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Cash and cash equivalents.

Real estate facilities, at cost:

ASSETS

PUBLIC STORAGE

CONDENSED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share data)

(Unaudited)

Accumulated depreCiation.............cocuiviiiiiiceeiii e

Construction in process

Investment in real estate entities
[T o Yo Lo 1Y/ o 1] TR
INtANQIDIE ASSELS, NEL. ... i e e e e eeee s

Loan receivable from Shurgard Europe

(@] 1 =T g T <Y N ERRRRTORR

NOTES PAYADIE.......eeeiiie et et e e ene

Accrued and other liabilities.
Total liabilities

Redeemable noncontrolling interests in subsidiaries (NOt€.7)........ccccveviivieeneeenne

Commitments and contingencies (Nof) 1

Equity:
Public

Cumulative Preferred Shares of beneficial interest, $0.01 par value, 100,000,00

Storage

sharehol der so

equity:

shares authorized, 886,140 shares issued (in series) and outsté88irntR2

at December 31, 2008) at liquidation preference

Common Shares of beneficial interest, $0.10 par value, 650,000,000 shares
authorized168,392,42Ghares issued and outstanding (168,279,732 at
December 31, 2008).......cueuieiiiiiiiiiiiieeeiie et

Equity Shares of beneficial interest, Series A, $0.01 par value, 100,000,000 sha

authorized, 8,377.193 shares issued and outstanding...............c.ceeeeeveeeeen.

Paithin CaPItAL.......ceeiiiiiieiii e e
RetaiNeEfiCIt.....cccoeieii i ———————-

Accumulated othecomprehensive loss.

Tot al Public Stor.a.ge..s.har.ehol.ders
Equity of permanent noncontrolling interests in subsidiaries (Note.7).................
TOUAI EOUILY ... eeietiee ettt ettt et e e e e e s

Total liabilities and equity

See accompanyingptes.

1

September30, December 31,
200 208
$ 670,928 $ 680,701
2,715,851 2,716,254
7551,179 7,490,768
10,267,030 10,207,022
(2,650,793 (2,405,473)
7,616,237 7,801,549
17,735 20,340
7,633,972 7,821,889
613800 544,598
174,634 174,634
39,36 52,005
571,783 552,361
104,892 109,857

$ 9,809375

$ 9,936,045

$ 521,662 $ 643811
236,461 212,353
758,123 856,164

12810 12,777
3,399,777 3,424,327
16840 16,829
5,677,367 5,590,093
(177,603 (290,323
(12,275 (31,931)
8,904,106 8,708,995
134336 358,109
9,038,442 9,067,104

$ 9809375

$ 9,936,045




PUBLIC STORAGE
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(Amounts in thousands, except per share amounts)

(Unaudited)
Three Months Ended Nine Months Ended
September30, September30,
2009 2008 2009 2008
Revenues:
Self-storagefacilities...........cooeeeieeieeiiieeee e, $ 378,207 $ 392,738 $ 1,121,076 $ 1,197,781
Ancillary OperationS.........ccuueeiiiiie i 27,800 26946 81,741 83,693
Interest and other iNCOME..........oooiiiiiiiiiieecee e, 6,857 11485 22,006 25,343
412,864 431,169 1,224,823 1,306,817
Expenses:
Cost ofoperations:
Self-storage facilitieS.........ooooiiiiiiiiiii e 121,261 121,579 379,213 406,358
Ancillary operations..................... 7,493 3,756 27,520 27,124
Depreciation and amortization 85,908 91,084 254,670 308,153
General and administrative............cccoovveerieene e 8,654 8,879 26,532 56,968
INtErESIEXPENSE ...t e 7,289 9,099 22,705 35,187
230,605 234,397 710,640 833,790
Income from continuing operations before equity in earnings
real estate entities, gaon disposition of real estate
investmentsnet casualty lossgain onearly retiremenof debt
and foreign currency exchangain (10S9...........coccvveeeiiiiecinaen, 182,259 196,772 514,183 473,027
Equity in earnings of real estate entitieS............ccccoovvveeeeenene 8,824 6,318 39033 13,679
Gairs on disposition of real estate investmgmiet...................... 30,573 1,024 33,295 342,797
CASUAIY 10SS..cii ittt - (525) - (525)
Gain on early retirement of debt...........cccceiiiiiiiecce i, - - 4,114 -
Foreign currency exchan@gin (I0SS).........ccccveeiiiiereiiiennneeenn, 21,429 (53,172) 19,901 (12,203)
Income from continuing OPerationS...........coccvveeerrivieeeeeesnneens 243,085 150,417 610,526 816,775
Discontinued operations. 866 (2,475 (7,759 (4,937
N[ T (o101 0 0 L= T 243,951 147,942 602,767 811,838
Net income allocatefto) from noncontrolling equity interests
Based upon income of the consolidated entities................. (6,642) (10611) (21,284 (28,352
Based upomepurchasesf preferredpartnershipunits.............. - - 72,000 -
Net income allocable to Public Storage shareholders.............. $ 237,309 $ 137,331 $ 653,483 $ 783,486
Allocation of net income téfrom) Public Storage shareholders:
Preferred shareholders based on distributions.paid............. $ 58,108 $ 60,333 $ 174,324 $ 180,999
Preferred shareholders basedrgpurchases................cc.eee. - - (6,218) -
Equity Shares, SerieS. A......covveiiiiiieiieeeeee e 5,131 5,356 15,393 16,068
Restricted share units....... 577 183 1,509 2,154
Common shareholders. 173493 71,459 468475 584,265

$ 237,309 $ 137,331 $ 653483 $ 783,486

Net income per common sharéasic

CoNtiNUING OPEIatiONS.......ccvveiiieeiieesieesee e esereeseeesiee e $ 1.02 $ 044 $ 283 $ 350
Discontinued OPerations..............ccceeeueiriieeesinniiiieeeeee e 0.01 (0.01) (0.05) (0.03)
$ 1.3 $ 043 $ 278 $ 347
Net income per common shdreliluted
ContinUING OPEratioNS..........cceeveeveeiicieeee et $ 1.2 $ 043 $ 2.83 $ 349
Discontinued Operations..............cccceeeeariieeesenniiiiieeae e e 0.01 (0.01) (0.05) (0.03)
$ 1.03 $ 042 $ 2.78 $ 346
Basic weighted average common shares outstanding............. 168373 168133 168344 168248
Diluted weightecaverage common shares outstanding............ 169,043 168560 168681 168673
Equity Shares, Series A (basic and diluted):
Net income per Share........cccccveviieii e $ 0.61 $ 0.61 $ 1.84 $ 1.84

Weighted average depositary shares 8,377 8,744 8,377 8,744

See accompanyingptes.
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Balance at December 31, 2008...........ccccoeeeervvvvemmne.
Repurchase of cumulative preferred shares (982,0(
shares) (NOte 8)......ccovvveeiiiiiiie e
Repurchasef preferred partnership unigslote 7)........
Issuance of common shares in connection with sha
based compensatiot¥2,688shares)(Note 10)......
Stockbased compensation expenset of cash
compensation in lieu of common shatiete 10)....
Adjustments ofedeemabl@oncontrolling interests il
subsidiaries to liquidation value (Note.7)..............
NEt INCOME......oo i
Net income allocatetdased upon income of the
consolidatecentities to(Note 7)
Redeemable noncontrolling interests in subsidia
Permanent noncontrolling equity interests..........
Distributions to equity holders:
Cumulative preferred shares (Note.8)..................
Permanent noncontrolling interests in subsidiarie
Equity Shares, Series A1838per depositary

Common Shares ($65per share)........c.cccceeeennneee.
Other comprehensive income: Currency translation
adjustments (NOtE 2).......cceveeriiiiiiiiiiieeniiieeeeeeeeene

Balance aSeptembeB0, 2009............ccccvvvieiieeeeeceen.

PUBLIC STORAGE
CONDENSED CONSOLIDATED STATEMENT OF EQUITY
(Amounts in thousands, except share data)

(Unaudited)
Equity of
Accumulated  Total Public Permanent
Cumulative Retained Other Storage Noncontrolling
Preferred Common Earnings Comprehensivi Shar e hc Interests
Shares Shares Paidin Capital (Deficit) Loss Equity In Subsidiaries Total Equity
$ 3,424,327 $ 16,829 $ 5,590,093 $ (290,323) $ (31,931) $ 8,708,995 $ 358109 $ 9,067,104
(24,550) - 7,015 - - (17,535 - (17,535)
- - 72,000 - - 72,000 (225,000) (153,000
- 11 1,888 - - 1,899 - 1,899
- - 6,371 - - 6,371 - 6,371
- - - (256 - (256) - (256)
- - - 602,767 - 602,767 - 602,767
- - - (753 - (753 - (753
- - - (20531) - (20531) 20531 -
- - - (174,324 - (174,324 - (174,324
- - - - - - (19304) (19304)
- - - (15,393 - (15,393 - (15,393
- - - (1,006) - (1,006) - (1,006)
- - - (277784) - (277784) - (277784)
- - - - 19,656 19,656 - 19,656
$ 3,399,777 $ 16840 $ 5677,367 $ (177603 $ (12,279 $ 8904106 $ 134,336 $ 9,038,442

See accompanyingptes.
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PUBLIC STORAGE
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands)
(Unaudited)

For theNine Months Ended
September30,

2009 2008

Cash flows from operating activities:
[N AT Tt 4 T S PRSP SURPPSRTR $ 602,767 $ 811,838
Adjustments to reconcile net income to net cash provided by operating activities:
Gain on disposition of real estate investmeimsluding amounts in discontinued

(o] 01T = Vio] o =R RRRRPRRN (39,313 (342,797)
Gain on early retirement of deht................ (4,119 -
Impairment charge on intangible asset 8,205 -
Depreciation and amortization including amounts in discontinued operations... 256,108 309,911
Pror ata share of PSB&6s income .al.l.a.c.a. (16,284) -
Distributionsreceived from real estate entities in excesstloérequity in

AITHNIGS v ttteetee e e e e e ettt e eeeet e e et e e e e e e s e e bt b a et e e e eeaateeeaeeeesaaaatbreeeeeeeeanntaeeeeeaaanarres 13,391 17,792
Foreign currency exchan@@ain)0Ss...........couiiiiiiiiiiiiiieeeiiieee e (19,901) 12203
Adjustments for stockased compensation, amortization of note premium,

F= [0 0] | 1=y TR 36,670 314

TOtal AJUSTMENES. ...ttt emee e eesmeeas 234,762 (2,579

Net cash provided by operating acCtiVities...........ccccveiriiiieene e 837,529 809,261

Cash flows from investing activities:
Capital improvements to real estate facilities. (52,449 (72,629

CONSITUCHON IN PrOCESS . .eiiiiitiiieeitiie e e eeeeit it e ettt e e e et e e s s e ente e e e s abaeeeesneeeeesnneas (11,029 (57,972

Acquisitionsof real estate facilities............cooviveieiiieeniii e (31,608
Proceeds from the disposition of interest in Shurgard Europe (Nate 3).............. - 609,059
Proceeds from sales of real estate and other real estate investments................ 10,464 1,133
Deconsolidation of Shurgard Europe (NOte.3).......ccvvveiiiirieiieenirce e - (34,588)
Acquisition of common stock of PS Business Parks..........ccccccvvvmeeiceiiiienene (17,825) -
Investment in Shurgard EUIOPE. .........ocuuiiiiiiiiiieeee et eemee e - (54,7029
Otheracquisitions of investments in real estate entities.............ccccceevvveeeiereennnee - (11,961
Other iINVESHING ACHVILIES. .....ccciiviiiee it reeerice e ree e e e s ebee e e e (4,32) 22,417
Net cash(used in)provided by investing activities.............ccccvviveiiecenniiiee e (75,160Q 369,149
Cash flows from financing activities:
Principal payments on notes payable..............cc.uuiiiieeciiiiiii e (5,609 (44,699
Redemption of senior unsecuneottes payable............cceeeeveiiiiiiicccii e (109622 -
Proceeds from borrowing on debt of ExistiBgropean Joint Ventures. - 14,654
Net proceeds from the issuance of common shares 1,899 9,868
Repurchases of common shares............ccccvvevvieeeeeneeeeenn. - (111,903)
Repurchasesf cumulative preferred shares..........ccocovveiimeciee e (17,535 -
Repurchasesf permanent noncontrolling equity interests (153,000 -
Distributions paid td?ublic Storageshareholders...........cccooviiiiiiiiecciiiiee s (468507) (475,569
Distributions paid tanoncontrolling equity INtErestS..........ocuvvveeiiiiiiieeseee e (20,280) (28,939
Net cash used in financing actiVitieS..........c.ocoeveiiiieeerie e (772,646 (636,584
Net (decreaseincrease in cash amdish equivalentS...........ccoocvvveiiiieeciee e (10,277 541,826
Net effect of foreign exchange translation on cash...........cccccooiiieiiiiiiiiieens 504 2,024
Cash and cash equivalents at the beginning gbéhied..................oooiiiiiiieecienn. 680,701 245,444
Cash and cash equivalents at the end OPETEd.............ccccvvviiiiiiiiceciee e, $ 670,928 $ 789,294

See accompanyingptes.
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PUBLIC STORAGE
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands)

(Unaudited)
(Continued)
For theNine Months Ended
SeptembeB0,
2009 2008
Supplemental schedule of non cash investing and financing activities:

Foreign currency translation adjustment:

Real estate facilities, net of accumulated depreciation........................ $ (1,440 $ (94,489

CONSLIUCHION IN PIrOCESS. ..ccevviieiiteiee it eeere et e s eenme e e - (956)

Investment in real estate ENtItIES.......oooeueiiiiei i (18,19) 31,410

INtangible ASSEtS, NEL........ciiiiiiiiii e e e - (4,536

Loan receivable from Shurgard Europe (19,422) 52,738

(01 =] = TS £ UPPTPR - (3,699

Notes payable - 28,912

Accrued andther liabilities. - 5,879

Permanent noncontrolling interests in subsidiaries - 7,249

Accumulated other comprehensive iINCOME............ccvveviiimeeieeeinieeeenns 39,557 (20489
Deconsolidation oShurgard Europe (Note:3)

Real estate facilities, net of accumulated depreciation........................ - 1,693,524

CONSLIUCLION IN PrOCESS ...uvviieeiiiiieeiitieeeree e sttee e st e e e st eeaee e s eaeeeeene - 10,886

Investment in real estate entitieS.........cccceveviiiiieecce i - (594,330)

Loan receivable from Shurgard Europe - (618,822)

Intangible assets, net.........cccoccvveennne - 78,135

(@)1 =T = T <Y £ - 68,486

NOTES PAYADIE......o et - (424,995

Accrued and othdrabilities - (98,571)

Permanent noncontiling equity interests in subsidiaries - (148,901)
Real estate disposed of in exchange for other asset............cccccevveeviiieenne 2,941 -
Other asset received in exchange for disposal of real estate...................... (2,941) -
Real estatacquired in exchange for assumption of mortgage .note............... - (10,250)
Mortgage note assumed in connection with the acquisition of real estate... - 10,250
Revaluation ofotes payable

NOLES PAYADIE ... - 224

OtNEI @SSELS ...ttt et e e e e e eeas - (224)
Revaluation of redeemable noncontrolling interests:

Retained defiCit.........cvviiiiiiie e (256) -

Redeemable noncontrolling iNterests...........cccvviiiiiieeeee i 256 -

See accompanyingptes.
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PUBLIC STORAGE
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2009

Description of théBusiness

Public Storage r ef erred to herein as f@Athe Companyo, it
Maryland real estate investment trusas organized in 1980. Our principal business activities include
the acquisition, development, ownership and ojpmradf selfstorage facilities which offer storage
spaces for lease, generally on a memtimonth basis, for personal and business use. Ousteglge
facilities are |l ocated pr i malsahlavwe intereststnisaforaygeni t ed St a
facilities located in seven Western Europeanntries.

At September30, 2009, we had direcand indirect equityinterests in 2,00 self-storage
facilitieslocatedi3 8 st ates operati ng und€87sdfstarageidilitibsl i ¢ St or a
| ocated in Europe which operat e Uncladdedrinthet2€10iA Shur gar
self-storage facilities is one facility for which we discontinued operations duringitreemonths
endedSeptembeB0, 2009n connection with an eminedbmain proceedingWe also have direct and
indirect equity interests in approximately 21 million net rentable square feet of commercial space
located in 11 states in the U.&imarily operated by PS Business Parks| n c . (APSBO) wunder
Business P&rs 0 na me.

Any reference to the number of properties, square footage, number of tenant reinsurance
policies outstanding and the aggregate coverage of such reinsurance policies are unaudited and outside
the scope of our independent registered public acaounti f ireviewé@sd auditof our financial
statements in accordance with the standards of the Public Company Accounting Oversight Board.

Summary of Significant Accounting Policies

Basis of Presentation

The accompanying unaudited condensed consolidateghdial statements have been
prepared in accordance with U.S. geasdefimtiihthe accept ed
Financial Accounting Standards Board Accounting Standards CodificattemiCo di fi cati ond)
including the related guidanedth respect tanterim financial informationandin conformity with the
instructions to Form 1 and Article 10 of Regulation-%. Accordingly, they do not include all of
the information and notes required by GAAP for complete financial statements.e bpition of
management, all adjustments (consisting of normal and recurring adjustments) considered necessary
for a fair presentation have been reflected in these unaudited condensed consolidated financial
statements. Operating results for the thaeel nine months endedseptember30, 200 are not
necessarily indicative of the results that may be expectedhdoydar ending December 31, 2008
to seasonality and other factorsThe accompanying unaudited condensed consolidated financial
statements shdadi be read together with the consolidated financial statements and related notes
included in the Comp anydostheAeanemded Decemipen3d,8000n For m 10

Certain amounts previously reportéd our December 31, 2008nd September30, 2008
financial statementhave been reclassified to conform to tSBeptember30, 2009 presentation
including discontinued operations, tigeoupingof t he separate captions f@Acumu
Acumul ative di st rdefixitot iomeosslansed nonsoliddiddlanceashestead well
as reclassifications required by newly implemented accounting standards described below.

The Company has evaluated subsequent events thidaxgmber 6 2009, which represents
the filing date of this Form 1@ with the Securities and Exchange Commisgjofi S E CAs )of
November 6 2009, there were nandisclosedsubsequent events which required recognition or
disclosure



PUBLIC STORAGE
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2009

Adjustmentsdue to accounting pronouncements becoming effective January 1, 2009

On January 1, 2009, accounting standardsnulgatedy the FASB became effective which
affected the classification of ownership interests other than ihode Companysuch as limited
partnership interests ientities that are consolidated in the fioih statements of the Companin
accordance with these standarde have reclassifiethe equity interestgpreviously referred to as
minority interes$ on our balance sheat December 31, 2008 fipermanennoncontrolling interests
in subsdardraedeemabl e noncontr ol.b iTmege raclassifeatians t s i n s
increased equitypy $351,640000Q increased retained deficit by $6,469,0@t;reased redeemable
noncontrolling interests in subsidiaries by $12,777,000, dedreased minogjt interest by
$364,417,000as compared to the amounts previously preseasedf December 31, 20080n our
condensed consolidated statement of incomepme allocations tdhe aforementioned equity
interests were ecl assi fi ed friommcofan; narirteyducht en@ngto i ncome
all ocated to noncontrolling inter ermsdalsulatinginetsubsi di ar
income allocable tour common shareholders. Thesdjustmentsncreased net incomel$,611,000
and $£8,3%2,000for the threeand nine months ende®eptembeB0, 2008, respectivelybut had no
impact upon net income allocabledar common shareholde on earnings per common shaas
compared to amounts previously presented.

In addition,FASB accountig standardbecame effective January 1, 2008ich requirel the
it wo cl assodo met ho dith ce$pecatdour estrigtédsharaunits to de@rmiaebasic
and dilutedearnings per common sharePreviously all restricted share units were includedin
weighted average diluted sharasjngthe treasury stock methodlhis changeresulted in a decrease
in income allocable t@ur common shareholders afpproximately $83000 and $£,154000 and a
decrease indiluted weighted averageommonshares outstanding 869,000and315000for thethree
and nine monthsendedSeptember30, 2008 respectively As a result of these changdmsic and
diluted earnings pecommonshareeachdecreasedpproximately$0.02 and$0.01 respectively as
compared to amounts previously preserfigdthe nine months ended&septembeB0, 2008 These
changes had no impacin the basic and diluted earnings per common shar®unts previously
presentedor the three months ended Septen@r2008.

Consolidaibn Policy

Pursuant to Codification Section 810-15-14, any entity where a) the equityinsufficient
to finance its activities without additionsilibordinated financial suppgtovided by any partiesr b)
the equity holders as a group lack specific characteristissdefinedin the Codification,of a
controlling financial interesis considerecaVar i abl e I nterest Entities (AVI E
the primary beneficiary are consolidatdfintities that are not VIEs that veentrol are consolidated.

When we are the geeral partner, we arpresumedto control the partnership unless the
limited partners possesgther a) the substantive ability to dissolve the partnership or otherwise remove
us as general partner without cayse o mmonl y r e f eorurte dr,idgth) thes sightfiok i ¢ k
participate in substantive operating and financial decisions of the limited partnership that are expected
to be made in the course of the partnershipbés busin

The accounts of the entities we control, along with the accounts of th&fér svhichwe are
the primary beneficiaryare included in ourcondensedconsolidated financial statementsnd &
intercompany balances and transactiareeliminated. We account for our investment in entities that
we do notconsolidateusing theequity method of accountingr, if we do not have the ability to
exercise significant influence over an investee, the cost method of accountimnges in
consolidation status are reflected effective the date the change of control or determinatiovaigf pr
beneficiary status occurred, and previously reported periods are not restated. The entities that we
consolidate during the periods, to which the reference applies, are referred to hereinafter as the


https://gaait-aa.ey.com/Document.aspx?PersistentBookId=0&GotoString=term-810-10-20-SubordinatedFinancialSupport-111965&ProductId=119#term-810-10-20-SubordinatedFinancialSupport-111965

PUBLIC STORAGE
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2009

iConsolidated Entiti eesandnteresTihleut de nat consblidase ddarihgatte we hav
periods, to which the reference applies, are referr

Collectively, atSeptembeB0, 2009, the Company and the Consolidated Entities own a total
of 2,0 real estate facilities, consisting of 1]98elfstorage facilities in the U.S., one sstbrage
facility in London, England and eight commercial facilities in the U.S.

At SeptembeB0, 2009, the Unconsolidated Entities are comprised of PSB, Shurgesge;u
as wel |l as various | imited and joint venture partn
SeptembeBO0, 2009, PSB owns approximately 19.6 million rentable square feet of commercial space,
Shurgard Europe has interests1i@6 self-storag facilities in Europe with 9.million net rentable
square feet, and the Other Investments own in aggregate i9maljefacilities with 1.1 million net
rentable square feét the U.S.

Use of Estimates

The preparation of theondensedonsolidatedihancial statements in conformity with GAAP
requires management to make estimates and assumptions that affect the amounts reported in the
consolidated financial statements and accompanying notes. Actual results could differ from those
estimates.

Income Txes

For all taxable years subsequent to 1980, the Company has qualified and intends to continue
to qualify as a real estate investment trust (AREI
Code. As a REIT, we do not incur federal or significaatestax on that portion of our taxable income
which is distributed to our shareholders, provided that we meet certain testselidée wehave met
these tests during 2008 ane expect taneet these testiuring 2009 and, accordingly, no provision
for federal income taxes has been made in the accompanying condmrssalidated financial
statements on income produced and distributed on real estate rental operdfierisave business
operations intaxable REIT subsidiariethat are subject to regular caymte tax on their taxable
income, and such corporate taxes are presented in ancillary cost of operations in our accompanying
condensedtonsolidated statements of income. We also are subject to certain state taxes, which are
presented in general and adisirative expensean our accompanyingcondensedconsolidated
statements of income.We have concluded that there are no significant uncertain tax positions
requiring recognition in our financial statements with respect to all tax periods which remat subje
examination by major tax jurisdictions as $ptembeB0, 2009, as well as th@ne month interim
period ende®&eptembeBO, 2009.

