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FINANCIAL HIGHLIGHTS
(amounts in thousands, except per share data)  2001  2002  2003  2004  2005

Total Revenues $ 1,185,718 $ 1,318,497 $ 1,501,329 $ 1,817,589 $ 2,078,155

Storage Revenues  694,474  759,536  875,035  1,043,366  1,181,551

Gross Margin (excluding depreciation)   51.4%  52.8%  54.7%  54.7%  54.9%

Operating Income (1)  144,116  252,586  304,893  344,496  386,784

Operating Income as a % of Total Revenues  12.2%  19.2%  20.3%  19.0%  18.6%

OIBDA (2)  297,387  361,578  435,811  508,125  573,706

OIBDA as a % of Total Revenues  25.1%  27.4%  29.0%  28.0%  27.6%

Interest Expense, net  134,742  136,632  150,468  185,749  183,584

(Loss) Income from Continuing Operations  
   per Share — Diluted (3)  (0.35)  0.49  0.65  0.72  0.86

Net (Loss) Income per Share — Diluted (4)  (0.35)  0.45  0.65  0.72  0.84

(1)   Includes $59,217 of goodwill amortization expense for 2001, that would not have been recorded had Statement of Financial Accounting Standards (SFAS) No. 142 been implemented 
on January 1, 2001. 

(2)  Operating income before depreciation and amortization. See Item 6 on p.21 of the accompanying Annual Report on Form 10-K for a reconciliation of OIBDA to Net (Loss) Income.

(3)  Giving effect to the elimination of goodwill amortization under SFAS No. 142, Income From Continuing Operations would have been $0.04 per diluted share for 2001.  

(4)  Giving effect to the elimination of goodwill amortization under SFAS No. 142, Net Income would have been $0.04 per diluted share for 2001.

AT-A- GL ANCE ( A S O F 3 /31 /20 0 6 )

YEAR FOUNDED: 1951

MAJOR SERVICE LINES:  
  Records Management Services
 Data Protection and Recovery Services
 Information Destruction Services

EMPLOYEES: 15,800

MARKETS SERVED  
(26 Countries): 
  North America: 94 

Europe: 50 
Latin America: 10 
Pacific Rim: 12

CORPORATE CLIENTS: 90,000

FACILITIES WORLDWIDE: 916

2005 FINANCIAL RESULTS: 
  Revenues: $2.1 billion 

OIBDA: $574 million 
Net Income: $111 million 
EPS-Diluted: $0.84
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Iron Mountain Incorporated (NYSE:IRM) helps 
organizations around the world reduce the costs and 
risks associated with information protection and 
storage. The Company offers comprehensive records 
management and data protection solutions, along 
with the expertise and experience to address complex 
information challenges such as rising storage costs, 
litigation, regulatory compliance and disaster recovery. 
Founded in 1951, Iron Mountain is a trusted partner to 
more than 90,000 corporate clients throughout North 
America, Europe, Latin America and the Pacific Rim. 
For more information, visit the Company’s website at 
www.ironmountain.com.

ABOUT OUR COMPANY
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Iron Mountain was founded in 1951 and operated as a privately owned company 
until its Initial Public Offering (IPO) on February 1, 1996, when it raised $38 million 
of equity capital to begin the pursuit of its growth strategy. Over the next 10 
years, the Company maintained a disciplined adherence to its three-phase 
strategy and transformed itself from America’s largest records management 
company, supported by 1,200 employees, to the global leader in information 
protection and storage services with more than 15,800 employees worldwide.

GROWTH THROUGH ACQUISITION   Iron Mountain dramatically increased 
its scale and expanded its geographic footprint and portfolio of major services 
primarily through acquisitions. In the last 10 years, the Company has invested 
approximately $3.1 billion to acquire more than 150 companies. The merger 
with Pierce Leahy Corp. in 2000 and the acquisition of the records management 
operations of Hays plc in 2003 effectively doubled the size of the Company’s 
North American and European businesses, respectively, at the time each was 
completed. While acquisitions are no longer the primary driver of growth for the 
Company, they remain an important component of the overall growth strategy. 

Initial Public Offering on 
the NASDAQ exchange, 
under the symbol IMTN

Launched Consulting 
Services specializing in 
comprehensive records 
management program 
development and 
implementation

Health Information Management 
services expanded through the 
acquisition of Record Masters

Acquired Arcus 
Data Security, 
becoming the 
leading off-site 
data protection 
company

Established European 
presence by acquiring 
50.1% of British Data 
Management in  
the UK

Moved to the 
NYSE under the 
symbol IRM

IRON MOUNTAIN  

 TEN YEARS OF BUILDING LEADERSHIP
  Growing America’s Largest Records Management Company into 

the Global Leader in Information Protection and Storage Services

THE JOURNEY TO LEADERSHIP

First senior 
subordinated notes 
issued at 101/8%

P H A S E  I  -  M A R K E T S  A N D  P R O D U C T S
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BUILDING SCALE ON A GLOBAL BASIS   In 1995, Iron Mountain operated exclusively in the 
United States. By the end of 2005, the Company had generated 28% of its revenues internation-
ally, having expanded its market presence to 26 countries on four continents. Acquisitions in the 
UK (1999), Mexico (1999), Argentina (2000), Canada (2000) and Australia/New Zealand (2005) 
established Iron Mountain’s presence in major new geographies. Globalization is a primary focus 
for the Company because the core businesses are physical, and building a global footprint is 
critical to supporting its largest clients wherever they do business.

EXPANDING PORTFOLIO OF SERVICES   In addition to servicing its largest customers wherever 
they do business, Iron Mountain has built an expanding portfolio of services based on clients’ 
increasing need for reducing costs and mitigating risks associated with information protection 
and storage. Acquisitions such as Record Masters (Health Information Services), Arcus Data 
Security (Off-Site Data Protection), Data Securities International (Software Escrow), RDI (Secure 
Shredding), and Connected Corporation (PC data protection) and LiveVault Corporation (server 
data protection) were critical to this effort. Since 1995, the Company has introduced multiple new 
service offerings, extending the depth and breadth of its records management, data protection 
and recovery and information destruction services.

