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Forward-Looking Statements 

The statements in this presentation that are not historical facts are forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as 

amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These forward-looking statements are based on current expectations, estimates 

and projections about the industry and markets in which Prologis operates, management’s beliefs and assumptions made by management. Such statements 

involve uncertainties that could significantly impact Prologis’ financial results. Words such as “expects,” “anticipates,” “intends,” “plans,” “believes,” “seeks,” 

“estimates,” variations of such words and similar expressions are intended to identify such forward-looking statements, which generally are not historical in nature.  

All statements that address operating performance, events or developments that we expect or anticipate will occur in the future — including statements relating to 

rent and occupancy growth, development activity and changes in sales or contribution volume of properties, disposition activity, general conditions in the 

geographic areas where we operate, our debt and financial position, our ability to form new co-investment ventures and the availability of capital in existing or new 

co-investment ventures — are forward-looking statements. These statements are not guarantees of future performance and involve certain risks, uncertainties and 

assumptions that are difficult to predict. Although we believe the expectations reflected in any forward-looking statements are based on reasonable assumptions, 

we can give no assurance that our expectations will be attained and therefore, actual outcomes and results may differ materially from what is expressed or 

forecasted in such forward-looking statements. Some of the factors that may affect outcomes and results include, but are not limited to: (i) national, international, 

regional and local economic climates, (ii) changes in financial markets, interest rates and foreign currency exchange rates, (iii) increased or unanticipated 

competition for our properties, (iv) risks associated with acquisitions, dispositions and development of properties, (v) maintenance of real estate investment trust 

(“REIT”) status and tax structuring, (vi) availability of financing and capital, the levels of debt that we maintain and our credit ratings, (vii) risks related to our 

investments in our co-investment ventures and funds, including our ability to establish new co-investment ventures and funds, (viii) risks of doing business 

internationally, including currency risks, (ix) environmental uncertainties, including risks of natural disasters, and (x) those additional factors discussed in reports 

filed with the Securities and Exchange Commission by Prologis under the heading “Risk Factors.” Prologis undertakes no duty to update any forward-looking 

statements appearing in this presentation. 
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Leading global owner, operator and 

developer of industrial real estate 

 

$48.2 billion in assets under 

management, across 21 countries  

and four continents 

 

$26.4 billion in investment management 

assets in 15 geographically diverse 

funds(1) 

 

Breadth and depth of the management 

team is unparalleled in the real estate 

industry 

 

Long history of industry-leading 

corporate governance and transparency 

 

 

World’s Largest Industrial Property Company 

4 Note: Data as at 31 December 2013 

1. As at January 9, 2014 

Prologis Park Chengdu, China 
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5 

Note: Data as of December 31, 2013 

1. Source: International Monetary Fund 

2. Comprises Prologis’ operating, development and other portfolio 

Global Platform Covers Countries Representing ~70% of GDP(1) 

Americas Europe Asia Total 

2,238 bldgs /  4 countries 611 bldgs / 14 countries 72 bldgs / 3 countries 2,921 bldgs / 21 countries 

Total PLD Share Total PLD Share Total PLD Share Total PLD Share 

Total Portfolio(2) – (MSF / MSM) 381 / 35 77% 149 / 14 45% 39 / 4 43% 569 / 53 67% 

Development – TEI ($mm) $1,228 92% $433 93% $709 71% $2,370 86% 

Land (acres) 6,997 98% 2,949 96% 138 51% 10,084 97% 
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Leading by Example 

6 

#1 governance ranking for 11 consecutive years among U.S. REITs 

Global leader in sustainability and corporate responsibility practices 

Recognized globally for design, stewardship and leadership 

Named as one of the world’s most admired companies 

Wiegmann Distribution Center, Germany 

http://www.greenstreetadvisors.com/
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The Path to Growth – New Plan for a New Company 

7 
1. Includes straight line rent adjustments and adjustments related to purchase accounting to reflect leases at fair value at the time of acquisition 

2. At December 31, 2013 

Rising  
Rents 

 Forecast 20% - 25% market 

rent growth from 2014-2017 

 Expect 4.7% average annual 

SSNOI(1) growth, driving 

Core FFO growth of 9.5%  

 SSNOI / EBITDA 

outperformance expected to 

continue beyond 2017 

Value Creation  
through Development 

 Long-term run-rate 

development start volume of 

$2.5 billion 

 ~$320M of annual value 

creation (PLD share) 

 Land bank with 176.2M 

buildable square feet(2) 

Efficiencies from 
Expanding Scale 

 Ability to increase AUM by 

$10B with minimal 

incremental overhead 

 Leverage extensive 

customer network 

 Expand platform within 

existing markets 
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Strong Occupancy Levels and Leasing Activity 

8 Note: Data as at December 31, 2013 

3%

4%

5%

6%

7%

8%

0

10,000

20,000

30,000

40,000

50,000

Q4 2012 Q1 2013 Q2 2013 Q3 2013 Q4 2013

New Leases Renewals % of Total Portfolio Leased

Square Feet (000s) 

40,461 

Operating Portfolio – Period Ending Occupancy 

Leasing Activity 

2012 2013 2012 2013 2012 2013 

94.2% 93.8% 93.7% 94.2% 
95.5% 

80%

85%

90%

95%

100%

Q4 Q1 Q2 Q3 Q4

93.0% 92.9% 93.1% 93.1% 93.6% 

Q4 Q1 Q2 Q3 Q4

96.9% 97.1% 
96.4% 

95.1% 
96.7% 

Q4 Q1 Q2 Q3 Q4

94.0% 93.7% 93.7% 93.9% 
95.1% 

Q4 Q1 Q2 Q3 Q4

Americas Europe Asia Total 

% of Total Portfolio 

35,849 
36,250 

36,091 

2012 2013 

-2.4% 

2.0% 

4.0% 

6.1% 5.9% 

-7.00%

0.00%

7.00%

Q4 2012 Q1 2013 Q2 2013 Q3 2013 Q4 2013

43,736 

Global Rent Change on Rollover 
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Rent and Replacement Cost Trend 

9 

Source: Prologis Research  
Forecast based upon expanding US and European GDP, tightening logistics vacancy rates and rising replacement cost rents. Relevant assumptions in  “Entering the Sweet Spot in the Cycle for 
Logistics Real Estate: An Extended Rental Rate Expansion” published September 2013 and available on the Prologis website  
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FORECAST 

U.S. Market Rents ($/ft/yr, NNN) Replacement Cost Rent Market Rent 

European Market Rents (€/m/yr, NNN) 

FORECAST 

5.7%  

Market Rent 

CAGR 

4.7%  

Market Rent CAGR 

Market Occupancy Surpassing 2007 (%) 

84

85

86

87

88

89

90

91

92

93

94

2007 2008 2009 2010 2011 2012 2013

Europe U.S.

