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Statements Regarding Forwar-Looking Information

Certain information set forth in this report comai"forward-looking statements" within the meanafghe federal securities laws.
Forward-looking statements include statements concernimglans, objectives, goals, strategies, futurenésefuture revenues or
performance, capital expenditures, financing nepts or intentions relating to acquisitions antther information that is not historici
information. In some cases, forward-looking statetsean be identified by terminology such as "lvel®" "expects,” "estimates,"” "may,"
"will," "should," "anticipates," or "intends" or th negative of such terms or other comparable teslogy, or by discussions of strategy. We
may also make additional forward-looking statemédram time to time. All such subsequent forwardklog statements, whether written or
oral, by us or on our behalf, are also expresslgldied by these cautionary statements.

All forward-looking statements, including withoirhitation, management's examination of historigag¢@ating trends and estimates of
future earnings, are based upon our current expemta and various assumptions. Our expectationefiseand projections are expressec
good faith and we believe there is a reasonabléslfas them, but there can be no assurance thatagement's expectations, beliefs :
projections will result or be achieved. All forwelooking statements apply only as of the date mateundertake no obligation to publicly
update or revise forward-looking statements whicly ine made to reflect events or circumstances dfeedate made or to reflect the
occurrence of unanticipated events.

There are a number of risks and uncertainties timatld cause our actual results to differ materidlgm the forward-looking statements
contained in or contemplated by this report. Anyird-looking statements should be consideredghtlof the risks referenced in "Part I.
Item 1A. Risk Factors" below. Such factors incluué,are not limited to

. changes in general economic conditions and in thekats in which we operate;

. the effect of competition from new self-storagdifes or other storage alternatives, which wowlduse rents and occupancy
rates to decline;

. potential liability for uninsured losses and envimental contaminatior

. difficulties in our ability to evaluate, finance éintegrate acquired and developed properties ouoexisting operations and to
lease up those properties, which could adversdgctabur profitability;

. the impact of the regulatory environment as welhasonal, state, and local laws and regulationslirding, without limitation
those governing Real Estate Investment Trusts,hadoald increase our expenses and reduce our ceaitedle for distribution

. recent disruptions in credit and financial markatsd resulting difficulties in raising capital atasonable rates, which cou
impede our ability to grow;

. delays in the development and construction proagkih could adversely affect our profitability; én

. economic uncertainty due to the impact of war orotésm, which could adversely affect our businpks.

The forward-looking statements are based on ouefsglassumptions and expectations of our futureopeance, taking into account all
information currently available to us. These baljefssumptions and expectations are subject te g8kl uncertainties and can change as a
result of many possible events or factors, nobfihich are known to us. If a change occurs, aisitbess, financial condition, liquidity and
results of operations may vary materially from th@xpressed in our forward-looking statements. muld carefully consider these risks
before you make an investment decision with redpemtr securities.

We disclaim any duty or obligation to update orisevany forward-looking statements set forth is thhnual Report on Form 10-K to
reflect new information, future events or otherwise




PART |
Item 1. Business

General

Extra Space Storage Inc. ("we," "our," "os'the "Company") is a self-administered and sefiaged real estate investment trust ("RE
formed as a Maryland corporation on April 30, 26@4wn, operate, acquire, develop and redevelofepsmnally managed self-storage
facilities. We closed our initial public offeringlPO") on August 17, 2004. Our common stock is éddn the New York Stock Exchange
under the symbol "EXR."

We were formed to continue the businedsxtfa Space Storage LLC and its subsidiaries (@redecessor"), which had engaged in the
self-storage business since 1977. These compaeiesreorganized after the consummation of our IROwvarious formation transactions. As
of December 31, 2007, we held ownership interes&0b properties located in 33 states and WashingicC. with an aggregate of
approximately 44 million square feet of net renéadgpace and approximately 300,000 customers. Gét&@6 properties, 260 are wholly-
owned, and 346 are owned in joirgnture partnerships. An additional 45 propertiescavned by franchisees or third parties and opdray u:
in exchange for a management fee, bringing totgberties which we own and/or manage to 651.

We operate in two distinct segments: (bperty management, acquisition and developmen{2nekntal operations. Our property
management, acquisition and development activiiielsde managing, acquiring, developing and selialf-storage facilities. The rental
operations activities include rental operationsedf-storage facilities.

Substantially all of our business is coridddhrough Extra Space Storage LP (the "Oper&argnership”), and through our wholbyvnec
Massachusetts business trust subsidiaries. Ouapyiassets are general partner and limited pairttenests in the Operating Partnership. This
structure is commonly referred to as an umbreltaneaship REIT, or UPREIT. We have elected to bedaas a REIT under the Internal
Revenue Code of 1986, as amended (the "InternaiRevCode"). To the extent we continue to quabfa &EIT, we will not be subject to ti
with certain exceptions, on our net taxable incdia is distributed to our stockholders.

We file our annual report on Form 10-K, deady reports on Form 10-Q, current reports omir8rK, and all amendments to those reports
with the Securities and Exchange Commission (tH&C'S. You may obtain copies of these documentsibijing the SEC's Public Reference
Room at 450 Fifth Street, N.W., Washington, D.C544®, by calling the SEC at 1-800-SEC-0330 or byesasing the SEC's website at
http://www.sec.gov. In addition, as soon as realslynaracticable after such materials are furnisteethe SEC, we make copies of these
documents available to the public free of chargeugh our website at www.extraspace.com, or byawiirg our Secretary at our principal
offices, which are located at 2795 East CottonwBatkway, Suite 400, Salt Lake City, Utah 8412%pghbne number (801) 562-5556.

Management

Members of our executive management teara bignificant experience in all aspects of théskrage industry, and have an average of
more than fourteen years of industry experience. Sgnior management team has collectively acqainedor developed more than 700
properties during the past 25 years for the CompireyPredecessor and other entities. Kenneth Mg Chairman and Chief Executive
Officer, and Richard S. Tanner, Senior Vice Pradid@velopment, have worked in the self-storagesty since 1977 and led some of the
earliest self-storage facility development projantthe United States.
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The remainder of our executive managemearhtand their years of industry experience arelasis: Spencer F. Kirk, President, 7 yei
Kent W. Christensen, Executive Vice President ahik{d-inancial Officer, 10 years; Charles L. Alldxecutive Vice President and Chief
Legal Officer, 10 years; and Karl Haas, ExecutiveePresident and Chief Operating Officer, 20 years

Members of the executive management teare paided the Company through substantial growekietbping and acquiring over
$3.2 billion in assets since 1996. This growth Iasn funded through equity offerings and more $®&0 billion in private equity capital since
1998. This private equity capital has come prinydribm sophisticated, high net-worth individualglanstitutional investors such as affiliates
of Prudential Financial, Inc. and Fidelity Investmtse

Our executive management and board of wiredave a significant ownership position in trerpany with executive officers and
directors owning 6,107,401 shares or 9.2% of otstanding common stock as of February 15, 2008.

Industry & Competition

Self-storage facilities refers to propestibat offer do-it-yourself, month-to-month storagpace rental for personal or business use. Self-
storage offers a cost-effective and flexible sterafjernative. Tenants rent fully enclosed spatatsdan vary in size according to their specific
needs and to which they have unlimited, exclusoeess. Tenants have responsibility for moving theins into and out of their units. Self-
storage unit sizes typically range from five fegffive feet to 20 feet by 20 feet, with an interfaight of eight to 12 feet. Properties generally
have on-site managers who supervise and run théoddsty operations, providing tenants with assistaas needed.

Self-storage provides a convenient wayirfdividuals and businesses to store their possessitue to life-changes, or simply because of a
need for storage space. The mix of residentialriisnasing a self-storage property is determined pyoperty's local demographics and often
includes people who are looking to downsize theind) space or others who are not yet settled énp@rmanent residence.

Items that residential tenants place iftst@lrage properties range from cars, boats angéa&onal vehicles, to furniture, household items
and appliances. Commercial tenants tend to incdundgl business owners who require easy and freqoeeiss to their goods, records, extra
inventory or storage for seasonal goods.

Our research has shown that tenants cheoesH-storage property based primarily on the eoience of the site to their home or business,
making high-density, high-traffic population cerstéieal locations for a self-storage property. Apgarty's perceived security and the general
professionalism of the site managers and stafaksee contributing factors to a site's ability tesessfully secure rentals. Although most self-
storage properties are leased to tenants on a rimmtionth basis, tenants tend to continue thegdedor extended periods of time.

There are seasonal fluctuations in occupaates for self-storage properties. Based on gperence, generally, there is increased leasing
activity at self-storage properties during the stenmonths due to the higher number of people wlozage during this period. The highest
level of occupancy is typically at the end of Juifile the lowest level of occupancy is seen ie B¢bruary and early March.

Since inception in the early 1970's, tHés®rage industry has experienced significaniglo In the past ten years, there has been even
greater growth. According to the 2008 Self-StorAgmanac (the "Almanac"), in 1997 there were onlyl®3® self-storage properties in the
United States, with an average occupancy rate 828®f net rentable square feet, compared to 4486lf4torage properties in 2007 with an
average occupancy rate of 81.4% of net rentablarsdfeet. As population densities have increasdldrunited States, there has been an
increase in self-storage awareness and corresgpddirelopment, which we expect will continue in thire.

5




Increased competition has affected ourrissi and has led to both pricing and discount pres$his has limited our ability to increase
revenues in many markets in which we operate. Maagkets have been able to absorb the increasdfistaege development due to superior
demographics and density. However, select markats hot been able to absorb the new facilitieshanve not performed as well.

We have encountered competition when we Isaught to acquire properties, especially for ére# portfolios. Aggressive bidding
practices have been commonplace between both putdiprivate entities, and this competition wilhtiaue to be a challenge for the
Company's growth strategy.

Increased development within the self-gjermdustry has also led to an increased emphasgelocation, property design, innovation
and functionality. We strive to have a creative #agible approach to our development projects &edare open to a broad array of
opportunities because of this flexibility. Thisdspecially true for new sites slated for high-dgngopulation centers. We can offer unique and
attractive architecture to accommodate the requérgsnand tastes of local planning and zoning beoartts to distinguish a facility from other
offerings in the market. Due to the attractive &sgtture of many of our development properties haee been able to eliminate a typical ba
of entry for most self-storage developers in ateaglly reserved for more traditional retail anchooercial users.

The industry is also characterized by fragted ownership. According to the 2008 Almanac ttipeten self-storage companies in the
United States owned approximately 11.6% of tot&.4elf-storage properties, and the top 50 setkgescompanies owned approximately
15.3% of the total U.S. properties. We believe fragmentation will contribute to continued condalion at some level in the future. We also
believe that we are well positioned to be ableadmpete for acquisitions given our enhanced alititgccess capital as a public company and
our historical reputation for closing deals.

After our acquisition of the Storage USAperties on July 14, 2005, we became the secogddaself-storage operator in the United
States. We are now one of four public self-stof@g¢TS along with Public Storage Inc. (NYSE: PSA)v&n SelfStorage, Inc. (NYSE: SS<
and U-Store-It Inc. (NYSE: YSI).

Growth and Investment Strategies

Our primary business objectives are to mize cash flow available for distribution to ouoatholders and to achieve sustainable long-
term growth in cash flow per share in order to nraxe long-term stockholder value. We continue taleate a range of growth initiatives and
opportunities, including the following:

. Maximize the performance of properties through strategic, efficient and proactive management. We plan to pursue revenue
generating and expense minimizing opportunitiestinoperations. Our revenue management team veilk semaximize
revenue by responding to changing market conditibraugh our technology system's ability to providal-time, interactive
rental rate and discount management. Our size sliegreater ability than the majority of our cofitpes to implement
national, regional and local marketing programsicWlve believe will attract more customers to dores at a lower net cost.

. Focus on the acquisition of self-storage properties from strategic partners and third parties. Our acquisitions team will
continue to pursue the acquisition of single propsrand multi-property portfolios that we beliesan provide stockholder
value. Our July 2005 acquisition of Storage USA balstered our reputation as a reliable, ethicgebuwvhich we believe
enhances our ability to negotiate and close nokereml, private deals. In addition, our status asBREIT enables flexibility
when structuring deals.




Develop new self-storage properties. We currently have joint venture and wh-owned development properties and \
continue to develop new sdferage properties in our core markets. Our dewetoyt pipeline through 2009 includes 26 proje
The majority of the projects will be developed owlzolly-owned basis by the Company.

Expand our management business. We see our management business as a future gicoqupeline. We expect to purs
strategic relationships with owners that shouldrggthen our acquisition pipeline through agreemehish give us first right of
refusal to purchase the managed property in thetefe potential sale. Nineteen of our 39 2007ugitions came from this
channel.

Financing of Our Growth Strategies

Regulation

Acquisition and Development Financing

We currently have a $100.0 million revolving lineapedit (the "credit line") that is collateralizég certain of our self-storage
properties. As of December 31, 2007, the credi liad $100.0 million of available capacity basedhenassets collateralizing
the credit line. We expect to maintain a flexibpgpeoach in financing new property acquisitions. plan to finance future
acquisitions through a combination of borrowingslemthe credit line, traditional secured mortgagarfcing, additional equity
offerings and additional joint venture partnerships

Development Joint Venture Financing

We own 326 of our 591 stabilized properties an@d®6ur 60 lease-up properties through joint vergweéh third parties,
including affiliates of Prudential Financial, Ino.each joint venture, we generally manage thetdegay operations of the
underlying properties and have the right to pgptiteé in major decisions relating to sales of progewor financings by the
applicable joint venture. Our joint venture parsspically provide most of the equity capital reqd for the operation of the
respective business. Under the operating agreerfaritse joint ventures, we typically maintain thight to receive between
17.0% and 50.0% of the available cash flow fromrafiens after our joint venture partners have nesbia predetermined retu
and between 17.0% and 50.0% of the available daghffom capital transactions after our joint venatpartners have receive:
return of their capital plus such predeterminedmretMost joint venture agreements include buy-sghits, as well as rights of
first refusal in connection with the sale of prajs by the joint venture.

Disposition of Properties

We will continue to review our portfolio for progirs or groups of properties that are not stratélyitocated and determine
whether to dispose of these properties to fundrajh@wth.

Generally, self-storage properties areexttip various laws, ordinances and regulatiorduding regulations relating to lien sale rights
and procedures. Changes in any of these laws atatézns, as well as changes in laws, such as timep@ehensive Environmental Response
and Compensation Liability Act ("CERCLA"), whichdrease the potential liability for environmentahddions or circumstances existing or
created by tenants or others on properties, or &festing development, construction, operatiorkagp, safety and taxation may result in
significant unanticipated expenditures, loss of-stdrage sites or other impairments to operatiatsch would adversely affect our financial
position, results of operations or cash flows.

Under the Americans with Disabilities A¢tl®90 (the "ADA"), all places of public accommoitat are required to meet certain federal
requirements related to access and use by disabled




persons. These requirements became effective iB. ¥98umber of additional U.S. federal, state avwhl laws also exist that may require
modifications to the properties, or restrict furthenovations thereof, with respect to access thédrg disabled persons. Noncompliance with
the ADA could result in the imposition of finesa@m award of damages to private litigants and abetdcresult in an order to correct any non-
complying feature, thereby requiring substantiglitzd expenditures. To the extent our propertiesrant in compliance, we are likely to incur
additional costs to comply with the ADA.

Insurance activities are subject to staseiiance laws and regulations as determined bgatteular insurance commissioner for each :
in accordance with the McCarran-Ferguson Act, aedsabject to the Gramm-Leach-Bliley Act and thieamry regulations promulgated by the
Federal Trade Commission pursuant thereto.

Property management activities are oftdajesat to state real estate brokerage laws andaggné as determined by the particular real
estate commission for each state.

Changes in any of the laws governing oundet could have an adverse impact on our abdityonduct our business or could materially
affect our financial position, results of operasasr cash flows.

Employees

As of February 15, 2008, we had 1,853 eygss and believe our relationship with our emplsyteebe good. Our employees are not
represented by a collective bargaining agreement.

Iltem 1A. Risk Factors

An investment in our securities involvesioas risks. All investors should carefully congidiee following risk factors in conjunction with
the other information contained in this Annual Re@fore trading in our securities. If any of #nents set forth in the following risks actus
occur, our business, operating results, prospectsiaancial condition could be harmed.

Our performance is subject to risks asdediavith real estate investments. We are a reateesbmpany that derives our income from
operation of our properties. There are a numbéaaibrs that may adversely affect the income thatpooperties generate, including the
following:

Risks Related to Our Properties and Operations

If we are unable to promptly re-let our units or if the rates upon such re-letting are significantlydwer than expected, then our business
and results of operations would be adversely affeetl.

Virtually all of our leases are on a motdhmonth basis. Any delay in re-letting units asasacies arise would reduce our revenues and
harm our operating results. In addition, lower teapected rental rates upon re-letting could impmdegrowth.

We face increasing competition for the acquisitiorof self-storage properties and other assets, whichay impede our ability to make
future acquisitions or may increase the cost of thee acquisitions.

We compete with many other entities engagedal estate investment activities for acquosisi of self-storage properties and other assets
including national, regional and local operatord davelopers of self-storage properties. These etitops may drive up the price we must pay
for self-storage properties or other assets we &eakquire or may succeed in acquiring those ptigseor assets themselves. In addition, our
potential acquisition targets may find our compesitto be more attractive suitors because theyhmasgg greater resources, may be willing to
pay more or may have a more compatible operatiiiggaphy. In addition, the number of entities ahd &mount of funds competing for
suitable investment properties may increase. Tdnispetition will result in increased
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demand for these assets and therefore increassss paid for them. Because of an increased interastgle-property acquisitions among tax-
motivated individual purchasers, we may pay higireres if we purchase single properties in comparigith portfolio acquisitions. If we pay
higher prices for self-storage properties or otig=ets, our profitability will be reduced.

Our investments in development and redevelopment piects may not yield anticipated returns, which wold harm our operating results
and reduce the amount of funds available for distfutions.

A key component of our growth strategyxplering new asset development and redevelopmemirtymities through strategic joint
ventures and on a wholly-owned basis. To the extettwe engage in these development and redevelupactivities, they will be subject to
the following risks normally associated with th@sejects:

. we may be unable to obtain financing for thesequtsj on favorable terms or at ¢
. we may not complete development projects on scleeatulvithin budgeted amounts;
. we may encounter delays or refusals in obtainihgesdessary zoning, land use, building, occupamnclaher required

governmental permits and authorizations; and

. occupancy rates and rents at newly developed ewvetdped properties may fluctuate depending omabeun of factors
including market and economic conditions, and nesyit in our investment not being profitable.

In deciding whether to develop or redevedquarticular property, we make certain assumptiegarding the expected future performance
of that property. We may underestimate the costessary to bring the property up to the standastiblished for its intended market position
or may be unable to increase occupancy at a nesglyied property as quickly as expected or atfall substantial unanticipated delays or
expenses could adversely affect the investmentngtiiom these development or redevelopment pognd harm our operating results,
liquidity and financial condition, which could rdsin a decline in the value of our securities.

We may in the future develop sselbrage properties in geographic regions whereaveod currently have a significant presence andre
we do not possess the same level of familiarity wigvelopment, which could adversely affect oulitgltio develop such properties
successfully or at all or to achieve expected parémce.

We rely on the investments of our joint tega partners for funding our development and reftgament projects. If our reputation in the
self-storage industry changes or the number of investamsidering us an attractive strategic partnethigrwise reduced, our ability to deve
or redevelop properties could be affected, whicluldidimit our growth.

We may not be successful in identifying and consumaiing suitable acquisitions that meet our criteria,which may impede our growth
and negatively affect our stock price.

Our ability to expand through acquisitiaagtegral to our business strategy and requiset® identify suitable acquisition candidates or
investment opportunities that meet our criteria arelcompatible with our growth strategy. We maybesuccessful in identifying suitable
properties or other assets that meet our acquigitideria or in consummating acquisitions or intwesnts on satisfactory terms or at all. Failure
to identify or consummate acquisitions will slowr @uowth, which could in turn adversely affect atwck price.
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Our ability to acquire properties on favaeaterms and successfully integrate and operata tihhay be constrained by the following
significant risks:

. competition from local investors and other reahtssinvestors with significant capital, includintper publich-traded REITs an
institutional investment funds;

. competition from other potential acquirers may #igantly increase the purchase price which coeldiuce our profitability;

. the inability to achieve satisfactory completiordoie diligence investigations and other customényileg conditions

. failure to finance an acquisition on favorable teron at all;

. we may spend more than the time and amounts butigeteake necessary improvements or renovatioasdaired properties;
and

. we may acquire properties subject to unknown litdedl without any recourse, or with only limiteccoairse, such as liabilities -

clean-up of undisclosed environmental contaminatitaims by persons dealing with the former owrtdrhe properties and
claims for indemnification by general partnersediors, officers and others indemnified by the fermwners of the properties.

In addition, strategic decisions by ussas acquisitions, may adversely affect the prfcguo securities.
We may not be successful in integrating and operatg acquired properties.

We expect to make future acquisitions ¢t srage properties. If we acquire any self-sgeraroperties, we will be required to integrate
them into our existing portfolio. The acquired pedjes may turn out to be less compatible withgremth strategy than originally anticipated,
may cause disruptions in our operations or mayrtiwanagement's attention away from day-to-dayatfmers, which could impair our results
of operations as a whole.

We depend upon our on-site personnel to maximizernant satisfaction at each of our properties, and andifficulties we encounter in
hiring, training and maintaining skilled field personnel may harm our operating performance.

We had 1,578 field personnel as of Febrdary2008 in the management and operation of mpepties. The general professionalism of
our site managers and staff are contributing fadimma site's ability to successfully secure remald retain tenants. We also rely upon our field
personnel to maintain clean and secure self-stqpegpeerties. If we are unable to successfully rgctain and retain qualified field personnel,
the quality of service we strive to provide at puoperties could be adversely affected which céedd to decreased occupancy levels and
reduced operating performance.

Other self-storage operators may employ STORE or technology similar to STORE, which could enhance #ir ability to compete with
us.

We rely on STORE, a state-of-the-art, pietary, web-based tracking and yield managemehitaogy, to support all aspects of our
business operations and to help us implement negl@ement and acquisition opportunities and stiatedf other self-storage companies
obtain a license to use STORE, or employ or devaltgchnology similar to STORE, their ability tongpete with us could be enhanced.
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Uninsured losses or losses in excess of our insucarcoverage could adversely affect our financial ndition and our cash flow.

We maintain comprehensive liability, fifmod, earthquake, wind (as deemed necessary mgasred by our lenders), extended coverage
and rental loss insurance with respect to our ptigsewith policy specifications, limits and dedbtts customarily carried for similar
properties. Certain types of losses, however, neagither uninsurable or not economically insurakleh as losses due to earthquakes,
hurricanes, tornadoes, riots, acts of war or temor Should an uninsured loss occur, we could lbmdk our investment in and anticipated prt
and cash flow from a property. In addition, if auch loss is insured, we may be required to pagraficant deductible on any claim for
recovery of such a loss prior to our insurer baihligated to reimburse us for the loss, or the arhofithe loss may exceed our coverage for
the loss. As a result, our operating results magicheersely affected.

Increases in taxes and regulatory compliance costsay reduce our income.

Costs resulting from changes in real estatdaws generally are not passed through to terdirectly and will affect us. Increases in
income, property or other taxes generally are asspd through to tenants under leases and mayereduaet income, funds from operations
("FFQO"), cash flow, financial condition, ability fway or refinance our debt obligations, abilityrtake distributions to stockholders, and the
trading price of our securities. Similarly, changretaws increasing the potential liability for egronmental conditions existing on properties or
increasing the restrictions on discharges or atbaditions may result in significant unanticipategpenditures, which could similarly advers
affect our business and results of operations.

We do not always obtain independent appraisals ofun properties, and thus the consideration paid fothese properties may exceed the
value that may be indicated by third-party appraisds.

We do not always obtain third-party appakEsn connection with our acquisition of propestand the consideration being paid by us in
exchange for those properties may exceed the esluketermined by third-party appraisals. In sugesathe terms of any agreements and the
valuation methods used to determine the valueeptbperties were determined by our senior manageteam.

Environmental compliance costs and liabilities assiated with operating our properties may affect ourresults of operations.

Under various U.S. federal, state and ltaas, ordinances and regulations, owners and tgsraf real estate may be liable for the costs
of investigating and remediating certain hazardausstances or other regulated materials on ordh ptoperty. Such laws often impose such
liability without regard to whether the owner oresator knew of, or was responsible for, the presericsuch substances or materials. The
presence of such substances or materials, orithesféo properly remediate such substances, magradly affect the owner's or operator's
ability to lease, sell or rent such property obtwrow using such property as collateral. Persams arrange for the disposal or treatment of
hazardous substances or other regulated materégidmliable for the costs of removal or remedratd such substances at a disposal or
treatment facility, whether or not such facilityogned or operated by such person. Certain envieotahlaws impose liability for release of
asbestos-containing materials into the air andl tparties may seek recovery from owners or opesatbreal properties for personal injury
associated with asbestos-containing materials.

Certain environmental laws also imposeiliigh without regard to knowledge or fault, form®val or remediation of hazardous substances
or other regulated materials upon owners and operaf contaminated property even after they ngéorown or operate the property.
Moreover, the past or present owner or operataon fndhich a release emanates could be liable fopangonal injuries or
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property damages that may result from such releasesell as any damages to natural resourcesnéatrise from such releases.

Certain environmental laws impose compléabligations on owners and operators of real ptgpéth respect to the management of
hazardous materials and other regulated substafgesxample, environmental laws govern the managewf asbestos-containing materials
and lead-based paint. Failure to comply with tHages can result in penalties or other sanctions.

No assurances can be given that existingarmental studies with respect to any of our prtips reveal all environmental liabilities, tl
any prior owner or operator of our properties did ecreate any material environmental conditionkmawn to us, or that a material
environmental condition does not otherwise exigbaany one or more of our properties. There aigsti®the risk that material environmental
conditions, liabilities or compliance concerns naye arisen after the review was completed or miag & the future. Finally, future laws,
ordinances or regulations and future interpretatiofnexisting laws, ordinances or regulations nrmgadse additional material environmental
liability.

Our investments available-for-sale portfolio is inested in auction rate securities or ARS. Failuresiithese auctions affect our liquidity,
while deterioration in credit ratings of issuers am/or third parties insuring such investments may reuire us to adjust the carrying value
of our investment through an impairment charge to arnings.

At December 31, 2007, we had $24.5 milfian value invested in auction rate securitiesnl&action fails for amounts we have invested
in ARS, our investment will not be liquid. At Decbker 31, 2007, auctions for all of our ARS had failas a result, we will not be able to
access such funds until a future auction on thesesiments is successful or these securities dezmeed. We cannot assure you that an au
with respect to these securities will ever sucaaethat these securities will be redeemed, in witide, we would be required to hold the ARS
until maturity. These investments are non mortgageked and are insured for their principal andrégein the case of default. Related to these
failed auctions, we recorded a $1.2 million otheart-temporary impairment charge and a $1.4 milinporary impairment charge to reduce
the value of our investment in ARS to an estimdédvalue of approximately $21.8 million. To thetent that the auctions continue to fall
and/or the credit rating of the issuers or thedtparties insuring such investments deterioratesinay be required to record further impairment
charges with respect to these securities.

Adverse economic or other conditions in the markets which we do business could negatively affect ooccupancy levels and rental
rates and therefore our operating results.

Our operating results are dependent upomlbility to maximize occupancy levels and rengés in our self-storage properties. Adverse
economic or other conditions in the markets in Wwhie operate may lower our occupancy levels anid or ability to increase rents or
require us to offer rental discounts. If our prdigerfail to generate revenues sufficient to megtaash requirements, including operating and
other expenses, debt service and capital expeeditour net income, FFO, cash flow, financial cbadj ability to make distributions to
stockholders and the trading price of our secwitieuld be adversely affected. The following fagt@mong others, may adversely affect the
operating performance of our properties:

. the national economic climate and the local oraegi economic climate in the markets in which werape, which may be
adversely impacted by, among other factors, ingiigdadwdowns, relocation of businesses and chandgmgographics;

. periods of economic slowdown or recession, risimigrest rates, or declining demand for-storage or the public percepti
that any of these events may occur could resutdgeneral decline in rental rates or an increasenant defaults;
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. local or regional real estate market conditionshsagthe oversupply of s-storage or a reduction in demand for -storage in
particular area;

. perceptions by prospective users of our self-stopgperties of the safety, convenience and aitteaetss of our properties and
the neighborhoods in which they are located:;

. increased operating costs, including the needdpital improvements, insurance premiums, real @stetes and utilities

. changes in the supply of or demand for similarampeting properties in an area;

. the impact of environmental protection laws;

. earthquakes, hurricanes and other natural disagtersrist acts, civil disturbances or acts of waich may result in uninsure

or underinsured losses; and

. changes in tax, real estate and zoning laws.

Risks Related to Our Organization and Structure

Our business could be harmed if key personnel wittong-standing business relationships in the self-@tage industry terminate their
employment with us.

Our success depends, to a significant éxtenthe continued services of our Chairman anieéf@Executive Officer and the other members
of our executive management team. Our executiveagement team has substantial experience in thstee#fge industry. In addition, our
ability to continue to develop properties depenashe significant relationships our executive mamagnt team has developed with our
institutional joint venture partners such as aifiis of Prudential Financial, Inc. There is no gotee that any of them will remain employed by
us. We do not maintain key person life insurancamyof our officers. The loss of services of onenore members of our executive
management team, particularly our Chairman andf@Ehiecutive Officer, could harm our business andmrospects.

We may change our investment and financing strategs and enter into new lines of business without stikholder consent, which may
subject us to different risks.

We may change our investment and finanstrategies and enter into new lines of busineasyatime without the consent of our
stockholders, which could result in our making istveents and engaging in business activities tleatléfierent from, and possibly riskier than,
the investments and businesses described in thiswknt. A change in our investment strategy oremtiry into new lines of business may
increase our exposure to other risks or real estat&et fluctuations.

If other self-storage companies convert to an UPRHI structure or if tax laws change, we may no longehave an advantage in
competing for potential acquisitions.

Because we are structured as an UPREIBrev@ more attractive acquirer of properties tententivated sellers than our competitors that
are not structured as UPREITs. However, if othdrsterage companies restructure their holdingseacome UPREITSs, this competitive
advantage will disappear. In addition, new legislamay be enacted or new interpretations of engsiégislation may be issued by the Internal
Revenue Service ("IRS"), or the U.S. Treasury Diepant that could affect the attractiveness of oBREIT structure so that it may no longer
assist us in competing for acquisitions.
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Tax indemnification obligations may require the Opeating Partnership to maintain certain debt levels.

In connection with the formation transactientered into prior to our IPO in 2004 and cartdher property acquisitions, we agreed to
make available to each of Kenneth M. Woolley, ohaitman and Chief Executive Officer, Richard S. fi@m our Senior Vice President,
Development, and other third parties, the followiag protections: for nine years, with a three-y@dension if the applicable party continues
to own at least 50% of the OP units received lay ihe formation transactions at the expirationthef initial nineyear period, the opportunity
(1) guarantee debt or (2) enter into a special disgation and deficit restoration obligation,an aggregate amount, with respect to the
foregoing contributors, of at least $60.0 millidkie agreed to these provisions in order to assseticontributors in preserving their tax
position after their contributions. These obligatanay require us to maintain certain indebtedtiestsve would not otherwise require for our
business.

Our joint venture investments could be adversely d&cted by our lack of sole decision-making authont.

As of December 31, 2007, we held intergs816 properties through joint ventures. All oéde arrangements could be adversely affected
by our lack of sole decision-making authority, oeliance on co-venturers financial conditions aispgtes between us and our co-venturers.
We expect to continue our joint venture strategyebtering into more joint ventures for the purpotdeveloping new self-storage properties
and acquiring existing properties. In such evertwould not be in a position to exercise sole decisnaking authority regarding the property,
partnership, joint venture or other entity. Theigien-making authority regarding the propertiesauerently hold through joint ventures is
either vested exclusively with our joint venturetpars, is subject to a majority vote of the joiehture partners or equally shared by us and the
joint venture partners. In addition, investmentpamtnerships, joint ventures or other entities nuagler certain circumstances, involve risks
present were a third party not involved, includihg possibility that partners or co-venturers migétome bankrupt or fail to fund their share
of required capital contributions. Partners onveoturers may have economic or other businessesttepr goals which are inconsistent with
business interests or goals, and may be in a pogititake actions contrary to our policies or otijes. Such investments may also have the
potential risk of impasses on decisions, suchsae because neither we nor the partner or cask@mivould have full control over the
partnership or joint venture. Disputes betweenngsgartners or co-venturers may result in litigatio arbitration that would increase our
expenses and prevent our officers and/or direétons focusing their time and efforts on our busmeSonsequently, actions by or disputes
with partners or co-venturers might result in sabijey properties owned by the partnership or jogriture to additional risk. In addition, we
may in certain circumstances be liable for thecaxstiof our third-party partners or co-venturersicivltould harm our financial condition.

Kenneth M. Woolley, our Chairman and Chief Executiwe Officer, Spencer F. Kirk, President, Richard S. &nner, Senior Vice President
Development, Kent W. Christensen, Executive Vice Iesident and Chief Financial Officer, and Charles LAllen, Executive Vice
President and Chief Legal Officer, members of ourenior management team, have outside business intste which could divert their
time and attention away from us, which could harm ar business.

Kenneth M. Woolley, our Chairman and Chieecutive Officer, as well and certain other mershErour senior management team, have
outside business interests. These business irgéneiide the ownership of a seliorage property located in Pico Rivera, Califor@éher thai
this property, the members of our senior managemenhot currently engaged in any other self-s@@givities outside the Company. In
addition, Mr. Woolley's employment agreement inelsidn exception to his non-competition covenargyaumt to which he is permitted to
devote a portion of his time to the managementapetations of Nevada West Development, LLC (forjmkrown as RMI
Development, LLC), a multi-family business in whiel has a majority ownership. Although Mr. Woolkegmployment agreement requires
that he devote substantially his full business tamd attention to us, this agreement also pernist devote time to his outside business
interests. These outside business interests cotddére with his ability to devote time to our mess and affairs and as a result, our business
could be harmed.
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Conflicts of interest could arise as a result of aurelationship with our Operating Partnership.

Conflicts of interest could arise in théuite as a result of the relationships between dsoan affiliates, and our Operating Partnership or
any partner thereof. Our directors and officersehduties to our Company under applicable Marylawdih connection with their management
of our Company. At the same time, we, through olioNy-owned subsidiary, have fiduciary duties, ageaeral partner, to our Operating
Partnership and to the limited partners under Dataviaw in connection with the management of ouer@ing Partnership. Our duties, thro
our wholly-owned subsidiary, as a general partoerr Operating Partnership and its partners mayedato conflict with the duties of our
directors and officers to our Company. The partmeragreement of our Operating Partnership doesauptire us to resolve such conflicts in
favor of either our Company or the limited partnersur Operating Partnership. Unless otherwiseiges for in the relevant partnership
agreement, Delaware law generally requires a geparmer of a Delaware limited partnership to adtte fiduciary duty standards under
which it owes its limited partners the highest dsitof good faith, fairness, and loyalty and whieheyally prohibit such general partner from
taking any action or engaging in any transactiotoaghich it has a conflict of interest.

Additionally, the partnership agreementresgly limits our liability by providing that nehwe, our direct wholly-owned Massachusetts
business trust subsidiary, as the general parfrteedperating Partnership, nor any of our orrttreistees, directors or officers, will be liable
or accountable in damages to our Operating Patftiperthe limited partners or assignees for ermijsilgment, mistakes of fact or law or for
any act or omission if we, or such trustee, direotoofficer, acted in good faith. In addition, dDperating Partnership is required to indemnify
us, our affiliates and each of our respective ¢t officers, directors, employees and agentsetéullest extent permitted by applicable law
against any and all losses, claims, damages,itiabi(whether joint or several), expenses (inalgdiwithout limitation, attorneys' fees and o
legal fees and expenses), judgments, fines, settitand other amounts arising from any and alindademands, actions, suits or
proceedings, civil, criminal, administrative or @stigative, that relate to the operations of ther@ng Partnership, provided that our
Operating Partnership will not indemnify for (1)IMl misconduct or a knowing violation of the la{2) any transaction for which such person
received an improper personal benefit in violatioreach of any provision of the partnership agrmes, or (3) in the case of a criminal
proceeding, the person had reasonable cause &vbetie act or omission was unlawful.

The provisions of Delaware law that alldve tommon law fiduciary duties of a general partodye modified by a partnership agreement
have not been resolved in a court of law, and we mt obtained an opinion of counsel coveringditavisions set forth in the partnership
agreement that purport to waive or restrict oundidry duties that would be in effect under comrtan were it not for the partnership
agreement.

Our management's ownership of contingent conversioghares, or CCSs, and contingent conversion unitsf CCUs, may cause them to
devote a disproportionate amount of time to the pdormance of the related 14 wholly-owned lease-up pperties, which could cause our
overall operating performance to suffer.

In connection with our IPO, we issued tdae contributors, which included certain membareur senior management, CCSs and/or a
combination of OP units and CCUs. The terms of@Ss and CCUs provide that they will convert into common stock and OP units,
respectively, only if the relevant 14 lease-up ertips identified at the time of the IPO achievedified performance thresholds prior to
December 31, 2008. As a result, our directors dficeos who own CCSs and CCUs may have an incemdickevote a disproportionately large
amount of their time and attention to these praggih comparison with our remaining propertiesiolilcould harm our overall operating
results.
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We may pursue less vigorous enforcement of terms obntribution and other agreements because of comdts of interest with certain of
our officers.

Kenneth M. Woolley, our Chairman and CligEcutive Officer, Spencer F. Kirk, President, KéhtChristensen, Executive Vice
President and Chief Financial Officer, Charles leA, Executive Vice President and Chief Legal &dfi and Richard S. Tanner, Senior Vice
President, Development had direct or indirect owhigrinterests in certain properties that were rdomnted to our Operating Partnership in the
formation transactions. Following the completiortio# formation transactions, we, under the agreésiretating to the contribution of such
interests, became entitled to indemnification aachdges in the event of breaches of representaiiomarranties made by the contributors. In
addition, Kenneth M. Woolley's employment agreemeciudes an exception to his noompetition covenant pursuant to which he is peaet
to devote time to the management and operationewvdda West Development, LLC (formerly known as Rdélvelopment, LLC), a multi-
family business. None of these contribution and-aompetition agreements was negotiated at an demgh basis. We may choose not to
enforce, or to enforce less vigorously, our rigintsler these contribution and non-competition agesgmbecause of our desire to maintain our
ongoing relationships with the individuals partythese agreements.

Certain provisions of Maryland law and our organizaional documents, including the stock ownership lirt imposed by our charter,
may inhibit market activity in our stock and could prevent or delay a change in control transaction.

Our charter, subject to certain exceptiaughorizes our directors to take such actiongas@cessary and desirable to preserve our
qualification as a REIT and to limit any persoratiiual or constructive ownership of no more th&%/(by value or by number of shares,
whichever is more restrictive) of our outstandimgnenon stock or 7.0% (by value or by number of shamdichever is more restrictive) of our
outstanding capital stock. Our board of directorsts sole discretion, may exempt a proposed femas from the ownership limit. However,
our board of directors may not grant an exemptiomfthe ownership limit to any proposed transfavbese ownership could jeopardize our
qualification as a REIT. These restrictions on omghg will not apply if our board of directors deténes that it is no longer in our best
interests to attempt to qualify, or to continugtmlify, as a REIT. The ownership limit may delayirapede a transaction or a change of coi
that might involve a premium price for our secestor otherwise be in the best interests of owkstmders. Different ownership limits apply
the family of Kenneth M. Woolley, certain of hidiiftes, family members and estates and trustaiéalr for the benefit of the foregoing and
Spencer F. Kirk, certain of his affiliates, famityembers and estates and trusts formed for the ibehétie foregoing and certain designated
investment entities (as defined in our charter).

Our board of directors has the power to issue addibnal shares of our stock in a manner that may nadbe in the best interest of our
stockholders.

Our charter authorizes our board of directo issue additional authorized but unissuedeshaf common stock or preferred stock and to
increase the aggregate number of authorized sbatbs number of shares of any class or serieowitstockholder approval. In addition, our
board of directors may classify or reclassify anjsaued shares of common stock or preferred stodlsat the preferences, rights and other
terms of the classified or reclassified shares. ltoard of directors could issue additional shafemio common stock or establish a series of
preferred stock that could have the effect of delgydeferring or preventing a change in controbthrer transaction that might involve a
premium price for our securities or otherwise n@tibthe best interests of our stockholders.
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Our rights and the rights of our stockholders to t&ke action against our directors and officers are tited.

Maryland law provides that a director diicgr has no liability in that capacity if he oresperforms his or her duties in good faith, in a
manner he or she reasonably believes to be inestribterests and with the care that an ordinarilident person in a like position would use
under similar circumstances. In addition, our afraeliminates our directors' and officers' liakilib us and our stockholders for money
damages except for liability resulting from actredeipt of an improper benefit in money, propentgervices or active and deliberate
dishonesty established by a final judgment and wviianaterial to the cause of action. Our bylavegiiie us to indemnify our directors and
officers for liability resulting from actions takday them in those capacities to the maximum exgenmitted by Maryland law. As a result, we
and our stockholders may have more limited riglyrest our directors and officers than might othsenexist under common law. In addition,
we may be obligated to fund the defense costs liady our directors and officers.

To the extent our distributions represent a returnof capital for U.S. federal income tax purposes, agwstockholders could recognize an
increased capital gain upon a subsequent sale ofmmon stock.

Distributions in excess of our current @esdumulated earnings and profits and not treataeaskas a dividend will not be taxable to a U.S.
stockholder under current U.S. federal income &axto the extent those distributions do not exdbedstockholder's adjusted tax basis in his,
her, or its common stock, but instead will consgita return of capital and will reduce such adistasis. If distributions result in a reductior
a stockholder's adjusted basis in such holder'sramstock, subsequent sales of such holder's consitook will result in recognition of an
increased capital gain or decreased capital losgalthe reduction in such adjusted basis.

Risks Related to the Real Estate Industry
Our primary business involves the ownership, operabn and development of self-storage properties.

Our current strategy is to own, operate deklop only self-storage properties. Consequemwidyare subject to risks inherent in
investments in a single industry. Because investmiarreal estate are inherently illiquid, thisaségy makes it difficult for us to diversify our
investment portfolio and to limit our risk when @cmic conditions change. Decreases in market raatgtive tax, real estate and zoning law
changes and changes in environmental protectios taay also increase our costs, lower the valueioinvestments and decrease our income,
which would adversely affect our business, finahoimdition and operating results.

Any negative perceptions of the self-storage indust generally may result in a decline in our stock pce.

To the extent that the investing public hasegative perception of the self-storage indusitiy value of our securities may be negatively
impacted, which could result in our securities itmgcdbelow the inherent value of our assets.

Costs associated with complying with the Americanwith Disabilities Act of 1990 may result in unantigpated expenses.

Under the ADA, all places of public accormdation are required to meet certain federal requirgs related to access and use by disablec
persons. These requirements became effective i. ¥8umber of additional U.S. federal, state ay@hl laws may also require modifications
to our properties, or restrict certain further remtions of the properties, with respect to accleseeto by disabled persons. Noncompliance with
the ADA could result in the imposition of finesa@m award of damages to private litigants and abetdcresult in an order to correct any non-
complying feature,
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which could result in substantial capital expenditu We have not conducted an audit or investigaifall of our properties to determine our
compliance and we cannot predict the ultimate eabsbmpliance with the ADA or other legislation.dfie or more of our properties is not in
compliance with the ADA or other legislation, thee would be required to incur additional costsriadpthe facility into compliance. If we
incur substantial costs to comply with the ADA ¢her legislation, our financial condition, resudfsoperations, cash flow, per share trading
price of our securities and our ability to satiefyr debt service obligations and to make distrimgito our stockholders could be adversely
affected.

llliquidity of real estate investments could signifcantly impede our ability to respond to adverse canges in the performance of our
properties.

Because real estate investments are rekatiliquid, our ability to promptly sell one orane properties in our portfolio in response to
changing economic, financial and investment coodgiis limited. The real estate market is affettgdnany factors, such as general economic
conditions, availability of financing, interest eatand other factors, including supply and demtrzad,are beyond our control. We cannot
predict whether we will be able to sell any propdatr the price or on the terms set by us or whetimy price or other terms offered by a
prospective purchaser would be acceptable to usalgdecannot predict the length of time neededhitb & willing purchaser and to close the
sale of a property.

We may be required to expend funds to cbtefects or to make improvements before a prgmam be sold. We cannot assure you that
we will have funds available to correct those defer to make those improvements. In acquiringogp@rty, we may agree to transfer
restrictions that materially restrict us from gsgdlithat property for a period of time or imposeenttestrictions, such as a limitation on the
amount of debt that can be placed or repaid onptttgterty. These transfer restrictions would impedeability to sell a property even if we
deem it necessary or appropriate.

Any investments in unimproved real property may tale significantly longer to yield income-producing réurns, if at all, and may result
in additional costs to us to comply with re-zoningestrictions or environmental regulations.

We have invested in the past, and may irinethe future, in unimproved real property. Unimoyed properties generally take longer to
yield incomeproducing returns based on the typical time remglifor development. Any development of unimproveapprty may also expose
us to the risks and uncertainties associated witoning the land for a higher use or developmedtemvironmental concerns of governmental
entities and/or community groups. Any unsuccedsfidstments or delays in realizing an incopreducing return or increased costs to dev
unimproved real estate could restrict our abilityeirn our targeted rate of return on an investroeatlversely affect our ability to pay
operating expenses which would harm our finan@aldition and operating results.

Risks Related to Our Debt Financings

Required payments of principal and interest on borowings may leave us with insufficient cash to opeta our properties or to pay the
distributions currently contemplated or necessary ® maintain our qualification as a REIT and may expae us to the risk of default
under our debt obligations.

As of December 31, 2007, we had approxipéie.3 billion of outstanding indebtedness. Weestgo incur additional debt in connection
with future acquisitions. We may borrow under orgdit line or borrow new funds to acquire theseifetproperties. Additionally, we do not
anticipate that our internally generated cash flaivbe adequate to repay our existing indebtedmgss maturity and, therefore, we expect to
repay our indebtedness through refinancings anityeapad/or debt offerings.
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Further, we may need to borrow funds to make distions required to maintain our qualification aREIT or to meet our expected
distributions.

If we are required to utilize our creditdifor purposes other than acquisition activitis thill reduce the amount available for acquision
and could slow our growth. Therefore, our levetiebt and the limitations imposed on us by our dgiotements could have significant adve
consequences, including the following:

. our cash flow may be insufficient to meet our regdiprincipal and interest payments;

. we may be unable to borrow additional funds as eéedt on favorable terms, including to make actjoiss or distributions
required to maintain our qualification as a REIT;

. we may be unable to refinance our indebtednessatrity or the refinancing terms may be less falteahan the terms of our
original indebtedness;

. because a portion of our debt bears interest &hblarrates, an increase in interest rates couténadly increase our intere
expense;

. we may be forced to dispose of one or more of oopgrties, possibly on disadvantageous terms;

. after debt service, the amount available for distibns to our stockholders is reduc

. our debt level could place us at a competitivediisatage compared to our competitors with less;«

. we may experience increased vulnerability to ecdo@nd industry downturns, reducing our abilityréspond to changing

business and economic conditions;

. we may default on our obligations and the lendemmartgagees may foreclose on our properties #matre their loans ar
receive an assignment of rents and leases;

. we may violate restrictive covenants in our loaoutoents, which would entitle the lenders to acegéeour debt obligations;
and
. our default under any one of our mortgage loanhk wibss-default or cross-collateralization prowisi@ould result in a default

on other indebtedness or result in the foreclosofesher properties.

We could become highly leveraged in the future beaae our organizational documents contain no limitabn on the amount of debt we
may incur.

Our organizational documents contain natéittons on the amount of indebtedness that wauoQperating Partnership may incur. We
could alter the balance between our total outstanitidebtedness and the value of our portfolingttane. If we become more highly
leveraged, then the resulting increase in debiceoould adversely affect our ability to make payits on our outstanding indebtedness and to
pay our anticipated distributions and/or the disttions required to maintain our REIT qualificati@md could harm our financial condition.

Increases in interest rates may increase our intes¢ expense and adversely affect our cash flow androability to service our
indebtedness and make distributions to our stockhdkrs.

As of December 31, 2007 we had approxingai#l3 billion of debt outstanding, of which appirately $124.9 million, or 9.5%, was
subject to variable interest rates (including $6hiBion on which we had a reverse interest ratagwThis variable rate debt had a weighted
average interest rate of approximately 5.9% peuanrncreases in interest rates on this varialiledabt would increase our interest expense,
which could harm our cash flow and our ability sypistributions. For example,

19




if market rates of interest on this variable ragétdncreased by 100 basis points, the increasgdrest expense would decrease future earnings
and cash flows by approximately $1.2 million anhual

Failure to hedge effectively against interest ratehanges may adversely affect our results of operatis.

In certain cases we may seek to managexqugosure to interest rate volatility by using iegtrrate hedging arrangements. Hedging
involves risks, such as the risk that the count#ypaay fail to honor its obligations under an agament. Failure to hedge effectively against
interest rate changes may adversely affect ounéilahcondition, results of operations and abildymake distributions to our stockholders.

Recent disruptions in the financial markets could &ect our ability to obtain debt financing on favorable terms (or at all) and have othe
adverse effects on us.

The United States credit markets have rcerperienced significant dislocations and liquidlisruptions which have caused the spreads
on prospective debt financings to widen considgrabhese circumstances have materially impactaddity in the debt markets, making
financing terms for borrowers less attractive, andertain cases have resulted in the unavailghofitcertain types of debt financing. Contint
uncertainty in the credit markets may negativelpaat our ability to access additional debt finagadn to refinance existing debt maturities on
favorable terms (or at all), which may negativeffeet our ability to make acquisitions and fundremt and future development projects. A
prolonged downturn in the credit markets may caiss® seek alternative sources of potentially &ssctive financing, and may require us to
adjust our business plan accordingly. In addittbase factors may make it more difficult for us&dl properties or may adversely affect the
price we receive for properties that we do selp@spective buyers may experience increased obdbt financing or difficulties in obtainir
debt financing. These events in the credit markat®e also had an adverse effect on other finanw@akets in the United States, which may
make it more difficult or costly for us to raisep@tal through the issuance of common stock, pretestock or other equity securities. These
disruptions in the financial markets may have otdwbrerse effects on us or the economy generally.

Risks Related to Qualification and Operation as a BIT

To maintain our qualification as a REIT, we may beforced to borrow funds on a short-term basis duringunfavorable market
conditions.

To qualify as a REIT, we generally mustrilisite to our stockholders at least 90% of ourtagable income each year, excluding net
capital gains, and we are subject to regular catedncome taxes to the extent that we distribege than 100% of our net taxable income each
year. In addition, we are subject to a 4% nondeldiecéxcise tax on the amount, if any, by whichrilisitions made by us in any calendary
are less than the sum of 85% of our ordinary incd¥B@6 of our capital gain net income and 100% ofundistributed income from prior
years. In order to maintain our REIT qualificatemd avoid the payment of income and excise taxesnay need to borrow funds on a s-
term basis, or possibly long-term, to meet the RdiIribution requirements even if the then pramgilmarket conditions are not favorable for
these borrowings. These borrowing needs couldtrésuh a difference in timing between the actuakipt of cash and inclusion of income for
U.S. federal income tax purposes, or the effectoof-deductible capital expenditures, the creatfoegerves or required debt amortization
payments.

Dividends payable by REITs generally do not qualifyfor reduced tax rates.

The maximum U.S. federal income tax ratedigidends paid by domestic corporations to indixl U.S. stockholders is 15% (through
2010). Dividends paid by REITs, however, are gdhera
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not eligible for the reduced rates. The more fableraates applicable to regular corporate divideswidd cause stockholders who are
individuals to perceive investments in REITs tar&latively less attractive than investments insteeks of non-REIT corporations that pay
dividends, which could adversely affect the val@ithe stock of REITs, including our securities.

In addition, the relative attractivenessedl estate in general may be adversely affegtdtidofavorable tax treatment given to corporate
dividends, which could negatively affect the vatdeur properties.

Possible legislative or other actions affecting RHIs could adversely affect our stockholders.

The rules dealing with U.S. federal incoreation are constantly under review by personslired in the legislative process and by the
IRS and the U.S. Treasury Department. Changextiates (which changes may have retroactive applinatould adversely affect our
stockholders. It cannot be predicted whether, whrewhat forms, or with what effective dates, the laws applicable to us or our stockholders
will be changed.

The power of our board of directors to revoke our FEIT election without stockholder approval may causexdverse consequences to our
stockholders.

Our charter provides that our board ofctives may revoke or otherwise terminate our REEC&EbN, without the approval of our
stockholders, if it determines that it is no longeour best interests to continue to qualify &ET. If we cease to qualify as a REIT, we wc
become subject to U.S. federal income tax on owtiie income and would no longer be required ttritliste our net taxable income to our
stockholders, which may have adverse consequemcttgdotal return to our stockholders.

Our failure to qualify as a REIT would have significant adverse consequences to us and the value of stock.

We believe we operate in a manner thatallos to qualify as a REIT for U.S. federal incaiave purposes under the Internal Revenue
Code. If we fail to qualify as a REIT or lose owrafjfication as a REIT at any time, we will faceisas tax consequences that would
substantially reduce the funds available for disttion for each of the years involved because:

. we would not be allowed a deduction for distribntdo stockholders in computing our taxable incame would be subject |
U.S. federal income tax at regular corporate rates;

. we also could be subject to the U.S. federal atidra minimum tax and possibly increased statelacal taxes; an

. unless we are entitled to relief under applicabdéusory provisions, we could not elect to be tagsd REIT for four taxabl
years following a year during which we were disdfied.

In addition, if we fail to qualify as a RElwe will not be required to make distributionsstockholders, and all distributions to
stockholders will be subject to tax as regular oaape dividends to the extent of our current armiawilated earnings and profits. This means
that our U.S. individual stockholders would be @wa our dividends at capital gains rates, andb8t corporate stockholders would be
entitled to the dividends received deduction wihpect to such dividends, subject, in each casgplicable limitations under the Internal
Revenue Code. If we fail to qualify as a REIT fedéral income tax purposes and are able to avesebues of one or more of the relief
provisions under the Internal Revenue Code in amlemaintain our REIT status, we may neverthelesgeuired to pay penalty taxes of
$50,000 or more for each such failure. As a resfudill these factors, our failure to qualify as BIR also could impair our ability to expand our
business and raise capital, and could adversetgtatfie value of our securities.
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Quialification as a REIT involves the apation of highly technical and complex Internal Rewe Code provisions for which there are
only limited judicial and administrative interprétas. The complexity of these provisions and &f éipplicable Treasury regulations that have
been promulgated under the Internal Revenue Cogieéder in the case of a REIT that, like us, hiklassets through a partnership. The
determination of various factual matters and cirstamces not entirely within our control may affeat ability to qualify as a REIT. In order to
qualify as a REIT, we must satisfy a number of mequents, including requirements regarding the casitipn of our assets, the sources of our
gross income and the owners of our stock. Ourtglidi satisfy the asset tests depends upon ouysiaaf the fair market value of our assets,
some of which are not susceptible to precise deétation, and for which we will not obtain indepentlappraisals. Also, we must make
distributions to stockholders aggregating annuatlieast 90% of our net taxable income, excludimgjtal gains, and we will be subject to
income tax at regular corporate rates to the extendistribute less than 100% of our net taxabdemne including capital gains. In addition,
legislation, new regulations, administrative intetptions or court decisions may adversely affectiovestors, our ability to qualify as a REIT
for U.S. federal income tax purposes or the desitbf an investment in a REIT relative to othevestments. Although we believe that we
have been organized and have operated in a maratéas intended to allow us to qualify for taxatama REIT, we can give no assurance that
we have qualified or will continue to qualify aR&IT for tax purposes. We have not requested anmtbtiplan to request a ruling from the
Internal Revenue Service regarding our qualificatis a REIT.

We will pay some taxes.

Even though we qualify as a REIT for U&ldral income tax purposes, we will be requiregayp some U.S. federal, state and local taxes
on our income and property. Extra Space Managermentmanages self-storage properties for our jeémture properties and properties
owned by third parties. We, jointly with Extra Spadanagement, Inc., elected to treat Extra Spaasalflament, Inc. as a "taxable REIT
subsidiary" of our Company for U.S. federal incotae purposes. A taxable REIT subsidiary is a ftdlyable corporation, and may be limited
in its ability to deduct interest payments madagoln addition, we will be subject to a 100% pgntdx on certain amounts if the economic
arrangements among our tenants, our taxable REJidiary and us are not comparable to similar g@arents among unrelated parties or if
we receive payments for inventory or property Heldsale to customers in the ordinary course ofrimss. Also, if we sell property as a dealer
(i.e., to customers in the ordinary course of cadé¢ or business), we will be subject to a 100%alpetax on any gain arising from such sales.
While we don't intend to sell properties as a de#te IRS could take a contrary position. To tkeeet that we are or our taxable REIT
subsidiary is required to pay U.S. federal, stateacal taxes, we will have less cash availabledistribution to stockholders.

Complying with REIT requirements may cause us to frego otherwise attractive opportunities.

To qualify as a REIT for U.S. federal ina®tax purposes, we must continually satisfy testeerning, among other things, the sources of
our income, the nature and diversification of cgseds, the amounts we distribute to our stockhslded the ownership of our stock. In orde
meet these tests, we may be required to foregacttte business or investment opportunities. Thampliance with the REIT requirements
may adversely affect our ability to operate sotelynaximize profits.

Iltem 1B. Unresolved Staff Comments
None.
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Iltem 2. Properties

As of December 31, 2007, we owned or hadeyship interests in 606 sedferage properties located in 33 states and Watshin®.C. Of
these properties, 260 are whotiyned and 346 are held in joint ventures. In addjtive managed an additional 45 properties forchiaees o
third parties bringing the total number of propestivhich we own and/or manage to 651. We receimarsagement fee equal to approximately
6% of gross revenues to manage the joint venthirg, party and franchise sites. As of December2BD;7, we owned or had ownership interest
in approximately 44 million square feet of spacefigured in approximately 420,000 separate stotages. Approximately 70% of our
properties are clustered around the larger populatenters, such as Atlanta, Baltimore/Washindgib@,, Boston, Chicago, Dallas, Houston,
Las Vegas, Los Angeles, Miami, New York City, Odan Philadelphia, Phoenix, St. Petersburg/TampaSamdFrancisco. These markets
contain above-average population and income derpb@gsfor new self-storage properties. The clustedf assets around these population
centers enables us to reduce our operating casisgh economies of scale. The Storage USA acauuisiti 2005 gave us an increased scale in
many core markets as well as a foothold in manykeatarwhere we had no previous presence.

We consider a property to be in the le@setage after it has been issued a certificateafipancy, but before it has achieved stabiliza
We consider a property to be stabilized once itdwseved either an 80% occupancy rate for a dirymeasured as of January 1, or has been
open for three years.

As of December 31, 2007, approximately B00,tenants were leasing storage units at the Gfdepties that we own and/or manage,
primarily on a month-to-month basis, providing flexibility to increase rental rates over time aarket conditions permit. Although leases are
shortterm in duration, the typical tenant tends to renaiour properties for an extended period of tifa. properties that were stabilized a
December 31, 2007, the median length of stay wpsoapnately eleven months.

Our property portfolio is made up of difat types of construction and building configurati@epending on the site and the municipality
where it is located. Most often sites are what wesaer "hybrid" facilities, a mix of both drive-dguildings and multftoor buildings. We hav
a number of multi-floor buildings with elevator &ss only, and a number of facilities featuring gidloor access only.

The following table sets forth additionafdrmation regarding the occupancy of our stabilipeoperties on a state-by-state basis as of
December 31, 2007 and 2006. The information asemfeinber 31, 2006 is on a pro forma basis as thalligiiie properties owned at
December 31, 2007 were under our control as of bbee 31, 2006.
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Stabilized Property Data Based on Locatiot

Company Pro forma Company Pro forma Company Pro forma

Number of ~ Number of  Net Rentable Net Rentable

Units as of  Units as of Square Feetas Square Feetas Square Foot Square Foot

Number of Dec. 31, 2007 Dec. 31, of of Occupancy % Occupancy %
Location Properties ) 2006 Dec. 31, 2007(z Dec. 31,2006 Dec. 31, 2007 Dec. 31, 2006
Wholly -owned properties
Alabama 1 58t 60¢ 76,68t 76,29: 75.7% 70.8%
Arizona 4 2,26¢ 2,25¢ 279,86¢ 279,15 89.1% 91.€%
California 42 34,85¢ 34,84 3,322,10 3,314,08 82.9% 82.2%
Colorado 6 2,94% 2,96¢€ 360,94: 359,49: 85.1% 85.6%
Connecticur 1 74E 74E 62,50¢ 62,43( 82.6% 78.7%
Florida 28 18,61¢ 18,61¢ 1,952,85 1,951,17. 83.4% 86.2%
Georgia 12 6,44 6,481 835,38t 835,30: 85.(% 85.%
Hawaii 2 2,87¢ 2,86¢ 150,08t 154,41: 79.5% 81.2%
lllinois 4 2,67¢ 2,671 263,58 264,08: 85.7% 85.4%
Indiana 1 58¢ 59C 62,25( 62,25( 84.(% 85.8%
Kansas 1 50€ 502 49,94( 49,94( 90.4% 89.4%
Kentucky 3 1,591 1,57¢ 194,47( 194,35: 82.% 83.1%
Louisiana 2 1,411 1,41 148,15! 147,99( 87.2% 92.€%
Maryland 9 7,45( 7,36t 795,59t 764,02t 83.71% 83.1%
Massachusett 24 13,50¢ 13,48¢ 1,432,79 1,437,79. 82.(% 82.(%
Michigan 2 1,04( 1,04¢€ 135,47: 134,72: 84.5% 80.5%
Missouri 6 3,17 3,15¢ 375,55 374,96: 83.(% 84.1%
Nevade 2 1,25¢ 1,24( 132,06! 130,93! 83.¢% 84.(%
New Hampshire 2 1,007 1,00€ 125,90¢ 125,60¢ 82.9% 81.€%
New Jerse) 21 17,09t 17,11( 1,669,26. 1,671,05: 83.5% 85.2%
New Mexico 1 502 531 61,69( 67,29( 87.1% 94.4%
New York 8 7,23: 7,24¢ 487,78 487,23¢ 80.2% 80.(%
Ohio 4 2,027 2,042 273,23t 275,29: 82.5% 83.2%
Oregon 1 764 767 103,45( 103,61( 88.5% 86.€%
Pennsylvani 8 6,14¢ 6,134 639,37 641,92: 83.(% 82.9%
Rhode Islanc 1 72€ 73C 75,20: 75,24 87.€% 85.5%
South Carolin: 4 2,067 2,06¢ 245,73 245,73 89.6% 89.(%
Tennesse 6 3,521 3,53¢ 476,61. 474,85 81.7% 86.£%
Texas 19 11,85¢ 11,96 1,337,18: 1,343,04 87.2% 84.%%
Utah 3 1,53¢ 1,531 210,64 210,35( 91.1% 91.%%
Virginia 4 2,88¢ 2,89: 272,69 272,66: 82.% 80.4%
Washingtor 3 2,031 2,03( 244,86! 244,59! 89.1% 93.%
Total Wholly -Owned
Stabilized 23E 161,94( 162,01! 16,853,96 16,831,88 83.9% 84.%%
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Joint-venture properties
Alabama 3 1,70¢ 1,72C 205,63t 205,49: 85.2% 88.4%
Arizona 11 6,90( 6,89¢ 751,52t 751,26t 87.(% 92.1%
California 73 52,38¢ 52,45 5,384,02: 5,383,85! 87.€% 86.7%
Colorado 2 1,33¢ 1,33¢ 158,06: 158,01: 81.%% 80.2%
Connecticu 8 5,97¢ 5,97¢ 690,42: 689,73 77.2% 78.8%
Delaware 1 58¢ 58¢ 71,65¢ 71,65¢ 91.8% 87.5%
Florida 23 19,31« 19,29( 1,951,311 1,941,48 83.9% 84.%
Georgia 3 1,88¢ 1,91¢ 246,92t 251,51 81.(% 78.5%
lllinois 6 4,00¢ 4,02¢ 431,54 433,29. 80.7% 77.%
Indiana 8 3,15% 3,14:% 406,50: 406,11: 85.8% 85.7%
Kansas 3 1,217 1,21¢ 163,70! 164,20( 82.2% 85.(%
Kentucky 4 2,28¢ 2,27¢ 268,54 268,33 86.% 82.6%
Maryland 13 10,22: 10,21¢ 1,013,29: 1,012,84: 84.2% 83.1%
Massachusett 16 8,48( 8,563¢ 972,51! 974,41! 81.2% 81.1%
Michigan 10 5,95¢ 5,957 784,30: 783,03: 86.2% 78.0%
Missouri 2 954 952 118,19! 118,23! 84.6% 72.%
Nevade 7 4,63¢ 4,642 620,17 620,69t 88.6% 88.4%
New Hampshire 3 1,321 1,32 137,55: 137,75: 85.1% 83.6%
New Jerse) 20 15,13¢ 15,14¢ 1,592,74. 1,590,68! 80.£% 85.4%
New Mexico 8 4,201 4,197 462,11( 462,12- 80.1% 82.4%
New York 21 22,15¢ 22,11¢ 1,720,22! 1,715,11 86.7% 84.1%
Ohio 11 5,017 5,031 749,42 752,20: 81.4% 84.4%
Oregon 2 1,28¢ 1,28¢ 136,66( 137,14 88.6% 92.5%
Pennsylvani 9 6,471 6,48:% 687,04t 688,04( 83.4% 83.5%
Rhode Islanc 1 61C 611 73,88( 73,90¢ 71.5% 69.2%
Tennesse 22 11,80: 11,85( 1,549,31. 1,549,21 85.2% 85.4%
Texas 18 11,83¢ 11,86¢ 1,521,30! 1,520,26 78.% 77.1%
Utah 1 52(C 52C 59,50( 59,40( 88.£% 89.4%
Virginia 15 10,41« 10,381 1,107,781 1,106,64! 84.%% 80.%
Washingtor 1 551 551 62,73( 62,73( 88.51% 82.2%
Washington, DC 1 1,53¢ 1,53€ 102,00: 101,99( 89.5% 86.€%



Total Stabilized Joint-
Ventures 32€ 223,87" 224,06" 24,200,63 24,191,39 84.4% 83.¢%

Managed properties

California 4 2,68( 2,68t 333,17! 333,17! 74.% 80.2%
Colorado 1 512 512 56,24( 56,24( 89.2% 82.9%
Florida 1 S 57C 56,84¢ 56,53¢ 90.1% 92.4%
Georgia 7 4,53¢ 4,55k 485,43« 488,47! 84./% 84.5%
Maryland 3 3,24¢ 3,13¢ 278,87 258,61: 81.7% 79.5%
Nevadz 1 43¢ 44C 61,23t 61,23t 82.7% 78.8%
New Jerse) 2 1,101 1,09¢ 131,70° 131,49: 86.8% 87.2%
New Mexico 2 1,57¢ 1,58t 171,55! 171,55! 84./% 89.2%
Pennsylvanii 2 88¢ 88¢ 130,75( 131,33l 91.4% 88.(%
Tennesse 2 1,14¢ 1,15( 135,41( 135,69 89.7% 89.4%
Texas 1 371 371 46,95¢ 46,95¢ 99.2% 97.9%
Utah 2 1,437 1,43: 136,62 136,73 83.2% 76.£%
Washington, DC 2 1,25¢ 1,25¢ 111,75¢ 111,80¢ 80.8% 82.5%
Total Stabilized Managed

Properties 30 19,75 19,67¢ 2,136,56' 2,119,841 83.7% 84.(%
Total Stabilized Properties 591 405,56t 405,75¢ 43,191,16 43,143,12 84.1% 84.1%

1) Represents unit count as of December 31, 2007 hwhay differ from December 31, 2006 unit count uenit conversions or expansions.