Entered Latin America 
with initial acquisition 
in Buenos Aires, 
Argentina

Merged with Pierce 
Leahy doubling the 
size of the business 
and entering Canada 
for the first time

Entered the 
Secure Shredding 
market with initial 
acquisition in Texas

Introduced new Electronic 
Vaulting services for online 
backup and recovery

Established Digital 
Archiving services to 
help customers with 
electronic records 
management
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Exceeded $1 billion in annual revenues

PHA SE I
M A R K E T S A N D P RO D U C T S

Establish leadership and 
broad market access  
in the core businesses, 
primarily through 
acquisitions.

IRON MOUNTAIN’S THREE PHASE STR ATEGY

PHA SE I I
CU STO M E R S

Build a world class selling 
organization to aggressively 
sell new customers, 
converting previously 
unvended demand.

PHA SE I I I
C A P I TA L I Z AT I O N

Expand customer 
relationships to help  
them solve their  
information protection  
and storage problems.

Entered Mexico  
through joint venture 
with operations in 
four major cities

P H A S E  I I  -  C U S T O M E R S
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ADDING DIGITAL SERVICES TO A PHYSICAL BUSINESS   In anticipation of explosive information 
growth, new regulations and litigation demands, Iron Mountain built the digital analogy to its core physical 
businesses: E-Records Management and Digital Data Protection. Somewhat ahead of its time, Iron Mountain 
made an early investment in these digital services to address burgeoning compliance requirements calling for 
a holistic approach to information protection and storage. In 1995, more than 90% of the Company’s revenues 
were derived from the storage and services related to paper documents and vital records; by 2005, 19% of its 
revenues came from off-site data protection and 6% from online digital services. Today, Iron Mountain is a 
leading provider of Software-as-a-Service (SaaS) for managing e-records and protecting distributed data.

STRONG INTERNAL REVENUE GROWTH AND MARGIN EXPANSION   Since 1995, Iron Mountain has 
grown revenues from $104 million to $2.1 billion, a 10-year compounded annual growth rate of 35%. While 
nearly two-thirds of that growth is attributed to acquisitions, the Company has averaged 10% annual internal 
growth during this time while engineering a 21-fold scale change in its business. Over this 10 year period, 
highlighted first by an aggressive acquisition program and then by significant investments in new products 
and services and a world class selling organization, the Company also accreted margins. Iron Mountain has 
grown its gross margin (excluding depreciation) from 49.9% in 1995 to 54.9% in 2005 and its OIBDA margin 
from 25.2% in 1995 to 27.6% in 2005, while making the necessary investments to successfully integrate more 
than 150 acquisitions and support a multi-billion dollar, multi-national enterprise.

Debuted on the Fortune 
1000 list at #887

Named to the Information 
Week 500 for innovative 
technology practices

Expanded Secure Shredding 
services to Canada through the 
acquisition of Proshred Security 
International Inc.

Established market 
leadership for PC 
backup and recovery 
with the acquisition of 
Connected Corporation

THE JOURNEY TO LEADERSHIP  ( CO N T ’ D )

Doubled European 
business by acquiring 
the records management 
operations unit of Hays plc

P H A S E  I I  -  C U S T O M E R S  ( C O N T ’ D )

On March 10, 2006, Chairman and 
CEO Richard Reese, along with 
other Iron Mountain executives 
and invited guests, rang the 
closing bell at the New York Stock 
Exchange to celebrate 10 years as 
a public company.
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THEN & NOW

Exceeded $2 billion 
in annual revenues

Named by FORTUNE as 
one of America’s Most 
Admired Companies for 
Diversified Outsourcing

Entered the Pacific Rim by 
acquiring the Australian and New 
Zealand operations of Pickfords 
Records Management

Solidified market  
leadership for online 
server backup and recovery 
services with the acquisition 
of LiveVault Corporation

Launched Secure Shredding 
services in UK with the acquisition 
of Secure Destruction Ltd.
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FUNDING GROWTH   Iron Mountain has funded its tremendous growth through a combination of equity 
capital, debt capital, and more recently, cash flows generated by its own operations. Following the IPO, Iron 
Mountain raised nearly $1 billion of equity capital through two follow-on offerings, the last one coming in 
1999, and the issuance of equity securities as acquisition consideration. The Company has relied primarily 
on the public debt markets to fund its rapid growth, by leveraging the highly recurring nature of its revenue 
streams. Total debt has grown from $122 million in 1995 to $2.5 billion in 2005, more than 65% of which is in 
the form of 12-year senior subordinated notes. Since 2001, the Company has generated a cumulative total of 
$325 million of free cash flow before acquisitions (defined as cash flows from operating activities less capital 
expenditures, net of proceeds from asset sales, and customer acquisition costs) while funding internal growth 
(which has averaged 8% over that period), new product development and sales and marketing expansion.

CREATING SHAREHOLDER VALUE  Iron Mountain and its shareholders have been well rewarded for the 
Company’s vision, strategy and execution over the last decade. Its stock price has risen from less than $5 per 
share at the IPO, on a split-adjusted basis, to more than $42 10 years later. This represents a compounded annual 
growth rate of nearly 25% and gives the Company a market capitalization of approximately $5.6 billion.

P H A S E  I I I  -  C A P I T A L I Z A T I O N

 1995 2005 

Revenues $104 million $2.1 billion

OIBDA $26 million $574 million

Markets 26 166

Countries/Continents 1/1 26/4

Employees 1,200 15,800

Share Price $4.741 $42.22

Market Cap $153 million $5.6 billion

Fortune 1000 Rank N/A 811
(1) Split adjusted IPO price.



