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06/30/14 06/30/13 % Change 06/30/14 06/30/13 % Change
Rental income:

Same Park (1) 88,654$           86,645$           2.3% 178,277$         173,569$         2.7%
Non-Same Park (2) 5,332               1,285               314.9% 11,030             2,481               344.6%

Total rental income 93,986             87,930             6.9% 189,307           176,050           7.5%
Cost of operations:

Same Park (1) (3) 28,246             27,931             1.1% 59,113             56,391             4.8%
Non-Same Park (2) (3) 2,433               554                  339.2% 4,681               1,113               320.6%

Total cost of operations 30,679             28,485             7.7% 63,794             57,504             10.9%
Net operating income:

Same Park (1) (3) 60,408             58,714             2.9% 119,164           117,178           1.7%
Non-Same Park (2) (3) 2,899               731                  296.6% 6,349               1,368               364.1%

Total net operating income 63,307$           59,445$           6.5% 125,513$         118,546$         5.9%

06/30/14 06/30/13 % Change 06/30/14 06/30/13 % Change

FFO allocable to common and dilutive shares - as reported 40,823$           37,983$           7.5% 81,943$           76,083$           7.7%

LTEIP amortization (3) 2,374               917                  158.9% 3,232               1,963               64.6%
FFO allocable to common and dilutive shares - as adjusted 43,197$           38,900$           11.0% 85,175$           78,046$           9.1%

FFO per common and dilutive share - reported 1.19$               1.19$               -                   2.39$               2.39$               -                   
FFO per common and dilutive share - as adjusted 1.26$               1.22$               3.3% 2.48$               2.45$               1.2%

Weighted average common shares outstanding - diluted 26,999             24,470             10.3% 26,981             24,441             10.4%
Weighted average common OP units outstanding 7,305               7,305               -                   7,305               7,305               -                   
Weighted average restricted stock units outstanding 56                    92                    (39.1%) 56                    95                    (41.1%)
Total common and dilutive shares 34,360             31,867             7.8% 34,342             31,841             7.9%

06/30/14 06/30/13 % Change 06/30/14 06/30/13 % Change
Total Portfolio
Total rentable square footage at period end 29,740             28,208             5.4% 29,740             28,208             5.4%
Weighted average occupancy 91.2% 89.7% 1.7% 91.0% 89.5% 1.7%
Period end occupancy 91.5% 90.3% 1.3% 91.5% 90.3% 1.3%
Annualized realized rent per sq. ft. (4) 13.86$             13.90$             (0.3%) 13.99$             13.95$             0.3%
REVPAF (5) 12.64$             12.47$             1.4% 12.73$             12.48$             2.0%

Same Park Portfolio (1)

Total rentable square footage at period end 27,023             27,023             -                   27,023             27,023             -                   
Weighted average occupancy 92.5% 90.9% 1.8% 92.4% 90.9% 1.7%
Period end occupancy 92.8% 91.4% 1.5% 92.8% 91.4% 1.5%
Annualized realized rent per sq. ft. (4) 14.19$             14.11$             0.6% 14.28$             14.13$             1.1%
REVPAF (5) 13.12$             12.83$             2.3% 13.19$             12.85$             2.7%

Non-Same Park Portfolio (2)

Total rentable square footage at period end 2,717               1,185               129.3% 2,717               1,185               129.3%
Weighted average occupancy 77.9% 61.9% 25.8% 76.7% 58.8% 30.4%
Period end occupancy 78.4% 63.8% 22.9% 78.4% 63.8% 22.9%

06/30/14 % of Total 12/31/13 % of Total
 

Market value of common stock and common OP units 2,856,175$      69.6% 2,610,138$      67.7%
Total debt 250,000           6.1% 250,000           6.5%
Total preferred equity 995,000           24.3% 995,000           25.8%
Total market capitalization 4,101,175$      100.0% 3,855,138$      100.0%
Stock price at the end of the period 83.49$             76.42$             

(1)  All assets in continuing operations acquired prior to January 1, 2012.
(2)  All assets acquired subsequent to January 1, 2012.
(3)  In order to provide comparable data points, the Long-Term Equity Incentive Plan ("LTEIP") amortization has been isolated.
(4)  Represents the annualized revenues earned per occupied square foot.
(5)  Represents the annualized revenues earned per total weighted average square foot.

