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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-Q
[X] Quarterly Report Pursuant to Section 13or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended June 30, 2012
or

[ ] Transition Report Pursuant to Sectiorll3 or 15(d) of the Securities Exchange Act of 1934
For the transition period from to

Commission File Number: 00133519

PUBLIC STORAGE
(Exact name of registrant as specified in its @rart

Maryland 95-3551121

(State or other jurisdiction of (I.R.S. Employer Identification Number)
incorporation or organizatiol

701 Western Avenue, Glendale, Califor 912032349
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including area co(i&t8) 2448080.

Indicate by check mark whether the registrant @l filed all reports required to be filed by Seetk8 or 15(d) of the Securities Exchange Act of4
during the preceding 12 months (or for such shguégiod that the registrant was required to filetsteports), and (2) has been subject to suchy
requirements for at least the past 90 days.

[X] Yes [ ] No
Indicate by check mark whether the registrant hdsmitted electronically and posted on its corpoiteb site, if any, every Interactive Data |
required to be submitted and posted pursuant te R0Ob of Regulation $-(8232.405 of this chapter) during the precedi@gmionths (or for suc
shorter period that the registrant was requiresbitumit and post such files).

[X] Yes [ ] No

Indicate by check mark whether the registrant itarge accelerated filer, an accelerated filer, a-accelerated filer or a smaller report
company. See the definitions of “large acceleréited’, “accelerated filer” and “smaller reportir@pmpany” in Rule 12b-2 of the Exchange Act.

Large Accelerated Filer [X] Accelerated Filer][ Noneaterated Filer [ ]
Smaller Reporting Company [ ]
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exge Act).
[ 1 Yes [X] No
Indicate the number of the registrant’s outstandiognmon shares of beneficial interest, as of Augug012:

Common Shares of beneficial interest, $.10 parevpkr share — 171,564,965 shares
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PUBLIC STORAGE
BALANCE SHEETS

(Amounts in thousands, except share data)

ASSETS

Cash and cash equivalents
Real estate facilities, at co
Land
Buildings

Accumulated depreciation

Investment in unconsolidated real es
entities
Goodwill and other intangible assets,
net
Loans receivable from unconsolidated real es
entities
Other assets
Total assets

LIABILITIES AND EQUITY

Notes payable
Preferred shares called for redemption (M
8)
Accrued and other
liabilities
Total liabilities

Redeemable noncontrolling
interests

Commitments and contingencies (Note

Equity:
Public Storage shareholde
Cumulative Preferred Shares of beneficial intei®3tQ1 par value,
100,000,000 shares authorized, 122,893 sharedli¢suseries) and
outstanding, (475,000 at December 31, 2011) atdajion preferenc
Common Shares of beneficial interest, $0.10 paresé850,000,000 shares
authorized, 170,543,534 shares issued and outatafitir0,238,805 at
December 31, 201:
Paic-in capital
Accumulated defici
Accumulated other comprehensive loss
Total Public Storage shareholders’
equity
Permanent noncontrolling
interests
Total equity
Total liabilities anc
equity

See accompanying notes.
1

June 30, December 31
2012 2011
(Unaudited)
$ 438,47 $ 139,00¢
2,840,44: 2,811,51!
8,071,58! 7,966,06.
10,912,02 10,777,57
(3,568,25) (3,398,37)
7,343,77! 7,379,19
703,45¢ 714,62°
212,41¢ 209,83
391,14¢ 402,69
89,67« 87,20«
$ 9,178,994 $ 8,932,56.
$ 368,72¢ $ 398,31
415,62¢ -
226,82! 210,96¢
1,011,17 609,28(
- 12,35¢
3,072,32! 3,111,27.
17,05¢ 17,02«
5,414,68; 5,442,501
(339,020 (259,579
(27,437 (23,019
8,137,60:! 8,288,20!
30,16! 22,71¢
8,167,76! 8,310,92'
$ 9,178,94 $ 8,932,56:




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

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Revenues:
Self-storage facilities $ 420,46t $ 39495 $ 827,858 § 779,67
Ancillary operations 31,73 28,89: 61,00¢ 55,80¢
Interest and other income 5,54( 10,57¢ 11,19t 18,34:
457,73¢ 434,41¢ 900,05¢ 853,82(
Expenses:
Cost of operations
Self-storage facilitie: 129,35! 129,63: 268,22° 264,87
Ancillary operations 9,781 9,597 19,29¢ 18,51
Depreciation and amortizatic 88,53: 89,09¢ 175,41! 177,54+
General and administrati 12,41« 12,59: 28,81¢ 26,82¢
Interest expens 5,067 5,93: 10,401 12,91
245,15( 246,85: 502,16: 500,67
Income from continuing operations before equitgamnings
of unconsolidated real estate entities, foreigmengy
exchange (loss) gain, and gain (loss) on realesstdes 212,58¢ 187,56¢ 397,89¢ 353,14¢
Equity in earnings of unconsolidated real estatéies 8,59¢ 12,77( 17,711 26,48¢
Foreign currency exchange (loss) g (23,659 10,49¢ (112,500 41,74¢
Gain (loss) on real estate sales 1,26: (70) 1,26: 12¢€
Income from continuing operatiol 198,79: 210,76: 405,37: 421,50¢
Discontinued operatior 14C 17¢ 281 1
Net income 198,93: 210,94: 405,65: 421,50¢
Net income allocated to noncontrolling interests (78¢) (4,497) (1,65¢) (8,957)
Net income allocable to Public Storage sharehol $ 198,141 $ 206,44 $ 403,99 $§ 412,55.
Allocation of net income to Public Storage shardbad:
Preferred shareholders based on distributions $ 51,91( $ 58,63¢ $ 107,00: $ 116,25¢
Preferred shareholders based on redemp 13,427 15,89¢ 38,32% 15,89¢
Restricted share uni 468 391 977 822
Common shareholders 132,34 131,51! 257,68t 279,57

$ 198,141 $ 206,44+ $ 403,99 $§ 412,55;

Net income per common shé- basic

Continuing operation $ 0.7¢ $ 0.7¢ $ 151 % 1.65
Discontinued operations - - - -

$ 0.7¢ $ 0.7¢ $ 151 § 1.65

Net income per common she- diluted
Continuing operation $ 0.77 $ 0.77 $ 15C $ 1.64
Discontinued operations - -

$ 0.77 $ 0.77 $ 15C $ 1.64

Basic weighted average common shares outstanding 170,49¢ 169,49: 170,40: 169,40:-
Diluted weighted average common shares outstanding 171,56( 170,40: 171,48 170,39:

See accompanying notes.
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PUBLIC STORAGE

STATEMENTS OF COMPREHENSIVE INCOME

(Amounts in thousands)
(Unaudited)

Three Months Ended

Six Months Ended

June 30, June 30,
2012 2011 2012 2011

Net income $ 198,93 $ 210,94: $ 405,65: $ 421,50¢
Other comprehensive (loss) incor

Aggregate foreign currency translation adjustm: (39,140 12,84( (15,919 59,18

Adjust for foreign currency translation loss (gaim)luded

in net income 23,65 (10,49¢) 11,50( (41,749

Other comprehensive (loss) income (15,487) 2,344 (4,419) 17,43¢
Total comprehensive incon 183,44 213,28¢ 401,23 438,94¢
Comprehensive income allocated to noncontrollingrists

Based upon income of the subsidiaries (78¢€) (4,497) (1,65¢) (8,957)
Comprehensive income allocable to Public Sto

Shareholders $ 182,66( $ 208,78t $ 399,57t $ 429,99

See accompanying notes.
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Balance at December 31, 20

Issuance of cumulative preferre
shares (48,400,000 shares)
(Note 8)

Redemption of cumulative
preferred shares (49,957,8:
shares) (Note €&

Issuance of common shares
connection with share-base
compensation (304,729
shares) (Note 1(

Share-based compensatic
expense, net of cash paid i
lieu of common shares (Nof
10)

Acquisition of redeemabl
noncontrolling interests (No
7)

Increase (decrease) in permane
noncontrolling interest in
connection with

Consolidation of partially-
owned entities (Note ¢
Acquisition of interests il
Subsidiaries (Note i

Net income of the Compar

Net income allocated t
Redeemable noncontrollir
interests
Permanent noncontrolling
interests

Distributions to equity holder:
Cumulative preferred share
(Note 8)

Permanent noncontrolling
interests

Common shares and restricte
share units ($2.20 per sha

Other comprehensive loss (Nott

2)

Balance at June 30, 2012

Cumulative

PUBLIC STORAGE
STATEMENT OF EQUITY

(Amounts in thousands, except share data)

Preferred Common

Shares

Shares

(Unaudited)

Accumulatec

Other

Total
Public
Storage

Equity of
Permanent

Paid-in  Accumulater Comprehensiv Shareholders’Noncontrolling

Capital Deficit

Loss

Equity

Interests  Total Equity

$ 3,111,27. $ 17,02/

$ 5442500 $ (259,579 $

(23,019 % 8,288,20' $

22,71¢ $ 8,310,92

1,210,001 - (38,47Y - - 1,171,552 - 1,171,52!
(1,248,94) - - - - (1,248,94) - (1,248,94)
- 30 15,53¢ - - 15,56¢ - 15,56¢

- - 3,96¢ - - 3,96¢ - 3,96¢

- - (7,95¢) - - (7,95¢) - (7,95¢)

] ] ] ; - - 8,22¢ 8,22¢

: : (901) : : (901) (75) (976)

- - - 405,65: - 405,65: - 405,65

- - - (236) - (236) - (236)

) ] - (1,427) - (1,427) 1,422 -

- - - (107,008 - (107,00 - (107,009

- - - - - - (2,129) (2,126)

: : - (376,43) : (376,43 - (376,43)

- - - - (4,419) (4,419 - (4,419)

$ 3,07232' $ 17,05¢ $ 5414,68 $ (339,020 $

(27,43)$ 8,137,60' $

30,16 $ 8,167,76!

See accompanying notes.
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PUBLIC STORAGE
STATEMENTS OF CASH FLOWS
(Amounts in thousands)

(Unaudited)
For the Six Months Ended
June 30,
2012 2011
Cash flows from operating activitie
Net income $ 405,65. $ 421,50¢
Adjustments to reconcile net income to net caskigdea by operating
activities:
(Gain) loss on real estate sales and debt retiremet including amounts
discontinued operatior (1,269 12t
Depreciation and amortization, including amountdigtontinued operatior 175,52¢ 177,73¢
Distributions received from unconsolidated reaatsentities in excess of
equity in earnings of unconsolidated real estatéies 4,39: 2,89z
Foreign currency exchange loss (g: 11,50( (41,749
Other 9,96¢ 21,94
Total adjustment 200,12 160,95!
Net cash provided by operating activities 605,77" 582,46¢
Cash flows from investing activitie
Capital improvements to real estate facilil (40,299 (44,29)
Construction in proces (1,627) (10,53)
Acquisition of real estate facilities and propertiangibles (Note 3 (88,06 (34,36))
Proceeds from sales of other real estate invesy - 40C
Loans to unconsolidated real estate ent - (358,87
Repayments of loans receivable from unconsolidegabtlestate entities (Note
5) - 27,28¢
Disposition of loans receivable from unconsolidateal estate entities (No
5) - 121,31
Acquisition of investments in unconsolidated resihée facilities - (1,279
Maturities of marketable securiti - 102,27¢
Other investing activitie 5,341 3,79z
Net cash used in investing activities (124,646 (194,25%)
Cash flows from financing activitie
Principal payments on notes paya (28,78%) (126,819
Net proceeds from the issuance of common st 15,56¢ 12,97:
Issuance of cumulative preferred she 1,171,52! 363,66¢
Redemption of cumulative preferred she (833,32) (517,500
Acquisition of redeemable noncontrolling interdstsubsidiarie: (29,900 =
Acquisition of permanent noncontrolling intere (97€) (12,02¢)
Distributions paid to Public Storage shareholc (483,43) (413,61
Distributions paid to noncontrolling interests (2,777 (7,14%)
Net cash used in financing activities (182,107 (700,467)
Net increase (decrease) in cash and cash equis 299,02¢ (312,25
Net effect of foreign exchange translation on ¢ 43¢ 492
Cash and cash equivalents at the beginning ofdheg 139,00¢ 456,25
Cash and cash equivalents at the end of the period $ 438,47¢ $ 144,48

See accompanying notes.
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PUBLIC STORAGE
STATEMENTS OF CASH FLOWS
(Amounts in thousands)
(Unaudited)

(Continued)

Supplemental schedule of nc-cash investing and financing activities

Foreign currency translation adjustme
Real estate facilities, net of accumulated deptieci
Investment in unconsolidated real estate ent
Loans receivable from unconsolidated real estaities
Accumulated other comprehensive (loss) inct

Preferred shares called for redemption and refied<o liabilities
Preferred shares called for redemption and refiedsrom equity

Consolidation of entities previously accountedudoder the equity method of
accounting (Note 4
Real estate facilities
Investments in unconsolidated real es
entities
Intangible assets
Permanent noncontrolling interests in
subsidiaries

Adjustments of redeemable noncontrolling interéstir values
Accumulated defici
Redeemable noncontrolling intere

Conversion of loan receivable from Shurgard Europevestment (Note 2
Loans receivable from unconsolidated real estaides
Investment in unconsolidated real estate ent

Real estate acquired in connection with eliminatbmtangible asse!
Intangible assets eliminated in connection withuggition of real estat

Real estate acquired in exchange for assumptiontef payable
Note payable assumed in connection with acquisitforeal estat

See accompanying notes.
6

For the Six Months Ended

June 30,
2012 2011
$ (15¢) $ (48€)
4,96¢ (16,547
11,547 (41,66€)
(15,919 59,18
415,62¢ -
(415,62Y -
(20,409 -
3,072 -
(949) -
8,22¢ -
- (218)
- 21€
- 116,56(
- (116,56()
- (4,739
- 4,73¢
- (9,679
- 9,67¢




PUBLIC STORAGE
CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012
(Unaudited)

1. Description of the Busine:

Public Storage (referred to herein as “the Compatwe”, “us”, or “our”), a Maryland real estate investment trust, was orgahir
1980. Our principal business activities include #tquisition, development, ownership and operaiioself-storage facilities which offer store
spaces for lease, generally on a month-to-montis fas personal and business use.

At June 30, 2012, we had direct and indirect eqintgrests in 2,068 se#ftorage facilities (with approximately 132 millioret rentabl
square feet) located in 38 states in the U.S. dpgrander the “Public Storageiame. In Europe, we own one facility in LondongkEmd and w
have a 49% interest in Shurgard Europe, which di@&sselfstorage facilities (with approximately 10.1 millioret rentable square feet) locate
seven Western European countries, all operatingutice “Shurgardhame. We also have direct and indirect equityréstis in approximate
28.9 million net rentable square feet of commersslce located in 11 states in the U.S. primasimed and operated by PS Business Parks
(“PSB”) under the “PS Business Parks” name. At 3Me2012, we have a 42% interest in PSB.

Any reference to the number of properties, squaotafje, number of tenant reinsurance policies autishg and the aggregate covel
of such reinsurance policies are unaudited andidauthe scope of our independent registered pudaounting firm$ audit of our financi
statements in accordance with the standards d?tiic Company Accounting Oversight Board (UnitedtSs).

2. Summary of Significant Accounting Polici

Basis of Presentation

The accompanying unaudited interim financial staet® have been prepared in accordance with U.Seraign accepted accounti
principles (“GAAP") as defined in the Financial Anmting Standards Board Accounting Standards Gmaditin (the “Codification”)jncluding the
related guidance with respect to interim finanai&rmation, and in conformity with the instruct®ito Form 10-Q and Article 10 of Regulation S-
X. Accordingly, they do not include all of the digsures required by GAAP for complete financiatements. We believe that all adjustm
(consisting of normal and recurring adjustmentsgessary for a fair presentation have been refleatethese unaudited interim financ
statements. Operating results for the three anchenths ended June 30, 2012 are not necessatibative of the results that may be expecte:
the year ending December 31, 2012 due to seaspaalit other factors. The accompanying unauditegtim financial statements should be t
together with the audited financial statements eeldted notes included in the Company’s Annual Repa Form 10K for the year ende
December 31, 2011.

Certain amounts previously reported in our Decen3ie2011 and June 30, 2011 financial statemems been reclassified to conforn
the June 30, 2012 presentation, as a result obwliswed operations.

Consolidation and Equity Method of Accounting

The Codification stipulates generally that entitiggh insufficient equity to finance their active§ without additional subordina
financial support provided by other parties, or rehthe equity holders as a group do not have ara@ting financial interest, are conside
Variable Interest Entities (“VIE”). We have deténed that we have no investments in any VIEs.

We consolidate all entities that we control (theaéties, for the period in which the referencelegsp are referred to collectively as
“Subsidiaries”),and we eliminate intercompany transactions andnica We account for our investments in entitieg we do not control, b
we have significant influence over, using the gguoiethod of accounting (these entities, for theqaisrin which the reference applies, are refe
to collectively as the “Unconsolidated Real Estatgities”). When we obtain control of entities in which we alitg own a partial equity intere
we record a gain representing the differential leetwthe book value and fair value of our preexgspartial equity interest. We then comme
consolidating the assets, liabilities, and any wotolling interests of the entity. All such chasgin consolidation status are refles
prospectively.




PUBLIC STORAGE
CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012
(Unaudited)

When we are the general partner of a partnershdhelieve we control the partnership, unless thd-arty limited partners can disso
the partnership or otherwise remove us as generdhgr without cause, or if the limited partnervehahe right to participate in substan
decisions of the partnership.

Collectively, at June 30, 2012, the Company andtiesidiaries own 2,054 self-storage facilitieshie U.S., one seltorage facility il
London, England and six commercial facilities ire th.S. At June 30, 2012, the Unconsolidated Re#htE Entities are comprised of P
Shurgard Europe, as well as limited partnerships @wn an aggregate of 14 sstbrage facilities in the U.S. with 0.8 million nentable squa
feet (these limited partnerships, for the periade/hich the reference applies, are referred thas®ther Investments”).

Use of Estimates

The financial statements and accompanying notésctefur estimates and assumptions. Actual resolifd differ from those estimates.
Income Taxes

We have elected to be treated as a real estatstingst trust (“REIT"),as defined in the Internal Revenue Code. As a R&E do nc
incur federal income tax if we distribute 100% afr REIT taxable income (generally, net rents anshgd&om real property, dividends, ¢
interest) each year, and if we meet certain orgaioizal and operational rules. We believe we milet these REIT requirements in 2012, anc
we have met them for all other periods presenteeime Accordingly, we have recorded no federabme tax expense related to our REIT tax

income.

Our merchandise and tenant reinsurance operati@ensubject to corporate income tax, and such taresncluded in ancillary cost
operations. We also incur income and other taxegitain states, which are included in generaladinistrative expense.

We recognize tax benefits of income tax positidret fare subject to audit only if we believe it ismm likely than not that the positi
would be sustained (including the impact of appesdsapplicable), assuming the relevant taxingaiites had full knowledge of the relevant fe
and circumstances of our positions. As of June8@2, we had no tax benefits that were not recaghi

Real Estate Facilities

Real estate facilities are recorded at cost. Casgeciated with the development, constructiomvation and improvement of properti
including interest and property taxes incurred miyithe construction period, are capitalized. Iméand external transaction costs associatec
acquisitions or dispositions of real estate andtgduoterests in real estate are expensed as edurExpenditures for repairs and maintenanc
expensed as incurred. Buildings and improvememgsiapreciated on a straidhite basis over estimated useful lives ranging gahebetween
to 25 years.




PUBLIC STORAGE
CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012
(Unaudited)

Acquisitions of interests in operating setbrage facilities, including the consolidationesitities where we obtain control other thar
acquiring interests, are accounted for under thavipions of Codification Section 805, “Business (mations.” The net acquisition co
consisting of the fair value of our existing invasint, any cash paid to third parties for theirriests, the fair value of any liabilities assumet
the fair value of remaining noncontrolling intesess allocated to the underlying land, buildingad identified intangible assets based upo
relative individual estimated fair values. Anyfdience between the net acquisition cost and thedue of the net tangible and intangible as
acquired is recorded as goodwill.

Other Assets
Other assets primarily consist of prepaid expersExunts receivable, and restricted cash.

Accrued and Other Liabilities

Accrued and other liabilities consist primarily whde payables, property tax accruals, tenant gregats of rents, accrued intel
payable, accrued payroll, accrued tenant reinseréogses, casualty losses, and contingent lossia@sawvhich are accrued when probable
estimable. We disclose the nature of significar#aecrued losses that are reasonably possible afrieg and, if estimable, a range of exposure.

Cash Equivalents and Marketable Securities

We classify as cash equivalents all highly ligumhhcial instruments such as money market funds daily liquidity and a rating of
least AAA by Standard and Poor’s, or investmentigr@ated Al by Standard and Poor’s) stierta commercial paper or treasury securities
remaining maturities of three months or less atdaee of acquisition. Cash and cash equivalentshnédre restricted from general corporate
are included in other assets.

Commercial paper with a remaining maturity of mtnan three months when acquired is included in etatde securities. When
acquisition we have the positive intent and abiliiyhold these securities to maturity (investmehtt are “Held to Maturity”)the securities a
stated at amortized cost and interest is recordedjuhe effective interest method.

Fair Value Accounting

As used herein, the term “fair valués the price that would be received to sell an tasesepaid to transfer a liability in an orde
transaction between market participants. We pizerithe inputs used in measuring fair value bageh a thregier fair value hierarchy describ
in Codification Section 820-10-35.