In 2005, Iron Mountain performed as we expected and as we projected, 
albeit in most cases at the high end of our forecasted ranges. We met or 
exceeded all of our targets for revenues, operating income, OIBDA and 
internal growth. Revenues increased by $261 million, or 14%, and internal 
growth was 8%, at the upper end of our guidance. Our storage revenue 
internal growth rate, a key driver of our business, continued to rise 
throughout the year reaching 10% in the fourth quarter and 9% for the 
year overall. Capital spending modestly exceeded our forecasts, driven 
primarily by the higher than expected growth of storage revenues, 
as storage is the most capital intensive service we provide. Operating 
income before depreciation and amortization (OIBDA) rose 13% to $574 
million and EPS rose 17% to $0.84 per diluted share. OIBDA margins ran 
ahead of plan at 27.6%. 

Our core North American businesses, comprised primarily of our physical 
records management and data protection businesses in the U.S. and 
Canada, performed very well in 2005. They exceeded both their revenue 
and contribution targets while working toward a merger of the two 
operations effective January 1, 2006. Storage revenues grew 9% overall 
and 8% internally, driven primarily by increasing storage internal growth 
rates in the paper business. By the end of the year we saw the highest 
storage internal growth rates since 2002, reflecting increased sales 
production and a more positive pricing environment. Core services in 
North America strengthened in 2005 with the data protection business 
growing through the technology change cycle that impacted its results 
in 2004. As important is the improvement in the core service growth 
rate of our paper business, which grew more in line with storage in 2005. 
Secure Shredding grew more than 20% internally as we continued to 
build our footprint through 10 acquisitions.

2005 was also a good year for our international operations, high-
lighted by expansion and consolidation, strong revenue growth in Latin 
America, and solid operational performance in Europe. Total revenues in 

C. Richard Reese
Chairman & Chief Executive Officer 
Iron Mountain Incorporated

TO OUR SHAREHOLDERS,

Our objectives in this annual report remain the same as in the 
past: to examine our annual results, review the progress made in 
2005 towards accomplishing our tactical and strategic goals, and 
to share our views about our future. Additionally, 2005 was our 
tenth year as a public company, so I will also give my perspective 
on what we have accomplished during the past decade.



our international segment grew 15%, primarily through acquisitions. In 
addition to the Pickfords acquisition in Australia/New Zealand and the 
shredding acquisition in the UK, we completed fold-in acquisitions in 
both France and Spain. We also purchased significant minority partner 
positions in Latin America, giving us ownership of more than 78% of 
our operations in that region. Our market position in Europe remains 
unequaled and we are building a strong management team focused on 
improving sales performance and driving higher margins through scale 
and increased efficiency.

Perhaps the most dramatic changes we saw in 2005 were in our Digital 
business. Having integrated Connected with our existing Digital opera-
tions, acquired LiveVault and, effective January 1, 2006, added our 
Intellectual Property Management (IPM) business to the group, we 
brought all of our Digital businesses together under a common umbrella 
to give them the freedom and flexibility to focus on developing and 
selling the products and services necessitated by this rapidly growing, 
ever-changing market. Our Digital business was contribution positive for 
the first time in 2005, several quarters ahead of expectation. Including 
IPM, our Digital revenues grew 125% in 2005, with an internal growth 
rate of more than 40%. We continue to be a major player in the digital 
archiving space and have established clear leadership in the data protec-
tion market for remote servers and desktop/laptop computers. 

We continue to be a 

major player in the 

digital archiving space 

and have established 

clear leadership in the 

data protection market 

for remote servers 

and desktop/laptop 

computers.
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After going public in 1996 and raising capital to actively 
consolidate a fragmented industry, we embarked upon 
a long-term growth plan to build global leadership in 
a new, emerging market space: information protec-
tion and storage. This growth plan was embodied 
in a three phase strategy that we have executed 
with discipline ever since. The first phase involved 
establishing leadership and broad market access in 
both of our core businesses: records management 
and data protection, primarily through acquisitions. 
In the second phase we invested in building a world-
class selling organization to aggressively sell new 
customers, converting previously unvended demand. 
We are now focused on the third phase, which we 
term the capitalization phase. In this phase, which 
will run for a long time to come, we seek to expand on 
our existing customer relationships to help customers 
solve their information protection and storage prob-
lems and increase our share of their expenditures in 
these areas. Doing this means expanding our product 
lines to solve new, more complex customer problems 
and propagating these new services across our global 
footprint. In addition, we are focusing significant 
energy and investments internally to standardize our 
global services, wring costs from our processes and 

provide better quality services and support to our 
customers and employees. 

Our Company is a portfolio of related businesses and 
service lines that operate on four continents. As such, 
different parts of our business are at different stages 
in their evolution along the three phase strategy. 
However, the enterprise as a whole has moved solidly 
into the third phase and is focused on internal 
growth from existing and new customers and driving 
margin, and therefore, returns on invested capital. 
That said, we will continue to use all of the tools we 
used during the first two phases, such as acquisitions 
and sales force expansion, to build a larger, more 
profitable, global enterprise that remains the leader 
in information protection and storage services. 

During 2005, we accomplished much towards 
advancing our strategy. Late in 2004, we acquired 
Connected Corporation, a technology partner of our 
Digital business. We have now successfully inte-
grated Connected and our former Digital operations 
into a unified organization that performed above 
our expectations. The success of this acquisition 
was important for market and financial performance 

We are focusing significant energy 

and investments internally to 

standardize our global services, wring 

costs from our processes and provide 

better quality services and support to 

our customers and employees.



reasons, but also because it was our first acquisition 
in the technology space. We leveraged that experi-
ence late in 2005 and acquired another technology 
partner, LiveVault Corporation. LiveVault owned the 
core technology central to one of our fastest growing 
service lines, Server Electronic Vaulting. By acquiring 
LiveVault we bought out a future royalty stream, 
which we believe would have grown significantly, 
gained control of this core technology and added to 
our organizational strength and intellectual property 
portfolio. We also advanced our agenda for intro-
ducing this service in Europe. 

