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STATEMENT ON FORWARD-LOOKING INFORMATION

Certain information set forth in this report contaiforward-looking statements” within the meanufghe federal securities laws. Forward-
looking statements include statements concernimglams, objectives, goals, strategies, future &syduature revenues or performance, capital
expenditures, financing needs, plans or intentiefeting to acquisitions and other information tisatot historical information. In some ca:
forward-looking statements can be identified byni@ology such as “believes,” “expects,” “estimatémay,” “will,” “should,” “anticipates,”

or “intends” or the negative of such terms or ott@mparable terminology, or by discussions of sfgat We may also make additional
forward-looking statements from time to time. Alich subsequent forwatdeking statements, whether written or oral, byousn our behall
are also expressly qualified by these cautionatestents.

All forward-looking statements, including withourniitation, management’s examination of historiga¢mating trends and estimate of future
earnings, are based upon our current expectatimhgarious assumptions. Our expectations, beliedspaojections are expressed in good
faith and we believe there is a reasonable basithémn, but there can be no assurance that manageragpectations, beliefs and projections
will result or be achieved. All forward-looking st¢ments apply only as of the date made. We undertakobligation to publicly update or
revise forward-looking statements which may be ntadeflect events or circumstances after the detde or to reflect the occurrence of
unanticipated events.
There are a number of risks and uncertaintiesabiad cause our actual results to differ materithyn the forward-looking statements
contained in or contemplated by this report. Anymard-looking statements should be consideredjint lof the risks referenced in “Part I1.
Item 1A. Risk Factors” below and in “Part I. IterA.1IRisk Factors” included in our most recent AnnRalport on Form 10-K. Such factors
include, but are not limited to:

« adverse changes in general economic conditionsetiestate industry and the markets in which perate;

» the effect of competition from new self-storageilfaes or other storage alternatives, which cocédise rents and occupancy rates to
decline;

»  potential liability for uninsured losses and enmimental contamination;

» difficulties in our ability to evaluate, financedmtegrate acquired and developed propertiesdntcexisting operations and to lease
up those properties, which could adversely affectofitability;

« the impact of the regulatory environment as welational, state, and local laws and regulatiookigting, without limitation, those
governing real estate investment trusts (“REIT®Mbjch could increase our expenses and reduce shraailable for distribution;

« disruptions in credit and financial markets andittésg difficulties in raising capital at reasonalshtes or at all, which could impede
our ability to grow;

* increased interest rates and operating costs;
* reductions in asset valuations and related impaitrolearges;
« delays in the development and construction proegisich could adversely affect our profitability;

« the failure of our joint venture partners to fulftheir obligations to us or their pursuit of actgothat are inconsistent with our
objectives;

» the failure to maintain our REIT status for fedenglome tax purposes;
* economic uncertainty due to the impact of war oworessm, which could adversely affect our businglss; and

« difficulties in our ability to attract and retaimgjified personnel and management members.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

Extra Space Storage Inc.
Condensed Consolidated Balance Sheets
(amounts in thousands, except share data)

Assets:
Real estate asse
Net operating real estate ass
Real estate under developm
Net real estate asse¢

Investments in real estate ventu
Cash and cash equivalel
Restricted cas
Receivables from related parties and affiliated estate joint venture
Other assets, n
Total asset

Liabilities, Noncontrolling Interests and Equity:
Notes payabli
Notes payable to trus
Exchangeable senior not
Discount on exchangeable senior nc
Lines of credit
Accounts payable and accrued expet
Other liabilities
Total liabilities

Commitments and contingenci

Equity:
Extra Space Storage Inc. stockhol’ equity:

Preferred stock, $0.01 par value, 50,000,000 staarwrized, no shares issued or

outstanding

Common stock, $0.01 par value, 300,000,000 shath®r@zed, 87,481,903 and 86,721,
shares issued and outstanding at June 30, 201Deramber 31, 2009, respectiv:

Paic-in capital
Accumulated other comprehensive det
Accumulated defici

Total Extra Space Storage Inc. stockhol’ equity

Noncontrolling interest represented by Preferre@r@gpng Partnership units, net of

$100,000 note receivak
Noncontrolling interests in Operating Partners
Other noncontrolling interes
Total noncontrolling interests and equ

Total liabilities, noncontrolling interests and dgt

June 30, 201(

December 31, 200!

(unaudited)
$ 1,867,24! 2,015,43
29,07¢ 34,42,
1,896,32. 2,049,85!
152,97¢ 130,44¢
28,35¢ 131,95(
33,69¢ 39,20¢
20,58¢ 5,11¢
47,17 50,97¢
$ 2,179,11! 2,407,55
$ 837,16¢ 1,099,59
119,59( 119,59(
87,66: 87,66:
(3,049 (3,869)
140,00( 100,00(
32,19: 33,38¢
24,78 24,97«
1,238,34 1,461,33
87t 867
1,144,43. 1,138,24.
(4,689 (1,056)
(261,58:) (253,87Y)
879,03° 884,17¢
29,75, 29,88¢
30,90¢ 31,38:
1,06¢ 773
940,76 946,21¢
$ 2,179,11! 2,407,55I

See accompanying notes to unaudited condensedlitiated financial statements.
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Extra Space Storage Inc.
Condensed Consolidated Statements of Operations
(amounts in thousands, except share data)

Revenues:
Property renta
Management and franchise fe
Tenant reinsuranc
Total revenue

Expenses:
Property operation
Tenant reinsuranc
Unrecovered development and acquisition ¢
Severance cos
General and administrati\
Depreciation and amortizatic
Total expense

Income from operatior

Interest expens

Non-cash interest expense related to amortizationsgbdnt
on exchangeable senior no

Interest incomt

Interest income on note receivable from Preferrpdr@ting
Partnership unit hold¢

Gain on repurchase of exchangeable senior 1

Income (loss) before equity in earnings of reahtestentures
and income tax expen

Equity in earnings of real estate ventu

Income tax expens

Net income (loss)

Net income allocated to Preferred Operating Pastrp
noncontrolling interest

Net (income) loss allocated to Operating Partnerahid othe
noncontrolling interest

Net income (loss) attributable to common stockholde

Net income (loss) per common sh
Basic
Diluted

Weighted average number of shs
Basic
Diluted

Cash dividends paid per common share

(unaudited)
Three months ended June 3( Six months ended June 3(
2010 2009 2010 2009
$ 56,78¢ $ 58,70t $ 112,92¢ 118,11
5,65: 5,27t 11,20¢ 10,49
6,33¢ 5,08t 12,23( 9,704
68,77 69,06¢ 136,36: 138,31
20,94. 21,56 42,89 44,434
1,457 1,471 2,68( 2,732
14z 18,80! 212 18,88:
— 1,40( — 1,40(
11,22¢ 10,61 22,28t 21,20:
12,20: 12,84( 24,621 25,36:
45,97 66,69. 92,69¢ 114,01!
22,80¢ 2,37¢ 43,66¢ 24,29
(16,239 (15,816) (33,50 (31,61))
(416) (569) (820) (1,404
211 321 53¢ 852
1,21z 1,212 2,42¢ 2,42¢
— 5,09: — 27,57¢
7,58( (7,379 12,30z 22,13¢
1,55¢ 1,641 3,06( 3,53¢
(1,219 (947) (2,259 (1,597)
7,92¢ (6,68)) 13,10¢ 24,08:
(1,507 (1,369 (2,986 (3,179
(23€) 50¢ (370 (82€)
$ 6,18( $ (7,54) $ 9,74¢ 20,07¢
$ 007 $ (0.09 $ 0.11 0.2¢
$ 007 $ (0.09 $ 0.11 0.27
87,367,96 86,397,611 87,122,06. 86,170,27
92,304,83 91,607,50 92,026,15 91,375,41
$ 0.1C $ — 3 0.2C 0.2t

See accompanying notes to unaudited condensedlitiated financial statements.
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Extra Space Storage Inc.
Condensed Consolidated Statement of Equity
(amounts in thousands, except share data)

(unaudited)
Noncontrolling Interests Extra Space Storage Inc. Stockholde’ Equity
Accumulated
Preferred Other
Operating Operating Paid-in Comprehensive Accumulated  Total
Par
Partnership Partnership Other Shares Value Capital Deficit Deficit Equity
Balances at December 31, 2009 $ 29,88¢$ 31,38:% 77286,721,84 $ 867%$1,138,24. $ (1,056)$ (253,87%)$946,21¢
Issuance of common stock upon the exer
of options — — —  344,46( 4 3,701 — — 3,70t
Restricted stock grants issu — — —  440,23( 4 — — — 4
Restricted stock grants cancel — — — (24,62 — — — — —
Compensation expense related to stock-
based award — — — — — 2,40z — — 2,40z
Deconsolidation of noncontrolling intere: — — 104 — — — — — 104
Purchase of noncontrolling intere — —  22¢ — — — — — 228
Comprehensive incom
Net income (loss 2,98¢ 404  (34) — — — — 9,74¢ 13,10
Change in fair value of interest rate sv (42 (151 — — — — (3,639 — _ (38,82¢
Total comprehensive incon 9,27¢
Tax effect from vesting of restricted stock
grants and stock option exercit — — — — — 97€ — — 97€
Tax effect from contribution of property to
Taxable REIT Subsidiar — — — — — (889 — — (889)
Distributions to Operating Partnership un
held by noncontrolling interes (3,079 (728) — — — — — — (3,799
Dividends paid on common stock at $0.20
per share — — — — — — —  (17,45YH (17,459
Balances at June 30, 201 $ 29,757$ 30,90¢ $1,06€87,481,90 $ 87£$1,144,43' $ (4,689% (261,587)$940,76!

See accompanying notes to unaudited condensedlitaied financial statements.
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Extra Space Storage Inc.
Condensed Consolidated Statements of Cash Flows
(amounts in thousands)
(unaudited)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation and amortizatic
Amortization of deferred financing cos
Non-cash interest expense related to amortizationsaiodint on exchangeable senior nc
Gain on repurchase of exchangeable senior 1
Compensation expense related to s-based award
Unrecovered development and acquisition ¢
Severance cos
Distributions from real estate ventures in excdssaonings
Changes in operating assets and liabilit
Receivables from related parties and affiliated estate joint venture
Other asset
Accounts payable and accrued expel
Other liabilities
Net cash provided by operating activit

Cash flows from investing activities:
Acquisition of real estate assi
Development and construction of real estate a:
Proceeds from sale of properties to joint ventiiteté 4)
Investments in real estate ventu
Change in restricted ca
Purchase of equipment and fixtu
Net cash used in investing activiti

Cash flows from financing activities:
Repurchase of exchangeable senior n
Proceeds from notes payable and lines of ¢
Principal payments on notes payable and linesetfit
Deferred financing cos
Net proceeds from exercise of stock opti
Dividends paid on common sto
Distributions to noncontrolling interests in OpéngtPartnershij
Net cash provided by (used in) financing activi
Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of the pi

Cash and cash equivalents, end of the pe

Six months ended June 3(C

2010 2009
$ 13,10 $ 24,08:
24,62 25,36
2,347 1,881
82C 1,40¢
— (27,576
2,40z 2,16(
— 18,88:
— 1,40C
3,09¢ 3,13¢
2,767 (4,306)
(65) 465
(1,199 (1,762)
(1,827) 4,00z
46,07 49,13:
(16,46() (24,007)
(18,30¢) (43,297
15,75( 4,65z
(9,059 (1,155
5,50¢ (2,239
(1,115) (472)
(23,687 (66,507
— (80,85%)
104,09: 277,54¢
(210,64 (81,597
(1,882) (4,437)
3,70¢ —
(17,45%) (21,526
(3,799 (4,189
(125,980) 84,95
(103,591 67,57¢
131,95( 63,97
$ 28,35 $ 131,55
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Extra Space Storage Inc.
Condensed Consolidated Statements of Cash Flows
(amounts in thousands)

(unaudited)
Six months ended June 3(C
2010 2009
Supplemental schedule of cash flow informatiol
Interest paid, net of amounts capitali: $ 31,72 $ 30,93
Supplemental schedule of noncash investing and finaing activities:
Deconsolidation of joint ventures due to applicatis Accounting Standards Codification 8:
Real estate assets, | $ (42,739 $ —
Investments in real estate ventu 404 —
Receivables from related parties and affiliated estate joint venture 21,14: —
Other assets and other liabiliti (57) —
Notes payabli 21,34¢ —
Other noncontrolling interes (1049) —
Conversion of Operating Partnership units held tmycontrolling interests for common stc — 8 1,00¢
Acquisitions of real estate ass
Real estate assets, | $ 6,47t $ —
Notes payabli (6,475 —

See accompanying notes to unaudited condensedlitated financial statements.
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EXTRA SPACE STORAGE INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (unaudited)
Amounts in thousands, except property and share dat

1. ORGANIZATION

Extra Space Storage Inc. (the “Company”) is a adifiinistered and self-managed real estate investmesh (“REIT”), formed as a Marylar
corporation on April 30, 2004 to own, operate, nggnacquire, develop and redevelop professionadlgaged self-storage facilities located
throughout the United States. The Company contitheebusiness of Extra Space Storage LLC and litsidiaries, which had engaged in the
self-storage business since 1977. The Comsainierest in its properties is held through iteragping partnership, Extra Space Storage LF
“Operating Partnership”), which was formed on May804. The Company’s primary assets are generaigyaand limited partner interests
in the Operating Partnership. This structure ismmmly referred to as an umbrella partnership RBITUPREIT. The Company has electe:
be taxed as a REIT under the Internal Revenue 601886, as amended. To the extent the Comparnynces to qualify as a REIT, it will
not be subject to tax, with certain limited excep$, on the taxable income that is distributedsatockholders.

The Company invests in self-storage facilities bguaring or developing wholly-owned facilities oy Bcquiring an equity interest in real
estate entities. At June 30, 2010, the Companydiradt and indirect equity interests in 649 opeamastorage facilities located in 33 states
and Washington, D.C. In addition, the Company rgadal40 properties for franchisees and third parbenging the total number of
operating properties which it owns and/or managé&s3e.

The Company operates in three distinct segmentgréperty management, acquisition and developnf@htental operations; and (3) tenant
reinsurance. The Compamsyproperty management, acquisition and developagiities include managing, acquiring, developamgl selling
self-storage facilities. On June 2, 2009, the Camgmmnounced the wind-down of its development #&@s: As of June 30, 2010, there were
seven development projects in process that the @oynexpects to complete by the end of the secoadeauof 2011. The rental operations
activities include rental operations of self-stardacilities. No single tenant accounts for mom@ntb% of rental income. Tenant reinsurance
activities include the reinsurance of risks relgtio the loss of goods stored by tenants in the g@my's self storage facilities.

2. BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetaddal statements of the Company are presentédeoaccrual basis of accounting in
accordance with U.S. generally accepted accouptimgiples (“GAAP”) for interim financial informatin and in accordance with the
instructions to Form 10-Q and Article 10 of RegidatS-X. Accordingly, they may not include all dietinformation and footnotes required
by GAAP for complete financial statements. In tipjinon of management, all adjustments (includingwmed recurring accruals) considered
necessary for a fair presentation have been indludperating results for the three and six monttged June 30, 2010 are not necessarily
indicative of results that may be expected fontbar ended December 31, 2010. The Condensed CdatsaliBalance Sheet as of
December 31, 2009 has been derived from the Con'manglited financial statements as of that datedbas not include all of the
information and footnotes required by GAAP for cdete financial statements. For further informatiefer to the consolidated financial
statements and footnotes thereto included in thegamy’s Annual Report on Form 10-K for the yeareah®ecember 31, 2009 as filed with
the Securities and Exchange Commission (“SEC”").

Recently Issued Accounting Standards

In June 2009, the Financial Accounting Standardsr8¢*FASB”) issued changes to Accounting Stand&ddification (“ASC”) 810, “
Consolidation;” which amended guidance for determining whetheestity is a variable interest entity (“VIE'and requires the performar

of a qualitative rather than a quantitative analysidetermine the primary beneficiary of a VIE.ddnthis guidance, an entity would be
required to consolidate a VIE if it has (i) the mwo direct the activities that most significantiypact the entity’s economic performance and
(i) the obligation to absorb losses of the VIEloe right to receive benefits from the VIE that kcbibe significant to the VIE. This guidance
effective for the first annual reporting periodttbagins after November 15, 2009, with early adoptirohibited. The Company adopted this
guidance effective January 1, 2010 and reviewedetmas for all joint ventures in relation to theanguidance. As a result of this analysis,
Company determined that five joint ventures thaten@nsolidated under the previous accounting guielahould be deconsolidated as of
January 1, 2010. The assets and liabilities agsmtiwith these joint ventures were removed froemGompany’s financial statements and the
Company’s investments in these joint ventures wecerded under the equity method of accountingnduttie three and six months ended
June 30, 2010.
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Reclassifications

Certain amounts in the 2009 financial statementisspporting note disclosures have been reclagsieonform to the current year
presentation. Such reclassifications did not impaeviously reported net income (loss) or accunedateficit.

Fair Value Disclosures
Assets and Liabilities Measured at Fair Value oRecurring Basit

The following table provides information for eaclajor category of assets and liabilities that arasneed at fair value on a recurring basis:

Fair Value Measurements at Reporting Date Usin

Quoted Prices in Active Significant Other Significant
Markets for Identical Observable Inputs Unobservable Inputs

Description June 30, 2010 Assets (Level 1) (Level 2) (Level 3)
Other liabilities- Swap Agreement $ (1,820 $ — $ 1,820 $ —
Other liabilities- Swap Agreement (1,42%) — (1,427 —
Other liabilities- Swap Agreement (71¢) — (71¢) —
Other liabilities- Swap Agreement (46E) — (46%) —
Other liabilities- Swap Agreement (507) — (507) —
Total $ (4,93) $ — $ (4937) $ —

The fair value of our derivatives is based on gdatarket prices of similar instruments from varidasking institutions or an independent
third party provider for similar instruments. Intdemining the fair value, we consider our non-perfance risk and that of our counterparties.

The Company did not have any significant asselmbilities that are re-measured on a recurringshasing significant unobservable inputs
(Level 3) for the three and six months ended Jihe310.

Assets and Liabilities Measured at Fair Value oNarecurring Basit

Long-lived assets held for use are evaluated fpainment when events or circumstances indicatethay be impairment. The Company
reviews each self-storage facility at least aniyualldetermine if any such events or circumstamea® occurred or exist. The Company
focuses on facilities where occupancy and/or reantaime have decreased by a significant amount.tiese facilities, the Company
determines whether the decrease is temporary argremt and whether the facility will likely recowbe lost occupancy and/or revenue ir
short term. In addition, the Company carefullyiegus facilities in the lease-up stage and compacasal operating results to original
projections.

When the Company determines that an event thatimiégate impairment has occurred, the Company coesgée carrying value of the
related longived assets to the undiscounted future net opryatash flows attributable to the assets. An immpait loss is recorded if the r
carrying value of the assets exceeds the undiseddature net operating cash flows attributablthtoassets. The impairment loss recogr
equals the excess of net carrying value over tla¢e fair value of the assets.

When real estate assets are identified by manageasédreld for sale, the Company discontinues dégineg the assets and estimates the fair

value of the assets, net of selling costs. Ifesigmated fair value, net of selling costs, ofdlssets that have been identified as held for sale i

less than the net carrying value of the assets,dhgluation allowance is established. The omraif assets held for sale or sold during the
period are generally presented as discontinuecatipes for all periods presented.

The Company assesses whether there are any indith#b the value of its investments in unconsddidaeal estate ventures may be impe
annually and when events or circumstances indib&ti®e may be impairment. An investment is impaifede Company’s estimate of the fair
value of the investment is less than its carryiatye. To the extent impairment has occurred, amdnsidered to be other-thtemporary, th
loss is measured as the excess of the carrying @mower the fair value of the investment.

The Company treats property acquisitions as busaseand records the assets and liabilities atfdieivalues as of the acquisition date.
Acquisition-related transaction costs are expersedcurred. Intangible assets, which representahe of existing tenant relationships, are
recorded at their fair values based on the avoidstito replace the current leases. The Companguresthe

10




Table of Contents

value of tenant relationships based on the Compamgtorical experience with turnover in its fa@ds. Debt assumed as part of an acquis
is recorded at fair value based on current intaeges compared to contractual rates.

On June 2, 2009, the Company announced the windradits development activities. As a result asttecision, the Company reviewed its
properties under construction, unimproved landigmihvestments in development joint ventures fateptial impairments. This review
included the preparation of updated models baseriment market conditions, obtaining appraisats @viewing recent sales and list prices
of undeveloped land and mature self storage faslitBased on this review, the Company identifiedain assets as being impaired. The
impairments relating to long lived assets whereGbepany intends to complete the development afdithe asset are the result of the
estimated future undiscounted cash flows beingtless the current carrying value of the assetee Tbmpany compared the carrying value
of certain undeveloped land and seven vacant comilams that the Company intends to sell to the ¥alue of similar undeveloped land and
condominiums. For the assets that the Compangdst® sell, where the current estimated fair markkie less costs to sell was below the
carrying value, the Company reduced the carryigevaf the assets to the current fair market védae selling costs and recorded an
impairment charge. These assets are classifibdldgor sale. The impairments relating to investis in development joint ventures are the
result of the Company comparing the estimated atifegr value to the carrying value of the investiheFor those investments in
development joint ventures where the current eséchair market value was below the carrying vathe,Company reduced the investment
to the current fair market value through an impainincharge. Losses relating to changes in faurevhhve been included in unrecovered
development and acquisition costs on the Compayisiensed consolidated statements of operations.

Fair Value of Financial Instrumen

The carrying values of cash and cash equivalegggicted cash, receivables, other financial imsemts included in other assets, accounts
payable and accrued expenses, variable rate nayeble, lines of credit and other liabilities refled in the condensed consolidated balance
sheets at June 30, 2010 and December 31, 2009xappte fair value. The fair values of the Compampses receivable and fixed rate notes
payable are as follows:

June 30, 201( December 31, 200!
Fair Carrying Fair Carrying
Value Value Value Value
Note receivable from Preferred Operating Partnprahit
holder $ 118,38: $ 100,00 $ 112,74C  $ 100,00(
Fixed rate notes payable and notes payable t® $ 836,72( $ 748,77C $ 1,067,65. $ 1,015,06:
Exchangeable senior not $ 124,38: $ 87,66: $ 110,12: $ 87,66!

3. NET INCOME (LOSS) PER COMMON SHARE

Basic net income (loss) per common share is condgutedividing net income (loss) by the weightedrage common shares outstanding
including unvested share based payment awardsahéin a non-forfeitable right to dividends oridend equivalents. Diluted net income
(loss) per common share measures the performartbe @ompany over the reporting period while giviffect to all potential common
shares that were dilutive and outstanding duriegpriod. The denominator includes the weightedameenumber of basic shares and the
number of additional common shares that would tmeen outstanding if the potential common shargsihee dilutive had been issued and
is calculated using either the treasury stock-gpifverted method. Potential common shares areiiesysuch as options, warrants,
convertible debt, exchangeable Series A ParticigadRedeemable Preferred Operating Partnership (IRitsferred OP units”) and
exchangeable Operating Partnership units (“OP Qjitsat do not have a current right to participetearnings but could do so in the future
by virtue of their option or conversion right. loraputing the dilutive effect of convertible seci@st net income (loss) is adjusted to add back
any changes in earnings in the period associatddtiaé convertible security. The numerator alsadisisted for the effects of any other non-
discretionary changes in income or loss that woeddllt from the assumed conversion of those patiectimmon shares. In computing diluted
earnings per share, only potential common shasegsatle dilutive, those which reduce earnings parestare included.

The Company’s Operating Partnership has $87,6@&Xafiangeable senior notes issued and outstandimiglase 30, 2010 that also can
potentially have a dilutive effect on its earnings share calculations. The exchangeable seniesmue exchangeable by holders into shares
of the Company’s common stock under certain cirdantes per the terms of the indenture governingxiehangeable senior notes. The
exchangeable senior notes are not exchangeablesuthke price of the Company’s common stock is greatin or equal to 130% of the
applicable exchange price for a specified periadndua quarter, or unless certain other eventsdthe exchange price was $23.45 per s

at June 30, 2010, and could change over time asibed in the indenture. The price of the
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Company’s common stock did not exceed 130% of xichange price for the specified period of time dgrihe second quarter of 2010;
therefore holders of the exchangeable senior motgsnot elect to convert them during the third tgraof 2010.

The Company has irrevocably agreed to pay only f@sthe accreted principal amount of the exchahlgesenior notes relative to its
exchange obligations, but has retained the rigbatisfy the exchange obligations in excess oatweeted principal amount in cash and/or
common stock. Though the Company has retainedititat ASC 260, “Earnings per Share,fequires an assumption that shares will be used
to pay the exchange obligations in excess of theeted principal amount, and requires that thoseeshbe included in the Company’s
calculation of weighted average common sharesandstg for the diluted earnings per share compriatio shares were included in the
computation for the three and six months ended 30n2010 or 2009 because there was no excesshavaccreted principal for these
periods.

For the purposes of computing the diluted impacéamings per share of the potential conversidPreferred OP units into common shares,
where the Company has the option to redeem in@ashares and where the Company has stated the/pastent and ability to settle at le
$115,000 of the instrument in cash (or net setpleréion of the Preferred OP units against thetedl@autstanding note receivable), only the
amount of the instrument in excess of $115,00@fsicered in the calculation of shares contingestyable for the purposes of computing
diluted earnings per share as allowed by ASC 2645:d@6.

For the three months ended June 30, 2010 and 2@@6ns to purchase 1,902,695 and 5,698,996 sbécezsmmon stock and for the six
months ended June 30, 2010 and 2009, 2,387,558,aid,724 shares of common stock, respectivelye wgcluded from the computation
earnings per share as their effect would have ba#sdilutive. All restricted stock grants haveebdncluded in basic and diluted shares
outstanding because such shares earn a non-foléedavidend and carry voting rights.

The computation of net income (loss) per commonmestzaas follows:

Three months ended June 30, Six months ended June 30,
2010 2009 2010 2009
Net income (loss) attributable to common stockhi $ 6,18( $ (7,540 $ 9,74¢  $ 20,07¢
Add: Income allocated to noncontrolling intere&trreferred
Operating Partnership and Operating Partnet 1,762 1,08: 3,39( 4,47:
Subtract: Fixed component of income allocated to
noncontrolling interes- Preferred Operating Partners| (1,43)) (1,439 (2,875 (2,87%)
Net income (loss) for diluted computatic $ 6,50t $ (7,897) $ 10,26: $ 21,67¢
Weighted average common shares outstani
Average number of common shares outstan- basic 87,367,96 86,397,61 87,122,06 86,170,27
Operating Partnership uni 3,627,361 4,150,041 3,627,36! 4,150,041
Preferred Operating Partnership ui 989,98( 989,98 989,98 989,98
Dilutive and cancelled stock optio 319,51« 69,86¢ 286,73 65,12¢
Average number of common shares outstan- diluted 92,304,83 91,607,50 92,026,15 91,375,41
Net income (loss) per common sh
Basic $ 0.07 $ 0.09 $ 011 $ 0.2:
Diluted $ 0.07 $ 0.09) $ 011 $ 0.2t
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4., REAL ESTATE ASSETS

The components of real estate assets are summasZetiows:

June 30, 201( December 31, 200!

Land- operating $ 489,63t $ 501,67:
Land- developmen 9,96: 32,63¢
Buildings and improvemen 1,568,66! 1,675,341
Intangible asset- tenant relationshig 31,054 33,46:
Intangible lease right 6,15( 6,15(
2,105,46: 2,249,26;

Less: accumulated depreciation and amortize (238,21) (233,83()
Net operating real estate ass 1,867,24! 2,015,43
Real estate under developm 29,07¢ 34,42’
Net real estate ass¢ $ 1,896,32: $ 2,049,85!
Real estate assets held for sale included in aéestate asse $ 11,27t $ 11,27

Real estate assets held for sale include five fmofevacant land and seven vacant condominiums.

On January 21, 2010, the Company entered intan&yenture with Harrison Street Real Estate CapifaC (“Harrison Street”). Harrison
Street contributed $15,750 in cash to the jointwenin return for a 50% ownership interest. ThenPany contributed 19 wholly-owned
properties at a fair market value of approxima&l$2,000 and received $15,750 in cash and a 50%rsWip interest in the joint venture.
There was no step up in basis for the 50% ownersttgined by the Company. The joint venture assL®i®1,000 of existing debt which is
secured by the properties. The properties aredddatCalifornia, Florida, Nevada, Ohio, Pennsylaaiiennessee, Texas and Virginia. The
Company deconsolidated the 19 properties and wiitinue to manage the properties in exchange foamagement fee.

The transaction met all of the criteria for saleamting and profit recognition under the partalescriteria of ASC 360-40, Real Estate
Sales,”except for a provision in the agreement that wasral to be a seller “guarantee.” Accordingly,@lmenpany was required to assess
the substance of the transaction to determing viingther it was a sale, and second, whether ttmriel be any partial profit recognition.
Based on its review of the terms of the arrangerapdta review of the property operating projectithe Company concluded that the
transaction qualified as a sale and could potdytiplalify for some profit recognition under thestoecovery or installment methods;
however, because there are preferences on casbuishs, the Company can only recognize profiti® extent that the $15,750 invested by
Harrison Street exceeded 100% of the Company’'sb&ince the Company’s basis was in excess &1be750, there was no profit
recognition even though the transaction qualifdsile accounting. The Company recorded themefgain of $3,951 as a reduction of its
investment in the joint venture with Harrison Stre€he Company applied the guidance under ASCaditbconcluded that the joint venture
with Harrison Street should be accounted for utiderquity method of accounting.

5. PROPERTY ACQUISITIONS

The following table summarizes the Company’s adtjoiss of operating properties for the six monthsed June 30, 2010, and does not
include purchases of raw land or improvements nta@sisting assets:

Consideration Paid Acquisition Date Fair Value
Net
Liabilities/ Closing
Number of Date of Loan (Assets) costs -
Property Location Properties Acquisition Total Paid Cash Paic Assumed _Assumed Land Building Intangible expensec Source of Acquisition
New York 1 5/21/201C $ 9,62¢ $ 3231 $ 647t $ (77 $ 280: $ 6,53 $ 22C $ 71 Unrelated third part
Georgia 3 6/17/201C 7,661 7,551 — 11C 2,76¢ 4,487 31¢€ 87 Unrelated third part

The Company treats property acquisitions as buséaseand records the assets and liabilities atfilieivalues as of the acquisition date.
Acquisition-related transaction costs are expelsedcurred.
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6. INVESTMENTS IN REAL ESTATE VENTURES

Investments in real estate ventures consistededfoffowing:

Equity Excess Profit Investment balance ai
Ownership % Participation % June 30, 201( December 31, 200!
Extra Space West One LL“ESW”") 5% 40% $ 7971 $ 1,17¢
Extra Space West Two LLCESW II") 5% 40% 4,68¢ 4,74¢
Extra Space Northern Properties Six LL“ESNP¢”) 10% 35% 1,23 1,38¢
Extra Space of Santa Monica LL“ESSN") 48% 48% 3,71 2,41¢
Clarendon Storage Associates Limited Partnership
(“Clarendor”) 50% 50% 3,21 3,24t
HSRE-ESP IA, LLC “HSRE") 50% 50% 12,75 —
PRISA Self Storage LLC*PRISA") 2% 17% 11,59« 11,907
PRISA Il Self Storage LLC*PRISA II") 2% 17% 10,17: 10,23¢
PRISA Il Self Storage LLC“PRISA 111") 5% 20% 3,692 3,79:
VRS Self Storage LLC*VRS") 45% 9% 45,00¢ 45,57¢
WCOT Self Storage LLC*WCOT") 5% 20% 4,90( 4,98:
Storage Portfolio | LLC“SP ) 25% 25-40% 15,42( 16,04¢
Storage Portfolio Bravo 1I*SPB 1I") 20% 20-45% 14,917 15,10¢
Extra Space Joint Ventures with Everest Real E§taiel
(“Everes”) 1C-58% 35-50% 5,58¢ 1,55¢
U-Storage de Mexico S.A. and related entities (“U-
Storag®) 40% 40% 6,171 6,16¢
Other minority owned propertie 1C-70% 10-50% 1,93¢ 2,09t
$ 152,97t $ 130,44¢

In these joint ventures, the Company and the jaénture partner generally receive a preferred nepartheir invested capital. To the extent
that cash/profits in excess of these preferredmestare generated through operations or capitasa@ions, the Company would receive a
higher percentage of the excess cash/profits tsaaquity interest.

In accordance with ASC 810, the Company reviewsfatks joint venture relationships quarterly tosare that there are no entities that reg
consolidation. As of June 30, 2010, there weremtdies that were required to be consolidated @salt of this review.

On June 15, 2010, the Company paid $193 to obtaadditional 7.2% percentage interest in ESSM giasing the Company’s interest in the
venture from 41.0% to 48.2%.

On June 28, 2010, the Company contributed $6,6&BMY as a result of a capital call related to thetjventure’s repayment of its $16,650
loan.

The components of equity in earnings of real estatgures consist of the following:

Three months ended June 30, Six months ended June 30,
2010 2009 2010 2009
Equity in earnings of ES\V $ 31 % 27t $ 605 $ 584
Equity in losses of ESW (5) (6) (15 (20
Equity in earnings of ESNF 58 49 10¢ 96
Equity in losses of ESSI 471) — (98) —
Equity in earnings of Clarendc 10C 89 191 184
Equity in losses of HSR (100 — (38 —
Equity in earnings (losses) of PRI 15¢ (20 311 147
Equity in earnings of PRISA 13¢ 14C 267 2717
Equity in earnings of PRISA | 65 59 122 11€
Equity in earnings of VR: 527 527 1,04¢ 1,052
Equity in earnings of WCO' 61 61 11¢ 12¢
Equity in earnings of SP 231 23C 407 465
Equity in earnings of SPB 61 10¢€ 82 234
Equity in earnings (losses) of Ever. 31 (©)] 86 (25)
Equity in earnings (losses) oi-Storage 5) (@D} 5 9
Equity in earnings (losses) of other minority owned
properties (36) 138 (139 27¢
$ 155¢ $ 1,641 $ 3,060 $ 3,53¢

Equity in earnings (losses) of ESW II, HSRE, Sid &PB Il and a minority owned property in AnnapoMaryland includes th



amortization of the Company’s excess purchase pfi§26,075 of these equity investments over itgioal basis. The excess basis is
amortized over 40 years.
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Variable Interests in Unconsolidated Real Estatetlgentures:

The Company has interests in four unconsolidatied yentures with unrelated third parties which ¥tes ( the”VIE JVs”). The Company
holds 18-70% equity interests in the VIE JVs, aad 0% of the voting rights in each of the VIE J\@ualification as a VIE was based on
the determination that the equity investmentssit fior each of these joint ventures was not sifitbased on a qualitative and quantitative
analysis performed by the Company. The Companippeed a qualitative analysis for these joint veasuto determine which party was the
primary beneficiary of each VIE. The Company deieed that since the powers to direct the actigitrost significant to the economic
performance of these entities are shared equalthddCompany and its joint venture partners, tier® primary beneficiary. Accordingly,
these interests are recorded using the equity mdetho

The VIE JVs each own a single pre-stabilized seifegye property. These joint ventures are finanthealigh a combination of (1) equity
contributions from the Company and its joint vestpartners, (2) mortgage notes payable and (3)ateg/éo the Company for working
capital. The payables to the Company are genesallyunts owed for expenses paid on behalf of tiné yentures by the Company as
manager. The Company performs management seffeicdge VIE JVs in exchange for a management fesppfoximately 6% of cash
collected by the properties. The Company has ratigeed financial or other support during the pds@resented to the VIE JVs that it was
not previously contractually obligated to provide.

The Company guarantees the mortgage notes payatiteefVIE JVs. The Comparg/maximum exposure to loss for these joint ventases
June 30, 2010 is the total of the guaranteed Ia¢emioes, the payables due to the Company and tmp&vt/’s investment balances in the
joint ventures. The Company believes that the afskcurring a loss as a result of having to perf@n the loan guarantees is unlikely i
therefore no liability has been recorded relatethése guarantees. Also, repossessing and/orgstiknself-storage facility and land that
collateralize the loans could provide funds suffitito reimburse the Company. Additionally, the @amy believes the payables to the
Company are collectible. The following table comgsathe liability balance and the maximum exposoidess related to the VIE JVs as of
June 30, 2010:

Balance of Maximum
Liability Investment Guaranteed Payables to Exposure
Balance Balance Loan Company to Loss Difference

Extra Space of Elk Grov $ — 3 544 $ 477 % 2,85¢ $ 8,17: $ (8,179
ESS of Sacramento One Ll — (71€) 5,00( 1,571 5,85¢ (5,855
ES of Washington Avenue LL — 46¢ 6,051 2,86¢ 9,381 (9,387
ES of Franklin Blvd LLC — (26%) 5,23¢ 2,21¢ 7,18¢ (7,18¢)
$ — % 31 $ 21,05¢ $ 9,514 $ 30,60: $ (30,607)

The Company had no consolidated VIEs during theetland six months ended June 30, 2010.
7. OTHER ASSETS

The components of other assets are summarizedi@sso

June 30, 201( December 31, 200!

Equipment and fixture $ 12,72: $ 11,83¢
Less: accumulated depreciati (9,650 (9,04¢)
Other intangible asse 3,34: 3,30z
Deferred financing costs, n 14,40( 15,45¢
Prepaid expenses and depo 5,12( 5,17z
Accounts receivable, n 12,85t 15,08¢
Investments in Trusi 3,59( 3,59(
Deferred tax asst 4,792 5,57¢

$ 47,17 $ 50,97¢
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8. NOTES PAYABLE

The components of notes payable are summarizeulaws$:

June 30, 201( December 31, 200!

Fixed Rate
Mortgage and construction loans with banks (inéhgdoans subject to interest rate
swaps) bearing interest at fixed rates betweerf4.@24d 7.30%. The loans are
collateralized by mortgages on real estate assetth@ assignment of rents. Principal
and interest payments are made monthly with alitanting principal and interest
due between June 2011 and August 2 $ 629,18( $ 895,47:

Variable Rate
Mortgage and construction loans with banks bedtoaging interest rates based on
LIBOR and Prime. Interest rates based on LIBORbateveen LIBOR plus 1.45%
(1.80% and 1.68% at June 30, 2010 and Decemb&089, respectively) and LIBC
plus 4.00% (4.35% and 4.23% at June 30, 2010 awdrleer 31, 2009, respective
Interest rates based on Prime are at Prime pli8®(3.75% at June 30, 2010 and
December 31, 2009), and 1.50% (4.75% at June 3@ a0d December 31, 2009).
The loans are collateralized by mortgages on iat@ assets and the assignment
rents. Principal and interest payments are madehtyonwith all outstanding principz
and interest due between December 2010 and May. 207,98t 204,12(

$ 837,16t $ 1,099,59:

Certain mortgage and construction loans with végiasite debt are subject to interest rate floagisyg at 4.5%.

Real estate assets are pledged as collateraldarates payable. Also, certain of these notes payab cross-collateralized with other
properties. Although the majority of the $837,186ixed and variable rate mortgage and constradi@ans payable are non-recourse,
$391,172 of such mortgage loans are recourse dygesat@ntees or other security provisions. The Gomyis subject to certain restrictive
covenants relating to the outstanding notes payablke Company was in compliance with all financ@venants at June 30, 2010.

9. DERIVATIVES

GAAP requires the recognition of all derivativetignents as either assets or liabilities on tharze sheet at fair value. The accounting for
changes in fair value of a derivative instrumergatals on whether it has been designated and @sadi§i part of a hedging relationship and
further, on the type of hedging relationship. Angany must designate each qualifying hedging ing¢nt, based upon the exposure being
hedged, as a fair value hedge, cash flow hedgeherdge of a net investment in foreign operation.

The Company is exposed to certain risks relatingstongoing business operations. The primarymskaged by using derivative instrume
is interest rate risk. Interest rate swaps areredtinto to manage interest rate risk associatdd@ompany’s fixed and variable-rate
borrowings. The Company designates certain inteags swaps as cash flow hedges of variable-@t®Wwings and the remainder as fair
value hedges of fixed-rate borrowings.
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The following table summarizes the terms of the @any’s derivative financial instruments at June Z1,0:

Hedge Product Hedge Type Notional Amount Strike Effective Date Maturity

Reverse Swap Agreeme Fair Value $ 61,77C  Libor plus 0.65% 10/31/2004 6/1/2009
Swap Agreement Cash Flow $ 63,00( 4.24% 2/1/2009 6/30/20132
Swap Agreement Cash Flow $ 26,00( 6.32% 7/1/2009 7/1/2014
Swap Agreement Cash Flow $ 8,46: 6.98% 7/27/200¢ 6/27/201€
Swap Agreement Cash Flow $ 10,00( 6.12% 11/2/200¢ 11/1/2014
Swap Agreement Cash Flow $ 20,70( 5.80% 6/11/201C 6/1/2015

Monthly interest payments were recognized as arase or decrease in interest expense as follows:

Classification of Three months ended June 3(C Six months ended June 3(C

Type Income (Expense’ 2010 2009 2010 2009
Reverse Swap Agreeme Interest expens $ — 3 49t $ — $ 91€
Swap Agreement Interest expens (315) (2449 (628) (244
Swap Agreement Interest expens (18%) — (36¢) —
Swap Agreement Interest expens (74) — (1449 —
Swap Agreement Interest expens (66) — (132) —
Swap Agreement Interest expens — — — —
$ 640 $ 251 $ (1,272) $ 672

Information relating to the gains recognized ondtvap agreements is as follows:

Gain (loss)
Location of reclassified from
Gain (loss) amounts OClI
recognized in OCI reclassified from Six months endec
Type June 30, 201( OCI into income June 30, 201(

Swap Agreement $ (1,820 Interest expens (62¢)
Swap Agreement (1,427 Interest expens (368
Swap Agreement (71¢) Interest expens (144
Swap Agreement (465) Interest expens (132
Swap Agreement (507) Interest expens —
$ (4,937) $ (1,272)

The Swap Agreements were highly effective for tixemonths ended June 30, 2010. The losses refidasiom other comprehensive inco
(“OCI" in the preceding table represent the effezportion of the Company’s cash flow hedges &sifeed from OCI to interest expense
during the six months ended June 30, 2010.

The balance sheet classification and carrying ansonfithe interest rate swaps are as follows:

Asset (Liability) Derivatives

June 30, 201( December 31, 200!
Derivatives designated as hedgin Balance Shee Fair Balance Shee Fair
instruments: Location Value Location Value

Swap Agreement Other liabilities $ (2,820) Other liabilities $ (340
Swap Agreement Other liabilities (1,427 Other liabilities (478
Swap Agreement Other liabilities (71€) Other liabilities (244)
Swap Agreement Other liabilities (465) Other liabilities (49
Swap Agreement Other liabilities (507) N/A —

$ (4,937) $ (1,111
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10. NOTES PAYABLE TO TRUSTS

During July 2005, ESS Statutory Trust Il (the “Stull”), a newly formed Delaware statutory trusidsa wholly-owned, unconsolidated
subsidiary of the Operating Partnership, issuedggregate of $40,000 of preferred securities whiakure on July 31, 2035. In addition, the
Trust lll issued 1,238 of Trust common securiteshte Operating Partnership for a purchase pricgl¢¥38. On July 27, 2005, the proceeds
from the sale of the preferred and common secsriffeb41,238 were loaned in the form of a notdho@perating Partnership (“Note 3”).
Note 3 has a fixed rate of 6.91% through July 31LR and then will be payable at a variable rateétp the thre-month LIBOR plus 2.40%
per annum. The interest on Note 3, payable qugrteill be used by the Trust Il to pay dividends the trust preferred securities. The trust
preferred securities may be redeemed by the Tritistn@ prepayment premium after July 27, 2010.

During May 2005, ESS Statutory Trust Il (the “Truig}, a newly formed Delaware statutory trust amaholly-owned, unconsolidated
subsidiary of the Operating Partnership, issuedggregate of $41,000 of preferred securities whiakure on June 30, 2035. In addition, the
Trust Il issued 1,269 of Trust common securitied®Operating Partnership for a purchase pricgld¢¥69. On May 24, 2005, the proceeds
from the sale of the preferred and common secsarifeb42,269 were loaned in the form of a notde®@perating Partnership (“Note 27).
Note 2 had a fixed rate of 6.67% through June 8@02and then will be payable at a variable ratea&to the thre-month LIBOR plus

2.40% per annum effective until maturity. The iettron Note 2, payable quarterly, will be usedhgyTrust Il to pay dividends on the trust
preferred securities. The trust preferred secsriti@ay be redeemed by the Trust with no prepaymentipm after June 30, 2010.

During April 2005, ESS Statutory Trust | (the “Tt)sa newly formed Delaware statutory trust angtelly-owned, unconsolidated
subsidiary of the Operating Partnership issuedgamnegate of $35,000 of trust preferred securitibelwvmature on June 30, 2035. In addition,
the Trust issued 1,083 of trust common securibgbé Operating Partnership for a purchase prickl@i83. On April 8, 2005, the proceeds
from the sale of the trust preferred and commounriies of $36,083 were loaned in the form of aenotthe Operating Partnership (the
“Note”). The Note has a variable rate equal tottiree-month LIBOR plus 2.25% per annum. Effectiveel30, 2010, the Trust entered into a
interest rate swap that fixes the interest rateetpaid at 5.62% and matures on June 30, 2015.intdrest on the Note, payable quarterly,

be used by the Trust to pay dividends on the preferred securities. The trust preferred secsriti@ay be redeemed by the Trust with no
prepayment premium after June 30, 2010.

The Trust, Trust Il and Trust Ill are VIEs becatise holders of the equity investment at risk (tustt preferred securities) do not have the
power to direct the activities of the entities thaist significantly affect the entities’ economierformance because of their lack of voting or
similar rights. Because the Operating Partnership/estment in the trustsbmmon securities was financed directly by thet¢ras a result «
its loan of the proceeds to the Operating Partmgr#at investment is not considered to be antggovestment at risk. The Operating
Partnership’s investment in the trusts is not e interest because equity interests are variaidrests only to the extent that the
investment is considered to be at risk, and theedfte Operating Partnership cannot be the pritangficiary of the trusts. Since the
Company is not the primary beneficiary of the tsu#iey have not been consolidated. A debt olidigdtas been recorded in the form of
notes as discussed above for the proceeds, wheobmazd to the Trust, Trust Il and Trust Il by @empany. The Company has also
recorded its investment in the trusts’ common séedras other assets.

The Company has not provided financing or othepstpduring the periods presented to the trustsithweas not previously contractually
obligated to provide. The Compasyhaximum exposure to loss as a result of its irerokent with the trusts is equal to the total amaiirthe
notes discussed above less the amounts of the @Qyfspavestments in the trusts’ common securiti€he net amount is the notes payable
that the trusts owe to third parties for their isiveents in the trustgreferred securities. Following is a tabular corigma of the liabilities th
Company has recorded as a result of its involvesneith the trusts to the maximum exposure to lbesGompany is subject to related to the
trusts as of June 30, 2010:

Notes payable

to Trusts as of Maximum
June 30, 201( exposure to los: Difference
Trust $ 36,08: $ 35,000 $ 1,08:
Trust Il 42,26¢ 41,00( 1,26¢
Trust Il 41,23¢ 40,00( 1,23¢
$ 119,59( $ 116,000 $ 3,59(

As noted above, these differences represent thessthat the trusts would repay the Company foinigestment in the trusts’ common
securities.
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11. EXCHANGEABLE SENIOR NOTES

On March 27, 2007, our Operating Partnership is§2&@,000 of its 3.625% Exchangeable Senior NatesApril 1, 2027 (the “Notes”).
Costs incurred to issue the Notes were approxim&®[700. The remaining portion of these costsairg amortized over five years, which
represents the estimated term of the Notes, anmsh@lteled in other assets in the condensed coraeticbalance sheet as of June 30, 2010.
The Notes are general unsecured senior obligatibtiee Operating Partnership and are fully guameahtey the Company. Interest is payable
on April 1 and October 1 of each year until theumig date of April 1, 2027. The Notes bear int¢r@s3.625% per annum and contain an
exchange settlement feature, which provides thralibtes may, under certain circumstances, be egeladate for cash (up to the principal
amount of the Notes) and, with respect to any exegshange value, for cash, shares of our comnogk st a combination of cash and
shares of our common stock at an exchange rateppbrimately 42.6491 shares per one thousand dgilancipal amount of Notes at the
option of the Operating Partnership.

The Operating Partnership may redeem the Notesyatirae to preserve the Company’s status as a REladdition, on or after April 5,
2012, the Operating Partnership may redeem thesNotecash, in whole or in part, at 100% of theagipal amount plus accrued and unpaid
interest, upon at least 30 days but not more taaiafys prior written notice to holders of the Notes

The holders of the Notes have the right to reqlieeOperating Partnership to repurchase the Notesagh, in whole or in part, on each of
April 1, 2012, April 1, 2017 and April 1, 2022, angdon the occurrence of a designated event, in easd for a repurchase price equal to
100% of the principal amount of the Notes plus aedrand unpaid interest. Certain events are carsid&vents of Default,” as defined in
the indenture governing the Notes, which may raauhe accelerated maturity of the Notes.

GAAP requires entities with convertible debt instients that may be settled entirely or partiallgash upon conversion to separately acc
for the liability and equity components of the hushent in a manner that reflects the issuer’s egoainterest cost. The Company therefore
accounts for the liability and equity componentshaf Notes separately. The equity component isideel in the paid-in-capital section of
stockholders’ equity on the condensed consolidasdgince sheet, and the value of the equity compaséreated as original issue discount
for purposes of accounting for the debt compondiie discount is being amortized over the periothefdebt as additional interest expense.

Information about the carrying amounts of the ggo@mponent, the principal amount of the liabitymponent, its unamortized discount,
and its net carrying amount are as follows:

June 30, 2010 December 31, 2009
Carrying amount of equity compone $ 19,54 $ 19,54¢
Principal amount of liability compone $ 87,66: $ 87,66!
Unamortized discour (3,049 (3,869
Net carrying amount of liability compone $ 84,61« $ 83,79

The discount will be amortized over the remainiegi@d of the debt through its first redemption dafté\pril 1, 2012. The effective interest
rate on the liability component is 5.75%. The antaf interest cost recognized relating to the cwital interest rate and the amortization of
the discount on the liability component is as fako

Three months ended June 3( Six months ended June 3(

2010 2009 2010 2009
Contractual interes $ 792 % 1,13t $ 157¢ $ 2,85:
Amortization of discoun 41€ 562 82C 1,40¢
Total interest expense recogniz $ 1,20¢ $ 169t $ 2,39 $ 4,251

Repurchases of Not

The Company has repurchased a portion of its Nofee. Company allocated the value of the consiaergiaid to repurchase the Notes (1
the extinguishment of the liability component a@jithe reacquisition of the equity component. &hmunt allocated to the extinguishment
of the liability component is equal to the fair walof that component immediately prior to extinaient. The difference between the
consideration attributed to the extinguishmentheflfability component and the sum of (a) the ra@tyding amount of the repurchased liability
component, and (b) the related unamortized debarsse costs is recognized as a gain on debt eidimgent. The remaining settlement
consideration is allocated to the reacquisitiothefequity component of the repurchased Notesrecwhnized as a reduction of stockholders’
equity.
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Information on the repurchases and the relatedsgaias follows:

May 2009 March 2009

Principal amount repurchas $ 43,000 $ 71,50(
Amount allocated tc

Extinguishment of liability componel $ 35,000 $ 43,80(

Reacquisition of equity compone 1,34(C 718
Total cash paid for repurcha $ 36,34( $ 44,511
Exchangeable senior notes repurch: $ 43,000 $ 71,50(
Extinguishment of liability compone! (35,000 (43,800
Discount on exchangeable senior nc (2,349 (4,209
Related debt issuance co (55¢) (1,009
Gain on repurchas $ 509 $ 22,48:

12. LINES OF CREDIT

On June 4, 2010, the Company entered into a $45¢@ving secured line of credit (the “Third Creline”) that is collateralized by
mortgages on certain lease-up real estate assktaamres on May 31, 2013 with a two-year extensjation available. The Company
intends to use the proceeds of the Third Credié tinrepay debt and for general corporate purposhe.Third Credit Line has an interest
of LIBOR plus 350 basis points (3.85% at June 80,03. The Third Credit Line is guaranteed by tlenpany. As of June 30, 2010, the
Credit Line had $19,200 of capacity based on thsdeup of the assets collateralizing the Third €itgde. At June 30, 2010, $0 was drawn
on the Third Credit Line.

On February 13, 2009, the Company entered intd0z0$9 revolving secured line of credit (the “SecanydCredit Line”) that is collateralized
by mortgages on certain real estate assets andenatn February 13, 2012. The Company intendse¢che proceeds of the Secondary
Credit Line to repay debt and for general corpopateoses. The Secondary Credit Line has an stteaite of LIBOR plus 325 basis points
(3.60% at June 30, 2010 and 3.48% at December0®B)2 As of June 30, 2010 and December 31, 20@9e twas $40,000 and $0,
respectively, drawn on the Secondary Credit Lifibe Secondary Credit Line is guaranteed by the Goyp

On October 19, 2007, the Operating Partnershigreditato a $100,000 revolving line of credit (tH@rédit Line” and together with the
Secondary Credit Line and the Third Credit Line t€redit Lines”) that matures on October 31, 204 two oneyear extensions availab
As of June 30, 2010 and December 31, 2009, $10®@80drawn on the Credit Line. The Company inténdsse the proceeds of the Credit
Line to repay debt and for general corporate puepodhe Credit Line has an interest rate of batvi@® and 205 basis points over LIBOR,
depending on certain financial ratios of the Conyp@dn35% at June 30, 2010 and 1.23% at Decembe2(B). The Credit Line is
collateralized by mortgages on certain real estagets. As of June 30, 2010, the Credit Line H&a® H00 of capacity based on the assets
collateralizing the Credit Line.
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13. OTHER LIABILTIES

The components of other liabilities are summariagdollows:

June 30, 201( December 31, 200!
Deferred rental incom $ 11,60¢ $ 12,04
Lease obligation liabilit 5,36¢ 6,26(
Fair value of interest rate swa 4,937 1,111
Income taxes payab 1,352 2,14t
Other miscellaneous liabilitie 1,51¢ 3,41:
$ 24,78 % 24,97

14. RELATED PARTY AND AFFILIATED REAL ESTATE JOINT VENT URE TRANSACTIONS

The Company provides management and developmernteagito certain joint ventures, franchises, tipiadties and other related party
properties. Management agreements provide gendoalimanagement fees of 6% of gross rental revefardbe management of operation
the self-storage facilities.

Management fee revenues for related parties aild&ffl real estate joint ventures are summarizefbiows:

Three months ended June 30, Six months ended June 30,

Entity Type 2010 2009 2010 2009

ESW Affiliated real estate joint venture $ 101 $ 99 $ 101 $ 20z
ESW II Affiliated real estate joint venturt 78 77 78 154
ESNPS Affiliated real estate joint venture 114 111 114 22¢
ESSM Affiliated real estate joint venturt 7 — 7 —
HSRE Affiliated real estate joint venture 19t — 19t —
PRISA Affiliated real estate joint venturt 1,18¢ 1,17¢ 1,18¢ 2,431
PRISA Il Affiliated real estate joint venturt 98¢ 977 98¢ 2,00z
PRISA lII Affiliated real estate joint venturt 427 41€ 427 841
VRS Affiliated real estate joint venturt 28¢ 28C 283 567
WCOT Affiliated real estate joint venturt 363 35¢ 363 732
SP | Affiliated real estate joint venture 311 30¢€ 311 627
SPB I Affiliated real estate joint venture 23:< 23¢ 23¢ 47¢€
Everest Affiliated real estate joint venturt 11¢€ 111 11¢€ 22t
Other Franchisees, third parties and ot 1,25( 1,127 6,80z 2,00¢

$ 5,65 $ 527t $ 11,20¢ $ 10,49

Receivables from related parties and affiliated estate joint ventures are summarized as follows:

June 30, 201( December 31, 200!
Mortgage notes receivak $ 11,04C $ —
Other receivables from properti 9,54¢ 5,114
$ 20,58¢ $ 5,114

Other receivables from properties consist of am®dae for management fees, development fees amhsep paid by the Company on be
of the properties that the Company manages. Timep@oy believes that all of these related partyaffililated joint venture receivables are
fully collectible. The Company did not have any ghles to related parties at June 30, 2010 or DeeeB81h 2009.

In January 2009, the Company purchased a lendeereist in a construction loan from a joint ventilna owns a single property located in
Sacramento, CA. The construction loan was to BES®oramento One, LLC, a joint venture in which @@mpany owns a 50% interest, and
was guaranteed by the Company. In July 2009, tvagany purchased a lender’s interest in a mortgatgefrom a joint venture that owns a
single property located in Chicago, IL. The notswo Extra Space of Montrose, a joint venture fiictv the Company holds a 39% interest,
and was also guaranteed by the Company. Both ES8mamento One, LLC and Extra Space of Montrosewonsolidated as of
December 31, 2009 as each joint venture was cameside be a VIE of which the Company was the printsmeficiary. The construction
loan and mortgage note receivable were eliminayetthéd Company in consolidation as of December 8092 On January 1, 2010, the
Company adopted changes to the accounting guidark8C 810,"Consolidation.” As a result of the adoption of this new guidanbe, t
Company determined that these joint ventures shoaldnger
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be consolidated as the power to direct the adivitihat most significantly impact these entitiesireomic performance are shared equally by
the Company and their joint venture partners, &edefore there is no primary beneficiary of eitjoént venture. The Company therefore
deconsolidated these joint ventures as of Janya&2910 and removed the associated assets andtibitom its books. The $7,295 note
receivable from Extra Space of Montrose and th@4&construction loan receivable from ESS of SaeramOne, LLC are no longer
eliminated in consolidation as the Company now ant®for its interest in these joint ventures omelquity method of accounting.

Centershift, a related party service provider,agiplly owned by certain directors and membermahagement of the Company. Effective
January 1, 2004, the Company entered into a licegsement with Centershift to secure a perpeigiad for continued use of STORE (the
site management software used at all sites opebgtéte Company) in all aspects of the Companydperty acquisition, development,
redevelopment and operational activities. The Caompenid Centershift $178 and $293 for the threethmanded June 30, 2010 and 2009,
respectively, and $367 and $584 for the six moatided June 30, 2010 and 2009, respectively, rgladithe purchase of software and to
license agreements.

The Company has entered into an aircraft dry laaseservice and management agreement with SpenlA€o(“SpenAero”), an affiliate of
Spencer F. Kirk, the Company’s Chairman and Chiefdative Officer. Under the terms of the agreemttre Company pays a defined
hourly rate for use of the aircraft. The Compaaijd@BSpenAero and related entities $212 and $13théothree months ended June 30, 2010
and 2009, respectively, and $392 and $310 forithmenths ended June 30, 2010 and 2009, respectivVdie services that the Company
receives from SpenAero are similar in nature amckpo those that are provided to other outsidel tharties.

15. STOCKHOLDERS’ EQUITY

The Company’s charter provides that it can issug0D0,000,000 shares of common stock, $0.01 glaeper share and 50,000,000 shares
of preferred stock, $0.01 par value per share.fAkioe 30, 2010, 87,481,903 shares of common steck issued and outstanding and no
shares of preferred stock were issued and outstgndi

All holders of the Company’s common stock are &dito receive dividends and to one vote on altenatsubmitted to a vote of
stockholders. The transfer agent and registrath®iCompany’s common stock is American Stock Tean& Trust Company.

16. NONCONTROLLING INTEREST REPRESENTED BY PREFERRED OP ERATING PARTNERSHIP UNITS

On June 15, 2007, the Operating Partnership eniet@é Contribution Agreement with various limitpdrtnerships affiliated with AAAAA
Rent-A-Space to acquire ten self-storage facilitiee “Properties”jn exchange for the issuance of newly designateteRred OP units of t
Operating Partnership. The self-storage faciliieslocated in California and Hawaii.

On June 25 and 26, 2007, nine of the ten propestéze contributed to the Operating Partnershipxehange for consideration totaling
$137,800. Preferred OP units totaling 909,075, witlalue of $121,700, were issued along with tiseimption of approximately $14,200 of
third-party debt, of which $11,400 was paid ofthtse. The final property was contributed on Augys2007 in exchange for consideration
totaling $14,700. 80,905 Preferred OP units witlalme of $9,800 were issued along with $4,900 shca

On June 25, 2007, the Operating Partnership lotveedolders of the Preferred OP units $100,000.1kdte receivable bears interest at
4.85%, and is due September 1, 2017. The loarcigesa by the borrower’s Preferred OP units. Thelérd of the Preferred OP units can
convert up to 114,500 Preferred OP units priohtorhaturity date of the loan. If any redemptioexaess of 114,500 Preferred OP units
occurs prior to the maturity date, the holder & Breferred OP units is required to repay the &xmaof the date of that Preferred OP unit
redemption. Preferred OP units are shown on thembel sheet net of the $100,000 loan because theWmrunder the loan receivable is also
the holder of the Preferred OP units.

The Operating Partnership entered into a Secondndeteand Restated Agreement of Limited Partnetgh@“Partnership Agreement”)
which provides for the designation and issuandb®Preferred OP units. The Preferred OP unitshaWe priority over all other partnership
interests of the Operating Partnership with respedistributions and liquidation.

Under the Partnership Agreement, Preferred OP imttsee amount of $115,000 bear a fixed priorityure of 5% and have a fixed liquidation
value of $115,000. The remaining balance partiepat distributions with and has a liquidation \ea&qual to that of the common OP units.
The Preferred OP units became redeemable at tfenayftthe holder on September 1, 2008, which rqutém obligation may be satisfied, at
the Company’s option, in cash or shares of its comstock.
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On September 18, 2008, the Operating Partnershgezhinto a First Amendment to the Second AmerasetiRestated Agreement of
Limited Partnership of Extra Space Storage LP aoifyi certain tax-related provisions relating te treferred OP units.

GAAP requires a company to present ownership isteri@ subsidiaries held by parties other tharctmepany in the consolidated financial
statements within the equity section but separata the company’s equity. It also requires the amof consolidated net income (loss)
attributable to the parent and to the noncontrgliitterest to be clearly identified and presentedhe face of the consolidated statement of
operations and requires changes in ownership sitevde accounted for similarly as equity transast If noncontrolling interests are
determined to be redeemable, they are to be caatittbir redemption value as of the balance sthetetand reported as temporary equity.

The Company has evaluated the terms of the Prdf@PReunits and classifies the noncontrolling inderepresented by the Preferred OP units
as stockholders’ equity in the accompanying conelémensolidated balance sheets. The Company evibgically evaluate individual
noncontrolling interests for the ability to conteto recognize the noncontrolling amount as permia@guity in the condensed consolidated
balance sheets. Any noncontrolling interestsfiiato quality as permanent equity will be recifiesl as temporary equity and adjusted to
greater of (a) the carrying amount, or (b) its ragéon value as of the end of the period in whioh determination is made.

17. NONCONTROLLING INTEREST IN OPERATING PARTNERSHIP

The Company'’s interest in its properties is heldtigh the Operating Partnership. ESS Holding Bssiffeust |, a wholly owned subsidiary
of the Company, is the sole general partner oftperating Partnership. The Company, through ES8irgBusiness Trust Il, a wholly
owned subsidiary of the Company, is also a limjgadner of the Operating Partnership. Betweendtsegal partner and limited partner
interests, the Company held a 94.99% majority oshmprinterest therein as of June 30, 2010. The irengaownership interests in the
Operating Partnership (including Preferred OP Jioit$5.01% are held by certain former owners oktsacquired by the Operating
Partnership. As of June 30, 2010, the OperatimnB=ship had 3,627,368 common OP units outstanding

The noncontrolling interest in the Operating Parghip represents common OP units that are not olpelde Company. In conjunction with
the formation of the Company and as a result o§sgbent acquisitions, certain persons and entitieibuting interests in properties to the
Operating Partnership received limited partnersimips in the form of either OP units or Conting@unversion Units. Limited partners who
received OP units in the formation transactionm@xchange for contributions for interests in muj@s have the right to require the
Operating Partnership to redeem part or all ofrtb@mmon OP units for cash based upon the fair etasddue of an equivalent number of
shares of the Company’s common stock (10 day ae¢@tghe time of the redemption. Alternativelye thompany may, at its option, elect to
acquire those OP units in exchange for shares @binmon stock on a one-for-one basis, subjeattteddution adjustments provided in the
Partnership Agreement. The ten day average claotk price at June 30, 2010 was $14.48 and there 3,627,368 common OP units
outstanding. Assuming that all of the unit holdexercised their right to redeem all of their comn@ units on June 30, 2010 and the
Company elected to pay the noncontrolling membass cthe Company would have paid $52,524 in cashideration to redeem the OP
units.

GAAP requires a company to present ownership isteti@ subsidiaries held by parties other tharctvepany in the consolidated financial
statements within the equity section but separata the company’s equity. It also requires the amof consolidated net income (loss)
attributable to the parent and to the noncontrgliitterest to be clearly identified and presentedhe face of the consolidated statement of
operations and requires changes in ownership sttewde accounted for similarly as equity transast If noncontrolling interests are
determined to be redeemable, they are to be catidtkir redemption value as of the balance stietetand reported as temporary equity.

The Company has evaluated the terms of the comnfoars and classifies the noncontrolling inteneshe Operating Partnership as
stockholders’ equity in the accompanying condemsedolidated balance sheets. The Company wilbdexally evaluate individual
noncontrolling interests for the ability to conteto recognize the noncontrolling amount as perma@guity in the condensed consolidated
balance sheets. Any noncontrolling interestsfiiato quality as permanent equity will be recifiesl as temporary equity and adjusted to
greater of (a) the carrying amount, or (b) its mmgéon value as of the end of the period in whiod determination is made.

18. OTHER NONCONTROLLING INTERESTS

Other noncontrolling interests represent the owrprmiterests of various third parties in threesmiated self-storage properties as of
June 30, 2010. Two of these consolidated promantere under development, and one was in the lgastage at June 30, 2010. The
ownership interests of the third party owners rafinge 10% to 35%. Other noncontrolling interests iacluded in the stockholders’ equity
section of the Company’s condensed consolidatezhbalsheet. The income or losses attributableetetthird party owners based on their
ownership percentages are reflected in net incdmss)(allocated to the Operating Partnership ahdratoncontrolling interests in the
condensed consolidated statement of operations.
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On June 25, 2010, the Company acquired all of iterity partners’ membership interests in two cditeded self-storage properties located
in New Jersey for a total of $50 in cash. Botlhafse properties are in the lease-up stage ambarevholly owned by the Company.

19. STOCK-BASED COMPENSATION
The Company has the following plans under whichrehavere available for grant at June 30, 2010:

*  The 2004 Long-Term Incentive Compensation Plamasnaled and restated effective March 25, 2008, and
*  The 2004 Non-Employee Directors’ Share Plan (togretthe “Plans”).

Option grants are issued with an exercise pricaleguhe closing price of the Company’s commortiston the date of grant. Unless
otherwise determined by the Compensation, Nomigatimd Governance Committee at the time of granioep vest ratably over a four-year
period beginning on the date of grant. Each optidhbe exercisable once it has vested. Optiaesexercisable at such times and subject to
such terms as determined by the Compensation, Ndimgnand Governance Committee, but under no cistances will be exercised if such
exercise would cause a violation of the ownersimiit in the Company’s charter. Options expire Bass from the date of grant.

Also, as defined under the terms of the Plansticéstl stock grants may be awarded. The stockigjame subject to a performance or vesting
period over which the restrictions are lifted ahd stock certificates are given to the granteeririguthe performance or vesting period, the
grantee is not permitted to sell, transfer, ple@geumber or assign shares of restricted stockepamder the Plans, however the grantee has
the ability to vote the shares and receive noreftable dividends paid on the shares. The fonfeitind transfer restrictions on the shares
lapse over a four-year period beginning on the dagrant.

As of June 30, 2010, 2,888,454 shares were avaifabissuance under the Plans.

A summary of stock option activity is as follows:

Weighted Average Aggregate Intrinsic
Weighted Average Remaining Value as of June 30,

Options Number of Shares Exercise Price Contractual Life 2010
Outstanding at December 31, 2( 3,457,041 $ 13.0%Z

Granted 308,68( 11.7¢

Exercisec (344,46() 10.7¢

Forfeited (109,229 9.8¢

Outstanding at June 30, 20 3,312,004 $ 13.2¢ 6.2z $ 5,761
Vested and Expected to Ve 3,121,111 $ 13.4¢ 6.0 $ 4,96¢
Ending Exercisabl 2,253,96. $ 14.52 511 $ 1,54:%

The aggregate intrinsic value in the table abopeasents the total value (the difference betweerCtbmpany’s closing stock price on the last
trading day of the second quarter of 2010 and Xleecise price, multiplied by the number of in-themsy options) that would have been
received by the option holders had all option hadd=xercised their options on June 30, 2010. Theuatof aggregate intrinsic value will
change based on the fair market value of the Cogipatock.

The weighted average fair value of stock optiormntgd for the six months ended June 30, 2010 a8, 2@as $3.27 and $1.31, respectively.
The fair value of each option grant is estimatedgithe Black-Scholes option-pricing model with fb#lowing weighted average
assumptions:

Six months ended June 3(

2010 2009
Expected volatility 47% 48%
Dividend yield 5.3% 6.9%
Risk-free interest rat 2.3% 2.5%
Average expected term (yea 5 5

The Black-Scholes model incorporates assumptionaltee stock-based awards. The rigde rate is based on the U.S. Treasury yield cur
effect at the time of grant for the estimated tiféhe option. The Company uses actual historiath do calculate the

24




Table of Contents

expected price volatility, dividend yield and avggaxpected term. The forfeiture rate, which tgrested at a weightedverage of 15.74% «
unvested options outstanding as of June 30, 28X0jjusted based on the extent to which actuadifares differ, or are expected to differ,
from the previous estimates.

The Company recorded compensation expense relatiogtstanding options of $195 and $216 for theghmonths ended June 30, 2010 and
20009, respectively, and $391 and $477 for the sintims ended June 30, 2010 and 2009, respectifélg.Company received net proceeds
from the exercise of options of $3,217 and $0 lierthree months ended June 30, 2010 and 2009¢cteshe and $3,705 and $0 for the six
months ended June 30, 2010 and 2009, respecti¥elyune 30, 2010, there was $1,436 of total urgeized compensation expense related
to non-vested stock options under the Company’¢l 2@hg-Term Incentive Compensation Plan. That cost is ebgokto be recognized ove
weighted-average period of 2.57 years. The valnatiodel applied in this calculation utilizes sulijee assumptions that could potentially
change over time, including the expected forfeitate. Therefore, the amount of unrecognized cosgt@n expense at June 30, 2010, noted
above does not necessarily represent the expeatseithultimately be realized by the Company ir tstatement of operations.

Common Stock Granted to Employees and Directors

The Company granted 137,470 and 223,828 sharaswhon stock to certain employees and directorgiouit monetary consideration under
the Plans during the three months ended June 30, &@d 2009, respectively, and 440,230 and 53&B6Ees during the six months ended
June 30, 2010 and 2009, respectively. The Compasgrded compensation expense related to outsastares of common stock grante:
employees and directors of $1,288 and $1,045 fottiree months ended June 30, 2010 and 2009, teshecand $2,011 and $1,683 for the
six months ended June 30, 2010 and 2009, resplgctive

The fair value of common stock awards is determim&ged on the closing trading price of the Compmaogimmon stock on the grant date.

A summary of the Company’s employee share graitigeis as follows:

Weighted-Average

Restricted Stock Grants Shares Grant-Date Fair Value

Unreleased at December 31, 2( 768,92¢ $ 9.9t
Granted 440,23( 12.1¢
Release( (217,81 10.8¢
Cancellec (57,957) 10.0¢
Unreleased at June 30, 2C 933,3% § 10.7¢

20. INCOME TAXES

As a REIT, the Company is generally not subjedetieral income tax with respect to that portioft®fncome which is distributed annually
to its stockholders. However, the Company has edetd treat one of its corporate subsidiaries,&%fwace Management, Inc., as a taxable
REIT subsidiary (“TRS”). In general, the CompanyRS may perform additional services for tenants generally may engage in any real
estate or non-real estate related business (efaeghte operation or management of health carditiasior lodging facilities or the provision
to any person, under a franchise, license or otisepf rights to any brand name under which logdacility or health care facility is
operated). A TRS is subject to corporate federabine tax. The Company accounts for income taxasgéordance with the provisions of
ASC 740, “Income Taxes. Deferred tax assets and liabilities are deteadibased on differences between financial repoaimjtax bases
of assets and liabilities.
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The income tax provision is comprised of the folleagvcomponents:

Six months ended June 30, 2010

Federal State Total
Current $ 1,56 $ 207 % 1,77:
Change in deferred bene 48€ — 48€
Total tax expens $ 2,052 $ 207 $ 2,25¢

Six months ended June 30, 2009

Federal State Total
Current $ 1,99¢ $ 194 $ 2,192
Change in deferred bene (547) (54) (6071)
Total tax expens $ 1,451 $ 14C % 1,591

The major sources of temporary differences statélaedr deferred tax effects are as follows:

June 30, December 31
2010 2009

Captive insurance subsidiz $ 167 $ 182
Fixed asset 2,96¢ 3,122
Various liabilities 1,34¢ 1,60:
Stock compensatic 1,347 1,86t
State net operating loss 1,08¢ 93¢

6,91: 7,711
Valuation allowanc:t (2,120) (2,135
Net deferred tax ass $ 479§ 5,57¢

The state net operating losses expire between &d 2027 and have been fully reserved throughdheation allowances.

21. SEGMENT INFORMATION

The Company operates in three distinct segmentgréberty management, acquisition and developnf@htental operations; and (3) tenant
reinsurance. Financial information for the Comparusiness segments is set forth below:

June 30, 2010 December 31, 2009

Balance Sheet
Investment in real estate ventu

Rental operation $ 152,97¢ $ 130,44
Total asset

Property management, acquisition and developi $ 394,75 % 466,39¢

Rental operation 1,770,52. 1,922,64.

Tenant reinsuranc 13,83¢ 18,51«

$ 2,179,11' $ 2,407 ,55!
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Statement of Operations

Total revenue
Property management, acquisition and developi
Rental operation
Tenant reinsuranc

Operating expenses, including depreciation and @zation
Property management, acquisition and developi
Rental operation
Tenant reinsuranc

Income (loss) from operatiol
Property management, acquisition and developi
Rental operation
Tenant reinsuranc

Interest expens
Property management, acquisition and developi
Rental operation

Interest incomt
Property management, acquisition and developi
Tenant reinsuranc

Interest income on note receivable from Preferrpdr@ting Partnership
unit holder
Property management, acquisition and developi

Gain on repurchase of exchangeable senior |
Property management, acquisition and developi

Equity in earnings of real estate ventu
Rental operation

Income tax expens
Tenant reinsuranc

Net income (loss
Property management, acquisition and developi
Rental operation
Tenant reinsuranc

Depreciation and amortization expenst
Property management, acquisition and developi
Rental operation

Statement of Cash Flow:
Acquisition of real estate ass:
Property management, acquisition and developi

Development and construction of real estate a
Property management, acquisition and developi
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Three months ended June 3(

Six months ended June 3(

2010 2009 2010 2009
$ 5,65¢ 5,27¢ 11,208 $ 10,49
56,78t 58,70¢ 112,92 118,11
6,33¢ 5,08¢ 12,23( 9,70¢
$ 68,77 69,06 136,36+ $ 138,31
$ 11,85t 31,21 2342. $  4229(
32,65¢ 34,00¢ 66,59: 68,99:
1,457 1,471 2,68( 2,73:
$ 4597 66,69 9269t $ 114,01
$ (6,207) (25,93) (1221) $ (31,79
24,12; 24,69 46,33¢ 49,12
4,881 3,61 9,55( 6,97:
$  22,80¢ 2,37 43,66¢ $ 24,29
$ (790) 44E (1,577 $ (1,989
(15,859 (16,829 (32,750 (31,03)
$ (16,649 (16,379 (3432) $ (33,01
$ 20¢ 307 531 $ 82¢
2 14 5 33
$ 211 321 53¢ $ 852
$ 1,217 1,212 2,42 $ 2,42t
$ — 5,09: — $ 2757
$ 1,55¢ 1,641 3,060 $ 3,53¢
$ (1,219 (949) (2,259 $ (1,591)
$ (5,571) (18,88() (10,839 $ (2,959
9,827 9,51¢ 16,64¢ 21,62¢
3,66¢ 2,68¢ 7,29¢ 5,41¢
$ 7,02t (6,68)) 13,100 $  24,08:
$ 484 39¢ 928 $ 804
11,71¢ 12,44 23,69¢ 24,55¢
$ 12,20 12,84( 2462] $ _ 2536:
(16,460 $ (24,00
(18,309 $  (43,29)
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22. COMMITMENTS AND CONTINGENCIES

The Company has guaranteed loans for unconsolif@itgdsentures as follows:

Guaranteed Estimated
Loan Loan Amount Fair Market
Date of Maturity June 30, Value of
Guaranty Date 2010 Assets
Extra Space of Elk Grov Nov-08 Nov-10 $ 477 $ 7,317
ESS Baltimore LLC Nov-04 Fek-13 $ 4147 $ 6,997
Extra Space of Sacramento One L Apr-09 Apr-11  $ 5,000 $ 10,02}
Extra Space of Washington Avenue LI Mar-09 Mar-12 $ 6,051 $ 9,91«
Extra Space of Franklin Boulevard LL Aug-08 Aug-10 $ 523/ % 6,90¢

If the joint ventures default on the loans, the @any may be forced to repay the loans. Reposseanuhgr selling the self-storage facilities
and land that collateralizes the loans could previthds sufficient to reimburse the Company. Then@any has recorded no liability in
relation to these guarantees as of June 30, 28%fBedair value of the guarantees was not matdried Company believes the risk of
incurring a loss as a result of having to perfomrtleese guarantees is unlikely.

The Company has been involved in routine litigatising in the ordinary course of business. Adwfe 30, 2010, the Company was not
involved in any material litigation nor, to its kntedge, was any material litigation threatened agfat which, in the opinion of management,
is expected to have a material adverse effect®Cttimpany’s financial condition or results of opierss.
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Extra Space Storage Inc.
Management'’s Discussion and Analysis
Amounts in thousands, except property and share dat

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
CAUTIONARY LANGUAGE

The following discussion and analysis should bel ieaconjunction with our Unaudited Condensed Consolidated Financial Statésfieand
the “Notes to Unaudited Condensed Consolidated Finar®tialementsappearing elsewhere in this report and“tbensolidated Financial
Statements,” “Notes to Consolidated Financial Stagmts”and“Management’s Discussion and Analysis of Finan€aindition and Results
of Operations”contained in our Form 10-K for the year ended Ddmem31, 2009. We make statements in this sectatneatte forward-
looking statements within the meaning of the febeeaurities laws. For a complete discussion ofréod-looking statements, see the
section in this Form 10-Q entitledStatement on Forward-Looking Informatidn/Amounts in thousands except property and sHate
unless otherwise stated).

CRITICAL ACCOUNTING POLICIES

Our discussion and analysis of our financial caaditnd results of operations are based on ourditelicondensed consolidated financial
statements contained elsewhere in this report, iwiéwe been prepared in accordance with GAAP. @tasrto the unaudited condensed
consolidated financial statements contained elseminethis report and the audited financial stateimeontained in our Form 10-K for the
year ended December 31, 2009, describe the signtfaccounting policies essential to our unauditettiensed consolidated financ
statements. Preparation of our financial statemeugsires estimates, judgments and assumptionddli/e that the estimates, judgments
and assumptions which we have used are appropnateorrect based on information available atithe that they were made. These
estimates, judgments and assumptions can affecepaorted assets and liabilities as of the datbefinancial statements, as well as the
reported revenues and expenses during the pergseipied. If there are material differences betweese estimates, judgments and
assumptions and actual facts, our financial statésnmaay be affected.

In many cases, the accounting treatment of a pdatitransaction is specifically dictated by GAARJadoes not require our judgment in its
application. There are areas in which our judgniesetlecting among available alternatives wouldpgroduce a materially different result,
there are some areas in which our judgment in e¢eamong available alternatives would producessemally different result. See the notes
to the unaudited condensed consolidated finan@&éments that contain additional information relgag our accounting policies and other
disclosures.

OVERVIEW

We are a fully integrated, self-administered arfirsanaged REIT, formed to continue the businessmenced in 1977 by our predecessor
companies to own, operate, manage, acquire, deaeldpedevelop professionally managed self-stopagerties. We derive our revenues
from rents received from tenants under existingdsaat each of our self-storage properties, fromagement fees on the properties we
manage for joint venture partners, franchiseesusadfiliated third parties and from our tenant seirance program. Our management fee is
equal to approximately 6% of total revenues geedray the managed properties.

We operate in competitive markets, often where goress have multiple self-storage properties fronctvbo choose. Competition has
impacted, and will continue to impact our propegsgults. We experience seasonal fluctuations inmenecy levels, with occupancy levels
generally higher in the summer months due to irs@danoving activity. Our operating results deperdemially on our ability to lease
available self-storage units, to actively managealerates, and on the ability of our tenants t&en@@quired rental payments. We believe we
are able to respond quickly and effectively to demin local, regional and national economic comt by centrally adjusting rental rates
through the combination of our revenue managenaamhtand our industry-leading technology systems.

We continue to evaluate a range of new initiataed opportunities in order to enable us to maxirsteekholder value. Our strategies to
maximize stockholder value include the following:

. Maximize the performance of properties throughtsigic, efficient and proactive managemaétie pursue revenue generating and
expense minimizing opportunities in our operatiddsr revenue management team seeks to maximizaue\s responding to
changing market conditions through our technologstesm’s ability to provide real-time,
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interactive rental rate and discount management.s2e allows greater ability than the majorityoofr competitors to implement
national, regional and local marketing programsictvlive believe will attract more customers to dores at a lower net cost.

. Expand our management busine€ur management business enables us to genecegased revenues through management fees
and expand our geographic footprint. This exparidetprint enables us to reduce our operating dbstsigh economies of scale.
In addition, we see our management business asir@ facquisition pipeline. We pursue strategictieeships with owners that
strengthen our acquisition pipeline through agregmenhich often gives us first right of refusalpiorchase the managed property
in the event of a potential sale.

. Acquire self-storage properties from strategic pars and third partiesOur acquisitions team continues to selectively paithe
acquisition of single properties and multi-propgrtyrtfolios that we believe can provide stockholdgue. We have established a
reputation as a reliable, ethical buyer, which wkeve enhances our ability to negotiate and cémspiisitions. In addition, we
believe our status as an UPREIT enables flexibilibyen structuring deals.

U.S. and international market and economic conutivpave been challenging, with tighter credit cbads and slower growth. For the six
months ended June 30, 2010, continued concerng #iwosystemic impact of inflation, energy cosepmplitical issues, the availability and
cost of credit and other macro-economic factoret@ntributed to increased market volatility anahidished expectations for the global
economy and increased market uncertainty and itisgabContinued turbulence in U.S. and internabmarkets and economies may
adversely affect our liquidity and financial conalit, and the financial condition of our customelfsthese market conditions continue, they
may result in an adverse effect on our financialdition and results of operations.

PROPERTIES

As of June 30, 2010, we owned or had ownershipéaste in 649 operating self-storage propertiegsh€ge properties, 280 are wholly-owned
and 369 are held in joint ventures. In addition,memaged an additional 140 properties for franesise third parties bringing the total
number of operating properties which we own andianage to 789. These properties are located &ta@8s and Washington, D.C. As of
June 30, 2010, we owned and/or managed approxiyriiehillion square feet of space with more thaf,@00 customers.

Our properties are generally situated in conventaghly visible locations clustered around larggplation centers such as Atlanta,
Baltimore/Washington, D.C., Boston, Chicago, Dalldsuston, Las Vegas, Los Angeles, Miami, New YGity, Orlando, Philadelphia,
Phoenix, St. Petersburg/Tampa and San Francisclai@hkrhese areas all enjoy above-average popnlgtmwth and income levels. The
clustering of assets around these population cesteables us to reduce our operating costs threcgmomies of scale.

We consider a property to be in the lease-up sifigeit has been issued a certificate of occupamatybefore it has achieved stabilization.
We consider a property to be stabilized once itdwmseved either an 80% occupancy rate for a edryneasured as of January 1, or has beer
open for three years. Although leases are shart-terduration, the typical tenant tends to remaiow properties for an extended period of
time. For properties that were stabilized as o£J80, 2010, the median length of stay was appraeipnaleven months. The average annual
rent per square foot at these stabilized propentas$13.25 at June 30, 2010 compared to $13.39nat30, 2009.

Our property portfolio is made up of different tgpef construction and building configurations degirg on the site and the municipality
where it is located. Most often sites are what weser “hybrid” facilities, a mix of both drive-upuildings and multi-floor buildings. We
have a number of multi-floor buildings with elevatrcess only, and a number of facilities featugnmund-floor access only.
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The following table sets forth additional inforn@tiregarding the occupancy of our stabilized pridgpeon a state-by-state basis as of

June 30, 2010 and 2009. The information as of 30n2009 is on a pro forma basis as though alptbperties owned and/or managed at

June 30, 2010 were under our control as of Jun2@IH.

Stabilized Property Data Based on Location

Company

Company

Pro forma

Number of Number of Units as of

Number of Units as of

Net Rentable Square
Feet as of June 30,

Net Rentable Square
Feet as of June 30,

Occupancy % June 30,

Occupancy % June 30,

Location Properties June 30, 2010(1) June 30, 2009 2010(2)
Wholly-owned properties
Alabama 1 587 587 78,24( 76,96( 79.1% 81.(%
Arizona 15 2,80t 2,83¢ 347,19¢ 347,13t 86.7% 84.(%
California 43 34,23¢ 34,25¢ 3,377,22 3,354,501 83.6% 82.5%
Colorado 8 3,77¢ 3,79¢ 476,43¢ 476,40¢ 90.1% 85.2%
Connecticut 3 2,011 2,02¢ 178,04( 178,11! 91.% 88.8%
Florida 28 18,26¢ 18,34¢ 1,945,61! 1,946,17 84.2% 81.€%
Georgia 13 7,05¢ 7,06¢ 914,06! 913,65- 83.4% 80.2%
Hawaii 2 2,84¢ 2,85¢ 145,69¢ 145,65 80.9% 77.%%
lllinois 5 3,33¢ 3,32¢ 342,23¢ 342,09: 86.2% 81.5%
Indiana 6 3,47¢ 3,51C 412,70¢ 412,79¢ 87.8% 86.€%
Kansas 1 507 50€ 50,31( 50,19( 88.6% 86.C%
Kentucky 3 1,57¢ 1,587 193,90: 194,10: 92.(% 90.£%
Louisiana 2 1,412 1,412 150,03t 149,87! 87.1% 87.2%
Maryland 10 7,92¢ 7,93¢ 847,52¢ 847,52: 90.2% 86.7%
Massachuseti 28 16,73t 16,78¢ 1,722,671 1,713,47 85.6% 83.1%
Michigan 2 1,017 1,02¢ 134,70¢ 134,86t 90.2% 86.1%
Missouri 6 3,141 3,157 374,57 374,43 88.(% 83.2%
Nevada 1 462 462 56,85( 56,85( 78.1% 84.€%
New Hampshire 2 1,007 1,00€ 125,47¢ 125,69: 84.€% 84.4%
New Jerse) 23 18,75: 18,847 1,833,65 1,835,82 87.9% 84.5%
New Mexico 1 53¢ 53¢ 71,39¢ 69,74t 92./% 81.8%
New York 10 8,431 8,73( 614,20( 611,42¢ 82.1% 81.5%
Ohio 2 1,182 1,18t 156,83¢ 156,54¢ 91.2% 92.5%
Oregon 1 76¢ 76€ 103,23( 103,19 91.1% 88.5%
Pennsylvani: 8 4,88% 4,88t 582,60( 580,20 89.4% 85.4%
Rhode Islanc 1 71¢ 73C 75,841 75,52: 86.9% 88.2%
South Carolin: 4 2,17¢ 2,17t 253,40t 253,40t 87.1% 84.5%
Tennesse 2 992 99C 148,15¢ 148,47! 84.5% 85.(%
Texas 16 10,19¢ 10,24¢ 1,142,85! 1,143,32! 87.6% 86.2%
Utah 3 1,54¢ 1,53¢ 211,26¢ 210,63t 84.2% 88.2%
Virginia 4 2,83¢ 2,837 271,40° 271,45 90.(% 86.5%
Washingtor 4 2,54 2,55¢ 308,01¢ 308,01t 83.5% 88.6%
Total Wholly-Owned

Stabilized 24¢ 167,74! 168,51° 17,646,36 17,608,28 86.1% 83.£%
Joint-venture properties
Alabama 3 1,70t 1,707 205,63¢ 205,95t 89.1% 83.5%
Arizona 11 6,83 6,83¢ 751,71: 751,61« 83.1% 83.(%
California 82 59,04( 59,06¢ 6,077,19! 6,083,111 85.€% 85.4%
Colorado 2 1,31¢ 1,331 158,64¢ 158,43: 86.7% 85.5%
Connecticui 8 5,98¢ 5,992 691,90: 693,28! 84.(% 79.€%
Delaware 1 582 587 71,73¢ 71,65¢ 92.2% 90.2%
Florida 27 22,06t 22,31¢ 2,285,66! 2,295,20! 81.9% 79.1%
Georgia 3 1,85¢ 1,87C 243,38 245,27 82.9% 81.7%
lllinois 9 6,44¢ 6,43¢ 693,71t 694,10: 84.9% 83.7%
Indiana 7 2,77¢ 2,771 366,40¢ 366,17: 87.1% 82.5%
Kansas 3 1,221 1,212 163,75( 160,60( 81.9% 82.71%
Kentucky 4 2,27¢ 2,27¢ 269,25° 269,04 87.(% 85.2%
Maryland 14 11,00( 11,07¢ 1,085,93! 1,083,00: 88.€% 85.7%
Massachuseti 17 9,23¢ 9,21¢ 1,049,711 1,045,89! 84.5% 82.2%
Michigan 10 5,92¢ 5,93¢ 784,620 784,70: 86.€% 84.5%
Missouri 2 96C 95€ 118,04¢ 117,69! 84.6% 85.5%
Nevads 8 5,37¢ 5,39¢ 693,56 694,62 84.1% 83.1%
New Hampshire 3 1,321 1,31¢ 138,23« 137,75: 84.£% 86.2%
New Jersey 21 15,64¢ 15,671 1,645,401 1,647,451 85.2% 82.4%
New Mexico 9 4,67C 4,682 542,69¢ 542,89 86.(% 83.2%
New York 21 21,63 21,65¢ 1,734,77 1,735,861 88.1% 86.4%
Ohio 13 5,85¢ 5,851 872,43( 871,04( 84.2% 81.2%
Oregon 2 1,29: 1,292 136,61( 136,66( 88.6% 84.71%
Pennsylvani: 11 8,921 8,91¢ 874,36¢ 872,96: 88.1% 86.€%
Rhode Islanc 2 1,07t 1,092 128,07t 129,87! 73.5% 68.%
Tennesse 25 13,807 13,83¢ 1,820,96: 1,821,49 84.9% 84.€%
Texas 22 13,77¢ 13,88¢ 1,807,33! 1,809,03! 84.1% 83.€%
Utah 1 528 52C 59,25( 59,00( 92.6% 90.5%
Virginia 17 12,00¢ 11,99t 1,267,50: 1,266,84. 90.2% 87.€%
Washingtor 1 54¢ 54t 62,73( 62,73( 88.1% 89.2%
Washington, DC 1 1,53% 1,53¢ 102,00¢ 102,00: 97.2% 92.6%
Total Stabilized Joint-

Ventures 36C 247,21( 247,79. 26,903,26 26,915,97 85.€% 84.(%
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Company Pro forma Company Pro forma Company Pro forma
Net Rentable Square Net Rentable Square Square Foot Square Foot
Number of Number of Units as of Number of Units as of Feet as of June 30, Feet as of June 30, Occupancy % June 30, Occupancy % June 30,

Location Properties June 30, 2010(1) June 30, 2009 2010(2) 2009 2010 2009
Managed properties
Alabama 2 781 82t 95,53¢ 95,17¢ 93.€% 92.£%
California 6 3,37¢ 3,38¢ 399,73t 399,29} 71.5% 70.4%
Colorado 5 33¢ 33¢ 31,62¢ 31,63¢ 96.5% 92.€%
Georgia 6 2,69¢ 2,71t 400,65" 404,16! 75.5% 71.4%
lllinois 4 2,31¢ 2,32C 261,24¢ 261,66t 73.1% 74.5%
Indiana 1 502 502 55,42¢ 55,42t 88.€% 71.4%
Kansas 3 1,50¢ 1,51¢ 225,75( 226,37( 82.€% 73.t%
Kentucky 1 532 53¢ 66,00( 65,90( 88.9% 77.0%
Maryland 13 8,20¢ 8,302 921,40t 919,96 77. % 73.2%
Massachusett 2 2,11( 2,14¢ 190,01¢ 190,11¢ 76.1% 69.£%
Missouri 3 1,53¢ 1,55¢ 302,55¢ 308,52t 77.¢% 79.5%
Nevada 2 1,57¢ 1,57¢ 170,77¢ 171,55! 80.9% 82.7%
New Jerse) 5 3,321 3,34¢ 320,40« 319,48 86.2% 78.(%
New Mexico 2 1,104 1,107 131,78: 131,79 91.1% 88.2%
New York 1 702 704 83,95¢ 77,95¢ 84.2% 81.€%
Ohio 4 1,087 1,09¢ 161,76( 167,06( 65.4% 57.2%
Pennsylvani: 20 8,37z 8,38¢ 1,019,13 1,018,99 69.2% 60.£%
South Carolin¢ 1 408 40C 55,331 50,297 82.€% 71.€%
Tennesse 2 884 881 131,44( 130,94( 88.7% 89.£%
Texas 4 2,15 2,24z 301,31¢ 301,51¢ 85.9% 84.2%
Utah 1 371 371 46,80¢ 46,85¢ 98.€% 98.2%
Virginia 4 2,76t 2,767 274,22! 270,18: 86.4% 84.2%
Washington, DC 2 1,26% 1,258 112,45¢ 111,75¢ 92.7% 87.2%
Total Stabilized Managed

Properties 104 47,90« 48,28¢ 5,759,35! 5,756,64 78.(% 74.1%

71z 462,85¢ 464,59: 50,308,98 50,280,90 84.8% 82.€%

Total Stabilized Properties

(1) Represents unit count as of June 30, 2010,hwiiay differ from June 30, 2009 unit count duertib conversions or expansions.

(2) Represents net rentable square feet as of 30n2010, which may differ from June 30, 2009 ratable square feet due to unit
conversions or expansions.

The following table sets forth additional inforn@tiregarding the occupancy of our lease-up pragedn a state-by-state basis as of June 30
2010 and 2009. The information as of June 30, 2008 a pro forma basis as though all the propediened and/or managed at June 30,
2010 were under our control as of June 30, 2009.

Lease-up Property Data Based on Location

Company Pro forma Company Pro forma Company Pro forma
Net Rentable Square Net Rentable Square Square Foot Square Foot
Number of Number of Units as of Number of Units as of Feet as of June 30, Feet as of June 30, Occupancy % June 30, Occupancy % June 30,
Location Properties June 30, 2010(1) June 30, 2009 2010(2) 2009
Wholly-owned properties
California 11 8,122 3,59¢ 857,16¢ 381,75¢ 44.4% 41.(%
Florida 4 3,60 81€ 349,61( 71,54% 26.€% 26.2%
lllinois 4 2,571 2,721 276,43t 276,43! 58.(% 36.€%
Maryland 3 2,221 1,397 236,87" 149,93 44..% 40.1%
Massachusett 1 601 53¢ 73,55( 76,13( 63.9% 51.4%
New Jerse) 3 1,911 1,34¢ 184,29t 117,39¢ 53.71% 37.2%
Oregon 1 744 — 75,99¢ — 28.(% 0.C%
Tennesse il 634 434 67,11( 52,80¢ 90.1% 91.1%
Total Wholly -Owned Lease uf 32 22,45¢ 12,691 2,339,93! 1,309,77. 47.1% 43.7%
Joint-venture properties
California 6 4,18¢ 2,141 440,62¢ 236,42: 52.1% 57.(%
lllinois 2 1,20¢ 1,02¢ 121,05: 107,83t 55.4% 55.1%
Maryland 1 854 852 71,34¢ 71,34¢ 86.(% 79.1%
Total Lease up Join-Ventures 9 6,247 4,02 633,03( 415,60 56.6% 60.2%
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Company

Pro forma

Company

Pro forma

Company

Pro forma

Net Rentable Square

Net Rentable Square

Square Foot

Square Foot

Number of Number of Units as of Number of Units as of Feet as of June 30, Feet as of June 30, Occupancy % June 30, Occupancy % June 30,

Location Properties June 30, 2010(1) June 30, 2009 2010(2) 2009 2010 2009
Managed properties
California 2 1,73¢ 1,59¢ 236,23¢ 189,27t 60.€% 52.8%
Colorado 1 50¢ 531 61,07( 60,99t 94.71% 68.6%
Florida 11 7,817 4,54t 754,17( 446,35: 31.(% 16.4%
Georgia 6 3,59¢ 3,58¢ 535,23¢ 533,71t 49.% 37.2%
lllinois 4 2,73¢ 2,42¢ 231,31: 212,71 58.(% 58.4%
Massachusett 2 1,204 64t 123,30¢ 70,000 39.7% 21.€%
New Jerse) 1 85( 86C 78,29t 77,90¢ 69.7% 54.€%
New York 1 90¢ 574 46,197 37,60( 31.% 0.0C%
Pennsylvani: 2 1,991 1,99C 173,01¢ 173,04 49.€% 30.2%
Rhode Islanc 1 98t — 90,99t — 14.5% 0.C%
South Caroliné 1 767 — 76,87¢ — 20.9% 0.C%
Tennesse 1 50¢€ 50¢ 69,55( 69,55( 63.6% 53.7%
Texas 1 934 — 103,35( — 11.€% 0.C%
Utah 1 654 65¢ 75,60: 75,470 74.2% 34.6%
Virginia 1 464 47€ 63,70¢ 63,80¢ 57.5% 32.5%
Total Lease up Managed Propertie: 36 25,66. 18,39¢ 2,718,921 2,010,44 44.£% 36.4%

77 54,36¢ 35,11( 5,691,89: 3,735,82! 47.1% 41.6%

Total Lease up Properties

(1) Represents unit count as of June 30, 2010,hwiiay differ from June 30, 2009 unit count duertib conversions or expansions.

(2) Represents net rentable square feet as of 30n2010, which may differ from June 30, 2009 ratable square feet due to unit
conversions or expansions.

RESULTS OF OPERATIONS

Comparison of the three and six months ended Junéd32010 and 2009

Overview

Results for the three and six months ended Jun2@@ include the operations of 649 properties @Bihich were consolidated and 368 of
which were in joint ventures accounted for using ¢élquity method) compared to the results for theetland six months ended June 30, 2009,
which included the operations of 628 propertie(@Bwhich were consolidated and 343 of which wiar@int ventures accounted for using
the equity method).

Revenues

The following table sets forth information on reues earned for the periods indicated:

Three Months Ended June Six Months Ended June

30, 30,
2010 2009 $ Change % Change 2010 2009 $ Change % Change
Revenues:
Property renta $ 56,78¢ $ 58,70t $ (1,919 BIn$ 112,92¢ $ 118,11 $ (5,185 (4.9%
Management and franchise fe 5,65¢ 5,27t 37¢ 7.2% 11,20¢ 10,49¢ 711 6.8%
Tenant reinsuranc 6,33¢ 5,088 1,25: 24.€% 12,23( 9,704 2,52¢ 26.(%
Total revenue $ 68,777 $ 69,06t $ (28¢) (0.9% $ 136,36: $ 138,31 $ (1,94¢) (1.49)%

Property Rental — The decreases in property rental revenues forhifee tand six months ended June 30, 2010 consisaply of decreases
of $4,130 and $7,422, respectively associated thtsale of 19 properties to an unconsolidated jenture with Harrison Street on

January 21, 2010. There were additional decraagesenues of $359 and $701, respectively, raddiinthe deconsolidation of five
properties as a result of our adoption of amendedumnting guidance in ASC 810 effective Januarg01,0. These decreases were offset by
increases in revenues of $1,395 and $2,507, régelyctelating to increases in occupancy at ouséeap properties and $276 and $449,
respectively, relating to acquisitions completedry 2009 and 2010. Rental revenue at our sta&ilfroperties increased by $897 during
three months ended June 30, 2010 as a resultrei@ises in occupancy and rental rates to incomispmers during the quarter. The rental
income at our stabilized properties for the six therended June 30, 2010 was $19 lower comparéxtprior year as a result of lower rental
rates during the first quarter of 2010.

Management and Franchise Fees -Our taxable REIT subsidiary, Extra Space Managepteot manages properties owned by our joint
ventures, franchisees and third parties. Managearmhfranchise fees generally represent 6% ofmes® generated from
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properties owned by third parties, franchisees,ammbnsolidated joint ventures. The increase inagament and franchise fees is related to
the additional fees earned from the new joint ventwith Harrison Street and to the increase irdtparrty managed properties compared t
same period in the prior year. We managed 14@-arty properties as of June 30, 2010 comparéd @cthirdparty properties as of June
20009.

Tenant Reinsurance —The increase in tenant reinsurance revenues isodihe increase of overall customer participatmagpproximately
59% at June 30, 2010 compared to approximately &3%ne 30, 2009.

Expenses

The following table sets forth information on expes for the periods indicated:

Three Months Ended June Six Months Ended June
30, 30,
2010 2009 $ Change % Change 2010 2009 $ Change % Change
Expenses:

Property operation $ 20,941 $ 21,567 $ (62€) 29% $ 42,897 $ 44,43¢ $ (1,53%) (3.59%
Tenant reinsuranc 1,457 1,471 (14) (1.0% 2,68( 2,732 (52 (1.9%
Unrecovered development and

acquisition cost 14z 18,80! (18,659 (99.2% 212 18,88: (18,677 (98.9%
Severance cos — 1,40C (1,400 (100.0% — 1,40C (1,400 (100.0%
General and administrati\ 11,22¢ 10,61z 617 5.8% 22,28t 21,20: 1,082 5.1%
Depreciation and amortizatic 12,20z 12,84( (63¢€) (5.0% 24,62 25,36:¢ (742) (2.9%

Total expense $ 45,971 $ 66,691 $ (20,720 (BL)% $ 92,69t $ 114,01¢ $ (21,32() (18.9)%

Property Operations — The decreases in property operations expense dilménpree and six months ended June 30, 2010stgnsharily
of decreases of $1,472 and $2,639, respectivdtertto the sale of 19 properties to an unconatditljoint venture with Harrison Street on
January 21, 2010 and $243 and $488, respectivabted to the deconsolidation of five propertiea assult of our adoption of amended
accounting guidance in ASC 810 effective JanuaB8010. These decreases were offset by increasegaenses of $1,089 and $1,590, for
three and six months ended June 30, 2010, resphgtprimarily related to the addition of propestigarough acquisition and development.

Tenant Reinsurance —Tenant reinsurance expense represents the coseaé¢hiacurred to provide tenant reinsurance, argdremained
fairly stable when compared to the prior year.

Unrecovered Development and Acquisition Costs -Unrecovered development and acquisition costd®itiiree and six months ended
June 30, 2010 relate to unsuccessful developménities and costs associated with the acquisitibproperties during the periods indicate
The costs for three and six months ended June(®®, &2present costs associated with the wind-ddwineoCompany’s development
program. On June 2, 2009, the Company announedt thad begun a wind-down of its development paiog and as a result of this
decision, the Company recorded $18,883 of impaitrokarges in order to write down the carrying vafiendeveloped land, development
projects that will be completed, and investmentdamelopment projects to their estimated fair valiess costs to sell.

Severance Costs —On June 2, 2009, the Company announced that ibbégdn a wind-down of its development program. Assalt of this
decision, the Company recorded severance costs,408. There were no severance costs for the gnéeaix months ended June 30, 2010.

General and Administrative — The increase in general and administrative expefiasdbe three and six months ended June 30, 2GE) w
primarily due to the overall cost associated whith thanagement of additional third-party propertdt&e managed 140 third-party properties
as of June 30, 2010 compared to 110 third-partpgntees as of June 30, 2009.

Depreciation and Amortization — Depreciation and amortization expense decreasadesult of the sale of 19 properties to an
unconsolidated joint venture with Harrison Streetlanuary 21, 2010. This decrease was partidibeblby the additional depreciation on r
properties added through acquisition and developmen
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Other Revenues and Expenses

The following table sets forth information on otlievenues and expenses for the periods indicated:

Three Months Ended June Six Months Ended June
30, 30,
2010 2009 $ Change % Change 2010 2009 $ Change % Change

Other revenue and expenses

Interest expens $ (16,239 $ (15,816 $ (417 2€% $ (33,509 % (31,61) $ (1,896 6.C%
Non-cash interest expense related to

amortization of discount on

exchangeable senior not (41€) (569) 147 (26.1)% (820) (1,409 584 (41.0%
Interest income 211 321 (110 (34.9% 53€ 858 (317 (37.29%
Interest income on note receivable fro

Preferred Operating Partnership ur

holder 1,212 1,212 — — 2,42t 2,42t — —
Gain on repurchase of exchangeable

senior note: — 5,09¢ (5,099 (100.0% — 27,57¢ (27,57¢) (100.0%
Equity in earnings of real estate ventu 1,55¢ 1,641 (82 (5.0% 3,06( 3,53¢ (47€) (13.5%
Income tax expens (1,219 (943) (271) 28.71% (2,259) (1,597 (66€) 42.(%

Total other revenue (expenf $ (14,88:) $ (9,055) $ (5,820 64.5% $ (30,565) $ (216) $ (30,345) 14,050.'%

Interest Expense —The increase in interest expense for the threesemnahonths ended June 30, 2010 was primarily tealref higher
interest rates on new loans obtained in 2010 af8.20his increase was offset by a decrease ofi8laid $3,050, respectively, for the three
and six months ended June 30, 2010 relating tdekensolidation of the debt related to the 19 mtigsesold to an unconsolidated joint
venture with Harrison Street on January 21, 201Dthe deconsolidation of five properties as a tesubur adoption of amended accounting
guidance in ASC 810 effective January 1, 2010.

Non-cash Interest Expense Related to Amortizationfdiscount on Exchangeable Senior Notes -Fhe decrease in n on-cash interest
expense related to the amortization of discourg>aihangeable senior notes for the three and sitm@mded June 30, 2010 was due to our
repurchase of $114,500 in aggregate principal atafuour exchangeable senior notes during the dinst second quarter of 2009. The
discount associated with the repurchased noteswvtien off as a result of these repurchases, wHatreased the ongoing amortization o
discount in 2010 when compared to 2009.

Interest Income —The decrease in interest income is primarily dua decrease in the average interest rate on oestied cash when
compared to the same period in the prior year,clith a decrease in the average cash balance.

Interest Income on Note Receivable from Preferred @erating Partnership Unit Holder — Represents interest on a $100,000 loan to the
holders of the Preferred OP units.

Gain on Repurchase of Exchangeable Senior Notes Fhe 2009 amounts represents the gain recordedearlurchase of $ 114,500 total
principal amount of our exchangeable senior natddarch and May 2009. There were no repurchasegafangeable senior notes during
the three and six months ended June 30, 2010.

Equity in Earnings of Real Estate Ventures —The decrease in equity in earnings of real estatéuves for the three and six months ended
June 30, 2010 are due primarily to the deconsadidadf five lease-up properties effective Januargd10.

Income Tax Expense— The increase in income tax expense relates tothreased profitability of Extra Space Managemeat, lour taxabl
REIT subsidiary.

Net Income Allocated to Noncontrolling Interests

The following table sets forth information on netdme allocated to noncontrolling interests forlkeods indicated:

Three Months Ended June
30, Six Months Ended June 30
2010 2009 $ Change % Change 2010 2009 $ Change % Change

Net income allocated to noncontrolling
interests:
Net income allocated to Preferred
Operating Partnersh $ (1,507 $ (1,369 $ (13¢) 10.1% $ (2,98¢) $ (3,175 $ 18¢ (6.0%
Net (income) loss allocated to
Operating Partnership and other

nor-controlling interest: (23¢) 50¢ (747) (146.6% (370 (829) 45¢ (55.9)%
Total income allocated to _

Net Income Allocated to Preferred Operating Partneship Noncontrolling Interests —Income allocated to the Preferred Operating
Partnership as of June 30, 2010 and 2009 equafix#uedistribution paid to the Preferred OP urdtder plus approximately 1.1% of the
remaining net income (loss) allocated after theistdjent for the fixed distribution paid.
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Net (Income) Loss Allocated to Operating Partnersh and Other Noncontrolling Interests —Income allocated to the Operating
Partnership as of June 30, 2010 and 2009 repreappteximately 3.9% and 4.6%, respectively, ofinebme (loss) after the allocation of the
fixed distribution paid to the Preferred OP unitder. Loss allocated to other noncontrolling ietes represents the losses allocated to
partners in consolidated joint ventures.

FUNDS FROM OPERATIONS

Funds from Operations (“FFO”) provides relevant amehningful information about our operating perfarme that is necessary, along with
net income (loss) and cash flows, for an understanof our operating results. We believe FFO iseaningful disclosure as a supplement to
net earnings. Net earnings assume that the vafueslcestate assets diminish predictably over timeeflected through depreciation and
amortization expenses. The values of real esssietsifluctuate due to market conditions and wie\FFO more accurately reflects the
value of our real estate assets. FFO is defingtiddNational Association of Real Estate Investniensts, Inc. (“NAREIT”) as net income
computed in accordance with GAAP, excluding gainksses on sales of operating properties, plusedégiion and amortization and after
adjustments to record unconsolidated partnerstggant ventures on the same basis. We beliewat¢Hairther understand our performance,
FFO should be considered along with the reportédngceme (loss) and cash flows in accordance witAB, as presented in our consolide
financial statements.

The computation of FFO may not be comparable to Féfrted by other REITs or real estate compahigsdo not define the term in
accordance with the current NAREIT definition oatlnterpret the current NAREIT definition diffetdn FFO does not represent cash
generated from operating activities determinedcitoadance with GAAP, and should not be consideseghaalternative to net income (loss)
as an indication of our performance, as an altera&b net cash flow from operating activities,aameasure of liquidity, or as an indicator of
our ability to make cash distributions. The foliag table sets forth the calculation of FFO for plegiods indicated:

Three months ended June 30, Six months ended June 30,
2010 2009 2010 2009
Net income (loss) attributable to common stockholds $ 6,180 $ (7,547 $ 9,74¢ $ 20,07¢
Adjustments
Real estate depreciati 11,49« 11,55¢ 23,150 22,98¢
Amortization of intangible: 94 725 277 1,24¢
Joint venture real estate depreciation and amdidiz 2,25¢ 1,41¢ 4,00¢ 2,80¢
Joint venture loss on sale of proper — 18¢ — 18¢
Distributions paid on Preferred Operating Partnigrshits (1,437) (1,437) (2,879 (2,87%)
Income allocated to Operating Partnership noncdimgo
interests 1,762 1,082 3,39( 4,47:
Funds from operatior $ 20,34¢ $ 5,98t $ 37,70: $ 48,90¢

SAME-STORE STABILIZED PROPERTY RESULTS

We consider our same-store stabilized portfoliodnsist of only those properties which were whalyred at the beginning and at the end of
the applicable periods presented that have achigtedsilization as of the first day of such peridtie following table sets forth operating data
for our same-store portfolio. We consider the feilog same-store presentation to be meaningfulgangs to the properties shown below.
These results provide information relating to propéevel operating changes without the effectaafuisitions or completed developments.
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Three Months Ended June 30 Percent Six Months Ended June 30 Percent
2010 2009 Change 2010 2009 Change
Same-store rental and tenant
reinsurance revenu $ 55,84( 54,57 2% $ 11057 $ 109,84 0.7%
Same-store operating and tenant
reinsurance expens 19,052 18,80: 1.2% 38,81: 38,977 (0.9)%
Same-store net operating incon $ 36,78¢ 35,77( 28% $ 71,76¢  $ 70,86¢ 1.2%
Non sam-store rental and tenant
reinsurance revenu $ 7,284 9,21¢ (21.0% $ 1458: $ 17,97¢ (18.9%
Non sam-store operating and tenant
reinsurance expens $ 3,34¢€ 4,237 (21.0% $ 6,76t $ 8,18¢ (17.9%
Total rental and tenant reinsurance
revenues $ 63,124 63,79( 1.0% $ 12515¢ $ 127,81t 2.)%
Total operating and tenant
reinsurance expens $ 22,39¢ 23,03¢ 2.9% $ 45577 $ 47,16¢ (3.9%
Same-store square foot occupanc
of quarter enc 86.2% 84.(% 86.2% 84.(%
Properties included in sar-store 24€ 24¢€ 24¢€ 24€

The increases in same-store rental revenues fahtbe and six months ended June 30, 2010 as cethpathe three and six months ended
June 30, 2009 were due primarily to increased reates to incoming and existing customers. Tloegase in same-store operating expenses
for the three months ended June 30, 2010 as cothpadeine 30, 2009 was primarily due to increasegqity taxes partially offset by
decreases to utilities and property insurance. deoeease in same-store operating expenses feixtiheonths ended June 30, 2010 as
compared to June 30, 2009 was primarily due toedesed utilities and property insurance.

CASH FLOWS

Cash flows provided by operating activities wer€,8%1 and $49,132, respectively, for the six moetided June 30, 2010 and 2009. The
decreases compared to the prior year primariltgdtathe decreases in net income exclusive ofj#ire on sale of exchangeable notes,
severance costs and unrecovered development aniiion costs incurred in 2009.

Cash used in investing activities was $23,681 &6J3P7 for the six months ended June 30, 2010 @68, 2espectively. The increases relate
primarily to a decrease in cash used for the dgvedmnt of real estate assets of $24,987 when comhpatbe six months ended June 30,
2009. Additionally, the Company received $15,750ash as a result of the sale of 19 propertiestim joint venture with Harrison Street in
January 2010. There was also a decrease in cadifarghe acquisition of real estate assets &47when compared to the prior year.

Cash used in financing activities was $125,986Hersix months ended June 30, 2010, compared koprasided by financing activities of
$84,954 for the six months ended June 30, 200® dErease in cash provided by financing activisigsimarily the result of decreased
proceeds from notes payable and lines of credhércurrent year of $173,453 when compared to tioe pear. Additionally, the Company
paid an additional $129,055 of principal paymemssotes payable and lines of credit during thersixths ended June 30, 2010 when
compared to the six months ended June 30, 2008s€Ttiecreases were offset by cash outflows of $8@a8&id by the Company during the
six months ended June 30, 2009 to repurchase egehhle senior notes, compared to no repurchassbingeable senior notes during the
six months ended June 30, 2010.

LIQUIDITY AND CAPITAL RESOURCES

As of June 30, 2010, we had $28,354 available st @nd cash equivalents. We intend to use thistoaspay debt scheduled to mature in
2010 and 2011 and for general corporate purposesard/required to distribute at least 90% of otitareable income, excluding net capital
gains, to our stockholders on an annual basis toteia our qualification as a REIT.

Our cash and cash equivalents are held in accowamsiged by third party financial institutions awoesist of invested cash and cash in our
operating accounts. During 2009 and the first sbnths of 2010 we experienced no loss or lack oés&to our cash or cash equivalents;
however, there can be no assurance that access tash and cash equivalents will not be impacjeddverse conditions in the financial
markets.

On June 4, 2010, we entered into a $45,000 ThiedliCLine that is collateralized by mortgages ortain lease-up real estate assets and
matures on May 31, 2013 with a two-year extensjmiva available. We intend to use the proceedbh®fThird Credit Line to repay debt and
for general corporate purposes. The Third Creidie lhas an interest rate of LIBOR plus 350 basistp@3.85% at June 30, 2010). The T
Credit Line is guaranteed by the Company. As oeJ80, 2010, the Credit Line had $19,200 of capdised on the lease-up of the assets
collateralizing the Third Credit Line. At June 210, $0 was drawn on the Third Credit Line.
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On February 13, 2009, we entered into a $50,000r#kry Credit Line that is collateralized by mogga on certain real estate assets and

matures on February 13, 2012. We intend to useriheeeds of the Secondary Credit Line to repay aet for general corporate purposes.
The Secondary Credit Line has an interest ratd BOR plus 325 basis points (3.60% at June 30, 2028)of June 30, 2010, $40,000 was

drawn on the Secondary Credit Line. The Secon@aeglit Line is guaranteed by the Company.

On October 19, 2007, we entered into a $100,00diCrene. The outstanding balance on the Credielan June 30, 2010 was $100,000. We
intend to use the proceeds of the Credit Line payedebt and for general corporate purposes. Thdidrine has an interest rate of between
100 and 205 basis points over LIBOR, dependingestam of our financial ratios (1.35% at June 3M.@. The Credit Line is collateralized
by mortgages on certain real estate assets andenatn October 31, 2010 with two one-year exterssimilable.

As of June 30, 2010, we had $1,184,419 of dehtltirg in a debt to total capitalization ratio &.4%. As of June 30, 2010, the ratio of total
fixed rate debt and other instruments to total dedt 70.6% (including $126,894 on which we havergst rate swaps that have been incl
as fixedrate debt). The weighted average interest ratheofdtal of fixed and variable rate debt at June2BQ0 was 5.0%. Certain of our r
estate assets are pledged as collateral for otir Webhare subject to certain restrictive covenagitting to our outstanding debt. We were in
compliance with all financial covenants at JuneZ,0.

We expect to fund our short-term liquidity requikemis, including operating expenses, recurring abpkpenditures, dividends to
stockholders, distributions to holders of OP uaitgl interest on our outstanding indebtedness oomiobperating cash flow, cash on hand
borrowings under our Credit Lines. In addition, @empany is actively pursuing additional term loaasured by unencumbered properties.

Our liquidity needs consist primarily of cash distitions to stockholders, facility development, pecty acquisitions, principal payments
under our borrowings and non-recurring capital exiiteres. We may from time to time seek to repusehar redeem our outstanding debt,
shares of common stock or other securities in aparket purchases, privately negotiated transactomsherwise. Such repurchases or
redemptions, if any, will depend on prevailing metrkonditions, our liquidity requirements, contradtrestrictions and other factors. In
addition, we evaluate, on an ongoing basis, thétsnefr strategic acquisitions and other relatiopshivhich may require us to raise additional
funds. We do not expect that our operating cash éipcash balances will be sufficient to fund dguidity needs and instead expect to fund
such needs out of additional borrowings of secaraghsecured indebtedness, joint ventures witld fhérties, and from the proceeds of pu
and private offerings of equity and debt. Additiboapital may not be available on terms favorablag or at all. Any additional issuance of
equity or equity-linked securities may result itutlon to our stockholders. In addition, any news#ies we issue could have rights,
preferences and privileges senior to holders ofcounmon stock. We may also use OP units as currenitynd acquisitions from self-storage
owners who desire tax-deferral in their exitingigactions.

The U.S. credit markets are experiencing significksiocations and liquidity disruptions which haseused the spreads on prospective debt
financings to widen considerably. These circumstartave materially impacted liquidity in the delarkets, making financing terms for
borrowers less attractive, and in certain cases hesulted in the unavailability of certain typéslebt financing. Continued uncertainty in the
credit markets may negatively impact our abilityntake acquisitions and fund current developmenjepts. In addition, the financial
condition of the lenders of our credit facilitieayworsen to the point that they default on théiigations to make available to us the funds
under those facilities. A prolonged downturn in thedit markets may cause us to seek alternatiwess of potentially less attractive
financing, and may require us to adjust our busimdan accordingly. In addition, these factors mmake it more difficult for us to sell
properties or may adversely affect the price weikecfor properties that we do sell, as prospediivgers may experience increased costs of
debt financing or difficulties in obtaining debhéincing. These events in the credit markets hagehald an adverse effect on other financial
markets in the United States, which may make itenthiificult or costly for us to raise capital thghuthe issuance of common stock, prefe
stock or other equity securities. These disruptiarthe financial market may have other adverseat$fon us or the economy generally, w
could cause our stock price to decline.

38




Table of Contents
OFF-BALANCE SHEET ARRANGEMENTS

Except as disclosed in the notes to our condensesbtidated financial statements, we do not culydretve any relationships with
unconsolidated entities or financial partnershipsh as entities often referred to as structureghfie or special purposes entities, which
typically are established for the purpose of féaling off-balance sheet arrangements or otheractually narrow or limited purposes.
Further, except as disclosed in the notes to ondensed consolidated financial statements, we havguaranteed any obligations of
unconsolidated entities nor do we have any comnmtser intent to provide funding to any such eestiAccordingly, we are not materially
exposed to any financing, liquidity, market or dteisk that could arise if we had engaged in thesationships.

Our exchangeable senior notes provide for excedsagxje value to be paid in shares of our commark st@ur stock price exceeds a certain
amount. See the notes to our condensed consolitiagettial statements for a further descriptioroof exchangeable senior notes.

CONTRACTUAL OBLIGATIONS
The following table sets forth information on payrtgedue by period as of June 30, 2010:

Payments due by Period:

Less Than After
Total 1 Year 1-3 Years 3-5 Years 5 Years

Operating lease $ 60,38 $ 6,02¢ $ 10,07: $ 7,698 $ 36,59
Notes payable, notes payable to trusts, exchang

senior notes and lines of cre

Interest 467,97¢ 58,661 103,71 76,45! 229,14¢

Principal 1,184,41! 117,44! 273,89: 211,37: 581,70¢
Total contractual obligatior $ 1,712,778 $ 182,13( $ 387,68: $ 29552( $ 847,441

At June 30, 2010, the weighted-average interestfoatall fixed rate loans was 5.6%, and the waidkdverage interest rate for all variable
rate loans was 3.5%.

FINANCING STRATEGY
We will continue to employ leverage in our capgalcture in amounts reviewed from time to timeoly board of directors. Although our
board of directors has not adopted a policy whiclit$ the total amount of indebtedness that we meyr, we will consider a number of
factors in evaluating our level of indebtednessiftome to time, as well as the amount of such iteldtess that will be either fixed or varia
rate. In making financing decisions, we will corgidactors including but not limited to:

. the interest rate of the proposed financing;

. the extent to which the financing impacts flexilyilin managing our properties;

. prepayment penalties and restrictions on refinaycin

. the purchase price of properties acquired with éiaahcing;

. long-term objectives with respect to the financing;

i target investment returns;

. the ability of particular properties, and our compas a whole, to generate cash flow sufficierdaeer expected debt service
payments;

. overall level of consolidated indebtedness;
. timing of debt and lease maturities;

. provisions that require recourse and cross-colistion;
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. corporate credit ratios including debt service cage, debt to total capitalization and debt to pneleiated assets; and

. the overall ratio of fixed and variable rate debt.

Our indebtedness may be recourse, non-recoursess-collateralized. If the indebtedness is nomuese, the collateral will be limited to the
particular properties to which the indebtednesatesl In addition, we may invest in properties aabjo existing loans collateralized by
mortgages or similar liens on our properties, oy meinance properties acquired on a leveragedsbd#ée may use the proceeds from any
borrowings to refinance existing indebtednessefmance investments, including the redevelopméekisting properties, for general
working capital or to purchase additional intereéstgartnerships or joint ventures or for othergmges when we believe it is advisable.

We may from time to time seek to retire, repurchasedeem our additional outstanding debt inclgdinr exchangeable senior notes as well
as shares of common stock or other securities @m aparket purchases, privately negotiated trargatr otherwise. Such repurchases or
redemptions, if any, will depend on prevailing metrkonditions, our liquidity requirements, contreadtrestrictions and other factors. The
amounts involved may be material.

SEASONALITY

The self-storage business is subject to seasarcilifitions. A greater portion of revenues and fwafie realized from May through
September. Historically, our highest level of ocagy has been as of the end of July, while our $d\bevel of occupancy has been in late
February and early March. Results for any quartey not be indicative of the results that may bdeaad for the full fiscal year.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Market Risk

Market risk refers to the risk of loss from advechanges in market prices and interest rates. @urd income, cash flows and fair values of
financial instruments are dependent upon prevaitiagket interest rates.

Interest Rate Risk

Interest rate risk is highly sensitive to many éast including governmental monetary and tax pesicdomestic and international economic
and political considerations and other factors Inelyour control.

As of June 30, 2010, we had $1.2 billion in totabd of which $348.0 million was subject to var@biterest rates (excluding debt with
interest rate swaps). If LIBOR were to increasdexnrease by 100 basis points, the increase oratexie interest expense on the variable rate
debt (excluding variable rate debt with interest ffoors) would increase or decrease future egmand cash flows by $2.1 million annually.

Interest rate risk amounts were determined by demnisig the impact of hypothetical interest rate®onfinancial instruments. These analyses
do not consider the effect of any change in ove@dinomic activity that could occur. Further, ie #vent of a change of that magnitude, we
may take actions to further mitigate our exposarthé change. However, due to the uncertainty @sghecific actions that would be taken
their possible effects, these analyses assumeargek in our financial structure.

The fair values of our notes receivable and owdixate notes payable are as follows:

June 30, 201( December 31, 200!
Fair Carrying Fair Carrying
Value Value Value Value
Note receivable from Preferred Operating Partnprahit
holder $ 118,38: $ 100,000 $ 112,74 $ 100,00(
Fixed rate notes payable and notes payable te $ 836,72( $ 748,77 $ 1,067,65 $  1,015,06:
Exchangeable senior not $ 124,38: $ 87,66: $ 110,12: $ 87,66!
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ITEM 4. CONTROLS AND PROCEDURES
Q) Disclosure Controls and Procedures

We maintain disclosure controls and proceduresisuire that information required to be disclosethereports we file pursuant to the
Securities Exchange Act of 1934, as amended, ameded, processed, summarized and reported whkitirne periods specified in the

rules and forms of the Securities and Exchange Gegiom, and that such information is accumulatedi@mmunicated to our management,
including our Chief Executive Officer and Chief kirtial Officer, as appropriate, to allow timely émns regarding required disclosure
based on the definition of “disclosure controls angcedures” in Rule 13a-15(e) of the Exchange ictlesigning and evaluating the
disclosure controls and procedures, managemengmexad that any controls and procedures, no matterwell designed and operated, can
only provide a reasonable assurance of achieviagléisired control objectives, and in reaching aaeable level of assurance, management
necessarily was required to apply its judgmentvalating the cost-benefit relationship of possifatrols and procedures.

We have a disclosure committee that is respongibémsure that all disclosures made by the Compaitg security holders or to the
investment community will be accurate and compéete fairly present the Company’s financial conditand results of operations in all
material respects, and are made on a timely basisaaired by applicable laws, regulations andkséochange requirements.

We carried out an evaluation, under the superviaimhwith the participation of management, inclgdinme Chief Executive Officer and the
Chief Financial Officer, of the effectiveness oé tilesign and operation of our disclosure contnatsprocedures as of the end of the period
covered by this report. Based upon that evaluatan Chief Executive Officer and Chief Financialficér concluded that our disclosure
controls and procedures were effective at the redsle assurance level as of the end of the pedwedred by this report.

2 Changes in internal control over finacial reporting

There were no changes in our internal control dwancial reporting (as such term is defined in lEage Act Rule 13a-15(f)) that occurred
during our most recent quarter that have materaffigcted, or are reasonably likely to materiaffiget, our internal control over financial
reporting.

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are involved in various litigation and proceegiin the ordinary course of business. We are patry to any material litigation or legal
proceedings, or to the best of our knowledge, hrgatened litigation or legal proceedings, whichthie opinion of management, are expe:
to have a material adverse effect on our finarmalition or results of operations either indivitlipar in the aggregate.

ITEM 1A. RISK FACTORS

There have been no material changes in our rigkrfafrom those disclosed in our 2009 Annual ReporForm 10-K.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. REMOVED AND RESERVED

ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS
31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
31.z Certification of Chief Financial Officer pursuawt $ection 302 of the Sarba-Oxley Act of 2002

32.1*  Certifications of the Chief Executive Officer antli€f Financial Officer pursuant to 18 U.S.C. Setti®850, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

101 The following materials from Extra Space Storage’'thQuarterly Report on Form 10-Q for the quaeieded June 30, 2010 are
formatted in XBRL (eXtensible Business Reportingigaage): (1) the Consolidated Balance Sheetshéfbnsolidated
Statements of Operations, (3) the Consolidatece®tant of Equity, (4) the Consolidated StatementSash Flows and (5) related
notes to these financial statements, tagged akblfdext.

* These certifications are being furnished solelgdoompany this quarterly report pursuant to 18 @.Section 1350, and are not being filed
for purposes of Section 18 of the Securities Exgbafiict of 1934 and are not to be incorporated bgreamce into any filing of Extra Space
Storage Inc., whether made before or after the luateof, regardless of any general incorporatioguage in such filing.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, as amended, the registrant hgscdused this report to be signed on its
behalf by the undersigned thereunto duly authorized

EXTRA SPACE STORAGE INC
Registrant

Date: August 6, 2010 /sl Spencer F. Kirl
Spencer F. Kirl
Chairman and Chief Executive Offic
(Principal Executive Officer

Date: August 6, 2010 /sl Kent W. Christense
Kent W. Christense
Executive Vice President and Chief Financial Offi
(Principal Financial Officer)
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Exhibit 31.1

CERTIFICATION

I, Spencer F. Kirk, certify that:

1. | have reviewed this quarterly report on Form 10f@xtra Space Storage Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the peri
covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

€)) designed such disclosure controls and proceduresiused such disclosure controls and procedures tlesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, paitidy during the period in which this report isige prepared;

(b) designed such internal control over financial répgr or caused such internal control over finahi@aorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our conclusiot
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) disclosed in this report any change in the regissanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyesff, the registrant’s internal control over finaeeporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

€)) all significant deficiencies and material weaknessehe design or operation of internal contradrofinancial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; and

(b) any fraud, whether or not material, that involvemnagement or other employees who have a significémin the
registrant’s internal control over financial repogt

Date: August 6, 2010 By: /sl Spencer F. Kirl

Name: Spencer F. Kirl
Title: Chairman and Chief Executive Offic




Exhibit 31.2

CERTIFICATION

I, Kent W. Christensen, certify that:

1. | have reviewed this quarterly report on Form 10f@xtra Space Storage Inc.;

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the peri
covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

€)) designed such disclosure controls and proceduresiused such disclosure controls and procedures tlesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, paitidy during the period in which this report isige prepared;

(b) designed such internal control over financial répgr or caused such internal control over finahi@aorting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our conclusiot
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) disclosed in this report any change in the regissanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyesff, the registrant’s internal control over finaeeporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

€)) all significant deficiencies and material weaknessehe design or operation of internal contradrofinancial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; and

(b) any fraud, whether or not material, that involvemnagement or other employees who have a significémin the
registrant’s internal control over financial repogt

Date: August 6, 2010 By: /sl Kent W. Christense

Name: Kent W. Christense
Title:  Executive Vice President and Chief Financial Offi




Exhibit 32.1

Certification of Chief Executive Officer and Chief Financial Officer
Pursuant to
18 U.S. C. Section 1350
as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

The undersigned, the Chief Executive Officer ofrBX@pace Storage Inc. (the “Company”), herebyfoestio his knowledge on the date
hereof, pursuant to 18 U.S.C. 1350(a), as adopieslipnt to Section 906 of the Sarbanes-Oxley AR0DOR, that the Quarterly Report on
Form 10-Q for the quarter ended June 30, 2010"Rbam 10-Q"), filed concurrently herewith by the @pany, fully complies with the
requirements of Section 13(a) or 15(d) of the SdesrExchange Act of 1934, as amended, and tleainflormation contained in the Form 10-
Q fairly presents, in all material respects, timaficial condition and results of operations of@lmenpany.

By: /sl Spencer F. Kirl

Name: Spencer F. Kirl

Title:  Chairman and Chief Executive Offic
Date: August 6, 201(

The undersigned, the Chief Financial Officer ofl@$pace Storage Inc. (the “Company”), herebyfeestto his knowledge on the date
hereof, pursuant to 18 U.S.C. 1350(a), as adopieslipnt to Section 906 of the Sarbanes-Oxley A20OP, that the Quarterly Report on
Form 10-Q for the quarter ended June 30, 2010"Rbem 10-Q"), filed concurrently herewith by the @pany, fully complies with the
requirements of Section 13(a) or 15(d) of the SdesrExchange Act of 1934, as amended, and tleainflormation contained in the Form 10-
Q fairly presents, in all material respects, tiaficial condition and results of operations ofGloenpany.

By: /sl Kent W. Christense

Name: Kent W. Christense

Title:  Executive Vice President and Chief Financial Offi
Date: August 6, 201(