We believe that, during all periods presented ctireying values approximate the fair values of cash and cash equivalents, market
securities, other assets, and accrued and othditiess, based upon our evaluation of the undedytharacteristics, market data, and short ma
of these financial instruments, which involved ddesable judgment. The estimated fair values atenecessarily indicative of the amounts
could be realized in current market exchanges. difegacteristics of these financial instrumentsrketadata, and other comparative me
utilized in determining these fair values are “Lie2&inputs as the term is defined in Codificati®action 820-10-35-47.

Significant judgment is used to estimate fair valierecording our business combinations, in evalgaeal estate, goodwill, and ot
intangible assets for impairment, and determiniig ¥alues of our notes payable and noncontroliirigrests in subsidiaries. In estimating
values, we consider significant unobservable ingutsh as market prices of land, capitalizationsdte real estate facilities, earnings multig
projected levels of earnings, costs of constructionctional depreciation, and estimated markedrggt rates for debt securities with a similar
to maturity and credit quality, which are “Level Biputs as the term is defined in Codification 8t820-10-35-52.




PUBLIC STORAGE
CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012
(Unaudited)

Currency and Credit Risk

Financial assets that are exposed to credit rislsisb primarily of cash and cash equivalents, actoteceivable, loans receivable,
restricted cash. At June 30, 2012, due primadhotr investment in and loan receivable from Shwrd@urope, our operations and finan
position are affected by fluctuations in currenggheange rates between the Euro, and to a lessmtegther European currencies, against the
Dollar.

Goodwill and Other Intangible Assets

Intangible assets are comprised of goodwill, aeglienants in place, leasehold interests in lamditlze “Shurgard” tradename.
Goodwill totaled $174.6 million at June 30, 2012 &ecember 31, 2011. Goodwill has an indetermilif#end is not amortized.

Acquired tenants in place and leasehold intereskanid are finitdived and are amortized relative to the benefithef tenants in place
the land lease expense to each period. At Jun2@®, these intangibles have a net book valuel®f@million ($16.4 million at December :
2011). Accumulated amortization totaled $22.8 ionllat June 30, 2012 ($24.1 million at December &Z111), and amortization expense
$2.6 million was recorded for each of the three thqreriods ended June 30, 2012 and 2011, respyctared $4.6 million and $6.1 million w
recorded for the six months ended June 30, 201228Md, respectively. During the six months endedeJ30, 2012, these intangibles v
increased by (i) $6.2 million in connection withetlacquisition of selétorage facilities (Note 3) and (ii) $0.9 million connection with tk
consolidation of three facilities we previously agnted for under the equity method (Note 4).

The “Shurgardtradename, which is used by Shurgard Europe pursoanlicensing agreement, has a book value ofgédfilion at Jun
30, 2012 and December 31, 2011. This asset helafinite life and, accordingly, is not amortized.

Evaluation of Asset Impairment

Goodwill impairment is evaluated annually by repagtunit. No impairment of goodwill or the Shurddrade name was identified in «
annual evaluation at December 31, 2011, nor wereethny indicators of impairment at June 30, 2002 evaluate our real estate and prof
related intangibles for impairment on a quartedgib. If any indicators of impairment are noted, egtimate future undiscounted cash flows 1
received from the use of the asset and, if sualréutndiscounted cash flows are less than carmaihge, an impairment charge is recorded fo
excess of carrying value over the assets’ estinfaiedalue. Longived assets which we expect to sell or otherwispake of prior to the end
their estimated useful lives are stated at the tayi¢heir net realizable value (estimated fairnealess cost to sell) or their carrying value.

Impairment charges with respect to continuing oj@na are included under “asset impairment chargesdur statements of income,
any such charges with respect to discontinued tipasaare included under “discontinued operatiams’bur statements of income.
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PUBLIC STORAGE
CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012
(Unaudited)

Revenue and Expense Recognition

Rental income, which is generally earned pursuamhdnth-tomonth leases for storage space, as well as largehand administrati
fees, are recognized as earned. Promotional dissoeduce rental income over the promotional geriéncillary revenues and interest and a
income are recognized when earned. Equity in egsnof unconsolidated real estate entities is neized based on our ownership interest ir
earnings of each of the Unconsolidated Real E&iatities.

We accrue for property tax expense based upon leaoaunts billed and, in some circumstances, estisnand historical trends wt
bills or assessments have not been received frertaiting authorities or such bills and assessaetin dispute. If these estimates are incol
the timing and amount of expense recognition ctxdncorrect. Cost of operations, general and agtnative expense, interest expense, as
as television, yellow page, and other advertisixpeaditures are expensed as incurred.

Foreign Currency Exchange Translation

The local currency is the functional currency fbe tforeign operations in which we have an interéasets and liabilities related
foreign operations are translated into U.S. Dolkirshe exchange rates at the respective finasta&ment date, while revenues, expenses
equity in earnings are translated at the averaghamge rates during the respective period. The,Buhich is the functional currency o
majority of the foreign operations we have an iesein, was translated at exchange rates of appedgly 1.258 U.S. Dollars per Euro at June
2012 (1.295 at December 31, 2011), and averageaegehrates of 1.284 and 1.438 for the three moettted June 30, 2012 and 2(
respectively, and average exchange rates of 12971 402 for the six months ended June 30, 201264d, respectively. Cumulative transla
adjustments, to the extent not included in cumvatiet income, are included in equity as a compbpémccumulated other comprehen:
income (loss).

Comprehensive Income (Loss)

Total comprehensive income for a period represeetsincome, adjusted for changes in other compiaerincome (loss) for ti
applicable period, as set forth on our statemeftsomprehensive income. The foreign currency ergbagains and losses reflected on
statements of income and statements of compreleimsiome are comprised primarily of foreign curgeegchange gains and losses on the Euro
denominated loan to Shurgard Europe.

Discontinued Operations

The net income of real estate facilities or othasibesses that have been sold or otherwise dismdsedthat we expect to sell or disp
of within the next year based upon a committed pl&rdisposal, are reclassified and presented onirmome statement for all periods
“discontinued operations.”
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PUBLIC STORAGE
CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012
(Unaudited)

Net Income per Common Share

Net income is first allocated to each of our nonmdling interests based upon their respective eslofithe net income of the Subsidiar
and to our cumulative preferred shares based upodividends declared (or accumulated).

When our cumulative preferred shares are calledefdemption, additional income is allocated to b@deemed security to the extent
redemption cost is greater than the related origirtiissuance proceeds. Such redemption-reldiechtions are referred to hereinafter &TF
D-42 allocations.”The remaining net income is allocated to our comrsieres and our restricted share units based ingodividends declar
(or accumulated), combined with participation rigght undistributed earnings.

Basic net income per share, basic net income (lfses) discontinued operations per share, and basficincome from continuir
operations per share are computed using the weigiverage common shares outstanding. Dilutedeetne per share, diluted net income (|
from discontinued operations per share, and dilumtedincome from continuing operations per shaesecamputed using the weighted ave!
common shares outstanding, adjusted for the imgatitutive, of stock options outstanding (Note)10

The following table reflects the components of ¢aéulations of our basic and diluted net incomegbeare, basic and diluted net incc
(loss) from discontinued operations per share, faasic and diluted net income from continuing operat per share which are not alre
otherwise set forth on the face of our statemehitscome:

For the Three Months
Ended For the Six Months Ended
June 30 June 30

2012 2011 2012 2011
(Amounts in thousand:

Net income allocable to common shareholc
from continuing operations and discontinued
operations

Net income allocable to common shareholt$ 132,34: $ 131,51!' $§ 257,68t $ 279,57

Eliminate: Discontinued operations alloca

to common shareholders (14C) (179) (281) (1)
Net income from continuing operations

allocable to common shareholders $ 132,200 $ 131,33t $ 257,40' $ 279,57:

Weighted average common shares
equivalents outstandin
Basic weighted average common shares

outstanding 170,49¢ 169,49. 170,40: 169,40«
Net effect of dilutive stock options - based

treasury stock method 1,06¢ 90¢ 1,08t 98¢&
Diluted weighted average common shares
outstanding 171,56( 170,40: 171,48 170,39:
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PUBLIC STORAGE
CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012

(Unaudited)
3. Real Estate Facilitie
Activity in real estate facilities is as follows:
Six Months Ende
June 30, 201
(Amounts in
thousands
Operating facilities, at cos
Beginning balance $ 10,777,57
Capital improvements 40,29¢
Acquisition of real estate facilities 92,28:
Current development 1,622
Impact of foreign exchange rate changes 251
Ending balance 10,912,02
Accumulated depreciatiol

Beginning balance (3,398,379
Depreciation expense (169,78
Impact of foreign exchange rate changes (93
Ending balance (3,568,25)
Total real estate facilities at June 30,
2012 $ 7,343,77!

During the six months ended June 30, 2012, we eadjuen operating sefftorage facilities (848,000 net rentable squaré) fiee ar
aggregate cost of $88.1 million of cash. The agmpe cost was allocated $81.9 million to real estatilities and $6.2 million to intangible as:
for acquired tenants in place.

During the six months ended June 30, 2012, we begaonsolidate a limited partnership that we heal/ipusly accounted for using 1
equity method (see Note 4). The three sadfage facilities (183,000 net rentable squars) feened by this entity, having an aggregate fearke
value of $10.4 million, have been added to our afixey facilities.

4. Investments in Real Estate Entit

The following tables set forth our investmentshia tynconsolidated Real Estate Entities at Jun@@Y and December 31, 2011, and
equity in earnings of the Unconsolidated Real EsEattities for the three and six months ended 30n2012 and 2011 (amounts in thousands):

Investments in
Unconsolidated
Real Estate Entities

December 3:

June 302012 2011
PSB $ 319,60( $ 328,50¢
Shurgard Europ 375,19¢ 375,46°
Other Investments 8,65¢ 10,65:
Total $ 703,45¢ $ 714,62"
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PUBLIC STORAGE
CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012
(Unaudited)

Equity in Earnings of Equity in Earnings of
Unconsolidated Real Estate Unconsolidated Real Estate
Entities for the Three Montl Entities for the
Ended June 3( Six Months Ended June 3

2012 2011 2012 2011
PSB $ 731 $ 6,081 $ 2,62¢ $ 14,86¢
Shurgard Europ 7,48( 6,247 14,32: 10,76¢
Other Investment 38E 447 763 852
Total $ 8,59¢ $ 12,77C $ 17,717 $ 26,48¢

During the six months ended June 30, 2012 and 20& Yeceived cash distributions from the Unconsaéid Real Estate Entities total
$22.1 million and $29.4 million, respectively.

Investment in PSB

PSB is a REIT traded on the New York Stock Exchaage controls an operating partnership. We ha42% common equity interest
PSB as of June 30, 2012 and December 31, 2011, rismdf our ownership of 5,801,606 shares of B®mmon stock and 7,305,355 limi
partnership units in the operating partnershipe Titmited partnership units are convertible at option, subject to certain conditions, on a one-for
one basis into PSB common stock. Based upon tising price at June 30, 2012 ($67.72 per shar&Bf @dmmon stock), the shares and unit
owned had a market value of approximately $887l6ami

The following tables set forth selected financiglormation of PSB; the amounts represent all of BS#lances and not our prate
share.

2012 2011
(Amounts in thousand:

For the six months ended June:

Total revenue $ 170,63: $ 146,77t
Costs of operation (55,837) (49,81))
Depreciation and amortizatic (54,447 (41,719
General and administratiy (4,685 (3,319
Other items (10,475 (1,957)
Net income 45,20( 49,98(
Net income allocated to preferred unitholders, gnrefd shareholders a

restricted stock unitholders (a) (38,849 (13,787
Net income allocated to common shareholders andmamunitholders  $ 6,351 $ 36,19¢

€) Includes EITF D-42 allocations to preferregiigy holders of $13.5 million and fro n
preferred equity holders of $7.4 million, during tsix months ended June 30, 2012 and 2011,
respectively, related to P!s redemption of preferred securiti

June 30, December 3!
2012 2011
(Amounts in thousand:

Total assets (primarily real esta $ 211337 $ 2,138,61

Debt 521,66: 717,08:
Other liabilities 68,34¢ 60,94(
Preferred stock and uni 787,25( 604,12¢
Common equity and uni 736,11¢ 756,46t
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PUBLIC STORAGE
CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012
(Unaudited)

Investment in Shurgard Europe

For all periods presented, we had a 49% equitysimrent in Shurgard Europe. On March 2, 2011, Sirdrgurope acquired the 8
interests it did not own in two joint ventures tloained 72 self-storage facilities located in Europerating under the “Shurgardame. We ar
our joint venture partner provided the fundingtlis acquisition (See Note 5).

Changes in foreign currency exchange rates causedneestment in Shurgard Europe to decrease appataly $5.0 million an
increase approximately $16.5 million during the mignths ended June 30, 2012 and 2011, respectively.

For all periods presented, we also received intevasthe loans due from Shurgard Europe and tradeli@ense fees. For financ
statement purposes, 49% of the interest and lickresehave been classified as equity in earningsnobnsolidated real estate entities anc
remaining 51% as interest and other income, afogétin the following table:

For the Three Months  For the Six Months
Ended Ended
June 30 June 30

2012 2011 2012 2011
(Amounts in thousand:

Our 49% equity share of Shurgard Eurgpeét incom
(loss) $ 271t $ (1,599 $ 4,70C $ (3,609
Add our 49% equity share of amounts received f
Shurgard Europe
Interest on loans due from Shurgard Eur 4,46¢ 7,51 9,027 13,80¢
Trademark license fee 297 324 59& 571

Total equity in earnings of Shurgard Europe $ 7480 $ 6,242 $ 1432: $ 10,76¢

The following table sets forth selected consolidafi@ancial information of Shurgard Europe. Thesaeounts are based upon al
Shurgard Europe’s balances for all periods (ineigdihe consolidated operations of 72 stifrage facilities formerly owned by the two j
ventures), rather than our pro rata share, antased upon our historical acquired book basis.

For the Three Months  For the Six Months

Ended Ended
June 30 June 30
2012 2011 2012 2011
(Amounts in thousand:
Self-storage and ancillary revent $ 6054¢ $ 66,02 $ 121,32 $ 128,27:
Interest and other incon 35 86 18¢ 203
Self-storage and ancillary cost of operatis (24,819 (27,68)) (49,82) (53,967)
Trademark license fee payable to Public Sto (60€) (661) (1,219 (1,166
Depreciation and amortizatic (24,959  (18,23¢) (31,669 (36,707
General and administratiy (3,499 (2,929 (6,187) (5,620
Interest expense on third party d (2,004 (3,776 (4,52¢) (7,297
Interest expense on debt due to Public Sto (9,119  (15,34) (18,42 (28,17¢)
Expenses from foreign currency exchange (49) (749) (97) (10€)
Net income
(loss) $ 554 % (3269% 959 ¢ (4,549
Net income allocated to permanent noncontrol
equity interests - - - (2,81€)
Net income (loss) allocated to Shurgard Europe $ 554( $ (3,269 $ 9592 $ (7,369
Average exchange rates Euro to the U.S. d 1.28¢ 1.43¢ 1.297 1.40z2
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PUBLIC STORAGE
CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012

(Unaudited)
June 30, December 3:
2012 2011

(Amounts in thousand:
Total assets (primarily sestorage facilities $ 1,362,90. $ 1,430,30
Total debt to third partie 238,17t 280,06!
Total debt to Public Storag 391,14¢ 402,69:
Other liabilities 76,18: 85,917
Equity 657,39¢ 661,63:
Exchange rate at end of period Euro to the U.Sad 1.25¢ 1.29¢

Other Investments

At June 30, 2012, the “Other Investmenistlude an aggregate common equity ownership ofaqmately 26% in various limite
partnerships that collectively own 14 self-storéayglities.

During the six months ended June 30, 2012, we begannsolidate a limited partnership due to a gleain control. As a result, \
recorded a gain of $1.3 million on the disposit@hour existing investment, representing the défere between the aggregate fair value o
investment ($3.1 million) and the book value ($iBlion). The $3.1 million fair value of our exisg investment was allocated to real e¢
facilities ($10.4 million), intangible assets ($@fllion), and permanent noncontrolling interesk8.2 million).

The following table sets forth certain condenseduvicial information (representing all of these t&@gl balances and not our prate
share) with respect to the Other Investments:

2012 2011
(Amounts in thousand:

For the six months ended June:

Total revenu $ 6,64¢ $ 6,432
Cost of operations and other exper (2,58)) (2,577)
Depreciation and amortization (1,067) (1,145

Net income $ 3,00¢ $ 2,712

June 30 December 3:
2012 2011

(Amounts in thousand:

Total assets (primarily sestorage facilities $ 29,15t $ 29,55¢
Total accrued and other liabiliti 1,19: 1,36:
Total Partner equity 27,96: 28,19:

5. Loans Receivable from Unconsolidated Real Estat#i&s

On February 9, 2011, we loaned PSB $121.0 millidhe loan had a six-month term and bore intereatrate of threenonth LIBOF
plus 0.85% (1.13% per annum for the term of then)odor the three and six months ended June 301,2@e recorded interest income
approximately $0.3 million and $0.5 million, respieely, related to the loan. The loan was repai@011.

As of June 30, 2012 and December 31, 2011, we hadradenominated loan receivable from Shurgard Europh wibalance «
€311.0 million at both periods ($391.1 million andu30, 2012 and $402.7 million at December 31, POthich bears interest at a fixed rati
9.0% per annum and matures February 15, 2015. uBeaae expect repayment of this loan in the fordeduture, foreign exchange rate gair
losses due to changes in exchange rates betweéutbeand the U.S. Dollar are recognized in incoumgler “foreign currency gain.We havi
received a total of €80.9 million in principal rgpaents on this loan since its inception on MarchZZ08.
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PUBLIC STORAGE
CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012
(Unaudited)

On February 28, 2011, we provided bridge finanecm§hurgard Europe totaling $237.9 million, whithised to acquire its partne30¥%
interests in two affiliated joint ventures on Marzh2011. This loan bore interest at a fixed it@.0% per annum and was denominated in
Dollars. On June 15, 2011, our joint venture parin Shurgard Europe effectively purchased 51%efloan from us for $121.3 million and ti
the entire loan balance was effectively exchangearh equity interest in Shurgard Europe.

For the three and six months ended June 30, 20&2reworded interest income of approximately $4.Ifioni and $9.4 million
respectively, as compared to $7.8 million and $lsillion for the same periods in 2011, related lhe Eurodenominated loan to Shurg:
Europe. These amounts reflect 51% of the aggregteeest on the loan, with the other 49% clasdifis equity in earnings of unconsolidated
estate entities. In addition, we received $1.7ionilfrom our joint venture partner for funding B4% pro rata share of Shurgard Eurepedst t
acquire the interests, and recorded this amoumnte®st and other income for the three and sixthmanded June 30, 2011.

Although there can be no assurance, we believeStmatgard Europe has sufficient liquidity and delfal, and we have sufficient cred
rights, such that credit risk relating to our IdanShurgard Europe is mitigated. In addition, vedidve the interest rates on the loan to Shui
Europe approximate the market rate for loans wiithilar credit characteristics and tenor, and tht ¢arrying values of the loans to Shur
Europe approximate fair value. The characteristicthe loan to Shurgard Europe and comparativeiosetitilized in our evaluation repres
significant unobservable inputs, which are “Levelrputs as the term is utilized in Codificationclien 820-10-35-52.

6. Line of Credit and Notes Payal

We have a $300 million revolving line of credit €tfiCredit Facility”) that expires on March 21, 2017. Amounts drawn ten Gredi
Facility bear an annual interest rate ranging ftdBOR plus 0.925% to LIBOR plus 1.850% dependingoain credit ratings (LIBOR plus 0.95(
at June 30, 2012). In addition, we are requireday a quarterly facility fee ranging from 0.125%r gnnum to 0.400% per annum dependin
our credit ratings (0.125% per annum at June 302P0We had no outstanding borrowings on our Grealility at June 30, 2012 or at Augus
2012. We had undrawn standby letters of creditickvineduce our borrowing capacity with respecthe Credit Facility by the amount of 1
letters of credit, totaling $15.3 million at Jun@ 2012 ($18.4 million at December 31, 2011).

The carrying amounts of our notes payable at Juhe2812 and December 31, 2011 consist of the fatigw(dollar amounts |
thousands):
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PUBLIC STORAGE
CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012
(Unaudited)

June 302012

Unsecured Notes Payable:

5.9% effective and stated note rate, interest anly payable ser-
annually, matures in March 20. $ 186,46(

Secured Notes Payabl:

5.1% average effective rate, secured by 70 faslivith a net book valu
of approximately $421 million at June 30, 2012 atated note rates
between 4.95% and 7.43%, maturing at varying datéseen
September 2012 and September 2028 (carrying anmeiates
$1,641 of unamortized premium at June 30, 201232865 at
December 31, 2011) 182,26¢

Total notes payable $ 368,72

December 3:
2011

$ 186,46(

211,85:

$ 398,31«

Substantially all of our debt was assumed in cotimeavith the acquisition of real estate. An iaitpremium or discount is establisl

for any difference between the stated note balandeestimated fair value of the debt assumed. ifhial premium or discount is amortized o
the remaining term of the debt using the effeciiterest method.

2012.

