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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549
FORM 10-Q
(Mark One)
v QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the Quarterly Period Ended June 30, 2011
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the Transition Period from to

Commission file number 1-13045

IRON MOUNTAIN INCORPORATED

(Exact Name of Registrant as Specified in Its Charter)

Delaware 23-2588479
(State or other Jurisdiction of (LR.S. Employer
Incorporation or Organization) Identification No.)

745 Atlantic Avenue, Boston, MA 02111
(Address of Principal Executive Offices, Including Zip Code)

(617) 535-4766
(Registrant's Telephone Number, Including Area Code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yesy No o
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Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period
that the registrant was required to submit and post such files). Yesy Noo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a small reporting
company. See the definitions of "large accelerated filer," "accelerated filer" and "smaller reporting company" in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filer y Accelerated filer o Non-accelerated filer o Smaller reporting company o

(Do not check if a
smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yeso Noy

Number of shares of the registrant's Common Stock at July 25, 2011: 203,145,012
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Part I. Financial Information

Item 1. Unaudited Consolidated Financial Statements

IRON MOUNTAIN INCORPORATED
CONSOLIDATED BALANCE SHEETS

(In Thousands, except Share and Per Share Data)

(Unaudited)
December 31, June 30,
2010 2011
ASSETS
Current Assets:
Cash and cash equivalents $ 258,693 $ 271,424
Restricted cash 35,105 35,108
Accounts receivable (less allowances of $21,545 and $23,258,
respectively) 533,070 577,616
Deferred income taxes 37,565 51,702
Prepaid expenses and other 138,643 120,670
Assets of discontinued operations (see Note 10) 202,726 13,126
Total Current Assets 1,205,802 1,069,646
Property, Plant and Equipment:
Property, plant and equipment 4,178,652 4,298,306
Less Accumulated depreciation (1,702,825) (1,820,107)
Property, Plant and Equipment, net 2,475,827 2,478,199
Other Assets, net:
Goodwill 2,282,137 2,358,129
Customer relationships and acquisition costs 387,779 450,108
Deferred financing costs 29,146 32,103
Other 29,042 22,514
Total Other Assets, net 2,728,104 2,862,854
Total Assets $ 6,409,733 $ 6,410,699
LIABILITIES AND EQUITY
Current Liabilities:
Current portion of long-term debt $ 96,603 $ 66,199
Accounts payable 145,089 133,633
Accrued expenses 385,056 422,402
Deferred revenue 173,676 172,816
Liabilities of discontinued operations (see Note 10) 57,222 3,342
Total Current Liabilities 857,646 798,392
Long-term Debt, net of current portion 2,912,465 2,866,920
Other Long-term Liabilities 86,605 85,732
Deferred Rent 95,860 95,709
Deferred Income Taxes 493,895 501,837

Commitments and Contingencies (see Note 8)
Equity:
Iron Mountain Incorporated Stockholders' Equity:

Preferred stock (par value $0.01; authorized 10,000,000 shares;

none issued and outstanding)
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Common stock (par value $0.01; authorized 400,000,000 shares;
issued and outstanding 200,064,066 shares and 202,871,443

shares, respectively) 2,001 2,029
Additional paid-in capital 1,228,655 1,047,150
Retained earnings 695,707 933,626
Accumulated other comprehensive items, net 29,482 70,801
Total Iron Mountain Incorporated Stockholders' Equity 1,955,845 2,053,606
Noncontrolling Interests 7,417 8,503
Total Equity 1,963,262 2,062,109
Total Liabilities and Equity $ 6,409,733 $ 6,410,699

The accompanying notes are an integral part of these consolidated financial statements.
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IRON MOUNTAIN INCORPORATED
CONSOLIDATED STATEMENTS OF OPERATIONS
(In Thousands, except Per Share Data)
(Unaudited)
Three Months Ended
June 30,
2010 2011
Revenues:
Storage (see Note 2.q.) $ 398,131 $ 420,568
Service (see Note 2.q.) 326,652 342,321
Total Revenues 724,783 762,889
Operating Expenses:
Cost of sales (excluding depreciation and amortization) 294,681 311,382
Selling, general and administrative 196,775 224,569
Depreciation and amortization 75,499 79,778
(Gain) Loss on disposal/writedown of property, plant and equipment, net (139) (211)
Total Operating Expenses 566,816 615,518
Operating Income (Loss) 157,967 147,371
Interest Expense, Net (includes Interest Income of $368 and $493, respectively) 52,617 49,011
Other Expense (Income), Net 4,148 2,657
Income (Loss) from Continuing Operations Before Provision (Benefit) for Income Taxes 101,202 95,703
Provision (Benefit) for Income Taxes 52,274 30,173
Income (Loss) from Continuing Operations 48,928 65,530
Income (Loss) from Discontinued Operations (see Note 10), Net of Tax (7,176) (5,832)
Gain (Loss) on Sale of Discontinued Operations (see Note 10), Net of Tax 193,349
Net Income (Loss) 41,752 253,047
Less: Net Income (Loss) Attributable to Noncontrolling Interests 460 363
Net Income (Loss) Attributable to Iron Mountain Incorporated $ 41292 $ 252,684
Earnings per Share Basic:
Income (Loss) from Continuing Operations $ 024 $ 0.32
Total Income (Loss) from Discontinued Operations $ 0.04) $ 0.93
Net Income (Loss) Attributable to Iron Mountain Incorporated $ 020 $ 1.25
Earnings per Share Diluted:
Income (Loss) from Continuing Operations $ 024 $ 0.32
Total Income (Loss) from Discontinued Operations $ 0.04) $ 0.92
Net Income (Loss) Attributable to Iron Mountain Incorporated $ 020 $ 1.24



Edgar Filing: IRON MOUNTAIN INC - Form 10-Q

Weighted Average Common Shares Outstanding Basic 203,006 201,653
Weighted Average Common Shares Outstanding Diluted 204,210 203,311
Dividends Declared per Common Share $ 00625 $ 0.2500

The accompanying notes are an integral part of these consolidated financial statements.

