
2 0 1 9                      

A n n u a l 

R e p o r t

PUBLIC STORAGE



P RO P E RT I E S (as of December 31, 2019)

OR

CA

NV

UT

AZ

HIHH

CO

NE

KS

OK

TX LA

MO

MN

WI

IL IN OH

IMII

KY

TN

ALMS GA

SC

NC

VA

PA

NY
HHHNHH

MA
RI
CT

NJ

DE
MD

FL

39 

4294 /46

27
8

47

1111

75

4

21

22

311/21 11

38

57

15

126 39 49

45

15

35

231 113

63

93

104/1 199

28

67
22

3
27

15

5
58

62/5

2999995/29 3

100/3

UNITEDUUNITEDUNITED
KINGDOMKINGDOMKINGDOM

FRANCE

NGERMANNNNYYNNN

NETHERRERREREHHERRLALALALLLALAARRRRR NNDSNDAAAAA

BELBELBELELELLLELELGGGIUGIUUMU

DENMARKKKNMANMARNNMANN

NSWEDENENN

31

56

17

36

63

21

10

Number Net Rentable
of Properties Square Feet

Public Storage
Alabama 23 935,000
Arizona 47 3,103,000
California 429 29,627,000
Colorado 75 5,532,000
Connecticut 15 966,000
Delaware 5 324,000
Florida 295  20,312,000
Georgia 113 7,625,000
Hawaii 11 801,000
Illinois 126 7,952,000
Indiana 39 2,451,000
Kansas 21 1,268,000
Kentucky 15 866,000
Louisiana 11 777,000
Maryland 62 3,761,000
Massachusetts 27 1,875,000
Michigan 45 3,094,000
Minnesota 57 4,249,000
Mississippi 1 63,000
Missouri 38 2,236,000
Nebraska 4 377,000
Nevada 27 1,818,000
New Hampshire 2 132,000
New Jersey 58 3,863,000
New York 67 4,650,000
North Carolina 93 6,824,000
Ohio 49 3,199,000
Oklahoma 22 1,533,000
Oregon 39 2,040,000
Pennsylvania 28 1,957,000
Rhode Island 3 155,000
South Carolina 63 3,654,000

Number Net Rentable
of Properties Square Feet

Public Storage (cont.)
Tennessee 35 2,228,000
Texas 311 23,761,000
Utah 8 517,000
Virginia 104 6,455,000
Washington 100 6,960,000
Wisconsin 15 968,000

2,483 168,908,000

Shurgard Self Storage SA
Belgium 21 1,260,000
Denmark 10 572,000
France 56 2,950,000
Germany 17 984,000
Netherlands 63 3,301,000
Sweden 36 1,965,000
United Kingdom 31 1,801,000

234 12,833,000

Self-storage totals 2,717 181,741,000

PS Business Parks, Inc.
California 46 11,224,000
Florida 3 3,866,000
Maryland 5 1,258,000
Texas 21 4,850,000
Virginia 19 4,974,000
Washington 3 1,390,000

97 27,562,000

Grand Totals 2,814 209,303,000



SELECTED FINANCIAL HIGHLIGHTS

For the year ended December 31,

2019 2018 2017 2016 2015

(Amounts in thousands, except share and per share data)

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,846,823 $ 2,754,280 $ 2,668,528 $ 2,560,549 $ 2,381,696

Expenses:
Cost of operations . . . . . . . . . . . . . . . . . . . . . . 796,783 739,722 707,978 669,083 635,502
Depreciation and amortization . . . . . . . . . . . . . 512,918 483,646 454,526 433,314 426,008
General and administrative . . . . . . . . . . . . . . . . 71,983 118,720 82,882 83,656 88,177
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . 45,641 32,542 12,690 4,210 610

1,427,325 1,374,630 1,258,076 1,190,263 1,150,297
Other increase (decrease) to net income:
Interest and other income . . . . . . . . . . . . . . . . . . . 28,436 26,442 18,771 15,138 16,544
Equity in earnings of unconsolidated real estate

entities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69,547 103,495 75,655 56,756 50,937
Foreign currency exchange gain (loss) . . . . . . . . . . 7,829 18,117 (50,045) 17,570 306
Casualty loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — (7,789) — —
Gain on sale of real estate . . . . . . . . . . . . . . . . . . . . 341 37,903 1,421 689 18,503
Gain due to Shurgard public offering . . . . . . . . . . . — 151,616 — — —

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,525,651 1,717,223 1,448,465 1,460,439 1,317,689
Net income allocated to noncontrolling

equity interests . . . . . . . . . . . . . . . . . . . . . . . . . (5,117) (6,192) (6,248) (6,863) (6,445)

Net income allocable to Public Storage
shareholders . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,520,534 $ 1,711,031 $ 1,442,217 $ 1,453,576 $ 1,311,244