Unsecured Secured

The notes payable and Credit Facility have varmustomary restrictive covenants, all of which waevim compliance with at June -

At June 30, 2012, approximate principal maturiésur notes payable are as follows (amounts inshads):

Notes Notes
Payable Payable Total

2012 (remainder) $ - $ 22,58: % 22,58¢
2013 186,46( 78,39: 264,85:
2014 - 35,127 35,127
2015 - 30,00¢ 30,00¢
2016 - 10,06t 10,06t
Thereafter - 6,097 6,092

$ 186,46( $ 182,26¢ $  368,72¢
Weighted average effective re 5.9% 5.1% 5.5%

was capitalized for the six months ended June @02 2$0.2 million for the same period in 2011).

Noncontrolling Interest

Cash paid for interest totaled $11.5 million an&.$1million for the six months ended June 30, 2848 2011, respectively. No intel

Third party interests in the net assets of the Blidites that can require us to redeem their istsyeother than pursuant to a liquidatio

the subsidiary, are presented at estimated fairevat “Redeemable Noncontrolling Interesté/é estimate fair value by applying the liquida
provisions of the governing documents to our edtinadi the fair value of the underlying net assptin€ipally real estate assets). Any adjustrr
recorded due to changes in the fair value of theteeests are recorded against retained earniAtjother noncontrolling interests are presel
on our balance sheets as a component of equityitfEgf Permanent Noncontrolling Interests.”
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CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012
(Unaudited)

Redeemable Noncontrolling Interests

At December 31, 2011, the Redeemable Noncontrollhitgrests represented ownership interests in 8ialbss that own 14 sefftorag
facilities. During the three months ended MarchZ112, we acquired all the outstanding Redeentdbieontrolling Interests for $19.9 million
cash, of which $11.9 million was recorded as a c&dn to redeemable noncontrolling interests and $8illion was recorded as a reductiol
paidin capital. No further income will be allocateddano further distributions will be paid to theseeirests after March 31, 2012. During
three months ended June 30, 2011, we allocatetleofd$0.2 million of income to these interesBuring the six months ended June 30, 201z
2011, we allocated a total of $0.2 million and $®llion, respectively, of income to these inteseand paid distributions to these interests tog
$0.6 million during each respective period.

Permanent Noncontrolling Interests

At June 30, 2012, the Permanent Noncontrollingresis have ownership interests in Subsidiariesdhat 15 selfstorage facilities ar
own 231,978 partnership units (the “Convertibletfanrship Units”) in a subsidiary that are convéetibn a one-fone basis (subject to cert
limitations) into common shares of the Companyhatdption of the unitholder. During the three ahdmonths ended June 30, 2012, we alloc
a total of $0.8 million and $1.4 million, respeetiy, in income to our Permanent Noncontrolling tagts. During the same periods in 2011
allocated a total of $4.3 million and $8.5 milliespectively, in income to our Permanent Noncdiimig Interests. During the six months en
June 30, 2012 and 2011, we paid distributions tdPmiimanent Noncontrolling Interests totaling $®illion and $6.6 million, respectively.

As described more fully in Note 4, we increasedrierent Noncontrolling Interests during the six mienénded June 30, 2012 a t
of $8.2 million in connection with consolidatingrartnership.

During the six months ended June 30, 2012, we esdj@Edditional interests in the Subsidiaries foi0%tillion in cash, of which $0
million was recorded as a reduction to permanentantrolling interests and the remainder as a roluto paid-in capital.

During the year ended December 31, 2011, we adafjltermanent Noncontrolling Interests in five Sulasids representing pub
limited partnerships pursuant to mergers describédote 9, and interests in 14 additional subsid&rfor an aggregate of $175.5 million in ¢
and our common shares.

8. Public Storage Sharehold’ Equity

Cumulative Preferred Shares

At June 30, 2012 and December 31, 2011, we hafbllogving series of Cumulative Preferred Sharestanding:
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PUBLIC STORAGE
CONDENSED NOTES TO FINANCIAL STATEMENTS
June 30, 2012

(Unaudited)
At June 30, 201 At December 31, 201
Earliest
Redemption Dividenc Shares Liquidation  Shares Liquidation
Series Date Rate Qutstandine Preference Outstandin Preference
(Dollar amounts in thousand
Series W 10/6/0¢  6.50(% -3 - 530( $ 132,50(
Series X 11/13/0¢  6.45(% 4,80( 120,00( 4,80( 120,00(
Series Y 1/2/0¢  6.85(% - - 350,90( 8,77:
Series Z 3/5/0¢  6.25(% 4,50( 112,50( 4,50( 112,50(
Series A 3/31/0¢  6.125% 4,60( 115,00( 4,60( 115,00(
Series C 9/13/0¢  6.60(% - - 4,42°¢ 110,62!
Series C 2/28/1C  6.18(% 5,40( 135,00( 5,40( 135,00(
Series E 4/27/1C  6.75(% - - 5,65( 141,25(
Series F 8/23/1(  6.45(% 9,89: 247,32! 9,89: 247,32!
Series L 10/20/1:  6.75(% - - 8,267 206,66"
Series M 1/9/1z2  6.62% - - 19,06¢ 476,63:
Series N 7/2/1z  7.00(% - - 6,90( 172,50(
Series C 4/15/1F 6.87*% 5,80( 145,00( 5,80( 145,00(
Series F 10/7/1¢  6.50(% 5,00( 125,00( 5,00(¢ 125,00(
Series 4/14/1¢  6.50(% 15,00( 375,00( 15,00( 375,00(
Series 7/26/1¢  6.35(% 19,50( 487,50( 19,50( 487,50(
Series ¢ 1/12/17  5.90(% 18,40( 460,00( - -
Series T 3/13/17 5.75(% 18,50( 462,50( - -
Series L 6/15/17 5.625% 11,50( 287,50( - -
Total Cumulative Preferred Shari 122,89. $ 3,072,32! 475,000 $ 3,111,27,

The holders of our Cumulative Preferred Shares hgeeaeral preference rights with respect to liguadatand quarter!
distributions. Except under certain conditions aschoted below, holders of the Cumulative Prefe8hares will not be entitled to vote on n
matters. In the event of a cumulative arrearageletp six quarterly dividends, holders of all datgling series of preferred shares (voting
single class without regard to series) will have tight to elect two additional members to serveoanBoard of Trustees until the arrearage
been cured. At June 30, 2012, there were no didgién arrears.

Except under certain conditions relating to the @any’s qualification as a REIT, the Cumulative Prefer8thres are not redeems
prior to the dates indicated on the table above.oD after the respective dates, each of the sefieSumulative Preferred Shares will
redeemable, at the option of the Company, in whol@ part, at $25.00 per share (or depositaryesharthe case may be), plus accrued and L
dividends. Holders of the Cumulative Preferredr8sao not have the right to require the Compamgdeem such shares.

Upon issuance of our Cumulative Preferred Sharelseokficial interest, we classify the liquidatioalue as preferred equity on
balance sheet with any issuance costs recordedeaietion to paid-in capital.

In January 2012, we issued 18.4 million depositrgres each representing 1/1,000 of our 5.900% @diresPreferred Shares, Serie
for gross proceeds of $460.0 million, and we inedr$14.6 million in issuance costs.

In March 2012, we issued 18.5 million depositargrsls each representing 1/1,000 of our 5.750% CudivellRreferred Shares, Serie
for gross proceeds of $462.5 million, and we inedr$14.7 million in issuance costs.
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June 30, 2012
(Unaudited)

In June 2012, we issued 11.5 million depositaryeshaach representing 1/1,000 of our 5.625% Cuimeal&referred Shares, Series U
gross proceeds of $287.5 million, and we incurre@d $nillion in issuance costs.

In the six months ended June 30, 2012, we redeaae®eries E, Series L, Series M and Series Y Catinel Preferred Shares,
par. The aggregate redemption amount, before patyofieaccrued dividends, was $833.3 million.

In the three months ended June 30, 2012, we clalie@demption our Series C, Series N, and SeriegSuhulative Preferred Shares. °
aggregate liquidation value (at par) of $415.6 ionillwas reclassified as a liability at June 30, 20The Series N and Series C Cumule
Preferred Shares were redeemed in July 2012 arSetties W Cumulative Preferred Shares will be reaekon August 6, 2012.

In April and May 2011, we issued 15.0 million depay shares each representing 1/1,000 of our 8&6C0imulative Preferred Shar
Series Q for gross proceeds of $375.0 million, @wrdncurred $11.3 million in issuance costs.

In May and June 2011, we redeemed our Series | Gitivel Preferred Shares, at par. The aggregatmption amount, before paym
of accrued dividends, was $517.5 million.

We recorded a $13.4 million and a $38.3 million EID-42 allocation of income from our common sharehaderthe holders of o
Cumulative Preferred Shares in the three and sintihsoended June 30, 2012, respectively, in cormeetith our preferred redemption activit
(%$15.9 million for the three and six months endexel30, 2011).

Dividends

Common share dividends, including amounts paid uo restricted share unitholders, totaled $188.%onil ($1.10 per share) a
$161.5 million ($0.95 per share), for the three thenended June 30, 2012 and 2011, respectively,$&i@.4 million ($2.20 per share) ¢
$297.4 million ($1.75 per share), for the six menémded June 30, 2012 and 2011, respectivelyerPeef share dividends totaled $51.9 mil
and $58.6 million for the three months ended Juhe2812 and 2011, respectively, and $107.0 milliod $116.3 million for the six months en
June 30, 2012 and 2011, respectively.

Related Party Transactio

The Hughes Family owns approximately 16.0% of @mmon shares outstanding at June 30, 2012.

The Hughes Family has ownership interests in, gretaies, approximately 53 self-storage facilite€€anada (“PS Canadalsing tht
“Public Storage” brand name pursuant to a non-&ked) royaltyfree trademark license agreement with the CompaMg. currently do not ow
any interests in these facilities nor do we own é&ajlities in Canada. We have a right of firsfusal to acquire the stock or assets ol
corporation that manages the 53 stirage facilities in Canada, if the Hughes Familyhe corporation agrees to sell them. Howeverhewve n
interest in the operations of this corporation,h@ge no right to acquire this stock or assets sriles Hughes Family decides to sell and we re
no benefit from the profits and increases in vafithe Canadian self-storage facilities.

We reinsure risks relating to loss of goods stdngdenants in the sefftorage facilities in Canada. During each of tlxamonth period

ended June 30, 2012 and 2011, we received $0.®mill reinsurance premiums attributable to the agigam facilities. Since our right to prov
tenant reinsurance to the Canadian facilities neagumslified, there is no assurance that these pramvill continue.
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PS Canada holds approximately a 2.2% interest on-fSE, a consolidated entity that provides liabilitydacasualty insurance for
Canada, the Company and certain affiliates of tw@any for occurrences prior to April 1, 2004.

On August 23, 2011, we completed mergers to acquliiref the units of limited partnership interesidageneral partnership interests
did not already own in each of five affiliated petships. For three of these partnerships, Mr.hdagvas a cgeneral partner along with 1
Company. These mergers were approved by Publia@toand the Hughes Family, who together own anibgjof the limited partnership un
outstanding and therefore could approve the mengéhout the vote of the other limited partnersheTmerger consideration was based |
independent appraisals, dated April 5, 2011, fromationally recognized appraisal firm, with alldoat of the net asset value based upor
liquidation provisions of the relevant partnerstijgcuments. Under the merger agreements, the Hugdregy sold all of its general and limit
partnership interests in these five partnershipgfproximately $54.6 million, reflecting the sapricing and terms as the public limited part
(see “Permanent Noncontrolling Interests” in NatéNoncontrolling Interests”). In addition, on Ausgt 23, 2011, the Hughes Famdyihterests i
a private REIT owned by the Company and the Hudfaasily were acquired for approximately $0.2 millidrased upon the merger value of
interests in these five partnerships owned by tivafe REIT. Our Board of Trustees appointed acpeommittee of independent trustee
review the terms of these acquisitions. The specamittee unanimously determined that the trafisas were advisable and fair to and in
respective best interests of Public Storage andhtreholders not affiliated with the Hughes Famdg well as fair to the public limit
partners. The Company also engaged an investraaiirty firm who concluded that the consideratiorereed in the mergers by the unaffilia
limited partners was fair to them, from a finangiaint of view. As a former trustee, Mr. Hughesndemnified for any litigation arising from tt
transaction pursuant to the indemnification agregmee have with each Public Storage trustee.

On June 30, 2011, we acquired interests in 18 iaddit limited partnerships from the Hughes Familihe acquisition price was bat
upon independent appraisals of the partnerstigusiities, dated April 5, 2011, from a nationatgcognized appraisal firm, with allocation of
net asset value based upon the liquidation pravésif the relevant partnership documents. We padHughes Family $13.3 million for th
interests. The special committee of our Board rofsees also reviewed the terms of each of thesghases and unanimously determined the
purchases were fair to and in the respective Inéstests of Public Storage and its shareholdergffibated with the Hughes Family. As of Ji
30, 2012, Mr. Hughes has withdrawn as general paimall of these partnerships.

SharéBased Compensation

Under various share-based compensation plans,dh®ény can grant non-qualified options to purctheeCompanys common share
as well as restricted share units (“RSUs$8){rustees, officers, service providers, and kapleyees. The terms of these grants are establisy
an authorized committee of our Board of Trustees.

Stock options and RSUs are considered “granted™antstanding” [egal grant date notwithstanding) as the termauaesl herein, whe
i) the Company and the recipient reach a mutuaérsidnding of the key terms of the award, ii) the has been authorized in accordance
the Companys share grant approval procedures, iii) the reptgiegins to be benefited from or adversely afféttg changes in the market p1
of our stock, and iv) it is probable that any perfance and service conditions will be met.

We amortize the grardate fair value of awards (net of anticipated fiufes) as compensation expense over the servigedperThe
service period generally begins on the grant datkemds on the earlier of the vesting date or #ie @hen the recipient would not forfeit unve:
grants upon termination. Where i) all the requieets of a grant have been met, except that the @oynand the recipient have not reach
mutual understanding of the key terms of the awand, ii) no future services are required followthg grant date, the service period begins o
date services begin to be provided rather thamemtant date.
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We have elected to use the straitjine- attribution method with respect to awards tratearned solely based upon the passage of tid
continued employment. Awards with performance dioms are amortized using the accelerated atiohutnethod, with each vesting amorti.
separately over the individual vesting period. e Bmployer portion of taxes is expensed as incurred

Stock Options

Stock option exercise prices are equal to the mipsiading price of our common shares on the deg are legally granted, vest ove
three to five-year period, and expire ten yearsrdfte legal grant date. We use the Bl&ckoles option valuation model to estimate thevalue
of our stock options.

Outstanding stock option grants are included omexfor-one basis in our diluted weighted average shaoet)et extent dilutive, aft
applying the treasury stock method (based upomtkeage common share price during the period)sorasd exercise proceeds and measure
unrecognized compensation.

For the three and six months period ended Jun€@D2, we recorded $0.6 million and $1.3 millionspectively, in compensati
expense related to stock options, as compared.8rfillion and $1.5 million for the same period2ii11.

During the six months ended June 30, 2012, 35,08tk ©ptions were granted, 223,019 options wereotsed and 27,400 options w
forfeited. A total of 2,375,647 stock options wergstanding at June 30, 2012 (2,591,066 at Dece81he2011).

Restricted Share Units

RSUs vest ratably over a three to eigb&r period from the date they are legally grantEde grantee receives additional compenss
classified as dividends paid, equal to the gfeare dividends received by common shareholdergdich outstanding RSU. When RSUs
forfeited, any dividends previously paid on suchfdited RSUs are expensed. When RSUs vest, theegraeceives common shares equal t
number of vested RSUs, less common shares withihnekchange for tax deposits, equal to the vedtisig-fair value of the withheld shares, n
by the Company to satisfy the employee’s statutaxyliabilities arising from the vesting.

The fair value of our RSUs is determined based uperapplicable closing trading price of our comnsbares.

During the six months ended June 30, 2012, 149RS0s were granted, 43,772 RSUs were forfeited &8J863 RSUs vested. T
vesting resulted in the issuance of 81,710 comniames. In addition, tax deposits totaling $6.4lionl were made on behalf of employee
exchange for 47,143 common shares withheld upotinges

At June 30, 2012, 678,024 RSUs were outstanding,4B® at December 31, 2011). A total of $5.4 milland $10.0 million in RS
expense (including employer taxes incurred uporingswas recorded for the three and six monthsedndune 30, 2012, respectively
compared to $6.0 million and $10.3 million for theeme periods in 2011.

See also “net income per common shareNote 2 for further discussion regarding the ietpaf RSUs and stock options on our
income per common and income allocated to commaresiolders.
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11. Segment Informatio

Our reportable segments reflect the significant ponents of our operations that are evaluated sighatay our chief operating decisi
maker and have discrete financial information akd#é. Our segments are organized based upon atiffes in the nature of the underly
products, services, and whether the operationcatéal in the U.S. or outside the U.S. In makirgpuece allocation decisions, our chief opere
decision maker reviews the net income from contigwperations of each reportable segment includéide tables below, excluding the impac
depreciation and amortization, gains or losses ispodition of real estate facilities, and real &sianpairment charges. The amounts for
reportable segment included in the tables belowirax@nformity with GAAP and our significant accding policies as denoted in Note 2,
exclude ancillary revenues and expenses, intemestrie (other than from Loans Receivable from Unclidated Real Estate Entities), intel
expense, general and administrative expense, dnsd gad losses on the early repayment of debt, nbmdnich can be allocated to any reporti
segment. Our chief operating decision maker doesansider the book value of assets in makinguresoallocation decisions.

Following is the description of and basis for preagon for each of our segments.

Domestic SelStorage Segment

The Domestic Self-Storage Segment includes the atipes of the 2,055 sefitorage faciliies owned by the Company and
Subsidiaries, as well as our equity share of tHeeOinvestments. For all periods presengedhstantially all of our real estate facilitiesodwvill
and other intangible assets, other assets, andeatand other liabilities are associated with tieenBstic Self-Storage Segment.

European SelfStorage Segment

The European Self-Storage segment comprises oeresitin Shurgard Europe, which has sédi-age operations in seven wes
European countries. It has a separate manageeemnt that determines the strategic direction fa @gment under the direction of our ¢
operating decision maker and our joint venturenartvhich owns a 51% equity interest in Shurgartbpe. The European Setorage segme
presentation includes our equity share of Shurgandpes operations, the interest and other income redefgen Shurgard Europe, as well
foreign currency exchange gains and losses thaitaiibutable to Shurgard Europe. Our balancetshekides an investment in Shurgard Eul
(Note 4) and a loan receivable from Shurgard Eu(dlzge 5).

Commercial Segment

The Commercial segment comprises our investmeR®SB, a selfmanaged REIT with a separate management team thlagnit:
financing, capital allocation and other significatgcisions. The Commercial segment also includesdirect interest in certain commer:
facilities, substantially all of which are managedPSB. The Commercial segment presentation ieslwlir equity earnings and interest inc
from PSB, as well as the revenues and expensesiroE@mmercial facilities. At June 30, 2012, thees of the Commercial segment
comprised principally of our investment in PSB (dld).