PS BUSINESS PARKS, INC.
SECOND QUARTER FACT SHEET

(in thousands, except per share amounts)

NET OPERATING INCOME

For The Three Months Ended For The Six Months Ended

MARKET VALUE INFORMATION

NOTES

FUNDS FROM OPERATIONS

For The Three Months Ended For The Six Months Ended

PROPERTY INFORMATION

For The Three Months Ended For The Six Months Ended
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06/30/14 06/30/13 Change % Change 06/30/14 06/30/13 Change % Change

Funds from operations (FFO):   

Net income allocable to common shareholders 9,826$           8,711$           1,115$      12.8% 19,766$          17,251$          2,515$      14.6%
Adjustments:

Depreciation and amortization 28,295           26,629           1,666        6.3% 56,736           53,590           3,146        5.9%
Net income allocable to noncontrolling interests - common units 2,669             2,613             56             2.1% 5,372             5,179             193           3.7%
Net income allocable to restricted stock unit holders 33                  30                  3               10.0% 69                  63                  6               9.5%

FFO allocable to common and dilutive shares 40,823$          37,983$          2,840$      7.5% 81,943$          76,083$          5,860$      7.7%

Weighted average common shares outstanding 26,899           24,358           2,541        10.4% 26,881           24,333           2,548        10.5%
Weighted average common OP units outstanding 7,305             7,305             -            -            7,305             7,305             -            -            
Weighted average restricted stock units outstanding 56                  92                  (36)            (39.1%) 56                  95                  (39)            (41.1%)
Weighted average common share equivalents outstanding 100                112                (12)            (10.7%) 100                108                (8)              (7.4%)
Total common and dilutive shares 34,360           31,867           2,493        7.8% 34,342           31,841           2,501        7.9%

FFO per common and dilutive share 1.19$             1.19$             -$          -            2.39$             2.39$             -$          -            

Funds available for distribution (FAD):

Funds from operations 40,823$          37,983$          2,840$      7.5% 81,943$          76,083$          5,860$      7.7%
Adjustments:

Recurring capital improvements (2,534)            (2,695)            161           (6.0%) (3,781)            (3,604)            (177)          4.9%
Tenant improvements (6,348)            (7,161)            813           (11.4%) (11,538)          (12,953)          1,415        (10.9%)
Lease commissions (1,884)            (2,245)            361           (16.1%) (5,144)            (4,460)            (684)          15.3%
Straight-line rent (497)               (258)               (239)          92.6% (1,682)            (864)               (818)          94.7%
Stock compensation expense (excluding LTEIP) 294                288                6               2.1% 666                665                1               0.2%
LTEIP amortization 2,374             917                1,457        158.9% 3,232             1,963             1,269        64.6%
In-place lease adjustment (244)               49                  (293)          (598.0%) (441)               121                (562)          (464.5%)
Tenant improvement reimbursements, net of lease incentives (401)               (348)               (53)            15.2% (839)               (625)               (214)          34.2%
Capitalized interest expense (233)               -                 (233)          (100.0%) (457)               -                 (457)          (100.0%)

FAD 31,350$          26,530$          4,820$      18.2% 61,959$          56,326$          5,633$      10.0%

FAD per common and dilutive share 0.91$             0.83$             0.08$        9.6% 1.80$             1.77$             0.03$        1.7%

Cash available for debt repayment and investments:

FAD 31,350$          26,530$          4,820$      18.2% 61,959$          56,326$          5,633$      10.0%
Distributions to common shareholders (13,450)          (10,727)          (2,723)       25.4% (26,893)          (21,423)          (5,470)       25.5%
Distributions to common OP unit holders (3,652)            (3,214)            (438)          13.6% (7,305)            (6,428)            (877)          13.6%
Distributions to restricted stock unit holders (33)                 (30)                 (3)              10.0% (69)                 (63)                 (6)              9.5%
Debt Service -                 -                 -            -            -                 (47)                 47             (100.0%)
Joint venture development (358)               (53)                 (305)          575.5% (762)               (53)                 (709)          1337.7%
Non-recurring property renovations (1,257)            (2,929)            1,672        (57.1%) (1,787)            (3,705)            1,918        (51.8%)

Cash available for debt repayment and investments 12,600$          9,577$           3,023$      31.6% 25,143$          24,607$          536$         2.2%

FAD distributions payout ratio 54.7% 52.7% 55.3% 49.6%

PS BUSINESS PARKS,  INC.
ANALYSIS OF FUNDS FROM OPERATIONS

(in thousands, except per share amounts)

For The Three Months Ended For The Six Months Ended
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% of Total % of Total
Market WTD Average Market WTD Average

Total Capitalization Rate Total Capitalization Rate
Mortgage Debt:

5.452% mortgage note, due December 2016 250,000$           250,000$      

Total mortgage debt 250,000 6.1% 5.45% 250,000 6.5% 5.45%
Unsecured Debt:
$250.0 million unsecured credit facility (LIBOR + 1.10%) -                     -               

Total unsecured debt -                     -                 -                   -               -                 -                  

Total debt 250,000 6.1% 5.45% 250,000 6.5% 5.45%

Preferred Equity:
6.875% Series R preferred stock (3,000,000 depositary shares outstanding as of 6/30/14) callable 10/15/15 75,000               75,000          
6.450% Series S preferred stock (9,200,000 depositary shares outstanding as of 6/30/14) callable 1/18/17 230,000             230,000        
6.000% Series T preferred stock (14,000,000 depositary shares outstanding as of 6/30/14) callable 5/14/17 350,000             350,000        
5.750% Series U preferred stock (9,200,000 depositary shares outstanding as of 6/30/14) callable 9/14/17 230,000             230,000        
5.700% Series V preferred stock (4,400,000 depositary shares outstanding as of 6/30/14) callable 3/14/18 110,000             110,000        

Total preferred equity 995,000 24.3% 6.08% 995,000 25.8% 6.08%
Total debt and preferred equity 1,245,000 30.4% 5.95% 1,245,000 32.3% 5.95%

Common stock (26,904,436 and 26,849,822 shares outstanding as of June 30, 2014 and December 31, 2013, respectively) 2,246,251          2,051,863     
Common operating partnership units (7,305,355 units outstanding as of June 30, 2014 and December 31, 2013) 609,924             558,275        

Total common equity (1) 2,856,175 69.6% 2,610,138 67.7%
Total market capitalization 4,101,175$        100.0% 3,855,138$   100.0%

Principal maturity dates are represented by the following chart:  

2014 2015 2016 2017 2018 Total

5.452% Mortgage Note -$             -$           250,000$   -$           -$           250,000$   
-$                 -$               250,000$   -$               -$               250,000$   

(1) Closing stock price was $83.49 and $76.42 as of June 30, 2014 and December 31, 2013, respectively.