Source: CBRE, JLL, DTZ, Gerald Eve, Prologis Research 

Note: European data as of 3Q’13 for 2013 
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Extended Rental Recovery Ahead 

10 
Note: Total weighted on Prologis’ share of NOI by geography 

Source: Prologis Research 

Market Rent Growth 

CAGR 

2013 2014 - 2017 
Cumulative  
2014 - 2017  

Americas 9% 5.7% 25% 

Europe 
4% 

 
4.7% 20% 

Japan 3% 2.0% 8% 

China 8% 5.7% 25% 

Total 8% 5.3% 23% 
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Same Store NOI Growth – Previous Peak-to-Trough Projections  

11 
Note: SS NOI data prior to June 30, 2011 is legacy ProLogis. SSNOI includes straight line rent adjustments and adjustments related to 

purchase accounting to reflect leases at fair value at the time of acquisition 

Prologis SS 

NOI 

Inflation 

Trend 

SS NOI 

Trend 

Analyst 

Forecast 
$1.5 B Prologis 

share of NOI 

-10
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

(%) 

-10 

-5 

0 

5 

10 

15 

20 

(%) 
FORECAST 

Real projected 

rents still 5% 

lower than 

2008 

7% higher  

than analyst 

forecasts 



Prologis US Letter-Size Template 2013 – REVISION – v2a 

$174 $152 $119 
$195 

$291 

$475 

$917 $926 

$41 

-$27 -$39 

$39 

$763 

(200)

0

200

400

600

800

1,000

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

 

Profitable business generating 

returns that exceed our cost of 

capital 

 Development has been 

profitable across cycles 

 Delivered 18.4% gross 

margin(1) across 13-yr business 

cycle 

 Global platform provides 

significant diversification 

 Underwrite our cost of capital 

into every development project 

 Expect to recover 30% decline 

in land bank 

 

 

 
Development Track Record – Value Creation 

12 

30% 

42% 

28% 26% 

38% 

37% 

Even Distribution of both Investment and Returns 2001 - 2013  

Americas 

Europe 

Asia 

Value Creation - $3.6B Investment - $20.9B 

Total Value Creation By Region / Year 

($M) 

Even during  

the global  

financial crisis,  

development created 

+$33M  
of net asset value 

1. Margin includes impairments on developments, but does not include carry or impairments on undeveloped land.  Net margin after uncaptured land carry is 14.9% across the 13-yr period 
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Development required in 

markets where: 

 Product does not exist  

(China/Brazil) 

 Supply chain undergoing 

reconfiguration (Japan/Europe)  

 Meeting customer requirements 

(Global) 

 

We develop to:  

 Meet customers’ needs globally 

 Increase share in target markets 

 Generate profits across the cycle 

Disciplined Approach to Development 

13 
Note: Data as at December 31, 2013 

1. Percentages shown based on gross book value of assets on a PLD share basis 

Long-term Development Run Rate ~$2.5B 

Expected Profit Margin 15% 

Prologis’ % Share of Value Creation 85% 

Annual Prologis Development Value Creation ~$320M 

N. 
America 

30% 

Mexico 
5% 

Brazil 
10% 

Europe 
25% 

China 
10% 

Japan 
20% 

Projected Development Mix 

88% 

7% 
5% 

Operating Portfolio

Development Pipeline

Land

Scope of Development Activity(1) 

Long-Term Annual Value Creation – Prologis Share 
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Investment Management – $26.4 Billion AUM(1) 

14 

Nippon Prologis REIT* $3,426 

Prologis China Logistics Venture I & II 1,729 

 
 

Average Ownership  ~15% 

Average Fees(2)  90 bps 
 

Asia
 

$5,155 AUM
(1)

 ($MM)
 

Prologis Targeted U.S. Logistics Fund*     $4,739 

Prologis NA Industrial* 2,655 

Prologis U.S. Logistics Venture* 1,012 

 

Prologis Fondo Logistico* 586 

Prologis Mexico Industrial  461 

Prologis Brazil Logistics Partners Fund I 256 

 

Average Ownership ~25% 

Average Fees(2) 68  bps 

 

Americas
 

$9,826 AUM
(1)

 ($MM)
 

Prologis European Properties Fund II* $5,106 

Prologis European Logistics Partners*   3,716 

Prologis Targeted Europe Logistics Fund* 1,949 

Prologis Europe Logistics Joint Venture I* 623 

 

Average Ownership ~39% 

Average Fees(2) 67 bps 

 

Europe
 

$11,394 AUM
(1)

 ($MM)
 

Perpetual life ventures represent ~90% of AUM and generate $150 million in annual revenues(2) 

* Indicates perpetual life venture 

1. AUM is based on fair market value of investment management co-investment ventures and estimated investment capacity as at January 9, 2014. Prologis AMS and 

Prologis DFS Fund I are omitted due to the size of these ventures 

2. Represents asset management and property management fees generated as a percentage of AUM 
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Key Takeaways 

15 

Favorable market conditions driving strong recovery in 

fundamentals 

Company positioned for sustainable growth with global 

platform, product offerings and strong balance sheet 

Investment management and development businesses provide 

incremental EBITDA, reduce risk and improve portfolio quality 

Douglas Hill Park Distribution Center, Atlanta 
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Appendix 

16 
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Market Selection 

Note: Percent of total allocation by investment strategy on book value basis 

1. At June 3, 2011 

2. At December 31, 2013 

Merger(1) Today(2) Goal 

Global Markets 79% 85% 90% 

Regional Markets 14% 13% 10% 

Other 7% 2% 0% 

17 

Market Breakdown 

Serve the Global Supply Chain Serve the Regional Supply Chain 

 

Market Traits 

 

 Infill and coastal areas 

 Major population centers 

 High barriers to entry  

 Major airports and/or seaports 

 Inland areas 

 Greenfield areas with development opportunities 

 Lower barriers to entry 

 Major freeways and rail systems 

Customer Needs 

 Import point-of-entry via seaports or airports 

 Short-haul truck movements 

 Rapid movement of inventory 

 Regional and national distribution network  

 Long-haul truck movements 

 Storage and racking optimization 

Property Traits 
 Mix of buildings sizes 

 Some older properties 

 Building features drive efficiency and profitability  

 Larger average building size 

 Varied demand, longer-term leases 

Total Holdings 

 418 msf / 39 msm  (Prologis’ share – 66% of  

total sf / sm) 

 85% of GBV 

 92 msf / 9 msm (Prologis’ share – 68% of  

total sf / sm) 

 13% of GBV 

Select Markets 

 So. California, New Jersey, Miami, Toronto, Sao 

Paulo 

 France, Germany, United Kingdom 

 Eastern China, Tokyo, Singapore 

 Denver, Indianapolis, Tijuana 

 Czech Republic, Hungary, Sweden 

 Western China, Fukuoka, Nagoya 
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Industrial has attractive 

return metrics as 

compared to other 

property types 

 

 Highest income return 
 

 Above-average total 

returns 
 

 Competitive  

risk-adjusted returns 
 

 Below-average volatility 

 

 

Industrial Returns & Stability 

18 

Income Return by Property Type 
(%, NCREIF, last 20 years) 

8.0 

7.5 7.4 
6.8 

4

6

8

10

Total Return by Property Type 
(%, NCREIF, last 20 years) 

9.8 

9.2 

9.6 

9.9 

8.5

9.0

9.5

10.0

Sharpe Ratio by Property Type 
(ratio vs. 3 Mo Treasuries, last 20 years) 

Standard Deviation by Property Type 
(%, NCREIF, last 20 years) 

1.5 

1.2 

1.5 1.5 

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

1.6

1.8

4.7 
5.3 

4.2 

4.8 

0

1

2

3

4

5

6

Simple Average 
Source: NCREIF, Prologis Research 

Note: As of December 31, 2013 

Apartment Industrial Office Retail 
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Infiltration of Class-A Stock 