Per Common Share:
Distributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8.00 $ 8.00 $ 8.00 $ 7.30 $ 6.50
Net income - Basic . . . . . . . . . . . . . . . . . . . . . . . . $ 7.30 $ 8.56 $ 6.75 $ 6.84 $ 6.10
Net income - Diluted . . . . . . . . . . . . . . . . . . . . . . $ 7.29 $ 8.54 $ 6.73 $ 6.81 $ 6.07
Weighted average common shares - Basic . . . . . . . 174,287 173,969 173,613 173,091 172,699
Weighted average common shares - Diluted . . . . . 174,530 174,297 174,151 173,878 173,510

Balance Sheet Data:
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $11,365,444 $10,928,270 $10,732,892 $10,130,338 $ 9,778,232
Total debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,902,493 $ 1,412,283 $ 1,431,322 $ 390,749 $ 319,016
Total preferred equity . . . . . . . . . . . . . . . . . . . . . . $ 4,065,000 $ 4,025,000 $ 4,025,000 $ 4,367,500 $ 4,055,000
Public Storage shareholders’ equity . . . . . . . . . . . . $ 9,062,911 $ 9,119,478 $ 8,940,009 $ 9,411,910 $ 9,170,641
Permanent noncontrolling interests’ equity . . . . . . $ 16,756 $ 25,250 $ 24,360 $ 29,744 $ 26,997

Net Cash Flow:
Provided by operating activities . . . . . . . . . . . . . . . $ 2,079,273 $ 2,063,637 $ 1,972,889 $ 1,945,248 $ 1,748,126
Used in investing activities . . . . . . . . . . . . . . . . . . . $ (897,360) $ (515,912) $ (737,064) $ (699,023) $ (455,982)
Used in financing activities . . . . . . . . . . . . . . . . . . $ (1,120,735) $ (1,619,588) $ (992,219) $ (1,148,826) $(1,391,283)



CHAIRMAN’S LETTER

Fellow Shareholders,

Public Storage’s businesses delivered solid results in 2019 and achieved record revenues and net
operating income (“NOI”). Our three outstanding CEOs–Joe Russell at Public Storage, Marc
Oursin at Shurgard Self Storage and Maria Hawthorne at PS Business Parks–again positioned
their companies for continued growth.

Below are the key figures for our four businesses. They are presented as if Public Storage owned
100% of each to help you better understand our business results. At year-end 2019, Public
Storage owned approximately 42% of PS Business Parks (traded on the NYSE, symbol PSB) and
35% of Shurgard (traded on the Euronext, symbol SHUR). While our interests are significant,
both companies have separate Boards of Directors, the majority of which are independent.

Revenues1

(Amounts in millions)

2019 2018 2017

U.S. self-storage . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,685 $ 2,598 $ 2,512
European self-storage . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 249 237 231
Commercial properties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 443 428 414
Ancillary businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 199 191 191

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,576 $ 3,454 $ 3,348

Net Operating Income1

(Amounts in millions)

2019 2018 2017

U.S. self-storage . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,932 $ 1,902 $ 1,855
European self-storage . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 148 143 138
Commercial properties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 310 299 288
Ancillary businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 150 143 136

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,540 $ 2,487 $ 2,417

Public Storage’s share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,248 $ 2,225 $ 2,168

1. See accompanying schedule “Supplemental Non-GAAP Disclosures.”

The combined revenues of these businesses increased by about $122 million, to a record
$3.6 billion, and their NOI increased to a record $2.5 billion in 2019. Our share of their NOI
was $2.2 billion.
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2019 Highlights

U.S. Self-Storage

• Despite a challenging operating environment, revenue and NOI for our same-store
properties (those we have owned and operated on a stabilized basis since January 1,
2017) grew by 1.4% and 0.2%, respectively, compared with last year’s revenue and
NOI growth of 1.4% and 0.9%.

• Revenue and NOI for our non same-store properties grew by 22.7% and 18.1%,
respectively.

• Acquired 44 properties with 3.1 million net rentable square feet for $430 million.

• Invested $379 million in 11 new developments and 29 redevelopments of existing
properties with a combined 3.7 million net rentable square feet. We ended 2019 with
47 properties planned or under development totaling $619 million of investment,
approximately 70% of which are redevelopments of existing properties.

• Issued approximately $1 billion of preferred equity at an average rate of 5.0% to
refinance approximately $1 billion of existing preferred equity with an average rate of
6.0%. Issued $500 million of 10-year unsecured bonds at a rate of 3.385%. In
January 2020, issued €500 million of inaugural, 12-year euro-denominated unsecured
bonds at a rate of 0.875%.

• Paid 155th consecutive growing or sustained quarterly dividend at an annualized rate
of $8.00 share.

European Self-Storage

• Primarily from higher rents, Shurgard’s same-store revenue and NOI increased by
2.3% and 0.6%, respectively, compared with last year’s revenue and NOI growth of
1.1% and 2.3%.

• Acquired three properties in the Netherlands, developed two new properties in the
Netherlands and United Kingdom and completed three redevelopments in the UK
and Paris, increasing net square footage by 2% to 13 million.

• Paid second interim dividend since IPO in 2018 at an annualized rate of
approximately €0.67 per share.