Real Estate Facilities

Real estate facilities are recorded at cost. Costs associated with the acquisition, dexelopme
construction, renovation and improvement of properties are capitalized. Interest, property taxes and
other costs associated with development incurred during the construction period are capitalized as
building cost. Costs associated with the sale e#l restate facilities or interests in real estate
investments are expensed as incurred. The purchase cost of existismpraglé facilities that we
acquire are allocated based upon relative fair value of the land, building and tenant intangible
componets of the real estate facility. Expenditures for repairs and maintenance are expensed when
incurred. Depreciation expense is computed using the stlaightnethod over the estimated useful
lives of the buildings and improvements, which generally rdirgye 5 to 25 years.
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Other Assets

Other assets primarily consist of prepaid expenses, investments utotmeédurity debt
securities, accounts receivabilierest receivablgndrestricted cash

Accrued and Other Liabilities

Accrued and other liabiliés consist primarily ofrade payablegroperty tax accruals, tenant
prepayments of rentaccrued interest payablagcrued payrolllosses and loss adjustment liabilities
for our own exposures and estimated losses related to our tenant insurantiesactBontingent
losses are accrued when they are determined to be probable, and to the extent that they are estimable.
When it is at least reasonably possible that a significant unaccrued contingent loss has occurred, we
disclose the nature of that pot¢ i al | oss wunde MNotefil2d §a mmiMarhd retr s 0 a n ch
Contingencieso.

Financial Instruments

We have estimated the fair value of our financial instruments using available market
information and appropriate valuation methodologies. Considerablgmpmt is required in
interpreting market data to develop estimates of market value. Accordingly, estimated fair values are
not necessarily indicative of the amounts that could be realized in current market exchanges.

For purposes of financial statementegentation, we consider all highly liquid financial
instruments such as shaerm treasury securities, money market funds with daily liquidity and a rating
ofatleasM AA by Standard and P(oroatdbesd AIr by vRswmmeartd ga md
term commercial paper with remaining maturities of three months or less at the date of acquisition to
be cash equivalentsAny such cash and cash equivalents which are restricted from general corporate
use (restricted cash) due to insurance or othelatgns, or based upon contractual requirements, are
included in other assets.

Due to the short maturitgnd the underlying characteristiosour cash and cash equivalents,
other assets, and accrued and other liabilities, we believe the carrying values as presented on the
consolidated balance sheets are reasonable estimates of fair value.

Financial assets that are exposed to credit risk consist primarily of cash and wisaleets
as well as accounts receivable and restricted cash which are included in other assets on our
accompanyingondenseaonsolidated balance sheets. Cash and cash equivalents and restricted cash,
consisting of shofterm investments, including comme&@l paper, are only invested in investment
instruments with amvestment grade ratingWe have a loan receivable from Shurgard Europee
fi banReceivable from Shurgard Eurape b e | o w f o regaidingfoor faimaltiei neeasurement
of this instrument.

At SeptembeB0, 200, due primarily to our investment in and loan receivable f&imrgard
Europe our operations and our financial position are affected by fluctuations in the exchange rates
between the Euro, and to a lesser extent, other Eurapeeencies, against the U.S. Dollar.

We estimate the fair value of our notes paydblée $527,646000 atSeptembe0, 2009,
basedprimarily upon discounting the future current cash flows under each respective note at an interest
rate that approximatalose of loans with similar credjuality andterm tomaturity.
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Goodwill

Goodwill represents the excess of acquisition cost over the fair value of net tangible and
identifiable intangible assets acquired in business combinations. Each bugingsigation from
which our goodwill arose was for the acquisition of single businesses and accordingly, the allocation of
our goodwill to our business segments is based directly on such acquisitions. Our goodwill has an
indeterminate life Our goodwill bdance of $174,634,000 is reported net of accumulated amortization
of $85,085,000 as dbeptembe30, 20® and December 312008 in our accompanyingondensed
consolidated balance sheets.

We evaluate impairment of goodwill annualby comparing the aggregate book value
(including goodwill) of each reporting unit to their respective estimated fair valieeimpairment of
our goodwill was identified in our annual evaluatiorbacember 31, 2008No impairment indicators
were noted s of SeptembeB0, 2009 which would have required an interim evaluation of goodwill for
impairment

Intangible Assets

We acquirefinite-lived intangible assets representing primarily #stimated value ofhe
tenants in placd a fiTenant atkmdae ofgthebatqeistipn of each respectieguired
facility. Tenant Intangibleare amortized relative to the benefit of the tenanfdace to each period.
With respect to each balance sheet date presented, accumulated amortization and origisal cost
eliminated in the disclosures below with respect to facilities where the rdlatexhtintangibles are
fully amortized.

At September30, 200, our TenantIntangibles have aet book value of 20,542000
($33,181000 at December 31, 280 Accumulatéd amortization with respect faroperties where the
related Tenant Intangibles had not petcome fully amortized totaledl$,592000 at September 30,
2009 (H42,976000 at December 31, 2008&ith respect toproperties where the relatebenant
Intangibleshad not yet become fully amortiZed

Amortization expense d#1,145000and &,239000 was recorded for odrenantintangibles
for the three monthsended September30, 2009 and 200, respectivelyand $4,434000 and
$47,372000 was recorded fahe nine months endedSeptember30, 2009 and2008, respectively
Also during thenine months endedseptember30, 2009, we recorded an impairment charge of
$8,205,000n connection with an eminent domain proceeding at one of our facilifies. impairment
charge 1is reflected under fidi scontinued operation!
income. The estimated future amortization expense for our fined intangible assetwill
approximate$1 million for the remainder of 20082 million annually in 2010 through 2012nd $1
million in 2013,with an aggregate &13 millionremaining to be amortizéd 2014 and beyond.

We also have an intangibéessetr e pr esenting the value of the fASh
is used by ShurgdrEurope pursuant to a licensing agreement, with a book value of $18,824,000 at
Septembei30, 2009 andDecember 31, 2@ The Shurgard trade name has an indefinite life and,
accordingly, we do not amortize this asset but instead analyze it on an arsisiébenpairment. No
impairmentshave beemotedfrom any ofour annualevaluations

Evaluation of Asset Impairment

We evaluateour realestate and Tenant Intangibles impairmenton a quarterly basis. We
first evaluate these assets for indicatdrémpairment and if anyindicators of impairment are noted,
we determine whether the carrying value of such assets is in excess dfittine estimated
undiscounted cash flows attributable to these asdtthere is excess carrying value over suchriitu
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undiscounted cash flows, ampairment charge is booked for the excess of carrying value over the
a s s edtimated fair value Any longlived assets which we expect sell or otherwise dispose of
prior to their estimated useful life are statedtla lower of their estimated net realizable value
(estimated fair valuéess cost to sell) or their carrying value. No impairment was identified from our
evaluationsn any periods presented in the accompangimgdensedonsolidated financial statements
other than the impairmenbtaling $8,205,000described above with respect to intangible assets
recorded in th@ine monthsendedSeptembeB0, 2009.

Revenue and Expense Recognition

Rental income, which is generally earned pursuant to mortionth leses for storage
spaceas well as late charges and administrative feegeamgnized as earned. Promotional discounts
are recognized as a reduction to rental income over the promotional period, which is generally during
the first month of occupancyAncillary revenues and interest and other incasneecognized when
earned. Equity in earnings of real estate entities is recognized based on our ownership interest in the
earnings of each of the Unconsolidated Entities.

We accrue for property tax expenbased upomctual amounts billed for the related time
periods and, in some circumstances due to taxing authority assessment timing and disputes of assessed
amounts,estimates and historical trends. If these estimates are incorrect, the timing and amount
expense recognition could be affected. Cost of operations, general and administrative expense, interest
expense, as well as television, yellow page, and other advertising expenditures are expensed as
incurred. Casualty losses or gairee recognizedh the period the casualty occyrsased upon the
differential between the book value of assets destroyeckstimatednsurance proceeds, if any, that
we expect to receive in accordance with our insurance contr&cish casualty losses and gains are
inc | ud ecdsuaityrlossf on our condensed consolidated statement

Foreign Currency Exchange Translation

The local currency is the functional currency floe foreign operation®r whichwe have an
interes. Assets and liabilities includedhoour condenseatonsolidated balance shgeincluding our
equity investment in Shurgard Eurogee translated at eraf-period exchange rates, while revenues,
expenses, and equity in earningsthe related real estate entities, are translated at thegave
exchange rates in effect during the period. The Euro, which represents the functional currency used by
a majority ofthe foreign operations for which we have an intenssss translated at an ewod-period
exchange rate of approximately439 U.S. Ddlars per Euro atSeptember30, 20® (1.409 at
DecembeBl, 20®@), and average exchange rates gf28.and 1504 for the three monthsended
September30, 20 and 20@, respectivelyand 1365 and 1521 for the nine months ended
SeptembeB0, 200 and 208, respectively Equity is translated at historical rates and the resulting
cumulative translation adjustments, to the extent not included in net income, are included as a
component of accumulated other comprehensive income (loss) until the translatistmadjs are
realized. See fAOther Comprehensive I ncomed bel ow
currency translation gains and losses.

Fair Value Accounting

In 2006, the FASEclarified in accounting pronouncementsat fifair valued a sternt ik e
used in GAAPis an exit price, representing the amount that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants, and esthhlibhectier
fair value hierarchy, which prioritizes the inputs used in measuring fair vdlbe.Company adopted
the provisions ofthese revised accounting pronouncemens Januaryl, 2008 with respect to
financial assets and liabilities and on January2009 with respect to neinancial assets and
liabilities, which had no effect on odinancial position, operating results or cash flonse e fA Lo an
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Receivable from ShurgartEur oped #AFi nanci &dlow hxnwell rsiRedeantalsied
Noncontroll n g I nterests in Subsidiarieso and Aot her F
Su b s i dim Notei7 ®ranformation regarding our fair value measurements

LoanReceivable fronShurgard Europe

As of September30, 20®M, we had aloan receivable from Shgard Europetotaling
$571,783000($552,361000 at December 31, 280

Theloanbears interest at a fixed rate of 7.5% per annum, adéanitial term of one year
expiring March 31, 200%hich was extended by Shurgard Europe pursuant to the terms afigimal

note to March 31, 2010lf Shur gard Europe acquires its partnerods
Second Shurgard (collectively, the AExisting Europ
additional loans to Shurgard Europederthea me t er ms as t he €8imdliani ng | oans

($269.9 million as of Septembe0, 2009). This commitment was also extended to March 31, 2010
and was originally fori305million, but was reduced as the result of refinancing one of the joint
venture loans Shurgard Europe has no obligation to acquire these interests, and the acquisition of
these interests is contingent on a number of items, including whether we assent to the acquisition.
Loan feescollected from Shurgard Euromee amortizecbn astraightline basisas interest income

over the applicable term to which the fee applies.

The loanreceivablefrom Shurgard Europes denominated in Euros and is converted to U.S.
Dollars for financial statement purposesDuring each applicable perd, because we expected
repayment within two yearsf each respective balance sheet date haverecognizedforeign
exchange rate gains or lossesncomeas a result of changes in exchange rates between the Euro and
the U.S. Dollar duringhe threeandnine months ende&eptembeB0, 2009and 2008 For thethree
andnine months ende&eptembeB0, 2009,we recorded interest income abproximately $,038§000
and $.7,012000, respectivelyrelated to the loanFor the threendnine months ende&eptembeB0,
2008, we recorded interest income of approximatahd $6152000 and$12,471,000 respectively,
related to the loan

Interest incoméor each periodeflects the gross amount charged to Shurgard Edesgeur
49% prorataportion which isreflected agart of ourequity in earnings of real estate entities rather
than interest and other income.

Although there can be no assurance, we believe that Shurgard Europe has sufficient liquidity
and collateral, and we have sufficient creditor rgistuch that credit risk is minimal. In addition, we
believe the interest rate on the loan approximates the market rate for loans with similar credit
characteristics and tenoend that the carrying value of the loan approximates fair valte.
charactestics of the loan and comparative metrics utilized in our evaluagpresent significant
unobservable inputs, whi ch ar e A IFASBeCodification i nput s &
Section820-10-35-52.

SeeNotel3 A Subsequent Eloanredeisable from §raungatd Enrgpe.o u r

Other Comprehensive Income

We reflect other comprehensive income (loss) for ourrpta share of currency translation
adjustments related tthe foreign operations for which we have an interest that is not already
recmgnized in our net income Such other comprehensive income (loss) is reflected as a direct
adjustment to fAiAccumul ated Ot her Compmwid@edsi ve | nc
balance sheetand is added to our net income in determining totaehprehensive income for the
period.
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The following table reflects the components of our other comprehensive (loss) income, and
our total comprehensive income, for each respective period:

For the Three Months Ended For theNine Months Ended
SeptembeB0, SeptembeB0,
2009 2008 2009 2008
(Amounts in thousands)
NEt iNCOME......cceeiiiiiiiiiiiiiieeecciiieee e $ 243951 $ 147,942 $ 602,767 $ 811,838

Other comprehensive income (loss):

Aggregate foreign currency translation

adjustments for the period................ 27,244 (85,760 39,557 (20,485)
Less: foreign currency translation

adjustments recognized during the

peri od an dGamgobs)or

disposition ofreal estate investmeidts - - - (37,854)
Less: foreign currency translation

adjustments reflected in net income

AFor ei gn(gami os.&.0.C.. (21,429 53,12 (19,901) 12,203
Other comprehensive income (loss) incorr

for the period..........ccccoevvvieeeiieennnns, 5,815 (32,588 19,656 (46,139
Total comprehensive income................... $ 249,766 $ 115354 $ 622,423 $ 765,702

Discontinued Operations

We segregate all of owliscontinuedoperationghat can be distinguished from the rest of the
Companyand will be eliminated from the ongoing operations of the Compabyring thenine
months ende&eptembeB0, 2009, we decided to terminate our truck rental and containerized storage
business units Truck operations ceased as of March 31, 2009, andahi&inerized operatiorfsrave
beenactively marketed for sale and are expected téulhe disposed of by December 31, 200% a
result, we reclassified all of the historical revenues and expenses of these operations from ancillary
revenues and ancillaiy x penses, i nt o fdillodedin discontieudd opgrationsat i ons . 0
in the nine months ended September 30, 26609 $35 million in truck disposalexpensesan
$8.2million impairment charge on intangible assets incurred in connection with Brergndomain
proceeding andainson disposition ofeal estatdacilities of approximately $.0 million.

Net Income per Common Share

We first allocate net income to ouroncontrolling interests in subsidiari¢slote 7) and
preferred shareholdert® arrive at net income allocable to our common shareholded Equity
Shares, Series .A Net income allocated to preferred shareholdaranoncontrolling interestin
subsidiariesncludes any excess of the cash required to redeem any preferred securitiegeinoithe
over the net proceeds from the original issuance of the securities (or, if securities are redeemed for less
than the original issuance proceeds, income allocatatietcholders of the redeemed securities
reduced.

The remaining net income islatated among our regular common sharestrictedshare

units and our Equity Shares, Series A based upon the dividends declared (or accumulated) for each
security in the per.i odparticipaiionbights i@ dndistributed eaenjagg h s ecur i ty
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Net incomeallocated to our regular common shafi@sn continuing operations is computed
by eliminating the net income or loss from discontinued operatiiosable to our regular common
sharesfrom net income allocated twur regular common shares

Basic net incom@er shargbasic net incomé@oss)from discontinued operations per share,
and basic net income from continuing operations per sir@eomputed using the weighted average
common shares outstanding.Diluted net income per sharg diluted net income (loss) from
discontinued operations per share, and diluted net income from continuing operations pereshare
computed using the weighted average common shares outstanding, adjusted for the impact, if dilutive,
of stock options outstandingi6te 10) Diluted net loss per share from discontinued operations does
not include the impact of stock options outstanding, because including stock options would be anti
dilutive when applied to the loss on discontinued operations for each period presented.

The following table reflects theomponents of the calculations of deaisic and diluted net
incomeper sharebasic and diluted net inconfl®ss)from discontinued operations per share, and basic
and diluted net income from continuing operations per siaieh are not already otherwise set forth
on the face of our condensed consolidated statements of income:

For the Three Months Ended For theNine Months Ended
SeptembeB0, September30,
2009 2008 2009 2008

(Amounts in thousands)

Net incomeallocable to common shareholders from
continuing operations and discontinued operations:

Net incomeallocable to common shareholders............ $ 173,493 $ 71,459 $ 468,475 $ 584,265
Eliminate: Discontinued operations allocable to

commonshareholders.........cccoocoovviieiiiiceeeeee (866) 2,475 7,759 4,937
Net income from continuing operations allocable to

common shareholders............oooouveeiiiieeeniiii, $ 172,627 $ 73,934 $ 476,234 $ 589,202

Weighted average common shares and equivalents

outstanding:
Basic weightediverage common shares outstanding. 168373 168,133 168344 168248
Net effect of dilutive stock optionsbased on treasury

stock method using average market price............. 670 427 337 425
Diluted weighted average common shares outstandi 169,043 168560 168681 168673

Accounting Pronouncements Not Yet In Effect Which May Have an Impact on the Company

In June 2009, the FASB issued accounting pronouncements which become eiffective
fiscal year ending December 31, 201&nhd requirerestatement oforeviously reported financial
statements on the new accounting ba$ige have not yet determined whether these pronouncements
will have an effect on our financial statemen@ne pronouncement affeca&counting for Variable
Interest Entities, by (i) elimating the concept of a qualifying special purpose entity, (ii) replacing the
guantitativebased risks and rewards calculation for determining which enterprise has a controlling
financial interest in a variable interest entity and the obligation to abgssed of the entity or the
right to receive benefits from the entity, and
involvement with a variable interest entity. Another pronouncement affects the accounting for
transfers of financial asss, by (i) eliminating the concept of a qualifying special purpose entity, (ii)
amending the derecognition criteria for a transfer to be accounted for as a sale, and (iii) requiring
additional disclosure over transfers accounted for as a sale.
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Disposition of an Interest in Shurgard Europe

On March 31, 2008, an institutional investor acquired a 51% interest in Shurgard European
Holdings LLC, a newly formed Delaware limited liability company and the holding company for
Shurgard Eur opled i(niyeshanrthg eemainingi49% interest aack the managing
memberof ShurgardHoldings

Our net proceeds from the transaction aggregated $609,059,000, compri$dd @0%$000
paid by the institutional investor less $4,142,000 in legal, accounting, and other expenses incurred in
connection with the transaction. As a result of the disposition, we reduced our investment in Shurgard
Europe by approximately $305,048,000 foe {pro rata portion of our March 31, 2008 investment that
was sold, and recognized a gain of $304,011,000 upon disposifmasenting the difference between
the net proceeds received of $609,059,000 and the pro rata portion of our investment sold of
$305048,000.

In addition, as a result of our disposition of this interest, a portion of the cumulative currency
exchange gains we had previously recognized in Other Comprehensive Income with respect to
Shurgard Europe was realized. Accordingly, we recogh&eumulative currency exchange gain of
$37,854,000, representing 51% (the pro rata portion of Shurgard Europe that was sold) of the
cumulative currency exchange gain previously included in Other Comprehensive Income.

The gain upon disposition of $304,1,000 and associated realized currency exchange gain
totaling $37,854,000 are both included in line-i t egains @n disposition of real estate investments
ned in our condensed consolidated statement of income fonitteemonths endedeptember30,
2008.

The results of operations of Shurgard Europe have been included in our condensed
consolidated statements of income for the three months ended March 31, 2008. Commencing with the
quarter beginning April 1, 2008, our pro rata share of operationsu§&tad Europe is reflected on our
condensed consolidated statement of income under equity in earnings of real estate entities.
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Real Estate &cilities

Activity in real estate facilities is as follows:

Nine Months
Ended
SeptembeB0,
2009
(Amounts in
thousands)
Operating facilities, at cost:
Beginning balanCe.........cccovveiieeiiieeee e e $ 10,207,022
Capital IMProvVEMENLS.......ccooiiuiiiiiiiie e eeee e 52,449
Newly developed facilities openédr operations................... 13634
Disposition of real estate facilities.............cccceevvveiiccerineenn. (8,093
Impact of foreign exchange rate changes.................cc....e. 2,018
Ending balancCe............oovviiiiiiiee e 10,267,030
Accumulated depreciation:
Beginning balanCe............cocveiiiiiiieece e (2,405,473
Depreciation EXPENSE........ccoiiiiiiiiieieeaee et e e (248,450
Disposition ofreal estate facilities.............ccccveeviieieecneennn. 3,708
Impact of foreign exchange rate changes...........ccccccveeeees (578
Ending balancCe...........cooveiiiiiiiee e (2,650,793
Construction in process:
Beginning balanCe...........coocviiiiiiiieee e 20,340
Current deVelopmenL.........cccuvviiiiiiee e 11,029
Newly developed facilities opened for operation................ (13639
Ending balance..............ooeiiiiiiiii e 17,735
Total real estate facilitiest SeptembeB0, 2009...............ceeneeeeee $ 7,633,972

During the nine months ende&eptembeB0, 2009 we sold an existing real estate facilips well as
disposed of portion of certain real estate facilitipgmarily in connection witlcondemnation proceedingsy
aggregatecash proceeds totaling ,464000 and an other asset valued at $2,941,000Ve recorded an
aggregate gain of approximatel®,$2Q000, of which $,018000 is included in discontinueaperations and
$3,002000 isincluded n & onalisposition of real estate investmemtst 0

Construction in process &eptembeB0, 200 includes the development costs relatprgmarily to
variousexpansions to existing sedforage facilities

Investments in Real Estate Entities

The following table sets forth our investments in the real estate entitsps&embe30, 200 and
DecembeB1, 2008, and our equity in earnings of real estate entitigsthe threeand nine monthsended
SeptembeB0, 2009 and 2008amounts in thousands):
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Investments in Real Estate Entities
SeptembeB0, December 31,

2009 2008
PSB...ooovvviviviiiiiiimmmeeeens $ 327,155 $ 265,650
Shurgard Europe.................. 272,668 264,145
Other Investments................ 13,977 14,803
0] 71 A $ 613,800 $ 544,598
Equity in Earnings of Real Estate Equity in Earnings of Real
Entities for the Estate Entities for the
Three Months Ended Nine Months Ended
SeptembeB0, SeptembeB0,
2009 2008 2009 2008
(20 = T $ 4,684 $ 3,320 $ 30,351 $ 8,512
Shurgardeurope................... 3,631 2,260 7,239 3,717
Other Investments................ 509 738 1,443 1,450
Total......coovvveveeeieieiiieniins $ 8,824 $ 6,318 $ 39,033 $ 13,679

During the nine months ended September 30, 2009 and 2008, respectively, we received cash
distributions from the Real Estafntities totaling $36,140,000 and $31,741,000, respectively. Included in
earnings recognized for the nine months ended September 30, 2Q08 4845000 representing our share of
the earnings allocated from PSBB&s prreepfuerrcoheals essh aafe hprl
and preferred units for amounts that were less than the related book value, during the period.

During thenine months ende&eptember 302009, in addition to the impact of earnings recognized
and cash distributions regeid, our investments in real estate entitieseased by #3,191000due to foreign
currency translation adjustments and $17,825,000 due to our acquisition of an additional 383,333 shares of PSB
common stock. During the three months ended September080, e recorded a gain of 293,000 in

connection with PSB&6s sale of common stock in a pub
disposition of real estate investments®®b on our condensed consolidated s
investrrent in real estate entities increased b9,$2 93, 000 as a result of this gal

below for further information on this gain.

Investment in PSB

PSB is a REIT traded on the New York Stock Exchange, which controls an operatingspartner
(collectively, the REITand he operating partner s hSBegptenbeBd 20eHSBr r ed t o
owned and operated approximately 19.6 million net rentable square feet of commercial space and manages
certain of our commercial space.

During the quarter ended September 30, 2608B sold 3,450,000 shares itf common stockn a
public offering for net proceed®f $153.6million during the three months ended September 30, .2009
accordance with EITF 68 A Equi ty Met hod alt hvaesbdDme ma gahowiedioiggdne rz e d
$30,293,0000n the share issuance by P3B if we had sold a proportionate share of our investment in PSB.

Concurrent with the public offeringye purchased an additional 383,333 shares of PSB common stock
from PSBat the same price per share as the public offédng total cost of $17.8 million.
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We have a41.£6 common equity interest in PSB asS#ptembeB0, 200 (46% as oDecember 31,
2008), comprised of our ownership &,801,606s har es of PSB6s common stock
partnership units in the operating partnerghip , 418, 273 shares of PSB6s common
partnership units at December 31, 2008he limited partnership units are convertible at our option, subject to
certain conditions, on a offer-one basis into PSB common stock. Based upon the closing price at
SeptembeB0, 200 ($51.32 per share of PSB common stock), the shares and units had a meldestof
approximately $72.6million as compared to a book value &2%.2 million.

