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PASSA Happenings

by Jodi L. Snhyder, Executive Director

PA SSA has been busy putting the finishing
toucheson our “ State of the Industry” seminar on
September 20th inAllentown. Whatisgoingonin
theindustry? What isan A property? C property,
C market? What marketsarethe national players
interested in? How much room isthere domesti-
caly for the nationalsto grow? Are Cap rates per-
manently lowered for self storage? What will the
futurebring for theindustry?

We have rounded up top-notch, industry-wide
expertsfrom around the country to answer these,
aswell asyour questions. You may wishto provide
your questionsto usin advanceor bringthemaong.

ConferenceAgenda

9:00amto09:30 am
Registration & Continental Breakfast

9:30amto 9:35am
Sponsor Presentation - Flexospan

9:35amt010:00 am
Mike Burnham, TKG Sorage Mart Partners

10:00 amto 10:15am
Break with Vendors

10:15amto 10:20 am
Sponsor Presentation - Miller Building Systems

10:20amto 10:45am
Kelly Gallacher, Devon Self Sorage Holdings

10:45amto 11:10 am
Neal Gussis, Beacon Realty Capital

11:10amto 12:00 pm

Questions and Answer s of the Panel
12:00 pmto 1:00 pm

Lunch

1:00pmto 1:05pm

Sponsor Presentation - Sperry Van Ness
1:05pm- 1:45pm

Panel Discussion
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1:45pmto0 2:00 pm

Break with Vlendors

2:00pmto2:05pm

Sponsor Presentation - 1031 Replacement
Properties

2:05pmt03:00 pm

Conclusion of Panel Discussion and Final Questions
and Answers

About the Experts...

Mike Burnam started in the self storage business
and other family enterprisesin 1976. Mike wasin-
volved inthe site sel ection and management of sdlf stor-
agefadilitiesthat hisfather Gordon builtin FHorida, Mis-
sissippi, Kentucky, North and South Carolinaand Ala
bama. In1986 all but 2 self storagefacilitiesweresold,
and anew company wasformed, Burnam Holding Com-
panies. In 1987 Mike' ssiblings joined thefamily busi-
ness. Mikewas President, and it becamethe platform
by whichthesdf storageportfoliogrew from2to58in
1994. 1n 1994 they took the company public with an
initial capitalization of $108 million. Thecompany grew
to a$600 million market capitalizationin 1999 whenit
wasmerged into Public Storage. Thefamily thenraised
aprivate equity fund of $100 million with Warburg
Pincus. Starting with O propertiesin 1999, the company
stood at 56 storesin 12 states. 1n June 2006 the Burnam
family and Steve Dulle, longtime CFO of variousBurnam
entities, purchased the company fromWarburg Pincus.
The company currently has61 storesin 13 statesand
one Canadian province. MikewasPresident of the Self
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Storage Associationin 1994 and was again el ected to
theboardin 2005. MikeisCEO of TKG StorageMart
Partnersand dealsmainly with relationshipsin thein-
dustry and acquisition of devel opment and existing self
goragefacilities.

Kelly Gallacher isthe President and COO and
Managing Director — European Operationsfor Devon
Self StorageHoldingsUSLLC. Mr. Gallacherisaco-
founder of Devon Sdlf Storagewhich started in self sor-
agein1990. From 1999 to 2002 hewasbased in Eu-
ropewherehewasresponsiblefor al of Devon'sEuro-
pean activities. Whilein Europe he served threeyears
ontheBoard of the Salf StorageAssociation UK which
covered self storage operatorsthroughout the United
Kingdom and many European countries.

Kéely hasoverseentheacquisition, conversonand/
or operation of over 100 self storage properties and
currently managesover 70 sitesthroughout the United
Statesand the Netherlands.

Kélyiscurrently president of the California Self
StorageAssociation and servesonthe Advisory Coun-
cil for theNational Self Storage Association.