We augmented our growing business in Secure 
Shredding in the U.S. and Canada through internal 
startups in Latin America and an acquisition in the 
United Kingdom. Late in 2005, we acquired the 
largest Secure Shredding operator in the UK, Secure 
Destruction Limited, which gave us national market 
coverage, plant capacity and a professional staff. 
Following the same model we developed in North 
America, we are integrating the shredding business 
into our Records Management operations to leverage 
customer relationships and overhead.

ASIA PAC I FIC
12 MAR KETS

U N DER DEVELOPMENT

NORTH AMER ICA
94 MAR KETS

EU ROPE
50 MAR KETS

LATI N AMER ICA
10 MAR KETS

Expanding our 
footprint into Asia 
and the Pacific Rim 
is an integral part 
of our strategy “to 
be everywhere our 
customers need  
us to be.”

Iron Mountain 2005 Annual Report >  9



In December, we made our first 
acquisition in the Asia Pacific 
region with the acquisition of 
Pickfords Records Management. 
Pickfords gives us a scale busi-
ness with a strong manage-
ment team and market presence 
in every major city in Australia 
and New Zealand. We now have 
the footprint to immediately 
compete for national contracts 
and to offer Records Management 

services across both countries  
to our global customers. Pickfords 
has an emerging Secure Shredding 
business which we will continue 
to develop and we look forward  
to introducing all of our infor-
mation protection and storage 
services to this market in the full-
ness of time.

Expanding our footprint into Asia 
and the Pacific Rim is an integral 
part of our strategy “to be where 

our customers need us to be.” Not 
only are many of our customers 
asking us for help in this part of 
the world, but it is also a large 
and growing market in its own 
right. We have done significant 
work to inventory the various 
business development opportuni-
ties in this part of the world and 
we expect to take advantage of 
many of those opportunities over 
the next several years. It is likely 
that we will use a combination 
of joint venture arrangements, 
minority ownership positions, 
and technology and marketing 
agreements to develop our pres-
ence in this region. While we will 
also use acquisitions, they are not 
likely to play as significant a role 
as they did in the build-out of the 
Americas and Europe. As such, we 
should require less capital to build 
out our Asia Pacific operations.

In 2005, we invested $464 million 
of total capital in projects to main-
tain current operations, support 
internal growth, develop new prod-
ucts, improve business operations, 
acquire 16 new businesses and 
complete three partner buyouts in 
Latin America. The mix of capital 
investments is shifting. From the 
beginning of 1996 through 2000, 
84% of the capital we invested in 
the business went to acquisitions. 
That has dropped to 49% over the 
last five years. The future will likely 
see a continuation of investment 
trending away from acquisitions 

We continued to build and evolve our 

organization to develop management 

bench strength and add to our skill set 

in preparation for managing the larger 

enterprise we fully expect to become.



and into growth and efficiency initiatives such as 
new product development, processes and systems to 
drive future margin increases and building a stronger 
platform for a substantially larger business. In 2005, 
we generated $120 million of free cash flow before 
acquisitions, which was enough to fund two-thirds of 
our acquisition spending for the year.

We remain a leveraged business model. The highly 
predictable cash flows derived from our largely recur-
ring revenue model allow us to comfortably support 
significant financial leverage. Our business requires 
considerable capital investment in real estate, racking 
systems and IT storage systems for increased capacity 
to support the growth of both physical and digital 
storage revenues, which represent 57% of our consol-
idated revenue stream. We believe that prudent 
financial leverage applied to attractive return assets 
drives return on shareholder equity. That said, our 
consolidated leverage ratio, as defined by our senior 
credit facility, was 4.3 at year end, which is the lowest 
level it has been at any time during our 10 years as a 
public company. We have ample liquidity and access 
to sufficient capital to fund our strategy.

During the year, we faced several challenges as we 
and our customers reacted to new laws surrounding 
privacy and the handling of personal information. As 
the industry leader and the custodian of consider-
able amounts of personal data, we have the oppor-
tunity and the responsibility to provide leadership to 
our customers who are facing significant challenges 
meeting these new regulations. We developed new 
technologies and expanded our service options 
for customers to help them address these issues. 
Internally, we upgraded our processes, enhanced our 
employee training and implemented data encryp-
tion technologies for our own data. These and other 
trends in regulations continue to challenge us now 
and in the future. However, they also create tremen-
dous opportunities for those that understand them 

and who can provide services to relieve increased 
customer pain. 2005 challenged us but we are now 
much stronger and are focused on the opportunities 
that lie ahead in this area.

We continued to build and evolve our organization 
to develop management bench strength and add to 
our skill set in preparation for managing the larger 
enterprise we fully expect to become. During the 
year, I asked Bob Brennan, previously President of 
North America, to accept the role of President and 
Chief Operating Officer of the Company. This allows 
me to focus more time on developing the business 
and new products, while Bob focuses on building the 
global organization and aligning it to take advan-
tage of the opportunities ahead. During the year, we 
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SECURITY 
  We protect our customers’ information  

as if it were our own.

TOTAL CUSTOMER SATISFACTION 
  We deliver what our customers expect,  

when they expect it.

CANDOR 
  We communicate in an open and truthful way 

that is constructive and respectful.

INTEGRITY 
  We are always honest and never compromise  

our Core Values.

ACCOUNTABILITY 
  We each hold ourselves personally responsible 

for our actions, commitments and results.

ACTION ORIENTATION 
  We are alert to opportunities and problems  

and act with a sense of urgency.

TEAMWORK 
  We work in teams to accomplish far more  

together than we could as individuals.

