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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2012

OR
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ACT OF 1934

COMMISSION FILE NUMBER 001-13777
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Maryland 11-3412575
(State or other jurisdiction of

incorporation or organization)

(I.R.S. employer

identification no.)

125 Jericho Turnpike, Suite 103, Jericho, New York 11753
(Address of principal executive offices) (Zip Code)

Registrant�s telephone number, including area code: (516) 478-5400

Securities registered pursuant to Section 12(b) of the Act:

TITLE OF EACH CLASS NAME OF EACH EXCHANGE ON WHICH REGISTERED
Common Stock, $0.01 par value New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:

None

(Title of Class)

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files).    Yes  x    No  ¨

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  ¨    No  x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange
Act.    Yes  ¨    No  x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K.  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer ¨ Accelerated filer x

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x
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The aggregate market value of common stock held by non-affiliates (25,649,418 shares of common stock) of the Company was $491,186,000 as
of June 30, 2012.

The registrant had outstanding 33,396,790 shares of common stock as of March 18, 2013.

DOCUMENTS INCORPORATED BY REFERENCE

DOCUMENT PART OF FORM 10-K
Selected Portions of Definitive Proxy Statement for the 2013 Annual Meeting of Stockholders (the
�Proxy Statement�), which will be filed by the registrant on or prior to 120 days following the end of the
registrant�s year ended December 31, 2012 pursuant to Regulation 14A. III
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Cautionary Note Regarding Forward-Looking Statements

Certain statements in this Annual Report on Form 10-K may constitute �forward-looking statements� within the meaning of the Private Securities
Litigation Reform Act of 1995. When we use the words �believes,� �expects,� �plans,� �projects,� �estimates,� �anticipates,� �predicts� and similar
expressions, we intend to identify forward-looking statements. (All capitalized and undefined terms used in this section shall have the same
meanings hereafter defined below in this Annual Report on Form 10-K.)

Examples of forward-looking statements included in this Annual Report on Form 10-K include, but are not limited to, statements regarding:
Marketing and our efforts, expectations, and ability to reposition the properties that were previously subject to the Master Lease; our
expectations that we may receive funds from the liquidation of the Marketing Estate to satisfy our claims against the Marketing Estate; our
expectations that we may collect amounts we advance under the Litigation Funding Agreement; our beliefs regarding the amount of revenue we
expect to realize from our properties; our expectations regarding incurring costs associated with repositioning of our properties; our expectations
regarding incurring costs associated with the Marketing bankruptcy proceeding and the process of taking control of our properties, including, but
not limited to, the Property Expenditures and the Capital Improvements; our expectations regarding eviction proceedings initiated to take control
of our properties; the impact of the developments related to repositioning of our properties on our business and ability to pay dividends or our
stock price; the reasonableness of and assumptions used regarding our accounting estimates, judgments, assumptions and beliefs; our exposure
and liability due to and our estimates and assumptions regarding our environmental liabilities and remediation costs, including the Marketing
Environmental Liabilities and other environmental remediation costs; our belief that our accruals for environmental and litigation matters were
appropriate based on the information then available; compliance with federal, state and local provisions enacted or adopted pertaining to
environmental matters; the probable outcome of litigation or regulatory actions and their impact on us; our expected recoveries from
underground storage tank funds; our expectations regarding our indemnification obligations and others; future acquisitions and financing
opportunities and their impact on our financial performance; the adequacy of our current and anticipated cash flows from operations, borrowings
under our Credit Agreement (as defined below) and available cash and cash equivalents; our expectation as to our continued compliance with the
financial covenants in our Credit Agreement and Prudential Loan Agreement; and our ability to maintain our federal tax status as a real estate
investment trust.

These forward-looking statements are based on our current beliefs and assumptions and information currently available to us, and involve known
and unknown risks (including the risks described below in �Item 1A. Risk Factors� and in �Item 7. Management�s Discussion and Analysis of
Financial Condition and Results of Operations� herein, and other risks that we describe from time to time in this and our other filings with the
Securities and Exchange Commission (the �SEC�)), uncertainties and other factors which may cause our actual results, performance and
achievements to be materially different from any future results, performance or achievements expressed or implied by these forward-looking
statements.

These risks include, but are not limited to risks associated with: repositioning our properties that were previously subject to the Master Lease and
the adverse impact such repositioning may have on our cash flows and ability to pay dividends; our estimates and assumptions regarding
expenses, claims and accruals relating to pre-petition and post-petition claims against Marketing, the process of taking control of our properties,
including the likelihood of our success in the eviction proceedings we have commenced, and repositioning such properties; the liquidation of the
Marketing Estate and risks associated with prosecuting the Lukoil Complaint, including our obligations under the Litigation Funding
Agreement; the performance of our tenants of their lease obligations, renewal of existing leases and re-letting or selling our vacant properties;
our ability to obtain favorable terms on any properties that we sell or re-let; the uncertainty of our estimates, judgments and assumptions
associated with our accounting policies and methods; our dependence on external sources of capital; our business operations generating
sufficient cash for distributions or debt service; potential future acquisitions; our ability to acquire new properties; owning and leasing real estate
generally; substantially all of our tenants depending on the same industry for their revenues; property taxes; costs of completing environmental
remediation and of compliance with environmental legislation and regulations; potential exposure related to pending lawsuits and claims;
owning real estate primarily concentrated in the Northeast and Mid-Atlantic regions of the United States; counterparty risk; expenses not
covered by insurance; the impact of our electing to be treated as a REIT under the federal income tax laws, including subsequent failure to
qualify as a REIT; changes in interest rates and our ability to manage or mitigate this risk effectively; our dividend policy and ability to pay
dividends; dilution as a result of future issuances of equity securities; changes in market conditions; Maryland law discouraging a third-party
takeover; adverse effect of inflation; the loss of a member or members of our management team; changes in accounting standards that may
adversely affect our financial position; and terrorist attacks and other acts of violence and war.

