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CubeSmart Reports Second Quarter 2020 Results
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MALVERN, Pa., Aug. 06, 2020 (GLOBE NEWSWIRE) -- CubeSmart (NYSE: CUBE) today announced its operating results
for the three and six months ended June 30, 2020.

“Over the last few months, we have faced unprecedented challenges and uncertainty. Once again, self storage
showed its resilience and our team continued to adapt, finding innovative new ways to meet the varied needs of
our customers in this changing landscape,” commented President and Chief Executive Officer Christopher P. Marr.
“Recently we have seen demand return to normal levels following the steep declines experienced in late March and

April driven by government shutdowns, and we have now resumed our normal operational processes.”
Key Highlights for the Second Quarter

e Reported earnings per share (“EPS") attributable to the Company’'s common shareholders of $0.20.

e Reported funds from operations (“FFO") per share, as adjusted, of $0.41.

e Same-store (477 stores) net operating income (“NOI") decreased 4.1% year over year, driven by a 2.2%
revenue decline and a 2.4% increase in property operating expenses.

e Same-store occupancy during the quarter averaged 93.0% and ended the quarter at 94.0%.

e (losed on two property acquisitions totaling $65.7 million.

e Opened for operation one development property for a total investment of $45.9 million.

e Added 27 stores to our third-party management platform during the quarter, bringing our total third-party

managed store count to 719.

COVID-19 Update

¥



The spread of COVID-19 and the corresponding government regulations have had an impact on the Company’s
business since mid-March. Self-storage has been designated as an essential business and our customers continue
to be able to access their belongings at all CubeSmart locations. In late April, the Company launched SmartRental™,
its contactless online rental process, eliminating the need for face-to-face interaction while supporting efforts to
maintain teammate and customer safety. Currently, over 25% of all rentals are obtained through SmartRental™.
Throughout June and July, we began resuming rate increases to existing customers and our normal delinquency
processes on a jurisdiction by jurisdiction basis and the impact of those should fully normalize by the end of the
third quarter, pending no future operating disruptions. As of July 31, 2020, same-store occupancy was 94.5%
compared to 93.5% as of July 31, 2019.

Due to the continued uncertainty surrounding the ongoing impact of the COVID-19 pandemic, the Company is not

reinstating 2020 guidance at this time.

Financial Results

Net income attributable to the Company’s common shareholders was $38.5 million for the second quarter of 2020,
compared with $49.4 million for the second quarter of 2019. A significant driver of the year over year decrease was
the Company’s 10% share of the $106.7 million gain on sale of real estate recognized by our HVP Il joint venture
during the second quarter of 2019. EPS attributable to the Company’s common shareholders was $0.20 for the
second quarter of 2020, compared with $0.26 for the same period last year.

FFO, as adjusted, was $79.9 million for the second quarter of 2020, compared with $81.1 million for the second
quarter of 2019. FFO per share, as adjusted, decreased 2.4% to $0.41 for the second quarter of 2020, compared
with $0.42 for the same period last year.

Investment Activity

Acquisition Activity

During the quarter ended June 30, 2020, the Company acquired two stores located in Maryland (1) and New Jersey
(1) for $65.7 million. In total for the year through the date of this press release, the Company has acquired three

stores for $74.7 million.

Development Activity

During the second quarter of 2020, the Company opened for operation one development property located in New
York for a total investment of $45.9 million. As of June 30, 2020, the Company had four joint venture development
properties under construction. The Company anticipates investing a total of $88.9 million related to these projects
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and had invested $38.4 million of that total as of June 30, 2020. These stores are located in New York (1),
Massachusetts (1), Pennsylvania (1) and Virginia (1) and are expected to open at various times between the fourth

quarter of 2020 and the second quarter of 2021.

Third-Party Management

As of June 30, 2020, the Company's third-party management program included 719 stores totaling 48.0 million
square feet. During the three and six months ended June 30, 2020, the Company added 27 stores and 93 stores,

respectively, to its third-party management platform.

Same-Store Results

The Company's same-store portfolio at June 30, 2020 included 477 stores containing approximately 33.2 million
rentable square feet, or approximately 89.7% of the aggregate rentable square feet of the Company’s 527 owned
stores. These same-store properties represented approximately 90.0% and 91.0% of property NOI for the three and

six months ended June 30, 2020, respectively.