The following table sets forth selected financial information of PSB; the amounts represent 100% of

PSBo6s bal anc e-mtasharé.

For theninemonths ende&eptembeB0,

not our pro

200 2008
(Amounts inthousands)

TOtAl FEVENUE ...ttt ememeeees $ 205,791 $ 212,571
Costs of operations amggneral and administrativvxpense (70,78) (73,101
Depreciation and amortization...............cceveeviierniieeennne (63,63) (75,279
(@1 1= 1 1= 43 LSRR (817) (1,957

[N TST 40 [oTo ] 14T $ 70,562 $ 62,243

Total assets (primarily real estate)
Debt and other liabilities

At SeptembeBO, At December 31,
2009 2008

(Amounts in thousands)

........................ $ 1571321 $ 1,469,323
.................................................. 103,923 105,736

EGUILY. v eees e 1,467,398 1,363,587

Investment in Shurgard Europe

At September30, 200 we had a 49% equity investment in Shurgard Europe. As a result of our
disposition of an interest in Shurgard Europe, we deconsolidated Shurgard Europe effectiv81Manos

(see Note 3)

For thethreeandnine months ende&eptembeB0, 2000, we recorded aaggregate of $631,000and
$7,239000, respectivelyin equity in earnings oShurgard Europe For thethree andnine months ended
September30, 20, we recorded araggregate of$2,26Q000 and $3,717,000, respectivelin equity in
earnings ofShurgard EuropeDuring thenine monthsendedSeptembeB0, 200 and 2008 our investment in
Shurgard Européncreasedy approximately$18,191000 anddecreased b$31,41Q000, respectivelydue to
the impact of changes in foreign currency exchange rates, primarily between the Euro and the U.S. Dollar.

The following table sets forth selected financial information of Shurgard Europe. These amounts are

based wupon
Storageods

hi

100%
stori

of
cal

S h uhemgtlzan odur pEourateo shzembdsare hasédaupoo Public r a't
acquired book basis.

Amounts for all periods are presented, notwithstanding that Shurgard Europe was deconsolidated
effective March 31, 2008. Accordinglgnly theamounts (nebf intercompany eliminationgjrior to April 1,
2008are included in our consolidated financial statements
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For the Three Months Ended

For theNine Months Ended

Self-storageand ancillaryrevenues.............cccocccvvvvieveenns $
Interest and other inconfexpense)..........ccccvveeveeeeeeceee.
Self-storage and ancillary cost of operations..................
Trademark license fee payableRublic Storage...............
Depreciation and amortization............ccccceeeeeiiiiceeeeeninns
General and administrative...........ccocvveeeiieeeieee e
Interest expense on third party debt..............ccccoeeiieneee
Interestexpense on loan payable to Public Storage.......
Income (expenses) from foreign currency exchange.....
Discontinued Operations............cceouveeeeriemneeeeesnieeeennes

NELIOSS (8). 1 uveeeeiiirriee et ecee s $

SeptembeB0, SeptembeBO,
2009 2008 2009 2008
(Amounts in thousands)

59457 $ 62,605 $ 164114 $ 185,626
178 217 371 573
(25,546) (25,723 (74,929 (79,289
(423 (450) (1,169 (1510
(18922 (23,200 (53734 (70,675
(1,479 (2,690 (6,557 9,72)
(3,905 (6,719 (12328 (20,846
(11839 (12063 (33,356 (34,862
466 (2,006 851 (1,35
- (6) 8 (26
(2,009 $ (10033 $ (16,729 $ (32078

(a) Approximately ®,841,000in netincomeand $,133000 innetlosswas allocated to permanent noncontrolling
equity interests in subsidiaries for the three months er@kmtembeB0, 2009 and 2008, respectively, of which
$2,994,000 and $287,000, respectively, represented depreciation and amortization expdhseng the nine
months ende&eptembeB0, 2009 and 2008 paroximately 8,019000in net incomeand %,911,000in net loss
respectively, was allocated to permanent noncontrolling equiyeists in subsidiaries, of whicl8,$91,000and

$9,919000, respectively, represented depreciation and amortization expense.

Total assets (primarilgelfstorage facilities)

Total debt to third parties

Total debt to Public Storage..........ccccoevvviivivieeniiiiiieeeenn.
Other liabilities. ..o
EQUIY. .t

At SeptembeBO0,

200

At December 31,
2008

(Amounts in thousands)

.. $ 1667,710
343,018
571,783

82,409

670,500

$

1,615,370
362,352
552,361

82,247
618,410

Our equity in earnings of Shurgard Europe for the threenemelmonths ende&eptembeB0, 2009
totaling $,631,000and$7,239000, respectivelyand $2,260,000 and $3,717,000 for the three and nine months

ended September 30, 2008, respectively, canmprised of (i)lossesof $2,377,000 and $9,677,000 for the

respective 2009 periscand $,871,000and $8,69Q000for the respective 2008 perigdepresenting our 49%
pror ata share of Shurgard
$16,916000for therespective 2009 periods and $81,000 and $2,407,000for the respective 2008 periqds
representing our 49% prata share of the interest income and trademark license fees received from Shurgard
Europe for the respective perio@sich amounts are presented as equity in earnings of real esti¢s estther

than interest and other income).
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Other Investments

At Septembe30, 200, t h etherfinvestments include an aggregate common equity ownership of
approximately 24% in entities that collectively own 19-s¢dfrage facilities.

The following table sets forth certain condensed financial information (representing 100% of these
entitiesd bal amataesharelawitld respeattto three U9 faciitthat we have an interest in at
SeptembeB0, 2000:

2009 2008
(Amounts inthousands)

For thenine monthsended
SeptembeBO,

Total reVENUE........coeeeeeeeeeeieeeeeeeeeee $ 12,512 $ 12,910
Cost of operations and other expenses (4,779 (4,840
Depreciation and amortization............. (1,515 (1578

Net iNCOME.......cueeeeeriire e $ 6,221 $ 6,492

At September 3C At December 31,
2009 2008

(Amounts in thousands)

Total assets (primarily sel§torage

facilities)......cccvvvee e $ 37,624 $ 40,168
Total accrued and other liabilities....... 1,075 888
Tot al Par t.n.e.r.s.0...e.c 36549 39,280
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6. Notes Payable and Line of Credit

The carrying amounts of our notes payabl8eptembeB0, 2009 andecember 3, 2008consist of
the following (dollar amounts in thousands):

SeptembeB0, December 31,
20 2008

(Amounts in thousands)

Unsecured Notes Payable:

5.875%effective and stated note rate, interest only and payable

annually, matures in March 2013..............cooiiiiiiimeeiiiiiiieee e $ 186,460 $ 200,000
5.73% effective rate, 7.75% stated note rate, interest only and pa

semiannually, matures in February 2011 (carrying amancitides

$2,348 of unamortized premium &eptembeB0, 2009 and $7,43:

at December 31, 2008).......ccuueeeiiiiiieeiiieeniee e 105,665 207,433

Secured Notes Payable:

5.47% average effective rate fixed rate mortgage notes pay
secured by9real estate facilitiewith a net book value of361,904
at September30, 2009 and stated note rates between 4.95%
8.00%, maturing at varying dates betwe@ntober2009 and Augus
2015 (carrying amount include€ 8393 of unamortized premium &
SeptembeBO0, 2009 and $5,634 december 31, 2008).................. 229537 236,378

Total notes payable...........ccco i $ 521,662 $ 643,811

Substantially all of our debt was acquired in connection with a property or other acquisition, and in
such cases anitial premium or discounis establishedor any difference between the stated nbtdanceand
estimated fair value This initial premium or discouris amortized over the remaining term of the notes using
the effective interest methodEstimated fair values al®sed upon diseinting the future cash flows under each
respective note at an interest rate that approximates those of loans with similar credit charaatettsticsto
maturity. These inputs for fair value represent gni f i cant unobser vadbo ei nipnuptust sa s
the term idefined in the Codification.

At SeptembeBO, 200, we havea r ev ol ving credit agr evbichexpites (t he
on March 27, 2012with an aggregate limit with respect to borrowings and letters of credit of $300 million.
Amounts drawn on the Credit Agreement bear an annual interest rate ranging from the London Interbank
Of fered Rate (ALIBORO) pl us Oon8ubdeditratings (LIBORPIugOI3®s 1. 00 ¢
at SeptembeB0, 20M). In addition, we are required to pay a quarterly facility fee ranging from 0.10% per
annum to 0.25% per annum depending on our credit ratings (0.10% per anBepteahbeB0, 201). We had
no outstanding borrowings on our Credit AgreemenSaptember30, 20® or at November 6 20(®. At
Septembe30, 200, we had undrawn standby letters of credit, which reduce our borrowing capability with
respect to our line of credit by the amount of the letters of cremtaljing $8,27Q000 (£7,736000 at
December 31, 2@).

On February 12, 2009, we acquir&d10,23,000face amoun{($113,736,000 book value)of our

existing unsecured notes pursuant to a tender offer for an aggredt®@9%22,000in cash (including costs
associated with the tender of $414,00is accrued interest In connection with this transton, we
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recognized a gain of4$114,000for the nine months ende®eptembei80, 2009 representing the difference
between the book value of $1736000 and theetirementamountpaid plus tendepffer costs.

Our notes payable and our Credit Agreemethehavevariouscustomaryrestrictive covenants, all of
which have been met 8eptembeB0, 200®.

At SeptembeB0, 2009 approximate principal maturities of our notes payable are as follows (amounts
in thousands):

Unsecured MortgageNotes
Notes Payable Payable Total

2009 $ - $ 2,289 $ 2,289
P20 O R 2,052 11,037 13,089
2011 e 103613 27,819 131432
2012 - 55,575 55,575
2013 186,460 64961 251,421
Thereafter..........ccovvvveeviierinnnen, - 67856 67856

$ 292125 $ 229,537 $ 521,662
Weighted average effectivate 5.8% 5.5% 5.7%

We incurred interest expendecluding interest capitalized as real estadtaling $47,000 and
$1,630,000 respectively for theine months ende&eptembe0, 2009 and 2008with respect to our notes
payable, capital leases, debtjoint venture partner and line of credggregating $3,252000 and $6,817000
for the nine monthsendedSeptember30, 2000 and 20@, respectively. These amounts were comprised of
$26,065000 and $10,462000 in cash paid for tha@ine months ended September30, 20® and 20@,
respectively, less2813000and $,645000in amortization of premium, respectively

Noncontrolling Interests in Subsidiaries

In consolidation, we classify ownership interests in the net assets of each of the Consolidated Entities,
other than our own, a& ancontrollinginterestsin subsidiarie® Interestshat have the ability to require us
except in an entity liquidationp redeemhte underlying securitier cash, assets, or other securities that would
not also be classified as equitye presented on our balance sheet outside of equity the end of each
reporting periodif the book value is less than the estimated amount to be paid upon a redemption occurring on
the related balance sheet ddtese interests are increasedtijust to their estimated liquidation value (which
approximates fair valug)with the offset agairsretained earnings.All other noncontrolling interestin
subsidiariesare presenteds a componentofequitf p e r mane nt mtenestso subsidiariesi i ng i

Redeemable Noncontrolling Interests in Subsidiaries

At September30, 2009, the Other Regmable Noncontrolling Interests in Subsidiaries represent
equity interests in three entities that own in aggregate 14teeHge facilities. At December 31, 2008hese
interests were increased and retained earndggcit) was decreased by a totaf 86,469000 in connection
with the implementation of SFAS No. 160, to adjust to their estimated liquidation value (which approximates
fair value). We estimate the amount to be paid upon redemption of these interests by applying the related
provisionsof the governing documents our estimate of the fair value of the underlying net assets (principally
real estate assets).

During the three andine months ende®eptembe80, 2009, we allocated a total 024,000 and
$753000, respectively, in income tbdse interestsDuring the same periods in 2008, we allocated a total of
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$310,000 and 823000, respectively, of income to these interest®uring the nine months ended
SeptembeB0, 2009, these interests were increased 286800to adjust to their estimated liquidation value
(which approximates fair value).During the nine months endedseptember30, 2009 and 2008, we paid
distributionsto these intereststaling$976,000and $26000, respectively.

In 2007, we sold an approxitedy 0.6% common equity interest in Shurgard Europe to various

of ficers of the Company (the APS Officerso), ot her t
from the sale of the interest t hr odtbeirprofrata shdre oBtle, 2008
earnings of Shurgard Europe, and this was included
subsidiaries. o As d 21s2008,we dedonsolidateN ShurgardEurope and, kkaarresuit,

noncontrollingi nt er ests in subsidiaries with respect to the
under Al nvestment in Shurgard Europeo for further hi s

Permanent Noncontrolling Interests in Subsidiaries

At September30, 2009, the OthePermanenNoncontrolling Interests in Subsidiaries represent equity
interests in 28 entities that own an aggregate of 94sselfor age f a c i | rimanent Noncontrdllieg i Ot her
Interests in Subsidr i e s 0) a n doreferned pantnarshipou ¢ s (t he APreferred Par
These interests are presented as equity bethedwlders of the interestt® not have the ability to require us
to redeem them for cash or other assets, or other securities thatnebaldo be classified as equity.

Preferred Partnership Interests

At December 31, 20Q&ur preferred partnership units outstanding were comprised of 8,000,000 units
of our 6.400% Series NN ($200,000,000 carrying amount, redeemable March 17, 2010)P0D,aMits of our
6.250% Series Z ($25,000,000 carrying amount, redeemable October 12, 2009), and 4,000,000 units of our
7.250% Series J ($100,000,000 carrying amount, redeemable May 9 p2&fetded partnership units.

In March 2009, we acquired alf the 6.40% Series NN preferred partnership ufiiben a third party
($2000 million carrying amount) for approximately $128nillion, plus accrued and unpaid distributions from
December 31, @08 through the closing dateThis transactiorresultedin an increase inpaidin capital of
approximately $2.0 million for the nine monthsendedSeptember30, 2009 based upon the excess of the
carrying amount over the amount paid.

Also in March 2009 we acquiredall of the 6.25% Series Z preferred partnershiptsifrom a third
party ($25.0 million carrying amount) for $28 million. Thisresultedin no increase in income allocated to the
common shareholders as thegreacquired at par.

At SeptembeBO, 2009, our preferred partnership units outstanding were comprised of 4,000,000 units
of our 7.250% Series @referred unit§$100,000,000 carrying amount, redeemable May 9, 20$ipject to
certain conditions, the Series J preferred units are conweititd our 7.25% Series J Cumulative Preferred
Shares.

During the three andine months ende®eptembe30, 2009, we allocated tatal of $1,813,00@&nd
$7,643000, respectively, in income to these interests based upon distributions paid. Duringetipesads in
2008, we allocated a total of $5,403,000 athé,209000, respectively, in income to these interests based upon
distributions paid.

In addition, during thenine months ende&eptembeB0, 2009, we allocated $72,000,0@0income
from these nterestsin determining net income allocable to Public Storabareholdersbased uporthe
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aforementioned redemption of the 6.40% Series NN preferred partnerstipfor a cash payment that was
$72,000,000 less than the related book value.

Other Permaent Noncontrolling Interests in Subsidiaries

At SeptembeB0, 20, the Other Permaneritioncontrolling Interests in Subsidiariespresent equity
interestdn 28 entities (generally partnerships) that own in aggregdtelfstorage facilities.

During the three andine months ende®&eptembeB0, 2009, we allocated a total of $82000 and
$12,888000, respectively, in inconte these interestsDuring the same periods in 2008, we allocated a total of
$4,898,000 and $.1,32Q000, respectively, bincome to these interests During thenine months ended
SeptembeB0, 2009 and 2008, we paid distributicsthese interestwtaling $.1,661000 and $1,801000,
respectively.
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St or aBaityShar ehol

Cumulative Preferred Shares

At SeptembeB0, 200 andDecember 312008, we had the following series of Cumulative Preferred

Shares of beneficial interest outstanding:

der so

At SeptembeB0, 200

At December 31, 26D

Earliest
Redemption Dividend Shares Liquidation Shares Liquidation
Series Date Rate Outstanding Preference Outstanding Preference
(Dollar amounts in thousands)

Series V 9/30/07 7.500% 6,200 $ 155,000 6,900 $ 172,500
Series W 10/6/08 6.500% 5,300 132,500 5,300 132,500
Series X 11/13/08 6.450% 4,800 120,000 4,800 120,000
Series Y 1/2/09 6.850% 750,900 18,772 750,900 18,772
Series Z 3/5/09 6.250% 4,500 112,500 4,500 112,500
Series A 3/31/09 6.125% 4,600 115,000 4,600 115,000
Series B 6/30/09 7.125% 4,350 108,750 4,350 108,750
Series C 9/13/09 6.600% 4,425 110,625 4,600 115,000
Series D 2/28/10 6.180% 5,400 135,000 5,400 135,000
Series E 4/27/10 6.750% 5,650 141,250 5,650 141,250
Series F 8/23/10 6.450% 9,893 247,325 10,000 250,000
Series G 12/12/10 7.000% 4,000 100,000 4,000 100,000
Series H 1/19/11 6.950% 4,200 105,000 4,200 105,000
Series | 5/3/11 7.250% 20,700 517,500 20,700 517,500
Series K 8/8/11 7.250% 16,990 424756 16,990 424,756
Series L 10/20/11 6.750% 8,267 206,665 8,267 206,665
Series M 1/9/12 6.625% 19,065 476,634 19,065 476,634
Series N 7/2/12 7.000% 6,900 172,500 6,900 172,500
Total Cumulative Preferred Share 886,140 $ 3,399,777 887,122 $ 3,424,327

The holders of our Cumulative Preferred Shares have general preference rights with respect to
liquidation and quarterlgistributions. Holders of the preferred shares, except under certain conditions and as
noted below, will not be entitled to vote on most matters. In the event of a cumulative arrearage equal to six

quarterly dividendsholders of all outstanding seriespreferred shares (voting as a single class without regard

to series) will have the right to elect two additional members to serve on our Board of Trustees until events of
default have been cured. 8eptembeB0, 2009 there were no dividends in arrears

Except wunder
Preferred Shares are not redeemable prior the dates indicated on the table above. On or after the respective

dates, each of the series of Cumulative PreteShares will be redeemable, at the option of the Company, in

certai

n conditi

ons

r el

ating

to

t he

whole or in part, at $25.00 per share (or depositary share as the case may be), plus accrued and unpaid
dividends. Holders of the Cumulative Preferred Shares do not have the right to tleg@empany to redeem

such shares.
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Upon issuance of our Cumulative Preferred Shares of beneficial interest, we classify the liquidation
value as preferred equity on our consolidated balance sheet with any issuance costs recorded as a reduction to
paidin capital.

During March 2009 we repurchasecertain of our Cumulative Preferred Shareprivately regotiated
transactions as followsSeriesV i 700,000 depositary shares, each representing 1/1,000 of a share of our
Cumulative Preferred Shares at a total cost of $13,23086fles Ci 175,000 depositary shares, each
representing 1/1,000 of a share of our Cumulative Preferred sSainatotal cost of $2,695,000 ar8kries H
107,000 depositary shares, each representing 1/1,000 of a share of our Cumulative Preferred Shares at a total
cost of $1,610,000 The carrying value of the shares repurchased totag8i8dmillion ($24.6 million
liquidation preference les® 8 million of original issuance costsandexceeded the aggregate repurchase cost
of $17.5 million by approximately $6.#illion. For purposes of determining net income per share, income
allocated to our preferred shareholderas reduced bythe $6.2 million for the nine months ended
SeptembeB0, 2009

Common Shares
Common Shares

During thenine months ende&eptembeBO, 2009, weissuedl112,688commonshares in connection
with employee stockased compensation.

Our Board 6 Trustees previously authorized the repurchase from time to time of 300,000 of
our common shares on the open market or in privately negotiated transactions. Dunimg thenthsended
SeptembeBO, 2009 we did not repurchase any of our commalrares ThroughSeptembeB0, 2009 we have
repurchased a total 88,721,916 of our common shares pursuant to this authorization.

Equity Shares, Series A

At SeptembeB0, 2009 and December 31, 2008, we had 8,377,193 of depositary shares outstanding,
each representing 1/1,000 of an Equity Share, Series A. The Equity Shares, Series A rank on parity with our
common shares and junior to the Cumulative Preferred Shares with respect to general preference rights and
have a liquidation amount which cannot eed&24.50 per share. Distributions with respect to each depositary
share shall be the lesser of: (i) five times the per share dividend on our common shares or (ii) $2.45 per annum.
We have no obligation to pay distributions on the depositary shares dfstributions are paid to common
shareholders.During thenine months ende&eptembeB0, 2009 and 2008, we paid quarterly distributions to
the holders of the Equity Shares, Series A of $0.6125 per share for each of the quarters ended,March 31
June30and September 30

Except in order to preserve the Companybds Feder al
the depositary shares representing the Equity Shares, Series A before March 31, 2010. On or after March 31,
2010, we may, at our option,deem the depositary shares at $24.50 per depositary share. If the Company fails
to preserve its Federal income tax status as a REIT, each of the depositary shares will be convertible at the
option of the shareholder into .956 common shares. The depoditares are otherwise not convertible into
common shares. Holders of depositary shares vote as a single class with holders of our common shares on
shareholder matters, but the depositary shares have the equivalenterfitbnef a vote per depositaryashb.
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Equity Shares, Series AAA

I n November 1999, we sold $100,000,000 (4,289, 54¢
Shares AAAO0O) to a newly formed joint venture. The E«
and junior to the Seor Preferred Shares with respect to general preference rights, and has a liquidation amount
equal to 120% of the amount distributed to each common share. Annual distributions per share are equal to the
lesser of (i) five times the amount paid per comnsbare or (i) $2.1564. We have no obligation to pay
distributions if no distributions are paid to common shareholders. Dimamgne months ende&eptembeB0,

2009 and 2008we paid quarterly distributions to the holder of the Equity Shares, SeriesoA&6.5391 per
share for eacbf the quarters ended March,3Line 3Cand September 30~or all periods presented, the Equity
Shares, Series AAA and related dividends are eliminated in consolidation.

Dividends

The unaudited characterization of dividends for Federal income tax purposes is made based upon
earningsand profits of the Company, as defined by the Internal Revenue Code. Common share dividends
totaled ®3.0 million ($0.55 per share) and 9R9 million ($0.55 per share), for thehree months ended
SeptembeBO, 2009and 20@®, respectively, and2788 million ($1.65 per sharepnd £78.5million ($1.65 per
share), for thenine months endedseptember30, 2009 and 2mB, respectively. Equity Shares, Seriea
dividendstotaled $51 million ($0.6125 per share) arg&b4 million ($0.6125 per share), for the three months
ended September30, 2009 and 2008, respectively, atataled $5.4 million ($1.838 per sharg and
$16.1million ($1.838 per share), for theine months ended September30, 2009 and 20@, respectively.
Preferred share dividends pay fixed rates from 6.125% to 7.500% with a total liquidation amount of
$3399777,000 atSeptembeBO, 2009 ($3424,327000 at December 31, 280and dividendsaggregating
$58.1million and $60.3 million for the three monthendedSeptembeB0, 2009 and 208, respectively and
$174.3million and$181.0million for thenine months ende&eptembeB0, 2009 and 2008, respectively

Related Party Transactions

Mr. Hughes, Public Storageb6és Chairman of the Boar
AHughes Familyo) have o0 wnapprogihately5l selfistomgedagilities iniCanadaand o p
using the APublic St or apgrsuanttb a rayalgree nradeneark (icGnBeSagrézmenta d a 0 )
with Public Storage We currently do not own any interests in these facilities nor do we own any facilities in
Canada. The Hughes Family owns approximalét of our common shares outstandingSaggember 30
2009. We have a right of first refusal to acquire the stock or assets of the corporation that martdgesfthe
storage facilities in Canada, if the Hughes Family or the corporation agrees to sell them. However, we have no
interest in the ogrations of this corporation, we have no right to acquire this stock or assets unless the Hughes
Family decides to sell and we receive no benefit from the profits and increases in value of the Canadian self
storage facilities.

