 52,572 95514 E0873 E5,038
43525 25417 117,827 93 |03 111716 205 205 129,355 138,208
3176 23883 5,031 29687 G264 5387 333 3.4
235 f=l=r] (2,73 =] e ] G4 280 06
200 5521 u] Ju] u] Ju] Ju]
5411 10,265 2,297 2,260 E 592 £33 271E 2,878
48345 05 6832 121,124 102 559 118 302 21229 123072 142 024 2%
A0 76492 4,179 2816 2842 T2 4565 4878
43344 92,040 116,545 93,352 114 365 05050 128502 137,208 2%
(18562 (447107 59,125 (50,231 (52,102) (23160 (446, 569457 (41,8927
kot § =) 53330 $57,520 §43 122 FE2 2R $12155E =2 813 95,273 1194
Step Functi
52.5% T2T% G52.3% G2.0% 52.0% 53.0% G2 10% 52.0%
47 5% 27 3% 21.7% Z20% 232.0% Z20% 220% 2.0%
52.0% S0 5% TO3% TO2% T2.0% 70.3% TO0% 59.9%
52.2% T4 % 67.8% G7.8% B0 6% &7 .9% 7 6% E7.5%
29.7% 407 % 235% 335% 27 a% A0.49% 42 5% 6.9 %
(37.8%) 55 0% 31.4% (15.0%:) 12.2% 23.8% 37 0%) G3% 10.1%
14 2% 10.1% 44 1% 0.9% 15.0% 0.5% 156 % B.5% 7.0%
(16.3%) (20 2% 297 4% 341%:) 5.6% 5.6% 5.6% S6% 8.6%
[100.0%) 0.0% 0.0%
2.5% 3.8% E.5%
(123.5%) (100.0%) 0.0% 0.00% 0.00% 0.00% 0.00% 0.00%
[223.080) [108.2%4) 2373% [33.2%0) 24 684 9.2% 24 2% 15.1%4
3.8% 22% 35%
0.32% 0.7% [1.6%) 0.2% 0.2% 0.2% 0.2% 0.2%
2.9% 5.0% 00%
(5470 126 2% 19.3% 15.0%:) 15.1% 79.3% C37T3%0 8%
(54.7%) 126 2% 19.3% (15.0%:) 15.1% 79.3% (37 3% G3%
(4 .9%) 116.3% 7% [15.5%:) 25.8% 05.8% [32.1%:) 15.1%
(96 .6%) 116.1% 2.4% (15.0%:) 8% 295.8% [32.1%) 15.1%
43.1% 45 5% 50.6% S0.6% 45 6% 40.5% 356 % 30.6% (5.0%)
FOES F1.42 F153 F1.29 51623 F3.20 F2. 47 F250 1084
FOE2 .37 F145 F1.22 F1.85 FROG Fe2 .02 Fz.39 1084
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Appendix C:

Projected Schedule for Investment Management ltems for W. P. Carey & Co. LLC

|Hi3tu:uriu:a| “eat Ending December 31, P rojected “ear Ending December 31, |

2003 2008 2007 2003 2009 2010 2011 22
Cther Interest Income, recurting 3,176 2853 B,031
Ceferred interest income from CP A6 53178
Deferred interest income from CP AT 3176 $3178
3176 2,853 2,853 2967 3,086 3,209 3335 347
12.5% [10.2%) 0.0% 4.0% 4 0% 4.0% 4 0% 4.0%
Other Interest Inc ome, recurning

2,967 6,264 6,387 3,338 3,47

Depreciation

Tatal Revenues 824893 13158 172392| 146484 164285 301,919 190225 203243

Crepreciation 5602 T 543 4179 3316 3,943 7248 4 565 4 875
% of Total Revenues B.7% 5.8% 24% 240%  240%  240% 240% 2.40%
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Appendix D:
Projected Real Estate Operations Income Statement forW. P. Carey & Co. LLC