Commercial Properties

• Primarily from rent growth, PS Business Parks’ same-store revenue and NOI both
increased by 4.9%, compared with last year’s revenue and NOI growth of 2.9% and
3.6%, respectively.
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• In 2019 and January 2020, acquired four parks–three industrial and one flex–with
0.8 million net rentable square feet for $148 million. Sold three office/flex parks and
one office building with 1.4 million net rentable square feet for $179 million.

• Issued $325 million of preferred equity at a rate of 4.875% to refinance $340 million
of existing preferred equity with an average rate of 5.7%.

• Paid 87th consecutive growing or sustained quarterly dividend at an annualized rate of
$4.20.

Ancillary Businesses

• Revenues and NOI from the U.S. tenant reinsurance segment were $132 million and
$106 million, respectively, up 5.0% and 5.8% over last year, due primarily to a
greater number of tenant insurance policies linked to the increase in properties owned.

As noted in previous letters, our goal is to grow free cash flow per share on a sustainable basis. I
believe this is the best metric to calculate our intrinsic business value and long-term management
performance.

Below are the trends for the last five and 10 years.

Compound Annual
Amounts Per Share Growth Rates

2019 2014 2009 Five-Year Ten-Year

Free cash flow . . . . . . . . . . . . . . . . . . . . $ 9.72 $ 7.66 $ 4.73 4.9% 7.5%
Dividends . . . . . . . . . . . . . . . . . . . . . . . $ 8.00 $ 5.60 $ 2.20 7.4% 13.8%
Net income . . . . . . . . . . . . . . . . . . . . . . $ 7.29 $ 5.25 $ 3.47 6.8% 7.7%
Core funds from operations . . . . . . . . . . $ 10.75 $ 8.09 $ 5.03 5.9% 7.9%

Outlook

The 2020 outlook for each of our businesses is different. Below are the opportunities and
challenges for each.

Public Storage

Tom Boyle, the company’s CFO, did an excellent job in the capital markets in 2019 and the
first two months of 2020. The company’s financial flexibility and cost of capital continue to
improve, which should benefit 2020 earnings and beyond.

The property development program continues to be an earnings headwind, but it is creating
significant shareholder value. To date, the program has generated about $2.1 billion of value,
and the current pipeline will add another $400 million. Near-term earnings are being impacted
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by dilution from the cost of the development team, operating losses from newly developed
properties and lost income on space being redeveloped. These aggregated $7 million of dilution
in 2019.

While the acquisition environment in the U.S. is much more robust than Europe, it is extremely
competitive. Despite the abundance of capital seeking self-storage investments, Mike McGowan,
our Senior Vice President of Acquisitions, and his team did an exceptional job in 2019 acquiring
$430 million of properties, and 2020 should be another excellent year. One reason for the
accelerated acquisition volume is the challenging operating environment due to a significant
amount of newly developed properties coming online (described in Joe Russell’s letter to
shareholders).

Organic growth will remain challenging as we continue to face significant new supply in many
markets. The good news is that we think the volume of new development has “peaked,” which
bodes well for longer-term rent and occupancy growth.

A number of new initiatives are under way to further enhance Public Storage’s competitive
position, the most visible of which is Property of Tomorrow. We are seeing measurable results
from this program (described in Joe’s letter to shareholders) and will continue to expand the
number of properties and markets. We also have a number of programs underway with respect
to the website, internet marketing and property-level technology.

Shurgard

Shurgard ended the year with cash of $223 million. These remaining uninvested IPO proceeds
will continue to impact earnings growth, as they did in 2019, but less so as Shurgard continues
to acquire and develop new stores.

Continued expansion of the development pipeline creates a headwind to earnings as well, as
personnel are hired and newly developed properties open (properties operate at a loss for the first
year). Similar to Public Storage, Shurgard’s development program generates substantial long-
term value for shareholders.

The European self-storage market is nascent, other than the UK, with quality acquisition
opportunities scarce. Accordingly, we plan to expand our development program in 2020.

Continued refinement of an already outstanding operating platform should again produce solid
organic growth in 2020. This will include the rollout of a new property level operating system,
iPharos 2, as well as continued refinement of internet marketing strategies.

PS Business Parks

Maria Hawthorne and her team executed a number of key strategic objectives in 2019,
positioning the company for continued value creation. Probably the two most important were

4



the disposition of a significant portion of the company’s office portfolio and redeployment of
capital into flex/industrial properties. While this has and will continue to create short-term
earnings dilution, the impact on free cash flow and long-term growth is very positive.

The second big achievement was the rezoning of the company’s 42-acre Tysons Corner property
(near Washington DC) from a Class C office portfolio into a planned multifamily community.
The densification of the site (from 700,000 square feet of office into 3.2 million square feet of
apartments) and the ongoing development opportunity will create significant value for PSB
shareholders over the next decade.

With the economy at full employment and little-to-no new development of competing product
in PSB’s submarkets, same-store NOI growth was again solid in 2019 at 4.9% and should
remain strong through 2020.