19 Source: Prologis Research, CBRE-EA, JLL, DTZ, International Monetary Fund, World Economic Outlook 

0.0%

2.0%

4.0%

6.0%

8.0%

Class-A 

4,000 MSF 

UNITED STATES 

EUROPE 

JAPAN 

Class-A 

1,300 MSF 

Total Industrial Stock 

9,200 MSF 

Class-A 

100 MSF 

Total Industrial Stock 

5,000 MSF 

2% 

Class-A 

300 MSF 

Total Industrial Stock 

550 MSF 

Class-A 

100 MSF 

Total Industrial Stock 

1,100 MSF 

9% 

MEXICO 

BRAZIL 

14% 

55% 

Total Industrial Stock 

13,000 MSF 

31% 

Class-A 

200 MSF 

Total Industrial Stock 

5,000 MSF 

CHINA 

4% 



Prologis US Letter-Size Template 2013 – REVISION – v2a 

U.S. Industrial Recovery is Strengthening 

20 
Sources: CBRE, Prologis Research 

1. Expansionary periods are from 1985-1989, 1994-2000 and 2004-2006 
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Net Absorption Completions

Despite moderate supply returning in 2014, excess demand still well above historical levels 

(MSF) Expansionary Avg(1) 2013 2014E 

Net Absorption 215 233 225 

Supply 220 68 113 

Difference -5 165 112 
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 10%-25%+ of new leasing depending  

on the market 

 Focused on BTS and larger facilities, but 

also active among smaller and mid-sized 

 Driven by increase in total consumption 

and transition from bricks and mortar  

to e-commerce 

 E-commerce facilities are 2/3 less 

efficient, driving incremental demand by a 

factor of 3x 

E-Commerce: A Growing and Important Driver of Leasing 

21 1. Source: Goldman Sachs and Prologis Research 
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E-Commerce Driving New Development 

22 

Start 

Today 

810,000 SF Osaka, Japan  1.1 MSF Tokyo, Japan 345,000 SF Newark, NJ 700,000 SF, Columbus, OH  1.1 MSF Atlanta, GA 

840,000 SF Rugby, UK 473,000 SF Osaka, Japan  576,000 SF São Paulo, Brazil 1 MSF Tracy, CA 412,000 SF São Paulo, Brazil 
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Leverage 

Unsecured / 
Secured / 
Preferred 

Fixed vs 
Floating 

Currency Mix 

Maturity 
Schedule 

Capital  
Structure 

3.5x DSCR 

30% LTV 

< 6.0X 

Net Debt / EBITDA 

REIT = Unsecured 

Ventures = Unsecured/Secured 

Preferred = Opportunistic 

<15-20% 

Floating 

90% 

U.S. Net Equity 

5-10 years, 

Staggered 

Balance Sheet Strategy 

 

 Significant capacity and 

liquidity to be opportunistic 

 Staggered unsecured 

maturities 

 Low leverage and debt 

metrics to support strong 

investment grade credit 

rating 

 US dollar net equity > 90% 

 Top three REIT industry 

balance sheet 

 

 

Capital Structure – Guiding Principals 

23 
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12/31/2013 12/31/13  

Pro Forma(1) 
Target 

Leverage (% of gross real estate)(2) 36.8% 35.7% 30.0% 

Debt  / Adjusted EBITDA (without gains)  7.1x 6.8x <6.0x 

Fixed Charge Coverage (without gains)  2.8x 2.8x 3.0x 

Unencumbered Debt Service Coverage 

Ratio 

4.2x 4.4x 4.0x 

U.S. Dollar Net Equity 77.0% 77.0% >90.0% 

Ratings (Moody’s/S&P)(3) Baa2/Positive,  

BBB/Stable 

Baa2/Positive,  

BBB/Stable 

A Eligible/Stable,  

A Eligible/Stable 

Strong Financial Position 

24 

 

 

 

 

 

 

1. Metrics are pro forma for the closing of Prologis U.S. Logistics Venture on January 9, 2014. 

2. Look through leverage including preferreds 

3. A securities rating is not a recommendation to buy, sell, or hold securities and is subject to revision or withdrawal at any time by the rating organization 

Note: All metrics include both consolidated and Prologis share of unconsolidated entities.  

 

Committed to building one of the top balance sheets in the REIT industry 

 

 Rising rents and 

occupancy  

will increase 

earnings, reducing 

Debt/EBITDA 

multiple 

 Option to reduce 

ownership stake in 

PELP and shifting 

convertible debt to 

equity could 

decrease leverage 

~470bps (2) 
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 0

 500

 1,000

 1,500

 2,000

 2,500

 3,000

 3,500

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Target  

Unsecured  

Maturities 

Debt Maturities(1) 

25 1. As of December 31, 2013, excludes credit facilities and convertible debt. Pro forma for €700M unsecured debt to issuance and pay down of secured and unsecured debt 

($M) 

3.8% 
5.5% 

5.3% 

5.4% 

5.1% 
4.9% 

5.2% 3.5% 

3.1% 4.2% 3.9% 

Consolidated Debt Unconsolidated – PLD Share 

                          

 Weighted Avg. Coupon:  4.6%  

 Weighted Avg. Term:  5.8 years 
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Exposure as of Year End 2013 

$ -- -- 

€ +5% / -5% -5% 

¥ -5% / +5% -5% 

Other -- -5% 

Effect to 2014 Core FFO(1) $0.02 / ($0.02) ($0.03) 

Effect to NAV(2) $0.14 / ($0.14) ($0.36) 

58% 
30% 

10% 

2% 

Well Insulated from Foreign Currency Fluctuations 

26 

 Foreign Ventures 

 Leverage 

 Hedging 

         Foreign Currency Sensitivity 

$ € ¥ Other 

77% 

14% 

6% 
3% 

Gross Asset Allocation Net Equity Position 

1. Illustrates the effect to the midpoint of 2014 Core FFO guidance 

2. Illustrates the effect after adjusting net asset value components by currency based on net equity position for each currency 
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Framework 

Prologis Integrated Risk Index 

(PIRI) is one of three metrics by 

which every region and the 

company as a whole are 

measured. 

 

Broad visibility in the 

organization 

 Every Investment Committee 

proposal 

 Quarterly Business Plan 

Reviews 

 Annual Compensation Metric 

 BOD updates 

 

Significant risk reduction has 

been achieved through  

 Portfolio realignment 

 Significantly reduced leverage 

 BTS focused development 

 Reduced land bank size 

 Focused FX risk reduction 

program 

 

Disciplined Approach to Risk Management 

27 

Components of 

Prologis 

Integrated Risk 

Index (PIRI) 

External Risk: 

GC, Risk Manager, Executive 

Committee & BOD 

Financial Risk: 

CEO, CFO, Treasury & 

Private Capital 

Business Risk: 

CIO and Regional 

Leadership 

SLarryCop 

Leverage 

FX Exposure 

Development 

Seismic 

General Environmental 

and External Risks 

Prologis Integrated  

Risk Index (PIRI) Business  

Risk  = 
Currency  

Risk  + 
Leverage  

Risk  + 

Measured at PLD's Ownership: 
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Reporting Definitions 

28  

Please refer to our annual and quarterly financial statements filed with the Securities and Exchange 
Commission on Forms 10-K and 10-Q and other public reports for further information about us and our 
business. Certain amounts from previous periods presented in our 4th quarter 2013 earnings 
supplemental, furnished to the SEC on January 30, 2014, have been reclassified to conform to the current 
presentation. 
  
Our Real Estate Operations segment represents the direct, long-term ownership of industrial properties. 
Our investment strategy in this segment focuses primarily on the ownership and leasing of industrial 
properties in global and regional markets. Our intent is to hold and use these properties; however, 
depending on market and other conditions, we may contribute or sell these properties to co-investment 
ventures or sell to third parties. When we contribute to an unconsolidated co-investment venture or sell 
properties we have developed, we recognize FFO to the extent the proceeds received exceed our original 
investment (i.e. prior to depreciation) and present the results as Gain (Loss) on Acquisitions and 
Dispositions of Investments in Real Estate, Net. We have industrial properties that are currently under 
development and land available for development that are part of this segment as well. We may develop 
the land or sell to third parties, depending on market conditions, customer demand and other factors. The 
Investment Management segment represents the long-term management of unconsolidated co-investment 
ventures and other joint ventures. 
  
