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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

[X] Quarterly Report Pursuant to Section 13 or )S(fdthe Securities
Exchange Act of 1934

For the quarterly period ended June 30, 2009

or

[1 Transition Report Pursuantto Section 13 or 15(d) of the Securities
Exchange Act of 1934

For the transition period from to

Commission File Number: 001-33519

PUBLIC STORAGE
(Exact name of registrant as specified in its arart

Maryland 95-3551121
(State or other jurisdiction of B (1 .R.S. Employer Identification
incorporation or organization) Number)
701 Western Avenue, Glendale, California 91201-2349
(Address of principal executive ofﬁce;) (Zip Code)

Registrant's telephone number, including area @) 244-8080.

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for at leastplast 90 days.

[X] Yes [] No

Indicate by check mark whether the registrant lsmstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRiie 405 of Regulation S-T (ss.232.405 of thigptar) during the preceding 12 months
(or for such shorter period that the registrant veagiired to submit and post such files).

[X] Yes [] No

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, maccelerated filer or a smaller reporting

company. See the definitions of "large accelerfited, "accelerated filer" and "smaller reporticgmpany" in Rule 12b-2 of the Exchange
Act.

Large Accelerated Filer [X] Accelerated Filer [ pN-accelerated Filer [ ] Smaller Reporting Compghy
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act).
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PUBLIC STORAGE

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

ASSETS

Cash and cash equivalents............cccoccuueeeen.
Real estate facilities, at cost:

Investment in real estate entities.................
Goodwill, Net......ccoveviiiiiieeeee

Intangible assets, net.........cccccceveeeeeennn.

Loan receivable from Shurgard Europe...............
Other assets.......ccccvvvviiiiiiiiieieeeeeeeen

Total assets......cccccevveeeernnnn.
LIABILITIES AND EQUITY

Notes payable..........cooovviviiiiiiiiennnnn.
Accrued and other liabilities......................

Total liabilities.........................
Redeemable noncontrolling interests in subsidiaries

Commitments and contingencies (Note 12)
Equity:

Public Storage shareholders' equity:

Cumulative Preferred Shares of beneficial inter
value, 100,000,000 shares authorized, 886,14
(in series) and outstanding, (887,122 at Dec
at liquidation preference...................

Common Shares of beneficial interest, $0.10 par
shares authorized, 168,355,703 shares issued
(168,279,732 at December 31, 2008)..........

Equity Shares of beneficial interest, Series A,
100,000,000 shares authorized, 8,377.193 sha
outstanding........ccceeeeriiviieeininnen.

Paid-in capital................oee.

Retained earnings (deficit)

Accumulated other comprehensive loss...........

Total Public Storage shareholders' equity
Equity of permanent noncontrolling interests in
(NOtE 7) e
Total equity.........cccccvvvveveeeeeeenennn.

Total liabilities and equity.........

See accompanying notes.

(Unaudited)

June 30, Decem
2009

..................... $ 584,860 $ 6

..................... 2,716,466 2,7
..................... 7,534,187 7.4
10,250,653 10,2
..................... (2,568,215) (2.4
7,682,438 7.8
..................... 12,703
7,695,141 7.8
562,732 5
174,634 1
40,511
550,499 5
95,459 1

..................... $ 9,703,836 $ 99

..................... $ 524,440 $ 6

..................... 219,697 2
..................... 744,137 8
(Note 7)............ 12,872

est, $0.01 par

0 shares issued

ember 31, 2008)

..................... 3,399,777 3,4
value, 650,000,000

and outstanding

..................... 16,837
$0.01 par value,
res issued and
5,673,201 55
(258,732) 2
(18,090) (
..................... 8,812,993 8,7
subsidiaries
..................... 133,834 3
..................... 8,946,827 9,0

..................... $ 9,703,836 $ 99




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

Six Months Ended

(Unaudited)
Three Months Ended
June 30,
2009 2008
Revenues:
Self-storage facilities... $ 371630 $ 380,770 $
Ancillary operations..... 28,106 26,710
Interest and other income 7,516 11,014
407,252 418,494
Expenses:
Cost of operations:
Self-storage facilities...................... 124,478 128,124
Ancillary operations.. . 10,374 12,064
Depreciation and amortization.................... 83,796 94,829
General and administrative. 8,199 33,173
Interest eXpense.........ccoccvveeniecniennnen, 7,288 9,601
234,135 277,791
Income from continuing operations before equity in earnings
of real estate entities, gain (loss) on disposit ion of real
estate investments, gain on early retirement of debt
and foreign currency exchange gain (loss)....... ... 173,117 140,703
Equity in earnings of real estate entities......... 7,398 4,632
Gain (loss) on disposition of real estate investmen - (92)
Gain on early retirement of debt.................. -
Foreign currency exchange gain (loss) 2)
Income from continuing operations.................. 145,241
Discontinued operations............cc.ccccveueenne (8,333) (1,286)
NetiNCOME...ccovveiiiiiiiiiii e 205,387 143,955
Net income allocated (to) from noncontrolling equit y
interests:
Based upon income of the consolidated entites.. ... (6,215) (10,142)
Based upon redemptions of preferred partnership units..... - -
Net income allocable to Public Storage shareholders $ 199,172 $ 133,81 $
Allocation of net income to (from) Public Storage
shareholders:
Preferred shareholders based on distributions pa $ 58108 $ 60333 $
Preferred shareholders based on redemptions..... - -
Equity Shares, Series A 5,131 5,356
Restricted share units 446 146
Common shareholders..........ccoceovvcveee. L 135,487 67,978
$ 199,172 $ 133,81 $
Net income per common share - basic
Continuing operations $ 08 $ 041
Discontinued operations.... (0.05) (0.01)
$ 080 $ 040
Net income per common share - diluted
Continuing operations $ 08 $ 041
Discontinued operations.... (0.05) (0.01)
$ 080 $ 040
Net income per depositary share of Equity Shares, S eries A
(basic and diluted) .......ccovveveeeeeee $ 061 $ 061
Basic weighted average common shares outstanding... ... 168,348 168,028
Diluted weighted average common shares outstanding. ... 168,528 168,479
Weighted average shares of Equity Shares, Series A (basic
and diluted)......cccoovvvviiiiiiie 8,377 8,744

See accompanying notes.

June 30,
2009 2008
742,869 $ 805,043
53,941 56,747
15,149 13,858
811,959 875,648
257,952 284,779
20,027 23,368
168,762 217,069
17,878 48,089
15,416 26,088
480,035 599,393
331,924
30,209
2,722
4114
(1,528)

367,441
(8,625)
358,816
(14,642) (17,741)
72,000 -
416,174 $ 646,155
116,216 $ 120,666
(6,218) -
10,262 10,712
932 1,971
294,982 512,806
416,174 $ 646,155
180 $ 3.06
(0.05) (0.01)
175 $ 3.05
1.80 $ 3.05
(0.05) (0.01)
175 $ 3.04
123 $ 1.23
168,330 168,307
168,501 168,731
8,377 8,744




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

(Unaudited)
Accumulated
Cumulative R etained Other
Preferred Common Paid-in E arnings  Comprehensive
Shares Shares Capital ( Deficit) Loss
Balance at December 31, 2008...............cc...... $ 3,424,327 $ 16,829 $ 5,590,093 $ ( 290,323) $ (31,931)
Repurchase of cumulative preferred shares (982,000
shares) (NOte 8).......cccecveerieriiiirninene (24,550) - 7,015 - -
Redemption of preferred partnership units (Note 7). - - 72,000 - -
Issuance of common shares in connection with

share-based compensation (75,971 shares)

(NOtE 10 - 8 761 - -
Stock-based compensation expense (Note 10) ........ - - 3,332 - -
Adjustments of redeemable noncontrolling

interests in subsidiaries to liquidation value

(Note 7)... . - - - (255) -

Net income.........cccovvviiiiiiiiiiiie, - - - 358,816 -
Net income allocated based upon income of the
consolidated entities to (Note 7):
Redeemable noncontrolling interests in
subsidiaries..........cccoveeiiiiiiinenns - - - (506) -

Permanent noncontrolling equity interests...... - - - (14,136) -
Distributions to equity holders:

Cumulative preferred shares (Note 8)............ - - - ( 116,216) -

Permanent noncontrolling interests in

subsidiaries ..o, - - - - -
Equity Shares, Series A ($1.225 per depositary
Share)......ccooviiiiiiiciicciee - - - (10,262) -

Holders of unvested restricted share units...... - - - (674) -

Common Shares ($1.10 per share)....... - - - ( 185,176) -
Other comprehensive income: Currency translation

adjustments (NOte 2)........ccccvvvervenennn. - - - - 13,841
Balance at June 30, 2009..........ccccocueerneenne $ 3,399,777 $ 16,837 $ 5,673,201 $ ( 258,732) $ (18,090)

Equity of

Total Public  Permanent
Storage  Noncontrolling
Shareholders' Interests
Equity In Subsidiaries Total Equity

Balance at December 31, 2008.............c.c....... $ 8,708,995 $ 358,109 $ 9,067,104
Repurchase of cumulative preferred shares (982,000

shares) (Note 8)......ccccvvvevvvveiieeenennnnn. (17,535) - (17,535)
Redemption of preferred partnership units (Note 7). 72,000 (225,000) (153,000)

Issuance of common shares in connection with

share-based compensation (75,971 shares)

(NOte 10)...cciveiiiieiiieeiiie e 769 - 769
Stock-based compensation expense (Note 10) ........ 3,332 - 3,332
Adjustments of redeemable noncontrolling

interests in subsidiaries to liquidation value

(255) - (255)
358,816 - 358,816
Net income allocated based upon income of the
consolidated entities to (Note 7):
Redeemable noncontrolling interests in
subsidiaries.........cooeeeriiiieeeennnen. (506) - (506)
Permanent noncontrolling equity interests...... (14,136) 14,136 -
Distributions to equity holders:
Cumulative preferred shares (Note 8)............ (116,216) - (116,216)
Permanent noncontrolling interests in
subsidiaries ........ccccoeeveiiiiiieeenns - (13,411) (13,411)
Equity Shares, Series A ($1.225 per depositary
Share).....coovvviiiiieiiceic e (10,262) - (10,262)
Holders of unvested restricted share units...... (674) - (674)
Common Shares ($1.10 per share)................. (185,176) - (185,176)
Other comprehensive income: Currency translation
adjustments (NOte 2)...........ooeevvvrvrenennns 13,841 - 13,841
Balance at June 30, 2009............cccceeeneeen. $ 8,812,993 $ 133,834 $ 8,946,827

See accompanying notes.



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

(Unaudited)
For the Six Mon ths Ended
June 30 ,
2009 2008
Cash flows from operating activities:
NELINCOME...oviviieciice e e $ 358,816 $ 663,896
Adjustments to reconcile net income to net cash provided by operating
activities:

Gain on disposition of real estate investments, including amounts in

discontinued operations..................... (6,903) (341,773)
Gain on early retirement of debt (4,114) -
Impairment charge on intangible asset.......... 8,205 -
Depreciation and amortization including amounts

OPErations.........cceevvveeeeeeniieneenne 169,484 217,877
Equity share of income allocations from investe

preferred StOCK .......cccoeeeveiiiinnnns (16,284) -

Distributions received from real estate entitie

See accompanying notes.

s in excess of equity in

CAMMINGS...eeieeiiiiieeee e e e 9,783 11,788
Foreign currency exchange loss (gain).......... 1,528 (40,969)
Adjustments for stock-based compensation, amort ization of note premium,

and other......cccooviviiiies e 21,733 371

Total adjustments.......ccccvvvvveeeeneees s 183,432 (152,706)

Net cash provided by operating activities... L 542,248 511,190

Cash flows from investing activities:
Capital improvements to real estate facilities (32,575) (31,571)
ConStruction iN ProCeSS.....cccvvvveeeeeeceees e (5,933) (40,081)
Acquisitions of real estate facilities......... L - (20,992)
Proceeds from sales of other real estate invest ments........ccoccveeeen. 10,261 493
Proceeds from the disposition of interest in Sh urgard Europe (Note 3)... 609,059
Deconsolidation of Shurgard Europe (Note 3).... e - (34,588)
Investment in Shurgard EUrope..........ceeee. e - (32,911)
Other investing activities.......cccccceeeeeeee. e (823) 1,157
Net cash (used in) provided by investing act IVItieS....oeeeeiiinee. (29,070) 450,566
Cash flows from financing activities:
Principal payments on notes payable............ (6,200)
Redemption of senior unsecured notes payable... -
Proceeds from borrowing on debt of Existing Eur - 14,654
Net proceeds from the issuance of common shares 769 5,090
Repurchases of common shares................... - (1112,903)
Redemption of cumulative preferred shares...... (17,535) -
Redemption of permanent noncontrolling equity i (153,000) -
Distributions paid to Public Storage shareholde (312,328) (316,980)
Distributions paid to noncontrolling equity int (14,077 (19,401)
Net cash used in financing activities....... L (609,539) (434,740)
Net (decrease) increase in cash and cash equivalent [ (96,361) 527,016
Net effect of foreign exchange translation on cash. 520 2,542
Cash and cash equivalents at the beginning of the p eriod......ccoceeennns 680,701 245,444
Cash and cash equivalents at the end of the period. =~ ... $ 584,860 $ 775,002



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

(Unaudited)
(Continued)
For the Six Months Ended
June 30,
2009 2008

SUPPLEMENTAL SCHEDULE OF NON CASH INVESTING AND FINANCING ACTIVITIES:

Foreign currency translation adjustment:

Real estate facilities, net of accumulated d $ (2,022) $ (96,581)
Construction in process............cc....... - (956)
Investment in real estate entities.......... (11,633) 891
Intangible assets, net.............c........ - (4,526)
Loan receivable from Shurgard Europe........ 1,862 98
Other assets..........oovevvvvveiieeennns - (3,699)
Notes payable...................... - 28,912
Accrued and other liabilities - 5,879
Permanent noncontrolling equity interests in - 7,249
Accumulated other comprehensive income...... 12,313 65,275
Deconsolidation of Shurgard Europe (Note 3)
Real estate facilities, net of accumulated d - 1 ,693,524
Construction in process............cc....... - 10,886
Investment in real estate entities.......... - (594,330)
Loan receivable from Shurgard Europe........ - (618,822)
Intangible assets, net.............c........ - 78,135
Other assets............... - 68,486
Notes payable - (424,995)
Accrued and other liabilities............... - (98,571)
Permanent noncontrolling equity interests in - (148,901)
Real estate acquired in exchange for assumption of mortgage note...... - (10,250)
Mortgage note assumed in connection with the acq uisition of real
eStALE. ..o e - 10,250
Revaluation of notes payable:
Notes payable.........ccoccevvvivcnees s - 224
Other asSetS....covcvveiiiiiieeeeeccees s - (224)

See accompanying notes.



PUBLIC STORAGE

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
June 30, 2009

1. Description of the Business

Public Storage, Inc., formerly a California corpara, was organized in 1980. Effective June 1, 200lfowing approval by our shareholders,
we reorganized Public Storage, Inc. into Public&le, a Maryland real estate investment trust ifrefieto herein as "the Company", "the

Trust", "we", "us", or "our"). Our principal busise activities include the acquisition, developmentership and operation of self-storage
facilities which offer storage spaces for leas@egally on a month-to-month basis, for personallamginess use. Our sedferage facilities a

located primarily in the United States ("U.S."). \Wlso have interests in self-storage facilitiesated in seven Western European countries.

At June 30, 2009, we had direct and indirect equitgrests in 2,010 self-storage facilities loc&ate88 states operating under the "Public
Storage" name, and 185 self-storage facilitiestextan Europe which operate under the "Shurgarda§eCenters” name. Included in the
2,010 self-storage facilities is one facility fohiwh we discontinued operations during the threathmended June 30, 2009 in connection
with an eminent domain proceeding. We also hawectand indirect equity interests in approximag&lymillion net rentable square feet of
commercial space located in 11 states in the UiB.apily operated by PS Business Parks, Inc. ("B$Bder the "PS Business Parks" name.

Any reference to the number of properties, squaotafye, number of tenant reinsurance policies andétg and the aggregate coverage of
such reinsurance policies are unaudited and outis&lsecope of our independent registered publiowting firm's review of our financial
statements in accordance with the standards d®utic Company Accounting Oversight Board.

2. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitic U.S. generally accepted
accounting principles ("GAAP") for interim finantimformation and the instructions to Form 10-Q @aticle 10 of Regulation S-X.
Accordingly, they do not include all of the infortitm and notes required by GAAP for complete finahstatements. In the opinion of
management, all adjustments (consisting of normdlracurring adjustments) considered necessary fair presentation have been reflected
in these unaudited condensed consolidated finasEs#ments. Operating results for the three anthenths ended June 30, 2009 are not
necessarily indicative of the results that may Xygeeted for the year ending December 31, 2009 @sedsonality and other factors. The
accompanying unaudited condensed consolidateddialestatements should be read together with theaalated financial statements and
related notes included in the Company's Annual RepoForm 10-K for the year ended December 318200

Certain amounts previously reported in our Decen3tie2008, March 31, 2008, and June 30, 2008 fiahstatements have been reclassified
to conform to the June 30, 2009 presentation, distudiscontinued operations, the grouping of #g@asate captions "cumulative earnings"
and "cumulative distributions" into "retained eags (deficit)" on our condensed consolidated balaeet, as well as reclassifications
required by newly implemented accounting standdedsribed below.

The Company has evaluated subsequent events thAauglst 7, 2009, which represents the filing ddtthis Form 10-Q with the Securities
and Exchange Commission ("SEC"). As of August TR Qhere were no subsequent events which reqreadnition or disclosure.

6



PUBLIC STORAGE
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
June 30, 2009

Adjustments due to accounting pronouncements bewmpgaffective January 1,
2009

Statement of Financial Accounting Standards No, Il8@ncontrolling Interests in Consolidated Final@&tatementsan amendment of AR
No. 51" ("SFAS No. 160") and other accounting stadd implemented by the Financial Accounting Stasel8oard and the SE
(collectively, the "Revised Minority Interest Stamds") became effective January 1, 2009. As atiesalhave reclassified certain equity
interests previously referred to as minority ing#seon our balance sheet at December 31, 200&tmgment noncontrolling interests in
subsidiaries" or "redeemable noncontrolling interés subsidiaries." These reclassifications insegaequity by $351,640,000, increased
redeemable noncontrolling interests in subsididne$12,777,000, and decreased minority intere§384,417,000, as compared to the
amounts previously presented as of December 3B.2Z0D0 our condensed consolidated statement of iacarmome allocations to the
aforementioned equity interests were reclassifiechf'minority interest in income", a reduction tewéme, to "income allocated to
noncontrolling interests in subsidiaries," an allban of net income in calculating net income aliole to our common shareholders. These
adjustments increased net income $10,142,000 and 41,000 for the three and six months ended JOn2®8, respectively, but had no
impact upon net income allocable to our commonedialders or on earnings per common share, as cechpaamounts previously
presented.

In addition, FASB Staff Position No. EITF 03-6-Détermining Whether Instruments Granted in ShargeBd&Payment Transactions Are
Participating Securities,” which became effectigauhry 1, 2009, requires the "two class" methaallotating income with respect to
restricted share units to determine basic andedlleirnings per common share. Previously, resiriftare units were included in weighted
average diluted shares, based upon applicatiamedféeasury stock method. This change resulteddgceease in income allocable to our
common shareholders of approximately $146,000 dn@7#,000 and a decrease in diluted weighted ageragmon shares outstanding of
335,000 and 291,000 for the three and six monttea&dune 30, 2008, respectively. As a result afetolanges, basic and diluted earnings
per common share each decreased approximately,8&@bmpared to amounts previously presentedhéothiree and six months ended June
30, 2008, respectively.

Consolidation Policy

Entities in which we have an interest are firstleated to determine whether, in accordance withptiogisions of the Financial Accounting
Standards Board's Interpretation No. 46R, "Conatilich of Variable Interest Entities," they repraseariable Interest Entities ("VIE'S").
VIE's in which we are the primary beneficiary aomsolidated. Entities that are not VIE's that wetod are consolidated.

When we are the general partner, we are considereghtrol the partnership unless the limited pertrpossess substantial "kick-out" or
"participative” rights as defined in Emerging Issdesk Force Statement 04-etermining whether a general partner or the ganmartner
as a group, controls a limited partnership or imantity when the limited partners have certaghts" ("EITF 04-5").

The accounts of the entities we control, along whiéhaccounts of the VIE's for which we are thenaiiy beneficiary, are included in our
condensed consolidated financial statements, dmttedcompany balances and transactions are dit@ih We account for our investment in
entities that we do not consolidate using the gquitthod of accounting or, if we

7



PUBLIC STORAGE
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
June 30, 2009

do not have the ability to exercise significantushce over an investee, the cost method of actwur€@hanges in consolidation status are
reflected effective the date the change of comraletermination of primary beneficiary status aoed, and previously reported periods are
not restated. The entities that we consolidatenduttie periods, to which the reference appliesrefegred to hereinafter as the "Consolidated
Entities." The entities that we have an interediuhdo not consolidate during the periods, to White reference applies, are referred to
hereinafter as the "Unconsolidated Entities."

Collectively, at June 30, 2009, the Company andXbesolidated Entities own a total of 2,000 reghiesfacilities, consisting of 1,991 self-
storage facilities in the U.S., one self-storagglifs in London, England and eight commercial fdigis in the U.S.

At June 30, 2009, the Unconsolidated Entities araprised of PSB, Shurgard Europe, as well as vailimited and joint venture partnersh
(referred to as the "Other Investments"). At Jube2®09, PSB owns approximately 19.6 million reteadguare feet of commercial space,
Shurgard Europe has interests in 184 self-storagjéties in Europe with 9.8 million net rentablgusre feet, and the Other Investments own
in aggregate 19 self-storage facilities in the U.S.

Use of Estimates

The preparation of the condensed consolidated diahatatements in conformity with GAAP requiresmagement to make estimates and
assumptions that affect the amounts reported icdheolidated financial statements and accompamabgs. Actual results could differ from
those estimates.

Income Taxes

For all taxable years subsequent to 1980, the Coypas qualified and intends to continue to quasya real estate investment trust
("REIT"), as defined in Section 856 of the InterRavenue Code. As a REIT, we do not incur federalgnificant state tax on that portion of
our taxable income which is distributed to our shatders, provided that we meet certain tests. #lie\® we have met these tests during
2008 and we expect to meet these tests during 20@9accordingly, no provision for federal incorares has been made in the
accompanying condensed consolidated financialrataiés on income produced and distributed on reéateesental operations. Our taxable
REIT subsidiaries are subject to regular corpaateon their taxable income, and such corporatesaxe presented in ancillary cost of
operations in our accompanying condensed consetidattitements of income. We also are subject tainestate taxes, which are presente
general and administrative expense in our acconipgropndensed consolidated statements of incomehaVe concluded that there are no
significant uncertain tax positions requiring resiign in our financial statements with respecalidax periods which remain subject to
examination by major tax jurisdictions as of Jufe 2009, as well as the six month interim periodezhJune 30, 2009.

Real Estate Facilities

Real estate facilities are recorded at cost. Cxsgtsciated with the acquisition, development, cangon, renovation and improvement of
properties are capitalized. Interest, propertysaad other costs associated with developmentriedturing the construction period are
capitalized as building cost. Costs associated thutrsale of real estate facilities or interesteeal estate investments are expensed as
incurred. The purchase cost of existing self-stefagilities that we acquire are allocated basezhuplative fair value of the land, building
and tenant intangible components of the real efdattity. Expenditures for repairs and maintenaace expensed when incurred.
Depreciation expense is computed using the strdilghimethod over the estimated useful lives oftibédings and improvements, which
generally range from 5 to 25 years.



PUBLIC STORAGE
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
June 30, 2009

Other Assets

Other assets primarily consist of prepaid experisgestments in held-to-maturity debt securitiex;cants receivable, interest receivable, and
restricted cash.

Accrued and Other Liabilities

Accrued and other liabilities consist primarilyrefl property tax accruals, tenant prepaymentsrmifr accrued interest payable, losses and
loss adjustment liabilities for our own exposured astimated losses related to our tenant insuractogties, and trade payables.

Financial Instruments

We have estimated the fair value of our finanaiatiuments using available market information gogi@priate valuation methodologies.
Considerable judgment is required in interpretirgyket data to develop estimates of market valueoAtingly, estimated fair values are not
necessarily indicative of the amounts that coulddadized in current market exchanges.

For purposes of financial statement presentatienconsider all highly liquid financial instrumemstsch as short-term treasury securities,
money market funds with daily liquidity and a rafim excess of AAA by Standard and Poor's, or itmest grade short-term commercial
paper with remaining maturities of three monthegs at the date of acquisition to be cash equitglény such cash and cash equivalents
which are restricted from general corporate us&rioted cash) due to insurance or other regulafionbased upon contractual requirements,
are included in other assets.

Due to the short period to maturity and the undegyharacteristics of our cash and cash equiva|etler assets, and accrued and other
liabilities, we believe the carrying values as preed on the consolidated balance sheets are ed@sastimates of fair value.