Presentation of Segment Information

The following tables reconcile the performance adlesegment, in terms of segment income, to ounoemme (amounts in thousands):
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For the three months ended June 30, 2012

Revenues:
Self-storage facilities
Ancillary operations
Interest and other income

Expenses:

Cost of operations
Self-storage facilitie:
Ancillary operations

Depreciation and amortizatic

General and administratiy

Interest expense

Income from continuing operations bef
equity in earnings of unconsolidated
real estate entities, foreign currency
exchange loss, and gain on real este
sales

Equity in earnings of unconsolidated re
estate entitie

Foreign currency exchange Ic

Gain on real estate sal

Income (loss) from continuing operatic

Discontinued operations

Net income (loss

June 30, 2012
(Unaudited)

Other
Items
Not

Domestic European Allocated

Self- Self- to
Storage  Storage Commercial Segment:  Total
(Amounts in thousand:

$ 420,46t $ -$ -8 = 420,46t
- - 3,63¢ 28,09t 31,73
- 4,96( - 58C 5,54(
420,46¢ 4,96( 3,63¢ 28,67t  457,73¢
129,35! - - - 129,35!
- - 1,21¢ 8,56¢ 9,781
87,85( - 682 - 88,53:
- - - 12,41 12,41
- - - 5,067 5,067
217,20 - 1,89¢ 26,04¢ 245,15(
203,26: 4,96( 1,73¢ 2,62¢ 212,58¢
38t 7,48( 731 - 8,59¢
- (23,657 - - (23,657
1,262 - - - 1,263
204,90¢ (11,217 2,47( 2,62¢ 198,79:
14C - - - 14C
$ 205,04¢¢ (11,21)$ 2470 % 2,62¢ $ 198,93:
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(Unaudited)
For the three months ended June 30, 2011
Other
Items Not
Domestic European Allocated
Self- Self- to

Storage  Storage Commercial Segment:  Total
(Amounts in thousand:

Revenues:
Self-storage facilitie: $ 394,95 $ -$ -$ - $ 394,95
Ancillary operations - - 3,62( 25,271 28,891
Interest and other income - 9,85¢ 32¢& 392 10,57¢
394,95! 9,854 3,94¢ 25,66¢ 434,41¢
Expenses:
Cost of operations
Self-storage facilitie: 129,63: - - - 129,63:
Ancillary operations - - 1,352 8,24t 9,597
Depreciation and amortizatic 88,44: - 655 - 89,09¢
General and administratiy - - - 12,59: 12,59¢
Interest expense - - - 5,93: 5,93:
218,07! - 2,007 26,77 246,85:
Income (loss) from continuing operatio
before equity in earnings of
unconsolidated real estate entities,
foreign currency exchange gain and
loss on real estate sal 176,87¢ 9,85¢ 1,941 (2,107  187,56¢
Equity in earnings of unconsolidated re
estate entitie 447 6,24: 6,081 - 12,77(
Foreign currency exchange gi - 10,49¢ - - 10,49¢
Loss on real estate sal (70) - - - (70)
Income (loss) from continuing operatic  177,25! 26,59: 8,02 (1,107  210,76:
Discontinued operations 17¢ - - - 17¢
Net income (loss $ 177,43: $ 26,59: 8,02: $ (1,109 $ 210,94.
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(Unaudited)
For the six months ended June 30, 2012
Other
ltems
Not
Domestic European Allocated
Self- Self- to

Storage  Storage Commercial Segment:  Total
(Amounts in thousand:

Revenues:
Self-storage facilitie: $ 827,85 $ -$ -$ - $ 827,85
Ancillary operations - - 7,13¢ 53,87( 61,00¢
Interest and other income - 10,01¢ - 1,18(C 11,19¢
827,85! 10,01¢ 7,13¢ 55,05( 900,05¢
Expenses:
Cost of operations
Self-storage facilitie: 268,22° - - - 268,22°
Ancillary operations - - 2,52( 16,77¢ 19,29¢
Depreciation and amortizatic 174,03: - 1,38: - 175,41!
General and administratiy - - - 28,81¢ 28,81¢
Interest expens - - - 10,401 10,401
442,25¢ - 3,90: 55,99¢ 502,16:
Income (loss) from continuing operatio
before equity in earnings of
unconsolidated real estate entities,
foreign currency exchange loss, and
gain on real estate sal 385,59¢ 10,01¢ 3,23¢ (949 397,89¢
Equity in earnings of unconsolidated re
estate entitie 762 14,32: 2,62¢ - 17,711
Foreign currency exchange Ic - (11,500 - - (11,500
Gain on real estate sales 1,267 - - - 1,267
Income (loss) from continuing operatic 387,62: 12,83 5,86% (94¢)  405,37:
Discontinued operations 281 - - - 281
Net income (loss $ 387,90: $ 12,837 $ 5,862 $ (94€) $ 405,65.
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For the six months ended June 30, 2011

June 30, 2012
(Unaudited)

Revenues:
Self-storage facilities
Ancillary operations
Interest and other income

Expenses:

Cost of operations
Self-storage facilitie:
Ancillary operations

Depreciation and amortizatic

General and administratiy

Interest expense

Income (loss) from continuing operatio
before equity in earnings of
unconsolidated real estate entities,
foreign currency exchange gain and
gain on real estate sal

Equity in earnings of unconsolidated re
estate entitie

Foreign currency exchange gi

Gain on real estate sal

Income (loss) from continuing operatic

Discontinued operations

Net income (loss

Other
Items Not
Domestic European Allocated
Self- Self- to
Storage  Storage Commercial Segment:  Total
(Amounts in thousand:
$ 779,67 % -$ = - 779,67:
- - 7,42( 48,38¢ 55,80¢
- 16,65 522 1,163 18,34:
779,67: 16,65" 7,94: 49,54¢ 853,82(
264,87- - - - 264,87-
- - 2,86¢ 15,64¢ 18,51
176,21¢ - 1,32¢ - 177,54
- - - 26,82¢ 26,82¢
- - - 12,911 12,911
441,09( - 4,194 55,39( 500,67+
338,58: 16,657 3,74¢ (5,847 353,14t
852 10,76¢ 14,86¢ - 26,48t
- 41,74¢ - - 41,74¢
12€ - - - 12¢
339,56 69,17 18,61« (5,847  421,50¢
1 - - - 1
$ 339,56: $ 69,17: $ 18,61« $ (5,84)$ 421,50¢
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12. Commitments and Contingenci

Contingent Losses

We are a party to various legal proceedings andesulio various claims and complaints that haveeariin the normal course
business. We believe that the likelihood of theseding legal matters and other contingencies tiaguh a material loss to the Company, ei
individually or in the aggregate, is remote.

Insurance and Loss Exposure

We have historically carried customary propertytheguake, general liability and workers compensatioverage through internatione
recognized insurance carriers, subject to custoneasls of deductibles. The aggregate limits agséhpolicies of $75 million for property los
and $102 million for general liability losses angher than estimates of maximum probable loss tbatd occur from individual catastrop
events determined in recent engineering and aeligtridies; however, in case of multiple catastioplients, these limits could be exhausted.

Our tenant insurance program reinsures a programptfovides insurance to certificate holders adgaitesms for property losses due
specific named perils (earthquakes are not covieydtiese policies) to goods stored by tenants laselfistorage facilities for individual limits
to a maximum of $5,000. We have thjerty insurance coverage for claims paid exceefih@ million resulting from any one individual ey
to a limit of $15.0 million. At June 30, 2012, thewere approximately 700,000 certificate holdezkltby our selfstorage tenants participating
this program, representing aggregate coveragembajmately $1.6 billion. We rely on a thipghrty insurance company to provide the insur
and are subject to licensing requirements and agiguls in several states.

13. Subsequent Even

On July 19, 2012, we acquired one sstirage property located in Los Angeles, Califo(6ib,000 net rentable square feet) for a purc
price of $5.5 million in cash.

As of August 3, 2012, we were under contract, stitifecontingencies, to acquire two propertiesgigproximately $31 million.
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ltem 2. Managements Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis should bel ieaconjunction with our financial statements ayudes thereto.

Forward Looking Statements: This Quarterly Report on Form 10-Q contains forwkaieking statements within the meaning of the fet
securities laws. All statements in this document, other than statémef historical fact, are forwaldeking statements which may be identified by
use of the words "expects,” "believes," "apttes," "plans,” "will," "would," "should," "may,“estimates" and similar expressions. These faiwar
looking statements involve known and unknown rigkd uncertainties, which may cause our actual tesunld performance to be materially diffe
from those expressed or implied in the forward-logkstatements. As a result, you should not relaoy forwardiooking statements in this report,
which management may make orally or in writing frime to time, as predictions of future events goarantees of future performance. We cal
you not to place undue reliance on forwérdking statements, which speak only as of the ddtéhis report or as of the dates indicated in
statements. All of our forward-looking statemeints|uding those in this report, are qualified lieir entirety by this statement.

Factors and risks that may impact our future resaid performance include, but are not limitedhose described in Part I, Item 1A, "R
Factors" in our most recent Annual Report on Fo@¥KIfiled with the Securities and Exchange Comnaisgf'SEC”) on February 27, 2012 and in
other filings with the SEC and the following:

« general risks associated with the ownership andatipea of real estate including changes in demaatential liability fo
environmental contamination, natural disasters, aiekrse changes in laws and regulations govermiogerty tax, real estate ¢
zoning;

« risks associated with downturns in the national k@l economies in the markets in which we operaigluding risks related
current economic conditions and the economic hedlthur tenants

« the impact of competition from new and existing-sébrage and commercial facilities and other geralternatives;

« difficulties in our ability to successfully evalegatfinance, integrate into our existing operaticargl manage acquired and develc
properties

« risks associated with international operationsudiig, but not limited to, unfavorable foreign @ncy rate fluctuations and local
global economic uncertainty that could adverselgafour earnings and cash flov

« risks related to our participation in joint ventsire
« the impact of the regulatory environment as welhasonal, state, and local laws and regulatioctutting, without limitation, thos
governing environmental, tax and tenant insuranatters and real estate investment trusts (“REITesi} risks related to the imp

of new laws and regulation

« risk of increased tax expense associated eithér avigossible failure by us to qualify as a REITwith challenges to intercompe
transactions with our taxable REIT subsidiar

« disruptions or shutdowns of our automated processdsystems or breaches of our data security;

- difficulties in raising capital at a reasonabletcasd

30




« economic uncertainty due to the impact of war ootgsm.

We expressly disclaim any obligation to update plplor otherwise revise any forwatdeking statements, whether as a result of
information, new estimates, or other factors, evemtcircumstances after the date of this docunexaept where required by law. Accordingly,
should use caution in relying on forward-lookingtetents to anticipate future results.

Critical Accounting Policies

Managemens Discussion and Analysis of Financial Conditiond &esults of Operations discusses our financigéstants, which have be
prepared in accordance with United States (“U.§eherally accepted accounting principles (“GAAPThe preparation of our financial statements
related disclosures in conformity with GAAP and dliscussion and analysis of our financial conditoml results of operations requires manage
to make judgments, assumptions and estimates ffieat ghe amounts reported in our financial stateth@nd accompanying notes. The notes t
June 30, 2012 financial statements, primarily Nhtsummarize the significant accounting policied arethods used in the preparation of our fina
statements and related disclosures.

We believe the following are our critical accoungtipolicies, because they have a material impadherportrayal of our financial conditi
and results, and they require us to make judgnaerdsestimates about matters that are inherentlgrtaio.

Income Tax Expense: We have elected to be treated as a REIT, asatkfinthe Internal Revenue Code. As a REIT, waatdncur feder:
income tax if we distribute 100% of our REIT taxalhicome (generally, net rents and gains from pegperty, dividends, and interest) each year
if we meet certain organizational and operationd¢s. We believe we have met these REIT requirésrien2011 and for all other periods prese
herein. Accordingly, we have recorded no federabine tax expense related to our REIT taxable ircom

Our assumption that we have met the REIT requirésneould be incorrect, because compliance with tthe rules requires factt
determinations, and circumstances we have notifaehtould result in noncompliance with the taxjugements in current or prior years. For
taxable year that we fail to qualify as a REIT dod which applicable statutory relief provisiongddiot apply, we would be taxed at the rec
corporate rates on all of our taxable income fdeast that year and the ensuing four years, wéldoei subject to penalties and interest, and ot
income would be materially different from the amtsuestimated in our financial statements.

In addition, our taxable REIT subsidiaries are bda&aas regular corporations. To the extent thabuarts paid to us by our taxable RI
subsidiaries are determined by the taxing autlesritb be in excess of amounts that would be paieérusimilar arrangements among unrelated pe
we could be subject to a 100% penalty tax on tleesx payments. If we became subject to such dtpeag, our net income could be materii
overstated from our current estimates.

Impairment of Long-Lived Assets: Substantially all of our assets, consisting prilpaf real estate, are lonijred assets. The evaluatior
longdived assets for impairment involves identificatiohindicators of impairment, projections of futuoperating cash flows, and determining
values, all of which require significant judgmentdasubjectivity. Others could come to materialiffedtent conclusions than we did regarc
impairment. In addition, we may not have idendfgdl current facts and circumstances that maycaffapairment. Any unidentified impairment Ic
or change in assumptions as to cash flows or &ires, could have a material adverse impact offimamcial condition and results of operations.

Accruals for Operating Expenses: Certain of our expenses are estimated based apsnmptions regarding past trends and f
expectations, such as losses for workers compensainployee health plans, and estimated claimsdotenant reinsurance program. Our proj
tax expense represents one of our largest operatipgnses and has significant estimated compondfdst notably, in certain jurisdictions we do
receive tax bills for the current fiscal year urdfter our earnings are finalized, and as a reaultmust estimate tax expense based upon antid
implementation of regulations and trends. If thesemates and assumptions with respect to theseatipg expenses were incorrect, our expe
could be misstated.
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Accruals for Contingencies: We are exposed to business and legal liabilitysriskh respect to events that have occurred, bataordanc
with GAAP, we have not accrued for certain potdrdi@bilities because the loss is either not prdbaly not reasonably estimable or because we d
aware of the event. We could in the future aceditional amounts for such liabilities, due touiet events and the results of further investigadi
litigation. Such accruals could have a materiakease impact on our financial condition or resolt®perations.

Valuation of Real Estate and Intangible Assets Adaed: In reporting the acquisition of operating sslbrage facilities in our financ
statements, we must estimate the fair value ofahd, buildings, and intangible assets acquireth@se transactions. These estimates are base
many assumptions, subject to a significant degfgedgment, including estimating discount rateplaeement costs of land and buildings, future
flows from the tenant base in place at the timéhefacquisition, and future revenues to be earnddeapenses to be incurred with respect to acc
properties. We believe that the assumptions wd ase reasonable, however, others could come terially different conclusions as to the estimi
values, which would result in different depreciatiand amortization expense, gains and losses eno$akal estate assets, as well as the armr
included on our balance sheets for real estateirdadgible assets.

Overview

Our principal business activities include the asijigin, development, ownership and operation ofstelrage facilities which offer store
spaces for lease, generally on a month-to-montfs,bfts personal and business use. We are theda@vner of selftorage facilities in the U.!
which represents our Domestic S8lierage segment. A large portion of managemer iinfocused on maximizing revenues and managipgrese
at our selfstorage facilities, which is the primary driverair net income and cash flow from operations andrimuted 92% of our revenues for
six months ended June 30, 2012.

The remainder of our operations is comprised of Buropean SelStorage segment through our investment in Shur@andpe, oL
Commercial segment primarily through our investmenPS Business Parks, Inc. (“PSB&and the operations not allocated to any segmeah el
which is described in Note 11 to our June 30, 2izhcial statements.

The selfstorage industry is subject to general economiditioms, particularly conditions that affect theesding habits of consumers
moving trends.

Our ability to effectively deploy capital to expawodir asset base is an important component of cug-term growth strategy. Since -
beginning of 2010, we have acquired 63 self-storfagdities for approximately $408 million, noncoolling interests in subsidiaries owning self-
storage facilities for $196 million, and we inves®&117 million in Shurgard Europe which it usedwgjuire interests in self-storage facilities.

We believe that there may be opportunities to aegadditional selstorage facilities from third parties in the rend®n of 2012, because
continue to see setftorage facilities come to market. However, thisrsignificant competition for facilities marketéd many of the geograpt
locations we find attractive. As a result, thes@ be no assurance that we will be able to acdadiéties on terms we find attractive.

Due to our belief that acquisitions of self-stordagilities currently have a more favorable rattfusted return than development activities
have a nominal development pipeline at June 302.201

Other investments we have made in the past, andmake in the future, include i) further investmémtShurgard Europe to allow it

develop or acquire facilities, ii) further investnién PSB, and iii) the early retirement of debtredemption of preferred securities. There camd
assurance that these other investment alternativese attractive in the long-term, or will ever lavailable as investment alternatives.
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We believe that we are not dependent upon raisapital to fund our operations or meet our obligasiodue to our low levels of debt ¢
significant cash from operations available for pijiral payments on debt and reinvestment (see “Higuand Capital Resource$klow). Howeve
access to capital is important to growing our absse. We choose between the issuance of commbpraferred securities based upon the rel
cost of capital. For at least the last ten yeaeshave raised cash proceeds for growth and otitporate purposes primarily through the issuan
preferred securities, while we have issued comnepritye only in connection with mergers and the asijioin of interests in real estate entities.
ability to raise capital with favorable costs igpdadent upon capital market conditions. When ntareditions are favorable, we have generally
able to raise capital as necessary; however, tba@nebe no assurance that future market conditiofisp@rmit us to raise capital at favora
costs. During the year ended December 31, 201issued approximately $863 million of preferredwsées. During the six months ended June
2012, we issued another $1.2 billion of preferrecusities, including $288 million of preferred seties issued most recently at a coupon of 5.625%.

At June 30, 2012, we had approximately $438 millidrcash and we have access to a $300 milliondineredit which expires March 2
2017. In July 2012, we paid an aggregate of $28Bomto redeem our Series C and Series N Cumudaireferred Shares, and in August 201.
expect to pay $133 million to redeem our Seriesréfgrred shares. In July 2012, we paid $6 miltmmcquire a selétorage facility. As of August
2012, we are under contract (subject to continge)db acquire two facilities for an aggregate pase price of $31 million in cash. After Augus
2012, we have no other significant commitmentsl @3, when $265 million of existing debt comegdu

Results of Operation

Operating Results for the Three Months Ended June®, 2012 and 2011

For the three months ended June 30, 2012, net m@liocable to our common shareholders was $13Rlidmcompared to $131.5 millic
for the same period in 2011. Diluted earningsqmenmon share was flat at $0.77 for each periotnpsoved property operations and reduced inc
allocations to our preferred shareholders wereebffy a $34.2 million reduction in income causedfdmeign currency exchange gains and lo
incurred in translating the value of our Euro-deivated loan receivable from Shurgard Europe intb& Dollar equivalent.

Operating Results for the Six Months Ended June 3®@012 and 2011

For the six months ended June 30, 2012, net inaoeable to our common shareholders was $257 Ifomibr $1.50 per diluted comm
share, compared to $279.6 million or $1.64 pertddicommon share for the same period in 2011, septing a decrease of $21.9 million or $0.1«
diluted common share. This decrease is due ®@$%53.2 million reduction in income caused by fgneturrency exchange gains and losses incur
translating the value of our Eudenominated loan receivable from Shurgard Europe anU.S. Dollar equivalent, (ii) a $31.0 millisaduction i
income allocated to common shareholders, in coioreetith applying EITF D42 to preferred equity redemptions, offset pastiély (iii) improvec
property operations and (iv) reduced income allocatto our preferred shareholders based uporitdititns paid.

Funds from Operations

For the three months ended June 30, 2012, funds derations (“FFO"was $1.38 per diluted common share as compared.89 $or th
same period in 2011, representing a decrease @1 $0.

For the three months ended June 30, 2012, FFO mvaacted by a foreign currency exchange loss of A2@lion (compared to a $1(

million gain for the same period in 2011) and a.81@illion charge in applying EITF @2 due to redemptions of preferred securities (@weubto .
$15.9 million charge for the same period in 2011).
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For the six months ended June 30, 2012, FFO was3$2r diluted common share as compared to $2.88héo same period in 20:
representing a decrease of $0.15.

For the six months ended June 30, 2012, FFO waadteg by a foreign currency exchange loss of $tillin (compared to a $41.7 millic
gain for the same period in 2011) and a $43.9 oniltharge in applying EITF B2 due to redemptions of preferred securities (@mengto a $12
million charge for the same period in 2011).

Our FFO per share for the three and six monthsceddee 30, 2011 was also reduced $0.01 in eachdpasi a result of costs associated with
the acquisition of real estate facilities.

The following table provides a summary of the pears impact of the items noted above (unaudited):

Three Months Ended June { Six Months Ended June 3
Percentage Percentage
2012 2011 Change 2012 2011 Change

FFO per diluted common share prit

to adjustments for the followinc

items $ 16z $ 1.4:¢ 13.3% $ 3.06 $ 2.71 12.9%
Foreign currency exchange (loss)

gain (0.19 0.0€ (0.07%) 0.2t
Application of EITF [-42 (0.10 (0.09) (0.2¢) (0.0%)
Other items, ne - (0.07) - (0.07)
FFO per diluted common share, as

reported $ 1.3¢ $ 1.3¢ 0.7% $ 275 % 2.8¢ (5.2%

FFO is a term defined by the National AssociatibiReal Estate Investment Trusts. It is generadlfireed as net income before deprecie
with respect to real estate assets and gains aaddmn real estate assets. FFO is presentedsbenanagement and many analysts consider FFC
one measure of the performance of real estate auegpaln addition, we believe that FFO is helpfulinvestors as an additional measure o
performance of a REIT, because net income incltise$mpact of depreciation, which assumes thav#bee of real estate diminishes predictably
time, while we believe that the value of real esthictuates due to market conditions and in reseda inflation. FFO computations do not cons
scheduled principal payments on debt, capital img@moents, distributions and other obligations of @@mpany. FFO is not a substitute for our
flow or net income as a measure of our liquidityoperating performance or our ability to pay divide. Other REITs may not compute FFO in
same manner; accordingly, FFO may not be compasahteng REITs. The following table reconciles froor net income to FFO, and sets forth
calculations of FFO per share.
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Computation of Funds from Operations “FFO") allocable to
Common Shares:

Net income
Add back- depreciation and amortization, includi
discontinued operatior
Add back — depreciation from unconsolidated retdtes
investments
Eliminate— (gain) loss on sale of real estate investme
including discontinued operations
FFO allocable to our equity holde
Less allocations of FFO to other noncontrollingigginterests ir
subsidiaries
FFO allocable to Public Storage
shareholders
Less allocations of FFO t
Preferred shareholders, based on distributions
Preferred shareholders, based on redemp
Restricted shar
unitholders

Remaining FFO allocable to Common Shares
Diluted weighted average common shares outstanding
FFO per diluted common share
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Three Months Ended June

Six Months Ended June 3

2012

2011

2012

2011

(Amounts in thousands, except per share ¢

$ 198,93 $ 21094 $ 40565, $  421,50¢
88,58¢ 89,18¢ 175,52 177,73
18,82: 17,63¢ 38,56 34,42¢
(1,269 70 (1,269 12t
305,07 317,83 618,48 633,79
(1,502) (4,989 (3,220 (9,917)
303,57 312,85: 615,26 623,88
(51,910 (58,63 (107,00} (116,25()
(13,42) (15,899 (38,32) (15,89¢)
(86¢) (697) (1,797) (1,419

$ 237,37, $ 23762 $ 468,13( $ 490,31
171,56 170,40 171,48 170,39.

$ 13t $ 1.3¢ $ 275 $ 2.8¢




Real Estate Operation

Self-Storage OperationsOur selfstorage operations are by far the largest compoofentr operating activities, representing 92% of
revenues for the six months ended June 30, 2012.

Management analyzes the results of the Company'sdiidated self-storage operations in tgroups: (i) the Same Store Facilit
representing the facilities in the Domestic S&ibrage Segment that we have owned and operatadtabilized basis since January 1, 2010, andll
other facilities in the Domestic Seftorage Segment, which are newly acquired, newkgldged, or recently expanded facilities (the "NBame Stor
Facilities").