Principal Maturity Dates

PS BUSINESS PARKS, INC.
CAPITAL STRUCTURE

(in thousands)

As of June 30, 2014 As of December 31, 2013

Mortgage Debt
6.1%

Preferred Equity
24.3%

Common Stock/OP Units
69.6%

Total Market Capitalization as of June 30, 2014: $4.1 billion
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06/30/14 12/31/13 Change % Change
ASSETS

Cash and cash equivalents 62,523$           31,481$           31,042$        (a) 98.6%

Real estate facilities, at cost:
Land 790,346           790,346           -                -            
Buildings and equipment 2,209,513        2,191,829        17,684          0.8%

2,999,859        2,982,175        17,684          0.6%
Accumulated depreciation (992,793)         (942,959)          (49,834)        5.3%

2,007,066        2,039,216        (32,150)        (b) (1.6%)
Properties held for disposition, net 99,438             101,184           (1,746)           (1.7%)
Land and building held for development 23,472             22,253             1,219            5.5%

2,129,976        2,162,653        (32,677)        (1.5%)
 

Rent receivable 4,468               5,248               (780)              (c) (14.9%)
Deferred rent receivable 27,475             25,903             1,572            6.1%
Other assets 7,034               13,274             (6,240)           (d) (47.0%)

Total assets 2,231,476$      2,238,559$      (7,083)$        (0.3%)

LIABILITIES AND EQUITY

Accrued and other liabilities 69,813$           73,919$           (4,106)$        (e) (5.6%)
Mortgage note payable 250,000           250,000           -                -            

Total liabilities 319,813           323,919           (4,106)           (1.3%)

Equity:
PS Business Parks, Inc.'s shareholders' equity:

Preferred stock 995,000           995,000           -                -            
Common stock 268                  267                   1                   0.4%
Paid-in capital 704,343           699,314           5,029            (f) 0.7%
Cumulative net income 1,121,054        1,070,975        50,079          4.7%
Cumulative distributions (1,104,752)      (1,047,615)       (57,137)        (g) 5.5%

Total PS Business Parks, Inc.'s shareholders' equity 1,715,913        1,717,941        (2,028)           (0.1%)
Noncontrolling interests:

Common units 195,750           196,699           (949)              (0.5%)
Total noncontrolling interests: 195,750           196,699           (949)              (0.5%)

Total equity 1,911,663        1,914,640        (2,977)           (0.2%)

Total liabilities and equity 2,231,476$      2,238,559$      (7,083)$        (0.3%)

PS BUSINESS PARKS, INC.
CONSOLIDATED BALANCE SHEETS

(in thousands)
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(a) Change in cash and cash equivalents:
Beginning cash balance 31,481$         
Net cash provided by operating activities 116,510         
Net cash used in investing activities (23,469)         
Net cash used in financing activities (61,999)         
Ending cash balance 62,523$         

(b) Change in real estate facilities, at cost: 
Beginning balance 2,039,216$    
Nonrecurring capital improvements 1,787             
Recurring capital improvements 3,781             
Tenant improvements, gross 12,128           
Lease commissions 5,144             
Transfer to properties held for disposition, net 1,746             
Depreciation and amortization (56,736)         
Ending balance 2,007,066$    

(c) Rent receivable consists of: 06/30/14 12/31/13 Change
Non-government tenants 2,726$       2,294$    432$              
U.S. Government tenants 2,142         3,354      (1,212)           

## Allowance for doubtful accounts (400)           (400)       -                
4,468$       5,248$    (780)$            

(d) Other assets consist of: 06/30/14 12/31/13 Change
In-place lease adjustment, net 3,036$       3,708$    (672)$            

## Prepaid property taxes 62              2,990      (2,928)           
## Prepaid insurance 288            1,915      (1,627)           

## ## Lease incentives, net 637            716        (79)                
Other 3,011         3,945      (934)              

7,034$       13,274$  (6,240)$         

(e) Accrued and other liabilities consist of: 06/30/14 12/31/13 Change
      Security deposits 27,667$     26,884$  783$              
      Accrued property taxes 10,122       6,943      3,179             

Prepaid rent 13,947       17,233    (3,286)           
In-place lease adjustment and tenant improvement
   reimbursements, net 9,292         9,676      (384)              
Other 8,785         13,183    (4,398)           