Financial assets that are exposed to credit rinkisbprimarily of cash and cash equivalents a$ asehccounts receivable and restricted cash
which are included in other assets on our acconipgrgondensed consolidated balance sheets. Castaahdquivalents and restricted cash,
consisting of shorterm investments, including commercial paper, anlg mvested in investment instruments with an stagent grade rating
We have a loan receivable from Shurgard Europe!'lSzen Receivable from Shurgard Europe" below fdoimation regarding our fair

value measurement of this instrument.

At June 30, 2009, due primarily to our investmenamd loan receivable from Shurgard Europe, ouradjmss and our financial position are
affected by fluctuations in the exchange rates betwthe Euro, and to a lesser extent, other Eunop@raencies, against the U.S. Dollar.

We estimate the fair value of our notes payableet®529,532,000 at June 30, 2009, based upon disieguhe future current cash flows
under each respective note at an interest ratafgpabximates those of loans with similar creddreleteristics, term to maturity and other
market data.

Goodwill

Gooduwill represents the excess of acquisition owst the fair value of net tangible and identif@abitangible assets acquired in business
combinations. Each business combination from whichgoodwill arose was for the acquisition of ssnglsinesses and accordingly, the
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allocation of our goodwill to our business segméntsased directly on such acquisitions. Our gotidvais an indeterminate life. Our good
balance of $174,634,000 is reported net of accurdilamortization of $85,085,000 as of June 30, 20@PDecember 31, 2008 in our
accompanying condensed consolidated balance sheets.

We evaluate impairment of goodwill annually by caripg the aggregate book value (including goodwilgach reporting unit to their
respective estimated fair value. No impairmentwfgoodwill was identified in our annual evaluat@nDecember 31, 2008. No impairment
indicators were noted as of June 30, 2009 whichldvbave required an interim evaluation of goodfgl impairment.

Intangible Assets

We acquire finite-lived intangible assets represgnprimarily the estimated value of tenants incpléa "Tenant Intangible") at the date of the
acquisition of each respective acquired facilitgn@nt Intangibles are amortized relative to theefieaf the tenants in place to each perioc
June 30, 2009, our Tenant Intangibles have a ek balue of $21,687,000 ($33,181,000 at DecembgB08), which is net of accumulated
amortization and impairment charges of $347,499($336,005,000 at December 31, 2008).

Amortization expense of $1,032,000 and $11,722y@88 recorded for our Tenant Intangibles for thee¢imonths ended June 30, 2009 and
2008, respectively and $3,289,000 and $40,133,G30recorded for the six months ended June 30, 2002008, respectively. Also during
the three and six months ended June 30, 2009, seeded an impairment charge of $8,205,000 in caimeavith an eminent domain
proceeding at one of our facilities. This impairmelmarge is reflected under "discontinued operati@am our condensed consolidated
statement of income. The estimated future amoiizaxpense for our finite-lived intangible assestas follows:

2009 (remainder of) $ 2,062,000

2010 2,113,000

2011 1,590,000

2012 1,521,000

2013 1,414,000

2014 and beyond 12,987,000
$ 21,687,000

We also have an intangible asset representingahuwe wf the "Shurgard” trade name, which is use8Htuyrgard Europe pursuant to a licen
agreement described more fully in Note 3, with albealue of $18,824,000 at June 30, 2009 and DeeeBih 2008. The Shurgard trade
name has an indefinite life and, accordingly, wendbamortize this asset but instead analyze @&roannual basis for impairment. No
impairments were noted from our evaluations in p@rjods presented in these accompanying condessoladated financial statements.

Evaluation of Asset Impairment

We evaluate our real estate and Tenant Intangibiampairment on a quarterly basis. We first eadduthese assets for indicators of
impairment, and if any indicators of impairment aceed, we determine whether the carrying valusush assets is in excess of the future
estimated undiscounted cash flows attributablbése assets. If there is
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excess carrying value over such future undiscoucast flows, an impairment charge is booked fortkmess of carrying value over the
assets' estimated fair value. Any long-lived asaéiish we expect to sell or otherwise dispose ajfrdo their estimated useful life are stated
at the lower of their estimated net realizable ggless cost to sell) or their carrying value. Npairment was identified from our evaluations
in any periods presented in the accompanying ca®tboonsolidated financial statements, other tharnpairment totaling $8,205,000
described above with respect to intangible assetsrded in the three months ended June 30, 2009.

Revenue and Expense Recognition

Rental income, which is generally earned pursuanidnth-to-month leases for storage space, asasddite charges and administrative fees,
are recognized as earned. Promotional discounteaognized as a reduction to rental income oweptbmotional period, which is generally
during the first month of occupancy. Ancillary rewes and interest and other income is recognizeshwhrned. Equity in earnings of real
estate entities is recognized based on our owneistarest in the earnings of each of the Uncodatdid Entities.

We accrue for property tax expense based uponlaon@unts billed for the related time periods andsome circumstances due to taxing
authority assessment timing and disputes of assesseunts, estimates and historical trends. Ifalestimates are incorrect, the timing and
amount of expense recognition could be affectedt 6boperations, general and administrative expengerest expense, as well as televit
yellow page, and other advertising expenditureseapensed as incurred. Casualty losses or gairee@wgnized in the period the casui
occurs, based upon the differential between th& batue of assets destroyed and estimated insupoceeds, if any, that we expect to
receive in accordance with our insurance contracts.

Foreign Currency Exchange Translation

The local currency is the functional currency foe foreign operations for which we have an interdssets and liabilities included on our
condensed consolidated balance sheets, includingouity investment in Shurgard Europe, are traedlat end-of-period exchange rates,
while revenues, expenses, and equity in earningjseofelated real estate entities, are transldtdtbaverage exchange rates in effect during
the period. The Euro, which represents the funatioarrency used by a majority of the foreign ofieres for which we have an interest, was
translated at an end-of-period exchange rate afoappately 1.405 U.S. Dollars per Euro at JuneZM9 (1.409 at December 31, 2008), and
average exchange rates of 1.361 and 1.563 fohtee months ended June 30, 2009 and 2008, resglgciivd 1.334 and 1.530 for the six
months ended June 30, 2009 and 2008, respectiglyty is translated at historical rates and tisailteng cumulative translation adjustments,
to the extent not included in net income, are idetlias a component of accumulated other compreteeimgiome (loss) until the translation
adjustments are realized. See "Other Comprehehsieene" below for further information regarding dareign currency translation gains
and losses.

Fair Value Accounting

In 2006, the FASB issued SFAS No. 157, "Fair Vdlleasurement" ("SFAS No. 157"). SFAS No. 157 expardsired fair value
disclosures, whenever other accounting standacisresor permit fair value measurements, includhginformation used to measure fair
value, and the effect of fair value measurementsasnings. SFAS No. 157 clarifies that fair valsi@mn exit price, representing the amount
that would be received to sell an asset or patthtasfer a liability in an orderly transaction betm market participants, and establishes a
threetier fair value hierarchy, which prioritizes thepirts used in measuring fair value. The Company tediojhe provisions of SFAS No. 1
on January 1, 2008 with respect to financial asmedsliabilities and on January 1, 2009 with respenon-financial assets and liabilities,
which had no effect on our financial position, aaérg results or cash flows. See "Loan Receivatlm fShurgard Europe" and "Financial
Instruments”, as well as "Redeemable Noncontroliimgrests in Subsidiaries" and "Other Permanemtcotrolling Interests in Subsidiarie
in Note 7 for information regarding our fair valomeasurements.
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Loan Receivable from Shurgard Europe

As of June 30, 2009, we had a loan receivable fatwrgard Europe totaling $550,499,000 ($552,361@@ecember 31, 2008).

The loan bears interest at a fixed rate of 7.5%apaum, and had an initial term of one year expgiMarch 31, 2009 which was extended by
Shurgard Europe pursuant to the terms of the aigiate to March 31, 2010. If Shurgard Europe aeguits partner's interests in First
Shurgard and Second Shurgard (collectively, thestifxg European Joint Ventures"), we have agreqadwuide additional loans to Shurgard
Europe, under the same terms as the existing lé@ngp to (euro)185 million ($259.9 million as &ine 30, 2009). This commitment was
extended to March 31, 2010 and was originally &ur¢)305 million, but was reduced as the resutebhancing one of the joint venture
loans. Shurgard Europe has no obligation to acdbése interests, and the acquisition of thesedste is contingent on a number of items,
including whether we assent to the acquisition.r_feges collected from Shurgard Europe are amoriired straight-line basis as interest
income over the applicable term to which the fegliap.

The loan receivable from Shurgard Europe is denatathin Euros and is converted to U.S. Dollardif@ncial statement purposes. During
each applicable period, because we expected repdymithin two years of each respective balance tsthe, we have been recognizing
foreign exchange rate gains or losses in incon@erasult of changes in exchange rates betweenuwfedhd the U.S. Dollar during the three
and six months ended June 30, 2009 and 2008. Edhtee and six months ended June 30, 2009, wedestinterest income of
approximately $5,797,000 and $10,974,000, respelgtivelated to the loan. For the three and sixtimended June 30, 2008, we recorded
interest income of approximately $6,319,000 relatethe loan.

The $5,797,000 in interest income for the three timended June 30, 2009 reflects the gross ambanged to Shurgard Europe totaling
$11,366,000 less our 49% pro-rata portion totafiih69,000 which is reflected as part of our eqgintgarnings of real estate entities rather
than interest and other income. The $10,974,00&é@mest income for the six months ended June 09 2eflects the gross amount charge
Shurgard Europe totaling $21,517,000 less our 48%ata portion totaling $10,543,000 which is refél as part of our equity in earnings of
real estate entities rather than interest and atisceme. The $6,319,000 in interest income fortthiee and six months ended June 30, 2008
reflects the gross amount charged to Shurgard Euaipling $12,390,000 less our 49% pata portion totaling $6,071,000 which is reflec
as equity in earnings of real estate entities rathen interest and other income.

Although there can be no assurance, we believeSthatgard Europe has sufficient liquidity and aglial, and we have sufficient creditor
rights, such that credit risk is minimal. In adalitj we believe the interest rate on the loan apprates the market rate for loans with similar
credit characteristics and tenor; however, dueyfuhctions in current credit markets, it is difficto estimate a market rate. Nonetheless,
based upon the estimated market rate combinedtiétshort term to maturity, we believe the carryiafpe of the loan approximates fair
value. The characteristics of the loan and comparatetrics utilized in our evaluation represegngficant unobservable inputs, which are
"Level 3" inputs as the term is utilized in SFAS.N&7.

Other Comprehensive Income

We reflect other comprehensive income (loss) farpgyo-rata share of currency translation adjustsegiited to the foreign operations for
which we have an interest that is not already reizagl in our net
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income. Such other comprehensive income (losgflisated as a direct adjustment to "Accumulatede©@omprehensive Income" in the
equity section of our consolidated balance sheetjsiadded to our net income in determining totmhprehensive income for the period.

The following table reflects the components of otirer comprehensive (loss) income, and our totaprehensive income, for each
respective period:

Fort he Three Months Ended For the Six Months Ended
June 30, June 30,
20 09 2008 2009 2008

(Amounts in thousands)
Net income.........cccoeveeevieeninenne $ 20 5,387 $ 143,955 $ 358,816 $ 663,896
Other comprehensive income (loss):
Aggregate foreign currency translation
adjustments for the period.......... 5 7,249 (947) 12,313 65,275
Less: foreign currency translation
adjustments recognized during the
period and reflected in "Gain
(loss) on disposition of real
estate investments"................. - - - (37,854)
Less: foreign currency translation
adjustments reflected in net income

as "Foreign currency (gain) loss"... 3 3,205) 2 1,528 (40,969)
Other comprehensive income (loss) income

for the period...........cceeveeen 2 4,044 (945) 13,841 (13,548)
Total comprehensive income................ $ 22 9,431 $ 143,010 $ 372,657 $ 650,348

Discontinued Operations

We segregate all of our discontinued operationsdaa be distinguished from the rest of the Company/will be eliminated from the

ongoing operations of the Company. During the sbnths ended June 30, 2009, we decided to terminattruck rental and containerized
storage business units. Truck operations ceasefiMarch 31, 2009, and the containerized operatisedeing actively marketed for sale |
are expected to be disposed of by December 31, 2308 result, we reclassified all of the historiegvenues and expenses of these
operations from ancillary revenues and ancillayamses, into "discontinued operations.” Includedisicontinued operations is $3.5 million

in expenses incurred in the six months ended Jan29 related primarily to disposing of truckedisn our truck rental operations. Also
included in discontinued operations for the thneé six months ended June 30, 2009 is an $8.2 miltigpairment charge on intangible assets
in connection with an eminent domain proceedingret of our self-storage facilities.

Net Income per Common Share

In computing net income allocated to our commonednaders, we first allocate net income to our monilling interests in subsidiaries
(Note 7) and preferred shareholders to arrive aineeme allocable to our common shareholders.itetme allocated to preferred
shareholders or noncontrolling interests in subsids includes any excess of the cash requiregdeem any preferred securities in the period
over the net proceeds from the original issuandaetecurities (or, if securities are redeemedefss than the original issuance proceeds,
income allocated to the holders of the redeemedrgies is reduced).

The remaining net income is allocated among owlezgcommon shares, restricted share units, anéEquity Shares, Series A based upon
the dividends declared (or accumulated) for eachritg in the period, combined with each securipasticipation rights in undistributed
earnings.
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Net income allocated to our regular common shaas tontinuing operations is computed by elimingtine net income or loss fro
discontinued operations allocable to our regulanmmn shares, from net income allocated to our eggetdmmon shares.

Basic net income per share, basic net income (foms) discontinued operations per share, and bagitncome from continuing operations
per share are computed using the weighted averagmon shares outstanding. Diluted net income paresidiluted net income (loss) from
discontinued operations per share, and dilutedheetne from continuing operations per share arepeded using the weighted average
common shares outstanding, adjusted for the imfatitutive, of stock options outstanding (Note)1Diluted net loss per share from
discontinued operations does not include the impastock options outstanding, because includingksbptions would be anti-dilutive when
applied to the loss on discontinued operationgémh period presented.

The following table reflects the components of ¢chkulations of our basic and diluted net incomegbare, basic and diluted net income
(loss) from discontinued operations per share,bmsic and diluted net income from continuing operet per share which are not already
otherwise set forth on the face of our condensedaalated statements of income:

For the Three Months Ended For the Six Mon ths Ended
June 30, June 30,
2009 2008 2009 2008

(Amounts in thousands)

Net income allocable to common shareholders from

continuing operations and discontinued operations

Net income allocable to common shareholders...... ...$ 135487 $ 67,978 $ 294,982 $ 512,806
Eliminate: Loss on Discontinued operations alloca ble

to common shareholders ............cccveeee. 8,333 1,286 8,625 2,462
Net income from continuing operations allocable t 0

common shareholders..............ccc.ccue.... ...$ 143,820 $ 69,264 $ 303,607 $ 515,268

Weighted average common shares and equivalents

outstanding:

Basic weighted average common shares outstanding ... 168,348 168,028 168,330 168,307
Net effect of dilutive stock options - based on

treasury stock method using average market pri ce. 180 451 171 424
Diluted weighted average common shares outstandi ng.. 168,528 168,479 168,501 168,731

Recent Accounting Pronouncements and Guidance

Codification and Hierarchy of GAAP

In June 2009, the Financial Accounting Standardsr@¢the "FASB") issued SFAS 168, "The FASB AccinpStandards Codification and
the Hierarchy of Generally Accepted Accounting Bipies - a replacement of FASB Statement No 16BAS 168 established the effective
date for use of the FASB codification for interimdaannual periods ending after September 15, 2008panies should account for the
adoption of the guidance on a prospective basisdb\ieot anticipate the adoption of SFAS 168 wida material impact on our financial
statements. We will update our disclosures foragmgropriate FASB codification references after didop in the third quarter of 2009.
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Accounting for Transfers of Financial Assets

In June 2009, the FASB also issued SFAS 167 "Amemdsrto FASB Interpretation No. 46", and SFAS 1A6cbunting for Transfers of
Financial Assets - an Amendment of FASB StatementId0." SFAS 167 amends the existing guidancerar®lN 46(R), to address the
elimination of the concept of a qualifying spe@alpose entity. Also, it replaces the quantitatiased risks and rewards calculation for
determining which enterprise has a controlling fiicial interest in a variable interest entity withapproach focused on identifying which
enterprise has the power to direct the activitfes wariable interest entity and the obligatiorabsorb losses of the entity or the right to rec
benefits from the entity. Additionally, SFAS 16bpides for additional disclosures about an entegsiinvolvement with a variable interest
entity. SFAS 166 amends SFAS 140 to eliminate tmeept of a qualifying special purpose entity, adsetihe derecognition criteria for a
transfer to be accounted for as a sale under SBASahd will require additional disclosure ovensters accounted for as a sale. The
effective date for both pronouncements is for tra fiscal year beginning after November 15, 2088 will require retrospective applicati
We are still assessing the potential impact of &idgpghese two statements.

3. Disposition of an Interest in Shurgard Europe

On March 31, 2008, an institutional investor acedia 51% interest in Shurgard European Holdings,ld_@ewly formed Delaware limited
liability company and the holding company for StamjEurope ("Shurgard Holdings"). Public Storag@eithe remaining 49% interest an
the managing member of Shurgard Holdings.

Our net proceeds from the transaction aggregat@, 369,000, comprised of $613,201,000 paid byrk#tutional investor less $4,142,000
in legal, accounting, and other expenses incurramnnection with the transaction. As a resulhefdisposition, we reduced our investment
in Shurgard Europe by approximately $305,048,00@He pro rata portion of our March 31, 2008 inwesht that was sold, and recognized a
gain of $304,011,000 upon disposition, represerttiegdifference between the net proceeds receiv$8@9,059,000 and the pro rata portion
of our investment sold of $305,048,000.

In addition, as a result of our disposition of timterest, a portion of the cumulative currencyhatge gains we had previously recognized in
Other Comprehensive Income with respect to Shurgardpe was realized. Accordingly, we recognizedraulative currency exchange g

of $37,854,000, representing 51% (the pro rataqrodf Shurgard Europe that was sold) of the cutiudacurrency exchange gain previously
included in Other Comprehensive Income.

The gain upon disposition of $304,011,000 and aassmtrealized currency exchange gain totaling 8#,000 are both included in the line-
item "gain (loss) on disposition of real estateeistvnents” in our condensed consolidated statenfiémtame for the six months ended June
30, 2008.

The results of operations of Shurgard Europe haem lincluded in our condensed consolidated statsnoémcome for the three months
ended March 31, 2008. Commencing with the quaegirtming April 1, 2008, our pro rata share of ofiers of Shurgard Europe is reflected
on our condensed consolidated statement of incarderiequity in earnings of real estate entities.
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4. Real Estate Facilities

Activity in real estate facilities is as follows:

Six Months Ended
June 30, 2009

(Amounts in
thousands)
Operating facilities, at cost:
Beginning balance..........c.cccocevvvveeveee. L $ 10,207,022
Capital improvements..........ccoovvvvvcccceeeee 32,575
Newly developed facilities opened for operations. ... 13,570
Disposition of real estate facilities............ ... (5,365)
Impact of foreign exchange rate changes.......... ... 2,851
Ending balance........ccococovviiiccnicee. L 10,250,653
Accumulated depreciation:
Beginning balance.......cccccccoeeveveveeenes L (2,405,473)
Depreciation eXpense.......cccccevvvvvveeeneeees (163,920)
Disposition of real estate facilities............ ... 2,007
Impact of foreign exchange rate changes.......... ... (829)
Ending balance.........cococoniiiicniceee. L (2,568,215)
Construction in process:
Beginning balance........cccccocoeeveeeee. L 20,340
Current development (includes $347 in capitalize d interest
for the six months ended June 30, 2009)....... ... 5,933
Newly developed facilities opened for operation. ... (13,570)
Ending balance.........coocccovviiiinnee. L 12,703
Total real estate facilities at June 30, 2009..... ... $ 7,695,141

During the six months ended June 30, 2009, we cateqbivarious expansion projects with total cost$1#,570,000. We also sold an existing
real estate facility as well as a portion of certaal estate facilities during the six months ehdlene 30, 2009, primarily in connection with
condemnation proceedings, for aggregate proce¢alintp$10,261,000. We recorded an aggregate dapmroximately $6,903,000, of
which $4,181,000 is included in discontinued operat and $2,722,000 is included in "gain (lossy@position of real estate investments."

Construction in process at June 30, 2009 includeslévelopment costs relating to various expangmesisting self-storage facilities.
5. Investments in Real Estate Entities

During the three and six months ended June 30,,2@0@%ecognized earnings from our investments ah @state entities of $7,398,000, and
$30,209,000, respectively, and received cash bigtans from such investments, totaling $11,889,@0@ $23,708,000, respectively. During
the three and six months ended June 30, 2008,cogme&ed earnings from our investments in reatesatities of $4,632,000, and
$7,361,000, respectively, and received cash digtdbs from such investments, totaling $12,656,@00 $19,149,000, respectively. Included
in earnings recognized for the six months ende@ 30y 2009 is $16,284,000, representing our sHareaarnings allocated from PSB's
preferred shareholders, as a result of PSB's rbpses of preferred stock and preferred units farents that were less than the related book
value, during the period.
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During the six months ended June 30, 2009 and 20GR]dition to the impact of earnings recognizad aeash distributions received, our
investments in real estate entities increased By68B,000 and decreased by $891,000, respectiadyto foreign currency translation

adjustments.

The following table sets forth our investmentshia teal estate entities at June 30, 2009 and Desredribh 2008, and our equity in earnings of
real estate entities for the three and six montiaee June 30, 2009 and 2008 (amounts in thousands):

Investments in Re al Estate
Entities at
June 30, D ecember 31,
2009 2008
PSB...ccoeeeeeiiieeeeens $ 280,120 $ 265,650
Shurgard Europe...... 268,478 264,145
Other Investments....

14,134 14,803

Total....ccoveeeeennee. $ 562,732 $ 544,598
Equity in Earning s of Real Equity in Earnings of Real
Estate Entities for the Estate Entities for the
Three Months Ende d June 30, Six Months Ended June 30,
2009 2008 2009 2008
PSB...coooeeeeeeiieeeeenn $ 5201 $ 2,847 $ 25,667 $ 5,192
Shurgard Europe................ 1,709 1,457 3,608 1,457
Other Investments.............. 488 328 934 712
Total....ccoveeeeenee. $ 7398 $ 4,632 $ 30,209 $ 7,361

INVESTMENT IN PSB

PSB is a REIT traded on the New York Stock Exchamgch controls an operating partnership (collegdii, the REIT and the operating
partnership are referred to as "PSB"). At June2B09, PSB owned and operated approximately 19lémihet rentable square feet of
commercial space and manages certain of our conmhepace.

We have a 46% common equity interest in PSB asmd 30, 2009 and December 31, 2008, comprisedradwnership of 5,418,273 shares
of PSB's common stock and 7,305,355 limited pastriprunits in the operating partnership. The lighip@rtnership units are convertible at
our option, subject to certain conditions, on a-foreone basis into PSB common stock. Based upon tlsingi@rice at June 30, 2009 ($48
per share of PSB common stock), the shares ansl et a market value of approximately $616.3 nmilks compared to a book value of

$280.1 million.
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The following table sets forth selected financidbimation of PSB; the amounts represent 100% &f$Balances and not our pro-rata share.

2009 2008

(Amounts in thousands)
For the six months ended June 30,

Total revenue.........ccceeevveeiieeennnn. $ 138,073 $ 140,929
Costs of operations and general and
administrative expense................ocee. (47,818) (48,560)
Depreciation and amortization.................. (43,803) (50,567)
Other itemS.......uuvveiieiiieeeeeeeieriins (76) (1,373)
Net iNnComMe........oceeeiiiiiiieciie $ 46,376 $ 40,429

At June 30, At December 31,
2009 2008

(Amounts in thousands)

Total assets (primarily real estate)........... $ 1,400,457 $ 1,469,323
Debt and other liabilities..................... 102,312 105,736
EQUItY..ccoiiiiiieie e 1,298,145 1,363,587

INVESTMENT IN SHURGARD EUROPE

At June 30, 2009 we had a 49% equity investmeBhimrgard Europe. As a result of our dispositioarofnterest in Shurgard Europe, we
deconsolidated Shurgard Europe effective Marct2808 (see Note 3).

For the three and six months ended June 30, 208%eorded an aggregate of $1,709,000 and $3,80&&€pectively, in equity in earnings
of real estate entities with respect to our investhin Shurgard Europe. For the three and six nsoatided June 30, 2008, we recorded an
aggregate of $1,457,000 in equity in earnings af estate entities with respect to our investme8hiurgard Europe. During the six months
ended June 30, 2009 and 2008, our investment irgahdiEurope increased by approximately $11,633z0@0decreased by $891,000,
respectively, due to the impact of changes in fpr@&urrency exchange rates, primarily between the Bnd the U.S. Dollar.

The following table sets forth selected financidbimation of Shurgard Europe. These amounts asedoapon 100% of Shurgard Europe's
balances, rather than our pro rata share and asgllgoon Public Storage's historical acquired Hyasis.