Self-Storage Operations

Summary Three Months Ended June { Six Months Ended June 3
Percentage Percentage
2012 2011 Change 2012 2011 Change
(Dollar amounts in thousand
Revenues:
Same Store Facilitie $ 394,70 $ 375,54 51% $ 778,62t $ 742,04 4.9%
Non Same Store Facilities 25,76¢ 19,41( 32.1% 49,22’ 37,63: 30.8%
Total rental
income 420,46¢ 394,95! 6.5% 827,85 779,67: 6.2%
Cost of operations:
Same Store Facilitie 121,04: 122,77¢ (1.4)% 251,72! 251,07: 0.2%
Non Same Store Facilities 8,31% 6,85¢€ 21.2% 16,50: 13,80 19.6%
Total cost of operatior 129,35! 129,63: (0.2% 268,22 264,87: 1.2%
Net operating income (a):
Same Store Facilitie 273,65’ 252,76" 8.2% 526,90: 490,96 7.2%
Non Same Store Faciliti¢ 17,45¢ 12,55¢ 39.(% 32,72t 23,82¢ 37.5%
Total net operating incorr 291,11: 265,32: 9.7% 559,62¢ 514,79 8.7%

Total depreciation and
amortization expense:

Same Store Facilitie (80,949 (83,509 (3.1)% (157,42 (161,45() (2.5%
Non Same Store Facilities (6,90¢) (4,939 40.(% (16,609 (14,76¢) 12.5%
Total depreciation and
amortization expense (87,850 (88,447 (0.79% (174,030 (176,216 (1.2)%
Total net
income $ 203,26: $ 176,87¢ 14% $ 38559 $ 338,58: 13.9%

Number of facilities at period en
Same Store Facilitie 1,941 1,941 -
Non Same Store Faciliti¢ 112 92 21.7%
Net rentable square footage at pel
end (in thousands

Same Store Facilitie 122,46« 122,46- -
Non Same Store Faciliti¢ 8,26¢ 6,58( 25.€%
(a) See “Net Operating Income” below fortlier information regarding this non-GAAP measure.

Net income with respect to our selierage operations increased by $26.4 million 08%4during the three months ended June 30, 2018y
compared to the same period in 2011. This waspdugarily to a 8.3% increase in net operating ineonith respect to our Same Store Facilities
to increased revenues driven primarily by highalized rents per occupied square foot, and a 3¥@%ase in net operating income with respe
the Non Same Store Facilities, due primarily to ithpact of the properties acquired in 2012 and 204&t income with respect to our setbrags
operations increased by $47.0 million or 13.9% mtwithe six months ended June 30, 2012, when comparthe same period in 2011. This was
primarily to a 7.3% increase in net operating ineowith respect to our Same Store Facilities dumd¢ceased revenues driven primarily by hig
realized rents per occupied square foot, and &@8h8rease in net operating income with respethéoNon Same Store Facilities, due primarily tc
impact of the properties acquired in 2012 and 2011.
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Same Store Facilities

The Same Store Facilities represent those 1,94Mtiescthat have been owned and operated on adligebbasis since January 1, 2010,
therefore, provide meaningful comparisons for 28ad 2012. The following table summarizes the hisaboperating results of these facilities:

Three Months Ended June !

Six Months Ended June 3

SAME STORE FACILITIES

Percentag Percentac
2012 2011 Change 2012 2011 Change
(Dollar amounts in thousands, except weighted ayeegamounts
Revenues
Rental income $ 37495 $ 356,34! 52% $ 739,080 $ 704,09 5.C%
Late charges and administrative fi 19,74 19,19¢ 2.8% 39,54 37,941 4.2%
Total revenues (a) 394,70( 375,54« 5.1% 778,62¢ 742,04( 4.5%
Cost of operations
Property taxe 41,92¢ 40,26¢ 4.1% 84,98: 81,64¢ 4.1%
On-site property manager payr: 24,35 25,41¢ (4.2% 50,27¢ 51,192 (1.8)%
Repairs and maintenan 10,58¢ 10,99: (3.7% 22,61( 21,75¢ 3.2%
Utilities 8,27¢ 8,57 (3.5% 17,69¢ 18,67¢ 5.2%
Media advertising 1,891 3,36( (43.7)% 5,03¢ 7,40¢ (32.0%
Other advertising and selling exper 8,66¢ 8,95¢ (3.2% 16,02¢ 16,77: (4.5)%
Other direct property cos 8,66¢ 9,15¢ (5.9% 17,75: 18,29¢ (3.00%
Supervisory payrol 8,50¢ 8,04¢ 5.7% 17,43¢ 16,40¢ 6.2%
Allocated overhead 8,17 8,017 2.1% 19,90: 18,91¢ 5.2%
Total cost of operations (. 121,04« 122,77¢ (1.4)% 251,72! 251,07: 0.2%
Net operating income (i 273,65 252,76° 8.3% 526,90 490,96¢ 7.2%
Depreciation and amortization expense (80,947) (83,509) (3.1)% (157,429 (161,45() (2.5)%
Net income $ 192,71' $ 169,25¢ 13.5% $ 369,47¢ $ 329,51¢ 12.1%
Gross margin (before depreciation ¢
amortization expenst 69.2% 67.2% 3.C% 67.7% 66.2% 2.2%
Weighted average for the peric
Square foot occupancy ( 92.6% 92.2% 0.3% 91.4% 91.1% 0.2%
Realized annual rent per occupied
square foot (d)(e $ 13.2: % 12.61 4.9% $ 1321 % 12.62 4.7%
REVPAF (e)(f) $ 1228 $ 11.6¢ 52% $ 1207 $ 11.5C 5.C%
Weighted average at June :
Square foot occupant 93.1% 93.1% -
In place annual rent per occupied
square foot (g 14.2¢ % 13.7¢ 3.6%
Total net rentable square feet (in
thousands 122,46« 122,46« -
1,941 1,941 -

Number of facilities

(a) Revenues and cost of operations do not includelamncirevenues and expenses generated at thetifcilith respect to tene
reinsurance and retail sal

(b) See “Net Operating Income” below for a reconcitiatof this nonGAAP measure to our net income in our statemenisaafme fo
the three and six months ended June 30, 2012 &iid

(c) Square foot occupancies represent weighted avexaggancy levels over the entire peri
(d) Realized annual rent per occupied square foot igspeed by annualizing the result of dividing reritdlome (which excludes I

charges and administrative fees) by the weightextame occupied square feet for the period. Rehl@meual rent per occupi
square foot takes into consideration promotionstalints that reduce rental income from the conteh@mounts du
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(e) Late charges and administrative fees are excludeh the computation of realized annual rent perupmxd square foot a
REVPAF. Exclusion of these amounts provides aebetteasure of our ongoing level of revenue beckisecharges are depenc
upon the level of delinquency and administrativesfare dependent upon the level of n-ins.

(f) Realized annual rent per available foot or “REVPA&"computed by dividing rental income (which exdsdate charges a
administrative fees) by the total available netable square feet for the peric

(9) In place annual rent per occupied square foot sgmts annualized contractual rents per occupiedredoot without reductions f
promotional discounts and excludes late chargesadministrative fees

Revenues generated by our Same Store Facilitiesased by 5.1% and 4.9% in the three and six mamitisd June 30, 2012, respectiv
as compared to the same periods in 2011. Theseases were due primarily to increases of 4.9%4ar in realized rent per occupied square
in the three and six months ended June 30, 20%Rectively, as compared to the same periods in,284 Well as increases of 0.3% in weig|
average occupancy in each of the three and sixhmmeriods ended June 30, 2012, respectively, apamd to the same periods in 2011. Rea
rent per occupied square foot increased primarily th annual increases to monthly rental ratesefioants that have been renting longer thar
year as well as reduced promotional discounts &geadcwith attracting new tenants.

Average rental rates to new tenants and move ionvet were approximately flat for the three and mibnths ended June 30, 2C
respectively, as compared to the same periodsid.2th addition, promotional discounts to attnaetv tenants decreased to $22.2 million and ¢
million for the three and six months ended June2Bd.2, respectively, as compared to $24.6 milliod $44.6 million for the comparable period
2011.

Our operating strategy is to maintain occupancgliefor our Same Store Facilities at an averaggppfoximately 90% for the full year.
order to achieve this strategy, we evaluate chaimgeaffic patterns of new tenants renting space the volume of existing tenants vacating, ar
response we increase or decrease rental rates,opiooid discounts offered to new tenants and thkguency of television advertising. '
experience seasonal fluctuations in occupancy dewslth occupancies generally higher in the summeosnths than in the wint
months. Consequently, rates charged to new teaamtypically higher in the summer months thathewinter months.

Notwithstanding high current occupancy levels coragdo historical levels, we will continue to bengeetitive in our pricing and discounti
in order to compete with other operators to attrest incoming tenants. Based upon current trendsxpect positive year-ovgear growth in rent.
income to continue.

Cost of operations (excluding depreciation and &metion) decreased 1.4% in the three months edded 30, 2012 as compared to the ¢
period in 2011. The decrease was due primarilgdictions in orsite property manager payroll and media advertjsifiget partially by an increa
in property tax expense. Cost of operations irsgdad.3% in the six months ended June 30, 2012pm@pared to the same period in 2011,
primarily to an increase in property taxes, repaind maintenance, and supervisory payroll, offsetiglly by reductions in osite property manag
payroll, utilities and media advertising.

Property tax expense increased 4.1% in each dfhtlee and six month periods ended June 30, 20%@ecévely, as compared to the si
periods in 2011. We expect property tax expense/ir of approximately 4.0% in the year ending Delsen81, 2012, due primarily to higher asse
values.

Onsite property manager payroll expense decreasetbxpmtely 4.2% and 1.8% in the three and six menghded June 30, 20

respectively, as compared to the same periodsid,2fue primarily to lower incentive compensatiowe expect payroll expense to be relatively
in the remainder of 2012, compared to 2011.
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Repairs and maintenance expenditures decreaseda@hd%ncreased 3.9% in the three and six montheceddne 30, 2012, respectively
compared to the same periods in 2011. Repairsnzidtenance expenditures are dependent upon sdwaetats, such as weather, the timing
periodic needs throughout our portfolio, inflatimnmaterial and labor costs, and random eventsludied in our repairs and maintenance expend
in the three and six months ended June 30, 2012ap@®ximately $0.3 million and $2.2 million, resfigely, in snow removal costs, as compare
$0.4 million and $3.4 million in the same periods2011. During the three months ended March 31220/e accelerated some of our normal re
and maintenance expenditures due to mild weatberegairs and maintenance expenditures were lawthre three months ended June 30, 201
compared to the same period in 2011. While thegperalitures can vary considerably from period toqoeand are difficult to project, we expect
year repairs and maintenance expenditures in 2Xctuding snow removal expenses totaling $4.3 amllduring the year ended December 31, 2
to approximate the levels incurred in 2011.

Utility expenses decreased 3.5% and 5.2% in theethnd six months ended June 30, 2012, respectagigompared to the same perioc
2011. These decreases are due primarily to redusage driven by milder weather. It is difficudt éstimate future utility cost levels because ty
costs are primarily dependent upon factors sucbhasges in demand driven by weather and temperaarevell as fuel prices, each of whicl
volatile and not predictable.

Media advertising decreased 43.7% and 32.0% ithtte® and six months ended June 30, 2012, respBgtas compared to the same per
in 2011. These decreases are due primarily toctemhs in the number of markets in which we adgedion television. We expect media advert
in the quarter ending September 30, 2012 to appraté the amount incurred in the same period in 2@pproximately $2.1 million). Med
advertising costs in particular can be volatile aray increase or decrease significantly in thetstaom.

Other advertising and selling expense decreaséd 8r#l 4.5% in the three and six months ended JOn23.2, respectively, as compare
the same periods in 2011. This expense is contpyiscipally of yellow page, Internet advertisingnd the operating costs of our telept
reservation center. The decreases are due pyntaidibwer yellow page advertising expense.

Our future spending on yellow page, Internet arfteomedia advertising will be driven in part by demd for our selstorage spaces, ¢
occupancy levels, and the relative cost and efficd@ach type of advertising.

Other direct property costs include administragx@enses that are solely attributable to the tetlage facilities, such as property insura
office expenses incurred at the property and besuigory personnel, telephone and data communitdities at the properties, business license «
and bank charges related to handling the propétaesh deposits. We expect moderate growth in atinect property costs in the remainder of 2
as compared to the same periods in 2011.

Supervisory payroll expense represents compensatih to the management personnel who directly iaditectly supervise the osite
property managers, and increased 5.7% and 6.3%eithtee and six months ended June 30, 2012, tésgdgcas compared to the same perioc
2011. These increases are due principally to aseré headcount. We expect more moderate grovethpi@rvisory payroll in the remainder of 201:
compared to the same periods in 2011.

Allocated overhead represents administrative exgreiier shared general corporate functions, whiehaliocated to selftorage proper
operations to the extent their efforts are devdtedelfstorage operations. Such functions include dategssing, human resources, operati
accounting and finance, marketing, and costs abs@xecutives (other than the Chief Executive €ffiand Chief Financial Officer). The increas
due principally to increased headcount. We expeaderate growth in allocated overhead in the redeinf 2012 as compared to the same peric
2011.
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The following table summarizes selected quartengricial data with respect to the Same Store Fiasili

For the Quarter Ende

September December
March 31 June 3( 30 31 Entire Yeat
(Amounts in thousands, except for per square fowilmt)

Total revenues
2012 $ 383,92t $ 394,70
2001 $ 36649 $ 375540 $ 39381¢ $ 386,19¢ $ 1,522,05!
Total cost of operation:
2012 $ 130,68. $ 121,04
2011 $ 128,29¢ $ 122,77¢ $ 121,33¢ $ 104,63 $ 477,04
Property tax expens
2012 $ 43,05¢ $ 41,92t
2011 $ 41,38. $ 40,26: $ 39,55( % 26,06 $ 147,25¢
Repairs and maintenance exper
2012 $ 12,02t $ 10,58t
2011 $ 10,76¢ $ 10,99: $ 10,96( $ 12,51¢ $ 45,23}
Media advertising expens
2012 $ 3,148 $ 1,891
2011 $ 4,04¢ $ 3,360 $ 2,142 % 99z % 10,54:
REVPAF:
2012 $ 11.8¢ $ 12.2¢
2011 $ 11.3¢ $ 11.6¢ $ 12.1¢ $ 11.9¢ $ 11.7¢
Weighted average realized annual rent per occiggjedre foot
2012 $ 13.17 % 13.2¢
2011 $ 12.65 $ 12.61 $ 13.1¢  $ 13.2¢ $ 12.97
Weighted average occupancy levels for the pe
2012 90.2% 92.€%
2011 89.8% 92.2% 92.2% 90.2% 91.2%
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Analysis of Regional Trends- Same Store Facilities

The following table sets forth selected regionahts in our Same Store Facilities:

Three Months Ended June < Six Months Ended June 3
2012 2011 Change 2012 2011 Change
(Amounts in thousands, except for weighted avedage)

Same Store Facilities Operating
Trends by Region

Revenues
Southern California (191 facilitie: $ 59,35( $ 56,89: 43% $ 117,20¢ $ 112,81 3.5%
Northern California (167 facilities 40,40¢ 38,15¢ 5.2% 79,54¢ 75,18 5.8%
Texas (228 facilities’ 39,17: 36,72: 6.7% 77,17: 72,35¢ 6.7%
Florida (181 facilities) 36,687 34,87¢ 5.2% 72,68 69,12¢ 5.1%
lllinois (121 facilities) 2417¢ 22,99¢ 5.1% 47,66 45,61¢ 4.5%
Georgia (92 facilities 14,23( 13,60: 4.6% 28,35! 27,02¢ 4.%%
Washington (89 facilities 19,61¢ 18,70¢ 4.9% 38,50¢ 36,99¢ 4.1%
All other states (872 facilities) 161,06! 153,58t 4.%% 317,50: 302,91t 4.8%
Total revenues 394,70( 375,54: 5.1% 778,62¢ 742,04( 4.%%
Net operating income
Southern Californii 46,35: 44,25: 4.7% 90,10¢ 87,19: 3.2%
Northern California 30,82¢ 28,66 7.6% 59,617 55,85¢ 6.7%
Texas 25,34 22,72t 11.5% 49,23: 44,38¢ 10.%%
Florida 24,29¢ 22,04t 10.2% 47,07¢ 43,35 8.6%
lllinois 13,41¢ 11,84t 13.2% 24,76¢ 22,47 10.2%
Georgia 9,52t 8,79t 8.3% 18,52: 17,347 6.8%
Washington 14,54( 13,64( 6.6% 27,99« 26,79: 4.5%
All other
states 109,35 100,80: 8.5% 209,59( 193,56 8.2%
Total net operating incorr $ 27365 $ 252,76 83% $ 526,90: $ 490,96¢ 7.2%
Weighted average occupant
Southern California 92.%% 92.6% 0.3% 92.4% 92.1% 0.2%
Northern California 93.5% 93.6% (0.1)% 93.(% 92.5% 0.5%
Texas 92.7% 92.2% 0.5% 91.5% 90.€% 1.C%
Florida 91.8% 91.4% 0.4% 91.1% 90.4% 0.8%
lllinois 93.2% 91.£% 1.5% 92.(% 90.5% 1.7%
Georgia 90.7% 91.1% (0.9% 89.7% 89.£% (0.1)%
Washington 91.5% 91.7% (0.2% 90.€% 90.8% (0.2)%
All other
states 92.7% 92.€% 0.1% 91.2% 91.1% 0.1%
Total weighted average occupar 92.6% 92.2% 0.2% 91.4% 91.1% 0.2%
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Same Store Facilities Operating
Trends by Region (Continued)

Realized annual rent per occupied
square foot
Southern California
Northern California
Texas
Florida
lllinois
Georgia
Washington
All other
states

Total realized rent per square foot

REVPAF:
Southern California
Northern California
Texas
Florida
lllinois
Georgia
Washington
All other
states

Total

REVPAF

We believe that our geographic diversification acdle provide some insulation from localized ecosogffects and adds to the stability
our cash flows. It is difficult to predict locatid trends in short-term sedferage demand and operating results. Over thg fon, we believe th
markets that experience population growth, highlegmpent, and otherwise exhibit economic strengtth eonsistency will outperform markets tha

not exhibit these characteristics.

Non Same Store Facilities

The Non Same Store Facilities at June 30, 2012sept 112 facilities that were not stabilized wéhpect to occupancies or rental rates :
January 1, 2010, or were acquired since Janua2@10. As a result of the stabilization process timéhg of when the facilities were put into ple
year-over-year changes can be significant. Infoflewing table, “Facilities placed into service #012” includes ten facilities acquired from th
parties and three facilities that we obtained airdf and began consolidating in the six monthseendlune 30, 2012.F&cilities placed into service
2011"includes 11 facilities acquired from third partiese facility that was newly developed, and twadliies that we obtained control of and be
consolidating in the year ended December 31, 200ther facilities”includes 42 facilities we acquired in 2010, as vesll43 other facilities that \
have owned since January 1, 2010 that are notig&btue to the addition of more net rentable sgdeet or due to casualty damage.

Three Months Ended June {

Six Months Ended June 3

2012 2011 Change 2012 2011 Change
(Amounts in thousands, except for weighted avetada)

185 $ 17.7¢ 41% $ 18.3¢ $ 17.72 3.8%
17.2¢ 16.2¢ 6.2% 17.0¢ 16.2( 5.4%
10.6: 10.0C 6.3% 10.5¢ 10.0z 5.€%
12.5¢ 11.9¢ 4.9% 12.4¢ 11.9¢ 4.5%
12.8¢ 12.41 3.5% 12.8¢ 12.51 2.€%
9.7t 9.2¢ 5.3% 9.7¢ 9.31 5.2%
14.0¢ 13.3¢ 5.5% 13.9¢ 13.3¢ 4.5%
12.4C 11.87 4.9% 12.42 11.8¢ 4.7%
13.2: $ 12.61 4.9% $ 13.21 $ 12.62 4.7%
1721 $ 16.47 45% $ 16.9¢ $ 16.32 4.C%
16.1: 15.2¢ 6.C% 15.8¢ 14.9¢ 6.C%
9.8t 9.27 6.8% 9.6¢ 9.0¢ 6.€%
11.51 10.97 5.4% 11.37 10.81 5.2%
11.9¢ 11.3¢ 5.2% 11.8C 11.3¢ 4.1%
8.84 8.4: 4.9% 8.7¢ 8.3¢€ 5.C%
12.9( 12.2¢ 5.3% 12.6t 12.17 4.0%
11.5C 10.9¢ 5.C% 11.32 10.8( 4.8%
12.2t $ 11.64 52% $ 12.07 $ 11.5C 5.C%

The following table summarizes operating data wétpect to these facilities:
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NON SAME STORE FACILITIES

Three Months Ended June !