As a result of these and other factors, we may experience material fluctuations in future operating results on a quarterly or annual basis, which
could materially and adversely affect our business, financial condition, operating results, ability to pay dividends or stock price. An investment
in our stock involves various risks, including those mentioned above and elsewhere in this Annual Report on Form 10-K and those that are
described from time to time in our other filings with the SEC.
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You should not place undue reliance on forward-looking statements, which reflect our view only as of the date hereof. We undertake no
obligation to publicly release revisions to these forward-looking statements that reflect future events or circumstances or reflect the occurrence
of unanticipated events.
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PART I

Item 1. Business

Company Profile

Getty Realty Corp., a Maryland corporation, is the leading publicly-traded real estate investment trust (�REIT�) in the United States specializing in
the ownership, leasing and financing of retail motor fuel and convenience store properties and petroleum distribution terminals. Our properties
are located in 21 states across the United States with concentrations in the Northeast and the Mid-Atlantic regions. Our properties are operated
under a variety of brands including Getty, BP, Exxon, Mobil, Shell, Chevron, Valero and Aloha. We own the Getty® trademark and trade name
in connection with our real estate and the petroleum marketing business in the United States.

We are self-administered and self-managed by our management team, which has extensive experience in owning, leasing and managing retail
motor fuel and convenience store properties. We have invested, and will continue to invest, in real estate and real estate related investments,
such as mortgage loans, when appropriate opportunities arise.

The History of Our Company

Our founders started the business in 1955 with the ownership of one gasoline service station in New York City and combined real estate
ownership, leasing and management with service station operation and petroleum distribution. We held our initial public offering in 1971 under
the name Power Test Corp. We acquired, from Texaco in 1985, the petroleum distribution and marketing assets of Getty Oil Company in the
Northeast United States along with the Getty® name and trademark in connection with our real estate and the petroleum marketing business in
the United States. We became one of the leading independent owner/operators of petroleum marketing assets in the country, serving retail and
wholesale customers through a distribution and marketing network of Getty® and other branded retail motor fuel and convenience store
properties and petroleum distribution terminals.

Getty Petroleum Marketing, Inc. (�Marketing�) was formed to facilitate the spin-off of our petroleum marketing business to our shareholders
which was completed in 1997. Marketing was acquired by a U.S. subsidiary of OAO Lukoil (�Lukoil�) in December 2000. In connection with
Lukoil�s acquisition of Marketing, we renegotiated our long-term unitary triple-net lease (the �Master Lease�) with Marketing. On December 5,
2011, Marketing filed for Chapter 11 bankruptcy protection in the U.S. Bankruptcy Court, Southern District of New York (the �Bankruptcy
Court�). Marketing rejected the Master Lease pursuant to an Order issued by the Bankruptcy Court, effective April 30, 2012 and possession of the
then 788 properties subject to the Master Lease was returned to us.

As of December 31, 2012, more than 700 properties that we own or lease were previously leased to Marketing. During 2012, we entered into ten
long-term triple-net unitary leases re-letting, in the aggregate, 443 operating properties previously leased to Marketing. The new leases generally
have 15 year initial terms with provisions for renewal terms and annual rent escalations. We sold 54 properties for $15.4 million in the aggregate
during 2012. As of the date of this filing on Form 10-K, in 2013, we have sold an additional 42 properties for $17.5 million in the aggregate,
including one terminal. Certain of the properties previously leased to Marketing are subject to month-to-month licensing agreements and our
temporary fuel supply agreement (described in more detail below). The balance of the remaining properties previously leased to Marketing are
accounted for as held for sale and are either subject to month-to-month licensing agreements, or are vacant.

Since May 2003, we have acquired approximately 400 properties in various states in transactions valued at approximately $523 million. These
acquisitions include single property transactions and portfolio transactions ranging in size from 18 properties with an aggregate value of
approximately $13 million up to a portfolio comprised of 59 properties with an aggregate value of approximately $111 million.

Company Operations

As of December 31, 2012, we owned 946 properties and leased 135 properties. Our typical property is used as a retail motor fuel outlet and
convenience store, and is located on between one-half and three quarters of an acre of land in a metropolitan area. The properties that we have
acquired since 2007 are generally located on larger parcels of land. We believe our network of retail motor fuel and convenience store properties
and terminal properties across the Northeast and the Mid-Atlantic regions of the United States is unique and that comparable networks of
properties are not readily available for purchase or lease from other owners or landlords. Many of our properties are located at highly trafficked
urban intersections or conveniently close to highway entrance or exit ramps.

Our business model is to lease our properties on a triple-net basis primarily to petroleum distributors and to a lesser extent to individual
operators. Our tenants operate our properties directly or sublet our properties to operators who operate their gas stations, convenience stores,
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automotive repair service facilities or other businesses at our properties. These tenants are responsible for the operations conducted at these
properties. Our triple-net tenants are generally responsible for the payment of all taxes, maintenance, repairs, insurance and other operating
expenses relating to our properties.
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In addition, with respect to certain properties that we are repositioning, we have entered into month-to-month license agreements and interim
fuel supply arrangements. We receive monthly occupancy payments directly from the licensee-operators while we remain responsible for certain
costs associated with the properties. These month-to-month license agreements allow the licensees to occupy and use the properties as gas
stations, convenience stores or automotive repair service facilities, and require the licensee-operators to sell fuel provided exclusively by a third
party, with whom we have contracted for interim fuel supply. Under our agreement with the third party fuel supplier, the third party fuel supplier
is required to pay us a fee based in part on gallons sold and we pay to the third party fuel supplier a monthly administrative service fee. Our
month-to-month license agreements differ from our triple-net lease arrangements in that, among other things, we are responsible for the payment
of certain environmental compliance costs and property operating expenses including maintenance and real estate taxes. We intend to reposition
these properties in order to maximize their value to us taking into account each property�s intermediate and long-term investment requirements
and potential. As a result of this process, we expect that we may dispose of or lease these remaining properties, either individually or in small
portfolios. We also may make investments in certain of these properties in anticipation of leasing them or by contribution to capital expenditures
required to be made by our tenants. We cannot predict the timing or the terms of any future sales or leases.

Substantially all of our tenants� financial results depend on the sale of refined petroleum products and rental income from their subtenants. As a
result, our tenants� financial results are highly dependent on the performance of the petroleum marketing industry, which is highly competitive
and subject to volatility. In those instances where we determine that the best use for a property is no longer as a gas station, we will seek an
alternative tenant or buyer for the property. As of December 31, 2012, approximately 20 of our properties are leased for uses such as quick serve
restaurants, automobile sales and other retail purposes, excluding approximately 40 properties previously subject to the Master Lease with
marketing which are currently held for sale and which have temporary occupancies. (For additional information regarding our real estate
business and our properties, see �Item 1. Business � Real Estate Business� and �Item 2. Properties�.)