Dollzre iv Thowsard's, edcept oer shae

2007 - 2009
Real Estae Operations [ Historical Wear Ending December 31, Projected rear Ending December 31, | CAGR
2005 ;06 2007 0= 0@ zod0 zodd EOME
Rewenues
Lease rewenues 52476 69,197 75,402 27,204 03302 99,840 08820 114,207 9%
Income from equity inwvestment in CPA8 REITs 2,080 2606 A9 3128 o bt 2128 3,128 2,128 -15%
Other raal estate income 9,901 2,503 12,718 14,445 15,891 17 431 19,228 21,151 11%
Total Rewvenues TH4ET 20,706 95,312 | 1T 11237 1200448 129185 128 806 =L
Operating Expenses
General and administrathee 5523 5,634 7255 7 GE5 2297 2,812 9,451 10,138
Froperty expensas 5,155 5024 5,246 Filic=l 2207 2287 9.5z 10,227
Impairment charges and loan losses 5,704 1,147 1,097 1,153 1,23 1,325 1421 1,524
Other real estate expanses G327 5531 7560 24954 Q053 Q718 10,423 11,181
Total Operading Expenses 23709 18 B4 72,208 25,01 28813 28,751 30,837 33,081
Gross Profit 51,788 E1 g0 73,10 T, 7ET 25514 91 B9 98242 105805 =L
Other Income and Expenses
Other intarest income 211 452 21 == 1} 1,127 1,245 1,594 1,287
Minarity interestin income (4240 1,167 (1,409 (1,400 (13910 032 (1373 (1,380
zain on=ale of securities, foreign currenocy
transactions and other gains, net (=X )] 5,442 2,114 2,022 202 2038 2,028 2,028
Total Other IncomelExpenseas [829) 573z 2,516 1,532 1,7 2,002 2,259 2,861
EEIT DA 504923 7,333 75,620 21,3668 87255 93 /33 100E07 108,086 7o
[repreciation and amortization 14498 17 494 21364 16.3<H 16,981 17 564G 18,337 18,055
EEIT 26480 43,533 54 285 ES 025 T0317 TEO52 82270 89,011 1084
Interest expense (15,785 (17.016) (20,880 (22423 (242630 (262580 (284210 30,76
Sub total before taxes 20712 jejeg= =i q237E 42 G0z 46,055 4975 53843 58245
FProvision for income taxes (536 [aaa)] (1881 (2018 (21583 (2,359 (2551 (2,780
Inzorme From Cortinuing Operstions 20,1688 32,237 bod = 1 404524 43 873 47 43845 51,292 64,485
[La2=s] Income from Discontinued Operations 3736 36 10 649 u] u] u] u] u]
Met Income F2z a0 §3z2 973 42 244 | fa0,524  $43573  F4T7 438 $51,292 $55 49 Ebh
Idargire Step Functio
Gross hargin G5 6% TE.8% TET% TE. A% TE.1% TG 1% FE. 1% TEA%
G&h Expenses A% T.O0% TH% 7.3% % T3 Ta% Ta%
Lease rewvenues 2.2% T5% G 6% 7 A% 7 4% T 4% T.A4% T4%
Income from equity investments in CPA® REIT: T 6% 1.4% 1.4% 1.4% 1.4% 1.1% 1.1% 1.1%
Other real estate income 2.4% T.2% 2% 2.1% 2.1% 2.1% 2.1% 2%
Interest Expensa (20.9%) [21.2%) C219%)  (21.4%)  (2168%)  (21.8%) (Z20%W) [(222%) [0.2%)
EBITL A hargin 57 5% 223.0% TOI% T T FEE=A TTO% F0%
EBIT Margin 45 3% 52.1% 56.9% G2.1% G2 6% B3 1% 3.7 % B2 %
MNetlncome hargin 21.7% H 1% 44 5% 28.T% 29.1% 20.4% 2T % 20.0%
Growdh rates
R evenue growth rates (0.8%) G.4% 187 % 2.0% T2% T2% Ta% T2%
Lease revenues 5% 0.2% Q0% 7.0% 7.00% T.O00% FO00% FO0%
inocme from equity inwvestments in real estate (15.7%) 5.7 %) 17589% [50.0%) 16.0% 6.0 %) AG.0% A6.0%
Cther real estate income (21.7%:) 1% 40 5% | 10.0% 10.0% A0.0% A0.0% A000%
Cther interest income 15.2% 5.3 % 794% 18 4% 158 4% 12.4% 18.4% 18.4%
Minarity interest in income (0.7%) (1.5%) i1 5%j| (0.G%) (0 .G%) (0.6%) (0LG%) [0G%)
#3in ons ale of securities, foreign currenoy
transactions and other gains, net (152.5%)  1,005.9% (517 %) 2.4% 2.4% 2.48% 2.8% 2.4%
EBITD A Gromth rates 2.2% T2.3% 122% T G% 73% T3% T A% TA4%
Netlncome Growth R ate 21.7% 0% 287% 4% 2.1% 2.1% 2.1% 2.2%
Tax 26% 2.0% 47 % 4.7% 4T % 4.7 % 4.7 % 47 %
Earnings pershare—basic .54 Fo.2 F1.12 F1.05 F1.15 F1249 F1.25 F145 5%
Earnings pershare—diluted HOL.81 F0.249 F1.02 F1.02 F1.10 F1.19 F129 F1.39 9%
Funds from Operations [FFO) 38,351 50 467 E3 802 85 925 £0,854 E5,032 BIE35 74541 3%
FFO/# Share F1.02 F1.34 F1.67 F1.499 F1.80 F1.74 F1a3 F195
Adjusted FFO QAwg. FFO from 2007 and Z2009) a3,142
Footnote, 2005 Met Income is off by 20,000
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Appendix E:

Projected Schedule for Real Estate Operations Items for W. P. Carey & Co. LLC

Depreciation
Real Estate Met
Depreciation

% of Real estate

[Historical ¥ear Ending Decernber 31,

Projected Year Ending Decermber 31, |
2004 2006 2007 2008 20049 2010 2011 2012
454 478 540,504 513,4058) 533,209 5594194 575806 593449 621,885
14,4449 17,494 21,364 16,34 16,981 17,646 18,337 19,055
32% 3.2% 42% 3.06% J3.06% 3.06% 3.06% 3.06%
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Appendix F:
Projected Balance Sheet for W. P. Carey & Co. LLC

Doiigrs in Thounsands, except per shave

Projected
|Historical Year Ending December 31, Projected Year Ending December 31, | CAGR
2005 2008 2007 2008 2009 2010 21 2m2
Assets
Resl estate, net 454 473 40,504 513,405 533,309 554,194 575,896 98,449 E21,385 3%
Met investment in direct inancing leases 131,975 108,581 59,463 83,391 74723 64,707 53,793 41,925 (13.10%)
Equity investments in real estate and CP A8 REITs 134 567 166,147 242877 251 674 261,530 | 282414 293,474 3%
Opersting real e state, net 7,863 33,606 73,189 73,502 75,459 81,53 94,724 48,042 3%
Real estate under construction and
redevelopment
Assets held for sale 18,815 1,269 a a a a 1] 1]
Cash and cazh equivalents 13,014 22108 12137 13,183 13699 14,236 14,793 15,372 3%
Crue from afflistes 824933 85,834 858,329 91,788 95,383 99,118 102,999 107,033 30%
Goodwl 63,607 63,607 63,607 66,095 63,686 71,376 74171 77,076 3%
Intangible sssets, net 40,700 43,742 36,266 37 656 39,162 40,696 42289 43,943 (0.7%)
Other aszets, net 35,308 24,562 34,211 35,551 36,943 38,390 39,593 41,455 10.2%
Total Assets 983,262 1,093,010 1,153,264 | 1,195,447 1,245379 1,294149 1,344,829 1,397,494 4.2%
Liabilities and Members" Equity
Liabilities
Mon-tecourse debt 22670 261,152 254 051 237 768 262875 407 214 305,259 327,459
Limited recourse morgage notes payakle on
assets held for sale 4412 o o u] u] u] u]
Unsecured credit facility 15,000 2,000 52,700 g2,700 g2,700 g2,700 g2,700 £2,700
Secured credi facility 1] 15,501 o o u] u] u] u]
Accrued interest 2,036 1874 1} 1} i} i} 0 0
Distributions payable (dividends payable) 16,963 17,481 29,222 20672 20,579 21,087 21,298 21,511
Cue to sffilistes 2,994 1,239 a a a a 1] 1]
Deferred revenue 23,085 40,450 a a a a u] u]
Accounts payahble and accrued expenses 23,002 32,073 7185148 57216 74,314 113,117 86,293 92,571
Prepaid and deferred rental incom e and
secunty deposts 4,414 3,045 a a i} i} 0 0
Accrued income taxes 634 218935 3307 3,095 3422 5,301 3,974 4,263
Deferred income taxes, net 39,905 41,527 61,331 7400 63461 95,306 73693 79,053
Cther liahilities 12,956 12,5340 a4 451 532 G524 E15 BE3
Settlem ent provizion (Mote 117 294879 0] Ju] Ju] u] u]
Total liabilities 372105 453,260 £12,923 449,332 488,183 710,550 553,836 588,218
Minorty interest in consolidated entitie s 3689 7765 6,090 6,090 E,090 6,090 E,090 E,090
Members' equity:
Listed share, no par value, 100,000,000
share authorized
36,745,027, 37 523 462, 37,706,247 and
38,262,157 shares issued and outstaning,
re spectively 740,593 7454969 745,554 860,076 868,158 a4, 567 A, a5d 220, 236
Distributions in excess of accum ulated
ERMINGS (131,178 (114,008 (117081 (17051 @703 @170 (H1TF0s) (117,051
Unearned com penzation (5,119 ] ] ] 1] 1] u] u]
Accumulated other com prehensive income 3172 24 2738 o] 1] 1] u] u]
Total Members' equity 607,468 631,985 634,271 743,025 751,107 57,510 784,903 803,185
Total liabilities, minority interest and
members' equity 983,262 1,003,010 1,153,284 | 1,198,447 1,245379 1,294149 1,344,829 1,397,494
check 0 0 0 0 o o a a
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Appendix F [continued]: Projected Balance Sheet for W. P. Carey & Co., LLC