Six Months Ended June 3

2012 2011 Change 2012 2011 Change
(Dollar amounts in thousands, except square foatuants)
Rental income:
Facilities placed into service in
2012 $ 1,47: - $ 1,477 % 1611 $ - $ 1,611
Facilities placed into service
2011 3,221 74C 2,481 6,274 1,167 5,107
Other facilities 21,07: 18,67( 2,402 41,34 36,46« 4,87¢
Total rental income 25,76¢ 19,41( 6,35¢ 49,22% 37,63: 11,59¢
Cost of operations before
depreciation and amortization
expense
Facilities placed into service in
2012 $ 68E - 8 68t $ 734 % - 3 734
Facilities placed into service
2011 1,071 294 177 2,08t 47C 1,61t
Other facilities 6,55¢ 6,56 (6) 13,68: 13,33: 35C
Total cost of operatior 8,31: 6,85¢ 1,45¢ 16,50: 13,801 2,69¢
Net operating income before
depreciation and amortization
expense (a):
Facilities placed into service in
2012 $ 78¢ - $ 78¢ $ 877 $ - $ 877
Facilities placed into service
2011 2,15( 44¢€ 1,704 4,18¢ 697 3,492
Other facilities 14,51¢ 12,10¢ 2,40¢ 27,65¢ 23,13: 4,52¢
Total net operating income ( 17,45 12,55¢ 4,90( 32,72¢ 23,82¢ 8,891
Depreciation and amortization
expense (6,909 (4,939 (1,979 (16,60¢) (14,766 (1,847)
Net income $ 10,54¢ 7,62( $ 292t $ 16,117 $ 9,06: $ 7,05t
At June 3C
Square foot occupanc
Facilities placed into service in
2012 80.6% - -
Facilities placed into service in
2011 79.% 60.7% 31.6%
Other facilities 90.4% 85.7% 5.5%
87.1% 83.2% 5.4%
In place annual rent per occupiec
square foot
Facilities placed into service in
2012 $ 1312 $ = =
Facilities placed into service in
2011 14.71 10.7¢ 36.5%
Other facilities 16.1¢ 15.7¢ 2.5%
$ 1562 $ 15.47 1.4%
Number of Facilities
Facilities placed into service in
2012 13 - 13
Facilities placed into service in
2011 14 7 7
Other facilities 85 85 -
112 92 20
Net rentable square feet (in
thousands)
Facilities placed into service in
2012 1,031 - 1,031
Facilities placed into service in
2011 1,16¢ 651 51t



Other facilities 6,06¢ 5,92¢ 14C
8,26¢ 6,58( 1,68¢

(a) See “Net Operating Income” below for a reconcitiatdf this nonGAAP measure to our net income in our statementscoime for th
three and six months ended June 30, 2012 and
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During the six months ended June 30, 2012, we eadjuén facilities for an aggregate cost of $88illion. The weighted average aggre¢
capitalization rates for the six properties acquiie the first quarter (total cost of $42.0 milljoaf 2012, based upon annualizing the net oper
income for the period we owned them in the six rher@nded June 30, 2012, was 4.7%, and the corrdisigorelated weighted average occupancy
73.6%. The weighted average aggregate capitaizatite for the four properties acquired in theosdcquarter is not meaningful as these prope
were acquired late in the quarter.

In 2011, we acquired 11 facilities for an aggregeost of $80.4 million. The weighted average aggte capitalizatiorrates for thes
acquisitions, based upon annualizing the net oipgraicome of these facilities for the six montimled June 30, 2012, was approximately 7.7%
the corresponding related weighted average occypaas 82.6%.

In addition, during 2011, we obtained control obtentities in which we had a partial interest, Badan consolidating the two stabilized self-
storage facilities (143,000 net rentable squaré) feened by these entities. During 2012, we aeglicontrol of another entity in which we ha
partial interest, and began consolidating the tktabilized self-storage facilities (183,000 neitable square feet) owned by this entity.

We believe that our management and operating infretsire will result in newly acquired facilitietabilizing at a higher level of net operat
income than was achieved by the previous owners, ark typically smaller operators. However, it ¢ake 24 or more months for these ne
acquired facilities to reach stabilization, and titamate levels of rent to be achieved can bec#éfe by changes in general economic conditionsa
result, there can be no assurance that our exewatith respect to these facilities will be ackeid. However, we expect the Non Same ¢
Facilities will continue to provide earnings grovettiring 2012 as these facilities approach stalilazecupancy levels, and the earnings of the 204
2012 acquisitions are reflected in our operatiamsaflonger period in 2012 as compared to 2011.

Equity in earnings of unconsolidated real estatetities

At June 30, 2012, we have equity investments in,PSRirgard Europe and various limited partnershify& account for such investme
using the equity method.

Equity in earnings of unconsolidated real estatéies for the three and six months ended June28@2 and 2011 consists of our paie
share of the net income of these unconsolidatddestate entities based upon our ownership intéoeshe period. The following table sets fortle
significant components of equity in earnings of amgolidated real estate entities.

Historical summary: Three Months Ended June { Six Months Ended June 3
2012 2011 Change 2012 2011 Change
(Amounts in thousand:

Equity in earnings of unconsolidated real est:

entities:
PSB $ 731 $ 6,081 $ (5350 $ 262¢ $ 14,86 $ (12,239
Shurgard Europe 7,48( 6,24: 1,23¢ 14,32: 10,76¢ 3,55
Other Investments 38k 447 (62) 763 852 (89)
Total equity in earnings of unconsolidated 1
estate entities $ 859% $ 1277( $ (4179 $ 17,711 $ 2648t $ (8,779

Investment in PSB: At June 30, 2012, we have a 42% common equigrést in PSB, comprised of our ownership of 5,808 $hares «
PSB’s common stock and 7,305,355 limited partnershits in PSBS underlying operating partnership. The limitedtiparship units are convertible
our option, subject to certain conditions, on a-fareone basis into PSB common stock.

At June 30 2012, PSB owned and operated 27.2 mitémtable square feet of commercial space lodateight states. PSB also mane
commercial space owned by the Company and affiliatgities pursuant to property management agresmen
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Equity in earnings from PSB decreased to $0.7 amilln the three months ended June 30, 2012 as cethpa$6.1 million in the same per
in 2011, and to $2.6 million in the six months ethdeine 30, 2012 as compared to $14.9 million instmae period in 2011. These decreases
principally due to (i) the impact of redemptionspoéferred securities in 2011 and 2012, which reduncome allocated to the common equity hol
in the three and six months ended June 30, 20IRin@neased income allocable to the common equilgtens in the six months ended June 30, Z
(i) increased depreciation and interest expense rasult of the properties PSB acquired in 20&ttigdly offset by (iii) incremental income genege
by the properties PSB acquired in 2011. See Ndte @ur June 30, 2012 financial statements forcsetefinancial information on PSB, as wel
PSB'’s filings and selected financial informatiomattlcan be accessed through the SEC, and on PSB&tejevww.psbusinessparks.com.

We expect our future equity income from PSB to bpahdent entirely upon PSBoperating results. Our investment in PSB, whiehplar
on holding for the long-term, provides us with sodinersification into another asset type.

Investment in Shurgard Europe: Equity in earnings of Shurgard Europe represents 49% equity share of Shurgard Eurcpeie
income. At December 31, 2011 and June 30, 2012rga@hd Europe’s operations are comprised of 188llydawned facilities with 10.1 million n
rentable square feet. Selected financial dat&hurgard Europe for each of the three and six mpettods ended June 30, 2012 and 2011, is inc
in Note 4 to our June 30, 2012 financial statemeAts described in more detail in Note 4, we reeéiterest income and trademark license fees
Shurgard Europe, of which 49% is classified astgquiearnings and the remaining 51% as interedtctner income.

Equity in earnings from Shurgard Europe for the¢hmonths ended June 30, 2012 was $7.5 milliommapared to $6.2 million for the sa
period in 2011, representing an increase of $11Bomi Equity in earnings from Shurgard Europe floe six months ended June 30, 2012 was !
million as compared to $10.8 million for the samexipd in 2011, representing an increase of $3.%ianil The increases were primarily due
Shurgard Europe’s acquisition on March 2, 2011hef80% interests it did not own in two joint vemsithat owned 72 settorage facilities. This w
offset partially by a reduction in the average exxae rate for the U.S. Dollar to the Euro from 8.4& the three months ended June 30, 2011 to
for the same period in 2012 and from 1.402 forsittemonths ended June 30, 2011 to 1.297 for theeg@eriod in 2012.

Our future earnings from Shurgard Europe will bieeted primarily by the operating results of itésting stabilized facilities described belc
which represent 163 of the 188 facilities that $lawd Europe owns, as well as the exchange rateebetthe U.S. Dollar and currencies in the cour
Shurgard conducts its business, principally theoEur

Shurgard Europe’s 25 n@ame store facilities had average occupanciesprbapmnately 67% and 66% during the three and sixtim® ende
June 30, 2012, respectively. There can be no@ssa@bout the ultimate level of occupancy of iie-same store facilities.

European Same Store Facilities The Shurgard Europe Same Store Pool repredentst8 facilities (8.7 million net rentable squbeet) tha
have been whollpwned and operated by Shurgard Europe on a sedbibasis since January 1, 2010 and therefore prouaningful compariso
for 2011 and 2012. We evaluate the performancéhe$e facilities because Shurgard Eurspability to effectively manage stabilized facés
represents an important measure of its abilityrtavgts earnings over the long-term.

The following table reflects 100% of the operatirggults of those 163 facilities, and we restate dkehange rates used in prior year’
presentation to the actual exchange rates for 26ivever, only our pro rata share of the operatewylts for these facilities, based upon the &
exchange rates for each period, is included initgdn earnings of unconsolidated real estate iestiton our statements of income.

In Note 4 to our June 30, 2012 financial statememésdisclose Shurgard Europeionsolidated operating results for the threesiadnonth:

ended June 30, 2012 and 2011. Shurgard Ewapmisolidated operating results include 25 addifidacilities that are not European Same ¢
Facilities, and are based upon historical exchaaggs rather than constant exchange rates forafdble respective periods.
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Selected Operating Data for the Shurgarc
Europe Same Store Pool

(163 facilities): Three Months Ended June { Six Months Ended June 3
Percentac Percentac
2012 2011 Change 2012 2011 Change

(Dollar amounts in thousands, except weighted @eedata, utilizing constant
exchange rates) (a)

Revenues (including late charges and

administrative fees $ 47,03 $ 46,83« 04% $ 94,46: $ 94,271 0.2%
Less: Cost of operations (excluding deprecia
and amortization expenses) 20,20¢ 20,57¢ (1.8)% 40,94 41,47 (1.3)%
Net operating income (b) $ 26,82 $ 26,25¢ 22% $ 5352: $ 52,80¢ 1.4%
Gross
margin 57.(% 56.1% 1.6% 56.7% 56.(% 1.2%
Weighted average for the peric
Square foot occupancy (c) 83.4% 85.2% (2.2% 83.6% 85.(% (1.6)%
Realized annual rent per occupied squar
foot (d)(e) $ 2552 % 24.8¢ 2.7% $ 255¢ % 25.0¢ 2.C%
REVPAF (e)(f) $ 212¢ $ 21.1¢ 0.5% $ 21.4C $ 21.32 0.4%
Weighted average at June .
Square foot occupancy 83.8% 86.1% (2.71%
In place annual rent per occupied sqt
foot (g) $ 27.9: $ 27.0¢ 3.1%
Total net rentable square feet (in thousal 8,67 8,671 -
Average Euro to the U.S. Dollar (i
Constant exchange rates used her 1.28¢ 1.28¢ - 1.297 1.297 -
Actual historical exchange rat 1.28¢ 1.43¢ (10.1% 1.297 1.40z (7.5)%

(a) In order to isolate changes in the underlying ofi@na from the impact of exchange rates, the answimthis table are presented ¢
constant exchange rate basis. The amounts fothtiee and six months ended June 30, 2011 have festésied using the act
exchange rates for the three and six months endedl30, 2012, respectivel

(b) We present net operating incor*NOI” of the European Same Store Facilities, which i®r-GAAP financial measure that exclu
the impact of depreciation and amortization experdéhough depreciation and amortization is a comgnt of GAAP net income, \
believe that NOI is a meaningful measure of opegagierformance, because we utilize NOI in makinggiens with respect to capi
allocations, segment performance, and comparin@géo-period and market-tovarket property operating results. In additiorg
investment community utilizes NOI in determiningrestate values, and does not consider depratiapense as it is based u
historical cost. NOI is not a substitute for npemting income after depreciation and amortizaitiogvaluating our operating resul

(c) Square foot occupancies represent weighted avexagygancy levels over the entire peri

(d) Realized annual rent per occupied square foot ispeted by annualizing the result of dividing rentadome (which excludes ¢
charges and administrative fees) by the weightedaae occupied square feet for the period. Rehhraual rent per occupied sqt
foot takes into consideration promotional discouht reduce rental income from the contractualamsdue

(e) Late charges and administrative fees are excludenh fthe computation of realized annual rent peruptd square foot a
REVPAF. Exclusion of these amounts provides aebetteasure of our ongoing level of revenue becttsecharges are depenc
upon the level of deliquency and administrativesfaee dependent upon the level of n-ins.

(f) Realized annual rent per available foot or “REVPAg-tomputed by dividing rental income before ldtarges and administrative fi
by the total available net rentable square feettferperiod

(9) In place annual rent per occupied square foot sgmts annualized contractual rents per occupiedrsdoot without reductions f
promotional discounts and excludes late chargesdministrative fees

Net operating income increased 2.2% and 1.4% fertlinee and six months ended June 30, 2012, régggctas compared to the sa

periods in 2011, due principally to decreases jpe@ses. Based upon current operating trends atitcsneve do not expect growth in the net oper:
income of the European Same Store Facilities ireh@inder of 2012.
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See “Liquidity and Capital Resources — Shurgardpget for additional information on Shurgard Eurapiquidity.

Other Investments: The “Other Investmentsat June 30, 2012 are comprised primarily of ouritgqgim earnings from various limit
partnerships that own an aggregate of 14 stelfage facilities. Our future earnings with regpe the Other Investments will be dependent uihe
operating results of the facilities these entites. See Note 4 to our June 30, 2012 financiaéstahts under the “Other Investmenris’the operatin
results of these entities.

Ancillary Operations

Ancillary revenues and expenses include amountsceded with (i) the reinsurance of policies aggalosses to goods stored by tenants ir
self-storage facilities in the U.S., (ii) merchandiskesa(iii) commercial property operations, and fivanagement of approximately 30 facilities ow
by third parties and the 14 facilities owned by lildted partnerships mentioned above.

Commercial property operations are included in coimmercial segment and all other ancillary reveramd costs of operations are
allocated to any segment. See Note 11 to our 30n2012 financial statements for further inforraatregarding our segments and for a reconcili
of these ancillary revenues and cost of operatiosir net income.

The following table sets forth our ancillary opé&vas as presented on our statements of income.

Three Months Ended June { Six Months Ended June 3
2012 2011 Change 2012 2011 Change
(Amounts in thousand:

Ancillary Revenues
Tenant reinsurance premiul $ 19,42 $ 17,46t $ 1,95t §$ 38,01t $ 34,22 % 3,792

Commercial 3,63¢ 3,62( 18 7,13¢ 7,42( (281)
Merchandise and other 8,67 7,80:% 86¢ 15,85¢ 14,16 1,692
Total revenues 31,73 28,89: 2,84: 61,00¢ 55,80¢ 5,20:
Ancillary Cost of Operations
Tenant reinsurance 3,31¢ 3,26( 56 6,84¢ 6,37¢ 471
Commercial 1,21¢ 1,352 (136) 2,52( 2,86¢ (34¢€)
Merchandise and other 5,24¢ 4,98t 264 9,93( 9,26 663
Total cost of operatior 9,781 9,59’ 184 19,29¢ 18,51: 78€
Depreciation — commercial
operations 683 65E 28 1,38: 1,32¢ 55
Ancillary net income
Tenant reinsuranc 16,10 14,20¢ 1,89¢ 31,16¢ 27,84¢ 3,321
Commercial 1,73¢ 1,61: 12¢ 3,23¢ 3,22¢ 10
Merchandise and other 3,42% 2,81¢ 60E 5,92¢ 4,89¢ 1,02¢

Total ancillary net income $ 21,26¢ $ 18,63¢ $ 263C $ 40,327 $ 35,967 $ 4,36(

Tenant reinsurance operations: We reinsure policies offered through a reffiiated insurance company against losses to gatdred b
tenants in the domestic selferage facilities we operate. The level of tenamsurance revenues is largely dependent upotetted of premium
charged for such insurance and the number of terthat participate in the insurance program. @bsiperations primarily includes claims paid -
are not covered by our outside thjperty insurers, as well as claims adjustment exggn3hese costs are dependent primarily uporethed of losse
incurred, including the level of catastrophic egesuch as hurricanes, that occur and affect @mpepties thereby increasing tenant insurance claims
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The increase in tenant reinsurance revenues fahtee and six months ended June 30, 2012, as ecethpathe same periods in 2011,
due primarily to an increase in the number of emants that participate in the insurance prograprtximately 5% higher) combined with an incre
in average premium rates (approximately 6% high@m.average, approximately 63% of our tenantsshath policies during each of the three an
month periods ended June 30, 2012, as compareltaabd 60% for the same periods in 2011. We exXpsstgrowth in the percentage of tenants
participate in the insurance program and a moderati the growth in the average premium rate inrgraainder of 2012 as compared to the ¢
periods in 2011.

Commercial operations: We also operate commercial facilities, primarilyadhstorefronts and office space located on or reesirexisting
self-storage facilities that are rented to third partiéée do not expect any significant changes in maes or profitability from our commerc
operations.

Merchandise sales and other:We sell locks, boxes, and packing supplies at éffestorage facilities that we operate, and to a meskd
extent, we manage selferage facilities in the U.S. for third party owsi@nd various unconsolidated affiliated limitedtparships. The primary fac
impacting the level of merchandise sales is thelle¥ customer traffic at our self-storage fad@#j including the level of movies. During the thre
and six months ended June 30, 2012, merchandisg aafl margins were positively impacted by higké&ilrprices for our locks, as compared tc
same period in 2012.

Other Income and Expense ltems

Interest and other incomelnterest and other income was $5.5 million and $illion in the three and six months ended Juneg280.2
respectively, as compared to $10.6 million and $18illion for the same periods in 2011, comprisetnprily of interest and other income fri
Shurgard Europe.

Interest and other income includes interest incoméoans receivable from Shurgard Europe, as veeltademark license fees received f
Shurgard Europe for the use of the “Shurgardtie name. We record 51% of the aggregate interesme and trademark license fees as interes
other income, while 49% is presented as additiegalty in earnings on our statements of income.

Interest and other income received from Shurgandi®i decreased from $8.2 million and $15.0 milliorthe three and six months en
June 30, 2011 to $5.0 million and $10.0 milliorttve same periods in 2012, due primarily to (i) linterest income on a bridge loan to Shut
Europe that was outstanding between March 2, 2@#i1Jane 15, 2011, for which we had recognized ametely $1.8 million and $2.5 million
interest income during the three and six monthsedntlne 30, 2011 and (ii) principal payments resivn 2011 on our currently outstanding |
receivable from Shurgard Europe. In addition te ititerest and other income we received from Sirdrgurope, we received $1.7 million in of
income from our joint venture partner during theethand six months ended June 30, 2011 (see Nwteo® June 30, 2012 financial statement:
more information).

The loan receivable from Shurgard Europe, denomchah Euros, totaling 1.0 million ($391.1 million) as of June 30, 201#hc
€311.0 million ($402.7 million) as of December 3012, matures in February 2015. Future intereginrerecorded in connection with this loan
be dependent upon the average outstanding balanaelhas the exchange rate of the Euro versudJtBe Dollar. All such interest has been |
currently when due and we expect the interest ticoe to be paid when due with Shurgard Eurspgerating cash flow. The terms of a loan pay
by Shurgard Europe to a bank requires significaimcpal reduction through the maturity date in ower 2014, as a result during this period fu
principal repayments on our loan will be limited.

The remainder of our interest and other incomeimprised primarily of interest earned on cash lidaras well as sundry other income it
that are received from time to time in varying amisu Interest income on cash balances has beemaijrbecause rates have been at historic lo
0.1% or less, and we expect this trend to contindke foreseeable future. Future earnings fromdsuother income items are not predictable.

Depreciation and amortizationDepreciation and amortization expense was $88.5omiand $175.4 million for the three and six ma
ended June 30, 2012, respectively, as comparegltd $illion and $177.5 million for the same pesad 2011.
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The decrease in depreciation and amortization esgpéor the six months ended June 30, 2012 as cechgarthe same period in 201:
primarily due to a decrease in amortization expevifierespect to tenant intangible assets.

We expect approximately $4.9 million in intangilleortization during the remainder of 2012, withpexs to our intangible assets at June
2012. We expect an approximately $1.3 million et in depreciation in the remainder of 2012,campared to the same period in 2011,
respect to fully depreciated buildings. The leseluture depreciation and amortization will alsepénd upon the level of acquisitions of facilitiasg
the level of capital expenditures we incur on @gilities.

General and administrative expens&eneral and administrative expense was $12.4 mibiod $28.8 million for the three and six mol
ended June 30, 2012, respectively, as compareti2® $illion and $26.8 million for the same peridd2011, and is set forth in the following table:

Three Months Ended June < Six Months Ended June 3
2012 2011 Change 2012 2011 Change
(Amounts in thousand:

Stock based compensation expe $ 597¢ $ 6,751 $ 773 $ 11,28 $ 11,82 $ (53¢)
Costs of senior executive 41€ 41¢€ - 3,90¢ 2,49¢ 1,40¢
Development and acquisition
overheac 952 55% 40C 3,46¢ 2,54t 921
Tax compliance costs and taxes
paid 1,08¢ 1,08¢ 5 2,60( 2,761 (161)
Legal costs 467 592 (125) 1,99¢ 1,927 77
Public company costs 707 72¢ (22) 1,517 1,577 (60)
Other 2,804 2,46¢ 33t 4,054 3,70¢ 34¢

Total $ 12,41 $ 12,59 $ 179 $ 28,81¢ $ 26,82¢ $ 1,991

Stock based compensation expense includes theiaatimm of restricted share and stock options gmanib employees, as well as emplc
taxes incurred upon vesting of restricted sharesupon exercise of employee stock options. Thellet stockbased compensation expense vi
based upon the level of grants and forfeitures.