We reinsure risks relating toss of goods stored by tenants in the-stdfage facilities in Canada.
During the nine months ended September 30, 2009 and 2008, we rec€r@aD8 and $649,00(based upon
historical exchange rates between th&.Wollar and Canadian Dollan effect as the revenues were eajned
respectively, in reinsurance premiums attributable to the Canadian facilities. Since our right to provide tenant
reinsurance to the Canadian facilities may be qualified, there is no assurance that these préhtiontisiue.

Public Storage and Mr. Hughes aregemeral partners in certain consolidated partnerships and affiliated
partnerships of Public Storagieat are not consolidated. The Hughes Family owns 47.9% of the voting stock
and Public Storage holds 468bthevoting and 100% of the nonvoting stock (representing substantially all the
economic interest) of a privaREIT. The private REIT owns limited partnership interests in five affiliated
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partnerships. The Hughes Family also owns limited partnerstépests in certain of these partnerships and
holds securities in PSB. PS Canada holds approximately a 1.2% interestRESticonsolidated entity that
provides liability and casualty insurance for PS Canada, Public Storage and certain affiliatecot®rage,

for occurrences prior to April 1, 2004 as described below. Public Storage and the Hughes Family receive
distributions from these entities in accordance with the terms of the partnership agreements or other
organizational documents.

From time to time, the Company and the Hughes Family have acquired limited partnership units from
' imited partners of the Companyds consolidated partn
1999 of a total of 638 limited partnership units by Tanklughes Gustavson and@ Family Corp., a
company owned by Hughes Family members, the Company was granted an option to acquire the limited
partnership units acquired at cost, plus expenses. During the fourth quarter of 2008, the Company exercised its
option to acquire the units for a total purchase price of approximately $239,000. The transaction was approved
by the independent members of the Board of Trustees after considering that the value of the units had
appreciated significantly since 1998 and 129@l that the exercise price for the Company was substantially
below the prices paid to acquire similar limited partner units in third party transacfléwesacquisition was
effective January 1, 2009.

ShareBased Compensation

Stock Options

We havear i ous stock option plans (collectively refe
the Company has granted nqualified options to certain trustees, officers and key employees to purchase the
Companyb6s common s har e gnarketvalge ofghe comeon eslipnesaalt thetdate of dramt. f ai r
Generally, options granted after December 31, 2002 vest generally overyadivperiod and expire between
eight years and ten years after the date they became exercisable. The PS Plans aésfopribe grant of
restricted shares (see below) to officers, key employees and service providers on terms determined by an
authorized committee of our Board.

We recognize compensation expense for shased awards based upon their fair value on theadate
grant amortized over the applicable vesting period
forfeitures.

For the threeand nine months endedseptember30, 2009, werecorded$900,000 and $,400,000,
respectively,in stock option compensan expense related to options granted after January 1, 2002, as
compared to $04,000and £,271,000for the same pericn 2008.

A total of 1,485000 stock options were granted during thime months ende&eptembe0, 2009,
42,662shares were exercised, ahil8,000shares were forfeited. A total &f721,670stock optionswere
outstanding aSeptembeB0, 2009 (2,397,332 at December 2008).

Outstanding stock options are included on afameone basis in our diluted weightesterage shares,
less a reduction for the treasury stock method applied to a) the average cumulative measured but unrecognized
compensation expense during the period and b) the strike price proceeds expected from the employee upon
exercise.
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RestrictedShare Units

Outstanding restricted share units vest over a five or-giegut period from the date of gramaitably.
The employee receives additional compensation equal to thehpe¥ dividends received by common
shareholders with respect to restricteldare units outstanding. Such compensation is accounted for as
dividends paid. Any dividends paid on units which are subsequently forfeited are expEipsgdvesting, the
employee receives common shares equal to the number of vested restricted sharexctiange for the units.

The total value of each restricted share unit grant, based upon the market price of our common shares at
the date of grant, is amortized over the service period, net of estimates for future forfeitures, as compensation
experse. The related employer portion payroll taxes is expensed as incurred.

During theninemonths ende&eptembeB0, 2009 105050restricted share units were grantégd,753
restricted share units were forfeited ahtil,803restricted share units vested. This vesting resulted in the
issuancenf 70,026common shares. In addition, cash compensdtitaling $3,082,000vas paid to employees
in lieu of 41,777common shares based upon the market value of the sharedatab&vesting, and used to
settle the employeesd tax Iliability generated by the

At September30, 2009, approximately560,706restricted share units were outstanding (630,212 at
DecembeBl, 2008). A total of2,460000 and %,053000in restrictedshare expense was recorded for the
threeandnine months ende&eptembeB0, 2009,respectivelyas compared to2$601,000and %,492000for
the same perialin 2008. Restricted share expense includes amortization afrémedatefair value of the
units reflected as an increase to pa&idcapital, as well as payroll taxes we incurred upon each respective
vesting.

See also Anet i ncome per common sharedo above fo
restricted share units on our net income menmon and income allocated to common shareholders.

Segment Information

Our reportable segments reflect significant operating activities that are evaluated separately by
managementandare organized based upon their operating characteridtiash ofour segmentss evaluated
by managemenbased upon net segment incomidet segment income represents net income in conformity
with GAAP and our significant accounting policies as denoted in Note 2

We had previouslygrouped our Commercial Segmentvith other ancillary activities such as
reinsurance of policies agairlesses to goods stored by tenants in ourstelfage facilitiesmerchandise sales
truck rentals, and containerized storadeue to the termination of our containerized storage and tertal
operations, these other ancillary activities as a group have become less sigaifttama resulare no longer
allocated toa particularreportablesegment. We haveadjusted the classification dfh e fAPr esent at i c
Segment | nf o witlhmespecotomior peeiddotavisensistentvith our current segment definition

Following is the description of and basis for presentation for each of our segments

DomesticSelf Storage Segment

The Domestic SeHStorage Sgmentcomprises our domestic seidforage rental operations, and is our
predominant segment. iticludes the operations of the 1,991 self storage facilities owned by the Company and
the Consolidated Entities, as well as our equity share of the 18terdfje &cilities that we account for on the
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equity method. None of our imterest andother income, interest expense the related debtgeneral and
administrative expens®r gains and losses on the saleseff-storage facilitieds allocated toour Domestic
Self-Storagesegment because management doesonsider these items in evaluatitmg results of operations

of the Domestic SelfStoragesegment At September 30, 2009, the assets of Ermmestic Self-Storage
segment are comprised principally of our satibrage facilities with a book value of $7.6 billiv.8 billion at
December 31, 2008)enant Intangibles with a book value of approximate?.$ million ($33.2 million at
December 31, 2008)and the Other Investments with a net book value of $14.lomi{$14.8 million at
December 31, 2008) Substantially all of ouother assets totaling $104.9 million, and our accrued and other
liabilities totaling $236.5 million($109.9 million and $212.4 million, respectively, at December 31, 28@8)
directly associated witlthe DomesticSelf-Storagesegment.

EuropeSelfStorageSegment

The Europe Self-Storagesegment comprises our interestShurgard Europewhich has a separate
management team that makes the financing, capital allocation, and other significant démisilesaoperation.
The EuropeSelf-Storagesegment presentation includes all of the revenues, expenses, and operations of
Shurgard Europdo the extent consolidated in our financial statements, and for periods following the
deconsolidation of Shurgard Europe, includes our equi
other income received from Shurgard Europe, as well as spa@fieral and administrative expense,
disposition gains, and foreign currency exchange gains and losses that management considers in evaluating our
investment in Shurgard Europét September 3@®009, our condensed consolidated balance sheet includes an
investment in Shurgard Europe with a book value of $272.7 million ($26#lion at December 31, 2@)and
a loan receivable from Shurgard Europg ot al i n gnilliod I$B71.8 million) ($552.4 million at
DecembeBl, 20®).

Commercial Segment

The Commera@l segmentomprises our investment PSB a selfmanaged Real Estate Investment
Trust with a separate managemdstam that makeshe financing, capital allocation and other significant
decisions. Th Commercialsegment also includesur direct interestin certain commercial facilities,
substantially all of which are managed by PSB. Twmnmercialsegment presentatiancludesour equity
income from PSB, as well as thevenues and expensaesour commerciafacilities. At September 30, 2009,
the assetef the Commercial segment are comprised principally of our investment in PSB which has a book
value of $37.2 million ($265.7 million at December 31, 2008)

Presentation of Segment Information

The following table reconciles the performance of each segrimeterms of segment income, to our
consolidated net income (amounts in thousands):
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For thethree months endesieptembeB0, 20

Other Items
Domestic Europe Not Allocated to Total
Self-Storage Self Storage Commercial Segments Consolidated
(Amounts in thousands)
Revenues:
Selfstoragefacilities..........cccccevveeiieeiieeereenne.. $ 378,207 $ - $ - $ - 378,207
Ancillary operations............cocecvvvvieiiccenieeeeen, - - 3,753 24,047 27,800
Interest and other iNCOMEe.......cccoeeeeeiiiiiieiicnnnnns - 6,254 - 603 6,857
378,207 6,254 3,753 24,650 412,864
Expenses:
Cost of operations:
Selfstorage facilities..........ccceevceiiiiiiineeeenn. 121,261 - - - 121,261
Ancillary operations...........ccocccceeesiiieeeeneennn, - - 1,440 6,053 7,493
Depreciation and amortization.................cece..., 85,256 - 652 - 85,908
General and administrative.............cccceeeeeeeeeeen. - - - 8,654 8,654
INtErest EXPENSE.......cvvvvivvviiiiiniiieeee e eeeeeeeeeeee - - - 7,289 7,28
206,517 - 2,092 21,996 230,605
Income from continuing operations before equity
in earnings of real estate entgjgyairs on
disposition of other real estate investmentst
andforeign currency exchanggin.................... 171,690 6,254 1,661 2,654 182,259
Equity in earnings of real estate entities............. 509 3,631 4,684 - 8,824
Gairs on disposition of other real estate
INVESTMENTSNEL.......coveveeeie e, - - 30,293 280 30,573
Foreign currency exchan@g@in.............ccccccceeeeenns - 21,429 - - 21,429
Income fromcontinuing operations....................... 172,199 31,314 36,638 2,934 243085
Discontinued Operations.............ccceevrvvreeenneennnnee - - - 866 866
NEL INCOME.......ceeviveieieeeeeiereeeee e eeeeeee $ 172,199 $ 31,314 $ 36,638 $ 3,800 243951
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For thethree monthendedSeptembeB0, 2008

Other Items
Domestic Europe Not Allocated to Total
SelfStorage Self Storage Commercial Segments Consolidated
(Amounts in thousands)
Revenues:
Selfstoragefacilities..........cccccevveeiieeiieeereenne.. $ 392,738 $ - $ - $ - 392,738
Ancillary operations............cocecvvvvieiiccenieeeeen, - - 3,745 23,201 26946
Interest and other income...........ccccooocvveeeiceenns - 6,380 - 5,105 11485
392,738 6,380 3,745 28,306 431,169
Expenses:
Cost of operations:
Selfstorage facilities..........ccceevceiiiiiiineeeenn. 121,579 - - - 121,579
Ancillary operations...........ccocccceeesiiieeeeneennn, - - 1,555 2,201 3,756
Depreciation and amortization.................cece..., 90,432 - 652 - 91,084
General and administrative............ccccceeeeeieenn. - - - 8,879 8,879
INterest eXPENSE.......covvvviiiiiiieeieceeee e - - - 9,099 9,099
212,011 - 2,207 20,179 234,397
Income from continuing operations before equity
in earnings of real estate entitiggjns on
disposition of other readstate investmentset,
casualty losandforeign currency exchangdess.. 180,727 6,380 1,538 8,127 196,772
Equity in earnings of real estate entities............. 738 2,260 3,320 - 6,318
Gairs on disposition of other real estate
INVESTMENTSNEL......ccovieeeei e - - - 1,024 1,024
Casualty l0SS.......oooiviiiiiiiee e, - - - (525) (525)
Foreign currency exchan$fgss...........cccoocvvveennneee - (53,122) - - (53,12)
Income (loss) from continuing operations............ 181,465 (44,539 4,858 8,626 150,417
Discontinued operations...............ooecuvveeieeceneenen. - - - (2,479 (2,475
NELINCOME...ciiiiiiiie it $ 181,465 $ (44,539 $ 4,858 $ 6,151 147,942
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For theninemonths ende&eptembe80, 2009

Other Items
Domestic Europe Not Allocated to Total
Self-Storage Self Storage Commercial Segments Consolidated
(Amounts in thousands)
Revenues:
Selfstoragefacilities..........cccccevveeiieeiieeereenne.. $ 1,121,076 $ - $ - $ - $ 1,121,076
Ancillary operations............cocecvvvvieiiccenieeeeen, - - 11,124 70,617 81,741
Interest and other income................ooecvvvieeenns - 17,608 - 4,398 22,006
1,121,076 17,608 11,124 75,015 1,224,823
Expenses:
Cost ofoperations:
Selfstorage facilities..........ccceevceiiiiiiineeeenn. 379,213 - - - 379,213
Ancillary operations...........ccocccceeesiiieeeeneennn, - - 4,309 23,211 27,520
Depreciation and amortization.................cece..., 252,366 - 2,304 - 254,670
General and administrative.................ccccoeeeee. - - - 26,532 26,532
INtErest EXPENSE.......cvvvvivvviiiiiniiieeee e eeeeeeeeeeee - - - 22,705 22,705
631,579 - 6,613 72,448 710,640
Income from continuing operations before equity
in earnings of real estate entities, gain
disposition of other real estate investments;
gain on early retirement of debt and foreign
currency exchanggain...........cccooccveeeviiiieeeeenn, 489,497 17,608 4511 2,567 514,183
Equity in earnings of real estate entities............. 1,443 7,239 30,351 - 39,033
Gairs on disposition of other real estate
INVEStMENESNEL.......oiiiiiii e - - 30,293 3,002 33,295
Gain on early retirememtebt...............ccccvveeirenee. - - - 4,114 4,114
Foreign currency exchanggin.............cccceevvveeeen - 19,901 - - 19,901
Income from continuing operations..................... 490,940 44,748 65,155 9,683 610526
Discontinued operations...............ooecuvveeieeeeneenen. - - - (7,759 (7,759
NEt INCOME.....cciiiiieeciiie e $ 490,940 $ 44,748 $ 65,155 $ 1,924 $ 602767
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For theninemonths ende&eptembe80, 2008

Other Items
Domestic Europe Not Allocated to Total
SelfStorage Self Storage Commercial Segments Consolidated
(Amounts in thousands)
Revenues:
Selfstoragefacilities..........cccccevveeiieeiieeereenne.. $ 1,143,059 $ 54,722 $ - $ - $ 1,197,781
Ancillary operations............cocecvvvvieiiccenieeeeen, - 4,913 11,546 67,234 83,693
Interest and other income...........ccccooocvveeeiceenns - 12,912 - 12,431 25,343
1,143,059 72,547 11,546 79,665 1,306,817
Cost of operations:
Selfstorage facilities..........ccceevceiiiiiiineeeenn. 381,704 24,654 - - 406,358
Ancillary operations...........ccocccceeesiiieeeeneennn, - 1,409 4,789 20,926 27,124
Depreciation and amortization.................cece..., 284,036 21,871 2,246 - 308,153
General and administrative............ccccceeeeeieenn. - 30,044 - 26,924 56,968
INterest eXPENSE.......covvvviiiiiiieeieceeee e - 6,597 - 28590 35,187
665,740 84575 7,035 76,440 833,790
Income (loss) from continuing operations before
equity in earnings of real estate entities, gaim
disposition ofotherreal estate investmennet,
casualty losand foreign currency exchanigess.. 477,319 (12,028 4,511 3,225 473,027
Equity in earnings of real estate entities............. 1,450 3,717 8,512 - 13,679
Gairs on disposition obtherreal estate
INVESTMENTSNEL.......coveveeeie e, - 341865 - 932 342797
Casualty l0SS.......oooiviiiiiiiee e, - - - (525) (525)
Foreign currency exchan$fgss...........cccoocvvveennneee - (12,203) - - (12,203)
Income from continuing operations...................... 478,769 321,351 13,023 3,632 816,775
Discontinued operations...............ooecuvveeieeceneenen. - - - (4,939 (4,937
Net income (I0SS)..ccccvvereeriiiieiiieeeeee e $ 478,769 $ 321,351 $ 13,023 $ (1,309 $ 811,838
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12. Commitments and Contingencies

Legal Matters

Brinkley v. Public Storage, Inc. (filed April 2005) (Superior Court of Califoinians Angeles County)

The plaintiff sued the Company on behalf of a purported class of Californiax@mpt employees based
onvarious California wage and hour laws and seeking monetary damages and injunctive relief. In May 2006, a
motion for class certification was filed seeking to certify five subclasses. Plaintiff sought certification for
alleged meal period violations, rgstriod violations, failure to pay for travel time, failure to pay for mileage
reimbursement, and for wage statement violations. In October 2006, the Court declined to certify three out of
the five subclasses. The Court did, however, certify subclasssesd lon alleged meal period and wage
statement violations. Subsequently, the Company filed a motion for summary judgment seeking to dismiss the

matter in its entirety. On June 22, 2007, the Court
causes of action relating to the subclasses certified and dismissed those claims. The only surviving claims are
those relating to the named plaintiff. The plaintif

judgment ruling. On October 28020 8 , the Court of Appeals sustained t
filed a petition for review with the California Supreme Court, which was granted but further action in this
matter was deferred pending consideration and disposition of a rédated inBrinker Restaurant Corp. v.

Superior Courtwhich is currently pending before the California Supreme Court.

Other Items

We are a party to various claims, complaints, and other legal actions that have arisen in the normal course
of business from mhe to time that are not described above. We believe that it is unlikely that the outcome of
these other pending legal proceedings including employment and tenant claims, in the aggregate, will have a
material adverse impact upon our operations or finpoisition.

Insurance and Loss Exposure

We have historically carriedustomaryproperty, earthquake, general liability and workers compensation
coveragehroughintemationally recognized insurance carriesgbject to customary levels of deductibles.e Th
aggregate limits on these policies of $75 million for property coverage anddillio? for general liability are
higher than estimates of maximum probable loss that could occur from individual catastrophic events
determined in recent engineering antuacial studies; however, in case of multiple catastrophic events, these
limits could be exhausted.

Our tenant insurance program reinsures a program that provides insurance to certificate holders against
claims for property losses due to specific nanpedils (earthquakes and floods are not covered by these
policies) to goods stored by tenants at our-selfage facilities for individual limits up to a maximum of
$5,000. We have thirgparty insurance coverage for claims paid exceeding $1,000,000mgduttm any one
individual event, to a limit of 5000,000 At September30, 20, there were approximatel§96000
certificate holders participating in this program in the U.S. representing aggregate coverage of approximately
$1.3 billion. We rely on a thireparty insurance company to provide the insurance and are subject to licensing
requirements and regulations in several states. No assurance can be githga #uditvity can continue to be
conducted in any given jurisdiction.
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Operding Lease Obligations

We lease land, equipment and office spander various operating leasest Septembe0, 200, the
approximatefuture minimum rental payments required under our operating leaseadbrcalendar year is as
follows: $2 million for the remainder of 2009, $6 million in 2010, $5 millipar yearin 20117 2013, andan
aggregate o$76 millionin paymentshereafter.

Expenses under operating leases vegrproximately $.3 million and $.0 million for the threeandnine
monthsendedSeptembeR0, 2009, respectively as compared tol# million and $t.0 million for the same
periods in 2008.

Subsequent Events

Effective October 31, 2009, we extended the maturity date to Match2B13 for our existing
G 3 9 milligh ($571.8 million at September 302009) loan to Shurgard EuropeUnder the terms of the
extension, the existing 7.5% rate of interest increased to 9.0% pan4ggeffective November 1, 2009)All
other material termand covenants remain the same.
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tem2. Management 6és Discussion and Analysis of Financi al

The following discussiorand analysis should be read in conjunction with our condensed consolidated
financial statements and notes thereto.

Forward Looking Statements: This document contains forwafdoking statements within the meaning
of the federal securities law®\ll statenents in this document, other than statements of historical fact, are ferward
looking statements which may be identified by the use of the words "expétislieves," "anticipates,""plans,"
"would," "should,"'may," "estimates"” and similar expresssonThese forwartboking statements involve known
and unknown risks and uncertainties, which may cause Public Storage's actual results and performance to be
materially different from those expressed or implied in the ford@o#ling statements. As a rdswou should not
rely on any forwardooking statements in this report, or which management may make orally or in writing from
time to time, as predictions of future events nor guarantees of future performance. Risk that could impact our
performance andesults include, but are not limited to, those described in Item 1A, "Risk Factors" in our most
recent Annual Report on Form-K)and in this Form 1@, in our otheffilings with the Secrities and Exchange
Commission, and the following:

e general risksassociated with the ownership and operation of real estate including changes in
demand, potential liability for environmental contamination, adverse changes itavax
including property taxates and assessmentsal estate and zoning laws and regalai and the
impact of natural disasters;

e risks associated with downturns in the national and local economies in the markets in which we
operateincluding risks related to current economic conditjons

e the impact of competition from new and existindf storage and commercial facilities and other
storage alternatives;

o (ifficulties in our ability to successfully evaluate, finance, integrate into our existing operations
and manage acquired and developed properties;

e risks associated with internationaperations including, but not limited to, unfavorable foreign
currency rate fluctuationshat could adversely affect our earnings and cash flows;

e risks related to our participation in joint ventures;

e the impact of the regulatory environment as welhasonal, state, and local laws aretjulations
including, without limitationthose governing environmental, tax aedantinsurance matters and
real estate investant trusts (AREI Tso), axisting or posektishew el at ed
lawsand regulations;

e risks associated with a possible failure by us to qualify as a REIT under the Internal Revenue Code
of 1986, as amended;

e disruptions or shutdowns of our automated processes and systenesaches of our data secuyity
o difficulties inraising capital at a reasonable cost;
o fill -up of our newly developed propertiesid

e economic uncertainty due to the impact of war or terrorism.
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Our forwardlooking statements speak only as of the date of this report or as of the dates inditla¢ed in
statements. We assume no obligation to update, revise or supplement publicly any-liookiagl statements,
whether as a result of new information, future events or otherexsept as required by law

Critical Accounting Policies

Ma n a g e me qudsionsandDAinaysis of Financial Condition and Results of Operations discusses our
consolidated financi al statement s, whi ch have been pre
accepted accounting pri nci purfnancig staeménts and relatedTdisatosuesie par at
conformity with GAAP and our discussion and analysis of our financial condition and results of operations requires
management to make judgments, assumptions and estimates that affect the amountsimeportedndensed
consolidated financial statements and accompanying nolés notes toour September30, 2009 condensed
consolidated financial statemengsimarily Note 2 summarize the significant accounting policies and methods used
in the preparatio of ourcondensedonsolidated financial statements and related disclosures.

Management believes the following are critical accounting politiesapplication of which has a material
i mpact on the Companyo6és f i na nhimpartant foithe podrayal aftourdimancial T h a't
condition and results, and they require management to make judgments and estimates about matters that are
inherently uncertain.

Qualification as a REITT Income Tax Expense:We believe that we have been orgad and operated,
and we intend to continue to operate, as a qualifying REIT unddntdmmal Revenu€ode and applicable state
laws. We also believe that Shurgapdior to merging with ugjualified as a REIT. A REIT generally does not pay
corporatelevel federal income taxes on its REIT taxable income that is distributed to its shareholders, and
accordingly, we do not pay federal income tax on the share of our REIT taxable income that is distributed to our
shareholders.

We therefore do not estimate accrue any federal income tax expense for income earned and distributed
related to REIT operations. This estimate could be incorrect, because due to the complex nature of the REIT
qualification requirements, the ongoing importance of factual determmsatéind the possibility of future changes in
our circumstances, we cannot be assured that we actually have satisfied or will satisfy the requirements for taxation
as a REIT for any particular taxable year. For any taxable year that we fail or havedajleadify as a REIT and
for which applicable relief provisions did not apply, we would be taxed at the regular corporate rates on all of our
taxable income, whether or not we made or make any distributions to our shareholders. Any resulting requirement
to pay corporate income tax, including any applicable penalties or interest, could have a material adverse impact on
our financial condition or results of operations. Unless entitled to relief under specific statutory provisions, we also
would be disqualied from taxation as a REIT for the four taxable years following the year for which qualification
was lost. There can be no assurance that we would be entitled to any statutory relief. In addition, if Shurgard failed
to qualify as a REIT, we generally wiol have succeeded to or incurred significant tax liabilities.