Amounts for all periods are presented, notwithstagnthat Shurgard Europe was deconsolidated efiedfiarch 31, 2008. Accordingly, all
amounts (net of intercompany eliminations) prioAfmil 1, 2008 are included in our consolidatedaficial statements.
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For the Three Months Ended For the Six Months Ended
June 30, June 30,
2009 2008 2009 2008

(Amounts in thousands)

Self-storage and ancillary revenues................ .. $ 53,613 $ 63,386 $ 104,6 57 $ 123,021
Interest and other income (expense)................ . 64 (75) 1 93 356
Self-storage and ancillary cost of operations...... . (25,461) (27,499) (49,3 83) (53,563)
Trademark license fee payable to Public Storage.... . (384) (418) 7 46) (1,060)
Depreciation and amortization...................... . (17,376) (25,604) (34,8 12) (47,475)
General and administrative......................... . (3,364) (2,390) (5,0 82) (7,034)
Interest expense on third party debt .............. . (4,198) (7,235) 8,4 23) (14,127)
Interest expense on loan payable to Public Storage. . (11,366) (12,390) (21,5 17) (22,798)
Income (expenses) from foreign currency exchange .. . 972 763 3 85 655
Discontinued operations..............cceevueeenns . - (8) 8 (20)
NEt 10SS (@) ...eevververreeriericrienieiecnienne . $ (75000 $ (11470) $ (14,7 20) $ (22,045)

(a) Approximately $764,000 in net income and $1,686 in net loss was allocated to permanent nonailing equity interests in subsidiari
for the three months ended June 30, 2009 and 2888ectively, of which $2,858,000 and $3,448,086pectively, represented depreciation
and amortization expense. During the six month&érddine 30, 2009 and 2008, approximately $178/00@tiincome and $3,778,000 in net
loss, respectively, was allocated to permanentamnalling equity interests in subsidiaries, of wini$5,597,000 and $6,632,000, respecti
represented depreciation and amortization expense.

At June 30, At December 31,
2009 2008

(Amounts in thousands)

Total assets (primarily self-storage

facilities).......coceveeeiiiiiiieeen $1 ,610,400 $ 1,615,370
Total debt to third parties.................... 335,033 362,352
Total debt to Public Storage................... 550,499 552,361
Other liabilities.........cccceevvieeernnns 78,827 82,247
EQUIY...cveeeiiee e 646,041 618,410

Our equity in earnings of Shurgard Europe for tire¢ and six months ended June 30, 2009 and timeasiths ended June 30, 2008 totaling
$1,709,000, $3,608,000 and $1,457,000, respectigedycomprised of (i) losses of $4,049,000, $7,B0Wand $4,819,000, respectively,
representing our 49% pro-rata share of Shurgardf&s net loss for the respective periods anéh@me of $5,758,000, $10,908,000, and
$6,276,000, respectively, representing our 49%ratashare of the interest income and trademagkdie fees received from Shurgard Eul
for the respective periods (such amounts are pregexs equity in earnings of real estate entiiéisar than interest and other income).

OTHER INVESTMENTS

At June 30, 2009, other investments include anexgge common equity ownership of approximately 24#ntities that collectively own 19
self-storage facilities.
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The following table sets forth certain condenseadificial information (representing 100% of thesdtiest balances and not our prata share
with respect to the 19 facilities that we haveraeriest in at June 30, 2009:

(Am ounts in thousands)
For the six months ended June 30,

Total revenue.........cccceevenenn. $ 8,266 $ 8,439
Cost of operations and other expenses (3,310 ) (3,320)
Depreciation and amortization........ (966 ) (1,076)
Net income.........c.cocceuee. $ 3,990 $ 4,043
At June 3 0, AtDecember 31,
2009 2008
(Am ounts in thousands)

Total assets (primarily self-storage

facilities).......cccceeeeennne. $ 37,92 6 $ 40,168
Total accrued and other liabilities.. 1,04 7 888
Total Partners' equity............... 36,87 9 39,280
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6. Notes Payable and Line of Credit

June 30, 2009

The carrying amounts of our notes payable at JOn2@9 and December 31, 2008 consist of the fatigydollar amounts in thousands):

Unsecured Notes Payable:

5.875% effective and stated note rate, interest onl
semi-annually, matures in March 2013............

5.73% effective rate, 7.75% stated note rate, inter
payable semi-annually, matures in February 2011
amount includes $2,856 of unamortized premium at
2009 and $7,433 at December 31, 2008) ..........

Secured Notes Payable:

5.47% average effective rate fixed rate mortgage no
secured by 90 real estate facilities with a net
$567,582 at June 30, 2009 and stated note rates
and 8.75%, maturing at varying dates between Jul
August 2015 (carrying amount includes $4,809 of
premium at June 30, 2009 and $5,634 at December

Total notes payable..........cccccoeeen.n.

June 30, December 31,
2009 2008

(Amounts in thousands)

y and payable

............... $ 186,460 $ 200,000
est only and

(carrying

June 30,

............... 106,173 207,433

tes payable,

book value of

between 4.95%

y 2009 and

unamortized

31, 2008) ..... 231,807 236,378

............... $ 524,440 $ 643,811

When assumed in connection with property or otegugsitions, notes payable are recorded at thepeaetive estimated fair values upon
acquisition. Any initial premium or discount, repemting the difference between the stated notearadeestimated fair value on the respective
date of assumption, is amortized over the remaiténg of the notes using the effective interesthoeét Fair values are determined based
upon discounting the future cash flows under easpective note at an interest rate that approxsrhtese of loans with similar credit
characteristics, term to maturity, and other madega which represent significant unobservabletspuhich are "Level 3" inputs as the term

is utilized in SFAS No. 157.

At June 30, 2009, we have a revolving credit agez@rthe "Credit Agreement”) which expires on Ma2ah 2012, with an aggregate limit
with respect to borrowings and letters of credi$800 million. Amounts drawn on the Credit Agreemneear an annual interest rate ranging
from the London Interbank Offered Rate ("LIBOR"upl0.35% to LIBOR plus 1.00% depending on our ¢nmedings (LIBOR plus 0.35% at
June 30, 2009). In addition, we are required toggyarterly facility fee ranging from 0.10% penam to 0.25% per annum depending on
our credit ratings (0.10% per annum at June 309R20Fe had no outstanding borrowings on our Cradieement at June 30, 2009 or at
August 7, 2009. At June 30, 2009, we had undraamdity letters of credit, which reduce our borrowdgagability with respect to our line of
credit by the amount of the letters of credit, lia;$20,000,000 ($17,736,000 at December 31, 2008)

On February 12, 2009, we acquired $110,223,000deweunt ($113,736,000 book value) of our existingacured notes pursuant to a
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tender offer for an aggregate of $109,622,000 sh¢icluding costs associated with the tenderd#$00) plus accrued interest. In
connection with this transaction, we recognizedia gf $4,114,000 for the six months ended June€309, representing the difference
between the book value of $113,736,000 and theereéint amount paid plus tender offer costs.

Our notes payable and our Credit Agreement each tarious customary restrictive covenants, all biclv have been met at June 30, 2009.

At June 30, 2009, approximate principal maturiésur notes payable are as follows (amounts inghads):

Unsecured Mortg age Notes

Notes Payable P ayable Total
2009....ccciiiiiieeeeis $ 909 $ 4559 $ 5,468
2020...cciiiiiiieeeens 1,900 1 1,037 12,937
2011 103,364 2 7,819 131,183
2012 - 5 5,575 55,575
2013 186,460 6 4,961 251,421
Thereafter................. - 6 7,856 67,856

$ 292,633 $ 23 1,807 $ 524,440

Weighted average effective
rate 5.8% 5.5% 5.7%

We incurred interest expense (including interepitafized as real estate totaling $347,000 and82,0D0, respectively for the six months
ended June 30, 2009 and 2008) with respect toatesrpayable, capital leases, debt to joint vergartner and line of credit aggregating
$15,763,000 and $27,270,000 for the six monthse&ddee 30, 2009 and 2008, respectively. These asmaere comprised of $17,652,000
and $29,704,000 in cash paid for the six montheéddine 30, 2009 and 2008, respectively, less $088 and $2,434,000 in amortizatior
premium, respectively.

7. Noncontrolling Interests in Subsidiaries

In consolidation, we classify ownership interestshie net assets of each of the Consolidated &sntitither than our own, as "noncontrolling
interests in subsidiaries." If these interests hheeability to require us, except in the circumses of an entity liquidation, to redeem the
underlying securities for cash, assets, or otheurtées that would not also be classified as gqiten such interests are presented on our
balance sheet outside of equity. At the end of eapbrting period, if the book value is less thHam ¢stimated amount to be paid upon a
redemption occurring on the related balance shetet @iith the offset against retained earningsoftier noncontrolling interests in
subsidiaries are presented as a component of efju@gmanent noncontrolling interests in subsidisti

Redeemable Noncontrolling Interests in Subsidiaries

At June 30, 2009, the Other Redeemable Noncontgplfiterests in Subsidiaries represent equity éstsrin three entities that own in
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aggregate 14 self-storage facilities. At Decemlder2B08, these interests were increased and rdtaamaings (deficit) was decreased by a
total of $6,469,000 in connection with the impleration of SFAS No. 160, to adjust to their estinddtquidation value (which approximates
fair value). We estimate the amount to be paid updemption of these interests by applying thetedl@rovisions of the governing
documents to our estimate of the fair value ofutthderlying net assets (principally real estatetagse

In 2007, we sold an approximately 0.6% common gquoterest in Shurgard Europe to various officdrthe Company (the "PS Officers"),
other than our chief executive officer. For pericdsnmencing from the sale of the interest througtidl 31, 2008, the PS Officers' were
allocated their pro rata share of the earningshoff§ard Europe, and this was included in "OtherdRathble noncontrolling interests in
subsidiaries." As described in Note 3, on MarchZ)8, we deconsolidated Shurgard Europe andresult, noncontrolling interests in
subsidiaries with respect to the PS Officers' itmest was eliminated. See Note 5 under "Investrime8hurgard Europe” for further
historical information regarding Shurgard Europe.

During the three and six months ended June 30,,200%llocated a total of $244,000 and $506,00¢peetively, in income to these interests.
During the same periods in 2008, we allocatedal tit$274,000 and $513,000, respectively, of inedmthese interests. During the six
months ended June 30, 2009, these interests wereased by $255,000 to adjust to their estimatpddation value (which approximates fair
value). During the six months ended June 30, 20@92808, we paid distributions to these interesting $666,000 and $645,000,
respectively.

Permanent Noncontrolling Interests in Subsidiaries

At June 30, 2009, the Other Permanent Noncontmplliterests in Subsidiaries represent equity isterim 28 entities that own an aggrega
94 self-storage facilities (the "Other Permanenh&dmtrolling Interests in Subsidiaries") and ourimas preferred partnership units (the
"Preferred Partnership Interests"). These inter@stpresented as equity because the holders oftdrests do not have the ability to require
us to redeem them for cash or other assets, or sdlterities that would not also be classifiedqsts.

Preferred Partnership Interests

At December 31, 2008, our preferred partnershigsumitstanding were comprised of 8,000,000 unitsunf6.400% Series NN ($200,000,000
carrying amount, redeemable March 17, 2010), 10@@units of our 6.250% Series Z ($25,000,000 @gagrgmount, redeemable October
2009), and 4,000,000 units of our 7.250% Seri€d 0,000,000 carrying amount, redeemable May 91 Ppfeferred partnership units.

In March 2009, we acquired all of the 6.40% SeNébkpreferred partnership units from a third pa&2@0.0 million carrying amount) for
approximately $128.0 million, plus accrued and udpstributions from December 31, 2008 throughdlesing date. This transaction
resulted in an increase in paid-in capital of agpnately $72.0 million for the six months ended @0, 2009, based upon the excess of the
carrying amount over the amount paid.

Also in March 2009, we acquired all of the 6.25%i&eZ preferred partnership units from a thirdtyp€$25.0 million carrying amount) for
$25.0 million. This resulted in no increase in immallocated to the common shareholders as they aegpuired at par.

At June 30, 2009, our preferred partnership unitstanding were comprised of 4,000,000 units of b260% Series J preferred units
($100,000,000 carrying amount, redeemable May 91P®ubject to certain conditions, the Seriesefgored units are convertible into our
7.25% Series J Cumulative Preferred Shares.

During the three and six months ended June 30,,200%llocated a total of $1,813,000 and $5,830Q,08pectively, in income to these
interests based upon distributions paid. Duringstimae periods in 2008, we allocated a total of GR@D0 and $10,806,000, respectively, in
income to these interests based upon distribupaith
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In addition, during the six months ended June 8092we allocated $72,000,000 in income from thetggests in determining net income
allocable to Public Storage shareholders based appredemption of certain of the preferred paghgr units for a cash payment that was
$72,000,000 less than the related book value.

Other Permanent Noncontrolling Interests in Subsidaries

At June 30, 2009, the Other Permanent Noncontmplliterests in Subsidiaries represent equity isterim 28 entities (generally partnerships)
that own in aggregate 94 self-storage facilities.

Shurgard Europe has a 20% equity interest in twe3Avhich developed self-storage facilities in Fagroand Shurgard Europe was the
primary beneficiary. The remaining 80% equity ietrin these entities is owned by an unaffiliategstor. On March 31, 2008, Shurgard
Europe was deconsolidated (see Note 3), elimindkiage permanent noncontrolling interests in sudoséd at March 31, 2008. See Note 5
under "Investment in Shurgard Europe" for furthistdrical information regarding Shurgard Europeluding historical income allocated to
these interests. Earnings allocated to these stteage included in "Other Permanent Noncontrollimgrests in Subsidiaries" for periods p
to the deconsolidation of Shurgard Europe.

During the three and six months ended June 30,,200%llocated a total of $4,158,000 and $8,306,88pectively, in income to these
interests. During the same periods in 2008, wecatky a total of $4,465,000 and $6,422,000, reisdyt of income to these interests. Dut
the six months ended June 30, 2009 and 2008, wiedistributions to these interests totaling $7,880,and $7,950,000, respectively.
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8. Public Storage Shareholders' Equity

Cumulative Preferred Shares

At June 30, 2009 and December 31, 2008, we hafblloving series of Cumulative Preferred Sharebarieficial interest outstanding:

At June 30, 2009 At December 31, 2008
Earliest e s e
Redemption  Dividend Shares Liquidation Shares Liquidation
Series Date Rate Outstanding Preference  Outstanding Preference
(Dollar amounts in thousands)

Series V 9/30/07 7.500 % 6,200 $ 155,000 6,900 $ 172,500
Series W 10/6/08 6.500 % 5,300 132,500 5,300 132,500
Series X 11/13/08 6.450 % 4,800 120,000 4,800 120,000
Series Y 1/2/09 6.850 % 750,900 18,772 750,900 18,772
Series Z 3/5/09 6.250 % 4,500 112,500 4,500 112,500
Series A 3/31/09 6.125 % 4,600 115,000 4,600 115,000
Series B 6/30/09 7.125 % 4,350 108,750 4,350 108,750
Series C 9/13/09 6.600 % 4,425 110,625 4,600 115,000
Series D 2/28/10 6.180 % 5,400 135,000 5,400 135,000
Series E 4/27/10 6.750 % 5,650 141,250 5,650 141,250
Series F 8/23/10 6.450 % 9,893 247,325 10,000 250,000
Series G 12/12/10 7.000 % 4,000 100,000 4,000 100,000
Series H 1/19/11 6.950 % 4,200 105,000 4,200 105,000
Series | 5/3/11 7.250 % 20,700 517,500 20,700 517,500
Series K 8/8/11 7.250 % 16,990 424,756 16,990 424,756
Series L 10/20/11 6.750 % 8,267 206,665 8,267 206,665
Series M 1/9/12 6.625 % 19,065 476,634 19,065 476,634
Series N 712112 7.000 % 6,900 172,500 6,900 172,500

Total Cumulative Preferred Shares 886,140 $3,399,777 887,122 $3,424,327

The holders of our Cumulative Preferred Shares ganeral preference rights with respect to liquataaind quarterly distributions. Holders
of the preferred shares, except under certain tiondiand as noted below, will not be entitled ddbevon most matters. In the event of a
cumulative arrearage equal to six quarterly divitgrolders of all outstanding series of prefesieares (voting as a single class without
regard to series) will have the right to elect tdalitional members to serve on our Board of Trisstegil events of default have been cured.
At June 30, 2009, there were no dividends in astear

Except under certain conditions relating to the @any's qualification as a REIT, the Cumulative Bmefd Shares are not redeemable prior
the dates indicated on the table above. On or tifeerespective dates, each of the series of Cuiveilreferred Shares will be redeemable, at
the option of the Company, in whole or in part$25.00 per share (or depositary share as the cagde), plus accrued and unpaid divide
Holders of the Cumulative Preferred Shares do awelihe right to require the Company to redeem shehes.
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Upon issuance of our Cumulative Preferred Sharésioéficial interest, we classify the liquidaticalwe as preferred equity on our
consolidated balance sheet with any issuance oestsded as a reduction to paid-in capital.

During March 2009, we repurchased certain of ounGlative Preferred Shares in privately negotiataddactions as follows: Series V

- 700,000 depositary shares, each representingQD'bf a share of our Cumulative Preferred Sharagatal cost of $13,230,000, Series C -
175,000 depositary shares, each representing O/bf08 share of our Cumulative Preferred Sharestetal cost of $2,695,000 and Series F -
107,000 depositary shares, each representing O/bf08 share of our Cumulative Preferred Sharestetal cost of $1,610,000. The carrying
value of the shares repurchased totaled $23.8mi{624.6 million liquidation preference less $thBlion of original issuance costs), and
exceeded the aggregate repurchase cost of $17i&mhi} approximately $6.2 million. For purposesdetermining net income per share,
income allocated to our preferred shareholdersredisced by the $6.2 million for the six months ehdene 30, 2009.

Common Shares
Common Shares

During the six months ended June 30, 2009, we 5866971 common shares in connection with emplsyeek-based compensation.

Our Board of Trustees previously authorized theirelpase from time to time of up to 25,000,000 af @mmon shares on the open marki
in privately negotiated transactions. On May 8,&0fuch authorization was increased to 35,000,08@hmn shares. During the six months
ended June 30, 2009, we did not repurchase anyrafammmon shares. Through June 30, 2009, we hgwveateased a total of 23,721,916 of
our common shares pursuant to this authorization.

Equity Shares, Series A

At June 30, 2009 and December 31, 2008, we had’ 8,83 of depositary shares outstanding, each reptiag 1/1,000 of an Equity Share,
Series A. The Equity Shares, Series A rank onyaiith our common shares and junior to the CumuéaBreferred Shares with respect to
general preference rights and have a liquidatioawarhwhich cannot exceed $24.50 per share. Digtoibsi with respect to each depositary
share shall be the lesser of: (i) five times thegbare dividend on our common shares or (ii) $p&bannum. We have no obligation to pay
distributions on the depositary shares if no disttions are paid to common shareholders. Duringithenonths ended June 30, 2009 and
2008, we paid quarterly distributions to the hotdef the Equity Shares, Series A of $0.6125 peresfta each of the quarters ended Marcl
and June 30.

Except in order to preserve the Company's Fedecahne tax status as a REIT, we may not redeemgpesitary shares representing the
Equity Shares, Series A before March 31, 2010. Cafter March 31, 2010, we may, at our option, ezdehe depositary shares at $24.50 per
depositary share. If the Company fails to presés/Eederal income tax status as a REIT, eacheofléipositary shares will be convertible at
the option of the shareholder into .956 commoneharhe depositary shares are otherwise not calolecirito common shares. Holders of
depositary shares vote as a single class with lolafeour common shares on shareholder mattershbutepositary shares have the
equivalent of one-tenth of a vote per depositagreh
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Equity Shares, Series AAA

In November 1999, we sold $100,000,000 (4,289,544es) of Equity Shares, Series AAA ("Equity Shaka£\") to a newly formed joint
venture. The Equity Shares AAA ranks on a paritthwommon shares and junior to the Senior Prefedreates with respect to general
preference rights, and has a liquidation amoun&kigul120% of the amount distributed to each comstare. Annual distributions per share
are equal to the lesser of (i) five times the amiguaid per common share or (i) $2.1564. We haveblmation to pay distributions if no
distributions are paid to common shareholders. mute six months ended June 30, 2009 and 2008aidequarterly distributions to the
holder of the Equity Shares, Series AAA of $0.58@t share for each of the quarters ended Marclm8Dane 30. For all periods presented,
the Equity Shares, Series AAA and related dividear@seliminated in consolidation.

Dividends

The unaudited characterization of dividends fordfatlincome tax purposes is made based upon earaimyprofits of the Company, as
defined by the Internal Revenue Code. Common shigigends totaled $92.9 million ($0.55 per shama) §92.8 million ($0.55 per share),
for the three months ended June 30, 2009 and 2888ectively, and $185.8 million ($1.10 per sharg) $185.6 million ($1.10 per share),
the six months ended June 30, 2009 and 2008, risggcEquity Shares, Series A dividends total&dldmillion ($0.6125 per share) and ¢
million ($0.6125 per share), for the three monthdezl June 30, 2009 and 2008, respectively, ankktb$10.3 million ($1.225 per share) and
$10.7 million ($1.225 per share), for the six menéimded June 30, 2009 and 2008, respectively.rRedfshare dividends pay fixed rates fi
6.125% to 7.500% with a total liquidation amoun®8§{399,777,000 at June 30, 2009 ($3,424,327,00@e¢mber 31, 2008) and dividends
aggregating $58.1 million and $60.3 million for tieee months ended June 30, 2009 and 2008, résgdecand $116.2 million and $120.7
million for the six months ended June 30, 2009 20@8, respectively.

9. Related Party Transactions

Mr. Hughes, Public Storage's Chairman of the Baédirtrustees, and his family (collectively the "HeghFamily") have ownership interests
in, and operate approximately 51 self-storageifaslin Canada using the "Public Storage" branden@'PS Canada") pursuant to a royalty-
free trademark license agreement with Public Seareige currently do not own any interests in thesdifies nor do we own any facilities in
Canada.
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The Hughes Family owns approximately 20% of our gmm shares outstanding at June 30, 2009. We haghktaf first refusal to acquire

the stock or assets of the corporation that manigeS1 self-storage facilities in Canada, if thegHes Family or the corporation agrees to
sell them. However, we have no interest in the aip@ns of this corporation, we have no right toldc)this stock or assets unless the Hughes
Family decides to sell and we receive no bendinfthe profits and increases in value of the Caraself-storage facilities.

We reinsure risks relating to loss of goods stdmgtenants in the self-storage facilities in Candlaring the six months ended June 30, 2009
and 2008, we received $390,000 and $441,000, régplycin reinsurance premiums attributable to @enadian facilities. Since our right to
provide tenant reinsurance to the Canadian faslinay be qualified, there is no assurance thaétpeemiums will continue.

Public Storage and Mr. Hughes aregameral partners in certain consolidated partnesséind affiliated partnerships of Public Storags re
not consolidated. The Hughes Family owns 47.9%efvbting stock and Public Storage holds 46% of/titeng and 100% of the nonvoting
stock (representing substantially all the econdntierest) of a private REIT. The private REIT owinsited partnership interests in five
affiliated partnerships. The Hughes Family also sWimited partnership interests in certain of theagnerships and holds securities in PSB.
PS Canada holds approximately a 1.2% interestanfSE, a consolidated entity that provides liapiind casualty insurance for PS Canada,
Public Storage and certain affiliates of Publicr&¢m, for occurrences prior to April 1, 2004 ascdésd below. Public Storage and the
Hughes Family receive distributions from theset&#iin accordance with the terms of the partnpraggreements or other organizational
documents.

From time to time, the Company and the Hughes Rahail’e acquired limited partnership units from tadi partners of the Company's
consolidated partnerships. In connection with ttguégsition in 1998 and 1999 of a total of 638 lieditpartnership units by Tamara Hughes
Gustavson and H-G Family Corp., a company owneHioyhes Family members, the Company was grantegtéanao acquire the limited
partnership units acquired at cost, plus expem@sng the fourth quarter of 2008, the Company eised its option to acquire the units for a
total purchase price of approximately $239,000. ffarsaction was approved by the independent menafe¢he Board of Trustees after
considering that the value of the units had apptedisignificantly since 1998 and 1999 and thaettexcise price for the Company was
substantially below the prices paid to acquire lsimimited partner units in third party transaciso The acquisition was effective January 1,
20009.

10. Share-Based Compensation
Stock Options

We have various stock option plans (collectiveliened to as the "PS Plans"). Under the PS PlaesCbmpany has granted non-qualified
options to certain trustees, officers and key eyg#s to purchase the Company's common sharegiaeaepgual to the fair market value of
the common shares at the date of grant. Geneagdtions granted after December 31, 2002 vest giyenser a five-year period and expire
between eight years and ten years after the deyebgcame exercisable. The PS Plans also providbda@rant of restricted shares (see
below) to officers, key employees and service pteks on terms determined by an authorized comnufteer Board.

We recognize compensation expense for share-basedsabased upon their fair value on the date afitggmortized over the applicable
vesting period (the "Fair Value Method"), net dfimsites for future forfeitures.

For the three and six months ended June 30, 208%e@orded $900,000 and $1,500,000, respectivebtock option compensation expense
related to options granted after January 1, 2092panpared to $951,000 and $1,367,000 for the gemeds in 2008.

A total of 1,485,000 stock options were grantedrduthe six months ended June 30, 2009, 19,61®sheere exercised, and 79,000 shares
were forfeited. A total of 3,783,713 stock optiamsre outstanding at June 30, 2009 (2,397,332 atiber 31, 2008).