4
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IRON MOUNTAIN INCORPORATED

CONSOLIDATED STATEMENTS OF OPERATIONS (Continued)

(In Thousands, except Per Share Data)

(Unaudited)

Revenues:
Storage (see Note 2.q.) $
Service (see Note 2.q.)

Total Revenues
Operating Expenses:
Cost of sales (excluding depreciation and amortization)
Selling, general and administrative
Depreciation and amortization
(Gain) Loss on disposal/writedown of property, plant and equipment, net

Total Operating Expenses
Operating Income (Loss)
Interest Expense, Net (includes Interest Income of $790 and $1,044, respectively)
Other Expense (Income), Net

Income (Loss) from Continuing Operations Before Provision (Benefit) for Income Taxes
Provision (Benefit) for Income Taxes

Income (Loss) from Continuing Operations
Income (Loss) from Discontinued Operations (see Note 10), Net of Tax
Gain (Loss) on Sale of Discontinued Operations (see Note 10), Net of Tax

Net Income (Loss)
Less: Net Income (Loss) Attributable to Noncontrolling Interests

Net Income (Loss) Attributable to Iron Mountain Incorporated $

Earnings per Share Basic:

Income (Loss) from Continuing Operations $
Total Income (Loss) from Discontinued Operations $
Net Income (Loss) Attributable to Iron Mountain Incorporated $

Earnings per Share Diluted:
Income (Loss) from Continuing Operations $

Total Income (Loss) from Discontinued Operations $

Net Income (Loss) Attributable to Iron Mountain Incorporated $

Six Months Ended
June 30,

2010 2011
796,378 $ 837,651
653,985 675,530

1,450,363 1,513,181
605,770 630,865
396,560 439,696
151,113 160,857

(1,156) 512

1,152,287 1,231,930
298,076 281,251
105,533 97,998

12,908 (6,296)
179,635 189,549
97,482 46,858
82,153 142,691

(14,562) (8,374)
193,349
67,591 327,666
733 1,522
66,858 $ 326,144
040 $ 0.71
0.07) $ 0.92
033 $ 1.62
040 $ 0.71
0.07) $ 0.91
033 $ 1.61
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Weighted Average Common Shares Outstanding Basic 203,294 200,941
Weighted Average Common Shares Outstanding Diluted 204,458 202,281
Dividends Declared per Common Share $ 0.1250 $ 0.4375

The accompanying notes are an integral part of these consolidated financial statements.
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Balance,
December 31, 2009
Issuance of shares
under employee stock
purchase plan and
option plans and
stock-based
compensation,
including tax benefit
of $1,284
Stock options issued in
connection with an
acquisition
Stock repurchases
Parent cash dividends
(see Note 9)
Comprehensive
Income (Loss):
Currency translation
adjustment
Net income (loss)

Comprehensive
Income (Loss)

Noncontrolling
interests dividends

Balance, June 30,
2010

Balance,

December 31, 2010
Issuance of shares
under employee stock
purchase plan and
option plans and
stock-based
compensation,
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IRON MOUNTAIN INCORPORATED

CONSOLIDATED STATEMENTS OF EQUITY

(In Thousands, except Share Data)

(Unaudited)

Iron Mountain Incorporated Stockholders' Equity

Accumulated
Comprehensive Common Stock Additional Other
Income Paid-in Retained ComprehensiNoncontrolling
Total (Loss) Shares Amounts Capital Earnings Items, Net Interests
$2,157471 $ 203,546,757 $ 2,035 $ 1,298,657 $825014 $§ 27,661 $ 4,104
21,392 614,536 6 21,386
1,997 1,997
(54,316) (2,185,643) (21) (54,295)
(25,361) (25,361)
(52,008) (52,008) (51,624) (384)
67,591 67,591 66,858 733
$ 15583
(711) (711)
$2,116,055 201,975,650 $ 2,020 $ 1,267,745 $866,511 $ (23,963) $§ 3,742
Iron Mountain Incorporated Stockholders' Equity
Accumulated
Comprehensive Common Stock Additional Other
Income Paid-in Retained Comprehensi¥encontrolling
Total (Loss) Shares Amounts Capital Earnings Items, Net Interests
$1,963,262 $ 200,064,066 $ 2,001 $ 1,228,655 $695,707 $ 29,482 $ 7417
79,493 3,191,546 32 79,461

10
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including tax benefit of

$57

Stock repurchases (260,970)
Parent cash dividends

(see Note 9) (88,225)
Comprehensive

Income (Loss):
Currency translation
adjustment 41,474 41,474
Net income (loss) 327,666 327,666

Comprehensive
Income (Loss) $ 369,140

Noncontrolling
interests equity
contributions 217
Noncontrolling
interests dividends (808)

Balance, June 30,
2011 $2,062,109

(384,169) “4)

202,871,443 $ 2,029 §

(260,966)

(88,225)

326,144

1,047,150 $ 933,626 $

41,319

70,801 $

The accompanying notes are an integral part of these consolidated financial statements.
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IRON MOUNTAIN INCORPORATED

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(In Thousands)
(Unaudited)
Three Months Ended
June 30,
2010 2011
Net Income (Loss) $ 41,752 $ 253,047
Other Comprehensive Income (Loss):

Foreign Currency Translation Adjustments (32,450) 18,996
Total Other Comprehensive (Loss) Income (32,450) 18,996
Comprehensive Income (Loss) 9,302 272,043

Comprehensive Income (Loss) Attributable to Noncontrolling Interests 156 558
Comprehensive Income (Loss) Attributable to Iron Mountain Incorporated $ 9,146 $ 271,485

Six Months Ended
June 30,
2010 2011
Net Income (Loss) $ 67,591 $ 327,666
Other Comprehensive Income (Loss):

Foreign Currency Translation Adjustments (52,008) 41,474
Total Other Comprehensive (Loss) Income (52,008) 41,474
Comprehensive Income (Loss) 15,583 369,140

Comprehensive Income (Loss) Attributable to Noncontrolling Interests 349 1,677
Comprehensive Income (Loss) Attributable to Iron Mountain Incorporated $ 15234 $ 367,463

The accompanying notes are an integral part of these consolidated financial statements.