T H E  I R O N  M O U N T A I N  WAY

O U R  C O R E  V A L U E S



surveyed our employees around the world to understand their views 
of the Company, with which they are investing their career. We will 
continue this process in the future as we recognize the value of our 
Iron Mountaineers to our collective success. We also introduced to our 
organization seven core values that we believe form a common founda-
tion of the behavior we expect from one another. As our partners, you 
will be interested in these values, which you can find on page 11 of this 
report. We are a stronger organization today than a year ago and we will 
continue to build on that strength.

We continued our journey to build a world-class selling organization 
supported by a service delivery organization driven by total customer 
satisfaction. We are fortunate to operate in large, trend-favored markets 
that afford a fair return on capital. We remain committed to our two 
original principles that bear repeating: (1) invest our shareholders’ 
money as if it were our own and (2) do what is right for our customers 
and employees. As always, we will continue to invest your money 
with the goal of increasing OIBDA in relation to total capital invested. 
Nothing in our business changes rapidly. However, we have established 
our strategic position, acquired dominant market share and broadened 
our business to offer a unique value to our customers. The majority, 
but not all, of the capital investment required to build our platform is 
behind us. Our returns currently reflect the returns derived from our 
acquisition phase. We are biased for growth, meaning that our focus 

In April, we launched the new 
ironmountain.com, a site 
that reflects our commitment 
to helping our customers 
reduce the risks and costs  
of information protection 
and storage.



is on driving long-term sustainable revenue growth, 
potentially at the expense of near-term margins. 
Future investment will be dominated, although not 
exclusively, by success-based investments in revenue 
growth and efficiency projects. We generate signifi-
cant free cash flow and expect that to grow steadily. 
We can see the time coming when our free cash flow 
will exceed our ability to reinvest in our current busi-
nesses. Our future strategy remains one of returning 
to our shareholders any cash in excess of our ability 
to invest at attractive returns in our current market 
space. We are not driven for size alone. Simply put, 
we strive to invest the maximum amount of capital 
at acceptable returns on total capital and apply 
prudent financial leverage to enhance return on 
shareholder equity. 

As I said at the beginning, 2005 was our tenth year of 
operations as a public company. As I reflect on the last 
decade I am amazed at what this organization, with 
the support of our shareholders and for the benefit 
of our customers, has accomplished. In 1995, before 
our IPO on February 1, 1996, we generated revenues 
of $104 million from operations in 26 U.S. cities, with 
over 90% derived from the storage and servicing 
of paper documents. 10 years later we reported 
revenues of $2.1 billion, a 21-fold increase, 72% from 
the U.S. and 28% international, with operations in 
166 cities in 26 countries on four continents. The 
storage and servicing of paper documents still domi-
nates our business at 75% of total revenues as it has 
grown steadily during the last 10 years. However, we 
have broadened our business from that single service 
to three major service lines: records management 
services, data protection and recovery services, and 
information destruction services, all with multiple 
products and vertical solutions that encompass phys-
ical and digital service delivery models. This period 
saw unprecedented acquisition activity averaging 11/4 
acquisitions per month over 10 years, spanning four 
continents, and driving a total revenue compounded 
annual growth rate of 35%. 

Even with this high velocity of change, the organiza-
tion accreted OIBDA margins more than 200 bps after 
reinvesting approximately 800 bps of operational 
improvements and overhead leverage into increased 
technology spending to support an emerging Digital 
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To provide superior value to our customers by

•  Protecting and storing their information as if it were our own,

•  Earning their trust with service that is reliable and responsive, and

•  Providing comprehensive information protection  
and storage solutions to reduce our customers’  
costs and risks.

O U R  M I S S I O N



business and our customer facing 
organizations—sales, marketing 
and account management—to 
support internal growth. In 1995, 
we had internal growth of 8%; 
in 2005 we had internal growth 
of 8%, on a 21 times larger base! 
The exact match of the begin-
ning and ending points is mostly 
coincidence, but our ability to 
maintain a healthy internal 
growth rate that averaged 10% 
over this period, while creating 
such a scale change, was all about 
great execution by our organiza-
tion and a strategy that required 
the willingness and the ability 
to make the investments neces-
sary to accomplish our goals. 
Almost any company can create 
growth through acquisitions and 
we understand how to do that. 
However, our plan has been to 
create strong internal growth 
over a long period of time and it 
is working. I cannot promise the 
next 10 years will be as fast paced 
as the last 10 years. However, the 
strategy is in place, our market 
position is established and the 

team that brought you the last 
10 years is still here, augmented 
by new talent to help us execute 
even more crisply. I will let you 
know 10 years from now what I 
think of our performance.

Iron Mountain is fortunate to 
have a strong and active board 
of directors. As a group they 
hold a significant financial stake 
in our company. The majority of 
these holdings were created by 
investing their own cash, not by 
accrual of value from options 
granted to them by other share-
holders. They meet the standards 
and actions required for indepen-
dence. We believe those charac-
teristics, along with experience, 
good judgment, integrity and the 
willingness to share their opinion 
are the keys to good governance.

We are also fortunate to have 
nearly 16,000 dedicated 
Mountaineers worldwide. The 
knowledge and loyalty, devel-
oped through longevity, of our 
employees is a significant asset 
of Iron Mountain. We appre-

ciate their service and we will 
continue to work to reward them 
for their performance. One sign 
of their dedication was evidenced 
by how our team responded to  
our customers’ and employees’ 
needs during Hurricane Katrina 
in New Orleans. We rallied our 
disaster recovery plans and 
protected all of our customers’ 
assets, took on new customer 
challenges during the aftermath 
of the storm and found, protected, 
and supported our displaced 
employees and their families with 
a relief fund from employees and 
the Company that totaled over $1 
million of contributions. Another 
reminder to me of the dedication 
of our Mountaineers!