2) Represents net rentable square feet as of Dece8ih@007, which may differ from December 31, 208G-entable square feet due to unit conversionsxpansions.
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The following table sets forth additionafidrmation regarding the occupancy of our leas@ngperties on a state-by-state basis as of
December 31, 2007 and 2006. The information asemfeinber 31, 2006 is on a pro forma basis as thalligiiie properties owned at
December 31, 2007 were under our control as of bbee 31, 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

Units as of  Units as of Square Feetas Square Feetas Square Foot Square Foot

Number of Dec. 31, 2007 Dec. 31, of of Occupancy % Occupancy %
Location Properties 1) 2006 Dec. 31, 2007(z Dec. 31,2006 Dec. 31, 2007 Dec. 31, 2006
Wholly -owned properties
Arizona 1 58€ 59¢ 67,37" 67,37" 77.5% 55.8%
California 6 4,18¢ 3,35¢ 485,54: 381,40: 65.5% 63.7%
Colorado 1 357 36C 58,92¢ 58,92¢ 81.4% 71.8%
Connecticu! 2 1,29t 1,30¢ 115,60( 115,82( 73.5% 68.1%
Florida 2 1,25¢ 1,25¢ 157,30! 156,82( 73.5% 61.5%
lllinois 2 1,31( 58¢ 155,05( 75,81( 39.5% 63.7%
Maryland 1 622 — 76,07( — 0.C% 0.C%
Massachusett 5 3,81¢ 3,82( 358,88! 359,83 64.7% 47.%%
New Jerse) 2 1,75¢€ 1,74: 163,85! 163,81! 79.2% 76.(%
Pennsylvani 1 422 424 46,93( 47,16( 78.€% 65.2%
Texas 1 617 61E 64,65( 64,62¢ 77.£% 44.€%
Washingtor 1 50€ 527 61,25( 61,25( 90.5% 83.5%
Total Wholly -Owned Leas
up 25 16,73: 14,59° 1,811,44: 1,552,831 65.4% 61.2%
Joint-venture properties
California 7 4,95 3,661 506,65t 344,57t 55.% 57.2%
Florida 1 77z — 114,82! — 48.4% 0.C%
lllinois 3 2,49¢ 2,52¢ 264,52 264,44. 66.£% 49.5%
Maryland 1 944 957 73,67 73,64 58.7% 25.1%
Massachusett 1 78€ 791 74,88( 74,88( 85.4% 79.8%
New Jerse) 2 1,19¢ 56C 119,73! 62,40( 55.4% 75.2%
New Mexico 1 49C 50¢ 76,15¢ 65,90« 90.£% 92.5%
New York 1 1,57¢ 1,57¢ 116,19( 116,26( 77.5% 72.€%
Pennsylvani 1 754 764 76,49¢ 76,77¢ 91.€% 82.¢%
Rhode Islanc 1 49¢ 504 55,57( 55,99¢ 35.(% 29.1%
Virginia 1 87¢ 87¢ 84,38! 84,38 80.2% 61.2%
Total Lease-up JointVentures 20 15,34« 12,73( 1,563,08: 1,219,25! 64.2% 59.%
Managed properties
California 2 1,242 1,25¢ 155,66( 156,07( 82.8% 76.1%
Florida 2 1,27t 1,297 108,69! 111,12: 81.(% 64.£%
Georgia 2 97¢ 1,03( 115,24( 114,84( 73.1% 69.4%
Indiana 1 55¢ 58¢ 68,69( 68,69( 79.6% 64.5%
Maryland 1 7217 731 67,91( 67,88¢ 83.4% 72.(%
Massachuset! 2 2,14¢ 2,15( 189,94 190,24 65.(% 54.2%
New Jerse) 1 862 — 78,03( — 28.(% 0.C%
Pennsylvanii 1 1,12¢ — 104,85( — 10.% 0.C%
Texas 2 1,13¢ 1,16¢ 125,28( 124,44! 87.4% 77.1%
Virginia 1 687 682 74,84( 74,85( 81.4% 75.5%
Total Leas¢-up Managed 15 10,73¢ 8,89¢ 1,089,13! 908,14! 67.9% 68.5%
Total Lease-up Properties 60 42,81¢ 36,22¢ 4,463,67! 3,680,241 65.€% 62.€%

1) Represents unit count as of December 31, 2007 hwhay differ from December 31, 2006 unit count tuenit conversions or expansions.

) Represents net rentable square feet as of Dece®ih@007, which may differ from December 31, 2086 entable square feet due to unit conversionsxpansions.
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Item 3. Legal Proceeding:

We are involved in various litigation amdjal proceedings in the ordinary course of busin&&sare not a party to any material litigation
or legal proceedings, or to the best of our knogéediny threatened litigation or legal proceedinpih, in the opinion of management, will
have a material adverse effect on our financiatld@n or results of operations either individuadlyin the aggregate.

Item 4. Submission of Matters to a Vote of Secity Holders
There were no matters submitted to a vbtmipsecurity holders during the quarter endeddbdmer 31, 2007.

27




PART Il
ltem 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases &quity Securities
Market Information

Our common stock has been traded on the Yk Stock Exchange ("NYSE") under the symbol "EXdce our IPO on August 17,
2004. Prior to that time there was no public mafaebur common stock.

The following table sets forth, for the jpels indicated, the high and low bid price for common stock as reported by the NYSE and the
per share dividends declared:

Range

Dividends

Year Quarter High Low Declared
2006 1si 17.2: 14.2¢ 0.227¢
2nc 17.2C 14.4( 0.227¢
3rd 18.2¢ 15.5(C 0.227¢
4th 19.0( 16.9¢ 0.227¢
2007 1sf 20.5¢ 17.8% 0.227¢
2nc 19.9¢ 16.2¢ 0.227¢
3rd 16.8¢ 13.6( 0.227¢
4th 16.6: 13.1( 0.250(

On February 15, 2008, the closing pricewrfcommon stock as reported by the NYSE was $1A0February 15, 2008, we had 288
holders of record of our common stock.

Holders of shares of common stock areledtib receive distributions when declared by aarhd of directors out of any assets legally
available for that purpose. As a REIT, we are nexfuto distribute at least 90% of our "REIT taxalbleome," which is generally equivalent to
our net taxable ordinary income, determined withegtrd to the deduction for dividends paid to stockholders annually in order to maintain
our REIT qualification for U.S. federal income tfanrposes.

Item 6. Selected Financial Data

The following table sets forth the selediedncial data and should be read in conjunctidth ¥he Financial Statements and notes thereto
included in Item 8, "Financial Statements and Semgntary Data" and Item 7, "Management's DiscusaighAnalysis of Financial Condition
and Results of Operations" in this Form 10-K. Tinarficial data covered in this section for the pfrom January 1, 2003 to August 16, 2004
contain the results of operations and financialdition of Extra Space Storage LLC and its subsidfrthe predecessor to Extra Space
Storage Inc. and its subsidiaries, prior to thessommation of Extra Space Storage Inc.'s initialligutffering on
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August 17, 2004, and various formation transacti@sllars in thousands, except share and per statee)

Revenues:
Property renta
Fees and other incon

Total revenue

Expenses:
Property operation
Tenant insuranc
Unrecovered development and acquisition ¢
General and administrati
Depreciation and amortizatic

Total expense

Income before interest, loss on debt extinguishmerrieferre:

Operating Partnership, equity in earnings of retdte
ventures, impairment, minority interests and gairsale of
real estate asse

Interest expens

Interest incomt

Loss on debt extinguishmer

Equity in earnings of real estate ventu

Fair value adjustment of obligation associated Witbferred

Operating Partnership un

Impairment of investments availa-for-sale

Minority interest in operating partnership and otirenority
interests

Income (loss) before gain on sale of real estatets

Gain on sale of real estate ast

Net income (loss)

Fixed distribution paid to Preferred Operating Rarship unit

holder
Preferred return on Class B, C, and E u
Loss on early redemption of Fidelity minority ir¢st

Net income (loss) attributable to common stockholds

Net income (loss) per common sh
Basic
Diluted

Weighted average number of she

Basic
Diluted

Cash dividends paid per common share (1)

Balance Sheet Data
Total asset

Total notes payable, notes payable to trusts aved Ibf credi

Minority interests
Redeemable units and members' and shareholdeity

Other Data
Net cash provided by (used in) operating activi
Net cash used in investing activiti
Net cash provided by financing activiti

Company Predeccesso
For the Year Ended December 31
2007 2006 2005 2004 2003
$ 206,31f % 170,99 $ 120,64 $ 62,65t $ 33,05¢
32,55 26,27 14,08¢ 3,06¢ 2,762
238,86t 197,26: 134,724 65,72( 35,81¢
73,07( 62,24: 45,96 26,06¢ 14,85¢
4,71C 2,32¢ 1,02: = _
76t 26¢ 30z 73¢ 4,937
36,72: 35,60( 24,08 12,46¢ 8,291
39,80: 37,17. 31,00t 15,55: 6,80¢
155,06¢ 137,61: 102,37: 54,82 34,897
83,79¢ 59,65: 32,35¢ 10,89¢ 91¢
(61,015 (50,959 (42,549 (28,49, (18,74¢)
10,417 2,46¢ 1,62¢ 251 44t
— — — (3,529 —
5,30( 4,69: 3,17(C 1,381 1,46¢
1,05¢ — — — —
(1,239 — _ _ o
(2,227) (985) 434 (733) (2,70))
36,09¢ 14,87¢ (4,96€) (20,217 (18,61¢)
— — — 1,74¢ 672
36,09 14,87¢ (4,96€) (18,467) (17,946
(1,510 — — — —
— — — (5,75¢) (5,33¢6)
— — — (1,47¢) —
$ 34,58: % 14,87¢  $ (4,966) $ (25,699 $ (23,28
| | | | |
$ 05: % 027 $ 019 $ (1.68) $ (5.62)
$ 05 $ 027 $ 0.19 $ (1.6¢) $ (5.62)
64,688,74 54,998,93 35,481,53 15,282,72 4,141,95!
70,503,66 59,291,74 35,481,53 15,282,72 4,141,95'
$ 09: $ 091 $ 091 $ 034 $ —
$ 2,054,070 $ 1,669,820 $ 1,420,19. $ 748,48 $ 383,75:
1,319,77 948,17 866,78! 472,97 273,80t
64,98: 35,15¢ 36,23t 21,45! 22,39(
$ 619,92 $ 643,55 $ 480,12 $ 243,600 $ 21,70:
$ 101,33. $ 76,888 $ 17,460 % (6,15¢) $ (8,52¢)
$ (253,579 $ (239,779 % (614,83) $ (261,29) $ (59,20¢)
$ 98,82: $ 205,04. % 601,69" $ 280,03¢ $ 73,01%

1) 2004 dividend based on annual dividend of $0.91cpermon share
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Item 7. Management's Discussion and Analysis ofirancial Condition and Results of Operations

The following discussion should be read in conjiomctvith the financial statements and notes theagtpearing elsewhere in this report.
We make statements in this section that are ford@sling statements within the meaning of the faldsecurities laws. For a complete
discussion of forward-looking statements, see ¢aéian in this Form 10-K entitled "Statements Reélgay Forward-Looking Information.”
Certain risk factors may cause actual results, perfance or achievements to differ materially frévoste expressed or implied by the following
discussion. For a discussion of such risk factees the section in this Form 10-K entitled "Risktes."

Overview

We are a fully integrated, self-administeamd self-managed real estate investment tru®E6F, formed to continue the business
commenced in 1977 by our predecessor companiesnpaperate, acquire, develop and redevelop priofiesty managed self-storage
properties. Since 1996, our fully integrated depgient and acquisition teams have completed thelai@went or acquisition of more than 625
self-storage properties.

In July 2005, we, along with joint-ventyrartner Prudential Real Estate Investors ("PREKYuired Storage USA ("SUSA") from GE
Commercial Finance for approximately $2.3 billionciash. The transaction made us the second lavgesitor of self-storage facilities in the
United States. At December 31, 2007, we owned oraged 651 properties in 33 states and Washingtdh, & of December 31, 2007, 26C
our properties were wholly-owned, we held joint tega interests in 346 properties, and our taxaldérBubsidiary, Extra Space
Management, Inc., operated an additional 45 pragzetihat are owned by franchisees or third pamiexchange for a management fee. The
properties that we own or in which we hold an ovwh@ interest contain approximately 44 million seufeet of rentable space contained in
approximately 420,000 units and currently servastamer base of approximately 300,000 tenants.

Our properties are generally situated imvemient, highly visible locations clustered arolexdje population centers such as Atlanta,
Baltimore/Washington, D.C., Boston, Chicago, Dalldsuston, Las Vegas, Los Angeles, Miami, New YGity, Orlando, Philadelphia,
Phoenix, St. Petersburg/Tampa and San FranciseseTdreas all enjoy above average population gramdtincome levels. The clustering of
our assets around these population centers enablesreduce our operating costs through econoofiissale. We consider a property to be in
the lease-up stage after it has been issued ficdiof occupancy, but before it has achieveHiktation. A property is considered to be
stabilized once it has achieved an 80% occuparieyffoaa full year measured as of January 1, oteas open for three years.

The SUSA acquisition gave us a nationaf@ien upon which to leverage operational, adverjsind other economic efficiencies. The
acquisition also created a built-in acquisitiongpipe through various joint-venture, franchise #émcd-party management partners from which
we have grown and can continue to grow in the &utWe also retained several key executives fronBth8A organization, as well as the
majority of its field operations team.

To maximize the performance of our progsrtive employ a state-of-the-art, proprietary, Wwabed tracking and yield management
technology called STORE. Developed by our managétam, STORE enables us to analyze, set and adjutst rates in real time across our
portfolio in order to respond to changing marketditions. As part of the SUSA acquisition, we gaimecess to SUSA's industry leading
revenue management team ("RevMan™), which managkfAS rental rate and discount strategies. We belibat the combination of
STORE's yield management capabilities and the syatte processes developed by RevMan has allowéa mere proactively manage
revenues.
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We derive substantially all of our revenéresn rents received from tenants under existirgés at each of our self-storage properties,
from management fees on the properties we manageiiv-venture partners, franchisees and unafétahird parties and from our tenant
insurance program. Our management fee is equamaimately 6% of total revenues generated byntheaged properties.

We operate in competitive markets, ofteresghconsumers have multiple self-storage propefries which to choose. Competition has
impacted, and will continue to impact our propegsgults. We experience minor seasonal fluctuatiomecupancy levels, with occupancy
levels generally higher in the summer months duadrmeased moving activity. Our operating resuipehd materially on our ability to lease
available self-storage units, to actively managé nemtal rates, and on the ability of our tengotmake required rental payments. We believe
that we are able to respond quickly and effectivelghanges in local, regional and national ecoearonditions by adjusting rental rates
through the use of STORE, and through the useeoptbcesses developed by RevMan.

We continue to evaluate and implement geast new initiatives and opportunities in ordeetwble us to maximize stockholder value.
Our strategies to maximize stockholder value ineltite following:

. Maximize the performance of properties through strategic, efficient and proactive management. We plan to pursue revenue
generating and expense minimizing opportunitiestinoperations. Our revenue management team veilk semaximize
revenue by responding to changing market conditibraugh STORE's ability to provide real-time, natetive rental rate and
discount management. Our size allows us greatétyathian the majority of our competitors to implent national, regional and
local marketing programs, which we believe wilkatt more customers to our stores at a lower reit co

. Focus on the acquisition of self-storage properties from strategic partners and third parties. Our acquisitions team will
continue to pursue the acquisition of single propsrand multi-property portfolios that we beliesan provide stockholder
value. Our July 2005 acquisition of Storage USA balstered our reputation as a reliable, ethicgebuwhich we believe
enhances our ability to negotiate and close nokereml, private deals. In addition, our status asBREIT enables flexibility
when structuring deals.

. Develop new self-storage properties.  We currently have several joint venture and w-owned development properties ¢
will continue to develop new self-storage propertieour core markets. Our development pipelineugh 2009 includes 26
projects. The majority of the projects will be diyeed on a wholly-owned basis by the Company.

. Expand our management business. We see our management business as a future aicouspeline. We expect to purs
strategic relationships with owners that shouldrggthen our acquisition pipeline through agreemehish give us first right of
refusal to purchase the managed property in thetefe potential sale. Nineteen of our 39 2007u&itions came from this
channel.

During 2007, we acquired 38 wholly-owned propertiad a minority equity interest in one additionahsolidated property. We completed the
development of six properties in our core mark®fsthe properties completed, three are wholly-owrsettl three are owned by us in joint
ventures. These joint venture properties providitls a potential acquisition pipeline in the fuguiwelve properties are scheduled for
completion in 2008, 11 of which are wholly-ownedlame of which will be owned by us in a consolidig@nt venture.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our financial statements have been preparadcordance with U.S. generally accepted ac@ogiprinciples. The preparation of these
financial statements requires us to make estinzatds
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assumptions that affect the reported amount oftassel liabilities at the date of the financiatstaents and the reported amount of revenues
and expenses during the reporting period. On aniagdasis, we evaluate our estimates and assumspiicluding those that impact our most
critical accounting policies. We base our estimated assumptions on historical experience and dousother factors that we believe are
reasonable under the circumstances. Actual residisdiffer from these estimates. We believe thiofahg are our most critical accounting
policies:

CONSOLIDATION:  We follow FASB Interpretation No. 46RConsolidation of Variable Interest Entitieg"FIN 46R"), which
addresses the consolidation of variable intereitien("VIES"). Under FIN 46R, arrangements thia aot controlled through voting or similar
rights are accounted for as VIEs. An enterprigedgiired to consolidate a VIE if it is the primdrgneficiary of the VIE.

Under FIN 46R, a VIE is created when (g #quity investment at risk is not sufficient tarpé the entity to finance its activities without
additional subordinated financial support from otparties, or (ii) the entity's equity holders agraup either: (a) lack direct or indirect ability
to make decisions about the entity through votingimilar rights, (b) are not obligated to absoxpected losses of the entity if they occur, or
(c) do not have the right to receive expected tediceturns of the entity if they occur. If an énis deemed to be a VIE pursuant to FIN 46R,
the enterprise that is deemed to absorb a majofritiye expected losses or receive a majority oketgr residual returns of the VIE is
considered the primary beneficiary and must codatdi the VIE.

Based on the provisions of FIN 46R, we hemecluded that under certain circumstances whe()veater into option agreements for the
purchase of land or facilities from an entity ary ja non-refundable deposit, or (i) enter int@aagements for the formation of joint ventures,
a VIE may be created under condition (ii) (b) grdEthe previous paragraph. For each VIE createdhave considered expected losses and
residual returns based on the probability of futtash flows as outlined in FIN 46R. If we are detieed to be the primary beneficiary of the
VIE, the assets, liabilities and operations of W are consolidated with our financial statements.

REAL ESTATE ASSETS: Real estate assets are stated at cost, lasmaleded depreciation. Direct and allowable inteooests
associated with the development, construction,vation, and improvement of real estate assetsapitatized. Interest, property taxes, and
other costs associated with development incurrethgthe construction period are capitalized.

Expenditures for maintenance and repagsharged to expense as incurred. Major replacenaemt betterments that improve or extend
the life of the asset are capitalized and deprediaver their estimated useful lives. Depreciaisocomputed using the straight-line method
over the estimated useful lives of the buildingd anprovements, which are generally between five 3 years.

In connection with our acquisition of profes, the purchase price is allocated to the tdagind intangible assets and liabilities acquired
based on their fair values. The value of the tdegissets, consisting of land and buildings, aterdéned as if vacant, that is, at replacement
cost. Intangible assets, which represent the vafleisting tenant relationships, are recordedhair fair values. We measure the value of te
relationships based on our historical experiendh wirnover in our facilities. We amortize to experhe tenant relationships on a straight-line
basis over the average period that a tenant iscegbéo utilize the facility (currently estimateslie 18 months).

Intangible lease rights include: (1) pusdh@arice amounts allocated to leases on two piiepéltat cannot be classified as ground or
building leases; these rights are amortized to ms@ever the term of the leases and (2) intangillased to ground leases on four properties
that were acquired in 2007. These ground leases assumed by the Company at rates that were |dwarthe current market rates for similar
leases. The value associated with these assunsstlegere recorded as intangibles, which will beréimenl over the lease terms.
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EVALUATION OF ASSET IMPAIRMENT: We evaluate long-lived assets which are heldise for impairment when events or
circumstances indicate that there may be an impaitnif such events occur, we compare the carryaige of these long-lived assets to the
undiscounted future net operating cash flows attable to the assets. An impairment loss is recbifdde net carrying value of the asset
exceeds the undiscounted future net operatingftash attributable to the asset. The impairmens lesognized equals the excess of net
carrying value over the related fair value of teee.

When real estate assets are identified &iyagement as held for sale, we discontinue depiregide assets and estimate the fair value
of selling costs. If the estimated fair value, okselling costs, of the assets that have beertifahfor sale are less than the net carrying ®alu
of the assets, then a valuation allowance is dstedal. The operations of assets held for saleldrasoing the period are presented as
discontinued operations for all periods presented.

INVESTMENTS AVAILABLE-FOR-SALE

We account for our investments in debt equity securities according to the provisions @t&nent of Financial Accounting Standards
("SFAS") No. 115Accounting for Certain Investments in Debt and Bg8kecurities which requires securities classified as "avaddbkr-sale”
to be stated at fair value. Adjustments to faiueabf available-for-sale securities are recorded esmponent of other comprehensive income.
A decline in the market value of investment se@sibelow cost, that is deemed to be other thapaeany, results in a reduction in the carry
amount to fair value. The impairment is chargedamings and a new cost basis for the securitgtebshed. We classify our investments in
auction rate securities as investments availabiadite in the accompanying balance sheet. Thesstiments are carried at fair value with
unrealized gains and losses included in accumulzttest comprehensive income (loss). The estimationess for fair valuing the investments
included consideration of such factors as issudriasurer credit rating, comparable market datayéilable, credit enhancement structures,
projected yields, discount rates and terminal ko

FAIR VALUE OF FINANCIAL INSTRUMENTS: The carrying values of cash and cash equivalémtestments available-for-sale,
receivables, other financial instruments includedther assets, accounts payable and accrued egpeasiable rate notes payable and other
liabilities reflected in the consolidated balanbeets at December 31, 2007 and 2006 approximatediaie. The fair value of fixed rate notes
payable and notes payable to trusts at Decemb&@0B¥, and 2006 was $1.3 billion and $836.0 milli@spectively. The carrying value of
these fixed rate notes payable and notes payaliestis at December 31, 2007 and 2006 was $1ig@rbdind $863.0 million, respectively.

INVESTMENTS IN REAL ESTATE VENTURES:  Our investments in real estate joint venturbene we have significant influence
but not control, and joint ventures which are Viksvhich we are not the primary beneficiary, areoreled under the equity method of
accounting on the accompanying consolidated firsstatements.

Under the equity method, our investmemell estate ventures is stated at cost and adjtetedr share of net earnings or losses and
reduced by distributions. Equity in earnings ofl estate ventures is generally recognized basexlipownership interest in the earnings of
each of the unconsolidated real estate ventureshE@urposes of presentation in the statemecast flows, we follow the "look through"
approach for classification of distributions froaint ventures. Under this approach, distributioresraported under operating cash flow unless
the facts and circumstances of a specific distidioutlearly indicate that it is a return of capifalg., a liquidating dividend or distribution diet
proceeds from the joint venture's sale of assetahich case it is reported as an investing agtivit
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Our management assesses whether theraeyanedicators that the value of our investmentarigonsolidated real estate ventures may be
impaired when events or circumstances indicatettteme may be an impairment. An investment is imgghif management's estimate of the
value of the investment is less than its carryialye. To the extent impairment has occurred, argdcibnsidered to be other than temporary
loss is measured as the excess of the carryingranobthe investment over the fair value of thedstment.

DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITI ES: Statement of Financial Accounting Standard&&S") No. 133, "
Accounting for Derivative Instruments and Hedgirgjivities," as amended and interpreted, establishes acoguetid reporting standards for
derivative instruments and hedging activities. &heounting for changes in the fair value of denxest depends on the intended use of the
derivative and the resulting designation. Derivediused to hedge the exposure to changes in theafae of an asset, liability or firm
commitment attributable to a particular risk, aoasidered fair value hedges. Derivatives used tigé¢he exposure to variability in expected
future cash flows, or other types of forecasteddaations, are considered cash flow hedges.

For derivatives designated as fair valuggles, changes in the fair value of the derivative the hedged item related to the hedged risl
recognized in earnings. For derivatives designatedash flow hedges, the effective portion of clearig the fair value of the derivative is
initially reported in other comprehensive incomms§), outside of earnings and subsequently refib$d earnings when the hedged
transaction affects earnings.

CONVERSION OF OPERATING PARTNERSHIP UNITS:  Conversions of Operating Partnership unitsoimmon stock, when
converted under the original provisions of the agrent, are accounted for by reclassifying the Upihey net book value of the units from
minority interest to equity in accordance with EINB. 95-7, "Implementation Issues Related to the Treatmentiwdiily Interest in Certain
Real Estate Investment Trug"

REVENUE AND EXPENSE RECOGNITION: Rental revenues are recognized as earned basedamounts that are currently due
from tenants. Leases are generally on month-to-mi@nns. Prepaid rents are recognized on a strighbasis over the term of the leases.
Promotional discounts are recognized as a redutdioantal income over the promotional period. Letarges, administrative fees,
merchandise sales and truck rentals are recogiizadome when earned. Management and franchiseefemues are recognized monthly as
services are performed and in accordance withettmg of the management agreements. Tenant insupagcgums are recognized as revenues
over the period of insurance coverage. Developrfeentevenues are recognized as development cesitscarrred. Equity in earnings of real
estate entities is recognized based on our ownemstarest in the earnings of each of the uncodateid real estate entities. Interest income is
recognized as earned.

Property expenses, including utilities, ey taxes, repairs and maintenance and othes tosbanage the facilities are recognized as
incurred. We accrue for property tax expense baped estimates and historical trends. If thesenadés are incorrect, the timing of expense
recognition could be affected.

REAL ESTATE SALES: We evaluate real estate sales for both sategrétion and profit recognition in accordance viltle provision
of SFAS No. 66, 'Accounting for Sales of Real Estdtén general, sales of real estate and relatefitpliosses are recognized when all
consideration has changed hands and risks anddswaownership have been transferred. Certairstgpeontinuing involvement preclude
sale treatment and related profit recognition; ofbems of continuing involvement allow for saleognition but require deferral of profit
recognition.

INCOME TAXES: We have elected to be treated as a REIT unelgidds 856 through 860 of the Internal RevenueeCbdorder to
maintain our qualification as a REIT, among otténgs, we
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are required to distribute at least 90% of our R&Nable income to our stockholders and meet cetésits regarding the nature of our income
and assets. As a REIT, we are not subject to fetheame tax with respect to that portion of ouzdme which meets certain criteria and is
distributed annually to our stockholders. We plawedntinue to operate so that we meet the requinenfer taxation as a REIT. Many of these
requirements, however, are highly technical andmer If we were to fail to meet these requiremews would be subject to federal income
tax. We are subject to certain state and localstaReovision for such taxes has been includedapgmnty operating expenses in our consolid:
statement of operations.

We have elected to treat one of our coteosabsidiaries as a taxable REIT subsidiary ("TIRI&"general, our TRS may perform
additional services for tenants and generally nragage in any real estate or non-real estate refatsithess (except for the operation or
management of health care facilities or lodginglitées or the provision to any person, under aétaise, license or otherwise, of rights to any
brand name under which any lodging facility or tieahkre facility is operated). Our TRS is subjectérporate federal income tax. The
Company accounts for income taxes in accordandeth provisions of FASB Statement No. 108ctounting for Income Taxes
" ("FAS 109"). Under FAS 109, deferred tax assets labilities are determined based on differerimetsveen financial reporting and tax bases
of assets and liabilities. There were no mategdded tax assets or liabilities as of Decembe2807 or 2006, and no material income tax
provisions or the years ended December 31, 20@g 202005.

We adopted the provisions of FASB Interatien No. 48, "Accounting for Uncertainty in Income TaxXe§FIN 48"), an interpretation of
FAS 109 on January 1, 2007. As a result of the@mgintation of FIN 48, we recognized no materialistthent in the liability for unrecogniz
income tax benefits. At the adoption date of Janda2007, there were no material unrecognizede&mnefits. At December 31, 2007, there
were no material unrecognized tax benefits. Inteaed penalties related to uncertain tax positigiisbe recognized in income tax expense
when incurred.

STOCK-BASED COMPENSATION: Effective January 1, 2006, we adopted SFASI98. (revised 2004), Share-Based
Paymen," ("SFAS 123R"), which requires the measurementr@cognition of compensation expense for all stased payment awards to
employees and directors based on estimated faiesaBFAS 123R supersedes SFAS No. 128cbunting for Stock-Based Compensation
and Accounting Principles Board Opinion No. 2B ctounting for Stock Issued to Employe€#\PB 25"). We adopted SFAS 123R using the
modified prospective application method of adoptidrich requires us to record compensation costagl non-vested stock awards as of
December 31, 2005 by recognizing the unamortizedtgitate fair value of these awards over their neimg service period with no change in
historical reported earnings. Awards granted december 31, 2005 are valued at fair value in atzrore with provisions of SFAS 123R and
recognized on a straight line basis over the semériods of each award.

RESULTS OF OPERATIONS
Comparison of the Year Ended December 31, 2007 the Year Ended December 31, 2006 (Dollars in thousds)
Overview

Results for the year ended December 317 #tifluded the operations of 606 properties (26@Hith were consolidated and 344 of which
were in joint ventures accounted for using the yguiethod) compared to the results for the yeaedridecember 31, 2006, which included
operations of 567 properties (219 of which weresotidated and 348 of which were in joint venturesaanted for using the equity method).
Results for both periods also included equity imegys of real estate ventures, third-party managerand franchise fees and development
fees.

35




Revenues

The following table sets forth information revenues earned for the years indicated:

Year ended
December 31,

2007 2006 $ Change % Change
Revenues:

Property renta $ 206,31 $ 170,99 $ 35,32. 20.7%
Management and franchise fe 20,59¢ 20,88t (285) (1.9%
Tenant insuranc 11,04¢ 4,31¢ 6,731 155.9%
Development fee 357 272 85 31.2%
Other income 547 79€ (251) (31.9%

Total revenue $ 238,86t $ 197,26: $ 41,60: 21.1%

Property Rental— The increase in property rental revenues consisg2® 335 associated with acquisitions complete20i@6 and 2007,
$5,298 associated with rental rate increases izl properties, and $1,689 from increases mupeancy at lease-up properties.

Management and Franchise Fees-Our taxable REIT subsidiary, Extra Space Managenteat, manages properties owned by our |
ventures, franchisees and third parties. Managefeentgenerally represent 6.0% of cash collectmu firoperties owned by third parties,
franchisees and unconsolidated joint ventures. Rez&from management and franchise fees have rethtdinly stable compared to the
previous year. Increased revenues at our jointuwenfranchise, and third-party managed sitesadltd rental rate and occupancy increases
have been offset by lost management fees due tetimnation of certain management agreements sndiré to the acquisition of the
managed properties.

Tenant Insurance—The increase in tenant insurance revenues is dine tmtroduction of our captive insurance progenall wholly-
owned properties in October 2006. In addition, miyithe year ended December 31, 2007, we promogetditant insurance program and

successfully increased overall customer partiogpatd approximately 34% at December 31, 2007 coethtr approximately 18% at
December 31, 2006.

Development Fees—The increase in development fee revenues was dhe iacreased volume of development relating itat joentures
in 2007 compared to 2006.

Expenses

The following table sets forth information expenses for the years indicated:

Year ended
December 31,

2007 2006 $ Change % Change
Expenses:

Property operation $ 73,07C $ 62,24: $ 10,827 17.2%
Tenant insuranc 4,71( 2,32¢ 2,382 102.2%
Unrecovered development and acquisition ¢ 76E 26¢ 49¢€ 184.40%
General and administrati\ 36,72: 35,60( 1,127 3.2%
Depreciation and amortizatic 39,80: 37,17: 2,62¢ 7.1%

Total expense $ 155,06¢ $ 137,61 $ 17,45¢ 12.71%
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Property Operations— The increase in property operations expense in 2@¥7primarily due to increases of $9,202 assatiaith
acquisitions completed in 2006 and 2007. There k@ increases in expenses of $1,625 at existimgepties primarily due to increases in
repairs and maintenance, insurance and properggtax

Tenant Insurance—The increase in tenant insurance expense is dine tocrease in tenant insurance revenues durifg.20large
portion of tenant insurance expense is variableimer@ases as tenant insurance revenues increa®etdber 2006, we introduced our captive
insurance program at all wholly-owned propertiesriby the year ended December 31, 2007, we prontbgetknant insurance program and
successfully increased overall customer partiogpatd approximately 34% at December 31, 2007 coethtr approximately 18% at
December 31, 2006.

General and Administrative— The increase in general and administrative expenasgiue to the increased costs associated with the
management of the additional properties that ha@emladded through acquisitions and developmer06 and 2007.

Depreciation and Amortization— The increase in depreciation and amortization espéna result of additional properties that have
been added through acquisition and developmentigimaut 2006 and 2007.

Other Income and Expenses

The following table sets forth information other income and expenses for the years indicate

Year ended
December 31,

2007 2006 $ Change % Change
Other income and expenses

Interest expens $ (61,015 $ (50,959 $ (10,067) 19.7%
Interest incom 7,92t 2,46¢ 5,45¢ 221.%
Interest income on note receivable from Preferrai
holder 2,49; — 2,49; 100.(%
Equity in earnings of real estate ventu 5,30( 4,69: 607 12.%
Fair value adjustment of obligation associated Witaferrec
Partnership unit 1,054 — 1,05¢ 100.(%
Impairment of investments availa-for-sale (1,237) — (1,237 100.(%
Minority interes—Operating Partnersh (2,509 (985) (1,527 154.¢%
Minority interes—other 281 — 281 100.(%

Total other expens $ (47,709 $ (44,779 $ (2,929 6.5%

Interest Expense—The increase in interest expense for the year ebdedmber 31, 2007 was due primarily to $6,897 @ased with
the exchangeable notes issued in March 2007 a2 $%f interest expense on the mortgage loans iassdavith acquisitions completed in
2006 and 2007. The increase was offset by lowerést costs on corporate borrowings and existingenty debt. Capitalized interest during
the years ended December 31, 2007 and 2006 wal0bdr@l $3,232, respectively.

Interest Income—Interest income earned in 2007 was mainly the teduhe interest earned on the net proceeds reddrom the
$250 million exchangeable notes issued in Marctv20@ on the remaining net proceeds from the dadtook in September 2006. Invested
cash decreased steadily throughout 2007 as the fuack used for acquisitions and development.
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Interest Income on Note Receivable from Preferred hit holders— Represents interest on a $100 million loan to thiddrs of the
Series A Participating Redeemable Preferred Uifiitgio Operating Partnership (the "Preferred OPstijpifThe funds were loaned on June 25,
2007 and bear interest at an annual rate of 4.858%able quarterly.

Equity in Earnings of Real Estate Ventures—The change in equity in earnings of real estatéuren for the year ended December 31,
2007 relates to increases in income at the pragseotivned by the real estate ventures. The increasespartially offset by the losses on cer
lease-up properties held in joint ventures.

Fair Value Adjustment of Obligation Associated withPreferred Partnership Units— This amount is a one-time adjustment that
represents the change in fair value of the embeddgdative associated with the Preferred OP usstged in connection with the AAAAA
Rent-a-Space acquisition between the original isseaf the Preferred OP units (June and Augusf/2&dd the completion of the amendment
to the agreement that was signed on Septembe0Rg, 2

Impairment of Investments Available-for-Sale—As of December 31, 2007, we had a $24,460 par valestment in ARS. Due to the
uncertainty in the credit markets, the auctionatesl to ARS held by us have failed, causing thédity and the fair value of these investments
to be impaired. As a result, we recorded a $1,2B8rethan-temporary impairment charge and a $1tddfporary impairment charge to reduce
the carrying value of the ARS to an estimatedvalue of $21,812.

Minority Interest—Operating Partnership —Income allocated to the Operating Partnershipesgmts 6.97% (including the Preferred
OP units) of the net income for the year ended Béoez 31, 2007. The amount allocated to minoritgri@st was higher than in the prior year
due mainly to higher net income in 2007 than in®00

Minority Interest—Other— Income allocated to the other minority interestrespnts the losses allocated to partners in calzet
joint ventures on two properties that were in l-up during 2007.

Comparison of the Year Ended December 31, 2006 the Year Ended December 31, 2005 (Dollars in thousds)
Overview

Results for the year ended December 316 #tifluded the operations of 567 properties (21@Hith were consolidated and 348 of which
were in joint ventures accounted for using the yguiethod) compared to the results for the yeaedridecember 31, 2005, which included
operations of 546 properties (192 of which weresotidated and 354 of which were in joint venturesacainted for using the equity method).
Results for both periods also included equity imegys of real estate ventures, third-party managerand franchise fees, acquisition fees and
development fees.
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Revenues

The following table sets forth information revenues earned for the years indicated:

Year ended
December 31,

2006 2005 $ Change % Change
Revenues:

Property renta $ 170,99 $ 120,64( $ 50,35: 41.7%
Management and franchise fe 20,88: 10,65( 10,23 96.1%
Tenant insuranc 4,31¢ 1,88: 2,43¢ 129.4%
Development fee 272 992 (720) (72.6)%
Other income 79¢ 564 234 41.5%

Total revenue $ 197,26: $ 134,72¢ $ 62,53¢ 46.4%

Property Rental— The increase in property rental revenues consisi8@481 associated with the acquisition of 61 lyhowned
properties in conjunction with the SUSA acquisitiorJuly 2005, $12,170 associated with other adgis, and $1,922 from increases in
occupancy at lease-up properties. The remaindéreahcrease was due to increases in rental ratas atabilized properties.

Management and Franchise Fees-Our taxable REIT subsidiary, Extra Space Managenteat, manages properties owned by our |
venture franchisees and third parties. Managensast §enerally represent 6.0% of cash collected fnrmperties owned by third party
franchisees and unconsolidated joint ventures.iiitrease in management fees is due mainly to fesescated with the SUSA acquisition
which occurred in July 2005. Through this acquisitive obtained equity interests in joint venturésoly owned over 330 properties. We
obtained management contracts for these new jeintiuve properties, and also obtained over 50 nad plarty and franchise management
contracts in conjunction with the SUSA acquisition.

Tenant Insurance—Tenant insurance revenue relates to a new tensumtaince program adopted in July 2005. This prograsstarted
in conjunction with the SUSA acquisition to repl&gSA's tenant insurance program. Insurance regeangehigher in 2006 as the program
was in place for a full year in 2006 compared tmadtial year in 2005.

Development Fees—The decrease in development fee revenue was dbe tiecreased volume of development relating td j@ntures
in 2006 compared to prior years.

Expenses

The following table sets forth information expenses for the years indicated:

Year ended
December 31,

2006 2005 $ Change % Change
Expenses:

Property operation $ 62,24: $ 4596: $ 16,28( 35.4%
Tenant insuranc 2,32¢ 1,02 1,30¢ 127.€%
Unrecovered development and acquisition ¢ 26¢ 302 (33 (10.9%
General and administratiy 35,60( 24,08! 11,51¢ 47.&%
Depreciation and amortizatic 37,17: 31,00¢ 6,16 19.9%

Total expense $ 137,61 $ 102,37: $ 35,23¢ 34.2%
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Property Operations— The increase in property operations expense in 2@primarily due to increases of $10,560 assediafith the
SUSA acquisition in July 2005 and $4,664 relateth®25 properties acquired throughout 2006 andrgitoperties acquired in 2005. There
were also increases in expenses of $1,056 atmxigtoperties primarily due to increases in uéitirepairs and maintenance and property
taxes.

Tenant Insurance—Tenant insurance expense for 2006 relates to demant insurance program adopted in July 2005. fiftigram
was started in conjunction with the SUSA acquisitio replace SUSA's tenant insurance program. Ténsmrance expense is higher in 2006
as the tenant insurance program was in placefigt gear in 2006, compared to a partial year i20

General and Administrative— The significant increase in general and adminiseatxpenses was due primarily to the increasets cos
associated with the management of the additioradgaties that have been added through acquisitindsew joint venture arrangements
entered into in 2005 and 2006.

Depreciation and Amortization— The increase in depreciation and amortization espéna result of additional properties acquiredh
the SUSA acquisition and other acquisitions congalehroughout 2005 and 2006.

Other Income and Expenses

The following table sets forth information other income and expenses for the years indicate

Year ended
December 31,

2006 2005 $ Change % Change
Interest expens $ (50,959 $ (42,549 $ (8,409 19.%
Interest incomt 2,46¢ 1,62¢ 844 51.%%
Equity in earnings of real estate ventu 4,69: 3,17( 1,52¢ 48.(%
Minority interes—Operating Partnersh (98%) 434 (1,419 (327.0%
Total other expens $ (44,776 $ (37,320 $ (7,456 20.(%

Interest Expense—The increase in interest expense for the year eBeéedmber 31, 2006 was due primarily to $9,46%tHrest
expense on the mortgage loans on the 61 propexdsred in connection with the SUSA acquisitioheTncrease was offset by lower interest
costs on corporate borrowings and existing propgetyt. Capitalized interest during the years erdecember 31, 2006 and 2005 was $3,232
and $460, respectively.

Interest Income—Interest income earned in 2006 was mainly the teduhe interest earned on the gross proceed2@5,875 received
from the sale of stock. The interest income eain&d05 was primarily earned on the notes receesétidt were obtained as part of the SUSA
acquisition. These notes receivable were paid dov#i® as of December 31, 2006.

Equity in Earnings of Real Estate Ventures—The increase in equity in earnings of real estatdgwes is due primarily to our purchase
of new equity interests in joint ventures in Jug03.

Minority Interest—Operating Partnership— Income allocated to the Operating Partnership ssgors 6.21% of the net income for the
year ended December 31, 2006. The amount allotatexdhority interest was higher than in the prieay due mainly to the fact that\
recorded net income in 2006, and recorded a netiho2005.
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FUNDS FROM OPERATIONS (Dollars in thousands, excepshare data)

FFO provides relevant and meaningful infation about our operating performance that is resrgsalong with net income (loss) and
cash flows, for an understanding of our operategpits. We believe FFO is a meaningful disclossra aupplement to net earnings (loss)
because net earnings (loss) assumes that the \aflves estate assets diminish predictably ovee tas reflected through depreciation and
amortization expenses. We believe that the valtiesab estate assets fluctuate due to market donditnd FFO more accurately reflects the
value of our real estate assets. FFO is definatidoNational Association of Real Estate Investniensts, Inc. ("NAREIT") as net income
(loss) computed in accordance with U.S. generalbepted accounting principles ("GAAP"), excludirgjrgs or losses on sales of operating
properties, plus depreciation and amortization afitel adjustments to record unconsolidated patigssand joint ventures on the same basis.
We believe that to further understand our perforteafr FO should be considered along with the regaré income (loss) and cash flows in
accordance with GAAP, as presented in the congelitiinancial statements.

The computation of FFO may not be comparabFFO reported by other REITs or real estatepammies that do not define the term in
accordance with the current NAREIT definition oatlnterpret the current NAREIT definition diffettin FFO does not represent cash
generated from operating activities determinedctoedance with GAAP, and should not be consideseanaalternative to net income (loss) as
an indication of our performance, as an alternativeet cash flow from operating activities as asure of our liquidity, or as an indicator of
our ability to make cash distributions. The follogitable sets forth the calculation of FFO (dolkws in thousands, except for share data):

For the Year Ended December 31,

2007 2006 2005
Net income (loss) attributable to common stockholde $ 34,58: $ 14,87¢ $ (4,966€)
Adjustments
Real estate depreciatit 33,77¢ 27,33! 20,10¢
Amortization of intangible: 4,15¢ 8,371 10,34t
Joint venture real estate depreciation and amdaidiz 4,03¢ 4,77% 2,18¢
Joint venture loss on sale of proper 43 — —
Fair value adjustment of obligation associated \itbferrec
Operating Partnership uni (1,059 — —
Distributions paid on Preferred Operating PartnigrEmits (1,43 — —
Income (loss) allocated to Operating Partnershipornity
interest 2,50¢ 98t (439
Funds from operatior $ 76,62. $ 56,33t $ 27,23¢
I I I
Weighted average number of shi—diluted 70,503,66 59,291,74 38,764,59

SAME-STORE STABILIZED PROPERTY RESULTS (Dollars in thousands)

We consider our same-store stabilized plotto consist of only those properties which wetwlly-owned at the beginning and at the
end of the applicable periods presented and thet dehieved stabilization as of the first day aftsperiod. The following table sets forth
operating data for our same-store portfolio. Wesider the following same-store presentation to keammgful in
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regards to the properties shown below. These gepuiivide information relating to property-levelesgting changes without the effects of
acquisitions or completed developments.

Three Months Ended Year Ended Year Ended
December 31, December 31, December 31,
Percent Percent Percent

2007 2006 Change 2007 2006 Change 2006 2005 Change
Same-store rental revenue $ 40,09¢ $ 39,01¢ 2.8%$ 159,07 $ 153,07t 3.€%$ 83,91: $ 78,68: 6.6%
Same-store operating expens 13,23t 13,097 1.1% 54,72¢ 54,01« 1.2% 28,59¢ 27,43t 4.2%
Same-store net operating incon 26,86 25,91¢ 3.6% 104,34 99,06: 5.2% 55,31 51,24¢ 7.%%
Non sam-store rental revenut 16,387 6,10(C 168.6% 47,24¢ 17,91° 163.7% 87,08: 41,957 107.6%
Non sam-store operating expens 5,98( 2,54: 135.2% 18,34+« 8,22¢ 122.9% 33,647 18,52¢ 81.€%
Total rental revenue 56,48 45,11¢ 25.2% 206,31! 170,99: 20.7% 170,99: 120,64( 41.7%
Total operating expens: 19,21t 15,64( 22. % 73,07( 62,24 17.4% 62,24 45,96: 35.4%
Samestore square foot occupan
as of quarter en 84.1% 85.1% 84.1% 85.1% 85.5% 85.4%
Properties included in sar-store 181 181 181 181 102 10z

Comparison of the Year Ended December 31, 2007 the Year Ended December 31, 2006

The increase in same-store rental revewassprimarily due to increased rental rates to aed existing tenants and our ability to
maintain occupancy. The increase in same-storeatipgrexpenses was due to an increase in reparmaimtenance, insurance and property
taxes.

Comparison of the Year Ended December 31, 2006 theé Year Ended December 31, 2005

The increase in same-store rental revewassprimarily due to increased rental rates to aed existing tenants and our ability to
maintain occupancy. The increase in same-storeatipgrexpenses was primarily due to an increapedperty taxes and utilities.

CCS and CCU Property Performance:

Upon the achievement of certain levelsaifgperating income with respect to 14 of our paditized properties, our CCSs and our
Operating Partnership's CCUs will convert into &ddal shares of common stock and OP units, resdgt beginning with the quarter ending
March 31, 2006. As of December 31, 2007, there ie4é3,342 CCS/CCUs converted to shares and OR.UBased on the performance of
properties as of December 31, 2007, an additioss)162 CCS/CCUs became eligible for conversion. Adeerd of directors approved the
conversion of these CCS/CCUs on February 1, 20@@athe Company's charter, and the shares anchiddwere issued on February 5, 20
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The table below outlines the performancthefproperties for the three months and yearseBeéeember 31, 2007 and 2006, respectively
and for the years ended December 31, 2006 and 2005.

Three Months Ended Year Ended Year Ended
December 31, December 31, December 31,
Percent Percent Percent

2007 2006 Change 2007 2006 Change 2006 2005 Change
CCSJ/CCU rental revenur $ 3,14: $ 2,82¢ 11.5% $ 12,08¢ $ 10,43t 15% $ 10,60: $ 8,43: 25.7%
CCS/CCU operating expens 1,06¢ 1,24¢ (14.9% 5,03¢ 5,43¢ (7.4% 5,44( 5,47¢ (0.7%
CCSJ/CCU net operating incon 2,077 1,58( 31.5% 7,05C 4,99¢ 41.2% 5,162 2,95¢ T74.1%
Non CCS/CCU rental revenu 53,34( 42,29: 26.1% 194,22¢ 160,56( 21.(% 160,39: 112,20¢ 42.%%
Non CCS/CCU operating expens 18,14¢ 14,39¢ 26.1% 68,03: 56,80 19.&€% 56,80: 40,48¢ 40.2%
Total rental revenue 56,48: 45,11¢ 25.2% 206,31¢ 170,99: 20.7% 170,99: 120,64( 41.7%
Total operating expens: 19,21¢ 15,64( 22.% 73,07( 62,24 17.2% 62,24 45,96: 35.4%
CCS/CCU square foot occupancy as o
quarter enc 77.€% 74.1% 77.€% 74.1% 74.1% 69.%
Properties included in CCS/CC 14 14 14 14 14 14

Comparison of the Year Ended December 31, 2007 theé Year Ended December 31, 2006

The increase in revenues was primarilytduacreased rental rates to new and existing tsreamd increases in occupancy. The decre:
same-store operating expenses was due to a praperagjustment from prior years.

Comparison of the Year Ended December 31, 2006 theé Year Ended December 31, 2005

The increase in same-store rental revewaassprimarily due to increased rental rates to apd existing tenants and increases in
occupancy.

CASH FLOWS (Dollars in thousands)
Comparison of the Year Ended December 31, 2007 the Year Ended December 31, 2006

Cash flows provided by operating activitresre $101,332 and $76,885 for the years endedrbeae31, 2007 and 2006, respectively.
increase in cash provided by operating activitias @ue to the addition through acquisition of n&abitized properties. In addition, the
increase was also a result of the collection ogirables from affiliated joint ventures and relagedties and the timing of payments of acco
payable and accrued expenses as a result of nopaedtions.

Cash used in investing activities was $8%3,and $239,778 for the years ended DecembelOBY, &nd 2006, respectively. The increase
in 2007 is primarily the result of the additionakt being used to fund acquisition and developraetitities.

Cash provided by financing activities wa88 823 and $205,041 for the years ended Decemh@0BY and 2006, respectively. The
decrease in 2007 was due to an increase in neiioigs and notes payable (net of principal paymesft$207,795 that was offset by a loan to
a Preferred Unit holder of $100,000 in 2007. Aduhitlly, net proceeds from share issuances of $I@4kre received in 2006 compared to $0
in 2007.

Comparison of the Year Ended December 31, 2006 the Year Ended December 31, 2005

Cash flows provided by operating activitiesre $76,885 and $17,463 for the years ended Dm®e®i, 2006 and 2005, respectively. The
increase in cash provided by operating activities @ue to the addition of new stabilized propeitiekiding properties added as a result of the
SUSA
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acquisition. In addition, the increase was alsesailt of the collection of receivables from affifid joint ventures and related parties as a result
of normal operations.

Cash used in investing activities was $238,and $614,834 for the years ended December0®6, 2nd 2005, respectively. The decrease
in 2006 is primarily the result of the $530,972Zath paid in the acquisition of Storage USA in 26@5et by the increase in the acquisition of
other real estate assets in 2006 versus 2005.

Cash provided by financing activities w29%,041 and $601,695 for the years ended Decenmh@086 and 2005, respectively. The
decrease consisted primarily of additional borr@siim 2006 of $165,666 versus $808,936 in 2005 retgroceeds from share issuances of
$194,474 in 2006 versus $271,537 in 2005. Thisafet by repayments on borrowings of $98,866 iG&@ompared to $431,255 in 2005. In
addition, the Company also paid $50,005 in dividetcdcommon stockholders in 2006, compared to 8%4ij5 2005.

2007 OPERATIONAL SUMMARY

Our 2007 operating results were positivet maflected solid operating fundamentals and oferat efficiency with increases in both
revenues and net operating income. On a sameissig, revenue increased 3.9% and NOI increaséfl. 58me-store expense increases were
minimal, with a year-on-year increase of a mode3¥%l Revenue increases were driven mostly by raeth to existing tenants, as year-end
same-store occupancy decreased to 84.1% as contpa8Bd.% the previous year.

The markets of Chicago, Columbus, Dallas ldouston were top performers in year-on-year ragggrowth at stabilized properties. The
markets of San Francisco/Oakland and Detroit @atized solid year-on-year increases in revenues.

Markets performing below the portfolio axge in year-on-year revenue growth included Atlahés Vegas, Sacramento and Phoenix.
Properties in markets throughout Florida contiraupdrform below the portfolio average, though theupancy began to stabilize during the
three months ended December 31, 2007.

OUTLOOK

Though the level of growth experienced @2 was less than in 2006, we continue to seeggtren self-storage fundamentals in many of
our core markets. We believe that the ability wréase revenues in 2008 over levels achieved i 2Qi3ts, as field surveys show low level
new supply and our internal customer research ategccontinued demand for the self-storage pradstpet

We anticipate continued competition fromoglerators, both public and private, in all of tharkets in which we operate. However, we
believe that the quality and location of our prapgortfolio, our scale as the second largest dpe self storage, our revenue management
systems, and experienced team give us the alalipetform well in various competitive and economriwironments.

LIQUIDITY AND CAPITAL RESOURCES

As of December 31, 2007, we had approxim&t7.4 million available in cash and cash equenés. We intend to use this cash to
purchase additional self-storage properties, td figvelopment and to fund operations in the fikst tjuarters of 2008. We are required to
distribute at least 90% of our net taxable incoexejuding net capital gains, to our stockholderaorannual basis to maintain our qualifica
as a REIT. Therefore, it is unlikely that we wille any substantial cash balances that could lzetageeet our liquidity needs. Instead, these
needs must be met from cash generated from opesadiod external sources of capital.
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At December 31, 2007, we had $24.5 milfian value invested in ARS which are classifiedaslable-for-sale investments. Auction rate
securities are generally long-term debt instrumérds provide liquidity through a Dutch auction pegs that resets the applicable interest rate
at pre-determined calendar intervals, generallyye28 days. This mechanism allows existing investorrollover their holdings and continue
to own their respective securities or liquidatdrtheldings by selling their securities at par. Gwrestments are in non-mortgage-backed ARS,
are insured against loss of principal and intezesthave credit ratings of AAA—AA. As a result afauccessful auctions, the interest rate is
paid at LIBOR plus 125 or 150 basis points andithédity of these investments has been diministBaked on our ability to access our cash
and cash equivalents, our expected operating éash,fand our other sources of cash including oeditline, we do not anticipate that the
lack of liquidity on these investments will affemir ability to operate our business. Related tsdtailed auctions, we recorded a $1.2 million
other-than-temporary impairment charge and a $1llibomtemporary impairment charge to reduce thiigaf our investment in ARS to an
estimated fair value of $21.8 million.

On October 19, 2007, we entered into a $£00.0 million revolving line of credit (the "Crediine") that matures October 31, 2010. We
intend to use the proceeds of the Credit Line faragal corporate purposes. The Credit Line hastaneist rate of between 100 and 205 basis
points over LIBOR, depending on certain of our fio@l ratios. The Credit Line is collateralized ioprtgages on certain real estate assets. As
of December 31, 2007, the Credit Line had $100l0aniof capacity based on the assets collateradithe Credit Line. No amounts were
outstanding on the Credit Line at December 31, 2007

On October 4, 2004, we entered into a everterest rate swap (the "Swap Agreement”) with. Bank National Association, relating to
our existing $61.8 million fixed rate mortgage witfachovia Bank, which is due in 2009. Pursuanh&oSwap Agreement, we will receive
fixed interest payments of 4.3% and pay variablerest payments based on the one-month LIBOR pit# @n a notional amount of
$61.8 million. There were no origination fees drestup front costs incurred by us in connectiorlie Swap Agreement.

As of December 31, 2007, we had approximéie.3 billion of debt, resulting in a debt todbtapitalization ratio of 56.6%. As of
December 31, 2007, the ratio of total fixed ratbtdad other instruments to total debt was 90.58&. Weighted average interest rate of the
total of fixed and variable rate debt at Decemider2p07 was 5.1%.

We expect to fund our short-term liquidigguirements, including operating expenses, remyicapital expenditures, dividends to
stockholders, distributions to holders of OP uaitsl interest on our outstanding indebtedness ootiiobperating cash flow, cash on hand and
borrowings under our Credit Line.

Long-Term Liquidity Needs

Our long-term liquidity needs consist priihyaof distributions to stockholders, new facilithevelopment, property acquisitions, principal
payments under our borrowings and non-recurringt@agxpenditures. We do not expect that our ojreyatash flow will be sufficient to fund
our long term liquidity needs and instead expedutm such needs out of additional borrowings, tjgentures with third parties, and from the
proceeds of public and private offerings of eqaityl debt. We may also use OP Units as currenaynit dcquisitions from self-storage owners
who desire tax-deferral in their exiting transaesio

OFF-BALANCE SHEET ARRANGEMENTS

Except as disclosed in the notes to ownrfamal statements, we do not currently have araticgiships with unconsolidated entities or
financial partnerships, such as entities oftenrreteto as
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structured finance or special purposes entitiesclwtypically are established for the purpose aflfi@ating off-balance sheet arrangements or
other contractually narrow or limited purposes.tier, except as disclosed in the notes to our igduistatements, we have not guaranteed any
obligations of unconsolidated entities nor do weehany commitments or intent to provide fundingy such entities. Accordingly, we are
materially exposed to any financing, liquidity, ket or credit risk that could arise if we had erggh@ these relationships.

CONTRACTUAL OBLIGATIONS (Dollars in thousands)

The following table sets forth information payments due by period at December 31, 2007:

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

Operating lease $ 62,27: $ 544, % 10,19 $ 8,09¢ $ 38,531
Notes payable, exchangeable senior notes
notes payable to trus

Interest 638,67 67,357 104,83. 81,86¢ 384,61¢

Principal 1,319,77. 43,49¢ 415,01: 83,32« 777,93
Total contractual obligatior $ 2,020,72. $ 116,29¢ $ 530,03¢ $ 173,29 $ 1,201,09:.

As of December 31, 2007, the weighted ayeraterest rate for all fixed rate loans was 5.8%@ the weighted average interest rate on all
variable rate loans was 5.9%.

FINANCING STRATEGY

We will continue to employ leverage in @apital structure in amounts reviewed from timérce by our board of directors. Although ¢
board of directors has not adopted a policy whietit$ the total amount of indebtedness that we mayr, we will consider a number of fact
in evaluating our level of indebtedness from timéitne, as well as the amount of such indebtedttedswill be either fixed or variable rate. In
making financing decisions, we will consider fastarcluding but not limited to:

. the interest rate of the proposed financing;

. the extent to which the financing impacts flexiyilin managing our propertie

. prepayment penalties and restrictions on refinancin

. the purchase price of properties acquired with éiabnhcing;

. long-term objectives with respect to the financi

. target investment return

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

. overall level of consolidated indebtedne

. timing of debt and lease maturities;

. provisions that require recourse and cross-coléiration;

. corporate credit ratios including debt service cage, debt to total capitalization and debt to pneeiated assets; a

. the overall ratio of fixed and variable rate d¢
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Our indebtedness may be recourse, non-regar cross-collateralized. If the indebtednes®isrecourse, the collateral will be limited to
the particular properties to which the indebtedmekges. In addition, we may invest in propersiabject to existing loans collateralized by
mortgages or similar liens on our properties, oy medinance properties acquired on a leveragedsb¥g: may use the proceeds from any
borrowings to refinance existing indebtednessefmance investments, including the redevelopméekisting properties, for general working
capital or to purchase additional interests innamhips or joint ventures or for other purposesmive believe it is advisable.

SEASONALITY

The self-storage business is subject te@® fluctuations. A greater portion of revenued profits are realized from May through
September. Historically, our highest level of ocangy has been at the end of July, while our loveas! of occupancy has been in late
February and early March. Results for any quartay not be indicative of the results that may beeaad for the full fiscal year.

RECENT ACCOUNTING PRONOUNCEMENTS

Emerging Issues Task Force ("EITF") Topid@®, "Determining the Nature of a Host Contract Relata tHybrid Financial Instrument
Issued in the Form of a Share under FASB StateMen133" ("Topic D-109"), discussed at the March 15, 2007 EITF meetiuas effective
the beginning of the first fiscal quarter beginnafter June 15, 2007. Topic D-109 provides the Stf's view as to how one must evaluate
whether a preferred stock "host" contract is a thelst or an equity host. It states that the deteaition of the nature of the host contract for a
hybrid financial instrument (that is, whether treure of the host contract is more akin to delibaquity) issued in the form of a share should
be based on a consideration of economic charatitsrand risks. The SEC staff believes that thesictamation of the economic characteristics
and risks of the host contract should be basedl dneastated and implied substantive terms antufea of the hybrid financial instrument. T
may represent a change from the way these instrismesre analyzed in the past.

We elected to early adopt Topic D-109 wtspkecifically relates to the issuance of Prefe@&dUnits in connection with the AAAAA
Rent-A-Space acquisition that was completed dutiegquarter ended June 30, 2007.

In September 2006, the FASB issued Stateienl57, "Fair Value Measurements("FAS 157"). FAS 157 defines fair value,
establishes guidelines for measuring fair value@mhnds disclosures regarding fair value measuresmeAS 157 applies under other
accounting pronouncements that require or pernrivédue measurements, and does not require anyfaewalue measurements. FAS 157 is
effective for financial statements issued for flgears beginning after November 15, 2007 and imtg@eriods within those fiscal years. In
February 2008, the FASB issued FASB Staff PosiNon 157-2, "Effective Date of FASB Statement No. 1%he "FSP"). The FSP amends
FAS 157 to delay the effective date for FAS 157rfonfinancial assets and nonfinancial liabilitiesgept for items that are recognized or
disclosed at fair value in the financial statememts recurring basis. For items within its scdpe,FSP defers the effective date of FAS 157 to
fiscal years beginning after November 15, 2008 iatetim periods within those fiscal years. We hawe quantified the impact that the
adoption of FAS 157 will have on our financial staents.