69,813$     73,919$  (4,106)$         

(f) Change in paid-in capital:
Beginning paid-in capital 699,314$       
Exercise of stock options 2,442             
Stock compensation, net 3,571             
Adjustment to reflect noncontrolling interests to underlying ownership (984)              
Ending paid in capital 704,343$       

(g) Change in cumulative distributions:
Beginning cumulative distributions (1,047,615)$   
Distributions to preferred shareholders (30,244)         
Distributions to common shareholders (26,893)         
Ending cumulative distributions (1,104,752)$   

PS BUSINESS PARKS, INC.
CONSOLIDATED BALANCE SHEETS

VARIANCE DETAIL
(in thousands)
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06/30/14 06/30/13 Change % Change

Revenues:
Rental income 93,986$           87,930$           6,056$             (a) 6.9%
Facility management fees 165                  157                  8                       5.1%
Total operating revenues 94,151             88,087             6,064               6.9%

Expenses:
Cost of operations 31,535             28,720             2,815               (b) 9.8%
Depreciation and amortization 28,295             26,629             1,666               6.3%
General and administrative 3,363               2,370               993                   (c) 41.9%
Total operating expenses 63,193             57,719             5,474               9.5%

Other income and expense:
Interest and other income 95                    69                    26                     37.7%
Interest and other expense (3,403)             (3,961)              558                   (d) (14.1%)
Total other income and expense (3,308)             (3,892)              584                   (15.0%)

Income from continuing operations 27,650             26,476             1,174               4.4%

Net income 27,650$           26,476$           1,174$             4.4%

Net income allocation:
Net income allocable to noncontrolling interests:

Noncontrolling interests - common units 2,669$             2,613$             56$                   2.1%
Total net income allocable to noncontrolling interests 2,669               2,613               56                     2.1%

Net income allocable to PS Business Parks, Inc.:
Preferred shareholders 15,122             15,122             -                   -              
Restricted stock unit holders 33                    30                    3                       10.0%
Common shareholders 9,826               8,711               1,115               12.8%

Total net income allocable to PS Business Parks, Inc. 24,981             23,863             1,118               4.7%

27,650$           26,476$           1,174$             4.4%

Net income per common share
Basic 0.37$               0.36$               0.01$               2.8%
Diluted 0.36$               0.36$               -$                 -              

Weighted average common shares outstanding:
Basic 26,899             24,358             2,541               10.4%
Diluted 26,999             24,470             2,529               10.3%

PS BUSINESS PARKS,  INC.
CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share amounts)

For The Three Months Ended
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(a) Rental income: 06/30/14 06/30/13 Change
Same Park 88,294$     86,547$     1,747$      
Non-Same Park 5,195         1,125         4,070        
Same Park straight-line rent 360            98              262           
Non-Same Park straight-line rent 137            160            (23)            

93,986$     87,930$     6,056$      

(b) Cost of Operations: 06/30/14 06/30/13 Change
Same Park 28,246$     27,931$     315$         
Non-Same Park 2,433         554            1,879        
LTEIP amortization 856            235            621           

31,535$     28,720$     2,815$      

(c) General and administrative expenses: 06/30/14 06/30/13 Change
Cash and non-cash compensation expense 1,215$       1,144$       71$           
LTEIP amortization 1,518         682            836           
Professional fees 234            197            37             
Other 396            347            49             

3,363$       2,370$       993$         

(d) Interest and other expense: 06/30/14 06/30/13 Change
Mortgage notes payable (3,445)$      (3,445)$      -$          
Term loan -                 (319)           319           
Capitalized interest 233            -                 233           
Facilities fees & other charges (191)           (197)           6               

(3,403)$      (3,961)$      558$         

For The Three Months Ended

For The Three Months Ended

PS BUSINESS PARKS, INC.
CONSOLIDATED STATEMENT OF INCOME

VARIANCE DETAIL
(in thousands)

For The Three Months Ended

For The Three Months Ended
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