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STAG: SINGLE TENANT ACQUISITION GROUP
STAG Industrial, Inc. (NYSE: STAG) is a real estate investment trust 
(REIT) focused on the acquisition and operation of single-tenant, 
industrial properties throughout the United States. 

STAG acquires individual, single-tenant industrial properties that are priced according to the binary 
nature of their cash flows. The acquisition of these properties and the addition of the binary risk cash 
flows they generate to a diversified portfolio mitigates the risk and enhances the stability of cash flow 
derived from the portfolio. By precisely targeting single-tenant industrial properties, adhering  
to a relative value investment model and developing operational expertise in its target markets,  
STAG has consistently delivered a combination of both income and growth to its shareholders.
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This should provide for continued 

strength in fundamentals (low vacancy, 

increasing rental rates, etc.) for a number 

of years.

THE TEAM

Since our IPO, we have been hard at 

work building the superior team that 

now makes STAG run and allows us 

to effectively execute our business 

plan. Building this team has kept our 

G&A growth and ‘load’ elevated for a 

number of years. The team has now 

reached ‘scale’ and increases in G&A will 

significantly moderate in coming years. 

We expect that the inherent scalability 

of our business model will allow us to 

take advantage of operating leverage 

that will maintain and likely enhance our 

accretive growth.   

REITERATING OUR PROMISE

We at STAG will continue to execute 

our investment strategy and maintain 

our pricing and return discipline as we 

continue to accretively grow our portfolio. 

We are committed to maintaining our 

impeccable reputation for integrity 

and good corporate governance. In 

the practice of real estate acquisition 

and management, cash flow is what 

matters. Our promise to you, our fellow 

shareholders, is to maintain our focus on 

delivering the best, risk-adjusted cash 

flow returns available.

Sincerely,

1

THE PAST YEAR

2015 was a year 

of performance 

contrasts for STAG.  

On the one hand, 2015 was a successful 

year for our Company’s operations. There 

were solid achievements in all facets of 

our business—both internal and external. 

Our internal growth metrics (tenant 

retention and positive leasing spreads) 

were at or above expectations and our 

internal data and corporate health 

initiatives both showed great progress 

and promise. Our external growth 

continued with over $400 million of 

accretive acquisitions. 

On the other hand, we did not provide 

our investors with the level of Total 

Shareholder Return that they deserve 

and our investment platform/thesis 

should deliver. The reasons for this 

performance are likely complex and 

myriad. Despite this, we continue to 

believe that STAG offers a special value 

proposition for investors going forward.  

First, the STAG team of bright, curious 

and energetic individuals is executing 

on our relative value investment 

strategy that should produce superior 

risk-adjusted returns through virtually 

all market conditions. Second, the 

opportunity to produce these returns, 

through both accretive acquisitions and 

operational excellence, is likely to persist. 

Third, our differentiated investment 

strategy allows us to operate broadly 

across the industrial landscape to acquire 

assets that we believe offer ‘above 

market’ long term returns—the elusive 

‘alpha’ of investing. Fourth, our attention 

to portfolio theory and diversification 

metrics greatly increases the probability 

that our investors will realize this ‘alpha.’

DEAR FELLOW STOCKHOLDERS,
SOURCES OF CAPITAL

One of the core reasons for our decision 

to become a public company was capital 

availability. As a public company, we 

have access to all types of capital. To 

date, we have relied exclusively on public 

equity (common and preferred) to fund 

our external growth. In the near term, 

this will be supplemented with asset 

recycling and possibly joint ventures.  

We look forward to accretively disposing 

of assets in order to both demonstrate 

the value we have created and to provide 

us with attractively priced capital for 

future uses.

CAPITAL ALLOCATION

We are committed to the prudent and 

rational allocation of our capital in both 

the short and long term. For the five 

years we have been a public company, 

capital has been allocated primarily to 

the accretive acquisition of industrial 

real estate assets because this delivered 

the best long term returns to our 

shareholders. We will allocate capital 

to other ‘uses’ including repayment of 

debt or share buy-backs, when those 

‘uses’ project the best returns for our 

shareholders.  

STRENGTH IN FUNDAMENTALS

Fundamentals in the industrial real 

estate market remain very strong as the 

U.S. economy (led by consumer demand) 

continues to expand and strengthen.  

We do expect that the large net 

absorption numbers of the last three 

years will taper somewhat, as many of 

the world‘s other economies are slowing 

down. However, there are multiple signs 

that new supply is already slowing in 

response to certain economic signals. 

Benjamin S. Butcher

CEO











As used herein, except where the context otherwise requires, “Company,” “we,” “our” and “us,” refer to STAG Industrial, Inc. 
and our consolidated subsidiaries and partnerships, including our operating partnership, STAG Industrial Operating 
Partnership, L.P. (“Operating Partnership”). As used herein,“annualized base rental revenue” refers to the contractual monthly 
base rent as of December 31, 2015 (which differs from rent calculated in accordance with Generally Accepted Accounting 
Principles(“GAAP”)) multiplied by 12. If a tenant is in a free rent period as of December 31, 2015, the annualized rent is 
calculated based on the first contractual monthly base rent amount multiplied by 12. 
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Our investments are concentrated in the industrial real estate sector, and we would be adversely affected by an economic 
downturn in that sector. 

Adverse economic conditions will harm our returns and profitability. 



Substantial international, national and local government deficits and the weakened financial condition of these governments 
may adversely affect us. 

Events or occurrences that affect areas in which our properties are geographically concentrated may impact financial results. 

We are subject to industry concentrations that make us susceptible to adverse events with respect to certain industries. 

Default by one or more of our tenants could materially and adversely affect us. 

 



If our tenants are unable to obtain financing necessary to continue to operate their businesses and pay us rent, we could be 
materially and adversely affected. 

We depend on key personnel; the loss of their full service could adversely affect us. 

Our growth will depend upon future acquisitions of properties, and we may be unable to consummate acquisitions on 
advantageous terms or acquisitions may not perform as we expect. 

We may be unable to source “limited marketing” deal flow in the future, which could adversely affect our ability to locate and 
acquire additional properties at attractive prices. 

The cash available for distribution to stockholders may not be sufficient to pay dividends at expected levels, nor can we assure 
you of our ability to make distributions in the future. 



We have owned our properties for a limited time, and we may not be aware of characteristics or deficiencies involving any 
one or all of them. 

We face risks associated with security breaches through cyber attacks, cyber intrusions or otherwise, as well as other 
significant disruptions of our information technology (IT) networks and related systems. 



Our growth depends on external sources of capital, which are outside of our control and affect our ability to seize strategic 
opportunities, satisfy debt obligations and make distributions to our stockholders. 

We have experienced historical net losses and accumulated deficits after depreciation and amortization and we may experience 
future losses. 

Certain of our officers and some of our directors have duties to Fund II, which may create conflicts of interest and may 
impede business decisions that could benefit our stockholders. 



Our fiduciary duties as sole member of the general partner of our Operating Partnership could create conflicts of interest, 
which may impede business decisions that could benefit our stockholders. 

We are subject to financial reporting and other requirements for which our accounting, internal audit and other management 
systems and resources may not be adequately prepared and we may not be able to accurately report our financial results. 

Our charter, the partnership agreement of our Operating Partnership and Maryland law contain provisions that may delay 
or prevent a change of control transaction. 

Our charter contains 9.8% ownership limits.



 

Our board of directors may create and issue a class or series of preferred stock without stockholder approval.

 

Certain provisions in the partnership agreement for our Operating Partnership may delay or prevent unsolicited acquisitions 
of us.

 

Certain provisions of Maryland law could inhibit changes in control.

 



Under their employment agreements, our executive officers have the right to terminate their employment and, under certain 
conditions, receive severance, which may adversely affect us. 

Compensation awards to our management may not be tied to or correspond with our improved financial results or the stock 
price, which may adversely affect us. 

Our board of directors can take many actions without stockholder approval. 



Our rights and the rights of our stockholders to take action against our directors and officers are limited. 

The number of shares of our common stock available for future sale, including by our affiliates and other continuing 
investors, could adversely affect the market price of our common stock, and future sales by us of shares of our common stock 
may be dilutive to existing stockholders. 



Future offerings of debt securities, which would be senior to our common stock upon liquidation, or equity securities, which 
would dilute our existing stockholders and may be senior to our common stock for the purposes of distributions, may adversely 
affect the market price of our securities. 

The market price and trading volume of our common stock may be volatile. 



Our performance and value are subject to general economic conditions and risks associated with our real estate assets. 

Actions by our competitors may decrease or prevent increases in the occupancy and rental rates of our properties. 



A significant portion of our properties have leases that expire in the next three years and we may be unable to renew leases, 
lease vacant space or re-lease space as leases expire. 

A property that incurs a vacancy could be difficult to sell or re-lease. 

We may not have funding for future tenant improvements. 

Bankruptcy laws will limit our remedies if a tenant becomes bankrupt and rejects the lease and we may be unable to collect 
balances due on our leases. 

Real estate investments are not as liquid as other types of assets. 

 



Acquired properties may be located in new markets where we may face risks associated with investing in an unfamiliar market. 

Uninsured losses relating to real property may adversely affect your returns. 

Contingent or unknown liabilities could adversely affect our financial condition. 

Environmentally hazardous conditions may adversely affect our operating results. 



Compliance or failure to comply with the Americans with Disabilities Act and other similar regulations could result in 
substantial costs. 

Five of our properties are subject to a ground lease that exposes us to the loss of such property upon breach or termination 
of the ground lease and may limit our ability to sell the property. 



We may be unable to sell a property if or when we decide to do so, including as a result of uncertain market conditions. 

If we sell properties and provide financing to purchasers, defaults by the purchasers would adversely affect our cash flows. 

Our operating results and financial condition could be adversely affected if we are unable to make required payments on our 
debt. 

Increases in interest rates could increase the amount of our debt payments and adversely affect our ability to make 
distributions to our stockholders. 



Covenants in our unsecured credit facility, unsecured term loans, unsecured notes and mortgage notes and any future debt 
instruments could limit our flexibility, prevent us from paying distributions, and adversely affect our financial condition or 
our status as a REIT. 

Financing arrangements involving balloon payment obligations may adversely affect us. 



If mortgage debt or unsecured debt is unavailable at reasonable rates, we may not be able to finance or refinance our 
properties. 

Our hedging strategies may not be successful in mitigating our risks associated with interest rates and could reduce the overall 
returns on your investment. 

Failure to qualify as a REIT would reduce our net earnings available for investment or distribution. 

Even if we qualify as a REIT for federal income tax purposes, we may be subject to other tax liabilities that reduce our cash 
flow and our ability to make distributions to our stockholders. 



REIT distribution requirements could adversely affect our ability to execute our business plan. 

To maintain our REIT status, we may be forced to forego otherwise attractive opportunities, which may delay or hinder our 
ability to meet our investment objectives and reduce our stockholders’ overall return. 

Recharacterization of sale leaseback transactions may cause us to lose our REIT status. 

We may be subject to adverse legislative or regulatory tax changes affecting REITs that could have a negative effect on us. 
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The following discussion of our financial condition and results of operations should be read in conjunction with our financial 
statements and related notes included elsewhere in this report. The consolidated financial statements as of December 31, 2015 
and 2014 and for the years ended December 31, 2015, 2014 and 2013 include the financial information of our company, our
Operating Partnership and our subsidiaries. 
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Conditions in Our Markets 

 
Rental Revenue 
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Scheduled Lease Expirations 

 

 



Tenant Retention 

Rental Property and Deferred Leasing Intangibles 

Reporting 
Discontinued Operations and Disclosures of Disposals of Components of an Entity



Goodwill 

Use of Derivative Financial Instruments 



Fair Value of Financial Instruments 

Incentive and Equity-Based Employee Compensation Plans 

Revenue Recognition 



Comparison of the year ended December 31, 2015 to the year ended December 31, 2014  
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Same Store Total Operating Revenue 

Same Store Operating Expenses 



Acquisitions and Dispositions Net Operating Income 

Acquired during the quarter ended 

Disposed during the quarter ended 

 
Total Other Expenses 
 

Total Other Income (Expense) 



Comparison of year ended December 31, 2014 to the year ended December 31, 2013  

Reporting Discontinued 
Operations and Disclosures of Disposals of Components of an Entity



O
pe

ra
tin

g 
re

ve
nu

e 

To
ta

l o
pe

ra
tin

g 
re

ve
nu

e 

N
et

 o
pe

ra
tin

g 
in

co
m

e
 

O
th

er
 e

xp
en

se
s (

in
co

m
e)

 

To
ta

l o
th

er
 e

xp
en

se
s 



Same Store Total Operating Revenue 

Same Store Operating Expenses 



Acquisitions and Dispositions Net Operating Income 

Acquired during the quarter ended 

Disposed during the quarter ended 

Total Other Expenses 

Total Other Income (Expense) 



Total Income Attributable to Discontinued Operations 

 

Funds From Operations 



Net Operating Income 

Comparison of the year ended December 31, 2015 to the year ended December 31, 2014 

Net cash provided by operating activities.



 

Net cash used in investing activities.

 

Net cash provided by financing activities.

 

Comparison of the year ended December 31, 2014 to the year ended December 31, 2013  

Net cash provided by operating activities.

 

Net cash used in investing activities. 

 

Net cash provided by financing activities.



 





Indebtedness Outstanding 



Unsecured Credit Facility, Unsecured Term Loans and Unsecured Notes 



Covenants:
 

Events of Default:

 

Borrower and Guarantors:

 

Contractual Obligations 



Equity 

Common Stock 

Noncontrolling Interest 







 
Employment Agreement 



Indemnification Agreement 











Chairman, Chief Executive Officer and President 
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Internal Control - Integrated Framework (2013)













Basis of Presentation 

Reclassifications and New Accounting Pronouncements 

Recognition and Measurement of Financial Assets and Financial Liabilities (Subtopic 825-10)

Simplifying the Accounting for Measurement Period Adjustments (Topic 
805)



Simplifying the Presentation of Debt Issuance Costs (Subtopic 835-30)

Presentation and Subsequent Measurement of Debt Issuance Costs Associated with Line-of-Credit Arrangements (Subtopic 835-
30)

Amendments to Consolidation Analysis (Topic 810)

Presentation of Financial Statements-Going Concern (Subtopic 205-40): 
Disclosure of Uncertainties about an Entity’s Ability to Continue as a Going Concern

Revenue from Contracts with Customers (Topic 606)

Reporting Discontinued Operations and Disclosures of Disposals of 
Components of an Entity



Use of Estimates 
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2015 Debt Activity 



2014 Debt Activity 







Financial Covenant Considerations 

Fair Value of Debt 



Future Principal Payments of Debt 

Risk Management Objective of Using Derivatives 



Cash Flow Hedges of Interest Rate Risk 

 
Credit-risk-related Contingent Features 
 



Fair Value of Interest Rate Swaps 
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Common Stock 



Dividends 



Board of Director’s Compensation 

Restricted Stock-Based Compensation 



 



LTIP Units 
 





Other Common Units 





Ground and Operating Lease Agreements 



Equity Non-cash Compensation Expense 
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industrial properties throughout the United States. 

STAG acquires individual, single-tenant industrial properties that are priced according to the binary 
nature of their cash flows. The acquisition of these properties and the addition of the binary risk cash 
flows they generate to a diversified portfolio mitigates the risk and enhances the stability of cash flow 
derived from the portfolio. By precisely targeting single-tenant industrial properties, adhering
to a relative value investment model and developing operational expertise in its target markets, 
STAG has consistently delivered a combination of both income and growth to its shareholders.
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