In February 2007, the FASB issued StaterNentl59, "The Fair Value Option for Financial Assets and Fioal Liabilities
" ("FAS 159"). Under FAS 159, a company may eleatnieasure eligible financial assets and finan@ailities at fair value. Unrealized gains
and losses on items for which the fair value optiaa been elected are reported in earnings atsedad®quent reporting date. This statement is
effective for fiscal years beginning after Novemb8r 2007. We have not quantified the impact thatadoption of FAS 159 will have on our
financial statements.
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In December 2007, the FASB issued revigateSient No. 141, Business Combinatiofig"FAS 141(R)"). FAS 141(R) establishes
principles and requirements for how an acquirex business combination recognizes and measurtsfindancial statements the assets
acquired and liabilities assumed. Generally, asseigired and liabilities assumed in a transaatithbe recorded at the acquisition-date fair
value with limited exceptions. FAS 141(R) will alsbange the accounting treatment and disclosureeitain specific items in a business
combination. FAS 141(R) applies proactively to mess combinations for which the acquisition da@nisr after the beginning of the first
fiscal year beginning on or after December 15, 2008 will assess the impact of FAS 141(R) if ancewla future acquisition occurs.
However, the application of FAS 141(R) will resalta significant change in accounting for futurguaisitions after the effective date.

In December 2007, the FASB issued StatemdentL60, "Noncontrolling Interests in Consolidated Financ&htements—An Amendment
of ARB No. 51("FAS 160"). FAS 160 establishes new accountingrapdrting standards for the nopntrolling interest in a subsidiary and
the deconsolidation of a subsidiary. FAS 160 is@ffie for fiscal years beginning on or after Debeml5, 2008. We do not currently expect
the adoption of FAS 160 to have a material impactwr financial statements.

ltem 7A. Quantitative and Qualitative Disclosures About Market Risk
Market Risk

Market risk refers to the risk of loss fragverse changes in market prices and interest 1@tg future income, cash flows and fair values
of financial instruments are dependent upon praagaiharket interest rates.

Interest Rate Risk

Interest rate risk is highly sensitive tamy factors, including governmental monetary andotaicies, domestic and international
economic and political considerations and othetofacbeyond our control.

As of December 31, 2007, we had approximdaie.3 billion in total debt of which $124.9 mdih was subject to variable interest rates
(including the $61.8 million on which we have tlewerse interest rate swap). If LIBOR were to inseear decrease by 100 basis points, the
increase or decrease in interest expense on tiablearate debt would increase or decrease futamgiregs and cash flows by approximately
$1.2 million annually.

Interest rate risk amounts were determimedonsidering the impact of hypothetical intemagés on our financial instruments. These
analyses do not consider the effect of any chamgeérall economic activity that could occur. Ferthin the event of a change of that
magnitude, we may take actions to further mitigateexposure to the change. However, due to thertainty of the specific actions that
would be taken and their possible effects, thes¢yaas assume no changes in our financial structure

The fair value of fixed rate notes payadie notes payable to trusts at December 31, 2088 hillion. The carrying value of these
fixed rate notes payable at December 31, 2007 wasksllion.
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All other schedules have been omitted sthegrequired information is not present or nospre in amounts sufficient to require
submission of the schedule, or because the infeemagquired is included in the consolidated finahstatements or notes thereto.
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Reports of Independent Registered Public Accountingirms
To the Board of Directors and Stockholders of Efpace Storage Inc.

We have audited the accompanying cons@itbtlance sheets of Extra Space Storage Inc.unsigries (“the Company") as of
December 31, 2007 and 2006, and the related cdiasetl statements of operations, stockholders'yedunid cash flows for each of the three
years in the period ended December 31, 2007. Qiitsaalso included the financial statement schetisded in the index at Iltem 8. The
financial statements and schedule are the respghitysds the Company's management. Our responsjbisi to express an opinion on these
financial statements and schedule based on outsaudi

We conducted our audits in accordance thighstandards of the Public Company Accounting €igat Board (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenewntelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statementened to above present fairly, in all materialpests, the consolidated financial position of the
Company at December 31, 2007 and 2006, and thelkdated results of their operations and their déshlis for each of the three years in the
period ended December 31, 2007, in conformity WitS. generally accepted accounting principles. Als@ur opinion, the related financial
statement schedule, when considered in relatidhetdasic consolidated financial statements takemwahole, presents fairly, in all material
respects, the information set forth therein.

As discussed in Note 2 to the consolidéitehcial statements, the Company changed its ndetfiaccounting for stock-based
compensation as of January 1, 2006, in accordaithelve guidance provided in Statements of Findrstaounting Standards No. 123(R)
"Share-Based Payments."

We also have audited, in accordance wighstandards of the Public Company Accounting Ogbtdoard (United States), the
effectiveness of the Company's internal controlrdvencial reporting as of December 31, 2007, Hase criteria established in Internal
Control—Integrated Framework issued by the CommittESponsoring Organizations of the Treadway Cogaion and our report dated
February 28, 2008 expressed an unqualified opitiiereon.

/sl Ernst & Young LLF

Salt Lake City, Utah
February 28, 2008
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Extra Space Storage Inc.

Consolidated Balance Sheets

(Dollars in thousands, except share data)

Assets:

Real estate asse
Net operating real estate ass
Real estate under developm

Net real estate ass¢

Investments in real estate ventu

Cash and cash equivale

Investments availak-for-sale

Restricted cas

Receivables from related parties and affiliated estate joint venture
Other assets, n

Total asset

Liabilities, Minority Interests and Stockholders' Equity:
Notes payabli

Notes payable to trus

Exchangeable senior not

Line of credit

Accounts payable and accrued expet

Other liabilities

Total liabilities

Commitments and contingenci

Minority interest represented by Preferred OpegaRartnership unit:
net of $100,000 note receivable (Note

Minority interest in Operating Partnerst

Other minority interest

Stockholders' equity
Preferred stock, $0.01 par value, 50,000,000 stardmrized, n
shares issued or outstand
Common Stock, $0.01 par value, 300,000,000 andd200000
shares authorized and 65,784,274 and 64,167,098ssisaued anc
outstanding at December 31, 2007 and December08S5, 2
respectively
Paic-in capital
Other comprehensive defic
Accumulated defici

Total stockholders' equit

Total liabilities, minority interests and stockhetd' equity

December 31, 200

December 31, 200!

$ 179137 $  1,382,05
49,94 35,33¢
1,841,32; 1,417,39,
95,16¢ 88,11
17,37 70,80
21,81 —
34,44¢ 44,28:
7,38¢ 15,88(
36,56( 33,35¢

$ 205407 $  1,669,82
| |
$ 950,18: $ 828,58
119,59( 119,59(
250,00 —
31,34¢ 25,70«
18,05¢ 17,23
1,369,17; 991,11
30,04 —
35,13 34,84
(194) 317

65¢ 64z
826,02 822,18:
(1,415) —
(205,349 (179,26
619,92: 643,55!

$ 205407 $  1,669,82
| |

See accompanying notes.

51




Extra Space Storage Inc.

Consolidated Statements of Operations

(Dollars in thousands, except share and per shareth)

Revenues:
Property renta
Management and franchise fe
Tenant insuranc
Development fee
Other income

Total revenue

Expenses:
Property operation
Tenant insuranc
Unrecovered development and acquisition ¢
General and administratiy
Depreciation and amortizatic

Total expense

Income before interest, Preferred Operating Pastrigrequity in
earnings of real estate ventures, impairment amarity interest:

Interest expens

Interest incomt

Interest income on note receivable from Preferrad hblder
Equity in earnings of real estate ventu

Fair value adjustment of obligation associated \Witeferred
Operating Partnership units (Note :

Impairment of investments availa-for-short

Minority interes—Operating Partnersh

Minority interest—other

Net income (loss

Fixed distribution paid to Preferred Operating Rarship unit
holder (Note 15

Net income (loss) attributable to common stockholde

Net income (loss) per common sh
Basic
Diluted

Weighted average number of sha

Basic
Diluted

Cash dividends paid per common share

For the Year Ended December 31

2007 2006 2005
$ 206,31 $ 170,99 $ 120,64(
20,59¢ 20,88: 10,65(
11,04¢ 4,31¢ 1,887
357 272 992
547 79¢ 564
238,86t 197,26 134,728
73,07 62,24 45,96:
4,71C 2,32¢ 1,02¢
76E 26¢ 302
36,72: 35,60( 24,08
39,801 37,17: 31,00
155,06¢ 137,61 102,37
83,79¢ 59,65: 32,35¢
(61,015 (50,952) (42,549
7,92t 2,46¢ 1,62t
2,49; — —
5,30( 4,69: 3,17(
1,05¢ — —
(1,239 — —
(2,509) (985) 434
281 — —
36,00 14,87¢ (4,966)
(1,510) — —
$ 34,58: $ 14,87¢ $ (4,966)
| | |
$ 05: $ 027 $ (0.14)
$ 05: $ 027 $ (0.19)
64,688,74 54,998,93 35,481,53
70,503,66 59,291,74 35,481,53
$ 0.9: $ 091 $ 0.91

See accompanying notes.






Balances at December 31, 2004

Issuance of common stock, net of offel
costs

Conversion of Operating Partnership u
to common stocl

Issuance of common stock upon the
exercise of option

Restricted stock grants issu
Amortization of deferred stock
compensatiol

Net loss

Dividends paid on common stock at $C
per share

Balances at December 31, 2005

Reclassification of deferred compensa
upon adoption of SFAS 123

Issuance of common stock, net of offel
costs

Issuance of common stock upon the
exercise of option

Issuance of common stock to board
members

Restricted stock grants issu

Restricted stock grants cancel
Compensation expense related to stoc
based award

Conversion of Operating Partnership u
to common stocl

Other adjustment

Net income

Dividends paid on common stock at $C
per share

Balances at December 31, 2006

Issuance of common stock upon the
exercise of option

Restricted stock grants issu

Restricted stock grants cancel
Conversion of Contingent Conversion
Shares to common sto

Compensation expense related to stoc
based award

Fixed distribution paid to Preferred
Operating Partnership unit holc
Change in fair value of auction rate
securities

Net income

Dividends paid on common stock at $C
per share

Balances at December 31, 2007

Extra Space Storage Inc.

Consolidated Statements of Stockholders' Equity

(Dollars in thousands, except share data)

Common Stock

Accumulated

Other Total
Paid-in Deferred Accumulated Comprehensive Stockholders'

Shares Par Value Capital Compensation Deficit Deficit Equity
31,169,95 $ 312 $ 347,88. $ — $ (104,589 $ — 3 243,60
20,000,00 20C 271,33 — — — 271,53
400,00( 4 3,92¢ — — — 3,927
5,84t — 7 — — — 7
190,00( 2 2,97¢ (2,975) — — —
— — — 601 — — 601
— — — — (4,96¢€) — (4,96¢€)
_ — — — (34,58Y) — (34,58Y)
51,765,79 51¢€ 626,12: (2,379 (144,13%) — 480,12¢
— — (2,379 2,37¢ — — —
12,075,00 121 194,78( — — — 194,90:
98,00: 1 54& — — — 54¢
12,00( — — — — — —
49,80( — — — — — —
(33,500 — — — — — —
— — 1,72¢ — — — 1,72¢
200,00( 2 1,80¢ — — — 1,811
— — (427) — — — (427)
= = — — 14,87¢ — 14,87¢
— — — — (50,00%) — (50,00%)
64,167,09 64z 822,18: — (179,26%) — 643,55!
126,80: 1 1,72( — — — 1,721
120,72¢ 1 — — — — 1
(3,082) — — — — — —
1,372,72i 14 — — — — 14
— — 2,12¢ — — — 2,12¢
— — — — (1,510 — (1,510
— — — — — (1,415 (1,415
= = — — 36,09: — 36,09¢
_ — — — (60,664 — (60,66¢)
65,784,27. $ 65¢€ $ 826,02t $ — 3 (205,349 $ (1,415 $ 619,92:

See accompanying notes.
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Extra Space Storage Inc.
Consolidated Statements of Cash Flows
(Dollars in thousands)

For the Year Ended December 31

2007 2006 2005

Cash flows from operating activities:
Net income (loss $ 36,09 $ 14,87¢ $ (4,96€)
Adjustments to reconcile net income (loss) to rehcprovided by
operating activities

Depreciation and amortizatic 39,80: 37,17: 31,00¢
Amortization of deferred stock compensat — — 601
Amortization of deferred financing cos 3,30¢ 2,36t 2,692
Fair value adjustment of obligation associated \Witbferred
Operating Partnership units (Note : (1,059 — —
Impairment of investments availa-for-sale 1,23: — —
Stock compensation exper 2,12¢ 1,72¢ —
Gain (loss) allocated to minority intere 2,221 98t (434)
Distributions from operations of real estate veasun excess of
earnings 3,94¢ 5,55¢ 6,35¢
Changes in operating assets and liabilit
Receivables from related parti 5,90¢ 7,80 (18,697)
Other asset 4,58¢ 3,02¢ (1,129
Accounts payable and accrued expel 5,642 (2,427 2,30¢
Other liabilities (2,485 5,792 (280)
Net cash provided by operating activit 101,33: 76,88" 17,46:

Cash flows from investing activities:

Acquisition of real estate assi (183,69() (174,30 (79,22)
Investments in trust preferred securit — — (3,590
Acquisition of Storage US, — — (530,977
Development and construction of real estate a: (45,63¢) (34,787 (20,209
Proceeds from sale of real estate as 1,99¢ 72€ —
Investments in real estate ventu (20,83¢) (5,660 (395)
Return of capital distributions of real estate wees 284 — —
Net purchases of investments avail-for-sale (24,460 — —
Change in restricted ca 9,83: (25,87¢) (4,110
Principal payments received on notes receiv — 1,811 25,93¢
Purchase of equipment and fixtu (2,077 (1,699 (2,279

Net cash used in investing activiti (253,579 (239,779 (614,83

See accompanying notes.
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Extra Space Storage Inc

Consolidated Statements of Cash Flows (Continued)

(Dollars in thousands)

For the Year Ended December 31

2007 2006 2005
Cash flows from financing activities:
Proceeds from exchangeable senior n 250,00( — —
Proceeds from notes payable, notes payable tetanst line of credi 56,75¢ 165,66t 808,93t
Principal payments on notes payable and line afit (32,169 (98,86¢) (431,259
Deferred financing cos (8,867) (3,399 (9,267)
Loan to Preferred OP unit hold (100,000 — —
Minority interest investment — 92 22¢
Redemption of Operating Partnership units held byonity interest (874) — (895)
Proceeds from issuance of common shares — 194,47: 271,53
Net proceeds from exercise of stock opti 1,721 54¢€ 7
Dividends paid on common sto (60,664 (50,00 (34,585
Distributions to Operating Partnership units hefdhinority interes (7,08%) (3,477 (3,009)
Net cash provided by financing activiti 98,82 205,04: 601,69!
Net increase (decrease) in cash and cash equis (53,429 42,14¢ 4,32¢
Cash and cash equivalents, beginning of the pi 70,80! 28,65 24,32¢
Cash and cash equivalents, end of the peric $ 17,377 $ 70,80. $ 28,65
I I I
Supplemental schedule of cash flow information
Interest paid, net of amounts capitali: $ 55,13: $ 47,68: $ 37,46¢
Supplemental schedule of noncash investing and finaing activities:
Acquisitions:
Real estate assets acquired (including intangiédets’ $ 231,03 $ 27,09 $ 54,76
Notes payable assum (95,207 (10,87¢) (10,260
Notes receivabl — (10,29¢) (21,68()
Preferred Operating Partnership units issued asideration (131,499 — —
Investment in real estate ventu (502) (2,78%) —
Minority interest in Operating Partnerst (3,839 (3,130 (22,82
Conversion of Operating Parntership Units held lyarity interests fo
common stocl — 1,811 3,92
Restricted stock grants to employ: — — 2,97
Temporary impairment of investments availi-for-sale (1,41%) — —

See accompanying notes.
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Extra Space Storage Inc.
Notes to Consolidated Financial Statements
December 31, 2007

(Dollars in thousands, except share and per shareath)
1. DESCRIPTION OF BUSINESS
Business

Extra Space Storage Inc. (the "Companyd) self-administered and self-managed real estagsiment trust ("REIT"), formed as a
Maryland Corporation on April 30, 2004 to own, agter, manage, acquire and develop self-storagétiexilocated throughout the United
States. The Company continues the business of Eplaae Storage LLC and its subsidiaries (the "Retor"), which had engaged in the self-
storage business since 1977. The Company's infargstproperties is held through its operatingtparship, Extra Space Storage LP (the
"Operating Partnership"), which was formed on Mag®4. The Company's primary assets are genemtalgpand limited partner interests in
the Operating Partnership. This structure is comynaierred to as an umbrella partnership REITJBREIT. The Company has elected to be
taxed as a REIT under the Internal Revenue Cod®&8, as amended (the "Internal Revenue Code")h& extent the Company continues to
qualify as a REIT, it will not be subject to taxithvcertain limited exceptions, on the taxable mecthat is distributed to its stockholders.

The Company invests in self-storage faesiby acquiring or developing wholly-owned faddlé or by acquiring an equity interest in real
estate entities. At December 31, 2007, the Compaxydirect and indirect equity interests in 606age facilities located in 33 states, and
Washington, D.C. In addition, the Company manadegréperties for franchisees or third parties brigghe total number of properties which
it owns and/or manages to 651.

The Company operates in two distinct segmdm) property management, acquisition and devent; and (2) rental operations. The
Company's property management, acquisition andlojevesnt activities include managing, acquiring, @eping and selling self-storage
facilities. The rental operations activities inctucental operations of self-storage facilities. Slmle tenant accounts for more than 5% of rental
income.

Initial Public Offering

On August 17, 2004, the Company completedhitial public offering (the "Offering™) of 20(,000 shares of common stock, with
proceeds to the Company of $234,825, net of offeciwsts of $17,675. As part of the offering, therPany granted the underwriters the right
to purchase an additional 3,030,000 shares witbide8/s after the Offering to cover over-allotme@a. September 1, 2004, the underwriters
exercised their right and purchased 3,030,000 shireommon stock with proceeds to the Company36f324, net of offering costs of $2,6
The Company also paid additional offering cost$®674 as part of the Offering.

In connection with the Offering, the existiholders of Class A, Class B, Class C and Cladsits in the Predecessor exchanged these
units for an aggregate of 7,939,950 shares of comstuxk, 1,608,437 Operating Partnership ("OP")s4i8,888,843 contingent conversion
shares ("CCSs"), 200,046 contingent conversiorsy@CUs") and $18,885 in cash. As a result of éixishange, the Predecessor became a
wholly-owned subsidiary of the Operating Partngrshis of December 31, 2007, the Operating Partiemshs a 92.88% subsidiary of the
Company. The transaction did not result in a changlee carrying value of the Predecessor's assetdiabilities because the exchange was
accounted for at historical cost as a transfeiseéts between companies under common control.
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Extra Space Storage Inc
Notes to Consolidated Financial Statements (Contirad)
December 31, 2007
(Dollars in thousands, except share and per shareath)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The consolidated financial statements agsgnted on the accrual basis of accounting inrdecce with U.S. generally accepted
accounting principles and include the accounthef@ompany and its wholly or majority owned sulsgiigis. All intercompany balances and
transactions have been eliminated in consolidation.

The Company follows FASB Interpretation M6R, "Consolidation of Variable Interest Entitié¢"'FIN 46R"), which addresses the
consolidation of variable interest entities ("VIESUnder FIN 46R, arrangements that are not cdetidhrough voting or similar rights are
accounted for as VIEs. An enterprise is requiredaiosolidate a VIE if it is the primary beneficiasf/the VIE.

Under FIN 46R, a VIE is created when (g #yuity investment at risk is not sufficient tarpé the entity to finance its activities without
additional subordinated financial support from otparties, or (ii) the entity's equity holders agraup either: (a) lack direct or indirect ability
to make decisions about the entity through votingimilar rights, (b) are not obligated to absoxpexted losses of the entity if they occur, or
(c) do not have the right to receive expected tediceturns of the entity if they occur. If an énis deemed to be a VIE pursuant to FIN 46R,
the enterprise that is deemed to absorb a majofritye expected losses or receive a majority oketenl residual returns of the VIE is
considered the primary beneficiary and must codatdi the VIE.

Based on the provisions of FIN 46R, the @any has concluded that under certain circumstanbes the Company (i) enters into option
agreements for the purchase of land or facilitiemfan entity and pays a non-refundable deposiij)anters into arrangements for the
formation of joint ventures, a VIE may be createder condition (ii) (b) or (c) of the previous pagraph. For each VIE created, the Company
has considered expected losses and residual rdtasesl on the probability of future cash flows attimed in FIN 46R. If the Company is
determined to be the primary beneficiary of the Mte assets, liabilities and operations of the ¥il& consolidated with the Company's
financial statements.

The Company's investments in real estae y@ntures, where the Company has significartiérfce, but not control and joint ventures
which are VIEs in which the Company is not the @iynbeneficiary, are recorded under the equity oekthf accounting on the accompanying
consolidated financial statements.

Use of Estimates

The preparation of financial statementsdnformity with U.S. generally accepted accounfinigiciples requires management to make
estimates and assumptions that affect the repartexiints of assets and liabilities and disclosuireofingent assets and liabilities at the da
the financial statements and the reported amodmsvenues and expenses during the reporting pefictdial results could differ from those
estimates.
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Extra Space Storage Inc
Notes to Consolidated Financial Statements (Contirad)
December 31, 2007
(Dollars in thousands, except share and per shareath)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Real Estate Assets

Real estate assets are stated at cosgdeamulated depreciation. Direct and allowableriml costs associated with the development,
construction, renovation, and improvement of rethte assets are capitalized. Interest, propetgstand other costs associated with
development incurred during the construction pegelcapitalized. Capitalized interest during tearg ended December 31, 2007, 2006 and
2005 was $4,380, $3,232, and $460, respectively.

Expenditures for maintenance and repags<harged to expense as incurred. Major replacenaet betterments that improve or extend
the life of the asset are capitalized and deprediaver their estimated useful lives. Depreciaisocomputed using the straight-line method
over the estimated useful lives of the buildingd anprovements, which are generally between fivet 2 years.

In connection with the Company's acquisitid properties, the purchase price is allocatetiedangible and intangible assets and
liabilities acquired based on their fair valuese Malue of the tangible assets, consisting of Emdibuildings, are determined as if vacant, that
is, at replacement cost. Intangible assets, whiphesent the value of existing tenant relationstaps recorded at their fair values. The
Company measures the value of tenant relationdtasiped on the Company's experience with turnovis flacilities. The Company amortizes
to expense the tenant relationships on a straigatdlasis over the average period that a tenaxpected to utilize the facility (currently
estimated to be 18 months).

Intangible lease rights represent: (1) pase price amounts allocated to leases on two grep¢hat cannot be classified as ground or
building leases; these rights are amortized to espever the life of the leases; and (2) intangibédated to ground leases on four properties
that were acquired in 2007. These ground leases assumed by the Company at rates that were lavaéorahigher than the current market
rates for similar leases. The value associated théhe assumed leases were recorded as intangiblies, will be amortized over the lease
terms.

Evaluation of Asset Impairment

Long lived assets held for use are evatubtethe Company for impairment when events oruitstances indicate that there may be an
impairment. When such an event occurs, the Compampares the carrying value of these long-liveétss® the undiscounted future net
operating cash flows attributable to the assetsimfpairment loss is recorded if the net carryintyeaof the asset exceeds the undiscounted
future net operating cash flows attributable todhset. The impairment loss recognized equalsxtess of net carrying value over the related
fair value of the asset. Management has determingatoperty was impaired and no impairment chahge® been recognized for the years
ended December 31, 2007, 2006 and 2005.

When real estate assets are identified &yagement as held for sale, the Company discomstidelreciating the assets and estimates the
fair value of the assets, net of selling costshéfestimated fair value, net of selling costshefassets that have been identified for salests le
than the net carrying value of the assets, thealwation allowance is established. The operatidrassets held for
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Extra Space Storage Inc
Notes to Consolidated Financial Statements (Contirad)
December 31, 2007
(Dollars in thousands, except share and per shareath)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

sale or sold during the period are presented asulimued operations for all periods presented. ddament has determined no property was
held for sale at December 31, 2007.

Investments in Real Estate Ventures

The Company's investments in real estame y@ntures, where the Company has significahtiérfce, but not control and joint ventures
which are VIEs in which the Company is not the ignbeneficiary, are recorded under the equity oekthf accounting in the accompanying
consolidated financial statements.

Under the equity method, the Company'sstment in real estate ventures is stated at casadjusted for the Company's share of net
earnings or losses and reduced by distributionsit{£@ earnings of real estate ventures is gefheratognized based on the Company's
ownership interest in the earnings of each of tmonsolidated real estate ventures. For the puspafsgresentation in the statement of cash
flows, the Company follows the "look through" apact for classification of distributions from joiméntures. Under this approach,
distributions are reported under operating cash flaless the facts and circumstances of a spetiffitdbution clearly indicate that it is a return
of capital (e.g., a liquidating dividend or distrtion of the proceeds from the joint venture's sdlassets) in which case it is reported as an
investing activity.

Management assesses whether there ar@diogtors that the value of the Company's investmienunconsolidated real estate ventures
may be impaired when events or circumstances iteltbat there may be an impairment. An investmeithpaired if management's estimat
the fair value of the investment is less thandsying value. To the extent impairment has ocajramd is considered to be other than
temporary, the loss is measured as the excesg chtiying amount of the investment over the falue of the investment. No impairment
charges were recognized for the years ended Decedtth2007, 2006 and 2005.

Cash and Cash Equivalents

The Company's cash is deposited with firemastitutions located throughout the United 8sabf America and at times may exceed
federally insured limits. The Company considershahly liquid debt instruments with a maturity datf three months or less to be cash
equivalents.

Investments Available-for-Sale

The Company accounts for its investmentieibt and equity securities according to the piomsof Statement of Financial Accounting
Standards ("SFAS") No. 11Bccounting for Certain Investments in Debt and BgS8iecurities which requires securities classified as
"available-for-sale" to be stated at fair value justiments to fair value of available-for-sale sé@s are recorded as a component of other
comprehensive income. A decline in the fair valfimeestment securities below cost, that is deetodzk other than temporary, results in a
reduction in the carrying amount to fair value. Timpairment is charged to earnings and a new assior the security is established. The
Company classifies its investments in auction saturities as investments available-for-sale irett@mpanying balance sheet. These
investments are carried at fair value with tempprarrealized gains and losses
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Extra Space Storage Inc
Notes to Consolidated Financial Statements (Contirad)
December 31, 2007
(Dollars in thousands, except share and per shareath)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

included in accumulated other comprehensive defitie estimation process for fair valuing the ireents included consideration of such
factors as issuer and insurer credit rating, coatglarmarket data, if available, credit enhancemstrnttures, projected yields, discount rates
and terminal periods.

Restricted Cash

Restricted cash is comprised of escrowedduweposited with financial institutions locatad/arious states relating to earnest money
deposits on potential acquisitions, real estategaxsurance, capital expenditures and leasditiedi

Other Assets

Other assets consist primarily of equipraard fixtures, deferred financing costs, custongepants receivable, investments in trusts, and
prepaid expenses. Depreciation of equipment andrés is computed on a straidimte basis over three to seven years. Deferrechéiimg cost:
are amortized to interest expense using the effedtiterest method over the terms of the respedihz agreements.

Derivative Instruments and Hedging Activities

SFAS No. 133, Accounting for Derivative Instruments and Hedgirgjivities," as amended and interpreted, establishes acoguetid
reporting standards for derivative instruments laedging activities. The accounting for changehftir value of derivatives depends on the
intended use of the derivative and the resultirgigiation. Derivatives used to hedge the exposuchanges in the fair value of an asset,
liability or firm commitment attributable to a pextlar risk, are considered fair value hedges. &ees used to hedge the exposure to
variability in expected future cash flows, or otlhgves of forecasted transactions, are consideaskl ftow hedges.

For derivatives designated as fair valuggles, changes in the fair value of the derivative the hedged item related to the hedged risl
recognized in the statements of operations. Favatéres designated as cash flow hedges, the aféepbrtion of changes in the fair value of
the derivative is initially reported in other corepensive income (loss), outside of earnings andesyuently reclassified to earnings when the
hedged transaction affects earnings.

Fair Value of Financial Instruments

The carrying values of cash and cash etpritg, investments available-for-sale, receivaldéser financial instruments included in other
assets, accounts payable and accrued expensedleatte notes payable and other liabilities o¢dlé in the consolidated balance sheets at
December 31, 2007 and 2006 approximate fair vdibe.fair value of fixed rate notes payable and sipieyable to trusts at December 31, 2
and 2006 was $1.3 billion and $836.0 million, redpely. The carrying value of these fixed rateesopayable and notes payable to trusts at
December 31, 2007 and 2006 was $1.2 hillion an@$Baiillion, respectively.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Risk Management And Use Of Financial Instruments

In the normal course of its on-going busgeperations, the Company encounters economicTiiigke are three main components of
economic risk: interest rate risk, credit risk andrket risk. The Company is subject to interest ristk on its interest-bearing liabilities. Credit
risk is the risk of inability or unwillingness aéniants to make contractually required paymentsk#taisk is the risk of declines in the value of
properties due to changes in rental rates, inteatss or other market factors affecting the valuproperties held by the Company. As
disclosed in Note 9, the Company has entered ilBoap Agreement to manage a portion of its inteastrisk.

Conversion of Operating Partnership Units

Conversions of Operating Partnership uoitsommon stock, when converted under the originavisions of the agreement, are accou
for by reclassifying the underlying net book vabfehe units from minority interest to equity incacdance with Emerging Issues Task Force
Issue No. 95-7, Implementation Issues Related to the Treatmentindfity Interest in Certain Real Estate Investménists.”

Revenue and Expense Recognition

Rental revenues are recognized as earrsatihgoon amounts that are currently due from tenaetises are generally on month-to-month
terms. Prepaid rents are recognized on a straighbhsis over the term of the leases. Promotidisabunts are recognized as a reduction to
rental income over the promotional period. Latergha, administrative fees, merchandise sales aoH tentals are recognized in income w
earned. Management and franchise fee revenues@rgnized monthly as services are performed aaddordance with the terms of the
management agreements. Tenant insurance premiemscagnized as revenues over the period of insaraoverage. Development and
acquisition fee revenues are recognized as devenpoosts are incurred. Equity in earnings of estdte entities is recognized based on our
ownership interest in the earnings of each of thmonsolidated real estate entities. Interest incismecognized as earned.

Property expenses, including utilities,pedy taxes, repairs and maintenance and othes tmstanage the facilities are recognized as
incurred. We accrue for property tax expense baped estimates and historical trends. If thesenadés are incorrect, the timing of expense
recognition could be affected.

Real Estate Sales

The Company evaluates real estate saldstbrsale recognition and profit recognition ic@clance with the provisions of SFAS No. 66,
" Accounting for Sales of Real Estdtén general, sales of real estate and relatefitpfosses are recognized when all consideratis h
changed hands and risks and rewards of ownershkiplteen transferred. Certain types of continuinglvement preclude sale treatment and
related profit recognition; other forms of contingiinvolvement allow for sale recognition but raguileferral of profit recognition.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Advertising Costs

The Company incurs advertising costs prilyattributable to directory, direct mail, intetnend other advertising. Direct response
advertising costs are deferred and amortized dweexpected benefit period determined to be 12 Insotll other advertising costs are
expensed as incurred. The Company recognized $5$84960, and $4,374 in advertising expense foyHaes ended December 31, 2007, -
and 2005, respectively.

Income Taxes

The Company has elected to be treated=& @ under Sections 856 through 860 of the InteRmlenue Code of 1986, as amended (the
"Code"). In order to maintain its qualification@afREIT, among other things, the Company is requibatistribute at least 90% of its REIT
taxable income to its stockholders and meet cetésits regarding the nature of its income and asésta REIT, the Company is not subject to
federal income tax with respect to that portioit®income which meets certain criteria and isritisted annually to the stockholders. The
Company plans to continue to operate so that itsrthe requirements for taxation as a REIT. Manghese requirements, however, are highly
technical and complex. If the Company were totfaineet these requirements, the Company would lheato federal income tax. The
Company is subject to certain state and local taResvision for such taxes has been included irCbpany's property operations expense in
the consolidated statements of operations. Foye¢he ended December 31, 2007, 32% (unaudited) dfsaitibutions to stockholders qualify as
a return of capital.

The Company has elected to treat one @itsting corporate subsidiaries as a taxable RiEisidiary ("TRS"). In general, a TRS of the
Company may perform additional services for tenahtte Company and generally may engage in aryegtate or non-real estate related
business (except for the operation or managememalth care facilities or lodging facilities oetprovision to any person, under a franchise,
license or otherwise, of rights to any brand namaeun which any lodging facility or health care fagiis operated). A TRS is subject to
corporate federal income tax. The Company accdoniscome taxes in accordance with the provisiohBASB Statement No. 109, "
Accounting for Income Tax" ("FAS 109"). Under FAS 109, deferred tax assets leabilities are determined based on differeruetsveen
financial reporting and tax bases of assets ahditias. There were no material deferred tax aseetiabilities as of December 31, 2007 or
2006, and no material income tax provisions fonjthars ended December 31, 2007, 2006 or 2005.

The Company adopted the provisions of FA8Brpretation No. 48/ Accounting for Uncertainty in Income Taxd8FIN 48"), an
interpretation of FAS 109, on January 1, 2007. Assallt of the implementation of FIN 48, the Compagcognized no material adjustment in
the liability for unrecognized income tax benefis.the adoption date of January 1, 2007, thereswermaterial unrecognized tax benefits. At
December 31, 2007, there were no material unrezedrtax benefits.

Interest and penalties related to uncettairpositions will be recognized in income tax expe when incurred. As of December 31, 2007,
the Company had no interest and penalties relateddertain tax positions.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Stock-Based Compensation

Effective January 1, 2006, the Company &&tb@BFAS No. 123 (revised 2004)Share-Based Paymefit("SFAS 123R"), which requires
the measurement and recognition of compensatioaeresepfor all share- based payment awards to emgdayed directors based on estimated
fair values. SFAS 123R supersedes SFAS No. 128¢cbunting for Stock-Based Compensatiamd Accounting Principles Board Opinion
No. 25, "Accounting for Stock Issued to Employ&e€#PB 25"). The Company adopted SFAS 123R ushegrhodified prospective
application method of adoption which requires tlmmPany to record compensation cost related to msted stock awards as of December 31,
2005 by recognizing the unamortized grant dateviaiue of these awards over their remaining semé@ngod with no change in historical
reported earnings. Awards granted after Decembge2@15 are valued at fair value in accordance witivisions of SFAS 123R and recogni
on a straight line basis over the service peridasaoh award. The forfeiture rate, which is estedat a weighted average of 20.65% of
unvested options outstanding as of December 317,28@djusted periodically based on the extemthiwh actual forfeitures differ, or are
expected to differ, from the previous estimate.

Prior to 2006, the Company accounted foclsthased compensation in accordance with APB Riguke intrinsic value method, which
did not require that compensation cost be recodniaethe Company's stock options provided theawpéixercise price was established at 1
of the common stock fair value on the date of gramider APB 25, the Company was required to reegpense over the vesting period for the
value of restricted common stock granted. Pric2@06, the Company provided pro forma disclosurewmtsin accordance with SFAS
No. 148, "Accounting for Stock-Based Compensation—Trans#iahDisclosuré' ("SFAS 148"), as if the fair value method defirtgd
SFAS 123 had been applied to its stock-based cosagien.

Net Income (Loss) Per Share

Basic earnings (loss) per common sharengputed by dividing net income (loss) by the wedghéverage common shares outstanding,
less non-vested restricted stock. Diluted earn{lags) per common share measures the performartbe @ompany over the reporting period
while giving effect to all potential common shatkat were dilutive and outstanding during the peeribhe denominator includes the number of
additional common shares that would have beenandstg if the potential common shares that wengtigié had been issued and is calculated
using either the treasury stock or if-convertedhudt Potential common shares are securities (ssidptions, warrants, convertible debt,
Contingent Conversion Shares ("CCS"), Contingemv@esion Units ("CCU"), exchangeable Series A leguditing Redeemable Preferred
Operating Partnership units ("Preferred OP unasij exchangeable Operating Partnership units ('{@8")) that do not have a current right
participate in earnings but could do so in thereitoy virtue of their option or conversion right.domputing the dilutive effect of convertible
securities, net income or loss is adjusted to addt lany changes in earnings in the period assdowte the convertible security. The
numerator also is adjusted for the effects of ahgionon-discretionary changes in income or loaswould result from the assumed
conversion of those potential common shares. Inpetimg diluted earnings per share, only potentehmon shares that are dilutive, those that
reduce earnings per share, are included.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

The Company's Operating Partnership ha®.$2&illion of exchangeable senior notes issuedaustanding that also can potentially h
a dilutive effect on its earnings per share calimtes. The exchangeable senior notes are exchalegaabolders into shares of the Company's
common stock under certain circumstances per thestef the indenture governing the exchangeabl®santes. The exchangeable senior
notes are not exchangeable unless the price @ahgpany's common stock is greater than or equEB@86 of the applicable exchange price
for a specified period during a quarter, or unkemsain other events occur. The exchange priced2a<15 per share at December 31, 2007, anc
could change over time as described in the indeniithre price of the Company's common stock dicemoeed 130% of the exchange price for
the specified period of time during the fourth gaeof 2007, therefore holders of the exchangesdiéor notes may not elect to convert them
during the first quarter of 2008.

The Company has irrevocably agreed to péy cash for the accreted principal amount of tkeheangeable senior notes relative to its
exchange obligations, but has retained the righatisfy the exchange obligations in excess ohtteeeted principal amount in cash and/or
common stock. Though the Company has retainedittet FAS 128, 'Earnings Per Sharg' (FAS 128) requires an assumption that shares
will be used to pay the exchange obligations ineegmf the accreted principal amount, and reqtiasthose shares be included in the
Company's calculation of weighted average commaneshoutstanding for the diluted earnings per sbamgputation. No shares were included
in the computation at December 31, 2007 because W&s no excess over the accreted principal fop#riod.

For the purposes of computing the dilutegact on earnings per share of the potential caweof Preferred OP units into common
shares, where the Company has the option to redeeash or shares as discussed in Note 15 and whe@ompany has stated the positive
intent and ability to settle at least $115.0 milliof the instrument in cash (or net settle a portibthe Preferred OP units against the related
outstanding note receivable), only the amount efitistrument in excess of $115.0 million is consden the calculation of shares
contingently issuable for the purposes of compudiiigted earnings per share as allowed by parag28pdf FAS 128.

For the years ended December 31, 2007,,20@52005 options to purchase 287,240, 24,273#82,398 shares of common stock,
respectively, were excluded from the computatiorarhings per share as their effect would have baé+dilutive.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

The computation of net income (loss) parrstis as follows:

For the Year Ended December 31

2007 2006 2005
Net income (loss) attributable to common stockhia $ 34,58: $ 14,87¢ $ (4,966€)
Add:
Income allocated to minority interest—Preferred &wnmon
Operating Partnersh 2,50¢ 98t —
Net income (loss) for diluted computatic $ 37,09: $ 15,86 $ (4,96¢€)
Weighted average common shares oustani
Average number of common shares outstar—basic 64,688,74 54,998,93 35,481,53
Operating Partnership uni 4,050,58:! 3,799,44. —
Preferred Operating Partnership ut 989,98 — —
Dilutive stock options, restricted stock and CCSICC
conversion: 774,35¢ 493,37 —
Average number of common shares outstar—diluted 70,503,66 59,291,74 35,481,53
Net income (loss) per common sh
Basic $ 05z $ 027 $ (0.149)
Diluted $ 05: $ 027 $ (0.19

Recently Issued Accounting Standards

Emerging Issues Task Force ("EITF") Topid @, "Determining the Nature of a Host Contract Related Hybrid Financial Instrument
Issued in the Form of a Share under FASB StateMen133" ("Topic D-109"), discussed at the March 15, 2007 EITF meetiuas effective
the beginning of the first fiscal quarter beginnafter June 15, 2007. Topic D-109 provides the St's view as to how one must evaluate
whether a preferred stock "host" contract is a thelst or an equity host. It states that the deteaition of the nature of the host contract for a
hybrid financial instrument (that is, whether treure of the host contract is more akin to delibaquity) issued in the form of a share should
be based on a consideration of economic charatitsrand risks. The SEC staff believes that thesictamation of the economic characteristics
and risks of the host contract should be basedl dneastated and implied substantive terms antufea of the hybrid financial instrument. T
may represent a change from the way these instrismesre analyzed in the past.

The Company elected to early adopt TopitdD-which specifically relates to the issuancerefétred OP Units in connection with
AAAAA Rent-A-Space acquisition that was completedidg the quarter ended June 30, 2007.

In September 2006, the FASB issued StateMenl57, "Fair Value Measurements("FAS 157"). FAS 157 defines fair value,
establishes guidelines for measuring fair valueemhnds disclosures regarding fair value measuresmeAS 157 applies under other
accounting pronouncements that require or perrrivédue measurements, and does not require anyfaiewalue measurements.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

FAS 157 is effective for financial statements isbiar fiscal years beginning after November 15,2660d interim periods within those fiscal
years. In February 2008, the FASB issued FASB $tafiition No. 15-2, " Effective Date of FASB Statement No. 1%he "FSP"). The FSP
amends FAS 157 to delay the effective date for BEB®% for nonfinancial assets and nonfinancial litib8, except for items that are recognized
or disclosed at fair value in the financial stataetsen a recurring basis. For items within its scdhe FSP defers the effective date of FAS 157
to fiscal years beginning after November 15, 2088 iaterim periods within those fiscal years. Th@@any has not quantified the impact that
the adoption of FAS 157 will have on its finangtdtements.

In February 2007, the FASB issued StaterNentl59, "The Fair Value Option for Financial Assets and Fioal Liabilities
" ("FAS 159"). Under FAS 159, a company may eleatnieasure eligible financial assets and finan@ailities at fair value. Unrealized gains
and losses on items for which the fair value optias been elected are reported in earnings atsedxequent reporting date. This statement is
effective for fiscal years beginning after Novemt&r 2007. The Company has not quantified the it the adoption of FAS 159 will he
on its financial statements.

In December 2007, the FASB issued revigateSient No. 141, Business Combinatiofig"FAS 141(R)"). FAS 141(R) establishes
principles and requirements for how an acquirex business combination recognizes and measurtsfinancial statements the assets
acquired and liabilities assumed. Generally, asseigired and liabilities assumed in a transaatithbe recorded at the acquisition-date fair
value with limited exceptions. FAS 141(R) will alsbange the accounting treatment and disclosureeitain specific items in a business
combination. FAS 141(R) applies proactively to mess combinations for which the acquisition danisr after the beginning of the first
fiscal year beginning on or after December 15, 200& Company will assess the impact of FAS 141f(Byd when a future acquisition
occurs. However, the application of FAS 141(R) wakult in a significant change in accounting fatufe acquisitions after the effective date.

In December 2007, the FASB issued StatemdentL60, "Noncontrolling Interests in Consolidated Financ&htements—An Amendment
of ARB No. 51("FAS 160"). FAS 160 establishes new accountingrapdrting standards for the nepntrolling interest in a subsidiary and
the deconsolidation of a subsidiary. FAS 160 iscffie for fiscal years beginning on or after Debeml5, 2008. The Company does not
currently expect the adoption of FAS 160 to haweagerial impact on its financial statements.

Reclassifications

Certain amounts in the 2006 and 2005 firstatements and supporting note disclosures haga reclassified to conform to the current
year presentation. Such reclassifications did mgiaict previously reported net income (loss) or audated deficit
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3. REAL ESTATE ASSETS

Real estate assets at December 31, 200ZC&dare summarized as follows:

December 31, 200 December 31, 200!

Land $ 464,62: $ 361,56¢
Buildings and improvemen 1,420,23! 1,085,26!
Intangible asse—tenant relationship 32,17: 25,43¢
Intangible lease right 6,15( 3,40(
1,923,18: 1,475,67

Less: accumulated depreciation and amortize (131,809 (93,619
Net operating real estate ass 1,791,37 1,382,05!
Real estate under developm 49,94t 35,33¢
Net real estate ass¢ $ 1,841,32. $ 1,417,39:

The Company amortizes to expense intangisdets—tenant relationships on a straight-lineslma®r the average period that a tenant
utilizes the facility (18 months). The Company atizes to expense the intangible lease rights dwetdrms of the related leases. Amortization
related to the tenant relationships and leasesigiat $4,250 and $8,371 for 2007 and 2006, reseéctiThe remaining balance of the
unamortized lease rights will be amortized overrtbgt 10 to 54 years.

4. BUSINESS ACQUISITION

To expand its business, on July 14, 208& Qompany, through its subsidiary Extra Spacea§®tLC ("ESS LLC") and the Operating
Partnership, closed the acquisition of varioustiestithat collectively comprise the Storage USAUSR\") self-storage business pursuant to the
Purchase and Sale Agreement (the "Agreement")dddssy 5, 2005, between ESS LLC, the Operating Reship, Security Capital Self
Storage Incorporated, a Delaware corporation, PR38I Storage LLC, a Delaware limited liability cpamy ("PRISA"), PRISA Il Self
Storage LLC, a Delaware limited liability companiPRISA 11"), PRISA Ill Self Storage LLC, a Delawalienited liability company ("PRISA
"), VRS Self Storage LLC, a Delaware limitedbidity company ("VRS"), WCOT Self Storage LLC, alBeare limited liability company
("WCOT"), and the Prudential Insurance Company ofefica, a New Jersey corporation (together witlffiiates, "Prudential"). The total
purchase price of the acquisition was $2.3 billiosJuding amounts paid by the Company and Pruékenti

In connection with the transaction, 259-stbrage properties were acquired by five sepdmaited liability companies owned by five
subsidiaries of the Company (each, a "Company Saixd)Prudential. The limited liability company agments govern the rights and
responsibilities of each such limited liability cpamy. In addition, the Company acquired 61 whollyred self storage properties, SUSA's
equity interest in joint ventures which collectiv@lwned 78 properties, acquired $37.7 million ofesareceivable due from franchisees and
assumed the management of 60 franchises and ity guwned properties for a purchase price of $b&4llion.
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4. BUSINESS ACQUISITION (Continued)

The Company's total purchase cost for SdEd@pproximately $585.7 million consisted of théidwing:

Cash $ 530,97:
Operating Partnership units issued (1,470,149 22,82
Liabilities assume: 31,94(
Total purchase pric $ 585,73:
I

The total purchase price for the acquisititd SUSA has been allocated to tangible and inbd@gssets and liabilities based on their
estimated fair values. The value of the tangibketss consisting of land and buildings, are deteehias if vacant, that is, at replacement cost.
Other tangible assets and liabilities and intarggdssets, which represent the value of existingnterelationships, are recorded at their
estimated fair value. The following table summasittee fair values of the assets acquired and iligsilassumed:

Tangible asset:

Land $ 86,23¢
Building 342,63

Intangibles asset
Tenant relationship 9,00¢
Investment in real estate ventu 90,67:
Other assets and liabilities, r 57,17¢
Total assets acquire $ 585,73
I

The results of operations from this acdiasiare reflected in the Company's 2007 and 20@61€tial statements. The following table
reflects the results of the Company's operationa pro forma basis as if the SUSA acquisition heelhbcompleted on January 1, 2004. The
forma financial information is not necessarily icalive of the operating results that would haveuowd had the acquisition been consumm
on January 1, 2004, nor is it necessarily indieatif’ future operating results.

Years ending December 31,

2005 2004

Revenue! $ 176,59: $ 137,80t
Net loss $ (5,587 $ (25,69¢)
Loss per shar $ (0.1¢) $ (1.68)
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The following table shows the Company'suésition of operating properties for the years ehBecember 31, 2007 and 2006 and doe
include purchases of raw land or improvements nta@isting assets:

Net Value of Number
Number Loans Liabilities / OoP of
Property of Date of Total Receivable Loan (Assets) Units OP Units Source of
Location(s) Properties Acquisition  Consideration Cash Paid Settled Assumed Assumed Issued Issued Acquisition Notes
Massachusetts(1
California(2),
Connecticut(1 4  12/31/200° $ 40,67 $ 1531’ $ — % 24,48: $ 881 $ — — Related Part )
New York 1 12/19/200 2,92¢ 1,24( — 1,76% (79) — — Unrelated third part
Texas 1 12/14/200 6,122 5,96¢ — — 15€ — — Unrelated third part
Florida 1 11/20/200° 12,11 4,887 — 7,40( a72) — — Unrelated franchise
California 1 10/4/200° 10,80¢ 3,67¢ — 7,20¢ (75) — — Unrelated third part
Alabama(1),
Colorado(1),
Indiana(1),
Missouri(3), New Affiliated joint
Mexico(1) 7 8/31/200° 36,51( 13,55¢ — 23,34( (38¢) — — venture 2
Affiliated joint
Maryland 1 8/31/200° 10,47: 10,41¢ — — 53 — — venture ®3)
California 1 8/1/200° 14,68t¢ 4,91¢ — — 5 9,76¢€ 80,90¢ Unrelated third part
California 1 6/26/200° 11,21¢ 19¢ — 2,822 1 8,197 61,39¢ Unrelated third part
California(6) &
Hawaii(2) 8 6/25/200° 126,62: 11,15¢ — — 1,932 113,53¢ 847,67 Unrelated third part
Georgia 3 6/14/200° 13,69:¢ 13,59« — — 99 — — Unrelated franchise
California 1 6/14/200° 18,70:¢ 867 — 14,06: (60) 3,83¢ 218,69 Unrelated third part
Maryland 1 6/6/200° 14,94 8,12¢ — 6,83¢ (20 — — Unrelated third part
California 1 6/1/200° 4,02 4,03¢ — — (16) — — Unrelated third part
Florida 1 5/31/200° 8,97¢ 8,88: — — 93 — — Unrelated third part
California 1 5/24/200° 5,58t 5,57t — — 10 — — Unrelated third part
Maryland 1 4/17/200° 12,67( 5,42¢ — 7,29z (50) — — Unrelated third part
Florida 1 3/27/200° 6,32( 6,257 — — 63 — — Unrelated franchise
Maryland 1 1/11/200° 14,33¢ 14,34¢ — — (14) — — Unrelated franchise
Tennesse 1 1/5/200° 3,68¢ 3,672 — — 12 — — Unrelated franchise
Affiliated joint
Arizona 1 1/2/200° 4,361 4,527 — — (16€) — — venture 2
Florida(1) and
Texas(3) 4 11/21/2001 22,92¢ 22,507 — — 421 — — Unrelated third part
New Jerse) 1 11/2/200t¢ 13,33¢ 13,12¢ — 20¢ Unrelated third part
Coloradao 1 9/1/200¢ 5,41¢ 5,36( — — 59 — — Unrelated third part
Maryland 1 9/1/200¢ 16,34( 13,09 — — 11€ 3,13( 182,82¢ Unrelated franchise
Texas 1 8/10/200t 3,76¢ 3,71¢ — — 49 — — Unrelated third part
Georgia 1 8/8/200¢ 5,137 2,12 — 2,952 62 — — Unrelated franchise
California 1 7128/200¢ 7,26( 7,26( — — — — — Unrelated third part
Arizona 1 6/30/200¢ 4,10( 4,10( — — — — — Unrelated third part
Texas 1 5/4/200¢ 14,52 14,52 — — — — — Unrelated franchise
California 1 5/1/200¢ 12,50( 12,40: — — 97 — — Related Part 4)
Kansas(1),
Tennessee(1), ar
Texas(3) 5 4/12/200¢ 21,58¢ 3,02 10,29¢ 7,92¢ 34C — — Related joint ventur )
Pennsylvanii 1 3/30/200¢ 3,81« 3,81« — — — — — Unrelated third part
Washingtor 3 2/15/200¢ 17,86¢ 17,86¢ — — — — — Unrelated third part
Georgia 1 1/17/200t¢ 5,14¢ 5,14¢ — — — — — Unrelated franchise
Florida 1 1/13/200t¢ 8,002 8,002 — — — — — Unrelated franchise
Florida 1 1/6/200¢ 5,41« 5,41« — — — — — Unrelated franchise
Total 64 $ 546,57 $ 288,10¢ $ 10,29¢ $ 106,08( $ 3,621 $ 138,460 1,391,50.
| . ___§ & N B N |
Notes:
1) These properties were purchased from a relateg fheat was owned by certain members of the Companghagement team and a director. The independembers of the

Company's board of directors approved this acgoiisiThe four properties include the purchase @& consolidated joint venture interest.
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5. PROPERTY ACQUISITIONS (Continued)

2) These properties were purchased from a joint vergutity in which the Company held partnershipreges. The joint venture was dissolved and procees distributed to joint
venture partners. No gain or loss was recognizeith@se transactions.

?3) This property was purchased from a joint ventuttiyeim which the Company holds a partnership iestr The joint venture remained in place and prbeeeere distributed to the
joint venture partner. No gain or loss was recogghian this transaction.

4) This property was purchased from a related pagywas owned by certain members of the Companysmgenent team and a director. The independent nrsrabthe
Company's board of directors approved this acqoisit

6. INVESTMENTS IN REAL ESTATE VENTURES

Investments in real estate ventures at Deee 31, 2007 and 2006 consist of the following:

Investment balance at

Excess Profit Equity

Participation % Ownership % December 31, 200 December 31, 200

Extra Space West One LLC ("ESW 40% 5%$ 1,80 $ 1,91¢
Extra Space West Two LLC ("ESW I 40% 5% 5,01¢ —
Extra Space Northern Properties Six, LL
("ESNPS") 35% 10% 1,64: 1,757
PRISA Self Storage LLC ("PRISA' 17% 2% 12,73: 13,39:
PRISA Il Self Storage LLC ("PRISA II" 17% 2% 10,60¢ 10,82:
PRISA 1l Self Storage LLC ("PRISA 11I" 20% 5% 4,40¢ 4,53¢
VRS Self Storage LLC ("VRS' 20% 5% 4,51¢ 4,547
WCOT Self Storage LLC ("WCOT' 20% 5% 5,211 5,281
Storage Portfolio I, LLC ("SP I 40% 25% 18,56 19,26(
Storage Portfolio Bravo Il ("SPB II' 25-45% 20% 14,78¢ 15,26¢
U-Storage de Mexico S.A. and related
entities ("L-Storage") 35-40% 35-40% 4,891 —
Other minority owned propertie 10-50% 10-50% 10,99( 11,33¢

$ 95,16¢ $ 88,11¢

I

In these joint ventures, the Company arddimt venture partner generally receive a pref&return on their invested capital. To the
extent that cash/profits in excess of these preflereturns are generated through operations otat@@insactions, the Company would recei
higher percentage of the excess cash/profits tsaguity interest.

On March 1, 2007, the Company acquired.&%9nterest in U-Storage de Mexico S.A., an exgfilexican corporation ("U-Storage"),
which currently manages, develops, owns and opesaié storage facilities in Mexico. Kenneth T. Weyp, a former Senior Vice President of
the Company and son of Kenneth M. Woolley, the GE@he Company, also acquired a 0.5% interest Bttrage.

On December 31, 2007, the Company acqdiiced Extra Space Development ("ESD"), a relatedypawned by certain members of
management and a director, its ownership interetree joint
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6. INVESTMENTS IN REAL ESTATE VENTURES (Continued)

ventures: Extra Space of Elk Grove LLC (70% ownigrétterest, a consolidated joint venture), Extpa& West Two LLC (5% ownership
interest) and Storage Associates Holdco LLC (10%exship interest.) The excess profit participat®h0-50% for each joint venture. In
addition to the joint venture interests, three Mjrolwned properties were purchased. For a compleseription of the transaction with ESD,
see Note 14.

Equity in earnings of real estate ventdioeshe years ended December 31, 2007, 2006, ad8l @insists of the following:

For the Year Ended December 31,

2007 2006 2005
Equity in earnings of ES\ $ 149C $ 1351 $ 1,171
Equity in earnings of ESW — — —
Equity in earnings of ESNF 20¢€ 16€ 13t
Equity in earnings of PRIS, 71€ 52¢ 26&
Equity in earnings of PRISA 574 44¢ 21C
Equity in earnings of PRISA || 31€ 124 7C
Equity in earnings of VR! 265 15¢ 79
Equity in earnings of WCO' 30¢ 151 68
Equity in earnings of SP 1,09¢ 94¢ 415
Equity in earnings of SPB 77¢€ 78¢€ 31¢
Equity in earnings (losses) ol-Storage (301) — —
Equity in earnings (losses) of other minority owmedperties (149 32 44(

$ 5300 $ 469 $ 3,17(

Equity in earnings of SP | and SPB Il irdds the amortization of the Company's excess psechiace of approximately $22 million of
these equity investments over its original basie &xcess basis is amortized over 40 years.
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6. INVESTMENTS IN REAL ESTATE VENTURES (Continued)

Combined, condensed unaudited financialrmftion of ESW, ESW Il, ESNPS, PRISA, PRISA I,IBR Ill, VRS, WCOT, SP | and

SPB Il as of December 31, 2007 and 2006 and foy¢laes ended December 31, 2007, 2006, and 200&ykl

December 31

Balance Sheets 2007 2006

Assets:

Net real estate ass¢ $ 2,076,47 $ 2,142,97

Other 48,65¢ 53,14(
$ 2,125,131 $ 2,196,11!
.| .|

Liabilities and members' equit

Borrowings $ 542,79C $ 522,79(

Other liabilities 41,69¢ 52,77¢

Members' equit 1,540,65! 1,620,54
$ 2,125,131 $ 2,196,111
.| .|

For the Year ended December 31

Statements of Income 2007 2006 2005
Rents and other incon $ 294,39 $ 282,21. $ 157,55¢
Expense: 195,77¢ 210,22: 99,21
Net income $ 98,61¢ $ 71,99C $ 58,34%
| | |
Information (unaudited) related to the restiate ventures' debt at December 31, 2007 fersketbelow:
Loan Current Debt
Amount Interest Rate Maturity
ESW—Fixed 16,65( 4.5% July 201(
ESW ll—Fixed 20,00( 5.4&% March 201.
ESNP<—Fixed 34,50( 5.27% June 201
PRISA lll—Fixed 145,00( 4.97% August 201
VRS—Fixed 52,10( 4.7¢% August 201,
WCOT—Fixed 92,14( 4.76% August 201
SPB I—Fixed 67,40( 4.8% July 200¢
SP —Fixed 115,00( 4.62% April 2011
Other 80,40: various various
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7. INVESTMENTS AVAILABLE-FOR-SALE

The Company accounts for its investmentieibt and equity securities according to the piomsof Statement of Financial Accounting
Standards ("SFAS") No. 11Bgccounting for Certain Investments in Debt and Bg8iecurities which requires securities classified as
"available-for-sale" to be stated at fair valuejustiments to fair value of available-for-sale sé@s are recorded as a component of other
comprehensive income. A decline in the market valiavestment securities below cost, that is dektoebe other than temporary, results in a
reduction in the carrying amount to fair value. Timpairment is charged to earnings and a new asslor the security is established. At
December 31, 2007, the Company had $24,460 pae wahested in non mortgage-backed auction ratersiesu("ARS"), which are classified
as available-for-sale investments. Auction rateistes are generally long-term debt instrumeng grovide liquidity through a Dutch auction
process that resets the applicable interest rgiteeadetermined calendar intervals, generally e28rgays. This mechanism allows existing
investors to rollover their holdings and continaetn their respective securities or liquidate theildings by selling their securities at par.

The recent uncertainties in the credit mtgkave prevented the Company and other invefstorsliquidating the holdings of auction rate
securities in recent auctions for these seculltegsuse the amount of securities submitted forteedeexceeded the amount of purchase orders.
Accordingly, the Company still holds these auctiate securities and is receiving interest at adrigate than similar securities for which
auctions have cleared. These investments are ohegianst loss of principal and interest and hagditratings of AAA—AA. The Company
is uncertain as to when the liquidity issues ratato these investments will improve. Related &séhfailed auctions, the Company recorded a
$1,233 other-than-temporary impairment charge adtl, 415 temporary impairment charge to reduce &heevof the investment in ARS to an
estimated fair value of $21,812.

The carrying value of the Company's investte in ARS as of December 31, 2007 represent€dhgany's best estimate of the fair value
of these investments based on currently availaifternation. For example, the estimation proceskided consideration of such factors as
issuer and insurer credit rating, comparable matk#d, if available, credit enhancement structysegected yields, discount rates and terminal
periods. Due to the uncertainty in the credit mtwki¢ is reasonably possible the fair value okthvestments may change in the near term. If
the credit markets recover and successful auctesiame, the Company may be able to recover an a@rgoester than the carrying value of the
ARS as of December 31, 2007, which would resudt gain. However, if the issuers are unable to ssfably close future auctions and their
credit ratings deteriorate, the Company may beiredquo further adjust the carrying value of itgeéstment in ARS through additional
impairment charges. An estimate of these futurede®r gains cannot be made by the Company dirttés
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8. OTHER ASSETS

Other assets at December 31, 2007 and &@06ummarized as follows:

December 31, 200 December 31, 200

Equipment and fixture $ 11,89¢ $ 11,08:
Less: accumulated depreciati (8,369 (6,569
Deferred financing costs, n 15,53¢ 10,51
Prepaid expenses and depo 5,16 5,13¢
Accounts receivable, n 8,51¢ 9,37:
Investments in Trusi 3,59( 3,59(
Other 22% 224

$ 36,56( $ 33,35¢

9. NOTES PAYABLE

Notes payable at December 31, 2007 and aB®8ummarized as follows:

December 31, 2007

December 31,
2006

Fixed Rate

Mortgage and construction loans with banks bedriteyest at fixec

rates between 4.65% and 8.33%. The loans are eallated by

mortgages on real estate assets and the assigonfirents. Principal an

interest payments are made monthly with all outtitamprincipal and

interest due between March 21, 2009 and Janu&92B3. $ 825,32¢

Variable Rate

Mortgage and construction loans with banks bedtosging interes

rates (including loans subject to interest ratepsyéased on LIBOR.

Interest rates are between LIBOR plus 0.65% (5.26%6.01% at

December 31, 2007 and December 31, 2006, respiggtared LIBOR

plus 2.50% (7.10% and 7.36% at December 31, 208 Daxcember 31,

2006, respectively). The loans are collateralizedniortgages on real

estate assets and the assignment of rents. Pliaciganterest payment

are made monthly with all outstanding principal amerest due betwes

July 9, 2008 and March 1, 201 124,85!

$ 743,51

85,07:

$ 950,18:
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9. NOTES PAYABLE (Continued)

The following table summarizes the schedimaturities of notes payable at December 31, 2007:

1/1/0¢-12/31/08 $ 39,98¢
1/1/0¢-12/31/09 301,61:
1/1/1C-12/31/10 113,40(
1/1/13-12/31/11 72,04
1/1/12-12/31/12 11,28(
Thereaftel 412,86(

$ 950,18:

|

Real estate assets are pledged as colltdethe notes payable. The Company is subjecettain restrictive covenants relating to the
outstanding notes payable. The Company was in dangd with all covenants at December 31, 2007.

In October 2004, the Company entered im@varse interest rate swap agreement ("Swap Agregjrto float $61,770 of 4.30% fixed
interest rate secured notes due in June 2009. UnideBwap Agreement, the Company will receie gdent a fixed rate of 4.30% and pay
interest at a variable rate equal to LIBOR plu$8%. The Swap Agreement matures at the same tienedtes are due. This Swap Agreement
is a fair value hedge, as defined by SFAS No. 288, the fair value of the Swap Agreement is reabetean asset or liability, with an
offsetting adjustment to the carrying value of tekated note payable. Monthly variable interestpagts are recognized as an increase or
decrease in interest expense.

The estimated fair value of the Swap Agrestat December 31, 2007 and 2006 was reflectad asher liability of $125 and $1,925,
respectively. For the years ended December 31, 80872006 interest expense was increased by $a/B8$802, respectively, as a result of
the Swap Agreement. For the year ended Decemb@0B5, interest expense was reduced by $70 asikh ofshe Swap Agreement.