During the fourth quarter of 2013, we acquired our partner’s interest in and concluded the unconsolidated 
co-investment venture Prologis SGP Mexico. We earned a promote fee of approximately $7.9 million 
based on the cumulative returns to the investors over the life of the venture. Of this amount, approximately 
$6.4 million represents our partner’s portion and is reflected in Investment Management Revenue. We 
also recognized approximately $1.3 million of expense in Investment Management Expenses representing 
the estimated cash bonus to be paid out under our compensation plans related to the promote. As a 
result, the assets and liabilities associated with this venture are now wholly owned. 
  
Also in the fourth quarter of 2013, we announced the formation of Prologis China Logistics Venture 2 with 
the same partner as Prologis China Logistics Venture. The venture is expected to build, acquire and 
manage properties in China. The venture has potential investment capacity of over $1 billion, including 
$588 million of committed equity. 
  
On January 9, 2014, we closed on a new U.S. joint venture (Prologis U.S. Logistics Venture) with the 
same partner as Prologis European Logistics Partners and the venture acquired 12.8 million square feet of 
operating properties formerly owned by Prologis. The venture is consolidated for accounting purposes and 
we own 55% of the equity. 
  
Acquisition cost represents economic cost and not necessarily what is capitalized.  It includes the initial 
purchase price; the effects of marking assumed debt to market; if applicable, all due diligence and lease 
intangibles; and estimated acquisition capital expenditures including leasing costs to achieve stabilization. 
  
Adjusted EBITDA. We use Adjusted EBITDA to measure both our operating performance and liquidity. 
We calculate Adjusted EBITDA beginning with consolidated net earnings (loss) and removing the effect of 
interest, income taxes, depreciation and amortization, impairment charges, third party acquisition costs 
related to the acquisition of real estate, gains or losses from the acquisition or disposition of investments in 
real estate, gains or losses on early extinguishment of debt and derivative contracts (including cash 
charges), similar adjustments we make to our Adjusted FFO (see definition below), and other non-cash 
charges or gains (such as stock based compensation amortization and unrealized gains or losses on 
foreign currency and derivative activity and related amortization), including our share of these items from 
unconsolidated entities. 
  
We consider Adjusted EBITDA to provide investors relevant and useful information because it permits 
investors to view income from operations on an unleveraged basis before the effects of income tax, non-
cash depreciation and amortization expense and other items (including stock-based compensation 

amortization and certain unrealized gains and losses), gains or losses from the acquisition or disposition of 
investments in real estate, items that affect comparability, and other significant non-cash items. We also 
included a pro forma adjustment in Adjusted EBITDA to reflect a full period of NOI on the operating 
properties we acquired or disposed of in a significant transaction assuming the transaction occurred at the 
beginning of the quarter, such as the dispositions to the new co-investment ventures PELP and NPR in 
the first quarter of 2013 and the acquisition of our share of the assets from Prologis California and the 
acquisition of Prologis North American Industrial Fund II in the first quarter of 2012.  By excluding interest 
expense, Adjusted EBITDA allows investors to measure our operating performance independent of our 
capital structure and indebtedness and, therefore, allows for a more meaningful comparison of our 
operating performance to that of other companies, both in the real estate industry and in other industries. 
Gains and losses on the early extinguishment of debt generally include the costs of repurchasing debt 
securities. Although difficult to predict, these items may be recurring given the uncertainty of the current 
economic climate and its adverse effects on the real estate and financial markets. While not infrequent or 
unusual in nature, these items result from market fluctuations that can have inconsistent effects on our 
results of operations. The economics underlying these items reflect market and financing conditions in the 
short-term but can obscure our performance and the value of our long-term investment decisions and 
strategies.  
  
We believe that Adjusted EBITDA helps investors to analyze our ability to meet interest payment 
obligations and to make quarterly preferred share dividends. We believe that investors should consider 
Adjusted EBITDA in conjunction with net earnings (the primary measure of our performance) and the other 
required Generally Accepted Accounting Principles (“GAAP”) measures of our performance and liquidity, 
to improve their understanding of our operating results and liquidity, and to make more meaningful 
comparisons of our performance against other companies. By using Adjusted EBITDA, an investor is 
assessing the earnings generated by our operations but not taking into account the eliminated expenses 
or gains incurred in connection with such operations.  As a result, Adjusted EBITDA has limitations as an 
analytical tool and should be used in conjunction with our required GAAP presentations. Adjusted EBITDA 
does not reflect our historical cash expenditures or future cash requirements for working capital, capital 
expenditures distribution requirements or contractual commitments. Adjusted EBITDA, also does not 
reflect the cash required to make interest and principal payments on our outstanding debt.  
  
While EBITDA is a relevant and widely used measure of operating performance, it does not represent net 
income or cash flow from operations as defined by GAAP and it should not be considered as an 
alternative to those indicators in evaluating operating performance or liquidity. Further, our computation of 
Adjusted EBITDA may not be comparable to EBITDA reported by other companies. We compensate for 
the limitations of Adjusted EBITDA by providing investors with financial statements prepared according to 
GAAP, along with this detailed discussion of Adjusted EBITDA and a reconciliation of Adjusted EBITDA to 
consolidated net earnings (loss), a GAAP measurement. 
  
Please see our fourth quarter 2013 earnings supplemental for a reconciliation of Adjusted EBITDA to 
consolidated net earnings (loss). 
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Assets Held For Sale and Discontinued Operations. As of December 31, 2013, we had land that met 
the criteria to be presented as held for sale. The amounts included in Assets Held for Sale include real 
estate investment balances and the related assets and liabilities for each property. 
  
During the twelve months ended December 31, 2013, we disposed of 89 properties aggregating 9.2 million 
square feet to third parties that met the criteria for discontinued operations. During all of 2012, we 
disposed of land subject to ground leases and 200 operating properties aggregating 27.2 million square 
feet to third parties that met the criteria for discontinued operations.  
  
The operations of the properties held for sale and properties that were disposed of to third parties during a 
period that met the criteria for discontinued operations, including the aggregate net gains or losses 
recognized upon their disposition, are presented as discontinued operations in our Consolidated 
Statements of Operations for all periods presented. The income attributable to these properties was as 
follows (in thousands) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Annualized Base Rent (“ABR”) is calculated as the gross rental income per lease, as of a certain date, 
based on rates effective at that date multiplied by 12. It does not take into account lease terminations, 
renewals, replacement of customers or other changes in rent levels in existing leases. Leases 
denominated in foreign currencies are translated using the currency exchange rate at period end. 
  
Assets Under Management (“AUM”) represents the estimated value of the real estate we own or 
manage through our consolidated entities and unconsolidated entities. We calculate AUM by adding the 
noncontrolling interests’ share of the estimated fair value of the real estate investment to our share of total 
market capitalization. 
  
Committed Equity/Investment is our estimate of the gross real estate, which could be acquired through 
the use of the equity commitments from our property fund or co-investment venture partners, plus our 
funding obligations and estimated debt capitalization. 
  