Costs of senior executives represents principallydash compensation paid to our chief executifieenfand chief financial officer, and t
increased due to an increase in incentive compensaaid in the six months ended June 30, 201dagpared to the same period in 2011.

Development and acquisition overhead representsintegnal and external expenses of identifying, leating, and implementing o
acquisition and development activities and vari@narily based upon the level of development argliagtion activities undertaken.

Tax compliance costs and taxes paid include tagébstp various state and local authorities basexhuqur selfstorage activities, as well
the internal and external costs of filing tax resiand other costs associated with complying veittefal and state tax laws.

Legal costs include internal personnel as wellegs fpaid to legal firms and other third partiehwéspect to general corporate legal me
and risk management, and varies based upon thieofeNggation.

Public company costs represent the incrementat afsbperating as a publiclyaded REIT, such as internal and external invesation:
expenses, stock listing and transfer agent feesdbof directors’costs, and costs associated with maintaining campd with applicable laws a
regulations, including the Sarbanes-Oxley Act.

Interest expenselinterest expense was $5.1 million and $10.4 millionthe three and six months ended June 30, 2@kpectively, ¢
compared to $5.9 million and $12.9 million for theme periods in 2011.
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The decrease in the three and six months ended3yrg012, as compared to the same periods in B0dude to principal repayments on
mortgage notes during 2011 and the six months eduled 30, 2012.

See Note 6 to our June 30, 2012 financial statesnfemta schedule of our notes payable balancescipél repayment requirements,
average interest rates.

Foreign Exchange (Loss) GainWe recorded foreign currency translation losse$28.7 million and $11.5 million in the three and
months ended June 30, 2012, respectively, as ceuparforeign currency translation gains of $10ibion and $41.7 million for the same period:
2011, representing the change in the U.S. Dollarivedent of our Eurdsased loan receivable from Shurgard Europe duéhémges in exchan
rates. We have not entered into any agreemenisitigate the impact of currency exchange fluctuadid®etween the U.S. Dollar and the E
therefore the amount of U.S. Dollars we will reeeon repayment will depend upon the currency exgbaates at that time. We record the exch
gains or losses into income each period becausmiotontinued expectation of repayment of the loathe foreseeable future. The U.S. Dc
exchange rate relative to the Euro was approximat@s8, 1.334 and 1.295 at June 30, 2012, Mar¢c@12 and December 31, 2011, respectively.

Future foreign exchange gains or losses will beeddpnt primarily upon the movement of the Eurotiedato the U.S. Dollar, the amol
owed from Shurgard Europe and our continued expeuntaf collecting the principal on the loan in togeseeable future.

Net Income Allocable to Noncontrolling Interests:Net income allocable to noncontrolling interedecreased during the three and
months ended June 30, 2012, as compared to thepsinds in 2011, due primarily to our acquisitmmoncontrolling interests during the year er
December 31, 2011.

Net Income Allocable to Preferred ShareholdersNet income allocable to preferred shareholdecsedsed during the three months et
June 30, 2012 and increased during the six momtieceJune 30, 2012, as compared to the same pémni@id 1, due primarily to allocations ba
upon redemptions of preferred shares. Based upopreferred shares outstanding at June 30, 2@t2Zxeluding the Series C, Series N, and Seri
Preferred Shares which were called for redempttaiuae 30, 2012, our regular quarterly preferrestritiution is expected to be approximately $
million.

Net Operating Income

In our discussions above, we refer to net operatingme (“NOI”) of our self-storage facilities, witi is a nonGAAP financial measure tr
excludes the impact of depreciation and amortinaggpense. Although depreciation and amortizatiom a component of GAAP net income,
believe that NOI is a meaningful measure of opegaperformance, because we utilize NOI in makingisiens with respect to capital allocatic
property performance, and comparing period-to-perémd market-tonarket property operating results. In addition, bedieve the investme
community utilizes NOI in determining operating fmemance and real estate values, and does notdssndépreciation expense as it is based
historical cost. NOI is not a substitute for ngtemting income after depreciation and amortizationnet income in evaluating our opera
results. The following reconciles NOI generatedhy self-storage segment to our net income inJane 30, 2012 financial statements.
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Net operating income
Same Store Facilities
Non Same Store Facilities

Total net operating income from sstorage

Depreciation and amortization expen
Same Store Facilities
Non Same Store Facilities

Total depreciation and amortization expense frolfasterage

Net income:
Same Store Facilities
Non Same Store Facilities

Total net income from self-storage

Ancillary operating revenu

Interest and other incon

Ancillary cost of operation

Depreciation and amortization, commert

General and administrative expel

Interest expens

Equity in earnings of unconsolidated real esentities
Foreign currency exchange (loss) g

Gain (loss) on real estate sa

Discontinued operations

Net income of the Compar
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Three Months Ended

Six Months Ended

June 30 June 30
2012 2011 2012 2011
(Amounts in thousand:

$ 27365 $ 252,760 $ 526,90. $ 490,96
17,45¢ 12,55¢ 32,72t 23,82¢
291,11: 265,32: 559,62¢ 514,79°
(80,949 (83,509 (157,429 (161,450
(6,908 (4,939 (16,609 (14,76¢)
(87,850 (88,449 (174,037) (176,21¢)
192,71t 169,25¢ 369,47¢ 329,51
10,54¢ 7,62( 16,117 9,06z
203,26: 176,87¢ 385,59¢ 338,58:
31,73 28,891 61,00¢ 55,80¢
5,54( 10,57¢ 11,19t 18,34:
(9,787 (9,599 (19,299 (18,51
(689 (655) (1,389 (1,329
(12,419 (12,599 (28,819 (26,82
(5,067 (5,939 (10,40 (12,91
8,59¢ 12,77( 17,71 26,48t
(23,657 10,49¢ (11,500 41,74¢
1,26: (70) 1,262 12¢
14C 17¢ 281 1
$ 198,93 $ 210,94 $ 40565 $  421,50¢




Liquidity and Capital Resources

We believe that our cash balances and the intgrgeiherated net cash provided by our operatingities will continue to be sufficient
enable us to meet our operating expenses, delitseequirements, capital improvements and distidipurequirements to our shareholders for
foreseeable future.

Operating as a REIT, our ability to retain cashwflfor reinvestment is restricted. In order fortasmaintain our REIT status, a substal
portion of our operating cash flow must be disttdzlito our shareholders (s&equirement to Pay Distributions below). However, despite t
significant distribution requirements, we have babte to retain a significant amount of our opagttash flow. The following table summarizes
ability to fund capital improvements to maintairr dacilities, distributions to the noncontrollingtéerests, and distributions to our shareholdesuth
the use of cash provided by operating activitiEse remaining cash flow generated is available #skenboth scheduled and optional princ
payments on debt and for reinvestment.

For the Six Months Ende

June 30
2012 2011
(Amount in thousands
Net cash provided by operating activities $ 60577 $ 582,46:
Capital improvements to real estate facilities (40,299 (44,297)
Remaining operating cash flow available for disttibns to equity holder 565,47¢ 538,17:
Distributions paid to noncontrolling intere: (2,777 (7,14¢)
Distributions paid to common shareholders andictstt share unitholders ($2.20 per share for tke
months ended June 30, 2012 as compared to $1.&haex for the same period in 20 (376,43) (297,35))
Distributions paid to preferred sharehold (107,009 (116,25¢)
Cash from operations available for principal payteem debt and reinvestment (b) $ 79,26¢ $ 117,41

(a) Represents net cash provided by operating acBvite each respective period as presented in aue 30, 2012 statements of ¢
flows.

(b) We present cash from operations available for praicpayments on debt and reinvestment becauseeleve it is an importa
measure to evaluate our ongoing liquidity. Thisamee is not a substitute for cash flows from opema or net cash flows
evaluating our liquidity, ability to repay our delotr to meet our distribution requirements. Initidd, this measure is not necesse
indicative of what can be expected for the yearirendecember 31, 2012, because cash generated dratioyg activities varie
seasonally, while dividends vary based upon thédeid rate. However, we expect the cash from djpeis available for princip
payments on debt and reinvestment for the full yarating December 31, 2012 to exceed the annuadimezlint for the six mont
ended June 30, 201

Our financial profile is characterized by a lowédéwf debt-to-total-capitalization. We expect tmdl our longterm growth strategies and ¢
obligations with (i) cash at June 30, 2012, (ijemmally generated retained cash flows, (iii) defiea upon market conditions, proceeds fron
issuance of common or preferred equity securities] (iv) in the case of acquisitions of facilitiése assumption of existing debt. In general
strategy is to continue to finance our growth wigrmanent capital, either retained operating clash dér capital raised through the issuance of com
or preferred equity to the extent that market ctiodé are favorable.

We have elected to use preferred securities asma db leverage despite the fact that the dividesites of our preferred securities exceec
prevailing market interest rates on convention&itd&Ve have chosen this method of financing ferftillowing reasons: (i) under the REIT struct
a significant amount of operating cash flow needbd distributed to our shareholders, making fialift to repay debt with operating cash flow alg
(i) our perpetual preferred shares have no sinkimgl requirement or maturity date and do not neguédemption, all of which eliminate futi
refinancing risks, (iii) after the end of a noal period, we have the option to redeem the predeshares at any time, which enables us to mefa
higher coupon preferred shares with new prefernades at lower rates if appropriate, (iv) prefershdres do not contain covenants, thus allowing
maintain significant financial flexibility, and (\Jividends on the preferred shares can be apmisdttsfy our REIT distribution requirements.
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Our credit ratings on each of our series of prefitshares are “Baal” by Moody’s, “BBB+" by Stand&réoor’s and “A-" by Fitch Ratings.

Summary of Current Cash Balances and Short-term @apCommitments: At June 30, 2012, we had approximately $438.%ionilof casl
and we have access to a $300 million line of cretiich expires March 21, 2017. In June 2012, wkeddor redemption our Series C, Series N,
Series W Cumulative Preferred Shares, and the gatgdiquidation value (at par) of $415.6 milliofilvee paid during July 2012 ($283.1 million) &
August 2012 ($132.5 million). On July 19, 2012, asxuired one seltorage facility for approximately $6 million insta and as of August 3, 20
we were under contract to acquire two facilities &pproximately $31 million in cash, subject to tiogencies. We have no other signific
commitments until 2013, when $264.9 million of &xig debt comes due.

Access to Additional CapitalWe have a revolving line of credit for borrowings to $300 million which expires March 21, 2017, witc
outstanding borrowings at August 3, 2012. We gseldwrrow on the line of credit and generally viearrowings on the line as a means to br
capital needs until we are able to refinance thetin permanent capital.

We believe that we are not dependent upon raisapital to fund our operations or meet our obligasio However, access to capite
important to growing our asset base. When growttital is needed, we select either common or pesdesecurities based upon the relative co
capital. For at least the last ten years, we haised cash proceeds for growth and other corppratgoses primarily through the issuance of pref
securities, while we have issued common stock omgonnection with mergers and the acquisitionntériests in real estate entities. During peridi
favorable market conditions, we have generally balele to raise capital at attractive costs; howetra@re can be no assurance that future m
conditions will be favorable.

Debt Service Requirements:At June 30, 2012, outstanding debt totaled appratety $368.7 million. Approximate principal matigs ar
as follows (amounts in thousands):

Unsecured det  Secured dek Total
2012 (remaindet $ -3 22,58¢ $ 22,58¢
2013 186,46( 78,391 264,85
2014 - 35,127 35,127
2015 - 30,00¢ 30,00¢
2016 - 10,06¢ 10,06¢
Thereafter - 6,092 6,09

$ 186,46( $ 182,26¢ $ 368,72¢

Our current intention is to repay the debt at nmigtiand not seek to refinanaebt maturities with additional debt. Alternatiyelve ma
prepay debt and finance such prepayments with@adiand or proceeds from the issuance of prefenr@dmmon securities.

Our portfolio of real estate facilities is substally unencumbered. At June 30, 2012, we haveSL$8fstorage facilities with an aggreg
net book value of approximately $6.9 billion the anencumbered.

Capital Improvement Requirement€£apital improvements include major repairs or repihaents to elements of our facilities, which kdwe
facilities in good operating condition and maintaieir visual appeal to the customer. Capital mwpments do not include costs relating to
development of new facilities or the expansion ef rentable square footage of existing faciliti¥#ée incurred capital improvements total
$40.3 million during the six months ended JuneZi,2. During 2012, we expect to incur approxima&88.6 million for capital improvements ¢
expect to fund such improvements with operatindn dksv.
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Requirement to Pay Distributions?We have operated, and intend to continue to opeirataich a manner as to qualify as a REIT unde
Code, but no assurance can be given that we walll éimes so qualify. To the extent that we coué to qualify as a REIT, we will not be taxed,h
certain limited exceptions, on the REIT taxableome that is distributed to our shareholders, predithat at least 90% of our taxable income
distributed. We believe we have satisfied the RéiElribution requirement since 1981.

Aggregate REIT qualifying distributions paid duritige six months ended June 30, 2012 totaled $48Blidn, consisting of $107.0 million
cumulative preferred shareholders and $376.4 millocommon shareholders and restricted sharealdéts.

We estimate the annual distribution requirements waspect to our cumulative preferred shares audstg at June 30, 2012, excluding
Series C, Series N, and Series W Cumulative pedeshares that will be redeemed in the three marttied September 30, 2012, to be approxim
$189 million per year.

On August 2, 2012, our Board of Trustees declaregigalar common quarterly dividend of $1.10 per own share. Our consistent, long-
term dividend policy has been to distribute only taxable income. Future quarterly distributionghwespect to the common shares will contint
be determined based upon our REIT distribution irequents after taking into consideration distribog to the preferred shareholders and wi
funded with operating cash flow.

We are obligated to pay distributions to noncofitrglinterests in our consolidated subsidiariesedaspon the operating cash flows of
respective subsidiary less any required reservesdpital expenditures or debt repayment. We edénannual distributions of approximately {
million with respect to such non-controlling intste outstanding at June 30, 2012.

Acquisition and Development ActivitiedDuring the six months ended June 30, 2012, we ssdjuen facilities from third parties for
aggregate cost of $88.1 million. On July 19, 2048,acquired a property for approximately $6 millio cash. As of August 3, 2012, we are u
contract (subject to contingencies) to acquire fadlities for approximately $31 million in caslRuring the remainder of 2012, we will continue
seek to acquire setitorage facilities from third parties; howeveiisidifficult to estimate the amount of third paggquisitions we will undertake. \
have a minimal development pipeline at June 302284d have no current plans to significantly expanod development activities. We plan
financing our development and acquisition actigitie one or more of the following ways: with avhik cash orirand, the assumption of existing d
borrowings on our line of credit, or the net prate&om the issuance of common or preferred séesirit

Shurgard Europe:We have a 49% interest in Shurgard Europe andratittitional partner owns the remaining 51% interdss of June 3!
2012, we had a311.0 million loan receivable from Shurgard Eurtp@ling $391.1 million, which bears interest dixad rate of 9.0% per annum &
matures February 15, 2015. The loan can be prépgidrt or in full at any time without penalty.hi§ loan is denominated in Euros and is translad
U.S. Dollars for financial statement purposes.

In November 2011, Shurgard Europe obtained a tygaeterm loan of €215 million from Wells Fargogtfwells Fargo Loan”)and used tt
proceeds to refinance existing loans totaling €d8ion and make an additional principal payment€82 million on the Public Storage loan. ~
Wells Fargo Loan is without recourse to us or oimtjventure partner.

Our loan to Shurgard Europe participates pari pagsguthe Wells Fargo Loan in the event of a licqatidn of Shurgard Europe. In additi
Shurgard Europe is obligated to utilize most ofaitsilable cashflow to make principal payments fon \Wells Fargo Loan, which limits the princi
payments that could otherwise be made on our Iéaure prepayments will be dependent upon ShurBardpe’s managemestevaluation of us
for the capital available from operations after imgkprincipal payments on the Wells Fargo Loan, d@he availability of other sources
capital. Further, consistent with prior years,deenot expect to receive cash distributions fromrg§ard Europe with respect to our 49% equity irdi
for the foreseeable future.
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Redemption of Preferred SecuritiedAs of June 30, 2012, several series of our prefesecurities were redeemable (excluding the theee:
that were already called for redemption at June28@2) at our option upon at least 30 dayatice with dividend rates ranging from 6.125% 1459%
and have an aggregate redemption value of appréedyn®730 million. Generally our strategy is taleem a preferred security with the proceeds
the issuance of a new preferred series having @rlalividend rate, thus reducing our cost of capiteit not necessarily reducing our ove
leverage. However, we may use cash on hand t@emegeeferred securities, reducing our aggregatempesl securities outstanding. Accordingly,
redemption of any of the series of preferred séiegrthat are callable will depend upon many factocluding current dividend rates that we might
on newly issued preferred securities, as well aspavison of the acquisition of preferred securit@esther investment alternatives with respectst
use of cash on hand. None of our preferred séesidgre redeemable at the option of the holders.

Repurchases of Company’s Common Share8ur Board of Trustees has authorized the repsefram time to time of up to 35,000,00(
our common shares on the open market or in privategotiated transactions. During the six montided June 30, 2012, we did not repurchast
of our common shares. From the inception of thrumehase program through August 3, 2012, we hapercbased a total of 23,721,916 comi
shares at an aggregate cost of approximately $6@@lian. Future levels of common share repurckasél be dependent upon our available caf
investment alternatives, and the trading price wf@dmmon shares. We believe that our cash anéhtemally generated net cash provided by
operating activities will continue to be sufficiett enable us to meet our operating expenses, sighice requirements, capital improvements
distribution requirements to our shareholders fierforeseeable future.

Contractual Obligations

Our significant contractual obligations at June 3012 and their impact on our cash flows and ligyidre summarized below for the ye
ending December 31 (amounts in thousands):

Remainde
of

Total 2012 2013 2014 2015 2016 Thereafte
Long-term debt (1 $ 403,37: $ 41,017 $ 274,41 $ 3853: $ 31,35¢ $ 10,85 $ 7,20C

Preferred shares called for redempt
2 415,62¢  415,62! - - - - .
Operating leases (: 68,36¢ 2,18( 4,48: 4,36( 3,37z 3,231 50,73¢
Construction and purchase commitme 1,03( 927 10z - - - -
Total $ 888,39: $ 459,74¢ $ 278,99¢ $ 4289« $ 34,73( $ 14,08 $ 57,93«

(1) Amounts include principal and fix-rate interest payments on our notes payable basebedr contractual terms. See Note 6 to
June 30, 2012 financial statements for additionfairmation on our notes payab

(2) In May 2012, we called for redemption all of ourrQuiative Preferred Shares, Series N, at par plasiad dividends. We redeen
these shares on July 2, 2012. Amounts includdigh&ation amount of $172.5 million. In June 201& called for redemption all
our Cumulative Preferred Shares, Series C, at par accrued dividends. We redeemed these sharekilgnl2, 2012. Amoun
include the liquidation amount of $110.6 millioAlso in June 2012, we called for redemption albaf Cumulative Preferred Shai
Series W, at par plus accrued dividends. We willeem these shares on August 6, 2012. Amounisdiac¢he liquidation amount
$132.5 million.
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(3) We lease land, equipment and office space undéwusapperating leases. Certain leases are cameehadwever, significant penalti
would be incurred upon cancellation. Amounts ietéld above consider continuance of the lease wittemcellation

Off-Balance Sheet ArrangementsAt June 30, 2012, we had no material off-balastoget arrangements as defined under Regulatior83@&3K
(a)(4) and the instructions thereto.

ITEM 3. Quantitative and Qualitative Disclosures about Mrket Risk

To limit our exposure to market risk, we are cdjzea primarily with preferred and common equitur preferred shares are redeemat
our option generally five years after issuance,thatholder has no redemption option. Our debtisonly marketdisk sensitive portion of our capi
structure, which totals $368.7 million and represeh5% of the book value of our equity at June28a,2.

We have foreign currency exposures related to muestment in Shurgard Europe, which has a bookevafu$375.2 million at June :
2012. We also have a loan receivable from Shurgardpe, which is denominated in Euros, totaling2€8 million ($391.1 million) at June 30, 2012.

The table below summarizes annual debt maturitidsweeightedaverage interest rates on our outstanding debeatiid of each year and -
values required to evaluate our expected ¢lsts under debt agreements and our sensitiviintierest rate changes at June 30, 2012 (dollar ate
in thousands).