On August 31, 2007, as part of the acdaisidf our partner's joint venture interest in sepeoperties, the Company assumed an interest
rate cap agreement related to the assumption dddimeon these properties. The Company has desigjtia¢ interest rate cap agreement as a
cash flow hedge of the interest payments resuftimg an increase in the interest rate above tles ésignated in the interest rate cap
agreement. The interest rate cap agreement wollvalicreases in interest payments based on areiseia the LIBOR rate above the capped
rates (5.19% from 1/1/07 to 12/31/07 and 5.48% fldti08 to 12/31/08) on $23,340 of floating ratétde be offset by the value of the intel
rate cap agreement. The value of the estimateddhie of the interest rate cap at December 317 208s not material and no asset or liability
was recorded.

10. NOTES PAYABLE TO TRUSTS

During July 2005, ESS Statutory Trust tHg "Trust 111"), a newly formed Delaware statutdryst and a wholly-owned, unconsolidated
subsidiary of the Operating Partnership, issuedggregate of $40.0 million of preferred securitidsch mature on July 31, 2035. In addition,
the Trust Ill issued
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10. NOTES PAYABLE TO TRUSTS (Continued)

1,238 of Trust common securities to the Operatiadgrfership for a purchase price of $1.2 million. Iy 27, 2005, the proceeds from the sale
of the preferred and common securities of $41.#anilwere loaned in the form of a note to the OpiegaPartnership ("Note 3"). Note 3 has a
fixed rate of 6.91% through July 31, 2010, and tvdhbe payable at a variable rate equal to thegkmonth LIBOR plus 2.40% per annum.
The interest on Note 3, payable quarterly, willised by the Trust Il to pay dividends on the tpustferred securities. The trust preferred
securities may be redeemed by the Trust with npgyment premium after July 27, 2010.

During May 2005, ESS Statutory Trust llgtfTrust 1I"), a newly formed Delaware statutorydtr and a wholly-owned, unconsolidated
subsidiary of the Operating Partnership of the Camypissued an aggregate of $41.0 million of prefésecurities which mature on June 30,
2035. In addition, the Trust Il issued 1,269 of Sircommon securities to the Operating Partnersrip purchase price of $1.3 million. On
May 24, 2005, the proceeds from the sale of thtemerd and common securities of $42.3 million wleaned in the form of a note to the
Operating Partnership ("Note 2"). Note 2 has adirae of 6.67% through June 30, 2010, and therb@ipayable at a variable rate equal to the
three-month LIBOR plus 2.40% per annum. The intesasNote 2, payable quarterly, will be used byThnest Il to pay dividends on the trust
preferred securities. The trust preferred secsriti@y be redeemed by the Trust with no prepaynrentipm after June 30, 2010.

During April 2005, ESS Statutory Trusthét"Trust"), a newly formed Delaware statutory trarsd a wholly-owned, unconsolidated
subsidiary of the Operating Partnership of the Camypssued an aggregate of $35.0 million of trusfgyred securities which mature on
June 30, 2035. In addition, the Trust issued 1¢@f8R&ust common securities to the Operating Pastniprfor a purchase price of $1.1 million.
On April 8, 2005, the proceeds from the sale oftthst preferred and common securities of $36.lianilvere loaned in the form of a note to
the Operating Partnership (the "Note"). The Note &&ariable rate equal to the three-month LIBOR [2.25% per annum. The interest on the
Note, payable quarterly, will be used by the Ttogtay dividends on the trust preferred securifié® trust preferred securities may
redeemed by the Trust with no prepayment premiuer dine 30, 2010.

Under FIN 46R, Trust, Trust Il and Trudtdte VIEs that are not consolidated because thep@ay is not the primary beneficiary. A debt
obligation has been recorded in the form of nogediscussed above for the proceeds, which are e Trust, Trust Il, and Trust Ill by the
Company.

11. EXCHANGEABLE SENIOR NOTES

On March 27, 2007, our Operating Partn@rigsued $250.0 million of its 3.625% Exchange&w®eior Notes due April 1, 2027 (the
"Notes"). Costs incurred to issue the Notes wepr@pmately $5.7 million. These costs are being d@ined as an adjustment to interest
expense over five years, which represents the asthterm of the Notes, and are included in otksets, net in the Consolidated Balance ¢
as of December 31, 2007. The Notes are generaturegtsenior obligations of the Operating Partriprahd are fully guaranteed by the
Company. Interest is payable on April 1 and Octdbef each year beginning October 1, 2007 untilrtizgurity date of April 1, 2027. The
Notes bear interest at 3.625% per annum and coate@xchange settlement feature, wt
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11. EXCHANGEABLE SENIOR NOTES (Continued)

provides that the Notes may, under certain circantss, be exchangeable for cash (up to the prirmipaunt of the Notes) and, with respec
any excess exchange value, for cash, shares @boumon stock or a combination of cash and sharesrofommon stock at an initial
exchange rate of approximately 42.6491 shares @08 principal amount of Notes at the option & @perating Partnership.

The Operating Partnership may redeem thtedNat any time to preserve the Company's statasR&dT. In addition, on or after April 5,
2012, the Operating Partnership may redeem thesNotecash, in whole or in part, at 100% of thenpipal amount plus accrued and unpaid
interest, upon at least 30 days but not more ti@atia§ys prior written notice to holders of the Notes

The holders of the Notes have the righietjuire the Operating Partnership to repurchaseltties for cash, in whole or in part, on each of
April 1, 2012, April 1, 2017 and April 1, 2022, andon the occurrence of a designated event, in e@sd for a repurchase price equal to 100%
of the principal amount of the Notes plus accrued @npaid interest. Certain events are considdegdiits of Default," as defined in the
indenture governing the Notes, which may resuthanaccelerated maturity of the Notes.

The Company has considered whether theagmgehsettlement feature represents an embeddeatileriwithin the debt instrument under
the guidance of FAS 133:Accounting for Derivative Instruments and Hedgirgivities,” EITF 90-19: "Convertible Bonds with Issuer
Option to Settle for Cash Upon Conversjband EITF 01-6'The Meaning of "Indexed to a Company's Own Stottidt would require
bifurcation (i.e., separate accounting). The Comygeas concluded that the exchange settlement gehag satisfied the exemption in
SFAS 133 because it is indexed to the Company'sammmon stock and would otherwise be classifiest@ckholders equity, among other
considerations. Accordingly, the Notes are pregkatea single debt instrument (often referred tdretrument C" in EITF 90-19) in
accordance with APB 14Accounting for Convertible Debt and Debt Issuedhv@tock Purchase Warrantglue to the inseparability of the
debt and the conversion feature.

12. LINE OF CREDIT

The Company, as guarantor, and its Operd&artnership entered into a $100.0 million revadviine of credit in September 2004, which
included a $10.0 million swing line sub facilith@ "Credit Facility"). The Credit Facility had amérest rate of 175 basis points over LIBOR
(6.87% and 7.10% at December 31, 2007 and DeceBih@006, respectively), and was collateralizednoytgages on certain real estate
assets. No amounts were outstanding on the liceedlit at December 31, 2006 and 2005. The Credilifyaexpired in September 2007 and
was not renewed.

On October 19, 2007, the Company enteredamew $100.0 million revolving line of credihé "Credit Line") that matures October 31,
2010. The Company intends to use the proceedsdEtedit Line for general corporate purposes. TregiCLine has an interest rate of
between 100 and 205 basis points over LIBOR, ddpgrh certain financial ratios of the Company. Tredit Line is collateralized by
mortgages on certain real estate assets. As ofrilere31, 2007, the Credit Line had $100.0 milliérc@pacity based on the assets
collateralizing the Credit Line. No amounts weréstanding on the Credit Line at December 31, 200ie. Company is subject to certain
restrictive
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12. LINE OF CREDIT (Continued)

covenants relating to the line of credit. The Comypaas in compliance with all covenants at Decen®ier2007.
13. OTHER LIABILITIES

Other liabilities at December 31, 2007 2006 are summarized as follows:

December 31, 200 December 31, 200

Deferred rental incom $ 11,80 $ 9,22¢
Security deposit 38¢ 291
SUSA lease obligation liabilit 2,59: 2,83¢
Fair value of interest rate sw. 12& 1,92¢
Other miscellaneous liabilitie 3,15( 2,95¢

$ 18,05 $ 17,23¢

As a result of the acquisition of SUSA B03, the Company recorded restructuring liabilibé$4,638 relating to the assumption of a
lease for a facility that will no longer be usedhie Company's operations.

The following table sets forth the restruittg activity during the year ended December 3072

Accrued Accrued
restructuring restructuring
liabilities at liabilities at
December 31, 2006 Cash Paid December 31, 2007
Facility exit costs 2,83¢ (24¢€) 2,59:
Allocated to:
Continuing operation $ 283t $ (24¢) $ 2,59:

14. RELATED PARTY AND AFFILIATED REAL ESTATE JOINT VENTURE TRANSACTIONS

The Company provides management and dewedopservices for certain joint ventures, franchiBed party and other related party
properties. Management agreements provide gendoallmanagement fees of 6% of gross rental revefurdhe management of operations at
the self-storage facilities. The Company earns ldgweent fees of 4%-6% of budgeted costs on devedopah projects and acquisition fees of
1% of the gross purchase price or the completet$ edsievelopment of acquired properties. As disedsn Note 5, the Company has
purchased self-storage properties from relatedgzaand affiliated entities.
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14. RELATED PARTY AND AFFILIATED REAL ESTATE JOINT VENTURE TRANSACTIONS (Continued)

Management fee revenues for related pandyadfiliated real estate joint ventures are suniredras follows:

For the Year ended December 31

Entity Type 2007 2006 2005
ESW Affiliated real estate joint venture $ 43¢ $ 413 $ 374
ESNPS Affiliated real estate joint venture 444 422 397
PRISA Affiliated real estate joint venture 5,13: 5,057 2,391
PRISA I Affiliated real estate joint venture 4,18¢ 4,081 1,91:
PRISA Il Affiliated real estate joint venture 1,86z 1,84: 871
VRS Affiliated real estate joint venture 1,157 1,11¢ 514
WCOT Affiliated real estate joint venture 1,53¢ 1,464 68¢
SP I Affiliated real estate joint venture 1,26¢ 1,221 54¢
SPB I Affiliated real estate joint venture 1,02¢ 1,032 471
Extra Space Development ("ESL Related part 743 51¢ 292
Various Franchisees, third parties and ot 2,81 3,714 2,18¢
$ 2059 $ 20,88 10,65(

L]

Development fee revenues for related pamty affiliated real estate joint ventures for tleans ended December 31, 2007, 2006 and 2005
are summarized as follows:

For the Year ended December 31,

2007 2006 2005
Affiliated real estate joint venture $ 357 $ 168 $ 704
Related part — 10¢ 28¢

$ 35 $ 272 $ 99

Receivables from related parties and afBlil real estate joint ventures balances as ofBleee31, 2007 and 2006 are summarized as
follows:

December 31, 200 December 31, 200

Development fee $ 1,501 $ 2,63:¢
Other receivables from properti 5,88¢ 13,247
$ 7,38¢ $ 15,88(

Development fees receivable consist of antsodue for development services from third paried unconsolidated joint ventures. Other
receivables from properties consist of amountsfduexpenses paid on behalf of the propertiesttteCompany manages and management
fees. The Company believes that all of these mtlpéety and affiliated real estate joint ventureereables are
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14. RELATED PARTY AND AFFILIATED REAL ESTATE JOINT VENTURE TRANSACTIONS (Continued)

fully collectible. The Company does not have anyaides to related parties at December 31, 20072604.

The Company has determined that it hadiabia interest in properties in which ESD ownedhad an ownership interest. The Company
did not have an equity investment or interest, ibmés not the primary beneficiary. This variabi¢erest was a result of management and
development contracts that were held by the CompEmg variable interest was limited to the manageraad development fees and there
not any additional loss that could be attributethto Company. The Company determined that it washeoprimary beneficiary in these
agreements. Accordingly, these properties wereonsolidated subsequent to August 16, 2004.

On December 31, 2007, the Company acqf®d and its related assets for $46,674. The foligveissets were purchased as part of this
transaction:

1. Three wholly-owned properties;

2. 70% ownership interest in Extra Space of Elk Grolk€, a consolidated joint venture that owns onepprty;

3. 5% ownership interest in Extra Space West Two Lax€unconsolidated joint venture that owns five prtips; anc
4. 10% ownership interest Storage Associates HolddB,ldn unconsolidated joint venture that owns sopprties.

The independent members of the Companysdbaf directors reviewed and approved the acdpiisdf ESD.

Centershift, a related party service prevjds partially owned by a certain director andmwhers of management of the Company.
Effective January 1, 2004, the Company entereddriicense agreement with Centershift which secanesrpetual right for continued use of
STORE (the site management software used at ed sjterated by the Company) in all aspects of tragany's property acquisition,
development, redevelopment and operational a&#ifDuring the years ended December 31, 2007, 200@005, the Company paid
Centershift $965, $824, and $739, respectivelwtirgy to the purchase of software and to licenseeagents.

The Company has entered into an aircrgftefise and service and management agreement patmABro, L.C. ("SpenAero") an affiliate
of Spencer F. Kirk, the Company's President. Utigieterms of the agreement, the Company pays aedefiourly rate for use of the aircraft.
During the years ended December 31, 2007, 200@2@08, the Company paid SpenAero $395, $314, and,$26pectively. The services that
the Company receives from SpenAero are similamimire and price to those that are provided to ath&side third parties.

80




Extra Space Storage Inc
Notes to Consolidated Financial Statements (Contirad)
December 31, 2007
(Dollars in thousands, except share and per shareath)
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On June 15, 2007, the Operating Partneeshiipred into a Contribution Agreement with varitimsted partnerships affiliated with
AAAAA Rent-A-Space to acquire ten self-storage lities (the "Properties") in exchange for the ismeof newly designated Preferred OP
units of the Operating Partnership. The self-stefagilities are located in California and Hawaii.

On June 25 and 26, 2007, nine of the tepgmties were contributed to the Operating Parhigiis exchange for consideration totaling
$137.8 million. Preferred OP units totaling 909,0%&h a value of $121.7 million, were issued alawith the assumption of approximately
$14.2 million of thirdparty debt, of which $11.4 million was paid offcse. The final property was contributed on Audys2007 in exchan
for consideration totaling $14.7 million. 80,90%farred OP units with a value of $9.8 million wéssued along with $4.9 million of cash.

On June 25, 2007, the Company loaned thldehoof the Preferred OP units $100.0 million. Tioée receivable bears interest at 4.85%,
and is due September 1, 2017. The loan is secyrdfietborrower's Preferred OP units. The holdetbh@fPreferred OP units can convert up to
114,500 Preferred OP units prior to the maturitiedsd the loan. If any redemption in excess of 508,Preferred OP units occurs prior to the
maturity date, the holder of the Preferred OP ugitequired to repay the loan as of the date aif fineferred OP unit redemption. Preferred OP
units are shown on the balance sheet net of th@.81fillion loan under the guidance in EITF No. B5-Classifying Notes Receivable for
Capital," because the borrower under the loan receivablsastiae holder of the Preferred OP units.

The Operating Partnership entered into@®e& Amended and Restated Agreement of LimitechBeship (the "Partnership Agreement”)
which provides for the designation and issuanddePreferred OP units. The Preferred OP unitshaile priority over all other partnership
interests of the Operating Partnership with resfedistributions and liquidation.

Under the Partnership Agreement, Prefe@Bdunits in the amount of $115.0 million bear a&dbpriority return 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 the
common Operating Partnership units. The Preferreédigits will be redeemable at the option of thedbobn or after September 1, 2008, wi
redemption obligation may be satisfied, at the Canyfs option, in cash or shares of its common stock

At issuance, in accordance with SFAS 138ccounting for Derivative Instruments and Hedgirdities”, SFAS 150!"Accounting for
Certain Financial Instruments with Characteristiasboth Liabilities and Equity'EITF 00-19:"Accounting for Derivative Financial
Instruments Indexed to, and Potentially Settledifompany's Own StoclEITF Topic D-109: "Determining the Nature of a Host Contract
Related to a Hybrid Financial Instrument Issuedhia Form of a Share under FASB Statement No. Jand Accounting Series Release
("ASR") No. 268:"Presentation in Financial Statements of "Redeem&ukferred Stocksfrom inception through September 28, 2007 (the
date of the amendment discussed below), the Peef€@P units were classified as a hybrid instrursenh that the value of the units associated
with the fixed return were classified in mezzardfier total liabilities on the balance sheet anbtgestockholders' equity. The remaining
balance that participates in distributions equahti of common OP units had been identified asrabhedded derivative and had been class
asa
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15. MINORITY INTEREST REPRESENTED BY PREFERRED OPERATING PARTNERSHIP UNITS (Continued)

liability on the balance sheet and recorded atfaline on a quarterly basis with any adjustmemdpeécorded through earnings. For the year
ended December 31, 2007, the fair value adjustasstciated with the embedded derivative was $1,054.

On September 28, 2007, the Operating Pattiieentered into an amendment to the Contribudigreement (the "Amendment"). Pursu
to the Amendment, the maximum number of sharescdrabe issued upon redemption of the Preferredr@® was set at 116 million, after
which the Company will have no further obligatiomish respect to the redeemed or any other remaiRnegerred OP units. As a result of the
Amendment, and in accordance with the above reteiguidance, the Preferred OP units are no locm@sidered a hybrid instrument and the
previously identified embedded derivative no longeuires bifurcation and is considered permaneguity of the Operating Partnership. The
Preferred OP units are included on the consolidatdaince sheet as the minority interest represdijtdteferred OP units.

16. MINORITY INTEREST IN OPERATING PARTNERSHIP

The Company's interest in its propertigsalksl through the Operating Partnership. ESS Hgl&@uasiness Trust I, a wholly-owned
subsidiary of the Company, is the sole generahparf the Operating Partnership. The Company tideSS Business Trust I, a wholly-
owned subsidiary of the Company, is also a limgadner of the Operating Partnership. Betweendtgegl partner and limited partner
interests, the Company held a 92.88% majority oglmiprinterest therein as of December 31, 2007.réhmining ownership interests in the
Operating Partnership (including Preferred OP Ynifs7.12% are held by certain former owners oetsacquired by the Operating
Partnership, which include a director and officefrthe Company.

The minority interest in the Operating Rarship represents OP units that are not ownetidZompany. In conjunction with the
formation of the Company and as a result of subseacquisitions, certain persons and entitiesritariing interests in properties to the
Operating Partnership received limited partnersimis in the form of either OP units or Conting@uinversion units. Limited partners who
received OP units in the formation transactionm@xchange for contributions for interests in pdjgs have the right to require the Operating
Partnership to redeem part or all of their OP ufaitash based upon the fair market value of anvetent number of shares of the Company's
common stock (10 day average) at the time of tHemgption. Alternatively, the Company may, at itsi@p, elect to acquire those OP units in
exchange for shares of its common stock on a oneffe basis, subject to anti-dilution adjustmemtssjaled in the Operating Partnership
agreement. The ten day average closing stock atibecember 31, 2007, was $14.04 and there web® A83 OP units outstanding.
Assuming that all of the unit holders exercisedrthight to redeem all of their Operating Partngosimits on December 31, 2007 and the
Company elected to pay the non-controlling membash, the Company would have paid $56,870 in cashkideration to redeem the units.
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16. MINORITY INTEREST IN OPERATING PARTNERSHIP (Con tinued)

During June 2007, the Company issued 2B3(BP units valued at $3.8 million in conjunctiortiwihe acquisition of a property in San
Francisco, California. 47,334 OP units were redekimexchange for cash throughout 2007.

During September 2006, the Company iss@2d828 OP units valued at $3.1 million in conjuastwith the acquisition of a property in
Rockville, Maryland. During July 2006, 200,000 Ogtang Partnership units were redeemed in exchammgeoinmon stock.

As of December 31, 2007, the Operatingrfeaship had 4,050,588 and 129,432 OP units and @Otésanding, respectively.

Unlike the OP units, CCUs do not carry &nting rights. Upon the achievement of certain peniance thresholds relating to 14 wholly-
owned lease-up properties, all or a portion ofG@i@Js will be automatically converted into OP unitstially, each CCU will be convertible on
a one-for-one basis into OP Units, subject to auany anti-dilution adjustments. Beginning with tigarter ended March 31, 2006, and ending
with the quarter ending December 31, 2008, the Gmygalculates the net operating income from the/lidlly-owned lease-up properties
over the 12-month period ending in such quartethi¥i35 days following the end of each quartermefé to above, some or all of the CCUs
will be converted so that the total percentage (o@xceed 100%) of CCUs issued in connection thighformation transactions that have been
converted to OP units will be equal to the percgatdetermined by dividing the net operating incdaresuch period in excess of $5.1 million
by $4.6 million. If any CCU remains unconvertedotigh the calculation made in respect of the 12-mpetiod ending December 31, 2008,
such outstanding CCUs will be cancelled.

While any CCUs remain outstanding, a majaf the Company's independent directors muserednd approve the net operating incc
calculation for each measurement period and alssi approve the sale of any of the 14 wholly-owresasé-up properties.

As of December 31, 2007, there were 70BC4s converted to OP units. Based on the performahthe properties as of December 31,
2007, an additional 22,269 CCUs became eligibletmversion. The board of directors approved theresion of these CCUs on February 1,
2008 as per the Company's charter, and the units isgued on February 5, 2008.

17. STOCKHOLDERS' EQUITY

The Company's charter provides that itisane up to 300,000,000 shares of common stoc®1%far value per share, 4,100,000 CCSs,
$.01 par value per share, and 50,000,000 shamgefefred stock, $0.01 par value per share. Asemfeinber 31, 2007, 65,784,274 shares of
common stock were issued and outstanding, 2,645 825s were issued and outstanding and no shapeefefred stock were issued or
outstanding.

All stockholders of the Company's commaitktare entitled to receive dividends and to orte v all matters submitted to a vote of
stockholders. The transfer agent and registrathi®iCompany's common stock is American Stock Tear&fTrust Company. On October 29,
2007, the Company's Board of Directors approvetherease in the Company's annual dividend to $fied@@ommon share to be paid quart
at the rate of $0.25 per common share startingerfdurth quarter of 2007.
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17. STOCKHOLDERS' EQUITY (Continued)

Unlike the Company's shares of common stG€kSs do not carry any voting rights. Upon theéeaament of certain performance
thresholds relating to 14 wholly-owned lease-ugpprtes, all or a portion of the CCSs will be augically converted into shares of the
Company's common stock. Initially, each CCS willdoavertible on a one-for-one basis into sharesafmon stock, subject to customary
anti-dilution adjustments. Beginning with the gearnded March 31, 2006, and ending with the quertding December 31, 2008, the
Company calculates the net operating income frarilthwholly-owned lease-up properties over the dPmperiod 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 witldhraation transactions that have been convertedtomon stock will be equal to the
percentage determined by dividing the net operatinogme for such period in excess of $5.1 millign#d.6 million. If any CCS remains
unconverted through the calculation made in respittte 12-month period ending December 31, 200&) sutstanding CCSs will be
cancelled and restored to the status of authobmé¢dnissued shares of common stock.

While any CCSs remain outstanding, a mijarf the Company's independent directors musesdnd approve the net operating income
calculation for each measurement period and alssi approve the sale of any of the 14 wholly-owresse-up properties.

As of December 31, 2007, there were 1,3CCSs converted to common stock. Based on therpence of the properties as of
December 31, 2007, an additional 432,883 CCSs beedigible for conversion. The board of directopp@ved the conversion of these CCSs
on February 1, 2008 as per the Company's chartdrthee shares were issued on February 5, 2008.

18. STOCK-BASED COMPENSATION

As of December 31, 2007, the Company haldagized 8,800,000 shares of common stock for issei@nder the Company's two stock
compensation plans: (1) the 2004 Long-Term Incenfempensation Plan, and (2) the 2004 Non-EmplByesztors' Share Plan (together, the
"Plans").

Under the terms of the Plans, the exeqmige of an option shall be determined by the Camspion, Nominating and Governance
Committee and reflected in the applicable awar@eagient. All option grants have been issued atitleedfay average close price prior to the
date of the grant. Each option will be exercisatfter the period or periods specified in the anagceement (typically four years), which will
generally not exceed 10 years from the date oftg@ptions will be exercisable at such times argextt to such terms as determined by the
Compensation, Nominating and Governance Committigierinder no circumstances may be exercised if sxettise would cause a violation
of the ownership limit in the Company's charterldds otherwise determined by the Compensation, Natnig and Governance Committee at
the time of grant, such stock options shall vetsthiy over a four-year period beginning on the adtgrant.

Also as defined under the terms of the lagstricted stock grants may be awarded. Thé gp@nts are subject to a performance or
vesting period over which the restrictions arestifand the stock certificates are given to thetgearDuring the performance or vesting period,
the grantee is not permitted to sell, transferdgée encumber or assign shares of restricted g@eited under the plan,
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18. STOCK-BASED COMPENSATION (Continued)

however, has the ability to vote the shares aneivedhe dividends paid on the shares. The forfeitund transfer restriction on the shares lapse
over a two to four year period beginning on thesdstgrant.

Option Grants to Employees

As of December 31, 2007, 5,390,183 shaege available for issuance under the Plans. A sumofastock option activity for the years
ended December 31, 2007 and 2006 is as follows:

Weighted Average Aggregate Intrinsic
Weighted Average Remaining Value as of
Options Number of Shares Exercise Price Contractual Life December 31, 2007
Outstanding at December 31, 2( 3,046,52. $ 13.8¢
Granted 161,91 15.4¢
Exercisec (259,700 13.11
Forfeited (384,179 14.92
Outstanding at December 31, 2( 2,564,56. 13.92
Granted 418,00( 18.51
Exercisec (126,80)) 13.6¢
Forfeited (204,04¢) 14.71
Outstanding at December 31, 2( 2,651,71 $ 14.5¢ 73¢ $ 2,15(
| |
Vested and Expected to Ve 2,032,38" % 14.27 7.2¢€ $ 1,84¢
Ending Exercisabl 131295 $ 13.5¢ 691 $ 1,48¢

The weighted average fair value of stockans granted in 2007, 2006 and 2005 was $2.348%nd $1.25, respectively. The fair value
of each option grant is estimated on the date afitgusing the Black-Scholes option-pricing modehwie following weighted average
assumptions for 2007, 2006 and 2005:

Year Ended December 31,

2007 2006 2005

Expected volatility 25% 24% 21%
Dividend yield 6.4% 55% 6.9%
Risk-free interest rat 35% 4.7% 3.7%
Average expected term (yea 5 5 5
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18. STOCK-BASED COMPENSATION (Continued)

A summary of stock options outstanding erdrcisable as of December 31, 2007 is as follows:

Options Outstanding Options Exercisable

Weighted Average

Remaining Weighted Average Weighted Average
Range of Exercise Price Shares Contractual Life Exercise Price Shares Exercise Price

12.50- 14.00 1,254,57. 6.6¢€ $ 12.5¢ 855,32- $ 12.f
14.01- 15.50 388,56¢ 8.1: 14.91 114,94: 14.¢
15.51- 17.00 710,57¢ JE5E 15.6¢ 342,69( 15.¢
17.01- 18.50 — — — — -
18.51- 20.00 298,00( 9.1¢ 19.61 — -

2,651,71 7.3¢ $ 14.5¢ 1,312,95 $ 13.t

Total compensation expense of $865 and $#28recorded relating to outstanding optionshenttears ended December 31, 2007 and
2006. The total compensation cost related to n@tedestock options not yet recognized was appraein&1.1 million and the weighted-
average period over which the total compensati@h idated to non-vested stock options is expetctd realized is 1.86 years. Total cash
received for the years ended December 31, 2002@0@ related to option exercises was $1,735 and, $@3pectively.

The following pro-forma information as réad by SFAS No. 148, Accounting for Stock-Based Compensation-Transaiwth
Disclosure, an amendment of FASB Statement No," is presented for comparative purposes and ilitess the effect on net loss and net loss
per common share for the year ended December 85, 28 if the Company had applied the fair vale®gaition provisions of SFAS No. 123
to stock-based employee compensation prior to Jgriy£006:

Year Ended
December 31, 2005

Net loss attributable to common stockholders asrnte $ (4,966
Add: Stock-based compensation expense includegpiorted net loss
attributable to common stockholde 601
Deduct: Stoc-based compensation expense determined under fae
method for all award (2,267
Pro forma net los $ (5,626

Loss per common sha
Basic and dilute—as reporte« $ (0.19
Basic and dilute—pro forma $ (0.16)

Common Stock Granted to Employees and Directors

For the years ended December 31, 2007 @06, 2he Company granted 108,729 and 50,300 shespsctively of common stock to
certain employees, without monetary consideratimhen the Company's 2004 Long-Term Incentive Comgaéns Plan.
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18. STOCK-BASED COMPENSATION (Continued)

On August 1, 2007 and May 15, 2006, the gamy's Board of Directors approved the annual issei@f 12,000 shares of common stock
without monetary consideration under the Compa2931 Non-Employee Directors' Share Plan to cedfits directors for services
performed.

The Company recorded $1,260 and $927 oémesgin general and administrative expense indtersent of operations related to
outstanding shares of common stock granted to grapkand directors for the years ended Decemb&@08¥, and 2006, respectively.

The fair value of common stock awards iedrined based on the closing trading price of@bepany's common stock on the grant date.
A summary of the Company's employee and directaresprant activity for the years ended DecembeBQ7 and 2006 is as follows:

Weighted-Average

Grant-Date
Restricted Stock Grants Shares Fair Value
Unreleased at December 31, 2( 173,75( $ 15.6¢€
Granted 62,30( 16.4:2
Release (46,25() 15.6¢
Cancellec (33,500 15.71
Unreleased at December 31, 2( 156,30( $ 15.9¢
Granted 120,72¢ 18.17
Release (61,979 15.9(
Cancellec (3,082) 18.3¢
Unreleased at December 31, 2( 211,97: $ 17.2:

19. EMPLOYEE BENEFIT PLAN

The Company has a retirement savings ptaieiuSection 401(k) of the Internal Revenue Codieumhich eligible employees can
contribute up to 15% of their annual salary, subje@ statutory prescribed annual limit. For tleans ended December 31, 2007 and 2006, the
Company made matching contributions to the pla$9®9 and $772, respectively, based on 100% ofitse3% and up to 50% of the next 2%
of an employee's compensation.

20. GAIN ON SALE OF REAL ESTATE ASSETS

On August 3, 2007, the Company sold an veldged parcel of vacant land in Kendall, Floridaifs book value of $1,999. There was no
gain or loss recognized on the sale.

On January 30, 2006, the Company sold aassxparcel of vacant land in Lanham, Pennsylaniiés book value of $728. There was no
gain or loss recognized on the sale.
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21. SEGMENT INFORMATION

The Company operates in two distinct segmé€h) property management, acquisition and dereént and (2) rental operations. Finar
information for the Company's business segmentsetréorth below:

For the Year Ended December 31

2007 2006 2005
Statement of Operations
Total revenue
Property management, acquisition and developi $ 3255. $ 26,27 $ 14,08¢
Rental operation 206,31} 170,99: 120,64(
$ 238,86t $ 197,26: $ 134,72¢
Operating expenses, including depreciation and &ration
Property management, acquisition and developi $ 43,45( $ 39,058 $ 25,76
Rental operation 111,61¢ 98,557 76,61:
$ 155,06¢ $ 137,61. $ 102,37«
Income (loss) before interest, Preferred Operd@agnership, impairment, minority interests anditgq
in earnings of real estate ventu
Property management, acquisition and developi $ (10,899 $ (12,789 $ (11,672
Rental operation 94,697 72,43¢ 44,02¢
$ 83,79¢ $ 59,65: $ 32,35¢
Interest expens
Property management, acquisition and developi $ (1,300 $ (829 $ (91))
Rental operation (59,715 (50,129 (41,63¢)
$ (61,01 $ (50,959 $ (42,549
Interest incomt
Property management, acquisition and developi $ 7,928 $ 2,46¢ % 1,62¢
Interest income on note receivable from Preferrai kblder
Property management, acquisition and developi $ 249 $ — 3 =
Fair value adjustment of obligation associated Witbferred Partnership un
Property management, acquisition and developi $ 1,05¢ $ — 3 —
Impairment of investments availa-for-sale
Property management, acquisition and developi $ (1,239 $ — 3 =
Minority interest—Operating Partnership and ott
Property management, acquisition and developi $ (2,227) $ 985 $ 434
Equity in earnings of real estate ventu
Rental operation $ 530 $ 469: $ 3,17(
Net income (loss
Property management, acquisition and developi $ (4,187 $ (12,129 $ (10,52¢)
Rental operation 40,28: 27,00¢ 5,56(
$ 36,09 $ 1487¢ $ (4,96¢€)
Depreciation and amortization expens
Property management, acquisition and developi $ 1,25: $ 85¢ $ 35€
Rental operation 38,54¢ 36,31 30,64¢
$ 39,80: $ 37,17:  $ 31,00¢

Statement of Cash Flow:
Acquisition of real estate assi
Property management, acquisition and developi $ (183,69() $ (174,309 $ (79,22)



Acquisition of Storage US,

Property management, acquisition and developi $ — 8 — 8 (530,977)
Development and construction of real estate a:
Property management, acquisition and developi $ (45,630 $ (34,78) $ (20,20¢)
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21. SEGMENT INFORMATION (Continued)

December 31, 200 December 31, 200!

Balance Shee
Investment in real estate ventu

Rental operation $ 95,16¢ $ 88,11¢
Total asset

Property management, acquisition and develop $ 385,39: $ 223,40:

Rental operation 1,668,68: 1,446,42.

$ 2,054,070 $ 1,669,82!

22. COMMITMENTS AND CONTINGENCIES

The Company has operating leases on ifgocate offices and owns 12 self-storage facilitied are subject to ground leases. At
December 31, 2007, future minimum rental paymentieuthese non-cancelable operating leases acti@asd:

Total

Lessthan 1y $ 5,44+
Year 2 5,13¢
Year 3 5,061
Year 4 4,42:
Year 5 3,67¢
Thereaftel 38,531

$ 62,27

|

The monthly rental amount for one of thewyrd leases is the greater of a minimum amountpareentage of gross monthly receipts. The
Company recorded rent expense of $3,115, $2,6411$2/591 related to these leases in the years dbeleeinber 31, 2007, 2006 and 2005,
respectively.

The Company has guaranteed three consirultans for unconsolidated partnerships that ogwetbpment properties in Baltimore,
Maryland, Chicago, lllinois and Sacramento, Cafifar These properties are owned by joint ventureghiich the Company has between 10%
and 50% equity interests. These guarantees weeeeehinto in November 2004, July 2005 and Augué72@espectively. At December 31,
2007, the total amount of guaranteed mortgage ré¢diting to these joint ventures was $17,284 (uitadd These mortgage loans mature
December 1, 2008, July 28, 2008 and August 3, 2&Hpectively. If the joint ventures default on thans, the Company may be forced to
repay the loans. Repossessing and/or selling thetseage facilities and land that collateralibe foans could provide funds sufficient to
reimburse the Company. The estimated fair markielevaf the encumbered assets at December 31, 2Gk23i088 (unaudited). The Company
has recorded no liability in relation to this gusteee as of December 31, 2007, as the fair valtlbeofjuarantee is not material. To date, the
ventures have not defaulted on their mortgage détet.Company believes the risk of having to perfomthe guarantee is remote.
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22. COMMITMENTS AND CONTINGENCIES (Continued)

The Company has been involved in routitigdtion arising in the ordinary course of busindss of December 31, 2007, the Company is
not presently involved in any material litigatioarnto its knowledge, is any material litigatiomehtened against its properties.

23. SUPPLEMENTARY QUARTERLY FINANCIAL DATA (UNAUDIT ED)

Three months endec

March 31, June 30, September 30 December 31
2007 2007 2007 2007

Revenue:! $ 53,77¢ $ 56,55( $ 63,82t $ 64,71«
Cost of operation $ 36,15¢ $ 36,81¢ $ 41,11 $ 40,98:
Net income $ 6,47C $ 8,69t $ 11,33¢ % 9,591

| | .| |
Net income attributable to comm:
stockholder: $ 6,47C $ 8,69t $ 9,82¢ $ 9,591

| | .| |
Net incom«——basic $ 0.1C $ 0.1 $ 0.1t $ 0.1t
Net incom—diluted $ 0.1C $ 0.1 $ 0.1t $ 0.1¢

Three months endec
March 31, June 30, September 30 December 31
2006 2006 2006 2006

Revenue: $ 4537C $ 4853. $ 51,18¢ $ 52,17¢
Cost of operation $ 34,21. $ 33,66 $ 34,66: $ 35,07:
Net income $ 736 $ 3092 $ 4307 $ 6,73¢

| | .| |
Net income attributable to comm:
stockholders $ 736 $ 3,09 $ 4307 $ 6,73¢

| | .| |
Net incom+—Dbasic $ 001 $ 0.0¢6 $ 0.0¢ $ 0.11
Net incom«—diluted $ 0.01 $ 0.0¢ $ 0.07 $ 0.1C
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Gross carrying amount at
December 31, 2007

Date
Building acquired
Building and Land costs costs or

Land improvements subsequen subsequen Accumulated developmen
Property initial to to Land Building Building and
Name State Debt cost initial cost  acquisition acquisition Adjustments Notes Adjustments Notes Land improvements Total depreciation completed
Hoover AL $ 2,55( $1,31: $ 2,85¢ $ — % 372 % — $ — $1,31: $ 3,231% 454¢ % 43 Aug-07
Mesa AZ 1,474 84¢ 2,547 — 42 — — 84¢ 2,58¢  3,43¢ 22¢ Aug-04
Peoria AZ — 652 — — 4,10z — — 652 4,10z 4,75¢ 158 Apr-0€
Phoenix AZ 7,400 1,441 7,98 — 202 — — 1,441 8,18t 9,62¢ 53E Jul-08
Phoenix AZ — 66¢ 4,13t — 32 — — 66¢ 4,167 4,83¢ 10C Jar-07
Phoenix AZ 3,44( 552 3,53( — 92 — — 552 3,622 4,17 141 Jur-0€
Alameda CA —  2,91¢ 12,98¢ — 58: — — 2,91¢ 13,567 16,48¢ 183 Jur-07
Antelope CA — 1,52% — — — — — 1,52¢ — 1,62 —
Belmont CA — 3,50 — — 7,32¢ — — 3,50( 7,32¢ 10,82¢ 69 May-07
Berkley CA —  1,71¢€ 19,60: — 18€ — — 1,71¢ 19,78¢ 21,50« 25¢€ Jur-07
Burbank CA 8,41: 3,19¢ 5,082 — 17€ 41¢ @ 672 (a) 3,61¢ 5,93( 9,54¢ 1,06¢ Aug-0C
Casitas CA 4,38¢ 1,431 2,97¢ — 37 18C @ 374 (a) 1,611 3,387 4,99¢ 63E Mar-0C
Castro
Valley CA — — 6,34€ — 59 — — — 6,40t  6,40¢ 87 Jur-07
Chatswortl CA 11,20( 3,59 11,16¢ — 354 — — 3,59¢ 11,52( 15,11« 731 Jul-058
Claremont CA 2,62¢ 1,472 2,01z — 31 — — 1,47: 2,04: 3,51t 18¢ Jur-04
Colma CA — 3,947 22,00: — 22C — — 3,947 22,22: 26,16¢ 303 Jur-07
Compton CA —  1,42¢ — — — — — 1,42¢ — 1,42¢ —
Culver
City CA 6,000 3,991 10,03« — — — — 3,991 10,03: 14,02t — Dec-07
El
Sobrante CA —  1,20¢ 4,01¢ — 8 — — 1,20¢ 4,02¢ 5,23¢ 56 Jur-07
Elk Grove CA 6,471 952 6,93¢ — — — — 952 6,93¢ 7,88¢ 17€ Dec-07
Fontane CA —  1,24¢ 3,35¢ — 107 54 @) 14€ (@) 1,30C 3,60¢ 4,90¢ 38t Oct-03
Fontane CA 3,41¢ 961 3,84¢ — 7€ 39 ©)] 15¢ (a) 1,00C 4,08( 5,08( 55C Sef-02
Glendale CA 4,48( — 6,084 — 58 — — — 6,142 6,14: 57C Jur-04
Hawthorne CA 3,84( 1,53: 3,871 — 81 — — 1,532 3,95: 5,48¢ 377 Jur-04
Hayward CA 2,76¢ 3,14¢ 8,00¢€ — 11¢ — — 3,14¢ 8,12 11,27: 10¢ Jur-07
Hemet CA 5,300 1,14¢ 6,36¢ — 99 — — 1,14¢ 6,46¢ 7,61¢ 41C Jul-058
Inglewood CA 4,23:  1,37¢ 3,34: — 25¢ 15C @) 377 (@) 1,52¢ 3,97¢ 5,507 751 Aug-0C
LA Central
Ave CA 5,98C 2,20 — — — — — 2,20( —  2,20¢ —
LA
Pico/Unior CA — 3,07% — — — — — 3,07t — 3,07t —
Lancaste CA —  1,42¢ — — — — — 1,42¢ — 1,42t —
Lancaste CA 5,84( 1,347 5,827 — 16¢ — — 1,347 599t 7,34 224 Jul-06
Livermore CA 4,92 1,13¢ 4,61t — 31 — — 1,13¢ 4,64¢ 5,78( 42¢ Jur-04
Long
Beach CA 6,20C 1,402 7,59t — 28( — — 1,40 7,878 9,27¢ 501 Jul-058
Los Gatos CA —  2,55( — — — — — 2,55( —  2,55(C —
Manteca CA 3,771 84¢ 2,54 — 49 — — 84¢ 2,59:  3,44( 27C Jar-04
Marina De
Rey CA 18,400 4,24¢ 23,54¢ — 21C — — 4,24¢ 23,75¢ 28,007 1,47: Jul-058
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(Dollars in thousands)

Gross carrying amount at
December 31, 2007

Date
Building acquired
Building and Land costs costs or

Land improvements subsequen subsequen Accumulated developmen
Property initial to to Land Building Building and
Name State Debt cost initial cost acquisition acquisition Adjustments Notes Adjustments Notes Land improvements Total depreciation completed
Modesta CA $ — 8 90¢$ 3,04: % — $ 86 $ — — $ 90¢ $ 3,12¢$ 4,03¢ $ 43 Jur-07
N Highlands CA 2,20( 69€ 2,80¢ — 444 — — 69€ 3,250 3,94¢ 21¢ Jul-08
North
Hollywood CA — 3,12t 9,257 — 32 — — 3,12¢ 9,28¢ 12,41« 37¢ May-06
Oakland CA 4,272 — 3,771 — 182 — 494 (@ — 4,457 4,45: 85¢ Apr-0C
Oakland CA — 3,02« — — — — — 3,02¢ — 3,02¢ —
Oceanside CA 9,70C 3,241 11,36: — 32t — — 3,241 11,68¢ 14,927 73¢ Jul-058
Pacoime CA — 3,05C — — — — — 3,05( —  3,05( —
Palmdale CA — 1,22t 5,37¢ — 2,09« — — 1,22¢ 7,47; 8,69¢ 46% Jar-058
Pico Rivere CA 4,51F 1,15(C 3,45( — 52 — — 1,15C 3,50z 4,65 547 Aug-0C
Pleasantoi CA — 1,20¢ 4,28: — 17z — — 1,20¢ 4,45¢ 5,66< 72 May-07
Richmond CA 4,69¢€ 952 4,63t — 264 — — 952 4,89¢ 5,857 44¢€ Jur-04
Riverside  CA 2,62 1,07t 4,04z — 26¢ — — 1,07¢ 4,31 5,38t 36¢ Aug-04
Sacramentt CA 4,20( 852 4,72( — 221 — — 852 4,941 5,79: 828 Jul-05
San
Bernardinc CA 3,37¢ 1,21: 3,061 — 63 — — 1,21 3,12¢ 4,337 28¢ Jur-04
San
Bernardinc CA — 75C — — 5,13¢ — — 75C 5,13¢ 5,88¢ 14& Jur-0€
San
Franciscc CA 13,94: 8,457 9,92¢ — 542 — — 8,457 10,477 18,92¢ 13¢ Jur-07
San Leandrc CA — 4,601 9,771 — 31t — — 4,601 10,09z 14,69: 96 Aug-07
Santa Clari CA —  4,75C — — — — — 4,75( —  4,75(
Santa Fe
Springs CA 7,18¢ 3,617 7,02 — 44 — — 3,617 7,06€ 10,68 38 Oct-07
Sherman
Oaks CA 17,20¢ 4,051 12,15: — 154 — — 4,057 12,30¢ 16,35' 1,03¢ Aug-04
Simi Valley CA — 5,53t — — — — — 5,53¢ — 5,53¢ —
Stockton CA 3,217 64¢ 3,27: — 37 — — 64¢ 3,30¢  3,95¢ 48€ May-02
Thousand
Oaks CA —  4,50C — — — — — 4,50( —  4,50( —
Torrance CA 6,96( 3,71C 6,271 — 13C — — 3,71(C 6,401 10,11: 602 Jur-04
Tracy A CA — 94¢€ 1,937 — 78 — — 94¢€ 2,01t 2,961 24t Apr-04
Tracy D CA —  77¢ 2,63¢ — 57 13z (3 447 (@ 911 3,14 4,05: 35E Jul-03
Vallejo CA — 117 2,157 — 45 — — 1,177 2,20z 3,37¢ 3C Jur-07
Venice CA 6,99t 2,80: 8,41( — 49 — — 2,80: 8,45¢ 11,26: 714 Aug-04
Watsonville CA 3,400 1,69¢ 3,05¢ — 107 — — 1,69¢ 3,16: 4,86: 204 Jul-05
Whittier CA 2,52¢ — 2,98t — 11 — — — 2,99¢ 2,99¢ 42¢ Jur-02
Arvada CO — 28€ 1,521 — 252 — — 28¢€ 1,774 2,06( 38¢ Sef-0C
Colorado
Springs CO 3,24¢ 781 3,40( — 67 — — 781 3,467 4,24¢ 28 Aug-07
Denver CO 2,25( 36¢ 1,57¢ — 54 — — 36€ 1,62¢ 1,99¢ 114 Jul-058
Denver CO — 60z 2,05: — 25¢ 14z @ 51z (@ 74t 2,827 3,56¢ 52% Sef-0C
Parker CO — 80C 4,54¢ — 74 — — 80C 4,627 5,42 14¢ Sef-0€
Thornton CO — 21z 2,04 — 38¢ 36 @ 38¢ (@ 24¢ 2,821 3,06¢ 56€ Sef-0C
Westministe CO — 291 1,58¢ — 39¢ 8 @ 48 @ 29¢ 2,03z 2,331 42C Sef-0C




Real Estate and Accumulated Depreciation

Extra Space Storage Inc
Schedule Il (Continued)

(Dollars in thousands)

Gross carrying amount at
December 31, 2007

Date
Building acquired
Building and Land costs costs or

Land improvements subsequen subsequen Accumulated developmen
Property initial to to Land Building Building and
Name State Debt cost initial cost  acquisition acquisition Adjustments Notes Adjustments Notes Land improvements Total depreciation completed
Groton CT $ —$127:$% 3,99: $ — $ 23€ $ — — $1,277 $ 4,22¢$ 5508 $ 424 Jar-04
Middletown CT 3,178 932 2,81( — — — — 93z 2,81C 3,74: — Dec-07
Wethersfielc CT —  70¢ 4,20t — 72 — — 70¢ 4,277 4,98¢ 58¢ Aug-02
Deland FL — 1,31¢ 3,971 — 79 — — 1,31¢ 4,05( 5,36¢ 20z Jar-06
Forest Hill FL 2,365 1,16¢ 2,511 — 15& 82 @) 18C (@ 1,24¢ 2,84¢ 4,092 54¢ Aug-0C
Fort Myers ~ FL 4,40( 1,98t 4,98 — 29t — — 1,98¢ 5,27¢  7,26% 34z Jul-08
Fort Myers ~ FL 5,082 1,691 4,711 — 83 — — 1,691 4,79¢ 6,48¢ 41€ Aug-04
Fountainblea FL 4,308 1,32% 4,39¢ — 203 114 (a) 38¢€ (@ 1,43¢ 4,98¢ 6,42 96¢ Aug-0C
Ft Lauderdal FL 4,457 1,587 4,20¢ — 151 — — 1,587 4,356 5,94: 37C Aug-04
Greenacre  FL —  1,46: 3,24¢ — 16 — — 1,46 3,260 4,72 23¢ Mar-05
Hialeah FL — 2,80( — — — — — 2,80( — 2,80 —
Hialeah FL —  1,75C — — — — — 1,75C — 1,75 —
Hollywood  FL 7,400 3,21 8,68¢ — 5 — — 3,21¢ 8,69 11,90¢ 28 Nov-07
Hunters
Creek FL 8,20( 2,23: 9,22: — 51 — — 2,23: 9,27¢ 11,507 674 Mar-05
Kendall FL 7,888 5,31t 4,30¢ — 13C 544 (a) 447 (@) 5,85¢ 4,88z 10,74: 91C Aug-0C
Kendall FL — 1,85( — — 14¢ (1,850 (c) (149 (c) — — — —
Madeira
Beach FL 4,857 1,68¢ 5,16: — 36 — — 1,68¢ 5,19¢ 6,88t 44¢ Aug-04
Margate FL 2,73¢  43C 3,13¢ — 19¢ 39 (a) 287 (@) 46¢ 3,62¢  4,09: 664 Aug-0C
Metro West  FL 6,400 1,47¢ 6,101 — 25 — — 1,47¢ 6,12¢  7,60( 44E Mar-05
Miami FL — 1,23¢ 7,591 — 10¢ — — 1,23¢ 7,708 8,94 121 May-07
Military Trail FL 2,53¢ 1,312 2,511 — 174 104 @) 204 (8 1,41¢ 2,88¢ 4,30% 557 Aug-0C
N. Lauderdal FL 2,327  42¢ 3,51¢ — 291 31 (a) 26C (@) 45¢ 4,067 4,52¢ 774 Aug-0C
Naples FL 5,400 2,57( 5,102 — 142 — — 2,57( 5,24¢ 7,81« 342 Jul-058
North Miami  FL 5,84¢ 1,25¢ 6,53t — 15¢E — — 1,25¢ 6,69C 7,94¢ 62¢ Jur-04
Ocoee FL 3,75( 872 3,64: — 24 — — 872 3,66¢ 4,53¢ 272 Mar-05
Orlando FL 5,29C 1,21¢ 5,00¢ — 66 — — 1,21¢ 5,07¢  6,29C 442 Aug-04
Port Charlottr FL 4,481 1,38¢ 4,632 — 58 — — 1,38¢ 4,69C 6,07¢ 40¢ Aug-04
Riverview FL 3,591 654 2,952 — 43 — — 654 2,99¢  3,65( 25¢ Aug-04
Tamiami FL 6,10 2,97¢ 5,351 — 183 — — 2,97¢ 5,53¢ 8,51 35€ Jul-058
Tampa FL — 1,42t 4,76€ — 19t — — 1,42t 4,961 6,38¢ 10z Mar-07
Tampa FL — 882 3,53: — 66 — — 88: 3,59¢ 4,482 10z Nov-0€
Valrico FL 4,27 1,197 4,411 — 39 — — 1,197 4,45( 5,647 38t Aug-04
Venice FL 7,09¢ 1,96¢ 5,90: — 127 — — 1,96¢ 6,03C 7,99¢ 301 Jar-06
Waterford
Lakes FL 4,600 1,16¢€ 4,81¢ — 1,07¢ — — 1,16¢ 5,89( 7,05¢ 37¢ Mar-05
West Palm
Bch FL 2,600 1,44¢ 2,58¢ — 204 — — 1,44¢ 2,79C 4,23¢ 194 Jul-058
WPB FL 4,000 1,75 4,90¢ — 18€ — — 1,752 5,09t 6,847 337 Jul-08
Alpharetta  GA 2,89¢ 1,89: 3,161 — 72 — — 1,89: 3,23: 5,12¢ alilE Aug-06
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Property initial to to Land Building Building and

Name State Debt cost initial cost  acquisition acquisition Adjustments Notes Adjustments Notes Land improvements Total depreciation completed
Cheshire  GA $8,16¢ $3,737 $ 8,33: $ — % 71 % — $ — $3,731 $ 8,40< $12,14. $ 72¢ Aug-04
Dacula GA 3,87¢ 1,99t 3,001 — 44 — — 1,99: 3,048 5,03¢ 152 Jar-06
Duluth GA — 145¢ 4,151 — 54 — — 1,45¢ 4,208 5,65¢ 56 Jur-07
Meridian  GA 9,60C 3,31¢ 8,32t — 10E — — 3,31¢ 8,43( 11,74¢ 63E Fet-05
Roswell GA 2,81: 1,66 2,02¢ — 35 — — 1,66t 2,06: 3,72¢ 17¢ Aug-04
Snellvile  GA 5,21C 2,691 4,02¢ — 73 — — 2,691 4,09¢  6,79( 35€ Aug-04
Stone

Mountain  GA 2,04¢ 92t 3,50¢ — 57 — — 92t 3,56z 4,481 23C Jul-05
Stone

Mountain  GA 4,25¢ 1,817 4,382 — 85 — — 1,817 4,467 6,28¢ 38¢ Aug-04
Sugar Hill  GA — 1,36¢ 2,54( — 60 — — 1,36¢ 2,600 3,96¢ 35 Jur-07
Sugar Hill GA — 1,371 2,547 — 77 — — 1,371 2,62¢ 3,99t 35 Jur-07
Holcomb

Bridge GL 2,448 1,97 1,587 — 45 — — 1,97:¢ 1,63z 3,60t 14& Aug-04
Kahului HI —  3,98¢ 15,04« — 6 — — 3,98¢ 15,05 19,03¢ 204 Jur-07
Kapolei HI — — 24,70 — 6 — — — 24,707 24,70° 38t Jur-07
Chicago IL 3,20( 44¢ 2,471 — 284 — — 44¢ 2,758 3,20¢ 17¢€ Jul-05
Chicago IL 2,90( 472 2,58: — 43¢ — — 472 3,01t 3,481 182 Jul-05
Chicago IL 4,40( 621 3,42¢ — 39¢ — — 621 3,82¢ 4,447 23€ Jul-058
Chicago IL — 1,92t — — — — — 1,92¢ — 1,92t —

Crest Hill 1L — 847 2,94¢ — 49 121 ©)] 424 (@) 96¢ 3,41¢ 4,381 382 Jul-03
Gurnee IL 117 1,37 — — 8,29¢ — — 1,374 8,29¢ 9,67: 44 Oct-07
Naperville 1L — 2,80C — — — — — 2,80( —  2,80(¢ —

North

Aurora IL — 60C — — — — — 60C — 60C —

South

Holland IL 3,17¢ 83¢ 2,87¢ — 61 26 ©)] 89 () 86t 3,02¢ 3,89« 424 Oct-02
Tinley Park IL — 1,82t — — — — — 1,82¢ — 1,82% —

Indianapolic IN 3,01z 58¢ 3,457 — 54 — — 58¢ 3,611 4,09¢ 29 Aug-07
Wichita KS 2,15¢ 36€ 1,897 — 15C — — 36€ 2,047 2,41: 93 Apr-06
Louisville  KY 3,00( 58€ 3,24¢ — 94 — — 58€ 3,33¢ 3,92« 224 Jul-058
Louisville  KY 2,841 1,215 4,611 — 65 — — 1,215 4,67€ 5,897 301 Jul-05
Louisville  KY — 89z 2,671 — 86 — — 89z 2,76:  3,65¢ 144 Dec-05
Metairie LA 5,41¢ 2,05¢ 4,21¢€ — 62 — — 2,05¢ 4,27¢  6,33¢ 371 Aug-04
New

Orleans LA 7,927 4,05¢ 4,32¢ — 404 — — 4,05¢ 4,72¢ 8,787 38¢ Aug-04
Ashland MA — 474 3,32¢ — 13z — — 474 3,451 3,931 48¢ Jur-03
Auburn MA 3,65: 91¢ 3,72¢ — 73 — — 91¢ 3,801 4,71¢ 704 May-04
Brockton MA 2,42: 647 2,76: — 51 — — 647 2,81  3,46( 44¢ May-04
Cambridge MA — — — — 85 — — — 85 85 2C Fet-04
Dedham MA — 2,123 3,041 — 321 — — 2,127 3,362 5,48¢ 51¢ Mar-02
Dedham Il MA — 2,44 7,32¢ — 327 — — 2,44: 7,655 10,09¢ 78€ Fet-04
Everett MA 3,75( 692 2,12¢ — 441 — — 692 2,57C 3,262 151 Jul-058
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Foxboro MA $ 3,65 % 75¢$ 4,15¢$ — % 89
Hudson MA 2,78( 80¢€ 3,122 — 114
Jamaica Plai  MA 8,881 3,28t 11,27¢ — —
Kingston MA — 55¢& 2,491 — 39
Lynn MA 2,462 1,70: 3,231 — 122
Marshfield MA 4,77¢ 1,03¢ 4,15t — 53
Milton MA — 2,83¢ 3,97¢ — 3,56¢
North Berger MA — 2,10 6,60¢ — 3€
Northboro MA 2,59( 28C 2,71¢ — 317
Norwood MA —  2,16( 2,33¢ — 1,30z
Oxford MA 1,56¢ 482 1,76%2 — 10¢
Plainville MA 5,400 2,22% 4,43( — 13z
Quincy MA — 1,35¢ 4,07¢ — 15¢
Raynham MA 3,61¢ 58¢ 2,27 — 98
Saugus MA — 1,72 5,51« — 262
Somerville MA — 1,72¢ 6,57( — 95
Stonehan MA 5,40( 944 5,241 — 46
Stoughtor MA 3,05¢ 1,75¢ 2,76¢ — 8€
Waltham MA — 3,77 11,31( — 17C
Weymouth MA 4,607 2,80¢ 3,12¢ — 38
Woburn MA — — — — 134
Worcestel MA 1,771 89¢€ 4,377 — 2,13¢
Worcester/Arar: MA 52 1,35( — — 4,44+
Anapolis MD — 1,37¢ 8,89¢ — 172
Anapolis MD 7,24¢  5,24¢ 7,247 — 10z
Arnold MD 9,50C 2,55¢ 9,44¢ — 83
Baltimore MD — 80C — — —
Bethesd: MD  12,80( — 18,33: — 152
Columbia MD 8,400 1,73¢ 9,632 — 94
Edgewooc MD — 1,00( — — —
Ft Washingtor MD  11,28( 4,92( 9,17¢ — 57
Lanham MD —  3,34¢ 10,07¢ — 56&
Laurel Heights MD — 3,00C — — 5,78¢
Park Lawn MD  12,68( 4,59¢ 11,32¢ — 93
Towson MD 4,10 861 4,742 — 92
Grandville Mi 1,70C 72€ 1,29¢ — 18¢
Mt Clemens Mi 2,10( 79¢ 1,79¢ — 12¢

95

(a
@

@
@

(b)

$ 75¢$ 4,247% 5,00¢ $ 901 May-04
80€ 3,23¢ 4,04 687 May-04
3,28¢ 11,27¢ 14,56( — Dec-07
55E 2,53( 3,08t 36¢ Oct-02
1,70: 3,36( 5,06: 592 Jur-01
1,03¢ 420¢ 5,24 40¢ Mar-04
2,83¢ 7,54¢ 10,38! 634 Nov-02
2,10( 6,64 8,74: 797 Ju-03
28¢ 3,03: 3,31 53C Fet-01

(8 2,221 3,73: 5,95¢ 547 Aug-99
(8) 52¢ 2,03¢ 2,561 421 Oct9¢
2,22¢ 4567 6,78¢ 337 Ju-05
1,35¢ 4,23¢ 5,59 45¢ Fet-04

(@ 67¢ 2,691 3,361 38¢ May-0C
1,72¢ 5,77¢ 7,501 722 Jur-03

(& 1,731 6,67¢ 8,40¢ 1,02¢ Jur-01

944 5281 6,231 33€ Ju-05
1,75¢ 2,85¢  4,60¢ 49¢ May-04
3,77( 11,48( 15,25( 1,16¢ Fet-04
2,80¢ 3,167 5,97¢ 621 Sey-0C

— 134 134 29 Fet-04

89¢ 6,51 7,40¢ 90¢ May-04
1,35( 4,44. 579 128 Dec-06
1,37 9,06¢ 10,44: 67 Aug-07
5,24¢ 7,34¢ 12,59 13C Apr-07
2,55¢ 9,52¢ 12,08 602 Ju-05

80C —  80C —

— 18,48: 18,48 1,15: Ju-05
1,73¢ 9,72¢ 11,46: 612 Ju-05
1,00 — 1,00( —

4,92( 9,231 14,15: 221 Jar-07
2,616 10,64« 13,26: 1,08t Fet-04
3,00( 5,78¢ 8,78¢ 6 Dec-07
4,59¢ 11,42: 16,01 37¢ Se}-06

861 4,83¢ 5,69t 30€ Ju-05

726 1,487 2,21¢ 10C Ju-05

79¢ 1,92¢ 2,72: 12¢ Ju-05




Extra Space Storage Inc
Schedule Il (Continued)
Real Estate and Accumulated Depreciation
(Dollars in thousands)
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Building and subsequen subsequen or