Conclusion

Our businesses enter 2020 with:

• Fortress balance sheets, significant liquidity and excellent credit ratings

• Proven business models that generate good returns on invested capital

• Well-located properties in growing markets

• Seasoned management teams with significant industry experience, high integrity and
character and a commitment to a unique culture

Our organization is well-positioned to create shareholder value in the next decade with multiple
platforms, tremendous financial strength and exceptional leadership.

Ronald L. Havner, Jr.
Chairman of the Board
February 28, 2020
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CHIEF EXECUTIVE OFFICER’S LETTER

Fellow Shareholders,

Public Storage is the commanding force within the self-storage industry. We clearly embody
strength, leadership and success through a singular focus on an asset class that has proven to
deliver superior performance within our platform.

Prior to joining Public Storage, I was fortunate to have the benefit of observing our company
grow into the juggernaut it is today as I led our affiliate, PS Business Parks, for 14 years. Now
having seen our enterprise from the inside out in my role as President and CEO, I must admit I
am even more impressed than I expected to be when I joined.

Public Storage has been intentionally crafted to generate significant free cash flow per share with
sustainable growth. Our success has come through strategies that promote the long-term
resilience of our properties and our company. These include maintaining a high-integrity culture
while continually growing scale, strengthening our dominant brand, innovating our platform
and utilizing a low-leverage balance sheet that allows us to invest over full economic cycles. The
Public Storage team is skilled and committed to driving long-term performance across the
enterprise.

Below, I would like to review our business performance in 2019 and then describe several
strategic objectives as we look forward into 2020 and beyond.

Business Results

We have two principal businesses: (i) self-storage, conducted under the Public Storage® brand,
and (ii) ancillary businesses, primarily the reinsurance of policies offered to our self-storage
customers under the Orange Door® brand. Below are the revenues and net operating income
(“NOI”) for each business.

Revenues1

(Amounts in millions)

2019 2018 2017

Self-storage . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,685 $ 2,598 $ 2,512
Ancillary businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 165 159 159

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,850 $ 2,757 $ 2,671
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Net Operating Income1

(Amounts in millions)

2019 2018 2017

Self-storage . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,932 $ 1,902 $ 1,855
Ancillary businesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 120 115 108

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,052 $ 2,017 $ 1,963

1. See accompanying schedule “Supplemental Non-GAAP Disclosures.”

In 2019, the revenues of these businesses increased by about $93 million, to a record of
$2.9 billion, and NOI increased to a record $2.1 billion.

Our earnings, core funds from operations and free cash flow per share for the last three years
were:

2019 2018 2017

Earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7.29 $ 8.54 $ 6.73
Core FFO per share 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $10.75 $10.56 $10.23
Free cash flow per share 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9.72 $ 9.88 $ 9.60

1. See accompanying schedule “Supplemental Non-GAAP Disclosures.”

Customer Focus

We don’t underestimate the importance and value of a customer centric strategy, which touches
nearly every component of our business. Today, we serve approximately 1.5 million customers
with more than a million moving in and out of our properties each year. This volume, combined
with our ability to match a diverse set of customer needs to specific self-storage units, drives our
business daily. We have developed sophisticated and proprietary revenue tools that optimize unit
price versus availability to drive industry-leading performance. This is a primary reason why
Public Storage’s same-store operating margin was about 500 to 1,000 basis points higher than
the operating margins of our self-storage REIT competitors during 2019.

The vast majority of customers now come to us through online channels, but plenty still walk
right into our sales offices looking for expert advice and guidance. The Public Storage operations
team stands ready to assist all customers regardless of how they find us. We have approximately
5,000 field operations employees led by Steven Lentin and Jim Shinnick, our Executive Vice
Presidents of Operations. Our operations goal is centered on ensuring that customers experience
what they desire: value, convenience and cleanliness. Catering to such a broad customer base is a
big task and opportunity, and I commend the team for their focus and energy to keep our
portfolio optimized, while delivering exceptional customer service.
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Innovation in 2019

The operations team was challenged by another year of significant competition from the
development of new self-storage properties in several markets. This demanded we work even
harder because potential customers simply had more options to choose from. While competitive
pressures have become more pronounced, we innovated and improved the customer experience
on multiple fronts in 2019, including:

• Web Champ 2: Our proprietary operating system continues to produce efficiencies
across the platform, including cloud-based (i.e., paperless) account management,
vibrant customer service tools, intuitive employee training and streamlined workflows.

• New Website: We launched a new website that is geared toward a customer base that is
increasingly searching for self-storage on mobile devices. Proprietary built-in analytics
and adaptability of the site itself are helping convert website viewers to customers at a
higher rate.

• Express Check-In: This option expedites the leasing process by allowing customers to
enter most of the information needed to rent ahead of time online. The only
additional steps needed are providing payment information and signature in-person
on their move-in day.

As is evident, these key initiatives are based on technological innovations that improve the
leasing process and customer experience. We are returning something of great value to our
customers–their time.