Remainde
of
2012 2013 2014 2015 2016 Thereafte Total Fair Value
Fixed rate dek $ 2258 $ 264,85, $ 35127 $ 30,00¢ $ 10,06f $ 6,092 $ 368,72( $ 375,70¢
Average interest ral 5.16% 5.72% 5.34% 4.3% 5.55% 5.66%
Variable rate debt (1 $ - $ - $ - $ - 8 - $ - $ - 3 =

Average interest rai

(1) Amounts include borrowings under our line of credihich expires in March 2017. As of June 30, 204€ have no borrowings unt
our line of credit
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ltem 4. Controls and Procedures

Conclusion Regarding the Effectiveness of DiscloserControls and Procedures

We maintain disclosure controls and procedures dhatdesigned to ensure that information requiceliet disclosed in reports we file ¢
submit under the Securities Exchange Act of 1934ammended, (“Exchange Acti§ recorded, processed, summarized and reportdinvitie time
periods specified in accordance with SEC guidelimed that such information is communicated to oanagement, including our Chief Execu
Officer and Chief Financial Officer, to allow timeldecisions regarding required disclosure basedhendefinition of "disclosure controls &
procedures" in Rules 13a-15(e) and 1&de) of the Exchange Act. In designing and ewvalgathe disclosure controls and procedures, manag
recognized that any controls and procedures, ntemladw well designed and operated, can providg mdsonable assurance of achieving the de
control objectives and management necessarily e@sined to apply its judgment in evaluating thetdmnefit relationship of possible controls
procedures in reaching that level of reasonablerasse. We also have investments in certain urtioiased entities and because we do not cc
these entities, our disclosure controls and proe=iwith respect to such entities are substantmtlye limited than those we maintain with respe
our consolidated subsidiaries.

Under the supervision and with the participatioroaf management, including our Chief Executive ¢&ffiand Chief Financial Officer, \
evaluated the effectiveness of our disclosure otsyand procedures, as required by Exchange A@ R3#&15(b), as of the end of the period cove
by this report. Based on that evaluation, our Chieecutive Officer and Chief Financial Officer adaded that our disclosure controls and procec
were effective, at a reasonable assurance level.

There were no changes in our internal control divemcial reporting during the quarter ended Jube2®12 that have materially affected
are reasonably likely to materially affect, oureimtal control over financial reporting.
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PART Il.  OTHER INFORMATION

ltem 1. Legal Proceedings

The information set forth under the heading “Cogeint Losses” in Note 12 to the Financial Statemanthis Form 109 is incorporated t
reference in this ltem 1.

ltem 1A. Risk Factors

In addition to the other information in this QualyeReport on Form 1@, you should carefully consider the risks desaibeour Annue
Report on Form 10-K filed for the year ended Decengi, 2011, in Part |, Item 1&Risk Factors. These factors may materially affect our busiy
financial condition and operating results and catddse our actual results to differ materially frdmse stated in forwardoking statements in tt
Form 10-Q and elsewhere. In addition, in considgethre forward-looking statements contained in frasm 10€Q and elsewhere, you should refe
the qualifications and limitations on our forwambking statements that are describe&anward Looking Statementsat the beginning of Part I, Ite
2.

Item 2. Unregistered Sales of Equity Securitiemnd Use of Proceeds

Common Share Repurchases

Our Board of Trustees has authorized the repurcfiagetime to time of up to 35,000,000 of our commghares on the open market ¢
privately negotiated transactions. During themabnths ended June 30, 2012, we did not repurchiasefaour common shares. From the inceptic
the repurchase program through August 3, 2012, awe miepurchased a total of 23,721,916 common slzras aggregate cost of approxime
$679.1 million. Our common share repurchase progdaes not have an expiration date and there a2¥8D084 common shares that may ye
repurchased under our repurchase program as of 3Wn2012. Future levels of common share repueshasll be dependent upon our avail
capital, investment alternatives, and the tradingepof our common shares.

Preferred Share Redemptions

During April 2012, we redeemed all 19.1 million ofir outstanding Cumulative Preferred Shares, Shtiegth a liquidation amount «
$476.6 million for an aggregate of $477.5 millionciash (inclusive of accrued dividends).

The following table presents monthly informatiotated to our redemption of all of our outstandingn@lative Preferred Shares, Serie
during the three months ended June 30, 2012:
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Total

Number of Average
Shares Price Paid
Period Covere: Repurchase per Share

April 1, 2012 — April 30, 2012
Preferred Share- Series M 19,065,35 $ 25.0C
May 1, 201z— May 31, 201z - -
June 1, 2012 — June 30, 2012 - -
Total 19,065,35 $ 25.0(C

ltem 6. Exhibits

Exhibits required by Item 601 of RegulatiorKSare filed herewith or incorporated herein by refece and are listed in the attached Ex
Index which is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirement of the Securities ExgbaAct of 1934, the Registrant has duly causesl itport to be signed on its behalf by
undersigned thereunto duly authorized.

DATED: August 3, 2012

PUBLIC
STORAGE

BYs/ John Reyes

John Reyes

Senior Vice President
and Chief Financial
Officer

(Principal financial
officer and duly
authorized officer
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3.5

3.6

3.7

3.8

3.9

3.10

3.11

3.12

3.13

3.14

3.15

PUBLIC STORAGE
INDEX TO EXHIBITS (1)
(Items 15(a)(3) and 15(c))
Articles of Amendment and Restatement of Declamatb Trust of Public Storage, a Maryland real estavestmer
trust. Filed with the Registrant’s Annual Repantfeorm 10K for the year ended December 31, 2010 and incatpc

by reference herein.

Bylaws of Public Storage, a Maryland real estatesiment trust. Filed with the Registr's Current Report on Fol
8-K dated May 11, 2010 and incorporated by refezdrarein.

Articles Supplementary for Public Storage 6.5009nQlative Preferred Shares, Series W. Filed withRegistrang
Current Report on Form 8-K dated June 6, 2007 acarporated by reference herein.

Articles Supplementary for Public Storage 6.450%nQlative Preferred Shares, Series X. Filed withRegistrant
Current Report on Form 8-K dated June 6, 2007 acarporated by reference herein.

Articles Supplementary for Public Storage 6.250%nQlative Preferred Shares, Series Z. Filed withRegistrant
Current Report on Form 8-K dated June 6, 2007 acorporated by reference herein.

Articles Supplementary for Public Storage 6.125%nGlative Preferred Shares, Series A. Filed with Registrar's
Current Report on Form 8-K dated June 6, 2007 acarporated by reference herein.

Articles Supplementary for Public Storage 6.180%nGlative Preferred Shares, Series D. Filed withRegistrant
Current Report on Form 8-K dated June 6, 2007 acorporated by reference herein.

Articles Supplementary for Public Storage 6.450%nQlative Preferred Shares, Series F. Filed withRlegistrant
Current Report on Form 8-K dated June 6, 2007 acarporated by reference herein.

Articles Supplementary for Public Storage 6.875%nQlative Preferred Shares, Series O. Filed withRlegistrant
Current Report on Form 8-K dated April 8, 2010 ambrporated by reference herein.

Articles Supplementary for Public Storage 6.500%nQlative Preferred Shares, Series P. Filed wighRegistrar's
Current Report on Form 8-K dated October 6, 20dDiacorporated by reference herein.

Articles Supplementary for Public Storage 6.5% Clative Preferred Shares, Series Q. Filed with Riegistrant’
Current Report on Form 8-K dated May 2, 2011 awdriporated by reference herein.

Articles Supplementary for Public Storage 6.35% Qlative Preferred Shares, Series R. Filed withRlegistrant
Current Report on Form 8-K dated July 20, 2011 iandrporated by reference herein.

Articles Supplementary for Public Storage 5.900%nQlative Preferred Shares, Series S. Filed wighRbgistrant
Current Report on Form 8-K dated January 9, 20t2ireorporated by reference herein.

Articles Supplementary for Public Storage 5.750%nQlative Preferred Shares, Series T. Filed withRegistrar's
Current Report on Form 8-K dated March 7, 2012iandrporated by reference herein.

Articles Supplementary for Public Storage 5.625%nGlative Preferred Shares, Series U. Filed withRegistrant
Current Report on Form-K dated June 6, 2012 and incorporated by referbapein.
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4.1

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10*

10.11*

10.12*

Master Deposit Agreement, dated as of May 31, 20®lad with the Registrant’s Current Report onR@-K datec
June 6, 2007 and incorporated by reference herein.

Amended Management Agreement between RegistranPablic Storage Commercial Properties Group, lated a
of February 21, 1995. Filed with Public Storage.® (“PSI”) Annual Report on Form 1K-for the year ende
December 31, 1994 (SEC File No. 001-0839) and pm@ted herein by reference.

Second Amended and Restated Management Agreememtdogimong Registrant and the entities listed ihetatec
as of November 16, 1995. Filed with PS Partnetd,'d Annual Report on Form 1R-for the year ended Decem!
31, 1996 (SEC File No. 001-11186) and incorporaietin by reference.

Agreement of Limited Partnership of PS Busines&®4dr.P. Filed with PS Business Parks, ls€uarterly Report ¢
Form 10-Q for the quarterly period ended June 3M8L(SEC File No. 0010709) and incorporated herein
reference.

Amended and Restated Agreement of Limited PartiershStorage Trust Properties, L.P. (March 12, A9%Filec
with PSI's Quarterly Report on Form 10-Q for theagerly period ended June 30, 1999 (SEC File N&-@8B9) an
incorporated herein by reference.

Amended and Restated Agreement of Limited PartigshPSA Institutional Partners, L.P. Filed wBSI's Annua
Report on Form 10-K for the year ended Decemberl®99 (SEC File No. 00@839) and incorporated herein
reference.

Amendment to Amended and Restated Agreement oftédniPartnership of PSA Institutional Partners, LHARec
with PSI's Quarterly Report on Form 10-Q for theagerly period ended June 30, 2000 (SEC File N&-@&B9) an
incorporated herein by reference.

Second Amendment to Amended and Restated Agreeofehimited Partnership of PSA Institutional Parts
L.P. Filed with PSI's Quarterly Report on Form QOfor the quarterly period ended March 31, 2004GSHe No
001-0839) and incorporated herein by reference.

Third Amendment to Amended and Restated Agreeménitimited Partnership of PSA Institutional Partn
L.P. Filed with PSI's Quarterly Report on Form QOfor the quarterly period ended September 30, 288 Fil¢
No. 001-0839) and incorporated herein by reference.

Amended and Restated Credit Agreement by and arRegistrant, Wells Fargo Securities, LLC and Meilihch,
Pierce Fenner & Smith Incorporated as joint leadragers, Wells Fargo Bank, National Associationa@sinistrativ:
agent, and the other financial institutions pahigréeto, dated as of March 21, 2012. Filed with ®8urrent Report
Form 8-K on March 27, 2012 (SEC File No. 001-0888) incorporated herein by reference.

PostRetirement Agreement between Registrant and B. Waynoghes dated as of March 11, 2004. Filed
Registrant’s Quarterly Report on Form 10-Q for go@rter ended June 30, 2009 and incorporated hieyeieference.

Shurgard Storage Centers, Inc. 2004 Long Term leeompensation Plan. Incorporated by referencéppendi;
A of Definitive Proxy Statement dated June 7, 26igdl by Shurgard (SEC File No. 001-11455).

Public Storage, Inc. 2001 Stock Option and IncentNan (“2001 Plan”). Filed with PSI'Registration Statement
Form £-8 (SEC File No. 33-59218) and incorporated herein by referel
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10.13*

10.14*

10.15*

10.16*

10.17*

10.18*

10.19*

10.20*.

10.21*

10.22*

12

311

31.2

32

Form of 2001 Plan Non-qualified Stock Option Agresm Filed with PSI's Quarterly Report on Form QCor the
quarterly period ended September 30, 2004 (SECN«iléD01-0839) and incorporated herein by reference

Form of 2001 Plan Restricted Share Unit Agreemé&iled with PSI's Quarterly Report on Form @Dfor the
quarterly period ended September 30, 2004 (SECNleD01-0839) and incorporated herein by reference

Form of 2001 Plan Non-Qualified Outside Directoockt Option Agreement. Filed with PSIQuarterly Report ¢
Form 10-Q for the quarterly period ended Septen@er2004 (SEC File No. 000839) and incorporated herein
reference.

Public Storage 2007 Equity and Performance-Basegntive Compensation Plan. Filed as Exhibit 4.Registrants
Registration Statement on Form S-8 (SEC File N8-B84907) and incorporated herein by reference.

Form of 2007 Plan Restricted Stock Unit Agreemdtited with Registrars Quarterly Report on Form -Q for the
quarter ended June 30, 2007 and incorporated hieyeieference.

Form of 2007 Plan Stock Option Agreement. FilethvRegistrant's Quarterly Report on Form QOfor the quarte
ended June 30, 2007 and incorporated herein byerefe.

Form of Indemnity Agreement. Filed with Registtardmendment No. 1 to Registration Statement omF+&+4
(SEC File No. 333-141448) and incorporated hergirelference.

Amendment to Form of Trustee Stock Option AgreemEeiled as Exhibit 10.30 to RegistrasmtAnnual Report ¢
Form 10-K for the year ended December 31, 2010ecatporated herein by reference.

Revised Form of Trustee Stock Option Agreemenéed=ds Exhibit 10.31 to Registr’'s Annual Report on Form -K
for the year ended December 31, 2010 and incorgaitatrein by reference.

Employment Offer Letter Agreement dated July 7, 2Qietween Registrant and Shawn Weidmann. Filedh
Registrant’s Current Report on Form 8-K dated Au@%s 2011 and incorporated herein by reference.

Statement Re: Computation of Ratio of EarningsixedrCharges and Preferred Stock Dividends. Hik@with.
31.1 Rule 13&- 14(a) Certification. Filed herewit
31.2 Rule 13a — 14(a) Certification. Filed hetbw

Section 1350 Certifications. Filed herewi
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ANS** XBRL Instance Document

SCH** XBRL Taxonomy Extension Schema

.CAL** XBRL Taxonomy Extension Calculation Linkbase

.DEF** XBRL Taxonomy Extension Definition Linkbase

.LAB** XBRL Taxonomy Extension Label Linkbase

.PRE** XBRL Taxonomy Extension Presentation Li

_ Q) SEC File No. 00-33519 unless otherwise indicat

* Denotes management compensatory plan agreememangement

*x Furnished herewitt
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PUBLIC STORAGE
EXHIBIT 12 — STATEMENT RE: COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

For the Six Months Ende

June 30 For the Year Ended December !
2012 2011 2011 2010 2009 2008 2007
(Amounts in thousand:

Net income $ 405,650 $ 42150¢ $ 836,45¢ $ 696,11- $ 790,45¢ $ 973,87: $ 487,07t
Less: Income allocated to noncontrolling

interests which do not have fixed char (1,466 (8,24%) (11,999 (16,567) (17,209 (17,66%) (16,527

Less: Equity in earnings of investme (17,71 (26,48¢) (58,709 (38,357 (53,244 (20,39) (22,739

Add: Cash distributions from investmel 22,10« 29,37¢ 53,507 49,88t 49,40¢ 43,45t 23,60t

Less: Impact of discontinued operations (281) (1) (2,977) (7,41%) 6,35¢€ 7,22¢ (54)

Adjusted net incom 408,29¢ 416,15: 816,29. 683,67- 775,77: 986,49° 481,36!

Interest expense 10,40: 12,91; 24,22 30,22¢ 29,91¢ 43,944 63,67

Total earnings available to cover fixed char $ 418,70( $  429,06¢ $ 84051 $ 713,89 $ 805,68 $ 1,030,44 $ 545,03

Total fixed charges interest expense (includi
capitalized interest) $ 10,44t $ 13,13¢ $§ 2458t $ 30,61( $ 30,63 $ 4594; $ 68,417

Cumulative preferred share cash divide $ 107,00 $ 116,25¢ $ 224,87 $ 232,74! $ 232,43. $ 239,72: $ 236,75

Preferred partnership unit cash distributi - - - 5,93( 9,45k 21,61: 21,61:
Allocations pursuant to EITF Topic D-42 38,32% 15,89¢ 35,58t 8,28¢ (78,219 (33,85)) -
Total preferred distribution $ 14533. $ 132,15! $ 260,46: $ 246,96: $ 163,66¢ $ 227,48. $ 258,36¢
Total combined fixed charges and preferred

share distributions $ 15577 $ 14529: $ 285,04 $ 277,57- $ 194,30: $ 273,42: $ 326,78t
Ratio of earnings to fixed charges 40.0% 32.66x 34.1% 23.3x 26.3(x 22.4% 7.97X
Ratio of earnings to fixed charges and prefe

share distributions 2.65x 2.95x 2.95x 2.57x 4.15x 3.77X 1.67x

Exhibit 12



RULE 13A -14(a) CERTIFICATION

I, Ronald L. Havner, Jr., certify that:
1. | have reviewed this Quarterly Report on Forr-Q of Public Storage

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omittde a material fact necessary to mak
statements made, in light of the circumstances uwtiéch such statements were made, not misleaditiy respect to the period covered by
report;

3. Based on my knowledge, the financial statements,adiner financial information included in this repdairly present in all material respects
financial condition, results of operations and cielvs of the registrant as of, and for, the pesipdesented in this repo

4. The registrant's other certifying officers and ¢ aesponsible for establishing and maintainingld&ae controls and procedures (as define
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdiriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 15d-15
() for the registrant and hav

a) designed such disclosure controls and proceduresaused such disclosure controls and procedurbe tiesigned under our supervisior
ensure that material information relating to thgisgant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidihig report is being prepare

b) designed such internal control over financial répgr or caused such internal control over finahoiporting to be designed under
supervision, to provide reasonable assurance riegatte reliability of financial reporting and thgreparation of financial statements
external purposes in accordance with generally@edeaccounting principle

c) evaluated the effectiveness of the registrant'slaisre controls and procedures and presentedisnréport our conclusions about
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation;

d) disclosed in this report any change in the regi¢'s internal control over financial reporting thatowed during the registre’s most recel
fiscal quarter (the registrastfourth fiscal quarter in the case of an annupbmg that has materially affected, or is reasopdidely to
materially affect, the registre’s internal control over financial reporting; a

5. The registrant's other certifying officers and Véalisclosed, based on our most recent evaluafiorteynal control over financial reporting, to
registrant's auditors and the audit committee efrégistrant's board of directors (or persons perifg the equivalent functions

a) all significant deficiencies and material weaknessethe design or operation of internal contrabiofinancial reporting which are reason:
likely to adversely affect the registrant's abilityrecord, process, summarize and report finamntietmation; anc

b) any fraud, whether or not material, that involvesnagement or other employees who have a significéatin the registrant's internal con
over financial reporting

/s/ Ronald L. Havner, Jr.

Name: Ronald L. Havner, .

Title: Chairman, Chief Executive Officer &d3ident
Date: August 3, 2012

Exhibit 31.1



RULE 13A - 14(a) CERTIFICATION

I, John Reyes, certify that:

1.

2.

I have reviewed this Quarterly Report on Forr-Q of Public Storage

Based on my knowledge, this report does not corgainuntrue statement of a material fact or omittde a material fact necessary to mak
statements made, in light of the circumstances uwtiéch such statements were made, not misleaditiy respect to the period covered by
report;

Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all material respects
financial condition, results of operations and cielvs of the registrant as of, and for, the pesipdesented in this repo

The registrant's other certifying officers and ¢ aesponsible for establishing and maintainingld@ae controls and procedures (as define

Exchange Act Rules 13a-15(e) and 15d-15(e)) amriat control over financial reporting (as defined&xchange Act Rules 13a-15(f) and 15d-15

() for the registrant and hav

a) designed such disclosure controls and proceduresused such disclosure controls and procedurbe ttesigned under our supervisior
ensure that material information relating to thgiggrant, including its consolidated subsidiarissmade known to us by others within th
entities, particularly during the period in whidiig report is being prepare

b) designed such internal control over financial répgr or caused such internal control over finahoigoorting to be designed under
supervision, to provide reasonable assurance rieggtte reliability of financial reporting and thgeparation of financial statements
external purposes in accordance with generally@edeaccounting principle

c) evaluated the effectiveness of the registrant'slaisre controls and procedures and presentedisnréport our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation;

d) disclosed in this report any change in gmgistrant’s internal control over financial repodithat occurred during the registranthost recel
fiscal quarter (the registrastfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasopdiely to
materially affect, the registre’s internal control over financial reporting; a

The registrant's other certifying officers and Véalisclosed, based on our most recent evaluafiorteynal control over financial reporting, to
registrant's auditors and the audit committee efrégistrant's board of directors (or persons periftg the equivalent functions

a) all significant deficiencies and material weaknessethe design or operation of internal contrabiofinancial reporting which are reason:
likely to adversely affect the registrant's abilityrecord, process, summarize and report finamtiatmation; anc

b) any fraud, whether or not material, that involvesnaggement or other employees who have a significémin the registrant's internal con
over financial reporting

[s/ John Reyes

Name: John Reye
Title:  Chief Financial Officer
Date: August 3, 2012

Exhibit 31.2



SECTION 1350 CERTIFICATION

In connection with the Quarterly Report on FormQ®f Public Storage (the “Companyf9r the quarterly period ended June 30, 2012,led fvith
the Securities and Exchange Commission on theldatnf (the “Report”)Ronald L. Havner, Jr., as Chairman, Chief Execuf¥ficer and Preside
of the Company and John Reyes, as Chief Finandfaded of the Company, each hereby certifies, parguo 18 U.S.C. §1350, as adopted pursuz
8906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) of the Securities Exchange Act 04123 amended; at

(2) The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of the Comps
/s/ Ronald L. Havner, Jr.

Name: Ronald L. Havner, .

Title: Chairman, Chief Executive Officer &daident
Date: August 3, 2012

/s/ John Reyes

Name: John Reys

Title: Chief Financial Officer
Date: August 3, 2012

This certification accompanies the Report pursuan906 of the Sarban&xley Act of 2002 and shall not, except to the ektequired by th
Sarbanes-Oxley Act of 2002, be deemed filed byQbmpany for purposes of 818 of the Securities EmghaAct of 1934, as amended.

A signed original of this written statement reqditey 8906 of the Sarban€xley Act of 2002 has been provided to the Company, will be retaine
and furnished to the SEC or its staff upon request.
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