12



Edgar Filing: IRON MOUNTAIN INC - Form 10-Q

Table of Contents

IRON MOUNTAIN INCORPORATED

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In Thousands)

(Unaudited)

Cash Flows from Operating Activities:
Net income (loss)
(Income) Loss from discontinued operations (see Note 10)
(Gain) Loss on sale of discontinued operations (see Note 10)
Adjustments to reconcile net income (loss) to cash flows from operating activities:
Depreciation
Amortization (includes deferred financing costs and bond discount of $2,647 and $2,857, respectively)
Stock-based compensation expense
Provision for deferred income taxes
Loss on early extinguishment of debt, net
(Gain) Loss on disposal/writedown of property, plant and equipment, net
Foreign currency transactions and other, net
Changes in Assets and Liabilities (exclusive of acquisitions):
Accounts receivable
Prepaid expenses and other current assets
Accounts payable
Accrued expenses, deferred revenue and other current liabilities
Other assets and long-term liabilities

Cash Flows from Operating Activities Continuing Operations
Cash Flows from Operating Activities Discontinued Operations

Cash Flows from Operating Activities
Cash Flows from Investing Activities:
Capital expenditures
Cash paid for acquisitions, net of cash acquired
Investment in restricted cash
Additions to customer relationship and acquisition costs
Proceeds from sales of property and equipment and other, net

Cash Flows from Investing Activities Continuing Operations
Cash Flows from Investing Activities Discontinued Operations

Cash Flows from Investing Activities

Cash Flows from Financing Activities:
Repayment of revolving credit and term loan facilities and other debt
Proceeds from revolving credit and term loan facilities and other debt
Early retirement of senior subordinated notes
Debt financing (repayment to) and equity contribution from (distribution to) noncontrolling interests, net
Stock repurchases
Parent cash dividends
Proceeds from exercise of stock options and employee stock purchase plan
Excess tax benefits from stock-based compensation
Payment of debt financing costs

Cash Flows from Financing Activities Continuing Operations
Cash Flows from Financing Activities Discontinued Operations

Cash Flows from Financing Activities

Six Months Ended
June 30,
2010 2011
$ 67,591 $ 327,666
14,562 8,374
(193,349)
138,509 146,725
15,251 16,989
9,117 8,039
2,685 2,376
993
(1,156) 512
22,702 (6,134)
4,676 (35,866)
8,150 (9,966)
(17,414) 2,404
(8,456) (24,329)
14,120 (3,224)
270,337 241,210
(2,239) 1,847
268,098 243,057
(131,067) (99,396)
(11,764) (75,172)
(35,102) 3)
(5,469) (11,077)
10,961 (428)
(172,441) (186,076)
(118,127) 376,563
(290,568) 190,487
(65,749)  (1,593,705)
39,257 1,676,069
(231,255)
(65) 480
(50,564) (260,970)
(12,720) (75,044)
9,174 69,501
1,284 57
(8,217)
(79,383) (423,084)
196 411)
(79,187) (423,495)

13
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Effect of Exchange Rates on Cash and Cash Equivalents

(Decrease) Increase in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Period

Cash and Cash Equivalents, End of Period

Supplemental Information:
Cash Paid for Interest

Cash Paid for Income Taxes

Non-Cash Investing and Financing Activities:
Capital Leases

Accrued Capital Expenditures
Dividends Payable

Unsettled Purchases of Parent Common Stock

The accompanying notes are an integral part of these consolidated financial statements.
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(4,520)

(106,177)
446,656

$ 340,479

$ 113,198

$ 66,669

$ 21,276
$ 22904
$ 12,641

$ 3,752

$

2,682

12,731
258,693

271,424

107,542

68,601

16,204

17,058

50,695
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IRON MOUNTAIN INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In Thousands, Except Share and Per Share Data)
(Unaudited)
(1) General

The interim consolidated financial statements are presented herein without audit and, in the opinion of management, reflect all adjustments
of a normal recurring nature necessary for a fair presentation. Interim results are not necessarily indicative of results for a full year. We are a
global full-service provider of information management and related services for all media in various locations throughout North America,
Europe, Latin America and Asia Pacific. We have a diversified customer base comprised of commercial, legal, banking, health care, accounting,
insurance, entertainment and government organizations.

The unaudited consolidated financial statements have been prepared pursuant to the rules and regulations of the Securities and Exchange
Commission ("SEC"). Certain information and footnote disclosures normally included in the annual financial statements prepared in accordance
with accounting principles generally accepted in the United States of America ("GAAP") have been omitted pursuant to those rules and
regulations, but we believe that the disclosures are adequate to make the information presented not misleading. The consolidated financial
statements and notes included herein should be read in conjunction with the annual consolidated financial statements and notes for the year
ended December 31, 2010 included in our Annual Report on Form 10-K filed on March 1, 2011.