Nea Gussisjoined Beacon Redlty Capitd in 2000
asasenior vice president and became a principal in
2003. HedirectsBeacon'ssdlf-storageoriginationteam,
secures debt on all types of commercia property for
clientsnationwide, and servesas Beacon’sprimary con-
tact in our strategic alliance with Storage Investment
Advisors.

Ned ddivers20yearsof diversfied financing and
lending experienceto Beacon clients, aswell asaback-
ground in corporate and asset management, asset val u-
ation, mortgage-backed securitiesbond distribution and
public accounting. He began hiscareer asapublic ac-
countant at Altschuler, Melvoin and Glasser, and then
becameafounder and principal of First Security Com-
mercial Mortgage, a Chicago-based CMBS lender,
beforejoining Beacon.

Nedl isafrequent speaker at self-storageindustry
events, participant in nationd and state salf-storagetrade
associations, active member of the Mortgage Bankers
Association, and contributing author on real estatefi-
nancing topicsfor regiona and nationd publications. A
CPA, hereceived abachd or’ sdegreein accounting from
IndianaUniversity.
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Thursday, September 20, 2007
CrownePlazaAllentown

Phone: (610) 433-2221

604 West Hamilton Street, Allentown, PA 18101

Thereisablock of deeping roomsreserved for con-
ference attendees at arate of $89. Notify the hotel that you
arewith the Pennsylvania Self Storage Associationto re-
celvethisrate. Toensureavailability and receivethisdis-
counted rate reservations must be made by August 26.

We will be conducting another legal conference on
November 20thin Philadelphia. Atthesametime, the Op-
erationsModule of the MCC will be offered.

We look forward to your continued participation.
Watch thewebsite and your mail for details on upcoming

9
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events.

Send UsYour News!

Doyou haveanindustry related articleyou' d liketo
sharewith us? Pleaseemail your articlesto
jodisnyder @comcast.net.

ALL SELF STORAGES ARE NOT CREATED EQUAL

I you are concerned about security, and you should
ba, you owe it to yowrself and your customers
to use cur ime-tested designs for the
utmost in securily, safety, and durability
al a reasonable price, FLEXDSPAN
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Eﬂlutl on Climate control options
FLEXIBILITY IS OUR SPECIALTY
BO0-2A5-0306 (ol Tree) » T24-376-7221 {phodda] = T24-376-3064 ('as)
283 Aodmad, Soody Lake, Penssyteania = sws fissosgan.oom

Page 2



Greetings from Your President
by Patricia A. Watson

| hopedl arehaving awonderful summer.

| just wanted to send aquick reminder to you about
“Know Your Customer”.

With the heightened alerts about terrorism, you need
to bevery careful about who you rent to. Put proceduresin
place during “rental process’. Your front counter must be
your first lineof defense. Requirevalid government Photo
Identification such asDriverslicense, PicturelD, Military
cards, and SS#'s. Get current mailing address, email ad-
dressand phonenumber. Post asignin bold capital lettersin
your officestating that you requirethisinformation and that
therewill be no exceptions. You may even want totakea
phototo keep onfile. Thisinformationisto protect you, as
well asyour customers, and will betreated confidentially.
Sendwelcomelettersout with “ Address Service Requested”
to verify address. Consult your Post Officefor other sug-

It'sMorethan Just aLien Law
By Carlos Kaslow, Esq. - SSA General Counsel

One of the self storage industry’s most significant
achievementswasthe passage of lienlawsin 47 statesand
the District of Columbia. The primary purpose of thelien
lawsisto provide self storage operatorswith an effective
remedy when customersfail to pay rent. Whilethelawshave
fulfilled their primary purpose, theselien laws have proved
importantinmany other ways. A recent examplecan befound
inazoning disputein Wisconsin.