How We Measure Our Results

We measure operating results in a simple manner that logically separates the portfolio into two
categories: (i) stabilized properties in our same-store pool and (ii) unstabilized properties in our
non same-store pool. This delineation allows us and investors to accurately measure the health of
the self-storage business. Our approach is quite different than other self-storage REIT
competitors who include high-growth, unstabilized lease-up properties in their same-store pools.
They also allocate a significant portion of their property operating expenses to general and
administrative expense rather than cost of operations, which enhances their reported
performance under metrics frequently used by investors and analysts, including same-store NOI
growth, operating margin and NAV (net asset value). We report the way we would want to be
reported to if our role with shareholders were reversed.

Consistent with the very purpose and discipline tied to this same-store methodology, we only
include properties that are stabilized on revenues (i.e., rent and occupancy) and operating
expenses in order to reflect the organic growth of our business on an “apples-to-apples” basis.
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Same-Store Properties
(Amounts in millions, except occupancy and REVPAF)

2019 2018 2017

Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,395 $ 2,361 $ 2,329
Costs of operations . . . . . . . . . . . . . . . . . . . . . . . . 642 611 594

Net operating income . . . . . . . . . . . . . . . . . . . . . . $ 1,753 $ 1,750 $ 1,735

Net rentable square feet . . . . . . . . . . . . . . . . . . . . . 139.3 139.3 139.3
Average occupancy . . . . . . . . . . . . . . . . . . . . . . . . . 93.5% 93.1% 93.7%
Year-end occupancy . . . . . . . . . . . . . . . . . . . . . . . . 91.8% 91.3% 91.1%
Rent per available square foot (REVPAF) 1 . . . . . . $ 16.45 $ 16.21 $ 15.97

1. Realized annual rent per available square foot is computed by dividing annualized rental income by total available rentable square footage.

Our same-store NOI growth slowed in 2019 to 0.2%, from 0.9% in 2018 and 2.9% in 2017.
On one hand, demand from consumers remains strong. Our customer average length of stay is
gradually lengthening. This, along with the hard work of our team and benefits from the
aforementioned technology enhancements, drove an increase in occupancy relative to last year.
However, a heavy level of new development continues to impact our operating results. The
sector’s outperformance during the earlier years of this cycle drew many investors that wanted to
“get in.” Over the past three years, we have seen record levels of deliveries and, although
appearing to taper down, we expect additional heavy development volume into 2020, a likely
headwind as the amount of investment capital “chasing” self-storage remains significant.

($ millions)

New Self-Storage Supply
Value of Construction Put in Place

$6,000

$5,000

$4,000

$3,000

$2,000

$1,000

$0
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Source: U.S. Census Bureau

Operating expense growth was also elevated in 2019. Two areas of pressure are property taxes
and marketing spend. Excluding these items, our operating expenses grew at 1.4%. Some
municipalities continue to assess self-storage property values higher given strong NOI growth
and low capitalization rates over this cycle. In 2019, our property tax increase of 4.6% was
slightly higher than the average in recent years. I discuss the success of our internet marketing
strategies in greater detail below (see “The Public Storage Brand”).
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We separate properties that are not stabilized (defined as non same-stores) from a revenue and/or
operating expense perspective into our non same-store pool because their year-over-year
performance isn’t comparable on an “apples-to-apples” basis as I spoke to above. Given self-
storage’s long stabilization period (typically three to five years for occupancy and rents), this pool
primarily comprises properties we have developed or redeveloped since 2013 and acquired since
2016. It consists of 324 properties totaling 29.6 million square feet as we enter 2020. We have
significant upside tied to this growing pool of assets.

In 2019, we added 6.9 million square feet to the non same-store pool through acquisitions,
development and redevelopment. The non same-store assets now comprise 18% of our total
portfolio square footage, but only 9% of our self-storage NOI (due to 78% average occupancy
and rents that are below market). Our teams, systems and strategies are generating strong
lease-up in these properties, with revenue and NOI increasing by 22.7% and 18.1%,
respectively, in 2019. The non same-store pool will continue to grow as we acquire new
properties and complete new developments and redevelopments in 2020. These properties will
be a meaningful driver of NOI growth and value creation moving forward.

Non-Same Stores

(Amounts in millions, except occupancy and REVPAF)

2019 2018 2017

Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 290 $ 237 $ 183
Costs of operations . . . . . . . . . . . . . . . . . . . . . . . . . . 111 85 63

Net operating income . . . . . . . . . . . . . . . . . . . . . . . . $ 179 $ 152 $ 120

Net rentable square feet . . . . . . . . . . . . . . . . . . . . . . . 29.6 22.7 18.8
Average occupancy . . . . . . . . . . . . . . . . . . . . . . . . . . 77.6% 78.8% 78.4%
REVPAF . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 10.38 $ 11.00 $ 10.99

Strategic Drivers: 2020 and Beyond

Looking forward, Public Storage will continue to benefit from four primary drivers of success.
They are: (i) team and culture; (ii) brand, scale and operating prowess; (iii) product design and
development leadership; and (iv) a balance sheet built upon financial strength, discipline and
flexibility. The unique interplay between these drivers strengthens our business as we innovate
across every component of the platform.