One of our tenants, CPD NY Energy Corp., a subsidiary of Chestnut Petroleum Dist. (together with its affiliates, �CPD�), represents 18% and 12%
of our revenues from rental properties for 2012 and 2011, respectively. (For information regarding factors that could adversely affect us relating
to our lessees, see �Part II, Item 1A. Risk Factors.)

The sector of the real estate industry in which we operate is highly competitive. In addition, we expect major real estate investors with
significant capital will continue to compete with us for attractive acquisition opportunities. These competitors include petroleum manufacturing,
distributing and marketing companies, other REITs, public and private investment funds and other individual and institutional investors.
Generally, we seek leases with our Tenants that have an initial term of 15 years and include provisions for rental increases during the term of the
lease. As of December 31, 2012, our average lease term including month-to-month license agreements, weighted by the number of underlying
properties, was in excess of 9.8 years excluding renewal options. Retail motor fuel properties are an integral component of the transportation
infrastructure. Stability within the retail motor fuel and convenience store industry is driven by highly inelastic demand for petroleum products
and day-to-day consumer goods and fast foods, which supports our tenants.

We elected to be treated as a REIT under the federal income tax laws beginning January 1, 2001. A REIT is a corporation, or a business trust
that would otherwise be taxed as a corporation, which meets certain requirements of the Internal Revenue Code. The Internal Revenue Code
permits a qualifying REIT to deduct dividends paid, thereby effectively eliminating corporate level federal income tax and making the REIT a
pass-through vehicle for federal income tax purposes. To meet the applicable requirements of the Internal Revenue Code, a REIT must, among
other things, invest substantially all of its assets in interests in real estate (including mortgages and other REITs) or cash and government
securities, derive most of its income from rents from real property or interest on loans secured by mortgages on real property, and distribute to
shareholders annually a substantial portion of its otherwise taxable income. As a REIT, we are required to distribute at least 90% of our taxable
income to our shareholders each year and would be subject to corporate level federal income taxes on any taxable income that is not distributed.

Acquisition Strategy and Activity

As part of our overall growth strategy, we regularly review acquisition and financing opportunities to acquire additional properties, and we
expect to continue to pursue acquisitions that we believe will benefit our financial performance. Our investment strategy is aimed at achieving a
high quality real estate portfolio and geographic diversification. We employ investment personnel to pursue acquisitions that are consistent with
this strategy. A key element of our investment strategy is to acquire properties in strong primary markets that serve high density population
centers.

We review such opportunities on an ongoing basis and may have one or more potential acquisitions under consideration at any point in time,
which may be at varying stages of the negotiation and due diligence review process. To the extent that our current sources of liquidity are not
sufficient to fund such acquisitions, we will require other sources of capital, which may or may not be available on favorable terms or at all.
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In 2012, we acquired fee or leasehold title to five gasoline station and convenience store properties in separate transactions valued at $5.2
million. In 2011, we acquired fee or leasehold title to 125 gasoline station and convenience store properties in two separate transactions valued at
$198.6 million.

Since May 2003, we have acquired approximately 400 properties in various states in transactions valued at approximately $523 million. These
acquisitions include single property transactions and portfolio transactions ranging in size from 18 properties with an aggregate value of
approximately $13 million up to a portfolio comprised of 59 properties with an aggregate value of approximately $111 million.

Trademarks

We own the Getty® name and trademark in connection with our real estate and the petroleum marketing business in the United States and we
permit certain of our tenants to use the Getty® trademarks at properties that they lease from us.

Regulation

We are subject to numerous existing federal, state and local laws and regulations including matters related to the protection of the environment
such as the remediation of known contamination and the retirement and decommissioning or removal of long-lived assets including buildings
containing hazardous materials, underground storage tanks (�UST� or �USTs�) and other equipment. Petroleum properties are governed by
numerous federal, state and local environmental laws and regulations. These laws have included: (i) requirements to report to governmental
authorities discharges of petroleum products into the environment and, under certain circumstances, to remediate the soil and/or groundwater
contamination pursuant to governmental order and directive, (ii) requirements to remove and replace USTs that have exceeded
governmental-mandated age limitations, and (iii) the requirement to provide a certificate of financial responsibility with respect to claims
relating to UST failures. Our tenants are directly responsible for compliance with various environmental laws and regulations as the operators of
our properties.

We believe that we are in substantial compliance with federal, state and local provisions enacted or adopted pertaining to environmental matters.
Although we are unable to predict what legislation or regulations may be adopted in the future with respect to environmental protection and
waste disposal, existing legislation and regulations have had no material adverse effect on our competitive position. (For additional information
with respect to pending environmental lawsuits and claims see �Item 3. Legal Proceedings�.)

Environmental expenses are principally attributable to remediation costs which include installing, operating, maintaining and decommissioning
remediation systems, monitoring contamination, and governmental agency reporting incurred in connection with contaminated properties. We
seek reimbursement from state UST remediation funds related to these environmental expenses where available. We enter into leases and
various other agreements which allocate responsibility for known and unknown environmental liabilities by establishing the percentage and
method of allocating responsibility between the parties. In accordance with leases with certain tenants, we have agreed to bring the leased
properties with known environmental contamination to within applicable standards, and to either regulatory or contractual closure (�Closure�) in
an efficient and economical manner. Generally, upon achieving Closure at each individual property, our environmental liability under the lease
for that property will be satisfied and future remediation obligations will be the responsibility of our tenant.

Our tenants are directly responsible to pay for (i) remediation of environmental contamination they cause and compliance with various
environmental laws and regulations as the operators of our properties, and (ii) environmental liabilities allocated to them under the terms of our
leases and various other agreements. Generally, the liability for the retirement and decommissioning or removal of USTs and other equipment is
the responsibility of our triple-net tenants. We are contingently liable for these obligations in the event that our tenants do not satisfy their
responsibilities. A liability has not been accrued for obligations that are the responsibility of our tenants (other than Marketing�s environmental
obligations which we accrued in the fourth quarter of 2011). However, there can be no assurance that our assessments are correct or that our
tenants who have paid their obligations in the past will continue to do so.