A storage operator wanted to build asdlf storagefacil-
ity inacommercial areaand the plan was eventually ap-
proved. The approval was challenged by agroup of local
residentswho claimed that self storagefacilitiescould only
be built on parcelszoned for warehousing. TheWisconsin
Court of Appeals, in Shultz v. Village of Soddard, 2006
Wisc. App. LEXIS 255, conceded that this was a close
case. A sdif storagefacility providesaservicelikemany re-
tail businessesinthearea, but the serviceto be offered was
likeawarehousing operation. Thecourt ultimately turned to
theWisconsin self storagelien law for guidance. The court
concluded:

The Schultzesclaim, and the Village Board does not
dispute, that the proposed facility would providelocal res-

www.paselfstorage.org
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gested methods.

Customer must sign arental agreement. Your rental
agreement should follow the guidelines spelled out on our
samplelease provided in your member manual. Theagree-
ment must have language that is CLEAR AND CON-
SPICUOUS. Customer agrees that he/she can not store
flammable or combustibleliquids, or gaseshazardous/nox-
iousmaterias. Walk thefacility and bedert! PROTECT
YOUR SELF,YOUREMPLOYEESANDYOUR CUS
TOMERS!

Intheevent of suspiciousor improper behavior, do not
be afraid to turn anyone away. Describe and report suspi-
ciousbehavior to police. Try to get license plate numbers,
makeand mode of vehicleand adescription of individuals.

I hopethisishelpful toyou. If you haveany question

0

pleasefed freeto contact me. <

dentsthe service of providing leased space to store per-
sonal property. Moreover, we notethat the Village Board's
contention that the proposed facility should betreated asa
warehouseisweakened by Wis. Stat. § 704.90, which con-
cerns” self-servicestoragefacilities” and distinguishessuch
facilitiesfromwarehouses. The statute explainsthat “‘ self-
sarvicestoragefacility” meansred property containing leased
spaces but does not include awarehouse or other facility if
theoperator of thewarehouse or facility issuesawarehouse
receipt, bill of lading or other document of title....” Wis.
Stat. § 704.90(2)(G).

TheWisconsin appellate court’srelianceonthelien
law definition of self-service storagefacility indeciding an
important legal issueisnot anisolated occurrence. Courts
have often turned to the statutory definitionscontainedin
satelienlawsfor guidanceon mgor lega issues. Whenthe
Self Storage A ssociation drafted themodel lienlaw, itspri-
mary goa wasto providetheindustry agood remedy, but it
also wanted to define the new industry. It succeeded in
achieving boththesegoals.
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s Fast quotes & responsive service = Coverage for a wide variety of losses "

* Reliable underwriting " (Mol available in all gtabes] Mjnj'clon
800.441.8383 800.253.5858

AreYou A Member of PASSA?

HASSA spurposeis:

To provide leadership and open lines of communication
on issues that affect the self storage industry in PA;

» To define standards of excellence in the self storage
industry within PA;

e Toincrease members knowledge of the industry through
research, discussion and the exchange of information.

e To protect our membersfrom adverse legislative actions,
monitor all legal casesinvolving self storage in PA and
providea“voice” for the PA self storageindustry. PASSA
has | obbyist representation in Harrisburg to represent the
best interests of our state membership.

»  Tosupport, communicate and cooperate with the national
Self Storage Association (SSA) as achapter affiliate.

e |t isvital to your business to have an entity in place
representing your views and the views of the industry.
Our website provides the opportunity to access
information and view vendor sites. Quarterly meetings,
newsletters, mail alerts and annual meetings keep you
informed, providing educational opportunities on issues
of interest to you.

*  With PA SSA membership, you will receive amembership
manual containing:

*  Auction Procedures and Checklist
* Legal Precedents
* LienLaw
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e Membership Directory

e Occupancy Agreement with Drafting I nstructions
and asample

o SalesTax Treatment

¢ Recommended Procedures

* Legal updates as they become available

e Invitationsto national recognized training classesfor

you and your managers

Quarterly newsletters

Networking with other Successful Owners

Free listing for your business on our website.

The Globe magazine, the official publication of the

Self Storage Association

» EachAffiliate state only member of SSA will receivea
$50 gift certificate toward SSA-hosted conferences,
workshops, seminars and publications.

www.paselfstorage.org

Membership duesare$200for thefirst facility
and $50 for each additional facility (with a$500
maximum). A vendor membershipis$250.