Debt Metrics. See below for the detailed calculations for the three months ended for the respective period 
(dollars in thousands): 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
(a) Actual promote revenue and related expenses for the quarter are removed from the quarter EBITDA amount before 

annualizing, then the actual promote revenue and related expenses for the previous twelve months are added to the 

annualized number. For the three months ended December 31, 2013 and September 30, 2013, actual promote 
revenue, net of related expenses, for the previous twelve months was $15.1 million and $10.0 million, respectively. 

  
 
 

  Three Months Ended   Twelve Months Ended 

  December 31,   December 31, 

  2013   2012   2013   2012 

Rental income  $ 5,485   $ 20,698   $ 34,105   $ 128,162 

Rental expenses   (995)    (8,124)    (10,633)    (40,925) 

Depreciation and amortization   (2,470)    (6,223)    (15,339)    (43,197) 

Interest expense   (188)    (705)    (1,163)    (3,213) 
                 

Income (loss) attributable to disposed properties  
and assets held for sale $ 1,832   $ 5,646   $ 6,970   $ 40,827 

  Three Months Ended   

                  Dec. 31 
  Sept. 30 

  

  2013   2013   
Secured debt as a % of gross real estate assets:             
  Secured debt - at par  $  3,336,445   $  3,616,558   
  Gross real estate assets  $  28,341,814   $  28,965,232   
    Secured debt as a % of gross real estate assets   11.8%     12.5%   
Unencumbered gross real estate assets to unsecured debt:             
  Unencumbered gross real estate assets  $  20,396,363   $  20,358,466   
  Unsecured debt - at par  $  7,735,695   $  7,599,960   
    Unencumbered gross real estate assets to unsecured debt   263.7%     267.9%   
Fixed Charge Coverage ratio:             
  Adjusted EBITDA  $  366,664   $  354,641   
  NOI from disposed properties     4,490      226   
  Adjusted EBITDA, including NOI from disposed properties  $  371,154   $  354,867   
  Adjusted EBITDA, including NOI from disposed properties, annualized (a)  $  1,479,337   $  1,429,468   

  
Add: Prologis share of gains on dispositions of development properties for the 
twelve months ended     432,295      287,034   

  
Adjusted EBITDA, including NOI from disposed properties and gains on 
dispositions, annualized  $  1,911,632   $  1,716,502   

                              
  Interest expense  $  87,832   $  84,885   
  Amortization and write-off of deferred loan costs     (3,908)      (2,887)   

  Amortization of debt premium (discount), net     8,501      9,123   
  Capitalized interest     17,849      19,127   
  Preferred stock dividends     2,135      2,135   
  Our share of fixed charges from unconsolidated entities     22,233      26,334   
  Total fixed charges  $  134,642   $  138,717   
  Total fixed charges, annualized  $  538,568   $  554,868   
                                      
    Fixed charge coverage ratio    2.75 x    2.58 x 
    Fixed charge coverage ratio, including development gains    3.55 x    3.09 x 
Debt to Adjusted EBITDA:             
  Total debt, net of adjustments  $ 10,435,825   $ 10,965,866   
  Adjusted EBITDA-annualized (a)  $ 1,461,377   $ 1,428,564   

  
Add: Prologis share of gains on dispositions of development properties for the 
twelve months ended    432,295     287,034   

  Adjusted EBITDA-annualized (a), including gains on dispositions  $ 1,893,672   $ 1,715,598   
                              
    Debt to Adjusted EBITDA ratio    7.14 x    7.68 x 
    Debt to Adjusted EBITDA ratio, including development gains    5.51 x    6.39 x 
Debt to Adjusted EBITDA (adjusted for development):             
  Total debt, net of adjustments  $ 10,435,825   $ 10,965,866   
  Add: costs to complete - Prologis share    857,688     760,239   
  Less: current book value of land - Prologis share    (1,542,362)     (1,677,926)   
    $  9,751,151   $  10,048,179   
                                 Three Months Ended   

                  
Dec. 31 

  
Sept. 30 

  

  2013   2013   

Debt as a % of gross real estate assets:             

  Total debt - at par  $  11,072,140   $  11,216,518   

  Less: cash and cash equivalents     (491,129)      (121,693)   

  Less: unconsolidated entities cash - Prologis share     (145,186)      (128,959)   

  Total debt, net of adjustments  $  10,435,825   $  10,965,866   

  Gross real estate assets  $  28,341,814   $  28,965,232   

    Debt as a % of gross real estate assets   36.8%     37.9%   

  Adjusted EBITDA-annualized (a)  $  1,461,377   $  1,428,564   
  Add: annualized proforma NOI - Prologis share     137,205      145,888   
       1,598,582      1,574,452   
                                      
    Debt to Adjusted EBITDA (adjusted for development) ratio   6.10 x   6.38 x 
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Estimated Development Margin is calculated on developed properties as the contribution value or sales 
price minus estimated total investment, before closing costs, the impact of any deferred rents, taxes or 
third party promotes net of deferred amounts on contributions, divided by the estimated total investment.  
  
FFO, as defined by Prologis; Core FFO; Core AFFO (collectively referred to as “FFO”). FFO is a 
non-GAAP measure that is commonly used in the real estate industry. The most directly comparable 
GAAP measure to FFO is net earnings. Although the National Association of Real Estate Investment 
Trusts (“NAREIT”) has published a definition of FFO, modifications to the NAREIT calculation of FFO are 
common among REITs, as companies seek to provide financial measures that meaningfully reflect their 
business.  
  
FFO is not meant to represent a comprehensive system of financial reporting and does not present, nor 
do we intend it to present, a complete picture of our financial condition and operating performance. We 
believe net earnings computed under GAAP remains the primary measure of performance and that FFO is 
only meaningful when it is used in conjunction with net earnings computed under GAAP. Further, we 
believe our consolidated financial statements, prepared in accordance with GAAP, provide the most 
meaningful picture of our financial condition and our operating performance. 
  
NAREIT’s FFO measure adjusts net earnings computed under GAAP to exclude historical cost 
depreciation and gains and losses from the sales, along with impairment charges, of previously 
depreciated properties. We agree that these NAREIT adjustments are useful to investors for the following 
reasons: 
 
i. historical cost accounting for real estate assets in accordance with GAAP assumes, through 

depreciation charges, that the value of real estate assets diminishes predictably over time. NAREIT 
stated in its White Paper on FFO “since real estate asset values have historically risen or fallen with 
market conditions, many industry investors have considered presentations of operating results for real 
estate companies that use historical cost accounting to be insufficient by themselves.” Consequently, 
NAREIT’s definition of FFO reflects the fact that real estate, as an asset class, generally appreciates 
over time and depreciation charges required by GAAP do not reflect the underlying economic realities. 
 

ii. REITs were created as a legal form of organization in order to encourage public ownership of real 
estate as an asset class through investment in firms that were in the business of long-term ownership 
and management of real estate. The exclusion, in NAREIT’s definition of FFO, of gains and losses from 
the sales, along with impairment charges, of previously depreciated operating real estate assets allows 
investors and analysts to readily identify the operating results of the long-term assets that form the core 
of a REIT’s activity and assists in comparing those operating results between periods. We include the 
gains and losses (including impairment charges) from dispositions of land and development properties, 
as well as our proportionate share of the gains and losses (including impairment charges) from 
dispositions of development properties recognized by our unconsolidated entities, in our definition of 
FFO. 

  
 
Our FFO Measures 
  
At the same time that NAREIT created and defined its FFO measure for the REIT industry, it also 
recognized that “management of each of its member companies has the responsibility and authority to 
publish financial information that it regards as useful to the financial community.” We believe stockholders, 
potential investors and financial analysts who review our operating results are best served by a defined 
FFO measure that includes other adjustments to net earnings computed under GAAP in addition to those 
included in the NAREIT defined measure of FFO. Our FFO measures are used by management in 
analyzing our business and the performance of our properties and we believe that it is important that 
stockholders, potential investors and financial analysts understand the measures management uses. 
  