In August 2010, Iron Mountain Incorporated ("IMI") divested the domain name management product line of its digital business (the
"Domain Name Product Line"). On June 2, 2011, IMI completed the sale (the "Digital Sale") of its online backup and recovery, digital archiving
and eDiscovery solutions businesses of its digital business (the "Digital Business") to Autonomy Corporation plc, a corporation formed under
the laws of England and Wales (" Autonomy"), pursuant to a purchase and sale agreement dated as of May 15, 2011 among IMI, certain
subsidiaries of IMI and Autonomy (the "Digital Sale Agreement"). The financial position, operating results and cash flows of these digital
businesses, for all periods presented, including the gains on the sales, have been reflected as discontinued operations for financial reporting
purposes. Additionally, in May 2011, IMI committed to a plan to sell its records management business in New Zealand (the "New Zealand
Business"). As of June 30, 2011, the New Zealand Business has been classified as held for sale and, for all periods presented, the financial
position, operating results and cash flows of the New Zealand Business have been reflected as discontinued operations for financial reporting
purposes. See "Note 10. Discontinued Operations" for a further discussion of these events.

(2) Summary of Significant Accounting Policies
a.  Principles of Consolidation and Change in Accounting Principle

The accompanying financial statements reflect our financial position, results of operations and cash flows on a consolidated basis. All
intercompany account balances have been eliminated.

b.  Cash and Cash Equivalents and Restricted Cash

Cash and cash equivalents include cash on hand and cash invested in short-term securities which have remaining maturities at the date of
purchase of less than 90 days. Cash and cash equivalents are carried at cost, which approximates fair value.

15
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IRON MOUNTAIN INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(In Thousands, Except Share and Per Share Data)
(Unaudited)
(2) Summary of Significant Accounting Policies (Continued)

We have restricted cash associated with a collateral trust agreement with our insurance carrier that was entered into in 2010 related to our
worker's compensation self-insurance program. The restricted cash subject to this agreement was $35,105 and $35,108 as of December 31, 2010
and June 30, 2011, respectively, and is included in current assets on our consolidated balance sheets. Restricted cash consists primarily of U.S.
treasuries.

c. Foreign Currency

Local currencies are considered the functional currencies for our operations outside the United States, with the exception of certain foreign
holding companies and our financing center in Switzerland, whose functional currencies are the U.S. dollar. In those instances where the local
currency is the functional currency, assets and liabilities are translated at period-end exchange rates, and revenues and expenses are translated at
average exchange rates for the applicable period. Resulting translation adjustments are reflected in the accumulated other comprehensive items,
net component of Iron Mountain Incorporated Stockholders' Equity and Noncontrolling Interests. The gain or loss on foreign currency
transactions, calculated as the difference between the historical exchange rate and the exchange rate at the applicable measurement date,
including those related to (a) our 7'/4% GBP Senior Subordinated Notes due 2014, (b) our 63/ Euro Senior Subordinated Notes due 2018, (c) the
borrowings in certain foreign currencies under our revolving credit agreement, and (d) certain foreign currency denominated intercompany
obligations of our foreign subsidiaries to us and between our foreign subsidiaries which are not considered permanently invested, are included in
other expense (income), net, on our consolidated statements of operations. The total gain or loss on foreign currency transactions amounted to a
net loss of $3,754 and $8,951 for the three and six months ended June 30, 2010, respectively. The total gain or loss on foreign currency
transactions amounted to a net loss of $1,853 and a net gain of $1,243 for the three and six months ended June 30, 2011, respectively.

d.  Goodwill and Other Intangible Assets

Goodwill and intangible assets with indefinite lives are not amortized but are reviewed annually for impairment or more frequently if
impairment indicators arise. We currently have no intangible assets that have indefinite lives and which are not amortized, other than goodwill.
Separable intangible assets that are not deemed to have indefinite lives are amortized over their useful lives. We periodically assess whether
events or circumstances warrant a change in the life over which our intangible assets are amortized.

We have selected October 1 as our annual goodwill impairment review date. We performed our most recent annual goodwill impairment
review as of October 1, 2010 and noted no impairment of goodwill. As of December 31, 2010 and June 30, 2011, no factors were identified that
would alter our October 1, 2010 goodwill assessment. In making this assessment, we relied on a number of factors including operating results,
business plans, anticipated future cash flows, transactions and marketplace data. There are inherent uncertainties related to these factors and our
judgment in applying them to the analysis of goodwill impairment. When changes occur in the composition of one or more reporting units, the
goodwill is reassigned to the reporting units affected based on their relative fair values.

10
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IRON MOUNTAIN INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(In Thousands, Except Share and Per Share Data)
(Unaudited)
(2) Summary of Significant Accounting Policies (Continued)

Our reporting units at which level we performed our goodwill impairment analysis as of October 1, 2010 were as follows: North America;
Europe; Latin America; Australia; Joint Ventures (which includes India, the various joint ventures in Southeast Asia and Russia (referred to as
"Joint Ventures")); and Business Process Management ("BPM"). Given their similar economic characteristics, products, customers and
processes, (1) the United Kingdom, Ireland and Norway and (2) the countries of Continental Europe (excluding Joint Ventures), each a reporting
unit, have been aggregated as Europe and tested as one for goodwill impairment. As of December 31, 2010, the carrying value of goodwill, net
amounted to $1,750,420, $440,920, $29,787 and $61,010 for North America, Europe, Latin America and Australia, respectively. As of June 30,
2011, the carrying value of goodwill, net amounted to $1,759,246, $503,410, $30,684, and $64,789 for North America, Europe, Latin America
and Australia, respectively. Our Joint Ventures and BPM reporting units have no goodwill as of December 31, 2010 and June 30, 2011,
respectively.

Reporting unit valuations have been calculated using an income approach based on the present value of future cash flows of each reporting
unit or a combined approach based on the present value of future cash flows and market and transaction multiples of revenues and earnings. The
income approach incorporates many assumptions including future growth rates, discount factors, expected capital expenditures and income tax
cash flows. Changes in economic and operating conditions impacting these assumptions could result in goodwill impairments in future periods.