We continue to attract high 
quality shareholders as our part-
ners. We appreciate your advice 
and input. We will continue to 
communicate with you in an 
open and transparent manner as 
we believe that you are our part-
ners. As such, I want to remind 
you of an investment opportunity 
for our partners that we created 
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a few years ago. I believe that individual educa-
tion is the long term way to improve our world. 
To help our employees advance their families, we 
have established a charitable foundation, the Iron 
Mountain Scholarship Foundation. The Foundation 
was originally funded with commitments from several 
members of our board of directors and management 
team. The Foundation provides tuition assistance 
for children of our employees to attend college. It is 
intended to assist those that need extra help to push 
them over the line. Awarding of the scholarships is 
managed by an independent, professional organiza-
tion and awardees are limited to employees that earn 
below $60,000 per year. For those partners that have 
earned exceptional returns from their Iron Mountain 
investment, I ask that they consider joining us in 
supporting our employees’ family development. If 
you have interest in contributing, please contact me 
at scholarship@ironmountain.com. I thank everyone 
who has generously supported the Foundation’s work 
thus far.

I have been fortunate to lead this exceptional company 
for nearly 25 years. I have seen it grow from a small, 
local company to a global leader. It’s been a lot of fun, 
but from my seat, the fun is just beginning. Thank you 
for allowing me the privilege of leading your company 
for the last 10 years.

With continued pride and enthusiasm,

C. Richard Reese
Chairman & Chief Executive Officer
April 3, 2006
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Our plan has been to create strong internal growth 

over a long period of time and it is working.



John F. Kenny, Jr.
Executive Vice President,  
Chief Financial Officer 
Iron Mountain Incorporated

Every year at this time, as I write this letter for our Annual Report, I 
reflect on our most recent past performance and re-examine our future 
prospects. Our views on value creation in our business and the impor-
tance of complete and transparent communications with stakeholders 
regarding our results and our outlook for the future have not changed. 
Further, our business performance has been remarkably consistent. So, 
while this letter is necessarily somewhat repetitive, we feel fortunate to 
operate a business like this. As always, the principle that drives our focus 
and approach to long-term value creation continues to be increasing 
return on invested capital (ROIC) while reducing our cost of capital by:

• Driving long-term internal revenue growth; 
• Increasing operating margins;
• Improving capital efficiency; 
• Prudently redeploying discretionary cash flow; and
• Wisely managing our balance sheet.

Through rigorous adherence to our long-standing, three-phase strategic 
plan, we have established global leadership in the information protec-
tion and storage services market with our unmatched footprint and 
product and services portfolio. We are now beginning the long capital-
ization phase of our strategy where we take advantage of the tremen-
dous market opportunity before us, driving long-term revenue growth, 
margin expansion and capital efficiency, thereby increasing ROIC. At this 
stage of our development, we have a strong bias for growth. It is our 
continued strong preference to reinvest discretionary cash flows in those 
opportunities where we feel we can execute successfully and drive good 
returns on capital. In pursuing the biggest opportunities we have before 
us, we will deploy much more capital to drive internal growth than we 
will to acquire revenue. As I said in last year’s letter, this requires a blend 
of aggressiveness and patience. We are clearly focused on the long-term 
but understand the need for consistent near-term performance.

Since reaching an historic low of 6% for 2003, our internal growth rate 
has increased steadily, reaching 8% for each of the past two years. This is 
the middle of the range within which we expect the business to operate 
for the foreseeable future. This goal is supported by the market oppor-
tunities available to us and the continuing maturation of our selling 
organization. Demand for all of our products and services remains 
strong and we continue to benefit from stable net volume growth 
from existing customers in our physical businesses and a more positive 
pricing environment. Importantly, our storage internal growth rate, 
which also saw its nadir in 2003 at 8% and is a key indicator of the health 
of the business, has increased to 9% for the last two years, reflecting 

A MESSAGE FROM OUR CHIEF FINANCIAL OFFICER



the dynamics just discussed. Our 
customers continue to produce 
growing amounts of information 
and the spotlight on compliance 
through the consistent applica-
tion of a comprehensive records 
management program continues 
to get brighter. As a result, the 
value proposition we offer our 
customers is more important and 
relevant than it has ever been. 
We have a very large and very 
real opportunity to sell more of 
our traditional services in more 
geographies and to cross-sell our  
new services within our own 
customer base.

Over the past five years, our oper-
ating margins have increased 
from 12% to 19% and our OIBDA 
margins have increased from 25% 
to 28% over the same period, 
peaking at 29% in 2003. We main-
tain our goal of driving our estab-
lished businesses to 30% OIBDA 
margins, but because the mix 
of our business is changing, our 
consolidated margins will likely 

lag behind. All of our growth 
investments, which are doing 
very well and are enhancing our 
growth rates, are still in their 
nascent stages and are not gener-
ating the margins we believe they 
are capable of when they mature 
and achieve scale. These dynamics 
along with international expan-
sion, the roll-out of new services, 
and the build-out of an infra-
structure capable of supporting 
a $5 billion global enterprise will 
pressure margins in the short-
term but set the stage for longer-
term revenue growth and margin 
accretion. As our new services 
achieve scale they will positively 
impact consolidated margins, and 
we fully expect our European busi-
ness to eventually post margins in 
line with those of our core North 
American businesses. Effective 
January 1, 2006, we merged our 
North American physical busi-
nesses into one country model. 
Our first goal was to rationalize 
interactions with our customers, 

from both a sales and service 
delivery perspective, to maximize 
relationship revenue and even-
tually drive efficiencies through 
the organization. We have margin 
opportunities in the areas of 
transportation, administration 
and selling efficiencies. Over the 
long term, we will leverage over-
head as the Company continues 
to grow.