Impairment of LongLived Assets:Substantially all of our assets consist of real estate and other intangible
assetswvhich are longived assets The evaluation of our lonlived assets for iairment includes determining
whether indicators of impairment exist, which is a subjective process. When any indicators of impairment are
found, the evaluation of such lofiged assets then entails projections of future operating cash flows, which also
involves significant judgment. Future events, or facts and circumstances that currently exist, that we have not yet
identified, could cause us to conclude in the future that our-lleed assets are impaired. Any resulting
impairment loss could have aatarial adverse impact on our financial condition and results of operations.

Estimated Useful Lives of Londlived Assets:Substantially all of our assets consist of depreciable or
amortizable longived assets. We record depreciation and amortizationnsgpeith respect to these assets based
upon their estimated useful lives. Any change in the estimated useful lives of those assets, caused by functional or
economic obsolescence or other factors, could have a material adverse impact on our finanital oconesults of
operations.
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Accruals for ContingenciesWe are exposed to business and legal liability risks with respect to events that
have occurred, but in accordance with GAAP, we have not accruedérfainsuch potential liabilities because the
loss is either not probable or not estimable or because we are not aware of the event. Future events and the results of
pending litigation could result in such potential losses becoming probable and estimable, which could have a
material adverse impact aur financial condition or results of operationSignificant unaccrued losses that we
have determined are at least reasonably posaiblelescribed in Note 12 to o&Geptembe30, 2009 condensed
consolidated financial statements.

Accruals for Operating Expenses: We accrue for property tax expense and certain other operating
expenses based upon estimates and historical trends and current and anticipated local and state government rules and
regulations. If these estimates and assumptions are incomeetyenses could be misstated.

Valuation of assets and liabilities acquired inusiness combinations/NVe have estimated the fair value of
real estate, intangible assets, debt, and the other assets and other liabilities acusgeds combinations, most
notablythe Shurgard MergerWe have acquired these assets, in certain cases, witbasbrassets, most notably
the 38.9 million shares that we issued to the Shurgard shareholders. These estimates are based upon many
assumptns, including interest rates, market values of land and buildings in the U.S. and Europe, estimated future
cash flows from theenant base in place at the time of the mergad the recoverability of certain assets. We
believe that the assumptions useere reasonable, however, these assumptions were subject to a significant degree
of judgment, and others could come to materially different conclusions as to the estimated values, if different
assumptions were used. If the values were determined usfegedtfassumptions than those used, our depreciation
and amortization expense, interest expense, gain on disposition of an interest in Shurgard Europe, real estate, debt,
and intangible assets could have been materially different.

Overviewo f Ma n a gRiscusgioh @nd Analysis of Operations

Our principal business activities include the acquisition, development, ownership and operation of self
storage facilities which offer storage spaces for lease, generally on a-toontimth basis, for personal and
budness use. We are the largest owner and operator eftsedije facilities in the U.S., and we have an interest in
what we believe is the largest owner and operator ofssalfge facilities in Europe.

We currently operate within three reportable segts: (i) DomesticSelf-Storage (ii) EuropeSelf-Storage
and (iii) Commercial The Domestic ®lf-Storage segment comprises the direct and indirect ownership,
development, and operation of storage facilities in the U.S. EOrope SelStoragesegment cmprises ouequity
interest in the sel§toragethrough our 49% ownership in Shurgard Eurgpel its associated activities in seven
countries in Western Europe@ur Commercialsegmenincludesour commercial property operations, directly and
throughour 41.4%ownershipi nt er e st in PS Business Parks, cbmmon (fAPSB:¢
stock trades on the New Yor k St oSegtenibeB@ B0 RSB ownaddedr t h e
operated 19.@nillion rentable square feet of commil space) See filnvest meder i AEPBEBDY
Earnings of Real Estate Entitiesd below for informati
recorded during the three months ended September 30, ZDMOother activities includim (i) the reinsurance of
policies against losses to goods stored by tenants in ousteedfje facilities(ii) merchandise sales at our self
storage facilities andi{) management of se#ftorage facilities owned by thigarty owners and domestacilities
owned by the affiliated entities that are not consolidatedhot allocated to any segment.

During the three months ended March 31, 2009, we decided to terminate our containerized storage and
truck rental operations. Accordingly, thelatedresults of operations have been included in discontinued operations
on our condensed consolidated statements of income. Owtarlfe facilities in the U.S. comprise approximately
92% of our operating revenue for each of the threerdnd months ende&eptembeB0, 2009, and represent the
primary driver of growth in our net income and cash flows from operations. In addition, much of our ancillary
revenuesre derived at our sedftorage facility locations, either from our existing sstfrage customease or from
the customer traffic within our sedtorage facilities. Accordingly, a large portion of management time and focus is
placed upon maximizing revenues and effectively managing expenses in esiossde facilities.
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The selfstorage indusy is not immune to the recessionary pressures in the general economic environment.
Demand for selbtorage space in both the U.S. and Europe has softened and, as a result, we are experiencing
downward pressure on occupancy levels, rental rates, ames/an each of our operating segments.

An important determinant of our loftgrm growth is the expansion of our asset base and deployment of
capital. Acquisitions of seltorage facilities have been minimal over the past year as we continue to maltetor s
expectations and wait for better opportunities that may come about as certain local developers, who raised capital
through the issuance of debt, endeavor to refinance such debt in therngabut face the current tight credit
markets as well as @ssure on operating cash flow due to the current difficult operating enviroame:mhay be
more likely to consider liquidating their facilitiesThere can be no assurance that such opportunities may arise
either in the short or lonterm.

While historicdly we have developed real estate facilities, our current development of real estate facilities
has been minimized due to the existegpnomic environmerand our belief that our capital can be more effectively
put to use in other ways.

We currentlyhawe $70.9 million in cash and cash equivalents on handseptember30, 2009, and
continue toevaluateopportunities to effectively deploy this capijtgrimarily either through the acquisition of
facilities or through the opportunistic acquisition of oumodebt and equity securities. We acquired $110.2 million
of our outstanding senior unsecured notes during February 2009 and we acquired, for $24.6 million, certain of our
preferred securities in March 2009 at a substantial discount to liquidation valge. during March 2009, we
acquired for $153.0 million, certain of our preferred partnership units at a substantial discount to their carrying
amount.

Results of Operations

Operating Results for the Three Months EndedSeptember30, 2009:

Net income fotthe three months ended September 30, 2009 was $244.0 million compared to $147.9 million
for the same period in 2008, representing an increase of $96.1 million. This increase is primarily due to a foreign
currency exchange gain totaling $21.4 million ve tthree months ended September 30, 2009 as compared to a
foreign currency exchange loss totaling $53.2 million in the same period in 2008 and a gain on disposition of
$30.3million related to an equity offerinpy PS Busi ness Par larsially by an%16.2 ntillfoiP SB o )
reduction in net operating income with respect to our Same Store Facilities

Revenues for the Same Store Facilities decreased 4.6% or $16.9 million in the quarter ended September 30,
2009 as compared to the same period in 2008, due to a 4.2% reduction in realized rent per occupied square foot,
combined with a 1.0% reduction in agge occupancies. Cost of operations for the Same Store Facilities declined
0.6% or $0.7 million in the quarter ended September 30, 2009 as compared to the same period in 2008. Net
operating income for our Same Store Facilities decreased 6.3% or $1l&A mikthe quarter ended September 30,
2009 as compared to the same period in 2008.

For the three months ended September 30, 2009, net income allocable to our common shareholders (after
allocating net income t@ur noncontrolling interests, preferreothd equity stock shareholders, and holders of
restricted Bareunits) was $173.5 million or $1.Q8r common share on a diluted basis compared to $71.5 million
or $0.42 per common share for the same period in 2008, representingeasénof $102.0 millio or $0.61 per
common share on a diluted basis. These increases are primarily due to the net impact of the factors described above.

Operating Results for theNine Months Ended September30, 2009:

Net income for the nine months ended September 30, 2008602s8 million compared to $811.8 million
for the same period in 2008, representing a decreas208fBmillion. This decrease is primarily due to (i) a gain
of $341.8 million in the nine months ended September 30, 2008 related to our dispositiontefest in Shurgard
Europe, (ii) a $28.6 million reduction in net operating income with respect to our Same Store Faxilitiés) an
impairment charge included in discontinued operations with respect to intangible assets totaling $8.2 million in the
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nine months ended September 30, 2009, partially offset by (iv) a gain on disposition of $30.3 million related to an
equity offering by PSB, (v) a foreign exchange gain of $19.9 million during the nine months ended September 30,
2009 as compared to a loe $12.2 million during the same period in 2008, (vi) a $31.6 million reduction in
depreciation and amortization related to our domestic assets, primarily representing reduced intangible amortization,
and (vii) a reduction in general and administrativeesmges due to $27.9 million in incentive compensation incurred

in the nine months ended September 30, 2008 related to our disposition of an interest in Shurgard Europe.

Revenues for the Same Store Facilities decreased 3.0% or $32.3 million in the nifes eodéd
September 30, 2009 as compared to the same period in 2008, due to a 2.5% reduction in realized rent per occupied
square foot, combined with a 1.0% reduction in average occupancies. Cost of operations for the Same Store
Facilities declined 1.0% o$3.6 million in the nine months ended September 30, 2009 as compared to the same
period in 2008. Net operating income for our Same Store Facilities decreased 4.0% or $28.6 million for the nine
months ended September 30, 2009 as compardd same pergbin 2008.

For the nine months ended September 30, 2009, net income allocable to our common shareholders (after
allocating net income to our noncontrolling interests, preferred and equity stock shareholders, and holders of
restricted bareunits) was $48.5 million or $2.78 per common share on a diluted basis compared to $584.3 million
or $3.46 per common share for the same period in 2008, representing a decrease of $115.8 million or $0.68 per
common share on a diluted basis. These decreases are priduwarito the net impact ohe factors described
above offset by a $78.2 million reduction in earnings allocated to our preferred partnership unitholders and
preferred shareholdeis the nine months ended September 30, 288@ciated with the repurchadfesecurities.

Real Estate Operations

Self-Storage OperationsOur selfstorage operations are by far the largest component of our operating
activities, representingpproximately92% and 91%of our total revenues generated for ttheee months ended
September 30, 2009 and 2008, respectively, and 92% for each nihith@onthsendedSeptembeB0, 2009 and
2008 Net operating income (after depreciation and amortization expense) with respect to -Gtorag
operationsdecreasedy $7.7 million during the three months end&kptembeB0, 2009, when compared to the
same period in 2008s the decline in revenues of 3. 0Utpaced th&¢.2% decline in depreciation and amortization
due to decreased amortization of tenant intangible asSetoperating income (after depreciation and amortization
expense) with respect to our setbrage operations increased $§.3million during the nine months ended
SeptembeB0, 2009, viien compared to the same perind008 due to decreased amortizatidriemant intangible
assets, offset partially by the deconsolidation of Shurgardpe effective April 1, 2008

To enhance yeasveryear comparisons, the following table summarizes, and the ensuing discussion
describesthe operating results of three gpswof facilities that management analyz€§: the Same Store group,
representindghe facilities in the Domestic Sefitorage Segmeniat we have owned and have begerating on a
stabilizedbasis sinceJanuary 12007, (ii) all other facilitiesin the Domestic Self-Storage Segment which are
primarily thoseconsolidatedfacilities thatwe have not owned angperated at a stabilized basis since January 1,
2007 such as newly acquired, newly developed, or recently expanded facditiégii) the facilities operated by
Shurgard Europe which were deconsolidated effective March 31, 2008
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Self-Storage Operations
Summary

Rental income:
Same Store Facilities..............
Other Facilities
Shurgard EuropEacilities (a)....
Total rental income...............

Cost of operations:

Same Store Facilities..............
Other Facilities
Shurgard Europe Facilities (a).
Total cost of operations......

Net operating income (b):
Same Store Facilities..............
OtherFacilities..............ccccuvvnen,
Shurgard Europe Facilities (a).
Total net operating income

Total depreciation and
amortization expense............
Total net income........ccccccvveene

Three Months Ende8eptembeB0,

Nine Months EndedeptembeB0,

Data for Same Store and Other Facilities:

Weighted average square foot
occupancy during the perigd):
Same Store Facilities...............
Other Facilities............ccceeneee.
Realized rents per occupied squa
foot during the periodd)(e)
Same Store Facilities...............
Other Facilities.......cccccceeeeerennns
Number of facilities at period end
Same Store Facilities...............
Other Facilities.........cccceeeeieennn.
Net rentable square footage at
period end (in thousands):
Same Store Facilities...............
Other Facilities.......cccccceeeeerennns
Square foot occupancy at period
end:
Same Store Facilities...............
Other Facilities.........cccceeeeeeennn.
In place rents pesccupiedsquare
foot at period end:
Same Store Facilities...............
Other Facilities.......cccccceeeeerennns

(@ Represents the results
statements. We acquired these facilities on August 22, 2006 in connection with the Shurgard Merger.
described in Note 3 to o8eptembeB0, 2009 condensed consolidated financial statements, effective Blgrch

2008, we
Shurgard

(b) See fANet

Percentage Percentage
2009 2008 Change 2009 2008 Change
(Dollar amounts in thousands)
352,121 $ 368,976 (4.6% $ 1,046,145 $ 1,078,428 (3.0%
26,086 23,762 9.8% 74,931 64,631 15.%%
- - - - 54,722 (100.0)%
378,207 392,738 (3.7% 1,121,076 1,197,781 (6.9%
113,286 113,972 (0.6% 354,719 358,354 (1.0%
7,975 7,607 4.8% 24,494 23,350 4.9%
- - - - 24,654 (100.0)%
121,261 121,579 (0.3% 379,213 406,358 (6.7%
238,835 255,004 (6.9% 691,426 720,074 (4.0%
18,111 16,155 12.1% 50,437 41,281 22.2%
- - - - 30,068 (100.0)%
256,946 271,159 (5.2)% 741,863 791,423 (6.3)%
(85,256 (90,433 (5.7% (252,366 (305,907 (175)%
171,690 $ 180,727 (5.0% $ 489,497 $ 485,516 0.8%
89.8% 90.%% (1.0% 89.2 90.1% (1.0%
86.8% 83.1% 4.5% 83.0 78.8% 6.5%
1273 % 13.29 (4.2% $ 1269 $ 13.02 (2.5)%
1361 $ 14.00 (2.8)% $ 1349 $ 1385 (2.6%
1,899 1,899 -
92 90 2.2%
117,462 117,462 -
8,499 8,097 5.0%
88.7%6 89.4% (0.9%
862% 82.%% 4.6%
$ 1365 $ 1437 (5.0%
$ 1480 $ 1543 (4.1)%
with respect to Shurgard

deconsolidat

Europeo

Operati

for

ng in

ed Shurgard
further

cC O0me

0]
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NOI o

Europe
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(c) Square foot occupancies represent weighted average occupancy levels over the entire period.

(d) Realized annual rent per occupied square foot is computed by annualizing the result of dividing rental income

(which excludes late charges and administrative fees) by the weighted average occupied square feet for period.
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Realized annual rent per occupigliare foot takes into consideration promotional discounts and other items that

reduce rental income from the contractual amounts due.

(e) Late charges and administrative fees are excluded from the computation of realized annual rent per occupied
square foot.Exclusion of these amounts provides a better measure of our ongoing level of revenue by excluding
the volatility of late charges, which are dependent principally upon the level of tenant delinquency, and

administrative fees, which are dependent printjpgbon the absolute level of mouas for a period.

Net Operating Income

We refer hereint o net

operating

i nstomge efacilitids, NvDiché 1 noeGEFAAPO u r

(generally accepted accounting principles) financial measure that excludes phet iof depreation and

amortization expenseAlthough depreciation and amortization are a component of GAAP net income, we believe
that NOI is a meaningful measure of operating performance, because we utilize NOI in making decisions with

respect to capal allocationspropertyperformance, and comparing peritsdperiod and marketo-market property

operating results.

results.

In additiorwe believethe investment community utilizes NOI in determiningerating
performance andeal estate values, and does ocohsider depreciation expense as it is based upon historical cost.
NOI is not a substitute for net operating income after depreciation and amortization in evaluating our operating

The followingreconciles NOIlgenerated byour selfstorage and Sfgard Europe segments to our
consolidated net incoma our SeptembeB0, 2009condensedonsolidated financial statements

Three Months Ended

Nine Months Ended

SeptembeB0, SeptembeB0,
2009 2008 2009 2008
(Amounts in thousands)

Net operatingncome:

Samestore facilities............cccceeevrvneeene $ 238,835 $ 255,004 $ 691,426 $ 720,074

Other facilities...........cooveeriiiie e, 18,111 16,155 50,437 41,281

Shurgard Europe facilities................... - - - 30,068

Total net operating income.............. 256,946 271,159 741,863 791,423
Ancillary operating revenue..................... 27,800 26,946 81,741 83,693
Interest and other income....................... 6,857 11485 22,006 25,343
Ancillary cost of operations..................... (7,493 (3,756 (27,529 (27,129
Depreciation and amortizatian................ (85,909 (91,089 (254,670 (308,153
General and administrative expense....... (8,659 (8,879 (26,539 (56,969
INterest eXPense.......cccveeveeeeeiiiiieenn s (7,289 (9,099 (22,705 (35,187%
Equity in earnings of real estate entities.. 8,824 6,318 39,033 13,679
Gairs on disposition of real estate
investmentsnet...........ccccceeeeeeeevvviennes 30,573 499 33,295 342272

Gain on earlydebt retirement................... - - 4,114 -
Foreign currency exchange gain (loss)... 21,429 (53,12) 19,901 (12,203)
Discontinued operations............ccccccouve.. 866 (2,475) (7,759 (4,939
Net income of the Company.................... $ 243951 $ 147,942 $ 602767 $ 811,838

Same Store Facilities

The ASame Stord-acilitie® represents those 1,899 facilities that we have owned, and have been operated

s el

on a stabilized basis, since January 1, 2007 and therefore provide meaningful comparisons for 2007, 2008, and 2009.
The Same StorEacilitiesincreased from 1,789 at December 31, 2008 to 1,8%@jstembeB0, 2009, as we added
facilities that are now stabilized and owned since January 1, 2007, and removed facilities from the previous Same

Store Pool that, due primarily to construction actigitieare no longer expected to be stabilized through
DecembeB1, 2009. The following table summarizes the historical operating results of these 1,899 facilities

(117.5million net rentable square feet) that represent approximately 93% of the aggregateaiee square feet of

our U.S. consolidated sedtorage portfolio aBeptembeB0, 2009
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SAME STORE FACILITIES Three Months Ende8eptembeB0, Nine Months EndedeptembeB0,

Percentage Percentage
2009 2008 Change 2009 2008 Change
Revenues: (Dollar amounts in thousands, except weighted average amounts)
Rental iINCOME........coiiiiiiiiieiieee e $ 334,953  $ 353,200 (5.2% $ 997,346  $ 1,033,451 (3.5%
Late charges and admin fees collected................. 17,168 15,776 8.8% 48,799 44,97 8.5%
Total revVeNUES (@) ...ccovvveiveeiiiieniieeeeeriee e 352,121 368,976 (4.6)% 1,046,145 1,078,42 (3.0%
Cost of operations:
Property taxes........cccceeeiiiiiiiieeeee e 37,137 36,161 2. 7% 111,558 107,66¢ 3.6%
Direct property payroll...........cccoovvvieiiiiiiccee e 23321 22,862 2.0% 71,020 70,56¢ 0.6%
Media advertising. 3,430 2,148 59.7%6 18,812 18,931 (0.6%
Otheradvertising and promotian 4,942 4,645 6.4% 15,523 14098 10.1%
ULIIEIES 1t 9,235 10,238 (9.9% 26,732 28,03t (4.6%
Repairs and maintenance...........ccoccvveivivieenneeenne 8,992 9,765 (7.9% 28,867 31,84: (9.3%
Telephone reservation Center..........ccccoovevveveieenn. 2,890 3,183 (9.2% 8,501 9,62¢ (11.7%
Property iNSUFaNCEe.........c.oeveeviiireirereeee e 2,240 2,642 (15.2% 7,504 8,76€ (144)%
Other cost of management...........ccccceeeviivieeennnnns 21,099 22328 (55)% 66,202 68824 (3.8)%
Total cost of operations (&) .........cccceevervveeerrceerienennnn 113,286 113,972 (0.6% 354,719 358,35¢ (1.0)%
Net operating inCome ().........ceeerrvrrieiiiirenee e 238,835 255,004 (6.9% 691,426 720,07« (4.0%
Depreciation and amortization expense.(C)................. (75609 (82,099 (7.9% (226,095 (256632) (11.9%
NELINCOME ..ottt $ 163,226 $ 172,908 (5.6 $ 465331 $ 463,44: 0.4%
Gross margin (before depreciation and amortization
EXPENSE) ettt seeer e 67.8% 69.1% (1.9% 66.1% 66.8% (1.0%
Weighted average for the period:
Square foot occupancy (d)......ccceevrveeeeiiiiieeeeeeene 89.8% 90.3% (1.0% 89.2%% 90.1% (1.0)%
Realized annual rent per occupied square foot (e)(I $ 1273 $ 13.29 (4.2% $ 12.69 $ 13.02 (2.5)%
REVPAF (()(Q): e evveeririeiieeeiiiiesiieene e $ 1141 $ 12.03 (5.2% $ 1132 $ 1173 (3.5%
Weighted average &eptembeB0:
Square foot OCCUPANCY........ceveiririieiiirieeeeeeeiieeeenes 88.7% 89.%% (0.9%
In place annual rent per occupied square foot.(h)... $ 1365 $ 1437 (5.0%
Total net rentable square feet (in thousands)............... 117,462 117,462 -
Number of facCilitieS..........couvveeiiiiiiieee e 1,899 1,899 -

(@) Revenues and cost of operations do not include ancillary revenues and expenses generated at the facilities with respect
to tenantr ei nsur ance, retail sales and truck rental s. i Ot he
principally represents all the indirect costs incurred in the operations of the facilities. Indirect costs principdhy inclu
supervisory costs anaporate overhead cost incurred to support the operating activities of the facilities.

(b) SedNefi Oper atabovg | ncomeo

(c) Depreciation and amortization expense for the threenameimonths ende®eptembeB0, 2009 decreased primarily
due to aeduction in amortization expense related to intangible assets that we obtained in the Shurgard Merger.

(d) Square foot occupancies represent weighted average occupancy levels over the entire period.

(e) Realized annual rent per occupied square foot is computed by annualizing the result of dividing rental income (which
excludes late charges and administrative fees) by the weighted average occupied square feet for the period. Realized
annual rent per occigrl square foot takes into consideration promotional discounts and other items that reduce rental
income from the contractual amounts due.

(f) Late charges and administrative fees are excluded from the computation of realized annual rent per occupied square
foot and REVPAF. Exclusion of these amounts provides a better measure of our ongoing level of revenue, by
excluding the volatility of late charges, which are dependent principally upon the level of tenant delinquency, and
administrative fees, which are deplent principally upon the absolute level of mingfor a period.

(99 Realized annual rent per available foot or AREVPAFO i s
charges and administrative fees) by the total available net rentable fespidios the period.

(h) In place annual rent per occupied square foot represents annualized contractual rents per occupied square foot without
reductions for promotional discounts and excludes late charges and administrative fees.
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Revenues generated by oum&aStore facilities decreased approximateo and3.0% in the three and
nine months ende&eptembeB0, 2009, respectively, as compared to the same periods in 2008. These decreases
were caused by lower rental income generated by these facilitiesasliaof lower average realized annual rental
rates per occupied square fomambined with lower average occupancy levels. For the three months ended
SeptembeB0, 2009, average realized annual rental rates per occupied square fodt2elewer and avage
occupancy levels were®6 lower as compared to the same period in 2008, resultind i@ reduction in rental
income. For thenine months ende&eptembeBO, 2009, average realized annual rental rates per occupied square
foot were2.5% lower and @erage occupancy levels wered%. lower as compared to the same period in 2008,
resulting in a3.5% reduction in rental income.