For additional information please refer to �Item 1A. Risk Factors� and to �Liquidity and Capital Resources,� �Environmental Matters�, �Contractual
Obligations� in �Management�s Discussion and Analysis of Financial Condition and Results of Operations� which appear in Item 7. and note 6 in
�Item 8. Financial Statements and Supplementary Data � Notes to Consolidated Financial Statements.� in this Annual Report on Form 10-K.

Personnel

As of March 18, 2013, we had 37 employees.
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Access to our filings with the Securities and Exchange Commission and Corporate Governance Documents

Our website address is www.gettyrealty.com. Our address, phone number and a list of our officers is available on our website. Our website
contains a hyperlink to the EDGAR database of the Securities and Exchange Commission (the �SEC�) at www.sec.gov where you can access,
free-of-charge, our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and all amendments to these
reports as soon as reasonably practicable after such reports are filed. Our website also contains our business conduct guidelines, corporate
governance guidelines and the charters of the Compensation, Nominating/Corporate Governance and Audit Committees of our Board of
Directors. We also will provide copies of these reports and corporate governance documents free-of-charge upon request, addressed to Getty
Realty Corp., 125 Jericho Turnpike, Suite 103, Jericho, NY 11753, Attn: Investor Relations. Information available on or accessible through our
website shall not be deemed to be a part of this Annual Report on Form 10-K. You may read and copy any materials that we file with the
Securities and Exchange Commission at the Securities and Exchange Commission�s Public Reference Room at 100 F Street, N.E., Washington,
DC 20549. You may obtain information on the operation of the Public Reference Room by calling the Securities and Exchange Commission at
1-800-SEC-0330.

Item 1A. Risk Factors

We are subject to various risks, many of which are beyond our control. As a result of these and other factors, we may experience material
fluctuations in our future operating results on a quarterly or annual basis, which could materially and adversely affect our business, financial
condition, results of operations, liquidity, ability to pay dividends or stock price. An investment in our stock involves various risks, including
those mentioned below and elsewhere in this Annual Report on Form 10-K and those that are described from time to time in our other filings
with the SEC.

We are repositioning our properties that were previously leased to Marketing. We expect to incur significant costs associated with
repositioning these properties and we expect to generate less net revenue after leasing or selling these properties. The incurrence of these
costs and receipt of less net revenue may materially negatively impact our cash flow and ability to pay dividends.

We are in the process of repositioning the properties that were previously leased to Getty Petroleum Marketing Inc. (�Marketing�) comprising a
unitary premises pursuant to a master lease (the �Master Lease�). During 2012, we have entered into long-term triple-net leases with respect to 443
of these properties. In addition, we have entered into month-to-month license agreements and interim fuel supply arrangements with respect to
our operating properties. The remaining properties previously leased to Marketing are accounted for as held for sale, and are either subject to
month-to-month licensing agreements or are vacant. Our month-to-month license agreements allow the licensee to occupy and to use the
properties for gas stations, convenience stores, automotive repair service facilities or other businesses. We receive monthly payments from the
licensee-operators while remaining responsible for all operating expenses, including maintenance, repairs, real estate taxes, insurance and
general upkeep (�Property Expenditures�) and environmental costs. Dependent on factors related to each site, we expect to directly pay for varying
types of costs over a period of years for deferred maintenance, required renovations, replacement of underground storage tanks and related
equipment and zoning and permitting costs (�Capital Improvements�). It is possible we may enter into additional long-term triple-net leases for
certain of these properties with tenants who are actively engaged in the business of retail petroleum marketing.

We, or our tenants, have commenced eviction proceedings involving approximately 40 properties in various jurisdictions against Marketing�s
former subtenants (or sub-subtenants) who have not vacated our properties and occupy our properties without rights. We are incurring
significant costs, primarily legal expenses, in connection with such proceedings.

We are currently generating less net revenue from the leasing of these properties and we expect that following the completion of the
repositioning process, we will continue to generate less net revenue from these properties than we previously received from Marketing. In
addition, dependent on factors related to each site we expect to directly pay for Property Expenditures during the repositioning process and
possibly thereafter and for Capital Improvements over a period of years.

It is possible that issues involved in re-letting or repositioning these properties may require significant management attention that would
otherwise be devoted to our ongoing business. The incurrence of these costs and receipt of less net revenue from our properties that were subject
to the Master Lease may materially negatively impact our cash flow and ability to pay dividends.

Our future cash flow is dependent on the performance of our tenants of their lease obligations, renewal of existing leases and either
re-letting or selling our vacant properties.

We are subject to risks that financial distress, default or bankruptcy of our tenants may lead to vacancy at our properties or disruption in rent
receipts as a result of partial payment or nonpayment of rent or that expiring leases may not be renewed. Under unfavorable general economic
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conditions, there can be no assurance that our tenants� level of sales and financial performance generally will not be adversely affected, which in
turn, could impact the reliability of our rent receipts. We are subject to risks that the terms governing renewal or re-letting of our properties
(including the cost of required renovations, replacement of underground storage tanks and related equipment or environmental remediation) may
be less favorable than current lease terms (or prior lease terms in the case of vacant properties). We are also subject to the risk that we may
receive less net proceeds from the properties we sell as
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compared to their current carrying value or that the value of our properties may be adversely affected by unfavorable general economic
conditions. Unfavorable general economic conditions may also negatively impact our ability to re-let or sell our properties. Numerous properties
compete with our properties in attracting tenants to lease space. The number of available or competitive properties in a particular area could have
a material adverse effect on our ability to lease or sell our properties and on the rents we are able to charge. In addition to the risk of disruption
in rent receipts, we are subject to the risk of incurring real estate taxes, maintenance, environmental and other expenses at vacant properties.

The financial distress, default or bankruptcy of our tenants may also lead to protracted and expensive processes for retaking control of our
properties than would otherwise be the case, including, eviction or other legal proceedings related to or resulting from the tenant�s default. These
risks are greater with respect to certain of our tenants who lease multiple properties from us. If a tenant files for bankruptcy protection it is
possible that we would recover substantially less than the full value of our claims against the tenant. If our tenants do not perform their lease
obligations; or we are unable to renew existing leases and promptly recapture and re-let or sell vacant locations; or if lease terms upon renewal
or re-letting are less favorable than current lease terms; or if the values of properties that we sell are adversely affected by market conditions; or
if we incur significant costs or disruption related to or resulting from tenant financial distress, default or bankruptcy; then our cash flow could be
significantly adversely affected.