Same-store physical occupancy as of June 30, 2020 and 2019 was 94.0% and 93.5%, respectively. Same-store
revenues for the second quarter of 2020 decreased 2.2% and same-store operating expenses increased 2.4% from
the same quarter in 2019. Same-store NOI decreased 4.1% from the second quarter of 2019 to the second quarter
of 2020.

Operating Results

As of June 30, 2020, the Company's total owned portfolio included 527 stores containing 37.0 million rentable

square feet and had physical occupancy of 92.5%.

Revenues increased $4.8 million and property operating expenses increased $5.2 million in the second quarter of
2020, as compared to the same period in 2019. Increases in revenues were primarily attributable to revenues
generated from property acquisitions and recently opened development properties as well as increased property
management fee income resulting from additional stores under management. Increases in property operating
expenses were primarily attributable to a $1.0 million increase in same-store expenses primarily due to higher
property taxes and advertising costs, and $1.7 million of increased expenses associated with newly acquired or

developed stores.

Interest expense increased from $18.1 million during the three months ended June 30, 2019 to $18.7 million during

the three months ended June 30, 2020, an increase of $0.6 million. The increase is attributable to a higher amount
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of outstanding debt during the 2020 period. To fund a portion of the Company’s growth, the average outstanding
debt balance increased $159.1 million to $1,980.7 million during the three months ended June 30, 2020 as
compared to $1,821.6 million during the three months ended June 30, 2019. The weighted average effective interest
rate on our outstanding debt for the three months ended June 30, 2020 and 2019 was 3.92% and 4.13%,

respectively.

Financing Activity

During the second quarter, the Company did not sell any common shares of beneficial interest through its at-the-
market (“ATM") equity program. As of June 30, 2020, the Company had 14.6 million shares available for issuance

under the existing equity distribution agreements.

Quarterly Dividend

On May 12, 2020, the Company declared a dividend of $0.33 per common share. The dividend was paid on July 15,

2020 to common shareholders of record on July 1, 2020.

2020 Financial Outlook

“Given the volatile macro environment and continued uncertainty of potential future economic disruption caused
by COVID-19, we have decided not to reinstate guidance at this time,” commented Chief Financial Officer Tim
Martin. “Our liquidity position remains strong, as the modest leverage levels on our investment-grade balance sheet
and over $700M of capacity on our revolving line of credit position us to both fund our outstanding commitments

as well as pursue attractive investment opportunities.”

Due to the continued uncertainty surrounding the duration, scope and severity of the pandemic, and the associated
mitigation efforts, it is difficult to predict the impact on future operational and financial results. The Company's
ability to operate its stores and customers’ ability to make rental payments have been impacted, and may continue
to be impacted, based on future developments. The success of actions taken to contain or treat COVID-19 and
reactions by consumers, companies, governmental entities and capital markets are highly uncertain and cannot be

predicted, therefore the Company is not reinstating guidance for 2020 at this time.

Conference Call

Management will host a conference call at 11:00 a.m. ET on Friday, August 7, 2020 to discuss financial results for the
three and six months ended June 30, 2020.
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A live webcast of the conference call will be available online from the investor relations page of the Company's
corporate website at www.cubesmart.com. Telephone participants may avoid any delays in joining the conference
call by pre-registering for the call using the following link to receive a special dial-in number and PIN:

http://dpregister.com/10146186.

Telephone participants who are unable to pre-register for the conference call may join on the day of the call using
1-877-506-3281 for domestic callers, +1-412-902-6677 for international callers, and 1-855-669-9657 for callers in
Canada. After the live webcast, the call will remain available on CubeSmart's website for 30 days. In addition, a
telephonic replay of the call will be available through September 5, 2020. The replay numbers are 1-877-344-7529
for domestic callers, +1-412-317-0088 for international callers and 1-855-669-9658 for callers in Canada. For callers

accessing a telephonic replay, the conference number is 10146186.

Supplemental operating and financial data as of June 30, 2020 is available on the Company’s corporate website

under Investor Relations - Financial Information - Financial Reports.