The changes in the carrying value of goodwill attributable to each reportable operating segment for the six months ended June 30, 2011 is
as follows:

North

American International

Physical Physical Total

Business Business Consolidated
Balance as of December 31, 2010 $ 1,750,420 $ 531,717  $ 2,282,137
Deductible goodwill acquired during the year 1,384 1,384
Non-deductible goodwill acquired during the year 35,207 35,207
Fair value and other adjustments(1) 161 (1,450) (1,289)
Currency effects 7,281 33,409 40,690
Balance as of June 30, 2011 $ 1,759,246 $ 598,883 $ 2,358,129

M
Fair value and other adjustments primarily include $(1,347) of adjustments to property, plant and equipment, net, customer
relationships and deferred income taxes, as well as $58 of cash paid related to prior years' acquisitions.

11
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IRON MOUNTAIN INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(In Thousands, Except Share and Per Share Data)
(Unaudited)
(2) Summary of Significant Accounting Policies (Continued)
The components of our amortizable intangible assets at June 30, 2011 are as follows:

Gross Carrying Accumulated Net Carrying

Amount Amortization Amount
Customer Relationships and Acquisition Costs $ 626,375 $  (176,267) $ 450,108
Core Technology(1) 3,943 (2,220) 1,723
Trademarks and Non-Compete Agreements(1) 3,038 (2,302) 736
Deferred Financing Costs 48,249 (16,146) 32,103
Total $ 681,605 $  (196,935) $ 484,670

©))

Included in other assets, net in the accompanying consolidated balance sheet.
e. Stock-Based Compensation

We record stock-based compensation expense, utilizing the straight-line method, for the cost of stock options, restricted stock, restricted
stock units, performance units and shares of stock issued under the employee stock purchase plan (together, "Employee Stock-Based Awards").

Stock-based compensation expense for Employee Stock-Based Awards included in the accompanying consolidated statements of operations
for the three and six months ended June 30, 2010 was $6,082, including $879 in discontinued operations ($4,721 after tax or $0.02 per basic and
diluted share), and $10,809, including $1,692 in discontinued operations ($8,421 after tax or $0.04 per basic and diluted share), respectively.
Stock-based compensation expense for Employee Stock-Based Awards for the three and six months ended June 30, 2011 was $3,266, including
$(334) in discontinued operations ($430 income after tax or $0.00 per basic and diluted share), and $8,299, including $260 in discontinued
operations ($2,734 after tax or $0.01 per basic and diluted share), respectively.

Stock-based compensation expense for Employee Stock Based Awards included in the accompanying consolidated statements of operations
related to continuing operations is as follows:

Three Months Six Months
Ended Ended
June 30, June 30,
2010 2011 2010 2011
Cost of sales (excluding depreciation and amortization) $ 105 $ 45 $ 140 $ 320
Selling, general and administrative expenses 5,098 3,555 8,977 7,719
Total stock-based compensation $ 5203 $ 3,600 $ 9,117 $ 8,039

The benefits associated with the tax deductions in excess of recognized compensation cost are required to be reported as a financing cash
flow. This requirement reduces reported operating cash flows and increases reported financing cash flows. As a result, net financing cash flows
included $1,284 and $57 for the six months ended June 30, 2010 and 2011, respectively, from the benefits of tax deductions in excess of
recognized compensation cost. We used the short form method to calculate the
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Additional Paid-in Capital ("APIC") pool. The tax benefit of any resulting excess tax deduction increases the APIC pool. Any resulting tax
deficiency is deducted from the APIC pool.

Stock Options

Under our various stock option plans, options were granted with exercise prices equal to the market price of the stock on the date of grant.
The majority of our options become exercisable ratably over a period of five years and generally have a contractual life of ten years, unless the
holder's employment is terminated. Certain of the options we issue become exercisable ratably over a period of ten years and have a contractual
life of 12 years, unless the holder's employment is terminated. As of June 30, 2011, ten-year vesting options represent 6.5% of total outstanding
options. Beginning in 2011, certain of the options we issue become exercisable ratably over a period of three years and have a contractual life of
ten years, unless the holder's employment is terminated. As of June 30, 2011, three-year vesting options represent 9.9% of total outstanding
options. Our directors are considered employees for purposes of our stock option plans and stock option reporting. Options granted to our
non-employee directors generally become exercisable after one year.

The weighted average fair value of options granted for the six months ended June 30, 2010 and 2011 was $8.22 and $7.43 per share,
respectively. The values were estimated on the date of grant using the Black-Scholes option pricing model. The following table summarizes the
weighted average assumptions used for grants in the respective period:

Six Months Ended
June 30,
Weighted Average Assumptions 2010 2011
Expected volatility 32.7% 33.4%
Risk-free interest rate 2.63% 2.47%
Expected dividend yield 1% 3%
Expected life of option 6.4 years 6.3 years

Expected volatility is calculated utilizing daily historical volatility over a period that equates to the expected life of the option. The risk-free
interest rate was based on the U.S. Treasury interest rates whose term is consistent with the expected life of the stock options. Beginning in the
first quarter of 2010, expected dividend yield was considered in the option pricing model as a result of our new dividend program. The expected
life (estimated period of time outstanding) of the stock options granted is estimated using the historical exercise behavior of employees.
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A summary of option activity for the six months ended June 30, 2011 is as follows:

Weighted

Average

Exercise

Options Price

Outstanding at December 31, 2010 12,140,560 $ 24.30
Granted 1,004,673 28.51
Exercised (3,094,618) 22.28
Forfeited (1,966,270) 25.93
Expired (91,342) 28.17
Outstanding at June 30, 2011 7,993,003 $ 25.17
Options exercisable at June 30, 2011 4,068,019 $ 24.16
Options expected to vest 3,584,888 $  26.18

Weighted
Average
Remaining
Contractual
Term

6.86

5.65

8.07

Aggregate
Intrinsic
value

$ 72211

$ 40,961

$ 28,666

The following table provides the aggregate intrinsic value of stock options exercised for the three and six months ended June 30, 2010 and

2011:
Three Months Ended
June 30,
2010 2011
Aggregate intrinsic value of stock options exercised $ 2461

Restricted Stock and Restricted Stock Units

2010
$ 22862 § 5964 $ 28,909

Six Months Ended

June 30,

2011

Under our various stock option plans, we may also issue grants of restricted stock or restricted stock units ("RSUs"). Our restricted stock
and RSUs generally have a three- to five-year vesting period. The fair value of restricted stock and RSUs is the excess of the market price of our
common stock at the date of grant over the purchase price (which is typically zero).