We are continuing our efforts to sell certain properties. We cannot predict the terms or timing of any such property dispositions. If we do not
obtain favorable terms on such dispositions, our operations and financial performance may be negatively impacted.

We are continuing our efforts to sell properties, including those properties which are accounted for as held for sale. While we have dedicated
considerable effort designed to increase sales activity, we cannot predict if or when property dispositions will close and whether the terms of any
such disposition will be favorable to us. It is likely that we will retain environmental liabilities that exist with respect to that property or group of
properties prior to the date of sale, to the extent there is no third-party responsible therefor. If we do not obtain favorable terms on such
dispositions, our operations and financial performance will be negatively impacted.

We maintain significant pre-petition and post-petition claims against Marketing. We cannot provide any assurance that our claims will be
accepted or paid

As part of Marketing�s bankruptcy proceeding, we maintain significant pre-petition and post-petition claims against Marketing. Certain of our
claims are considered administrative claims and have priority over other claims. We have agreed to cap our aggregate priority administrative
claims at the amount of $10.5 million, together with interest from May 1, 2012 until paid at the rate provided in the Master Lease. As of the date
of this filing on Form 10-K, the outstanding unpaid principal amount of our administration claim is $7.4 million. We cannot predict how much
of these unpaid obligations we will ultimately collect, if any.

We have agreed to advance funds to the liquidating trustee of the Marketing Estate. We cannot give any assurance that we will be repaid any
amounts of our loans or be reimbursed for our legal fees.

The Bankruptcy Court has appointed a liquidating trustee to oversee the liquidation of the Marketing estate (the �Marketing Estate�). In December
2011, the Marketing Estate filed a lawsuit against Marketing�s former parent, Lukoil Americas Corporation, and certain of its affiliates
(collectively, �Lukoil�), as well as the former directors and officers of Marketing (the �Lukoil Complaint�). The Lukoil Complaint asserts, among
other claims, that Marketing�s sale of assets to Lukoil in November 2009 constituted a fraudulent conveyance, and that the assets or their value
can be recovered from Lukoil. In addition, the Lukoil Complaint asserts that the former directors and officers violated their fiduciary duties to
Marketing in approving and effectuating the challenged sale, and are liable for money damages. The Liquidating Trustee is pursuing these
claims for the benefit of the Marketing Estate.

In October 2012, we entered into an agreement with the Marketing Estate to make loans and otherwise fund up to an aggregate amount of $6.4
million to fund the prosecution of the Lukoil Complaint and certain expenses incurred by the Marketing Estate (the �Litigation Funding
Agreement�). It is possible that we may agree to advance amounts in excess of $6.4 million. We advanced $1.7 million in the fourth quarter of
2012 and $0.1 million in the first quarter of 2013 to the Marketing Estate pursuant to the Litigation Funding Agreement. The Litigation Funding
Agreement also provides that we are entitled to be reimbursed for up to $1.3 million of our legal fees in connection with the Litigation Funding
Agreement. Based on the terms of the Litigation Funding Agreement, we have recorded a receivable of $3.0 million as of December 31, 2012,
which includes amounts advanced and amounts due for reimbursable legal fees we incurred in connection with the Litigation Funding
Agreement. Payments that we receive pursuant to the Litigation Funding Agreement will not reduce our Administrative Claim or our other
pre-petition and post-petition claims against Marketing. A portion of the payments we receive pursuant to the Litigation Funding Agreement
may be subject to federal income taxes. We cannot provide any assurance that we will be repaid any amounts we advance pursuant to the
Litigation Funding Agreement or the reimbursable legal fees we have incurred.
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Our accounting policies and methods are fundamental to how we record and report our financial position and results of operations, and they
require management to make estimates, judgments and assumptions about matters that are inherently uncertain.

Our accounting policies and methods are fundamental to how we record and report our financial position and results of operations. We have
identified several accounting policies as being critical to the presentation of our financial position and results of
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operations because they require management to make particularly subjective or complex judgments about matters that are inherently uncertain
and because of the likelihood that materially different amounts would be recorded under different conditions or using different assumptions. We
cannot provide any assurance that we will not make subsequent significant adjustments to our consolidated financial statements. Estimates,
judgments and assumptions underlying our consolidated financial statements include, but are not limited to, receivables and related reserves,
deferred rent receivable, income under direct financing leases, asset retirement obligations including environmental remediation obligations, real
estate, depreciation and amortization, impairment of long-lived assets, litigation, accrued liabilities, income taxes and allocation of the purchase
price of properties acquired to the assets acquired and liabilities assumed.

If our accounting policies, methods, judgments, assumptions and allocations prove to be incorrect, or if circumstances change, our business,
financial condition, revenues, operating expense, results of operations, liquidity, ability to pay dividends or stock price may be materially
adversely affected.

We are dependent on external sources of capital which may not be available on favorable terms, or at all.

We are dependent on external sources of capital to maintain our status as a REIT and must distribute to our shareholders each year at least 90%
of our net taxable income, excluding any net capital gain. Because of these distribution requirements, it is not likely that we will be able to fund
all future capital needs, including acquisitions, from income from operations. Therefore, we will have to continue to rely on third-party sources
of capital, which may or may not be available on favorable terms, or at all.

Our principal sources of liquidity are our cash flows from operations, funds available under our Credit Agreement that matures in August 2015
and available cash and cash equivalents. On February 25, 2013, we entered into a $175 million senior secured revolving credit agreement (the
�Credit Agreement�) with a group of commercial banks led by JPMorgan Chase Bank, N.A. (the �Bank Syndicate�), which is scheduled to mature in
August 2015 and a $100 million senior secured long-term loan agreement with the Prudential Insurance Company of America (the �Prudential
Loan Agreement�), which matures in February 2021. On February 25, 2013, we also repaid and terminated our existing credit agreement with a
group of commercial banks led by JPMorgan Chase Bank, N.A. and our term loan agreement with TD Bank. For additional information, please
refer to �Credit Agreement� and �Prudential Loan Agreement� in �Item 7. Management�s Discussion and Analysis of Financial Condition and Results
of Operations � Liquidity and Capital Resources� which appears in this Annual Report on Form 10-K.