To obtain an application, visit our website
today, or call (800) 599-8816. <



Keystone Storage News

Drug Sniffing Dogs on Your Property

By Carlos Kaslow, Esq. - SSA General Counsel

In a Sept./Oct. 2005 article (Minnesota Says
No to Drug Dogs), we reported that the Minnesota
Supreme Court had ruled that adrug dog sniffing the
exterior of asdlf storage space wasasearch and that
policeofficersmust haveareasonably articulated sus-
picionof drug activity beforeconducting suchasearch.
TheMinnesota Court of Appeals, in Satev. Davis,
2006 Minn. App. LEXI1S48, recently provided guid-
anceinwhat congtitutesareasonablesuspicion. Davis
was convicted on drug charges. His apartment was
searched pursuant to asearch warrant based upon a
drug dog’spositivereaction to the presence of drugs
when sniffing at hisapartment door. Davisapped ed
theconviction.

The court of appeal's concluded that the use of
drug sniffing dogswas a search, but becauseit took
placein the apartment hallway the policewere only

conduct the dog sniff. In thissituation the police had
information from apartment employeesthat Davishad
growing lightsand other drug pargpherndiain hisgpart-
ment. He had a so acted suspicioudly on severa occa
sions. Thecourt concluded that information provided
by the employees created therequired level of suspi-
ciontojustify adrug dog sniff at Davis sdoor.
Thisopinion suggeststhat it would beimproper
for policeto take drug dogsthrough asdlf storagefa
cility torandomly sniff at tenants' doors. However, the
useof drug dogsto sniff aspecific storage space based
oninformation of possibledrug-related activity from
site personnel would be adequateto justify asearch.
Such anon-intrusive search doesnot requireasearch
warrant, only areasonable suspicion. If thedog re-
acted positively, the police would then need asearch
warrant to enter the storage unit. <

required to have areasonably articulated suspicionto

INVESRTMENT

PASSA PAC Accepting
Contributions

PASSA created the PaSelf Storage Political Ac-
tion Committee (PAC) for the purposeof raising money
toassst legidators, who arehd pful to our industry, with
their campaigns. Our PAC will bean essentia tool to
help our Association be successful in Harrisburg.

The Self Storage PAC needsyou to writeaper-
sonal or partnership check for $100 or $200 payable
tothe PaSelf Storage PAC. Corporate checksare not
permiss ble under Pennsylvanialaw.

It isimperative that every member take a per-
sond interest inthe happeningsin Harrisburg. The Sdlf
Sorage PAC will helpensurethat legidatorsthat lenda
hand to facility ownersand small business operators
stay in office. We can't afford to lose legidlatorsthat
fight for our well-being.

Pleaseincludeyour check payableto PaSdf Stor-
age PAC and mail to 908 N 2nd S, Harrisburg, PA
17102.

INVESTMENT REAL ESTATE

RACAL COTATE

West Mifflin, PA
Sharon, PA
Schuylkill Haven, PA
Dagsboro, DE
Williamstown, NJ
Denver, PA
Utica/Herkimer, NY
Plattsburgh, NY
Montgomeryville, PA
Poconos, PA
Etters/Lewisberry, PA
Stewartsville, NJ
Martinsburg, WV
Easton, PA
Sharon Hill, PA $9,500,000
Baltimore, MD u/iC $9,950,000
Feasibility Studies b Consulting
John H. Gilliland, Broker

717-779-0804

$ 900,000
$1,150,000
$1,750,000
$2,200,000
$2,350,000
$2,550,000
$2,890,000
$2,900,000
$3,200,000
$3,250,000
$3,600,000
$3,750,000
$3,800,000
$5,950,000

Brokerage b Construction b Management
www.investmentrealestatellc.com
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AreYou Watching Your Building..

Keystone Storage News

.Or Your Customer?