We use these FFO measures, including by segment and region, to: (i) evaluate our performance and the 
performance of our properties in comparison to expected results and results of previous periods, relative 
to resource allocation decisions; (ii) evaluate the performance of our management; (iii) budget and 
forecast future results to assist in the allocation of resources; (iv) assess our performance as compared to 
similar real estate companies and the industry in general; and (v) evaluate how a specific potential 
investment will impact our future results. Because we make decisions with regard to our performance with 
a long-term outlook, we believe it is appropriate to remove the effects of short-term items that we do not 
expect to affect the underlying long-term performance of the properties. The long-term performance of our 
properties is principally driven by rental income. While not infrequent or unusual, these additional items we 
exclude in calculating FFO, as defined by Prologis, are subject to significant fluctuations from period to 
period that cause both positive and negative short-term effects on our results of operations in inconsistent 
and unpredictable directions that are not relevant to our long-term outlook. 
  
We use our FFO measures as supplemental financial measures of operating performance. We do not use 
our FFO measures as, nor should they be considered to be, alternatives to net earnings computed under 
GAAP, as indicators of our operating performance, as alternatives to cash from operating activities 
computed under GAAP or as indicators of our ability to fund our cash needs. 
  
FFO, as defined by Prologis 
  
To arrive at FFO, as defined by Prologis, we adjust the NAREIT defined FFO measure to exclude: 
 
i. deferred income tax benefits and deferred income tax expenses recognized by our subsidiaries; 

 
ii. current income tax expense related to acquired tax liabilities that were recorded as deferred tax 

liabilities in an acquisition, to the extent the expense is offset with a deferred income tax benefit in 
GAAP earnings that is excluded from our defined FFO measure; 
 

iii. foreign currency exchange gains and losses resulting from debt transactions between us and our 
foreign consolidated subsidiaries and our foreign unconsolidated entities; 
 

iv. foreign currency exchange gains and losses from the remeasurement (based on current foreign 
currency exchange rates) of certain third party debt of our foreign consolidated subsidiaries and our 
foreign unconsolidated entities; and   
 

v. mark-to-market adjustments and related amortization of debt discounts associated with derivative 
financial instruments. 

  
We calculate FFO, as defined by Prologis for our unconsolidated entities on the same basis as we 
calculate our FFO, as defined by Prologis.  
  
We believe investors are best served if the information that is made available to them allows them to align 
their analysis and evaluation of our operating results along the same lines that our management uses in 
planning and executing our business strategy. 
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Core FFO 
  
In addition to FFO, as defined by Prologis, we also use Core FFO. To arrive at Core FFO, we adjust FFO, 
as defined by Prologis, to exclude the following recurring and non-recurring items that we recognized 
directly or our share of these items recognized by our unconsolidated entities to the extent they are 
included in FFO, as defined by Prologis: 

i. gains or losses from acquisition, contribution or sale of land or development properties; 

ii. income tax expense related to the sale of investments in real estate and third-party acquisition costs 

related to the acquisition of real estate; 

iii. impairment charges recognized related to our investments in  real estate generally as a result of our 

change in intent to contribute or sell these properties;  

iv. gains or losses from the early extinguishment of debt; 

v. merger, acquisition and other integration expenses; and 

vi. expenses related to natural disasters. 
  
We believe it is appropriate to further adjust our FFO, as defined by Prologis for certain recurring items as 
they were driven by transactional activity and factors relating to the financial and real estate markets, 
rather than factors specific to the on-going operating performance of our properties or investments. The 
impairment charges we have recognized were primarily based on valuations of real estate, which had 
declined due to market conditions, that we no longer expected to hold for long-term investment. Over the 
last few years, we made it a priority to strengthen our financial position by reducing our debt, our 
investment in certain low yielding assets and our exposure to foreign currency exchange fluctuations.  As 
a result, we changed our intent to sell or contribute certain of our real estate properties and recorded 
impairment charges when we did not expect to recover the costs of our investment. Also, we have 
purchased portions of our debt securities when we believed it was advantageous to do so, which was 
based on market conditions, and in an effort to lower our borrowing costs and extend our debt maturities. 
As a result, we have recognized net gains or losses on the early extinguishment of certain debt due to the 
financial market conditions at that time.  
  
We have also adjusted for some non-recurring items. The merger, acquisition and other integration 
expenses included costs we incurred in 2011 and 2012 associated with the merger with AMB Property 
Corporation and ProLogis and the acquisition of our co-investment venture Prologis European Properties 
and the integration of our systems and processes. In addition, we and our co-investment ventures make 
acquisitions of real estate and we believe the costs associated with these transactions are transaction 
based and not part of our core operations. 
  
We analyze our operating performance primarily by the rental income of our real estate and the revenue 
driven by our investment management business, net of operating, administrative and financing expenses. 
This income stream is not directly impacted by fluctuations in the market value of our investments in real 
estate or debt securities.  As a result, although these items have had a material impact on our operations 
and are reflected in our financial statements, the removal of the effects of these items allows us to better 
understand the core operating performance of our properties over the long-term.  
  
We use Core FFO, including by segment and region, to: (i) evaluate our performance and the 
performance of our properties in comparison to expected results and results of previous periods, relative 
to resource allocation decisions; (ii) evaluate the performance of our management; (iii) budget and 
forecast future results to assist in the allocation of resources; (iv) provide guidance to the financial markets 
to understand our expected operating performance; (v) assess our operating performance as compared  
to similar real estate companies and the industry in general; and (vi) evaluate how a specific potential 
investment will impact our future results. Because we make decisions with regard to our performance with 
a long-term outlook, we believe it is appropriate to remove the effects of items that we do not expect to 
affect the underlying long-term performance of the properties we own. As noted above, we believe the 
long-term performance of our properties is principally driven by rental income. We believe investors are 
best served if the information that is made available to them allows them to align their analysis and 

evaluation of our operating results along the same lines that our management uses in planning and 
executing our business strategy.   
Core AFFO 
  
To arrive at Core AFFO, we adjust Core FFO to further exclude our share of; (i) straight-line rents; (ii) 
amortization of above- and below-market lease intangibles; (iii) recurring capital expenditures; (iv) 
amortization of management contracts; (v) amortization of debt premiums and discounts, net of amounts 
capitalized, and; (vi) stock compensation expense. 
  
We believe Core AFFO provides a meaningful indicator of our ability to fund cash needs, including cash 
distributions to our stockholders.  
  
Limitations on Use of our FFO Measures 
  
While we believe our defined FFO measures are important supplemental measures, neither NAREIT’s nor 
our measures of FFO should be used alone because they exclude significant economic components of net 
earnings computed under GAAP and are, therefore, limited as an analytical tool. Accordingly, these are 
only a few of the many measures we use when analyzing our business.  Some of these limitations are: 
 
• The current income tax expenses and acquisition costs that are excluded from our defined FFO 

measures represent the taxes and transaction costs that are payable. 
• Depreciation and amortization of real estate assets are economic costs that are excluded from FFO. 

FFO is limited, as it does not reflect the cash requirements that may be necessary for future 
replacements of the real estate assets. Further, the amortization of capital expenditures and leasing 
costs necessary to maintain the operating performance of industrial properties are not reflected in FFO. 