Our ability to meet the financial and other covenants relating to our Credit Agreement and our Prudential Loan Agreement is dependent on our
continued ability to meet certain criteria as further described in note 4 in �Item 8. Financial Statements and Supplementary Data � Notes to
Consolidated Financial Statements� and the performance of our tenants. If we are not in compliance with one or more of our covenants, which
could result in an event of default under our Credit Agreement or our Prudential Loan Agreement, there can be no assurance that our lenders
would waive such non-compliance. This could have a material adverse affect on our business, financial condition, results of operation, liquidity,
ability to pay dividends or stock price.

As part of our overall growth strategy, we regularly review acquisition and financing opportunities to acquire additional properties, and we
expect to continue to pursue acquisitions that we believe will benefit our financial performance. To the extent that our current sources of
liquidity are not sufficient to fund such acquisitions, we will require other sources of capital, which may or may not be available on favorable
terms or at all.

Our access to third-party sources of capital depends upon a number of factors including general market conditions, the market�s perception of our
growth potential, financial stability, our current and potential future earnings and cash distributions, covenants and limitations imposed under
our Credit Agreement and our Prudential Loan Agreement and the market price of our common stock.

Our business operations may not generate sufficient cash for distributions or debt service.

There is no assurance that our business will generate sufficient cash flow from operations or that future borrowings will be available to us in an
amount sufficient to enable us to pay dividends on our common stock, to pay our indebtedness, or to fund our other liquidity needs. We may not
be able to repay or refinance existing indebtedness on favorable terms, which could force us to dispose of properties on disadvantageous terms
(which may also result in losses) or accept financing on unfavorable terms.

We may acquire new properties, and this may create risks.

We may acquire or develop properties when we believe that an acquisition or development matches our business strategies. These properties
may have characteristics or deficiencies currently unknown to us that affect their value or revenue potential. It is possible that the operating
performance of these properties may decline after we acquire them, they may not perform as expected and, if financed using debt or new equity
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issuances, may result in shareholder dilution. Our acquisition of properties will expose us to the liabilities of those properties, some of which we
may not be aware of at the time of acquisition. We face competition in pursuing these
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acquisitions and we may not succeed in leasing acquired properties at rents sufficient to cover their costs of acquisition and operations. Newly
acquired properties may require significant management attention that would otherwise be devoted to our ongoing business. We may not
succeed in consummating desired acquisitions. Consequences arising from or in connection with any of the foregoing could have a material
adverse effect on our business, financial condition, results of operations, liquidity, ability to pay dividends or stock price.

While we seek to grow through accretive acquisitions, acquisitions of properties may be dilutive and may not produce the returns that we
expect and we may not be able to successfully integrate acquired properties into our portfolio or manage our growth effectively, which could
have a material adverse effect on our results of operations, financial condition and growth prospects.

Acquisitions of properties may initially be dilutive to our net income, and such properties may not perform as we expect or produce the returns
that we anticipate (including, without limitation, as a result of tenant bankruptcies, tenant concessions, our inability to collect rents and higher
than anticipated operating expenses). Further, we may not successfully integrate one or more of these property acquisitions into our existing
portfolio without operating disruptions or unanticipated costs. Additionally, to the extent we increase the size of our portfolio, we may not be
able to adapt our management, administrative, accounting and operational systems, or hire and retain sufficient operational staff to integrate
acquired properties into our portfolio or manage any future acquisitions of properties without operating disruptions or unanticipated costs.
Moreover, our continued growth will require increased investment in management personnel, professional fees, other personnel, financial and
management systems and controls and facilities, which will result in additional operating expenses. Under the circumstances described above,
our results of operations, financial condition and growth prospects may be materially and adversely affected.

We are subject to risks inherent in owning and leasing real estate.

We are subject to varying degrees of risk generally related to leasing and owning real estate many of which are beyond our control. In addition
to general risks applicable to us, our risks include, among others:

� our liability as a lessee for long-term lease obligations regardless of our revenues,

� deterioration in national, regional and local economic and real estate market conditions,

� potential changes in supply of, or demand for, rental properties similar to ours,

� competition for tenants and declining rental rates,

� difficulty in selling or re-letting properties on favorable terms or at all,

� impairments in our ability to collect rent or other payments due to us when they are due,

� increases in interest rates and adverse changes in the availability, cost and terms of financing,

� uninsured property liability,

� the impact of present or future environmental legislation and compliance with environmental laws,
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� adverse changes in zoning laws and other regulations,

� acts of terrorism and war,

� acts of God,

� the potential risk of functional obsolescence of properties over time,

� the need to periodically renovate and repair our properties, and

� physical or weather-related damage to our properties.
Each of these factors could cause a material adverse effect on our business, financial condition, results of operations, liquidity, ability to pay
dividends or stock price. In addition, real estate investments are relatively illiquid, which means that our ability to vary our portfolio of
properties in response to changes in economic and other conditions may be limited.
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Adverse developments in general business, economic, or political conditions could have a material adverse effect on us.

Adverse developments in general business and economic conditions, including through recession, downturn or otherwise, either in the economy
generally or in those regions in which a large portion of our business is conducted, could have a material adverse effect on us and significantly
increase certain of the risks we are subject to. The general economic conditions in the United States are, and for an extended period of time may
be, significantly less favorable than that of prior years. Among other effects, adverse economic conditions could depress real estate values,
impact our ability to re-let or sell our properties and have an adverse effect on our tenants� level of sales and financial performance generally. Our
revenues are dependent on the economic success of our tenants and any factors that adversely impact our tenants could also have a material
adverse effect on our business, financial condition and results of operations, liquidity, ability to pay dividends or stock price.

Substantially all of our tenants depend on the same industry for their revenues.

We derive substantially all of our revenues from leasing, primarily on a triple-net basis, and financing retail motor fuel and convenience store
properties to tenants in the petroleum marketing industry. Accordingly, our revenues are substantially dependent on the economic success of the
petroleum marketing industry, and any factors that adversely affect that industry, such as disruption in the supply of petroleum or a decrease in
the demand for conventional motor fuels due to conservation, technological advancements in petroleum-fueled motor vehicles, or an increase in
the use of alternative fuel vehicles, or �green technology� could also have a material adverse effect on our business, financial condition and results
of operations, liquidity, ability to pay dividends or stock price. The success of participants in the petroleum marketing industry depends upon the
sale of refined petroleum products at margins in excess of fixed and variable expenses. The petroleum marketing industry is highly competitive
and volatile. Petroleum products are commodities, the prices of which depend on numerous factors that affect supply and demand. The prices
paid by our tenants and other petroleum marketers for products are affected by global, national and regional factors. A large, rapid increase in
wholesale petroleum prices would adversely affect the profitability and cash flows of our tenants if the increased cost of petroleum products
could not be passed on to their customers or if automobile consumption of gasoline was to decline significantly. We cannot be certain how these
factors will affect petroleum product prices or supply in the future, or how in particular they will affect our tenants.