A summary of restricted stock and RSUs activity for the six months ended June 30, 2011 is as follows:

Restricted
Stock and RSUs
Non-vested at December 31, 2010 168,221
Granted 373,351
Vested (18,540)
Forfeited (94,394)
Non-vested at June 30, 2011 428,638

Weighted-Average
Grant-Date
Fair Value

$

$

14

22.53
29.10
25.64
26.24

27.29
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The total fair value of restricted stock vested for the three and six months ended June 30, 2010 was $13. The total fair value of restricted
stock vested for the three and six months ended June 30, 2011 was $13. No RSUs vested during the three and six months ended June 30, 2010.
The total fair value of RSUs vested for the three and six months ended June 30, 2011 was $462.

Performance Units

Under our various stock option plans, we may also issue grants of performance units ("PUs"). The number of PUs earned will be
determined based on our performance against predefined targets of calendar year revenue growth and return on invested capital ("ROIC"). The
range of payout is zero to 150% of the number of granted PUs. The number of PUs earned will be determined based on actual performance at the
end of the one-year performance period, and the award will be settled in shares of our common stock, subject to vesting, three years from the
date of the original grant. Additionally, employees who are employed through the one year anniversary of the date of grant and who reach both
55 years of age and 10 years of qualifying service (the "retirement criteria") shall immediately and completely vest in any PUs earned based on
the actual achievement against the predefined targets as discussed above. As a result, PUs will be expensed over the shorter of (a) achievement
of the retirement criteria, which such achievement may occur as early as one year after the date of grant or (b) a maximum of three years.

In the first six months of 2011, we issued 154,239 PUs. During the one-year performance period, we will forecast the likelihood of
achieving the annual revenue growth and ROIC predefined targets in order to calculate the expected PUs to be earned. We will record a
compensation charge based on either the forecasted PUs to be earned (during the one-year performance period) or the actual PUs earned (at the
one-year anniversary date) over the vesting period for each individual grant as described above. The performance unit liability is remeasured at
each fiscal quarter-end during the vesting period using the estimated percentage of units earned multiplied by the closing market price of our
common stock on the current period-end date and is pro-rated based on the amount of time passed in the vesting period. As of June 30, 2011, we
expected 100% achievement of the predefined revenue and ROIC targets associated with the grants made in the first six months of 2011 and the
closing market price of our common stock was $34.09.

A summary of PU activity for the six months ended June 30, 2011 is as follows:

PUs
Non-vested at December 31, 2010
Granted 154,239
Vested
Forfeited (39,562)
Non-vested at June 30, 2011 114,677
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Employee Stock Purchase Plan

We offer an employee stock purchase plan in which participation is available to substantially all U.S. and Canadian employees who meet
certain service eligibility requirements (the "ESPP"). The ESPP provides a way for our eligible employees to become stockholders on favorable
terms. The ESPP provides for the purchase of our common stock by eligible employees through successive offering periods. We generally have
two six-month offering periods per year, the first of which begins June 1 and ends November 30 and the second of which begins December 1
and ends May 31. During each offering period, participating employees accumulate after-tax payroll contributions, up to a maximum of 15% of
their compensation, to pay the exercise price of their options. Participating employees may withdraw from an offering period before the purchase
date and obtain a refund of the amounts withheld as payroll deductions. At the end of the offering period, outstanding options are exercised, and
each employee's accumulated contributions are used to purchase our common stock. The price for shares purchased under the ESPP is 95% of
the fair market price at the end of the offering period, without a look-back feature. As a result, we do not recognize compensation cost for the
ESPP shares purchased. For the six months ended June 30, 2010 and 2011, there were 137,200 shares and 82,267 shares, respectively, purchased
under the ESPP. The number of shares available for purchase under the ESPP at June 30, 2011 was 472,053.

As of June 30, 2011, unrecognized compensation cost related to the unvested portion of our Employee Stock-Based Awards was $45,636
and is expected to be recognized over a weighted-average period of 3.1 years.

We generally issue shares for the exercises of stock options, restricted stock, RSUs, PUs and shares under our ESPP from unissued reserved
shares.

f.  Income (Loss) Per Share Basic and Diluted

Basic net income (loss) per common share is calculated by dividing net income (loss) attributable to Iron Mountain Incorporated by the
weighted average number of common shares outstanding. The calculation of diluted net income (loss) per share is consistent with that of basic
net income (loss) per share but gives effect to all potential common shares (that is, securities such as options, warrants or convertible securities)

that were outstanding during the period, unless the effect is antidilutive.
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The following table presents the calculation of basic and diluted net income (loss) per share attributable to Iron Mountain Incorporated:

Three Months Ended
June 30,
2010 2011
Income (Loss) from continuing operations $ 48,928 $ 65,530
Total Income (Loss) from discontinued operations $ (7,176) $ 187,517
Net income (loss) attributable to Iron Mountain Incorporated $ 41,292 $ 252,684
Weighted-average shares basic 203,006,000 201,653,000
Effect of dilutive potential stock options 1,199,318 1,538,373
Effect of dilutive potential restricted stock, RSUs and PUs 4,602 119,319
Weighted-average shares diluted 204,209,920 203,310,692
Earnings per share basic:
Income (Loss) from continuing operations $ 024 $ 0.32
Total Income (Loss) from discontinued operations $ 0.04) $ 0.93
Net income (loss) attributable to Iron Mountain Incorporated basic $ 020 $ 1.25
Earnings per share diluted:
Income (Loss) from continuing operations $ 024 $ 0.32
Total Income (Loss) from discontinued operations $ 0.04) $ 0.92
Net income (loss) attributable to Iron Mountain
Incorporated diluted $ 020 $ 1.24
Antidilutive stock options, RSUs and PUs, excluded from the
calculation 8,273,166 2,126,488