About CubeSmart

CubeSmart is a self-administered and self-managed real estate investment trust. The Company's self-storage
properties are designed to offer affordable, easily accessible and secure storage space for residential and
commercial customers. According to the 2020 Self-Storage Almanac, CubeSmart is one of the top three owners and

operators of self-storage properties in the United States.

Non-GAAP Financial Measures

Funds from operations (“FFO”) is a widely used performance measure for real estate companies and is provided
here as a supplemental measure of operating performance. The April 2002 National Policy Bulletin of the National
Association of Real Estate Investment Trusts (the “White Paper”), as amended, defines FFO as net income
(computed in accordance with GAAP), excluding gains (or losses) from sales of real estate and related impairment
charges, plus real estate depreciation and amortization, and after adjustments for unconsolidated partnerships and

joint ventures.

Management uses FFO as a key performance indicator in evaluating the operations of the Company's stores. Given
the nature of its business as a real estate owner and operator, the Company considers FFO a key measure of its
operating performance that is not specifically defined by accounting principles generally accepted in the United
States. The Company believes that FFO is useful to management and investors as a starting point in measuring its
operational performance because FFO excludes various items included in net income that do not relate to or are

not indicative of its operating performance such as gains (or losses) from sales of real estate, gains from

¥


https://www.globenewswire.com/Tracker?data=MedGHK9WGDRKw_er1meYLFSQ7sfdCok2jhr8BlFdgY17-sDo-fNjk9eEi26qUiXUoxaekj6VGZXJrkhSP-xEUw==
https://www.globenewswire.com/Tracker?data=4_UKaVEmMDTZ8oZWBgMVIl7bA4XWF-X-GbAzu6L7Jo3t1nBm7LWNNi-aFsNcHAO6RwVzl5T1-PfxIRe7Yogvh9TOjyH3HjsPyxwOWTeMdlDwtKQjWt-reHSSj68j6TmG

remeasurement of investments in real estate ventures, impairments of depreciable assets, and depreciation, which
can make periodic and peer analyses of operating performance more difficult. The Company’s computation of FFO

may not be comparable to FFO reported by other REITs or real estate companies.

FFO should not be considered as an alternative to net income (determined in accordance with GAAP) as an
indication of the Company’s performance. FFO does not represent cash generated from operating activities
determined in accordance with GAAP and is not a measure of liquidity or an indicator of the Company's ability to
make cash distributions. The Company believes that to further understand its performance, FFO should be
compared with its reported net income and considered in addition to cash flows computed in accordance with

GAAP, as presented in its Consolidated Financial Statements.

FFO, as adjusted represents FFO as defined above, excluding the effects of acquisition related costs, gains or losses
from early extinguishment of debt, and other non-recurring items, which the Company believes are not indicative

of the Company’s operating results.

The Company defines net operating income, which it refers to as “NOI,” as total continuing revenues less continuing
property operating expenses. NOI also can be calculated by adding back to net income (loss): interest expense on
loans, loan procurement amortization expense, loan procurement amortization expense - early repayment of debt,
acquisition related costs, equity in losses of real estate ventures, other expense, depreciation and amortization
expense, general and administrative expense, and deducting from net income (loss): gains from sale of real estate,
net, other income, gains from remeasurement of investments in real estate ventures and interest income. NOlI is

not a measure of performance calculated in accordance with GAAP.

Management uses NOI as a measure of operating performance at each of its stores, and for all of its stores in the
aggregate. NOI should not be considered as a substitute for net income, cash flows provided by operating, investing
and financing activities, or other income statement or cash flow statement data prepared in accordance with GAAP.
The Company believes NOI is useful to investors in evaluating operating performance because it is one of the
primary measures used by management and store managers to evaluate the economic productivity of the
Company’s stores, including the ability to lease stores, increase pricing and occupancy, and control property
operating expenses. Additionally, NOI helps the Company's investors meaningfully compare the results of its
operating performance from period to period by removing the impact of its capital structure (primarily interest

expense on outstanding indebtedness) and depreciation of the basis in its assets from operating results.