Our gross capital spending, as 
reported in our cash flow state-
ments, has declined from 17% of 
revenues in 2001 to 13% in each of 
the last two years. We expect our 
capital spending to stabilize at this 
level in the near-term with periodic 
variations driven in part by attrac-
tive opportunities to acquire real 
estate under rights of first refusal 
or purchase options that we built 
into our operating lease arrange-
ments. We have $40 million to $55 
million of such opportunities in 
2006 and we may continue to buy 
real estate in the short-term as a 
way to enhance long-term control 
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of our portfolio and capture appreciation potential 
for our shareholders. Capital once spent on acquisi-
tion integration and restructuring is now being spent 
on product development, and infrastructure projects 
to support a much larger, more complex and more 
geographically dispersed enterprise. The capital allo-
cation process at Iron Mountain continues to grow 
more sophisticated as we have increasingly diverse 
investment opportunities competing for capital on 
the basis of risk-adjusted returns. Importantly, we 
continue to sharpen our focus on driving returns on 
capital employed.

As a reminder, although we are a capital intensive 
business, the vast majority of our capital expendi-
tures are directly related to supporting new revenue 
growth. Generally less than 15% of our total capital 
expenditures go toward maintaining the current 
revenue stream. This maintenance capital spending 
consists primarily of major facility repairs, ware-
house equipment, replacing computer equipment 
for development and infrastructure, digital storage 
systems, and personal computers. It is important to 
note that storage systems in our physical businesses, 
or racking as they are known, which represent more 
than half of our capital expenditures on an annual 
basis, rarely require any significant repairs and are 
generally not replaced.

2005 PERFORMANCE  2005 was another year of 
strong performance as we once again achieved or 
exceeded all of our important financial objectives. We 
reported $2.1 billion in total revenues and our internal 
revenue growth rate at 8% was at the top of our 
forecasted range. Importantly, we saw acceleration 
in our storage internal growth rate, which reached 
10% in the fourth quarter, driven by an increase in the 
net volume growth rate and a more positive pricing 
environment. Total gross margin (excluding deprecia-
tion) at 54.9% was in line with 2004.

In 2005, we posted higher than forecasted OIBDA 
margins of 27.6%, driven by strong performance 
across the board, particularly in our Digital busi-
ness, which was contribution positive for the year. 
We generated $120 million of free cash flow before 
acquisitions driven primarily by a 24% increase in 
cash flows from operations and higher proceeds 
from the sales of assets. Offsetting these increases 
was $22 million of cash paid for taxes primarily in 
Canada where our NOL has been fully utilized. Cash 
flows from operations have grown at a 5-year CAGR 
of 19% while capital expenditures, net of proceeds 
from asset sales, have a comparable growth rate of 
only 8% over that same period. 

Net income for 2005 was $111 million, or $0.84 per 
diluted share, up 18% from $94 million, or $0.72 



per diluted share for 2004. As in 
previous years, foreign currency 
movements had a bearing on 
reported results. Specifically, in 
2005, we reported $6 million, or 
$0.03 per diluted share, of other 
expense, consisting almost exclu-
sively of net foreign currency 
related losses as we marked 
certain of our foreign subsidiary 
intercompany debt to market in a 
relatively stronger dollar environ-
ment. This compares to $8 million, 
or $0.04 per diluted share, of other 
income, consisting of net foreign 
currency related gains partially 
offset by early debt extinguish-
ment charges related to our 2004 
refinancing activities.

Our 2005 net income was also 
impacted by a non-cash charge 
of $3 million, net of tax, or $0.02 
per diluted share, recorded in 
the fourth quarter of 2005 as 
a Cumulative Effect of Change 
in Accounting Principle. Effective 
December 31, 2005, we adopted 
FASB Interpretation Number 
47, “Accounting for Conditional 
Asset Retirement Obligations, an 
interpretation of FASB Statement 
No. 143” which requires us to 
record a liability for the present 
value of the estimated future 
costs of preparing a facility for 
exit based on contractual obli-
gations contained in the lease. 
Going forward, the accretion 
of the associated liability will 
be recorded as a component of 
depreciation expense.

Since 2001, we have generated 
$325 million of cumulative free 
cash flow before acquisitions, 
while funding 8% annual internal 
revenue growth, building signifi-
cant new growth legs in shredding 
and Digital, and investing more 
than $100 million in real estate. 
We believe we have invested this 

discretionary free cash flow wisely 
and that these investments, along 
with our international expan-
sion investments, are beginning 
to generate increasing returns on 
incremental capital. We remain 
steadfast in our commitment 
to long-term value creation and 
fully believe that our ability to 
generate free cash flow will out-
pace our ability to prudently rein-
vest capital at acceptable rates of 
return in the future.

2005 was a quiet year for Iron 
Mountain in the capital markets. 
For the first time since 1995, we 
did not issue any public debt or 
equity securities. We have been 
very successful over the past 10 
years, raising the capital needed 
to support our strategic agenda, 
and subsequently refinancing our  
debt portfolio in a declining 
interest rate environment. The 
bond markets have come to appre-
ciate the stability of the cash flows 
in our business driven by a highly 
predictable recurring revenue 
stream. We sit here today with a 
well constructed balance sheet, 
and a prudent amount of leverage 
largely insulated from interest 
rate fluctuations. We continue 
to monitor the financial markets 
and will generally refinance any 
of our callable debt securities if 
market conditions present attrac-
tive opportunities. We do place 
value on extending the tenor of 
our portfolio given the long-term 
nature of our assets. As of year-
end, we had approximately $269 
million of borrowing capacity 
available under our various senior 
credit facilities.

As we expand internationally, we 
continue to implement a number 
of strategies designed to mitigate 
the risks associated with foreign 
currency exchange rate fluctua-
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Our established businesses 

are proving to be durable, 

cash generating engines. 

Before debt service, our 

North American physical 

businesses have generated 

cash available for 

redeployment of $1 billion 

over the last five years.



tions. Currently, our primary strategies are to finance 
our largest international operations with local debt 
denominated in local currency, or borrow in foreign 
currencies at the parent level thereby hedging our 
international investments in a tax efficient manner. 
As we become a more complex business with an 
expanding worldwide footprint, the tax implications 
of our global financing decisions become more crit-
ical. Therefore, we have moved the tax function into 
our treasury group to ensure a tight linkage between 
these two interrelated functions.