• Gains or losses from property acquisitions and dispositions or impairment charges related to expected 
dispositions represent changes in value of the properties. By excluding these gains and losses, FFO 
does not capture realized changes in the value of acquired or disposed properties arising from changes 
in market conditions. 

• The deferred income tax benefits and expenses that are excluded from our defined FFO measures 
result from the creation of a deferred income tax asset or liability that may have to be settled at some 
future point. Our defined FFO measures do not currently reflect any income or expense that may result 
from such settlement. 

• The foreign currency exchange gains and losses that are excluded from our defined FFO measures are 
generally recognized based on movements in foreign currency exchange rates through a specific point 
in time. The ultimate settlement of our foreign currency-denominated net assets is indefinite as to 
timing and amount. Our FFO measures are limited in that they do not reflect the current period changes 
in these net assets that result from periodic foreign currency exchange rate movements.   

• The gains and losses on extinguishment of debt that we exclude from our Core FFO, may provide a 
benefit or cost to us as we may be settling our debt at less or more than our future obligation.  

• The merger, acquisition and other integration expenses and the natural disaster expenses that we 
exclude from Core FFO are costs that we have incurred.  

  
We compensate for these limitations by using our FFO measures only in conjunction with net earnings 
computed under GAAP when making our decisions. This information should be read with our complete 
consolidated financial statements prepared under GAAP. To assist investors in compensating for these 
limitations, we reconcile our defined FFO measures to our net earnings computed under GAAP. Please 
see our 4th quarter 2013 earnings supplemental for a reconciliation of FFO to net earnings (loss). 
  
Fixed Charge Coverage is defined as Adjusted EBITDA divided by total fixed charges. Fixed charges 
consist of net interest expense adjusted for amortization of finance costs and debt discount (premium), 
capitalized interest, and preferred stock dividends. Prologis uses fixed charge coverage to measure its 
liquidity. Prologis believes that the fixed charge coverage is relevant and useful to investors because it 
allows fixed income investors to measure Prologis’ ability to meet its interest payments on outstanding 
debt, make distributions to its preferred unitholders and pay dividends to its preferred stockholders. 
Prologis’ computation of fixed charge coverage is not calculated in accordance with applicable SEC rules 
and may not be comparable to fixed charge coverage reported by other companies. 
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General and Administrative Expenses (“G&A”)  
were as follows (in thousands): 
 
 
 
 
 
 
 
 
 
 
We capitalize certain costs directly related to our development and leasing activities. Capitalized G&A  
expenses include salaries and related costs as well as other G&A costs.  The capitalized costs were as 
follows (in thousands): 
 
 
 
 
 
 
 
 

 
 
G&A as a percent of Assets Under Management (in thousands): 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
G&A as a percent of Assets Under Management – Prologis Share (in thousands): 
 
 
 
 
 
 
 
 
 
 
 
 
(a)  Includes total investment management revenue and expenses for the year ended December 31, 2013, less any 

promote revenue and expense recorded during the year. 

Global Markets comprise the largest, most liquid markets benefiting from demand tied to global trade. 
These markets are defined by large population centers with high consumption per capita and typically 
feature major seaports, airports, and other transportation infrastructure tied to global trade.  While initial 
returns might be lower, global markets tend to outperform overall markets in terms of growth and total 
return.  
  
Interest Expense consisted of the following (in thousands): 
 
 
 
 
 
 
 
 
 
 
 
 
Investment Management NOI represents investment management income less investment management 
expenses. 
  
Market Equity is defined as the total number of outstanding shares of our common stock and common 
limited partnership units multiplied by the closing price per share of our common stock at period end. 
  
Net Asset Value (“NAV”). We consider NAV to be a useful supplemental measure of our operating 
performance because it enables both management and investors to estimate the fair value of our 
business. The assessment of the fair value of a particular segment of our business is subjective in that it 
involves estimates and can be calculated using various methods. Therefore, in our 4th quarter 2013 
earnings supplemental, we have presented the financial results and investments related to our business 
segments that we believe are important in calculating our NAV but have not presented any specific 
methodology nor provided any guidance on the assumptions or estimates that should be used in the 
calculation. 
  
The components of NAV do not consider the potential changes in rental and fee income streams or the 
franchise value associated with our global operating platform, investment management platform, or 
development platform.  
  
Net Operating Income (“NOI”) represents rental income less rental expenses. 
 
Operating Portfolio includes stabilized operating industrial properties we own or that we manage and are 
owned by an unconsolidated investee accounted for by the equity method of accounting. 
  
Operating Segments – Real Estate Operations represents the direct long-term ownership of industrial 
properties, including land and the development of properties.  
  
Operating Segments – Investment Management represents the management of unconsolidated co-
investment ventures and other unconsolidated joint ventures and the properties they own.  
 
Pre-stabilized Development represents properties that are complete but have not yet reached 
Stabilization. 
 
 

  Three Months Ended     Twelve Months Ended 

  December 31,     December 31, 

    2013   2012     2013   2012 

Gross overhead    $112,573   $106,878     $434,933   $394,845 

Less: rental expense    (8,239)   (9,516)     (32,918)   (35,954) 

Less: investment management expenses    (22,340)   (16,134)     (89,278)   (63,820) 

Capitalized amounts (18,927) (20,620) (83520) 
Capitalized amounts    (18,927)   (20,620)     (83,530)   (67,003) 

G&A   $63,067   $60,608     $229,207   $228,068 

  Three Months Ended     Twelve Months Ended 

  December 31,     December 31, 

    2013   2012     2013   2012 

Development activities    $14,659   $14,027     $64,113 $ $42,417 

Leasing activities    4,122   5,354     18,301   23,183 

Costs related to internally developed software    146   1,239     1,116   1,403 

Total capitalized G&A   $18,927   $20,620     $83,530 $ $67,003 

Annual gross overhead  $ 434,933 

Less: annual rental expenses    (32,918) 

Less: annual capitalized amounts    (83,530) 

Adjusted G&A  $ 318,485 

          

Operating properties  $ 41,631,829 

Development portfolio - TEI    2,369,524 

Land portfolio    1,585,251 

Other real estate investments    486,230 

Assets held for sale    4,042 

Total Assets Under Management  $ 46,076,876 
          

G&A as % of Assets Under Management       0.69% 

Annual G&A  $ 229,207 

Less: annual investment management income (a)    (173,106) 

Add: annual investment management expenses (a)    85,006 

Adjusted G&A  $ 141,107 
Operating properties - Prologis share  $ 25,007,679 

Development portfolio - Prologis share of TEI    2,028,519 

Land portfolio - Prologis share    1,542,362 

Other real estate investments    486,230 

Assets held for sale    4,042 

Total Assets Under Management - Prologis share  $ 29,068,832 
          

G&A as % of Assets Under Management - Prologis share       0.49% 

    Three Months Ended   Twelve Months Ended 

    December 31,   December 31, 

      2013     2012     2013     2012 

Gross interest expense     $ 110,274   $ 142,942   $ 471,923   $ 578,518 

Amortization of discount (premium), net       (8,501)     (10,273)     (39,015)     (36,687) 

Amortization of deferred loan costs       3,908     3,748     14,374     16,781 

Interest expense before capitalization       105,681     136,417     447,282     558,612 

Capitalized amounts       (17,849)     (13,343)     (67,955)     (53,397) 

Net interest expense   $ 87,832   $ 123,074   $ 379,327   $ 505,215 
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Pro forma Adjusted Cash NOI for the properties in our operating portfolio reflects the NOI for a full 
quarter of operating properties that were acquired, contributed or stabilized during the quarter. Pro forma 
NOI for the properties in our development portfolio is based on current total expected investment and an 
estimated stabilized yield.  
  