Forward-Looking Statements

" "

This presentation, together with other statements and information publicly disseminated by CubeSmart (“we,” “us,

“our” or the “Company”), contain certain forward-looking statements within the meaning of Section 27A of the
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Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, or the
“Exchange Act.” Forward-looking statements include statements concerning the Company's plans, objectives, goals,
strategies, future events, future revenues or performance, capital expenditures, financing needs, plans or

intentions relating to acquisitions and other information that is not historical information. In some cases, forward-

" " "

looking statements can be identified by terminology such as “believes,” “expects,” “estimates,” “may,” “will,” “should,”
“anticipates,” or “intends"” or the negative of such terms or other comparable terminology, or by discussions of
strategy. Such statements are based on assumptions and expectations that may not be realized and are inherently
subject to risks, uncertainties and other factors, many of which cannot be predicted with accuracy and some of
which might not even be anticipated. Although we believe the expectations reflected in these forward-looking
statements are based on reasonable assumptions, future events and actual results, performance, transactions or
achievements, financial and otherwise, may differ materially from the results, performance, transactions or
achievements expressed or implied by the forward-looking statements. As a result, you should not rely on or
construe any forward-looking statements in this presentation, or which management or persons acting on their
behalf may make orally or in writing from time to time, as predictions of future events or as guarantees of future
performance. We caution you not to place undue reliance on forward-looking statements, which speak only as of
the date of this presentation or as of the dates otherwise indicated in such forward-looking statements. All of our

forward-looking statements, including those in this presentation, are qualified in their entirety by this statement.

There are a number of risks and uncertainties that could cause our actual results to differ materially from the
forward-looking statements contained in or contemplated by this presentation. Any forward-looking statements
should be considered in light of the risks and uncertainties referred to in Item 1A. “Risk Factors” in our Annual
Report on Form 10-K for the year ended December 31, 2019, in our Quarterly Report on Form 10-Q for the quarter

ended March 31, 2020 and in our other filings with the Securities and Exchange Commission (“SEC").

These risks include, but are not limited to, the following:

e adverse changes in the national and local economic, business, real estate and other market conditions;

e the effect of competition from existing and new self-storage properties on our ability to maintain or raise

occupancy and rental rates;

e the failure to execute our business plan;

e adverse impacts from the COVID-19 pandemic, including the impact on demand for self-storage, rental rates

and rent collection levels;
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reduced availability and increased costs of external sources of capital;

financing risks, including the risk of over-leverage and the corresponding risk of default on our mortgage and

other debt and potential inability to refinance existing or future indebtedness;

increases in interest rates and operating costs;

counterparty non-performance related to the use of derivative financial instruments;

risks related to our ability to maintain our qualification as a real estate investment trust (“REIT”) for federal

income tax purposes;

the failure of acquisitions and developments to close on expected terms, or at all, or to perform as expected;

increases in taxes, fees and assessments from state and local jurisdictions;

the failure of our joint venture partners to fulfill their obligations to us or their pursuit of actions that are

inconsistent with our objectives;

reductions in asset valuations and related impairment charges;

cyber security breaches or a failure of our networks, systems or technology, which could adversely impact our

business, customer and employee relationships;

changes in real estate, zoning, use and occupancy laws or regulations;

risks related to natural disasters or acts of violence, pandemics, active shooters, terrorism or war that affect

the markets in which we operate;

potential environmental and other liabilities;

uninsured or uninsurable losses and the ability to obtain insurance coverage against risks and losses;

our ability to attract and retain talent in the current labor market;

other factors affecting the real estate industry generally or the self-storage industry in particular; and
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e other risks identified in Item 1A of our Annual Report on Form 10-K and, from time to time, in other reports

that we file with the SEC or in other documents that we publicly disseminate.

Given these uncertainties, we caution readers not to place undue reliance on forward-looking statements. We
undertake no obligation to publicly update or revise these forward-looking statements, whether as a result of new

information, future events or otherwise except as may be required in securities laws.