Speaking of taxes, we ended the year with consoli-
dated net operating loss carry-forwards of about 
$227 million. We expect we will be able to fully 
utilize all of our NOLs and, in the normal course, 
avoid paying any significant federal cash income 
taxes until 2008. However, we are developing tax 
strategies intended to optimize our worldwide tax 
position. One such strategy that we are likely to 
implement very soon involves the transfer of certain 
business functions within Europe. There is the poten-
tial that such transfers may trigger the accelerated 
use of our NOLs. While this will cause us to pay taxes 
sooner, we believe there are significant long-term 
benefits to this strategy.

As previously discussed, we have realigned our orga-
nization along a country model with each of our 
physical lines of business in North America, Europe, 
Latin America and the Pacific Rim under common 
regional management teams. The only exception to 
this model is our Digital business which, by its very 
nature, is deployed in a virtual fashion leveraging 
a common set of intellectual property and a global 
technology infrastructure. Consistent with the spirit 
of reporting guidelines, we will realign our segment 
disclosures to reflect how we are managing our 
business. Beginning with our first quarter Form 10-
Q, we will present the following segments: North 
America, consisting of our core physical businesses 
in the U.S. and Canada, COMAC, our fulfillment 

business and our consulting business; International, 
consisting of our results of operations in Europe, 
Latin America and the Pacific Rim; and Worldwide 
Digital Services, which will include digital archiving, 
electronic vaulting for both servers and personal 
computers and our intellectual property manage-
ment business. There will be no Corporate and Other 
segment as all corporate expenses will be allo-
cated and intercompany charges for capital usage 
and incentive compensation will be eliminated. We 
expect this presentation will enhance transparency 
by facilitating a more informed view of the progress 
we are making in growing and driving returns from 
businesses in different stages of development.

We are pleased with our recent performance and 
excited about the opportunities that lie ahead. Our 
established businesses are proving to be durable, 
cash generating engines. Before debt service, our 
North American physical businesses have generated 
cash available for redeployment of $1 billion over 
the last five years. Coincidently, we have invested a 
similar amount in our international and Digital busi-
nesses over the same time frame. The early review of 
these foundational investments is positive and they 
set the stage for opportunities to invest in growth 
over the long term.

Our investors are served by a dedicated management 
team with unwavering ethics and clarity of purpose: 
long-term value creation. We remain committed to 
treating our shareholders as full partners and look 
forward to seeing or hearing from you over the 
course of the year.

Sincerely,

John F. Kenny, Jr. 
Executive Vice President, Chief Financial Officer 
April 3, 2006



We have made statements in this report that constitute “forward-
looking statements” as that term is defined in the Private Securities 
Litigation Reform Act of 1995 and other federal securities laws. 
These forward-looking statements concern our operations, economic 
performance, financial condition, goals, beliefs, strategies, objectives, 
plans and current expectations. The forward-looking statements 
are subject to various known and unknown risks, uncertainties and 
other factors. When we use words such as “believes,” “expects,” 
“anticipates,” “estimates” or similar expressions, we are making 
forward-looking statements.

Although we believe that our forward-looking statements are based on 
reasonable assumptions, our expected results may not be achieved, and 
actual results may differ materially from our expectations. Important 
factors that could cause actual results to differ from expectations 
include, among others:

 •  changes in customer preferences and demand for our services;

 •  changes in the price for our services relative to the cost of providing 
such services;

 •  in the various digital businesses in which we are engaged, capital 
and technical requirements will be beyond our means, markets for 
our services will be less robust than anticipated, or competition will 
be more intense than anticipated;

 •  the cost to comply with current and future legislation or regulation 
relating to privacy issues;

 •  the impact of litigation that may arise in connection with incidents 
of inadvertent disclosures of customers’ confidential information;

 •  our ability or inability to complete acquisitions on satisfactory terms 
and to integrate acquired companies efficiently;

 •  the cost and availability of financing for contemplated growth;

 •  business partners upon whom we depend for technical assistance 
or management and acquisition expertise outside the U.S. will not 
perform as anticipated;

 •  changes in the political and economic environments in the countries 
in which our international subsidiaries operate; and

 •  other trends in competitive or economic conditions affecting 
our financial condition or results of operations not presently 
contemplated.

You should not rely upon forward-looking statements except as 
statements of our present intentions and of our present expectations, 
which may or may not occur. You should read these cautionary 
statements as being applicable to all forward-looking statements 
wherever they appear. We undertake no obligation to release publicly 
the result of any revision to these forward-looking statements that may 
be made to reflect events or circumstances after the date hereof or to 
reflect the occurrence of unanticipated events. Readers are also urged 
to carefully review and consider the various disclosures we have made 
in this document, as well as our other periodic reports filed with the 
Securities and Exchange Commission.
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Dividends
The only dividend we have paid 
on our common stock during the 
last two years was the stock divi-
dend paid in connection with the 
stock split on June 30, 2004. Our 
Board currently intends to retain 

future earnings, if any, for the 
development of our business and 
does not anticipate paying cash 
dividends on our common stock in 
the foreseeable future. Any deter-
minations by our Board to pay cash 
dividends on our common stock in 
the future will be based primarily 
upon our financial condition, 
results of operations and business 
requirements. Our Amended and 
Restated Credit Agreement dated 
July 8, 2004 contains provisions 
permitting the payment of cash 
dividends and stock repurchases 
subject to certain limitations. 

Other Information
We have included as Exhibit 31 
to our Annual Report on Form 
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with the Securities and Exchange 
Commission certificates of our Chief 
Executive Officer and Chief Financial 
Officer certifying the quality of 
our public disclosure, and we have 
submitted to the New York Stock 
Exchange a certificate of our Chief 
Executive Officer of the Company 
certifying that he is not aware of 
any violation by the Company of 
New York Stock Exchange corpo-
rate governance listing standards.
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