[Histarical Year Ending Decermber 31, Projected Year Ending December 31, |
2005 2006 2007 2008 2003 2010 2011 2012

% liab ility 37.684% 41.47% 44 47% 37.49% 38.20% 54 90% 41.18% 42.09%
% equity 61.78% 57 .B2% 5500% £2.00% B0.31% 44 B2% 58.36% a7 47%
Total Debt 246,113 278,653 316,751 300 468 325 575 469914 367 959 350,159
Total Book Capitalization 853 581 910,633 951022 | 1043493 1076REZ 1047 424 1152862 1,193 344
Total Debt / Total Book Capitalization 28.8% 306% 33.3% 2B8% 30.2% 44.9% 31.9% 327%
EBITDA 97 783 168,074 185 578 1730689 1584 440 284 528 222514 235 264
Total Debt f EBITDA 25x 1.7% 1.7x% 1.7% 1.7x% 163 1.7% 1.6x%
Interest Expense 15768 17016 20 880 22423 24 263 26258 258,421 30 766
EBITDA Coverage B2u EREN 89 FAH B.0x 11 2% 7 Bx 7.8y
Deptto Taotal Capital 37.8% 415% 44.5% 7 a% 38.2% 54.9% 41.2% 421%
Real estate, net 46.2% 495% 44 5% 44 5% 44.5% 44.5% 445% 445%
Met investment in direct financing leases 13.4% 99% 7.8% 7 0% 6.0% 5.0% 4.0% 30%
Equity investments in real estate and CPAB
REITs 13.7% 152% 21.0% 210% 21.0% 21.0% 21.0% 21.0%
Operating real estate, net 0.8% 31% 5.3% G3% 5.3% 5.3% 5.3% 53%
Real estate under construction and
redevelopment 0.0% 00% 0.0% 0o0% 0.0% 0.0% 0.0% 00%
Agzets held for sale 1.9% 0.1% 0.0% 0o0% 0.0% 0.0% 0.0% 00%
Cash and cash equivalents 1.3% 20% 1.1% 1.1% 1.1% 1.1% 1.1% 1.1%
Due from affiiates G.4% g.1% T7% TIi% 7% 7.7% T7% T7%
Goodwil 6.5% 58% 55% 55% 5.5% 5.6% 85% 55%
Intangible assets, net 4.1% 40% 31% 3.1% 31% 31% 3.1% 31%
Other assets, net 36% 22% 3.0% 30% 3.0% 3.0% 3.0% 30%
Total Assets growth (3.0%) 1M2% 55% 39% 3.9% 3.9% 39% 39%
MNon-recourse debt 16.9% 152% (2.7%) (2.7 %) (2.7%) (2.7%) (2.7%) (2.7%)
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Appendix G: Discounted Cash Flow for Investment Management Oper ations
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Appendix H: Discounted Cash Flow for Real Estate Operations
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Appendix I:
WACC for W. P. Carey & Co. LLC

