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EXPLANATORY NOTE

The financial statements covered in this reporttierperiod from January 1, 2004 to August 16, 20f1tain the results of operations and
financial condition of Extra Space Storage LLC €tRredecessor”) and its subsidiaries, the predects&xtra Space Storage Inc. (the
“Company”) and its subsidiaries, prior to the cansation of the Company'’s initial public offering éwmgust 17, 2004.

STATEMENT ON FORWARD LOOKING INFORMATION

Throughout this report we make forward-looking etaénts. Forward-looking statements include thedetmay,” “will,” “believes,”
“anticipates,” “continues,” “likely,” “should,” “esmates,” “expects” and similar expressions arended to identify forwardboking statement
within the meaning of that term in Section 27Aled tSecurities Act of 1933, as amended (the “Seesrict”), and in Section 21F of the
Securities and Exchange Act of 1934, as amendedfikchange Act”). Such forward-looking statementslve known and unknown risks,
uncertainties, andther factors, which may cause the actual respdi$prmance or achievements of the Company to lerrally different fron
those expressed or implied in the forward-lookitegesnents. Such factors include, but are not dichtb, changes in general economic
conditions and in the markets in which the Compapsrates:

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

* the Company'’s ability to effectively compete in ithdustry in which it does business;

¢ (difficulties in the Company’s ability to evaluat®jance and integrate acquired and developed ptiepanto the Company’s existing
operations and to lease up those properties, wdtiold adversely affect the Company’s profitability;

* the impact of the regulatory environment as wekatsonal, state, and local laws and regulatiookigling, without limitation, those
governing Real Estate Investment Trusts, whichdmdrease the Company’s costs and reduce the Gorispeash available for
distribution;

¢ (difficulties in raising capital at reasonable ratghich could impede the Company’s ability to gramag

* delays in development and construction processeishveould adversely affect the Companptofitability; and economic uncertait
due to the impact of war or terrorism which coull¥ersely affect its business plan.

The Company disclaims any obligation to publiclieese the results of any revisions to these ford@wkling statements reflecting new
estimates, events or circumstances after the dalésaeport.




PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

Assets:
Real estate assets, |
Investments in real estate ventu
Cash and cash equivalel
Restricted cas
Receivables from related parti
Notes receivabl
Other assets, n

Total asset

Extra Space Storage Inc.

Condensed Consolidated Balance Sheets
(Amounts in thousands, except per share data)

Liabilities, Minority Interests, and Stockholders’ Equity:

Line of credit
Notes payabli
Notes payable to trus
Accounts payable and accrued expel
Other liabilities
Total liabilities

Minority interest in Operating Partnerst

Other minority interest
Commitments and contingenci

Stockholder’ equity:

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

outstanding

Common stock, $0.01 par value, 200,000,000 shatbe@zed, 37,914,898 and

31,169,950 shares issued and outstanding at Septe&38p2005 and December 31,

2004, respectivel
Paic-in capital
Deferred compensatic
Accumulated defici

Total stockholder equity

Total liabilities, minority interests, and stocktel< equity

See accompanying notes
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September 30, 2005

December 31, 2004

(unaudited)
$ 1,200,500 $ 696,89¢
96,66¢ 6,182
7,09: 24,32¢
22,09¢ 4,43(
31,10: 2,501
38,00¢ —
34,08( 14,14:
$ 1,429,55 $ 748,48
$ 42,000 $ 39,00(
892,21 433,97"
119,59( —
2,952 3,444
35,14¢ 7,002
1,091,90: 483,42+
36,15: 21,45:
22t
37¢ 312
435,57: 347,88
(2,560 —
(132,119 (104,589
301,27! 243,60’
$ 1,429,55' $ 748,48:




Extra Space Storage Inc.
Condensed Consolidated Statements of Operations
(Amounts in thousands, except per share data)

(unaudited)
Three months ended September 30, Nine months ended September 30,
2005 2004 2005 2004
Revenues:
Property renta $ 36,24F % 17,53¢ $ 82,28t $ 40,547
Management and franchise fe 4,56: 353 5,331 1,32¢
Tenant insurance incon 863 — 863 —
Acquisition and development fe 367 25C 89¢ 64¢
Interest incom: 78¢ 20 86E 327
Other income 30¢€ 9 42¢ 171
Total Revenue 43,13t 18,16¢ 90,67( 43,02
Expenses:
Property operation 13,36¢ 6,84¢ 31,28t 17,13¢
Tenant insurance exper 51z — 513 —
Unrecovered development/acquisition costs and st
payments 9 — 284 683
General and administratiy 9,591 2,90t 15,86¢ 9,14¢
Depreciation and amortizatic 9,53t 5,057 21,47¢ 10,82:
Other — — 20
Total Expense 33,01« 14,80¢ 69,44¢ 37,79(
Income before interest expense, minority interesjsity in
earnings of real estate ventures and gain on $a&ab
estate asse 10,121 3,36( 21,22: 5,23¢
Interest expens (14,589 (20,699 (28,32() (25,469
Minority interest- Fidelity preferred retur — (91€) — (3,13¢)
Minority interest- Operating Partnersh 258 218 41¢ 213
Loss allocated to other minority intere — 634 — 2,16¢
Equity in earnings of real estate ventu 1,35¢ 404 1,96( 1,097
Loss before gain on sale of real estate ass (2,859 (6,997) (4,719 (19,899
Gain on sale of real estate as: — 1,92( — 1,74¢
Net loss $ (2,859 $ (5,07 $ 4719 $ (18,144
Preferred return on Class B, C, and E u — (1,46%) — (5,75
Loss on early redemption of Fidelity minority ingst — (1,479 — (1,47%
Net loss attributable to common stockholder: $ (2,859 $ (8,020 $ (4,719 $ (25,38))
Net loss per shal- basic and diluted (1 $ (0.08) $ (059 $ 019 $ (2.59
Weighted average number of sha- basic and dilute 37,465,70 15,241,83 33,544,08 9,806,53.
Cash dividends per common shar $ 0.227F % — 8 0.682F % —
1) The basic and diluted loss per share does notdedhie potential effects of the CCSs and CCUs als seccurities would not have

participated in earnings for any of the periodspreed. These securities will not participate Btrdutions until they are converted,
which cannot occur prior to March 31, 2006.

See accompanying notes
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Extra Space Storage Inc.

Condensed Consolidated Statements of Cash Flows

(Amounts in thousands)
(unaudited)

Cash flows from operating activities:

Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic
Amortization of deferred compensati
Amortization of discount on putable preferred ietts in consolidated joint ventut
Minority interest- Fidelity preferred retur
Loss allocated to minority interes
Member units granted to employe
Gain on sale of real estate as:
Distributions from cumulative earnings from reata¢s venture
Interest accrued on notes receive
Increase (decrease) in cash due to chang:
Receivables from related parti
Other asset
Accounts payabl
Payables to related parti
Other liabilities
Net cash used in operating activit

Cash flows from investing activities:

Acquisition of real estate assi

Development and construction of real estate a
Proceeds from sale of real estate as

Investments in real estate ventu

Advances to Centershift and Extra Space Develop
Purchase of equipment and fixtu

Increase in cash resulting from de-consolidatioreaf estate assets and distribution of equity

ownership in Extra Space Development and othereptigs
Acquisition of Storage US,
Payments received on notes receiv:
Change in restricted ca

Net cash used in investing activiti

Cash flows from financing activities:

Proceeds from line of credit and notes payi
Payments on line of credit and notes pay:
Deferred financing cos
Payments on other liabilitie
Net payments to related parties and putable pexfenterests in consolidated joint ventu
Member contribution
Return paid on Class B, C and E member L
Redemption of unit
Minority interest investment
Minority interest distribution:
Redemption of Operating Partnership u
Proceeds from issuance of common shares
Dividends paid on common sto
Distributions to Operating Partnership unit holc
Minority interest redemption by Fideli
Preferred return paid to Fideli

Net cash provided by financing activiti

Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of the pi

Cash and cash equivalents, end of the pe

See accompanying notes
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Nine months ended September 30,

2005

2004

4,719 $ (18,14%)
21,47¢ 10,82:
41€
— 1,04
— 3,13¢
(419) (2,377)
— 1,20¢
— (1,749)
76¢ 217
(53¢ —
(26,109) (2,93¢)
(2,746) 1,381
(23€) 1,61¢
— (4,876)
(55€) (4,53¢)
(12,667 (15,200)
(74,43%) (218,199
(3,731) (22,04¢)
— 7,89¢
(1,740 (82)
— 3,567
(1,839 (1,375)
— 44¢
(528,701 —
20¢ —
(7,836) (6,327)
(618,07 (236,11
651,58t 376,34
(86,69:) (305,93)
(7,15¢) (8,79¢)
— (16)
— (29,590()
— 19,69!
— (7,180)
— (19,130)
22¢ 8,08¢
— (30)
(865) —
81,33( 264,47
(22,809) (3,46¢)
(2,116) (304)
— (15,55¢)
— (7,027)
613,50 271,57.
(17,230) 20,26(
24,32¢ 11,74¢
7,090 $ 32,00¢







Nine months ended September 30,

2005 2004

Supplemental schedule of cash flow informatiol
Interest paid, net of amounts capitali: $ 22,67: $ 24,61(
Supplemental schedule of noncash investing and finaing activities:
Acquisitions (Note 6)

Real estate asse $ 58,217 $ 59,74(

Payables to related parti — (21,82))

Notes payabl (10,260 (18,56°%)

Other liabilities (26,40 (2,139

Minority interest in Operating Partnerst (21,557 —

Member units — (3,18¢)
Member units issued in exchange for receiva — 2,94
Member units issued to repay notes and relateg pastables — 1,72¢
Redemption of units in exchange for note payi — 3,70C
Adjustment to establish minority interest in OpergtPartnershi — 8,481
Redemption of units in exchange for le — 84¢€
Stock grants to employe 2,97t —
Redemption of operating partnership units for comrsimck 3,45( —

See accompanying notes
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Extra Space Storage Inc.
Notes to Condensed Consolidated Financial Statenfanaudited
Amounts in thousands, except shares and per shtae d

1. ORGANIZATION

Extra Space Storage Inc. (the “Company”), a seffiatstered and self-managed real estate investmgsit(“REIT”), was formed on
April 30, 2004 to own, operate, acquire and devalalp-storage facilities located throughout thetdahiStates and continues the business of
Extra Space Storage LLC (the “Predecessor”). Ttva@any’s interest in its properties is held throitgloperating partnership Extra Space
Storage LP (the “Operating Partnership”), and itsmpry assets are general partner and limited pairerests in the Operating Partnership.

The Company invests in self-storage facilities bguaring or developing wholly owned facilities oy bcquiring an equity interest in real
estate entities. At September 30, 2005, the Cognpad direct and indirect equity interest in 54@age facilities located in 34 states,
including Washington D.C.

The Company operates in two distinct segmentsrdpdtty Management and Development and 2) Rentat&@ipns. The Company’s
Property Management and Development activitiesugelacquiring, managing, developing and sellinfgsterage facilities. The Rental
Operations segment includes rental operationslbsgeage facilities.

On August 17, 2004, the Company completed itsahgtublic offering (the “Offering”) of 20,200,000ares of common stock. On
September 1, 2004, the underwriters exercised tiveir allotment option and purchased 3,030,000eshaff common stock. The Company
succeeded to the business conducted by the Predeces

In connection with the Offering, the existing halslef Class A, Class B, Class C and Class E unmitsé Predecessor exchanged these
for an aggregate of 7,939,950 shares of commotk,s10808,437 Operating Partnership (“OP”) unit888,843 contingent conversion shares
(“CCSs"), 200,046 contingent conversion units (“CCand $18,885 in cash. As a result of this ergea the Predecessor became a wholly-
owned subsidiary of the Operating Partnership asdf September 30, 2005, is a 90.91% subsidiattyeo€ompany.

2. BASIS OF PRESENTATION

The accompanying unaudited condensed consolidataddial statements of the Company have been prdparaccordance with
accounting principles generally accepted in thetéthStates (“GAAP”) for interim financial informati and with the instructions to Form €0-
and Article 10 of Regulation S-X. Accordingly, thdg not include all of the information and footrmtequired by GAAP for complete
financial statements. In the opinion of managemahgdjustments (consisting of normal recurringraals) considered necessary for a fair
presentation, have been included. Operating refrlthe three and nine months ended Septembe(B®, are not necessarily indicative of
results that may be expected for the year endeéieer 31, 2005. The Condensed Consolidated Bafsimeet as of December 31, 2004, has
been derived from the Company’s audited finanditiesnents as of that date, but does not includef #le information and footnotes required
by GAAP for complete financial statements. ForHertinformation refer to the consolidated finansi@tements and footnotes thereto included
in the Company’s Annual Report on Form 10-K for ylear ended December 31, 2004 as filed with the8exs and Exchange Commission
(“SEC").




3. STOCK-BASED COMPENSATION

As permitted by Statement of Financial Accountingrlards (“SFAS”) No.123, “Accounting for Stock-BdsCompensationds amende
by SFAS No. 148, “Accounting for Stock Based Congagion-Transition and Disclosure — an amendmeRtA8B Statement No. 123,” the
Company has elected to measure and record comjzensast relative to employee stock option costadoordance with Accounting Princip
Board Opinion (“APB”) No. 25, “Accounting for Stodksued to Employees,” and related interpretatiomsmake pro forma disclosures of net
loss and basic loss per share as if the fair vialehod of valuing stock options had been appliettidd ABP No. 25, compensation cost is
recognized for stock options granted to employelesnathe option price is less than the market pidbe underlying common stock on the
date of grant. During the nine months ended Sepge®®, 2005, 4,948 shares of common stock weredspursuant to options being
exercised. For purposes of the pro forma discesure apply SFAS No. 123, as amended by SFAS 48 .vthich requires the Company to
estimate the fair value of the employee stock oytiat the grant date using an optficing model. The following table represents tffea on
net loss and loss per share if the Company hadeabible fair value based method and recognitioripians of SFAS No. 123, as amended:

Three months ended September 30, Nine months ended September 30,
2005 2004 2005 2004

Net loss attributable to common stockholders, psnted $ (2,859 $ (8,0200 $ 4,719 $ (25,38))
Add: Stock-based employee compensation expense

included in reported net lo: 41€ — 41€ —
Deduct: Total stoc-based employee compensation exp

determined under fair value method for all awe (612) — (834) —
Pro forma net los $ (3,059 $ (8,020 $ (5,13) $ (25,38)
Net loss per shai
Basic- as reportel $ (0.0¢) $ (059 $ 019 $ (2.59
Basic- pro forma $ (0.0 $ (059 % (0.1 % (2.59)
Diluted - as reporte: $ (0.0 $ (059 % (0.14 % (2.59)
Diluted - pro forma $ (0.0 $ (059 % (0.1 % (2.59)

The fair value of options granted under the Compsasipck plan was estimated on the date of graingube Black-Scholes option-pricing
model with the following weighted average assumpgiased: dividend yield of 6.9%, expected volatitif from 19.0% to 22.0%, risk free
interest rate from 3.3% to 4.3%, and expecteddlifé years. The weighted-average fair value ofanstiat the date of grant was $1.25.
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4. NET LOSS PER SHARE

Basic loss per share is computed using the weightethge common shares outstanding, excluding tetwesstricted stock. Diluted
earnings per share are computed using the weigiviehge common shares outstanding, excluding wet/esstricted stock. Diluted loss per
share is unchanged from basic loss per share édhtiee and nine months ended September 30, 2@08094 because the addition of common
shares that would be issued assuming exerciseneecsion would be anti-dilutive. No options, ORtsior unvested restricted stock were
included in the computation of diluted net lossilatttable to common stockholders per share fothhee or nine months ended September 30,
2005 and 2004, because the effect would have beétilative. Options to purchase 3,015,774 and 4,8Q0 shares of common stock were
outstanding at September 30, 2005 and 2004, regpkyct

For the nine months ended September 30, 2004, ¢ighted average number of common shares outstaimihgled Class A units, on a
pro forma basis, as if the Class A units had beswverted to common stock using the initial pubfieong conversion ratio of one Class A u
to 0.08 shares of common stock.

The basic and diluted loss per share does notdedite potential effects of the CCSs and CCUs @ls securities would not have
participated in earnings for any of the periodsprged. These securities will not participate strihutions until they are converted. Such
conversion cannot occur prior to March 31, 2006.

5. REAL ESTATE ASSETS

The components of real estate assets are summasZetiows:

September 30, 2005 December 31, 2004

Land $ 291,47¢  $ 179,93:
Buildings and improvemen 927,37 527,91
Intangible lease right 3,40( 3,40(¢
Intangible asset- tenant relationshig 22,09( 12,02¢
1,244,34. 723,27!

Less: accumulated depreciation and amortize (49,029 (28,339
Net operating real estate ass 1,195,31 694,93t
Real estate under developm 5,19¢ 1,96:
Net real estate ass¢ $ 1,200,500 $ 696,89¢

6. ACQUISITIONS

On July 14, 2005, the Company, through its subsidixtra Space Storage LLC (“ESS LLC”) and the (ieg Partnership, closed the
acquisition (the “Transaction”) of various entitibsit collectively comprise the Storage USA seti-atie business pursuant to the Purchase anc
Sale Agreement (the “Agreement”), dated May 5, 2@@Sween ESS LLC, the Operating Partnership, SgdDapital Self Storage
Incorporated, a Delaware corporation, PRISA Self




Storage LLC, a Delaware limited liability compariPRISA”), PRISA |l Self Storage LLC, a Delaware lted liability company (“PRISA 11},
PRISA 1l Self Storage LLC, a Delaware limited liity company (“PRISA 111"), VRS Self Storage LL& Delaware limited liability company
(“VRS”), WCOT Self Storage LLC, a Delaware limitédbility company (“WCOT"), and the Prudential Irsunce Company of America, a
New Jersey corporation (together with its affilgf‘Prudential”). The results of the acquired opemagi have been included in the unaudited
condensed consolidated financial statements singeld, 2005.

In connection with the Transaction, the Companyuaeg 61 wholly-owned self storage properties, aeguStorage USA (“SUSA”)
Partnership, L.P.’s equity interest in joint vertsiwhich collectively own 78 properties and assuthednanagement of 60 franchises and third
party managed properties. In addition, 259 ofsihé-storage properties were acquired in the Tratimaby five separate limited liability
companies owned by five subsidiaries of the Comgaagh, a “Company Sub”) and Prudential. The &ohiiability company agreements
govern the rights and responsibilities of each dimstied liability company. The Company also aggdi $37.7 million of notes receivable due
from franchisees. The Company paid cash of $528llibn, issued 1,470,149 operating partnershiggjnialued at $21.6 million and assumed
liabilities of $36,665. Closing and other costsurred in connection with the transaction totaléd.8 million. The limited liability companies
contemporaneously entered into management agreenvéhtthe Company to manage the properties feeaof 6% of revenues, as defined.

On March 28, 2005, the Company purchased one &elge facility located in Green Acres, Floridanfra third party for cash of $4.7
million.

On March 8, 2005, the Company purchased four setkge facilities located in Florida from a thirdrfy for cash of $29.6 million.

On February 28, 2005, the Company purchased ofisteehge facility located in Atlanta, Georgia franthird party for cash of $11.8
million.

On January 18, 2005, the Company purchased onsteedfge facility located in Avenel, New Jerseynira third party for $9.7 million.
The Company paid cash of $5.6 million and assunetdiabilities of $4.1 million.

On January 1, 2005, the Company purchased onstsetfge facility located in Palmdale, Californiarfr certain members of the
Company’s management team and a director, for ®@lidn. The Company paid cash of $3.3 million aagsumed a note payable for $3.3
million. The independent members of the Companyar of Directors approved this acquisition.

The pro forma financial information presented belgives effect to the acquisitions as if the acdiaiss had occurred as of the beginning
of the respective periods. The information presgtbiow is for illustrative purposes only and i malicative of results that would have been
achieved if the acquisitions had occurred on JanLia2005 and 2004, respectively, or results whigy be achieved in the future.
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Pro Forma Pro Forma
Three months ended September 30, Nine months ended September 30,
2005 2004 2005 2004
Revenue: $ 46,34: % 42,00: $ 134,600 $ 124,35¢
Net income (loss $ (1,617 $ 36 $ (4,560 $ (5,637
Income (loss) per sha $ (0.09 $ 00z $ (0.19) $ (0.57)

7. INVESTMENTS IN REAL ESTATE VENTURES

At September 30, 2005, the Company held minoriegtments in the following joint ventures:

1) Extra Space West One LLC (“ESW")
2) Extra Space Northern Properties Six, LLC (“ESNPS”)

3) PRISA
4) PRISAI
5) PRISAII
6) VRS

7) wcoT

8) Storage Portfolio I, LLC (“Teachers”)
9) Storage Portfolio Bravo Il, LLC (“Heitman”) and
10) Other equity investments.

In these joint ventures, the Company and the p@nture partner generally receive a preferred meduartheir invested capital. To the ext
that cash/profits in excess of these preferredmstare generated through operations or capitasaictions, the Company would receive a

higher percentage of the excess cash/profits tlsayuity interest.

During the first and second quarter 2004, the Rreskor held a minority investment in Extra Spacgt Bme LLC (“ESE”"). The
Predecessor acquired its joint venture partnetésést in ESE on May 4, 2004. Subsequent to theisitiqn of its partner’s joint venture

interest in ESE, the Company has consolidated thygepties previously owned by ESE.

To the extent that properties were sold/transfeimaathese ventures where such transactions didudify for sales treatment, those
properties are reflected as being owned by thedeessor in the consolidated financial statemerits tive joint venture partners’ interests in

these properties reflected as minority interestspatable preferred interests in consolidated jeémtures. There were no such transactions as

of September 30, 2005 or December 31, 2004.
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The components of investments in real estate vesttonsist of the following:

Excess Profit Equity September 30, December 31,
Participation % Ownership % 2005 2004

ESE 40% 5% $ — —

ESW 40% 5% 2,35¢ 2,30(

ESNPS 35% 10% 1,83 2,13¢

PRISA 17% 2% 13,84( —

PRISA I 17% 2% 11,367 —

PRISA Il 20% 5% 4,98¢ —

VRS 20% 5% 4,87¢ —

WCOT 20% 5% 5,19¢ —

Teacher: 40% 25% 20,50z —

Heitman 45% 20% 15,85} —

Other minority owned propertie 40-50% 1C-50% 15,84% 1,744

$ 96,66¢ 6,182

The components of equity in earnings of real estatgures consist of the following:
Three months ended September 30, Nine months ended September 30,
2005 2004 2005 2004

Equity in earnings of ES $ — $ — $ — 3 19
Equity in earnings of ES\ 31C 272 867 69¢€
Equity in earnings (losses) of ESN 47 38 98 (45)
Equity in earnings of PRIS. 122 — 122 —
Equity in earnings of PRISA 95 — 95 —
Equity in earnings of PRISA I 29 — 29 —
Equity in earnings of VR: 35 — 35 —
Equity in earnings of WCO' 29 — 29 —
Equity in earnings of Teache 241 — 241 —
Equity in earnings of Heitme 221 — 221 —

Equity in earnings (losses) of other minority owned

properties 22¢€ 94 228 427

$ 1,358 § 404 $ 1,960 $ 1,097

8. NOTES RECEIVABLE

Notes receivable relate to construction advancesa§é USA had offered to franchisees, althougpralberties are now in their operating
phase. The notes are collateralized by the fraedhproperties and have terms up to five yeargrdst payments are generally due
monthly on the notes during the first two yearshef term, with amortization of principal generatymmencing in the third year based
upon a 25-year schedule with the balance due atubealate. The loans generally bear interest basedspread over the Prime interest
rate or on a fixed rate of 5.85%. Typically, adses represented 70%-90% of the anticipated cdsiegbroject.

Based upon management assessments of currentstoddail loss experience, loan portfolio trendgwvailing economic and business
conditions, specific loan review and other relevant
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factors, the face value of certain notes has bednced by an aggregate of $3 million to reflecirtestimated fair value on the date of
acquisition.

9. OTHER ASSETS

The components of other assets are summarizedi@asgo

September 30, 2005 December 31,2004

Equipment and fixture $ 8,94¢ $ 7,11¢
Less: accumulated depreciati (4,60¢) (4,136
Deferred financing costs, n 12,80¢ 6,89¢
Prepaid expenses and escrow dep 5,34¢ 2,30¢
Accounts receivabl 7,77 1,29¢
Investments in Trusts (Note 1 3,59( —
Other 22% 66¢

$ 34,08 $ 14,14

10. LINE OF CREDIT

The Company, as guarantor, and its Operating Rattipehave entered into a $100.0 million revolviimg of credit, which includes a
$10.0 million swingline subfacility (the “Credit Eiity”).

The Credit Facility has an interest rate of 175%pseints over LIBOR (5.61% at September 30, 2005 4.15% at December 31, 2004).
The Operating Partnership intends to use the pdscetthe Credit Facility for general corporatepmses. As of September 30, 2005, the C
Facility has approximately $74.7 million of capadiiased on the assets collateralizing the Credillifya The outstanding principal balance on
the line of credit at September 30, 2005 and Deeer@b, 2004 was $42.0 and $39.0 million, respelstimad is due September 2007. The
Credit Facility is collateralized by mortgages ealrestate assets.

11. NOTES PAYABLE
The components of notes payable are summarizeullaw$:
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September 30, 2005 December 31, 2004

Mortgage and construction loans with banks beariteyest at fixed rates between
4.30% and 7.50%. The loans are collateralized bstgages on real estate assets
and the assignment of rents. Principal and intgragients are made monthly with
all outstanding principal and interest due betwexember 6, 2005 and August
2015. $ 711,16: $ 340,66¢

Loans with banks bearing floating interest rateseleon LIBOR and Prime. Interest
rates based on LIBOR are between LIBOR plus 1.99%6060 and 4.15% at
September 30, 2005 and December 31, 2004, reselgtand LIBOR plus 2.85%
(6.71% and 5.40% at September 30, 2005 and Dece3ith@004, respectively).
Interest rates based on Prime are between Primi&%6and 5.25% at September
2005 and December 31, 2004, respectively) and Rologel.0%. The loans are
collateralized by mortgages on real estate agbet®ssignment of rents, and notes
receivable. Principal and interest payments areenmaoithly with all outstanding
principal and interest due between October 1, 20@bAugust 24, 200! 181,05:. 93,30¢

$ 892,21 $ 433,97,

Substantially all of the Company’s and the Predsmes real estate assets are pledged as coll&bertdle notes payable. In addition, the
Company is subject to certain restrictive covenagitsting to the outstanding notes payable, whHieh@ompany was in compliance with at
September 30, 2005.

The Company has entered into a reverse interessvedp agreement (“Swap Agreement”) in order tatf&61.8 million of 4.30% fixed
interest rate secured notes due in June 2009. UnideBwap Agreement, the Company will receivergseat a fixed rate of 4.30% and pay
interest at a variable rate equal to LIBOR plu$8%. The Swap Agreement matures at the same tienedtes are due. This Swap Agreement
gualifies as a fair value hedge, as defined by SRAS133, “Accounting for Derivative Instrumentsdadedging Activities,” as amended and
interpreted, and the fair value of the Swap Agresnerecorded as an asset or liability, with afisetting adjustment to the carrying value of
the related note payable. Monthly interest paymarggecognized as an increase or decrease ieshxpense.

The estimated fair value of the Swap Agreementistality of $1,815 and $532 at September 30, 2808 December 31, 2004,
respectively. For the three and nine months enagdehber 30, 2005, interest expense has been ckbyckb1 and $285, respectively as a
result of the Swap Agreement.

On July 14, 2005, a subsidiary of the Company eudtérto a $100.0 million bridge loan (the “Bridgedn”) with a financial institution,
maturing on November 11, 2005. The Bridge Loandéderest at LIBOR plus 150 basis points or atlibse rate specified therein and is
guaranteed by the Company and certain subsidiafig® Company. The Bridge Loan provides for vasicustomary events of default which
could result in an acceleration of all amounts péy/¢here under. The terms of the Bridge Loaniredhat it be repaid with the proceeds of
equity offerings by the Company. As of SeptemlErZ®05 the Company had an outstanding balancéXo83%nillion.
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On July 14, 2005, a subsidiary of the Company exdtérto a $28.0 million loan (the “Franchise Loawi}h a financial institution,
maturing on July 31, 2007. The Franchise Loandiserest at LIBOR plus 150 basis points or attage rate specified therein and is
guaranteed by the Company and certain subsidiefigtee Company. The Franchise Loan is collateedlizy the Notes Receivable.

12. NOTES PAYABLE TO TRUSTS

On July 27, 2005, ESS Statutory Trust Il (the “Stril”), a newly formed Delaware statutory trusidea wholly-owned, unconsolidated
subsidiary of the Operating Partnership of the Camypissued an aggregate of $40.0 million of prefésecurities which mature on July 31,
2035. In addition, the Trust Il issued 1,238 ofit common securities to the Operating Partneffsiip purchase price of $1.2 million. On
July 27, 2005 the proceeds from the sale of theeprd and common securities of $41.2 million wleaned in the form of a note to the
Operating Partnership (the “Note 3)ote 3 has a fixed rate of 6.91% through July 31, and then will be payable at a variable rateaktp
the three-month LIBOR plus 2.40% per annum. Ther@st on the Note 3, payable quarterly, will bedusy the Trust Ill to pay dividends on
the trust preferred securities. The trust prefesexlrities may be redeemed by the Trust with Bpgyment premium after July 27, 2010.

During May 2005, ESS Statutory Trust Il (the “Trli8}, a newly formed Delaware statutory trust amaholly-owned, unconsolidated
subsidiary of the Operating Partnership of the Camypissued an aggregate of $41.0 million of prefésecurities which mature on June 30,
2035. In addition, the Trust Il issued 1,269 of Sircommon securities to the Operating Partnersrip purchase price of $1.3 million. On
May 24, 2005 the proceeds from the sale of theepred and common securities of $42.3 million weankd in the form of a note to the
Operating Partnership (the “Note 2Note 2 has a fixed rate of 6.67% through June B002and then will be payable at a variable rateaétp
the three-month LIBOR plus 2.40% per annum. Theregt on Note 2 , payable quarterly, will be usgthle Trust Il to pay dividends on the
trust preferred securities. The trust preferredigges may be redeemed by the Trust with no prepay premium 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 of the Camypssued an aggregate of $35.0 million of trusfgrred securities which mature on
June 30, 2035. In addition, the Trust issued 1¢f8R&ust common securities to the Operating Pastniprfor a purchase price of $1.1 million.
On April 8, 2005, the proceeds from the sale oftthst preferred and common securities of $36.lianilvere loaned in the form of note to the
Operating Partnership (the “NoteThe Note has a fixed rate of 6.53% through Jun€B00 and then will be payable at a variable rgteaktc
the three-month LIBOR plus 2.25% per annum. Therégt on the Note, payable quarterly, will be usgthe Trust to pay dividends on the
trust preferred securities. The trust preferredisges may be redeemed by the Trust with no prepyt premium after June 30, 2010.

Under FASB Interpretation No. 46 (“FIN 46Qonsolidation of Variable Interest Entitiaad Revised Amendment to FIN 46 (“FIN 46R"),
Trust, Trust Il and Trust Il are not consolidatéd.
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debt obligation has been recorded in the form ¢émas discussed above for the proceeds, whiabwage to the Trust, Trust I, and Trust 11|
the Company.

13. OTHER LIABILITIES

The components of other liabilities are summarizgedollows:

September 30, 2005 December 31, 2004
Deferred rental incom $ 6,81¢ $ 4,41¢
Accrued interes 4,92: 874
Other accrued liabilitie 4,23¢ 881
Fair value of Interest rate sw 1,81¢ 532
Other miscellaneot 17,35! 302
$ 35,14¢ $ 7,00¢

Other miscellaneous liabilities mainly include atkeenployee-related accruals. The liability alsdudes severance of $1,187 and an
obligation under a long-term lease agreement forage USA'’s corporate offices in Memphis, Tennesge8,120, related to the Transaction.
There have been no material adjustments or payneiigse accruals since the date of the Transacfdso included are various amounts
owed for legal fees and other costs related td'thasaction.

14. RELATED PARTY TRANSACTIONS

At September 30, 2005, the Company had receivétdesrelated parties for $31.1 million. Of theseaunts, $19.0 million were from
joint venture properties related to unpaid managerfezs and other advances made by the Compauydotifie operations of these properti
In addition $6.2 million were receivables from PR|PRISA II, PRISA Il, VRS, and WCOT joint venturés partial reimbursement of
severance and other transition costs incurred &Cttmpany on their behalf related to the Transactithe PRISA, PRISA I, PRISA IIl, VR:
and WCOT joint ventures had agreed to share aguodfi these costs. In addition, $3.4 million rethto development fees receivable.

On January 1, 2004, the Predecessor distributesdjitdy ownership in Extra Space Development (“EgRB"subsidiary consolidated at tl
time, to its Class A members. ESD owned 13 estdgje development properties, two parcels of uridped land and a note receivable. The
book value of the distributed properties and relditbilities was approximately $15.0 million. TReedecessor retained a receivable of $6.2
million from ESD and recorded a net distributior38£0 million. In September 2004, ESD repaid th@ants due to the Company using funds
obtained through new loans on unencumbered pregeifhe Predecessor was required to continue sptidate certain of the properties due
to financial guarantees. Concurrent with the ihjpiablic offering, the Company was released frohgabrantees, and the properties were
deconsolidated as of August 16, 2004. ESD paicCtrapany $67 and $17 for the three months endinge8#ger 30, 2005 and 2004,
respectively, and $176 and $24 for the nine moetiting September 30, 2005 and 2004, respectivabtimg to management fees.
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The Company has determined that it holds a varialéeest in properties in which ESD owns or hagwanership interest. The Company
does not have an equity investment or interestjsndt the primary beneficiary. This variable ne&t is a result of management and
development contracts that are held by the CompEmg .variable interest is limited to the managenaent development fees and no additional
loss can be attributed to the Company. The Compasydetermined that it is not the primary beneficia these agreements. Accordingly,
such properties have not been consolidated subsetuaugust 16, 2004.

On January 1, 2004, the Predecessor distribute®4temillion (including accrued interest of $43®)e receivable from Centershift to the
Class A unit holders. Effective January 1, 2004, @lompany entered into a license agreement withe@sift which secures a perpetual right
for continued use of STORE (the site managememivacé used at all sites operated by the Compangl) espects of the Company’s property
acquisition, development, redevelopment and opmratiactivities. The Company paid Centershift $a888 $159 for the three months ending
September 30, 2005 and 2004, respectively, and 86@%322 for the nine months ending Septembe2@T5 and 2004, respectively, relating
to the purchase of software and to license agretsmen

15. MINORITY INTEREST IN OPERATING PARTNERSHIP

The Company'’s interest in its properties is hetdtigh the Operating Partnership. ESS Holding Bssifigust |, a wholly owned
subsidiary of the Company, is the sole generahparnf the Operating Partnership. The Companysis allimited partner of the Operating
Partnership, and controls the operations of ther@ijog Partnership, holding a 90.91% majority ovehé interest therein as of September 30,
2005. The remaining ownership interests in the @yey Partnership of 9.09% are held by certain farowners of assets acquired by the
Operating Partnership. The Company and Operatinm&ahip were formed to continue to operate anhed the business of the Predecessor.

The minority interest in the Operating Partnerskeipresents OP units that are not owned by the Coynpa conjunction with the
formation of the Company and as a result of subsettacquisitions, certain persons and entitiesritrting interests in properties to the
Operating Partnership received limited partnersimits. Limited partners who received OP units ia fibrmation transactions have the right to
require the Operating Partnership to redeem paall @f their OP units for cash based upon therfarket value of an equivalent number of
shares of common stock at the time of the redemp#Adernatively, the Company may elect to acqtim@se OP units in exchange for shares of
common stock on a one-for-one basis, subject teddntion adjustments provided in the OperatingtRarship agreement.

On July 14, 2005 the Company issued 1,470,149 @B wedued at $21.6 million in conjunction with tfieansaction. On September 9,
2005, 350,000 OP units were redeemed in exchangmfomon stock. As of September 30, 2005, the Qipgr®artnership had 3,791,200 OP
units outstanding and 200,046 shares of CCUs vgstextl and outstanding.

Unlike the OP units, CCUs do not carry any votiigits. Upon the achievement of certain performahoesholds relating to 14 early-
stage lease-up properties, all or a portion ofdlidJs will be automatically converted into shareshef Company’s common stock. Initially,
each CCU will be convertible on a one-for-one batis shares of common stock, subject to customary
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anti-dilution adjustments. Beginning with the qeartnding March 31, 2006, and ending with the gquaathding December 31, 2008, the
Company will calculate the net operating incomerfithie 14 wholly owned early-stage lease-up propediver the 12-month period ending in
such quarter. Within 35 days following the end afle quarter referred to above, some or all of t8&J€will be converted so that the total
percentage (not to exceed 100%) of CCUs issuedrineaxction with the formation transactions that ha@en converted to common stock will
be equal to the percentage determined by dividieghet operating income for such period in excé$6d million by $4.6 million. If any CC
remains unconverted through the calculation madedpect of the 12-month period ending Decembe08, such outstanding CCUs will be
cancelled and restored to the status of authobrednissued shares of common stock.

While any CCUs remain outstanding, a majority & @ompany’s independent directors must review apidcve the net operating income
calculation for each measurement period and alsst approve any sales of any of the 14 wholly oweady-stage lease-up properties.

16. STOCKHOLDERS’ EQUITY

On June 20, 2005 the Company completed a privatepient of 6.2 million shares of its common stdckreoffering price of $13.47 per
share, for aggregate gross proceeds of $83.5 millicansaction costs were $2.2 million, resultingét proceeds of $81.3 million. The shares
were issued pursuant to an exemption from the tragjisn requirements of Section 5 of the Securifiesof 1933, as amended. Pursuant to the
terms of the registration rights agreement, the Gamy filed a registration statement covering therefion September 22, 2005. The Company
will use commercially reasonable efforts to caleregistration statement to be declared effeetd/soon as possible thereafter, but in any
event within 90 days thereafter. If the registratitatement is not declared effective within thiset period, the Company has agreed to pay
liquidated damages as described in the Registr&ights Agreement.

The Company’s charter provides that it can issusW®00,000,000 shares of common stock, $0.01 alaevper share, 4,100,000 CCSs,
$.01 par value per share, and 50,000,000 shamefared stock, $0.01 par value per share. A®pt&nber 30, 2005, 37,914,898 shares of
common stock were issued and outstanding, 3,88&BdR:s of CCSs were issued and outstanding asdanes of preferred stock were issued
and outstanding.

Unlike the Company’s shares of common stock, CGSsal carry any voting rights. Upon the achievenwrtertain performance
thresholds relating to 14 early-stage lease-upaitigs, all or a portion of the CCSs will be autdicedly converted into shares of the
Company’s common stock. Initially, each CCS willdmnvertible on a one-for-one basis into shareofmon stock, subject to customary
anti-dilution adjustments. Beginning with the gearnding March 31, 2006, and ending with the guading December 31, 2008, the
Company will calculate the net operating incomerfithie 14 wholly owned early-stage lease-up progediver the 12-month period ending in
such quarter. Within 35 days following the end afle quarter referred to above, some or all of t6&E€will be converted so that the total
percentage (not to exceed 100%) of CCS issuedrinamtion with the formation transactions that hagen converted to common stock will be
equal to the percentage determined by dividingh#teoperating income for such period in excesshaf #illion by $4.6 million. If any CCS
remains unconverted through the calculation madespect of the 12-month period ending December 31,
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2008, such outstanding CCSs will be cancelled astbred to the status of authorized but unissuaceshof common stock.

While any CCSs remain outstanding, a majority ef@ompany’s independent directors must review apicve the net operating income
calculation for each measurement period and alsst approve any sales of any of the 14 wholly oweady-stage lease-up properties.

During the quarter ended September 30, 2005, timep@ny granted 190,000 shares of restricted stoithput consideration. At the date
of the grant, the recipient had all rights of acktwlder including the right to vote and receiveidiénds subject to restrictions on transfers and
forfeiture provisions. The forfeiture and transfestriction on the shares typically lapse oveirad to four year period beginning on the dat
grant. The Company recorded deferred compensatistockholders’ equity equal to the market val@iehe restricted shares on the date of
grant and amortizes deferred compensation to egpaver the vesting period. For the three and mioaths ending September 30, 2005, $416
of amortization expense of this deferred compeaosas included in general and administrative expens

17. SEGMENT INFORMATION

The Company and the Predecessor operate in twioaisegments, (i) Property Management and (ii) &gwment and Rental Operations.
Financial information for the Company’s and Predsog's business segments are as follows:
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Statement of Operations

Total revenue
Property management and developn
Rental operation

Operating expenses, including depreciation and
amortization
Property management and developn
Rental operation

Gain on sale of real estate as:
Property management and developn

Equity in earnings of real estate ventu
Rental operation

Income (loss) before interest expense and minorigrest
Property management and developn
Rental operation

Depreciation and amortization expel
Property management and developn
Rental operation

Interest expens
Property management and developn
Rental operation

Statement of Cash Flow:
Acquisition of real estate assi
Property management and developn

Development and construction of real estate a:
Property management and developn

Balance Shee
Investment in real estate ventu
Rental operation

Total Assets

Property management and developn
Property operation

18. COMMITMENTS AND CONTINGENCIES

Three months ended September 30,

Nine months ended September 30,

2005 2004 2005 2004
6,89C $ 63z $ 838 % 2,47¢
36,24 17,53¢ 82,28¢ 40,54,
43,13t $ 18,16¢ $ 90,67( $ 43,02
10,24  $ 3,03t $ 16,93 $ 9,992
22,77: 11,77( 52,514 27,79
33,01« $ 14,80¢ $ 69,44¢ $ 37,78¢

— $ 1,92( $ — $ 1,74¢
1,358 $ 404 $ 196( $ 1,097
(3,35) $ (486) $ (8,550 $ (5,767)
14,821 6,17( 31,73 13,841
11,47¢  $ 568/ $ 23,18. % 8,08(

126 $ 13¢  $ 24¢ % 161
9,407 4,92¢ 21,22¢ 10,66:
953t $ 5057 $ 21,47¢  $ 10,82

451 % 18¢ % 50C $ 324
14,13 10,50¢ 27,73( 25,14
14,58¢ $ 10,69: $ 28,32( $ 25,46¢

$ (475,949 $ (218,199
$ (3,73) $ (22,046
September 30, December 31,

2005 2004

$ 96,66 $ 6,18

200,49 32,60¢
1,229,06. 715,87¢
$ 1,429,55! $ 748,48

The Company has guaranteed three construction foamsiconsolidated partnerships that own develaprpeoperties in Baltimore,
Maryland, Chicago, lllinois and Peoria, ArizonaheBe properties are owned by joint ventures in lvtie Company has a 10% equity inter
These guarantees were entered into in November, 20042005, and August 2005,
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respectively. At September 30, 2005, the total@mof guaranteed mortgage debt relating to theis¢ yentures was $6.6 million. These
mortgage loans mature December 1, 2007, July 28,26hd August 31, 2008, respectively. If thetoientures default on the loans, the
Company may be forced to repay the loans. Repsisgeand/or selling the self-storage facilities #imelland that collateralize the loans could
provide funds sufficient to reimburse the Compaiifie estimated fair market value of the encumbassgts at September 30, 2005 is $14.4
million. The Company has recorded no liabilityr@tation to this guarantee as of September 30, 20@ecember 31, 2004. The fair value of
the guarantee is not material. To date the jodmtures have not defaulted on its mortgage debeé Gompany believes the risk of having to
perform on the guarantee is remote.

The Company has been involved in routine litigatising in the ordinary course of business. ASeptember 30, 2005, the Company is
not presently involved in any material litigatioarnto its knowledge, is any material litigatiomehtened against it, or its properties.

19. SUBSEQUENT EVENT

Subsequent to September 30, 2005, hurricane Wiffaeted 17 of the Company’s wholly-owned facilitisd 21 facilities that were owned in
joint ventures. The impact of hurricane Wilma isrently being assessed by the CompeThe Company’s preliminary estimate is that the
cost of repairs will be $800 after expected insaeareimbursements. The total damage sustaineddpergiies managed by the Company is
approximately $2.3 million. All of the affectedlsstorage facilities are open and operating.

20. ACCOUNTING AND DISCLOSURE CHANGES

In December 2004, the FASB issued SFAS No. 123Raf&—Based Payment”. SFAS No. 123R is a revisidBFAS No. 123,
“Accounting for Stock-Based Compensation”, and ssgaes APB Opinion No. 25, “Accounting for Stockued to Employees.” Among other
items, SFAS No. 123R eliminates the use of ABP @pifMNo. 25 and the intrinsic value method of acdg) and requires companies to
recognize the cost of employee services receiveaddéhange for awards of equity instruments, basetth® grant date fair value of those
awards, in the financial statements. The effediate of SFAS No. 123R is the first reporting pefiedinning after June 15, 2005, which is
third quarter 2005 for calendar year companiebpalgh early adoption is allowed. However, on Apdl 2005, the Securities and Exchange
Commission (“SEC”announced that the effective date of SFAS No. 12BFbe suspended until January 1, 2006, for caderygar companie

SFAS No. 123 permits companies to adopt its reqergs using either a “modified prospective” methmda “modified retrospective”
method. Under the “modified prospectiveiethod, compensation cost is recognized in thenéiigh statements beginning with the effective ¢
based on the requirements of SFAS No. 123R fashalte-based payments granted after that date, bagbe requirements of SFAS No. 123
for all unvested awards granted prior to the eifectlate of SFAS No. 123R. Under the “modified asprective” method, the requirements are
the same as under the “modified prospective” methadalso permits entities to restate
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financial statements of previous periods basedroriggma disclosures made in accordance with SFAS123.

The Company currently utilizes a standard optidaipg model (Black-Scholes) to measure the faiugadf stock options granted to
Employees. While SFAS No. 123R permits entitiesdotinue to use such a model, the standard alsoifsethe use of a “lattice” model. The

Company has not yet determined which model it ugkk to measure the fair value of employee stodbipunder the adoption of SFAS
No. 123R.

The Company currently expects to adopt SFAS NoR1&8ective January 1, 2006, based on the newtéféedate announced by the SE
In addition, the Company has not determined thanfifal statement impact of adopting SFAS No. 128/périods beyond 2005.
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Extra Space Storage Inc.
Amounts in thousands, except property, shares andhare data

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 Statésfien
and the “Notes to Unaudited Condensed Consolidated Finar@tialementstontained in this report and théonsolidated Financial
Statements,” “Notes to Consolidated Financial Stagémts”and“Management’s Discussion and Analysis of Finan&aindition and Results of
Operations”contained in our Form 10-K for the year ended Ddmem31, 2004. The Company makes statements iselction that are
forward-looking statements within the meaning & tbderal securities laws. For a complete discassidorward-looking statements, see the
section in this Form 10-Q entitled “Statement omard Looking Information.”

CRITICAL ACCOUNTING POLICIES

The Company’s discussion and analysis of our firdmondition and results of operations are basedw unaudited Condensed
Consolidated Financial Statements, which have pegpia accordance with accounting principles gdheazcepted in the United States
(“GAAP"). The Companys notes to the Audited Consolidated Financial &iatds describes the significant accounting poliegsential to ot
unaudited Condensed Consolidated Financial Statsm&reparation of our financial statements reguéstimates, judgments and
assumptions. The Company believes that the egtinptdgments and assumptions which it has useapgr@priate and correct based on
information available at the time that they weredmaThese estimates, judgments and assumptioreffeahthe Company’s reported assets
and liabilities as of the date of the financiatstaents, as well as the reported revenue and exleming the period presented. If there are
material differences between these estimates, jedtgrand assumptions and actual facts, the Compéinghcial statements may be affected.

In many cases, the accounting treatment of a péati¢ransaction is specifically dictated by GAARJaloes not require our judgment in
application. There are areas in which the Compajudgment in selecting among available alternativeuld not produce a materially
different result, but there are some areas in wtiiehCompany’s judgment in selecting among avadlalternatives would produce a materially
different result. See the Notes to the unauditedsBlidated Financial Statements that contain ewidit information regarding the Company’s
accounting policies and other disclosures.

OVERVIEW

The Company is a fully integrated, self-administeaad self-managed real estate investment trustgfdito continue the business
commenced in 1977 by its predecessor companiesnpaperate, acquire, develop and redevelop priofiesky managed self-storage
properties. The Company derives a substantialqodf its revenues from rents received from tenantter existing leases on each of its self-
storage properties. Additional revenue is derivednffmanagement and franchise fees from the Compégmiyt venture and franchise
properties. The Company operates in competitiviketa where consumers have multiple self-storagpepties
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from which to choose. Competition has and will ¢omé to impact the Company’s results. The Compamgeences minor seasonal
fluctuations in occupancy levels, with occupanasele higher in the summer months due to increasethl activity.

The Company’s operating results, therefore, depeairially on its ability to lease available selfrage space and on the ability of its
tenants to make required rental payments. The Coynipalieves it is able to respond quickly and effedy to changes in local, regional and
national economic conditions by centrally adjustiagtal rates through its internal revenue managéteam by utilizing STORE, the operat
management software employed at all of the Compamyhed and managed properties.

The Company continues to evaluate a range of newtbrinitiatives and opportunities in order to eleaibto maximize stockholder value.
These include:

*  Maximize the performance of properties throughtsgi, efficient and timely management. The Compalays to pursue revenue
generating and expense minimizing opportunitieglbfronts. The Company’s revenue management te@#inseek to maximize
revenue by responding to changing market conditibreugh STORE’s unique ability to provide real-¢ininteractive rental rate and
discount management. The Company’s newly acqusicate will allow for greater ability to implememdhjustify national, regional
and local marketing programs which will drive mérgsiness to its stores. To control expenses, tipeah efficiencies will be gained
through increased operational scale, technologyorgments and the rationalization of corporate ezps.

*  Focus on the acquisition of self-storage propeftia® franchisees and third parties. The Compamsytiemefited greatly from the
acquisition of existing properties. The acquisiideam will continue to aggressively pursue theussitipn of single properties and
portfolios that it believes can provide short aog-term stockholder value. The Company’s acquoisitif Storage USA has further
bolstered its reputation as a reliable, ethicaldowyhich enhances its ability to negotiate andeclosn-brokered, private deals. In
addition, the Company’s status as an UPREIT endlaeibility when structuring deals.

* Develop new self-storage properties through joertture relationships. The Company has several yeinture relationships and will
continue to utilize these relationships to devaieps self-storage properties in the Company’s caaekats. Our 2006 development
pipeline includes 12 of these projects. The aqoictibn of many of these properties has alreadyibeg

* Expand the Company’s newly acquired franchise aadagement business. The Company sees the framriusaanagement
business as a future development and acquisitjpelipe.

STORAGE USA ACQUISITION
On July 14, 2005, the Company completed, along jwitit venture partner Prudential Real Estate Itoss(“PREI”), the acquisition of
Storage USA (“SUSA”) from General Electric Corpdoat(“GE”). In connection with the SUSA transactjaghe Company acquired SUSA

Partnership, L.P.’s equity interest in 78 joint tee properties and assumed the management of
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60 franchises and managed properties. In addi2s9,of the self-storage properties acquired inSbUSA transaction were contributed to five
separate limited liability companies that are owhgdive subsidiaries of the Company (each, a “CanySub”) and PREI. As part of this
contribution, the Company Subs and PREI enteredlimited liability company agreements which govéa rights and responsibilities of ei
such limited liability company. Following this treaction, the Company now has a joint venture ésten 355 self-storage properties.

PROPERTIES

As of September 30, 2005, the Company owned andhtgze546 properties located in 34 states, inclytlishington D.C. Of these
properties, 191 are wholly owned and 355 are hejdint ventures with third parties. The propertiegned and operated before the SUSA
acquisition operate under the service-marked ESgra@ce Storage brand name. The Company is curiemtlgmenting a re-branding program
which will convert all of the SUSA stores to thetéexSpace Storage brand. As of September 30, @@6ompany owned or had ownership
interest in approximately 37 million square feespéce configured in approximately 360,000 sepatatage units. Over 65% of the properties
are clustered around the larger population cewteBaltimore/Washington, D.C., Boston, Chicago, |IBsj| Las Vegas, Los Angeles, Miami,
New York City, Orlando, Philadelphia, Phoenix, Bétersburg/Tampa and San Francisco. These marketsn abov-average population al
income demographics and high barriers to entryéor self-storage properties. The clustering oftass®und these population centers enables
the Company to reduce its operating costs throegha@mies of scale. The SUSA acquisition has gihenGompany increased scale in many
core markets as well as a foothold in many mankéisre the Company had no previous presence.

The Company considers a property to be in the lapsgtage after it has been issued a certificatecfipancy, but before it has achieved
stabilization. A property is considered to be dtabil once it has achieved an 85% occupancy ratea®been open for four years. These same
rules have been applied to the recently acquire8/Sproperties.

The following table sets forth additional inform@tiregarding the occupancy of the stabilized priggeon a state-by-state basis as of
September 30, 2005 and 2004. The information &eptember 30, 2004 is on a pro forma basis agthallthe properties owned at
September 30, 2005 were under the Company’s casrof September 30, 2004.
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Stabilized Property Data Based on Location

Company

Pro forma

Company

Pro forma

Company

Pro forma

Number of units

Number of units

Net rentable
square feet at

Net rentable
square feet at

Square foot
occupancy %

Square foot
occupancy %

Number of at September 30, at September 30, September 30, September 30, September 30, September 30,

Location Properties 2005 (1) 2004 2005 (2) 2004 2005 2004
Wholly-Owned Properties
Arizona 2 1,32¢ 1,31€ 137,69! 137,82! 97.2% 88.1%
California 28 18,74 18,771 2,000,601 2,002,59i 87.€% 87.8%
Colorado 5 2,40¢ 2,401 301,33 300,39! 85.2% 81.8%
Florida 23 15,36 15,30z 1,619,01: 1,597,55! 92.4% 92.%%
Georgia 6 3,467 3,47 433,69( 433,12: 88.(% 84.%%
lllinois 3 2,13¢ 2,15(C 195,53: 186,03¢ 81.5% 75.1%
Kentucky 1 44¢ 46( 61,04( 61,09( 87.2% 77.1%
Louisiana 2 1,411 1,411 147,90( 147,90( 87.1% 88.(%
Maryland 5 4,53¢ 4,54t 485,82¢ 485,72: 80.£% 77.(%
Massachuseti 22 11,57( 11,58¢ 1,243,15 1,246,74. 84.2% 81.(%
Michigan 2 1,03¢ 1,05 104,21¢ 104,41t 74.£% 74.1%
Missouri 3 1,33¢ 1,33 159,64 159,67: 79.1% 88.8%
Nevada 1 462 468 56,50( 57,10( 94.(% 92.(%
New Hampshire 2 1,01t 1,01t 117,26¢ 117,27¢ 82.6% 79.4%
New Jerse) 16 12,82 12,86¢ 1,267,39: 1,272,00: 85.7% 89.%%
New York 4 4,44¢ 4,44¢ 256,12¢ 256,53¢ 80.2% 86.4%
Ohio 4 2,07¢ 2,081 272,84( 255,78( 74.1% 83.&%
Oregon 1 762 78C 67,53( 67,53( 86.5% 91.6%
Pennsylvanic 8 6,05% 5,90¢ 617,37: 597,38¢ 80.(% 83.9%
Rhode Islanc 1 72C 71€ 75,83¢ 75,61: 89.2% 86.(%
South Caroliné 4 2,08¢ 2,08¢ 246,96¢ 246,96¢ 91.5% 91.7%
Tennesse 4 2,691 2,68( 314,57: 314,87- 88.2% 83.2%
Texas 11 6,44¢ 6,44: 723,20¢ 721,08: 86.(% 82.7%
Utah 3 1,52z 1,51¢ 209,32( 208,77! 90.4% 88.£%
Virginia 2 1,22( 1,23¢ 126,09: 126,02 86.(% 85.(%
Washingtor 1 762 762 67,17¢ 67,17¢ 97.€% 90.5%
Total Wholly-Owned

Properties 164 106,88( 106,80t 11,307,86 11,247,21 86.5% 86.1%
Properties Held in Joint

Ventures
Alabama 4 2,31€ 2,31 276,07( 276,48( 83.5% 86.2%
Arizona 12 7,40¢ 7,39¢ 726,30« 725,65¢ 93.6% 86.1%
California 71 51,08t 50,98: 5,031,59: 5,030,44 88.t% 85.4%
Colorado 3 1,90 1,90¢ 213,80: 213,69 85.2% 78.%
Connecticu 9 6,52¢€ 6,54¢ 729,22: 729,72¢ 73.5% 74.1%
District of Columbia 1 1,53¢ 1,53¢ 105,59: 105,59: 81.7% 85.6%
Delaware 1 58¢ 591 71,49t 71,49: 86.6% 86.£%
Florida 23 19,73: 19,85¢ 1,800,74 1,804,361 86.1% 82.8%
Georgia 3 1,91¢ 1,921 227,74t 227,74¢ 80.7% 77.1%
lllinois 5 3,32t 3,397 350,60: 334,55 71.2% 69.4%
Indiana 9 3,73C 3,74¢ 453,72¢ 448,76 87.2% 84.1%
Kansas 4 1,711 1,70 203,67! 203,78( 77.1% 73.%%
Kentucky 4 2,241 2,23¢ 260,22 250,84: 81.5% 82.6%
Massachuseti 17 9,29 9,332 1,017,79 1,017,65! 79.1% 76.(%
Maryland 14 10,94 10,93¢ 1,057,311 1,058,63: 83.1% 82.5%
Michigan 10 5,95¢ 6,00¢ 725,94 726,58t 77.2% 81.71%
Missouri 5 2,74¢ 2,75¢ 315,92! 317,45( 81.2% 83.(%
New Hampshire 3 1,331 1,331 137,94¢ 137,92¢ 88.7% 91.7%
New Jerse) 17 12,34¢ 12,36¢ 1,228,42 1,229,52i 85.(% 87.5%
New Mexico 9 4,48( 4,48( 484,73 485,01: 88.%% 86.%
New York 16 18,13¢ 18,16( 1,278,35! 1,277,691 80.6% 78.2%
Nevada 7 4,621 4,62¢ 491,25¢ 491,84: 90.£% 95.£%
Ohio 12 5,571 5,58¢ 794,95 792,38! 77.1% 79.%
Oregon 2 1,27¢ 1,26¢€ 134,96( 134,98! 96.(% 88.6%
Pennsylvani: 8 5,11« 5,14: 548,64! 549,31! 82.6% 87.5%
Rhode Islanc 1 611 612 70,32¢ 70,35( 62.% 78.1%
Tennesse 24 12,61¢ 12,58: 1,530,01 1,532,39: 83.7% 80.8%
Texas 26 17,70( 17,547 1,883,50: 1,887,25 79.1% 78.2%
Utah 1 51¢ 511 59,40( 59,65( 85.6% 84.t%
Virginia 15 10,36 10,37¢ 1,082,96: 1,080,98: 83.5% 83.5%
Washingtor 1 551 54¢ 62,73( 62,73( 92.1% 92.4%
Total Properties Held in

Joint Ventures 337 228,20: 228,30: 23,355,99 23,335,51 86.7% 84.1%
Total Stabilized Properties 501 335,08: 335,10¢ 34,663,86 34,582,72 86.50p 85.50

(1) Represents unit count as of September 30, 2005 wiay differ from September 30, 2004 unit counttduenit conversions or

expansions.
(2) Represents net rentable square feet as of Septe8ab2005 which may differ from September 30, 2@94entable square feet due to t
conversions or expansions.
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The following table sets forth additional inform@tiregarding the occupancy of the Company’s leg@sproperties on a state-lsyate basi
as of September 30, 2005 and 2004. The informatsonf September 30, 2004 is on a pro forma badisaugh all the properties owned at
September 30, 2005 were under the Company’s cassrof September 30, 2004.

Lease-up Property Data Based on Location

Company

Pro forma

Company

Pro forma

Company

Pro forma

Number of units at

Number of units at

Net rentable
square feet at

Net rentable
square feet at

Square foot
occupancy %

Square foot
occupancy %

Number of September 30, September 30, September 30, September 30, September 30, September 30,

Location Properties 2005 (1) 2004 2005 (2) 2004 2005 2004
Wholly-Owned Properties
California 3 1,70¢ 1,70¢ 193,17 193,07: 75.9% 68.9%
Connecticu 2 1,36¢ 1,37: 123,46! 123,76¢ 64.8% 58.€%
Florida 1 38€ 38€ 37,98t 38,00t 87.1% 41.€%
Georgia 1 56C 55k 67,11( 67,11( 91.2% 88.1%
lllinois 2 1,14C 1,13¢ 144,89( 144,51t 72.% 62.7%
Kentucky 1 572 572 67,05( 66,95( 92.4% 88.7%
Massachusetl 6 3,77¢ 3,75¢ 381,15! 386,98( 70.5% 52.6%
Nevada 1 79€ 79€ 74,42t 74,42¢ 82.2% 82.2%
New Jersey 6 5,181 5,20¢ 437,17¢ 442,24¢ 82.2% 75.%
New York 3 2,52: 2,52¢ 201,16: 198,23( 79.9% 77.2%
Virginia 1 72€ 72¢ 75,55( 75,52¢ 68.1% 53.8%
Total Wholly -Owned Properties 27 18,73¢ 18,74« 1,803,14 1,810,82 77.1% 67.4%
Properties Held in Joint Ventures
California 3 2,45( 2,44F 255,14( 254,76: 75.5% 70.4%
Florida 1 65C 711 67,71¢ 68,77¢ 92.7% 89.2%
lllinois 1 68€ 675 74,05( 71,27¢ 59.6% 61.1%
New Jersey 4 3,321 3,32¢ 325,70! 325,10¢ 82.9% 77.€%
New York 5 5,13( 5,13Z 401,33« 407,28¢ 78.2% 73.9%
Pennsylvani: 3 2,47( 2,46 229,20° 228,94 69.4% 49.9%
Virginia 1 87¢ 87¢ 85,02¢ 85,02¢ 44.€% 0.C%
Total Properties Held in Joint

Ventures 18 15,59: 15,63: 1,438,171 1,441,17 75.1% 66.0%

45 34,32 34,37¢ 3,241,32. 3,252,00! 76.204 66.€04

Total Lease-up Properties

(1) Represents unit count as of September 30, 2005 wiéy differ from September 30, 2004 unit counttdusit conversions or

expansions.

(2) Represents net rentable square feet as of Septeé8Ab2005 which may differ from September 30, 20804entable square feet due to t
conversions or expansions.

The Company’s property portfolio is a made up dfiedent types of construction and building configiions depending on the site and the
municipality where it is located. Most often sitee what we consider “hybrid” facilities, or a ntikboth drive-up buildings and multi-floor
buildings. The Company has several multi-flooridings with elevator access only, and a numbeaaiifies featuring ground-floor access
only.

The Company’s properties are generally situatezbimvenient, highly visible locations clustered ar@large population bases; however,
due to certain factors, the Company has a handiiokations outside the top Metropolitan Statidtiseeas (“MSA’s”) that were developed or
acquired based on the market, familiarity with piheperties, or as part of a larger portfolio.

In addition to the 191 wholly-owned properties &nel 355 properties in which the Company has an ostiieinterest, the Company also
manages 74 properties for third parties and frasegd as of September 30, 2005 bringing total ptiegedp 620. The Company receives a
management fee equal to approximately 6% of gmasnues to manage these sites.
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RESULTS OF OPERATIONS
Comparison of the three and nine months ended Septder 30, 2005 and 2004
Overview

Results for the three and nine months ended Septedih 2005 included the operations of 546 proper{il91 of which were consolidated
and 355 of which were in joint ventures accountediking the equity method) compared to the resoittthe three and nine months ended
September 30, 2004, which included the operatiérigl® properties (124 of which were consolidated 48 of which were in joint ventures
accounted for using the equity method). ResultsHerthree and nine months ended September 30,i26l0dle the results of six properties in
which the Company did not own any interest andwhere the Company sold its joint venture interest004. The properties were
consolidated as a result of guarantees and/orfputshich the Company was liable. Five of the simgerties were deconsolidated on
August 16, 2004 upon the release of all guarargedguts, and the other property was deconsolidatddecember 31, 2004. Results for both
periods also included equity in earnings of retdtesventures, third-party management fees, adiquidees and development fees.

Revenues

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

Three months ended September 30, Nine months ended September 30,
2005 2004 2005 2004
Revenues:

Property renta $ 36,24t $ 17,53t $ 82,28t $ 40,547
Management and franchise fe 4,56: 358 5,331 1,32¢
Tenant insurance incon 863 — 863 —
Acquisition and development fe 367 25C 89¢ 64¢
Interest incom 78¢ 20 86¢ 327
Other income 30€& 9 42¢€ 171

Total revenue $ 43,13 $ 18,16¢ $ 90,67( $ 43,02:

Three months ended September 30, 2005 compared tefember 30, 2004

Revenues for the three months ended Septembef@8,igcreased $24,967 or 137%, primarily due tinarease in property rental
revenues of $18,709, or 107%, which include merdisansales, insurance administrative fees anddate The increase in property rental
revenues for the three months ended Septembe086,@nsists of $747 from the buyout of the cerjmiint venture interests (previously
accounted for using the equity method of accouti®tyl,386 from the properties acquired from SU$3834 from other acquisitions and
$651 from increases in occupancy at lease-up piieper

Increase in interest income relates primarily teriest received on notes receivable from franckifle®t were part of the acquisition of SUSA.
The Company anticipates that the majority of thestes will be repaid prior to the end of 2005.
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Nine months ended September 30, 2005 compared topBamber 30, 2004

Revenues for the nine months ended September 86,i@6reased $47,647 or 111%, primarily due toB %39, or 103% increase in
property rental revenues. The increase in propertal revenues for the nine months ended SepteBh&005 consists of $6,792 from the
buyout of the certain joint venture interests (jwesly accounted for using the equity method obaating), $11,386 from the properties
acquired from SUSA, $21,030 from other acquisitiand $2,210 from increases in occupancy at leageajgerties.

Management fee

Management fees typically represent 6.0% of reveffngen properties owned by third parties and unclbidated joint ventures. The
increase in management fees for the three andmamehs ended September 30, 2005 was due to the &gmpanaging additional properties
as a result of the SUSA transaction. These prigizariclude joint venture properties in which tleenpany holds a minority equity interest,
franchise properties and third party managed ptgger These increases were partially offset bydeease in management fees from the
Company purchasing its joint venture partner’'sriggsein Extra Space East One LLC and nine propefiteen Extra Space West One, LLC
subsequent to September 30, 2004.

Expenses

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

Three months ended September 3( Nine months ended September 3(
2005 2004 2005 2004
Expenses:
Property operation $ 13,36¢ $ 6,84¢ $ 31,28 % 17,13¢
Tenant insurance exper 51: — 513 —
Unrecovered development/acquisition costs and st
payments 9 — 284 682
General and administratiy 9,591 2,908 15,86¢ 9,14¢
Depreciation and amortizatic 9,53t 5,057 21,47¢ 10,82:
Other — — 20
Total expense $ 33,01« % 14,80¢ $ 69,44¢ $ 37,79

Property Operations Expen:
Three months ended September 30, 2005 compared tefdBember 30, 2004

Property operations expense for the three monttieceBeptember 30, 2005 increased primarily dusd@ases of $4,038 from the
properties acquired from SUSA, $2,195 from otheyuggitions and $543 from increases in stabilizedl laase-up properties.

Nine months ended September 30, 2005 compared topBamber 30, 2004

Property operations expense for the nine monthec8eptember 30, 2005 increased due to $1,81&ddlathe buyout of certain joint
venture interests (previously accounted for usimgequity method of accounting), $4,038 from thepprties acquired from SUSA, $7,387
from other acquisitions and $1,446 from increasestabilized and lease-up properties.

During the three and nine months ended Septemh&08®, the Company continued to increase the @uypat its other lease-up
properties. Existing lease-up property expenses
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increased due to increases in utilities, officeemges, repairs and maintenance and property tdxedd reassessment).
General and Administrative

For the three and nine months ended Septembel088, general and administrative expense increas@@&@nd $6,720, or 230% and
73%, respectively related to increased costs assatwith the management of the additional propgttiat have been added via acquisitions.
The Company incurred approximately $1,250 of adddl general and administrative expenses in thid thiarter of 2005 relating to the
integration of the SUSA properties and administeatiystems and $416 of amortization of deferredps ation relating to stock grants.

Depreciation and Amortizatio

For the three and nine months ended Septembel088, & preciation and amortization increased $4a41iB$10,655, or 89% and 98%,
respectively related to more development and aitourigproperties operating during 2005 than wereropt September 30, 2004.

Other Revenues and Expenses

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

Three months ended September 30, Nine months ended September 30,
2005 2004 2005 2004
Interest expens $ 14,58¢ $ 10,69: $ 28,32( $ 25,46¢
Minority interest- Fidelity preferred retur — 91¢€ — 3,13¢
Minority interest- Operating Partnersh (253 (219) (419 (219
Loss allocated to other minority intere — (634) — (2,169
Equity in earnings of real estate ventu (1,355 (404) (1,960 (1,097
Other $ 12,98 $ 10,35 $ 25947 % 25,121

Interest Expens

Interest expense for the three and nine monthsde8dptember 30, 2005 increased $3,896 and $2,836% and 11%, respectively. The
increase was primarily due to interest paid ontthst preferred debt and additional debt relatmthe acquisition of properties. In addition,
Company incurred interest expense relating to@gerioan used to complete the SUSA transactiore Qdémpany also amortized nogeurring
fees relating to the bridge loan of $865 whichiattuded in interest expense.
Minority Interes-Fidelity Preferred Return

Minority interest-Fidelity preferred return for thieree and nine months ended September 30, 2006adee] $916 and $3,136, respectively
or 100% due to the redemption of the Fidelity mityanterest on September 9, 2004.

Minority Interest Operating Partnersh
Loss allocated to the Operating Partnership reptes229% of the net loss for the three and ninethanded September 30, 2005.
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Loss Allocated to Other Minority Interes

Loss allocated to other minority interests for thieee and six months ended September 30, 2005adtté$634 and $2,164, respectivel
100% primarily due to the Company buying out, oth® deconsolidation of, all minority partnershiperest during 2004.

Equity in earnings of real estate ventu

Equity in earnings of real estate ventures fortkiiee and nine months ended September 30, 2005l $951 and $863, or 235% and
79%, respectively. The increase was due primé&ithe Company’s purchase of equity interestsim jeentures which own 337 properties as
a result of the SUSA transaction.

FUNDS FROM OPERATIONS

Funds from operations (“FFO”) provides relevant amehningful information about the Company’s opa@ferformance that is
necessary, along with net loss and cash flowsafiaunderstanding of the Company’s operating res#HEO is defined by the National
Association of Real Estate Investment Trusts, (IMAREIT”) as net income (loss) computed in accardawith accounting principles
generally accepted in the United States (“GAAPXgleding gains or losses on sales of propertiags gepreciation and amortization and after
adjustments to record unconsolidated partnershmggaint ventures on the same basis. The Compaligves that to further understand its
performance, FFO should be considered along weétreéported net loss and cash flows in accordante®AAP, as presented in the
consolidated financial statements.

The computation of FFO may not be compared to Féfnted by other REITs or real estate companidgithaot define the term in
accordance with the current NAREIT definition oatlinterpret the current NAREIT definition diffetgn FFO does not represent cash
generated from operating activities determinedctoadance with GAAP, and should not be considesegiaalternative to net income (loss) as
an indication of the Company’s performance, aslemrative to net cash flow from operating actigads a measure of its liquidity, or as an
indicator of the Company’s ability to make cashritisitions. The following table sets for the cad#tion of FFO:
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Three months ended Nine months ended

September 30, 2005 September 30, 2005
Net Loss $ (2,859 $ (4,719
Plus:

Real estate depreciatit 6,28¢ 13,95

Amortization of intangible: 3,19¢ 7,23¢

Joint venture real estate deprecial 89C 1,08¢
Less:

Loss allocated to operating partnership minoritgiiest (259) (419)
Funds from operatior $ 7,26 $ 17,13
Funds from operations per shi $ 0.1t $ 0.47
Weighted average number of sha

Common stock (excluding restricted shal 37,465,70 33,544,08

OP units 3,905,22! 3,121,77!

Total 41,370,92 36,665,86

SAME-STORE STABILIZED PROPERTY RESULTS

The Company considers same-store stabilized partiolconsist of only those properties owned by@loenpany at the beginning and at
the end of the applicable periods presented and#thachieved stabilization as of the first dagwth period, or where available for lease for
four years as of the beginning of the first penwesented. The following table sets forth operatiata for the same-store portfolio for the
Company and the Predecessor’s same-store portldimCompany considers the following same-storegiretion to be meaningful in regards
to the 38 properties shown below. These resultgigganformation relating to property-level opergtichanges without the effects of
acquisitions or completed developments. As the Gomontinues forward as a public company, it héle a greater population of sastere
properties to which to make a comparison. Consetyehe results shown below should not be used Iaasis for the Company’s performance
as a whole of for future same-store performance.

Three Months Ended September 3C Percent Nine Months Ended September 3C Percent
2005 2004 Change 2005 2004 Change
Same-store rental revenue $ 7177 $ 6,88 4.3% $ 20,81¢ $ 20,117 3.5%
Same-store operating expens 2,42( 2,24¢ 7.€% 7,16¢ 6,66° 7.5%
Non sam-store rental revenue 29,06¢ 10,65« 172.&% 61,47( 20,43( 200.9%
Non sam-store operating expens 10,94¢ 4,597 138.1% 24,12: 10,47: 130.2%
Total rental revenue 36,24t 17,53¢ 106.7% 82,28¢ 40,54 102.“%
Total operating expens 13,36¢ 6,84¢ 95.2% 31,28t 17,13¢ 82.€%
Properties included in sarstore 38 38 38 38
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Same-Store Operating Revenues

Total revenues for the three and nine months eSeépdember 30, 2005 for the Company’s same-stobdizeal property portfolio
increased $295 and $699 or 4.3% and 3.5% primduéyto increased rental rates and the Companyligyabi maintain occupancy while
controlling discounts.

Same-Store Operating Expenses

Total operating expenses for the three and ninetimsended September 30, 2005 for the Company’s-séone stabilized property
portfolio increased $171 and $501, or 7.6% and 7536 three month increase was due to increasegtiiging expenses. Year to date
expense increases are primarily due to an inclieas®w removal and property taxes. The increasmow removal was a direct result of
record snowfall in New England in January and Fatyrwof 2005. Property taxes primarily increaseélorida and Massachusetts.

COMMON CONTINGENT SHARES AND COMMON CONTINGENT UNIT PROPERTY PERFORMANCE

Upon the achievement of certain levels of net dpegancome with respect to 14 of the Company’s-gtabilized properties, the
Company’s CCSs and the Company'’s operating pahipssCCUs will convert into additional shares ohemon stock and operating
partnership units, respectively, beginning, witl tjuarter ending March 31, 2006. The average ocmypaf these 14 properties as of
September 30, 2005 was 71.5% as compared to 58.8#psember 30, 2004. The table below outlinep#rrmance of the properties for the
guarter ended September 30, 2005 and 2004, regplgcti

Three Months Ended September 3C Percent Nine Months Ended September 3C Percent
2005 2004 Change 2005 2004 Change
CCSI/CCU rental revenut $ 2,228 % 1,66( 34.(% $ 6,05( $ 4,23¢ 42.1%
CCS/CCU operating expens 1,48¢ 1,21¢ 22.5% 4,10¢ 3,472 18.2%
Non CCS/CCU rental revenu 34,02( 15,87 114.2% 76,23¢ 36,30¢ 110.%
Non CCS/CCU operating expen: 11,87 5,63( 111.(% 27,17¢ 13,66¢ 98.%
Total rental revenue 36,24 17,53° 106.7% 82,28t 40,54 102.9%
Total operating expens 13,36¢ 6,84¢ 95.2% 31,28t 17,13¢ 82.€%
Properties included in CCS/CC 14 14 14 14

CASH FLOWS

Cash used in operating activities was $12,663 coetpt® $15,200 for the nine months ended SepteBle2005 and 2004, respectively.
The decrease in cash used was primarily due teased operating revenues as a result of propegtyisiitons in 2004 and the nine months of
2005, and lower cash funding requirements relatingpe Company’s lease-up properties. In additibe,Company did not pay any preferred
return to Fidelity in 2005, as this minority intetevas redeemed September 9, 2004.
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Cash used in investing activities was $618,076%286,112 for the nine months ended September 3% 20d 2004, respectively. The
increase in 2005 is primarily the result of greaenguisitions and development and constructioreaf estate assets in the first nine months of
2005 than in 2004.

Cash provided by financing activities was $613,808 $271,572 for the nine months ended Septemh@08® and 2004, respectively.
The 2005 financing activities consisted primarifyadditional net borrowings (including loan fee$$857,739 offset by $22,808 paid in
dividends. In addition, the Company issued 6.2iamilshares of its common stock for net proceedk8af3 million. The 2004 financing
activities consisted primarily of the issuance afnenon shares of $264,475.

OPERATIONAL SUMMARY

For the nine months ended September 30, 2005,dhg@ény continued its same-store, year-on-year teygnowth that began in 2004
with a revenue increase of 4.3%. Move-in and maveactivity on the same-store portfolio was vemigr to the same period in 2004.
California and Florida remain our strongest regjavisiie New Jersey and Pennsylvania have contimai@erform below the portfolio average.
The metro-Boston area, the Company'’s largest mackatinues to rebound, both in terms of occupamay revenue.

Same-store expenses for the quarter ended Sept@®b2005 increased 7.6%, primarily due to an iaseein advertising, repairs and
maintenance and property taxes. Though many ah#md&eting programs generating the expense weenared in the quarter ended June 30,
2005, much of the associated expense was incurrémimost recent quarter when the programs oaturre

OUTLOOK

The Company believes that the acquisition of S®td§A will enable it to take advantage of its iraged scale and property level revenue-
generating opportunities. The transition of ther&je USA business processes, technology, accguantich human resources are substantially
complete. However, further work remains and walhtinue for the next several quarters.

The continued increases in sastere revenue is encouraging, though there cam lassurance that this trend will continue. The Gany
is continually seeking to drive revenue growth btiveely managing both pricing and promotional stgags utilizing the yield management
features of STORE. Through the acquisition of &gerUSA, the Company has gained Storage USA's iisdgield management staff, which
the Company believes can further enhance revenins.g&everal in-house initiatives and marketingnpotions continue to be implemented
which also support the drive for increased revenlize Company continues to believe that its useaiftime pricing and promotions will
continue to provide the Company with the opportutotgrow revenues.

The Company anticipates continued competition fednoperators, both public and private, in all lo¢ tmarkets in which the Company
operates. The Company expects some of the largepetitors in the industry to continue aggressiaggé-scale media campaigns that may
inhibit our ability to control discounts, especyadit our properties in the leasp-phase. Despite this, the Company expects @nceut positive
operating climate for self-storage operators, paldirly for those with well-located, highly visibland efficiently managed self-storage
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properties.
REVENUE OUTLOOK

The Company believes that its pricing and discatrategies have positioned it well to maintain rwegrowth for the remainder of 2005
and into 2006. However, there can be no guardhtgdhe current levels of revenue growth will éone. The Company aims to achieve not
the highest level of occupancy, but the highediasnable level of revenue to increase stockhol@éwe, This may mean lower occupancy le
when compared on a year-on-year basis. The Comp#irglso continue to selectively discount certaites and units based on occupancy,
availability, and competitive parameters that ametwlled through the Company’s software solution.

The performance of the Storage USA propertiesdrasyverage, been above historic Extra Space Stpragerties. This difference is
partly due to the impact of the Storage USA'’s relemanagement team, which is now part of the Cognpahe Company believes that the
disciplined, systematic and proactive approached by the revenue management team will have aiywsifect on the Company’s legacy
facilities.

As the Company continues to grow, media opportesitnat only a few companies currently possedseimntdustry will become available
to the Company. Currently, marketing programs Haaen targeted on a local level. The Company seelisth continue to stretch its market
dollar further and investigate other marketing cteds to better communicate its services to prosgectistomers and increase in-store traffic
and sales.

EXPENSE OUTLOOK

Increased advertising, repairs and maintenanceanperty taxes were the primary cause of the Copipancrease in expenses in the
three months ended September 30, 2005 comparatbtaypar. Though advertising increased signiftbaim the quarter, it is essentially flat
for the year. Property taxes were up due to thesessment of several properties that the Compengdyuired in recent years. The Company
hopes to be able to decrease certain controllatpereses through the remainder of 2005 in an attéoripting overall repairs and maintenance
expenses in line with budget for the current year.

LIQUIDITY AND CAPITAL RESOURCES

As of September 30, 2005, the Company had appraglyn$7,093 available in cash and cash equivaldiits.Company will be required
distribute at least 90% of its net taxable income|uding net capital gains, to its stockholdersanrannual basis to maintain its qualification as
a REIT. Itis unlikely that the Company will haveyasubstantial cash balances that could be userbéd its liquidity needs. Instead, these
needs must be met from cash generated from opesadiod external sources of capital.

The Company, as guarantor, and its Operating Pahipehave entered into a $100.0 million revolviing of credit (“Credit Facility”),
which includes a $10.0 million swingline sub fatiliThe Credit Facility is collateralized by setbsage properties. The Operating Partnership
intends to use the proceeds of the Credit Fadditygeneral corporate purposes and acquisition@fAs
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September 30, 2005, the Credit Facility has appmasely $74.7 million of capacity based on the aseellateralizing the Credit Facility. The
outstanding principal balance of the Credit Faciit September 30, 2005 was $42.0 million and & September 2007.

As of September 30, 2005, the Company had appraglyn$1.1 billion of debt, resulting in a debt tual capitalization ratio of
approximately 62.2%. As of September 30, 2005ratie of total fixed rate debt and other instrunsetiattotal debt is approximately 78.3%.
The weighted average interest rate of the totfiketl and variable rate debt at September 30, 20@pproximately 5.4%.

The Company expects to fund its short-term liqyidéiquirements, including operating expenses, re@icapital expenditures, dividends
to stockholders, distributions to holders of OPtaiand interest on its outstanding indebtednessfdtg operating cash flow, cash on hand and
borrowings under the Credit Facility.

LongTerm Liquidity Needs

The Company’s longerm liquidity needs consist primarily of distriliurts to stockholders, new facility development,gendy acquisitions
principal payments under the Company’s borrowings @on-recurring capital expenditures. The Compogs not expect that its operating
cash flow will be sufficient to fund its long-teriquidity needs and instead expects to fund sudgdseut of additional borrowings, joint
ventures with third parties, and from the proceadsublic and private offerings of equity and delite Company may also use OP Units as
currency to fund acquisitions from self-storage ergnwho desire tax-deferral in their exiting trasigms.

FINANCING STRATEGY

The Company will continue to employ leverage incipital structure in amounts determined from ttsméme by its board of directors.
Although its board of directors has not adopteal&cp, which limits the total amount of indebtedaekat the Company may incur, it will
consider a number of factors in evaluating the Camyfs level of indebtedness from time to time, &l ws the amount of such indebtedness

that will be either fixed or variable rate. In madgfifinancing decisions, the Company’s board ofades will consider factors including but not
limited to:

* the interest rate of the proposed financing;

* the extent to which the financing impacts flexiyilin managing its properties;
* prepayment penalties and restrictions on refinagcin

* the purchase price of properties acquired with iebncing;

* long-term objectives with respect to the financing;

* target investment returns;

* the ability of particular properties, and the Compas a whole, to generate cash flow
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sufficient to cover expected debt service payments;

overall level of consolidated indebtedness;

* timing of debt and lease maturities;

*  provisions that require recourse and cross-coléitgtion;

*  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.

The Company’s indebtedness may be recourse, naomsE or cross-collateralized. If the indebtedies®n-recourse, the collateral will
be limited to the particular properties to whick thdebtedness relates. In addition, the Comparnyinvast in properties subject to existing
loans collateralized by mortgages or similar lienghe Company’s properties, or may refinance pteggeacquired on a leveraged basis. The
Company may use the proceeds from any borrowingsfittance existing indebtedness, to refinancestments, including the redevelopment
of existing properties, for general working capdako purchase additional interests in partnesshipjoint ventures or for other purposes when
the Company believes it is advisable.

OFF-BALANCE SHEET ARRANGEMENTS

Except as disclosed in the notes to the Compaimeasial statements, the Company does not curréiathg 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 féatiing off-balance sheet arrangements or other contractualipw or limited purposes. Furth
except as disclosed in the notes to the Compamasdial statements, the Company has not guaraamedbligations of unconsolidated
entities nor does it have any commitments or inteqrovide funding to any such entities. Accordynghe Company is not materially exposed
to any financing, liquidity, market or credit rihat could arise if it had engaged in these rehstiips.

CONTRACTUAL OBLIGATIONS

The following table summarizes the Company’s carttral obligations as of September 30, 2005:

Payments due by Period at September 30, 2005

Less Than After
Total 1 Year 1-3 Years 4-5 Years 5 Years
Operating lease $ 42,060 $ 1912 $ 7451 % 6,42t $ 26,27
Mortgage debt and line of cre:
Interest 275,36! 13,38( 98,61: 82,58¢ 80,78’
Principal 1,053,80. 86,63: 104,85¢ 321,42° 540,88t
Total contractual obligatior $ 1,371,231 % 101,92¢ $ 210,92¢ $ 410,43t $ 647,94
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SEASONALITY

The self-storage business is subject to seasardbéitions. A greater portion of revenues and fwefie realized from May through
September. Historically, the Company’s highestllef@ccupancy has been as of the end of July,enitsllowest level of occupancy has been
in late February and early March. Results for angrter may not be indicative of the results thay e achieved for the full fiscal year.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

We are exposed to market risk primarily due totflations in interest rates. We utilize both fixadle and variable-rate debt to offset these
fluctuations. For fixed-rate debt, changes in ies¢rates generally affect the fair market valughefdebt instrument, but not earnings or cash
flow. Conversely, for variable-rate debt, changesiterest rates generally do not impact the ffi@@rket value of the debt instrument, but do
affect earnings and cash flow. We do not haveotiligation to prepay fixed-rate debt prior to mi#tturand, as a result, interest rate risk and
changes in fair market value should not have aifsignt impact on our fixed-rate debt until we aeguired or elect to refinance it.

The table below sets forth, at September 30, 20056¢ebt obligations, principal cash flows by salled maturity, weighted-average
interest rates, fair value of interest rate swag estimated fair value (amounts in thousands):

Fixed-Rate Debt Variable-Rate Debt
Fiscal Year of Expected Maturi
2005 $ 1,63¢ 6.25% $ 84,99 7.54%
2006 — — 19,98: 5.85%
2007 4,09: 6.8E% 80,78¢ 1.05%
2008 — — 292 —
2009 284,13t 4.7C% 37,00( 12.7¢%
Thereaftel 540,88! 5.54% —
Total $ 830,75: 5.2¢% $ 223,05: 5.85%
Fair value at September 30, 2( $ 834,35! $ 223,05:

Based upon the amount of variable rate debt outstgrat September 30, 2005, holding the varialile dabt balance constant, each one
percentage point increase in interest rates wadicase our interest cost by approximately $2.8aniannually.

ITEM 4. CONTROL AND PROCEDURES

The Company’s Chief Executive Officer and Chiefdfinial Officer have evaluated the effectiveneshefdesign and operation of our
disclosure controls and procedures (as defineduledRl3a-15(e) and 15d-15(e) under the SecuritidsExchange Act of 1934, as amended) as
of the end of the period covered by this reporas@&l upon that evaluation, our Chief Executivedeffand Chief Financial Officer conclude
that, as of the end of the period covered by tgi®rt, our disclosure controls and procedures wHeetive in ensuring that information
required to be disclosed by us in our SecuritieshBrge Act reports is recorded, processed, sumaahaizd reported within the time periods
specified in the Securities and Exchange Commissimhes and forms, and that such information isuaculated and communicated to our
management, including our Chief Executive Officed &hief Financial Officer, as appropriate, to ailiimely decisions regarding required
disclosure.
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PART II. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
We are involved in various litigation and proceegirin the ordinary course of business. We are patrgy to any material litigation or
legal proceedings, or to the best of our knowledge,threatened litigation or legal proceedingsicivhin the opinion or management
individually or in the aggregate, will have a mékadverse effect on our financial condition csukés of operations.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
ITEM 5. OTHER INFORMATION
None.
ITEM 6. EXHIBITS
Exhibits
31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
31.2 Certification of Chief Financial Officer pursuamt $ection 302 of the Sarba-Oxley Act of 2002

32 Certifications of the Chief Executive Officer anti€f Financial Officerpursuant to 18 U.S.C. Sectl®%0, as adopted pursui
to Section 906 of the Sarba-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, as amended, the Registrant Hgsdused this report to be signed on
its behalf by the undersigned thereunto duly ailedt

EXTRA SPACE STORAGE INC
Registrant

Date: November 14, 20( /s/ Kenneth M. Woolle
Kenneth M. Woolley
Chairman and Chief Executive Offic

Date: November 14, 2005 /s/ Kent W. Christense
Kent W. Christense
Senior Vice President and Chief Financial
Officer
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EXHIBIT 31.1

CERTIFICATIONS

I, Kenneth M. Woolley, certify that:

1.

2.

| have reviewed this quarterly report on Form 18f@xtra Space Storage Inc.;

Based on my knowledge, this quarterly report dagscaontain any untrue statement of a material dacimit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect
to the period covered by this quarterly report;

Based on my knowledge, the financial statementsotimer financial information included in this qteaty report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report;

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&))%nd internal control over financial reportirag @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

€) Designed such disclosure controls and proceduresgused such disclosure controls and proceduiies tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this quarteriypogt is being prepared;

(b) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsigjdiarterly report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this
quarterly report based on such evaluation; and

(c) Disclosed in this quarterly report any change ergistrant’s internal control over financial repmy that occurred during
the registrant’s most recent fiscal quarter (tlggsteant’s fourth fiscal quarter in the case ofammual report) that has
materially affected, or is reasonably likely to evally affect, the registrant’s internal contreles financial reporting; and

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatigrterhal control over financial
reporting, to the registrant’s auditors and theitee@mmittee of registrant’s board of directors persons performing the equivalent
functions):

€) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial
information; and




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

Date: November 14, 20( By: /s/ Kenneth M. Woolle
Name: Kenneth M. Woolle
Title: Chief Executive Office




EXHIBIT 31.2

CERTIFICATIONS

I, Kent Christensen, certify that:

1.

2.

| have reviewed this quarterly report on Form 18f@xtra Space Storage Inc.;

Based on my knowledge, this quarterly report dagscaontain any untrue statement of a material dacimit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect
to the period covered by this quarterly report;

Based on my knowledge, the financial statementsotimer financial information included in this qteaty report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report;

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&))%nd internal control over financial reportirag @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

€) Designed such disclosure controls and proceduresgused such disclosure controls and proceduiies tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this quarteriypogt is being prepared;

(b) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsigjdiarterly report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this
quarterly report based on such evaluation; and

(c) Disclosed in this quarterly report any change ergistrant’s internal control over financial repmy that occurred during
the registrant’s most recent fiscal quarter (tlggsteant’s fourth fiscal quarter in the case ofammual report) that has
materially affected, or is reasonably likely to evally affect, the registrant’s internal contreles financial reporting; and

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatigrterhal control over financial
reporting, to the registrant’s auditors and theitee@mmittee of registrant’s board of directors persons performing the equivalent
functions):

€) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial
information; and




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

Date: November 14, 20( By: /s/ Kent Christense
Name: Kent Christense
Title: Chief Financial Office




EXHIBIT 32

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 Ac of 2002

The undersigned, the Chief Executive Officer ofrBx3pace Storage Inc. (the “Company”), herebyfeeston the date hereof,
pursuant to 18 U.S.C. 1350(a), as adopted pursad@ection 906 of The Sarbanes-Oxley Act of 2008t the Quarterly Report on Form 10-Q
for the quarter ended September 30, 2005 (the “Hd+®"), filed concurrently herewith by the Compafylly complies with the requirements
of Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934, as amended, and that the informatiwriained in the Form 10-Q fairly
presents, in all material respects, the finanaaldition and results of operations of the Company.

By: /s/ Kenneth M. Woolle
Name: Kenneth M. Woolle
Title: Chief Executive Office

The undersigned, the Chief Financial Officer offBX$pace Storage Inc. (the “Companyigreby certifies on the date hereof, purs
to 18 U.S.C. 1350(a), as adopted pursuant to $e806 of The Sarbanes-Oxley Act of 2002, that thar@rly Report on Form 10-Q for the
guarter ended September 30, 2005 (the “Form 104&Y concurrently herewith by the Company, futlymplies with the requirements of
Section 13(a) or 15(d) of the Securities ExchangeoA 1934, as amended, and that the informatiotiadoed in the Form 10-Q fairly presents,
in all material respects, the financial conditioraesults of operations of the Company.

By: /s/ Kent Christense
Name: Kent Christense
Title: Chief Financial Office