Property taxes on our properties may increase without notice.

Each of the properties we own or lease is subject to real property taxes. The leases for certain of the properties that we lease from third parties
obligate us to pay real property taxes with regard to those properties. The real property taxes on our properties and any other properties that we
acquire or lease in the future may increase as property tax rates change and as those properties are assessed or reassessed by tax authorities. To
the extent that our tenants are not responsible for property taxes pursuant to their contractual arrangements with us or are unable or unwilling to
pay such increase in accordance with their leases, our net operating expenses may increase.

We incur significant operating costs as a result of environmental laws and regulations which costs could significantly rise and reduce our
profitability.

We are subject to numerous existing federal, state and local laws and regulations, including matters relating to the protection of the environment.
Under certain environmental laws, a current or previous owner or operator of real estate may be liable for contamination resulting from the
presence or discharge of hazardous or toxic substances or petroleum products at, on, or under, such property, and may be required to investigate
and clean-up such contamination. Such laws typically impose liability and clean-up responsibility without regard to whether the owner or
operator knew of or caused the presence of the contaminants, or the timing or cause of the contamination, and the liability under such laws has
been interpreted to be joint and several unless the harm is divisible and there is a reasonable basis for allocation of responsibility. For example,
liability may arise as a result of the historical use of a property or from the migration of contamination from adjacent or nearby properties. Any
such contamination or liability may also reduce the value of the property. In addition, the owner or operator of a property may be subject to
claims by third parties based on injury, damage and/or costs, including investigation and clean-up costs, resulting from environmental
contamination present at or emanating from a property. The properties owned or controlled by us are leased primarily as retail motor fuel and
convenience store properties, and therefore may contain, or may have contained, USTs for the storage of petroleum products and other
hazardous or toxic substances, which creates a potential for the release of such products or substances. Some of our properties may be subject to
regulations regarding the retirement and decommissioning or removal of long-lived assets including buildings containing hazardous materials,
USTs and other equipment. Some of the properties may be adjacent to or near properties that have contained or currently contain USTs used to
store petroleum products or other hazardous or toxic substances. In addition, certain of the properties are on, adjacent to, or near properties upon
which others have engaged or may in the future engage in activities that may release petroleum products or other hazardous or toxic substances.
There may be other environmental problems associated with our properties of which we are unaware. These problems may make it more
difficult for us to re-let or sell our properties on favorable terms, or at all.

Edgar Filing: GETTY REALTY CORP /MD/ - Form 10-K

Table of Contents 22



12

Edgar Filing: GETTY REALTY CORP /MD/ - Form 10-K

Table of Contents 23



Table of Contents

For additional information with respect to pending environmental lawsuits and claims, and environmental remediation obligations and estimates
see �Item 3. Legal Proceedings�, �Environmental Matters� in �Item 7. Management�s Discussion and Analysis of Financial Condition and Results of
Operations� and note 6 in �Item 8. Financial Statements and Supplementary Data � Notes to Consolidated Financial Statements� in this Annual
Report on Form 10-K.

We enter into leases and various other agreements which allocate responsibility for known and unknown environmental liabilities by
establishing the percentage and method of allocating responsibility between the parties. Our tenants are directly responsible to pay for
(i) remediation of environmental contamination they cause and compliance with various environmental laws and regulations as the operators of
our properties, and (ii) environmental liabilities allocated to them under the terms of our leases and various other agreements. Generally, the
liability for the retirement and decommissioning or removal of USTs and other equipment is the responsibility of our triple-net tenants. We are
contingently liable for these obligations in the event that our tenants do not satisfy their responsibilities. A liability has not been accrued for
obligations that are the responsibility of our tenants (other than amounts accrued for the Marketing Environmental Liabilities accrued in the
fourth quarter of 2011). However, there can be no assurance that our assessments are correct or that our tenants who have paid their obligations
in the past will continue to do so.

We cannot provide any assurance that the programs under which we are reimbursed from state UST remediation funds will continue to be
available to us. Environmental exposures are difficult to assess and estimate for numerous reasons, including the extent of contamination,
alternative treatment methods that may be applied, location of the property which subjects it to differing local laws and regulations and their
interpretations, as well as the time it takes to remediate contamination. In developing our liability for estimated environmental remediation
obligations on a property by property basis, we consider among other things, enacted laws and regulations, assessments of contamination and
surrounding geology, quality of information available, currently available technologies for treatment, alternative methods of remediation and
prior experience. Environmental accruals are based on estimates which are subject to significant change, and are adjusted as the remediation
treatment progresses, as circumstances change and as environmental contingencies become more clearly defined and reasonably estimable.
Adjustments to accrued liabilities for environmental remediation obligations will be reflected in our financial statements as they become
probable and a reasonable estimate of fair value can be made.

It is possible that our assumptions regarding the ultimate allocation methods and share of responsibility that we used to allocate environmental
liabilities may change, which may result in adjustments to the amounts recorded for environmental litigation accruals and environmental
remediation liabilities. We will be required to accrue for environmental liabilities that we believe are allocable to others under various other
agreements if we determine that it is probable that the counterparty will not meet its environmental obligations. We may ultimately be
responsible to pay for environmental liabilities as the property owner if the counterparty fails to pay them.

We cannot predict what environmental legislation or regulations may be enacted in the future, or if or how existing laws or regulations will be
administered or interpreted with respect to products or activities to which they have not previously been applied. We cannot predict whether
state UST fund programs will be administered and funded in the future in a manner that is consistent with past practices and if future
environmental spending will continue to be eligible for reimbursement at historical recovery rates under these programs. Compliance with more
stringent laws or regulations, as well as more vigorous enforcement policies of the regulatory agencies or stricter interpretation of existing laws
which may develop in the future, could have an adverse effect on our financial position, or that of our tenants, and could require substantial
additional expenditures for future remediation.