TheNew Way of Looking at Self Storage Salesin the USA

By Mark Wright

Inthe 1989 movieField of Dreams, Kevin Costner’s
character isinspired by amysteriousvoiceto build abase-
ball diamondinhiscornfield. That mysteriousvoicein his
head kept telling him, “Build it...and they will come.”

Wl alot of peopleinthe salf storageindustry must
have seen that movie back then, because no phrase better
conveysthe devel opment and sal es philosophy that has
guided storage entrepreneursfor many years. Likethe
movie, that concept isatrueclassic.

As*“classic” linesgo, however, you might want to
hearken back to an earlier moviefor an approach that is
better suited to today’s market conditions: asHumphrey
Bogart said “Here'slooking at you, kid.”

Not only areweinto anew year now, theU.S. self
storageindustry seemsto beinanew era. No more put-
ting up the cheapest building possible, on whatever plot of
land can be had at the right price and on awell-traveled
road. Thefocus has shifted from the building to the cus-
tomer.

“Thenew way of looking at self storagesalesinthe
USA istodesign, develop and market products, programs
and servicesthat our local market wantsand iswilling to
pay for,” saysAnneBallard, president of Smyrna, Geor-
gia-based Universal Management. “ Top of theling” used
to mean thefacility was paved and had afencearound it,
she recalls. After that it meant there was a resident
manager...then security cameras...then climate control.

Now, top of theline means, “What doesyour cus-
tomer redly want?” Today’ sconsumer justisn't “wowed”
by anew coat of seder on theasphalt driveway. Prospec-
tive customersin high-end communitiesarewilling to pay
more, saysBallard, for afacility that’s better looking and
provides convenient peace-of-mind —aplace they know
their val uable possessionswill be safe, and wherethe cus-
tomer will “fed” safeand comfortablewhilevigting.

The same customer focusis needed, however, for
any type of community, she notes. A blue collar areaor
subdivision of starter homes may require storagethat ca-
tersmoreto construction contractorswho need to store
valuabl e toolsand equipment. They need “ spaceswith
oversized height, electrical outlets, lights, aplacetore-
chargetheir toolsat night,” Ballard observes.

Ditto for retiree-heavy communities full of baby
boomersthat need spacious storagefor their RV's, boats,

PASSA Quarterly Newsletter

golf carts, or whatever recreational Gber-toysand mobility-
enhancing devicesthey might own. Doesa62-year old’sboat
require climate control? Probably not; but the 62-year old
himself might need afish-eyemirror or twoinhisunit sohe
can back the boat inwithout migudging hisdepth of field.
“Paying attention becomes more and moreincumbent
onus,” saysBallard. When you’ re spending $5 million, or
$10-15million, on asdf storage development, “you’ d better
know what your market iswillingto pay for,” sheadds.

Does ‘One-Mile Rule Sill Rule?

“Theone-mileradiuswill dwaysberdevant,” saysRose-
mary Jensen, abroker/consultant specidizingin saf storageat
Cd Pacific Investment Propertiesin San Francisco, Califor-
nia. “ Thisisaconvenience business, soit will alwaysdraw
people from nearby. There are times and places wherethe
one-milerulehaschanged, such aswhenyou havegeographic
barriersthat makeit inoperable. And marketing can affect it.
But whenyou havetheability to haveaconcentriccirclemar-
ket, you still draw customersfrom close-in. Most peoplewant
the convenience of storing nearby.”

That doesn’t mean you can be complacent, of course.
“You havemorecompetitorsinthat oldradius,” explansJoBeth
White, president of Development Services, Inc. in San
Clemente, California. You haveto think moreintermsof a
“drive-timemarket” rather thana*“radiusmarket,” sheadds.

Balard agrees, noting that SSA’sdemand study “ proves
cusomerswill tolerateuptoal9-minutedrive-time. That means
different thingsin every community. How far canyoudrivein
that timeat rush hour or on aSunday?If you’ relocated be-
sideafreeway and peoplecan easily get inand out, 19 min-
utes probably spansa40-mileradius. So, listeningtowhat the
demand study saysabout drive-timeisvery important. Our
own freeway locations pull from an elliptical shaped radius
fromall over thearea. Our stats say that 74 to 78 percent of
our customerscomefromfivemilesor less.”