Land improvements Accumulated developmen
Property initial to to Land Building Building and
Name State Debt cost initial cost acquisition acquisition Adjustments Notes Adjustments Notes Land improvements Total depreciation completed
Florissant MO $ 3,53: $1,241 % 4,64¢9$ — 3 165 $ — $ — $1,241 $ 4,811% 6,052 $ 44 Aug-07
Forest Parl MO 1,15¢ 15€ 1,31: — 16C 17 (a) 151 (@ 17z 1,62¢ 1,797 33C Jur-0C
Grandview MO 1,10¢ 612 1,77( — 152 — — 612 1,92 2,53¢ 134 Jul-05
Halls Ferry MO 2,28 631 2,15¢ — 162 59 (a) 20t (@) 69C 2,52¢ 3,21¢ 482 Jur-0C
St Louis MO 3,96: 1,44¢ 4,16: — 11C — — 1,444 4,27: 5,71¢ 38 Aug-07
St Louis MO 2,81¢ 67€ 3,551 — 114 — — 67€ 3,665 4,341 33 Aug-07
Merrimack  NH 3,72 754 3,29¢ — 69 63 @) 27¢ (@) 817 3,647 4,46¢ 487 Apr-98
Nashue NH — — 75t — 58 — — — 81z 81z 53 Jul-05
Avenel NJ 8,08( 1,51¢ 8,031 — 43 — — 1,51¢ 8,08( 9,59¢ 60€ Jar-05
Bayville NJ 5,30C 1,19: 5,31 — 95 — — 1,19: 5,407 6,60( 43C Dec-04
Bellmawr NJ 4,13¢  3,60( — — — — — 3,60( —  3,60¢( —
Edison NJ 6,65¢ 2,51¢ 8,54 — 207 — — 2,51¢ 8,75¢ 11,27: 1,381 Dec-01
Egg Harbor  NJ 5,49: 1,72¢ 5,001 — 27C — — 1,72¢ 5271 6,99¢ 851 Dec-01
Ewing NJ 5,06( 1,552 — 11 4,76¢ — — 1,56: 4,765 6,32¢ 117 Mar-07
Glen Rock  NJ 4,051 1,10¢ 2,401 — 71 118 @) 24¢€ (@) 1,22z 2,718 3,94( 36€ Mar-01
Hackensacl NJ 9,50( 2,28: 11,23¢ — 37t — — 2,28 11,60¢ 13,89: 73t Jul-05
Hazlet NJ 10,56( 1,36z 10,26: — 22t — — 1,36 10,487 11,84¢ 1,63¢ Dec-01
Hoboken NJ 8,20¢ 2,687 6,092 — 69 — — 2,681 6,161 8,84¢ 87(C Jul-02
Howell NJ 3,032 2,44( 3,407 — 141 — — 2,44( 3,54¢ 5,98¢ 5717 Dec-01
Lawrenceville NJ 11,94¢ 3,40: 10,23( — 204 — — 3,40z 10,43¢ 13,83t 1,05¢ Fel-04
Linden NJ 6,70C 1,517 8,38¢ — 73 — — 1,517 8,457 9,97¢ 53¢ Jul-05
Lumberton  NJ 4,92¢ 831 4,06( — 4C — — 831 4,10C 4,931 34t Dec-04
Lyndhurst NJ 6,89¢ 2,67¢ 4,644 — 98 25C @) 437 (a) 2,92¢ 517¢ 8,10¢ 695 Mar-01
Metuchen NJ — 1,152 4,46 — 8C — — 1,15: 4,54z 5,69t 70C Dec-01
Morrisville NJ — 248 7,49¢ — 1,00¢ — — 2,481 8,50z 10,99( 841 Fel-04
Neptune NJ —  4,20¢ 8,90¢ — 94 — — 4,204 9,000 13,20« 252 Nov-0€
North Berger NJ 11,00 2,29¢ 12,72¢ — 96 — — 2,29¢ 12,82¢ 15,12¢ 80€ Jul-05
Old Bridge  NJ 5,71¢ 2,75¢ 6,45( — 32(C — — 2,75¢ 6,77C 9,52¢ 1,08¢ Dec-01
Parlin NJ 6,70C 2,517 4,51¢ — 265 — — 2,51 4,781 7,29¢ 347 Jul-05
Parlin NJ 4,20¢ — 5,27: — 74 — — — 5,347 5,347 1,03: May-04
Tom's River NJ 8,30C 1,79( 9,93t — 13¢ — — 1,79( 10,07: 11,86: 657 Jul-05
Union NJ — 1,75¢ 6,237 — 78 — — 1,75¢ 6,31t 8,06¢ 507 Dec-04
Woodbridge NJ 3,91( 50& 4,52¢ — 21z — — 50% 4,737 5,24: 78C Dec-01
Albuguerque NM 4,21¢ 1,29¢ 4,62¢ — 11& — — 1,29¢ 4,74 6,041 39 Aug-07
Lamont St. NV 1,01¢ 251 717 — 17¢ 27 @) 87 (@) 27¢ 98C 1,25¢ 18¢ Fel-0C
Las Vegas NV 3,90( 74€ 4,131 — 34¢ — — 74¢ 4,48( 5,22¢ 31C Jul-05
Bohemia NY 1,762 1,45¢ 1,39¢ — 7 — — 1,45¢ 1,408 2,861 2 Dec-07
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Property initial to Building and
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Fordham NY $ 9,817 $3,99¢ $ 11,87($ — 36€ — $3,99 $ 12,23¢ $16,23. $ 1,10¢ Aug-04
Mt Vernon NY 5,10C 1,58t 6,02¢ — 48¢ — 1,58t 6,51¢ 8,09¢ 414 Jul-05
Mt Vernon NY —  1,92¢ 7,622 — 40¢ — 1,92¢ 8,031 9,957 1,00z Nov-02
Nanuet NY 3,79z 2,07 4,64 60 10C — 2,132 4,74¢  6,87¢ 71¢ Felk-02
New Paltz  NY 5,000 2,05¢ 3,71¢ — 117 — 2,05¢ 3,83z 5,891 25¢ Jul-05
New York  NY 16,400 3,06( 16,97¢ — 401 — 3,06( 17,37¢ 20,43¢ 1,10¢ Jul-05
Plainview  NY — 4,287 3,71C — 272 — 4,287 3,982 8,26¢ 71€ Dec-0C
Columbus  OH 2,90( 482 2,65¢ — 32(C — 482 2,97¢ 3,457 213 Jul-05
Columbus OH 1,50( 374 2,05¢ — 55 — 374 2,112 2,48¢ 147 Jul-05
Columbus  OH 3,80( 601 3,33¢ — 7C — 601 3,40€ 4,007 22z Jul-05
Kent OH 1,50( 22C 1,20¢€ — 96 — 22C 1,30z 1,52 99 Jul-05
Aloha OR 6,200 1,221 6,262 — 62 — 1,221 6,32¢ 7,54t 41C Jul-05
King City OR —  2,52( — — — — 2,52( — 2,52 —
Banksville PA 2,03¢ 991 1,99( — 27¢ 91 1,082 2,46¢  3,55( 43¢ Aug-0C
Bensalem PA — 1,131 4,52¢ — 10z — 1,131 4,62¢ 5,75¢ 371 Dec-04
Bensalenr PA — 75C 3,01¢ — 67 — 75C 3,08z 3,83: 142 Mar-0€
Doylestown PA 3,791 22C 3,44z — 154 24 244 3,98( 4,22¢ 52¢ Nov-99
Kennedy PA 2,52¢ 73€ 3,17: — 67 — 73€ 3,24C  3,97¢ 601 May-04
Penn Ave PA 2,93¢ 88¢ 4,117 — 132 — 88¢ 4,25 5,13¢ 752 May-04
Philadelphic PA 9,000 1,47C 8,16: — 64C — 1,47C 8,80z 10,27: 55¢€ Jul-05
Philadelphic PA — 1,96¢ 5,92¢ — 76t — 1,96¢ 6,69C 8,65¢ 667 Fel-04
Johnstor RI 7,10C 2,65¢ 4,79¢ — 16€ — 2,65¢ 4,965 7,62: 33C Jul-05
Charlestor SC 3,791 1,27¢ 4,171 — 27 — 1,27¢ 4,19¢ 5,471 36¢ Aug-04
Columbia SC 3,182 83¢ 3,31z — 52 — 83¢ 3,36¢ 4,20z 291 Aug-04
Goose SC 4,18¢ 1,68:¢ 4,372 — 38 — 1,682 4,41C 6,09: 38C Aug-04
Creek
Summerville SC 3,591 45C 4,45¢ — 58 — 45C 4512 4,96 39z Aug-04
Cordova TN 2,70C 852 2,72( — 9C — 852 2,81C 3,66 194 Jul-05
Cordova TN 6,90C 1,351 7,47¢ — 12C — 1,351 7,59¢ 8,947 49¢ Jul-058
Cordova TN — 894 2,68( — 13 — 894 2,69 3,587 64 Jar-07
Memphis TN 2,10C 97¢€ 1,72¢ — 161 — 97¢€ 1,88¢ 2,86: 142 Jul-05
Memphis TN 3,10¢ 814 2,76€ — 66 — 814 2,832 3,64¢ 197 Jul-05
Nashvile TN 2,96( 39C 2,59¢ — 111 — 39C 2,70¢  3,09¢ 12C Apr-0€
Allen TX — 901 5,552 — 56 — 901 5,60¢ 6,51( 15¢ Nov-0€
Arlington  TX 2,02( 534 2,52¢ — 101 — 534 2,62¢ 3,16( 23t Aug-04
Austin TX 2,40C 1,10% 2,31z — iz — 1,10¢ 2,42€¢ 3,531 18¢ Jul-05
Austin X 3,94¢ 87C 4,45¢ — 51 — 87C 4,50€ 5,37¢ 39¢ Aug-04
Culebra TX 2,06¢ 1,26¢ 1,81¢ — 87 — 1,26¢ 1,90: 3,17 16€ Aug-04

97




Extra Space Storage Inc
Schedule 11l (Continued)
Real Estate and Accumulated Depreciation
(Dollars in thousands)

Gross carrying amount at
December 31, 2007

Land costs Building Date
costs acquired
Building and subsequen subsequen or
Land improvements Accumulated developmen

Property initial to to Land Building Building and
Name State Debt cost initial cost  acquisition acquisition Adjustments Notes Adjustments Notes Land improvements Total depreciation completed
Dallas TX $ 4,40($ 1,01($ 5541% =9 15¢$ — $ — $ 1,01($ 570€$  6,71€$ 36€ Jul-08
Dallas TX 11,70C  1,98( 12,50: — 10 — — 1,98( 12,60 14,58: 517 May-06
Dallas TX 2,08( 337 2,21¢ — 17¢ — — 337 2,38¢ 2,72 10¢ Apr-0€
Dallas TX 6,33 4,43 6,181 — 79 — — 4,43: 6,26( 10,69: 552 Aug-04
Fort. Worth  TX 3,88( 631 5,794 — 54 — — 631 5,84¢ 6,47¢ 51C Aug-04
Grand Prairie TX 2,20¢ 551 2,33( — 34 — — 551 2,36¢ 2,91t 207 Aug-04
Houston TX 3,40( 74¢ 4,12: — 132 — — 74¢ 4,25¢ 5,00: 287 Jul-05
Houston TX 4,93¢  2,59¢ 8,73t — 96 — — 2,59¢ 8,831 11,427 382 Apr-0€
Plano TX 3,30C 1,61: 2,871 — 72 — — 1,61z 2,94:% 4,55¢ 24C Jul-05
Plano TX — 1,01 6,207 — 5€ — — 1,01( 6,25¢ 7,26¢ 177 Nov-0€
Plano TX — 614 3,77¢ — 79 — — 614 3,85¢ 4,46¢ 11C Nov-0€
Rowlette TX — 1,002 2,601 — 58 — — 1,00z 2,65¢ 3,661 92 Aug-06
San Antonic  TX — 247 3,55¢ — — — — 2,471 3,55¢ 6,027 4 Dec-07
South
Houston X 2,70C 47¢ 4,06¢ — 181 — — 47¢ 4,25( 4,72¢ 184 Apr-0€
Westchast  TX 1,81z 252 1,49¢ — 34 — — 25¢ 1,53( 1,782 13€ Aug-04
Kearns uT 2,52( 642 2,607 — 10€ — — 642 2,71 3,357 25€ Jur-04
West Valley
City uT 2,00(¢ 461 1,722 — 43 — — 461 1,76¢ 2,22¢ 117 Jul-05
Wethersfielc UT 4,000 1,34¢ 4,37 — 82 — — 1,34¢ 4,45¢ 5,80: 28€ Jul-05
Alexandria VA 6,74¢  1,62( 13,10 — 56 — — 1,62( 13,15¢ 14,77¢ 17¢ Jur-07
Falls Churct VA 6,20C  1,25¢ 6,97¢ — 17¢ — — 1,25¢ 7,15¢ 8,41: 44¢ Jul-05
Fred Oaks Ri VA 5,10C 2,067 4,261 — 91 — — 2,067 4,352 6,41¢ 291 Jul-05
West Broac VA 572  2,30¢ 5,467 — 48 — — 2,30¢ 5,51¢ 7,821 47¢ Aug-04
Lakewood WA 4,60C 1,917 5,25¢ — 89 — — 1,917 5,34t 7,262 254 Fel-06
Lakewood WA 4597  1,38¢ 4,78( — 124 — — 1,38¢ 4,90¢ 6,297 234 Fel-06
Seattle WA 7,400 2,720 7,241 — 12C — — 2,721 7,361 10,08¢ 467 Jul-05
Tacoma WA — 1,031 3,10 — 63 — — 1,031 3,16¢ 4,197 152 Fel-06
Miscellaneou
other (122) 84¢ 2,20z — 1,57( — — 84¢ 3,77 4,621 1,13¢
Construction
in progress — — — — 49,94 — — — 49,94¢ 49,94¢ —
Intangible
tenant
relationships
and lease
rights — — 38,32¢ — — — — — 38,32! 38,32¢ 26,97¢

$950,18: $464,07:$  1,362,88'$ 71$ 137,28'$ 481 $ 8,33¢ $464,62:$  1,508,50:$1,973,12'$ 131,80!

I I S S S I I I S A
(@) Adjustments relate to the acquistion of joint veatpartners interests
(b) Adjustment relates to partial disposition of land
(c) Adjustment relates to complete disposition of land
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Extra Space Storage Inc
Schedule 11l (Continued)

Real Estate and Accumulated Depreciation
(Dollars in thousands)

Activity in real estate facilities durinyet years ended December 31, 2007, 2006 and 2@35adlows:

Operating facilities

2007

2006

2005

Balance at beginning of ye $ 1,475,67. $ 1,260,21. $ 723,27"
Acquisitions 400,90: 189,72¢ 521,51(
Improvements 17,67¢ 12,44¢ 3,971
Transfers from construction in progre 30,92¢ 14,09¢ 11,44¢
Dispositions and othe (2,999 (803) —
Balance at end of ye $ 1,923,18 $ 1,475,67. $ 1,260,21.
Accumulated depreciatiol
Balance at beginning of ye $ 93,61¢ $ 58,25. $ 28,33¢
Depreciation expens 38,18¢ 35,361 29,91
Dispositions and othe — —
Balance at end of ye $ 131,80 $ 93,61¢ $ 58,25:
Construction in progres
Balance at beginning of ye $ 35,33t $ 10,71¢ $ 1,96:
Current developer 45,76¢ 38,91t 22,00¢
Transfers to operating faciliti¢ (30,92¢) (14,09¢) (11,449
Dispositions and othe (229 (202 (1,800
Balance at end of ye $ 49,94t $ 35,33¢ $ 10,71¢
Net real estate asst $ 1,841,32. $ 1,417,39. $ 1,212,67!
I I I

The aggregate cost of real estate for fé@eral income tax purposes is $1,923,182
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Item 9. Changes in and Disagreements with Accotants on Accounting and Financial Disclosure
None

Item 9A. Controls and Procedures

(i) Disclosure Controls and Procedures

We maintain disclosure controls and procesltio ensure that information required to be dsadl in the reports we file pursuant to the
Securities Exchange Act of 1934, as amended (tkeH&hge Act"), are recorded, processed, summaazddeported within the time periods
specified in the rules and forms of the Securitied Exchange Commission, and that such informédiascumulated and communicated to our
management, including our Chief Executive Officed £hief Financial Officer, as appropriate, to alldmely decisions regarding required
disclosure based on the definition of "discloswstmls and procedures” in Rule 13a-15(e) of thehiarge Act. In designing and evaluating
the disclosure controls and procedures, manager@eognized that any controls and procedures, ntemadw well designed and operated,
only provide a reasonable assurance of achieviagléisired control objectives, and in reaching aaeable level of assurance, management
necessarily was required to apply its judgmentaluating the cost-benefit relationship of possitiatrols and procedures.

We have a disclosure committee that isaesible for considering the materiality of inforrimat and determining the disclosure obligati
of the Company on a timely basis. The disclosurarndtee meets quarterly and reports directly to@hief Executive Officer and Chief
Financial Officer.

We carried out an evaluation, under theestipion and with the participation of managemertluding our Chief Executive Officer and
Chief Financial Officer, of the effectiveness oé tthesign and operation of our disclosure contnatrocedures as of the end of the period
covered by this Annual Report. Based upon thatuatin, our Chief Executive Officer and Chief Finah Officer concluded that our
disclosure controls and procedures were effectivef ahe end of the period covered by this report.

(ii) Internal Control over Financial Reporting
(&) Management's Report on Internal Control overFinancial Reporting

Our management is responsible for estahlishnd maintaining adequate internal control diremcial reporting as defined in Rule 13a-
15(f) of the Exchange Act. Under the supervisiod aith the participation of our management, inchgdour Chief Executive Officer and Cr
Financial Officer, we conducted an evaluation &f éffectiveness of our internal control over finahoeporting based on the framework in
Internal Control—Integrated Framework issued byGoenmittee of Sponsoring Organizations of the TweadCommission. Based on our
evaluation, our management concluded that ourriaterontrol over financial reporting was effectae of December 31, 2007.

Because of its inherent limitations, introontrol over financial reporting may not preventletect misstatements. Projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadézjbecause of changes in conditions, or
the degree of compliance with the policies or pdates may deteriorate.
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(b) Attestation Report of the Registered Public Acounting Firm
Report of Independent Registered Public Accountindgrirm
To the Board of Directors and Stockholders of ExtraSpace Storage Inc.

We have audited Extra Space Storage Ihe."@ompany")'s internal control over financial sgng as of December 31, 2007, based on
criteria established in Internal Control—Integraksdmework issued by the Committee of Sponsoringp@irzations of the Treadway
Commission (the COSO criteria). The Company's mamagt is responsible for maintaining effective ing control over financial reporting,
and for its assessment of the effectiveness ofriatecontrol over financial reporting included iretaccompanying Management's Report on
Internal Control over Financial Reporting. Our resgibility is to express an opinion on the compsumyternal control over financial reporting
based on our audit.

We conducted our audit in accordance withstandards of the Public Company Accounting Qgkt8oard (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whetheatigifanternal control over financial
reporting was maintained in all material respe®tsr audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etéstiyg and evaluating the design and operatifeg®@feness of internal control based on the
assessed risk, and performing such other procedsre® considered necessary in the circumstancesdlieve that our audit provides a
reasonable basis for our opinion.

A company's internal control over finanaiborting is a process designed to provide redderassurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures that€ftpin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseofompany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awith generally accepted accounting
principles, and that receipts and expendituree®tbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabburance regarding prevention or timely deteafainauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, inedroontrol over financial reporting may not preventetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

In our opinion, the Company maintainedalimaterial respects, effective internal contreéofinancial reporting as of December 31,
2007, based on the COSO criteria.

We also have audited, in accordance wighstandards of the Public Company Accounting Ogbtdoard (United States), the
consolidated balance sheet as of December 31, 2007he related consolidated statement of opestiedeemable units and members' and
stockholders' equity, and cash flows for the yeateel December 31, 2007 of Extra Space Storagaatour report dated February 28, 2008
expressed an unqualified opinion thereon.

/sl Ernst & Young LLP

Salt Lake City, Utah
February 28, 2008
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(c) Changes in Internal Control over Financial Rporting

There was no change in our internal cordvelr financial reporting (as such term is defimexchange Act Rule 1345(f)) that occurre
during our most recent quarter that has materadflgcted, or is reasonably likely to materiallyeaff, our internal control over financial
reporting.

Item 9B. Other Information

On October 19, 2007, we entered into a $£00.0 million revolving line of credit (the "Crediine") that matures October 31, 2010. We
intend to use the proceeds of the Credit Line aragal corporate purposes. The Credit Line hastaneist rate of between 100 and 205 basis
points over LIBOR, depending on certain of our fio@l ratios. The Credit Line is collateralizedlnprtgages on certain real estate assets. As
of December 31, 2007, the Credit Line had approtetye$100.0 million of capacity based on the aseeltateralizing the Credit Line. No
amounts were outstanding on the Credit Line at Béez 31, 2007.

On December 31, 2007, we entered into agigiion agreement (the "Subscription Agreemeaitiy associated purchase agreements to
acquire Extra Space Development ("ESD"), a relptatly, and its related assets for aggregate camdide of approximately $46.7 million,
including approximately $21.5 million of cash ar2b® million of assumed debt and other liabilitids.part of this transaction, we purchased
(1) three wholly-owned properties located in Catifa, Connecticut, and Massachusetts, (2) a 70%eoship interest in a consolidated joint
venture that owns one property located in Califar(8) a 5% ownership interest in an unconsolidgted venture that owns five properties
located in California, and (4) a 10% ownershipiiestin an unconsolidated joint venture that owrgrmoperties located in Florida, lllinois,
Massachusetts, New York and Rhode Island. The emtignt members of our board of directors revieweHagpproved the acquisition of ES

As described in our previous filings wittetSecurities and Exchange Commission, we had reamay agreements to manage these self
storage properties for ESD in exchange for a 6%agament fee. For the year ended December 31, 8@0igceived $0.7 million from ESD
for property management services in 2007. ESD waeed by third-party individuals as well as by extaeiofficers and directors in the
following approximate percentages: Spencer KirlesiRtent and Director (33%), Kenneth M. Woolley, ©man and Chief Executive Officer
(33%), Richard S. Tanner, Senior Vice Presidentidiimment (7%), Kent Christensen, Executive VicesRtent and Chief Financial Officer
(3%), and Charles L. Allen, Executive Vice Prestdamd Chief Legal Officer (2%).

The foregoing description of the Creditéiand acquisition of ESD does not purport to bepdeta and is qualified in its entirety by
reference to the complete text of the Credit Lind &ubscription Agreement, which are filed as eithito this report and incorporated herein
by reference.
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PART Il
Item 10. Directors, Executive Officers and Corprmate Governance

As required by Section 303A.12(a) of thedErListed Company Manual, our Chief Executive @ffimade his annual certification to the
NYSE stating that he was not aware of any violabigrour Company of the corporate governance lisstagdards of the NYSE. In addition,
have filed, as exhibits to this Annual Report ommrd.0K, the certifications of our Chief Executive Officend Chief Financial Officer requir
under Section 302 of the Sarbanes-Oxley Act of 200# filed with the Securities and Exchange Cossinh regarding the quality of our
public disclosure.

Information required by this item is incorpted by reference to the information set fortterrthe captions "ltem 1—Election of
Directors," "Executive Officers," "Information abioiine Board of Directors and its Committees," aBdction 16(a) Beneficial Ownership
Reporting Compliance" in our definitive Proxy Staent to be filed with the Securities and Exchangen@®ission pursuant to Regulation 14A
within 120 days after December 31, 2007.

We have adopted a Code of Business CoragutEthics in compliance with rules of the Secesititnd Exchange Commission that applies
to all of our personnel, including our Board of &itors, Chief Executive Officer, Chief Financialfioér and principal accounting officer. The
Code of Business Conduct and Ethics is availalele &f charge on the "Investor Info—Corporate Goaece" section of our web site at
www.extraspace.com. We intend to satisfy any disale requirements under ltem 5.05 of Forik B2garding amendment to, or waiver fron
provision of this Code of Business Conduct anddsthly posting such information on our web sitéhataddress and location specified above.

The Board of Directors has adopted Corgo@&dvernance Guidelines and charters for our AQdihmittee and Compensation,
Nominating and Governance Committee, each of wisigtosted on our website at the address and locagiecified above. Investors m
obtain a free copy of the Code of Business CondndtEthics, the Corporate Governance Guidelinegtdommittee charters by contacting
the Investor Relations Department at 2795 Easto@atbod Parkway, Suite 400, Salt Lake City, UtahZ41Attn: James Overturf or by
telephoning (801) 562-5556.

ltem 11. Executive Compensation

Information with respect to executive comgegtion is incorporated by reference to the infaiomeset forth under the caption "Executive
Compensation” in our definitive Proxy Statemeribédfiled with the Securities and Exchange Commispiarsuant to Regulation 14A within
120 days after December 31, 2007.

Item 12. Security Ownership of Certain BeneficibOwners and Management and Related Stockholder Mégrs

Information with respect to security owrfepsof certain beneficial owners and managementrataded stockholder matters is incorpor:
by reference to the information set forth underdaptions "Voting—Principal Stockholders," "Secyi@wnership of Directors and Officers"
and "Equity Compensation Plan Information” in ogfiditive Proxy Statement to be filed with the Seties and Exchange Commission
pursuant to Regulation 14A within 120 days aftec®eaber 31, 2007.

Item 13. Certain Relationships and Related Trarections, and Director Independence

Information with respect to certain relasbips and related transactions is incorporateefgyence to the information set forth under the
captions "Information about the Board of Directarsl its Committees" and "Certain Relationships Rathted Transactions" in our Proxy
Statement to
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be filed with the Securities and Exchange Commispiarsuant to Regulation 14A within 120 days allecember 31, 2007.
Item 14. Principal Accountant Fees and Services

Information with respect to principal acotant fees and services is incorporated by referémthe information set forth under the cap
“ltem 2. Ratification of Appointment of Independé&egistered Public Accounting Firm" in our Proxytetment to be filed with the Securities
and Exchange Commission pursuant to RegulationWidiin 120 days after December 31, 2007.
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PART IV
Iltem 15. Exhibits and Financial Statement Schedes
(a) Documents filed as part of this repc

(1) and (2). All Financial Statements atinbBRcial Statement Schedules filed as part ofAlmisual Report on 10-K are included in
Item 8—"Financial Statements and Supplementary 'Datthis Annual Report on 10-K and reference isiméhereto.

(3) The following documents are filed ocanporated by references as exhibits to this report

Exhibit
Number Description

2.1 Purchase and Sale Agreement, dated May 5, 2006dwrmong Security Capital Self Store
Incorporated, as seller and Extra Space Storage PRISA Self Storage LLC, PRISA Il Self
Storage LLC, PRISA Il Self Storage LLC, VRS Setbfage LLC, WCOT Self Storage LLC and
Extra Space Storage LP, as purchaser parties améPiidential Insurance Company of America
(incorporated by reference from Exhibit 2.1 of F#-K filed on May 11, 2005)

3.1 Amended and Restated Articles of Incorporation xtf& Space Storage Inc.(

3.2 Articles of Amendment dated September 28, 2007o¢merated by reference from Exhibit 3.1 of
Form &K filed on October 3, 2007

3.2 Bylaws of Extra Space Storage Inc.

3.4 Second Amended and Restated Agreement of Limiteth&rahip of Extra Space Storage LP
(incorporated by reference from Exhibit 10.1 of iAdi-K filed on June 26, 2007

3.E  Declaration of Trust of ESS Holdings Business Tt}
3.€ Declaration of Trust of ESS Holdings Business Ttuét)

4.1 Junior Subordinated Indenture dated as of July2Q@5, between Extra Space Storage LP and
JPMorgan Chase Bank, National Association, asdeughcorporated by reference from
Exhibit 4.1 of Form -K filed on August 2, 2005

4.2 Amended and Restated Trust Agreement, dated agyo23d, 2005, among Extra Space
Storage LP, as depositor and JPMorgan Chase Batigrmdl Association, as property trustee,
Chase Bank USA, National Association, as Delawaurgtée, the Administrative Trustees named
therein and the holders of undivided beneficiatiast in the assets of ESS Statutory Trust IlI
(incorporated by reference from Exhibit 4.2 of F#8-K filed on August 2, 2005

4.2 Form of Junior Subordinated Note—included in Ext¥bi hereto (incorporated by reference from
Exhibit 4.2 of Form -K filed on August 2, 2005

4.4  Form of Trust Preferred Security Certificate—inaddn Exhibit 4.2 hereto (incorporated by
reference from Exhibit 4.2 of Forn-K filed on August 2, 2005

4.5 Indenture, dated March 27, 2007 among Extra Sptmrage LP, Extra Space Storage Inc. and
Wells Fargo Bank, N.A., as trustee, including tberf of 3.625% Exchangeable Senior Notes due
2027 and form of guarantee (incorporated by refegdrom Exhibit 4.1 of Form 8-K filed on
March 28, 2007)

10.1 Registration Rights Agreement, by and among Exprac8 Storage Inc. and the parties listed on
Schedule | thereto.(:

10.z License between Centershift Inc. and Extra Spaceage¢ LP.(1
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10.2  Loan Agreement, dated as of March 8, 2004, bymteieen General Electric Capital Corporation
and Extra Space Properties Eight LLC.
10.2 Loan Agreement, dated as of March 8, 2004, by a&teiden General Electric Capital Corporation
and Extra Space Properties Three LLC
10.8  Loan Agreement, dated as of March 8, 2004, by a&teden General Electric Capital Corporation
and Extra Space of New Jersey, L.L.C
10.€ Loan Agreement, dated as of May 4, 2004, by andidxt Extra Space of Northborough LLC,
Extra Space of Whittier LLC, Extra Space of Stocktd.C, Extra Space of Weymouth LLC, and
Extra Space of Lynn LLC, and Bank of America, NJj.
10.7 Loan Agreement, dated as of May 4, 2004, by anddet Extra Space Properties Ten LLC and
Bank of America, N.A.(1
10.¢ Loan Agreement, dated as of May 4, 2004, by andédet Extra Space of Raynham LLC, Extra
Space of Doylestown LLC, Extra Space of Glen RocK | Extra Space of Fontana One LLC, and
Extra Space of Merrimack LLC, and Bank of AmeriaA.(1)
10.¢ 2004 Lon¢-Term Compensation Incentive Plan.
10.1C  Extra Space Storage Performance Bonus Pla
10.11 Employment Agreement, dated July 27, 2004, by atdiden Extra Space Storage Inc. and
Kenneth M. Woolley.(1
10.1: Employment Agreement, dated July 27, 2004, by atdiéen Extra Space Storage Inc. and Kent
W. Christensen.(1
10.1: Employment Agreement, dated July 27, 2004, by atdiden Extra Space Storage Inc. and
Charles L. Allen.(1
10.1¢ Form of 2004 Long Term Incentive Compensation Ration Award Agreement for Employees
with employment agreements. (Incorporated by refeedrom Exhibit 10.14 of Form 10-K filed
on March 15, 2005
10.1¢  Form of 2004 Long Term Incentive Compensation Ration Award Agreement for employees
without employment agreements. (Incorporated bgresfce from Exhibit 10.15 of Form 10-K
filed on March 15, 2005
10.1¢ Form of 2004 Non-Employee Directors Share Plan @pfiward Agreement for Directors.
(Incorporated by reference from Exhibit 10.16 offAdL(-K filed on March 15, 2005
10.17 Joint Venture Agreement, dated June 1, 2004, bybehdeen Extra Space Storage LLC and
Prudential Financial, Inc.(:
10.1¢  Purchase Agreement, by and between Extra Spacaggtbt C and Fidelity Management Trust
Company.(1
10.1¢ Membership Interest Purchase Agreement, dated 2pyir004, by and between Extra Space
Storage LLC and Strategic Performance F-II, Inc.(1)
10.2( Promissory Note dated April 28, 2004 from Extra &p&torage payable to Strategic Performance
Func-Il, Inc.(1)
10.21 Purchase and Sale Agreement, by and between ExaceSStorage LLC and Extra Space West
One LLC.(1)
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10.22 Extra Space Storage Ndmployee Director Plan (incorporated by referemoenfExhibit 10.22 ¢
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10.2:

10.2¢

10.2¢

10.2¢

10.23

10.2¢

10.2¢

10.3(

10.31

10.3-

10.3¢

10.3¢

10.3¢

Purchase Agreement, dated June 20, 2005, amdrg &pxace Storage Inc. and the investors
named therein (incorporated by reference from Ekhib1 of Form -K filed on June 24, 2005

Registration Rights Agreement, dated June 20, 28@%ng Extra Space Storage Inc. and the
investors named therein (incorporated by referéra Exhibit 10.1 of Form 8-K filed on
June 24, 2005

Purchase Agreement, dated as of July 27, 2005, guigtna Space Storage LP, ESS Statutory
Trust Il and the Purchaser named therein (incasal by reference from Exhibit 10.1 of Form 8-
K filed on August 2, 2005

Purchase Agreement, dated as of July 27, 2005, guigtna Space Storage LP, ESS Statutory
Trust Il and the Purchaser named therein (incasal by reference from Exhibit 10.1 of Form 8-
K filed on August 2, 2005

Purchase and Sale Agreement, dated as of Decem@®® between Extra Space Storage LLC
(Purchaser) and various limited partnerships afélil with AAAAA Rent-A-Space (collectively,
Sellers) (incorporated by reference from Exhibit2l0of Form 1-K filed on February 28, 2007

Employment Agreement, dated July 26, 2006, by atdiden Extra Space Storage Inc. and Karl
Haas (incorporated by reference from Exhibit 1@2Borm 1(-K/A filed on March 22, 2007,

Registration Rights Agreement, dated March 27, 2@@Yong Extra Space Storage LP, Extra
Space Storage Inc., Citigroup Global Markets Imd Elerrill Lynch, Pierce, Fenner & Smith
Incorporated (incorporated by reference from Extibil of Form -K filed on March 28, 2007’

Contribution Agreement, dated June 15, 2007, anfitiga Space Storage LP and various limited
partnerships affiliated with AAAAA Rent-A-Space ¢iorporated by reference to Exhibit 10.1 of
Form &K filed on June 18, 2007

Promissory Note, dated June 25, 2007, among EpaassStorage LP, H. James Knuppe and
Barbara Knuppe (incorporated by reference to Exiidi2 of Form -K filed on June 26, 2007

Pledge Agreement, dated June 25, 2007, among Eptiee Storage LP, H. James Knuppe and
Barbara Knuppe (incorporated by reference to Exiidi3 of Form -K filed on June 26, 2007

Form of Registration Rights Agreement among Exfrace Storage LP, H. James Knuppe and
Barbara Knuppe (incorporated by reference to Exiidi4 of Form -K filed on June 26, 2007

First Amendment to Contribution Agreement and toegnent Regarding Transfer of Series A
Units, dated September 28, 2007, among Extra Sptcage LP, various limited partnerships
affiliated with AAAAA Rent-A-Space, H. James Knupgacorporated by reference to

Exhibit 10.1 of Form -K filed on October 3, 2007

2004 Long Term Incentive Compensation Plan Restti®tock Award Agreement (incorporated
by reference from Exhibit 10.2 of Form-Q filed on November 7, 2007
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10.3¢

10.3i

10.3¢

10.3¢

14.C

First Amendment to Extra Space Storage Inc. 200#gLerm Incentive Plan (incorporated by
reference from Exhibit 10.3 of Form-Q filed on November 7, 2007

First Amendment to Extra Space Storage Inc. 2004-Eimployee Directors' Share Plan
(incorporated by reference from Exhibit 10.4 of iAdk(-Q filed on November 7, 2007

Loan Agreement between ESP Seven Subsidiary LLBba®wer and General Electric Capital
Corporation as Lender, dated October 16, 20C

Subscription Agreement, dated December 31, 200@ngrizxtra Space Storage LLC and Extra
Space Development, LLC(.

Code of Business Conduct and Ethics (incorporayeetference from our Annual Report on
Form 1(-K filed on March 15, 2005



21.1 Subsidiaries of the Company(
23.1 Consent of Ernst & Young LL

31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarbanes-Oxley Act of
2002.

31.2 Certification of Chief Financial Officer pursuamt $ection 302 of the Sarba-Oxley Act of 2002

32 Certifications of the Chief Executive Officer andli€f Financial Officer pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9@&dbarban-Oxley Act of 2002

(1) Incorporated by reference from our Registrationiedteent on Form S-11 (File No. 333-115436 dated Atuda, 2004).

2) Filed herewith.
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SIGNATURES

Pursuant to the requirements of SectionrlB5(d) of the Securities Exchange Act of 1934, réegistrant has duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

Date: February 29, 2008 EXTRA SPACE STORAGE INC

By: /s/ KENNETH M. WOOLLEY

Kenneth M. Woolley
Chairman and Chief Executive Offic

Pursuant to the requirements of the Seeariixchange Act of 1934, this report has beenesidgrelow by the following persons on behalf
of the registrant and in the capacities and orddtes indicated.

Date: February 29, 2008 By: /s/ KENNETH M. WOOLLEY

Kenneth M. Woolley
Chairman and Chief Executive Officer
(Principal Executive Officer

Date: February 29, 2008 By: /sl KENT W. CHRISTENSEN

Kent W. Christensen
Executive Vice President and Chief Financial Offi
(Principal Financial Officer)

Date: February 29, 2008 By: /sl P.SCOTT STUBBS

P. Scott Stubbs
Senior Vice President Finance and Accounting
(Principal Accounting Officer

Date: February 29, 2008 By: /s/ SPENCER F. KIRK

Spencer F. Kirk
President and Directo

Date: February 29, 2008 By: /sl JOSEPH D. MARGOLIS

Joseph D. Margolis
Director

Date: February 29, 2008 By: /sl ROGER B. PORTER

Roger B. Porter
Director

Date: February 29, 2008 By: /sl K. FRED SKOUSEN

K. Fred Skousen
Director
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Exhibit 10.38

LOAN AGREEMENT

between

ESP SEVEN SUBSIDIARY LLC
as Borrower

and

GENERAL ELECTRIC CAPITAL CORPORATION
as Lender

October 16, 2007
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LOAN AGREEMENT

This Loan Agreement (thisAgreement”) is entered into as of October 16, 2007 betw8&NERAL ELECTRIC CAPITAL
CORPORATION , a Delaware corporation lender "), andESP SEVEN SUBSIDIARY LLC , a Delaware limited liability company (“
Borrower ).

ARTICLE 1

CERTAIN DEFINITIONS

Section 1.1 Certain Definitions . As used herein, the following terms have the rmegnindicated:

“ Additional Project " has the meaning assigned in Section 2.9.

“ Affiliate " means, as to any Person, (a) any corporatiorhiclwsuch Person or any partner, shareholder,tdireafficer,
member, or manager of such Person, at any levekti or indirectly owns or controls more than parcent (10%) of the beneficial interest,
(b) any partnership, joint venture or limited liglyi company in which such Person or any partniearsholder, director, officer, member, or
manager of such Person, at any level, is a paijriat,venturer or member, (c) any trust in whicltls Person or any partner, shareholder,
director, officer, member or manager of such Perabany level, or any individual related by birdttloption or marriage to such Person, is a
trustee or beneficiary, (d) any entity of any tygich is directly or indirectly owned or controllég (or is under common control with) such
Person or any partner, shareholder, director, effimember or manager of such Person, at any i@)edny partner, shareholder, director,
officer, member, manager or employee of such Pemoff) any individual related by birth, adoptionmarriage to any partner, shareholder,
director, officer, member, manager, or employesuah Person. Each Borrower Party shall be deemied &m Affiliate of Borrower.

“ Agreement” means this Loan Agreement.

“ Anti-Money Laundering Laws” means those laws, regulations and sanctiong atad federal, criminal and civil, that (a) limit
the use of and/or seek the forfeiture of proceenn fllegal transactions; (b) limit commercial teattions with designated countries or
individuals believed to be terrorists, narcoticaldes or otherwise engaged in activities contrarthe interests of the United States; (c) require
identification and documentation of the partieshwithom a Financial Institution conducts businesgdpare designed to disrupt the flow of
funds to terrorist organizations. Such laws, retijuts and sanctions shall be deemed to includ®#teot Act, the Bank Secrecy Act, the
Trading with the Enemy Act, 50 U.S.C. App. Sectioaetseq., the International Emergency Economic Powers B@tl).S.C. Section 1701 et
seq., and the sanction regulations promulgated putsin@neto by the OFAC, as well as laws relatingrevention and detection of money
laundering in 18 U.S.C. Sections 1956 and 1957.




“ Applicable Margin " means, for each calendar quarter, the applicatnleunt for such quarter, as determined in accoedwaiitt
Section 2.2(1).

“ Assignment of Rents and Leasédsmeans each Assignment of Rents and Leases, etbytBorrower or a Subsidiary for the
benefit of Lender, and pertaining to leases of spa@ Project.

“ Average Daily Balance’ means, for any calendar quarter, the mean avetaiye closing balance of the Loan during such
calendar quarter.

“ Bank Secrecy Act’ means the Bank Secrecy Act, 31 U.S.C. Sectiond B3seq.

“ Borrower Party " means any Joinder Party, each Subsidiary, ExtraeSpaPennsylvania LLC, a Utah limited liabilityropany
Extra Space Management, Inc., a Utah corporati®®, & and Extra Space of Pennsylvania Two LLC,ahnWUited liability company, and
any general partner or managing member in Borroateany level.

“ Borrowing Base” means, as of any date of determination, an ameqguél to the leastf (a) the Maximum Commitment,
(b) eighty-five percent (85%) of the sum of the Matlon Amounts of all Projects then serving as &selal and (c) the principal amount that
would result in a Debt Service Coverage of 1.1R1ovided, however, the Valuation Amount and Umnd#ten NOI of the “1195 Lanham,
MD” Project shall be excluded from Borrowing Basgotilations until such time as Lender has receaxédence reasonably acceptable to
Lender that (i) the Mortgage covering such Proljext been recorded in the appropriate real propectyrds and (i) all state and county taxes
for such Mortgage have been paid in full; providedher, that if the preceding clauses (i) andi{@ye not been satisfied on or before the date
which is ninety (90) days after the Closing Dale, Yaluation Amount and Underwritten NOI of the 9561l anham, MD” Project shall be
permanently excluded from Borrowing Base calculaiand the Mortgage executed by Extra Space ofdraritL C shall be retuned to
Borrower.

“ Business Day means a day other than a Saturday, a Sundaylegiadholiday on which national banks locatedha State of
New York are not open for general banking busin

“ Closing Date” means the date of the “gap” closing (i.e., uploa Title Company’s irrevocable written commitmemidsue to
Lender the Title Insurance Policies and Lenderisrawledgment of the satisfaction of the other ctods set forth in Part A of Schedule 2.1

“ Collateral " means the Projects and all other “Mortgaged Prtypalescribed in the Mortgages, and any other propbetyat an
time secures the Loan or any portion thereof.

“ Contract Rate ” has the meaning assigned in Article 2.
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“ Contribution Agreement ” means that certain Contribution and Indemnity dgment of even date herewith executed by
Borrower and the Subsidiaries in favor of each iothe

“ Debt” means, for any Person, without duplication: (&)relebtedness of such Person for borrowed mofogygmounts drawn
under a letter of credit, or for the deferred pas#hprice of property for which such Person or@frits assets is liable, (b) all unfunded
amounts under a loan agreement, letter of creddtteer credit facility for which such Person oyani its assets would be liable or subject, if
such amounts were advanced under the credit faditif all amounts required to be paid by such étees a guaranteed payment to partners or
a preferred or special dividend, including any metody redemption of shares or interests, but nduding any REIT Distributions, (d) all
indebtedness guaranteed by such Person, diredthgioectly, (e) all obligations under leases tbastitute capital leases for which such Pe
or any of its assets is liable or subject, an@l{fpbligations of such Person under interest sataps, caps, floors, collars and other interest
hedge agreements, in each case whether such Reraoy of its assets is liable or subject, contitityeor otherwise, as obligor, guarantor or
otherwise, or in respect of which obligations s&ehson otherwise assures a creditor against loss.

“ Debt Service” means the aggregate interest, fixed principadl, aimer payments due under the Loan (and undeotey
permitted Debt relating to the Projects expresplyraved by Lender), but not including Excess, far period of time for which calculated
(unless otherwise noted). The foregoing calculasioall exclude payments applied to escrows or veserequired by Lender.

“ Debt Service Coveragé means, as of any date, the ratio of annualizedddnritten NOI for the immediately preceding twelve
(12) calendar months to annualized Debt Service.

“ Default Rate” means the lesser of (a) the maximum per annuenafinterest allowed by applicable law, and (k8 @ontract
Rate plus five percent (5%) per annum.

“ Environmental Laws " means any federal, state or local law (whethgrdsed by statute, ordinance, rule, regulation,
administrative or judicial order, or common lawdwnor hereafter enacted, governing health, safietlystrial hygiene, the environment or
natural resources, or Hazardous Materials, inclyidivithout limitation, such laws governing or regfimhg (a) the use, generation, storage,
removal, recovery, treatment, handling, transpbsposal, control, release, discharge of, or exoiy Hazardous Materials, (b) the transfe
property upon a negative declaration or other aggrof a governmental authority of the environméntandition of such property, or
(c) requiring notification or disclosure of releas# Hazardous Materials or other environmentabdwns whether or not in connection with a
transfer of title to or interest in property.

“ ESP 7" means Extra Space Properties Seven LP, a Utatetirpartnership.

“ Event of Default” has the meaning assigned in Article 10.

“ Excess’ has the meaning assigned in Section 2.7.




“ Financial Institution ” means a United States Financial Institution dmed in 31 U.S.C. Section 5312, as periodically
amended.

Foster-Miller " means Foster-Miller, Inc., a Massachusetts lichitability company.

“ Foster-Miller Lease " means that certain Lease dated April 14, 1998maended, by and between Extra Space of Waltham LLC
as successor in interest to J. Gershon Bloch atedt PeGodecke, as Trustees of Waltham Storage DEprst, as landlord, and Foster-Miller,
as tenant, covering a portion of the Project knewri1206 Waltham, MA”.

“ Guaranty " means that certain Guaranty of even date hereswigtuted by Extra Space of Lanham LLC, a Marylanded
liability company, for the benefit of Lender.

“ Hazardous Materials” means (a) petroleum or chemical products, whethéquid, solid, or gaseous form, or any fractimn
by-product thereof, (b) asbestos or asbestos-gontpmaterials, (c) polychlorinated biphenyls (P¢l§d) radon gas, (e) underground storage
tanks, (f) any explosive or radioactive substan(gslead or lead-based paint, or (h) any othestauire, material, waste or mixture which is or
shall be listed, defined, or otherwise determinga@iy governmental authority to be hazardous, taangerous or otherwise regulated,
controlled or giving rise to liability under any ronmental Laws.

“ Interest Holder ” has the meaning assigned in Section 8.1.

“ Joinder Party " means the Persons, if any, executing the Joihdesto, including Extra Space Storage LLC, a Detevianited
liability company, and ESP 7.

“ Libor Rate " shall mean the British Bankers Association LIBGRte (rounded upward to the nearest one sixtedrtheo
percent) listed on Reuters Screen LIBOR01 Pag¥f8r Dollar deposits with a designated maturitpioé (1) month determined as of
11:00 a.m. London Time on the second (2nd) fulldloflar Business Day next preceding the first dagawh month with respect to which
interest is payable under the Loan (unless sudhidatot a Business Day in which event the nexteeding Eurodollar Business Day which is
also a Business Day will be used). If Reuters hligshes more than one (1) such Libor Rate, thesmeeof such rates shall apply, or (ii) ceases
to publish the Libor Rate, then the Libor Rate sbaldetermined from such substitute financial répg service as Lender in its discretion s
determine. The termEurodollar Business Day”, shall mean any day on which banks in the City afidan are generally open for interban
foreign exchange transactions.

“ Lien " means, as to any Project, any interest, or cthieneof, in the Collateral securing an obligatieved to, or a claim by, any
Person other than the owner of the Collateral, idresuch interest is based on common law, statuterdgract, including the lien or security
interest arising from a deed of trust, mortgagsigasnent, encumbrance, pledge, security agreermemditional sale or trust receipt or a lease,
consignment or bailment for security purposes. fEne “Lien” shall include reservations, exceptions, encroacksneasements, rights of wi
covenants, conditions, restrictions, leases anelrditte exceptions and encumbrances affectingibiéateral.
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“ Loan " means the revolving line of credit to be madelleynder to Borrower under this Agreement and aleodimounts secured
by the Loan Documents.

“ Loan Documents” means: (a) this Agreement, (b) the Note, (c)Mw@tgages, (d) the Assignments of Rents and Leases,
(e) UCC financing statements, (f) the Pledge Agremtim(g) the Guaranty, (h) such assignments of gemant agreements, contracts and other
rights as may be required by Lender, (i) any latferredit provided to Lender in connection witle thoan, (j) all other documents evidencing,
securing, governing or otherwise pertaining tolthan, and (k) all amendments, modifications, rerdewsubstitutions and replacements of any
of the foregoing.

“ Loan Year " means the period between the Closing Date andli2ct31, 2008 for the first Loan Year and the mkehbetween
each succeeding November 1 and October 31 untNittearity Date.

“ Lockout Period " has the meaning assigned in Section 2.3(4).

“ LTV Ratio ” shall mean, as of the date of determination, ttie,rexpressed as a percentage, of (a) the Maxi@ammitment t
(b) the aggregate value of the Projects as of datd, as determined by Lender in accordance vetthé@n-current underwriting policies and
procedures for properties similar to the Projects.

“ Maturity Rate " means the earlier of (a) October 31, 2010, ab siade may possibly be extended as provided in@e2t3(3),
or (b) any earlier date on which the entire Loareuired to be paid in full, by acceleration dnestvise, under this Agreement or any of the
other Loan Documents.

“ Maximum Commitment ” means $100,000,000.00, subject to reduction agighed in this Agreement.

“ Mortgage " means each Mortgage, Security Agreement and FféxEiling and each Deed of Trust, Security Agreenaeial
Fixture Filing, executed by Borrower or a Subsidier favor of Lender, covering a Project.

“ Net Cash Flow” means, for any period, the amount by which OpegaRevenues excedlde sum of (a) Operating Expenses,
(b) Debt Service paid during such period, (c) cdmkpenditures, tenant improvement costs andigasimmissions, each approved by Lender
and paid by Borrower during such period, and (d) actual payment into impounds, escrows, or reserequired by Lender, except to the
extent that any such payment is already includedimthe definition of Operating Expenses. In aiddit Net Cash Flow shall be increased by
any proceeds withdrawn from reserves and impoumaded out of Operating Revenues to the extent gtmdeeds are not applied to Opera
Expenses.

“ New Jersey Projects means, collectively, the “1054 Metuchen, NJ” Riajand the “1331 Union, NJ Project”.
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“ New Jersey Subsidiarie$ means, collectively, Extra Space of Metuchen LL®leav Jersey limited liability company, and E:
Space of Union LLC, a New Jersey limited liabiltgmpany.

“ Non-Borrower Subsidiaries” means, collectively, the Subsidiaries in whichri®aver does not have a direct or indirect
ownership interest.

“ Non-New Jersey Projects means, collectively, the Projects other thanNesv Jersey Projects.

“ Non-New Jersey Subsidiarie$ means, collectively, the Subsidiaries other tHamNew Jersey Subsidiaries.

“ Note " means the Promissory Note of even date, in thedtprincipal amount of $100,000,000.00, exechteBorrower, and
payable to the order of Lender in evidence of tharL

“ OFAC " means the Office of Foreign Assets Control, Dépant of the Treasury.

“ Operating Expenses means, for any period, all reasonable and necgesg@enses of operating the Projects in the orgina
course of business which are paid in cash by Baraw the Subsidiaries during such period and whiehdirectly associated with and fairly
allocable to the Projects for the applicable perindluding ad valorem real estate taxes and asgs¥s, insurance premiums, regularly
scheduled tax impounds paid to Lender, maintenaoses, management fees and costs, wages, saf@issnnel expenses, accounting, legal
and other professional fees, fees and other expanserred by Lender and reimbursed by Borrowereuitide Loan Documents and deposits to
any capital replacement, leasing or other resereggired by Lender. Operating Expenses shall excldebt Service, capital expenditures,
tenant improvement costs, leasing commissionspéttye foregoing operating expenses which are fsaid deposits to cash reserves and such
deposits were previously included as Operating Bgps, any payment or expense for which Borroweronasto be reimbursed from proce
of the Loan or insurance or by any third party, angl non-cash charges such as depreciation andization. Any management fee or other
expense payable to Borrower or to an Affiliate ar®wer shall be included as an Operating Expengewith Lender’s prior approval.
Operating Expenses shall not include federal, statecal income taxes.

“ Operating Revenues means, for any period, all cash receipts of thbs&iaries or Borrower during such period from rapien
of the Projects or otherwise arising in respedhefProjects after the date hereof which are pippdiocable to the Projects for the applicable
period, including receipts from leases and parkiggeements, concession fees and charges, othezliaisous operating revenues and
proceeds from rental or business interruption iasoe, but excluding security deposits and earneaesndeposits until they are forfeited by
depositor, advance rentals until they are earnadipeoceeds from a sale or other disposition.

“ Patriot Act " means the USA PATRIOT Act of 2001, Pub. L. No71%6.
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“ Person” means any individual, corporation, partnershing venture, association, joint stock companystirtrustee, estate,
limited liability company, unincorporated organipat, real estate investment trust, government graaency or political subdivision thereof,
any other form of entity.

“ Pledge Agreement means each Pledge and Security Agreement exebytBadrrower or ESP 7 in favor of the Lender.

“ Potential Default” means the occurrence of any event or conditiorckyhwith the giving of notice, the passage of timeboth,
would constitute an Event of Default.

“ Projects” means, collectively, (a) the properties descrime8chedule 1.1(B)as such schedule may from time to time be
supplemented or updated in accordance with thestbisreof) and each Additional Project added tadCtbkateral in accordance with
Section 2.9, and (b) as to each property desciibethuse (a) above, all other “Mortgaged Propedgscribed in the Mortgage encumbering
such property.

“ REIT Distributions " means distributions made or reasonably requiodaetmade by Borrower so that it contributes its
proportionate share of any distributions made bedaled to be made by any Joinder Party to itsigiyitaded parent companies for the
purpose of funding distributions to REIT sharehotdend REIT OP unit holders which are reasonalgjyired to be made either (i) for the
REIT to maintain its tax status as a Real Estatedtment Trust, or (ii) to comply with resolutioadopted by the Board of Directors of the
publicly traded REIT.

“ Restoration Threshold” means, as of any date, the lessifa) two and one-half percent (2.5%) of the reptaent value of the
improvements at the damaged Project as of such alade(b) $500,000.

“ Single Purpose Entity” shall mean a Person (other than an individugip@ernment, or any agency or political subdivision
thereof), which (a) exists solely for the purpo§é)oas to each Subsidiary, owning its Project &) as to Borrower, owning the Subsidiaries
and its Projects, (b) conducts business only iovwte name, (c) does not engage in any businesaver ény assets (i) as to each Subsidiary,
unrelated to the Project owned thereby, and (itpa&Borrower, other than its ownership of the Sdiasies and assets related to its Projects,
(d) does not have any indebtedness other thanrastfesl by this Agreement, (e) has its own sepavateks, records, and accounts (with no
commingling of assets), (f) holds itself out asnge® Person separate and apart from any otherrRégdmbserves corporate and partnership
formalities independent of any other entity, anddtinerwise constitutes a single purpose, bankyugimote entity as determined by Lender.

“ Site Assessment means an environmental engineering report fohdamject prepared by an engineer engaged by Lextder
Borrower's expense, and in a manner satisfactory to Lebdsgd upon an investigation relating to and makjpgropriate inquiries concerni
the existence of Hazardous Materials on or abath Suoject, and the past or present dischargegshidprelease or escape of any such
substances, all consistent with ASTM Standard E74@2 (or any successor thereto published by ASTi)@ther good customary and
commercial




practice; provided, however, the term Site Assessisigall include the reports listed in Scheduld@)1 Borrower represents and warrants to
Lender that true, correct and complete copiesladfeahs in_ Schedule 1.1 (Were delivered to Lender prior to the Closing Date.

“ Specially Designated National and Blocked Persorisneans those Persons that have been designaxdebytive order or by
the sanction regulations of OFAC as Persons witbrwh).S. Persons may not transact business or imistheir interactions to types
approved by OFAC.

“ Standard Adjustments” means the following assumptions to be made vétipect to each Project when calculating
Underwritten NOI: (a) an occupancy rate equal elésser of market occupancy or the Project’s &citupancy rate (but in no event more
than a ninety percent (90%) occupancy rate); (pitabreserves of $0.15 per gross square foot;(end management fee equal to the greater of
the Project’s actual management fee or six per@) of Operating Revenues. As used above, “margetpancy” means, as to each Project,
the average occupancy rate of self-storage projeatsare similar in size and quality to such Rebgnd that are located in such Project’s
geographic market or sub-market area, all as datedrby Lender.

“ Subsidiary " means each of the entities identified as subs&lan Schedule 4.1

“ Title Insurance Policies” means, collectively, the ALTA (or equivalent) nigagee policies of title insurance in the maximum
amount of the Loan, with reinsurance and endors&renLender may require, containing no exceptionitle (printed or otherwise) which &
unacceptable to Lender, and insuring that eachdags is a first-priority Lien on the Project encuared thereby and related collateral.

“ Transfer " has the meaning assigned in Section 8.1.

“ UCC " means, as to each Project, the Uniform CommeradeGs enacted and in effect in the state whette Rrgject is locate
(and as it may from time to time be amended), asdp the Pledge Agreement, the Uniform Comme@iale as enacted and in effect in the
State of Utah (and as it may from time to time beeaded); provided that, to the extent that the WkC@Sed to define any term in this
Agreement or in any other Loan Document and such te defined differently in different Articles @ivisions of the UCC, the definition of
such term contained in Article or Division 9 shgdivern; provided further, however, that if, by m@aef mandatory provisions of law, any or
of the attachment, perfection or priority of, omedies with respect to, Lender’s Liens on any Getld is governed by the Uniform
Commercial Code as enacted and in effect in adiotion other than the state where a Project iatledt, the term “UCC” shall mean the
Uniform Commercial Code as enacted and in effestith other jurisdiction solely for the purposeshef provisions thereof relating to such
attachment, perfection, priority or remedies anmdpiarposes of definitions related to such provision

“ Underwritten NOI " means the amount by which Underwritten OperatingeRaes on an aggregate basis for all Projects d;
Underwritten Operating Expenses on an aggregate fmasall Projects for the 12-month period immeeig preceding the date of calculation.
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“ Underwritten Operating Expenses’ means Operating Expenses as determined and edjbgtLender to reflect the Standard
Adjustments and otherwise in accordance with g tburrent audit policies and procedures for priggesimilar to the Project.

“ Underwritten Operating Revenues’ means Operating Revenues as determined and edjogtLender to reflect the Standard
Adjustments and otherwise in accordance with g tburrent audit policies and procedures for priggesimilar to the Project.

“ U.S. Person” means any United States citizen, any entity oizgthunder the laws of the United States or itstibrent states or
territories, or any entity, regardless of whereamiged, having its principal place of business imithe United States or any of its territories.

“ Valuation Amount " means, with respect to each Project, the amaetrfosth opposite the reference to such Proje&dhedule

1.1 (A) under the caption “Valuation Amount”, as such \&ion Amount for the “1206 Waltham, MA” Project mbg decreased pursuant to
the terms of Section 8.16.

ARTICLE 2
LOAN TERMS

Section 2.1 The Loan . The Loan in the maximum amount outstanding attamg of up to ONE HUNDRED MILLION
AND NO/100 DOLLARS ($100,000,000.00) shall be fudde one or more advances and repaid in accordaitbehis Agreement. Subject to
the foregoing limitation and the other terms andditions of this Agreement, Borrower may borrowpag without penalty or premium, and
reborrow hereunder. All Loan advances shall be mg& Borrower’s satisfaction of the conditions &oivances described in Schedule.2.1

Section 2.2 Interest Rate; Late Charge.

(1) The outstanding principal balance of the Loan (idoig any amounts added to principal under the Uacuments)
shall bear interest at a variable rate of interdjiysted monthly, equal to the Libor Rate plusApelicable Margin (the ‘Contract Rate

H).
From the Closing Date through the end of the calendarter in which the first advance is made Applicable Margin is 1.0%.

The Applicable Margin shall be adjusted by refeeettcthe following grid:

Test No.: If Debt Service Coverage is:

1. > 2.00:1.00 assuming an Applicable Margin of 1.0@, Applicable Margin shall be
1.00%.

2. >1.75:1.00 assuming an Applicable Margin of 1.25, test No. 1 above is not met, the

Applicable Margin shall be 1.259




Test No.: If Debt Service Coverage is:

3. > 1.50:1.00 assuming an Applicable Margin of 1.65,rmither Test No. 1 nor Test No. 2
above is met, the Applicable Margin shall be 1.6

4, If none of Test No. 1, Test No. 2 or Test No. &t, the Applicable Margin shall be
2.05%.

(2)  Lender shall test the Debt Service Coverage attigeof the calendar quarter in which the first ambeais made, and
at the end of each calendar quarter thereafteedbais (i) an assumed Loan balance equal to theatyedDaily Balance for such quarter
and (ii) the then-current Libor Rate. If, basedsach test, Lender determines that a different Applie Margin applies to the Loan,
Lender shall notify Borrower of the new Applicaldfargin (and, upon Borrower’s request, provide sutipg calculations of Debt
Service Coverage, Underwritten NOI and Standardigtdjents to Borrower, which shall be provided terBaer substantially in the
form of Schedule 2.2(2pttached hereto), which shall apply to the outdtantalance of the Loan effective as of the filgy df the next
calendar quarter until again changed in accordaittethe results of a subsequent Debt Service Gmeetest.

(3) If, as aresult of any restatement of or other stdjent to the financial statements of Borroweroorany other reaso
the Lender determines that (a) the Debt Servicee@me as calculated based on financial informaiforided by Borrower as of any
applicable date was inaccurate and (b) a propeulzdion of the Debt Service Coverage would hagelted in different pricing for any
period, then (i) if the proper calculation of theli? Service Coverage would have resulted in a hiGoatract Rate for such period,
Borrower shall automatically and retroactively lidigated to pay to the Lender, promptly on demayndhie Lender, an amount equal to
the excess of the amount of interest that shouke baen paid for such period over the amount efést actually paid for such period;
and (ii) if the proper calculation of the Debt SeevCoverage would have resulted in a lower CohfRate for such period, Lender shall
have no obligation to repay any interest to Bormgyeovided that if, as a result of any restatenwerdther event a proper calculation of
the Debt Service Coverage would have resultedhiiglaer Contract Rate for one or more periods alwvar Contract Rate for one or
more other periods (due to the shifting of incomexpenses from one period to another period orsamitar reason), then the amount
payable by Borrower pursuant to clause (i) abod! &le based upon the excess, if any, of the amaofuinterest and fees that should
have been paid for all applicable periods overatmeunt of interest and fees paid for all such pkxio

(4) Interest owing for each month shall be computetherbasis of a fraction, the denominator of whicthree hundred
sixty (360) and the numerator of which is the alctwanber of days elapsed from the first day of sancimth (or, for the initial advance,
from the date of such advance). Principal and cdhgortization payments shall be applied to the Loaance as and when actually
received.

(5) If Borrower fails to pay any installment of intetesthin five (5) days after the date on which #zme is due,
Borrower shall pay to Lender a late charge
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on such past-due amount, as liquidated damagesaras a penalty, equal to five percent (5%) ohsammount, but not in excess of the
maximum amount of interest allowed by applicabie.l&he foregoing late charge is intended to comaenkender for the expenses incider
handling any such delinquent payment and for teeds incurred by Lender as a result of such dediniqpayment. Borrower agrees that,
considering all of the circumstances existing andhte this Agreement is executed, the late chamesents a reasonable estimate of the cost:
and losses Lender will incur by reason of late payinBorrower and Lender further agree that prdafotual losses would be costly,
inconvenient, impracticable and extremely diffidaltfix. Acceptance of the late charge shall natstitute a waiver of the default arising from
the overdue installment, and shall not prevent keerfidom exercising any other rights or remediesiakike to Lender. While any Event of
Default exists, the Loan shall bear interest atDkéault Rate.

Section 2.3 Terms of Payment. The Loan shall be payable as follows:

(1) Interest. Commencing on December 1, 2007, Borrower shallip@rest in arrears on the first day of each mont
until all amounts due under the Loan Documentgare in full.

(2)  Principal Amortization/Mandatory Prepayments . The Loan shall be an interest-only loan and &eer shall not
be required to make any regularly scheduled prai@mortization payments; provided, however, ifamyy day the outstanding principal
amount of the Loan exceeds the lesser of (i) eifjlieypercent (85%) of the sum of the Valuation Amts or (ii) the Maximum
Commitment, Borrower shall pay such excess to Leridémmediately available funds, within thirtyQBdays of demand by Lender (or
on such earlier date as is required by any othgliGgble provision of this Agreement).

(3) Maturity . On the Maturity Date, Borrower shall pay to Lendll outstanding principal, accrued and unpaierest
and any other amounts due under the Loan Docun®ulgect to the provisions of this Section 2.3B)rrower, at its option, may
extend the term of the Loan for two (2) additiohatmonth periods. Borrower’s right to extend thent®f the Loan is subject to the
satisfaction of each of the following conditionstagach extension:

(@) Borrower shall deliver to Lender a written requeseéxtend the term of the Loan (th&ktension Request)
at least ninety (90) days before the then existiiagurity Date.

(b)  No Event of Default or Potential Default has ocedrand is continuing on the date on which Borrosivers
the Extension Request to Lender, or on the datextension period commences.

(c) Borrower shall have paid to Lender, in immediatahgilable funds, an extension fee equal to onetguar
percent (0.25%) of the Maximum Commitment.
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(d) During the extended term of the Loantedins and conditions of the Loan Documents (otien the original
Maturity Date) shall continue to apply except tBatrower shall have no further right to extend tidven of the Loan after the
second extension.

(e) The Debt Service Coverage (based aniégile Margin of 2.05% and assuming the outstantlizaen balanc
equals the Maximum Commitment) equals or exceetis tb. 1 andhe LTV Ratio does not exceed eighty-five perc&58f).

® If required by Lender, Borrower shalusa to be delivered to Lender at Borrower’s expamsapdated Site
Assessment for each Property reasonably satisfattidrender, which shall show no adverse matteitears.

(9) If required by Lender, Borrower shall sauo be delivered to Lender at Borrower’s expemsepdated
engineering and an updated seismic report for Basperty, each report reasonably satisfactory talee which shall show no
adverse matters or items.

(h) Borrower shall execute and deliver suttteninstruments, certificates, opinions of courssel documentation
as Lender shall reasonably request in order teepresconfirm or secure the Liens and security tgeito Lender by the Loan
Documents, including any amendments, modificatmmsupplements to any of the Loan Documents, eedugsts to the Title
Insurance Policies and, if required by Lender, gstts and other certificates.

® Borrower shall pay all costs and exgEnimcurred by Lender in connection with such esitamof the Loan,
including Lender’s attorneys’ fees and disbursement

(4) Lockout/Prepayment. The Loan may not be canceled or otherwise teri@ihy Borrower through April 30, 2009
(the “Lockout Period ). Thereafter, upon not less than thirty (30) dayréor written notice to Lender, Borrower may, uprepayment
of the Loan and satisfaction of any other obligatiowing under the Loan Documents in full (incluglimithout limitation the payment
the Unused Fee prorated from the first day of il tcurrent calendar quarter through the end of ¢tfe&out Period), Borrower may
cancel the Loan, from and after which Borrower shale no further right to request or receive Ladmances and Lender shall have no
further obligations under the Loan Documents. & tlnan is accelerated during the Lockout Periodafor reason other than casualty or
condemnation, Borrower shall pay, in addition ooéther amounts outstanding under the Loan Docusn@mtluding without limitation
the payment of the Unused Fee prorated from teeday of the then current calendar quarter thrabgldate of cancellation),




prepayment premium equal to $250,000.00.

(5) Application of Payments. All payments received by Lender under the Loaeuoents shall be applied to the
following, in such order as Lender may
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elect in its sole discretion: (a) to any fees axgkeases due to Lender under the Loan Documents) @y Default Rate interest or late
charges; (c) to accrued and unpaid interest; (djrtounts owed under any reserves or escrows redgoyreender; and (e) to the princi
sum and other amounts due under the Loan Docunf@rggayments of principal shall be applied agansbunts owing in inverse order
of maturity.