Contact:

CubeSmart
Josh Schutzer
Senior Director, Finance

(610) 535-5700

CUBESMART AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(in thousands, except share data)

June 30, December 31,
2020 2019
(unaudited)
ASSETS
Storage properties $4,802,024 $4,699,844
Less: Accumulated depreciation (972,536 ) (925359 )
Storage properties, net (including VIE assets of $111,945 and $92,612, respectively) 3,829,488 3,774,485
Cash and cash equivalents 3,457 54,857
Restricted cash 2,935 3,584
Loan procurement costs, net of amortization 3,609 4,059
Investment in real estate ventures, at equity 93,697 91,117
Other assets, net 91,154 101,443
Total assets $4,024,340 $4,029,545
LIABILITIES AND EQUITY
Unsecured senior notes, net $1,836,721 $1,835,725
Revolving credit facility 15,400 —
Mortgage loans and notes payable, net 94,488 96,040
Accounts payable, accrued expenses and other liabilities 165,635 137,880
Distributions payable 64,703 64,688
Deferred revenue 26,787 25,313
Security deposits 482 475
Total liabilities 2,204,216 2,160,121
Noncontrolling interests in the Operating Partnership 51,407 62,088
Commitments and contingencies
Equity
Common shares $.01 par value, 400,000,000 shares authorized, 193,728,951 and 193,557,024 shares issued and 1,937 1,936
outstanding at June 30, 2020 and December 31, 2019, respectively
Additional paid-in capital 2,680,468 2,674,745
Accumulated other comprehensive loss (689 ) (729
Accumulated deficit (920964 ) (876,606 )
Total CubeSmart shareholders’ equity 1,760,752 1,799,346
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Noncontrolling interests in subsidiaries
Total equity
Total liabilities and equity

CUBESMART AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except share data)

(unaudited)

7,965
1,768,717
$4,024,340

7,990
1,807,336
$4,029,545

Three Months Ended June 30,

Six Months Ended June 30,

2020 2020
REVENUES
Rental income $140,484 $136,027 $281,469 $267,619
Other property related income 16,522 16,922 33,424 32,597
Property management fee income 6,792 6,068 12,986 11,646
Total revenues 163,798 159,017 327,879 311,862
OPERATING EXPENSES
Property operating expenses 55,345 50,120 111,085 101,545
Depreciation and amortization 39,893 40,663 80,731 79,105
General and administrative 9,543 9,800 19,908 18,947
Total operating expenses 104,781 100,583 211,724 199,597
OTHER (EXPENSE) INCOME
Interest:
Interest expense on loans (18,702 ) (18,134 ) (37,383 ) (35,651 )
Loan procurement amortization expense (753 ) (77 ) (1,507 ) (1,395 )
Equity in (losses) earnings of real estate ventures (174 ) 10,527 (179 ) 10,788
Other (456 ) (178 ) 163 (343 )
Total other expense (20,085 ) (8,556 ) (38,906 ) (26,601 )
NET INCOME 38,932 49,878 77,249 85,664
NET (INCOME) LOSS ATTRIBUTABLE TO NONCONTROLLING INTERESTS
Noncontrolling interests in the Operating Partnership (389 ) (499 ) (772 ) (857 )
Noncontrolling interest in subsidiaries 38 41 (76 ) 111
NET INCOME ATTRIBUTABLE TO THE COMPANY'S COMMON SHAREHOLDERS $38,505 $49,420 $76,401 $84,918
Basic earnings per share attributable to common shareholders $0.20 $0.26 $0.39 $0.45
Diluted earnings per share attributable to common shareholders $0.20 $0.26 $0.39 $0.45
Weighted average basic shares outstanding 193,629 189,667 193,605 188,467
Weighted average diluted shares outstanding 194,192 190,543 194,231 189,286
Same-Store Facility Results (477 stores)
(in thousands, except percentage and per square foot data)
(unaudited)
Three Months Ended Six Months Ended
June 30, Percent June 30, Percent
2020 2019 Change 2020 2019 Change
REVENUES
Rental income $128,941 $130,478 (1.2 ) % $259,467 $258,256 0.5 %
Other property related income 12,254 13,858 (11.6 )% 25,177 27,146 (7.3 ) %
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Total revenues 141,195 144,336 (2.2 ) % 284,644 285,402 (0.3 ) %
OPERATING EXPENSES