Dojiars in Mifions, except par share

W. P. Carey & Co. LLC WACC

Size Risk Premium

§0.000
$262.725
$505.437
$745.214

$1,007. 603
$1,607.354
$2.231.707
$3,464.104
$6,241.953
514,096 356

B41%
2.86%
2.36%
1.75%
1.61%
1.44%
1.07%
0.75%
0.60%

{0.37%)

Costof Debt:
Historical weighted awerage cost of deht 6.10%
Marginal Tax Rate 43.62%
After-tax cost of debt 510% x {1- 43.6%) = 3 4d%
Cost of Equie;
Yield onthe 10-year U.S Gaovernment Bond 3 84%
Unlevered Beta 0.64
Market Risk Premium 4.90%
Size Risk Pramium 1.61%
Cost of Equity = 3.54% + (064 x 4.90%) + 1.61% = 8.29%
Fercentage of Capial
Tatal Deht $316,751.0
M arket Walue of Equity 114112848
Tatal Capital $1,447 8799
Debt as a % of Total Capital 21.7%
M arket Walue of Equity to Total Capital 78.2%
Welghted Average Cost of Capitar
AT = (3 44% x 21.7%) + (8.28% x 78.3%) = 7.23%

Appendix J: 12-month Projected CapEx vs. Actual CapEx

Actual | % Actual
CapEx CapEx CapEx
Year Quarter | Projected | (1 yr. later) Incr.
Q2 $2,000 1,240
2004 Q3 $2 544 1,393 12.3%
Q4 3,575 25975] 113.6%
Q1 §2 965 3E48[ 227%
2005 Q2 $2,359 5873 BO9%
Q3 $2 585 5,574 0.0%
Q4 $1,550 45937 (16.0%)
Q1 §1.675 8144 B50%
2006 Q2 $3,565 8,424 3.4%
Q3 $2,855 12511 48.5%
04 $2,700 15937 27.8%
Q1 510,598
2007 Q2 $10,3458 Future (?apex
Q3 $10,100 Mot Projected
04 57 600

Source: student research, company documents.

Source: |bbotson Ass oo gtes

NY SSA INVESTMENT RESEARCH CHALLENGE STUDENT RESEARCH

20



NYSSA

March 14, 2008

Appendix K: Investment Management Fee Structure

Basic rate | Performance Rate Total
Asset mgmt fee 0.5% 0.5% 1.0%
Structuring fee
Acquisition fee 2.5% 2% 4.5%
Refinancing fee 1% 1.0%

Source: student research, company documents.
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Appendix L: Investment Management Revenue For ecast
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Appendix L [Continued]: I nvestment M anagement Revenue For ecast
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Appendix M: Diagram of Full Company Structure

CPA Public
Shareholders

Carey Asset
Management
(Carey
= Financial, Carey
= International)

Corporate Property | Investment

Associate (CPA) Management
REIT Funds Operations w. p camy LLC

Real Estate

= Operations

Carey
Management
Sarvices
Caray REIT
(Caray REIT I}

WPC
Shareholders

Source: WP Carey CPA: 17 Investor Prospectus, plus additional research
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Disclosures:

Ownership and material conflicts of interest:

None of the authors, or members of their households, of this report holds a financial interest in the securities of this company or knows of
the existence of any conflicts of interest that might bias the content or publication of this report.

Receipt of compensation:

Compensation of the author(s) of this report is not based on investment banking revenue.

Market making:

The author(s) does not act as a market maker in the subject company’s securities.

Ratings key:

Banks rate companies as either aBUY, HOLD or SELL. A BUY rating is given when the security is expected to deliver absolute returns of
15% or greater over the next twelve month period, and recommends that investors take a position above the security’s weight in the S& P
500, or any other relevant index. A SELL rating is given when the security is expected to deliver negative returns over the next twelve
months, while aHOLD rating implies flat returns over the next twelve months.

Disclaimer:

The information set forth herein has been obtained or derived from sources generally available to the public and believed by the author(s)
to be reliable, but the author(s) does not make any representation or warranty, express or implied, as to its accuracy or completeness. The
information is not intended to be used as the basis of any investment decisions by any person or entity. This information does not
consgtitute investment advice, nor is it an offer or a solicitation of an offer to buy or sell any security. This report should not be considered
to be a recommendation by any individua affiliated with NYSSA or the NYSSA Investment Research Challenge with regard to this
company’s stock.

NY SSA INVESTMENT RESEARCH CHALLENGE STUDENT RESEARCH

25