Demand for selstorage space has been negatively impacted by recessionary pressures, including increased
unemployment, reducdubusing sales, and reduced moving activity, in each of the markets in which we operate. In
the top twenty markets in which we have the highest concentration of facilities, only two markets (New York and
Houston) had positive yeawveryear revenue growtlior the three months endeSleptember30, 2009. This
compares to the first three months of the year, where seven markets (New York, Houston, San Francisco,
Washington D.C., Chicago, Minneapolis and Dallas) had positiveoygayear revenues growth. Aoddingly, the
operating trends, with respect to yeseryear revenue growth, have progressively declined.

From a geographic standpoint, we are experientlieggreatest yeaoveryear revenue declines in our
Southeast markets, located in North and Sdtaholina, Georgia, and Florida, as well as Yest Coastwhich
includes SeattlePortland San Francisco and Los AngeleSee Analysis of Regional Trends table that follows.

The following summarizes Same Store quarterly revenue growth trends, onavgegear basis:

Same Store
YearoverYear
Three Months Ended: Revenue Growth
March 31, 2008 3.4%
June 30, 2008 3.5%
September 30, 2008 2.6%
December 31, 2008 1.7%
March 31, 2009 (0.8)%
June 30, 2009 (3.5)%
September 30, 2009 (4.6Y0

As indicated in the table above, during the first three quarters of 2008, we generated relatively strong year
overyear revenue growth. Beginning in September 2008, we began to experience a notable declireviryear
year moveins that continued througBctober 2008, which we believe reflected general economic conditions. To
offset the decline in new rentals, we significantly reduced rental rates, increased promotional discounts to new
incoming tenants, and increased marketing effoft®e believe thesactions have stabilized move volumes on a
yearoveryear basis; however, we have not yet been able to restore rental rates to the levels experienced in the prior
year. We believe overall demand for s&tifrage space in virtually all of our marketswhich we operate has
decreased due to current economic conditions, and coupled with an increase in the numbstooagelbperators
over the past 10 years, will continue to foster a very difficult operating environment, at least in the near term. In
addition, increased mowaut activity beginning in August 2008 exacerbated the downward pressure on occupancy
levels created by reduced demand. In March 2009, the increase irontoaetivity began to subside to the extent
that moveouts during the thremonths ende&eptembeB0, 2009 were less than the comparable period in 2008.

Based uporour evaluation oftertain comparative key operating metrics as of September 30, 2@09
believethat revenue for the three months ending December 31, 2009 will be lower than the same period in 2008.
Our operating strategy will be to continue to focus on maintaining occupancy levels by adjusting rental rates,
promotional discounts and marketing activitiek is unclear to us how much the above mentioned factors will
impact our revenues beyond the fourth quarter of 2009.
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Cost of operationslecreased by).6% and1.0% in the three andiine months ende&eptembeB0, 2009,
respectively,as compared tthe same periods in 2008. These decreases were driven by reductepairs and
maintenanceutilities, and property insurancexpensespartially offset byincreases irproperty taxes and other
advertising and promotion activities.

Direct property pyroll expenseincreasedby 2.0% and 0.6%in the three andnine months ended
SeptembeB0, 2009,respectively,as compared tdhe same periods in 2008This reflectsminimal growth in
average wage rates and lower hours incurred due to adjustments in staffisg For the remainder d2009, we
expect moderate growth trends in payroll.

Property tax expense increadsd?2. 7% and3.6% in the three andiine months ende&eptembeB0, 2009,
respectivelyas compared tthe same periods in 2008 hese increasearedue toa combination of increased tax
rates andincreases in assessments of property valu&®hile we expect property tax expense growth of
approximately4% in 2009 the actual growth could be higher or lower because there are several jurisdictamas wh
we have not yet received tax bills or assessment information for 2009, or appeals or assessments are pending.

Repairs and maintenanexpendituresiecreasedy 7.9% and9.3% in the three andine months ended
SeptembeBO, 2009 respectivelyas compred tothe same periods in 200&Repairs and maintenance expenditures
are dependent upon several factors, such as weather, the timing of periodic needs throughout our portfolio, inflation,
and random events and accordingly are difficult to project imtehya or annual periods. However, we expect that
repairs and maintenance expenditusdscontinue to moderatéor the remainder 02009.

Media advertising for the Same Stdeeilitiesincreasecby 59.7%6 anddeclined by 0.% in the three and
nine morths endedSeptembei30, 2009,respectively,as compared tthe same periods in 2008We increased
media advertising during the three months ended September 30, 2009 in order to stimuldteaotiviy. During
the nine months ended September 30, 20@Naverealized cost reductions from more competitive media rates and
narrowed our media focus to selected markets which we believe respond most effectively to mediaGifferts.
advertising and promotion is comprised principally of yellow pageiatinet advertising, whicmcreased.4%
and10.1% in the three andine months ende&eptembeB0, 2009respectivelyas compared tthe same periods in
2008.

We expect our media costs to bedestly higher in théourth quarter of 2009 as compared tesame
period in 2008; our fourth quarter media advertising is typically lower because it is our seasonally slower period.
Our future spending on yellow page, media, artdrnet advertising expenditures will be driven in part by demand
for our selfstorage spaces, our current occupancy levels, and the relative efficacy of each type of advertising.
Media advertising in particular can be volatile and increase or decrease significantly in tHerahort

Utility expenses dereased9.8% and4.6% in the three andnine months endedseptember30, 2009,
respectively,as compared tthe same periods in 2008t is difficult to estimate future utility cost levels because
utility costsare dependent upon changes in demand driven by weather and tempasatutieas fuel pricesboth
of which are volatile and not predictable.

Property hsurance expense decreadéd® and14.4% in the three anaine months ende&eptembeBO,
2009, respectively,as compared tthe same periods in 2008This declineis primarily due to softemsurance
markets as lack of hurricane activity and additional competition from insurance providers has beneflféd us.
expect insurance expense to be down slightly in the remainder of 2009, as compared to the same pégiod in 20

Telephone reservation center cosiscreased.2% and 11.®6 in the three andhine months ended

September30, 2009,respectively,as compared téhe same periods in 2008, as we adjusted staffing levels to
expected inquiry volumesiNe expecfuturetelephone reservation center costs to remain flat.
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The following table summarizes selected quarterly financial data with respect to the Sanfiac8itibes:

For the Quarter Ended
March 31 June 30 September 30 December 31 Entire Year
(Amounts inthousands, except for per square foot amount)

Total revenues

200 $ 347,185 $ 346,839 $ 352,121

2008 $ 349,991 $ 359,461 $ 368,976 $ 357,202 $1,435,630
Total st of operations:

200 $ 125,007 $ 116,426 $ 113,286

2008 $ 123,856 $ 120,526 $ 113,972 $ 104,442 $ 462,796
Property tax expense:

200 $ 37,762 $ 36,659 $ 37,137

2008 $ 36,349 $ 35,156 $ 36,161 $ 28,159 $ 135,825
Media advertising expense:

200 $ 8,158 $ 7,224 $ 3,430

2008 $ 6,947 $ 9,836 $ 2,148 $ 922 $ 19,853
Other advertising and promotion expense:

2009 $ 4,614 $ 5,967 $ 4,942

2008 $ 4,426 $ 5,027 $ 4,645 $ 4,137 $ 18,235
REVPAF (a):

2009 $ 11.29 $ 11.27 $ 1141

2008 $ 11483 $ 11.74 $ 12.8 $ 1165 $ 1171
Weighted average realized annual rent per occupied square foot (a)

2009 $ 12.84 $ 1252 $ 1273

2008 $ 12.87 $ 12.90 $ 1329 $ 13.27 $ 13.08
Weighted averageccupancy levels for the period (a):

2009 87.9% 90.0% 89.6%

2008 88.8% 91.0% 90.5% 87.8% 89.5%

(@ See ASame Store Facilitieso table above for furt

derived from nofGAAP measures.
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Analysis of Regional Trends

The following table sets forth regional trends in our Same Store Facilities:

Three Months Ende8eptembeB0, Nine Months EndedeptembeB0,

2009 2008 Change 2009 2008 Change

(Amounts in thousands, except for weighted average data)
Same Store Facilities Operating
Trends by Region

Revenues:
Southern California (176 facilities) $ 51159 $ 54,268 (5.7% $ 153,916 $ 159,520 (3.9%
Northern California (167 facilities). 37592 39,748 (5.9% 112,328 115,359 (2.6%
Texas (231 facilities)..........cceene.. 35,537 36,351 (2.2)% 105,008 105,835 (0.8%
Florida (182 facilities).................... 33852 36,080 (6.2% 101,109 106,610 (5.2%
lllinois (119 facilitieS)...........cccceues 22,347 23,311 (4.9)% 66,179 67,615 2.1)%
Washington (88 facilities)............... 18,021 19,302 (6.6)% 53,631 56,530 (5.0)%
Georgia (86 facilities)..................... 12268 13,167 (6.8)% 36,488 38,742 (58)%
All other states (850 facilities)....... 141,345 146,749 (3.7)% 417,486 428,217 (2.5%
Total revenuUeS.........cocveevveeiiiiecveeenen 352,121 368,976 (4.9% 1,046,145 1,078,428 (3.0%
Cost of operations:
Southern California...........ccccceeeenne 11548 11328 1.% 35,220 34,845 1.1%
Northern California.............c.cceee.... 9,711 9,825 (1.2% 30,494 30,701 (0.7)%
TEXAS..ieiveeiriieniee et 14189 14235 (0.3)% 42,409 42,656 (0.6)%
Florida......cocvveveiiiiiecceeec, 12253 12,227 0.2% 37,146 38,126 (2.6%
MINOIS .. 8,983 8,677 3.5% 29,687 30,159 (1.6)%
Washington.........ccoceevieeiiieeneennnen, 4417 4,241 4.1% 13,699 13,641 0.4%
(C1CTo] (o[- NPT 4,135 3,945 4.8% 12,661 12,488 1.4%
All other states..........cccccevvvienieenen. 48,050 49,494 (2.9% 153,403 155,738 (1.5%
Total cost of operations..............c....... 113,286 113,972 (0.6% 354,719 358,354 (1.0)%
Net operating income (a):
Southern California...........cccec........ 39611 42,940 (7.9% 118,696 124,675 (4.89%
Northern California...............ceeee... 27881 29,923 (6.89% 81,834 84,658 (3.39%
TEXAS.eieiiveerriieniee et 21,348 22,116 (3.59% 62,599 63,179 (0.9%%
Florida......covveieriiiieiicceecer, 21599 23,853 (9.9% 63,963 68,484 (6.6%
MINOIS .. 13,364 14,634 (8.7% 36,492 37,456 (2.60
Washington.........ccocceevieeinieineennnen, 13604 15,061 (9.7% 39,932 42,889 (6.9%
(C1CTo] (o[- NS 8,133 9,222 (11.89% 23,827 26,254 (9.2%
All other states..........cccccevvvienieenen. 93,295 97,255 (4.0% 264,083 272,479 (3.0%
Total net operating income................. $ 238,835 $ 255,004 (6.3% $ 691,426 $ 720,074 (4.00%
Weighted average occupancy (a):
Southern California............ccccc..... 90.0% 90.8% (0.9% 90.3% 906% (0.3)%
Northern California...............oecueee 894% 90.M% (1.7% 89.0% 903% (1.4%
TOXAS..ieiveeiiieeniieenitee e 89.8% 910% (15% 89.5% 91.0% (1.6%
Florida......covveieriiiieiicceecer, 892% 90.8% (1.8%0 89.0% 89.0% 0.0%
MINOIS .. 89.5% 906% (1.2)% 88.3% 89.5% (1.3)%
Washington.........ccocceevieeinieineennnen, 90.%% 90.3% 0.2% 89.3% 905% (1.3%
GEOMGIA vt 888% 89.6% (0.9% 876% 89.6% (2.2)%
All other states..........cccocevvvvenieenen. 89.8% 90.2% (0.7)% 89.1% 90.0% (1.0)%
Total weighted average occupancy.... 89.6% 90.5% (1.0)% 89.2% 90.1% (1.0)%
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Same Store Facilities Operating
Trends by Region (Continued)

Realized annual rent per occupied
square foofa):
Southern California...........ccccccveeenne
Northern California..............cccceeeneee.

HINOIS w.eeeiieiei e
Washington............ccccveeeeeeeenicceennn.
[C1=To] o I- TSR
All other states..........ccccceeeveiiiiienn.

Total realized rent per square foot.....

REVPAF (a):
Southern California..........ccccvvvvvnenee,
NorthernCalifornia.............cccccevvveeee.

HNOIS ...
Washington..........ccccevvvieiiiineeneen.
(C1=To] (o |- SR
All other states...........cccccevvvverieenes

Total REVPAF........coooiiiiiiieeeeee

(@ See @ Same

represent or are derived from R@RAAP measures.

We believe that our geographic diversification and scale provide some insulation from localized economic
effects and add to the stability of our cash flows. It is difficult to predict localized trends irtesmorselfstorage

Three Month€ndedSeptembeBO0,

Nine MonthsEndedSeptembeB0,

200 2008 Change 2009 2008 Change
(Amounts in thousands, except for weighted average data)
$ 1882 $ 1980 49% $ 1883 $ 1946 (3.2%
16380 17.46 (3.9% 1682 17.02 (1.2%
10.02 10.20 (1.9% 991 991 0.0%
12.12 12.% (5.7% 12.14 12.8 (6.1)%
12389 13.38 (3.7% 12.% 13.12 (1.3%
1355 1462 (7.3% 1365 1426 (4.3%
9.57 1033 (7.9% 9.66 1014 (4.7%
1172 12.18 (3.9% 1164 11389 (2.0%
$ 1273 $ 13.29 42% $ 1269 $ 13.02 (2.5)%
$ 1694 $ 1797 B57% $ 1700 $ 17863 (3.6%
15.02 1587 (5.9% 14.97 1537 (2.6%
8.98 9.29 (3.39% 8.87 9.01 (1.9%
1082 1167 (7.3% 1080 1151 (6.2%
1154 12.12 (4.9% 1143 1174 (2.6)%
1226 13.19 (7.0% 12.18 1290 (5.9%
8.50 9.26 (8.2% 8.46 9.08 (6.8)%
1051 1099 (4.9% 10.3%7 1070 (3.0%
$ 1141 $ 12.03 52% $ 1132 $ 1173 (3.5%
Store Facilitieso table above f

or

fur:

demand and operating results. We believe that each market has been negatively impacted to some degree by general

economic trends anday continue to experience negative operating trends until such time that general economic

trends improve.
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Other Facilities

In addition to the Same Store facilities, S¢ptember30, 200, we hadan additional 92 selstorage
facilities. Thesefacilities include recently acquired facilities, recently developed facilities and facilities that were
recently expanded by adding additional storage units. In general, these facilities are not stabilized with respect to
occupancies or rental rates. As a restithe fill-up process and timing of when the facilities were put into place,
yearoveryear changes can be significant.

Rental income, cost of operations, depreciation, net operating income, weighted average square foot
occupancies and realized rents pguare fooin the table aboveepresent the operating resuitdlowing the date
each particular facility began to be included in our consolidated operating results, and in the case of acquired
facilities, do not include any operating results prior toaequisition of these facilities

In thenine months ende&eptembeB0, 2009 we completed three expansion projects to existing real estate
facilities (75,000 net rentable square feet) for an aggregate cost of $13.6 million, and did not acquire any new
properties.

We believe our presence in and knowledge of substantially all of the major markets in teahdusces
our ability to identify attractive acquisition opportunities and capitalize on the overall fragmentation in the storage
industry. Our acquisitions consist of facilities that have been operating for a number of years as well as newly
constructedacilities that were in the process of filling up to stabilized occupancy levels. In either case, we have
been able to leverage off of our operating strategies and improve the occupancy levels of the facilitbs or
respect to the newly developed fiigs, we have been able to accelerate theufillpace.

We expect that the Other Facilities will continue to provide earnings growth during the remainder of 2009
as these facilities continue to reach stabilization. However, the Other Facilities & sulthe same occupancy
and rate pressures that our Same Store facilities are facing as a result of the recession, and accordingly the pace at
which these facilities reach stabilization, and the ultimate level of cash flows to be reached upon stapitizgti
be negatively impacted by the current economic trends.

Our development pipelinef both new facilities and expansion of existing facilitiss nominal at
SeptembeBO, 2009. Our level of newly developed facilitidgas declineadverthe last fewyears due to increases in
construction cost, increases in competition with retail, condominium, and apartment operators for quality
construction sites in urban locations, and more difficult zoning and permitting requirenMogs recently in late
2008, ve eliminated substantially all of our remaining development pipéligeto reduced sefftorage demand and
our belief that our capital could be put to use in a more advantageous mhrisemclear wheme might change
our strategy with respect to déepment activities.
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Equity in earnings of real estate entitiesn addition to our ownership of equity interests in PSB and
Shurgard Europe, we had general and limited partnership interests in five limited partnerSepseatber30,
2009. Due to our limited ownership interest and limited control of these entities, we etimsolidate the accounts
of these entities for financial reporting purposes, and account for such investments using the equity method.

Equity in earnings ofeal estate entities for the three amide months ende&eptembeB0, 2009 and 2008,
consists of our proata share of the net income of the Unconsolidated Entities based upon our ownership interest for
the period. The following table sets forth thengfigant components of equity in earnings of real estate entities.
Amounts with respect to PSB, Shurgard Europe, and Other Investments are include€amoercial segment
EuropeSelf-Storage segmenandother items not allocated to segmeméespectiely, as described in Note 11 to our
SeptembeB0, 200 condensedonsolidated financial statements

Historical summary: Three Months Ende8eptembeB0, Nine Months EndedeptembeB0,
2009 2008 Change 2009 2008 Change
(Amounts in thousands)

Netoperating income (1):

PSB.. it $ 19,714 $ 22291 $ (2,579 $ 62,250 $ 66,189 $ (3,939
Shurgard EUrope.........cccceeevivieeeiceeniieenne 12,344 13893 (1,549 32,783 27,283 5,500
Other INvestments..........ccoceevverinieeeeenne. 737 988 (251 2,069 3,238 (1,169
32,795 37,172 4377 97,102 96,710 392
Depreciation:
PSB.. it (8,448 (11226 2,778 (28,319 (34,229 5,911
Shurgard EUrope.........ccceeevvveieeiiiennieeenns (7,805 (9,757 1,952 (22,120 (20,613 (1,507
Other Investments.........cccceeeeiiiiereeceennnes (205 (215 10 (59) (1,349 758
(16458 (21,198 4,740 (51,029 (56,199 5,162
Other:(2):
PSB (3) ittt (6,582 (7,745 1,163 (3,581) (23,449 19,867
Shurgard EUrope.........cccceeevvivieeeiceeniieenne (908 (1,876 968 (3,429 (2,953 47y
Other INvestments.........ccccevvvveeeiriennneen. (23 (39 12 (39 (439 404
(7,513 (9,656 2,143 (7,040) (26,840 19,800
Total equityin earnings of real estate entities
PSB..iiiiiteee e 4,684 3,320 1,364 30,351 8,612 21,839
Shurgard EUrOpe........ccovvveiieeniiiieeieeee 3,631 2,260 1,371 7,239 3,717 3,622
Other Investments..........ccccceeviviiieieeennnee. 509 738 (229) 1,443 1,450 (7
$ 8824 $ 6318 $ 2506 $ 39,033 $ 13,679 $ 25,354
(1) These amounts represent our-prat a share of the net operating income of t
operating incomeo0 abovGAARneasureae di scussion of this non
2 A0Othero reflects our share of general a n dgaiasdomsale iofsréalr at i v e

estate assetand other noiproperty; nordepreciation related operating results of these entities

(3) Includes our pro rata sharebfe nef it totaling $16.3 million from PSB&s pref
theninemonths ende&eptembeB0, 2009.

Investment in PSB

We have a 41.4% common equity interest in PSB as of September 30, 2009 (46% as of December 31,
2009, comprised of our ownership of 5,801,606 shares of
units in the operating partnersiip5, 418, 273 shares of PSB6s common stock &
at December 31, 2008)he limitedpartnership units are convertible at our option, subject to certain conditions, on
a onefor-one basis into PSB common stocRuring the quarter ended September 30, 2009, PSB sold 3,450,000
shares ofts common stoclpursuant to gublic offering for neproceeds of $153Miillion during the three months
ended September 30, 2009. In accordance with EIT68 O8A Equi ty Met hod | nvestment
recognized a gain totaling $30,293,000 on the share issuance by PSB, as if we had sold a propbaieraiteur
investment in PSB.

51



Concurrent with the public offeringye purchased an additional 383,333 shares of PSB common stock
from PSBat the same price per share as the public offédng total cost of $17.8 million.

At SeptembeiB0 2009, PSBowned and operated 19llion rentable square feet of commercial space
located in eight states. PSB alsmnages commercial space owned by the Company and affiliated entities at
SeptembeB0, 2009 pursuant to property management agreements.

Our future gui ty income from PSB wild.l be dependent ent i
investment in PSB provides us with some diversification into another asset type. We have no plans of disposing of
our investment in PSB. iaPrSoBrtation dam He iaccepsed through the Sdcwrities smdl f i n

Exchange Commission, and on its website, www.psbusinessparks.com.

Investment in Shurgard Europe

As described in Note 3 to o@eptembeB0, 20 condensedonsolidated financial statements, dughie
disposition of a 51% interest in Shurgard Europe, ourat® share of the operating results of Shurgard Europe after
March 31, 2008 is included i n nASabpequentyo March 3¢, 2008, wenrgps o f
longer consolidatehe revenues and expenses of Shurgard Europe on our consolidated ssaténiectme.

Selected financial data for Shurgard Europedach ofthe threeand nine monthsendedSeptembeB0, 20M and
2008 isincluded in Note 5 to ouBeptembeB0, 200 condensedonsolidated financlastatements

We originally acquired our 100% interest in Shurgard Europe during our merger with Shurgard, which
occurred in August 2006.0u r primary objective for mer ging with Sh
dometic assets which accounted for approximately 484 facilities in the U.S. as compared to 149 facilities in Europe
at the time of the Shurgard Merger. Subsequent to the Shurgard Merger, management of Public Storage determined
that it was inour best interest to reduce our investment in Shurgard Europe. There were many reasons for that
decision, most relating to the fact that continued growth of Shurgard Europe would require a significant capital
commitment. Movement of capital from Public Storage (in th8.Uto various European countries would have
exposed Public Storage to currency fluctuation risks and to potential tax burdens when Public Storage wished to
repatriate its capital investmenfccordingly, in March 2008, we sold 51% of our ownership ggein Shurgard
Europe, which helped to limit our capital requirements to continue to grow Shurgard Europe and to limit our
exposure to other risks of owning operations in foreign countries. We do not intend to sell any of our remaining
interest in Shurga Europe. In the future, we expect Shurgard Europe to function as aatdaedentity and to
fund its capital requirements primarily with its retained operating cash flow, bank borrowingsahd extent
available, public or private equity.

This transactiorhas resultednh the operations of Shurgard Europe having a less significant impact on our
operating results, as we have a 49% interest and a loan receivable from Shurgard Europe upon which we receive
interest income, rather than the 100% equitgrest in Shurgard Europe we held prior to the transaction. Our future
operating results wilhlso be impacted by the ultimate returns realized on the reinvestment of the cash proceeds
received in connection with this transaction.

At September30, 2009, ShurgardEur opeds o p e r B6 fadlites wite anmgggregatee of
9.9 million net rentable square feet. The portfaansists ofl14wholly owned facilitiesand 72 facilities owned by
two joint venture partnerships, in which Shurgard Euramean20% equitinterest.

Our equity in earnings from Shurgard Europe is comprised of our 49% equity share in the net income of
Shurgard Europe, as well as 49% of the interest earned with respect to the note receivable from Shurgard Europe
which is reclasified in consolidation from interest income to equity in earnings of Shurgard Europe.

Equity in earnings from our investment in Shurgard Europe for the three monthsSaqmtethbeB0, 2009
was 8,631,000 compared toZR260,000for the same period in 2008, representing an increasg,87 $000. This
increase included areductioninour pré¢ at a share of Shur gar d,pfmanlydpeacds depr
declines in tenant intangible amortizatidi) our prorata shag o f a reduction in Shurgar
interestexpensegjoint ventures in which Shurgard Europe has a 20% interest recently refinanced their outstanding
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debt at substantially lower interest ratasll general and administrative expense, offgeti) a $643,000 reduction,

on a constant exchange rate basis, representing our 49%6@ma s har e of S hstoregrapertes Eur op e
described in the table beloand (iv) the effect of achange in the average exchange ddtthe Eurorelativeto the

U.S. Dollarto 1.428for the three months ended September 30, 2009 as compateégDédor the same period in

2008

Equity in earnings from our investment in Shurgard Europe fonitheemonths ende&eptembeB0, 2009
was ¥,239000 compared t83,717,000 for the same period in 2008, representing an increase5#2PD00. This
increase is duprimarily to the timing ofour disposition ofthe 51% interest in Shurgard Europeguty in earnings
for theninemonth period irR008 only includes amounts for the period of April 1, 2008 thrdigghtembeB0, 2008
while the 2009 period includes amountstiee entirenine month period.