Section 2.4 Security . The Loan shall be secured by the Mortgages crgatfirst lien on the Projects, the AssignmentReiffits
and Leases and the other Loan Documents.

Section 2.5 Origination Fee . As partial consideration for Lender’s agreemennike the Loan, Borrower shall pay to Lender a
loan origination fee of $500,000.00 (th®tigination Fee ). The Origination Fee shall be payable in full@nbefore the Closing Date.

Section 2.6 Unused Fee In addition to the payment of the Origination peevided for in Section 2.5 above, Borrower shaly
to Lender (commencing on January 1, 2008 and bf¥irtteday of each April, July, October and Januiugreafter), an unused fee (the “
Unused Fe€’) on the average daily amount of the Maximum Commitiwehich was unused during the immediately preapdadendar quart
calculated on the basis of actual days elapsed/@anconsisting of 360 days, at the rate of oghthipercent (0.125%) per annum, calculated
through the last calendar day of each such caleqngater, and payable in arrears. For purposdsi®Bection 2.6: (a) the average daily am¢
of the Maximum Commitment which was unused shalla¢q(i) the average daily Maximum Commitment dgrancalendar quarter; less (ii)
average daily utilization of the Maximum Commitmelotring such calendar quarter; (b) the average diééiximum Commitment during a
calendar quarter shall equal the quotient of h@ aggregate of the Maximum Commitment on eachddaiyg such calendar quarter; dividec
(ii) the number of days in such calendar quarted; @) the average daily utilization of the Maxim@uommitment during a calendar quarter
shall equal the mean average daily closing balahtiee Loan during such calendar quarter; providayever, that the Unused Fee due
January 1, 2008 shall be calculated for the pes@dmencing on the Closing Date and ending on Deeelib, 2007.

Section 2.7 Debt Service Coverage At the end of each Loan Year, Lender shall testDebt Service Coverage based on an
Applicable Margin of 2.05% and assuming the ouwditagn Loan balance equals the Maximum Commitmenadfof any such determination
date, the Debt Service Coverage is less than 1.(@ibllender shall have the right, in its sole afdbolute discretion, to permanently reduce the
Maximum Commitment to an amount which would incestiee Debt Service Coverage to 1.15:1, and (iiy@eer shall, within thirty (30) day
after Lender’s demand, which demand shall be aceoieg by Lendes supporting calculations, pay to Lender, in imraggly available fund:
the amount, if any, by which the outstanding ppatiamount of the Loan exceeds the Borrowing Bese“(Excess’) due to the reduction in
the Maximum Commitment in accordance with claugeXiy reduction in the Maximum Commitment pursuemthis Section 2.7 shall be
effective as of the date of Lender’s notice of stedtuction to Borrower, and shall remain effecfimethe balance of the Loan term unless
superseded by a subsequent reduction notice byecémeéccordance with this Section 2.7.
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Section 2.8 Partial Release of Collateral. Except as expressly set forth below in this $ectiender shall have no obligation to
release any of the Collateral until all of Borroigandebtedness and obligations under the Loan Becitis have been paid and performed in
full, and all obligations of Lender under this Agneent and the other Loan Documents have terminBtadower shall be entitled to obtain
releases of Projects from the Lien of the Loan Doents, provided that all of the following condit®are satisfied as to each proposed release
of a Project (the Release Project):

(1) Borrower has provided Lender with at teagty (30) (or five (5) days for the releasetbé “ 1195 Lanham, MD”
Project completed within ninety (90) days after @lesing Date) but not more than ninety (90) daysrpwritten notice (the Partial
Release Notice) of the proposed release together with copieanyf documents which Borrower requests that Lendecige in
connection with such proposed release.

(2) Except for the release of the “1195 Lanh&ID” Project completed within ninety (90) dayseafthe Closing Date,
for any proposed release occurring during the Latleriod, the proposed release shall be requastahnection with a bona fide sale
of the Release Project to a third party purchasetr &n Affiliate of Borrower or any Borrower Party)uring the Lockout Period, no
partial release shall be permitted if requestetbimection with a refinance or other recapital@aif a Project or any other transaction
other than a bona fide sale to a third party pusehaxcept for the release of the “1195 Lanham, I@ject completed within ninety
(90) days after the Closing Date.

3) For any proposed release occurring #fftelLockout Period, concurrently with the requestddase, fee title to the
Release Project, or the ownership interests irctineent owners thereof, shall be transferred ter@dh other than Borrower, any
Subsidiary or any entity in which Borrower or anybSidiary holds a direct or indirect ownership rats.

4) No Event of Default or Potential Defaludts occurred and is continuing on the date on wBaiower delivers the
Partial Release Notice to Lender, or on the dateefequested release.

(5) If, after giving effect to the requested rekeéand the resulting decrease in the Borrowing Balse outstanding balance
of the Loan exceeds the Borrowing Base, Borrowal $tave paid to Lender the Excess.

(6) The remaining Projects shall be acceptadLender in its sole and absolute discretiorth@lit limiting the
foregoing, the Valuation Amount for any remainingject shall not exceed twenty-five percent (25%the sum of the Valuation
Amounts for all remaining Projects, and the ValoatAmounts for all remaining Projects located ia #ame “Metropolitan Statistical
Area” (as defined by the United States Office ofrffdgement and Budget) shall not exceed thirty-fiereent (35%) of the sum of the
Valuation Amounts for all remaining Projects.
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@) Lender shall have prepared, and Borrashatl have acknowledged, revised Schedules 1.1(/) and 4.1, in eacl
case revised to exclude the Release Project aafplicable, its Subsidiary owner. As of the ddtthe release of Release Project from
the Lien of the Loan Documents, such revised sdesdihall be deemed to supersede and replaceitiies@rsions thereof.

(8) Borrower shall have executed and delidecel ender such other instruments, certificates documentation as
Lender shall reasonably request in order to preseanfirm or secure the validity and priority b&tremaining Liens and security
granted to Lender under the Loan Documents, inolpdny amendments, modifications or supplemengsmyoof the Loan Documents
and endorsements to the Title Insurance Policiesring the Liens of the Mortgages encumbering émeaining Projects.

(9) Borrower shall have delivered to Lendeogay of any purchase and sale agreement andhalt otlated
documentation with respect to the sale of the Reléaoject.

(10) Borrower shall have paid all costs andezges incurred by Lender in connection with theppsed release, includi
attorneys’ fees and costs and all title insurameenfums for title endorsements required by Lenderinnection with the proposed
release.

Section 2.9 Additional Projects . During the term of the Loan, Borrower shall h#ve option of adding additional self-storage
projects (each anAdditional Project ") to the Collateral, upon the satisfaction of@lthe following conditions precedent with respeceach
such Additional Project (and delivery below shaldubject to Lender’s receipt, review, approvalandonfirmation, at Borrower’s cost and
expense, each in form and substance satisfactdsgrider):

(1) Borrower has provided Lender with at teagty (30) but not more than ninety (90) day®pwvritten notice (the “
Additional Project Notice ") of the proposed addition of the Additional Prij¢o the Collateral.

2) No Event of Default or Potential Defaluéts occurred and is continuing on the date on wlarower delivers the
Additional Project Notice to Lender, or on the dat¢he requested addition.

3) The Additional Project shall be acquibsdBorrower.

4 The Additional Project shall be accepgaiol Lender in its sole and absolute discretion.

(5) Concurrently with the addition of the Atighal Project, Borrower shall pay to Lender a fge “ Additional
Project Fee") equal to one quarter percent (0.25%) of eigle-percent (85%) of the Valuation Amount deterrdity Lender for such
Additional Project; provided, however, the AdditidrProject Fee shall be waived for each of the fis® (2) Additional Projects added
to the Collateral in any Loan Year.

15




(6) Lender shall have received a Mortgage {tAdditional Mortgage ") covering the Additional Project and all
personal property related thereto (and such Addiliddortgage shall have been properly recordetiénofficial records of the county or
counties in which the Additional Project is locgted

(7 Lender shall have received an AssignméiRents and Leases (thé&tlditional Assignment of Rents and Leases
") covering the Additional Project and all leasekated thereto (and such Additional Assignment@ftR® and Leases shall have been
properly recorded in the official records of thaioty or counties in which the Additional Projectasated).

(8) Lender shall have prepared, and Borrashetl have acknowledged, revised Schedules 1.1¢#jich shall reflect
Lender’'s determination of the Valuation Amount fioe Additional Project) and I.1(B)revised to include the applicable information for
the Additional Project. As of the date of the refaiion of the Mortgage encumbering the Additionalj€ct, such revised schedules shall
be deemed to supersede and replace the prior mersiereof.

(9) Lender shall have received an ALTA (oui@glent) mortgagee policy of title insurance, wiginsurance and
endorsements as Lender may reasonably requireainorg no exceptions to title (printed or othenyiadich are unacceptable to
Lender, and insuring that the Additional Mortgagae ifirst-priority Lien on the Additional Projeatérelated collateral. Borrower shall
also obtain, at its sole cost and expense, anyrsaa@nts, continuations or modifications to anytnxg title policies as Lender may
reasonably request, including without limitatiorgeggation or tie-in endorsements, but not including overall increase in the insured
amount above the Maximum Commitment Amount.

(10) Lender shall have received legal opiniessed by counsel for the entity acquiring the Aiddial Project (and, whe
required by Lender, by Lender’s local counsel)nom as to the due organization, valid existenakgood standing of such Person, and
the due authorization, execution, delivery, enfalikity and validity of the Additional Mortgage arite Additional Assignment of Rents
and Leases with respect to, such Person; thatdha,las reflected in the Loan Documents, is notiaiss;, to the extent that Lender is
otherwise satisfied, that the Additional Projeatl @s use is in full compliance with all legal réigaments; and as to such other matters as
Lender and Lender’s counsel reasonably may specify.

(11) Lender shall have received such infornmategarding the Additional Project as Lender stejlest, including
without limitation financial information, historient rolls and operating statements, to enable ¢éetwdestablish a Valuation Amount for
the Additional Project.

(12) Lender shall have received UCC searchethéoseller of the Additional Project.
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(13) Lender shall have received evidence afriasce as required by this Agreement with respettt¢ Additional
Project.

(14) Lender shall have received a current ALAGSEM land title survey of the Additional Projecatdd or updated to a
date not earlier than thirty (30) days prior to tlze hereof, certified to Lender and the issudrenfder’s title insurance, prepared by a
licensed surveyor acceptable to Lender and suetinigurer, and conforming to Lender’s current dead survey requirements.

(15) Lender shall have a current engineeripgeor architect’s certificate with respect to theditional Project,
covering, among other matters, inspection of hgadimd cooling systems, roof and structural detail$ showing no failure of
compliance with building plans and specificatiomgplicable legal requirements (including requiretaeri the Americans with
Disabilities Act) and fire, safety and health start$. As requested by Lender, such report shallintdude an assessment of the
Additional Project’s tolerance for earthquake aegmic activity.

(16) Lender shall have received a current &ggessment for the Additional Project.

(17) Lender shall have received a current relhbf the Additional Project, which Borrower shegpresent and warrant is
true and correct. Such rent roll shall includeftiiwing information: (a) tenant names; (b) uniite numbers; (c) area of each demised
premises and total area of the Additional Projstdtéd in net rentable square feet); (d) rentel (iatluding escalations) (stated in gross
amount and in amount per net rentable square f&roggar); and (e) security deposit, if any.

(18) Lender shall have received evidence thettdditional Project and the operation thereof plymvith all legal
requirements, including that all requisite ceréfies of occupancy, building permits, and othemnbes, certificates, approvals or consents
required of any governmental authority have besuadd without variance or condition and that thenea litigation, action, citation,
injunctive proceedings, or like matter pendinghoeatened with respect to the validity of such erattAt Lender’s request, Borrower
shall furnish Lender with a zoning endorsementéader’s title insurance policy (if available), zogiletters from applicable municipal
agencies, and utility letters from applicable sesyproviders or other reasonable proof that requitdities are available to the
Additional Project.

(19) No condemnation or adverse zoning or usagege proceeding shall have occurred or shaé baen threatened
against the Additional Project; the Additional R shall not have suffered any significant danmagére or other casualty which has
not been repaired; no law, regulation, ordinanagratorium, injunctive proceeding, restriction,dation, action, citation or similar
proceeding or matter shall have been enacted, edopt threatened by any governmental authoritychvivould have, in Lender’s
judgment, a material adverse effect on the Addétid®*roject or the acquirer of the Additional Prajec
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(20) All fees and commissions payable to regdte brokers, mortgage brokers, or any other losakeagents in
connection with the Loan or the acquisition of Auditional Project shall have been paid, such evigeo be accompanied by any
waivers or indemnifications deemed necessary byleen

(21) Lender shall have received payment of leglscdcosts and expenses in underwriting, documgnéind closing the
transaction, including fees and expenses of Lesdespecting engineers, consultants, and outsideses.

(22) Lender shall have received such otheraightions, documents, certificates, updates, tepsearches or items as
Lender reasonably may require with respect to tdittonal Project.

ARTICLE 3

INSURANCE, CONDEMNATION, AND IMPOUNDS

Section 3.1 Insurance . Borrower shall, and shall cause the Subsidiariesyaintain insurance as follows:

(1)  Casualty; Business Interruption. Borrower shall, and shall cause the Subsidiartekeep the Projects insured
against damage by fire and the other hazards covsre standard extended coverage and all-riskanse policy for the full insurable
value thereof on a replacement cost claim recolbasys (without reduction for depreciation or codirsce and without any exclusions
or reduction of policy limits for acts of domeséind foreign terrorism or any similar acts no matiaw labeled), and shall maintain
boiler and machinery insurance, acts of domesticfareign terrorism endorsement coverage and stiwr casualty insurance as
reasonably required by Lender. Lender reservesdhéto require from time to time the followingditional insurance: flood,
earthquake/sinkhole, windstorm and/or building @vordinance. Borrower shall, and shall cause &disidiary, to keep each of its
Projects insured against loss by flood if such &bjs located currently or at any time in the fatin an area identified by the Federal
Emergency Management Agency as an area havingasflecd hazards and in which flood insurance hesnbmade available under the
National Flood Insurance Act of 1968, the Floodd3ter Protection Act of 1973 or the National Fldoesurance Reform Act of 1994 (as
such acts may from time to time be amended) innaouat at least equal to the lesser of (a) the maxinaalue of the Project (as
determined by Lender) or (b) the maximum limit of’erage available under said acts. Any such flosdriance policy shall be issued in
accordance with the requirements and current gaelebf the Federal Insurance Administration. Baepshall, and shall cause each
Subsidiary, to maintain business interruption iasge, including rental income loss and extra expeagainst all periods covered by
Borrower and such Subsidiary’s property insuramceaflimit equal to twelve(12) calendar months’ espre, all without any exclusions
or reduction of policy limits for acts of domeséind foreign terrorism or any similar acts no mati@w labeled. Borrower shall not, and
shall not permit the Subsidiaries, to maintain segarate or additional insurance which is
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contributing in the event of loss unless it is pdp endorsed and otherwise satisfactory to Leimdal respects. The proceeds of
insurance paid on account of any damage or detrut any Project shall be paid to Lender to bglied as provided in Section 3.2.

(2) Liability .Borrower shall, and shall cause the Subsidiargemdintain (a) commercial general liability insuzan
with respect to each Project providing for limifdiability of not less than $5,000,000 for botljury to or death of a person and for
property damage per occurrence with a deductiblgreater than $250,000.00, and (b) other liabitisurance as reasonably requirec
Lender.

(3) Form and Quality . All insurance policies shall be endorsed in forrd anbstance acceptable to Lender to name
Lender as an additional insured, loss payee orgagete thereunder, as its interest may appear]agishpayable to Lender, without
contribution, under a standard New York (or loagligalent) mortgagee clause. All such insuranc&jgs and endorsements shall be
fully paid for, shall be issued by appropriatelelsed insurance companies acceptable to Lendeawitting of “A-:IX" or better as
established by A.M. Best’s Rating Guide, and shalln such form, and shall contain such provisidesiuctibles (with no increased
deductible for acts of domestic and foreign temmorior any similar acts no matter how labeled) atuiration dates, as are acceptable to
Lender. Each policy shall provide that such politgy not be canceled or materially changed excep tipirty (30) days’ prior written
notice of intention of non-renewal, cancellatiomuaterial change to Lender and that no act or tbome by Borrower or any Subsidiary
shall invalidate any policy as against Lender. B&rpolicies shall be permitted only if Lender ri@es appropriate endorsements and/or
duplicate policies containing Lender’s right to tinne coverage on a pro rata pass-through basthoutilimiting the foregoing, Lender
shall have the right to conduct an annual revieBafrower’s insurance coverage, which is providacspant to a blanket policy
covering the Projects and other properties ownedftijates of Extra Space Storage LLC, a Delawangted liability company.
Borrower agrees that Lender shall have the rigieésonably increase the amount of coverage rehtdrbe maintained under such
blanket policy based on additional properties addeslich blanket policy subsequent to the Closiatefor subsequent to the most
recent annual review, as the case may be), agwiett by Lender’s insurance consultants as pastioi annual review. If Borrower or
any Subsidiary fails to maintain insurance in cdempie with this Section 3.1, Lender may obtain sashrance and pay the premium
therefor and Borrower shall, on demand, reimbueseder for all expenses incurred in connection thithe

(4)  Assignment. Borrower shall, and shall cause the Subsidiar@eassign the policies or proofs of insurance todegn
in such manner and form that Lender and its suocesmd assigns shall at all times have and heldaéime as security for the payment
of the Loan. If requested by Lender, Borrower stallver copies of all original policies certifiéd Lender by the insurance company or
authorized agent as being true copies, togethértivit endorsements required hereunder. If Borrmwvany Subsidiary elects to obtain
any insurance which is not required under this Agrent (including earthquake insurance), all rel&sdrance policies shall be
endorsed in compliance with Section 3.1(3), andhswdditional insurance shall not be canceled
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without prior notice to Lender. From time to timgam Lender’s request, Borrower shall identify tontler all insurance maintained by
Borrower or the Subsidiaries with respect to eadjelet. The proceeds of insurance policies commg the possession of Lender shall
not be deemed trust funds, and Lender shall bdeshtd apply such proceeds as herein provided.

(5) Adjustments . Borrower shall give immediate written notice of dags to the insurance carrier, and shall give
immediate notice to Lender of any loss which exee®2b,000. Borrower, on its own behalf and on Hetfahe Subsidiaries, hereby
irrevocably authorizes and empowers Lender, asregysin-fact for Borrower and the Subsidiaries dedpwvith an interest, to notify any
insurance carriers of Borrower and the Subsididdesdd Lender as a loss payee, mortgagee insudtdional insured, as the case
may be, to any policy maintained by Borrower or $ubsidiaries (regardless of whether such policggsired under this Agreement),
make proof of loss, to adjust and compromise aayrclinder insurance policies, to appear in andgaute any action arising from such
insurance policies, to collect and receive insuegmoceeds, and to deduct therefrom Lender’s exgensurred in the collection of such
proceeds. Nothing contained in this Section 3.1{&)yever, shall require Lender to incur any expemgake any action hereunder.

Section 3.2 Use and Application of Insurance ProceedsLender shall apply insurance proceeds to costestbring a damaged
Project or the Loan as follows:

(1) if the loss is less than or equal toRestoration Threshold, Lender shall apply the iasoe proceeds to restoration
provided (a) no Event of Default or Potential Défaxists, and (b) Borrower or the applicable Sdiasy promptly commences and is
diligently pursuing restoration of the Project;

(2) if the loss exceeds the Restoration Tholeks but is not more than ten percent (10%) ofréacement value of the
improvements (for projects containing multiple pgmser stand alone structures, such calculatior toadsed on the damaged phase or
structure, not the project as a whole), Lenderl stpgdly the insurance proceeds to restoration pexvihat at all times during such
restoration (a) no Event of Default or Potentiafddt exists; (b) Lender determines that theresaiféicient funds available to restore ¢
repair the Project to a condition approved by Len@® Lender determines that the Underwritten MOting restoration will be sufficie
to pay Debt Service during restoration; (d) Lendiegiermines (based on leases which will remainfeceffter restoration is complete)
that after restoration the Debt Service Coveradebeiat least equal to 1.15:1 based on an Applécktargin of 2.05% and assuming the
outstanding Loan balance equals the Maximum Comaeritir(e) Lender determines that the LTV Ratio aféstoration will not exceed
eighty-five percent (85%); (f) Lender determineattrestoration and repair of the Project to a dionliapproved by Lender will be
completed within six months after the date of lossasualty and in any event ninety (90) days gradhe Maturity Date; (g) Borrower
or the applicable Subsidiary promptly commencesiamiiligently pursuing restoration of the Projemtid (h) the Project after the
restoration will be in compliance with and perndttender all applicable zoning, building and land l&vs, rules, regulations and
ordinances;
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3) if the conditions set forth above are satisfied or the loss exceeds the maximum amaetifsed in Section 3.2
(2) above, in Lender’s sole discretion, Lender mpgly any insurance proceeds it may receive to amsawing under the Loan
Documents in such order and manner as Lender soiésdiscretion determines, or allow all or a jworiof such proceeds to be used for
the restoration of the Project; and

4) insurance proceeds applied to restoratidirbe disbursed on receipt of satisfactory plans specifications,
contracts and subcontracts, schedules, budgetsybesers and architects’ certificates, and othsewn accordance with prudent
commercial construction lending practices for cargton loan advances, including, as applicable ativance conditions undgchedul
2.1. Any insurance proceeds remaining after paymeatl@éstoration costs shall be applied by Lendahe Loan balance or, at
Lender’s sole option, remitted to Borrower or tipplecable Subsidiary.

Section 3.3 Condemnation Awards. Borrower shall immediately notify Lender of thetitigion of any proceeding for the
condemnation or other taking of any Project or postion thereof. Lender may patrticipate in any spaceeding and Borrower will deliver to
Lender all instruments necessary or required bydeeto permit such participation. Without Lendegior consent, which shall not be
unreasonably withheld, Borrower shall not, and Istatl permit any Subsidiary to (1) agree to any pensation or award, and (2) take any
action or fail to take any action which would catise compensation to be determined. Borrower,o0utn behalf and on behalf of the
Subsidiaries, hereby assigns to Lender all awardscampensation to which Borrower or any Subsidisigntitled for the taking or purchase
lieu of condemnation of any Project or any partéb& and agrees that all such awards and compensdtall be paid to Lender. Borrower, on
its own behalf and on behalf of the Subsidiariesharizes Lender to collect and receive such awandiscompensation, to give proper receipts
and acquittances therefor, and in Lender’s solerelion to apply the same toward the payment of_then, notwithstanding that the Loan may
not then be due and payable, or to the restorafitine affected Project; however, if the awardesssithan or equal to $50,000 and Borrower
requests that such proceeds be used for non-stalistte improvements (such as landscape, drivewalkway and parking area repairs)
required to be made as a result of such condenmatender will apply the award to such restoratioaccordance with disbursement
procedures applicable to insurance proceeds pravftae exists no Potential Default or Event ofddéif Borrower, upon request by Lender,
shall execute or cause the Subsidiaries to exadlitestruments requested to confirm the assignroétiie awards and compensation to Ler
free and clear of all liens, charges or encumbmance

Section 3.4 Impounds . Borrower shall deposit into a reserve with Lenadeonthly on the first day of each month, one-twelfth
(I/12th) of the annual charges for ground or otleet, if any (but only if such rent is due lessafthan monthly or, regardless of payment
frequency, if Borrower has failed to make one orenaf such payments), insurance premiums and stallectaxes, assessments and similar
charges relating to each Project. On or beforei@joBate, Borrower shall deposit with Lender a safrmoney which together with the
monthly installments will be sufficient to make baaf such payments thirty (30) days prior to theedany delinquency or penalty becomes due
with respect to such payments. Deposits shall
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be made on the basis of Lender’s estimate from tanigne of the charges for the current year (afteing effect to any reassessment or, at
Lender’s election, on the basis of the chargesheprior year, with adjustments when the chargediged for the then current year). All funds
so deposited shall be held by Lender, without éggrand may be commingled with Lendegeneral funds. Borrower hereby grants to Len:
security interest in all funds so deposited witmdler for the purpose of securing the Loan. Whilé&aent of Default exists, the funds depos
may be applied in payment of the charges for whiath funds have been deposited, or to the paynfi¢ghée d.oan or any other charges
affecting the security of Lender, as Lender magteleut no such application shall be deemed to h&esm made by operation of law or
otherwise until actually made by Lender. Borrowealkfurnish Lender with bills for the charges fehich such deposits are required at least
thirty (30) days prior to the date on which therges first become payable. If at any time the amhouardeposit with Lender, together with
amounts to be deposited by Borrower before suctgelsaare payable, is insufficient to pay such cesrgorrower shall deposit any deficiency
with Lender immediately upon demand. Lender shal guch charges when the amount on deposit witldéreis sufficient to pay such char¢
and Lender has received a bill for such charges.

ARTICLE 4

REPRESENTATIONS AND WARRANTIES

Borrower represents and warrants to Lender that:

Section 4.1 Organization and Power. Borrower and each Borrower Party is duly orgashjzelidly existing and in good
standing under the laws of the state of its foraratr existence. Borrower is in compliance withledlal requirements applicable to doing
business in the state in which Borrower’s Projeceslocated. Each Subsidiary is in compliance wittegal requirements applicable to doing
business in the state in which such Subsidiarygeet is located. Borrower is not a “foreign persaithin the meaning of Section 1445(f)

(3) of the Internal Revenue Code. Borrower and &miower Party has only one state of incorporationrganization, which is set forth in
Schedule 4.1 All other information regarding Borrower and ed&rrower Party contained in Schedule didcluding the ownership structure
of Borrower and its constituent entities, is triel @orrect as of the Closing Date.

Section 4.2 Validity of Loan Documents. The execution, delivery and performance by Bomoand each Borrower Party of 1
Loan Documents: (1) are duly authorized and daeqtire the consent or approval of any other partyovernmental authority which has not
been obtained; and (2) will not violate any lawesult in the imposition of any lien, charge or@mbrance upon the assets of any such party,
except as contemplated by the Loan Documents. Baa Documents constitute the legal, valid and bigaibligations of Borrower and each
Borrower Party, enforceable in accordance withrthesipective terms, subject to applicable banksyptsolvency, or similar laws generally
affecting the enforcement of creditors’ rights.
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Section 4.3 Liabilities; Litigation; Other Secured Transactions .

(1) The financial statements delivered loyrBwer and each Borrower Party are true and cbwitk no significant
change since the date of preparation. Except aded in such financial statements, there aréafdities (fixed or contingent)
affecting any Project, Borrower or any BorrowertiaExcept as disclosed in such financial statesyghere is no litigation,
administrative proceeding, investigation or otlegydl action (including any proceeding under aniesta federal bankruptcy or
insolvency law) pending or, to the knowledge of Barer, threatened, against any Project, BorrowemngrBorrower Party which if
adversely determined could have a material adwadfset on such party, such Project or the Loan.

(2 Neither Borrower nor any Subsidiarydshas been, bound (whether as a result of a merggherwise) as a deb
under a pledge or security agreement entered inembther Person, which has not heretofore beeninated.

Section 4.4 Taxes and AssessmentsEach Project is comprised of one or more pareaish of which constitutes a separate tax
lot and none of which constitutes a portion of attyer tax lot. Except as otherwise shown on thke Titsurance Policies, there are no pending
or, to Borrower’s best knowledge, proposed, spamiather assessments for public improvementstratise affecting any Project, nor are
there any contemplated improvements to any Préij@ttmay result in such special or other assessment

Section 4.5 Other Agreements; Defaults. Neither Borrower nor any Borrower Party is a paotany agreement or instrument
or subject to any court order, injunction, perraitrestriction which might adversely affect in angterial respect any Project or the business,
operations, or condition (financial or otherwisé€Borrower or any Borrower Party. Neither Borrower any Borrower Party is in violation of
any agreement which violation would have an adveffgt in any material respect on any Projectr&oer, or any Borrower Party or
Borrower’s or any Borrower Party’s business, prdipsr or assets, operations or condition, finanmiadtherwise.

Section 4.6 Compliance with Law .

(1) To the best of Borrower’'s knowledge ridwer and each Borrower Party have all requigitenises, permits,
franchises, qualifications, certificates of occupanr other governmental authorizations to ownséeand operate the Projects and carry
on its business. Except as set forth in the zorepgrts and the property condition reports obtaimgdlender in connection with the
Loan and listed in Schedule aBached hereto, each Project is in compliance alithpplicable zoning, subdivision, building anter
legal requirements and is free of structural defdeékcept as set forth in the property conditiquorés obtained by Lender in connection
with the Loan, each Proj¢ s building systems are in good working order, stifje ordinary wear and tear. Except as set forttné



zoning reports obtained by Lender in connectiomhie Loan and listed in Schedule 4téached hereto, no Project
constitutes, in whole or in part, a legally non4wsming use under applicable legal requirements.
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(2) No condemnation has been commencett &orrower’s knowledge, is contemplated with retpe all or any
portion of any Project or for the relocation of deaays providing access to any Project.

3) Each Project has adequate rights aésscto public ways and is served by adequate wsaeer, sanitary sewer and
storm drain facilities. All public utilities necesy or convenient to the full use and enjoymergaxth Project are located in the public
right-of-way abutting such Project, and all sudilitigs are connected so as to serve such Projilasbut passing over other property,
except to the extent such other property is sulbgeatperpetual easement for such utility benefisach Project. All roads necessary for
the full utilization of each Project for its curtgurpose have been completed and dedicated ticpugd and accepted by all
governmental authorities.

Section 4.7 Location of Borrower . Borrower’s and each Subsidiasyprincipal place of business and chief executifieas are
located at the address stated in Section 12.1exwoept as otherwise set forth_in Schedule Bdtrower and each Subsidiary at all times has
maintained its principal place of business andfaecutive office at such location or at otherab@ns within the same state.

Section 4.8 ERISA .

(1) As of the Closing Date and throughitnat term of the Loan, (a) neither Borrower nor &upsidiary is nor will be
an “employee benefit plan” as defined in SectioB) &f the Employee Retirement Income Security Act®74, as amended ERISA
"), which is subject to Title | of ERISA, and ()& assets of Borrower and each Subsidiary do mbiélhnot constitute “plan assets” of
one or more such plans for purposes of Title | RIEA; and

(2) As of the Closing Date and throughitwat term of the Loan (a) neither Borrower nor aopsidiary is nor will not
be a “governmental plan” within the meaning of 88t8(3) of ERISA and (b) transactions by or witbrBower and each Subsidiary are
not and will not be subject to state statutes apple to Borrower or any Subsidiary regulating stagents of and fiduciary obligations
with respect to governmental plans.

3) Neither Borrower nor any Subsidiarg laay employees.

Section 4.9 Margin Stock . No part of proceeds of the Loan will be usedgorchasing or acquiring any “margin stock” within
the meaning of Regulations T, U or X of the Boaf@overnors of the Federal Reserve System.

Section 4.10 Tax Filings . Borrower and each Borrower Party have filed @reéhobtained effective extensions for filing) all
federal, state and local tax returns required télee and have paid or made adequate provisiothiempayment of all federal, state and local
taxes, charges and assessments payable by Bormadeach Borrower Party, respectively.

Section 4.11 Solvency. Giving effect to the Loan, the fair saleable wabf Borrower’s assets exceeds and will, immedyatel
following the making of the Loan, exceed
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Borrower’s total liabilities, including, withoutrhitation, subordinated, unliquidated, disputed eoitingent liabilities. The fair saleable value
of Borrower’s assets is and will, immediately follmg the making of the Loan, be greater than Bomdsvprobable liabilities, including the
maximum amount of its contingent liabilities onebts as such Debts become absolute and matuoeavir’'s assets do not and,
immediately following the making of the Loan wilbt) constitute unreasonably small capital to carryits business as conducted or as
proposed to be conducted. Borrower does not intenand does not believe that it will, incur Deatsl liabilities (including contingent
liabilities and other commitments) beyond its d@pito pay such Debts as they mature (taking intmant the timing and amounts of cash to be
received by Borrower and the amounts to be payafler in respect of obligations of Borrower). Gigiaffect to the Contribution Agreement,
the fair saleable value of each Subsidiary’s assateeds and will, immediately following the makimiggthe Loan, exceed each Subsidiary’s
total liabilities, including subordinated, unliqaigd, disputed and contingent liabilities. The $aileable value of each Subsidiargssets is a
will, immediately following the making of the Loamnd the encumbrance of the Projects by the Mortgdggegreater than each Subsidiary’s
probable liabilities, including the maximum amouwiiits contingent liabilities on its Debts as suébts become absolute and matured. No
Subsidiarys assets constitute and, immediately followingrtteking of the Loan and the encumbrance of the Btojgy the Mortgages will ni
constitute, unreasonably small capital to carryisubusiness as conducted or as proposed to lmkictad. No Subsidiary intends to, nor does
any Subsidiary believe that it will, incur Debtgdrabilities (including contingent liabilities armther commitments) beyond its ability to pay
such Debts as they mature (taking into accountithieg and amounts of cash to be received by swdisi@liary and the amounts to be payable
on or in respect of obligations of such SubsidiaBRcept as expressly disclosed to Lender in wgijtivo petition in bankruptcy has been filed
by or against Borrower or any Borrower Party in I seven (7) years, and neither Borrower norBaryower Party in the last seven (7) ye
has ever made an assignment for the benefit oftoredr taken advantage of any insolvency acttierbenefit of debtors. Neither Borrower
nor any Borrower Party is contemplating eitherfilieg of a petition by it under state or federarkruptcy or insolvency laws or the
liquidation of all or a major portion of its assetsproperty, and neither Borrower nor any Borrowarty has knowledge of any Person
contemplating the filing of any such petition agghiit.

Section 4.12 Full and Accurate Disclosure. No statement of fact made by or on behalf of Beer or any Borrower Party in
this Agreement or in any of the other Loan Docura@antains any untrue statement of a materialdfiaotnits to state any material fact
necessary to make statements contained hereiemiinot misleading. There is no fact presentigvikim to Borrower which has not been
disclosed to Lender which adversely affects in anaerial respect, nor as far as Borrower can feraséght adversely affect in any material
respect, any Project or the business, operationsratition (financial or otherwise) of Borrower amy Borrower Party. All information
supplied by Borrower regarding any other Collatésaccurate and complete in all material respédt®vidence of Borrower’s and each
Borrower Party’s identity provided to Lender is gere, and all related information is accurate.
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ARTICLE 5

ENVIRONMENTAL MATTERS

Section 5.1 Representations and Warranties on Environmental Maters . To Borrower’s knowledge, except as set forth in
the Site Assessments, (1) no Hazardous Materfadwsor was formerly used, stored, generated, matwied, installed, disposed of or
otherwise present at or about any Project or aoggaty adjacent to any Project (except for cleaingd other products currently used in
connection with the routine maintenance or repbihe Projects in full compliance with Environmentaws), (2) all permits, licenses,
approvals and filings required by Environmental kavave been obtained, and the use, operation amtitiom of the Projects do not, and did
not previously, violate any Environmental Laws, &8jno civil, criminal or administrative actioryig claim, hearing, investigation or
proceeding has been brought or been threatenethanerany settlements been reached by or with artiep or any liens imposed in
connection with any Project concerning Hazardouselias or Environmental Laws.

Section 5.2 Covenants on Environmental Matters.

(1) Borrower shall, and shall cause eadbsiliary to, (a) comply strictly and in all respeetith applicable
Environmental Laws; (b) notify Lender immediatelyom Borrower’s or any Subsidiary’s discovery of apjll, discharge, release or
presence of any Hazardous Material (except fométgpand other products used in connection withineumaintenance or repair of the
Projects in full compliance with Environmental Lgves, upon, under, within, contiguous to or otheevaffecting any Project which m
constitute a violation of Environmental Law; (cpprptly remove such Hazardous Materials and remediiet affected Project in full
compliance with Environmental Laws and in accor@awith the reasonable recommendations and speafisaof an independent
environmental consultant approved by Lender; apgi@mptly forward to Lender copies of all ordemstices, permits, applications or
other communications and reports in connection it spill, discharge, release or the presenceyHazardous Material or any other
matters relating to the Environmental Laws or anyilar laws or regulations, as they may affect &ngject, any Subsidiary or Borrow

(2) Borrower shall not cause, shall prahdny other Person within the control of Borrowiecluding the Subsidiaries)
from causing, and shall use prudent, commerciaysonable efforts to prohibit other Persons (inolyitenants) from causing (a) any
spill, discharge or release, or the use, storagemtion, manufacture, installation, or disposbhny Hazardous Materials (except for
cleaning and other products used in connection mitline maintenance or repair of the Projectailhdompliance with Environmental
Laws) at, upon, under, within or about any Profgdhe transportation of any Hazardous Materialsrtrom any Project, (b) any
underground storage tanks to be installed at aoje€ or (c) any activity that requires a perntibther authorization under
Environmental Laws to be conducted at any Project.
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3) Borrower shall provide to Lender, atr@over’s expense promptly upon the written requéstender from time to
time, a Site Assessment for any Project or; if negliby Lender, an update to any existing Site Ass®nt for any Project, to assess the
presence or absence of any Hazardous Materialthargbtential costs in connection with abatemdasroup or removal of any
Hazardous Materials found on, under, at or withichsProject. Borrower shall pay the cost of no ntbes one such Site Assessment or
update for each Project in any twelve (12)-monthigok unless Lender’s request for a Site Assessisdrdsed on either information
provided under Section 5.2(1), a reasonable suspimi Hazardous Materials at or near a Projecteadh of representations under
Section 5.1, or an Event of Default, in which casg such Site Assessment or update shall be abBeris expense.

4 Within 120 days after the Closing D&errower shall cause to be prepared by environalemgineers approved
by Lender, and shall deliver to Lender, Operatiang Maintenance Programs (collectively, ti@&M Programs ") for the removal or
encapsulation of, or other action for handling,essbs-containing materials at the Projects refagion_Schedule 1.1(BRnown as
“1019 Norwood, MA,” “1206 Waltham, MA,” 1073 Arvad€0,” “1075 Thornton, CO”, “1076 Westminster, CO1'195 Lanham,

MD,” “1197 Morrisville, PA” and “1198 Philadelphi&A” (collectively, the “O&M Projects ™). Borrower shall immediately
implement the O&M Programs. Prior to the commenagméany construction, rehabilitation, modificatior renovation at any O&M
Project, including any such work which requires tbmoval of any materials or improvements of amdkin connection with the ceiling,
subflooring, floor tiles, baseboard, wall textypgge insulation and other portions of such Progecttaining asbestasntaining materia
(the “ACM -Related Work "), all ACM-Related Work shall be implemented ircacdance with the procedures and programs in the
0O&M Program for such Project and all applicable ggmvmental requirements. Each O&M Program and wesklting therefrom shall be
conducted by an accredited, licensed, abatemeirtambor using state-of-the-art work practices aratpdures and shall include all
monitoring and project management performed bycanealited asbestos consultant. Borrower shall detiv Lender promptly when
available, copies of all reports, notices, subrsiftaermits, licenses, and certificates relatingrig O&M Program. For each O&M
Program, until all matters in such O&M Program hbeen satisfied, Borrower shall deliver to Lenaeror before the first day of each
Loan Year, evidence of an annual inspection byethgronmental engineers for the O&M Project covetexteby, addressing the status
of affected space requiring ACRelated Work or other action with respect to HaaasdMaterials. Borrower shall follow the procedt
of the O&M Programs with respect to any additioHakardous Materials revealed by any annual inspectill fees and expenses
incurred for all such inspections and review angrapal of any O&M Program shall be paid by Borrower

Section 5.3 Allocation of Risks and Indemnity . As between Borrower and Lender, and except asessly set forth below in
this Section 5.3, all risk of loss associated witim-compliance with Environmental Laws, or with ffresence of any Hazardous Material at,
upon, within, contiguous to or otherwise affectthg Projects, shall lie solely with Borrower. Acdiogly, except as expressly set forth below
in this Section 5.3, Borrower shall bear all rigksl costs associated with any loss (including asg in value attributable to Hazardous
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Materials), damage or liability therefrom, includiall costs of removal of Hazardous Materials tieotremediation required under this
Agreement. Borrower shall at all times indemnifgfehd and hold Lender harmless from and againsaadyall claims, suits, actions, debts,
damages, losses, liabilities, litigations, judgnsenharges, costs and expenses (including reasooasts of defense), of any nature whatsoever
proffered or incurred by Lender, whether as morégagr beneficiary under the Mortgages, as mortgagpessession, or as successor-in-
interest to Borrower or the Subsidiaries by foreale deed or deed in lieu of foreclosure, and wdrdthsed in contract, tort, implied or express
warranty, strict liability, criminal or civil stata or common law, including those arising from jibiat, concurrent or comparative negligence of
Lender, under or on account of the Environmentald,ancluding the assertion of any lien thereundath respect to: (1) a breach of any
representation, warranty or covenant of Borrowertaimed in this Article 5; (2) any acts performegdlender pursuant to the provisions of this
Article 5; (3) any discharge of Hazardous Materitlie threat of discharge of any Hazardous Matedathe storage or presence of any
Hazardous Materials affecting any Project whethrerat the same originates or emanates from a Rrojeany contiguous real estate, including
any loss of value of any Project as a result offtihegoing; (4) any costs of removal or remediaicacincurred by the United States
Government or any costs incurred by any other Persalamages from injury to, destruction of, orslo$ natural resources including
reasonable costs of assessing such injury, destnuat loss incurred pursuant to any Environmebgals; (5) liability for personal injury or
property damage arising under any statutory or comtaw tort theory, including without limitation deges assessed for the maintenance of a
public or private nuisance or for the carrying dram abnormally dangerous activity at, upon, uraterithin any Project; and/or (6) any other
environmental matter affecting any Project withie jurisdiction of the Environmental Protection Agg, any other federal agency or any state
or local environmental agency. The foregoing ndtatianding, Borrower shall not be liable under tredoing indemnification to the extent

any such loss, liability, damage, claim, cost quemse results solely from Lender’s gross negligemeeillful misconduct. Borrower’s
obligations under this Article 5 shall arise upba tiscovery of the presence of any Hazardous Mgterhether or not the Environmental
Protection Agency, any other federal agency orstate or local environmental agency has takenreatbhned any action in connection with
presence of any Hazardous Materials and whetheotathe existence of any such Hazardous Materipbtential liability on account thereof is
disclosed in any Site Assessment, and shall caatirmtwithstanding the repayment of the Loan ortaauysfer or sale of any right, title and
interest in the Projects (by foreclosure, deedein df foreclosure or otherwise). Notwithstandihg foregoing, subject to the conditions
specified below in this Section 5.3, Borrower simalt be liable under this Section 5.3 for such md#ied matters directly created or arising
from events or conditions caused or created by eendth respect to any Project and first existiftgralender acquires title to such Project by
foreclosure or acceptance of a deed in lieu thetmdfonly if (a) Borrower delivers to Lender amnt site assessment evidencing the presence
of no Hazardous Materials on such Project and alation of any Environmental Laws with respecttls Project not more than ninety (90)
days and not less than thirty (30) days prior ttier@nd (b) such loss, liability, damage, clainstaar expense does not directly or indirectly
arise from or relate to any release of or exposueny Hazardous Material (including personal injor damage to property), non-compliance
with any Environmental Laws, or remediation exigtor occurring prior to the date Lender acquirds to such Project.
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Section 5.4 Lender’s Right to Protect Collateral. If (1) any discharge of Hazardous Materialsherthreat of a discharge of
Hazardous Material affecting any Project occursethér originating or emanating from such Projecmy contiguous real estate, and/or
(2) Borrower or any Subsidiary fails to comply withy Environmental Laws or related regulations,degrmay at its election, but without the
obligation so to do, give such notices and/or causd work to be performed at the affected Prgjadior take any and all other actions as
Lender shall deem necessary or advisable in oodalbate the discharge of any Hazardous Materiapve the Hazardous Material or cure
Borrower’s or such Subsidiary’s noncompliance.

Section 5.5 No Waiver . Notwithstanding any provision in this Article b @sewhere in the Loan Documents, or any rights or
remedies granted by the Loan Documents, Lender miotesaive and expressly reserves all rights ame:fis now or hereafter accruing to
Lender under any “security interest” or “securegditor” exception under applicable Environmentaliaas the same may be amended. No
action taken by Lender pursuant to the Loan Docusngmall be deemed or construed to be a waiveslioquishment of any such rights or
benefits under any “security interest exception.”

ARTICLE 6

LEASING MATTERS

Section 6.1 Representations and Warranties on LeasesBorrower represents and warrants to Lender veiipect to leases of
each Project that: (1) the rent roll delivered emder is true and correct, and the leases are aatldn full force and effect; (2) the leases
(including amendments) are in writing, and theeerar oral agreements with respect thereto; (3¢tipges of the leases delivered to Lender are
true and complete; (4) neither the landlord norertban (i) five percent (5 %) of the self-storageants at any one Project and (ii) five percent
(5%) of all self-storage tenants at all Projectsiardefault under any of the leases; (5) no retadffice tenant is in default under any of the
leases which would represent more than five per®n) of the Operating Revenues of any one Prajetite Projects in aggregate;

(6) Borrower has no knowledge of any notice of teation or default with respect to any retail oficg lease which would represent more than
five percent (5%) of the Operating Revenues of@my Project or the Projects in aggregate (exceptbster-Miller has given notice that it is
terminating the Foster-Miller Lease); (7) Borroviras not assigned or pledged any of the leasesetit® or any interests therein except to
Lender; (8) no tenant or other party has an opgtigourchase all or any portion of any Project;r(@)retail or office tenant has the right to
terminate its lease prior to expiration of theestiaierm of such lease; (10) not more than five gr{5%) of the self-storage tenants at any
Project has prepaid more than one month’s rendvaace (except for bona fide security depositamekcess of an amount equal to two
month’s rent), and no self-storage tenants haveglemore than twelve month’s rent in advance; ¢(id)etail or office tenant has prepaid

more than one month’s rent in advance (exceptdoalfide security deposits not in excess of an arequal to two montls'rent); and (12) ¢
existing retail and office leases are subordinatité¢ applicable Mortgages either pursuant to tteeims or a recorded subordination agreement,
or are month-to-month leases.
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Section 6.2 Standard Lease Form; Approval Rights. Except as provided below, all future leases ahdraental arrangemer
shall in all respects be approved by Lender anll bhan a standard lease form provided to Lend#r mo material modifications (except as
approved by Lender). Except as provided belowseddlil and office leases and other rental arrangesrsghall in all respects be approved by
Lender and shall be on a standard lease form apgroy Lender with no material modifications (excapiapproved by Lender). Lender her
approves of the Borrower’s current standard foronsélfstorage leases and office/retail leases which baea provided to Lender. Retail &
office lease forms shall provide that the tenasallsittorn to Lender, and that any cancellatiomfender, or amendment of such lease without
the prior written consent of Lender shall be voiddty Lender. Borrower shall, and shall cause éadbsidiary to, hold, in trust, all tenant
security deposits related to Borrower’s and sudbsliary’s Project(s) in the manner required byabgplicable leases and applicable law.
Within ten (10) days after Lender’s request, Borowhall furnish to Lender a statement of all tésacurity deposits, copies of all retail and
office leases not previously delivered to Lendeat arcurrent rent roll for each Project, each dediby Borrower as being true and correct.
Notwithstanding anything contained in the Loan Duoeuts, Lend¢s approval shall not be required for future sétfrage leases or sedforage
lease extensions at a Project if there exists remEof Default. Notwithstanding anything contairiedhe Loan Documents, Lender’s approval
shall not be required for future retail or offieabes or retail or office lease extensions at gétrif the following conditions are satisfied:

(1) there exists no Potential Default or Event efduilt; (2) the lease is on the standard lease &ppnoved by Lender with no material
modifications (except as approved by Lender, syghi@val not to be unreasonably withheld or delay&))the lease does not conflict with ¢
restrictive covenant affecting the Project or athyeo lease for space in the Project; and (4) tasdéd premises, when combined with all other
space in the Project leased to the same tenamtyokféiliate thereof, are not greater than 5,006table square feet, and the lease term is at
36 months (but not more than 60 months).

Section 6.3 Covenants. Borrower shall, and shall cause each Subsid@r{l) perform the obligations which Borrower ocku
Subsidiary is required to perform under the leagsenforce the obligations to be performed bytdrants under (i) self-storage leases to the
extent customary in the ordinary course of Borrdsvbusiness consistent with prudent property mamege practices and (i) retail and office
leases; (3) promptly furnish to Lender any noti€default or termination received by Borrower oy &ubsidiary from, or given by Borrower
or any Subsidiary to, any retail or office tenantass such lease is for less than 1,000 rentableredeet; (4) not collect any rents from the self-
storage tenants at any Project for more than t(@® days in advance of the time when the samki lsdeome due, except for bona fide
security deposits not in excess of an amount eigualo months rent, and provided that the aggregegpaid rents collected for more than one
month in advance for any Project shall not excéezglgercent (5%) of the annualized gross reventmes such Project; (5) not collect any rents
from retail or office tenants for more than thi(80) days in advance of the time when the samé lseabme due, except for bona fide security
deposits not in excess of an amount equal to twatlhsarent; (6) not enter into any ground lease aster lease of any part of any Project;
(7) not further assign or encumber any lease; ¢8)except with Lendes’ prior written consent, cancel or accept surrendégrmination of an
retail or office lease of not less than 1,000 relet@quare feet at any Project except in the ordioaurse of business, consistent with prudent
property management practices; and (9) not, exsgptLender’s prior written consent,
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modify or amend any retail or office lease (exdeptnon-material modifications and amendments ewténto in the ordinary course of
business, consistent with prudent property managepractices for the particular property type, affécting the economic terms of the lease)
of not less than 1,000 rentable square feet aPaojgct, and any action in violation of clauses (8), (8), and (9) of this Section 6.3 shall be
void at the election of Lender.

Section 6.4 Tenant Estoppels. At Lenders request, Borrower shall use commercially readenafforts to obtain and furnish
Lender, written estoppels in form and substanceameably satisfactory to Lender, executed by selfagfe tenants under any “corporate” or
master leases of any part of any Project and layi matd office tenants under any leases of anygfaaty Project accounting for more than ten
percent (10%) of the net rentable square footageici Project and by retail and office tenants uadg leases of any part of any Project in
excess of 5,000 square feet, and confirming tha,teznt, and other provisions and matters relatirtie leases.

Section 6.5 Project Information . The information in Schedule 1.1(Bjereof with respect to each Project is correct.

ARTICLE 7

FINANCIAL REPORTING

Section 7.1 Financial Statements.

(1) Monthly Reports . Within thirty (30) days after the end of eachecalar month, Borrower shall furnish to Lender,
on a Project-by-Project basis, a current (as ot#lendar month just ended) balance sheet, a eld@twjilerating statement (showing
monthly activity and year-tdate) stating Operating Revenues, Operating Exgearseét Net Cash Flow for the calendar month jusedy
an updated rent roll for each Project, and, asestga by Lender, a written statement setting fanyy variance from the annual budget, a
general ledger, copies of bank statements and tesakciliations and other documentation supportireginformation disclosed in the
most recent financial statements.

(2) Annual Reports . Within ninety (90) days after the end of Borrolgdiscal years, Borrower shall furnish to Len
on a Project-by-Project basis, a current (as oetiteof such fiscal year) balance sheet, a detajpedating statement stating Operating
Revenues, Operating Expenses and Net Cash Flogatdr of Borrower and each Project, and, if requinedlender at any time after an
Event of Default has occurred (even if such Evémefault is subsequently waived by Lender in dfediscretion), prepared on a
review basis and certified by an independent pudiimuntant satisfactory to Lender, provided thaiich event Borrower shall have an
additional sixty (60) days to deliver such certifinancial statements.

3) Certification: Supporting Documentation . Each such financial statement shall be in scopedatail satisfactory
to Lender and certified by the chief financial regentative of Borrower.
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4) Tax Returns . Borrower shall furnish to Lender copies of Boresig and each Subsidiary’s filed federal, state and
(if applicable) local income tax returns for eaakable year (with all forms and supporting scheslaktached) within thirty (30) days
after filing. Alternatively, if Borrower and eachuBsidiary are included in a consolidated tax repursuant to applicable tax law,
delivery of such consolidated tax statements (aitfiorms and supporting schedules attached) witiily (30) days after filing shall
satisfy this requirement.

Section 7.2 Accounting Principles. All financial statements shall be prepared inoadance with generally accepted accounting
principles, consistently applied from year to ydfthe financial statements are prepared on aruatbasis, such statements shall be
accompanied by a reconciliation to cash basis atawuprinciples.

Section 7.3 Other Information . Borrower shall deliver to Lender such additioimfbrmation regarding Borrower, the
Subsidiaries, its business, any Borrower Party,thadProjects within thirty (30) days after Lendenréquest therefor.

Section 7.4 Annual Budget . Borrower shall provide to Lender its proposeduaircapital improvements budget for each Prc
for each fiscal year for Lender’s review and apptpwhich approval shall not be unreasonably witthhend Borrower shall provide to Lender
its proposed annual operating budget for each &réje such fiscal year for Lendsrieview. Both such budgets shall be provided wittinety
(90) days after the commencement of each fiscal yea

Section 7.5 Audits . Lender’s employees and third party consultanddl &te entitled to perform such financial investigas and
audits of Borrower’s and each Subsidiary’s books i@tords as Lender shall deem necessary. Borravadirreimburse Lender for the costs of
(i) one financial audit of Borrower, the Subsidéariand all Projects per Loan Year, (ii) any finahaudits required in connection with
determining the Debt Service Coverage in accordavittethis Agreement, and (iii) any additional fir@al audits performed while any Event
of Default exists. Borrower shall permit Lender drehders agents and consultants to examine such recardksland papers of Borrower ¢
each Subsidiary which reflect upon its financiahdition, the income and expenses relative to tiogePts and the representations set forth in
Article 9. Borrower authorizes Lender to communrécdirectly with Borrower’s and each Subsidiary’dépendent certified public accountants;
provided that Borrower shall have the right to jgpate in all communications with such accountaatsl Borrower agrees to not impair,
impede or delay such communications. Borrower aighs such accountants to disclose to Lender adyahiinancial statements and other
supporting financial documents and schedules, dicicopies of any management letter, with resfretite business, financial condition and
other affairs of Borrower and each Subsidiary.
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ARTICLE 8
COVENANTS
Borrower covenants and agrees with Lender as fallow

Section 8.1 Due on Sale and Encumbrance; Transfers of Interestswithout the prior written consent of Lender,

(1) Except as permitted under Section 2.8, no Trarssfall occur or be permitted, nor shall Borrowereeimto any
easement or other agreement granting rights iesiricting the use or development of any Projeut; a

(2) no Transfer shall occur or be permitted alone dhéaggregate which would (a) cause Borrower &s€¢o own
one hundred percent (100%) of the beneficial istsran the Non-New Jersey Subsidiaries and the Nen-Jersey Projects, (b) cause
either Borrower or ESP 7 to cease to own one huhpeecent (100%) of the beneficial interests inNtesv Jersey Subsidiaries and the
New Jersey Projects, (c) cause either (i) ESPce#ése to own one hundred percent of the ownenstépests in Borrower, or (ii) Extra
Space Storage LLC, a Delaware limited liability gany (“ESS”) to cease to own one hundred percent of the ostigiinterests in
Borrower, (d) cause ESS to own less than (i) fifye percent (51%) of the ownership interests in E®P(ii) one hundred percent
(100%) of the ownership interests in the generghea of ESP 7 (unless (A) ESS directly owns 10G%he ownership interests in
Borrower under subsection (c)(ii) above and (B) ES® longer directly owns any membership inteiresiny New Jersey Subsidiary
that owns any Project serving as Collateral), &jse ESS to cease to be wholly-owned and contrbifedlimited partnership (the “
REIT OP ") functioning as the REIT’s (as defined below) ogdeng partnership, (f) cause either Extra Spaceddament, Inc. (so long
as Extra Space Management, Inc. remains a QuaMgsthger), or a Qualified Manager (defined beldw)ease to be associated with
and directly involved with day to day operationatiananagement responsibilities for the businesseoREIT OP, ESS and Borrower or
(g) result in a new general partner, member ortéichpartner having the ability to control the affadf Borrower or ESP 7 being admit
to or created in Borrower or ESP 7 (or result ig aristing general partner or member or controllingted partner withdrawing from
Borrower or ESP 7).

As used in this Agreement Transfer ” shall mean any direct or indirect sale, transtenveyance, installment sale, master
lease, mortgage, pledge, encumbrance, grant ofdriether interest, license, lease, alienationssigmment, whether voluntary or involuntary,
of all or any portion of the direct or indirect Egr beneficial ownership of, or any interesta) ény Project or any part thereof or (b) Borro
or ESP 7, including any agreement to transfer ded¢e another Person any voting, management opeaglrights, or any other rights,
appurtenant to any such legal or beneficial owriprahother interest. “Transfer” is specificallytémded to include any pledge or assignment,
directly or indirectly, of a controlling interest Borrower or ESP 7 or any of either’s generalmartcontrolling limited partner or controlling
member for purposes of securin¢-called“mezzanin” indebtednes¢ Transfe” shall not
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include (i) the leasing of individual units withamy Project so long as Borrower complies with the/jsions of the Loan Documents relating
such leasing activity; or (ii) the transfer of lied partner or non-managing member interests in $688ng as the transfer does not violate the
provisions of Sections 8.1(2), and does not vidllageprovisions of Article 9. As used in this SentB.9, “control ", and the correlative terms “
controlled by ” and “ controlling ”, shall mean the possession, directly or indisgaif the power to direct or cause the directiomhef
management and policies of the business and affathe entity in question by reason of ownersHipeneficial interests, by contract or
otherwise. As used hereinQualified Manager ” shall mean a reputable and experienced owneratqredeveloper or manager of Class “A”
or “B” self-storage facilities that (1) has at leten (10) years experience in the ownership, dperadevelopment or management of Class “A”
or “B” self-storage facilities, (2) is the owneperator, developer or manager of self-storageifi@silcontaining, in the aggregate, not less than
2,000,000 rentable square feet, and (3) is notyatidn the last seven (7) years has not, beemstibgect of a bankruptcy proceeding. As used
herein, “REIT " shall mean Extra Space Storage Inc., or any ssacecorporation which has one or more classelares or other ownership
interests that are registered with the SecuritiehBnge Commission and are publicly traded on iamatsecurities exchange or in the over-
the-counter securities market.

Without limiting the foregoing, Borrower further s that it will require each Person that proptedecome a partner, member
or shareholder (each such Person, artérest Holder ") in Borrower after the Closing Date to sign arediger to Borrower, within thirty (30)
days after such transfer (and Borrower shall deliwd_ender promptly after receipt), a certificateecuted by a duly authorized officer of the
new Interest Holder containing representationsyaveies and covenants substantially the same agphesentations, warranties and covenants
provided by Borrower in Article 9 hereof.

Section 8.2 Taxes; Charges Borrower shall pay (or cause the Subsidiarigsaly) before any fine, penalty, interest or cost may
be added thereto, and shall not enter into (or piemny Subsidiary to enter into) any agreementefed any real estate taxes and assessments,
franchise taxes and charges, and other governmardeges that may become a Lien upon any Projdm¢@yme payable during the term of the
Loan, and will promptly furnish Lender with evidenof such payment; however, Borrower’'s compliandé ®Bection 3.4 of this Agreement
relating to impounds for taxes and assessmentk slidl respect to payment of such taxes and assa#s, be deemed compliance with this
Section 8.2. Borrower shall not, and shall not geamy Subsidiary to, suffer or permit the joinsassment of any Project with any other real
property constituting a separate tax lot or witly ather real or personal property. Borrower stalishall cause each Subsidiary to, pay when
due all claims and demands of mechanics, materigltaborers and others which, if unpaid, might keisua Lien on Borrower’s or such
Subsidiary’s Project; however, Borrower or any Sdibsy, as applicable, may contest the validityso€h claims and demands so long as
(1) Borrower notifies Lender that Borrower or siiilibsidiary intends to contest such claim or dem@@jdBorrower or such Subsidiary
provides Lender with an indemnity, bond or othenusity satisfactory to Lender (including an endons@t to the Title Insurance Policies
insuring against such claim or demand) assuringlitbeharge of Borrower or such Subsidiary’s oblgyas for such claims and demands,
including interest and penalties, and (3) Borroaesuch Subsidiary is diligently contesting the edm appropriate legal proceedings in good
faith and at its own expense and
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concludes such contest prior to the tenth (10tl)mtaceding the earlier to occur of the Maturityt®ar the date on which the applicable
Project is scheduled to be sold for non-payment.

Section 8.3 Control; Management . Without the prior written consent of Lender, #ashall be no change in the day-to-day
control and management of Borrower or Borrower'sagal partner or managing member, and no changieinrespective organizational
documents relating to control over Borrower, Boreo\w general partner or managing member and/oPaaject. Borrower shall not, nor shall
Borrower permit any Subsidiary to, enter into, terate, replace or appoint any property manageeroninate or amend the property
management agreement in any material respect foPesject without Lender’s prior written approvAhy change in ownership or control of a
property manager shall be cause for Lender to peesye such property manager and its property manegeagreement. Each property
manager shall hold and maintain all necessary $iegncertifications and permits required by lawrr8eer shall fully perform all of its
covenants, agreements and obligations under apegsomanagement agreement to which it is a pBdyrower shall cause each Subsidiar
fully perform all of its covenants, agreements abtigations under any property management agreetaemhich Subsidiary is a party.
Notwithstanding anything to the contrary in this@en 8.3, changes in the individual officers améctors and managers of the REIT anc
subsidiaries shall be permitted without the consémender so long as such entities maintain thigitus as Qualified Managers.

Section 8.4 Operation; Maintenance; Inspection. Borrower shall, and shall cause each Subsid@rgliserve and comply
with all legal requirements applicable to its esigte and to the ownership, use and operation drbjects. Borrower shall, and shall cause the
Subsidiaries to, maintain the Projects in good @¢@rdand promptly repair any damage or casualtyrr@ver shall not, and shall not permit
Subsidiary to, without the prior written consent.ehder, undertake any material alteration of arojeet or permit any of the fixtures or
personalty owned by Borrower or any Subsidiarygadmoved at any time from any Project, unlesseéh@ved item is removed temporarily
for maintenance and repair or, if removed permaypgistobsolete and is replaced by an article afatgr better suitability and value, owned
Borrower or such Subsidiary and free and cleangflaens except those in favor of Lender. Borrosfeall, and shall cause the Subsidiaries to,
permit Lender and its agents, representatives andogees, upon reasonable prior notice to Borroteeinspect the Projects and conduct such
environmental and engineering studies as Lenderrewyire, provided such inspections and studiesadanaterially interfere with the use and
operation of the Projects. Notwithstanding the dmiag, Borrower and its Subsidiaries shall be p#adito convert any or all of the existing
office, retail or industrial space at the “1073 Ada, CO” Project or the “1206 Waltham, MA” Projsztself storage uses, or to otherwise build
out such existing spaces for future tenants; peavithat such activities do not violate other priovris of this Agreement, including without
limitation prohibitions against Liens and other Reb

Section 8.5 Taxes on Security. Borrower shall pay all taxes, charges, filingyisération and recording fees, excises and levies
payable with respect to the Note or the Liens extar secured by the Loan Documents, other thamiec¢ franchise and doing business taxes
imposed on Lender. If there shall be enacted amy(13 deducting all or a portion of the Loan frone tvalue of any Project for the purpose of
taxation, (2) affecting any Lien on any Project(®rchanging existing laws of taxation of mortgag#eeds of trust, security deeds, or
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debts secured by real property, or changing theneraof collecting any such taxes, Borrower shasihpptly pay to Lender, on demand, all
taxes, costs and charges for which Lender is orlmediable as a result thereof; however, if sugmpent would be prohibited by law or would
render the Loan usurious, then instead of collgctitch payment, Lender may declare all amountsgwiirer the Loan Documents to be
immediately due and payable.

Section 8.6 Legal Existence; Name, Etc Borrower shall, and shall cause each Subsid@rgreserve and keep in full force
effect its existence as, and at all times opersita &ingle Purpose Entity. Borrower and each géipartner or managing member in Borrower
shall, and shall cause each Subsidiary to, preserdeeep in full force and effect its entity sttiranchises, rights and privileges under the
laws of the state of its formation, and all qualifions, licenses and permits applicable to theevsinp, use and operation of the Projects.
Neither Borrower, ESP 7 nor any general partnenanaging member of Borrower or ESP 7 shall windigpjdate, dissolve, reorganiz
merge, or consolidate with or into any Person,esnmt any Subsidiary or Affiliate of Borrower or BY to do so. Without limiting the
foregoing, neither Borrower nor ESP 7 shall, naliséither permit any Subsidiary to, reincorporateeorganize itself under the laws of any
jurisdiction other than the jurisdiction in whidhis incorporated or organized as of the ClosingeDBorrower, ESP 7 and each general pal
or managing member in Borrower and ESP 7 shallstiadl cause each Subsidiary to, conduct busirmggsmits own name and shall not
change its name, identity, organizational strugtstate of formation or the location of its chigkeutive office or principal place of business
unless Borrower (1) shall have obtained the priott@n consent of Lender to such change, and (&) bhve taken all actions necessary or
requested by Lender to file or amend any finanstagement or continuation statement to assureqignfeand continuation of perfection of
security interests under the Loan Documents. Bagraamd ESP 7 (and each general partner or managgntgoer in Borrower and ESP 7, if
any) shall, and shall cause each Subsidiary toptaaiits separateness as an entity, including taiaimg separate books, records, and accc
and observing corporate and partnership formalitidspendent of any other entity, shall pay itdgdilons with its own funds and shall not
commingle funds or assets with those of any othétye If Borrower or any Subsidiary does not haweorganizational identification number
and later obtains one, Borrower shall promptly fydtender of such organizational identification noen.