Outstanding stock options are included on a onesffiar basis in our diluted weighted average shéss,a reduction for the treasury stock
method applied to a) the average cumulative meddureunrecognized compensation expense duringdtied and b) the strike price
proceeds expected from the employee upon exercise.
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Restricted Share Units

Outstanding restricted share units vest over adiveight-year period from the date of grant atréte of one-fifth or one-eighth per year,
respectively. The employee receives additional eamsption equal to the per-share dividends recdidyesbmmon shareholders with respect
to restricted share units outstanding. Such congiimsis accounted for as dividends paid. Any divids paid on units which are
subsequently forfeited are expensed. Upon vedtirgemployee receives common shares equal to theenof vested restricted share units
in exchange for the units.

The total value of each restricted share unit gifaated upon the market price of our common sterte date of grant, is amortized over the
service period, net of estimates for future fotfgs, as compensation expense. The related emdoytewn of payroll taxes is expensed as
incurred.

During the six months ended June 30, 2009, 99,68Bicted share units were granted, 42,022 resttishare units were forfeited and 90,633
restricted share units vested. This vesting reduitéhe issuance of 56,352 common shares. Iniadditash compensation was paid to
employees in lieu of 34,281 common shares based tifgomarket value of the shares at the date dinggsand used to settle the employees'
tax liability generated by the vesting.

At June 30, 2009, approximately 596,607 restristealre units were outstanding (630,212 at Decenthe2®8). A total of $2,580,000 and
$4,593,000 in restricted share expense was recdodehe three and six months ended June 30, 2@8pgctively, as compared to $2,533,
and $4,891,000 for the same periods in 2008. Réstiishare expense includes amortization of thet-glate fair value of the units reflected
as an increase to paid-in capital, as well as plageaes we incurred upon each respective vesting.

See also "net income per common share" above frefludiscussion regarding the impact of restricieare units on our net income per
common and income allocated to common shareholders.

11. Segment Information

Description of Each Reportable Segment

Our reportable segments reflect significant opegpéictivities that are evaluated separately by mgpama&nt, comprised of the following
segments which are organized based upon their tipgizharacteristics.

Our self-storage segment comprises the direct shgerdevelopment, and operation of traditiondtsilrage facilities in the U.S., and the
ownership of equity interests in entities that aeif-storage facilities in the U.S., and our ingtii@ the operations of a facility in London,
England. Our Shurgard Europe segment comprisemtarest in the selétorage and associated activities owned by Shufgardpe. See als
Note 3 for a discussion of the disposition of aeiiast in, and deconsolidation of, Shurgard Eueffertive March 31, 200¢

Our ancillary segment includes (i) the reinsuramicpolicies against losses to goods stored by tsriarour self-storage facilities,

(i) merchandise sales, (iii) commercial properpemtions, and (iv) management of facilities fardhparties and facilities owned by the
Unconsolidated Entities. During the three monthdeehMarch 31, 2009, we discontinued our truck fearid containerized storage
operations, which previously had been includedunancillary segment. See "Discontinued Operatiam®lote 2 for further discussion.
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PUBLIC STORAGE
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
June 30, 2009

Measurement of Segment Income (Loss) and Segments&ss-
Self-Storage and Ancillary

The self-storage and ancillary segments are evaluat management based upon the net segment iraforaeh segment. Net segment
income represents net income in conformity with GA@nd our significant accounting policies as deshateNote 2, before interest and other
income, interest expense, and corporate genera@mcéhistrative expense. Interest and other incomterest expense, corporate general and
administrative expense, and gains and losses en ehteal estate assets are not allocated to sieggeents because management does not
utilize them to evaluate the results of operatioinsach segment. In addition, there is no presentatff segment assets for these other
segments because total assets are not considetezlénaluation of these segments.

Measurement of Segment Income (Loss) and Segments&ss-
Shurgard Europe

Shurgard Europe's operations are primarily independf our other segments, with a separate managessm that makes the financing,
capital allocation, and other significant decisiofs a result, this segment is evaluated by manageas a stand-alone business unit. The
Shurgard Europe segment presentation included tileaevenues, expenses, and operations of tkisd®s unit to the extent consolidated in
our financial statements, and for periods followihg deconsolidation of Shurgard Europe, the ptaten below includes our equity share of
Shurgard Europe's operations, the interest and otbeme received from Shurgard Europe, as wedlpggific general and administrative
expense, disposition gains, and foreign currenchange gains and losses that management consideraluating our investment in
Shurgard Europe. At June 30, 2009, our condensesbtidated balance sheet includes an investmesihimgard Europe with a book value of
$268.5 million ($264.1 million at December 31, 2D@&d a loan receivable from Shurgard Europe tajgleuro)391.9 million ($550.5

million) ($552.4 million at December 31, 2008).

Presentation of Segment Information

The following table reconciles the performanceattesegment, in terms of segment income, to owamated net income (amounts in
thousands):
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For the three months ended June 30, 2009

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

Expenses:
Cost of operations:
Self-storage facilities
Ancillary operations....

Depreciation and amortization..
General and administrative

Interest expense

Income (loss) from continuing operations before
equity in earnings of real estate entities
and foreign currency exchange gain

Equity in earnings of real estate entities..
Foreign currency exchange gain

Income (loss) from continuing operations
Discontinued operations..............ccccecueene

Net income (I0SS)......c.cevvuvervveenieenninen.

PUBLIC STORAGE

June 30, 2009

o

Shurgard

Self-Storage

Europe Ancillary

(Amounts in thousan

$ 371,630 $ -8 -

- - 28,106

- 5,993 -
371,630 5,993 28,106
124,478 - -

- - 10,374
83,124 - 672
207,602 - 11,046
164,028 5,993 17,060

488 1,709 5,201

- 33,205 -

164,516 40,907 22,261
$ 164,516 $ 40,907 $ 22,261
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ther Iltems Not
Allocated to Total
Segments Consolidated

ds)
$ - $ 371,630
- 28,106
1,523 7,516

- 124,478

- 10,374

- 83,796
8,199 8,199
7,288 7,288

(13,964) 173,117

- 7,398

- 33,205
(13,964) 213,720
(8,333) (8,333)

$ (22,297) $ 205,387




For the three months ended June 30, 2008

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

Expenses:

Cost of operations:
Self-storage facilities...
Ancillary operations.... .

Depreciation and amortization..................

General and administrative...

Interest eXpense..........ccccvveeieeriinnenns

Income (loss) from continuing operations before
equity in earnings of real estate entities, loss
on disposition of other real estate investments
and foreign currency exchange loss............

Equity in earnings of real estate entities.......

Loss on disposition of other real estate
investments............cccoeiniinienne

Foreign currency exchange 10Ss...................

Income (loss) from continuing operations.........
Discontinued operations..............ccccocueene

Net income (I0SS)......ccevvuverivieiieenninen.

PUBLIC STORAGE
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

June 30, 2009

Ot
Shurgard A

Self-Storage  Europe Ancillary

(Amounts in thousands

$ 380,770 $ -3 - $

- 26,710
6,532 -

380,770 6,532 26,710

128,124 -

- 12,064

94,177 - 652

25,400 -

222,301 25,400 12,716

158,469 (18,868) 13,994

328

1,457 2,847

2 -

158,797 (17,413) 16,841

$ 158,797 $ (17,413) $ 16,841 $
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her Items Not
llocated to Total
Segments Consolidated

- $ 380,770
- 26,710
4,482 11,014

- 128,124

- 12,064

- 94,829
7,773 33,173
9,601 9,601

17,374 277,791
(12,892) 140,703
- 4,632
(92) (92)

- 2
(12,984) 145,241
(1,286) (1,286)

(14,270) $ 143,955
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For the six months ended June 30, 2009

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

Expenses:
Cost of operations:
Self-storage facilities....
Ancillary operations.. .
Depreciation and amortization..................
General and administrative.
Interest expense

Income (loss) from continuing operations before
equity in earnings of real estate entities, gain
on disposition of other real estate investments,
on early retirement of debt and foreign currency
exchange l0SS.........cocevvveeieeniecnnns

Equity in earnings of real estate entities.......
Gain on disposition of other real estate
investments .
Gain on early retirement debt...
Foreign currency exchange 10Ss...................

Income (loss) from continuing operations.........
Discontinued operations..............ccccecueene

Net income (I0SS)......ccevvuveririeiieenninen.

June 30, 2009

Ot her Items Not
Shurgard A llocated to Total
Self-Storage  Europe Ancillary Segments Consolidated

(Amounts in thousands)

$ 742,869 $ - 8 -8 - $ 742,869
- - 53,941 - 53,941
- 11,354 - 3,795 15,149
742,869 11,354 53,941 3,795 811,959
257,952 - - - 257,952
- - 20,027 - 20,027
167,110 - 1,652 - 168,762
- - - 17,878 17,878
- - - 15,416 15,416
425,062 - 21,679 33,294 480,035
gain
317,807 11,354 32,262 (29,499) 331,924
934 3,608 25,667 - 30,209
- - - 2,722 2,722
- - - 4,114 4,114
- (1,528) - - (1,528)
318,741 13,434 57,929 (22,663) 367,441
- - - (8,625) (8,625)
$ 318,741 $ 13,434 $ 57,929 $ (31,288) $ 358,816
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For the six months ended June 30, 2008

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

Expenses:
Cost of operations:
Self-storage facilities....
Ancillary operations.. .
Depreciation and amortization..................
General and administrative.
Interest expense

Income (loss) from continuing operations before
equity in earnings of real estate entities, gain
on disposition of real estate investments and
foreign currency exchange gain................

Equity in earnings of real estate entities.......
Gain on disposition of real estate investments...
Foreign currency exchange gain...................

Income (loss) from continuing operations.........
Discontinued operations..............ccccocueene

Net income (I0SS)......ccevvuveririeieeeninen.

June 30, 2009

Ot
Shurgard A
Self-Storage  Europe Ancillary

(Amounts in thousands

$ 750,321 $ 54,722 $ -
- 4,913 51,834
- 6,532 -

750,321 66,167 51,834

260,125 24,654 -
- 1,409 21,959
193,604 21,871 1,594
- 30,044 -
- 6,892 -

453,729 84,870 23,553

296,592 (18,703) 28,281

712 1,457 5,192
- 341,865 -
- 40,969 -
297,304 365,588 33,473

$ 297,304 $ 365588 $ 33,473
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her Items Not

llocated to Total
Segments Consolidated
)
$ - $ 805,043
- 56,747
7,326 13,858

- 284,779

- 23,368

- 217,069
18,045 48,089
19,196 26,088

(29,915) 276,255

- 7,361
(92) 341,773
- 40,969
(30,007) 666,358
(2,462) (2,462)

$ (32,469) $ 663,896
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
June 30, 2009

12. Commitments and Contingencies

Legal Matters
Brinkley v. Public Storage, Inc. (filed April 2005)

(Superior Court of Californial os Angeles County)

The plaintiff sued the Company on behalf of a pugmbclass of California non-exempt employees basedarious California wage and hour
laws and seeking monetary damages and injunctlied.rin May 2006, a motion for class certificatiams filed seeking to certify five
subclasses. Plaintiff sought certification for gd meal period violations, rest period violatidladure to pay for travel time, failure to pay
for mileage reimbursement, and for wage statemietdtions. In October 2006, the Court declinededi€y three out of the five subclasses.
The Court did, however, certify subclasses baseglleged meal period and wage statement violati&nbsequently, the Company filed a
motion for summary judgment seeking to dismissritadter in its entirety. On June 22, 2007, the Cgrtahted the Company's summary
judgment motion as to the causes of action reldtirtge subclasses certified and dismissed th@ses! The only surviving claims are thc
relating to the named plaintiff. The plaintiff hifled an appeal to the Court's June 22, 2007 sumndgment ruling. On October 28, 2008,
the Court of Appeals sustained the trial courti;gu The plaintiff filed a petition for review whitthe California Supreme Court, which was
granted but further action in this matter was def@pending consideration and disposition of atedléssue in Brinker Restaurant Corp. v.
Superior Court which is currently pending before @alifornia Supreme Court.

Other Items

We are a party to various claims, complaints, ahermegal actions that have arisen in the normatse of business from time to time that
not described above. We believe that it is unlikbBt the outcome of these other pending legalgedings including employment and tenant
claims, in the aggregate, will have a material aslvémpact upon our operations or financial positio

Insurance and Loss Exposure

We have historically carried customary propertytleguake, general liability and workers compensatioverage through internationally
recognized insurance carriers, subject to custoheanls of deductibles. The aggregate limits ors¢hgolicies of $75 million for property
coverage and $102 million for general liability &igher than estimates of maximum probable lossabald occur from individual
catastrophic events determined in recent engingam actuarial studies; however, in case of meltatastrophic events, these limits could
be exhausted.

Our tenant insurance program reinsures a progratrptvides insurance to certificate holders adailasms for property losses due to
specific named perils (earthquakes and floods areavered by these policies) to goods stored barits at our self-storage facilities for
individual limits up to a maximum of $5,000. We kahirdparty insurance coverage for claims paid exceeflin@00,000 resulting from ai
one individual event, to a limit of $25,000,000. Amne 30, 2009, there were approximately 612,08icate holders participating in this
program in the U.S. representing aggregate covesbgpproximately $1.4 billion. We rely on a thiparty insurance company to provide the
insurance and are subject to licensing requiremmmdsegulations in several states. No assurancbegiven that this activity can continue
to be conducted in any given jurisdiction.
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June 30, 2009

Operating Lease Obligations

We lease land, equipment and office space undeusoperating leases. At June 30, 2009, the futunémum rental payments required
under our operating leases for the years endingmber 31, are as follows (amounts in thousands):

3,497
5,858
5,315
5,321
5,201

Expenses under operating leases were approxinttedymillion and $2.7 million for the three and awonths ended June 30, 2009,
respectively, as compared to $1.3 million and $&iléon for the same periods in 2008.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results
of Operations

The following discussion and analysis should bel ieaconjunction with our condensed consolidatedricial statements and notes thereto.

FORWARD LOOKING STATEMENTS: This document contafasward-looking statements within the meaning @& thderal securities
laws. All statements in this document, other thatesnents of historical fact, are forward-lookingtesments which may be identified by the
use of the words "expects," "believes," "anticigdtéplans," "would," "should," "may," "estimateahd similar expressions. These forward-
looking statements involve known and unknown rizkd uncertainties, which may cause Public Storagésl results and performance tc
materially different from those expressed or imglie the forward-looking statements. As a resudy ghould not rely on any forwatdeking
statements in this report, or which managementmalye orally or in writing from time to time, as gretions of future events nor guarantees
of future performance. Risk that could impact oerfprmance and results include, but are not limitedhose described in Item 1A, "Risk
Factors" in our most recent Annual Report on Fo@iKland in this Form 10-Q, in our other filings tvithe Securities and Exchange
Commission, and the following:

o general risks associated with the ownership gedation of real estate including changes in dempaotgntial liability for environmental
contamination, adverse changes in tax, including@ity tax, real estate and zoning laws and reigustand the impact of natural disasters;

o risks associated with downturns in the natiomal lacal economies in the markets in which we djgeiiacluding risks related to current
economic conditions;

o the impact of competition from new and existietf-storage and commercial facilities and otheragje alternatives;

o difficulties in our ability to successfully evalie, finance, integrate into our existing operaiand manage acquired and developed
properties;

o risks associated with international operatiom$uiding, but not limited to, unfavorable foreigmancy rate fluctuations, that could
adversely affect our earnings and cash flows;

o risks related to our participation in joint vergs;

o the impact of the regulatory environment as aslhational, state, and local laws and regulaiiociading, without limitation, those
governing environmental, tax and tenant insuranattars and real estate investment trusts ("REIBsi{, risks related to the impact of new
laws and regulations;

o risks associated with a possible failure by ugualify as a REIT under the Internal Revenue Gafde986, as amended;
o disruptions or shutdowns of our automated preaseasad systems or breaches of our data security;

o difficulties in raising capital at a reasonabdst;

o fill-up of our newly developed properties; and

0 economic uncertainty due to the impact of watearorism.

Our forward-looking statements speak only as ofdidwe of this report or as of the dates indicatetthé statements. We assume no obligation
to update, revise or supplement publicly any foddaoking statements, whether as a result of néarnmation, future events or otherwise.
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CRITICAL ACCOUNTING POLICIES

Management's Discussion and Analysis of Finanataddtion and Results of Operations discusses owsaalated financial statements,
which have been prepared in accordance with UiStates ("U.S.") generally accepted accounting jpias ("GAAP"). The preparation of
our financial statements and related disclosuresiriormity with GAAP and our discussion and analyg our financial condition and rest
of operations requires management to make judgmasgsmptions and estimates that affect the amoeptsted in our condensed
consolidated financial statements and accompamytes. The notes to our June 30, 2009 condensetlmated financial statements,
primarily Note 2, summarize the significant accaomtpolicies and methods used in the preparatiaruoicondensed consolidated financial
statements and related disclosures.

Management believes the following are critical astong policies, the application of which has a eniai impact on the Company's financial
presentation. That is, they are both importanh&oportrayal of our financial condition and resuétsd they require management to make
judgments and estimates about matters that areeinthe uncertain

QUALIFICATION AS A REIT - INCOME TAX EXPENSE: We believe that we have beeganized and operated, and we intend to coni
to operate, as a qualifying REIT under the InteRevenue Code and applicable state laws. We algvbe¢hat Shurgard, prior to merging
with us, qualified as a REIT. A REIT generally doed pay corporate level federal income taxes ®REIT taxable income that is distribut
to its shareholders, and accordingly, we do notfpegral income tax on the share of our REIT taxaiidome that is distributed to our
shareholders.

We therefore do not estimate or accrue any fedigcame tax expense for income earned and distidbnatiated to REIT operations. This
estimate could be incorrect, because due to theleommature of the REIT qualification requiremenie ongoing importance of factual
determinations and the possibility of future chamnigeour circumstances, we cannot be assured thatctually have satisfied or will satisfy
the requirements for taxation as a REIT for anyipalar taxable year. For any taxable year thafaileor have failed to qualify as a REIT a
for which applicable relief provisions did not appive would be taxed at the regular corporate ratesll of our taxable income, whether or
not we made or make any distributions to our st@dehs. Any resulting requirement to pay corpomt®me tax, including any applicable
penalties or interest, could have a material aédvienpact on our financial condition or results pemtions. Unless entitled to relief under
specific statutory provisions, we also would beydadified from taxation as a REIT for the four thlayears following the year for which
qualification was lost. There can be no assuramaewe would be entitled to any statutory reliafaddition, if Shurgard failed to qualify as a
REIT, we generally would have succeeded to or iezlsignificant tax liabilities.

IMPAIRMENT OF LONG-LIVED ASSETS: Substantially aiif our assets consist of long-lived assets, inclgdeal estate and other
intangible assets. The evaluation of our long-liasdets for impairment includes determining wheihdicators of impairment exist, which is
a subjective process. When any indicators of inmpairt are found, the evaluation of such long-liveskeds then entails projections of future
operating cash flows, which also involves significauidgment. Future events, or facts and circunt&sithat currently exist, that we have not
yet identified, could cause us to conclude in titarke that our lor-lived assets are impaired. Any resulting impairtiess could have a
material adverse impact on our financial conditimal results of operations.

ESTIMATED USEFUL LIVES OF LONG-LIVED ASSETS: Subsitially all of our assets consist of depreciabl@mortizable, long-lived
assets. We record depreciation and amortizatiorresgwith respect to these assets based uporeshieirated useful lives. Any change in the
estimated useful lives of those assets, causedrntibnal or economic obsolescence or other factongld have a material adverse impact on
our financial condition or results of operations.

ACCRUALS FOR CONTINGENCIES: We are exposed to besiand legal liability risks with respect to egeiat have occurred, but in
accordance with GAAP, we have not accrued for gathntial liabilities because the loss is eitharprobable or not estimable or because
are not aware of the event. Future events ancethdts of pending litigation could result in sudtgntial losses becoming probable and
estimable, which could have a material adverse
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impact on our financial condition or results of og@®ns. Some of these potential losses, of whielave aware, are described in Note 12 to
our June 30, 2009 condensed consolidated finastsis@ments.

ACCRUALS FOR OPERATING EXPENSES: We accrue for @ty tax expense and certain other operating exgsenased upon estimates
and historical trends and current and anticipatedlland state government rules and regulatiorikeffe estimates and assumptions are
incorrect, our expenses could be misstated.

VALUATION OF ASSETS AND LIABILITIES ACQUIRED IN BUSNESS COMBINATIONS: We have estimated the fair vabf real
estate, intangible assets, debt, and the othetsamse other liabilities acquired in business caratons, most notably the Shurgard Merger.
We have acquired these assets, in certain cagbspari-cash assets, most notably the 38.9 milli@nes that we issued to the Shurgard
shareholders. These estimates are based upon ssuny@ations, including interest rates, market vabfédand and buildings in the U.S. and
Europe, estimated future cash flows from the tebase in place at the time of the merger, andabewverability of certain assets. We believe
that the assumptions used were reasonable, hovthesg assumptions were subject to a significagtedeof judgment, and others could
come to materially different conclusions as togk8mated values, if different assumptions wera& udd¢he values were determined using
different assumptions than those used, our degii@eiand amortization expense, interest expense,aadisposition of an interest in
Shurgard Europe, real estate, debt, and intangésets could have been materially different.

OVERVIEW OF MANAGEMENT'S DISCUSSION AND ANALYSIS OF OPERATIONS

Our principal business activities include the asijiagin, development, ownership and operation dtstelrage facilities which offer storage
spaces for lease, generally on a month-to-montis bfas personal and business use. We are thesogeer and operator of self-storage
facilities in the U.S., and we have an interesvitat we believe is the largest owner and operdteelf-storage facilities in Europe.

We currently operate within three reportable segmi) self-storage,

(i) Shurgard Europe and (iii) ancillary. The sstbrage segment comprises the direct and indireceship, development, and operation of
storage facilities in the U.S. Our Shurgard Eurspgment comprises our equity interest in the defage and associated activities in seven
countries in Western Europe. Our ancillary segmepitesents all of our other activities, which aparted as a group, including (i)
commercial property operations, directly and thtoogr 46% ownership interest in PS Business Parks("PSB"), a publicly traded REIT
whose common stock trades on the New York Stoclh&mxge under the symbol "PSB" (as of June 30, 2088, owned and operated 19.6
million rentable square feet of commercial spaig)the reinsurance of policies against lossegdods stored by tenants in our self-storage
facilities, (iii) merchandise sales at our selfratge facilities and (iv) management of self-storfagdities owned by third-party owners and
domestic facilities owned by the affiliated enttithat are not consolidated.

During the three months ended March 31, 2009, vealdd to terminate our containerized storage amktrental operations, each of which
had previously been classified in our ancillaryraegt. Accordingly, the results of operations fadh operations have been included in
discontinued operations on our condensed consetidgtatements of income. Our self-storage faalitithe U.S. comprise approximately
91% of our operating revenue for each of the threksix months ended June 30, 2009, and reprdseptimary driver of growth in our net
income and cash flows from operations. In additmoch of our ancillary revenues are derived atsalfrstorage facility locations, either
from our existing self-storage customer base anftibe customer traffic within our self-storage fitieis. Accordingly, a large portion of
management time and focus is placed upon maximiangnues and effectively managing expenses is@tsstorage facilities.

The self-storage industry is not immune to the seimmary pressures in the general economic envieahremand for self-storage space in
both the U.S. and Europe has softened and, asikh, i@s are experiencing downward pressure on amtcyplevels, rental rates, and revenues
in each of our operating segments.

An important determinant of our long-term growthhs expansion of our asset base and deploymeaipital. Acquisitions of self-storage
facilities have been minimal over the past yeavasontinue to monitor seller expectations and feaibetter opportunities that may come
about as certain local developers, who raised alapitough the issuance of debt, endeavor to
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refinance such debt in the near-term, but facetneent tight credit markets as well as pressureparating cash flow due to the current
difficult operating environment. There can be nsuaiance that such opportunities may arise eithérarshort or long-term.

While historically we have developed real estatdlifees, our current development of real estatdlittes has been minimized due to the
existing recession and our belief that our cajgisal be more effectively put to use in other ways.

We currently have $584.9 million in cash and caghivalents on hand at June 30, 2009, and contmugohitor the appropriate and most
effective way to deploy this capital, primarilytegtr through the acquisition of facilities or thréutpe opportunistic acquisition of our own
debt and equity securities. We acquired $110.Jonibf our outstanding senior unsecured notes dufebruary 2009 and we acquired, for
$24.6 million, certain of our preferred securitiedvlarch 2009 at a substantial discount to liqu@atalue. Also during March 2009, we
acquired for $153.0 million, certain of our prefatpartnership units at a substantial discourtieéa tarrying amount.

RESULTS OF OPERATIONS

OPERATING RESULTS FOR THE THREE MONTHS ENDED JUNE 30, 2009:

Net income to our shareholders for the three moatided June 30, 2009 was $199.2 million compar&d.33.8 million for the same perit

in 2008, representing an increase of $65.4 millidns increase is primarily due to (i) a $33.2 ioill foreign exchange gain during the three
months ended June 30, 2009, (ii) a $25.4 millictuotion in general and administrative expensegalircentive compensation incurred in
the three months ended June 30, 2008 related tdigpwsition of an interest in Shurgard Europe, @Rjdan $11.0 million reduction in
depreciation and amortization, primarily due tousetl intangible amortization, offset by (iv) a retlon in Same Store facility operations and
(v) an impairment charge included in discontinupdrations with respect to intangible assets taje#i®.2 million in the three months ended
June 30, 2009.