17

Six Months Ended
June 30,
2010 2011
$ 82,153 $ 142,691
$ (14,562) $ 184,975
$ 66,858 $ 326,144

203,294,000 200,941,000
1,161,801 1,266,761
2,346 73,489

204,458,147 202,281,250

$ 040 $ 0.71
$ 0.07) $ 0.92
$ 033 § 1.62
$ 040 $ 0.71
$ 0.07) $ 0.91
$ 033 § 1.61

8,337,720 5,413,769
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g.  Revenues

Our revenues consist of storage revenues as well as service revenues and are reflected net of sales and value added taxes. Storage revenues,
which are considered a key performance indicator for the information management services industry, consist primarily of recurring periodic
charges related to the storage of materials or data (generally on a per unit basis). Service revenues are comprised of charges for related core
service activities and a wide array of complementary products and services. Included in core service revenues are: (1) the handling of records,
including the addition of new records, temporary removal of records from storage, refiling of removed records and the destruction of records;
(2) courier operations, consisting primarily of the pickup and delivery of records upon customer request; (3) secure shredding of sensitive
documents; and (4) other recurring services, including hybrid services and recurring project revenues. Our complementary services revenues
include special project work, customer termination and permanent withdrawal fees, data restoration projects, fulfillment services, consulting
services and product sales (including specially designed storage containers and related supplies). Our secure shredding revenues include the sale
of recycled paper (included in complementary services revenues), the price of which can fluctuate from period to period, adding to the volatility
and reducing the predictability of that revenue stream.

We recognize revenue when the following criteria are met: persuasive evidence of an arrangement exists, services have been rendered, the
sales price is fixed or determinable, and collectability of the resulting receivable is reasonably assured. Storage and service revenues are
recognized in the month the respective storage or service is provided and customers are generally billed on a monthly basis on contractually
agreed-upon terms. Amounts related to future storage or prepaid service contracts for customers where storage fees or services are billed in
advance are accounted for as deferred revenue and recognized ratably over the applicable storage or service period or when the service is
performed. Revenue from the sales of products, which is included as a component of service revenues, is recognized when shipped to the
customer and title has passed to the customer.

h. Allowance for Doubtful Accounts and Credit Memo Reserves

‘We maintain an allowance for doubtful accounts and credit memos for estimated losses resulting from the potential inability of our
customers to make required payments and disputes regarding billing and service issues. When calculating the allowance, we consider our past
loss experience, current and prior trends in our aged receivables and credit memo activity, current economic conditions, and specific
circumstances of individual receivable balances. If the financial condition of our customers were to significantly change, resulting in a
significant improvement or impairment of their ability to make payments, an adjustment of the allowance may be required. We consider
accounts receivable to be delinquent after such time as reasonable means of collection have been exhausted. We charge-off uncollectible
balances as circumstances warrant, generally, no later than one year past due.
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1. Income Taxes

Our effective tax rates for the three and six months ended June 30, 2010 were 51.7% and 54.3%, respectively. Our effective tax rates for the
three and six months ended June 30, 2011 were 31.5% and 24.7%, respectively. The primary reconciling items between the statutory rate of 35%
and our overall effective tax rate are state income taxes (net of federal benefit) and differences in the rates of tax at which our foreign earnings
are subject, including foreign exchange gains and losses in different jurisdictions with different tax rates. During the three and six months ended
June 30, 2010, foreign currency gains were recorded in higher tax jurisdictions associated with our marking-to-market of debt and derivative
instruments while foreign currency losses were recorded in lower tax jurisdictions associated with our marking-to-market of intercompany loan
positions, which increased our 2010 effective tax rate by 10.3% and 12.1%, respectively. During the three and six months ended June 30, 2011,
foreign currency losses were recorded in higher tax jurisdictions associated with our marking-to-market of debt and derivative instruments while
foreign currency gains were recorded in lower tax jurisdictions associated with our marking-to-market of intercompany loan positions, which
reduced our 2011 effective tax rate by 2.2% and 7.0%, respectively. We provide for income taxes during interim periods based on our estimate
of the effective tax rate for the year. Discrete items and changes in our estimate of the annual effective tax rate are recorded in the period they
occur.

Accounting for income taxes requires the recognition of deferred tax assets and liabilities for the expected future tax consequences of
temporary differences between the tax and financial reporting basis of assets and liabilities and for loss and credit carryforwards. Valuation
allowances are provided when recovery of deferred tax assets is not considered more likely than not.

We have elected to recognize interest and penalties associated with uncertain tax positions as a component of the provision (benefit) for
income taxes in the accompanying consolidated statements of operations. We recorded $1,578 and $2,750 for gross interest and penalties for the
three and six months ended June 30, 2010, respectively. We recorded a reduction of $647 and $1,256 for gross interest and penalties for the three
and six months ended June 30, 2011, respectively. We had $11,610 and $10,084 accrued for the payment of interest and penalties as of
December 31, 2010 and June 30, 2011, respectively.

j. Concentrations of Credit Risk

Financial instruments that potentially subject us to market risk consist principally of cash and cash equivalents (including money market
funds and time deposits), restricted cash (primarily U.S. treasuries) and accounts receivable. The only significant concentrations of liquid
investments as of December 31, 2010 and June 30, 2011 relate to cash and cash equivalents and restricted cash held on deposit with seven and
six, respectively, global banks and four and three, respectively, "Triple A" rated money market funds which we consider to be large, highly-rated
investment-grade institutions. As of December 31, 2010 and June 30, 2011, our cash and cash equivalents and restricted cash balance was
$293,798 and $306,532, respectively, including money market funds and time deposits amounting to $241,151 and $268,219, respectively. A
substantial portion of these money market funds are invested in U.S. treasuries.
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k. Fair Value Measurements

Entities are permitted under GAAP to elect to measure many financial instruments and certain other items at either fair value or cost. We
did not elect the fair value measurement option for any of our financial assets or liabilities.