A Winning Culture

An aspect of Public Storage that may be more elusive to view from the outside is our culture.
We have evolved as a company with a focus on integrity, accountability, entrepreneurialism,
employee development and diversity. The intended and achieved result is a culture that is well-
aligned with our strategies to promote long-term value creation while managing risk.
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The Public Storage culture begins with our core value of integrity. We seek, hire and retain great
people and expect adherence to ethical behavior in everything we do. This is characterized by
two of our most prominent mottos–“do the right thing” and “tell it like it is”–which apply
regardless of the employee’s responsibility within the company.

Natalia Johnson, our Chief Human Resources Officer, leads the hiring, training and development
of Public Storage employees. Within the context of a competitive labor environment, Natalia’s
team is investing in new technologies to identify candidates that provide a good fit for themselves
and the company. Additionally, her dedicated Learning and Development team retooled initial
and ongoing training programs to help expedite advancement and upward mobility across Public
Storage. For example, direct employee feedback is critical to growth and performance, and we
actively acknowledge employee achievements and contributions, with more than 26,000 instances
of formal recognition (i.e., more than 70 per day) in 2019. While most people join without
experience in the self-storage industry, many find career success here given the company’s strong
propensity to develop and promote from within. Technology will continue to play an integral
part in ensuring the satisfaction of our employees and, in turn, our customers.

Our long-held practice of hiring “the best” has resulted in a very diverse and inclusive workforce.
We are proud to be a company that is majority female and majority people of color.
Additionally, over 40% of employees in manager positions are female. Inclusivity is inherent to
Public Storage because diversity has always been a part of who we are.

I would like to recognize two senior leadership promotions from within during 2019. Nathan
Vitan became our Chief Legal Officer after joining the company in 2016. Nathan came to
Public Storage with exceptional legal skills, and his leadership within various disciplines
solidified his ability to lead the company’s legal efforts. Jim Shinnick, who joined Public Storage
as a District Manager in 2008, was promoted to Executive Vice President of Operations and will
lead our operations team in partnership with Steven Lentin. Jim will oversee the Eastern U.S.
markets while Steven leads the West and Midwest. Both Nathan and Jim are great additions to
the senior leadership team and fully embody the Public Storage culture.

Growing Scale (Acquisitions, Third-Party Management and Development)

Public Storage is the largest owner, operator and developer of self-storage properties in the
world. Our nearly 2,500 properties consist of approximately 169 million square feet located
across 38 states. There are significant benefits of scale in our business, including revenue,
operating and overhead expense efficiencies. We own more self-storage square footage than our
next three largest competitors combined. Our scale, combined with our technologies, operating
platform and brand, afford meaningful advantages that result in superior operating margins and
cash flow generation. In 2019, we grew the Public Storage footprint by 76 properties. Let me
provide some color on our success in acquisitions, third-party management and development.

What became apparent in 2019 is that many developers who wanted to “get in” a few years ago
are now eager to “get out.” Some have done well and simply acknowledge that their operating
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ability can’t take their properties any further. Others have learned tough lessons about the
nuances of self-storage development and operations finding that site location, the level and
composition of competition, size and unit mix can make underwriting unattainable. The
tougher environment is also revealing the importance and competitive advantages of
sophisticated revenue tools and brand. The dislocation is creating opportunity for us through
acquisitions and third-party management.

Mike McGowan, a 20-plus year Public Storage veteran, and his team drive our acquisition
efforts. In 2019, Mike’s team had a productive year, acquiring 44 properties with 3.1 million
square feet for nearly $430 million (this is more than we acquired in each of the past four years).
A majority of the acquisitions were off-market (i.e., not marketed by brokers), with sellers
coming to us from new and long-standing relationships due to our reputation as a sensible buyer
with no financing contingencies. We expect the acquisition environment will continue to be
favorable in 2020.
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Pete Panos, another 20-plus year company veteran, led our entry into the third-party
management business in 2018. Through this platform, we manage properties for independent
private owners as if they were our own, including the industry-leading operating margins and
cash flow. We are happy to share our competitive advantages as a lever to increase our own
market presence and scale. Pete and his team added 49 properties to our third-party
management program in 2019, an impressive 148% year-over-year growth. The momentum of
this business continues to build as our partners see the economic and reputational benefits of
Public Storage’s platform and brand.

We have the only in-house, nationwide development program in the industry, which is a
significant competitive advantage. Tim Stanley and Phil Williams oversee development and
construction. Since 2013, we have invested more than $1 billion into new property development
at an average cost of approximately $120 per square foot. In addition, another $500 million was
placed into redevelopment and expansion of our existing properties. Building directly allows us
to develop properties at costs well below the inflated values at which most stabilized and newly
built, unoccupied properties are trading in the marketplace. As Ron Havner discussed in his
letter, our development program is dilutive to short-term earnings but creates significant value
over the long-term.
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We continue to find new development and redevelopment opportunity. Our pipeline entering
2020 consists of 4.4 million square feet at a total cost of $619 million, approximately 70% of
which is redevelopment of our existing properties. Meanwhile, our team is actively searching for
additional development sites and analyzing the next phases of redevelopment within Public
Storage’s nearly 2,500 property portfolio across the country.
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Property of Tomorrow

While we put significant rigor into growing the company’s platform, we are also retooling
existing assets with more focused capital investment. To do so, John Sambuco, a 25-year
company veteran, became President of Asset Management in 2018. His team is innovating our
approach to facility maintenance of existing assets by employing strategies that leverage our
competitive advantages to further optimize our property operations. This includes a continued
trend towards initiatives that make both environmental and economic sense, including LED
lighting, solar panels, low water-use landscaping and a new centralized property access system
that we developed with a technology partner.