Section 8.7 Affiliate Transactions . Without the prior written consent of Lender, Baer, ESP 7 and the Subsidiaries shall
engage in any transaction affecting any Projedt ait Affiliate of Borrower or of any Borrower Pagycept for transactions for which (i) the
terms are commercially reasonable and competititte amounts that would be paid to or received fthird parties on an “arm’s lengthvasis
(i) the terms are reduced to a writing coverinighadterial aspects of such arrangement, and lfi@)agreement is terminable without cause by
Borrower, ESP 7, Subsidiary or, after the occureenican Event of Default, Lender, without penaltyfe®, upon no more than thirty (30) days’
prior written notice.

Section 8.8 Limitation on Other Debt . Borrower (and each general partner or managinglmee in Borrower, if any) shall n
without the prior written consent of Lender, (1¢um any Debt other than the Loan and (2) permitStlsidiaries to incur any Debt other than
their obligations under the Mortgages and custortrade payables which are payable, and shall ik pgthin sixty (60) days of when
incurred.
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Section 8.9 Further Assurances. Borrower shall promptly (1) cure, or cause thprapriate Borrower Party to cure, any
defects in the execution and delivery of the Loaiments, (2) provide, and to cause each Borroary o provide, Lender such additional
information and documentation on Borrower’s andheBorrower Party’s legal or beneficial ownershipligies, procedures and sources of
funds as Lender deems necessary or prudent toeeshabtler to comply with Anti-Money Laundering Laas now in existence or hereafter
amended, and (3) execute and deliver, or cause éxécuted and delivered, all such other documagteements and instruments as Lender
may reasonably request to further evidence and fotiyedescribe the collateral for the Loan, tommt any omissions in the Loan Documents,
to perfect, protect or preserve any Liens createtbuany of the Loan Documents, or to make anyrdaegs, file any notices, or obtain any
consents, as may be necessary or appropriate irection therewith. From time to time upon the weritrequest of Lender, Borrower shall
deliver to Lender a schedule of the name, legalidieraddress and jurisdiction of organizatiorafiplicable, for each Borrower Party and €
holder of a direct legal interest in Borrower orfFER

Section 8.10 Estoppel Certificates. Borrower, within ten (10) days after request lishanish to Lender a written statement,
duly acknowledged, setting forth the amount du¢henLoan, the terms of payment of the Loan, the tatvhich interest has been paid,
whether any offsets or defenses exist against tlae land, if any are alleged to exist, the natueeethf in detail, and such other matters as
Lender reasonably may request.

Section 8.11 Notice of Certain Events. Borrower shall promptly notify Lender of (1) anytBotial Default or Event of
Default, together with a detailed statement ofdteps being taken to cure such Potential Defauiveint of Default; (2) any notice of default
received by Borrower or any Subsidiary under otii#igations relating to any Project or otherwisetenial to Borrower’s or any Subsidiary’s
business; and (3) any threatened or pending lgghgtial or regulatory proceedings, including angpdite between Borrower or any Subsidiary
and any governmental authority, affecting Borrovegry Subsidiary or any Project in any material eesp

Section 8.12 Indemnification . Except for matters caused by Lender’s gross negtiger willful misconduct, Borrower shall
indemnify, defend and hold Lender harmless from against any and all losses, liabilities, clainmndges, expenses, obligations, penalties,
actions, judgments, suits, costs and disbursen(iercisiding the reasonable fees and actual expeasfdssnder’s counsel) of any kind or nature
whatsoever, including those arising from the joautncurrent, or comparative negligence of Lendeconnection with (1) any inspection,
review or testing of or with respect to the Prage€®) any investigative, administrative, mediatiarbitration, or judicial proceeding, whethe
not Lender is designated a party thereto, commeac#tteatened at any time (including after theagepent of the Loan) in any way related to
the execution, delivery or performance of any LBertument or to any Project, (3) any proceedingtinstd by any Person claiming a Lien,
and (4) any brokerage commissions or finder’s fdaisned by any broker or other party in connectigth the Loan, any Project, or any of the
transactions contemplated in the Loan Documentepxo the extent any of the foregoing is causeteémnder’s gross negligence or willful
misconduct.
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Section 8.13 Application of Operating Revenues. All Operating Revenues shall be applied to thengent of Debt Service
and other payments due under the Loan Documeness,tassessments, water charges, sewer rentsterdjovernmental charges levied,
assessed or imposed against the Projects, insupagieéums, operations and maintenance chargeingelatthe Projects, and other obligations
of the lessor under leases of space at each Brbgfore using Operating Revenues for any othgrgae.

Section 8.14 Representations and Warranties Borrower will cause all representations and waties to remain true and
correct all times while any portion of the Loan géns outstanding.

Section 8.15 Immediate Repairs. Within six (6) months after the Closing Date, Baver shall deliver to Lender evidence
reasonably satisfactory to Lender that Borrowerdwamspleted, Lien free and in accordance with applie Laws, the immediate repairs work
described in the table set forth_in Schedule &t %he designated Projects (as such work is margqularly described in the engineering
reports for such Projects prepared by Lender’s witenst(s) in connection with the Loan closing, epof which have been delivered to
Borrower).

Section 8.16 1206 Waltham, MA Lease. On or before July 31, 2008, Borrower shall eitfiedeliver to Lender evidence
reasonably satisfactory to Lender that Foster-Mdleone or more other tenants acceptable to Lelmalez leased the entirety of the space
currently covered by the Foster-Miller Lease thitoag)least October 31, 2013 (with no early ternmiamatights or options) at an annual base
rental rate of not less than $22.00 per squarefdiust percentage rent and other amounts equividehbse due under the Foster-Miller Lease
(and such lease or leases otherwise comply witltettmes of this Agreement), and each such tenanateepted possession of its leased
premises, has commenced paying rent, is not therwise in default under its lease, and has exdand delivered to Lender an estoppel
certificate, in form and substance satisfactorlyénder, confirming the foregoing matters and sutkeiomatters concerning such tenant and its
lease as Lender reasonably requires, or (ii) hAyedused the Project known as “1206 Waltham, M&Abe released from the Lien of the Loan
Documents in accordance with Section 2.8 aboveg(Bpddded one or more Additional Project(s) in ademce with Section 2.9 above which
have an aggregate Valuation Amount that equalsegexs the Valuation Amount of the “1206 Waltham®"NProject, and which would
increase the Debt Service Coverage to at leastllQbbased on an Applicable Margin of 2.05% arstiasng the outstanding Loan balance
equals the Maximum Commitment. Should Borrowertfaiatisfy the requirements set forth in eitheclafise (i) or (ii) above, Lender, in its
sole and absolute discretion, may decrease theatfaluAmount and the Underwritten NOI of the “128&ltham, MA” Project to exclude any
value or income attributable to retail or officeess

Section 8.17 Contribution Agreement . Without the prior written consent of Lender, Borevand the Subsidiaries shall not
amend, modify or terminate the Contribution Agreame
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ARTICLE 9

ANTI-MONEY LAUNDERING AND
INTERNATIONAL TRADE CONTROLS

Section 9.1 Compliance with International Trade Control Laws and OFAC Regulations. Borrower represents,
warrants and covenants to Lender that:

(1) It is not now nor shall it be at aime until after the Loan is fully repaid a Persoithwvhom a U.S. Person,
including a Financial Institution, is prohibitedfn transacting business of the type contemplatettiibyAgreement, whether such
prohibition arises under U.S. law, regulation, exae® orders and lists published by the OFAC (idatg those executive orders and lists
published by OFAC with respect to Specially DestgddNationals and Blocked Persons) or otherwise.

(2) No Borrower Party and no Person who®w direct interest in Borrower is now nor shalldh any time until
after the Loan is fully repaid a Person with whotd.&. Person, including a Financial Institutionpishibited from transacting business
of the type contemplated by this Agreement, wheslieh prohibition arises under U.S. law, regulagterecutive orders and lists
published by the OFAC (including those executiviéens and lists published by OFAC with respect tecigly Designated Nationals
and Blocked Persons) or otherwise.

Section 9.2 Borrower’s Funds. Borrower represents, warrants and covenantshdérethat:

(1) It has taken, and shall continue f@tantil after the Loan is fully repaid, such maasuas are required by le
to verify that the funds invested in the Borrowes derived (a) from transactions that do not vldtS. law nor, to the extent such ful
originate outside the United States, do not viotheelaws of the jurisdiction in which they origted; and (b) from permissible sources
under U.S. law and to the extent such funds ortgioatside the United States, under the laws ofuttiediction in which they originate

2 To the best of its knowledge, neitBerrower, nor any Borrower Party, nor any holdeadfirect interest in
Borrower, nor any Person providing funds to Borroyg is under investigation by any governmentahatrity for, or has been charged
with, or convicted of, money laundering, drug tigiing, terrorist-related activities, any crimesierhin the United States would be
predicate crimes to money laundering, or any viotabf any Anti-Money Laundering Laws; (b) has bessessed civil or criminal
penalties under any Anti-Money Laundering Laws; é)chas had any of its/his/her funds seized deftad in any action under any
Anti-Money Laundering Laws.

3) Borrower shall make payments on thariLasing funds invested in Borrower, Operating Reres or
insurance proceeds unless otherwise agreed togelke
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(4) Tothe best of Borrower’s knowledge, as of the @igPate and at all times during the term of thauh,call
Operating Revenues are and will be derived fronfuabusiness activities of Project tenants or ogexmissible sources under U.S. law.
Notwithstanding the foregoing, Borrower shall netib violation of this Section 9.2(4) if upon diseoy that Operating Revenues are
derived from the unlawful business activity of @ject tenant, or from any impermissible source udlS. law, Borrower takes
commercially reasonable steps to terminate or renoo\prohibit the same.

(5) During the term of the Loan and on the Maturity &@@&orrower will take reasonable steps to verift thunds
used to make payments on the Loan and to repdydtie in full (whether in connection with a refinaémg, asset sale or otherwise) are

from sources permissible under U.S. law and tcettient such funds originate outside the UnitedeStgtermissible under the laws of
jurisdiction in which they originated.

ARTICLE 10

EVENTS OF DEFAULT

Each of the following shall constitute an EvenDaffault under the Loan:

Section 10.1  Payments. Borrower’s failure to pay any regularly scheduiestallment of principal, interest or other amount
due under the Loan Documents within five (5) daysrahe date when due, or Borrower’s failure ty fflze Loan at the Maturity Date, whether
by acceleration or otherwise.

Section 10.2  Insurance. Borrower’s failure to maintain or cause any Sdlasy to maintain insurance as required under
Section 3.1 of this Agreement.

Section 10.3  Transfer . Any Transfer occurs in violation of Section 8fltlis Agreement.

Section 10.4  Covenants. Borrower’s failure to perform, observe or compligh any of the agreements, covenants or
provisions contained in this Agreement or in anyhef other Loan Documents, or any Borrower Paiffgilsire to perform observe or comply
with any of the agreements, covenants or provisgamgained in any of the other Loan Documents t@iwit is a party (in each case, other t
those agreements, covenants and provisions referreldewhere in this Article 10), and the contimeeof such failure for thirty (30) days af
notice by Lender to Borrower; however, subjectrig ghorter period for curing any failure by Borravee the applicable Borrower Party as
specified in any of the other Loan Documents, Beewoor the applicable Borrower Party shall havedditional sixty (60) days to cure such
failure if (1) such failure does not involve théldae to make payments on a monetary obligatiohs(#h failure cannot reasonably be cured
within thirty (30) days but, using reasonable dihige, is curable within such 60-day period; (3)rBaer or the applicable Borrower Party is
diligently undertaking to cure such default, angdBérrower or the applicable Borrower Party hasvited Lender with security reasonably
satisfactory to Lender against any
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interruption of payment or impairment of collateaal a result of such continuing failure. The no#ind cure provisions of this Section 10.4 do
not apply to the other Events of Default descrilvetthis Article 10 or to Borrower’s or any BorrowEarty’s failure to perform, observe or
comply with any of the agreements, covenants ovipians contained in Article 9 (for which no notiaad cure period shall apply).

Section 10.5  Representations and Warranties Any representation or warranty made in any Loacubnent proves to be
untrue in any material respect when made or deamaste.

Section 10.6 ~ Other Encumbrances. Any default under any document or instrumentepthan the Loan Documents,
evidencing or creating a Lien on any Project or past thereof.

Section 10.7  Involuntary Bankruptcy or Other Proceeding . Commencement of an involuntary case or othergeding
against Borrower, any Borrower Party or any othensBn having an ownership or security intereshinRroject (each, aBankruptcy Party
") which seeks liquidation, reorganization or othelief with respect to it or its Debts or othextilities under any bankruptcy, insolvency or
other similar law now or hereafter in effect orlsethe appointment of a trustee, receiver, liqudatustodian or other similar official of it or
any of its property, and such involuntary casetbeoproceeding shall remain undismissed or undtéyrea period of sixty (60) days; or an
order for relief against a Bankruptcy Party shalldmtered in any such case under the Federal BatokrGode.

Section 10.8  Voluntary Petitions, Etc. Commencement by a Bankruptcy Party of a voluntage®r other proceeding
seeking liquidation, reorganization or other religth respect to itself or its Debts or other lidk@s under any bankruptcy, insolvency or other
similar law or seeking the appointment of a trusteeeiver, liquidator, custodian or other simid#icial for it or any of its property, or consent
by a Bankruptcy Party to any such relief or toadppointment of or taking possession by any sudhiaffin an involuntary case or other
proceeding commenced against it, or the making Bsirekruptcy Party of a general assignment for #eefit of creditors, or the failure by a
Bankruptcy Party, or the admission by a Bankrutayty in writing of its inability, to pay its debgenerally as they become due, or any action
by a Bankruptcy Party to authorize or effect anyhef foregoing.

Section 10.9  Joinder . Any Joinder Party’s failure to timely perform,sgsve or comply with any of the agreements,
covenants or provisions contained in the Joindegtbe

ARTICLE 11
REMEDIES
Section 11.1  Remedies Insolvency Events. Upon the occurrence of any Event of Default dbscrin Section 10.7 or 10.8,
the obligations of Lender to advance amounts hefeushall immediately terminate, and all amounts dunder the Loan Documents

immediately shall become due and payable, all witheitten notice and without presentment, demandtest, notice of protest or dishonor,
notice of intent to accelerate the maturity thereof
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notice of acceleration of the maturity thereofaay other notice of default of any kind, all of whiare hereby expressly waived by Borrower;
however, if the Bankruptcy Party under Section 19.70.8 is other than Borrower, then all amounts dnder the Loan Documents shall
become immediately due and payable at Lender'siefedn Lender’s sole discretion.

Section 11.2  Remedies Other Events. Except as set forth in Section 11.1 above, wénilg Event of Default exists, Lender
may (1) by written notice to Borrower, declare émtire Loan to be immediately due and payable witlppesentment, demand, protest, notice
of protest or dishonor, notice of intent to accaierthe maturity thereof, notice of acceleratiothef maturity thereof, or other notice of default
of any kind, all of which are hereby expressly veai\by Borrower, (2) terminate the obligation, ifyaof Lender to advance amounts hereur
and (3) exercise all rights and remedies therefidietthe Loan Documents and at law or in equity.

Section 11.3  Lender’s Right to Perform the Obligations. If Borrower or any Subsidiary shall fail, refuseneglect to mak
any payment or perform any act required by the Lbaouments, then while any Event of Default exiated without notice to or demand upon
Borrower or any Subsidiary and without waiving elelasing any other right, remedy or recourse Lendsr have because of such Event of
Default, Borrower (on its own behalf and of betaflthe Subsidiaries) agrees that Lender may (bait sbt be obligated to) make such
payment or perform such act for the account of 8ear or the applicable Subsidiary and at the expef8orrower, and shall have the righ
enter upon the Projects for such purpose and odHlsuch action thereon and with respect to tiogePts as it may deem necessary or
appropriate. If Lender shall elect to pay any swm @ith reference to any Project, Lender may dmseliance on any bill, statement or
assessment procured from the appropriate govermarenthority or other issuer thereof without indpdyinto the accuracy or validity thereof.
Similarly, in making any payments to protect thews#y intended to be created by the Loan Documergsder shall not be bound to inquire
into the validity of any apparent or threatenedeadg title, lien, encumbrance, claim or charge figefisaking an advance for the purpose of
preventing or removing the same. Borrower shakkmdify, defend and hold Lender harmless from arairesgj any and all losses, liabilities,
claims, damages, expenses, obligations, penadii¢ions, judgments, suits, costs or disbursemdraayokind or nature whatsoever, including
reasonable attorneys’ fees, incurred or accruingehgon of any acts performed by Lender pursuathiet@rovisions of this Section 11.3,
including those arising from the joint, concurremtcomparative negligence of Lender, except &salt of Lendess gross negligence or willf
misconduct. All sums paid by Lender pursuant te 8eéction 11.3 and all other sums expended by Ldndehich it shall be entitled to be
indemnified, together with interest thereon atElefault Rate from the date of such payment or edjpere until paid, shall constitute additions
to the Loan, shall be secured by the Loan Docunamisshall be paid by Borrower to Lender upon deman
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ARTICLE 12

MISCELLANEQOUS

Section 12.1 Notices. Any notice required or permitted to be given enthis Agreement shall be in writing and eithealshe
mailed by certified mail, postage prepaid, retigoeipt requested, or sent by overnight air coseevice, or personally delivered to a
representative of the receiving party, or sentdbgdopy or electronic mail (provided that for btgtecopy and electronic mail delivery, an
identical notice is also sent simultaneously bylnmaiernight courier or personal delivery as othieeaprovided in this Section 12.1). All such
notices shall be mailed, sent or delivered, adeckss the party for whom it is intended at its addrset forth below.

If to Borrower: ESP Seven Subsidiary LL
2795 East Cottonwood Parkway, Suite «
Salt Lake City, Utah 8412
Attention: David L. Rasmussen, General Cour
Telecopy: (801) 36!-4947
E-Mail: drasmussen@extraspace.c

If to Lender: General Electric Capital Corporati
c/o GE Real Estat
16479 Dallas Parkway, Suite 5
Addison, Texas 7500
Attention: Asset Manager/Extra Space Credit L
Telecopy: (972) 44°-2520
E-Mail: scot.florsheim@gecapital.co

Any notice so addressed and sent by United Stadéélsomovernight courier shall be deemed to be gioe the earliest of (1) when
actually delivered, (2) on the first Business Dé&gradeposit with an overnight air courier servioe(3) on the third Business Day after deposit
in the United States mail, postage prepaid, in €acle to the address of the intended addressespfeas otherwise provided in the Mortgag
Any notice so delivered in person shall be deerodzkbtgiven when receipted for by, or actually reegiby Lender or Borrower, as the case
may be. If given by telecopy, a notice shall bendeg given and received when the telecopy is trattednio the party’s telecopy number
specified above and confirmation of complete retcisipeceived by the transmitting party during nafiousiness hours or on the next Business
Day if not confirmed during normal business hoarg] an identical notice is also sent simultaneolrglynail, overnight courier, or personal
delivery as otherwise provided in this Section 1H.gjiven by electronic mail, a notice shall beeded given and received when the electronic
mail is transmitted to the recipient’s electroniaihaddress specified above and electronic confionaof receipt (either by reply from the
recipient or by automated response to a requesteiorery receipt) is received by the sending pdrtying normal business hours or on the next
Business Day if not confirmed during normal busglesurs, and an identical notice is also sent sanabusly by mail, overnight courier



personal delivery as otherwise provided in thisti®acl2.1. Except for telecopy and electronic mailices sent as expressly
described above, no notice hereunder shall beteféei€ sent or delivered by electronic means. &ith
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party may designate a change of address by writtéine to the other by giving at least ten (10)sdpsior written notice of such change of
address.

Section 12.2 Amendments and Waivers; ReferencesNo amendment or waiver of any provision of theah®ocuments shall
be effective unless in writing and signed by theypagainst whom enforcement is sought. This Agresinand the other Loan Documents shall
not be executed, entered into, altered, amendadpdified by electronic means. Without limiting tgenerality of the foregoing, the Borrower
and Lender hereby agree that the transactionsoptaged by this Agreement shall not be conductedlbgtronic means, except as specifically
set forth in Section 12.1 regarding notices. Arfgmence to a Loan Document, whether in this Agredroein any other Loan Document, shall
be deemed to be a reference to such Loan Docuraéniray hereafter from time to time be amendedifiesl, supplemented and restated in
accordance with the terms hereof.

Section 12.3 Limitation on Interest . It is the intention of the parties hereto to @nf strictly to applicable usury laws.
Accordingly, all agreements between Borrower anddeg with respect to the Loan are hereby expréssiied so that in no event, whether by
reason of acceleration of maturity or otherwisallsthe amount paid or agreed to be paid to Lendeharged by Lender for the use,
forbearance or detention of the money to be lerguraler or otherwise, exceed the maximum amouniwvel by law. If the Loan would be
usurious under applicable law, then, notwithstag@inything to the contrary in the Loan Documerit¥tlie aggregate of all consideration
which constitutes interest under applicable lawt thaontracted for, taken, reserved, charged agived under the Loan Documents shall ur
no circumstances exceed the maximum amount ofesit@tlowed by applicable law, and any excess Sieatiredited on the Note by the holder
thereof (or, if the Note has been paid in fullureded to Borrower); and (2) if maturity is accetethby reason of an election by Lender, or in
the event of any prepayment, then any consideratiioh constitutes interest may never include ntbam the maximum amount allowed by
applicable law. In such case, excess intereshyif provided for in the Loan Documents or otherwisghe extent permitted by applicable law,
shall be amortized, prorated, allocated and spireawl the date of advance until payment in full sattthe actual rate of interest is uniform
through the term hereof. If such amortization, ptimn, allocation and spreading is not permittedasrapplicable law, then such excess interest
shall be canceled automatically as of the dateic sicceleration or prepayment and, if theretopaid, shall be credited on the Note (or, if the
Note has been paid in full, refunded to Borrow&he terms and provisions of this Section 12.3 stwitrol and supersede every ot
provision of the Loan Documents. If at any time lgn@s of the United States of America permit Leniecontract for, take, reserve, charge or
receive a higher rate of interest than is allowg@plicable state law (whether such federal lainectly so provide or refer to the law of any
state), then such federal laws shall to such exfewérn as to the rate of interest which Lender oaytract for, take, reserve, charge or receive
under the Loan Documents.

Section 12.4 Invalid Provisions . If any provision of any Loan Document is heldmillegal, invalid or unenforceable, such
provision shall be fully severable; the Loan Docutseshall be construed and enforced as if suogailjénvalid or unenforceable provision had
never comprised a part thereof; the remaining jgioms thereof shall remain in full effect and simait be affected by the illegal, invalid, or
unenforceable provision or by its severance
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therefrom; and in lieu of such illegal, invalid wmenforceable provision there shall be added autoallg as a part of such Loan Document a
provision as similar in terms to such illegal, ifiar unenforceable provision as may be possibleet legal, valid and enforceable.

Section 12.5 Reimbursement of ExpensesExcept as expressly provided in Section 5.2(8) &&ction 7.5, Borrower shall pay
all costs and expenses incurred by Lender in cdiomrewith the negotiation, documentation, closidigbursement and administration of the
Loan (excluding the costs of any sale of an intarethe Loan under Section 12.11), including fard expenses of Lender’s attorneys and
Lender’s environmental, engineering, accounting @her consultants; fees, charges and taxes faetteeding or filing of Loan Documents;
financial investigation, audit and inspection fees costs; settlement of condemnation and casamaityds; title search costs, premiums for
insurance and endorsements thereto; and fees atslfooUCC and litigation searches and backgraimatks. Borrower shall, upon request,
promptly reimburse Lender for all amounts expena@elyanced or incurred by Lender to collect the Notdo enforce the rights of Lender
under this Agreement or any other Loan Documento alefend or assert the rights and claims of Lendder the Loan Documents or with
respect to the Projects (by litigation or othergadings), which amounts will include all courttspsittorneys’ fees and expenses, fees of
auditors and accountants, and investigation exgessenay be incurred by Lender in connection withsuch matters (whether or not
litigation is instituted), together with interedtthe Default Rate on each such amount from the dfadisbursement until the date of
reimbursement to Lender, all of which shall comséitpart of the Loan and shall be secured by thanlocuments.

Section 12.6 Approvals; Third Parties; Conditions . All rights retained or exercised by Lender toiegwor approve leases,
contracts, plans, studies and other matters, intuBlorrower’s and any other Person’s compliancd wie provisions of Article 9 and
compliance with laws applicable to Borrower, thejBcts or any other Person, are solely to facditagnder’s credit underwriting, and shall not
be deemed or construed as a determination thaterdrads passed on the adequacy thereof for any ptineose and may not be relied upon by
Borrower or any other Person. This Agreement igHersole and exclusive use of Lender and Borr@amdrmay not be enforced, nor relied
upon, by any Person other than Lender and Borrofdkeconditions of the obligations of Lender herelen, including the obligation to make
advances, are imposed solely and exclusively fbtnefit of Lender, its successors and assigasnamther Person shall have standing to
require satisfaction of such conditions or be kdtito assume that Lender will refuse to make adesiin the absence of strict compliance with
any or all of such conditions, and no other Pesdwall, under any circumstances, be deemed to keefibiary of such conditions, any and all
of which may be freely waived in whole or in paytlbender at any time in Lender’s sole discretion.

Section 12.7 Lender Not in Control; No Partnership . None of the covenants or other provisions coetiin this Agreement
shall, or shall be deemed to, give Lender the riglgower to exercise control over the affairs @nagement of Borrower, the power of Lender
being limited to the rights to exercise the remgdeferred to in the Loan Documents. The relatignbbtween Borrower and Lender is, and at
all times shall remain, solely that of debtor aneditor. No covenant or provision of the Loan Doe&nts is intended, nor shall it be deemed or
construed, to create a partnership, joint ventagency or common interest in profits or income leetwlLender and Borrower (or any
Subsidiary) or to create an equity interest in the
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Projects in Lender. Lender neither undertakes asames any responsibility or duty to Borrower h® Subsidiaries or to any other Person
respect to the Projects or the Loan, except asesspyr provided in the Loan Documents; and notwdtiding any other provision of the Loan
Documents: (1) Lender is not, and shall not be waed as, a partner, joint venturer, alter ego,agan, controlling person or other business
associate or participant of any kind of Borroweitsistockholders, members, partners or Subsidiamel Lender does not intend to ever
assume such status; (2) Lender shall in no evelialble for any Debts, expenses or losses incusreslistained by Borrower or any Subsidiary;
and (3) Lender shall not be deemed responsiblerfarparticipant in any acts, omissions or decsioinBorrower or its stockholders, members,
partners or Subsidiaries. Lender and Borrower disthny intention to create any partnership, jeertture, agency or common interest in
profits or income between Lender and Borrower erSbsidiaries, or to create any equity in thedeisjin Lender, or any sharing of liabiliti
losses, costs or expenses.

Section 12.8 Time of the Essence Time is of the essence with respect to this Agerd.

Section 12.9 Successors and AssignsThis Agreement shall be binding upon and inurthéobenefit of Lender and Borrower
and the respective successors and assigns of LanddBorrower, provided that neither Borrower noy ather Borrower Party shall, without
the prior written consent of Lender, assign anhtsgduties or obligations hereunder.

Section 12.10 Renewal, Extension or RearrangementAll provisions of the Loan Documents shall appiyh equal effect to
each and all promissory notes and amendments theeeginafter executed which in whole or in pagresent a renewal, extension, increase or
rearrangement of the Loan. For portfolio managerpanposes, at any time during the term of the Uoamder may elect to divide the Loan
into two or more separate loans evidenced by seppramissory notes so long as the payment and oliigations of Borrower are not
effectively increased or otherwise modified. Boresvagrees to cooperate, and to cause the Subs&ltarcooperate, with Lender and to
execute such documents as Lender reasonably magstetnp effect such division of the Loan.

Section 12.11 Sale of Loan, Participation. Lender, at any time and without the consent af@eer or any Borrower Party,
may grant participations in or sell, transfer, gssind convey all or any portion of its right,diind interest in and to the Loan, this Agreement
and the other Loan Documents and any collatera@rgie secure the Loan. Lender shall have the (mlttshall be under no obligation) to m:
available to any party for the purpose of granfiagticipations in or selling, transferring, assigmbr conveying all or any part of the Loan
(including any governmental agency or authority ang prospective bidder at any foreclosure sakngfProject) any and all information
which Lender may have with respect to the Projddtsrower and any Borrower Party, whether providgdorrower, any Borrower Party or
any third party, or obtained as a result of anyiremvwnental assessments. Borrower and each BorrBasty agrees that Lender shall have no
liability whatsoever as a result of delivering auch information to any third party, and Borrowed dhe other Borrower Parties, on behalf of
themselves and their successors and assigns, helebge and discharge Leader from any and allitiab, claims, damages, or causes of
action arising out of, connected with or incidertathe delivery of any such information to anyrdhparty.
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Section 12.12 Waivers . No course of dealing on the part of Lender, ffcers, employees, consultants or agents, norfaifyre
or delay by Lender with respect to exercising agitr power or privilege of Lender under any of thean Documents, shall operate as a wi
thereof.

Section 12.13 Cumulative Rights . Rights and remedies of Lender under the Loan Beeus shall be cumulative, and the
exercise or partial exercise of any such righteonedy shall not preclude the exercise of any aight or remedy.

Section 12.14 Singular and Plural . Words used in this Agreement and the other Loacuhents in the singular, where the
context so permits, shall be deemed to includebiiel and vice versa. The definitions of wordsha singular in this Agreement and the other
Loan Documents shall apply to such words when usétke plural where the context so permits and versa.

Section 12.15 Phrases. When used in this Agreement and the other Loatube@nts, the phrase “including” shall mean
“including, but not limited to,” the phrase “satistory to Lender” shall mean “in form and substagaisfactory to Lender in all respects,” the
phrase “with Lender’s consent” or “with Lender’'spapval” shall mean such consent or approval at ee€sdole discretion, and the phrase
“acceptable to Lender” shall mean “acceptable todez at Lender’s sole discretion.”

Section 12.16 Exhibits and Schedules The exhibits and schedules attached to this Ages¢ are incorporated herein and shall
be considered a part of this Agreement for the psep stated herein.

Section 12.17 Titles of Articles, Sections and SubsectionsAll titles or headings to articles, sections, sedtions or other
divisions of this Agreement and the other Loan Doeunts or the exhibits hereto and thereto are anlyhie convenience of the parties and ¢
not be construed to have any effect or meaning sespect to the other content of such articledj@es; subsections or other divisions, such
other content being controlling as to the agreerhetween the parties hereto.

Section 12.18 Promotional Material . Borrower authorizes Lender to issue press rete@stvertisements and other promotional
materials in connection with Lender’s own promo#band marketing activities, and describing therLageneral terms or in detail and
Lender’s participation in the Loan, provided thihiteferences to Borrower contained in any suclspreleases, advertisements or promotional
materials shall be approved in writing by Borroweadvance of issuance. All references to Lendatained in any press release,
advertisement or promotional material issued byr@wer shall be approved in writing by Lender in adee of issuance; provided, however,
Lender shall not have any approval rights overdiaglosures to, or filings with, the Securities &dathange Commission or New York Stock
Exchange (or similar public notices) made by REIT.

Section 12.19 Survival . All of the representations, warranties, covengantsl indemnities hereunder, and under the
indemnification provisions of the other Loan Docunigs shall survive the repayment in full of the haad the release of the liens evidencing
or securing
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the Loan, and shall survive the transfer (by daleclosure, conveyance in lieu of foreclosure theowise) of any or all right, title and interest
in and to the Projects to any party, whether oramAffiliate of Borrower.

Section 12.20 WAIVER OF JURY TRIAL .TO THE MAXIMUM EXTENT PERMITTED BY LAW, BORROWER
AND LENDER HEREBY KNOWINGLY, VOLUNTARILY AND INTENT  IONALLY WAIVE THE RIGHT TO A TRIAL BY JURY
IN RESPECT OF ANY LITIGATION BASED HEREON, ARISING OUT OF, UNDER OR IN CONNECTION WITH THIS
AGREEMENT OR ANY OTHER LOAN DOCUMENT, OR ANY COURSE OF CONDUCT, COURSE OF DEALING, STATEMENT
(WHETHER VERBAL OR WRITTEN) OR ACTION OF EITHER PAR TY OR ANY EXERCISE BY ANY PARTY OF THEIR
RESPECTIVE RIGHTS UNDER THE LOAN DOCUMENTS OR IN AN Y WAY RELATING TO THE LOAN OR THE PROJECTS
(INCLUDING, WITHOUT LIMITATION, ANY ACTION TO RESCI  ND OR CANCEL THIS AGREEMENT, AND ANY CLAIM OR
DEFENSE ASSERTING THAT THIS AGREEMENT WAS FRAUDULEN TLY INDUCED OR IS OTHERWISE VOID OR
VOIDABLE). THIS WAIVER IS A MATERIAL INDUCEMENT FOR  LENDER TO ENTER THIS AGREEMENT.

Section 12.21 Punitive or Consequential Damages; Waiver Neither Lender nor Borrower shall be responsislkable to the
other or to any other Person for any punitive, exany or consequential damages which may be allegearesult of the Loan or the
transaction contemplated hereby, including anydirea other default by any party hereto. Borrovegresents and warrants to Lender that as
of the Closing Date neither Borrower nor any Boreowarty has any claims against Lender in connegtith the Loan.

Section 12.22 Governing Law . Except as otherwise expressly provided in anphefother Loan Documents, in all respects,
including all matters of construction, validity apdrformance, this Agreement, the other Loan Docusjend the obligations arising hereut
and thereunder, are being executed and deliveneldai® intended to be performed, in the state ahldnd the laws of the state of Utah and of
the United States of America shall govern the sgirtd duties of the parties hereto and the validapstruction, enforcement and interpreta
of the Loan Documents, without regard to the ppats thereof regarding conflict of laws. Lender &wtrower agree to submit to personal
jurisdiction and to waive any objection as to veimuthe County of Salt Lake, State of Utah. Nothirggein shall preclude Lender or Borrov
from bringing suit or taking other legal actionany other jurisdiction.

Section 12.23 Entire Agreement. This Agreement and the other Loan Documents embaelentire agreement and
understanding between Lender and Borrower and segerall prior agreements and understandings betstezh parties relating to the subject
matter hereof and thereof, including any commitniettér (if any) issued by Lender with respecttte Loan. Accordingly, the Loan
Documents may not be contradicted by evidenceiof,prontemporaneous, or subsequent oral agreeroktits parties. There are no unwrit
oral agreements between the parties. If any cardtilnconsistency exists between this Agreemedtaaty of the other Loan Documents, the
terms of this Agreement shall control.
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Section 12.24 Counterparts . This Agreement may be executed in multiple coymates, each of which shall constitute an
original, but all of which shall constitute one dogent.

Section 12.25 Agreements Regarding Borrower and Subsidiaries

(1) Performance of Obligations. Borrower and Lender acknowledge that (a) Borroawet ESP 7 have formed the
Subsidiaries for the purposes of owning and opegatertain Projects, (b) the Loan Documents contany provisions relating to the
Subsidiaries, the ownership and operation of aeRaojects and the determination of UnderwrittenlN@t Cash Flow and net sales
proceeds resulting from the operation and/or siteich Projects, and (c) Borrower and ESP 7 callelst hold directly all of the
beneficial ownership interests in the Subsidiagied have total control of the Subsidiaries in edpects. Therefore, for purposes of this
Agreement and each of the other Loan Documentsth&her not expressly stated herein or therein,ngker this Agreement or any of
the other Loan Documents imposes any obligatioBamower with respect to the Projects owned byShbsidiaries (other than the
Non-Borrower Subsidiaries) that would typically & obligation performed by the direct owner of rejects: (i) Borrower shall be
obligated to perform such obligation itself, orcamuse the applicable Subsidiary to perform suctyatibn on behalf of Borrower; and
(ii) Borrower’s failure to perform any such obligat itself, or to cause the applicable Subsidiarperform such obligation on behalf of
Borrower, shall be deemed a default by Borroweeteder. In addition, for purposes of all represimta and warranties of Borrower
under the Loan Documents, all knowledge of the Biidrses shall be attributed to Borrower. Even thlogparticular covenants,
obligations or representations and warrantiesasét fn this Agreement or any of the other Loan oents may refer to Borrower only,
all such references shall deemed subject to tlegéang rules of construction and any default inghgformance of any such covenant or
obligation, and any breach of any such represemtaind warranty, shall be deemed a default of Begrdhereunder.

(2) Loan Advances and Payments By LenderAll advances of Loan proceeds may be made by ¢efal Lender’s
option) to Borrower or directly to one or more Sidiegies, and all such advances to (i) Subsidiastegr than Non-Borrower
Subsidiaries shall be deemed to have been madeiyek to Borrower and thereupon contributed by @eer to the capital of such
Subsidiaries and (ii) Non-Borrower Subsidiarieslidba deemed to have been made by Lender to Borrane thereupon distributed by
Borrower to ESP 7, and thereupon contributed by E&Pthe capital of such Subsidiaries. Furthey, rserve funds or other amounts
that are disbursed by Lender to a Subsidiary utideiAgreement or any of the other Loan Documeh#dl e deemed to have been
disbursed to Borrower. Lender’s advance of any Lfoads or disbursement of any reserve funds ora@heunts to or for the benefit or
account of any Subsidiary shall constitute a cobteplisscharge of Lender’s obligations to Borrowedenthe Loan Documents with
respect to such sums; and the Subsidiaries an@Berrshall look solely to each other for the progistribution of any such sums
among themselves. Lender shall have no resporgibililiability whatsoever for the proper distritnnt of any such sums between
Borrower and the Subsidiaries.
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3) Communications. All notices, instructions and other communicasiaf any nature (a) that are given to Lender by
any Subsidiary shall be deemed to have been giy@olrower (and Borrower hereby appoints each Slidnsi to act as its agent for
such purpose), and (b) that are given to a SubgidiaLender shall be deemed to have been giv@otoower.

ARTICLE 13

LIMITATIONS ON LIABILITY

Section 13.1 Limitation on Liability .

(1) Except as provided below in this Smttl3.1, Borrower shall not be personally liabledoounts due under the
Loan Documents.

(2) Borrower shall be personally liabldtender for any deficiency, loss or damage sufféngedender because of:
(a) Borrower’s commission of a criminal act, (b tailure by Borrower or any Borrower Party to gpahy funds derived from any
Project, including Operating Revenues, securityodép, insurance proceeds and condemnation avasdasgquired by the Loan
Documents; (c) the fraud or misrepresentation bgr@®wer or any Borrower Party made in or in conr@ttvith the Loan Documents or
the Loan; (d) Borrower’s, ESP 7’s or any Subsidgopllection of rents more than one month in adeafexcept to the extent permitted
in Section 6.3) or entering into, modifying or calieg leases, or receipt of monies by Borrowerrgr Borrower Party in connection w
the modification or cancellation of any leasesyigiation of this Agreement or any of the other hdaocuments; (e) Borrower’s, ESP
7's or any Subsidiary’s interference with Lendexi@rcise of rights under the Assignment of Rentslazases; (f) Borrower’s, ESP 7's
or any Subsidiary’s failure to turn over to Lendértenant security deposits upon Lender’s demalfidviing an Event of Default;
(g) Borrower's failure to timely renew any lettdravedit issued in connection with the Loan; (hyBaever's, ESP 7’s or any Subsidiasy’
failure to maintain insurance as required by thige®ement or to pay any taxes or assessments affeatiy Project; (i) damage or
destruction to any Project caused by the negligeirtentional acts or omissions of Borrower, ES&Y Subsidiary, its agents,
employees, or contractors; (j) Borrower’'s, ESPof’'siny Subsidiary’s failure to perform its obligats with respect to environmental
matters under Article 5; (k) Borrower’s failuregay for any loss, liability or expense incurredl®nder arising out of any claim or
allegation made by Borrower, ESP 7 or any Subsjdiaeir successors or assigns, or any credit@oofower, ESP 7 or any Subsidiary,
that this Agreement or the transactions contemglayethe Loan Documents establish a joint ventpagtnership or other similar
arrangement between Borrower, ESP 7 and/or anyidalsand Lender; (1) any brokerage commissiofinater’s fees claimed in
connection with the transactions contemplated byLtban Documents; or (m) uninsured damage to aojé€rresulting from acts of
terrorism. Borrower also shall be personally liaioid.ender for any and all attorneys’ fees and espe and court costs incurred by
Lender in enforcing this Section 13.1(2) or othaenincurred by Lender in connection with any offiregoing
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matters, regardless of whether such matters aad ¢egequitable in nature or arise under tort artact law.

3) Notwithstanding anything to the contrary contaifrethe Loan Documents, the limitation on Borrowdigdbility
contained in Section 13.1(1) SHALL BECOME NULL ANZOID and shall be of no further force and effect:

(&) if any Transfer in violation of the Loan Duynents occurs;

(b) if Borrower, ESP 7, any Subsidiary or anyhadir respective members, partners or sharehofiiessa petition
under the United States Bankruptcy Code or sinstiate insolvency laws;

(c) if Borrower, ESP 7 or any Subsidiary beconmessubject of an involuntary proceeding underdhéed State
Bankruptcy Code or similar state insolvency laws] aither (i) Borrower, ESP 7, any Subsidiary oy Affiliate of Borrower,
ESP 7 or any Subsidiary conspired or cooperated evie or more creditors of Borrower, ESP 7 or {hlieable Subsidiary to
commence such involuntary proceeding, or (ii) Baeo ESP 7 or the applicable Subsidiary fails te cemmercially reasonat
efforts to obtain a dismissal of such involuntargqeeding; or

(d) without limiting paragraphs (b) and (c) abpupon the avoidance or any attempted avoidanckaion of
avoidability by any Subsidiary or any Affiliate ahy Subsidiary (whether directly by such Subsid@rguch Affiliate, as a
debtor or as a debtor in possession), or by ageustbankruptcy, an assignee for the benefiteditors or a receiver for any of
them, whether brought directly by or on behalf oy &ubsidiary’s creditors, equity holders or estata state or federal
bankruptcy or insolvency proceeding or brought by debtor, debtor in possession or trustee in hagriky, assignee for the
benefit of creditors or receiver for any Subsidiaryany Affiliate of any Subsidiary or brought oeHalf of any Subsidiary or al
Affiliate of any Subsidiary as a creditor of anyet Affiliate of any Subsidiary, or by any otherg@n, of (i) any transfer to (or
for the benefit of) Lender of an interest of anyoSidiary in property (including the payment of mgne Lender by any
Subsidiary and the creation in favor of Lender 6€&n or any other encumbrance on property of amys&liary pursuant to its
Mortgage) or (ii) any obligation incurred by anytSSidiary under its Mortgage, which avoidance ceratited avoidance is
brought pursuant to any state or federal fraudutamisfer, fraudulent conveyance, debtor-creddaopartnership or corporate
powers/authority statutory or common law, includBections 544, 547 or 548 of Title 11 of the UniGdtes Code (or such
successor statutory provision as may provide finalar remedy) and the Uniform Fraudulent Tranget and the Uniform
Fraudulent Conveyance Act (as adopted by any agigkcstate).
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4) The limitation on Borrower’s personal liability Bection 13.1(1) shall not modify, increase, dinminis discharge
the personal liability of any Joinder Party, excapiotherwise expressly provided in the Joinder.

(5) Nothing in this Section 13.1 shall be deemed ta baiver of any right which Lender may have undest®®ns 506
(a), 506(b), 1111(b) or any other provision of thated States Bankruptcy Code, as such sectionsh@amended, or corresponding or
superseding sections of the Bankruptcy Amendmerdd=aderal Judgeship Act of 1984, to file a claimthe full amount due to Lender
under the Loan Documents or to require that alla@etal shall continue to secure the amounts ddemthe Loan Documents.

Section 13.2 Limitation on Liability of Lender 's Officers, Employees, Etc Any obligation or liability whatsoever of Lender
which may arise at any time under this Agreemeratnyr other Loan Document shall be satisfied, dlatout of the Lender’s assets only. No
such obligation or liability shall be personallyding upon, nor shall resort for the enforcemeatebf be had to, the property of any of

Lender’s shareholders, directors, officers, empdgyer agents, regardless of whether such obligatidiability is in the nature of contract, tort
or otherwise.

[Remainder of pageintentionally left blank.]
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EXECUTED as of the date first written above.
LENDER:
GENERAL ELECTRIC CAPITAL
CORPORATION, a Delaware corporatic

By: /s/ ERIC VESSELE

Name: ERIC VESSELE

Title:  RISK MANAGER

BORROWER:

ESP SEVEN SUBSIDIARY LLC, a Delaware
limited liability company

By: /s/ Kent W Christense

Name: Kent W Christense

Title:  Managel
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Exhibit 10.39

SUBSCRIPTION AGREEMENT
(Membership Interests in Extra Space DevelopmenE)L

THIS SUBSCRIPTION AGREEMENT (“Agreement”) is madeg 31 day of December, 2007, by and among Extex&p
Development, LLC (“Company”), and Extra Space SjerbLC (“Subscriber”), (the Company and the Sulisariare sometimes collectively
referred to as “Parties.”)

WITNESSETH:

WHEREAS, the Company has entered into six agreesneith the Subscriber for the purchase and salienited liability company
interests, as identified in the attached Exhib{t' 3ix Sale Agreements”); and

WHEREAS, Subscriber desires to acquire certain naggfitip interests in the Company for the considenaget forth herein; and

WHEREAS, the Parties desire to enter into this &grent to set forth with specificity and detail teems and conditions upon which
the foregoing subscription and acquisition of merabip interests shall be accomplished.

NOW, THEREFORE, in consideration of the mutual cev@s and agreements contained herein, and intgialine legally bound, tt
Parties hereto agree as follows:

1. Sale of Membership Intere§the Subscriber agrees to contribute, and the Coynaairees to accept from Subscriber, the
of $356,718.90 as a capital contribution to Compangxchange for a membership interest in the Camppa described below.

2. Admission/ Operating Agreemer8ubscriber hereby consents to the Amended and tBdsIgperating Agreement of the
Company dated January 1, 2004 (“Operating Agre€inand agrees to be bound thereby, subject toutihdr Second Amended and Restated
Operating Agreement attached hereto as Exhibittichvshall be effective as of the Effective Datahaé Agreement.

3. Subscriber Review of Disclosure MateriaSubscriber acknowledges that it has receivecpresentations or warranties
from the Company, the Manager, Kenneth M. Woollepyany person acting on behalf of the Companth wéspect to the proposed business
of the Company, or any other aspects or conseqaaiaepurchase of membership interests, and thizcBiber has not relied upon any
information concerning the Company, written or o&albscriber represents and warrants to Companyandger that it has had full access to
Company records and has made such inquiry regatden@ompany and its business, as Subscriber deecessary.

4, Subscriber Representations and Warrantidse Subscriber further represents and warrarttseet@€ompany as follows:

@) Economic Risk The Subscriber is aware that the membershipdsterare speculative investments involving a higgrele of
risk.

(b) Counsel. Subscriber, its counsel, its advisors, and sticbrgersons, with whom it has found it necessaigonsult, have

sufficient knowledge and experience in businessfimaohcial matters




to evaluate the Company, and the merits and ritksednvestment, and to make an informed investrdenision with respect thereto.

(c) Examination. The Company has made available to the Subscitbepunsel and advisors, prior to the date hetbef
opportunity to ask questions of, and to receivenans from, the Company and its representatives;erming the terms and conditions of the
investment, and access to obtain any informationuthents, financial statements, records and bapkalgtive to the Company, the business,
and an investment in the Company, and (ii) necgssarerify the accuracy of any information furnéshto the Subscriber.

(d) Transfer RestrictionsThe membership interests are subject to restriston transferability and resale and may not be
transferred or resold except as permitted undeOtherating Agreement, and applicable state anddédecurities laws, pursuant to registra
or an exemption therefrom. Subscriber should beateat it might be required to bear the finangghs of this investment for an indefinite
period.

(e) Correctness, Remaking of Warranti€ghe foregoing representations and warrantiesraeeand correct as of the date hereof
and each such representation and warranty shallvsuhe purchase of membership interests.

5. Company Representations and Warranties: AS IS, WHER The Company represents and warrants to the Sbhbsas
follows:

(@) Company is a Utah limited liability company, andydiormed, existing and in good standing in thet&taf Utah

(b) Company has adopted a Plan of Dissolution in fattached as Exhibit C, which includes a plan foedes of redemptions
the membership interests of all of the existing rbera of the Company other than the Subscriber.

(c) The Company, and its members and managers, matepresentations or warranties to the Subscriberdtan as
specifically set forth herein. Otherwise, and inraspects, the membership interest of the Compangby subscribed for, and the
organizational documents of the Company, and tketsgliabilities, and business of the Companyhareby approved by and conveyed to the
Subscriber “AS IS, WHERE IS” and without warranfyamy kind.

6. Miscellaneous
€) Utah Law. This Subscription Agreement shall be construegitordance with and be governed by the laws oBthee of

Utah. The parties hereto hereby agree to subntiitetgurisdiction of the state of federal courtdtah to resolve all claims or disputes arising
under this Subscription Agreement.

(b) Successors and Assignshis Subscription Agreement shall be binding upod inure to the benefit of the successors, heirs,
assigns and personal representatives of all papiiegided, however, that Subscriber may not asiggrights or delegate his duties under this
Subscription Agreement.




(©) Effective Date. This Subscription Agreement shall become Effectipon execution by all parties named below.

(d) Entire Agreement It is expressly understood that this SubscripAgneement and the documents referred to hereistitote
the entire agreement of the parties hereto withaeisto the subject matter hereof. All prior untlmdings or commitments of any kind, oral or
written, pertaining thereto are hereby supersededcanceled.

(end of text)




IN WITNESS WHEREOF, the Parties to this Agreememtéhduly executed it on the date and year firsvalveritten.
COMPANY:
Extra Space Development, LLC

By:/s/ Kenneth M. Woolle
Its: Managei!

SUBSCRIBER:

Extra Space Storage LLC

By:/s/ Kent W. Christense
Its: Manage!

CONSENT TO ADMISSION OF MEMBER

Pursuant to Article 3.06 of the Operating Agreem#re undersigned, representing greater than 50%tedflembership Interests in t
Company waive any rights of first refusal set farthhe Operating Agreement and consent to thes&etion described above and the admis
of Extra Space Storage LLC as a Member of the Compa

MEMBERS: KRISPEN FAMILY HOLDINGS, L.C., Membe
/s/ Kenneth M. Woolle By: /s/ Spencer F. Kir

Kenneth M. Woolley, Membe Spencer F. Kirl

Percentage Interest: 32.63( Its: Manage!

Percentage Interest: 20.19¢




EXHIBIT A

SIX SALE AGREEMENTS
Agreement for Purchase and Sale of Limited Liabiibmpany Interest (Extra Space of Culver City LLESS# 1160)
Agreement for Purchase and Sale of Limited Liabilbompany Interest (Extra Space of Middletown LLESS# 1192)
Agreement for Purchase and Sale of Limited Liabilibmpany Interest (Extra Space of Jamaica PlaBS#1098)
Agreement for Purchase and Sale of Limited Liabiitbmpany Interest (Extra Space of Elk Grove LLGGSE 1166)
Agreement for Purchase and Sale of Limited Liabiitbompany Interest (Extra Space of Extra Space WestLLC)
Agreement for Purchase and Sale of Limited Liabiilbmpany Interest (Storage Associates Holdco)
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LC# 029047

RECEIVED

ARTICLES OF ORGANIZATION SEP 22 199i
OF

EXTRA SPACE DEVELOPMENT, LLC

The undersigned hereby form a limited liability quany (the “Company”) — pursuant to the Utah Limitadbility Company Act and
adopt as the Articles of Organization of such laditiability company the following:

1. Name of the Company

The name of the Company shall be “EXTRA SPACE DEXPIMENT, LLC”

2. Period of its Duration

The duration of the Company shall be forty (40)rgdeom the date of filing of these Articles of @rgzation with the Division of
Corporations & Commercial Code of the State of Utah

3. Purposes of the Company

The purposes for which the Company is organizedadevelop, finance, lease, construct, own, operatintain and sell real and
personal property of all types, and other relatesiriess within the State of Utah. In addition, @@npany shall have unlimited power to
engage in and do any lawful act concerning anylldawaful businesses for which limited liability ogpanies may be organized according to the
laws of the State of Utah, including all powers aoadposes now and hereafter permitted by law tmiadd liability company.

4. Principal Place of Business and Registered Agent

The address of the principal place of businesk®@fQompany is as follows:

Extra Space Development, LL
488 East Winchester, Suite 1
Salt Lake City, UT 8410

The name and address of the agent for serviceooEps is:
Kenneth M.Woolley

488 East Winchester, Suite 1
Salt Lake City, UT 8410




However, if the agent appointed therein cannotdoad or served with the exercise of reasonablgatilie, or if said agent’s authority
has been revoked, then the Utah Division of Corjjmma & Commercial Code is appointed as the agktiteocompany for service of process.

5. Management

The Company is to be managed by a manager. The aathaddress of the manager who is to serve tsmsliccessors are elected and
qualify is:

Kenneth M. Woolley

488 East Winchester, Suite 1
Salt Lake City, UT 8410

6. Operations
The Company shall be governed by a written Opegatigreement, the terms of which shall supplemeatattovisions of Utah law.
DATED: September 17, 1998.

/sl KENNETH M. WOOLLEY
KENNETH M. WOOLLEY, Manage

ACCEPTANCE BY REGISTERED AGENT:

/s/ Kenneth M. Woolle
Kenneth M. Woolley




LL 029047
Nov 29 199!

ARTICLES OF AMENDMENT
TO THE
ARTICLES OF ORGANIZATION
OF
EXTRA SPACE DEVELOPMENT, LLC

THE UNDERSIGNED, pursuant to the Utah Limited LilgiCompany Act, hereby adopts these Articles afighdment to the
Articles of Organization for Extra Space DeveloptméhC (the “Company”), and certifies that:

FIRST: The name of the Company is Extra Space Developrhéft,

SECOND: The date of registration of the Company with thalUbDivision of Corporations and Commercial Code ®aptembe
22,1998

THIRD: The Articles of Organization are hereby amendedeipjacing the initial Period of Duration in ArticBwith the

following new Period of Duratior

The duration of the Company shall be sixty (60)rgdeom the date of filing of the Articles of Orgaation
with the Division of Corporations and Commercialdemf the State of Uta

FOURTH: Except as amended by this Certificate, the Artioe®rganization shall remain unchang
IN WITNESS WHEREOF, this Certificate of Amendmerdaswexecuted on the date given below by the undexdigyember/manager

of the Company, who is duly authorized to execui file this Certificate of Amendment and to affirander penalties of perjury, that the fe
stated in this Certificate of Amendment are true.

DATED this 16™ day of November, 1999.
/s/ Kenneth M.Woolle

Kenneth M.Woolley
Member/Manage




CERTIFICATE OF GOOD STANDING
FOREIGN LIMITED LIABILITY COMPANY

I, KEVIN SHELLEY, Secretary of State of the StafeGalifornia, hereby certify:

That on the 18th day of November, 1998, EXTRA SPATER/ELOPMENT, LLC, complied with the requirementsQalifornia law
in effect on that date for the purpose of registetd transact intrastate business in the Sta@abfornia; and further purports to be a limited
liability company organized and existing under ldngs of Utah as EXTRA SPACE DEVELOPMENT, LLC, and;

That the above limited liability company is entitlto transact intrastate business in the Stateatifdthia as of the date of this
certificate subject, however, to any licensing iegents otherwise imposed by the laws of thisestand

That no information is available in this office the financial condition, business activity or piees of this limited liability company.

IN WITNESS WHEREOF, | execute this certificate affix the Great
Seal of the State of California this day of Apr,il204.

/s KEVIN SHELLEY

KEVIN SHELLEY
Secretary of Stat




AMENDED AND RESTATED OPERATING AGREEMENT
FOR
EXTRA SPACE DEVELOPMENT, LLC

THIS AMENDED AND RESTATED OPERATING AGREEMENT FORE RA SPACE DEVELOPMENT, LLC (the “Agreement”

is made and entered effective as of tiféday of January, 2004, by, between, and among thraldes and the Manager(s) of the Company, as
such terms are defined below.

RECITALS

a. The Articles of Organization for Extra Space Depatent, LLC (hereinafter the “Articles of Organizatf) were filed with
the Division on September 22, 1998. Extra Spaceag§&LLC, a Delaware limited liability company, wage sole member of the Company.

b. Pursuant to that certain Plan of ReorganizationréE®pace Development, LLC) dated effective ahefsame date as this
Agreement between Extra Space Storage LLC, the @opm@nd the Members, the Extra Space Storage lasGistributed all of the
membership interests in the Company to the Members.

c The Members have each reviewed this Agreements ientirety, and desire to cause the same to bgtedias and for the
operating agreement of the Company, in accordaiitetie Act.

AGREEMENT:
Pursuant to the Act, and all other pertinent laivhe State of Utah and its political subdivisioard in exchange for good and
valuable consideration, the sufficiency and recefphich are hereby acknowledged, the undersigriechbers mutually agree and covenar
follows:

ARTICLE 1: ORGANIZATION

1.01 Adoption of Operating AgreemeniThe Members hereby unanimously adopt this Agre¢me the Operating Agreement for
the Company pursuant to the provisions of the Act.

1.02 Name. The name of the Company shall be EXTRA SPACE BEUPMENT, LLC

1.03 Commencement of Busines$he existence of the Company commence as ofdteed filing of the Company’s Articles of
Organization with the Division and shall continhereafter until terminated as provided herein.gtoposes of this Section 1.03, the Articles
of Organization of the Company shall be deemed fitth the Division on the date indicated by theiBion as part of its stamp or seal on the
original Articles of Organization which are filedtivthe office of the Division.

1




1.04 Registered Office, Registered Agent, Designatedc®ffhe Company shall continuously maintain a registeffice and
registered agent in the State of Utah as requiyettido Act. The registered agent of the CompanyénState of Utah is Kenneth M. Woolley,
and the registered office of the Company in theéeSthUtah is 2795 E. Cottonwood Parkway, Suite, 84t Lake City, Utah 84121. The
designated office of the Company in the State ahor purposes of Section 48-2c-111 of the Actldte 2795 E. Cottonwood Parkway, Suite
400, Salt Lake City, Utah 84121. The Company masigiete or maintain any registered agent, regidteffice or other office in any
jurisdiction whether or not required by law, ang anch designation heretofore made is herebyedtdind approved. The registered off
registered agent and designated office of the Cosnpeay be changed at any time and from time to tsnéhe Manager(s).

1.05 Purposes The principal business purposes for which the @amy is organized are to acquire, own, developtgage,
encumber, hypothecate, lease, sell, maintain, imgralter, remodel, expand, manage, and othervpeeate and deal with real and personal
property from time to time acquired by the Company for any other lawful purpose for which a limditeability company may be organized
under the laws of the State of Utah.

1.06 No Liability of Managers, Members, Organizers, ©éfis and Employeesxcept as otherwise agreed by such Organizer,
Member, Manager officer or employee, no Organiktmber, Manager, officer or employee of the Compiargr shall be personally liable
under a judgment, decree, or order of a courtp @aniy other manner, for a debt, obligation, oriligbof the Company or for the acts or
omissions of the Company or any other Organizembler, Manager, officer or employee of the Compdine failure of the Company to
maintain records, to hold meetings, or to obsenyefarmalities or requirements imposed by the Acbythe Articles of Organization or this
Agreement is not a ground for imposing persondllitx on any Member, Manager, Officer or employ&#ehe Company for any debt,
obligation or liability of the Company.

1.07 Title to Property. All real and personal property owned by the Conypshall be owned by the Company as an entity and n
Member shall have any ownership interest in sudipgnty in its individual name or right, and eachmvier’s interest in the Company shall be
personal property for all purposes. Except as aiiserprovided in this Agreement, the Company shallil all of its real and personal property
in the name of the Company and not in the namepi\ember.

1.08 Payments of Individual ObligationsThe Company'’s credit and assets shall be usetydor the benefit of the Company,
and no asset of the Company shall be transferred@rmbered for or in payment of any individualigdion of a Member.

1.09 Independent Activities: Transactions With Affiliate

(@) Each Member and Manager and any of their respeéfifiates shall be required to devote only suirhé to the
affairs of the Company as such Member or Managtaraeénes in its sole discretion may be necessawy each Affiliate of a Member
or Manager, to the extent not otherwise directetheyMember or Manager, shall be free to servecdingr Person or enterprise in any
capacity that it may deem appropriate in its digocne




(b) Insofar as permitted by applicable law, any Memb&anager and their respective Affiliates may, ndtsianding
this Agreement, engage in whatever activities ttteyose, whether the same are competitive with irafany or otherwise, without
having or incurring any obligation to offer anyengst in such activities to the Company or any Memand neither this Agreement
nor any activity undertaken pursuant hereto stravgnt any Member, Manager or Affiliate of any leéin from engaging in such
activities, or require any Member or Manager tangiethe Company or any Member, Manager or Affiliafeany of them to participa
in any such activities, and as a material parhefdonsideration for the execution of this Agreenigneach Member, each Member
hereby waives, relinquishes, and renounces anyragithor claim of participation. This provisionahnot be construed to be in
derogation of any obligation which any Person mayehto the Company arising out of such Persemployment by, or position as
officer of the Company, or any contract or agreenseich Person may have with the Company.

(c) To the extent permitted by applicable law and ekesmtherwise provided in this Agreement, the Camygds
hereby authorized to purchase property from, sefperty to, or otherwise deal with any Member omiglger, acting on its own behe
or any Affiliate of any Member or Manager, providdt any such purchase, sale, or other transastialhbe made on terms and
conditions which are no less favorable to the Camgghan if the sale, purchase, or other transattaahbeen entered into with an

independent third party.
ARTICLE 2: DEFINITIONS
2.01 Definitions. The terms used in this Agreement shall havédhewing meanings:
(@) Act means the Utah Revised Limited Liability Companyt,Aitle 48, Chapter 2c¢, Utah Code Annotated.
(b) Adverse Actmeans, with respect to any Member, any of the fatig:

1) A Transfer of all or any portion of such Memberisarest in the Company except as expressly pedritte
required by this Agreement;

2) Transfer of all or any portion of any Person’s et in any Member except as expressly permitted or
required by this Agreement;

3 An attempt by such Member to withdraw from the Campor dissolve the Company or take any action in
breach of Section 11.02 hereof;

4) Any termination, dissolution or liquidation of arporation, limited liability company, or partnerphihich
is a Member, or the taking of any action by itediors, majority shareholders or general partreakihg to the terminatiol
dissolution or liquidation of such Member, unlegbstantially all assets of such Member are transfieror are to be
transferred, to a Wholly Owned Affiliate of such Mber;
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(5) The Bankruptcy of such Member or the occurrencangfother event which would permit a trustee or
receiver to acquire control of the affairs or assétsuch Member;

(6) A determination by the Third Judicial District Coof Salt Lake County, State of Utah, or any ottwurt
having jurisdiction over the Company and the Mermb#rat such Member has taken an action, or higsifei take an actic
within the scope of his duties hereunder, thatltgsor can reasonably be expected to result ich 8ember becoming
liable to indemnify the Company for a material sponsuant to any provision of this Agreement or thauld justify a
decree of dissolution of the Company under the éct;

@) In the case of a Member who is a natural persaghher death or the entry of an order by a cofurt
competent jurisdiction adjudicating him or her imgmetent to manage his or her person or his or $tatee

(c) Adverse Membemeans any Member with respect to whom an Adversgsuant to Section 2.01(b) has occur

(d) Affiliate means, with respect to any Person, (i) any othesdPedirectly or indirectly controlling, controlldx or
under common control with such Person, (ii) anyeoterson owning or controlling interests in suehsBn possessing the right to cast ten
percent (10%) or more of the total votes entitlethé cast for the election of management of suchdReor to be cast with respect to
management decisions of such Person, (iii) angeffidirector, manager, or general partner of ®exison, or (iv) any other Person who is an
Affiliate of any other Person described in clau§ethrough (iii) of this sentence. For purposedho$ definition, the term “controls,” “is
controlled by,” or “is under common control withfial mean the possession, direct or indirect, efptbwer to direct or cause the direction of
the management and policies of a person or emthigther through the ownership of voting securitigscontract or otherwise.