Our financial assets or liabilities are measured using inputs from the three levels of the fair value hierarchy. A financial asset or liability's
classification within the hierarchy is determined based on the lowest level input that is significant to the fair value measurement. The three levels
are as follows:

Level 1 Inputs are unadjusted quoted prices in active markets for identical assets or liabilities that we have the ability to access at
the measurement date.

Level 2 Inputs include quoted prices for similar assets and liabilities in active markets, quoted prices for identical or similar assets
or liabilities in markets that are not active, inputs other than quoted prices that are observable for the asset or liability (i.e., interest
rates, yield curves, etc.), and inputs that are derived principally from or corroborated by observable market data by correlation or other
means (market corroborated inputs).

Level 3 Unobservable inputs that reflect our assumptions about the assumptions that market participants would use in pricing the
asset or liability.

The following tables provide the assets and liabilities carried at fair value measured on a recurring basis as of December 31, 2010 and
June 30, 2011, respectively:

Fair Value Measurements at
December 31, 2010 Using

Total Carrying Quoted prices Significant other Significant
Value at in active observable unobservable

December 31, markets inputs inputs
Description 2010 (Level 1) (Level 2) (Level 3)
Money Market Funds(1) $ 107,129 $ $ 107,129 $
Time Deposits(1) 134,022 134,022
Trading Securities 9,215 8,527(2) 688(1)
Derivative Assets(3) 2,500 2,500
Derivative Liabilities(3) 2,440 2,440
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Fair Value Measurements at
June 30, 2011 Using

Total Carrying Quoted prices Significant other Significant
Value at in active observable unobservable
June 30, markets inputs inputs
Description 2011 (Level 1) (Level 2) (Level 3)
Money Market Funds(1) $ 140,947 $ $ 140,947 $
Time Deposits(1) 127,272 127,272
Trading Securities 10,471 9,371(2) 1,100(1)
Derivative Assets(3) 3,301 3,301
Derivative Liabilities(3) 319 319

©)
Money market funds and time deposits (including certain trading securities) are measured based on quoted prices for similar assets
and/or subsequent transactions.

@
Securities are measured at fair value using quoted market prices.

3

Our derivative assets and liabilities primarily relate to short-term (six months or less) foreign currency contracts that we have entered
into to hedge our intercompany exposures denominated in British pounds sterling and Australian dollars. We calculate the fair value of
such forward contracts by adjusting the spot rate utilized at the balance sheet date for translation purposes by an estimate of the
forward points observed in active markets.

Disclosures are required in the financial statements for items measured at fair value on a non-recurring basis. We did not have any material
items that are measured at fair value on a non-recurring basis for the three and six months ended June 30, 2011.

1. New Accounting Pronouncements

In July 2011, the Financial Accounting Standards Board (the "FASB") issued amended guidance which revises the manner in which entities
present comprehensive income in their financial statements. The new guidance removes the presentation options currently available in
Accounting Standards Codification ("ASC") 220 and requires entities to report components of comprehensive income in either (1) a continuous
statement of comprehensive income or (2) two separate but consecutive statements. Under the two-statement approach, the first statement would
include components of net income, which is consistent with the income statement format used currently under ASC 220, and the second
statement would include components of other comprehensive income ("OCI"). Under either method, entities must display adjustments for items
that are reclassified from OCI to net income in both net income and OCI. The amended guidance does not change the current option for entities
to present components of OCI gross or net of the effect of income taxes, provided that such tax effects are presented in the statement in which
OCl is presented or disclosed in the notes to the financial statements. The amended guidance does not change the items that must be reported in
OCI. The amendments are effective for fiscal years, and interim periods within those years, beginning after December 15, 2011 and must be
applied retrospectively for all periods presented in the financial statements. Early adoption of the amended guidance is permitted; however, we
do not intend to early
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adopt. Adoption is not expected to have a material impact on our consolidated financial statements or results of operations.
m. Use of Estimates

The preparation of financial statements in conformity with GAAP requires us to make estimates, judgments and assumptions that affect the
reported amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities at the date of the
financial statements and for the period then ended. On an on-going basis, we evaluate the estimates used. We base our estimates on historical
experience, actuarial estimates, current conditions and various other assumptions that we believe to be reasonable under the circumstances.
These estimates form the basis for making judgments about the carrying values of assets and liabilities and are not readily apparent from other
sources. Actual results may differ from these estimates.

n. Accumulated Other Comprehensive Items, Net

Accumulated other comprehensive items, net consists of foreign currency translation adjustments as of December, 31, 2010 and June 30,
2011, respectively.

0. Other Expense (Income), Net

Other expense (income), net consists of the following:

Three Months Six Months Ended
Ended June 30, June 30,
2010 2011 2010 2011
Foreign currency transaction (gains) losses, net $ 3754 $ 1,853 $ 8951 $ (1,243)
Debt extinguishment expense, net 1,843 993
Other, net 394 (1,039) 3,957 (6,046)

$ 4,148 $ 2,657 $ 12908 $ (6,296)
p.  Property, Plant and Equipment

We develop various software applications for internal use. Computer software costs associated with internal use software are expensed as
incurred until certain capitalization criteria are met. Payroll and related costs for employees who are directly associated with, and who devote
time to, the development of in