We evaluate th@erformance metricsfo Shur gar d Eur acpitedirsordédoneeiatstheo r e F
performance of our investment in Shurgard Europe, because the Shurgard &amap8tore Facilities represent the
primary driver of our praata share of earnings of Shurgard Europe.

The Shurgard Europe Same Stbeilities represerthose 94 facilities that are stabilized and owned since
January 1, 2007 and therefore provide meaningful comparisons for 2007, 2008, and 2009. The number of facilities
in the Shurgard Europe Same Store Pool declined from 96 at December 31, 20083ef2drabe30, 2009, as we
removed facilities from the previous Shurgard Europe Same Store Pool that, due primarily to construction activities,
are no longer expected to be stabilized through Dece®Ihe2009, and added facilities that are now stabilized an
owned since January 1, 2007. The following table reflects the operating results of these 94. facilities
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Selected Operating Data for the 94 facilities operated
by Shurgard Europe on a stabilized basis since

January 1, 2007 (fAEuso@pe Three Months Ende8eptembeB0, Nine Months EndedseptembeB0,
Percentage Percentage
2009 2008 Change 2009 2008 Change

(Dollar amounts in thousands, except weighted average data,
utilizing constant exchange rates) (a) (b)

Revenues:
Rental iINCOME.........c.oeeeiiiiieicceeeee e $ 30315 $ 31,298 (3.)% $ 84,736 $ 88,349 (4.1)%
Late charges and administrative fees collected..... 513 539 (4.8)% 1,400 1,535 (8.9%
TOtal FEVENUES .....ooiiiiiiiieiiee st 30,828 31,837 (3.2% 86,136 89,884 (4.2)%

Cost of operations (excludirdgpreciation and
amortization expense):

PrOPErtY taXeS. .. uuuuiiiiiiieiieie e e s e 1,562 1478 5.7% 4,395 4,226 4.0%
Direct property payroll...........ccoovvveeiieeiiiice e 3,459 3,613 (4.3 10,129 10,081 0.5%
Advertising and promotion............cccceeeeeeiiiiieeeeee. 1,130 911 24.0% 4,071 2,713 50.1%
ULIIHIES .o 632 712 (11.2% 2,135 2,076 2.8%
Repairs and maintenance...........cccccceveeeeeeecceeeeeenn. 839 765 9.7% 2,365 2,327 1.6%
Property iNSUFaNCEe..........ceeevvvriienieeneee e 173 194 (10.8)% 516 557 (7.9%
Other costs of management............ccccccveveeeeeeeeenn. 4,262 4,081 4.4% 12,125 12,004 1.0%
Total cost of Operations...........cccoveviuieereeceeniieee e 12,057 11,754 2.6% 35,736 33,984 5.2%
Net operating iNnComMe (C).......ccverveerveeireeieeeireesree e $ 18,771 $ 20,083 (6.5% $ 50400 $ 55,900 (9.9%
GrOSS MAIGIM...cciuviiiieieiiieiiee s rereteeesiee e e e eeseenenes 60.9% 63.1% (3.5)% 58.%% 62.2% (5.9%
Weighted average for the period:
Square foot occupancy ()........ccovvveeeeiiiiiieeeneenne 87.2% 87. ™ (0.6)% 859% 87.4% 1.7%
Realized annual rent per occupied square foot (e)( $26.95 $27.66 (2.6% $25.49 $26.12 (24)%
REVPAF ()(Q)-vveeeeereeeeeiiieeeaiieesieeessiieeeesiieee e $23.50 $24.26 (3.)% $21.90 $2283 (4.1)%
Weighted average &eptembeB0:
Square foOt OCCUPANCY......covvrreeriireeeiiiereieeee e 87.2% 88.1% (1.0%
In place annual rent per occupied square foot.(h). $28.48 $29.09 (2.9)%
Total net rentable square feet (in thousands)................ 5,160 5,160 -
AverageEuroto the U.S. Dollar(a)
Constant exchangatesused herein...............c.c.ee.... 1.428 1.428 - 1.365 1.36¢ -
Actual historical exchange rates...........ccccoecvvveennen. 1.428 1.504 (5.1)% 1.365 1.521  (10.3%)

(@) In order to isolate changes in the underlying operations from the impact of exchange rates, the amounts in this table are
presented on a constant exchange rate bagie. amounts for théhree anchine months ende®&eptembe0, 2008
have been restated using the actual exchangéoratee same periods 2009. The exchange rafer the Eurorelative
to the U.S. Dollar averaged428and 1365during thethree anchine monthsendedSeptembeB0, 2009, respectively,
as compared to 304and 1521, respectively, for the same periods in 2008

(b) Only the amounts for the period ended March 31, 2008 are included in our consolidated financial statements. We
include our prerata share of #se operating results for periods after March 31, 2008 in Equity in Earnings of Real
Estate Entities.The amountsncorporated in our financial statements, either consolidated or equity method amounts,
are based upon the actual weighted average exchategefor each period.

(c) Wepresenhet oper at i ngthe Shurganth&urofshhi@starefadlities, which is a noiGAAP financial
measure that excludes the impact of depreciation and amortization expense. Although depreciation and arnortization
acomponent of GAAP net income, we believe that NOI is a meaningful measure of operating performance, because we
utilize NOI in making decisions with respect to capital allocations, segment performance, and comparingp-period
period and markeb-market poperty operating results. In addition, the investment community utilizes NOI in
determining real estate values, and does not consider depreciation expense as it is based upon historical cost. NOI is
not a substitute for net operating income after deptieci and amortization in evaluating our operating results.

(d) Square foot occupancies represent weighted average occupancy levels over the entire period.

(e) Realized annual rent per occupied square foot is computed by annualizing the result of dividingoem&lbefore
late charges and administrative fees by the weighted average occupied square feet for the period. Realized annual rent
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per occupied square foot takes into consideration promotional discounts and other items that reduce rental income from
the contractual amounts due.

(f) Late charges and administrative fees are excluded from the computation of realized annual rent per occupied square
foot and REVPAF. Exclusion of these amounts provides a better measure of our ongoing level of revenue, by
excluding the volatility of late charges, which are dependent principally upon the level of tenant delinquency, and
administrative fees, which are dependent principally upon the absolute level cfmaduea period.

(99 Realized annual r emMBEYV PAeR O aivsaidambd wet efd okky odi viii di ng rent al
admin fees by the total available net rentable square feet for the period.

(h) In place annual rent per occupied square foot represents annualized contractual rents per occupied sqttavatfoot
reductions for promotional discounts and excludes late charges and administrative fees.

Shurgar d Eur ohaw beerimpaetedr by the samestrends in satirage demand that our
domestic facilities are facing-However, trends have imprayesomewhat in the third quarter of 2009, with revenue
declines of 3.2% in the quarter ended September 30, 28@%®mpared to 5.0% in the quarter ended June 30, 2009.
Despite the recent improved trends and reduced-gear year declines in revenues amat operating income, av
expect continuegtearoveryear declines in revenues during at least the fourth quarter of 2009.

Shurgard Europesimilar to our DomestiSelf-Storage segment, has a nominal development pgelin
Accordingly, at least in the sheterm, we do not expect any significampact to our earnings from Shurgard
Europeds devel opment activities

Shur gar dCoBdensedCendofidat€perating Results

In Note 5 to ourSeptembeB0, 2009 condensed consolidated financial statements, we disclose Shurgard
Europedbds condensed consol i da tnieamorthg endeabeptemige30; 2089uahdt s f or
2008. Shurgard Europeds c ond ede additibnacfaciitiesotHat ackandt Eutlopeo per a t
Same Store Facilities, and are based upon historical exchange rates rather than constant exchange rates for each of
the respective periods.

Other Investments

TheOtfmer | nv éSeptemieB0 2009 ar@ tomprised primarily of our equity in earnings from
entities that own 19 sefftorage facilities. Amounts included in the tables above also include our equity in earnings
with respect to three facilities owned by the Unconsolidated Entitig#,we acquired the remaining interest we did
not own in these entities during 2008, and commenced consolidating these facilities. Our future earnings with
respect to the other 19 facilities will be dependent upon the operating results of the fHuditibese entities own.

See Noté to ourSeptembeB0, 2009 condensed consolidated financial statements for the operating results of these
19 facilities unded the fAO0Other I nvestments

Ancillary Operations

Ancillary revenues and expensiglude amours associated witlii) the reinsurance of policies against
losses to goods stored by tenants in our-sgelfage facilities, (ii)merchandise salegiii) commercial property
operations, and (iv) management of facilities for third parties and facilitiaeaWwy the Unconsolidated Entities.

During the three months ended March 31, 2009, we decided to terminate our truck rental and containerized
operations. Accordingly, the revenues and expenses of these operations are included in discontinued operations on
our condensed consolidated statements of income for the three and nine months ended September 30, 2009 and
2008.

The following table sets forth our ancillary operasoas presented on our condensed consolidated
statement of operations. These itemsdascribed and reconciled to consolidated revenues and expenses in Note 11
to our September 30, 2009 condensed consolidated financial statements.
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Three Month€EndedSeptember 30 Nine MonthsEndedSeptember 30
2009 2008 Change 2009 2008 Change
(Amounts in thousands)

Ancillary Revenues:

Tenant reinsurance premiums............. $ 15971 $ 14,869 $ 1,102 $ 47,053 $ 42,877 $ 4,176
Commercial (8).....cccoeeereeeriieiiiriennn 3,753 3,745 8 11,124 11,546 (422)
Merchandise and other......................... 8,076 8,332 (256) 23,564 24,357 (793)
Total domestic ancillary revenues... 27,800 26,946 854 81,741 78,780 2,961
Shurgard Europe merchandise and ten
insurance (b)......ccccceeeeiiiiiiiiiiiiees - - - - 4,913 (4,913)
Total revenuesS.......ccceeeeeeeeeeeeeenns 27,800 26,946 854 81,741 83,693 (1,952)
Ancillary Cost of operations:
Tenant reinsurance premiums............. 700 (3,628) 4,38 7,138 3,309 3,829
Commercial (8).......cooeverrirriieiiiiiieeenn 1,440 1,555 (115) 4,309 4,789 (480)
Merchandise and other.............ccccee..... 5,353 5,829 (476 16,073 17,617 (1,544)
Total domestic ancillary cost of
OPEratioNS...cccovviieeeiiiiee e 7,493 3,756 3,737 27,520 25,715 1,805
Shurgard Europe merchandise and ten
iNSUrance (b).......cocevveveveiriieiceeeenn - - - - 1,409 (1,409)
Total cost of operations................... 7,493 3,756 3,737 27,520 27,124 396
Depreciatiori commercial operations (a): 652 652 - 2,304 2,246 58
Ancillary net income:
Tenant reinsurance premiums............. 15,271 18497 (3,226) 39,915 39,568 347
Commercial (8).......ccoeveiriiieeeiiiiiieaennnn 1,661 1,538 123 4511 4511 -
Merchandise and other..............cceeee.... 2,723 2,503 220 7,491 6,740 751
Total domestic ancillary net income 19,655 22,538 (2,883 51,917 50,819 1,098

Shurgard Europe merchandise and ten
iNSUrance (b).......coceevvevevevriieiceeeeenn - - - 3,504  (3,504)

Total ancillary net income............... $ 19,655 $ 22,538 $(2,883 $ 51,917 $ 54,323 $ (2,409

(@) Commercial revenues and expenses are included irCoonmmercial segment, which is described and
reconciled to net income in Note 11 to our September 30, 2009 condensed consolidated financial
statements

() Shurgard Europeds ancillary r evenuStosaged\etdSegmenp ens es
Income, vhich is described and reconciled to net income in Note 11 to our September 30, 2009 condensed
consolidated financial statements.

Tenant reinsurance operationgVe reinsure policies offered through a raffiliated insurancecompany
against losses to goodsored by tenants, primarily in our domestic sttfrage facilities. The revenues that we
record are based upon premiuthat we reinsure Cost of operations primarily includes claims paid that are not
covered by our outside thiglarty insurers, as Mleas claims adjusnentexpenses.

The increase in tenant reinsurance revenoesr the past yeawas attributable to higher ratesmbined
with anincrease in the percentage of our existing tenants retainingpslictes. Approximately 58% and 53% of
our tenants had such policies at September 30, 2009 and 2008, respectively.

The future level of tenant reinsurance revenues is largely dependent upon the number of new tenants
electing to purchase policies, the level of premiums charged for such insuaadcthe number of tenants that
continue participating in the insurance program. Future cost of operations will be dependent primarily upon the
level of losses incurred, including the level of catastrophic events, such as hurricanes, that occur aodr affect
properties.
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Commercial operationsiVe also operate commercial facilities, primarily small storefronts and office space
located on or near our existing sstbrage facilities that are rented to third partid&e do not expect any significant
changs in revenues or profitability fromur commercial operations

Merchandise sakand other We sell locks, boxes, and packing supplies at thessethge facilities that
we operate. The primary factor impacting the level of merchandise sales isehefleustomer traffic at our self
storage facilities, including the level of meires. In addition, to a much lesser extent, we at®mnage selétorage
facilities with our existing management infrastructure, to third party owners as well as to thesdlidzted
Entities.

Other Income and Expense Items

Interest and other incomelnterest and other income wa$,857000 and 82,006000 in three andine
months ende&eptembeB0, 2009, respectively, @mmpared to $1485000 and $5,343000 in the same periods
in 2008. Theincrease iprincipally as a result of (i) interest income with respect to notes receivable from Shurgard
Europe (described belowpffset by lower interest income on our cash reserve balances. While we had higher
average cash balances, interest rates were significantly lower in the thregnamdonths ende&eptembe30,
2009, as compared to the same periods in 200@.have $70.9million in cash on hand éeptembeB0, 2009
invested primarily in moneynarket funds Future interest income will depend upon the level of interest rates and
the timing of when the cash on hand is ultimately inveskedvever, based upon current interest rates on our
outstanding moneynarket fund investments of approximately 0.20%ned interest is expected to be minimal.

We have a loan receivable from Shurgard Europe totaliy 8million as of Septembei80, 20M® that
bears interest at fixedrate of 7.5% per annum. Wecordednterest income with respect to this lpaepesenting
51% of the amount earned (the remaining 49% is recorded as additional equity in eavhiagpjoximately
$6.0million and $6.2 million for the three months ended September 30, 2009 and 2008, respectively, and
$17.0million and $12.5 million foithe nine months ended September 30, 2009 and 2008, respectively. No interest
income in connection with this loan was recorded in the three months ended March 31a2808h interest
income was fully eliminated in consolidation until March 31, 2008. ofiier variances in interest income from our
note receivable are attributable principally to changes in average exchange rates, as the principal balance has
remained constant for all periods present&tie level of interest income recorded in connectidth this loanwill
be dependent upon tlaeerage outstanding balanae well as the exchange rate of the Euro versus the U.S. Dollar.
All such interest has been paid currently when due and we expect the interest to continue to be paid when due with
Shurgard Europeds operating cash fl ow.

Effective October 31, 2009, we extended the maturity date to Maich2@13 for our existing
U 3 9 millich ($571.8 million at September 32009) loan to Shurgard Europé&lnder the terms of the extension,
the existhg 7.5% rate of interest increased to 9.0% per rmin(effective November 1, 2009)All other material
termsand covenants remain the same.

Depreciation and amortization: Depreciation and amortization expense wa85,$08000 and
$254,670000 for the thre@nd nine monthsendedSeptembeB0, 20, respectively, as compared t61$084000
and $08,153000 for the same periods 2008.

The decrease in depreciation and amortization expertbe ithree months end&eptembeB0, 2009, as
compared to the samerjed in 2008 is due principally to declireein amortization otenant intangible amortization
We expectminimal amortization expense of our existing intangibles during the remainder of 2009, and future
intangible amortization will be dependent upon autufe level of acquisition of facilities with existing tenants in
place.

Effective March 31, 2008, depreciation and amortization ceased on the facilities owned by Shurgard

Europe, which was deconsolidated effective March 31, 2008. Included in ouridgépreand amortizatiorelated
toShur gar d Eteswagh2l@8l,000docthelthreaonths ended March 31, 2008.
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General and administrative expenseGeneral and administrative expense was,864000, and
$26,532000 for thethree anchine monthsendedSeptembeB0, 20, respectively, as compared t8,%79000 and
$56,968000 for the same periods 2008. General and administrative expense principally consists of state income
taxes, investor relations expenses, and corporate and executive salaries. In addition, general and administrative
expenses includes expenses that vary dependiogiractivity levelsin certain areas, such as overhead associated
with the acquisition and development of real estate facilities, certain expenses related to capital raising and merger
and acquisition activitiedjtigation expendituresemployee severance, steblised compesation and incentive
compensation.

General and administrative experisethe nine months ende&eptembeB0, 2008includes $27,900,00d
additional incentive compensatigmcurredrelated toour disposition of an interest in Shurgard Eurogeollowing
March 31, 2008 we record no further general and admini

We expect ongoing general and administrative expense to approximate $8 million to $10 million per
quarter.

Interest expenselnterest expesewas $7289,000 and $2,705000 for the three andine months ended
SeptembeB0, 2009, respectively, as compared ta0$9,000 and$35,187000 for the same periods 2008. The
decrease in interest expense in tiree month periods is due primarily the deconsolidation of Shurgard Europe.
Interest expense was also reduced due to our early retirement in February 2009 of $110.2 million face amount of
senior notes.SeeNote 6to the condensedonsolidated financial statements for a schedule ofnotes payable
balances, principal repayment requirements, and average interest rates.

Capitalized interest expendgetaled 00000 and $47,000 for the three andnine months ended
SeptembeB0, 2009, respectively, as compared #4&000 and $B30000 for the same periods in 2008, in
connection with our development activities.

Interest expense for the three months ended March 31, 2008 included $6,892,000 incurred by Shurgard
Europe relative to thirdparty debt Interest expense incurred Bjaurgard Europe after March 31, 2008 is no longer
reflectedin our financial statements.

Foreign Exchange Gain (Loss):Our loan receivable from Shurgard Europe is denominated in Bacbs
has not beehedgedo mitigate the impact of currency exchanfyetfuations between the U.S. Dollar and the Euro
The amount of U.S. Dollars that will be received on repayment will depend upoaorteacyexchange rates at the
time. Based upon the change in estimated U.S. Dollars to be received caused by fluoteati@mcy rates during
the three monthsendedSeptember30, 2009 we recordedoreign currency tnslation gains 0$21,429000 as
compared to foreign currency translation loss&$53,172,000 for the three months end8dptembe30, 2008
During thenine monthsendedSeptembeB0, 2009 we recordedoreign currency anslationgainsof $19,901000
as compared to foreign currency translation losdefl 2,203,000 for the nine months ended Septer&beP008
The U.S. Dollar exchange rate relativethe Euro was approximatelyy459, 1.405 and 1.409 aBSeptembei30,
2009,June 302009 and December 32008, respectively.

Future foreign exchange gains or losses will be dependent primarily upon the movement of the Euro
relative to the U.S. Dollathe amount owed from Shurgard Europe and our continued expectation with respect to
repayingthe loan

Discontinued Operations During thenine months ende&eptembeB0, 2009, we decided to terminate our
truck rental and containerized storage busingsts, and actually disposed of one and expect to dispose of one self
storage facilities in connection with condemnation proceedinys.a result, we reclassified all of the historical
revenues and expenses of these operations from revenues and expenses, fAdi scont indudedéh oper at
discontinued operations in the nine months ended September 30, 2009 aréll®3.5n truck disposal expenses,
an $8.2million impairment charge on intangible assets incurred in connection with an eminenh gootweeding
andgainson disposition oktoragefacilities of approximately$6.0 million which was recorded in the nine months
ended September 30, 2009.
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Liquidity and Capital Resources

We have$670.9million of cash on hand &eptembeB0, 2009, and Bieve that these funds, together with
our internally generated net cash provided by operating activities will continue to be sufficient to enable us to meet
our operating expenses, capital improvements, debt service requirements and distributions requioeimar
shareholders for the foreseeable future.

Operating as a REIT, our ability to retain cash flow for reinvestment is restricted. In order for us to
maintain our REIT status, a substantial portion of our operating cash flow must be used tasiribk¢iahs to our
shareholders (seB Requi r ement t o Hdelaw). Hbivevdr,rdespite tthe signdidant distribution
requirements, we have been able to retain a significant amount of our operating cash flow. The following table
summarizes ourhdlity to fund distributions to the minority interests, capital improvements to maintain our facilities,
and distributions to our shareholders through the use of cash provided by operating activities. The remaining cash
flow generated is available to malketh scheduled and optional principal payments on debt and for reinvestment.

For theNine Months Ended

SeptembeB0,
2009 2008
(Amount in thousands)
Net cash provided by operating activitieS. () ..........ccccerrvrrirenieesiiveenieeenns $ 837,529 $ 809,261
Capital improvements tmaintain our facilities............cccccovveieiiieenniieeene (52,449 (72,629
Remaining operating cash flow available for distributions to equity holde 785,080 736,632
Distributions toothernoncontrolling interests in subsidiaries...................... (12,637 (12,7279
Distribution requirements paio preferred partnership interests................. (7,643 (16,209
Cash from operations allocable to Public Storage shareholders.............. 764,800 707,696
Distributions paid to Public Storage shareholders:
Preferred share dividends............ccccviiiiiieesi i (174,323 (180,999
Equity Shares, Series A dividends...........ccoooiviiiiemniiee e, (15,393 (16,069
Common shareholders and restricted share unitholde&5(@4ar share).... (278,790) (278,502
Cash from operations available for principal payments on debt and
rEINVESTMENT (1) ...cveiiviiciieitic ettt reee et eae e $ 296,293 $ 232,127

(@) Represents net cash provided by operating activities for each respestvanonth period as presented in our
SeptembeB0, 2009 Condensed Consolidated Statements of Cash Flows.

(b) We present cash from operations for principal payments on debt and reimteBtoause we believe it is an important
measure to evaluate our ongoing liquidity. This measumetis substitute for cash flows from operations in evaluating our
liquidity, ability to repay our debt, or to meet our distribution requirements.

Cash from operations available for principal payments on debt and reinvestment increased from
$232.1million in the nine months endedSeptember30, 2008 to $96.3 million in the nine months ended
SeptembeB0, 2009. The increase is attributable to lower capital expenditures as well as reduced preferred
partnership and preferred share dividends due porchase of preferred securities (sd®epurchases of the
Companybés Equity armaowPreferred Securities

In addtion to cash on hand, other sources of readily available liquidity and capital resources @clude
$300million revolving line of credit. The line of credit expires in March 2012 and there were no outstanding
borrowings on the line of credit Blovember6, 2009.

Significant requirements on our liquidity and capital resources include: (i) capital improvements to
maintain our facilities, (ii) distribution requirements to our shareholders to maintain our REIT status, (iii) debt
service, (iv) acquisition andevelopment commitments and (v) commitments to provide funding to Shurgard Europe
for certain investing and financing activities.
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Capital Improvement RequirementsDuring 2009, we expecapproximately $3 million for capital
improvements for our facilite Capital improvements include major repairs or replacements taciliges, which
keep the facilities in good operating condition and maintain their visual appeal. Capital improvements do not
include costs relating to the development or expansidaailities. During thenine months ende®&eptembe0,
2009, we incurred capital improvementsapproximately $2.4million.

Requirement to Pay DistributionsWe have operated, and intend to continue to operate, in such a manner
as to qualify as a REIT under the Code, but no assurance can be given that we will at all times so qualify. To the
extent that the Company continues to qualify as a REIT, we wibb@daxed, with certain limited exceptions, on the
REIT taxable income that is distributed to our shareholders, provided that at least 90% of our taxable income is so
distributed to our shareholders. We believe we have satisfied the REIT distributicemezuisince 1981.