Revenues for the Same Store Facilities decreaséd 8c $12.6 million in the three months ended B®e2009 as compared to the same
period in 2008, due to a 2.9% reduction in realimad per occupied square foot, combined with &olréduction in average occupancies. !
of operations for the Same Store Facilities dedliB&% or $4.1 million in the three months endeaeJ80, 2009 as compared to the same
period in 2008, due primarily to a $2.6 million vetion in media advertising and a $1.5 million retiln in repairs and maintenance, offset
by a 4.3% ($1.5 million) increase in property tapense.

For the three months ended June 30, 2009, net matlocable to our common shareholders (after ating net income to our preferred and
equity shareholders) was $135.5 million or $0.80quenmon share on a diluted basis compared to $68li0n or $0.40 per common share
on a diluted basis for the same period in 200&esgmting an increase of $67.5 million or $0.40qmnmon share on a diluted basis. These
increases are primarily due to the impact of tleéoie described above.

Weighted average diluted common shares were 1686Q&nd 168,479,000 for the three months endeel 3002009 and 2008, respectiv:

OPERATING RESULTS FOR THE SIX MONTHS ENDED JUNE 30, 2009:

Net income to our shareholders for the six monttded June 30, 2009 was $416.2 million compare®4® R million for the same period
2008, representing a decrease of $230.0 milliois @lcrease is primarily due to (i) a gain of $84million in the six months ended June 30,
2008 related to our disposition of an interesthuigard Europe and (ii) an impairment charge inetlish discontinued operations with resj
to intangible assets totaling $8.2 million in tlve months ended June 30, 2009, (iii) a foreign exge gain of $41.0 million during the same
period in 2008, and (iv) a reduction in Same Stperations, partially offset by (v) a $72.0 milliceduction in earnings allocated to our
preferred partnership unitholders in the first ghneonths of 2009 associated with the redemptiaeofirities, (vi) a reduction in general and
administrative expenses due to $27.9 million ireimtove
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compensation incurred in the six months ended 3002008 related to our disposition of an intenesghurgard Europe, and (vii) a $26.5
million reduction in depreciation and amortizatiehated to our domestic assets, primarily repréisgmeduced intangible amortization.

Revenues for the Same Store Facilities decrea2étl @ $15.4 million in the six months ended Jung28®9 as compared to the same period
in 2008, due to a 1.5% reduction in realized remtqrcupied square foot, combined with a 1.1% rédiin average occupancies. Cost of
operations for the Same Store Facilities declin@&alor $2.9 million in the six months ended Jung28D9 as compared to the same peric
2008, due primarily to a $1.4 million reductionnredia advertising and a $2.2 million reductionepairs and maintenance, offset by a 4.1%
($2.9 million) increase in property tax expense.

For the six months ended June 30, 2009, net incimeable to our common shareholders (after allngatet income to our preferred and
equity shareholders) was $295.0 million or $1.76quenmon share on a diluted basis compared to 85thlion or $3.04 per common share
on a diluted basis for the same period in 200&esgmting a decrease of $217.8 million or $1.2%petmon share on a diluted basis. These
decreases are primarily due to the impact of thtofa described above.

Weighted average diluted common shares were 168605nd 168,731,000 for the six months ended 30n2009 and 2008, respectively.

REAL ESTATE OPERATIONS

SELF-STORAGE OPERATIONS: Our self-storage operatiare by far the largest component of our operaittiyities, representing
approximately 91% of our total revenues generate@éch of the three and six months ended Jun20B®, and 2008. Net operating income
(after depreciation and amortization expense) vafipect to our self-storage operations increasekblf/million and $13.0 million during the
three and six months ended June 30, 2009, whenaraahpo the same periods in 2008 due to decreasediaation of tenant intangible
assets, offset partially by the deconsolidatioSlfirgard Europe effective April 1, 2008.

To enhance year-over-year comparisons, the follguable summarizes, and the ensuing discussiomibesc¢he operating results of three
groups of facilities that management analyzes vafipect to the Company's performance for our $ethge segment, which includes: (i) the
Same Store group, representing our domestic fasilihat we have owned and have been operatingstabaized basis since January 1, 2(
(i) the facilities operated by Shurgard Europeathivere deconsolidated effective March 31, 2008, (&) all other facilities included in our
financial statements, which are primarily thosélides that we have not owned and operated aahilsted basis since January 1, 2007 such
as newly acquired, newly developed, or recentlyaexied facilities.
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SELF-STORAGE OPERATIONS

SUMMARY Three M onths Ended June 30, Six Months En ded June 30,
Percentage Percentage
2009 2008 Change 2009 200 8 Change

(Dollar amounts in thousands)
Rental income:

Same Store Facilities.......... $ 346,839 $ 359,461 (35)% $ 694,024 $ 709 452 (2.2)%
Other Facilities .............. 24,791 21,309 16.3% 48,845 40 ,869 19.5%
Shurgard Europe Facilities (a). - - - - 54 , 722 (100.0)%
Total rental income... 371,630 380,770 (2.4)% 742,869 805 ,043 (7.7)%
Cost of operations:
Same Store Facilities.......... 116,426 120,526 (3.4)% 241,433 244 ,382 (1.2)%
Other Facilities............... 8,052 7,598 6.0% 16,519 15 743 4.9%
Shurgard Europe Facilities (a). - - - - 24 ,654  (100.0)%
Total cost of operations.... 124,478 128,124 (2.8)% 257,952 284 779 (9.4)%
Net operating income (b):
Same Store Facilities.......... 230,413 238,935 (3.6)% 452,591 465 ,070 (2.7)%
Other Facilities............... 16,739 13,711 22.1% 32,326 25 ,126 28.7%
Shurgard Europe Facilities (a). - - - - 30 ,068  (100.0)%
Total net operating income. 247,152 252,646 2.2)% 484,917 520 ,264 (6.8)%
Total depreciation and
amortization expense ........ (83,124) (94,177) (A1.7)% (167,110) (215 A4A75)  (22.4)%
Total net income $ 164,028 $ 158,469 35% $ 317,807 $ 304 ,789 4.3%

Data for Same Store and Other Facilities:
Weighted average square foot
occupancy during the period (c):
Same Store Facilities........... 90.0% 91.0% 1.1)% 88.9% 89 9% 1.1)%
Other Facilities................ 84.4% 79.2% 6.6% 82.2% 76 .0% 8.2%
Realized rents per occupied square
foot during the period (d)(e):

Same Store Facilities........... $ 12.52 $ 12.90 29% $ 1269 $ 12 .88 (1.5)%

Other Facilities $ 13.27 $ 1351 18)% $ 1346 $ 13 71 (1.8)%
Number of facilities at period end:

Same Store Facilities........... 1,899 1, 899 -

Other Facilities................ 92 86 7.0%

Net rentable square footage at
period end (in thousands):

Same Store Facilities........... 117,462 117, 462 -

Other Facilities................ 8,499 7, 682 10.6%
Square foot occupancy at period end:

Same Store Facilities.. 90.7% 91 7% 1.1)%

Other Facilities................ 86.3% 84 .6% 2.0%
In place rents per square foot at

period end:

Same Store Facilities........... $ 1361 $ 14 .20 (4.2)%

Other Facilities................ $ 1465 $ 15 .35 (4.6)%

(a) Represents the results with respect to Shuigardpe's properties for the periods consolidateslir financial statements. We acquired
these facilities on August 22, 2006 in connectidgththe Shurgard Merger. As described in Note 8upJune 30, 2009 condensed
consolidated financial statements, effective M&8th2008, we deconsolidated Shurgard Europe. See'Rfjuity in Earnings of Real Estate
Entities - Investment in Shurgard Europe" for ferthnalysis of the historical same store propepgrations of Shurgard Europe.

(b) See "Net Operating income or NOI" below.
(c) Square foot occupancies represent weightechgeasccupancy levels over the entire period.

(d) Realized annual rent per occupied square foobiputed by annualizing the result of dividingtaéincome (which excludes late charges
and administrative fees) by the weighted averageed square feet for period. Realized annualpenbccupied square foot
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takes into consideration promotional discounts @her items that reduce rental income from theremtiial amounts due.

(e) Late charges and administrative fees are erdifichm the computation of realized annual rentqueupied square foot. Exclusion of th
amounts provides a better measure of our ongoirej t revenue by excluding the volatility of latkarges, which are dependent principally
upon the level of tenant delinquency, and admiaiiste fees, which are dependent principally up@nahsolute level of movias for a period

NET OPERATING INCOME

Throughout the discussion that follows, we refenéd operating income ("NOI") of our self-storageifities, which is a nolGAAP (generall
accepted accounting principles) financial meaduaé éxcludes the impact of depreciation and anaditim expense. Although depreciation
and amortization are a component of GAAP net ingomeebelieve that NOI is a meaningful measure @&rafing performance, because we
utilize NOI in making decisions with respect to italpallocations, property performance, and compaperiod-to-period and market-to-
market property operating results. In addition,beéeve the investment community utilizes NOI inetenining real estate values, and does
not consider depreciation expense as it is based hjistorical cost. NOI is not a substitute for apérating income after depreciation and
amortization in evaluating our operating resultse Tollowing reconciles NOI generated by our sédi-sge and Shurgard Europe segments to
our consolidated net income in our June 30, 200@lensed consolidated financial statements.

Three Mo nths Ended June 30, Six Months Ended June 30,

2009 2008 2009 2008

(Amounts in thousands)
Net operating income:

Same-store facilities................. $ 230, 413 $ 238,935 $ 452,591 $ 465,070
Other facilities............c......... 16, 739 13,711 32,326 25,126
Shurgard Europe facilities............ - - - 30,068
Total net operating income......... 247, 152 252,646 484,917 520,264
Ancillary operating revenue.............. 28, 106 26,710 53,941 56,747
Interest and other income................ 7, 516 11,014 15,149 13,858
Ancillary cost of operations............. (10, 374) (12,064) (20,027) (23,368)
Depreciation and amortization............ (83, 796) (94,829) (168,762) (217,069)
General and administrative expense....... (8, 199) (33,173) (17,878) (48,089)
Interest expense........cccceeveeeeennn.. (7, 288) (9,601) (15,416) (26,088)
Equity in earnings of real estate
entities. ..., 7, 398 4,632 30,209 7,361
Gain (loss) on disposition of real
estate investments.................. - (92) 2,722 341,773
Gain on early debt retirement............ - - 4,114 -
Foreign currency exchange gain (loss).... 33, 205 2) (1,528) 40,969

Discontinued operations.................. (8, 333) (1,286) (8,625) (2,462)

387 $ 143955 $ 358,816 $ 663,896

Same Store Facilities

The "Same Store Pool" represents those 1,899tfasithat we have owned, and have been operatadstabilized basis, since January 1,
2007 and therefore provide meaningful comparison2®07, 2008, and 2009. The Same Store Pool isedefiom 1,789 at December 31,
2008 to 1,899 at June 30, 2009, as we added fesittiat are now stabilized and owned since Jarua907, and removed facilities from the
previous Same Store Pool that, due primarily testroiction activities, are no longer expected tetadilized through December 31, 2009.
following table summarizes the historical operatiagults of these 1,899 facilities (117.5 milliogt nentable square feet) that represent
approximately 93% of the aggregate net rentablarsgieet of our U.S. consolidated self-storagefpliotat June 30, 2009.
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SAME STORE FACILITIES Three Months Ended June 30, S ix Months Ended June 30,

Percentage Percentage
2009 2008 Change 200 9 2008 Change
Revenues: (Dollar amounts in thousands, except wei ghted average amounts)
Rental inCome.........cccoeevveeiiernieenns $ 330,854 $ 344,703 (4.00% $ 662 ,393  $ 680,256 (2.6)%
Late charges and admin fees collected.......... 15,985 14,758 8.3% 31 ,631 29,196 8.3%
Total revenues (a).......cccooceeevevererunns 346,839 359,461  (3.5)% 694 024 709,452  (2.2)%
Cost of operations:
Property taxes.......ccccceevcvveeiincnneeenne 36,659 35,156 4.3% 74 ,421 71,505 4.1%
Direct property payroll... 23,339 23,329 0.0% a7 ,699 47,706 0.0%
Media advertising..................... .. 7,224 9,836 (26.6)% 15 ,382 16,783  (8.3)%
Other advertising and promotion................ 5,967 5,027 18.7% 10 ,5681 9,453 11.9%
UHIlItES. o.cvovveeececeeee e 7,899 8,360  (5.5)% 17 497 17,797  (1.7)%
Repairs and maintenance 9,159 10,679 (14.2)% 19 ,875 22,077 (10.0)%
Telephone reservation center................... 2,817 3,318 (15.1)% 5 ,611 6,441 (12.9)%
Property insurance............... 2,566 2,911  (11.9% 5 ,264 6,124 (14.0)%
Other cost of management..............c........ 20,796 21,910 (5.1)% 45 ,103 46,496  (3.0)%
Total cost of operations (a)..........ccc.oue.. 116,426 120,526 (3.4)% 241 ,433 244,382  (1.2)%
Net operating income (b).........cccocvevvvrnene. 230,413 238,935 (3.6)% 452 ,591 465,070 (2.7)%
Depreciation and amortization expense (C).......... (75,200) (85,178) (11.7)% (150 ,486) (174,536) (13.8)%
Net income.........coovviiiviiiiiiie, $ 155,213 $ 153,757 0.9% $ 302 ,105 $ 290,534 4.0%
Gross margin (before depreciation and amortization
EXPENSE) ..ot 66.4% 66.5% (0.2)% 65 2% 65.6% (0.6)%
Weighted average for the period:
Square foot occupancy (d)........ccccceeeveeenne 90.0% 91.0% (1.1)% 88 .9% 89.9% 1.1)%
Realized annual rent per occupied square
FOOL(E)(F)-vrvvrerrereeereeeeeeeereeeceenns $ 1252 $ 1290 (9% $ 12 69 $ 12.88 (1.5)%
REVPAF (£)(Q)..vecveveveveeeeeeeeeereeeeeenen $ 1127 $ 1174 (40% $ 11 28 $ 1158 (2.6)%
Weighted average at June 30:
Square foot occupancy.........c.ccceeeveeenen. 90 7% 91.7% 1.1)%
In place annual rent per occupied square foot (h ) $ 13 61 $ 14.20 (4.2)%
Total net rentable square feet (in thousands)...... 117, 462 117,462 -
Number of facilitieS........c.ccccceeeeeeieinnnn. 1, 899 1,899 -

(a) Revenues and cost of operations do not incimgélary revenues and expenses generated atditiia with respect to tenant reinsurar
retail sales and truck rentals. "Other costs ofagament" included in cost of operations principadigresents all the indirect costs incurred in
the operations of the facilities. Indirect costspipally include supervisory costs and corporaterbead cost incurred to support the oper:
activities of the facilities.

(b) See "Net Operating Income" above.

(c) Depreciation and amortization expense for fined and six months ended June 30, 2009 decreds®atify due to a reduction in
amortization expense related to intangible asbatsvwte obtained in the Shurgard Merger.

(d) Square foot occupancies represent weightecageesccupancy levels over the entire period.

(e) Realized annual rent per occupied square $ootinputed by annualizing the result of dividingtadincome (which excludes late charges
and administrative fees) by the weighted averageed square feet for the period. Realized anrardlper occupied square foot takes into
consideration promotional discounts and other itdmasreduce rental income from the contractualartsdue.

(f) Late charges and administrative fees are exautbm the computation of realized annual rentqueupied square foot and REVPAF.
Exclusion of these amounts provides a better measfusur ongoing level of revenue, by excluding tbtatility of late charges, which are
dependent principally upon the level of tenantrgliency, and administrative fees, which are depgnmiéncipally upon the absolute level of
move-ins for a period.

(9) Realized annual rent per available foot or "FRRF" is computed by dividing rental income (whiotckides late charges and
administrative fees) by the total available netable square feet for the period.
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(h) In place annual rent per occupied square fetasents annualized contractual rents per occupieare foot without reductions for
promotional discounts and excludes late chargesdndnistrative fees.

Revenues generated by our Same Store facilitiegdsed approximately 3.5% and 2.2% in the threesarwhonths ended June 30, 2009,
respectively, as compared to the same periodsd8.2lhese decreases were caused by lower rentah@ngenerated by these facilities as a
result of lower average realized annual rentakrpgr occupied square foot combined with lower ayeoccupancy levels. For the three
months ended June 30, 2009, average realized aremial rates per occupied square foot were 2.2%é1@nd average occupancy levels v
1.1% lower as compared to the same period in 2@88Jting in a 4.0% reduction in rental income. & six months ended June 30, 2009,
average realized annual rental rates per occupjiears foot were 1.5% lower and average occupamneysevere 1.1% lower as compared to
the same period in 2008, resulting in a 2.6% radangdh rental income.

Demand for self-storage space has been negatiwgigidted by recessionary pressures, including iseckanemployment, reduced housing
sales, and reduced moving activity, in each oftlagkets in which we operate. In the top twenty ratwln which we have the highest
concentration of facilities, only two markets (N&wrk and Houston) had positive year-over-year regegrowth for the three months ended
June 30, 2009. This compares to the first threethsoof the year, where seven markets (New York,dttimy San Francisco, Washington
D.C., Chicago, Minneapolis and Dallas) had positigar-over-year revenues growth. Accordingly, therating trends, with respect to year-
over-year revenue growth, have progressively dedlin

From a geographic standpoint, we are experienengl$ of greatest year-over-year revenue declmesii Southeast markets, located in
North and South Carolina, Georgia, and Floridayels as the Pacific Northwest, which includes Seathd Portland. See Analysis
Regional Trends table that follows.

The following summarizes Same Store quarterly reeegrowth trends, on a year-over-year basis:

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

As indicated in the table above, during the fingee quarters of 2008, we generated relativelyhgty@ar-over-year revenue growth.
Beginning in September 2008, we began to experiantaable decline in year-over-year move-ins tioatinued through October 2008,
which we believe reflected general economic coadgi To offset the decline in new rentals, we $igantly reduced rental rates, increased
promotional discounts to new incoming tenants, ianteased marketing efforts. These actions havgligeed move-in volumes on a year-
over-year basis; however, we have not yet beentablkestore rental rates to the levels experieitdide prior year. We believe overall
demand for self-storage space in virtually all of markets in which we operate has decreased dugrtent economic conditions, and
coupled with an increase in the number of selfegjeroperators over the past 10 years, will contiadester a very difficult operating
environment, at least in the near term. In addjtinareased move-out activity beginning in Augud®2 exacerbated the downward pressure
on occupancy levels created by reduced demandahecivR009, the increase in move-out activity beigasubside to the extent that move-
outs during the three months ended June 30, 2008 less than the comparable period in 2008.

Based upon certain comparative key operating nsefigcof June 30, 2009he 1.1% decline in square foot occupancy and 4a¥ér in plact
annual rent per occupied square foot detailederS@if Storage Operations Summary table aboveexpect that the revenue decline for our
Same Store facilities

45



for the three months ended September 30, 2009rapared to the same period in 2008 will surpassBe6.operating strategy will be to
continue to focus on maintaining occupancy levgladjusting rental rates, promotional discounts rwagketing activities. It is unclear to us
how much the above mentioned factors will impactrewrenues beyond the third quarter of 2009.

Cost of operations decreased by 3.4% and 1.2%eithtiee and six months ended June 30, 2009, asacethtd the same periods in 2008.
These decreases were driven by reduction in repadsnaintenance, media advertising, and propestyrance expenses, partially offset by
increases in property taxes and other advertigigigpromotion activities.

Direct property payroll expense remained flat ia three and six months ended June 30, 2009, asarethfp the same periods in 2008. This
reflects minimal growth in average wage rates ameel hours incurred due to adjustments in staffiévgls. For the remainder of 2009, we
expect moderate growth trends in payroll.

Property tax expense increased by 4.3% and 4.1#%eithree and six months ended June 30, 2009,atbsglg, as compared to the same
periods in 2008. These increases are due to ireséasmssessments of property values. While weatxpeperty tax expense growth of
approximately 4% in 2009, the actual growth coudchigher or lower because there are several jotiedis where we have not yet received
tax bills or assessment information for 2009, qresds or assessments are pending.

Repairs and maintenance expenditures declined 12¢4d4nd 10.0% in the three and six months ended 3002009, respectively, as
compared to the same periods in 2008. Repairs amttenance expenditures are dependent upon séaet@ls, such as weather, the timing
of periodic needs throughout our portfolio, inftatj and random events and accordingly are difficufiroject in quarterly or annual periods.
However, we expect that repairs and maintenancershfures will continue to moderate for the remamaf 2009.

Media advertising for the Same Store facilitiesrdased 26.6% and 8.3% in the three and six monithsdeJune 30, 2009, respectively, as
compared to the same periods in 2008, as we rdatizst reductions from more competitive media ratesnarrowed our media focus to
selected markets which we believe respond mosttefédy to media efforts. We expect aggregate madigertising for the quarter ending
September 30, 2009 to be approximately $1.5 miio$2.0 million higher than the same period in&00ther advertising and promotion is
comprised principally of yellow page and interngvertising, which increased 18.7% and 11.9% irtlinee and six months ended June 30,
2009, respectively, as compared to the same peind2i308.

Due to current market conditions we expect thatuilecontinue to be aggressive with media adventjsin the near term, and expect our
media costs to be approximately $4.1 million intthied quarter of 2009 as compared to the low lefedpending incurred in the third quarter
of 2008. Our future spending on yellow page, medii internet advertising expenditures will be enin part by demand for our selisrage
spaces, our current occupancy levels, and thewelefficacy of each type of advertising. Media edising in particular can be volatile and
increase or decrease significantly in the shortiter

Utility expenses decreased 5.5% and 1.7% in theethnd six months ended June 30, 2009, respectastiompared to the same periods in
2008. It is difficult to estimate future utility sblevels because utility costs are dependent apanges in demand driven by weather and
temperature, as well as fuel prices, both of whiehvolatile and not predictable.

Property insurance expense decreased 11.9% arfb 14 ibe three and six months ended June 30, 288pectively, as compared to the
same periods in 2008. This decline is primarily thusofter insurance markets as lack of hurricartiwity and additional competition from
insurance providers has benefited us. We expegtanse expense to be down slightly in the remainfl@009, as compared to the same
period in 2008.

Telephone reservation center costs decreased Enti%2.9% in the three and six months ended Jun208®, respectively, as compared to
the same periods in 2008, as we adjusted staffwgls to expected inquiry volumes. We expect futelephone reservation center costs to
remain flat.
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For
March 31 June 3
(Amounts in

Total revenues:

2009 $ 347,185 $ 346,83

2008 $ 349,991 $ 359,46
Total cost of operations:

2009 $ 125,007 $ 116,42

2008 $ 123,856 $ 120,52
Property tax expense:

2009 $ 37,762 $ 36,65

2008 $ 36,349 $ 35,15
Media advertising expense:

2009 $ 8,158 $ 7,22
2008 $ 6,947 $ 9,83
Other advertising and promotion expense:
2009 $ 4,614 $ 5,96
2008 $ 4,426 $ 5,02

REVPAF (a):
2009 $ 11.29 $ 11.27
2008 $ 11.43 $ 11.74

Weighted average realized annual rent per occupied
2009 $ 12.84 $ 1252
2008 $ 12.87 $ 12.90

Weighted average occupancy levels for the period (a
2009 87.9% 90.0%
2008 88.8% 91.0%

the Quarter Ended

The following table summarizes selected quarténigricial data with respect to the Same Store fagsli

0 September 30

December 31 En

thousands, except for per square foot amount)

9
1 $ 368,976
6 $ 113,972

6 $ 36,161

4
6 $ 2,148
7

7 $ 4,645

$ 12.03
square foot (a):

$ 13.29

90.5%

a7

$

357,202 $1
104,442 $
28,159 $

922 $
4,137 $
11.65 $
13.27 $

87.8%

tire Year

,435,630

462,796

135,825

19,853

18,235

11.71

13.08

89.5%

(a) See "Same Store Facilities" table above fah&rrinformation regarding these measures, whietdarived from non-GAAP measures.