A reconciliation of our rental income and rental expenses, computed under GAAP, to adjusted net 
operating income (NOI) for the operating portfolio for purposes of the Net Asset Value calculation is as 
follows: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Regional Markets, similar to global markets, also benefit from large-population centers and demand. 
They are located at key crossroads in the supply chain and/or near economic centers for leading national 
or global industries. Our assets reflect the highest quality class-A product in that market and are often less 
supply- constrained and focus on delivering bulk goods to customers.  
  
Rent Change on Rollover represents the change on operating portfolio properties in effective rental rates 
(average rate over the lease term) on new and renewed leases signed during the period as compared with 
the previous effective rental rates in that same space. 
 
Rental Income includes the following (in thousands): 
 
 
 
 
 
 
 
 
 
 
 
Same Store. We evaluate the operating performance of the industrial operating properties we own and 

manage using a “same store” analysis because the population of properties in this analysis is consistent 
from period to period, thereby eliminating the effects of changes in the composition of the portfolio on 
performance measures. We include all consolidated properties, and properties owned by unconsolidated 
co-investment ventures that are managed by us and in which we have an equity interest (referred to as 
“unconsolidated entities”), in our same store analysis. We have defined the same store portfolio, for the 
quarter ended December 31, 2013, as those operating properties in operation at January 1, 2012 that 
were in operation throughout the full periods in both 2012 and 2013 either by Prologis or their 
unconsolidated entities. We have removed all properties that were disposed of to a third party from the 
population for both periods. We believe the factors that impact rental income, rental expenses and net 
operating income in the same store portfolio are generally the same as for the total operating portfolio. In 
order to derive an appropriate measure of period-to-period operating performance, we remove the effects 
of foreign currency exchange rate movements by using the current exchange rate to translate from local 
currency into U.S. dollars, for both periods, to derive the same store results.  
  
Same Store - NOI - adjusted cash – represents Same Store Rental Income less Same Store Rental 
Expenses using amounts derived from the GAAP financial statements for the properties included in the 
Same Store portfolio and adjusted to exclude non-cash items that are in the GAAP financial statements. 
These adjustments include straight line rent adjustments and adjustments related to purchase accounting 
to reflect leases at fair value at the time of acquisition. 
  
Same Store Average Occupancy represents the average occupied percentage for the period.  
  
Same Store Rental Expense represents gross property operating expenses.  In computing the 
percentage change in rental expenses for the same store analysis, rental expenses include property 
management expenses for our direct owned properties based on the property management fee that has 
been computed as provided in the individual agreements under which our wholly owned management 
companies provide property management services to each property (generally, the fee is based on a 
percentage of revenues). 
  
Same Store Rental Income includes the amount of rental expenses that are recovered from customers 
under the terms of their respective lease agreements. In computing the percentage change in rental 
income for the same store analysis, rental income (as computed under GAAP) is adjusted to remove the 
net termination fees recognized for each period. Removing the net termination fees for the same store 
calculation allows us to evaluate the growth or decline in each property's rental income without regard to 
items that are not indicative of the property's recurring operating performance. 
  
Stabilization is defined when a property that was developed has been completed for one year or is 90% 
occupied. Upon stabilization, a property is moved into our operating portfolio. 
 
Tenant Retention is the square footage of all leases rented by existing tenants divided by the square 
footage of all expiring and rented leases during the reporting period, excluding the square footage of tenants  
that default or buy-out prior to expiration of their lease, short-term tenants and the square footage of 
month-to-month leases. 
  
Total Estimated Investment (“TEI”) represents total estimated cost of development or expansion, 
including land, development and leasing costs. TEI is based on current projections and is subject to 
change. Non-U.S. dollar investments are translated to U.S. dollars using the exchange rate at period end 
or the date of development start for purposes of calculating development starts in any period. 
  
Total Market Capitalization is defined as market equity plus our share of total debt and preferred stock. 
   
 

Calculation of Adjusted Cash NOI (in thousands):     

Rental income    $  379,208 

Rental expenses       (104,936) 

NOI       274,272 

Net termination fees and adjustments (a)       (1,357) 

Less: Actual NOI for development portfolio and other       (10,316) 

Less: NOI on contributed properties (b)       (9,133) 

Adjusted NOI for operating portfolio owned at December 31, 2013      253,466 

Straight-lined rents (c)        (8,345) 

Free rent (c)        9,284 

Amortization of lease intangibles (c)       7,734 

Fourth quarter Adjusted Cash NOI   $  262,139 

            
(a) Net termination fees generally represent the gross fee negotiated at the time a customer is allowed to terminate its 

lease agreement offset by that customer's rent leveling asset or liability, if any, that has been previously recognized 

under GAAP.  Removing the net termination fees from rental income allows for the calculation of pro forma NOI to 
include only rental income that is indicative of the property's recurring operating performance. 

    

    
    
(b) The actual NOI for properties that were contributed and not part of discontinued operations during the three-month 

period is removed. 
    
(c) Straight-lined rents, adjusted for free rent amounts, and amortization of above and below market leases are removed 

from rental income computed under GAAP for the operating portfolio to allow for the calculation of a cash yield. 
  

  Three Months Ended     Twelve Months Ended 

  December 31,     December 31, 

    2013     2012     2013     2012 

Rental income  $ 300,278   $ 372,964   $ 1,216,121   $ 1,438,597 

Amortization of lease intangibles    (8,150)     (10,013)     (34,465)     (39,014) 

Rental expense recoveries    77,581     92,110     331,518     364,320 

Straight-lined rents    9,499     15,233     46,319     59,878 

  $ 379,208   $ 470,294   $ 1,559,493   $ 1,823,781 
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Turnover Costs represent the costs incurred in connection with the signing of a lease, including leasing 
commissions and tenant improvements.  Tenant improvements include costs to prepare a space for a new 
tenant and for a lease renewal with the same tenant. It excludes costs to prepare a space that is being 
leased for the first time (i.e. in a new development property).  
  
Value-Added Acquisitions (“VAA”) are properties which Prologis acquires as part of management’s 
current belief that the discount in pricing attributed to the operating challenges of the property could 
provide greater returns, once stabilized, than the returns of stabilized properties, which are not value 
added acquisitions. Value Added Acquisitions must have one or more of the following characteristics: (i) 
existing vacancy in excess of 20%; (ii) short -term lease roll-over, typically during the first two years of 
ownership; (iii) significant capital improvement requirements in excess of 10% of the purchase price and 
must be invested within the first two years of ownership.  
  
Value-Added Conversions (“VAC”) represent the repurposing of industrial properties to a higher and 
better use, including office, residential, retail, research and development, data center, self storage or 
manufacturing with the intent to ultimately sell the property once repositioned. Activities required to 
prepare the property for conversion to a higher and better use may include such activities as re-zoning, re-
designing, re-constructing, and re-tenanting. The economic gain on sales of value added conversions 
represents the amount by which the sales proceeds exceed our original cost in dollars and percentages. 
  
Value Creation represents the value that will be created through our development and leasing activities at 
Stabilization. We calculate value by estimating the NOI that the property will generate at Stabilization and 
applying an estimated stabilized cap rate applicable to that property. The value creation is calculated as 
the amount by which the estimated value exceeds our total expected investment and does not include any 
fees or promotes we may earn.  
  
Weighted Average Estimated Stabilized Yield is calculated as NOI adjusted to reflect stabilized 
occupancy divided by Acquisition Cost or TEI, as applicable. 