CustomersCan SeeYou BeforeYou SeeThem

Thelnternet hasdtered that geography somewhat, says
White. It hasa so changed theway self storage spaceismar-
keted.

“Sdf storage customershavematured,” White observes.
“A lot of that isdueto the Internet. They can get on there
without feeling likethey haveto besold. Clients abilitiesto
search (for facilities) are much greater. They canlook at a
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facility beforethey even havetotak withanyone. It changes
how clientsfind you, and they have adifferent comfort level
thanthey did before.”

White notesthat the Internet has become afilter for
consumers. “ They arenot even calling facilitiesthey don't
wanttouse,” shesays. “If they can’t find you on the Internet
they assumeyou won’'t have what they need. It'ssad, be-
causeyou might havearedly nice(facility).”

Retail Rehab

Ballard suggestsfour criteriato boost the odds of success.

1 “The facility has to look upscale—even if you're using the
most inexpensive materialsyou can get away with, and even if
only the officelooks upscal e. People have emotional attachment
to their valuables, so afacility hasto look deserving.”

2 “It hasto look retail. That dictates the use of seamless glass
storefronts — the more glass out there, the more we' re saying
weareretail.”

3 “It hasto look stable and solid...not flimsy.” (A lesson from
HurricaneKatrina.)

4. "It hasto look high-tech, even if you have only atiny budget
for security systems.” Customers need to see themselveson a
big monitor the minute they walk in the door.

Ballard also pointsout that, “you can rehab your op-
eration evenif you can’t rehab your location.” Clinging to
old stylerules and systems can be hazardousto business,
she counsels. Keep the office open after 5 p.m. Stay open
duringlunch— likeother retail businesses— sincethe pesk
transaction period tendsto befrom approximately 11:00am
to 1:30 pm. Track hourly activity soyou can seewhenyou're
takinginthemost payments, when customersarecomingin,
when you’ re doing the most move-ins. (Softwareisavail-
ableto helpwith this.) Of course, takeall four credit cards
and dlow for online payments.

The brave new world of retail means catering to cus-
tomers. “If you call asite and nobody answers, you don’t
cal back,” notesWhite. “ Clientsarevery volatileand mo-
bile, and you have to address those needs quicker or you
lose out to acompetitor. Marketing used to be something
you' dtalk about doing if you absolutely had to. Now, you
absolutely haveto.”

White seesinnovationslike kiosksand call centersas
positivesignsfor thefuture of self storageretailing. Such
systemsput you “ one step closer to your client’ sneeds.”

Isself storage still afield of dreams? Sure, aslong as
you understand that thefield hasalot more players, and that
thefans (i.e. customers) have alot more choices at their
virtua fingertips. Oh, and they’ re often no longer satisfied
with the same old popcorn and peanuts. Whether they drive
in, cal in, or click in, prospective customerswant to seeyou
smileand say: “ Here' slooking at you!” @

www.paselfstorage.org
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Ad
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% PASSA

Pennsylvania Seff Storage Association
908 N. Second Street
Harrisburg, PA 17102

2007 PASSA OFFICERS:

Pat Watson, President
Flexospan Seel Buildings
LouisGilmorelll, Vice President
Miller Building Systems

Jim Brandt, Treasurer

Green Tree Self Sorage
Theresa M acigjewski, Secretary
Capital Self Storage

Neil Shaw, Trustee

Sop ‘N Sor, LLC
MikeRhoads, Member Trustee
PFG Capital LP

John Gilliland, Member Trustee
Investment Real Estate, LLC
Seven Cohen, Member Trustee
Guardian Self Sorage

Andy Hyde, Vendor Trustee

Self Storage Brokers of America
Jodi Snyder, Executive Director

www.paselfstorage.org
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