ANALYSIS OF REGIONAL TRENDS

The following table sets forth regional trends ur &ame Store Facilities:

(
SAME STORE FACILITIES OPERATING
TRENDS BY REGION

Revenues:
Southern California (176
facilities)........cccceeeneen. $ 51,019
Northern California (167
facilities)......ccoccvvveeeennn. 37,310
Texas (231 facilities).......... 34,877
Florida (182 facilities)........ 33,454
lllinois (119 facilities)....... 21,869
Washington (88 facilities)....... 17,705
Georgia (86 facilities)......... 12,028
All other states (850 facilities) 138,577

Total revenues...........ccccoceeeee 346,839

Cost of operations:
Southern California.............. 11,523
Northern California.............. 10,081
TEXAS...ciivveieiririeeeiines 14,025

Florida............cccccvvnnnns 12,426
lllinois............ . 9,693
Washington.................o.... 4,528
[CT=To] (o1 VI 4,219
All other states................. 49,931
Total cost of operations............ 116,426
Net operating income (a):
Southern California.............. 39,496
Northern California.............. 27,229
TeXAS......ccuuiiiiiriiieanans 20,852
Florida............ccccouvnnnns 21,028
lllinois............ 12,176
Washington.................o.... 13,177
[CT=To] (o1 VI 7,809
All other states................. 88,646
Total net operating income.......... $ 230,413
Weighted average occupancy (a):
Southern California.............. 90.2%
Northern California.............. 89.6%
TeXAS.....cccuuiiiinriiieenens 90.4%
Florida............cccccvvinnns 89.6%

lllinais............ 88.9%
Washington.................o.... 89.6%
[CT=To] (o1 VI 88.3%
All other states................. 90.4%
Total weighted average occupancy.... 90.0%

Months Ended June 30,

Six Months Ended

2008 Change

2009 2008

Amounts in thousands, except for weighted average d

$ 53,105 (3.9)%

38,372 (2.8)%
35291  (1.2)%
35445  (5.6)%
22457  (2.6)%
18,922  (6.4)%
12,893  (6.7)%
142,976  (3.1)%

$ 102,757 $ 105,2

74,736 75,6
69,471 69,4
67,257 70,5
43,832 44,3
35,610 37,2
24,220 25,5

276,141 2814

359,461  (3.5)%

11,870  (2.9)%
10,429  (3.3)%
14,101  (0.5)%
13,143 (5.5)%
10,384  (6.7)%
4550  (0.5)%
4325 (2.5)%
51,724  (3.5)%

694,024  709,4

23,672 23,5
20,783 20,8
28,220 28,4
24,893 25,8
20,704 21,4
9,282 9,4

8,526 8,5

105,353  106,2

120,526  (3.4)%

41,235 (4.2)%
27,943 (2.6)%
21,190  (1.6)%
22,302 (5.7)%
12,073 0.9%

14372 (8.3)%
8,568  (8.9)%

91,252  (2.9)%

241,433 2443

79,085 81,7
53,953 54,7
41,251 41,0
42,364 44,6
23,128 22,8
26,328 27,8
15,694 17,0

170,788  175,2

$ 238,935 (3.6)%

90.8%  (0.7)%
91.1%  (L.8)%
91.9%  (L.6)%
89.2%  0.4%

90.5%  (1.8)%
91.6%  (2.2)%
90.6%  (2.5)%
91.2%  (0.9)%

$ 452,591 $ 465,0

90.4% 90.5
88.9% 90.0
89.5% 90.1
88.9% 88.1
87.6% 88.9
88.6% 90.6
87.0% 89.6
88.9% 89.9

91.0%  (1.1)%
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88.9% 89.9

June 30,
Change
ata)
52 (2.4)%
11 (1.2)%
84 0.0%
30 (4.6)%
04 (1.1)%
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SAME STORE FACILITIES OPERATING

TRENDS BY REGION (CONTINUED) Three Months Ended June 30, Six Months Ende d June 30,
2009 2008 Change 2009 2008 Change
(Amounts in thousands, except for weighted average data)
Realized annual rent per occupied square foot (a):
Southern California.............. $ 18.76 $ 1941 33)% $ 18.83 $ 19 30 (2.4)%
Northern California.............. 16.66 16.86 (1.2)% 16.83 16. 80 0.2%
Texas..... . 9.78 9.81 (0.3)% 9.85 9. 76 0.9%
Florida.... 11.97 12.88 (7.1)% 12.14 12. 97 (6.4)%
lllinais........... 12.74 12.93 (1.5)% 12.98 12. 99 (0.1)%
Washington............ccccceueee 13.48 14.16 (4.8)% 13.70 14. 08 (2.7)%
GeOrgia....cvevveveiirneens 9.50 10.01 (5.1)% 9.71 10. 04 (3.3)%
All other states................. 11.43 11.75 2.7)% 11.59 11. 74 (1.3)%
Total realized rent per square foot. $ 12.52 $ 12.90 29% $ 1269 $ 12 88 (1.5)%
REVPAF (a):
Southern California.............. $ 16.92 $ 17.63 4.00% $ 17.03 $ 17. 46 (2.5)%
Northern California.............. 14.93 15.36 (2.8)% 14.95 15. 12 (1.1)%
TeXas....cccovereenen . 8.84 9.02 (2.0)% 8.82 8. 87 (0.6)%
Florida.... 10.73 11.49 (6.6)% 10.79 11. 44 (5.7%
iNOIS....cccvvnieiee 11.33 11.70 (3.2)% 11.37 11. 55 (1.6)%
Washington............ccccceuee. 12.08 12.97 (6.9)% 12.15 12. 75 (4.7)%
Georgia............ 8.38 9.07 (7.6)% 8.44 8. 99 (6.1)%
All other states 10.33 10.72 (3.6)% 10.30 10. 56 (2.5)%
Total REVPAF.......c.cccocvinne $ 11.27 $ 11.74 4.00% $ 1128 $ 11. 58 (2.6)%

(a) See "Same Store Facilities" table above fah&rrinformation regarding these measures, whiphesent or are derived from non-GAAP
measures.

We believe that our geographic diversification andle provide some insulation from localized ecoicaeffects and add to the stability of «
cash flows. It is difficult to predict localizedetnds in short-term self-storage demand and opgregsults. We believe that each market has
been negatively impacted to some degree by geeesalomic trends and may continue to experiencetivegaperating trends until such time
that general economic trends improve.
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OTHER FACILITIES

In addition to the Same Store facilities, at Jube2®09, we had an additional 92 self-storageifas| These facilities include recently
acquired facilities, recently developed facilita®d facilities that were recently expanded by agl@idditional storage units. In general, these
facilities are not stabilized with respect to ocangies or rental rates. As a result of the fillpupcess and timing of when the facilities were
put into place, year-over-year changes can befgignt.

Rental income, cost of operations, depreciatiohpperating income, weighted average square foaimencies and realized rents per square
foot in the table above represent the operatingltefollowing the date each particular facilitygaa to be included in our consolidated
operating results, and in the case of acquireditiasi do not include any operating results ptmour acquisition of these facilities.

In the six months ended June 30, 2009, we compthteé expansion projects to existing real estatiities (75,000 net rentable square feet)
for an aggregate cost of $13.6 million, and did axxjuire any new properties. Also during the ttaeg six months ended June 30, 2009, we
discontinued operations at one of our self-stofaggities in connection with an eminent domaingeding, resulting in an impairment
charge of $8.2 million. This impairment charge alavith the historical operations of this facilityrfall periods presented is included in
discontinued operations on our condensed consetidgtatements of income.

We believe our presence in and knowledge of subatigrall of the major markets in the U.S. enhasnoer ability to identify attractive
acquisition opportunities and capitalize on theralldragmentation in the storage industry. Ourusigions consist of facilities that have be
operating for a number of years as well as newhstrocted facilities that were in the process ltiffj up to stabilized occupancy levels. In
either case, we have been able to leverage offiobperating strategies and improve the occupaawsis of the facilities or, with respect to
the newly developed facilities, we have been ablectelerate the fill-up pace.

We expect that the Other Facilities will continogotovide earnings growth during the remainder@i®as these facilities continue to reach
stabilization. However, the Other Facilities arbjsat to the same occupancy and rate pressuresuh&ame Store facilities are facing as a
result of the recession, and accordingly the pagehith these facilities reach stabilization, ahd ultimate level of cash flows to be reached
upon stabilization, may be negatively impactedhsyd¢urrent economic trends.

Our development pipeline is nominal at June 3092@Wr level of newly developed facilities has deatl significantly in the last few years
due to increases in construction cost, increasesrimpetition with retail, condominium, and apartineperators for quality construction sites
in urban locations, and more difficult zoning aramitting requirements. In addition, we eliminated development pipeline in late 2008
to reduced self-storage demand and our beliefaliacapital can be put to use in a more advantage@unner. It is unclear when we might
change our strategy with respect to developmentites.
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ANCILLARY OPERATIONS: Ancillary revenues and expessnclude amounts associated with (i) the reimsiga@f policies against losses
to goods stored by tenants in our self-storagéditiasi (i) merchandise sales, (iii) commerciabperty operations, and (iv) management of
facilities for third parties and facilities owneg the Unconsolidated Entities.

During the three months ended March 31, 2009, ve&ldd to terminate our truck rental and contairegtinperations. Accordingly, the
revenues and expenses of these operations ardéulcin discontinued operations on our condensesdatiolated statements of income for the
three and six months ended June 30, 2009 and 2008.

The following table sets forth our ancillary opéwat as presented on our condensed consolidatedngat of operations:

T hree Months Ended June 30 Six Months En ded June 30,

200 9 2008 Change 2009 20 08 Change

(Amounts in thousands)

Ancillary Revenues:

Tenant reinsurance premiums ........ $1 5979 $ 14,186 $ 1,793 $ 31,082 $2 8,008 $ 3,074
Merchandise sales................... 7,808 8,106 (298) 14,235 1 4,695 (460)
Other ancillary operations ......... 4,319 4,418 (99) 8,624 9,131  (507)
Total ancillary segment revenues (a) 2 8,106 26,710 1,396 53,941 5 1,834 2,107
Shurgard Europe merchandise and tenant
insurance (b).......ccccvveeeens - - - - 4,913 (4,913)
Total revenues.................. 2 8,106 26,710 1,396 53,941 5 6,747 (2,806)
Ancillary Cost of operations:
Tenant reinsurance premiums......... 3,211 3,916 (705) 6,438 6,939 (501)
Merchandise sales................... 5,658 6,457 (799) 10,609 1 1,670 (1,061)
Other ancillary operations.......... 1,505 1,691 (186) 2,980 3,350 (370)
Total ancillary cost of operations (a) 1 0,374 12,064 (1,690) 20,027 2 1,959 (1,932)
Shurgard Europe merchandise and tenant
insurance (b).......cccccvvveeens - - - - 1,409 (1,409)
Total cost of operations......... 1 0,374 12,064 (1,690) 20,027 2 3,368 (3,341)
Depreciation - Other ancillary operations (a): 672 652 20 1,652 1,594 58
Ancillary net income:
Tenant reinsurance premiums......... 1 2,768 10,270 2,498 24,644 2 1,069 3,575
Merchandise sales .................. 2,150 1,649 501 3,626 3,025 601
Other ancillary operations ......... 2,142 2,075 67 3,992 4,187  (195)
Total ancillary segment net income (c) 1 7,060 13,994 3,066 32,262 2 8,281 3,981
Shurgard Europe merchandise and tenant
insurance (b).......cccceevines - - - - 3,504 (3,504)
Total ancillary net income....... $1 7,060 $ 13,994 $ 3,066 $ 32,262 $3 1,785 $ 477

(a) Revenues and expenses for these items are@ocemt of our Ancillary segment, which is descrilbed reconciled to consolidated
revenues and expenses, respectively, in Note airtdune 30, 2009 condensed consolidated finast@sments.

(b) Shurgard Europe's ancillary revenues and exgseare included in Shurgard Europe Net Segmentriacahich is described and
reconciled to net income in Note 11 to our June2B09 condensed consolidated financial statements.

(c) Ancillary net income as presented herein reprssNet Segment Income prior to equity in earnofgeal estate entities associated with
our investment in PS Business Parks. Net Segmeatria for our ancillary segment is described andmeited to net income in Note 11 to
our June 30, 2009 condensed consolidated finasizEitgments.
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Tenant reinsurance operations: We reinsure polafiesed through a non-affiliated insurance compagginst losses to goods stored by
tenants, primarily in our domestic self-storagéliiées. The revenues that we record are based ppemiums that we reinsure. Cost of
operations primarily includes claims paid that moé covered by our outside third-party insurersyal as claims adjustment expenses.

The increase in tenant reinsurance revenues ogqratt year was attributable to higher rates coadbivith an increase in the percentage of
our existing tenants retaining such policies. Apprately 58% and 53% of our tenants had such mdiet June 30, 2009 and 2008,
respectively.

The future level of tenant reinsurance revenuésrggely dependent upon the number of new tenaatgiey to purchase policies, the level of
premiums charged for such insurance, and the nuoflienants that continue participating in the nasice program. Future cost of operations
will be dependent primarily upon the level of losggcurred, including the level of catastrophicrggesuch as hurricanes, that occur and
affect our properties.

Merchandise sales: We sell locks, boxes, and pgakipplies at the self-storage facilities that werate. The primary factor impacting the
level of merchandise sales is the level of custamadiic at our self-storage facilities, includitige level of move-ins.

Other Ancillary: We also operate commercial faight primarily small storefronts and office spawneated on or near our existing self-storage
facilities that are rented to third parties, andals® manage self-storage facilities with our éxgstnanagement infrastructure, to third party
owners as well as to the Unconsolidated EntitibgsE businesses are largely independent of theteetfige operations at our facilities and
have remained largely unchanged in scope. We dexpect any significant changes in revenues oiitptulfity from these ancillary
businesses.

EQUITY IN EARNINGS OF REAL ESTATE ENTITIES: In adiitbn to our ownership of equity interests in PSB &hurgard Europe, we

had general and limited partnership interestsve fimited partnerships at June 30, 2009. Due tdimited ownership interest and limited
control of these entities, we do not consolidageabcounts of these entities for financial repgrpnrposes, and account for such investments
using the equity method.

Equity in earnings of real estate entities fortthree and six months ended June 30, 2009 and 2608ists of our pro-rata share of the net
income of the Unconsolidated Entities based uparoaumership interest for the period. The followitadple sets forth the significant
components of equity in earnings of real estatigiesnt Amounts with respect to PSB, Shurgard Eurape Other Investments are included in
our Ancillary, Shurgard Europe, and Self-Storaggnsents, respectively, as described in Note 11 taJone 30, 2009 condensed consolidated
financial statements.
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HISTORICAL SUMMARY: Three Months Ended June 30, Six Mon ths Ended June 30,

20 09 2008 Change 2009 2008 Change

(Amounts in thousands)

PSB..coiiiiiie e 983  $ 22,119 $ (1,136) $ 42,536 $ 43,898 $ (1,362)
Shurgard Europe...... 10 427 13,757  (3,330) 20,439 13,757 6,682
Other Investments 679 1,101 (422) 1,332 2,250 (918)
32 ,089 36,977  (4,888) 64,307 59,905 4,402
Depreciation:
PSB..ciiiiiie e ,639) (11,412) 1,773 (19,870) (23,003) 3,133
Shurgard Europe 7 ,106)  (10,856) 3,750 (14,315) (10,856)  (3,459)
Other Investments...........ccccevnee (194) (553) 359 (386) (1,134) 748
(16 ,939) (22,821) 5,882 (34,571) (34,993) 422
Other:(2):
,143) (7,860) 1,717 3,001 (15,703) 18,704
@ 612)  (1,444)  (168) (2,516) (1,444)  (1,072)
3 (220) 223 (12) (404) 392
7 ,752) (9,524) 1,772 473 (17,551) 18,024
Total equity in earnings of real estate entities:
PSB..oiiiiiiii s 5 ,201 2,847 2,354 25,667 5,192 20,475
Shurgard Europe ..... 1 , 709 1,457 252 3,608 1,457 2,151
Other Investments 488 328 160 934 712 222
$ 7 398 $ 4,632 $ 2,766 $ 30,209 $ 7,361 $ 22,848

(1) These amounts represent our pro-rata shareafdt operating income of the Unconsolidated stiSee also "net operating income”
above for a discussion of this non-GAAP measure.

(2) "Other" reflects our share of general and adstiative expense, interest expense, interest iecgains on sale of real estate assets, and
other non-property; non-depreciation related ofrggatiesults of these entities.

(3) Includes our pro rata share of benefit totapi@.3 million from PSB's preferred stock and pmefé unit repurchases for the six months
ended June 30, 2009.

Investment in PSB

Throughout each of the three and six months endee 30, 2009 and 2008, we owned 5,418,273 commanesland 7,305,355 operating
partnership units (units which are convertible iobonmon shares on a one-for-one basis) in PS BasiParks, Inc., a public REIT (NYSE:
PSB) representing a 46% common equity interesBiB.FAt June 30 2009, PSB owned and operated 19liémientable square feet of
commercial space located in eight states. PSBratstages commercial space owned by the Companyffiiated entities at June 30, 2009
pursuant to property management agreements.

Our future equity income from PSB will be dependemtirely upon PSB's operating results. Our invesiinin PSB provides us with some
diversification into another asset type. We havelaos of disposing of our investment in PSB. PSib'gys and selected financial
information can be accessed through the Secuatid€EExchange Commission, and on its website, wwwsgisessparks.com.

Investment in Shurgard Europe

As described in Note 3 to our June 30, 2009 corefenensolidated financial statements, due to thgadition of a 51% interest in Shurgard
Europe, our pro-rata share of the operating res@ihurgard Europe after March 31, 2008 is inctlite"equity in earnings of real estate
entities." Subsequent to March 31, 2008, we nodoggnsolidate the revenues and expenses of Skuggaope on our consolidated
statements of income. Selected financial
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data for Shurgard Europe for each of the threesanthonths ended June 30, 2009 and 2008 is incliudBdte 5 to our June 30, 2009
condensed consolidated financial statements.

We originally acquired our 100% interest in ShudgBurope during our merger with Shurgard, whichuoeed in August 2006. Our primary
objective for merging with Shurgard was to acq@hairgard's U.S. domestic assets which accounteapfmoximately 484 facilities in the
U.S. as compared to 149 facilities in Europe atithe of the Shurgard Merger. Subsequent to thedaind Merger, management of Public
Storage determined that it was in the best inter@SPublic Storage to reduce our investment inr@dma Europe. There were many reasons
for that decision, most relating to the fact thattnued growth of Shurgard Europe would requiségaificant capital commitment.
Movement of capital from Public Storage (in the Y18 various European countries would have exp®&sdalic Storage to currency
fluctuation risks and to potential tax burdens wReiblic Storage wished to repatriate its capitaégtment. Accordingly, in March 2008, we
sold 51% of our ownership interest in Shurgard Baravhich helped to limit our capital requiremetat€ontinue to grow Shurgard Europe
and to limit our exposure to other risks of ownamerations in foreign countries. We do not intemdell any of our remaining interest in
Shurgard Europe. In the future, we expect Shurgardpe to function as a stand-alone entity andinal fits capital requirements primarily
with its retained operating cash flow, bank bormogs and, to the extent available, public or privemaity.

This transaction has resulted in the operatiorShofrgard Europe having a less significant impaabtumoperating results, as we have a 49%
interest and a loan receivable from Shurgard Eurgma which we receive interest income, rather thenl00% equity interest in Shurgard
Europe we held prior to the transaction. Our futyperating results will be impacted by the ultimegirns realized on the reinvestment of
cash proceeds received in connection with thissaetion.

At June 30, 2009, Shurgard Europe's operations aeep84 facilities with an aggregate of 9,783,880rentable square feet. The portfolio
consists of 112 wholly owned facilities and 72 fitiels owned by two joint venture partnershipswinich Shurgard Europe has a 20% equity
interest.

Equity in earnings from our investment in ShurgBtatope for the three months ended June 30, 200$W@69,000 compared to $1,457,000
for the same period in 2008, representing an isered $252,000. This increase was primarily dug $8,750,000 reduction in our pro rata
share of Shurgard Europe's depreciation expentset gfartially by a $3,330,000 decrease in ourrpta share of the net operating income of
Shurgard Europe's self-storage facilities, sed@urtliscussion of operating results at Shurgar@igis Same Stores below. The reduction in
depreciation expense was due to reductions inrtieuat of amortization associated with tenant inflaleg acquired in August 2006.

Equity in earnings from our investment in ShurgBtatope for the six months ended June 30, 2009 ®#&O8,000 compared to $1,457,000
for the same period in 2008, representing an isered $2,151,000. This increase is due to the Grofnour disposition of the 51% interest in
Shurgard Europe. Equity in earnings for the six thgreriod in 2008 only includes amounts for thequeof April 1, 2008 through June 30,
2008 while the 2009 period includes amounts forethiére six month period.

Key metrics that we use to evaluate the performancar investment in Shurgard Europe are the pevdmce metrics of Shurgard Europe's
Same Store Facilities.

The Shurgard Europe Same Store Facilities repréisesé 94 facilities that are stabilized and owsiede January 1, 2007 and therefore
provide meaningful comparisons for 2007, 2008, 20@9. The number of facilities in the Shurgard fer&ame Store Pool declined from 96
at December 31, 2008 to 94 at June 30, 2009, asmweved facilities from the previous Shurgard Eer§ame Store Pool that, due primarily
to construction activities, are no longer expedttede stabilized through December 31, 2009, anéadakilities that are now stabilized and
owned since January 1, 2007. The following tabileces the operating results of these 94 facilities
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SELECTED OPERATING DATA FOR THE 94 FACILITIES OPERA TED

BY SHURGARD EUROPE ON A STABILIZED BASIS SINCE JANU ARY

1, 2007 ("EUROPE SAME STORE FACILITIES"): Three Months Ended June 30, S ix Months Ended June 30,
Percentage Percentage
2009 2008 Change 2009 2008 Change
(Dollar amounts in thousands, except we ighted average data,
utilizing constant exchange ra tes) (a) (b)
Revenues:
Rental income............cccocccviiiinnns .$ 27815 $ 29,224 (48)% $ 54 422 $ 57,062 (4.6)%
Late charges and administrative fees collected . 451 517 (12.8)% 886 996 (11.0)%
Total revenues..........c.ccoccevecireernnn. . 28,266 29,741  (5.0)% 55 ,308 58,048 (4.7)%

Cost of operations (excluding depreciation and
amortization expense):

Property taxes .........ccccoveviiiiiiinnns . 1,460 1,422 2.7% 2 ,833 2,748 3.1%
Direct property payroll.. 3,387 3,315 2.2% 6 ,671 6,468 3.1%
Advertising and promation... 1,498 1,073  39.6% 2 ,941 1,802 63.2%
utilities.....ccooevvviiiinn, . . 640 694  (7.8)% 1 ,504 1,364 10.3%
Repairs and maintenance....................... . 725 803 (9.7)% 1 ,527 1,562 (2.2)%
Property insurance.............. . 179 188 (4.8)% 343 363 (5.5)%
Other costs of management.................... . 4,127 3,986 3.5% 7 ,860 7,923 (0.8)%
Total cost of operations.............cc.ceeueene . 12,016 11,481 4.7% 23 ,679 22,230 6.5%
Net operating income (C)........ccccvrevernnnne .$ 16,250 $ 18,260 (11.0)0% $ 31 ,629 $ 35818 (11.7)%
Gross Margin........coceeceveeniiciiieninnnn, . 57.5% 61.4%  (6.4)% 5 7.2% 61.7% (7.3)%
Weighted average for the period:
Square foot occupancy (d).........cccceeeeee. . 86.1% 86.9%  (0.9)% 8 5.4% 87.3% (2.2)%
Realized annual rent per occupied square
LYo TR )1 () PR . $25.04  $26.07 (4.0% $2 4.70 $25.33  (2.5)%
REVPAF ()(Q).vvevveveeeeeresesiinniinnns . $21.56 $22.65 (4.8)% $2 1.09 $22.11  (4.6)%
Weighted average at June 30:
Square foot occupancy............cceveeneeen. . 8 7.0% 87.4%  (0.5)%
In place annual rent per occupied square foot (h) $2 6.63 $27.66 (3.7)%
Total net rentable square feet (in thousands)...... . 5 ,160 5,160 -

(a) The majority of Shurgard Europe's operatiomsdnominated in Euros. For comparative purposesuats for the three and six months
ended June 30, 2009 and 2008 are translated aaobeschange rates representing the average eyehates for the three and six months
ended June 30, 2009, respectively. The averagexngelrate for the Euro was approximately 1.36061aB834 during the three and six
months ended June 30, 2009, respectively, as cemparl.563 and 1.530, respectively, for the saem®gs in 2008.

(b) Only the amounts for the period ended March28D8 are included in our consolidated financiateshents. We include our pro-rata share
of these operating results for periods after M&th2008 in Equity in Earnings of Real Estate kggitThe amounts incorporated in our
financial statements, either consolidated or equiégghod amounts, are based upon the actual weighezdge exchange rates for each pe

(c) We present net operating income "NOI" of theirglard Europe same-store facilities, which is a@@AP financial measure that excluc
the impact of depreciation and amortization expeAttbough depreciation and amortization is a comga of GAAP net income, we believe
that NOI is a meaningful measure of operating perémce, because we utilize NOI in making decisisitls respect to capital allocations,
segment performance, and comparing period-to-pemabimarket-tanarket property operating results. In addition,ithestment communit
utilizes NOI in determining real estate values, dods not consider depreciation expense as isisdoapon historical cost. NOI is not a
substitute for net operating income after deprawiaand amortization in evaluating our operatinguits.

(d) Square foot occupancies represent weightecageasccupancy levels over the entire period.

(e) Realized annual rent per occupied square foodinputed by annualizing the result of dividingta income before late charges and
administrative fees by the weighted average occupigiare feet for the period. Realized annualpenbccupied square foot takes into
consideration promotional discounts and other itdmasreduce rental income from the contractualartsdue.

55



(f) Late charges and administrative fees are exatftcbm the computation of realized annual rentqueupied square foot and REVPAF.
Exclusion of these amounts provides a better measfusur ongoing level of revenue, by excluding tbtatility of late charges, which are
dependent principally upon the level of tenantrgliency, and administrative fees, which are depgrméncipally upon the absolute level of
move-ins for a period.