Property taxes 16,805 15,837 6.1 % 33,824 31,654 6.9 %
Personnel expense 11,178 11,787 (5.2 )% 23,068 23,409 1.5 ) %
Advertisin, 3,952 2,655 48.9 % 6,120 4,444 37.7 %
Repair and maintenance 1,403 1,772 (20.8 )% 2,908 3,397 (14.4 ) %
Utilities 3,652 3,795 (3.8 ) % 8,036 7,930 1.3 %
Property insurance 1,204 891 35.1 % 2,245 1,624 38.2 %
Other expenses 5,306 5,757 (7.8 )% 11,121 12,249 9.2 ) %
Total operating expenses 43,500 42,494 2.4 % 87,322 84,707 3.1 %
Net operating income (1) $97,695 $101,842 (4.1 )% $197,322 $200,695 1.7 ) %
Gross margin 69.2 % 70.6 % 69.3 % 70.3 %

Period end occupancy (2) 94.0 % 93.5 % 94.0 % 93.5 %

Period average occupancy (3) 93.0 % 93.0 % 92.2 % 92.1 %

Total rentable square feet 33,238 33,238

Realized annual rent per occupied square foot (4) $16.69 $16.91 1.3 )% $16.92 $16.87 0.3 %

Reconciliation of Same-Store Net Operating
Income to Operating Income

Same-store net operating income (1) $97,695 $101,842 $197,322 $200,695
Non same-store net oE‘erating income (1) 8,006 3,184 14,977 5,279
Indirect property overhead (5) 2,752 3,871 4,495 4,343
Depreciation and amortization (39,893 ) (40,663 ) (80,731 ) (79,105 )
General and administrative expense (9,543 ) (9,800 ) (19,908 ) (18,947 )
Interest expense on loans (18,702 ) (18,134 ) (37,383 ) (35,651 )
Loan procurement amortization expense (753 ) (771 ) (1,507 ) (1,395 )
Equity in (losses) earnings of real estate ventures (174 ) 10,527 179 ) 10,788

ther (456 ) (178 ) 163 (343 )
Net income $38,932 $49,878 $77,249 $85,664

(1) Net operating income (“NOI”) in a non-GAAP (generally accepted accounting principles) financial measure. The

above table reconciles same-store NOI to GAAP Net income.
(2) Represents occupancy at June 30 of the respective year.
(3) Represents the weighted average occupancy for the period.

(4) Realized annual rent per occupied square foot is computed by dividing rental income by the weighted average

occupied square feet for the period.
(5) Includes property management income earned in conjunction with managed properties.

Non-GAAP Measure - Computation of Funds From Operations
(in thousands, except percentage and per share data)

(unaudited)
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Net income attributable to the Company's common shareholders

Add (deduct):

Real estate depreciation and amortization:

Real propert

Company's share of unconsolidated real estate ventures
Gains from sale of real estate, net (1)

Noncontrolling interests in the Operating Partnership

FFO attributable to common shareholders and OP unitholders

Add:
Loan procurement amortization expense - early repayment of debt

FFO, as adjusted, attributable to common shareholders and OP unitholders

Earnings per share attributable to common shareholders - basic
Earnings per share attributable to common shareholders - diluted
FFO per share and unit - fully diluted

FFO, as adjusted per share and unit - fully diluted

Weighted average basic shares outstanding
Weighted average diluted shares outstanding
Weighted average diluted shares and units outstanding

Dividend per common share and unit
Payout ratio of FFO, as adjusted

Three Months Ended

June 30,
2020

$ 38,505

39,021
1,953

389
$ 79,868

%

2019
$ 49,420

39,903
1,812
(10,667
499

$ 80,967

141
$ 81,108

$ 0.26
$ 0.26
$ 0.42
$0.42

189,667
190,543
192,409

$0.32
76.2

%

Six Months Ended

June 30,
2020

$ 76,401

79,029
3,662

772
$ 159,864

$ 159,864

$0.39
$0.39
$ 0.81
$ 0.81

193,605
194,231
196,192

$ 0.66
81.5

%

2019
$ 84,918

$ 156,493

141
$ 156,634

$ 0.45
$ 0.45
$0.82
$0.82

188,467
189,286
191,183

$ 0.64
78.0

(1) The three and six months ended June 30, 2019 include $10.7 million of gains from sale of real estate, net that

are included in the Company's share of equity in (losses) earnings of real estate ventures.

Source: CubeSmart
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