(e) Aggregate BuySell Pricehas the meaning set forth in Section 10.03 hereof.

® Appraisers Notice has the meaning set forth in Section 9.06 hereof.

(9) Articles of Organizatiomeans the Articles of Organization of the Compasfilad with the Division.

(h) Bankruptcymeans, with respect to any Person, a “VoluntarykBgstcy” or an “Involuntary Bankruptcy.” A
“Voluntary Bankruptcy” means, with respect to argrédn, the filing of any petition or answer by s&drson seeking to adjudicate it a
bankrupt or insolvent, or seeking for itself arguiidation, winding up, reorganization, arrangemedjustment, protection, relief, or
composition of such Person or its debts under awyrélating to bankruptcy, insolvency or reorgaticraor relief of debtors, or seeking,
consenting to, or acquiescing in the entry of ateofor relief or the appointment of a receiveustee, custodian, or other similar official for
such Person or for any substantial




part of its property; or corporate action takershgh Person to authorize any of the actions s#t &yove. An “Involuntary Bankruptcy”
means, with respect to any Person, without theertirasr acquiescence of such Person, the enteriag ofder for relief or approving a petition
for relief or reorganization or any other petitee@eking any reorganization, arrangement, compasiteadjustment, liquidation, dissolution or
other similar relief under any present or futurakvaptcy, insolvency or similar statute, law orukdion, or the filing of any such petition
against such Person which petition shall not benidised within ninety (90) days, or, without the sent or acquiescence of such Person, the

entering of an order appointing a trustee, custodigceiver or liquidator of such Person or ofoallny substantial part of the property of such
Person which order shall not be dismissed withityqi60) days.

0] Business Dayneans any day other than a Saturday or Sunday mhWwhnks are not required or authorized to clogbé
state of Utah.

)] Capital Accountneans the Capital Account of each Member as destiibSection 4.01 below.

(K) Capital Contributionsneans collectively all contributions of cash orestRroperty to the Company.

0] Codemeans the Internal Revenue Code of 1986, as amended

(m) Division means the Division of Corporations and Commerc@l«of the Department of Commerce, State of Utah.

(n) Election Dayhas the meaning set forth in Section 10.02 hereof.

(0) Election Periochas the meaning set forth in Section 10.02 hereof.

(P) First Appraisehas the meaning set forth in Section 10.05 hereof.

q Fiscal Yeameans (i) the period commencing on the effectiie d&this Agreement and ending on December 31, nex
following (ii) any subsequent twelve (12) monthipdrcommencing on January 1 and ending on DeceBthar (iii) any portion of the period

described in clause (ii) for which the Companyeiguired to allocate Profits, Losses and other iteh@ompany income, gain, loss or
deduction pursuant to ARTICLE 4 hereof.

N Interest or Membes Interestneans an individual Member's share of the Compapjtal, assets, profits, surplus or losses,
and all rights of a Member of a limited liabilitpmpany under the Act and all rights of a Membethef Company under this Agreement.

(s) Involuntary Bankruptcyas the meaning set forth in Section 2.01(b) hereof

® Liguidating Eventhas the meaning set forth in Section 11.03 hereof.
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(u) Manager(skhall have the meaning set forth in Section 6.0avbe

(v) Member or Membermeans the persons named in ARTICLE 3 below, anld stleer Members as may be admitted from time
to time in accordance with this Agreement, but lshal mean the husband, wife, child or parent of Blember unless such husband, wife, ¢
or parent is expressly named herein as a Member.

(w) Net Cash From Operatiomseans the gross cash proceeds from Company operddiss the portion thereof used to pay, or
establish reserves for, all Company expenses @irguwithout limitation, operating expenses, depelent expenses, debt payments, capital
improvements, replacements, and contingenciesdsaletermined by the Manager(s). Net Cash Fromaflipes does not include Net Cash
From Sales or Net Cash From Refinancings. Net €Gasim Operations shall not be reduced by depreciaimortization, cost recovery
deductions, or similar allowances, but shall bedgased by any reductions of reserves previousgbished pursuant to the first sentence of
Section 2.01(w) and Sections 2.01(x) and 2.01(y).

x) Net Cash From Refinancingseans the net cash proceeds from any initial fiimgnand all refinancings of Property, less any
portion thereof used to establish reserves, adedsrmined by the Manager(s).

) Net Cash From Saleseans the net cash proceeds from all sales anddifipositions of Property, less any portion théreo
used to establish reserves, all as determinedéidnager(s). Net Cash From Sales shall includerimitipal and interest payments with
respect to any note or other obligation receivethieyCompany in connection with the sale or othgpakition of Property.

(2) Net Equityhas the meaning set forth in Section 10.04 hereof.

(aa) Percentage Interesteans the Percentage Interest in the Company bfMamber as set forth in Section 3.01 below.

(bb) Persormeans any individual, partnership, limited lialyildompany, corporation, trust, or other entity.

(cc) Profits and Losseseans the net profits or losses of the Companiefiteral income tax purposes as determined by the
accountants employed by the Company; provided, kewé¢hat in the event the profits or losses ofGloenpany are later adjusted in any
manner, as the result of an audit by the IntermaidRue Service, or otherwise, then the net profitesses of the Company shall be adjusted to
the same extent.

(dd) Propertymeans all real and personal property acquired &Citbmpany and any improvements thereto, and st@lide both
tangible and intangible property.

(ee) Purchase Notichas the meaning set forth in Section 10.02 hereof.
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(f) Regulationsneans the Income Tax Regulations, including TempdRagulations, promulgated under the Code, as
such regulations may be amended from time to tim#uding corresponding provisions of succeedirgutations).

(g9) Second Appraisénas the meaning set forth in Section 10.05 hereof.

(hh) Third Appraisethas the meaning set forth in Section 10.05 hereof.

(i) Transfermeans, as a noun, any voluntary or involuntarystiem sale, or other disposition and, as a verlyntarily
or involuntarily to transfer, sell, or otherwisespose of.

()] Voluntary Bankruptcyhas the meaning set forth in Section 2.01(h) hereof

(kk) Wholly Owned Affiliateof any Person shall mean (i) an Affiliate of suargdn one hundred percent (100%) of the
voting stock or beneficial ownership of which isrmed directly by such Person, or by any Person winectly or indirectly, owns one
hundred percent (100%) of the voting stock or biersfownership of such Person, (ii) an Affiliatesuch Person who, directly or
indirectly, owns one hundred percent (100%) ofwbing stock or beneficial ownership of such Persord (iii) any Wholly Owned
Affiliate of any Affiliate described in clause @ clause (ii) of this Section 2.01(kk).

ARTICLE 3: MEMBERS OF THE COMPANY

3.01 Members. The names, addresses and Percentage InterésesMEmbers of the Company are set forth on
Exhibit A attached hereto and by this referenceermg@art hereof. The Members agree that the Menittergsts in the capital, Profits, Losses
and other items of Company income, gain, loss dudgon, and distributions from the Company shalifbaccordance with their respective
Percentage Interests.

3.02 Classes of MembersThere shall be one class of Members. There beallo distinction between the rights and liabitod
Members.

3.03 Additional Capital ContributionsFrom time to time, upon written consent of thenMers holding more than fifty percent
(50%) of the Percentage Interests, each of the Mesninay contribute additional cash and other ptaseinto the Company upon such terms
as are approved by Members holding more than fiécent (50%) of the Percentage Interests. Suctnilootions shall constitute additional
Capital Contributions.

3.04 Withdrawal of Capital ContributionsExcept as otherwise expressly provided in thise&gent:
(@) only after the dissolution and winding-up of thenGany may any of the Capital Contributions be wistveh;

(b) no Member shall have priority over any other Memleg&her as to the return of Capital Contributionss to Profits
Losses, or distributions;




(c) no Member shall be personally liable to any otheniber for the return of any part of the MembersiGa
Contributions; and

(d) Capital Contributions shall not bear interest.

3.05 Membets CompensationExcept as otherwise approved by the Membersaviged in this Agreement, no Member shall
receive any interest, salary, or drawing with respe Capital Contributions or for services rendeo@ behalf of the Company or otherwise in
the capacity as Member. The Members agree thafilreager(s) may receive such salaries and other ensapion as are approved from tim
time by the Members.

3.06 Admission of New MembersExcept as otherwise provided in this Section 2006 ARTICLE 9 hereof, relating to Transfers
of Company interests, no Person shall be admitt¢de Company as a Member without the consent ahiMes holding more than fifty perce
(50%) of the aggregate Percentage interests Meahbers. With the approval of Members holding ntbin fifty percent (50%) of the
Percentage Interests, the Manager(s) may admibom®re Persons as new Members of the Company sysdnterms as are approved by
Members holding more than fifty percent (50%) af ercentage Interests.

ARTICLE 4: CAPITAL ACCOUNTS; ALLOCATIONS OF PROFIT8ND LOSSES

4.01 Capital Accounts A separate Capital Account shall be maintaineccéh Member. Each Member’s Capital Account shall
be credited with each Member’s share of the capitéhe Company. Each Member’s Capital Accountldbaincreased by the additional
Capital Contributions made by such Member and loh ddember’s share of gains and profits of the Camypess allocated under Section 4.01
below. Such account shall be decreased by anyldigtms to such Member under Sections 5.01 andl bgrsuch Membes' share of losses a
deductions of the Company as allocated under Sedtidl below. Solely for accounting purposes antbegMembers, a Member may have a
minus or debit balance in his or her Capital Acapbnt any such minus or debit balance shall notagent a liability of such Member to the
Company and no Member shall have any obligatiaes$tore a negative balance in such Member’s Capgebunt.

4.02 Allocation of Profits and LossesThe Profits and Losses of the Company shall loeated to the Members in accordance
with their Percentage Interests; provided, howethat, if a Member has contributed appreciated ptyge the Company in kind, and the
property is later transferred by the Company (idicig but not limited to sales or distributions indkto Members other than the contributing
Member), to the extent required by Section 704{d¢he Code, income, gain, loss or other deductiotiger than depreciation, shall be allocated
to the contributing Member.

ARTICLE 5: DISTRIBUTIONS

5.01 Distributions of Net Cash From Operations. Net Casim Sales. and Net Cash From Refinancirdst Cash from
Operations, Net Cash from Sales, and Net Cash Refimancings shall be distributed, at such timethasvianager(s) may determine, to the
Members in accordance with the respective Perceritagrests.




5.02 Reinvestment of Net Cash From Operations and Neth Eaom Sales and Net Cash From Refinancifigee Manager(s)
may, from time to time, reinvest all or any portimihNet Cash From Operations and Net Cash Frons%aild Net Cash From Refinancings.

5.03 Distribution in Kind. Distributions of property other than cash shalbpportioned among the members on the same lzasis ¢
would be a distribution of Net Cash From Salehmamount of the fair market value of the distrdaliproperty as of the date of distribution,
with the same effect on the apportionment of tiséritiution and all future distributions of cashotiher property as a distribution of cash in ¢
amount.

ARTICLE 6: MANAGEMENT

6.01 Management The business, operations and properties of tiepgaay shall be managed by the Manager(s). Thaliniti
Manager(s) shall be Kenneth M. Woolley. KennethWiolley shall serve as Manager(s) of the Compary the dissolution of the Company,
as hereinafter provided, or until otherwise repthae set forth in this Agreement. The Manager(s)=areplaced upon a vote of the Members
at a regular meeting of the Members or special imgeff the Members called for that purpose. If Bh@nager(s) should fail or cease to serve
then a replacement Manager(s) shall be electedvoyesof the Members at a regular or special mgetfrthe Members, called for that purpose.
At any time when more than one Manager is sen@rgry action, determination, vote, consent, or eypgirof the Manager(s) shall require the
unanimous consent of the Manager(s). If the Mar(ayjeannot agree upon any particular matter, suattemshall be determined by the
Members.

6.02 General Powers of Manager(sfhe Manager(s) shall be solely responsible femttanagement of the Company’s business
and activities with all rights and powers generalynferred by law or necessary, advisable or ctersisn connection therewith. In the event
that the Manager(s) are unable to agree upon attgmtalling for the vote, consent, approval, attior determination of the Manager(s), the
matter shall be determined by the Members. Excepiaressly provided otherwise in this Agreemeatviember, in the capacity of a
Member, shall have any right to participate intenagement of the Company or to vote with resmeahy matter to be determined by the
Members of the Company.

6.03 Specific Powers of the Manager(dh addition to any other rights and powers whaamanager may possess, the Manager(s)
shall have all specific rights and powers requibedppropriate to his management of the Companiness, conferred by this Agreement, by
the Act or otherwise, including by way of illustiat and not by way of limitation the following:

(@) To acquire, hold and dispose of any real or pelquagperty, interest therein, or appurtenance tioeiges well as
personal or mixed property connected with any peaperty, including the purchase, lease developn@provement, maintenance,
exchange, trade or sale of such properties, atgtich, rental or amounts, for cash, securitiestber property, and upon such terms,
as are deemed by such Manager(s) to be in thértbestst of the Company;
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(b) To authorize any entity in which the Company hadsnterest to acquire, hold and dispose of anlyarepersonal
property, interest therein, or appurtenance thesstavell as personal or mixed property connecti¢id any real property, including tl
purchase, lease development, improvement, maintenamchange, trade or sale of such propertiesicht price, rental or amounts,
for cash, securities or other property, and upat sarms, as are deemed by such
Manager(s) to be in the best interest of the Compan

(c) To borrow money and, if security is required theref to mortgage or lien any portion of the propeftthe
Company, to obtain replacements of any mortgagehar security device, and to prepay, in wholenguart, refinance, increase,
modify, consolidate, or extend any mortgage or iosieeurity device, all of the foregoing at suchnerand in such amounts as are
deemed by such Manager(s) to be in the best inteféise Company;

(d) To authorize any entity in which the Company ownsrderest to borrow money and, if security is liegg
therefore, to authorize such entity to mortgagkeorany portion of the property of such entity olatain replacements of any mortg:
or other security device, and to prepay, in whalengart, refinance, increase, modify, consoligdateextend any mortgage or other
security device, all of the foregoing at such teamd in such amounts as are deemed by such
Manager(s) to be in the best interest of the Compan

(e) To place record title to, or the right to use, Campassets in the name or names of a nominee dneesfor any
purpose convenient or beneficial to the Company;

® To acquire and enter into any contract or insuravitieh the Company deems necessary and propenéor t
protection of the Company, for the conservationtoassets, or for any purpose convenient, or ligakfo the Company;

(9) To employ from time to time persons, firms or cagimns for the operation and management of the 2oy
business, including but not limited to, supervisangl managing agents, brokers, attorneys, accasrdad other professionals, on
such terms and for such compensation as the Mafsagdall determine;

(h) To pay any and all organizational expenses incurrgle creation of the Company;

0] To compromise, arbitrate, or otherwise adjust ctaiimfavor of or against the Company and to commaenaefend
litigation with respect to the Company or any assétthe Company as the Manager(s) may deem adjsdbor any of the above
matters being at the expense of the Company;

()] To borrow money from banks, other lending instdns, and other lenders for any Company purposedital the
maintenance of a margin account with any secufitieker (except as specifically prohibited by tAgreement), and in connection
therewith issue notes, debentures and other debtises and hypothecate the assets of the Comfpasgcure repayment of borrowed
sums; and no bank, other lending institution, tieoiender to which application is made for loarthiy Manager(s) shall be required
to inquire as to the
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purposes for which such loan is sought, and asdstthis Company and such bank, other lendingutistn, or other lender, it shall
be conclusively presumed that the proceeds of mashare to be and will be used for the purposéisosized under this Agreement;

(k) To authorize any entity in which the Company hadsnterest to borrow money from banks, other legdi
institutions, and other lenders for any purpossuzh entity including the maintenance of a margitpant with any securities broker
(except as specifically prohibited by this Agreeiheand in connection therewith issue notes, delyestand other debt securities and
hypothecate the assets of such entity to secusymegnt of borrowed sums; and no bank, other leniisiitution, or other lender to
which application is made for loan by such entity,authorized by the Manager(s), shall be requgéaquire as to the purposes for
which such loan is sought, and as between this @agnpnd such bank, other lending institution, tieofender, it shall be
conclusively presumed that the proceeds of suahdoa to be and will be used for the purposes aizéa under this Agreement;

)] To maintain, at the expense of the Company, aceueabrds and accounts of all operations and exjpees and
furnish the Members with annual statements of actas of the end of each Company Fiscal Year, hegetith tax reporting
information, and quarterly reports on the operatiohthe Company;

(m) To purchase, at the expense of the Company, bahbifid other insurance to protect the Company’gpenties and
business and to protect the Manager(s), his oagents and employees, and the Members;

(n) To execute instruments, enter into agreements amlacts with parties, and give receipts, releasesdischarges
with respect to all of the foregoing matters settfan subsections 6.03(a) through 6.03(m) abowrd,any matters incident thereto as
the Manager(s) may deem advisable or appropriate;

(0) To make certain elections under the tax laws otthited States, the State of Utah, and other ralgjuaisdictions
as to the treatment of items of Company income,dass, deduction and credit, and as to all othlewant matters (including without
limitation elections under Section 754 of the Cadehe Manager(s) believes necessary or desirable.

6.04 Limitations on Manager(s)Notwithstanding anything in this Agreement to doatrary, without the consent of the Memb
the Manager(s) shall have no authority to:

(@) Do any act in contravention of this Agreement;
(b) Do any act which would make it impossible to canythe ordinary business of the Company;
(c) Confess a judgment against the Company;
(d) Possess Company property or assign the rightsea€tdmpany in specific Company property for othanth
Company purpose; or
11
(e) Admit a Person as a Member, except as otherwisgdad in this Agreement.

6.05 Manager(s) Time . Each Manager shall devote such of his time tdtrsness of the Company as he or she may, irhis o
her sole discretion, deem to be necessary to cotloei€Company’s business. No Manager shall be reduo devote his or her full time to the
Company’s business. The Manager(s) shall be entitlesuch compensation for their services as magppeoved, from time to time, by the
Members.

6.06 ReimbursementEach Manager shall be reimbursed for all outadket expenses incurred in organizing the Company,
including all legal and accounting fees incurredefieafter the Manager shall be reimbursed foraldg and materials used for or by the
Company. All expenses of the Company shall bedillieectly to and paid by the Company. The Manaesifall be reimbursed for any
administrative expenses including salaries, reatel expenses, and other items generally withérptlirview of furthering the Company
business.

6.07 Exculpation. The Manager(s) shall not be liable to the Compamtp any of its Members for honest mistakes dfjuent or
for losses due to such mistakes or to the neglgetishonesty or bad faith of any employee or agétite Company; provided that such
employee or agent was selected, engaged or rethjndet Manager(s) as authorized by the Comparly rgdisonable care. The Manager
(s) may rely upon the advice of legal counsel ®@ompany in determining what acts or omissionsgttan the scope of authority conferred
by this Agreement. The Company shall indemnify holti harmless each Manager and his or her agenmtsdnd against any loss, expense,
damage or injury suffered or sustained by themelagon of or in furtherance of the interest of tlhen@any, including, but not limited to any
judgment, award, settlement, reasonable atto’ fees and other costs or expenses incurred inextion with the defense of any action or
threatened action, proceeding or claim, provided the acts, omissions, or alleged acts or omisgigon which such action or threatened
action, proceedings or claims are based were peeor omitted in good faith and not fraudulenithybad faith, as a result of wanton and
willful misconduct or gross negligence.

ARTICLE 7: MEETINGS OF MEMBERS



7.01 Regular Meetings The Company may hold regular meetings as frore tiotime designated by Members holding over 20%
of the then issued and outstanding Percentageebigeror by the Manager(s). Such regular meetingl Ise held at such time and place as
designated by the Members or by the Manager(sigui@ing such meetings, as the case may be.

7.02 Notice of Members MeetingsThe Manager(s) shall, and any Member may, givdemrnotice stating the place, day, and
hour of both regular and special meetings, andéncase of a special meeting, the purpose or pasdos which the meeting is called, which
shall be delivered not less than ten (10) nor ntiwae thirty (30) days before the date of the megtineach Member of record entitled to vot
such meeting. Notice of any meeting of Memberspuahar special, shall be given in the manner sptih Section 14.01.

If any notice addressed to a Member at the addrfessch Member appearing on the books of the Comfsareturned to the Compa
by the United States Postal Service marked to atdic
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that the United States Postal Service is unabtieliver the notice to the Member at such addrdkBjtare notices or reports shall be deeme
have been duly given without further mailing if the&me shall be available to the Member upon writitsmand of the Member at the principal
executive office of the Company for a period of ¢hpyear from the date of the giving of such netid certificate or an affidavit of the
mailing, transmission or other means of giving anyice of any Members’ meeting shall be executed BManager, and shall be filed and
maintained in the minute book of the Company.

7.03 Waiver of Notice. If, under the provisions of the Act, the Articles ofg@nization, or this Agreement, notice is requi@the
given to a Member or to the Manager(s), a waiveriiing signed by the person or persons entittethe notice, whether made before or after
the time for notice to be given, is equivalentte giving of notice.

7.04 Quorum. Members owning more than 50% of the Percentaigedsts of the Company represented in person prdsy,
shall constitute a quorum at a meeting of Memldéidembers holding less than 50% of the Percentatgrests of the Company are
represented at a meeting, Members holding a mgjofithe Percentage Interests so represented njayradhe meeting from time to time
without further notice. At a meeting resumed aftey such adjournment at which a quorum shall begmteor represented, any business me
transacted which might have been transacted ah#wging as originally noticed. The Members presg¢@atduly organized meeting may
continue to transact business until adjournmerttyitiostanding the withdrawal of Members in such lb@mthat less than a quorum remain.

7.05 Voting . A holder of a Percentage Interest, entitled tte\ai a meeting, may vote at such meeting in pevsday proxy.
Except as may otherwise be provided in the Article®rganization, every Member shall be entitle@ teote equal to the Percentage Interest in
the Company of such Member standing in his namgh@mecords of the Company. Except as herein tirdrArticles of Organization otherwi
provided, all matters which call for a vote, corts@pproval or determination of the Members shaltlbtermined by the concurrence of
Members owning more than fifty percent (50%) of Bexcentage Interests then outstanding.

7.06 Proxies/Power of AttorneyAt all meetings of Members, a Member may votpénson or by proxy executed in writing by
the Member or by his duly authorized attorney itt.f&uch proxy shall be filed with the Company lefor at the time of the meeting. No
proxy shall be valid after eleven months from thgedof its execution, unless otherwise providethéproxy.

7.07 Action by Written ConsentAny action which may be taken by the Members lgtegting held pursuant to this ARTICLE 7
or as provided elsewhere in this Agreement maykert without a meeting, upon the written consesutth action of Members holding the
amount of Percentage Interests as is requireckeéodiach action.

ARTICLE 8: ACCOUNTING, BOOKS AND RECORDS

8.01 Accounting, Books and Record3he Company shall maintain at its principal plaEdusiness separate books of accoun
the Company which shall show a true and accuraterdeof all costs and expenses incurred, all cteangade, all credits made and received
all income
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derived in connection with the operation of the @amy business in accordance with generally accegatedunting principles consistently
applied and, to the extent inconsistent thereviitlaccordance with this Agreement. The Companyl sisal the cash method of accounting in
preparation of its annual reports and for tax peegscand shall keep its books accordingly. Each Mersihall, at his sole expense, have the

right, at any time without notice to any other Mentto examine, copy, and audit the Company’s baokkrecords during normal business
hours.

8.02 Records Required by the AcThe Company shall keep the following recordssabDiesignated Office:

(@) a current list in alphabetical order of the fulhmaand last-known business, residence, or maililligesss of each
member and each manager;
(b) a copy of the stamped articles of organizationahdertificates of amendment thereto, togethehwitopy of all
signed powers of attorney pursuant to which thielag of organization or any amendment has bearedig
(c) a copy of a writing prepared by the Person or Rexrscho signed and filed the Articles of Organizatichich sets
forth;
(1) the name and street address of each initial Mewfotie Company;
(2) the name and street address of each initial Mar@fgee Company (if any);
3) a copy of the Company’s federal, state and loaadnme tax returns and reports, if any, for the thmest
recent years;
4) a copy of any financial statements of the Compé#rany, for the three most recent years;
(5) a copy of the Company’s operating agreement, if ang all amendments thereto; and
(6) a copy of the minutes, if any, of each meeting eiMbers and of any written consents obtained from
Members.

8.03 Reports. Within one hundred and twenty (120) days afterghd of each Fiscal Year, the Company shall ceaske Membe
to be furnished with a copy of the balance she#h@Company as of the last day of the applicabléog, a statement of income or loss for the
Company for such period, and a statement of thepgaayis cash flow for such period.

8.04 TaxReturns: Information The Manager(s) shall cause the Company to pregkircome and other tax returns of the
Company and shall cause the same to be filedimelyt manner. The Company shall furnish to each lema copy of each such return,
together with any schedules or other informationciwieach Member may require in connection with Sdember’s own tax affairs.
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8.05 Special Basis Adjustmentin connection with any Transfer of a Companyriest, the Company shall, at the written request
of the transferor or the transferee, on behalhef€@ompany and at the time and in the manner pedviid Regulations Section 1.734b), make
an election to adjust the basis of the Companygenty in the manner provided in Sections 734(lo) 243(b) of the Code, and such transferee
shall pay all costs incurred by the Company in emtion therewith, including, without limitation,asonable attorneys’ and accountants’ fees.

8.06 Tax Matters PartnerA “Tax Matters Partner” shall be designated by fhembers in accordance with the applicable
provisions of the Code and to act in any similgrazaty under state or local law. All of the Membshall be required to cooperate fully with
the Tax Matters Partner in the discharge of itpoasibility as such. Kenneth M. Woolley is herelegignated the Tax Matters Partner, and
may be replaced as such by determination of the héesn

ARTICLE 9: TRANSFER OF MEMBERSHIP INTERESTS

9.01 Prohibition on Hypothecation by Memberslo Member shall mortgage or grant a securityrégtin his Interest in the
Company.

9.02 Restrictions on TransferdExcept as expressly permitted or required byAlgireement, no Member shall Transfer all or any
portion of his interest in the Company or any rigtiterein without the consent of Members holdingate than fifty percent (50%) of the
aggregate Percentage Interests of all Members. TAaysfer or attempted Transfer by any Member ifation of the preceding sentence shall
be null and void and of no force or effect whateWstwithstanding anything to the contrary in tAigreement, the Members hereby agree to
consent to Transfers of interests in the CompangriyyMember and agree to consent to the substitofithe transferees of such Transfers as
substitute members of the Company provided thatel transfers are made to a limited liability pamy, trust, partnership, or other entity
estate planning purposes, (b) such Member retaaalility, directly or indirectly, to direct theittome of any determination of such
transferee, whether by vote, consent or otherwigbput the vote, consent or approval of any otPerson, (c) appropriate amendments are
made to this Agreement to reflect such Transfed, (@h such Transfer and the transferor and traesfef such Transfer comply with the
provisions of Sections 9.04 and 9.08. Each Membeslty acknowledges the reasonableness of thect&sts on Transfer imposed by this
Agreement in view of the Company purposes anddltaionship of the Members. Accordingly, the resions on Transfer contained herein
shall be specifically enforceable. Each Member Inefarther agrees to hold the Company and each Meifamd each Member’s successors
and assigns) wholly and completely harmless frogncst, liability, or damage (including, withoutrlitation, liabilities for income taxes and
costs of enforcing this indemnity) incurred by afysuch indemnified Persons as a result of a Tesrmsfan attempted Transfer in violation of
this Agreement.

9.03 Transfers to Other Member#f, but only if, a Member (hereinafter the “SalliMember”) receives from another Member
(hereinafter the “Purchasing Member”) a writtereoffo purchase all of the Interest of the SellingnhMber which written offer (hereinafter the
“Purchase Offer”) the Selling Member desires toeptcthe Selling Member shall give all of the otMembers written notice of that fact
(hereinafter the “Sale Notice”). The Selling Membaall attach to the Sale Notice a copy of the Page Offer. For a period (hereinafter the
“Election Period”)
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ending at 11:59 P.M. (local time at the Companyiea@pal place of business) on the forty-fifth dajlowing the day on which the Sale Notice
is given (hereinafter the “Election Day"), the Meenb other than the Selling Member may elect, bicadb the Selling Member, to purchase
all or any portion of the Interest of the Sellingeiviber, which notice shall state the maximum Peaggninterest that such Member is willing
purchase. Said election and purchase shall be bhadwing notice thereof (the “Purchase Notice”atbMembers, which Purchase Notice
shall not be valid unless it states the maximunt@&gage Interest that such Member (a “Purchase&lidtember”)is willing to purchase. If t
aggregate Percentage Interests that Purchase Migicders are willing to purchase pursuant to vBlidchase Notices equals or exceeds the
entire Percentage Interests of the Selling Mernserh Purchase Notice Members shall become “Purcpddembers’and shall be obligated
purchase all of the Interest of the Selling Menvogd the Selling Member shall be obligated to sgllriterest to the Purchasing Members. Each
Purchasing Member shall be obligated to purchasteptbrtion of the Selling Members’ Interest thatresponds to the ratio of the Percentage
Interests that such Purchasing Member indicatelihgiless to purchase in his Purchase Notice tagigeegate Percentage Interests that all
such Purchasing Members indicated willingness tolmse under all Purchase Notices. In the evethtiieadMembers other than the Selling
Member do not elect to purchase the entire Intexetite Selling Member, the Selling Member shalfiee to sell his Interest to the Purchasing
Member for the price, and on the terms specifiedlggscribed in the Purchase Offer; provided, howehat if the sale contemplated by the
Purchase Offer is not consummated within thirty) @8ys after the expiration of the Election Peribe, Selling Member shall again give a £
Notice with respect to such Purchase Offer ana¥olbhe procedures outlined and required by thii@®®.03 as if such procedures had
previously been followed with respect to such PasehOffer. If the Members other than the Sellingrier elect to purchase the entire Inte

of the Selling Member, the purchase price and direns of purchase shall be identical to thosdos#t in the Purchase Offer; provided,
however, that the closing shall occur on or befheedate that is thirty (30) days after the exprabf the Election Period, at the Company’s
principal place of business. A Person who acqutesr any part of the Interest of a Selling Mempather pursuant to this Section 9.03 or
pursuant to a Purchase Offer after the Selling Mamhlas complied with the provisions of this Sec8dd3) shall, upon satisfaction of the
requirements specified in Sections 9.04 and 9.6qyiee such Interest in the capacity as a Membérsaall have all of the rights of a Member
with respect to such Interest (or any part theraaf) particularly, without limiting the generalidy the foregoing, the Percentage Interest
relating to such Interest shall thereafter be dekpaet of the total Percentage Interest owned byMbember for all purposes of this Agreement.

9.04 Conditions to Transferény Transfer not approved under this ARTICLE @lsbe null and void and of no force or effect
whatever.

(@) Any transferor and transferee shedlcaite such documents and instruments of conveyamt@ssumption as may
be necessary or appropriate in the opinion of celulesthe Company to effect such Transfer and tdioo the Transferee’s agreement
to be bound by the provisions of this Agreement asglmption of all monetary obligations of the sferor Member with respect to
the interest being transferred and the transferembler's agreement to guarantee the prompt paymerperformance of such
assumed obligations.
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(b) The Company shall receive, prior to any Transfergpinion of counsel satisfactory to the Companyficming that
such Transfer will not terminate the Company fatefial income tax purposes.

(c) The transferor and transferee shall furnish the @z with the transferee’s taxpayer identificatmmber,
sufficient information to determine the transfeeeiitial tax basis in the interest transferred any other information reasonably
necessary to permit the Company to file all requfexleral and state tax returns and other legatipired information statements or
returns. Without limiting the generality of the égroing, the Company shall not be required to maledsstribution otherwise
provided for in this Agreement with respect to amansferred interest until it has received sucbrimiation.

(d) A Member making a Transfer of all or a portion & @ompany interest and the Transferee thereof gaglall
reasonable costs and expenses incurred by the @gnpaonnection with such Transfer.

9.05 Admission of Transferee as a Membée Transferee of an interest in the Company dtekhdmitted as a Member in the
Company only upon the consent of the Members ownioge than fifty percent (50%) of the aggregatec®atage Interests of all Members.
The rights of a Transferee who is not admitted Beember shall be limited to the right to receivieedtions and distributions from the
Company with respect to the interest transferregyravided by this Agreement. The Transferee ofi saterest shall not be a Member with
respect to such interest, and, without limiting thilegoing, shall not have the right to vote asenier, inspect the Company’s books, act for
or bind the Company, or otherwise interfere irojgrations.

9.06 Effect of Transfer on Companyrhe Members intend that the Transfer of an istarethe Company shall not cause the
dissolution of the Company under the Act; howewetwithstanding any such dissolution, the Membhedl £ontinue to hold the Company’s
assets and operate its business in limited lighitiimpany form under this Agreement as if no suskalution had occurred.

9.07 Distribution Among MemberslIf a Transfer of an interest in the Company apptounder ARTICLE 9 occurs during any
Fiscal Year, Profits, Losses, each item thereaf,ahother items attributable to such interestdioch Fiscal Year shall be divided and allocated
between the transferor and the transferee by takitogaccount their varying interests during thecil Year in accordance with Code
Section 706(d), using any conventions permittethlyand selected by the Members. All distributionsor before the date of a Transfer
approved under ARTICLE 9 shall be made to the feans, and all distributions thereafter shall bede#o the transferee. If a Transfer was not
approved under ARTICLE 9, all of such items shalldiocated, and all distributions shall be madehé Person who, according to the books
and records of the Company, on the last day oFtbeal Year during which the Transfer occurs, vesdwner of the Company interest. The
Members and the Company shall incur no liability fitaking allocations and distributions in accordandth the provisions of this
Section 9.07, whether or not any of the Membetth@Company has knowledge of any Transfer or ptegdorransfer of ownership of any
interest in the Company.
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9.08 Additional Restrictions Notwithstanding the provisions of this ARTICLE®Member may only sell, assign, or otherwise
transfer any Interest in the Company if:

(@) The proposed transfer will not result in the teration of the Company as provided in Section 708{lihe Code, ¢
otherwise adversely affect the Company’s tax statua partnership thereunder. The Members are sstprauthorized to enforce this
provision by notifying the Selling Members that @#insfers or assignments will be suspended far@g of up to twelve (12) months
whenever interests in the Company representingeggde interests of thirty five percent (35%) or enior Company capital or
revenues shall have been effectively transferreahintwelve (12) month period,;

(b) Such Selling Member and his purchaser, transfaressignee execute such instruments of transfeassignment
with respect to such transactions as are in forthsabbstance satisfactory to the non-selling Memlzerd

(c) The assignor or transferor delivers to the Comgangpinion of counsel, in form acceptable to couttsthe
Company; that:

(1) the proposed transfer or assignment of the Intemsplies with all federal and state laws and ragoihs,
including the Securities Act of 1933, and

(2) the proposed transfer or assignment will not affleetavailability to the Company of the exempticont
registration of the interest provided by the SamsgiAct of 1933 or any Rule or Regulation promtegaby the Securities and
Exchange Commission or the similar exemption fregistration under the securities laws of any applie state.

In the event of a transfer of a Member’s Interdst,is in the best interest of the Company tosig the Company may make an
election, as provided for in Section 754 of the €dd adjust the basis of the Company assets.

ARTICLE 10: BUY-SELL

10.01 Determination of Net Equity of Adverse Membetnterest Prior to the end of the sixtieth day followingetay upon whic
a Member (an “Adverse Member”) commits or suffarsfalverse Act, or the sixtieth day after the day Btember other than the Adverse
Member receives actual notice of such Adverse &ay, Member may send notice to the Adverse Membé#reoAdverse Act, and such Adve
Member shall have thirty days following the dateso€h notice (the “Notice Period”) within whichdare the Adverse Act which is the subject
of the notice. At any time prior to the end of Hietieth day following the end of the Notice Periadly Member, by notice to all other Memk
(“Member Notice”), may cause the Net Equity of thdverse Member's interest in the Company to berd@teed as of the date of such
Member Notice. Such notice shall designate the Pippraiser as required by Section 10.05 hereofthadddverse Member shall appoint the
Second Appraiser within ten (10) Business Daysoéiving such notice designating the First Appraise
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10.02 Election to Purchase Interest of Adverse Membresr a period (the “Election Period”) ending at31P.M. (local time at
the Company’s principal place of business) on tiiti¢th day following the day on which notice betAdverse Member's Net Equity is given
pursuant to Section 10.04 hereof (the “Election’pahe Members other than the Adverse Member ni@gteby notice to the Adverse
Member, to purchase all or any portion of the ies¢iof the Adverse Member, which notice shall stiagemaximum Percentage Interest that
such Member is willing to purchase. Said electind purchase shall be made by giving notice thefteef“Purchase Notice”) to all Members,
which Purchase Notice shall not be valid unlessates the maximum Percentage Interest that suahbigie(a “Purchase Notice Member”) is
willing to purchase. If the aggregate Percentagerésts that Purchase Notice Members are willingutghase pursuant to valid Purchase
Notices equals or exceeds the entire Percentageetts of the Adverse Member, the Purchase Notemibérs shall becon“Purchasing
Members” and shall be obligated to purchase athefinterests of the Adverse Member and the Advigtsmber shall be obligated to sell its
interests to the Purchasing Members. Each Purapds@mber shall be obligated to purchase that poicthe Selling Members’ interests that
corresponds to the ratio of the Percentage Intetkat such Purchasing Member indicated willingnessurchase in his Purchase Notice to the
aggregate Percentage Interests that all such Rainchilembers indicated willingness to purchase uaflé®urchase Notices. In the event that
the other Members do not elect to purchase theeeinterest of the Adverse Member, the Adverse Mamshall be under no obligation to sell
any portion of its interest to any Member. The ajddetermining Net Equity shall be borne one-lhgithe Adverse Member and one-half by
the Company and the amount borne by the Companytshtieated as an expense of the Company forgsaepof such determination.

10.03  Terms of Purchase: Closind@he closing of the purchase and sale of the Asb/&tember’s interests shall occur on a date
and time mutually agreeable to the Purchasing laad\tlverse Members, which shall not be later tHz@@ A.M. (local time at the place of the
closing) on the first Business Day occurring orafter the sixtieth day following the last day oéthlection Period and at such place as is
mutually agreeable to the Purchasing Members ane’sé Member, or upon the failure to agree, aCtbpany’s principal place of business.
At the closing each Purchasing Member shall pahecAdverse Member, by cash or other immediatedjlable funds, that portion of the Buy-
Sell Price of such Adverse Member’s interest tlmatesponds to a fraction, the numerator of whidésportion of the Aggregate Buy-Sell
Price for which such Purchasing Member is liabfel the denominator of which is the Aggregate BBegft Price, and the Adverse Member s
deliver to each Purchasing Member good title, fneé clear of any liens, claims, encumbrances, ggdnterests or options (other than those
granted by this Agreement) to the portion of thevdrde Membes interest thus Purchased. Each Purchasing MerhbBibe liable only for th
Purchasing Member’s individual portion of the BugHPrice to Adverse Member. In the event that Boychasing Member shall fail to
perform his obligation to purchase hereunder, andther Purchasing Member elects to purchase ttimpmf the Adverse Member’s interest
thus not purchased, such Adverse Member shall@obligated to sell any portion of his interesatty Purchasing Member.

At the closing the Members shall execute such desusiand instruments of conveyance as may be reggessappropriate to
confirm the transactions contemplated hereby, @lioly, without limitation, the Transfer of the Conmganterests of the Adverse Member to
Purchasing Members and the assumption by each &inchMember of each Adverse Member’s obligatiotihwespect
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to the portion of the Adverse Member’s intereshsfarred to such Purchasing Member. The reasorabts of such Transfer and closing,
including, without limitation, attorneys’ fees afiling fees, shall be divided equally between thdvArse Member and the Purchasing
Members.

The price at which the interest of the Adverse Menib purchased and sold under this Section 1@8h@3‘Buy-Sell Price” of such
interest) is ninety percent (90%) of the Net Eqtiityreof, determined as of the Election Day, untkesAdverse Member is an Adverse
Member solely because of a transfer of an intenestMember upon the death of any Person owninggctly or indirectly, an interest in a
Member, in which event the Buy-Sell Price of suateiest shall be one hundred percent (100%) ofitteEquity thereof, determined as of the
Election Day. The aggregate price of all interestgiired to be bought and sold hereunder is thegfégate Buy-Sell Price.”

10.04  Net Equity. The “Net Equity” of a Member’s interest in ther@pany, as of any day, shall be the amount that avbel
distributed to such Member in liquidation of ther@many pursuant to ARTICLE 11 hereof if (1) all betCompany’s assets were sold for their
Gross Appraised Values, (2) the Company paid itsusal, but unpaid, liabilities and established mese pursuant to Section 11.06 hereof for
the payment of reasonably anticipated contingeni@&nown liabilities, and (3) the Company distridithe remaining proceeds to the
Members in liquidation, all as of such day, proddkat in determining such Net Equity, no reseprecbntingent or unknown liabilities shall
be taken into account if such Member (or his susmels interest) agrees to indemnify the Compartyahother Members for that portion of
any such reserve as would be treated as havingviaigemeld pursuant to Section 11.06 hereof fromdistribution such Member would have
received pursuant to Section 11.05 hereof if ndrseserve were established.

The Net Equity of a Member’s interest in the Compahall be determined, without audit or certifioati from the books and records
of the Company by a firm of independent certifiedblic accountants designated by the Manager(s) Ndie€equity of a Membes' interest sha
be determined within sixty (60) days of the daymupdich such accountants are appraised in writfrthe Gross Appraised Value of the
Assets of the Company, and the amount of such Neit¥shall be disclosed to the Company and eatcheoMembers by written notice,
prepared and delivered by such accountants, theyéa(s), or any Member, to the Members. The Nettzgletermination of such accounta
shall be final and binding in the absence of a shgwf gross negligence or willful misconduct.

10.05 Gross Appraised Value of the Assets of the Compd@®yoss Appraised Value of the Assets of the Camypaas of any
day, shall be equal to the fair market value obathe assets of the Company as of such day. #d kerein, as of any day, the “fair market
value” of the assets of the Company means the maximum rantifoat a single buyer would reasonably be expectgay for all of the Assets
the Company, on such day, determined on an asstd®f basis, free and clear of all liens and ebcamees, in a single cash purchase.

In situations under this Agreement in which it ecassary to determine the Gross Appraised ValtieeofAssets of the Company, the
provision requiring such determination provides tienner and time for the appointment of two appraigthe “First Appraiser” and the
“Second Appraiser”). If the Second Appraiser isdiyndesignated, the First and Second Appraiseiseseh, within forty-five (45) days of
such appointment, give written notice to the Conypéime Members, and the
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firm of independent certified public accountantsigeated by the Manager(s), of their respectiverdgnations of the Gross Appraised Value
of the Assets of the Company. If the differenceneetn the separate determinations of the Gross Aggat&/alue of the Assets of the Company
of the First Appraiser and the Second Appraiséds than $500,000.00, the Gross Appraised ValtleofAssets of the Company shall, for
purposes of this Agreement, be equal to the aveshtiee determinations of the Gross Appraised Valuthe Assets of the Company of the
First Appraiser and the Second Appraiser. If tHeedince between the separate determinations dbtbes Appraised Value of the Assets of
the Company of the First Appraiser and the Secopprdiser is more than $500,000.00, then at any &iftez such period, either the Persons
who appointed the First Appraiser or the Persons agpointed the Second Appraiser, by written ndticine First Appraiser and Second
Appraiser, may demand that they appoint a ThirdrAjger (the “Third Appraiser”). If the First Appsar and Second Appraiser have not
appointed the Third Appraiser (who shall have agjteeserve) by the twentieth day after such demaitlder the Persons who appointed the
First Appraiser or the Persons who appointed tloi@ Appraiser may request any judge of the Faluthcial District Court of the State of
Utah to appoint the Third Appraiser. The Third Agiger shall, within thirty (30) days after his @rfappointment, make a determination of the
Gross Appraised Value of the Assets of the Comentlyprovide written notice of that determinatioriie Company, the members and the
firm of independent certified public accountantsigeated by the Manager(s). Upon the determinatfdhe Gross Appraised Value of the
Assets of the Company by the Third Appraiser, thes& Appraised Value of the Assets of the Compéaayl,Sor purposes of this Agreement,
be equal to the average of the two closest detainims of the Gross Appraised Value of the AsséthemCompany by the First, Second, and
Third Appraisers.

If a Second Appraiser is not timely appointed i@ thanner provided by this Agreement, and if suato8e Appraiser remains
unappointed for more than ten (10) days after #ivsdh entitled to make such appointment is givettemrnotice that such Second Appraiser
has not been timely appointed as provided in tlgjee@ment, the Gross Appraised Value of the AsddtseecCompany shall be determined
solely by the First Appraiser who shall give notafesuch Gross Appraised Value of the Assets oftbmpany to the Company, the Members,
and the firm of independent certified public acdaumts designated by the Manager(s) within thir@) @ays of the last day on which the
Second Appraiser could have been timely designated.

Each appraiser appointed hereunder shall be diesterl and shall be a member of the Appraisaltitstor other appropriate body
qualified to appraise business similar to thathef Company.

ARTICLE 11: DISSOLUTION AND WINDING-UP

11.01  Waiver of Partition No Member shall, either directly or indirectlgke any action to require partition, file a bilt fo
Company accounting or appraisement of the Company§ any of its assets or properties or cause aleef any Company property, and
notwithstanding any provisions of applicable lawthe contrary, each Member (and each of his legfalesentatives, successors, or assigns)
hereby irrevocably waives any and all rights it nhaye to maintain any action for partition or tongel any sale with respect to his Company
interest, or with respect to any assets or progeedf the Company, except as expressly providéasmrAgreement.
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11.02 Covenant Not to Withdraw or DissolvéNotwithstanding any provision of the Act, eachrivieer hereby covenants and
agrees that the Members have entered into thisehgeat based on their mutual expectation that athbkrs will continue as Members and
carry out the duties and obligations undertakethkyn hereunder and that, except as otherwise estpregjuired or permitted hereby, each
Member hereby covenants and agrees not to (atakaction to file a certificate of dissolutionitsr equivalent with respect to itself, (b) take
any action that would cause a Voluntary Bankrugityuch Member, (c) withdraw or attempt to withdriiam the Company, (d) exercise any
power under the Act to dissolve the Company, (@nsfer all or any portion of his interest in then@pany, (f) petition for judicial dissolution
of the Company, or (g) demand a return of such Matalzontributions or profits (or a bond or othecurity for the return of such
contributions or profits) without the consent o€ tlembers holding more than fifty percent (50%)h&f Percentage Interests.

11.03 Dissolution and Termination of the Companijhe Company shall be dissolved and terminated tipe first to occur of any
of the following (“Liquidating Events”):

€)) By written agreement of Members holding more thiétg percent (50%) of the Percentage Interests;
(b) The happening of any other event that makes itwfaleor impossible to carry on the business of @mnpany; or
(c) When the Company is not the successor or survintityen any merger or consolidation between thenpany and

any one (1) or more other entities.

(d) If the Company has not previously been dissolvatitarminated, on the date which is thirty (30) peaifter the dat
on which the Articles of Organization for the Compavere first filed with the Division of Corporatie and Commercial Code of the
Department of Commerce for the State of Utah.

11.04  Effect of Bankruptcy, Death or Incompetency of anMeer. The bankruptcy, death, dissolution, liquidatitermination or
adjudication of incompetency of a Member shall canise the termination or dissolution of the Compamy the business of the Company shall
continue. Upon any such occurrence and unlessubltee, receiver, executor, administrator, committeiardian or conservator of such
Member is admitted as a Member of the Company éo@ance with the Operating Agreement, the trusemiver, executor, administrator,
committee, guardian or conservator of such Membeall bave the rights specified in Section 9.05hié Agreement. The transfer by such
trustee, receiver, executor, administrator, congmjtguardian or conservator of any Company Intstest be subject to all of the restrictions
set forth in this Agreement to which such transfeuld have been subject if such transfer had besaterby such bankrupt, deceased,
dissolved, liquidated, terminated or incompetentider.

11.05 Winding Up. Upon the dissolution of the Company, the Compslrgll continue solely for the purpose of windingitsp
affairs in an orderly manner, liquidating its asseind satisfying the claims of its creditors aneiders and no Member shall take any action
that is inconsistent with, or not necessary topgrapriate for, winding up the Company’s business a
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affairs. To the extent not inconsistent with theefping, all covenants and obligations in this Agnent shall continue in full force and effect
until such time as the Property has been distribptesuant to this Section 11.05 and the Compasyédraninated. The Members shall be
responsible for overseeing the winding up and tigtion of the Company, shall take full accountref Company’s liabilities and Property,
shall cause the Property to be liquidated as priynagtis consistent with obtaining the fair markatue thereof, and shall cause the proceeds
therefrom, to the extent sufficient therefore, éodpplied and distributed in the following order:

(@) First, to the payment and discharge of all of tlenPany’s debts and liabilities to creditors, inchgldebts and
liabilities to creditors who are Members, and te #stablishment of reserves for the payment ofiéies and liabilities of the
Company in accordance with applicable law;

(b) The balance, if any, to the Members in accordantietiveir Percentage Interests.

11.06  Reserve for Liabilities In the discretion of the Members, a pro rataiporof the distributions that would otherwise bedmaa
to the Members pursuant to Section 11.05(b) harenf be:

(@) distributed to a trust established for the beradfthe Members for the purposes of liquidating Campassets,
collecting amounts owed to the Company, and pagmgcontingent or unforeseen liabilities or obligas of the Company or of the
Members arising out of or in connection with then@any. The assets of any such trust shall be loligé&d to the Members from time
to time, in the reasonable discretion of the Merapierthe same proportions as the amount distribtstesuch trust by the Company
would otherwise have been distributed to the Membpersuant to Section 11.05 hereof; or

(b) withheld to provide a reasonable reserve for Compiabilities (contingent or otherwise) and to esfl the
unrealized portion of any installment obligationgenl to the Company, provided that such withheld @amm®shall be distributed to the
Members as soon as practicable.

11.07 Deemed Distribution and RecontributioNotwithstanding any other provisions of this ARTE 11, in the event the
Company is liquidated within the meaning of Redola Section 1.704-I(b)(2)(ii)(g) but no Liquidagifevent has occurred, the Property shall
not be liquidated, the Company’s liabilities shadt be paid or discharged, and the Company’s affdiall not be wound up. Instead, the events
described in Regulations Section 1.708{1)(iv) as in effect at the time of the liquittan described in the previous sentence shall leengel tc
have occurred.

11.08 Return of Capital Each Member shall look solely to the assets ®@Gbmpany and to the Company property remainireg aft
the payment or discharge of the debts and liadslitif the Company to the Member. If such assetpeopkrty are insufficient to return the
Capital Contributions of each Member, the Membéedlave no recourse against any other Membegainat the Manager(s) irrespective of
such Member’s capital balance, be it a debit odictealance. However, any Member with a debit agatere balance in his capital balance,
upon the dissolution
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and winding up of the Company, shall not be emtittea distribution as to capital or his share rofifs.

11.09  Winding Up of the CompanyUpon a dissolution of the Company, the windingofithe affairs of the Company and the
distribution of its assets shall be conducted leyNtanager(s) who are hereby authorized to do adyaliracts and things reasonably necessary
to accomplish the foregoing. In this regard, thenk®iger(s) may delegate their obligation to a recaive trustee.

A reasonable time shall be allowed for the ordéqyidation of the assets of the Company and tkehdirge of liabilities to creditors
S0 as to enable the Manager(s) to minimize theebesastomarily attendant to distressed dispositidmsoperty. In liquidating the assets of the
Company, all assets of a saleable value which taeager(s) determine are not suitable for an edeidibtribution shall be sold at public or
private sale as the Manager(s) deem advisable Member may purchase such assets at any such sale.

11.10  Final Accounting The Company shall furnish each of the Memberh wistatement prepared by an accountant designated
by the Manager(s) which shall set forth the asaetkliabilities of the Company as of the date afieation and which shall disclose the
sources and applications of Company assets andguedhereof during the course of winding up then@any affairs and dissolution. Upon
completion of the winding up and termination of @empany, the Members shall execute, acknowleddecanse to be filed Articles of
Dissolution of the Company.

11.11  Method of Distribution of AssetsTo the extent feasible, all distributions in lidations shall be made pro rata to the
Members in kind. Distribution of specific assetsalsbhe determined by the Manager(s).

11.12  Judicial Dissolution Notwithstanding anything to the contrary in tAigreement, a court having jurisdiction of the Comyg
and the Members may, in an action commenced byratMe decree dissolution of the Company if in saction it is established that the
Members are deadlocked in the management of tagsafif the Company and because of such deadltioiréireparable injury to the
Company is threatened or being suffered or thenlegsiand the affairs of the Company can no longeohducted to the advantage of the
Members generally.

ARTICLE 12: AMENDMENT

12.01 Amendment of Articles of OrganizatiorThe Company’s Articles of Organization shall beemded whenever:

(@) There is a change in the name of the Company;

(b) There is a change in the character of the busiofetb® Company from that specified in the Compamyrscles of
Organization;

(c) There is a false or erroneous statement in thelastiof Organization;

(d) There is a change in the time, as stated in thieléstof Organization, for the dissolution of ther@pany;
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(e) The Members determine to fix a time not previowsglgcified in the Articles of Organization for thisgblution of
the Company; or

® The Members desire to make a change in any ofringgions of the Articles of Organization in order the
Articles of Organization to accurately represeetéigreement among them.

12.02 Amendment of AgreementAmendments to this Agreement may be proposedpyweember. The Member proposing such
an Amendment shall submit to the Members a verbstatement of any proposed amendment and shatiheeekitten vote of the Members
the proposed amendment or shall call a meetingt® thereon. A proposed amendment shall be adaptedbe effective as an amendment
hereto only if it receives approval of the Membleotding at least sixty percent (60%) of the Peragatinterests.

ARTICLE 13: INDEMNIFICATION

13.01 Agents. Proceedings and ExpensEsr the purposes of this Section 13.01, “agerg&ans any Person who is or was a
Member, officer, employee, or other agent of thisn@any, or is or was serving at the request of@lmisipany as an officer, employee, or ay
of another foreign or domestic corporation, compgaint venture, trust or other enterprise, or wasemployee, or agent of foreign or dome
corporation which was a Member of this Company. fmm “proceeding” means any threatened, pendirgpopleted action or proceeding,
whether civil, criminal, administrative, or invegtive. The term “expenses” includes, without latiiin, attorney’s fees and any expenses of
establishing a right to indemnification under Subiem 13.01(d), or Subsection 13.01(e) of this Bect3.01.

(@) Actions Other Than By The Company¥he Company shall indemnify any Person who wds arparty, or is
threatened to be made party, to any proceedingi(dftlan an action by or in the right of this Comydny reason of the fact that such
Person is or was an agent of this Company, agekp&nses, judgments, fines, settlements and otheursts actually and reasonably
incurred in connection with such proceeding if tRatson acted in good faith and in a manner thabpereasonably believed to not
contrary to the best Interests of this Company anthe case of a criminal proceeding, had no nealsie cause to believe the conduct
of that person was unlawful. The termination of @angceeding by judgment, order, settlement, coiorigtor upon a plea of nolo
contendere or its equivalent shall not, of itseléate a presumption that the person did not agbad faith and in a manner which the
person reasonably believed to be in the best isited this Company or that the Person had reasmeabse to believe that the
Person’s conduct was unlawful.

(b) Actions By The CompanyThe Company shall indemnify any Person who was arparty, or is threatened to be
made a party, to any threatened, pending or coebkettion by or in the right of this Company toqne a judgment in its favor by
reason of the fact that Person is or was an adehtsoCompany, against expenses actually and nedbp incurred by that Person in
connection with the defense or settlement of thtba if that Person acted in good faith, in a nerthat person believed to not he
contrary to the best interests of this Company\witid such care, including reasonable inquiry, as@narily
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prudent person in a like position would use undilar circumstances. No indemnification shall bada under this Subsection 13.01(b):

(1) In respect of any claim, issue or matter as to i@t Person shall have been adjudged to be lialtee
Company in the performance of that Person’s duthéoCompany, unless and only to the extent tleattturt in which that
action was brought shall determine upon applicatia, in view of all the circumstances of the ¢alat Person is fairly and
reasonably entitled to indemnity for the expensk&kwthe court shall determine;

(2) Of amounts paid in settling or otherwise disposifig threatened or pending action, with or withootirt
approval; or
3) Of expenses incurred in defending a threateneedipg action which is settled or otherwise displosie

without court approval.

(c) Successful Defense By Agento the extent that an agent of this Company leas Isuccessful on the merits in
defense of any proceeding referred to in Subsed®@1(b) or 13.01 (c), or in the defense of a@yne| issue, or matter therein, the
agent shall be indemnified against expenses agtaatl reasonably incurred by the agent in connedkierewith.

(d) Advance of ExpensesExpenses incurred in defending any proceedinly seadvanced by this Company before
the final disposition of the proceeding on receipan agreement by or on behalf of the agent tay¢pe amount of the advance un
it shall be determined ultimately that the agemtdsentitled to be indemnified as authorized is tkRTICLE 13.

(e) Other Contractual RightsNothing contained in this ARTICLE 13 shall affesty right to indemnification to which
persons other than Members, any officer or agdrtsisoCompany or any subsidiary hereof may betledtby contract or otherwise.

13.02  Other Indemnification The indemnification herein provided shall notdeemed exclusive of any rights to which those
seeking indemnification may be entitled under agneament, vote of Members (whether disinterestettr; or otherwise, both as to action in
his official capacity and as to action in anothapacity while holding such position, and shall amm as to a person who has ceased to be a
Member or employee, and shall inure to the beétihe heirs, executors and administrators of uerson.

13.03 Insurance The Company may purchase and maintain insuram¢ebalf of any person who is or was a Memberceffior
employee of the Company, or is or was servingatdguest of the Company as a member, employegeat af another company, joint
venture, trustor other enterprise against anylitgl@isserted against him and incurred by him ip sunch capacity, or arising out of his status as
such, whether or not the Company would have thespdéavindemnify him against liability.
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13.04  Settlement by CompanyThe right of any person to be indemnified shalklibject always to the right of the Company, in
lieu of such indemnity, to settle any such claietjan, suit or proceeding at the sole expense®fXbmpany by the payment of the amount of
such settlement and the costs and expenses indorcednection therewith.

ARTICLE 14: MISCELLANEOUS

14.01  Notices. Each Member shall maintain with the records ef@ompany an address for notices from the Compmawych
Member. Each Member agrees that as of the datésoAgreement, the address for notices to such Mernsbset forth in ARTICLE 3 above.
Each Member may, by notice given to all of the otMembers and the Company at the designated dffieeified in Section 1.04 above in the
manner specified in this Section 14.01 designatthem address to which notices are to be sent potga this Agreement. Any notice,
payment, demand, or communication required or gezchto be given by any provision of this Agreem&mdll be in writing and sent by
overnight courier, or by telephone or facsimilesuth telephone conversation or facsimile is foddvby a hard copy of the telephone
conversation or facsimile communication sent bysteged mail, return receipt requested, postagegide addressed in the manner specified
above in this Section 14.01. Any such notice dhaltleemed to be delivered, given, and received the @arlier of the date so delivered or
delivery is refused.

14.02  Title and Captions Article and Section titles or captions contaimethis Agreement are inserted only as a matter of
convenience and for reference and in no way delfiimé, extend or describe the scope of this Agreatror the intent of any provision hereof.

14.03  Gender. Whenever the singular number is used in this Agrent and when required by the context, the sasieisblude
the plural, and the masculine gender shall incthéefeminine and neuter genders and the word “pérsiwall include corporation, firm,
company, or other form of association.

14.04  Counterparts This Agreement may be executed in several copatty, and all so executed shall constitute oneesent
binding on all parties hereto, notwithstanding thlhthe parties are not signatory to the origimathe same counterpart.

14.05 Governing Law. This Agreement and all amendments hereto shajblwerned by the laws of the State of Utah.

14.06  Survival of Terms and Provisiong he terms and provisions of this Agreement ghalbinding upon and inure to the benefit
of the successors and assigns of the respectivebigism

14.07  Severability. The invalidity or unenforceability of any parttbfis Agreement shall not invalidate or affect Yadidity or
enforceability of any other provision of this Agmneent, which shall continue to govern the rights ahligations of the parties hereto as though
the invalid or unenforceable provisions(s) wereapart hereof.

14.08  Further InstrumentsThe Members agree that they will execute anyadhother documents or legal instruments that may b
necessary or required to carry out and effectuatd the provisions hereof.
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14.09 Preparation of AgreemenThe Members acknowledge that they have all ppédied in the preparation of this Agreement
and, in the event that any question arises regaiitirinterpretation, no presumption shall be drawfavor of or against any Member with
respect to the drafting hereof.

14.10 Entire Agreement This Agreement constitutes and represents theeagreement of the Members with respect to the
subject matter hereof, and all other prior agreémeaovenants, promises and conditions, verbalriiten, between the Members are
incorporated herein. No Member hereto has reliexhugny other promise, representation or warranhgrahan those contained herein, in
executing this Agreement.

14.11  Waiver of Lis Pendens and Partitioihe Members recognize that no Member has angtdiight in any Company propert
but only an interest in the Company which is peas@noperty. Accordingly, because the Company méfesirreparable financial loss if a lis
pendens were filed or an action for partition wereught with respect to Company property by a Menabising out of a Company dispute,
each Member does hereby waive any such righteaflis pendens against any property of the Compabying an action for partition thereof.

14.12  Litigation . In the event any Member or the Company findgdessary to bring an action at law or other proogeaigainst
any Member to enforce any of the terms, covenanteditions hereof, or by reason of any breactlifficulty hereunder, the party prevailing
in any such action or other proceeding shall béledtto recover against the other party all reabda attorney’s fees and associated costs. In
the event any judgment is secured by such preggilarty, all such attorneys’ fees and associatstsahall be determined by the court and not
a jury and shall be included in any judgment.

14.13  Qualification in Other Statedf the business of the Company is conductedatestin addition to the State of Utah, then the
Members agree that this Company shall exist urtelaws of each state in which such business isfigtconducted to the extent that it is
necessary in order to do business in such statitauotherwise the laws of the State of Utah sialern this Company and each Member
agrees to execute such other and further docurasmisay be required in order to qualify the Compangonduct its business in other states
the extent that business of the Company shall bdwated in another state, the Members may designpitimcipal place of business and other
offices in such state or states.

14.14  Binding Effect. Except as otherwise provided in this Agreemergrgcovenant, term, and provision of this Agreetrsdrall
be binding upon and inure to the benefit of the Mers and their respective heirs, legatees, legatsentatives, successors, transferees, and
assigns.

14.15 Construction Every covenant, term, and provision of this Agneat shall be construed simply according to itsfa@aning
and not strictly for or against any Member. Then®iof this Agreement are intended to embody the@uwic relationship among the Members
and shall not be subject to modification by, oicbaformed with, any actions by the Internal ReveBagvice except as this Agreement may be
explicitly so amended and except as may relateifigaty to the filing of tax returns.
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14.16  Time. Time is of the essence with respect to this Agere.

14.17 Incorporation by ReferenceEvery exhibit, schedule, and other appendix hitddo this Agreement and referred to herein is
not incorporated in this Agreement by referencessithis Agreement expressly otherwise provides.

14.18  Further Action. Each Member agrees to perform all further actsexecute, acknowledge, and deliver any documehish
may be reasonably necessary, appropriate, or dést@carry out the provisions of this Agreement.

14.19  Variation of PronounsAll pronouns and any variations thereof shaltlbemed to refer to masculine, feminine, or neuter,
singular or plural, as the identity of the persopersons may require.

[The Rest of This Page Is Intentionally Left Blank]
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DATED effective as of January 1, 2004.

MANAGER:

/s/ Kenneth M. Woolle

Kenneth M. Woolley

MEMBERS:

/s/ Kenneth M. Woolle

Kenneth M. Woolley

/s/ Charles L. Aller

Charles L. Aller

/s/ Dean A. Anderso

Dean A. Andersol

/s/ Timothy Arthurs

Timothy Arthurs

/s/ Kenneth R. Bec

Kenneth R. Becl

K. Bruce Bouche
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/s/ Robert L. Burn:

Robert L. Burns

Larendee B. Ca

/s/ Kent W. Christense

Kent W. Christense

Monty J. Conrac

Alex Engel

James Hafe

Russell Brent Hard

/s/ William E. Hobar

Bill Hoban
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KRISPEN FAMILY HOLDINGS, L.C., a Utal
limited liability company

By: /s/ Spencer F. