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STATEMENT ON FORWARD-LOOKING INFORMATION

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

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

All forward-looking statements, including withourniitation, management’s examination of historiga¢mating trends and estimate of future
earnings, are based upon our current expectatimhgaxrious assumptions. Our expectations, beliedispaojections are expressed in good
faith and we believe there is a reasonable basihém, but there can be no assurance that manageregpectations, beliefs and projections
will result or be achieved. All forward-looking st¢ments apply only as of the date made. We undertakobligation to publicly update or
revise forward-looking statements which may be ntadeflect events or circumstances after the detde or to reflect the occurrence of
unanticipated events.

There are a number of risks and uncertaintiesatiald cause our actual results to differ materithyn the forward-looking statements
contained in or contemplated by this report. Anymard-looking statements should be consideredjint lof the risks referenced in “Part I1.
Item 1A. Risk Factors” below and in “Part I. IterA.IRisk Factors” included in our most recent AnnRalport on Form 10-K. Such factors
include, but are not limited to:

» changes in general economic conditions and in thekets in which we operate;

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

»  potential liability for uninsured losses and enwmimental contamination;

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

» the impact of the regulatory environment as welhational, state, and local laws and regulatiookiging, without limitation, those
governing real estate investment trusts, whicha¢ctdrease our expenses and reduce our cash dgdaldlistribution;

» difficulties in raising capital at reasonable rat@kich could impede our ability to grow;
» delays in the development and construction proeesich could adversely affect our profitability;dan

. economic uncertainty due to the impact of wraterrorism, which could adversely affect ourihass plan.




PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
Extra Space Storage Inc.

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

June 30, 200 December 31, 200!
(unaudited)
Assets:
Real estate asse
Net operating real estate ass $ 1,641,12( $ 1,382,05!
Real estate under development 35,90¢ 35,33¢
Net real estate assets 1,677,02¢ 1,417,39:
Investments in real estate ventu 91,30 88,11¢
Cash and cash equivalel 45,79( 70,801
Shor-term investment 90,331 —
Restricted cas 35,52¢ 44,282
Receivables from related parties and affiliated estate joint venture 8,321 15,88(
Other assets, net 35,64( 33,35¢
Total assets $ 1,983,93¢ $ 1,669,82!
Liabilities, Minority Interests, and Stockholders’ Equity:
Notes payabli $ 875,73 $ 828,58¢
Notes payable to trus 119,59( 119,59(
Exchangeable senior not 250,00( —
Line of credit — —
Derivative instrument associated with Preferred @eg Partnership units (Note 1 15,26¢ —
Accounts payable and accrued expet 25,36: 25,70¢
Other liabilities 22,96( 17,234
Total liabilities 1,308,91: 991,117

Commitments and contingenci

Preferred Operating Partnership units, net of ¥1@Mnote receivable (Note 1 6,465 —
Minority interest in Operating Partnerst 37,02( 34,841
Other minority interest 277 317

Stockholder' equity:
Preferred stock , $0.01 par value, 50,000,000 steuthorized, no shares issued or outstar — —
Common Stock, $0.01 par value, 200,000,000 shatbeazed, 64,833,425 and 64,167,098

shares issued and outstanding at June 30, 200Deraber 31, 2006, respectiv: 649 642
Paic-in capital 824,08¢ 822,18!
Accumulated deficit (193,479) (179,26¢)

Total stockholders’ equity 631,26¢ 643,55¢

Total liabilities, Preferred Operating Partnersiipnority interests, and stockholders’ equity  $ 1,983,93¢ $ 1,669,82!

See accompanying notes to unaudited condensedlitiated financial statements.




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

(unaudited)
Three months ended June 3(C Six months ended June 3(C
2007 2006 2007 2006

Revenues:

Property renta $ 48,392 $ 42,02C $ 94,62: $ 81,19t

Management and franchise fe 5,143 5,181 10,351 10,34(

Tenant insuranc 2,68¢ 971 4,831 1,892

Development fee 182 175 237 225

Other income 145 184 284 249

Total revenues 56,55( 48,531 110,32¢ 93,901

Expenses:

Property operation 17,352 15,24¢ 34,24¢ 29,99(

Tenant insuranc 1,217 589 2,19C 1,222

Unrecovered development and acquisition ¢ 159 24 409 342

General and administratiy 8,96¢ 8,747 18,20¢ 17,99z

Depreciation and amortization 9,128 9,057 17,91¢ 18,33:

Total expenses 36,81¢ 33,665 72,974 67,87¢

Income before interest, minority interests and ggui earnings of real

estate venture 19,731 14,86¢ 37,352 26,02z
Interest expens (15,437) (12,789 (28,839) (24,769
Interest incom 3,66¢ 148 5,11€ 630
Minority interest- Operating Partnersh (515) (225) (899) (279)
Minority interests- other 56 — 40 —
Equity in earnings of real estate ventures 1,192 1,087 2,38¢ 2,22€
Net income $ 8,695 $ 3,092 $ 15,165 $ 3,83C
Net income per common she

Basic $ 0.13 $ 0.06 $ 0.24 $ 0.07

Diluted $ 0.13 $ 0.06 $ 0.23 $ 0.07
Weighted average number of shs

Basic 64,439,13i 51,625,13! 64,356,82° 51,606,61!

Diluted 69,248,84! 55,991,08! 69,214,31: 55,983,08!
Cash dividends paid per common shar $ 023 $ 023 $ 0.46 $ 0.46

See accompanying notes to unaudited condensedlitated financial statements.




Extra Space Storage Inc.
Condensed Consolidated Statement of Stockholdersomity
(in thousands, except share data)

(unaudited)
Common Stock Paid-in Accumulated Total Stockholder¢
Shares Par Value Capital Deficit Equity

Balances at December 31, 2006 64,167,09! $ 642 $ 822,181 $ (179,269 $ 643,55
Issuance of common stock upon the

exercise of option 76,04¢ 1 1,032 — 1,03z
Restricted stock grants issu 90,52¢ 1 — — 1
Restricted stock grants cancel (600) — — — —
Conversion of Contingent Conversion

Shares to common sto 500,35( 5 — — 5
Compensation expense related to stocl

based award — — 875 — 875
Net income — — — 15,16¢ 15,16¢
Dividends paid on common stock at

$0.455 per shar — — — (29,36¢) (29,36¢)
Balances at June 30, 2007 64,833,42' $ 649 $ 824,08t $ (193,47) $ 631,26¢

See accompanying notes to unaudited condensedlitiated financial statements.




Extra Space Storage Inc.
Condensed Consolidated Statements of Cash Flows
(in thousands)
(unaudited)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation and amortizatic
Amortization of deferred financing cos
Stock compensation exper
Income allocated to minority interes
Distributions from operations of real estate veesun excess of earnin
Changes in operating assets and liabilit
Receivables from related parti
Other asset
Accounts payable and accrued expet
Other liabilities
Net cash provided by operating activities

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
Net purchases of sh-term investment
Change in restricted ca
Principal payments received on notes receiv
Purchase of equipment and fixtures
Net cash used in investing activities

Cash flows from financing activities:
Proceeds from exchangeable senior n
Proceeds from notes payable, notes payable te tanst line of cred
Principal payments on notes payable and line afit
Deferred financing cos
Loan to Preferred Operating Partnership unit hc
Redemption of Operating Partnership units held byonity interest
Net proceeds from exercise of stock opti
Dividends paid on common sto
Distributions to Operating Partnership units hejchtinority interest
Net cash provided by financing activities
Net decrease in cash and cash equiva
Cash and cash equivalents, beginning of the period
Cash and cash equivalents, end of the period

Six months ended June 3(

2007 2006
$ 15168 $ 3,83C
17,91¢ 18,337
1,56C 1,54€
875 1,01€
859 279
2,332 2,28C
7,55¢ 11,89C
3,352 5,34¢
(341) (8,775)
2,624 516
51,90¢ 36,267
(98,148 (87,96
(19,38)  (15,11f)
— 728
(6,022) (4,83E)
(90,331) —
8,754 (11)
— 118
(501) (768)
(205,629 _ (107,85()
250,00( —
46,147 97,60:
(30,137  (24,59¢)
(6,40%) (647)
(100,000) —
(775) —
1,032 127
(29,368  (23,56])
(1,779 (1,740C)
128,71¢ 47 18
(25,011 (24,409
70,801 28,65¢
$ 4579C $  4,25C




Supplemental schedule of cash flow information
Interest paid, net of amounts capitali

Supplemental schedule of noncash investing and finaing activities:
Acquisitions:

Real estate asse

Notes payabli

Notes receivabl

Preferred Operating Partnership ui

Investment in real estate ventu

Minority interest in Operating Partnerst

Six months ended June 3(

2007 2006

$ 24931 $  22,90C

$ 157,07¢ $ 21,00¢

(31,010) (7,926)
— (10,29%)
(121,739 —
(502) (2,785)
(3,839 —

See accompanying notes to unaudited condensedlitaied financial statements.




Extra Space Storage Inc.
Notes to Condensed Consolidated Financial Statemenfunaudited)
Amounts in thousands, except share data

1. ORGANIZATION

Extra Space Storage Inc. (the “Company”) is a fullggrated, self-administered and self-manageldastate investment trust (“REIT"),
formed as a Maryland corporation on April 30, 2004wn, operate, manage, acquire and develogssaifge facilities located throughout
United States. The Company continues the busirfdssta Space Storage LLC and its subsidiariescivhiad engaged in the self-storage
business since 1977. The Company'’s interest prdperties is held through its operating partngrsBiktra Space Storage LP (the “Operating
Partnership”), which was formed on May 5, 2004. Twnpany’s primary assets are general partnerianitgdl partner interests in the
Operating Partnership. This structure is commoefgmed to as an umbrella partnership REIT, or URREhe Company has elected to be
taxed as a REIT under the Internal Revenue Cod®®&6, as amended. To the extent the Company castitauqualify as a REIT, it will not

be subject to tax, with certain limited exceptioms the taxable income that is distributed totitekholders.

The Company invests in self-storage facilities bguaring or developing wholly-owned facilities adilities held through joint ventures with
third parties. At June 30, 2007, the Company haectliand indirect equity interests in 585 storaggilities located in 33 states and
Washington, D.C.

The Company operates in two distinct segmentprdperty management, acquisition and developmeuat(2) rental operations. The
Company’s property management, acquisition andldpweent activities include managing, acquiring, @leping and selling self-storage
facilities. The rental operations activities inatuakntal operations of self-storage facilities. ditggle tenant accounts for more than 5% of
rental income.

2. BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetadcial statements of the Company have been prdparaccordance with U.S.
generally accepted accounting principles (“GAARS) interim financial information and in accordaneigh the instructions to Form 1Q-and
Article 10 of Regulation S-X. Accordingly, they dot include all of the information and footnotequied by GAAP for complete financial
statements. In the opinion of management, all adljeists (consisting of normal recurring accrualsjsidered necessary for a fair presente
have been included. Operating results for the thneksix months ended June 30, 2007 are not neitgssdicative of results that may be
expected for the year ending December 31, 2007 Cidmelensed Consolidated Balance Sheet as of Dec&hp2006 has been derived from
the Company’s audited financial statements asaifdhte, but does not include all of the informatmd footnotes required by GAAP for
complete financial statements. For further infolioratrefer to the consolidated financial statemamis footnotes thereto included in the
Company’s Annual Report on Form 10-K for the yazdlesl December 31, 2006 as filed with the SecurdiresExchange Commission
(“SEC").

Certain amounts in the 2006 financial statementisspporting note disclosures have been reclaggsieonform to the current year
presentation. Such reclassification did not impaetiously reported net income or accumulatedcdefi

Recently Issued Accounting Standards

Emerging Issues Task Force (“EITF”) Topic D-10Betermining the Nature of a Host Contract Relateca Hybrid Financial Instrument
Issued in the Form of a Share under FASB Statehent 3 (“Topic D-109"), discussed at the March 15, 200TIEmeeting, is effective at
the beginning of the first fiscal quarter beginnafter June 15, 2007 (even if that period is othan the first fiscal quarter of the registrant’s
fiscal year). Topic D-109 provides the SEC staffsw as to how one must evaluate whether a prefesteck “host” contract is a debt host or
an equity host. It states that the determinatiothefature of the host contract for a hybrid ficiahinstrument (that is, whether the nature of
the host contract is more akin to debt or to equityued in the form of a share should be basel@msideration of economic characteristics
and risks. The SEC staff believes that the conatiter of the economic characteristics and riskéhefhost contract should be based on all the
stated and implied substantive terms and featurgreedhybrid financial instrument. This may repnesa change from the way these
instruments were analyzed in the past.

The Company has elected to early adopt Topic Dviidigh specifically relates to the AAAAA Rent-A-Sgaacquisition that was completed
during the quarter ended June 30, 2007. See Note 1




3. NET INCOME PER SHARE

Basic earnings per common share is computed bygidiyinet income by the weighted average commorestautstanding, less non-vested
restricted stock. Diluted earnings per common sherasures the performance of the Company oveefiwrting period while giving effect to
all potential common shares that were dilutive antstanding during the period. The denominatonides the number of additional common
shares that would have been outstanding if thenfiateeommon shares that were dilutive had beareidsand is calculated using either the
treasury stock or if converted method. Potentiahicmn shares are securities (such as options, way@nvertible debt, Contingent
Conversion Shares (“CCS”), Contingent ConversioitdJiCCU"), exchangeable preferred Operating Renghip units and convertible
Operating Partnership units) that do not have eeatiright to participate in earnings but couldsdan the future by virtue of their option or
conversion right. In computing the dilutive effedtconvertible securities, net income or loss isisteéd to add back any changes in earnin
the period associated with the convertible secufibe numerator also is adjusted for the effecnyfother non-discretionary changes in
income or loss that would result from the assunmdersion of those potential common shares. In edimg diluted earnings per share, only
potential common shares that are dilutive, thoaeréduce earnings per share, are included.

The Company has $250.0 million of exchangeableoserites issued and outstanding that also can f@tgmave a dilutive effect on its
earnings per share calculations. The exchangeablersotes are exchangeable by holders into slodtee Company’s common stock under
certain circumstances per the terms of the indergoverning the exchangeable senior notes. Theaegelable senior notes are not
exchangeable unless the price of the Company’s aamrstock is greater than or equal to 130% of th@iegble exchange price for a
specified period during a quarter, or unless cemdtier events occur. The exchange price was $2®¢d8hare at June 30, 2007, and could
change over time as described in the indenture price of the Company’s common stock did not excE®@ls of the exchange price for the
specified period of time during the second quasfe?007, therefore holders of the exchangeableosemites may not elect to convert them
during the third quarter of 2007.

The Company has irrevocably agreed to pay only f@sthe accreted principal amount of the exchahlgesenior notes relative to its
exchange obligations, but has retained the rigbatisfy the exchange obligations in excess oatweeted principal amount in cash and/or
common stock. Though the Company has retainedititat FAS 128, Earnings Per Share, requires amnaston that shares will be used to
pay the exchange obligations in excess of the satmincipal amount, and requires that those shagencluded in the Company’s
calculation of weighted average common sharesandstg for diluted earnings per share computafitmshares were included in the
computation at June 30, 2007 because there wascessover the accreted principal for the period.

For the purposes of computing the diluted impactamings per share of the potential conversidBesfes A Participating Redeemable
Preferred Operating Partnership units into comniares, where the Company has the option to redeeash or shares as discussed in Note
14 and where the Company has stated the positi#etiand ability to settle at least $115 milliontloé instrument in cash (or net settle a
portion of the preferred Operating Partnershipsuagainst the related outstanding note receivatdy,the amount of the instrument in
excess of $115 million is considered in the calioitaof shares contingently issuable for the puesasf computing diluted earnings per share
as allowed by paragraph 29 of FAS 128. As of BRihe2007 only nine of the ten properties had closksisuch, $106,465 (the pro rata
portion of the $115 million referenced above) wasleded from the calculation.

For the three months ended June 30, 2007 and 2p€@6ns to purchase approximately 325,934 and 13B@Bshares of common stock, and

for the six months ended June 30, 2007 and 20Q@nspto purchase approximately 204,315 and 1,78shares of common stock,
respectively, were excluded from the computatioearhings per share as their effect would have bagrdilutive.
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The computation of net income per share is asvaio

Net income

Add:

Income allocated to minority interest - OperatiragtRership
Net income for diluted computatio

Weighted average common shares oustant
Average number of common shares outstan- basic
Operating Partnership uni
Preferred Operating Partnership ui

Dilutive stock options, restricted stock and CCSICédnversions
Average number of common shares outstanding -edilut

Net income per common she
Basic

Diluted
4. REAL ESTATE ASSETS

The components of real estate assets are summasZetiows:

Land

Buildings and improvemen
Intangible asset- tenant relationshig
Intangible lease rights

Less: accumulated depreciation and amortization
Net operating real estate assets

Real estate under development
Net real estate assets

11

Three months endec

Six months endec

June 30, June 30,
2007 2006 2007 2006
$ 8,69t % 3,09z % 15,165 $ 3,83C
515 225 899 279
$ 9,21C $ 3,317 $ 16,062 $ 4,10¢
64,439,13t 51,625,13! 64,356,82° 51,606,61!
4,012,37¢ 3,825,78 4,012,37¢ 3,825,78
49,94¢ — 25,11¢ —
747,37¢ 540,16¢ 819,99t 550,68!
69,248,84! 55,991,080 69,214,31. 55,983,08!
$ 0.13 $ 0.06 $ 0.24 $ 0.07
$ 0.13 $ 0.06 $ 0.23 $ 0.07
June 30, 200: December 31, 200
$ 419,03¢ $ 361,56¢
1,296,81: 1,085,26¢
29,937 25,43¢
5,90C 3,40C
1,751,68t¢ 1,475,67¢
(110,56¢) (93,619
1,641,12( 1,382,05!
35,90¢ 35,33¢
$ 1,677,002t $ 1,417,39:




5. PROPERTY ACQUISITIONS

The following table shows the Company’s acquisitiddmperating properties for the six months endete 30, 2007 and does not include
purchases of raw land or improvements made toiegisissets:

Net

Liabilities / Number of
Number of Date of Total Loan (Assets) Value of OP OP Units
Property Location(s) Properties Acquisition Consideration Cash Paid Assumed Assumed Units Issued Issued Source of Acquisition Notes
California 1 6/26/2007 $ 11,21€ $ 196 $ 2,822 $ 1 % 8,197 61,39¢ Unrelated third party 1)
California (6) & Hawaii (2) 8 6/25/2007 126,62 11,154 — 1,933 113,53€ 847,671 Unrelated third part (1)
Georgia 3 6/14/2007 13,692 13,594 — 99 — — Unrelated franchise
California 1 6/14/2007 18,702 867 14,062 (60) 3,834 218,69: Unrelated third party )
Maryland 1 6/6/2007 14,942 8,128 6,834 (20) — — Unrelated third part
California 1 6/1/2007 4,020 4,036 — (16) — — Unrelated third part'
Florida 1 5/31/2007 8,975 8,882 — 93 — — Unrelated third party
California 1 5/24/2007 5,585 5,575 — 10 — — Unrelated third part
Maryland 1 4/17/2007% 12,67C 5,428 7,292 (50) — — Unrelated third part'
Florida 1 3/27/2007 6,320 6,257 — 63 — — Unrelated franchisee
Maryland 1 1/11/2007% 14,334 14,34¢ — (14) — — Unrelated franchise
Tennesse 1 1/5/2007 3,684 3,672 — 12 — — Unrelated franchise
Arizona 1 1/2/2007 4,361 4,527 — (166) — — Related joint ventur
Total 22 $ 245,12¢ $ 86,664 $ 31,01C $ 1885 $ 125,567 1,127,76¢
Notes:
(1) - Preferred Operating Partnership Units
(2) - Common Operating Partnership Units
6. INVESTMENTS IN REAL ESTATE VENTURES
Investments in real estate ventures consistededfioffowing:
Excess Profit Equity Investment balance af

Participation % Ownership % June 30, 2007 December 31, 2001
Extra Space West One LL“ESW”") 40% 5% $ 1,74z $ 1,91¢
Extra Space Northern Properties Six, LI“ESNP<") 35% 10% 1,684 1,757
PRISA Self Storage LLC*PRISA") 17% 2% 13,30: 13,39
PRISA Il Self Storage LLC*PRISA II") 17% 2% 10,83¢ 10,821
PRISA Il Self Storage LLC*PRISA III") 20% 5% 4,512 4,534
VRS Self Storage LLC*VRS") 20% 5% 4,584 4,547
WCOT Self Storage LLC*WCOT") 20% 5% 5,30¢€ 5,287
Storage Portfolio I, LLC“SP ") 40% 25% 18,74: 19,26(
Storage Portfolio Bravo II"SPB II") 45% 20% 14,95¢ 15,264
Other minority owned properties 10-50% 1C-50% 15,631 11,33¢

$ 91,30 $ 88,11¢

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

On March 1, 2007, the Company acquired a 39.5%edstén U-Storage de Mexico S.A., an existing Maricorporation (“U-Storage”),
which currently manages, develops, owns and opes&ié storage facilities in Mexico. Included ith@r Minority Owned Properties is
$5,086 relating to the Company’s investment in MexiKenneth T. Woolley, a former Senior Vice Pdesit of the Company and son of
Kenneth M. Woolley, the CEO of the Company, alsguared a 0.5% interest in U-Storage de Mexico S.A.
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The components of equity in earnings of real estatgures consist of the following:

Three months ended June 3( Six months ended June 3(
2007 2006 2007 2006

Equity in earnings of ES\ $ 348 % 341  $ 696 $ 681
Equity in earnings of ESNF 41 38 87 74
Equity in earnings of PRIS, 185 132 355 256
Equity in earnings of PRISA 147 115 277 221
Equity in earnings of PRISA | 71 30 134 53
Equity in earnings of VR: 62 41 123 75
Equity in earnings of WCO' 77 40 147 73
Equity in earnings of SP 248 301 453 601
Equity in earnings of SPB 181 242 371 473
Equity in earnings/(losses) of other minority

owned propertie (168) (193) (254) (281)

$ 1,192 $ 1,087 $ 2,38¢ $ 2,22¢

Equity in earnings of SP | and SPB Il includesdheortization of the Company’s excess purchase pfie@proximately $22 million of these
equity investments over its original basis. Theesschasis is amortized over 40 years.

7. SHORT-TERM INVESTMENTS

The Company accounts for its investments in debteayuity securities according to the provisionS$taftement of Financial Accounting
Standards (“SFAS”) No. 11%ccounting for Certain Investments in Debt and Bg8iecurities which requires securities classified as
“available-for-sale” to be stated at fair value jégtments to fair value of available-for-sale sé®s are recorded as a component of other
comprehensive income (loss). A decline in the mavklue of equity securities below cost, thatderded to be other than temporary, results
in a reduction in the carrying amount to fair valtghe impairment is charged to earnings and acest/basis for the security is established.
At June 30, 2007, the Company had $90,331 in hiiglyd auction rate securities (“ARS”), governmemtd corporate bonds and variable
rate demand notes classified as available-forssdarities. Although these ARS have long-term dtatmtractual maturities, they can be
presented for redemption at auction when ratesemet which is typically every 7, 28 or 35 daysieTCompany had no realized or unrealized
gains or losses related to these securities dtinmghree and six months ended June 30, 2007inddime related to these investments was
recorded as interest income. In accordance witlCtirapany’s investment policy, the Company only Bigén ARS with high credit quality
issuers and limits the amount of investment exmsu@any one issuer.
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8. NOTES PAYABLE

The components of notes payable are summarizeullaw$:

June 30, 200 December 31, 200!

Fixed Rate

Mortgage and construction loans with banks bearitegest at fixed rates between 4.65% and 8..
The loans are collateralized by mortgages on i&ate assets and the assignment of rents.
Principal and interest payments are made monthiy all outstanding principal and interest du¢
between March 1, 2008 and January 1, 2 $ 811,00¢ $ 743,51

Variable Rate

Mortgage and construction loans with banks bedtoaging interest rates (including loans subjec
interest rate swaps) based on LIBOR. Interest fzesd on LIBOR are between LIBOR plus
0.66% (5.98% and 6.01% at June 30, 2007 and Deae3ib2006, respectively) and LIBOR pl
2.00% (7.32% and 7.35% at June 30, 2007 and Deae3ib2006, respectively). The loans are
collateralized by mortgages on real estate assdtth@ assignment of rents. Principal and inte|
payments are made monthly with all outstandingqgipil and interest due between October 25
2007 and June 11, 20C 64,72 85,07¢

$ 875,73( $ 828,58¢

Real estate assets are pledged as collateraldorates payable. The Company is subject to cemtgimnictive covenants relating to the
outstanding notes payable. The Company was in danga with all covenants at June 30, 2007.

In October 2004, the Company entered into a reviatseest rate swap agreement (“Swap Agreementlp&s $61,770 of 4.30% fixed
interest rate secured notes due in September 20@er this Swap Agreement, the Company will recé@iterest at a fixed rate of 4.30% and
pay interest at a variable rate equal to LIBOR li65%. The Swap Agreement matures at the samethieneotes are due. This Swap
Agreement is a fair value hedge, as defined by SRASL33, and the fair value of the Swap Agreenergcorded as an asset or liability,
with an offsetting adjustment to the carrying vahii¢he related note payable. Monthly variableies¢ payments are recognized as an
increase or decrease in interest expense.

The estimated fair value of the Swap Agreementia¢ B0, 2007 and December 31, 2006 was reflectad ather liability of $1,800 and
$1,925, respectively. The Company recorded additimterest expense relating to the Swap Agreemied264 and $186 for the three
months ended June 30, 2007 and 2006, respectilrdigrest expense was increased by $525 and redyc®t48 for the six months ended
June 30, 2007 and 2006, respectively.

9. NOTES PAYABLE TO TRUSTS

During July 2005, ESS Statutory Trust Il (the “Stull”), a newly formed Delaware statutory trustdsa wholly-owned, unconsolidated
subsidiary of the Operating Partnership, issuedggregate of $40.0 million of preferred securitiggch mature on July 31, 2035. In additi
the Trust Il issued 1,238 of Trust common secesito the Operating Partnership for a purchase pfi&1.2 million. On July 27, 2005, the
proceeds from the sale of the preferred and cormrsaourities of $41.2 million were loaned in the fasfra note to the Operating Partnership
(“Note 3”). Note 3 has a fixed rate of 6.91% thrbulwly 31, 2010, and then will be payable at aaldei rate equal to the three-month LIBOR
plus 2.40% per annum. The interest on Note 3, dayglmrterly, will be used by the Trust Ill to pdiyidends on the trust preferred securit
The trust preferred securities may be redeemetidy tust with no prepayment premium after JulyZ0n,0.

During May 2005, ESS Statutory Trust Il (the “Trui§}, a newly formed Delaware statutory trust amaholly-owned, unconsolidated
subsidiary of the Operating Partnership, issuedggregate of $41.0 million of preferred securitiésch mature on June 30, 2035. In
addition, the Trust Il issued 1,269 of Trust comnsenurities to the Operating Partnership for alpase price of $1.3 million. On May 24,
2005, the proceeds from the sale of the prefemeldcammon securities of $42.3 million were loanethie form of a note to the Operating
Partnership (“Note 2"). Note 2 has a fixed rat& 7% through June 30, 2010, and then will be payatia variable rate equal to the three-
month LIBOR plus 2.40% per annum.
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The interest on Note 2, payable quarterly, willsed by the Trust Il to pay dividends on the tprsferred securities. The trust preferred
securities may be redeemed by the Trust with npgyment 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 issuedganegyate of $35.0 million of trust preferred setesi which mature on June 30, 2035. In
addition, the Trust issued 1,083 of trust commamusges to the Operating Partnership for a purehatce of $1.1 million. On April 8, 2005,
the proceeds from the sale of the trust prefernredcammon securities of $36.1 million were loanethie form of a note to the Operating
Partnership (the “Note”). The Note has a variabte equal to the three-month LIBOR plus 2.25% peuan. The interest on the Note,
payable quarterly, will be used by the Trust to gaydends on the trust preferred securities. Thsttpreferred securities may be redeeme
the Trust with no prepayment premium after June28ap.

The Company follows Financial Accounting Standd8dard (“FASB”) Intrepretation No. 46R, “Consolidai of Variable Interest
Entities” (“FIN 46R"), which addresses the consatidn of variable interest entities (“VIEs”). UndelN 46R, Trust, Trust Il and Trust IlI
are VIEs that are not consolidated because the @oynig not the primary beneficiary. A debt obligathas been recorded in the form of
notes as discussed above for the proceeds, wheobmaad to the Trust, Trust Il, and Trust Il by Bempany.

10. EXCHANGEABLE SENIOR NOTES

On March 27, 2007, our Operating Partnership is§2&0.0 million of its 3.625% Exchangeable Seniotes due April 1, 2027 (the

“Notes”). Costs incurred to issue the Notes wergagdmately $5.7 million. These costs are being dined as an adjustment to interest
expense over five years, which represents the attohterm of the Notes, and are included in otksets in the condensed consolidated
balance sheet as of June 30, 2007. The Notes negajeinsecured senior obligations of the Operaiagnership and are fully guaranteed by
the Company. Interest is payable on April 1 andobet 1 of each year beginning October 1, 2007 thilmaturity date of April 1, 2027. Tl
Notes bear interest at 3.625% per annum and coata@xchange settlement feature, which provideshieaNotes may, under cert:
circumstances, be exchangeable for cash (up tprtheipal amount of the Notes) and, with respeciry excess exchange value, for cash,
shares of our common stock or a combination of eashshares of our common stock at an initial emghaate of approximately 42.5822
shares per $1,000 principal amount of Notes abfi®n of the Operating Partnership.

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

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

The Company has considered whether the exchantignsent feature represents an embedded derivafthinwthe debt instrument under the
guidance of FAS 13Bccounting for Derivative Instruments and Hedgirgjivities, EITF 90-19Convertible Bonds with Issuer Option to
Settle for Cash Upon Conversipand EITF 01-6T'he Meaning of “Indexed to a Company’s Own Stdtidt would require bifurcation (i.e.,
separate accounting). The Company has conclu@dedhd exchange settlement feature has satisfeedxtmption in SFAS 133 because it is
indexed to the Company’s own stock and would otis¥we classified in stockholders equity, amongiotonsiderations. Accordingly, the
Notes are presented as a single debt instrumdeh(oéferred to a‘Instrument C” in EITF 90-19) in accordance with BR4 Accounting for
Convertible Debt and Debt Issued with Stock Pureh&&rrantsdue to the inseparability of the debt and the cmsive feature.

11. LINE OF CREDIT

The Company, as guarantor, and its Operating Raftipehave entered into a $100.0 million revolviimg of credit, which includes a $10.0
million swingline subfacility (the “Credit Facility.
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The Credit Facility has an interest rate of 175%pseints over LIBOR (7.07% and 7.10% at June 80,72and December 31, 2006,
respectively). The Operating Partnership intendssethe proceeds of the Credit Facility for gelhevgporate purposes. As of June 30, 2007,
the Credit Facility had approximately $81 milliohaapacity based on the assets collateralizingtieelit Facility. No amounts were
outstanding on the line of credit at June 30, 200December 31, 2006. The maturity date on thedingredit is September 2007. The Credit
Facility is collateralized by mortgages on certaal estate assets.

12. RELATED PARTY AND AFFILIATED REAL ESTATE JO INT VENTURE TRANSACTIONS
The Company provides management and developmentegfor certain joint ventures, franchise, tipatty and other related party
properties. Management agreements generally prderdmanagement fees of 6% of cash collected froopgrties for the management of

operations at the self-storage facilities. The Canypearns development fees of 4%-6% of budgetets cosdevelopmental projects.

Management fee revenue for related party anda#ii real estate joint ventures is summarized|bsvs:

Three months ended June 3(C Six months ended June 3(
Entity Type 2007 2006 2007 2006
ESW Affiliated real estate joint venturt $ 109 $ 103 $ 218 $ 204
ESNPS Affiliated real estate joint venturt 109 104 216 206
PRISA Affiliated real estate joint venturt 1,294 1,25¢ 2,595 2,491
PRISAII Affiliated real estate joint venturt 1,048 1,018 2,09C 2,018
PRISA I Affiliated real estate joint venturt 474 456 942 908
VRS Affiliated real estate joint venturt 283 280 568 553
WCOT Affiliated real estate joint venturt 387 364 768 723
SPI Affiliated real estate joint venturt 316 303 626 601
SPB I Affiliated real estate joint venturt 254 261 516 517
Extra Space Development
(“ESLC") Related part 188 110 355 206
Various Franchisees, third parties and ot 681 923 1,457 1,913
$ 51432 $ 5181 $ 10,351 $ 10,34C

Development fee revenue for related party andiaiffitl real estate joint ventures is summarizeadksifs:

Three months ended June 3( Six months ended June 3(
Type 2007 2006 2007 2006
Affiliated real estate joint venturt $ 182 $ 122 $ 237 $ 147
Related party — 53 — 78
$ 182 $ 175 $ 237 $ 225

Effective January 1, 2004, the Company enteredaricense agreement with Centershift, a relatety gaftware provider, to secure a
perpetual right for continued use of STORE (the sinagement software used at all sites operatdteb@ompany) in all aspects of the
Company'’s property acquisition, development, retigraent and operational activities. The Company entershift $266 and $190 for the
three months ended June 30, 2007 and 2006, resglgcand $455 and $368 for the six months endeé 30, 2007 and 2006, respectively,
relating to the purchase of software and to licaaggeements.

Related party and affiliated real estate joint uees balances are summarized as follows:

June 30, 200: December 31, 200

Receivables
Development fee $ 2,86 % 2,63¢
Other receivables from properties 5,452 13,24
$ 8,321 $ 15,88(

Other receivables from properties consist of amedae for management fees and expenses paid Bothpany on behalf of the managed
properties. The Company believes that all of theksted party and affiliated joint venture recéiles are fully collectible. The Company did
not have any payables to related parties at Jun2(®T or December 31, 2006.
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13. MINORITY INTEREST IN OPERATING PARTNERSHIP

The Company'’s interest in its properties is heldtigh the Operating Partnership. ESS Holding Bssiffeust |, a wholly owned subsidiary
of the Company, is the sole general partner ofxperating Partnership. The Company, through ES8ikigBusiness Trust I, a wholly
owned subsidiary of the Company, is also a limgadner of the Operating Partnership. Betweenategal partner and limited partner
interests, the Company held a 94.17% majority oshmprinterest therein as of June 30, 2007. The irengaownership interests in the
Operating Partnership of 5.83% are held by ceftaimer owners of assets acquired by the Operatantnership, which include a director ¢
officers of the Company.

The minority interest in the Operating Partnersieipresents Operating Partnership units that arewoéed by the Company. In conjunction
with the formation of the Company and as a resuubsequent acquisitions, certain persons antdemntiontributing interests in properties to
the Operating Partnership received limited partmpranits in the form of either Operating Partn@raimits or Contingent Conversion Units.
Limited partners who received Operating Partnerghigs in the formation transactions or in exchafageontributions for interests in
properties have the right to require the Operafiagnership to redeem part or all of their OpegaRartnership units for cash based upon the
fair market value of an equivalent number of shafdbe Company’s common stock at the time of #aemption. Alternatively, the
Company may, at its option, elect to acquire ti@perating Partnership units in exchange for shafrés common stock on a one-for-one
basis, subject to anti-dilution adjustments prodidethe Operating Partnership agreement.

As of June 30, 2007, the Operating Partnershipdh@®2,379 and 174,307 Operating Partnership undGCUs outstanding, respectively.

Unlike the Operating Partnership units, CCUs doaaoty any voting rights. Upon the achievementasfain performance thresholds relating
to 14 early-stage lease-up properties, all or #igroof the CCUs will be automatically convertedoitOperating Partnership units. Initially,
each CCU will be convertible on a one-for-one batis Operating Partnership units, subject to austy anti-dilution adjustments.
Beginning with the quarter ended March 31, 2006, emding with the quarter ending December 31, 20@8Company will calculate the net
operating income from the 14 wholly-owned earlygstéease-up properties over the 12-month periothgrid such quarter. Within 35 days
following the end of each quarter referred to ab@eene or all of the CCUs will be converted so thattotal percentage (not to exceed 1C
of CCUs issued in connection with the formatiom$actions that have been converted to Operatirtgétahip units will be equal to the
percentage determined by dividing the net operatiogme for such period in excess of $5.1 milligndd.6 million. If any CCU remains
unconverted through the calculation made in respiitte 12-month period ending December 31, 2008) ®utstanding CCUs will be
cancelled.

While any CCUs remain outstanding, a majority & @ompany’s independent directors must review apdove 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.

As of June 30, 2007, there were 25,739 CCUs coedeéa Operating Partnership units. Based on thferpeance of the properties as of June
30, 2007, an additional 20,198 CCUs became eligdsleonversion. The board of directors approvezidonversion of these CCUs on
August 1, 2007 as per the Company’s charter, amdiiits were issued on August 3, 2007.

14. PREFERRED OPERATING PARTNERSHIP UNITS

On June 15, 2007, the Operating Partnership eniet@é Contribution Agreement with various limitpdrtnerships affiliated with AAAAA
Rent-A-Space to acquire ten self-storage facilitiee “Properties”) in exchange for the issuanceneWly designated Series A Participating
Redeemable Preferred Units (“Preferred OP Unitsthe Operating Partnership. The self-storagdifies are located in California and
Hawaii.

On June 25 and 26, 2007, nine of the ten propestize contributed to the Operating Partnershipxehange for consideration totaling $13
million. Preferred OP units totaling 909,075, wétlvalue of $121.7 million, were issued along wite assumption of approximately $14.2
million of third-party debt, of which $11,381 waaig off at close. The final property was purchalsgdhe Company on August 1, 2007.

On June 25, 2007, the Company loaned the holddted?referred OP Units $100.0 million. The reckigdears interest at 4.85%, and is

September 1, 2017. The loan is secured by thewerts Preferred OP Units. In addition, any cosi@n of the Preferred OP Units prior to
the maturity date requires repayment of the loaof élse date of the Preferred OP Unit
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redemption. Preferred OP Units are shown on thenba sheet net of the $100.0 million loan underghidance in EITF No. 85-1,
Classifying Notes Receivable for Capit&lcause the borrower under the loan receivableastiae holder of the Preferred OP Units.

The Operating Partnership entered into a Second@iptkand Restated Agreement of Limited Partneish@"“Partnership Agreement”)
which provides for the designation and issuandb®Preferred OP Units. The Preferred OP Unitshaive priority over all other partnerst
interests of the Operating Partnership with respedistributions and liquidation.

Per the Partnership Agreement, Preferred OP Unifse amount of $115.0 million bear a fixed pripréturn of 5% and have a fixed
liguidation value of $115.0 million. The remainibglance will participate in distributions with ahdve a liquidation value equal to that of
common Operating Partnership units. Included endiine 30, 2007 financials statements was theapraamount of $106,464 related to the
$115.0 million due to the Company not closing aafihal property until August 1, 2007. The Preg¢erOP Units will be redeemable at the
option of the holder on or after September 1, 20@8ch redemption obligation may be satisfied h&t Companys option, in cash or shares
its common stock.

In accordance with SFAS 13%counting for Derivative Instruments and Hedgirgivities, SFAS 150Accounting for Certain Financial
Instruments with Characteristics of both Liabilgiand Equity,EITF 00-19Accounting for Derivative Financial Instruments &ned to, and
Potentially Settled in, a Compée’s Own Stock,EITF Topic D-109Determining the Nature of a Host Contract Related Hybrid Financial
Instrument Issued in the Form of a Share under FA&Bement No. 13and Accounting Series Release (“ASR”) No. 268esentation in
Financial Statements ‘Redeemable Preferred Stockihe Preferred OP Units were classified as a hyhgttument such that the value of
the units associated with the fixed return aresifiesl in mezzanine after total liabilities on thalance sheet and before stockholders’ equity.
The remaining balance that participates in distiims equal to that of common stock has been ifiedtas an embedded derivative and has
been classified as a liability on the balance shedtis marked to fair value on a quarterly basib any adjustment being recorded to the
income statement. As of June 30, 2007, the cayryatue of the obligation associated with the Rrefit OP Units approximated fair value.

The following table summarizes the components efttansaction:

$ 121,73 Total amount of Preferred OP Units issued at Jin2G07
(15,26€) Derivative instrument associated with the Prefe@&lUnits presented as a liabil
106,465 Value of Preferred OP units considered as mezzatjogy
(100,000) Less note receivable to Preferred OP unit hc

$ 6,465 Net value of Preferred OP units considered as nméze &quity
15. STOCKHOLDERS’ EQUITY

The Company'’s charter provides that it can issu®00,000,000 shares of common stock, $0.01 @aewper share, 4,100,000 Contingent
Conversion Shares, $.01 par value per share, af0®G000 shares of preferred stock, $0.01 par yadguehare. As of June 30, 2007,
64,833,425 shares of common stock were issued atsthading, 3,388,493 CCSs were issued and outsthadd no shares of preferred
stock were issued and outstanding. All stockholdéthe Company’s common stock are entitled toikecdividends and to one vote on all
matters submitted to a vote of stockholders.

Unlike the Company’s shares of common stock, CGSsal carry any voting rights. Upon the achievenwdrdertain performance thresholds
relating to 14 early-stage lease-up propertiesyradl portion of the CCSs will be automatically eeried into shares of the Company’s
common stock. Initially, each CCS will be convelgibn a one-for-one basis into shares of commarkstubject to customary anti-dilution
adjustments. Beginning with the quarter ended M&;2006, and ending with the quarter ending Déeer1, 2008, the Company will
calculate the net operating income from the 14 Wholvned early-stage lease-up properties over famtnth period ending in such quarter.
Within 35 days following the end of each quartdened to above, some or all of the CCSs will bevasted so that the total percentage (not
to exceed 100%) of CCSs issued in connection Wighfarmation transactions that have been convéostedmmon stock will be equal to the
percentage determined by dividing the net operatingme for such period in excess of $5.1 millign#d.6 million. If any CCS remains
unconverted through the calculation made in respiitte 12-month period ending December 31, 2008h utstanding CCSs will be
cancelled and restored to the status of authotimédnissued shares of common stock.

While any CCSs remain outstanding, a majority ef @ompany’s independent directors must review gpdove the net
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operating income calculation for each measuremeribg and also must approve any sales of any of4h&holly-owned early-stage leasp-
properties.

As of June 30, 2007, there were 500,350 CCSs ctetvés common stock. Based on the performanckeoptoperties as of June 30, 2007
additional 392,648 CCSs became eligible for conigarsThe board of directors approved the conversitthese CCSs on August 1, 2007 as
per the Company’s charter, and the shares weredssu August 3, 2007.

16. STOCK-BASED COMPENSATION
Options

The Company has the following two stock option plander which shares were available for grantia¢ B0, 2007: 1) the 2004 Long-Term
Incentive Compensation Plan, and 2) the 2004 Nopi&yee Directors’ Share Plan. Under the terms efglans, the exercise price of an
option is the fair value of the stock on the ddtgrant. Each option becomes exercisable aftepén®d or periods specified in the award
agreement, which generally do not exceed 10 yeans the date of grant. Options are exercisabl@et §mes and subject to such terms as
determined by the Compensation, Nominating and Garee Committee; options may not be exerciseddifi £xercise would cause a
violation of the ownership limit in the Companysaster. Unless otherwise determined by the CompiemsdNominating and Governance
Committee at the time of grant, stock options vattbly over a four-year period beginning on thiedd grant.

The following assumptions were used to estimatddinesalue of options granted during the six mengimded June 30, 2007 and 2006 using
the Black-Scholes option-pricing model:

Six Months Ended June 30

2007 2006
Expected volatility 23% 22%
Dividend yield 5.8% 6.4%
Risk-free interest rat 4.9% 4.7%
Average expected term (yea 5 5

The Black-Scholes model incorporates assumptionaltee stock—based awards. The risk-free rategedban the U.S. Treasury yield curve
in effect at the time of grant for the estimatdd 6f the option. The Company uses actual histbdata to calculate the expected price
volatility and average expected term. The forfeittate, which is estimated at a weighted averdd8.83% of unvested options outstanding
as of June 30, 2007, is adjusted periodically baseithe extent to which actual forfeitures differ,are expected to differ, from the previous
estimate.

The following table summarizes the Company’s atiéigiwith respect to its stock option plans:

Aggregate Intrinsic

Weighted Weighted Average  Value as of June 3C
Number of Average Exercise Remaining

Options Shares Price Contractual Life 2007
Outstanding at December 31, 2( 2,564,56. $ 13.92
Granted 321,00( 19.61
Exercisec (76,04¢) 13.65
Forfeited (104,25) 14.32
Outstanding at June 30, 2007 2,705,26: $ 14.57 785 $ 6,256,45¢
Vested and Expected to Ve 1,973,200 $ 14.34 777 % 4,837,55¢
Ending Exercisabl 836,397 $ 13.54 747 % 2,475,89¢

The aggregate intrinsic value in the table abopeasents the total value (the difference betweerCtbmpany’s closing stock price on the last
trading day of the second quarter of 2007 and Xleecise price, multiplied by the number of in-themay options) that would have been
received by the option holders had all option hadd=xercised their options on June 30, 2007. Theuatof aggregate intrinsic value will
change based on the fair market value of the Cogipatock.
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The Company recorded compensation expense relatiogtstanding options of $196 and $250 for theghmonths ended June 30, 2007 and
2006, respectively, and $419 and $450 for the sirtiis ended June 30, 2007 and 2006, respectifélg. Company received cash from the
exercise of options of $305 and $36 for the threatims ended June 30, 2007 and 2006, respectively$h 033 and $127 for the six months
ended June 30, 2007 and 2006, respectively. A¢ 3002007, there was $1,422 of total unrecognipeapensation expense related to non-
vested stock options under the Company’s 2004 Loerga Incentive Compensation Plan. That cost is ebegeto be recognized over a
weighted-average period of 2.01 years. The valnatiodel applied in this calculation utilizes sulijee assumptions that could potentially
change over time, including the expected forfeitate. Therefore, the amount of unrecognized cosgi@n expense at June 30, 2007, noted
above does not necessarily represent the expeatseithultimately be realized by the Company ir tBtatement of Operations.

Common Stock Granted to Employees

Common stock is granted to certain employees withmnetary consideration under the Company’s 2084gkTerm Incentive
Compensation Plan. At the date of grant, the restghas all rights of a stockholder including tight to vote and receive dividends subje«
restrictions on transfer and forfeiture provisionbe forfeiture and transfer restrictions on tharek lapse over a two to four year period
beginning on the date of grant.

The Company recorded compensation expense relatiogtstanding shares of common stock granted fg@mes of $242 and $197 for the
three months ended June 30, 2007 and 2006, resglgcand $456 and $383 for the six months endeé 30, 2007 and 2006, respectively.

The fair value of common stock awards is determimeskd on the closing trading price of the Compmngmmon stock on the grant date. A
summary of the Company’s employee share grantigcisvas follows:

Weighted-

Average Grant-
Restricted Stock Grants Shares Date Fair Value
Unreleased at December 31, 2( 156,30(C $ 15.94
Granted 90,52¢ 19.2¢
Release( (27,500 15.72
Cancelled (600) 18.24
Unreleased at June 30, 2007 218,72¢ $ 17.3E

17. SEGMENT INFORMATION

The Company operates in two distinct segmentgprdperty management, acquisition and developmeh{2yrental operations. Financial
information for the Company’s business segmensgtigorth below:

June 30, 200: December 31, 200!
Balance Shee
Investment in real estate ventu
Rental operation $ 91,30: $ 88,11¢
Total asset
Property management, acquisition and developi $ 373,75¢ $ 223,40
Rental operations 1,610,18( 1,446,42:

$ 1,98393¢ $ 1,669,82!

20




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

2007 2006 2007 2006
Statement of Operations
Total revenue

Property management, acquisition and developi $ 8,15¢ $ 6,511 $ 15,70¢ $ 12,70¢

Rental operations 48,392 42,02( 94,62z 81,19t
$ 56,55( $ 48531 $§ 110,32¢ $ 93,901

Operating expenses, including depreciation and azation
Property management, acquisition and developi $ 10,682 $ 9,561 $ 21,40¢ $ 19,94(
Rental operations 26,13¢ 24,10¢ 51,56¢ 47,93¢
$ 36,81¢ $§  33,66% $ 72,97/ 3 67,87¢

Income (loss) before interest, minority interestd aquity in earnings of real
estate venture
Property management, acquisition and developi $ (2,52€) $ (3,050 $ (5,70€) $ (7,2349)
Rental operations 22,251 17,91¢€ 43,05¢ 33,25¢
$ 19,731 $§  14,86¢ $ 37,35 $ 26,02z

Interest expens
Property management, acquisition and developi $ (401) $ (186) $ (564) $ (386)
Rental operations (15,036 (12,59¢) (28,269 (24,387)
$ (15437) $ (12,78) $ (28,837 $ (24,769

Interest incom:

Property management, acquisition and development $ 3,66€ $ 148 $ 511€ $ 630
Minority interests- Operating Partnership and otl

Property management, acquisition and development $ (459) $ (225) $ (859) $ (279)
Equity in earnings of real estate ventu

Rental operations $ 1,192 $ 1,087 $ 2,38 $ 2,22€
Net income (loss

Property management, acquisition and developi $ 282 $ (3,319 $ (2,013 $ (7,269)

Rental operations 8,413 6,405 17,17¢ 11,09¢

$ 8,69t $ 3,092 $ 15,165 $ 3,83C

Depreciation and amortization expenst
Property management, acquisition and developi $ 340 $ 201 $ 602 $ 384
Rental operations 8,783 8,85¢€ 17,317 17,94¢
$ 9,128 $ 9,057 $ 17,91¢ $ 18,33¢

Statement of Cash Flow:
Acquisition of real estate ass:
Property management, acquisition and developi $ (98,14¢ $ (87,969

Development and construction of real estate a
Property management, acquisition and developi $ (19,38) $ (15,119

18. COMMITMENTS AND CONTINGENCIES

The Company has guaranteed two construction laangniconsolidated partnerships that own developmegerties in Baltimore, Maryland
and Chicago, lllinois. These properties are owngfbimt ventures in which the Company has 10% gguiterests. These guarantees were
entered into in November 2004 and July 2005, raspyg. At June 30, 2007, the total amount of gnéead mortgage debt relating to these
joint ventures was $13,095. These mortgage loangrmm®ecember 1, 2007 and July 28, 2008, respégtifehe joint ventures default on t
loans, the Company may be forced to repay the Id@@gossessing and/or selling the self-storagétfasiand land that collateralize the loans
could provide funds sufficient to reimburse the amy. The estimated fair market value of the ena@metbassets at June 30, 2007, was
$16,281. The Company has recorded no liabilityelation to this guarantee as of June 30, 2007 fdihealue of the guarantee is not mate
To date, the joint ventures have not defaultecheir imortgage debt. The Company believes the fislaving to perform on the guarantee is
remote.

The Company has been involved in routine litigatising in the ordinary course of business. Adwfe 30, 2007, the Company was not
involved in any material litigation nor, to its kntedge, was any material litigation threatened agfat, or its properties.

21






19. INCOME TAXES

The Company adopted the provisions of FASB Integpi@n No. 48 Accounting for Uncertainty in Income TaxgBIN 48”), an interpretatio
of FASB Statement No. 109 (“SFAS 109”) on Januargd07. As a result of the implementation of FIN #& Company recognized no
material adjustment in the liability for unrecogsizincome tax benefits. At the adoption date oftidan1, 2007, there were no material
unrecognized tax benefits. At June 30, 2007, thene no material unrecognized tax benefits.

Interest and penalties related to uncertain taitipas will be recognized in income tax expenseewincurred. As of June 30, 2007, the
Company had no interest and penalties relateddertain tax positions.

The tax years 2003-2006 remain open to examindijathe major taxing jurisdictions to which the Caanp is subject.
20. SUBSEQUENT EVENTS
On August 1, 2007, one property was contributetthéoOperating Partnership in exchange for consiidersotaling $14.6 million. Preferred

OP Units of 80,905 with a value of $9.8 million wassued along with cash of approximately $4.8iamill
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Extra Space Storage Inc.
Management’s Discussion and Analysis
Amounts in thousands, except property and per shardata

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

The following discussion and analysis should bel ieaconjunction with our Unaudited Condensed Consolidated Financial Statésfieand
the “Notes to Unaudited Condensed Consolidated Finargtialementstontained in this report and th@onsolidated Financial

Statements,” “Notes to Consolidated Financial Stagmts”and“Management’s Discussion and Analysis of Finan€aindition and Results
of Operations”contained in our Form 10-K for the year ended Ddmem31, 2006. The Company makes statements ise¢lstion that are
forward-looking statements within the meaning @& faderal securities laws. For a complete discussidorward-looking statements, see the
section in this Form 10-Q entitled “Statement omward-Looking Information.” Amounts are in thousan@xcept per share data and unless
otherwise stated).

CRITICAL ACCOUNTING POLICIES

Our discussion and analysis of our financial caoditaind results of operations are based on ourditeliCondensed Consolidated Financial
Statements contained elsewhere in this report,iwiéwe been prepared in accordance with U.S. génacaepted accounting principles
(“GAAP”). Our notes to the unaudited Condensed @tidated Financial Statements contained elsewhettgs report and the Audited
Consolidated Financial Statements contained ifFoum 10-K for the year ended December 31, 2006riesthe significant accounting
policies essential to our unaudited Condensed Cidiased Financial Statements. Preparation of marftial statements requires estimates,
judgments and assumptions. We believe that thmatds, judgments and assumptions which we havearseppropriate and correct ba

on information available at the time that they wavade. These estimates, judgments and assump#araffect our reported assets and
liabilities as of the date of the financial staternse as well as the reported revenue and expengeydhe period presented. If there are
material differences between these estimates, jadtgrand assumptions and actual facts, our finesteilements may be affected.

In many cases, the accounting treatment of a jpatitransaction is specifically dictated by GAARJadoes not require our judgment in its
application. There are areas in which our judgniestlecting among available alternatives wouldpgroduce a materially different result,
there are some areas in which our judgment in e¢eamong available alternatives would producessemally different result. See the notes
to the unaudited Condensed Consolidated Finantagi®@ents that contain additional information relgag our accounting policies and other
disclosures.

RECENT ACCOUNTING PRONOUNCEMENTS

Emerging Issues Task Force (“EITF”) Topic D-10®étermining the Nature of a Host Contract Related Hybrid Financial Instrument
Issued in the Form of a Share under FASB Statehent 33" (“Topic D-109"), discussed at the March 15, 2007 EITF meeting fectde al
the beginning of the first fiscal quarter beginnafter June 15, 2007 (even if that period is othan the first fiscal quarter of the registrant’s
fiscal year). Topic D-109 provides the SEC staffsw as to how one must evaluate whether a prefestack “host” contract is a debt host or
an equity host. It states that the determinatiothefature of the host contract for a hybrid ficiahinstrument (that is, whether the nature of
the host contract is more akin to debt or to equsiyued in the form of a share should be basesl@mnsideration of economic characteristics
and risks. The SEC staff believes that the conatier of the economic characteristics and riskdhefhost contract should be based on all the
stated and implied substantive terms and featurreedhybrid financial instrument. This may repnesa change from the way these
instruments were analyzed in the past.

We have elected to early adopt Topic D-109 whiakcdjzally relates to the AAAAA Rent-/Space acquisition that was completed during
guarter ended June 30, 2007.

OVERVIEW

We are a fully integrated, self-administered artirmanaged real estate investment trust formedftiicue the business commenced in 1977
by our predecessor company to own, operate, maaagaire and develop self-storage properties. Wieela majority of our revenues from
rents received from tenants under existing leaseach of our self-storage properties. Additiomalenue is derived from management and
franchise fees from our joint venture and managegeqrties. We operate in competitive markets wieseresumers have multiple self-storage
properties from which to choose. Competition hassaitl continue to impact our results. We experiemeinor seasonal fluctuations in
occupancy levels, with occupancy levels higheh@ngummer months due to increased rental activity.

Our operating results depend materially on ouiitgkiib lease available self-storage space and emltiity of our tenants to make required
rental payments. We believe we are able to respaiukly and effectively to changes in local, regiband national economic conditions by
centrally adjusting rental rates through the coratiam of our revenue management team and our indlestding technology systems.

We continue to evaluate a range of growth initiegiand opportunities including the following:

*  Maximize the performance of properties throughtsiyic, efficient and proactive managematle plan to pursue revenue
generating and expense minimizing opportunitiesunoperations. Our revenue management team vell semaximize revenue t



responding to changing market conditions throughtechnology system'’s ability to provide real-tinnggeractive rental rate and discount
management. Our size and scale give us a greali¢y Hian

23




the majority of our competitors to implement nadfnmegional and local marketing programs, whichb&ieve will attract more
customers to our stores at a lower net cost.

»  Focus on the acquisition of self-storage propertiesn strategic partners and third partiéSur acquisitions team will continue to
pursue the acquisition of single properties andtinpubperty portfolios that we believe can proviteckholder value. Our July 2005
acquisition of Storage USA has bolstered our refmtas a reliable, ethical buyer, which we beliembdances our ability to negotii
and close acquisitions. In addition, our statuaralPREIT enables flexibility when structuring deal

« Develop new self-storage propertied/e have several joint venture and wholly-ownedetfgpment properties and will continue to
develop new self-storage properties in our corekatar Our development pipeline for the remainde2@ff7 through 2008 includes
16 projects. The majority of the projects will beveloped on a wholly-owned basis by the Compang. dinstruction of many of
these properties has already begun.

* Expand the Company’s management businggs see the management business as a future ioguispeline and expect to pursue
strategic relationships with owners that shouldrgjthen our acquisition pipeline through agreemehish give us first right of
refusal to purchase the managed property in thetefea potential sale. Twelve of the Company’s@88d seven of the Company’s
2007 acquisitions have come from this channel.

PROPERTIES

As of June 30, 2007, we owned or had ownershipéste in 585 operating self-storage propertiestéatan 33 states and Washington, D.C.
Of these properties, 242 are wholly-owned and direted, one is held in joint venture and consd#daand 342 are held in joint ventures
accounted for using the equity method. In addjtiw@ managed 59 properties for franchisees or ffartes bringing the total numbers of
properties which we own and/or manage to 644. &¢eive a management fee equal to approximatelyfa§foss revenues to manage the
joint venture, third party and franchise sites. oidune 30, 2007, we owned or had ownership istgii@ approximately 42 million sque
feet of space and had greater than 300,000 customer

Approximately 70% of our properties are clustersgliad the larger population centers, such as AtldBaltimore/Washington, D.C., Boston,
Chicago, Dallas, Las Vegas, Los Angeles, Miami, Newk City, Orlando, Philadelphia, Phoenix, St.é?eburg/Tampa and San Francisco.
These markets contain above-average populatiofinanthe demographics for new self-storage properfidee clustering of assets around
these population centers enables us to reducepauating costs through economies of scale. Thea§oUSA acquisition has given us an
increased scale in many core markets as well asthdld in many markets where we had no previoasgce.

We consider a property to be in the lease-up saftgeit has been issued a certificate of occupamgtybefore it has achieved stabilization.

We consider a property to be stabilized once itdwmseved either an 80% occupancy rate or has dygemfor three years. Although leases
are shorterm in duration, the typical tenant tends to renaiour properties for an extended period of tife. properties that were stabiliz

as of June 30, 2007, the median length of stayappsoximately eleven months.

Our property portfolio is a made up of differenpég of construction and building configurationsetggting on the site and the municipality

where it is located. Most often sites are what weser “hybrid” facilities, a mix of both drive-upuildings and multi-floor buildings. We
have a number of multi-floor buildings with elevasxcess only, and a number of facilities featugnmund-floor access only.

24




The following table sets forth additional inforn@tiregarding the occupancy of our stabilized pridgepn a state-by-state basis as of June
30, 2007 and 2006. The information as of Jun&B06 is on a pro forma basis as though all thegrtgs owned at June 30, 2007 were u
the Company’s control as of June 30, 2006.

Stabilized Property Data Based on Location

Company Pro forma Company Pro forma Company Pro forma
Number of Number of Net Rentable Net Rentable Square Foot Square Foot
Number of Units as of June Units as of June Square Feet as of Square Feet as of Occupancy % Occupancy %
Location Properties 30, 2007(1 30, 200€ June 30, 2007(2 June 30, 200¢ June 30, 2007 June 30, 200¢
Wholly-owned properties
Arizona 4 2,26C 2,254 280,18( 276,64( 93.9% 97.8%
California 40 31,75¢ 31,74¢ 3,014,12: 3,011,77¢ 84.4% 85.7%
Colorada 5 2,39¢ 2,394 301,691 293,591 91.3% 91.6%
Connecticu! 1 745 745 62,50¢ 62,43( 84.5% 72.7%
Florida 27 17,72¢ 17,68: 1,880,44! 1,878,40: 86.2% 91.8%
Georgia 12 6,448 6,558 835,52¢ 828,64¢ 88.0% 87.2%
Hawaii 2 2,89C 2,86C 153,351 154,23« 81.2% 83.6%
lllinois 4 2,674 2,691 266,45¢ 265,481 87.8% 83.2%
Kansas 1 505 503 49,94( 49,95¢ 90.4% 93.4%
Kentucky 3 1,58€ 1L ST 194,351 194,29( 91.5% 88.6%
Louisiana 2 1,407 1,41C 147,49( 147,49( 93.2% 95.5%
Maryland 8 6,74€ 6,684 731,007 703,527 85.5% 85.0%
Massachuset! 24 13,51¢ 13,44C 1,432,54: 1,433,44: 86.0% 84.0%
Michigan 2 1,041 1,042 134,402 135,312 90.6% 84.8%
Missouri 3 1,349 1,34¢ 168,907 169,187 87.1% 85.2%
Nevada 2 1,25€ 1,242 132,46t 131,13¢ 84.3% 86.6%
New Hampshire 2 1,00€ 1,00€ 125,60¢ 125,30¢ 81.9% 82.5%
New Jerse) 21 17,102 17,127 1,670,30¢ 1,672,47: 86.7% 86.6%
New York 7 6,957 6,965 455,77¢ 456,11¢ 82.1% 82.4%
Ohio 4 2,04C 2,04¢ 275,401 276,35¢ 87.8% 86.2%
Oregon 1 764 767 103,45( 103,61( 95.7% 94.1%
Pennsylvanii 8 6,133 6,12¢ 640,56¢ 637,294 86.9% 81.8%
Rhode Islanc 1 731 730 75,241 75,81¢€ 85.7% 84.0%
South Carolin: 4 2,067 2,06€ 245,73¢ 245,68¢ 92.1% 94.7%
Tennesse 6 3,535 3,532 477,54 469,922 87.3% 91.4%
Texas 19 11,881 11,95¢€ 1,335,85( 1,323,52: 91.1% 88.2%
Utah 3 1,535 1,524 210,49( 209,96t 96.6% 92.8%
Virginia 4 2,89C 2,88¢ 272,82¢ 273,03¢ 88.0% 86.3%
Washington 3 2,031 2,03C 244,86t 244,59t 98.3% 96.3%
Total Wholly-Owned Stabilized 223 152,98t 152,94¢ 15,919,03: 15,849,24; 87.2% 87.3%
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Company Pro forma Company Pro forma Company Pro forma
Number of Number of Net Rentable Net Rentable Square Foot Square Foot
Number of Units as of June Units as of June Square Feet as of Square Feet as of Occupancy % Occupancy %

Location Properties 30, 2007(1) 30, 2006 June 30, 2007(2) June 30, 2006 June 30, 2007 June 30, 2006
Joint-venture properties
Alabama 4 2,30C 2,324 282,01¢ 281,62¢ 88.7% 86.5%
Arizona 11 6,901 6,88¢ 751,141 752,07¢ 92.0% 94.2%
California 72 51,822 51,931 5,315,28¢ 5,316,07: 90.2% 89.5%
Colorada 3 1,90€ 1,90& 216,03¢ 215,81: 89.4% 86.0%
Connecticu 8 5,979 5,98t 690,38¢ 690,43¢ 78.3% 77.1%
Delaware 1 589 589 71,65t 71,65t 94.3% 85.5%
Florida 24 20,344 20,35t 2,080,17: 2,079,35! 85.7% 88.7%
Georgia 3 1,891 1,91€ 246,40¢ 251,53( 79.4% 82.9%
lllinois 6 4,033 4,031 433,562 436,977 82.8% 77.3%
Indiana 9 3,74C 3,732 468,752 468,56 90.3% 90.2%
Kansas 3 1,217 1,21C 164,22¢ 163,95( 87.9% 85.4%
Kentucky 4 2,282 2,27C 268,50¢ 268,28¢ 88.9% 84.6%
Maryland 14 10,927 10,91¢ 1,077,41. 1,076,82° 88.4% 85.1%
Massachuset 16 8,50C 8,55€ 972,49¢ 975,591 83.9% 81.2%
Michigan 10 5,968 5,95¢ 785,441 786,252 87.8% 79.3%
Missouri 5 2,771 2,774 324,66¢ 325,61¢ 85.9% 87.6%
Nevads 7 4,63C 4,632 620,54¢ 621,772 88.5% 92.1%
New Hampshir¢ 3 1,326 1,33C 138,55¢ 138,96¢ 87.3% 85.5%
New Jerse) 20 15,14¢ 15,134 1,595,23¢ 1,588,18: 81.6% 87.7%
New Mexico 9 4,708 4,727 526,19¢ 528,86 86.0% 87.1%
New York 22 24,09¢ 24,22 1,803,89¢ 1,806,10¢ 86.0% 83.7%
Ohio 11 5,027 5,041 751,107 753,171 87.4% 81.5%
Oregon 2 1,291 1,28€ 137,14( 137,14( 91.2% 95.3%
Pennsylvanii 9 6,474 6,477 687,61¢ 687,37( 87.3% 85.2%
Rhode Islanc 1 611 611 73,90¢ 74,00t 75.8% 68.3%
Tennesse 22 11,82¢ 11,851 1,547,50: 1,550,41° 88.8% 87.8%
Texas 18 11,837 11,862 1,519,31¢ 1,525,23" 81.4% 80.7%
Utah 1 519 524 59,50( 59,70C 97.2% 93.5%
Virginia 15 10,39z 10,35¢ 1,106,71¢ 1,106,77( 87.8% 87.1%
Washingtor 1 551 551 62,73(C 62,73(C 94.9% 89.8%
Washington, DC 1 1,53€ 1,53€ 102,00¢ 101,99( 94.9% 86.2%
Total Stabilized Joint-Ventures 335 231,14¢ 231,48: 24,880,14¢ 24,903,05° 86.9% 86.3%
Managed properties
California 5 3,273 3,271 401,65% 398,45t 77.9% 80.9%
Colorada 1 513 516 56,24( 56,24( 91.3% 90.2%
Florida 1 570 572 56,48t 57,12¢ 90.5% 96.4%
Georgia 7 4,53C 4,55¢ 485,472 486,372 87.8% 86.3%
Maryland 3 3,124 3,092 256,511 255,69¢ 82.9% 80.0%
Nevads 1 436 442 61,23¢ 61,51C 80.0% 79.5%
New Jerse 2 1,09€ 1,08¢ 131,47: 131,64: 93.3% 89.4%
New Mexico 2 1,57¢€ 1,584 171,55¢ 171,35¢ 88.0% 93.3%
Pennsylvanii 2 888 888 131,13( 131,33( 95.0% 83.9%
Tennesse 2 1,147 1,132 135,41( 130,28¢ 88.5% 92.2%
Texas 1 371 371 46,95t 46,95t 99.4% 98.7%
Utah 2 1,431 1,432 136,41 146,581 85.6% 75.8%
Washington, DC 2 1,255 1,25€ 111,75¢ 111,80¢ 82.5% 82.8%
Total Stabilized Managed Properties 31 20,21C 20,207 2,182,29: 2,185,36¢ 86.0% 85.1%
Total Stabilized Properties 589 404,343 404,63¢ 42,981,47: 42,937,66: 87.0% 86.6%

(1) Represents unit count as of June 30, 2007,hwhiay differ from June 30, 2006 unit count duertib conversions or expansions.

(2) Represents net rentable square feet as of 3On2007, which may differ from June 30, 2006 ratable square feet due to unit

conversions or expansions.

26




The following table sets forth additional inforn@tiregarding the occupancy of our lease-up praggedn a state-by-state basis as of June 30
2007 and 2006. The information as of June 30, 2006 a pro forma basis as though all the propediened at June 30, 2007 were undet
control as of June 30, 2006.

Lease-up Property Data Based on Location

Company Pro forma Company Pro forma Company Pro forma
Number of Number of Net Rentable Net Rentable Square Foot Square Foot

Number of Units as of June Units as of June Square Feet as of Square Feet as of Occupancy % Occupancy %
Location Properties 30, 2007(1 30, 200€ June 30, 2007(2 June 30, 200¢ June 30, 2007 June 30, 200¢
Wholly-owned properties
Arizona 1 587 599 67,37¢ 67,37¢ 77.3% 32.5%
California 5 3,653 2,79¢ 433,85( 330,28( 56.9% 55.8%
Colorada 1 359 368 58,92¢ 60,441 76.6% 80.6%
Connecticu! 1 612 614 60,76( 60,76( 75.6% 65.7%
Florida 2 1,257 973 157,00¢ 133,88( 71.8% 75.7%
lllinois 1 591 588 75,80C 75,82C 76.4% 66.5%
Massachuset! 4 2,89€ 1,927 285,927 195,60¢ 63.8% 68.0%
New Jerse) 2 1,744 1,67¢ 163,18¢ 149,07( 79.1% 80.2%
Pennsylvani 1 424 425 47,06( 47,41C 79.6% 59.6%
Washington 1 501 529 61,25(C 61,25(C 98.9% 80.2%
Total Wholly-Owned Lease-up 19 12,624 10,49¢ 1,411,14( 1,181,89: 68.8% 65.7%
Joint-venture properties
California 1 703 — 79,23¢ — 31.4% 0.0%
lllinois 1 955 957 74,152 75,39¢ 43.1% 0.0%
Maryland 1 948 957 73,66€ 73,64¢ 51.1% 12.3%
New Jerse) 2 1,195 560 119,73¢ 62,40( 54.6% 74.2%
New Mexico 1 491 530 77,674 58,992 85.1% 91.3%
Pennsylvani 1 754 774 76,49¢ 76,77 96.5% 80.0%
Virginia 1 878 878 84,38¢ 84,38¢ 76.6% 58.4%
Total Lease-up Joint-Ventures 8 5,924 4,65€ 585,34( 431,59¢ 62.2% 50.9%
Managed properties
California 8 5,433 4,792 552,31¢ 461,098 72.9% 58.7%
Connecticu 1 683 687 54,84( 54,38( 94.9% 70.1%
Florida 3 2,226 1,297 224,83: 112,28¢ 46.3% 60.9%
Georgia 2 1,007 1,114 115,21¢ 114,78( 72.2% 58.1%
lllinois 2 1,561 1,572 190,32¢ 192,94¢ 67.6% 51.9%
Indiana 1 587 588 68,89( 69,04( 72.9% 54.5%
Maryland 1 727 728 67,81C 67,56( 79.2% 73.4%
Massachuset 4 3,851 3,87C 338,89¢ 341,35¢ 64.9% 45.8%
New Jerse) 1 863 — 78,19C — 20.2% 0.0%
New York 1 1,578 1,57¢ 116,23t 116,53( 78.9% 65.3%
Rhode Islanc 1 501 506 55,67(C 56,09t 38.9% 16.0%
Texas 2 1,167 1,172 125,50¢ 124,44¢ 88.7% 73.3%
Virginia 1 687 676 74,84C 74,90C 87.1% 78.2%
Total Lease-up Managed 28 20,871 18,58: 2,063,56! 1,785,41¢ 67.8% 57.3%
Total Lease-up Properties 55 39,41¢ 33,731 4,060,04! 3,398,90¢ 67.4% 59.4%

(1) Represents unit count as of June 30, 2007, wiiay differ from June 30, 2006 unit count duertib conversions or expansions.

(2) Represents net rentable square feet as of 3On2007, which may differ from June 30, 2006 ratable square feet due to unit

conversions or expansions.

RESULTS OF OPERATIONS

Comparison of the three and six months ended Junéd32007 and 2006
Overview

Results for the three and six months ended Jun2(0, include the operations of 585 properties @48hich were
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consolidated and 342 of which were in joint vensusecounted for using the equity method) comparéde results for the three and six
months ended June 30, 2006, which included theatipas of 556 properties (208 of which were comdlkd and 348 of which were in joint
ventures accounted for using the equity method).

Revenues

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

Three months ended June

30, Six months ended June 30,
2007 2006 $ Change % Change 2007 2006 $ Change % Change
Revenues:
Property renta $ 48,39z $ 42,02C $ 6,372 15.2% $ 94,62 $ 81,19t $ 13,42¢ 16.5%
Management and franchise fe 5,143 5,181 (38) 0.7% 10,351 10,34C 11 0.1%
Tenant insuranc 2,688 971 1,717 176.8% 4,831 1,892 2,93¢ 155.2%
Development fee 182 175 7 4.0% 237 225 12 5.3%
Other income 145 184 (39) (21.2% 284 249 35 14.1%
Total revenues $ 56,55C $ 48,531 $ 8,01¢ 16.5% $ 110,32¢  $ 93,901 $ 16,42¢ 17.5%

Property Rental — The increase in property rental revenue for theetland six months ended June 30, 2007 consis&s®s0®Gand $9,240,
respectively, associated with acquisitions compl@e2007 and 2006, $1,454 and $3,394, respectifrelyn rate increases at stabilized
properties, and $418 and $794, respectively, frereiases in occupancy at lease-up properties.

Management and Franchise Fees -Revenue from management and franchise fees haamedhfairly stable. Increased revenues at our
joint venture, franchise, and th-party managed sites related to rental rate andpastcy increases have been offset by lost manadgdesn
due to the termination of certain management ageeén

Tenant Insurance —The increase in tenant insurance revenues is dilne tatroduction of our captive insurance progenall wholly-
owned properties in October 2006. In addition, migithe six months ended June 30, 2007, we prontbéettnant insurance program and
successfully increased sales of insurance poliniegcess of 25%. Formerly, insurance revenuesided only fee income paid by a third
party insurance company.

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

Three months ended June

30, Six months ended June 30,
2007 2006 $ Change % Change 2007 2006 $ Change % Change
Expenses

Property operation $ 17,352 $ 15,248 $ 2,104 13.8% $ 34,248 $ 29,99C $ 4,25¢ 14.2%
Tenant insuranc 1,217 589 628 106.6% 2,19C 1,222 968 79.2%

Unrecovered development and acquisiti
costs 159 24 135 562.5% 409 342 67 19.6%
General and administrati 8,968 8,747 221 2.5% 18,20¢ 17,992 216 1.2%
Depreciation and amortization 9,123 9,057 66 0.7% 17,91¢ 18,33< (414) (2.3)%
Total expenses $ 36,81¢ $ 33,665 $ 3,154 9.4% $ 72974 $ 67,87¢ $ 5,09t 7.5%

Property Operations — The increase in property operations expense fothitee and six months ended June 30, 2007 cowdi$ts 344 and
$3,057, respectively, associated with acquisitimmapleted in 2007 and 2006, $760 and $1,201, céispdy, from increases in utilities and
advertising expenses at existing properties.

Tenant Insurance —The increase in tenant insurance expense is dihe tatroduction of our captive insurance prograrallavholly-owned
properties in October 2006.

Unrecovered Development/Acquisition Costs—Unrecovered development and acquisition costs hmaveased when compared to the prior
year due to increased acquisition volume and catigrefor raw land and operating properti

General and Administrative —General and administrative costs remained relatiwehstant due to the fact that the integratiothefStorag
USA properties was completed prior to the periags@nted and as no similar large acquisitions bagarred.
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Depreciation and Amortization— The decrease in depreciation and amortization esgofar the six months ended June 30, 2007 is due
primarily to the fact that the customer relatiopsintangibles related to the properties acquiretthénStorage USA acquisition in July 2005
were fully amortized as of January 2007. This dase is offset by additional depreciation and amadibn expense from other acquisitions
made in 2007 and 2006, causing the increase irediggion and amortization expense for the threethsoended June 30, 2007.

Other Revenues and Expenses

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

Three months ended June Six months ended June
30, 30,
2007 2006 $ Change % Change 2007 2006 $ Change % Change
Other revenue and expenses
Interest expens $ (15,437) $ (12,784 $ (2,653) 20.8% $ (28,837 $ (24,76¢) $ (4,064) 16.4%
Interest incomt 3,668 148 3,52C 2,378.%% 5,116 630 4,48¢€ 712.1%
Minority interest- Operating Partnersh (515) (225) (290) 128.9% (899) (279) (620) 222.2%
Minority interest- other 56 — 56 (100.C)% 40 — 40 (100.C)%
Equity in earnings of real estate ventures 1,192 1,087 105 9.7% 2,388 2,22€ 163 7.3%
Total other expense $ (11,036 $ (11,774 $ 738 (6.3)% $ (22,187 $ (22,192) $ 5 0.0%

Interest Expense —The increase in interest expense for the threeserhonths ended June 30, 2007 when compared 32006
consists primarily of $1,181 and $2,475, respetyivrelated to new loans on properties acquire2Dioi7 and 2006, and $1,596 and $1,221,
respectively, related to increased corporate istamdated primarily to the exchangeable senioesoffering in March 2007.

Interest Income —The increase in interest income was due to thetamount of cash and short-term investments halidgl the three and
six months ended June 30, 2007 compared to theywar. The excess cash was generated primarillgdogxchangeable senior notes
offering in March 2007.

Minority Interest — Operating Partnership— Income allocated to the Operating Partnership sgms 5.59% and 6.88% of the net income
before minority interest for the six months endedel30, 2007 and 2006, respectively. The increatfee amount allocated to the minority
interest in 2007 is due to the increase in netrimeo

Equity in Earnings of Real Estate Ventures —The change in equity in earnings of real estatéwens for the three and six months ended
June 30, 2007 relates primarily to increases innme at the properties owned by the real estateixent

FUNDS FROM OPERATIONS

Funds from Operations (“FFO”) provides relevant amehningful information about our operating perfance that is necessary, along with
net income and cash flows, for an understandinguobperating results. We believe FFO is a meanirdjéclosure as a supplement to net
earnings. Net earnings assume that the valuesbéstate assets diminish predictably over timesiscted through depreciation and
amortization expenses. The values of real estsetafluctuate due to market conditions and wievsFFO more accurately reflects the
value of our real estate assets. FFO is definatiddNational Association of Real Estate Investniensts, Inc. (‘“NAREIT”) as net income
computed in accordance with U.S. generally acceptedunting principles (“GAAP”), excluding gainslosses on sales of operating
properties, plus depreciation and amortizationafter adjustments to record unconsolidated parigssand joint ventures on the same bk
We believe that to further understand our perforreairFO should be considered along with the redoré income and cash flows in
accordance with GAAP, as presented in our unaudibedensed consolidated financial statements.

The computation of FFO may not be comparable to Féforted by other REITs or real estate compahigsdo not define the term in
accordance with the current NAREIT definition oatlnterpret the current NAREIT definition diffetgn FFO does not represent cash
generated from operating activities determinedcitonedance with GAAP, and should not be consideseahaalternative to net income as an
indication of our performance, as an alternativedbcash flow from operating activities as a measti our liquidity, or as an indicator of ¢
ability to make cash distributions. The followirapte sets forth the calculation of FFO (dollarsiarthousands, except for share data):
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Three months ended June 3( Six months ended June 3(

2007 2006 2007 2006
Net income $ 8,69t $ 3,09z % 15,165 $ 3,83C
Plus:
Real estate depreciatit 7,83C 6,64¢ 15,41¢ 13,121
Amortization of intangible: 807 1,951 1,614 4,504
Joint venture real estate depreciation and amdidiz 1,02¢ 1,247 2,087 2,447
Joint venture loss on sale of proper 5 — 5 —
Income allocated to Operating Partnership minority
interest 515 225 899 279
Funds from operations $ 18,87¢ $ 13,16 $ 35,18¢ $ 24,181
Weighted average number of she- basic
Common stock (excluding restricted shau 64,439,13! 51,625,13! 64,356,82° 51,606,61!
OP units 4,012,37¢ 3,825,78 4,012,37¢ 3,825,78
Total 68,451,51 55,450,92; 68,369,20! 55,432,40!
Weighted average number of shz- diluted
Common stocl 65,236,461 52,165,30: 65,201,93: 52,157,29!
OP units 4,012,37¢ 3,825,78 4,012,37¢ 3,825,78
Total 69,249,84! 55,991,08! 69,214,31. 55,983,08!

SAME-STORE STABILIZED PROPERTY RESULTS

We consider our same-store stabilized portfoliodnsist of only those properties which were whalyred at the beginning and at the end of
the applicable periods presented that have achigtedsilization as of the first day of such peridtie following table sets forth operating data
for our same-store portfolio. We consider the feilog same-store presentation to be meaningfulgangs to the properties shown below.
These results provide information relating to priypéevel operating changes without the effectaajuisitions or completed developments.

Three Months Ended Six Months Ended
June 30, Percent June 30, Percent

2007 2006 Change 2007 2006 Change
Same-store rental revenues $ 39,62¢ $ 37,98( 4.3%$ 78,532 $ 74,74¢ 5.1%
Same-store operating expens 13,81¢ 13,30¢ 3.8% 27,51¢ 26,83( 2.6%
Same-store net operating incon 25,80¢ 24,67: 4.6% 51,01t 47,91¢ 6.5%
Non sam-store rental revenut 8,76¢ 4,04C 117.C% 16,08¢ 6,447 149.€%
Non sam-store operating expens 3,537 1,94C 82.3% 6,72¢ 3,16C 112.%%
Total rental revenue 48,39z  42,02( 15.2% 94,62 81,19t 16.5%
Total operating expens 17,352 15,24¢ 13.8% 34,24¢  29,99( 14.2%
Same-store square foot occupancy as of quarter 87.5% 88.1% 87.5% 88.1%
Properties included in sar-store 181 181 181 181

The increase in same-store rental revenues fdhtke and six months ended June 30, 2007 was due #bility to maintain occupancy and
increase rental rates to existing customers. Tére&se in same-store operating expenses was fyirdaé to increases in property taxes and
advertising.

COMMON CONTINGENT SHARES AND COMMON CONTINGENT UNIT PROPERTY PERFORMANCE

As described in the notes to our unaudited Conde@smsolidated Financial Statements, upon the aehient of certain levels of net
operating income with respect to 14 of our preifitaddl properties, our contingent conversion sh@t€€S”) and our Operating Partnershsp’
contingent conversion units (“CCU") will convertadditional shares of common stock and Oper&engnership units, respectively.

As of June 30, 2007, there were 500,350 CCSs ajf@82%CUs converted to common shares and commora@ge
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Partnership units, respectively. Based on the pmidace of the properties as of June 30, 2007, diti@uhl 392,648 CCSs and 20,198 CCUs
became eligible for conversion. The board of doecapproved the conversion of these CCSs and @@Usigust 1, 2007 as per the
Company’s charter, and the shares and units weuedson August 3, 2007.

The table below outlines the performance of theerties for the three and six months ended Jun2@®, and 2006:

Three Months Ended
Six Months Ended

June 30, Percent June 30, Percent

2007 2006 Change 2007 2006 Change
CCS/CCU rental revenues $ 2,967 $ 2,50¢ 18.3%9%$ 5,855 $ 4,89C 19.7%
CCS/CCU operating expens 1,33: 1,33C 0.2% 2,631 2,655 (0.9%
CCS/CCU net operating incon 1,634 1,17¢ 38.7% 3,22z 2,23t 44.2%
Non CCS/CCU rental revenu 45,42 39,512 15.0% 88,77C 76,30¢ 16.3%
Non CCS/CCU operating expens 16,01¢ 13,91¢ 15.1% 31,617 27,33t 15.7%
Total rental revenue 48,392 42,02 15.2% 94,62: 81,19¢ 16.5%
Total operating expens 17,352 15,24¢ 13.8% 34,24¢ 29,99( 14.2%
CCS/CCU square foot occupancy as of quarter 77.1% 74.7% 77.1% 74.7%
Properties included in CCS/CC 14 14 14 14

The increase in CCS/CCU rental revenues was dineteased rental rates and occupancy.
CASH FLOWS

Cash flows provided by operating activities wer& $85 and $36,264, respectively, for the six moetided June 30, 2007 and 2006. The
increase in cash provided by operating activities wue primarily to an increase in net income edlad the addition of new properties
through acquisitions and interest income from skenh investments. Additionally, there have alsemlower cash funding requirements
relating to our lease-up properties as occupansyrftaeased.

Cash used in investing activities was $205,629%i17,850, respectively, for the six months endew B0, 2007 and 2006. The increase is
due primarily to the purchase of short-term invesita during the six months ended June 30, 2007.

Cash provided by financing activities was $128,@t8 $47,183 for the six months ended June 30, 20672006, respectively. The financing
activities during the six months ended June 3072Z@hsisted primarily of the issuance of exchanlgesdnior notes for $250,000, additional
net borrowings of $16,010, offset by $29,368 paidividends.

OPERATIONAL SUMMARY

For the three and six months ended June 30, 208 ¢pwtinued our same-store property revenue graittha revenue increase of 4.3% and
5.1%, respectively, compared to the same perio@9@6. Occupancy at our stabilized properties \mab/fconsistent on a year-to-year basis,
reaching 87.5% as of June 30, 2007 compared t&®B8&slof June 30, 2006.

Property revenue growth was evident in the majaftsnarkets in which we operate. The growth in grtyprevenue is the result of increases
in occupancy and rental rates to both new andiergisustomers. Property expenses increased pringia result of increases in property
taxes due to re-assessments on properties thaaweeatequired and other annual tax re-assessments.

OUTLOOK
In the second quarter, we continued to see a génpositive climate for self-storage in the Unit8thtes. Rental activity was flat overall
when compared with the second quarter of 2006.piBethe lack of increased demand, we were abtaise same-store and overall portfolio

revenue through increased rental rates to exististpmers. The key economic indicators that affetftstorage demand are mixed, and we
are looking to rental activity in the second quaaie2007 as an indicator
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of our results for the remainder of the year.

We seek to drive rental activity and revenue grottactively managing both pricing and promotiosiahtegies through our revenue
management team and utilizing the yield managefeattres of our technology system. In-house trgingperational initiatives and
marketing promotions, including national cable ¢&d@®n advertising, continue to be implemented eSéhactivities also provide support for
increased rentals at the store level.

Our discounting strategies continue to evolve. ldigkvels of discounting were utilized in the fisst months of 2007 compared to 2006 due
to special promotions associated with the 30th\asary of the Company. We will selectively discbo@rtain sites and units based on
occupancy, availability, and competitive paramethas are controlled through our centralized, teak technology systems and revenue
management team.

Property taxes are seen as a primary driver ofresgeein the coming year. As we acquire existinfsterage facilities, tax reassessments
continue to occur. Snow removal expenses, usuatigjar contributor to expense increases, were lomvtre first six months of 2007 due to
lower snowfall amounts than anticipated in the Ineatst and mid-Atlantic regions.

We anticipate continued competition from all operst both public and private, in all of the markietsvhich we operate. However, we
believe that the quality and location of our prapgortfolio, our revenue management systems, badtrength of our self-storage
fundamentals will provide opportunities to grow eaues in the remainder of 2007.

LIQUIDITY AND CAPITAL RESOURCES

As of June 30, 2007, we had $45,790 available $in @ad cash equivalents, and $90,331 in deom-investments. We intend to use this (

to purchase additional sedferage properties and fund other working capit&ids during the remainder of 2007. Additionallg, ave require

to distribute at least 90% of our net taxable inepexcluding net capital gains, to our stockhold#ran annual basis to maintain our
qualification as a REIT. Therefore, it is unlikehat we will have any substantial cash balancasdbuld be used to meet our liquidity needs.
Instead, these needs must be met from cash gethérate operations and external sources of capital.

During September 2004, we, as guarantor, and oaralipg Partnership entered into a $100 millioroteng line of credit (“Credit

Facility”), which includes a $10 million swinglireub facility. The Credit Facility is collateralizéy self-storage properties. The Operating

Partnership intends to use the proceeds of theitGFadility for general corporate purposes and &itjons. As of June 30, 2007, the Credit

Facility had approximately $81 million of availatiderrowings based on the assets collateralizingtieelit Facility. As of June 30, 2007, we
had no amount outstanding under the Credit Facility

As of June 30, 2007, we had approximately $1,24%li8on of debt, resulting in a debt to total cabization ratio of 52.3%. As of June 30,
2007, the ratio of total fixed rate debt and otinstruments to total debt was 94.8%. The weightedtage interest rate of the total of fixed |
variable rate debt at June 30, 2007 was 5.1%.

Real estate assets are pledged as collateral fatetn. We are subject to certain restrictive oawds relating to our outstanding debt. We
were in compliance with all covenants at June 80,72

We expect to fund our short-term liquidity requikemis, including operating expenses, recurring abpkpenditures, dividends to
stockholders, distributions to holders of Operafajtnership units and interest on our outstanlidgbtedness out of our operating cash
flow, cash on hand, short term investments andoangs under our Credit Facility.

Long-Term Liquidity Needs

Our long-term liquidity needs consist primarilydi$tributions to stockholders, new facility devaiognt, property acquisitions, principal
payments under our borrowings and non-recurringa@agxpenditures. We do not expect that our ofregatash flow will be sufficient to
fund our long term liquidity needs and instead expe fund such needs out of additional borrowigsit ventures with third parties, and
from the proceeds of public and private offerin§equity and debt. We may also use Operating Pasthife units as currency to fund
acquisitions from self-storage owners who desixe ta
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deferral in their exiting transactions.
On October 13, 2005, we filed a universal shelfstegtion statement with the Securities and Exckabgmmission, which permits us to sell,
from time to time, up to $800 million of our commstock, preferred stock, depositary shares, wasramd rights to the extent necessary or
advisable to meet our liquidity needs. We haveddsapproximately $406 million of securities untdes shelf registration statement to date,
leaving us with availability of approximately $3&#llion.
FINANCING STRATEGY
We will continue to employ leverage in our capgalcture in amounts determined from time to tim@br board of directors. Although our
board of directors has not adopted a policy whiclit$ the total amount of indebtedness that we meyr, we will consider a number of
factors in evaluating our level of indebtednessiftome to time, as well as the amount of such iteldtess that will be either fixed or varia
rate. In making financing decisions, our boardioéators will consider factors including but natlted to:

» the interest rate of the proposed financing;

» the extent to which the financing impacts flexiyilin managing our properties;

*  prepayment penalties and restrictions on refinapcin

» the purchase price of properties acquired with fiabncing;

* long-term objectives with respect to the financing;

i target investment returns;

« the ability of particular properties, and the Compas a whole, to generate cash flow sufficiertaeer expected debt service
payments;

» overall level of consolidated indebtedness;

» timing of debt and lease maturities;

*  provisions that require recourse and cross-co##ition;

»  corporate credit ratios including debt service cage, debt to total capitalization and debt to pneleiated assets; and

» the overall ratio of fixed- and variable-rate debt.
Our indebtedness may be recourse, non-recoursess-collateralized. If the indebtedness is nomuese, the collateral will be limited to the
particular properties to which the indebtednesstesl In addition, we may invest in properties sctjo existing loans collateralized by
mortgages or similar liens on our properties, oy meinance properties acquired on a leveragedsbdée may use the proceeds from any
borrowings to refinance existing indebtednessefmance investments, including the redevelopméekisting properties, for general
working capital or to purchase additional intereéstgartnerships or joint ventures or for othergmses when we believe it is advisable.
OFF-BALANCE SHEET ARRANGEMENTS
Except as disclosed in the notes to our unauditaii€nsed Consolidated Financial Statements, wetounrently have any relationships
with unconsolidated entities or financial partngoshsuch entities often referred to as structfirehce or special purposes entities, which
typically are established for the purpose of ftaiing off-balance sheet arrangements or otheractually narrow or limited purposes.

Further, except as disclosed in the notes to caudited Condensed Consolidated Financial Statemeathave not guaranteed any
obligations of unconsolidated entities nor do weehany
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commitments or intent to provide funding to anytseatities. Accordingly, we are not materially egpd to any financing, liquidity, market
or credit risk that could arise if we had engagethese relationships.

Our exchangeable senior notes provide for excedsagxje value to be paid in cash or shares of aummm stock if our stock price exceeds a
certain amount. See the notes to our financiabstahts for a further description of our exchangeabhior notes.

CONTRACTUAL OBLIGATIONS

The following table summarizes our contractual gdgiions as of June 30, 2007:

Payments due by Period

Less Than After
Total 1 Year 1-3 Years 4-5 Years 5 Years

Operating leases $ 63,72 $ 5365 $ 10,197 $ 8,67¢ $ 39,482
Notes payable, exchangeable senior notes

notes payable to trus

Interest 454,47+ 63,39¢ 111,40¢ 68,531 211,13¢

Principal 1,245,32( 4,512 298,99( 179,68( 762,137
Total contractual obligations $ 1,763,511t $ 73,27.  $ 420,59¢ $ 256,88¢ $ 1,012,75

SEASONALITY

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

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Market Risk

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

Interest Rate Risk

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

As of June 30, 2007, we had $1.2 billion in totabtlof which $64.7 million was subject to variabiterest rates (including the $61.8 million
on which we have a reverse interest rate swap)BOR were to increase or decrease by 100 basigqdhe increase or decrease in interest
expense on the variable rate debt would increaseanease future earnings and cash flows by appaigiy $0.7 million annually.

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

The fair value of fixed rate notes payable and sip&eyable to trusts at June 30, 2007 was $1.bmillfhe carrying value of these fixed rate
notes payable at June 30, 2007 was $1.2 billion.
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ITEM 4. CONTROLS AND PROCEDURES
0] Disclosure Controls and Procedures

We maintain disclosure controls and proceduresisniie that information required to be disclosethereports we file pursuant to the
Securities Exchange Act of 1934, as amended, acgded, processed, summarized and reported whkitirne periods specified in the rules
and forms of the Securities and Exchange Commissaiat that such information is accumulated and camaeated to our management,
including our Chief Executive Officer and Chief kirtial Officer, as appropriate, to allow timely émns regarding required disclosure
based on the definition of “disclosure controls gnacedures” in Rule 13a-15(e) of the Exchange ctlesigning and evaluating the
disclosure controls and procedures, managemengmexxd that any controls and procedures, no matierwell designed and operated, can
only provide a reasonable assurance of achieviagléisired control objectives, and in reaching aaeable level of assurance, management
necessarily was required to apply its judgmentvadating the cost-benefit relationship of possifetrols and procedures.

We have formed a disclosure committee to ensuteathdisclosures made by the Company to its sgchalders or the investment
community will be accurate and complete and fairgsent the Company’s financial condition and tssafl operations in all material
respects, and are made on a timely basis as rddujrapplicable laws, regulations and stock exchaequirements.

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

(i) Changes in internal control over financial reporting

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

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are involved in various litigation and proceegditin the ordinary course of business. We are patrty to any material litigation or legal
proceedings, or to the best of our knowledge, hrgattened litigation or legal proceedings, whiahthie opinion of management, will have a
material adverse effect on our financial condittwnesults of operations either individually ortlre aggregate.

ITEM 1A. RISK FACTORS

There have been no material changes in our rigkrfafrom those disclosed in “Part I. Iltem 1A. Riskctors” in our 2006 Annual Report on
Form 10-K. Please refer to that section for disates regarding the risks and uncertainties relatedr business.

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

As described in the notes to our unaudited Conde@smsolidated Financial Statements, upon the aehient of certain levels of net
operating income with respect to 14 of our preifitaddl properties, our CCSs and our Operating Rastrip’s CCUs will convert into
additional shares of common stock and OperatingnBeghip units, respectively. Subject to certarkiup periods and adjustments, the units
are generally exchangeable for shares of commah sto a one-for-one basis or an equivalent amolioagh, at the option of the Company.

As of June 30, 2007, there were 500,350 CCSs ajf@2%CUs converted to common shares and commora@pgPartnership units,
respectively. Based on the performance of the ptiggeas of June 30, 2007, an additional 392,648<C
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and 20,198 CCUs became eligible for conversione Atard of directors approved the conversion af¢i@CS and CCUs on August 1, 2007
as per the Company'’s charter, and the shares atsdware issued on August 3, 2007. The sharesunitsl were issued in private placements
in reliance on Section 3(a)(9) and Section 4(2hefSecurities Act of 1933, as amended, and tles mmd regulations promulgated
thereunder. We received no additional considandtio the conversions.

On June 14, 2007, the Company acquired one seHggtdacility located in San Francisco, Califorfian an unrelated third party for cash of
$867, a loan assumption of $14.1 million, assurretdiabilities of $60 and 218,693 Operating Pashgr units valued at $3,834. The units
were issued in a private placement in relianceegti®n 4(2) of the Securities Act of 1933, as adseh and the rules and regulations
promulgated thereunder. Subject to certain loclpenpods and adjustments, the units are genenratligamgeable into common stock of the
Company on a one-for-one basis or an equivalentuatraf cash, at the option of the Company.

On August 1, 2007, one property was contributetthé¢oOperating Partnership in exchange for consiidersotaling $14.6 million. Preferred
OP Units of 80,905 with a value of $9.8 million weassued along with cash of approximately $4.8iamll The units were issued in a private
placement in reliance on Section 4(2) of the S@earAct of 1933, as amended, and the rules agdlatons promulgated thereunder.
Subject to certain lock-up periods and adjustmehesPreferred OP Units will be redeemable at fiteon of the holder on or after September
1, 2008, which redemption obligation may be sathfiat the Company’s option, in cash or sharets@ommon stock.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

We held our annual meeting of stockholders on M&y2P07. The first item of business was the eleatibseven members of the board of
directors. The votes were tabulated as follows9&9,913 votes were cast for Kenneth M. Woolley @0d,456 votes were withheld;
51,058,067 votes were cast for Anthony Fanticoth 07,302 votes were withheld; 51,039,772 voteswast for Hugh W. Horne and
625,597 votes were withheld; 47,530,424 votes wast for Spencer F. Kirk and 4,134,945 votes wetieheld; 51,193,682 votes were cast
for Joseph D. Margolis and 471,687 votes were weitiih61,063,979 votes were cast for Roger B. Panter601,390 votes were withheld; .
51,119,011 votes were cast for K. Fred Skouserbd6¢B58 votes were withheld. The second item ofrlegs was a proposal to ratify the
selection of Ernst & Young LLP as our independegtistered public accounting firm for the year egddecember 31, 2007. The votes were
tabulated as follows: 51,598,167 were cast for287 were cast against, and 19,914 abstained.

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

Exhibits

10.1 Contribution Agreement, dated June 15, 2007, anfotiip Space Storage LP and various limited partigssaffiliated with
AAAAA Rent-A-Space (incorporated by reference to Exhibit 10.Eafm ¢-K filed on June 18, 2007

10.2 Second Amended and Restated Agreement of Limitemhétahip of Extra Space Storage LP, dated Jun2®¥, (incorporated by
reference to Exhibit 10.1 of Forn-K filed on June 26, 2007

10.3 Promissory Note, dated June 25, 2007, among ExiaaeSStorage LP, H. James Knuppe and Barbara Kr(upgeporated by
reference to Exhibit 10.2 of Forn-K filed on June 26, 2007

10.4 Pledge Agreement, dated June 25, 2007, among Egaiee Storage LP, H. James Knuppe and Barbara Kr{ipgorporated by
reference to Exhibit 10.3 of Forn-K filed on June 26, 2007

10.5 Form of Registration Rights Agreement among Expac® Storage LP, H. James Knuppe and Barbara Kr{upgmeporated by
reference to Exhibit 10.4 of Forn-K filed on June 26, 2007
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31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
31.2 Certification of Chief Financial Officer pursuaint $ection 302 of the Sarba-Oxley Act of 2002

32.1 Certifications of the Chief Executive Officer antli€f Financial Officer pursuant to 18 U.S.C. Setti850, as adopted pursuant to
Section 906 of the Sarbar-Oxley Act of 2002

SIGNATURES

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

EXTRA SPACE STORAGE INC
Registrant

Date: August 8, 2007 /sl Kenneth M. Woolle
Kenneth M. Woolley
Chairman and Chief Executive Offic
(Principal Executive Officer

Date: August 8, 2007 /sl Kent W. Christense
Kent W. Christense
Executive Vice President and Chief Financial Offi
(Principal Financial Officer)
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Exhibit 31.1

CERTIFICATION

I, Kenneth M. Woolley, certify that:

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

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

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

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

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

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

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

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

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

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

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

Date: August 8, 2007 By: /s/ Kenneth M. Woolle

Name: Kenneth M. Woolle
Title: Chairman and Chief Executive Offic




Exhibit 31.2

CERTIFICATION

I, Kent W. Christensen, certify that:

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

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

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

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

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

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

(c) evaluated the effectiveness of the registedisclosure controls and procedures and presentbis report our conclusior
about the effectiveness of the disclosure conintsprocedures, as of the end of the period coumyeldis quarterly report
based on such evaluation; and

(d) disclosed in this quarterly report any change enréigistrant’s internal control over financial retrgg that occurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth fiscal quarter in the case ofaamual report) that has
materially affected, or is reasonably likely to evélly affect, the registrant’s internal contrales financial reporting; and

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

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

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

Date: August 8, 2007 By: /s/ Kent W. Christense

Name: Kent W. Christense
Title: Executive Vice President and Chief Finan€xlicer




Exhibit 32.1

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

The undersigned, the Chief Executive Officer ofrBx@pace Storage Inc. (the “Company”), herebyfgestio his knowledge on the date
hereof, pursuant to 18 U.S.C. 1350(a), as adopieslipnt to Section 906 of the Sarbanes-Oxley A20OP, that the Quarterly Report on
Form 10-Q for the quarter ended June 30, 2007‘Bben 10-Q"), filed concurrently herewith by the @pany, fully complies with the
requirements of Section 13(a) or 15(d) of the SdesrExchange Act of 1934, as amended, and tleainflormation contained in the Form 10-
Q fairly presents, in all material respects, tiaficial condition and results of operations ofGlenpany.

By: /s/ Kenneth M. Woolle

Name: Kenneth M. Woolle

Title: Chairman and Chief Executive Offic
August 8, 2007

The undersigned, the Chief Financial Officer ofl@$pace Storage Inc. (the “Company”), herebyfeestio his knowledge on the date
hereof, pursuant to 18 U.S.C. 1350(a), as adopieslipnt to Section 906 of the Sarbanes-Oxley A20OP, that the Quarterly Report on
Form 10-Q for the quarter ended June 30, 2007‘Bben 10-Q"), filed concurrently herewith by the @pany, fully complies with the
requirements of Section 13(a) or 15(d) of the SdesrExchange Act of 1934, as amended, and tleainflormation contained in the Form 10-
Q fairly presents, in all material respects, tiaficial condition and results of operations ofGloenpany.

By: /s/ Kent W. Christense

Name: Kent W. Christense

Title: Executive Vice President and Chief Finan€ficer
August 8, 2007