(9) Realized annual rent per available foot or "FRRF" is computed by dividing rental income befatelcharges and admin fees by the 1
available net rentable square feet for the period.

(h) In place annual rent per occupied square fetasents annualized contractual rents per occupieare foot without reductions for
promotional discounts and excludes late chargesdmdnistrative fees.

We have recently seen softness in Shurgard Europelations, as it appears to be impacted by tine $eends in selétorage demand that ¢
domestic facilities are facing, but to a largermeg In addition to Same Store NOI growth beingatieg for the six months ended June 30,
2009, occupancies as well as rates charged to nstoroers are below that of the same periods in,2888inuing a trend that began in the
fourth quarter of 2008. We expect continued deslineoperating results for the remainder of 200%ur§ard Europe has ceased
commencement of new development projects. At JOn@@09, Shurgard Europe has two newly developeititfes and two expansions to
existing facilities under construction (210,000 resttable square feet), with costs incurred of $2dillion and $14.5 million in costs to
complete. The development of these projects isestiltp various risks and contingencies.

Shurgard Europe's Condensed Consolidated OperatinResults

In Note 5 to our June 30, 2009 condensed conselidiitancial statements, we disclose Shurgard Elsamndensed consolidated operating
results for the three and six months ended Jun2@® and 2008. Shurgard Europe's condensed cdatalioperating results include
additional facilities that are not Europe Same &teacilities, and are based upon historical exchaatgs rather than constant exchange rates
for each of the respective periods.

In addition, for the reasons denoted above undéf RBEERATING INCOME OR "NOI", we present net opengtincome for the Shurgard
Europe Same-Store facilities, which is a non-GAA@asure excluding the impact of depreciation andranadion.

Other Investments

The "Other Investments" at June 30, 2009 are camgnprimarily of our equity in earnings from emtitithat own 19 self-storage facilities.
Amounts included in the tables above also inclugleeguity in earnings with respect to three faeditowned by the Unconsolidated Entities,
until we acquired the remaining interest we did owh in these entities during 2008, and commenoceddidating these facilities. Our future
earnings with respect to the other 19 facilitiel bé dependent upon the operating results ofdhdifies that these entities own. See Note
our June 30, 2009 condensed consolidated finastzitdments for the operating results of these difitias under the "Other Investments."

Other Income and Expense Items

INTEREST AND OTHER INCOME: Interest and other inoemvas $7,516,000 and $15,149,000 in three and entlm ended June 30, 20
respectively, as compared to $11,014,000 and $83)86 in the same periods in 2008. The increapansipally as a result of (i) interest
income with respect to notes receivable from Shur§arope (described below), offset by lower inseiacome on our cash reserve balan
While we had higher average cash balances, intextest were significantly lower in the three andmbnths ended June 30, 2009, as
compared to the same periods in 2008. We have $58#lion in cash on hand at June 30, 2009 inveptadarily in money-market funds,
which earn nominal rates of interest in the curietgrest rate environment. Future interest incaritledepend upon the level of interest rates
and the timing of when the cash on hand is ultitlgateested.

We have a loan receivable from Shurgard Europdingt&550.5 million as of June 30, 2009 that béatarest at a fixed rate of 7.5% per
annum. We received interest income with respetiigloan of approximately $11.4 million and $28lion in the three and six months
ended June 30, 2009,
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respectively, as compared to $12.4 million for eatthe same periods in 2008, however, for findn&porting purposes due to our 49%
ownership interest in Shurgard Europe, 51% ofdhi®unt ($5.8 million and $11.0 million for the terand six months ended June 30, 2009,
respectively, as compared to $6.3 million for eatthe same periods in 2008) is included in intea@sl other income and the remainder was
recorded as additional equity in earnings for tire¢ and six months ended June 30, 2009 and 2@But&fest income in connection with

this loan was recorded in the three months endediMzil, 2008, as such interest income was fullyielated in consolidation until March :
2008. The level of interest income recorded in eation with this loan will be dependent upon therage outstanding balance as well as the
exchange rate of the Euro versus the U.S. Dollhisueh interest has been paid currently when duevee expect the interest to continue to
be paid when due with Shurgard Europe's operatsg dow.

DEPRECIATION AND AMORTIZATION: Depreciation and amtization expense was $83,796,000 and $168,76Zd@00e three and six
months ended June 30, 2009, respectively, as ceupai$94,829,000 and $217,069,000 for the samedsein 2008.

The decrease in depreciation and amortization esgpenthe three months ended June 30, 2009, asazethto the same period in 2008 is
principally to declines in amortization of tenantaingible amortization. We expect minimal amortaaexpense of our existing intangibles
during the remainder of 2009, and future intangibteortization will be dependent upon our futureelesf acquisition of facilities with
existing tenants in place.

Effective March 31, 2008, depreciation and amotitwaceased on the facilities owned by Shurgardgeywhich was deconsolidated
effective March 31, 2008. Included in our depraoiagnd amortization related to Shurgard Europegifies were $21,871,000 for the three
months ended March 31, 2008.

GENERAL AND ADMINISTRATIVE EXPENSE: General and adimstrative expense was $8,199,000, and $17,87&@0be three and six
months ended June 30, 2009, respectively, as ceapai$33,173,000 and $48,089,000 for the samedgsem 2008. General and
administrative expense principally consists ofestatome taxes, investor relations expenses, aqbie and executive salaries. In addition,
general and administrative expenses includes ergehat vary depending on our activity levels irtaia areas, such as overhead associated
with the acquisition and development of real estatdities, certain expenses related to capitsimg and merger and acquisition activities,
litigation expenditures, employee severance, stiaded compensation, and incentive compensation.

General and administrative expense for the thrdesanmonths ended June 30, 2008 includes $25,8a@6d $27,900,000 in additional
incentive compensation incurred related to ouraBgon of an interest in Shurgard Europe. Follayivarch 31, 2008 we record no further
general and administrative expense incurred bydandrEurope's operations.

We expect ongoing general and administrative ex@émsapproximate $8 million to $10 million per qiear

INTEREST EXPENSE: Interest expense was $7,288,800545,416,000 for the three and six months ended 30, 2009, respectively, as
compared to $9,601,000 and $26,088,000 for the gmmeds in 2008. The decrease in interest expiartbe six-month periods is due
primarily to the deconsolidation of Shurgard Eurdpéerest expense was also reduced due to oyr edirement in February 2009 of $110.2
million face amount of senior notes. See Note héocondensed consolidated financial statements $ohedule of our notes payable
balances, principal repayment requirements, anthgednterest rates.

Capitalized interest expense totaled $157,000 &4d $00 for the three and six months ended Jun2(®®, respectively, as compared to
$434,000 and $1,182,000 for the same periods i8,28CGconnection with our development activities.
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Interest expense for the three months ended MatrcBM®8 included $6,892,000 incurred by Shurgansbfse relative to third-party debt
(excluding the debt payable to Public Storageprbgt expense incurred by Shurgard Europe aftectMat, 2008 is no longer reflected in
financial statements.

FOREIGN EXCHANGE GAIN (LOSS): Our loan receivabterih Shurgard Europe is denominated in Euros buhbabeen hedged. The
amount of U.S. Dollars that will be received onagment will depend upon the currency exchange mitdse time. Based upon the change in
estimated U.S. Dollars to be received caused lmguation in currency rates during the three moetided June 30, 2009, we recorded for
currency translation gains of $33,205,000, as coetpt foreign currency translation losses of $@,fa0 the three months ended June 30,
2008. During the six months ended June 30, 2009ee@ ded foreign currency translation losses ¢623,000, as compared to foreign
currency translation gains of $40,969,000 for flkev®onths ended June 30, 2008. The U.S. Dollar axgh rate relative to the Euro was
approximately 1.405, 1.320 and 1.409 at June 309 2@arch 31, 2009 and December 31 2008, respéctive

Future foreign exchange gains or losses will beeddpnt primarily upon the movement of the Eurotiedao the U.S. Dollar, the amount
owed from Shurgard Europe and our continued expentwith respect to repaying the loan.

DISCONTINUED OPERATIONS: During the six months eddkine 30, 2009, we decided to terminate our trental and containerized
storage business units, disposed of a completeswekge facility in connection with a condemnatioceeding and discontinued operations
on a self-storage facility in connection with anieemt domain proceeding. As a result, we reclassiéill of the historical revenues and
expenses of these operations from revenues antsageanto "discontinued operations." Includedigtantinued operations is $3.5 million
expenses incurred in the six months ended Jun20B9, related primarily to disposing of trucks ugedur truck rental operations, a gain on
sale of the sold self-storage facility of approxieta $4.2 million, as well as an impairment chaogeintangible assets of $8.2 million in
connection with an eminent domain proceeding atafraur self-storage facilities.
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LIQUIDITY AND CAPITAL RESOURCES

We have $584.9 million of cash on hand at Jun€B09, and believe that these funds, together wittirdernally generated net cash provi
by operating activities will continue to be suféai to enable us to meet our operating expenspsakenprovements, debt service
requirements and distributions requirements toshareholders for the foreseeable future.

Operating as a REIT, our ability to retain cashvffor reinvestment is restricted. In order for asrtaintain our REIT status, a substantial
portion of our operating cash flow must be usedh&dke distributions to our shareholders (see "RE@EMENT TO PAY DISTRIBUTIONS'
below). However, despite the significant distribatrequirements, we have been able to retain #isigmt amount of our operating cash fic
The following table summarizes our ability to fudidtributions to the minority interests, capitabmmvements to maintain our facilities, and
distributions to our shareholders through the dsmsh provided by operating activities. The rermajrcash flow generated is available to
make both scheduled and optional principal paymentdebt and for reinvestment.

For the Six Months Ended

June 30,
2009 2008
(Amount in thousands)
Net cash provided by operating activities (a)....... $ 542,248 $ 511,190
Capital improvements to maintain our facilities.... .. (32,575) (31,571 )
Remaining operating cash flow available for distrib utions to equity
hOIdErS. ..o e 509,673 479,619
Distributions to noncontrolling interests in subsid iaries............. (8,247) (8,595 )
Distribution requirements paid to preferred partner ship interests..... (5,830) (10,806 )
Cash from operations allocable to Public Storage sh areholders......... 495,596 460,218
Distributions paid to Public Storage shareholders:
Preferred share dividends.......ccccccceeeeeeee. s (116,216) (120,666 )
Equity Shares, Series A dividends................ L. (10,262) (10,712 )
Common shareholders and restricted share unithol ders
($1.10 per share)....cccccceeevveevcvence e (185,850) (185,602 )
Cash from operations available for principal paymen ts on debt and
reinvestment (B).....ccccoovcvevvveeiiceees e $ 183,268 $ 143,238

(a) Represents net cash provided by operatingiteesifor each respective six month period as priegkin our June 30, 2009 Condensed
Consolidated Statements of Cash Flows.

(b) Cash from operations available for principajments on debt and reinvestment is not a subsfibuteash flows from operations in
evaluating our liquidity, ability to repay our debt to meet our distribution requirements.

Cash from operations available for principal paytaem debt and reinvestment increased from $148ldmin the six months ended June
30, 2008 to $183.3 million in the six months endade 30, 2009.

In addition to cash on hand, other sources of headailable liquidity and capital resources inaua $300 million revolving line of credit.
The line of credit expires in March 2012 and theege no outstanding borrowings on the line of dratiAugust 7, 2009.

We also have a loan receivable from Shurgard Euratpding $550.5 million that matures on March 2@10. We expect that this loan will be
repaid in full on the maturity date.

Significant requirements on our liquidity and capitsources include:

(i) capital improvements to maintain our faciliti€s) distribution requirements to our sharehofder maintain our REIT status, (iii) debt
service, (iv) acquisition and development committeemd (v) commitments to provide funding to Shuwldaurope for certain investing and
financing activities.
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CAPITAL IMPROVEMENT REQUIREMENTS: During 2009, wexpect approximately $72 million for capital impraowents for our
facilities. Capital improvements include major riep@r replacements to the facilities, which keleg facilities in good operating condition
and maintain their visual appeal. Capital improveta&lo not include costs relating to the develogreexpansion of facilities. During the
six months ended June 30, 2009, we incurred capifaovements of approximately $32.6 million.

REQUIREMENT TO PAY DISTRIBUTIONS: We have operatahd intend to continue to operate, in such a maasiéo qualify as a REIT
under the Code, but no assurance can be givewéheill at all times so qualify. To the extent thlhé Company continues to qualify as a
REIT, we will not be taxed, with certain limited@ptions, on the REIT taxable income that is disted to our shareholders, provided that at
least 90% of our taxable income is so distributedur shareholders. We believe we have satisfiedrREaIT distribution requirement since
1981.

Aggregate dividends paid during the six months dnlisme 30, 2009 totaled $116.2 million to the hdde our Cumulative Preferred Shares,
$185.9 million to the holders of our common shaned restricted share units and $10.3 million tohtblelers of our Equity Shares, Series A.
Although we have not finalized the calculation af @008 taxable income, we believe that the aggeedjaidends paid in 2008 to our
shareholders enable us to continue to meet our EEffibution requirements.

During the first six months of 2009, we paid distrions totaling $5.8 million with respect to oueferred Partnership Units. We expect
distributions to the units to be approximately $3ullion for the remainder of 2009, a reductionrfréhe first half of the year due to unit
repurchases. We expect our annual distributionireopent based upon preferred partnership unitsandgg at June 30, 2009, to be
approximately $7.3 million on a go forward basisalldition, we estimate the annual distributiorureements with respect to our preferred
shares outstanding at June 30, 2009, to be appatadiy$232.4 million, assuming no additional pregdrshare issuances or redemptions
during 2009.

For 2009, distributions with respect to the comrebares will be determined based upon our REITidigton requirements after taking into
consideration distributions to the preferred shalddrs. We anticipate that, at a minimum, quartdibgributions per common share for 2009
will be $0.55 per common share. For the third qerast 2009, a quarterly distribution of $0.55 penenon share has been declared by our
Board of Trustees.

With respect to the depositary shares represettim@quity Shares, Series A, we have no obligatigray distributions if no distributions are
paid to the common shareholders. To the extentwibalo pay common distributions in any year, thieléws of the depositary shares receive
annual distributions equal to the lesser of (igfiimes the per share dividend on the common sloar@$ $2.45. The depositary shares are
non-cumulative, and have no preference over ourr@omShares either as to dividends or in liquidation

We are required by the underlying governing docusémpay distributions to noncontrolling intereistsubsidiaries based upon the
operating cash flows of the underlying entitieslasy required reserves for capital expenditurefebt repayment. Such interests received a
total of $8,247,000 during the six months endece B0y 2009 and $8,595,000 for the same period @8 2@hich represents our expectations
with respect to future distribution levels.

DEBT SERVICE REQUIREMENTS: At June 30, 2009, we éévtal outstanding debt of approximately $524.Hioni. See Note 6 to our
June 30, 2009 condensed consolidated financiamstaits for approximate principal maturities of sholrowings. It is our current intention
to fully amortize and repay the debt at maturitg aot seek to refinance debt maturities with addal debt. Alternatively, we may prepay
debt and finance such prepayments with retainecatipg cash flow or proceeds from the issuanceefigored securities or common shares.

Our portfolio of real estate facilities remains stamtially unencumbered. At June 30, 2009, we Isacered debt outstanding of $231.8
million, which encumbers 90 self-storage facilitigish an aggregate net book value of approximabeky7.6 million.
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ACQUISITION AND DEVELOPMENT OF FACILITIES: During @09, we will continue to seek to acquire additioself-storage facilities
from third parties; however, it is difficult to @siate the amount of third party acquisitions wd wildertake. We have a minimal developrn
pipeline at June 30, 2009 and have no currenttplaxpand our development activities.

EUROPEAN ACTIVITIES: At the end of February 200Betmaturity date of the loan owed by Shurgard EaitopgPublic Storage was
extended to March 31, 2010. The loan totaled apprately $550.5 million at June 30, 2009.

In addition, if Shurgard Europe acquires its pattniaterests in First Shurgard and Second Shurgadds unable to obtain third-party
financing, we have agreed to provide additionah®® Shurgard Europe, under the same terms &xisténg loans, for up to (euro)185
million ($259.9 million as of June 30, 2009) foethcquisition. This commitment was also extendedaech 31, 2010 and was originally for
(euro)305 million, but was reduced as the resutefihancing one of the joint venture loans. Shtadaurope has no obligation to acquire
these interests, and the acquisition of thesedatglis contingent on a number of items, includihgther we assent to the acquisition.

Shurgard Europe has a 20% interest in two jointwes and one other partner owns 80% interestdh.&ghe two joint ventures collectively
had approximately (euro)233 million ($328 millianf) outstanding debt payable to third parties aeJ8®, 2009, which is non-recourse to
Shurgard Europe. In April 2009, Shurgard Europeaioled loan extensions on both of its joint ventoens. One of the joint venture loans,
totaling (euro)112 million ($158 million), is nowud May 2011 and the other joint venture loan, iogal

(euro)121 million ($170 million), is now due in $010. Both joint venture loans are secured bydhe ventures' respective facilities, and
are not guaranteed by Public Storage or any ttartyp

We also committed to fund up to $88.2 million oflgnal equity contributions to Shurgard Européund certain investing activities. Our
remaining obligation under this commitment tote&®.4 million at June 30, 2009.

We expect that Shurgard Europe will repay the g¥gdban due to us (and any additional borrowingsspant to our commitment) no later

than March 31, 2010 or sooner if capital marketobge accessible and Shurgard Europe is able ® cafstal on appropriate terms. Given
the difficulty in the credit markets, it is posglthat Shurgard Europe may not able to repay #e poior to March 31, 2010. Our business

operations are not dependent on the repaymentbftbe loan.

In March 2009, Shurgard Europe's joint venturergargave its "exit notice" with respect to onehd joint ventures. In June 2009, the joint
venture partner withdrew its exit notice, with mepact upon the current or future operations or gouece of the joint venture or the terms of
the joint venture agreement.

ACCESS TO CAPITAL: Over the past nine months, asitescapital through the equity or credit markets hecome very difficult, in part
due to the lack of liquidity, particularly with nasct to real estate companies. As a result, olityatw raise additional capital by issuing
common or preferred securities is not currentlyadle option. We are not dependent, however, @imgicapital to fund our operations or
meet our obligations.

Our financial profile is characterized by a lowdeof debt-to-total-capitalization and a consem@tiividend payout ratio with respect to the
common shares. We expect to fund our long-term tir@ivategies and debt obligations with (i) casthand at June 30, 2009, (ii) internally
generated retained cash flows and (iii) dependpanicurrent market conditions, proceeds from iggeiuity securities. In general, our
strategy is to continue to finance our growth vadrmanent capital, either common or preferred gdaithe extent that market conditions are
favorable, notwithstanding current market condgi@ne not favorable.

Historically, we have funded substantially all @ir@cquisitions with permanent capital (both comrand preferred securities). We have
elected to use preferred securities as a formvafriégge despite the fact that the dividend ratesiopreferred securities exceed the prevailing
market interest rates on conventional debt. We lkshwesen this method of financing for the followiggsons: (i) under the REIT structure, a
significant amount of operating cash flow needbddlistributed to our shareholders, making it diffi to repay
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debt with operating cash flow alone, (ii) our peyad preferred shares have no sinking fund requérdgror maturity date and do not require
redemption, all of which eliminate any future refitting risks, (iii) after the end of a non-callipdf we have the option to redeem the
preferred shares at any time, which enable usfimarece higher coupon preferred shares with neviemed shares at lower rates if
appropriate, (iv) preferred shares do not contairenants, thus allowing us to maintain significémancial flexibility, and (v) dividends on
the preferred shares can be applied to satishR&UT distribution requirements.

Our credit ratings on each of our series of preféshares are "Baal" by Moody's and "BBB" by SteshdaPoor's.

ISSUANCE AND REDEMPTION OF PREFERRED SECURITIES: Walieve that our size and financial flexibilityaes us to access
capital when appropriate and when market conditavedavorable. However, over the past six mordbsessing capital through the credit
markets has become very difficult, in part duehte lack of liquidity.

As of June 30, 2009, several of our series of prefeshares were redeemable at our option; howesxehave not called these series for
redemption. Although we may acquire these shardh®open market, it is not advantageous to redbese shares at face pursuant to our
redemption option at this time because, based opaent market conditions, we cannot issue additipreferred securities at a lower cou,
rate than the securities that would be called. fihang of redemption of any of these series of grefd shares will depend upon many factors
including when, or if, market conditions improvechuhat we can issue new preferred shares at a lovge of capital than the shares that
would be redeemed.

In the past we have typically raised additionalitzdjin advance of the redemption dates to endhakewe have available funds to redeem t
securities. Provided market conditions improvehia future, we may raise capital in advance to figtmptions.

REPURCHASES OF THE COMPANY'S EQUITY AND PREFERREBG@UJRITIES: Dislocations in capital markets havevided
opportunities for the repurchase of our preferned debt securities. During the six months ende@ JBih 2009, we repurchased certain of our
Cumulative Preferred Shares in privately negotiatadsactions with a liquidation value of $24.6lioil for approximately $17.5 million,
including accrued dividends, reducing our ongoiigdend requirement by approximately $1.8 millicer year. Also during the six months
ended June 30, 2009, we repurchased certain d?refierred Partnership Units in privately negotidtadsactions with a carrying amount of
$225 million for approximately $153 million, redag our ongoing dividend requirement by approxime$dl4.4 million per year.

On February 12, 2009, we acquired approximatelyd$ilion face amount of our existing senior ungecunotes pursuant to a tender offer.
The amounts paid in the tender were substantiedly than what would have been paid if we weregayr¢his debt early subject to the
prepayment premiums under the related debt agrdemen

Our Board of Trustees has authorized the repurdhasetime to time of up to 35,000,000 of our commehares on the open market or in
privately negotiated transactions. During the sbnths ended June 30, 2009, we did not repurchasefarur common shares. From the
inception of the repurchase program through Augug009, we have repurchased a total of 23,721cefrinon shares at an aggregate co
approximately $679.1 million. Future levels of coomrepurchases will be dependent upon our availzdpéal, investment alternatives, and
the trading price of our common shares.

These acquisitions were funded by us with cashamilhWe continue to monitor the existing tradingges of all our outstanding debt and
equity securities for potential opportunities.

CONTRACTUAL OBLIGATIONS

Our significant contractual obligations at June )9 and their impact on our cash flows and lifyidre summarized below for the years
ending December 31 (amounts in thousands):
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Total 20 09 2010 2011 2012 2013 Thereafter

Long-term debt (1) ............ $ 631,423 $ 25977 $ 41,643 $154,095 $ 74,712 $ 259,878 $ 75,118
Operating leases (2)........... 99,684 3,497 5,858 5,315 5,321 5,201 74,492
Construction commitments (3)... 7,192 6,473 719

Total>$_73829_ $ 35947 $ 48,220 $159,410 $ 80,033 $_2650793;l_49610

(1) Amounts include interest payments on our nptgble based on their contractual terms. See &Ntdeur June 30, 2009 condensed
consolidated financial statements for addition&imation on our notes payable.

(2) We lease land, equipment and office space wuatious operating leases. Certain leases are ledaheavith substantial penalties.
(3) Includes obligations for facilities under camnstion at June 30, 2009.

We have not included any additional funding requieats that we may be required make to Shurgardgeuwaie a contractual obligation in the
table above, since it is uncertain whether or netwill be required to fund any additional amountd &decause such funding is subject to our
assent.

We have no substantial construction commitmendsia¢ 30, 2009.

OFF-BALANCE SHEET ARRANGEMENTS: At June 30, 2009 Wwad no material off-balance sheet arrangemendsfased under
Regulation S-K 303(a)(4) and the instructions tteere
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

To limit our exposure to market risk, we princigdihance our operations and growth with permarmepiity capital consisting either of
common shares and preferred shares. At June 30, 800debt as a percentage of total equity (basdabok values) was 5.9%.

Our preferred shares are not redeemable at thenoptithe holders. At June 30, 2009, our SerieSafies W, Series X, Series Y, Series Z,
Series A and Series B preferred shares are curnetteemable by us. Except under certain conditielaging to the Company's qualification
as a REIT, the preferred shares are not redeerhglifee Company pursuant to its redemption optidor fio the dates set forth in Note 8 to
our June 30, 2009 condensed consolidated finastzEitdments.

Our market risk sensitive instruments include npt@gable, which totaled $524,440,000 at June 30920

We have foreign currency exposures related toraegstment in Shurgard Europe, which has a bookevafi$268.5 million at June 30, 2009.
We also have a loan receivable from Shurgard Eynepih is denominated in Euros, totaling

(euro)391.9 million ($550.5 million) at June 30020 We also have an obligation, in certain circamses, to loan up to an additional (euro)
185 million to Shurgard Europe.

The table below summarizes annual debt maturitidsnaeighted-average interest rates on our outstgrdibt at the end of each year and fair
values required to evaluate our expected cash-flowier debt agreements and our sensitivity toéstelate changes at June 30, 2009 (dollar
amounts in thousands).