As a result of the factors discussed above, or others, compliance with environmental laws and regulations could have a material adverse effect on
our business, financial condition, results of operations, liquidity, ability to pay dividends or stock price.

We are defending pending lawsuits and claims and are subject to material losses.

We are subject to various lawsuits and claims, including litigation related to environmental matters, such as those arising from leaking USTs and
releases of motor fuel into the environment, and toxic tort claims. The ultimate resolution of certain matters cannot be predicted because
considerable uncertainty exists both in terms of the probability of loss and the estimate of such loss. Our ultimate liabilities resulting from such
lawsuits and claims, if any, could cause a material adverse effect on our business, financial condition, results of operations, liquidity, ability to
pay dividends or stock price. For additional information with respect to pending environmental lawsuits and claims and environmental
remediation obligations and estimates see �Item 3. Legal Proceedings� and �Environmental Matters� in �Item 7. Management�s Discussion and
Analysis of Financial Condition and Results of Operations� and notes 3 and 6 in �Item 8. Financial Statements and Supplementary Data � Notes to
Consolidated Financial Statements� in this Annual Report on Form 10-K.
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A significant portion of our properties are concentrated in the Northeast and Mid-Atlantic regions of the United States, and adverse
conditions in those regions, in particular, could negatively impact our operations.

A significant portion of the properties we own and lease are located in the Northeast and Mid-Atlantic regions of the United States. Because of
the concentration of our properties in those regions, in the event of adverse economic conditions in those regions, we would likely experience
higher risk of default on payment of rent to us than if our properties were more geographically diversified. Additionally, the rents on our
properties may be subject to a greater risk of default than other properties in the event of adverse economic, political, or business developments
or natural hazards that may affect the Northeast or Mid-Atlantic United States and the ability of our lessees to make rent payments. This lack of
geographical diversification could have a material adverse effect on our business, financial condition, results of operations, liquidity, ability to
pay dividends or stock price.

We are in a competitive business.

The real estate industry is highly competitive. Where we own properties, we compete for tenants with a large number of real estate property
owners and other companies that sublet properties. Our principal means of competition are rents we are able to charge in relation to the income
producing potential of the location. In addition, we expect other major real estate investors, some with much greater financial resources or more
experienced personnel than we have, will compete with us for attractive acquisition opportunities. These competitors include petroleum
manufacturing, distributing and marketing companies, other REITs, public and private investment funds and other individual and institutional
investors. This competition has increased prices for properties we seek to acquire and may impair our ability to make suitable property
acquisitions on favorable terms in the future.

We are exposed to counterparty risk and there can be no assurances that we will effectively manage or mitigate this risk.

We regularly interact with counterparties in various industries. The types of counterparties most common to our transactions and agreements
include, but are not limited to, landlords, tenants, vendors and lenders. Our most significant counterparties include, but are not limited to the
members of the Bank Syndicate related to our Credit Agreement and the lender that is the counterparty to the Prudential Loan Agreement and
one of our tenants from whom we derive a significant amount of revenue. The default, insolvency or other inability of a significant counterparty
to perform its obligations under an agreement or transaction, including, without limitation, as a result of the rejection of an agreement or
transaction in bankruptcy proceedings, could have a material adverse effect on us. One of our tenants, CPD NY Energy Corp., a subsidiary of
Chestnut Petroleum Dist. (together with its affiliates, �CPD�)), represents 18% and 12% of our revenues from rental properties for 2012 and 2011,
respectively. It is possible that as a result of either acquiring additional properties from CPD or as a result of disposing some of our existing
properties, CPD could account for a greater percentage of our revenues from rental properties. We may also undertake additional transactions
with our other existing tenants which would further concentrate our sources of revenues. Therefore, the failure of a major tenant is likely to have
a material adverse effect on our business, financial condition, results of operations, liquidity, ability to pay dividends or stock price.

We are subject to losses that may not be covered by insurance.

We, and certain of our tenants, carry insurance against certain risks and in such amounts as we believe are customary for businesses of our kind.
However, as the costs and availability of insurance change, we may decide not to be covered against certain losses (such as certain
environmental liabilities, earthquakes, hurricanes, floods and civil disorder) where, in the judgment of management, the insurance is not
warranted due to cost or availability of coverage or the remoteness of perceived risk. There is no assurance that these insurance coverages are or
will be sufficient to cover actual losses incurred. The destruction of, or significant damage to, or significant liabilities arising out of conditions
at, our properties due to an uninsured cause would result in an economic loss and could result in us losing both our investment in, and
anticipated profits from, such properties. When a loss is insured, the coverage may be insufficient in amount or duration, or a lessee�s customers
may be lost, such that the lessee cannot resume its business after the loss at prior levels or at all, resulting in reduced rent or a default under its
lease. Any such loss relating to a large number of properties could have a material adverse effect on our business, financial condition, results of
operations, liquidity, ability to pay dividends or stock price.
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Failure to qualify as a REIT under the federal income tax laws would have adverse consequences to our shareholders.

We elected to be treated as a REIT under the federal income tax laws beginning January 1, 2001. We cannot; however, guarantee that we will
continue to qualify in the future as a REIT. We cannot give any assurance that new legislation, regulations, administrative interpretations or
court decisions will not significantly change the requirements relating to our qualification. If we fail to qualify as a REIT, we would not be
allowed a deduction for distributions to shareholders in computing our taxable income and will again be subject to federal income tax at regular
corporate rates, we could be subject to the federal alternative minimum tax, we could be required to pay significant income taxes and we would
have less money available for our operations and distributions to shareholders. This would likely have a significant adverse effect on the value of
our securities. We could also be precluded from treatment as a REIT for four taxable years following the year in which we lost the qualification,
and all distributions to shareholders would be taxable as regular corporate dividends to the extent of our current and accumulated earnings and
profits. Loss of our REIT status could have a material adverse effect on our business, financial condition, results of operations, liquidity, ability
to pay dividends or stock price.

We are exposed to interest rate risk and there can be no assurances that we will manage or mitigate this risk effectively.

We are exposed to interest rate risk, primarily as a result of our Credit Agreement. Borrowings under our Credit Agreement bear interest at a
floating rate. Accordingly, an increase in interest rates will increase the amount
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