John’s team also leads our Property of Tomorrow program, which we began rolling out to major
markets nationally in 2018. This initiative is a comprehensive rebranding of prior generation
properties across the portfolio as we update older assets with components of our new
“Generation Five” developments. Through 2019, we have implemented Property of Tomorrow
at 290 properties across major markets including Los Angeles, San Francisco, New York, Miami
and Chicago. For those of you living in or visiting these areas, you may have taken note of the
common elements of the program: prominent use of the color orange, new signage, landscaping
and interior upgrades with LED lighting and offices that cater to better customer service. Given
initial results, we are accelerating the program to over 300 properties in 2020. We anticipate
total investment tied to Property of Tomorrow will be more than $500 million and will take at
least five years to complete.

The Public Storage Brand

Public Storage has something that no other self-storage operator has: a national brand. Not only
do we stand alone within the industry, our brand is one of the most recognizable in the country.
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When combined with our unmatched scale, the benefits are powerful as is evident in our leading
operating margin and free cash flow generation.

A more recent and particularly relevant benefit to our commanding brand comes with our
ability to market to customers online, which is how the majority of people now find us. “Public
Storage” ranks as a top five search term within the industry. The practical benefit is that more
customers come to us through free online channels (e.g., direct to our website, search results and
maps). Our brand and the online dominance created by our scale result in a much lower
“cost-per-click.” Despite this, we continually enhance our brand recognition through online and
offline channels, including the new website and customer-centric initiatives described
throughout this letter.

As mentioned above, we increased marketing spend significantly in 2019 (up 47% year-over-
year) in order to drive move-in volume. The success of our strategy is reflected in the 40 basis
point same-store occupancy increase to 93.5%, which runs counter to stabilized occupancies
generally being flat to down across the sector. However, we are not the only ones spending more
online. We attribute about half of our increase to higher internet keyword bidding costs
resulting from traditional and non-traditional operators becoming more aggressive with their
online marketing spend. The other half is intentional spend on our part that successfully drove
move-ins.

Context is also important here. Despite the increase, our same-storage marketing spend in 2019
was 2% of our same-store revenues. This is below the 3% of revenues level that was
commonplace prior to this cycle. Internet marketing remains cost effective relative to the
television and yellow page spend of the past.
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Financial Strength

Public Storage consistently has one of the strongest balance sheets in corporate America. We
utilize low leverage with a variety of capital options and well-laddered maturities. Approximately
95% of our $44 billion total capitalization is permanent equity capital. We are one of only two
U.S. REITs with A2/A credit ratings from Moody’s and Standard & Poor’s, respectively. We
maintain low leverage for stability and the ability to invest capital through full economic cycles.
Being able to deploy capital when valuations are most attractive is optimal for our focus on long-
term value creation and has proven to be the right decision over time.

9



Our Chief Financial Officer Tom Boyle and the finance team found great success this year as the
capital markets afforded opportunity to further optimize our balance sheet and lower our cost of
capital. We issued approximately $1 billion of new preferred equity at a 5% average rate to
redeem approximately $1 billion of preferred equity at a 6% average rate. In addition to retained
cash flow, we issued $500 million of 10-year unsecured bonds at 3.385% in order to fund our
acquisition and development activity. In January 2020, we issued €500 million of inaugural
12-year euro-denominated unsecured bonds at a rate of 0.875% primarily to fund additional
growth. Needless to say, our low leverage, scale, profitability and long-term track record allow us
to raise capital on attractive terms.

Conclusion

Over the last year, I have been frequently asked “how are you going to change Public Storage?”

It is appropriate that I begin with what I am not going to change. We will continue to focus on
and enhance our unparalleled culture, scale, brand, platform and balance sheet. Ron Havner,
and Wayne Hughes before him, created an organization that is built to lead, innovate and thrive
with a focus on ideation and experimentation. This is our form of entrepreneurialism.

There remains broad and deep opportunity to innovate and lead the self-storage industry. To
enable this, I am and will continue to embrace new and different approaches to optimizing our
business for success. We will focus on progression, thinking critically and managing risk while
continuing to create long-term value for our stakeholders. In 2020, I look forward to another
vibrant and productive year at Public Storage as we launch into the next decade of leading the
self-storage industry.