2009 2010 2011 2012 2013  Thereafter Total Fair Value
Fixed rate debt........ $ 6,467 $ 13,277 $ 130,679 $ 55,575 $ 251,421 $ 67,021 $ 524,440 $ 529,532
Average interest rate.. 5.68% 5.68% 5.68% 5.70% 5.62% 5.50%
Variable rate debt (1). $ - $ - $ -3 - % -3 -$ -3$

Average interest rate..

(1) Amounts include borrowings under our line cdit, which expires in 2012. As of June 30, 2008,h&ve no borrowings under our line of
credit.
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ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresatetiesigned to ensure that information requivdaketdisclosed in reports we file and
submit under the Securities Exchange Act of 1984mended ("Exchange Act"), is recorded, processadmarized and reported within the
time periods specified in accordance with SEC dinde and that such information is communicateBublic Storage's management,
including our Chief Executive Officer and Chief Birtial Officer, to allow timely decisions regardirggjuired disclosure based on the
definition of "disclosure controls and procedurgsRules 13a-15(e) and 15d-15(e) of the ExchangelAdesigning and evaluating our
disclosure controls and procedures, we recogntzaidainy controls and procedures, no matter howdesligned and operated, can provide
only reasonable assurance of achieving the destetlol objectives and that our management neagssas required to apply its judgment
in evaluating the cost-benefit relationship of plolescontrols and procedures in reaching that le¥ekasonable assurance. Also, we have
investments in certain unconsolidated entitiesc&iAublic Storage does not control or manage theatities, our disclosure controls and
procedures with respect to such entities are sotiiigt more limited than those we maintain witlspect to our consolidated subsidiaries.

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Officer, we
evaluated our the effectiveness of our disclosorgrols and procedures, as required by Exchang&Alet 13a-15(b), as of the end of the
period covered by this report. Based on that eviminaour Chief Executive Officer and Chief FinasldDfficer concluded that our disclosure
controls and procedures were effective. There werehanges in our internal control over financggdarting during the quarter ended June
2009 that have materially affected, or are reaslyriédely to materially affect, our internal controver financial reporting.
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PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

The information set forth under the heading "Lddalters” in Note 12 to the Condensed Consolidatadri€ial Statements in this Form 00-
is incorporated by reference in this Item 1.

ITEM 1A. RISK FACTORS

The risk factors set forth below update the comesing risk factor in Part I, "ltem 1A. Risk Factbin our Annual Report on Form 10-K for
the year ended December 31, 2008. In additiondaittk factors below, you should carefully consitter other risk factors discussed in our

Annual Report on Form 10-K for the year ended Ddzeam31, 2008, which could materially affect ouribess, financial position and results
of operations.

IF WE FAILED TO QUALIFY AS A REIT FOR INCOME TAX PRPOSES, WE WOULD BE TAXED AS A CORPORATION, WHICH
WOULD SUBSTANTIALLY REDUCE FUNDS AVAILABLE FOR PAYMENT OF DIVIDENDS.

Investors are subject to the risk that we may m@ality as a REIT for income tax purposes. REITssaurgject to a range of complex
organizational and operational requirements. A&EBTRwe must distribute with respect to each yadeast 90% of our REIT taxable income
to our shareholders (which may take into accourtagedividends paid in the subsequent year). Otbgrictions apply to our income and
assets. Our REIT status is also dependent upaonii@ing qualification of our affiliate, PSB, as &IR, as a result of our substantial
ownership interest in that company.

For any taxable year that we fail to qualify asERand are unable to avail ourselves of reliefvmions set forth in the Code, we would be
subject to federal income tax at the regular cafeorates on all of our taxable income, whetheratiwe make any distributions to our
shareholders. Those taxes would reduce the amégasb available for distribution to our sharehadder for reinvestment and would
adversely affect our earnings. As a result, odurfaito qualify as a REIT during any taxable yeauld have a material adverse effect upon us
and our shareholders. Furthermore, unless cerdief provisions apply, we would not be eligiblediect REIT status again until the fifth
taxable year that begins after the first year forolh we fail to qualify.

We have also assumed, based on Shurgard Storaggr Gea.'s public filings and due diligence penf@d in connection with our acquisition
of Shurgard, that Shurgard qualified as a REITublothe date of the Shurgard Merger on August @Q@62However, if Shurgard failed to
qualify as a REIT, we generally would have succdedeor incurred significant tax liabilities (inaing the significant tax liability that would
have resulted from the deemed sale of assets hg&ftto us as part of the Shurgard Merger).

WE ARE SUBJECT TO GOVERNMENTAL REGULATIONS AND ACTI ONS THAT AFFECT OUR OPERATING RESULTS
AND FINANCIAL CONDITION.

Our business is subject to regulation under a wateety of U.S. federal, state and local laws, tatjons and policies. There can be no
assurance that, in response to current economiitemrs or the current political environment or etwise, laws and regulations will not be
implemented or changed in ways that adversely Bffecoperating results and financial conditiorglsas current federal legislative propo:
to expand health care coverage costs or facilitaten activity or otherwise increase operating €ost

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Our Board of Trustees has authorized the repurdhasetime to time of up to 35,000,000 of our commehares on the open market or in
privately negotiated transactions. On May 8, 2@B8,Board of Trustees authorized an increase itotlaérepurchase authorization from
25,000,000 common shares to 35,000,000 commonssHameing the six months ended June 30, 2009, d@ati repurchase any of our
common shares. From the inception of the repurcpesgram through August 7, 2009, we have repurehadetal of 23,721,916 common
shares at an aggregate cost of approximately $6@@lian. Our common share repurchase
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program does not have an expiration date and #reré1,278,084 common shares that may yet be tegaed under our repurchase program
as of June 30, 2009. During the six months ended 30, 2009, we did not repurchase any of our comshares outside our publicly
announced repurchase program, except shares vdtfdrghayment of tax withholding in connection wihr various stock option plans.

Future levels of common repurchases will be depetgigon our available capital, investment alterrestj and the trading price of our
common shares.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
We held our annual meeting of shareholders on M&p@9, and the following matters were voted othatmeeting:

1. The election of the following members of our Bbor the succeeding year or until their successoe duly qualified and elected:

Tot al Votes
Name Total Votes For Total Votes Withheld
B. Wayne Hughes 136,268,892 8,242,045
Ronald L. Havner, Jr. 141,721,592 2,789,345
Dann V. Angeloff 128,731,490 15,779,448
William C. Baker 116,886,151 27,624,786
John T. Evans 143,192,863 1,318,075
Tamara Hughes Gustavson 141,107,206 3,403,732
Uri P. Harkham 142,348,801 2,162,137
B. Wayne Hughes, Jr. 141,104,545 3,406,393
Harvey Lenkin 141,534,760 2,976,178
Gary E. Pruitt 143,224,450 1,286,487
Daniel C. Staton 143,124,706 1,386,232

2. Our Company's shareholders approved ratificaifdhe appointment of Ernst & Young LLP as the @amy's independent auditors for the

fiscal year ended December 31, 2009. There wer@@TI0Z 17 votes cast for ratification; 1,748,55%eatast against ratification; 91,661 v¢
abstained; and no broker nonvotes.

ITEM 6. EXHIBITS

Exhibits required by Item 601 of Regulation S-K &iled herewith or incorporated herein by refereaod are listed in the attached Exhibit
Index which is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirement of the Securities Bxgha\ct of 1934, the Registrant has duly causedréport to be signed on its behalf by the
undersigned thereunto duly authorized.

DATED: August 7, 2009

PUBLIC STORAGE

By: /s/ John Reyes
John Reyes
Seni or Vice President and
Chi ef Financial Oficer
(Principal financial officer
and duly authorized officer)
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PUBLIC STORAGE
INDEX TO EXHIBITS (1)

(Items 15(a)(3) and 15(c))

3.1 Articles of Amendment and Restatement of Declaration of Trust of
Public Storage, a Maryland real estate i nvestment trust. Filed with
the Registrant's Current Report on For m 8-K dated June 6, 2007 and
incorporated by reference herein.

3.2 Bylaws of Public Storage, a Maryland re al estate investment trust.
Filed with the Registrant's Current Rep ort on Form 8-K dated June 6,
2007 and incorporated by reference herein

3.3 Articles Supplementary for Public Stora ge Equity Shares, Series A.
Filed with the Registrant's Current Rep ort on Form 8-K dated June 6,
2007 and incorporated by reference herein

3.4 Articles Supplementary for Public Storag e Equity Shares, Series AAA.
Filed with the Registrant's Current Rep ort on Form 8-K dated June 6,
2007 and incorporated by reference herein

3.5 Articles Supplementary for Public Storag e 7.500% Cumulative Preferred
Shares, Series V. Filed with the Registr ant's Current Report on Form
8-K dated June 6, 2007 and incorporated b y reference herein.

3.6 Articles Supplementary for Public Storag e 6.500% Cumulative Preferred
Shares, Series W. Filed with the Registr ant's Current Report on Form
8-K dated June 6, 2007 and incorporated b y reference herein.

3.7 Articles Supplementary for Public Storag e 6.450% Cumulative Preferred
Shares , Series X. Filed with the Registr ant's Current Report on Form
8-K dated June 6, 2007 and incorporated b y reference herein.

3.8 Articles Supplementary for Public Storag e 6.850% Cumulative Preferred
Shares, Series Y. Filed with the Registr ant's Current Report on Form
8-K dated June 6, 2007 and incorporated b y reference herein.

3.9 Articles Supplementary for Public Storag e 6.250% Cumulative Preferred
Shares, Series Z. Filed with the Registr ant's Current Report on Form
8-K dated June 6, 2007 and incorporated b y reference herein.

3.10 Articles Supplementary for Public Storag e 6.125% Cumulative Preferred
Shares, Series A. Filed with the Registr ant's Current Report on Form
8-K dated June 6, 2007 and incorporated b y reference herein.

3.11  Articles Supplementary for Public Storag e 7.125% Cumulative Preferred
Shares, Series B. Filed with the Registr ant's Current Report on Form
8-K dated June 6, 2007 and incorporated b y reference herein.

3.12  Articles Supplementary for Public Storag e 6.600% Cumulative Preferred
Shares, Series C. Filed with the Registr ant's Current Report on Form
8-K dated June 6, 2007 and incorporated b y reference herein.

3.13  Articles Supplementary for Public Storag e 6.180% Cumulative Preferred
Shares, Series D. Filed with the Registr ant's Current Report on Form
8-K dated June 6, 2007 and incorporated b y reference herein.

3.14  Articles Supplementary for Public Storag e 6.750% Cumulative Preferred
Shares, Series E. Filed with the Registr ant's Current Report on Form
8-K dated June 6, 2007 and incorporated b y reference herein.

3.15  Articles Supplementary for Public Storag e 6.450% Cumulative Preferred

Shares, Series F. Filed with the Registr
8-K dated June 6, 2007 and incorporated b
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3.16

3.17

3.18

3.19

3.20

3.21

3.22

4.1

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

Articles Supplementary for Public Storag
Shares, Series G. Filed with the Registr
8-K dated June 6, 2007 and incorporated b

Articles Supplementary for Public Storag
Shares, Series H. Filed with the Registr
8-K dated June 6, 2007 and incorporated b

Articles Supplementary for Public Storag
Shares, Series I. Filed with the Registr
8-K dated June 6, 2007 and incorporated b

Articles Supplementary for Public Storag
Shares, Series K. Filed with the Registr
8-K dated June 6, 2007 and incorporated b

Articles Supplementary for Public Storag
Shares, Series L. Filed with the Registr
8-K dated June 6, 2007 and incorporated b

Articles Supplementary for Public Storag
Shares, Series M. Filed with the Registr
8-K dated June 6, 2007 and incorporated b

Articles Supplementary for Public Storag
Shares, Series N. Filed with the Registr
8-K dated June 28, 2007 and incorporated

Master Deposit Agreement, dated as of
Registrant's Current Report on Form 8
incorporated by reference herein.

Amended Management Agreement between
Commercial Properties Group, Inc. dated a
with Public Storage Inc.'s ("PSI") Annua
year ended December 31, 1994 (SEC File No
herein by reference.

Second Amended and Restated Managemen
Registrant and the entities listed the
1995. Filed with PS Partners, Ltd.'s A
the year ended December 31, 1996 (S
incorporated herein by reference.

Limited Partnership Agreement of PSAF Deve

with PSI's Quarterly Report on Form 10-Q f

March 31, 1997 (SEC File No. 001-0839) and
reference.

Agreement of Limited Partnership of PS Bu
PS Business Parks, Inc.'s Quarterly
quarterly period ended June 30, 1998 (
incorporated herein by reference.

Amended and Restated Agreement of Limited
Properties, L.P. (March 12, 1999). File
on Form 10-Q for the quarterly period
No. 001-0839) and incorporated herein by

Limited Partnership Agreement of PSAC Dev
with PSI's Current Report on Form 8-K d
File No. 001-0839) and incorporated herei

Agreement of Limited Liability Company
L.L.C. Filed with PSI's Current Report o
1999 (SEC File No. 001-0839) and incorpor

Amended and Restated Agreement of L
Institutional Partners, L.P. Filed wit
10-K for the year ended December 31, 1999
incorporated herein by reference.
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10.9 Amendment to Amended and Restated Agreeme

PSA Institutional Partners, L.P. Filed w
Form 10-Q for the quarterly period ende
001-0839) and incorporated herein by refe

10.10 Second Amendment to Amended and Rest
Partnership of PSA Institutional Partn
Quarterly Report on Form 10-Q for the qua
2004 (SEC File No. 001-0839) and incorpor

10.11 Third Amendment to Amended and Rest
Partnership of PSA Institutional Partn
Quarterly Report on Form 10-Q for the qua
30, 2004 (SEC File No. 001-0839) and inco

10.12 Limited Partnership Agreement of PSAF Acq
with PSI's Annual Report on Form 10-K for
2003 (SEC File No. 001-0839) and incorpor

10.13 Credit Agreement by and among Registrant,
Association and Wachovia Bank, Nation
arrangers, and the other financial inst
March 27, 2007. Filed with PSI's Current
2, 2007 (SEC File No. 001-0839) and incor

10.14* Post-Retirement Agreement between Registr
as of March 11, 2004. Filed herewith.

10.15* Shurgard Storage Centers, Inc. 1995 Long
Plan. Incorporated by reference to App
Statement dated June 8, 1995 filed
001-11455).

10.16* Shurgard Storage Centers, Inc. 2000
Incorporated by reference to Exhibit 10.
for the year ended December 31, 2000 fil
001-11455).

10.17* Shurgard Storage Centers, Inc. 2004 Long
Plan. Incorporated by reference to App
Statement dated June 7, 2004 filed
001-11455).

10.18* Public Storage, Inc. 1996 Stock Option a
PSI's Annual Report on Form 10-K for the
(SEC File No. 001-0839) and incorporated

10.19* Public Storage, Inc. 2000 Non-Executive/N
Incentive Plan. Filed with PSI's Regist
(SEC File No. 333-52400) and incorporated

10.20* Public Storage, Inc. 2001 Non-Executive/N
Incentive Plan. Filed with PSI's Regist
(SEC File No. 333-59218) and incorporated

10.21* Public Storage, Inc. 2001 Stock Optio
Plan"). Filed with PSI's Registration St
No. 333-59218) and incorporated herein by

10.22* Form of 2001 Plan Non-qualified Stock O
PSl's Quarterly Report on Form 10-Q for
September 30, 2004 (SEC File No. 001-0839
reference.
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10.23* Form of 2001 Plan Restricted Share Unit
Quarterly Report on Form 10-Q for the qua
30, 2004 (SEC File No. 001-0839) and inco

10.24* Form of 2001 Plan Non-Qualified Out
Agreement. Filed with PSl's Quarterly
quarterly period ended September 30, 200
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10.25* Public Storage, Inc. Performance-Based
Employees. Filed with PSI's Current Rep
2005 (SEC File No. 001-0839) and incorpor

10.26* Public Storage 2007 Equity and
Compensation Plan. Filed as Exhibit 4.1
Statement on Form S-8 (SEC File No. 3
herein by reference.

10.27* Form of 2007 Plan Restricted Stock
Registrant's Quarterly Report on Form 10
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Exhibit 10.14
Post-Retirement Agreement Between Public Storage and B. Wayne Hughes

This agreement is entered into as of March 11, 230dnd between Public Storage, Inc., a Califocoigoration ("PSI") and B. Wayne
Hughes ("Hughes").

Recitals

A. Hughes is the co-founder of PSI and servedsashief executive officer until November 2002 andtinues to serve as its chairman of the
board.

B. PSI's board of directors wishes to obtain Hugbestinued commitment to PSI on the terms sehforthis agreement.

Agreement

Now, Therefore, PSI and Hughes agree as foll

1. Hughes agrees to be available for up to 50gdatélys a year (or a greater number of days at eligiption), including days attending
meetings of PSI's board of directors, when reqddsyePSI's then current chief executive officerdonsulting services on days and at times
convenient to Hughes. Such services may be rende@etson or by telephone at Hughes' option. Matf this agreement shall obligate
Hughes to continue to serve as chairman of thedbmaas a director of PSI.

2. PSl agrees to continue to pay Hughes compensatti$60,000 per year in equal installments payabléss frequently than monthly.
Hughes will not receive additional fees for servasga director or member of a committee of PSkadhd”SI will deduct and withhold from
all compensation or other benefits paid to Hughlemnaounts required to be deducted or withheld urahy present or future law requiring
such deduction and withholding.

3. Subject to satisfaction of the applicable eligibrequirements, Hughes will continue to be #datl to all employee benefits which PSI may
make generally available from time to time foretaployees, including those available, if any, urader group insurance or profit sharing or
retirement plans. Hughes will not, however, papété in the Company's 2003 Stock Option and IneerRlan (or any successor plan).

4. PSI will continue to reimburse Hughes for thpsaperly documented travel or similar expenditunesirred by Hughes that PSI determines
are reasonably necessary for the proper dischdiigaghes' duties under this agreement.

5. PSI will either (1) continue to pay for and ledsr Hughes' use a car of the same type as ldasbis use while he served as PSI's chief
executive officer or (2) provide him with a compaeacar allowance for the same type of car.

6. PSI will continue to pay for and provide Hughath an executive assistant and an office at Rigi&lquarters comparable to those prov
to him while he served as PSl's chief executiveeif



7. PSI's obligations under paragraphs 3 and 6razerdlitional without regard to Hughes' inabilitygerform services under paragraph 1 of
this agreement as a result of his death or disgbili

8. The term of this agreement is through Decembhef313.

9. PSI and Hughes agree that any dispute betweem dnising under this agreement or otherwise wilsbbmitted to final and binding
arbitration under the auspices of the American thakion Association, and not to any other forume Harties will be permitted to conduct
reasonable discovery consistent with that availeblégigants in civil actions filed in court.

10. This agreement is the sole agreement betweghdduand PSI with respect to Hughes' services etidties for PSI, and supersedes all
prior agreements and understandings with respepttin No modification or addition to any provisiofthis agreement will be binding unl
in writing and signed by both parties. Nothing @néd in this agreement, express or implied, isndéed to confer upon any person, other
than PSI and Hughes and their successors in intamsrights or remedies under or by reason sfdigreement.

The parties have duly executed this agreement tieafate first above written.
Public Storage, Inc. a California corporation

/'s/ Ronald L. Havner, Jr.
By: = --eeeeeeeeeeeeeae oo

Ronal d L. Havner, Jr.

Chi ef Executive O ficer

/sl B. Wayne Hughes

B. Wayne Hughes



Net income

PUBLIC STORAGE

EXHIBIT 12 - STATEMENT RE: COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

Fo

r the Six Months Ended
June 30, For the Year Ended

2009 2008 2008 2007 2

(Amounts in tho
358,816 $663,896 $973,872 $487,078 $34

December 31,

usands)
5,909 $489,044 $416,126

Less: Income allocated to noncontrolling
interests in subsidiaries which do not

have fixed charges............c.c....... (8,154) (8,402) (17,668) (16,527) (1 6,014) (15,161) (17,099)
Less: Equity in earnings of investments... (30,209) (7,361) (20,391) (12,738) (1 1,895) (24,883) (22,564)
Add: Cash distributions from investments.. 23,708 19,149 43,455 23,606 1 7,699 23,112 20,961
Less: Impact of discontinued operations... 8,625 2,462 5,945 1,279 ( 2,975) (9,078) (3,324)
Adjusted net income 352,786 669,744 985,213 482,698 33 2,724 463,034 394,100

Interest expense.................. . 15,416 26,088 43,944 63,671 3 3,062 8,216 760
Total earnings available to cover fixed charges $ 368,202 $695,832 $1,029,157 $546,369 $ 36 5,786 $471,250 $ 394,860
Total fixed charges - interest expense (a)... $ 15,763 $ 27,270 $ 45,942 $ 68,417 $ 3 5,778 $ 11,036 $ 4,377
Cumulative preferred share cash dividends.... $ 116,216 $120,666 $ 239,721 $236,757 $21 4,218 $173,017 $ 157,925
Preferred partnership unit cash distributions 5,830 10,806 21,612 21,612 1 9,055 16,147 30,423
Allocations pursuant to EITF Topic D-42...... (78,218) - (33,851) - 3 1,493 8,412 10,787
Total preferred distributions................ $ 43,828 $131,472 $227,482 $258,369 $26 4,766 $197,576 $ 199,135
Total combined fixed charges and preferred

share distributions..............c.cc...... 59,591 $ 158,742 $273,424 $326,786 $30 0,544 $208,612 $203,512
Ratio of earnings to fixed charges........... 23.36x  25.52x  22.40x 7.99x 1 0.22x  42.70x  90.21x
Ratio of earnings to fixed charges and == ====

preferred share distributions.............. 6.18x 4.38x 3.76x 1.67x 1.22x 2.26x 1.94x

(a) "Total fixed charges - interest expense" inekithterest expense plus capitalized interestjraniddes $6,892,000 in interest expense
incurred by Shurgard Europe for the six months dridame 30, 2008 As described in Note 3 to our 302009 condensed consolidated
financial statements, Shurgard Europe was decataeli as of March 31, 2008. No further intereseesp for Shurgard Europe is reflected
in our financial statements after March 31, 2008.
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RULE 13a- 14(a) CERTIFICATION
I, Ronald L. Havner, Jr., certify that:
1. | have reviewed this quarterly report on FormQ@0f Public Storage;

2. Based on my knowledge, this quarterly reporsdua contain any untrue statement of a materéldaomit to state a material fact
necessary to make the statements made, in lighedfircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anar¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as defihin the Exchange Act Rules 13a-15(f)
and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedortes designed under our supervisiol
ensure that material information relating to thgiserant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) designed such internal control over financigloming, or caused such internal control over foialhreporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

c) evaluated the effectiveness of the registralidslosure controls and procedures and presentiisineport conclusions about the
effectiveness of the disclosure controls and promsias of the end of the period covered by thsrtebased on such evaluation; and

d) disclosed in this report any change in the tegig's internal control over financial reportifigat occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madljeaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anblve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesguerforming the equivalent functions):

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefraincial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant's internal
control over financial reporting.

/'s/ Ronald L. Havner, Jr.

Narre: Ronal d L. Havner, Jr.
Title: Chi ef Executive Oficer & President
Dat e: August 7, 2009
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RULE 13a- 14(a) CERTIFICATION
I, John Reyes, certify that:
1. | have reviewed this quarterly report on FormQ@0f Public Storage;

2. Based on my knowledge, this quarterly reporsdua contain any untrue statement of a materéldaomit to state a material fact
necessary to make the statements made, in lighedfircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer anar¢ responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as defihin the Exchange Act Rules 13a-15(f)
and 15d-15(f)) for the registrant and we have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedortes designed under our supervisiol
ensure that material information relating to thgiserant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b) designed such internal control over financigloming, or caused such internal control over foialhreporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

c) evaluated the effectiveness of the registralidslosure controls and procedures and presentiisineport conclusions about the
effectiveness of the disclosure controls and promsias of the end of the period covered by thsrtebased on such evaluation; and

d) disclosed in this report any change in the tegig's internal control over financial reportifigat occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madljeaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anblve disclosed, based on our most recent evaluatiioiiernal control over financial reporting,
to the registrant's auditors and the audit commitiiethe registrant's board of directors (or pesguerforming the equivalent functions):

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigtsaability to record, process, summarize and rtefraincial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant's internal
control over financial reporting.

/sl John Reyes

Narre: John Reyes
Title: Chi ef Financial Oficer
Dat e: August 7, 2009
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SECTION 1350 CERTIFICATION

In connection with the Quarterly Report on FormQ@f Public Storage (the "Company") for the quaytperiod ended June 30, 2009, as
filed with the Securities and Exchange Commissioithe date hereof (the "Report"), Ronald L. Havder,as Chief Executive Officer and
President of the Company and John Reyes, as Ciniafi¢ial Officer of the Company, each hereby desifpursuant to 18 U.S.C. ss.1350, as
adopted pursuant to ss.906 of the Sarbanes-OxlegfA002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExajeAct of 1934; and

(2) The information contained in the Report faphlgsents, in all material respects, the finanaaldition and results of operations of the
Company.

/'s/ Ronald L. Havner, Jr.

Narre: Ronal d L. Havner, Jr.
Title: Chi ef Executive Oficer & President
Dat e: August 7, 2009

/sl John Reyes

Name: John Reyes
Title: Chi ef Financial Oficer
Dat e: August 7, 2009
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