Aggregate dividends paid during thine months ende®eptembeB0, 2009%totaled 4.74.3million to the
holders of our Cumulative Preferred Sha®v8.8million to the holders of our common shaeesl restricted share
unitsand$15.4million to the holders of our Equity Shares, Series\e believe that the aggregate dividends paid
in 2008 to our shareholders enabteto continue to meet our REIT distribution requirements.

During the first nine months of 2009, we paid distributiantotaling %.6 million with respect to our
Preferred Partnership Units/Ve expect our annual distribution requirement based upon preferred partnership units
outstanding aBeptembeB0, 2009, to be approximately $h8llion on a go forward basisin adlition, we estimate
the annual distribution requirements with respect to our preferred shares outstaripgeatbe0, 2009, to be
approximately $232.#illion, assuming no additional preferred share issuances or redemptions th&ing
remainder o2009.

For the fourth quarter of 2009, aegular quarterly distribution of $0.55 perommon share has been
declared by our Board of Trustee&uture distributions with respect to the common shares will continue to be
determined based upon our REIT distribat requirements after taking into consideration distributions to the
preferred shareholders.

With respect to the depositary shares representing the Equity Shares, Series A, we have no obligation to
pay distributions if no distributions are paid to tlemmnon shareholders. To the extent that we do pay common
distributions in any year, the holders of the depositary shares receive annual distributions equal to the lesser of (i)
five times the per share dividend on the common shares or (ii) $2.45. Thstdgpshares are nesumulative, and
have no preference over our Common Shares either as to dividends or in liquidation.

We are required by the underlying governing documents to pay distributions to noncontrolling interests in
subsidiaries based uponetloperating cash flows of the underlying entities less any required reserves for capital
expenditures or debt repayment. Such interests received a tofi#l,68%000 (excluding the preferred partnership
units) during thenine months endedseptember30, 2009 and #2,727000 for the same period in 2Q0&hich
represents our expectations with respect to future distribution levels

Debt Service Requirement#At September30, 2009, we have total outstanding debt of approximately
$521.7million. See Noté to ourSeptembeB0, 2009 condensed consolidated financial statements for approximate
principal maturities of such borrowings. It is our current intention to fully amortize and repay the debt at maturity
and not seek to refinance debt maturities witigonal debt. Alternatively, we may prepay debt and finance such
prepayments with retained operating cash flow or proceeds from the issuance of preferred securities or common
shares.

Our portfolio of real estate ¢dities remains substantially unencuenbd. AtSeptembeB0, 2009 we have
secured deboutstandingof $229.5million, which encumbers®9 seltstorage facilities with an aggregate net book
value ofapproximately $61.9million.

Acquisition and Development of FacilitiesDuring the remainder ©2009, we will continue to seek to
acquire additional sefftorage facilities from third parties; however, it is difficult to estimate the amount of third
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party acquisitions we will undertake. We have a minimal development pipel8eptembeB0, 2009and have no
current plan to expand our development activities.

European Activities:At the end of February 2009, the maturity datehafloan owed by Shurgal Europe
to Public Storage wasxtended tdMarch 31, 2010.Theloantotaledapproximately $71.8million at SeptembeB0,
2009

Effective October 31, 2009, we extended the maturity date to Match2B13 for our existing
U 3 9 millidh ($571.8 million at September 32009) loan to Shurgard Europélnder the terms of the extension,
the existing ®% rate of interest increased to 9.0% per amrfaffective November 1, 2009)All other material
termsand covenants remain the same.

In addition,i Shurgard Europe acquires its partnerds inter
unable to btain thirdparty financing, we have agreed to provide additional loans to Shurgard Europe, under the
same terms as the existing loafisp r up t o (&9 Snillionias of Beptembdr3p, 20M) for the
acquisition. This commitment was also extended February 20020 March 31, 2010 and was originally for
0305million, but was reduced as the result of refinancing one of the joint venture I8ansgard Europe has no
obligation to acquire these interests, and the acquisition of these interest#tiigent on a number of items,
including whether we assent to the acquisition.

Shurgard Europe has a 20% interest in two joint ventamesone other partner owns 80% interest in each.
The two joint ventures collectivelyahd a p p r o 230 milhoh €33§ million) of outstanding debt payable to
third parties atSeptembeB0, 2009, which is nerecourse to Shurgard Europe. In April 2009, Shurgard Europe
obtained loan extensions on both of its joint venture loans. One of the joint venture loansp tgtkD Gnillion
($161mi I l'ion), is now due May 2011 a20uilion ($¥75nallfot),esrnonj oi nt v
due in July 2010. Both joint ventultteo ans are secured by the joint wventur
guaranteetby Public Storage or any third party.

We also committed to fund ufm $88.2million of additional equity contributions to Shurgard Europe to
fund certain investing activities. Our remaining obligation under this commitment totaled $66.4 matllion
Septerber30, 200.

Access to CapitalOver the pashine months, accessing capital through the equity or credit markets has
become very difficult, in part due to the lack of liquidity, particularly with respect to real estate companies. As a
result, our abity to raise additional capital by issuing common or preferred securigsnot bea viable optiorat
least in the near termWe are not dependent, however, on raising capital to fund our operations or meet our
obligations.

Our financial profile is charcterized by a low level of deht-total-capitalization and a conservative
dividend payout ratio with respect to the common shares. We expect to fund oterlongrowth strategies and
debt obligations with (i) cash on handSdptembeB0, 2009, (ii) nternally generated retained cash flows and (jii)
depending upon current market conditions, proceeds from issuing equity securities. In general, our strategy is to
continue to finance our growth with permanent capital, either common or preferred edbiyettent that market
conditions are favorable, neithstanding current market conditions are not favorable.

Historically, we havdunded substantially all of our acquisitions with permanent capital (both common and
preferred securities). We have d&gt to use preferred securities as a form of leverage despite the fact that the
dividend rates of our preferred securities exceed the prevailing market interest rates on conventional debt. We have
chosen this method of financing for the following reasdisunder the REIT structure, a significant amount of
operating cash flow needs to be distributed to our shareholders, making it difficult to repay debt with operating cash
flow alone, (ii) our perpetual preferred shares have no sinking fund requiremmatwrity date and do not require
redemption, all of which eliminate any future refinancing risks, (iii) after the end of -aalbperiod, we have the
option to redeem the preferred shares at any time, which enable us to refinance higher coupan girafegevith
new preferred shares at lower rates if appropriate, (iv) preferred shares do not contain covenants, thus allowing us to
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maintain significant financial flexibility, and (v) dividends on the preferred shares can be applied to satisfy our REIT
distribution requirements.

Our credit ratings on each of our series of preferrtr
& Poor bs.

Issuance and Redemption of Securitie§Ve believe that our size and financial flexibility enables us to
accesgapital when appropriatend when market conditions are favorabldowever, wer the pashine months,
accessing capital through the credit markets has become very difficult, in part due to the lack of liquidity.

As of September30, 200, several of ourseries of preferred sharegere redeemable at our option;
however, we have not called thessriess for redemption. Although we may acquire these shares on the open
market, t is not advantageous to redeem these starécevalue pursuant to ouredemption optiorat this time
because, based upon current market conditions, we cannot issue additional preferred securities at a lower coupon
rate than the securities that would be called. The timing of redemption of any of these series of prefesedlisha
depend upon many factors including when, or if, market conditions improve such that we can issue new preferred
shares at a lower cost of capital than the shares that would be redeemed.

We have the option to call for redemption the Equity ShaBesies A beginning at any time after
March31, 2010 for $24.50 per depositary share plus accrued and unpaid distributions, representing an implied yield
of 10%. No decision has been made on redemption of these securities.

In the past we have typicallyised additional capital in advance of the redemption dates to ensure that we
have available funds to redeem these securities. Provided market conditions improve in the future, we may raise
capital in advance to fund redemptions.

Repurchases of the Compafys Equi ty and P mDslocations & cdapitlenankatsi have e s
provided opportunities for the repurchase of our preferred and debt securities. iherinige months ended
SeptembeBO, 2009we repurchased certain of our Cumulative Preferieatés in privately negotiated transactions
with a liquidation value of 34.6million for approximately $7.5million, including accrued dividends, reducing our
ongoing dividend requirement by approximately.&million per year. Also duringhe nine montts ended
SeptembeB0, 2009,we repurchasedertainof our Preferred Partnership Uniiis privately negotiated transactions
with a carrying amount of $225 millidlor approximately $53million, reducing our ongoing dividend requirement
by approximately $4.4 million per year

On February 12, 2009, we acquiregproximately$110 million face amount of our existing senior
unsecured notes pursuant to a tender offiédre amounts paid in the tender were substantially less than what would
have been paid if wavere to repay this debt early subject to the prepayment premiums under the related debt
agreement.

Our Board of Trustees has authorized the repurchase from time to time of up to 35,000,000 of our common
shares on the open market or in privately negatistensactions. During theine months ended®septembe0,
2009, we did not repurchase any of our common shares. From the inception of the repurchase program through
November 62009, we have repurchased a total of 23,721,916 common shares at an aggstgdtapproximately
$679.1million. Future levels of common repurchases will be dependent upon our available capital, investment
alternatives, and the trading price of our common shares.

These acquisitions were funded by us with cash on hand. We continue to monitor the existing trading
ranges ofll our outstanding debt and equity securities for potential opportunities

Contractual Obligations

Our significant contractual obligations September30, 2009 and their impact on our cash flows and
liquidity are summarized below for the years ending December 31 (amounts in thousands):
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2009

Total (remainder) 2010 2011 2012 2013 Thereafter
Long-term debt (1)................. $ 627,439 $ 21440 $ 41799 $ 154348 $ 74716 $ 259,878 $ 75258
Operating leases (2).............. 100,459 1,841 5,954 5,433 5,456 5,348 76,427
Construction commitments (3 13,341 12,007 1,334 - - - -

.................................... $ 741,239 $ 35288 $ 49,087 $ 159,781 $ 80172 $ 265226 $ 151,685

(1) Amounts include interest payments on our notes payable based on their contractual terms. See Note 6 to our
SeptembeB0, 2009 condensed consolidated financial statements for additional information on our notes payable.

(2) We lease land, equipment and office space under various operating leases. Certain leases are cancelable with
substantial penalties.

(3) Includes oblgations for facilities under construction@ptembeB0, 2009.
We have not included any additional funding requirements that we may be required make to Shurgard
Europe as a contractual obligation in the table above, since it is uncertain whether emwibbtow required to fund
any additional amounind because such funding is subject to our assent.

We have no substantial construction commitmen&eatembeB0, 2009.

Off-Balance Sheet ArrangementsAt September30, 2009 we had no material dfélance sheet
arrangements as defined under Regulatith3®3(a)(4) and the instructions thereto.
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ITEM 3. Quantitative and Qualitative Disclosures about Market Risk

To limit our exposure to market risk, we principalipgnce our operations and growth with permanent
equity capital consisting either of common shares and preferred shareSeptimber30, 2009, our debt as a
percentage of total equity (based on book values) 58%.

Our preferred shares are not redeemable at the option of the holde3sptAmbeB0, 2009, our Series V,
Series W, Series X, Series Y, Series Z, SerieSekies Band Serie€ preferred shares are currently redeemable by
us. Except under certaincondi ons r el ating to the Companyés qualificat
redeemable by the Company pursuant to its redemption option prior to the dates set forth in Note 8 to our
SeptembeB0, 2009 condensed consolidated financial statements.

Our market risk sensitive instruments include notes payable, which to&24g6$2000 atSeptembeB0,
20009.

We have foreign currency exposures related to our investment in Shurgard Europe, which has a book value
of $272.7 million at September30, 20M. We also have #oan receivable from Shurgard Europe, which is
denomi nat ed i n Enmnilloo &571.8mdliona dt SeptgmbaB@ 20®.. We also have an obligation,
in certain circumstances, to loan up toaad d i t 18%nmllah to Shurgad Europe.

The table below summarizes annual debt maturities and weighgdge interest rates on our outstanding
debt at the end of each year and fair values required to evaluate our expecttulvsaghder debt agreements and
our sensitivity to integst rate changes 8eptembeB0, 20® (dollar amounts in thousands).

200
(remainder) 2010 201 2012 2013 Thereafter Total Fair Value
Fixed rate debt............. $ 2,289 $13,089 $ 131432 $ 55575 $251,421 $ 67856 $ 521,662  $527,646
Average interest rate..... 5.68% 5.68% 5.68% 5.70% 5.62% 5.50%
Variable rate debtlj ...... $ - $ - $ - 8 - % - 3 - 3 - 0% -

Average interest rate.....

(1) Amounts include borrowings under our line of credit, which expires I220As ofSeptembeB0, 208, we have no
borrowings under our line of credit.
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Item 4. Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that information required to be
disclosed in reports we file and submitunderthSecur i ti es Exchange Act of 1934,
recorded, processed, summarized and reported within the time periods specified in accordance with SEC guidelines
and that such information i s c¢ o mugludimgouraChief BExeduttve Hfices | | ¢ St
and Chief Financial Officer, to allow timely decisions regarding required disclosure based on the definition of
"disclosure controls and procedures” in Rules-13@) and 15d.5(e) of the Exchange Act. In designing and
evaluating our disclosure controls and procedures, we recognized that any controls and procedures, no matter how
well designed and operated, can provide only reasonable assurance of achieving the desired control objectives and
that our management necedlyawas required to apply its judgment in evaluating the -bestefit relationship of
possible controls and procedures in reaching that level of reasonable assurance. Also, we have investments in
certain unconsolidated entities. Since Public Storage doegontrol or manage these entities, our disclosure
controls and procedures with respect to such entities are substantially more limited than those we maintain with
respect to our consolidated subsidiaries.

Under the supervision and with the participatad our management, including our Chief Executive Officer
and Chief Financial Officer, we evaluated our the effectiveness of our disclosure controls and procedures, as
required by Exchange Act Rule 13&(b), as of the end of the period covered by thpore Based on that
evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and
procedures were effective. There were no changes in our internal control over financial reporting during the quarter
endedSeptembeB0, 2009 that have materially affected, or are reasonably likely to materially affect, our internal
control over financial reporting.
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PART Il.  OTHER INFORMATION

Iltem 1. Legal Proceedings

The information set f avatth eumsderi nt Neotle aldi ntgo fitLheeg aC
Financial Statements in this Form-Qis incorporated by reference in this ltem 1.

Iltem 1A. Risk Factors

The risk factors set forth bel ow ltenpldRiskeFado h@adocorr es
our Annual Report on Form 1R for the year ended December 31, 2008.addition to the risk factors below, you
should carefully consider the other risk factors discussed irAnoual Report on Form 1B for the year ended
December 31, 20Q8vhich could materially affect our business, financial position and results of operations.

If we failed to qualify as a REIT for income tax purposes we would be taxed as a corporation, which would
substantially reduce funds available for payment of dividends.

Investors are subject to the risk that we may not qualify as a RElihcome tax purposefREITs are
subject to a range of complex organizational and operational requiremésita. REIT, we must distribute with
respect to each year at least 90% of BR&IT taxable income to our shareholders (which may take into account
certain dividends paid in the subsequent ye@tdher restrictions apply to our income and assésr REIT status
is also dependent upon the ongoing qualification of our affiliat®, RS a REIT, as a result of our substantial
ownership interest in that company.

For any taxable year that we fail to qualify as a REIT and are unable to avail ourselves of relief provisions
set forth in the Code, we would be subject to federal incomattthe regular corporate rates on all of our taxable
income, whether or not we make any distributions to our shareholdésse taxes would reduce the amount of
cash available for distribution to our shareholders or for reinvestment and would adaéesglpur earningsAs a
result, our failure to qualify as a REIT during any taxable year could have a material adverse effect upon us and our
shareholders.Furthermore, unless certain relief provisions apply, we would not be eligible to elect REIF stat
again until the fifth taxable year that begins after the first year for which we fail to qualify.

We have also s u me d , based on Shurgard Storage Center,
performed in connection with our acquisition of Shurgémnelt Shurgard qualified as a RE#Arough the date of the
Shurgard Merger on August 22, 200Bowever, if Shurgard failed to qualify as a REIT, we generally would have
succeeded to or incurred significant tax liabilities (including the significant thiitjathat would have resulted
from the deemed sale of assets by Shurgats as part of the Shurgard Menger

We are subject to governmental regulations and actions that affect our operating results and financial
condition.

Our business is subject tegulation under a wide variety of U.S. federal, state and local laws, regulations
and policies. There can be no assurance that, in response to current economic conditions or the current political
environment or otherwise, laws and regulations will r@tiraplemented or changed in ways that adversely affect
our operating results and financial condition, such as current federal legislative proposals to expand health care
coverage costs or facilitate union activity or otherwise increase operating costs.

ltem 2. Unregqistered Sales of Equity Securities and Use of Proceeds

Our Board of Trustees has authorized the repurchase from time to time of up to 35,000,000 of our common
shares on the open market or in privately negotiated transactions. Ehginghe months endedseptembei30,
2009, we did not repurchase any of our common shafesm the inception of the repurchase program through
November 62009, we have repurchased a total of 23,721,916 common shares at an aggregate cost of approximately
$679.1 millon. Our common share repurchase program does not have an expiration date and there are 11,278,084
common shares that may yet be repurchased under our repurchase progr&emerbeB0, 2009 During the
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nine monthsendedSeptembeB0, 2009 we did nd repurchase any of our common shares outside our publicly
announced repurchase program, except shares withheld for payment of tax withholding in connection with our
various stock option plans. Future levels of common repurchases will be dependent upwailable capital,
investment alternatives, and the trading price of our common shares.

Iltem 6. Exhibits

Exhibits required by Item 601 of RegulatiorkSarefiled herewith or incorporated herein by reference and
are listed in the attached Exhibit Index which is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirement of the Securities Exchange Act of 1934, the Registrant has duly caepedtttise
signed on its behalf by the undersigned thereunto duly authorized.

DATED: November 62009

PUBLIC STORAGE

By:
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[s/ _John Reyes
John Reyes
Senior Vice President and Chief Financial Officer

(Principal financial officer and duly authorized
officer)



PUBLIC STORAGE
INDEX TO EXHIBITS (1)
(Items 15(a)(3) and 15(c))
3.1 Articles of Amendment and Restatement of Declaration of Trust of Public Storage, a Masdhedtate
i nvest ment trust. Filed with tkhdatedRlang i65s20067aandt 6 s Cu

incorporated by reference herein.

3.2 Byl aws of Public Storage, a Maryland real estate
Repot on Form 8K dated June 6, 2007 and incorporated by reference herein.

3.3 Articles Supplementary for Public Storage Equity S
Report on Form & dated June 6, 2007 and incorporated by reference herein.

34 Articles Supplementary for Public Storage Equity St
Report on Form & dated June 6, 2007 and incorporated by reference herein.

3.5 Articles Supplementary for Public Storage 7.500% Cumulative Pref&macdes, Series V. Filed with the
Regi strant 6s Cur-KdatedJuR 6,27 dnd incarpofated bynref8rence herein.

3.6 Articles Supplementary for Public Storage 6.500% Cumulative Preferred Shares, Series W. Filed with the
Regi st r annRepod onEarm-& @ated June 6, 2007 and incorporated by reference herein.

3.7 Articles Supplementary for Public Storage 6.450% Cumulative Preferred Shares , Series X. Filed with the
Regi strant 6s Cur-Kaated Jure 6, 2Q0T and incorptdd byrrefereBce herein.

3.8 Articles Supplementary for Public Storage 6.850% Cumulative Preferred Shares, Series Y. Filed with the
Regi strant s Cur-Kdated JurR 6,2@)7 and incarpofated bynref8rence herein.

3.9 Articles Supplementg for Public Storage 6.250% Cumulative Preferred Shares, Series Z. Filed with the
Regi strant ds Cur-Kdated JurR 6,2@)7 &nd incarpofated bynref8rence herein.

3.10 Articles Supplementary for Public Storage 6.125% Cumulative Prefelrace§ Series A. Filed with the
Regi strant 6 s Cur-Kdated Jure 6,2@07 and incarpofated bsnref8rence herein.

3.11  Articles Supplementary for Public Storage 7.125% Cumulative Preferred Shares, Series B. Filed with the
Regi st r anRepgod on Earm-&K @ated June 6, 2007 and incorporated by reference herein.

3.12  Articles Supplementary for Public Storage 6.600% Cumulative Preferred Shares, Series C. Filed with the
Regi strant 6 s Cur-Kdated Jurir 6, 2@07 &nd incorateld byrrefereBce herein.

3.13  Articles Supplementary for Public Storage 6.180% Cumulative Preferred Shares, Series D. Filed with the
Regi strant ds Cur-KdatedJurR 6,2@)7 and incarpofated bynref8rence herein.

3.14  Articles Supplemeiiry for Public Storage 6.750% Cumulative Preferred Shares, Series E. Filed with the
Regi strant ds Cur-Kdated JurR 6,2@07 and incarpofated bynref8rence herein.

3.15 Articles Supplementary for Public Storage 6.450% Cumulative Pref&fades, Series F. Filed with the
Registrant 6s Cur-Keated Jure 6,2@07 and incarpofated bsnref8rence herein.
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3.16

3.17

3.18

3.19

3.20

3.21

3.22

4.1

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

Articles Supplementary for Public Storage 7.000% Cumulative Preferred Shares, Series G. Filed with the
Regi st r annRepod onEarm-& @ated June 6, 2007 and incorporated by reference herein.

Articles Supplementary for Public Storage 6.950% Cumulative Preferred Shares, Series H. Filed with the
Regi strant s Cur-KdatedJurR 6, 2@0T and incorpted byrrefereBee herein.

Articles Supplementary for Public Storage 7.250% Cumulative Preferred Shares, Series I. Filed with the
Regi strant &8s Cur-Kdated Jure 6,2@7 &nd incarpofated bsnref8rence herein.

Articles Supplemetary for Public Storage 7.250% Cumulative Preferred Shares, Series K. Filed with the
Regi strant s Cur-Kdated Jure 6,2@7 &nd incarpofated bsnref8rence herein.

Articles Supplementary for Public Storage 6.750% Cumulative Pref&inades, Series L. Filed with the
Regi strant s Cur-Kedated Jure 6,2@7 &nd incarpofated bsnref8rence herein.

Articles Supplementary for Public Storage 6.625% Cumulative Preferred Shares, Series M. Filed with the
Re gi st r anhRegos onEorm-& dated June 6, 2007 and incorporated by reference herein.

Articles Supplementary for Public Storage 7.000% Cumulative Preferred Shares, Series N. Filed with the
Regi strant 6s Cur-KdatedJuR 28 2007tandanporatechbry rafer8nce herein.

Master Deposit Agreement, dated as of May 31, 2007.
8-K dated June 6, 2007 and incorporated by reference herein.

Amended Management Agreement between Registrant allit FStorage Commercial Properties Group,
Il nc. dated as of February 21, 1995. Fil ed-Kwith Pul
for the year ended December 31, 1994 (SEC File No-0839) and incorporated herein by reference.

SecondAmended and Restated Management Agreement by and among Registrant and the entities listed
therein dated as of November 16, 1995. -Kforthe d wi t h
year ended December 31, 1996 (SEC File No-DD1186) and inorporated herein by reference.

Limited Partnership Agreement of PSAF Devel opment F
Form 16Q for the quarterly period ended March 31, 1997 (SEC File No-0839) and incorporated
herein by reference.

Agre e me nt of Limited Partnership of PS Business Par
Quarterly Report on Form 1Q for the quarterly period ended June 30, 1998 (SEC File No100Q9)
and incorporated herein by reference.

Amended and Restated Asgment of Limited Partnership of Storage Trust Properties, L.P. (March 12,
1999) . Filed with PSI-QéfortleuuretlygperibdyendeceJpne 80t 1999 GSEE o r m 1
File No. 0020839) and incorporated herein by reference.

Limited Partnersii Agr eement of PSAC Devel opment Partners, L
Form 8K dated November 15, 1999 (SEC File No. @®B9) and incorporated herein by reference.

Agreement of Limited Liability Company of PSAC Storage Investors, L.L.C.dFilewi t h P SI 6s Cur
Report on Form & dated November 15, 1999 (SEC File No. @®8B9) and incorporated herein by

reference.

Amended and Restated Agreement of Limited Partnership of PSA Institutional Partners, L.P. Filed with

PSI 6s Annual 1Bk forahe tyeareendedm™eacember 31, 1999 (SEC File No-083B) and
incorporated herein by reference.
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