Joseph D. Russell, Jr.
President and Chief Executive Officer
February 28, 2020
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Supplemental Non-GAAP Disclosures (unaudited)
Core funds from operations per share (“Core FFO”) represents diluted net income per share (“EPS”) before the impact
of i) depreciation expense and disposition gains or losses and ii) foreign currency gains and losses, the application of
EITF D-42, and certain other items. Free cash flow per share (“Free Cash Flow”) represents Core FFO, less per share
capital expenditures and non-cash stock based compensation and other expense. Core FFO and Free Cash Flow are not
substitutes for EPS and may not be comparable with other REITs due to calculation differences; however, we believe
they are helpful measures for investors and REIT analysts to understand our performance. Net Operating Income
(“NOI”) represents revenues less pre-depreciation cost of operations earned directly at our properties, and we believe is a
useful performance measure that we and the investment community use to evaluate performance and real estate values.
Each of these non-GAAP measures exclude the impact of depreciation, which is based upon historical cost and assumes
the value of buildings diminish ratably over time, while we believe that real estate values fluctuate due to market
conditions. We also present supplemental measures of our revenues and NOI including PSB and Shurgard Europe as if
we owned them, to provide a measure of the performance of all the businesses we have a significant interest in. However,
the inclusion of these entities in these supplemental measures does not substitute for “equity in earnings of
unconsolidated real estate entities” on our income statement.

Reconciliation of Core FFO and Free Cash Flow per Share

For the year ended December 31,

2019 2018 2017 2014 2009

EPS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7.29 $ 8.54 $ 6.73 $ 5.25 $ 3.47
Eliminate noncore items (including our equity share):

Depreciation expense . . . . . . . . . . . . . . . . . . . . . . . . 3.32 3.21 3.00 2.96 2.40
Real estate gain and Shurgard IPO gain . . . . . . . . . . (0.03) (1.30) (0.03) (0.23) (0.24)
Foreign currency, EITF D-42, and other noncore

items . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.17 0.11 0.53 0.11 (0.60)

Core FFO per share . . . . . . . . . . . . . . . . . . . . . . . . . $ 10.75 $ 10.56 $ 10.23 $ 8.09 $ 5.03
Deduct capital expenditures and adjust non-cash comp/

other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1.03) (0.68) (0.63) (0.43) (0.30)

Free Cash Flow per share . . . . . . . . . . . . . . . . . . . . . $ 9.72 $ 9.88 $ 9.60 $ 7.66 $ 4.73

Reconciliation of Revenues including PSB and Shurgard Europe
(Amounts in millions)

For the year ended December 31,

2019 2018 2017

Consolidated revenues . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,847 $ 2,754 $ 2,669
Commercial and property management included in

interest and other income . . . . . . . . . . . . . . . . . . . . . 15 16 15
PSB’s revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 430 414 402
Shurgard Europe’s revenues . . . . . . . . . . . . . . . . . . . . . . 284 270 262

Revenues as if we owned PSB and Shurgard Europe . . . . $ 3,576 $ 3,454 $ 3,348

Reconciliation of NOI
(Amounts in millions)

For the year ended December 31,

2019 2018 2017

Net income on our income statement . . . . . . . . . . . . . . . $ 1,526 $ 1,717 $ 1,448
Eliminate: Depreciation, G&A, interest expense,

interest and other income, equity in earnings,
currency exchange and casualty gains (losses), and
gains on real estate sales and Shurgard IPO . . . . . . 524 298 513

Add - PSB and Shurgard Europe NOI . . . . . . . . . . . 479 460 445
Add back - Commercial and property management

included in interest and other income . . . . . . . . . . 11 12 11

Total net operating income . . . . . . . . . . . . . . . . . . . . 2,540 2,487 2,417
Less - NOI of Shurgard Europe and PSB allocable to

others . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (292) (262) (249)

Public Storage’s share of NOI . . . . . . . . . . . . . . . . . . . . . $ 2,248 $ 2,225 $ 2,168
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Centralized information networks:  

Convenient shopping experience: 

• Our Desktop and Mobile Websites:

• Our Call Center:  

• Our Properties:



Managerial economies of scale: 

Marketing economies of scale

Brand name recognition:
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Natural disasters or terrorist attacks could cause damage to our facilities, resulting in increased costs and 
reduced revenues.  

Consequences of climate change, including severe weather events, and the steps taken to prevent climate 
change, could result in increased capital expenditures, increased expenses, and reduced revenues:  

Operating costs, including property taxes, could increase

We have exposure to increased property tax in California

The acquisition of existing properties or self-storage operating companies is subject to risks that may 
adversely affect our growth and financial results.

Development of self-storage facilities can subject us to risks.



There is significant competition among self-storage operators and from other storage alternatives

Our newly developed and expanded facilities, and facilities that we manage for third party owners, may 
negatively impact the revenues of our existing facilities.  

Many of our existing self-storage facilities may be at a competitive disadvantage to newly developed 
facilities.  

We may incur significant liabilities from environmental contamination or moisture infiltration



• Currency risks:

• Legislative, tax, and regulatory risks:

• Impediments to capital repatriation could negatively impact the realization of our investment in 
Shurgard:  

   

• Risks of collective bargaining and intellectual property:

• Potential operating and individual country risks:

• Liquidity of our ownership stake:

• Impediments of Shurgard’s public ownership structure:
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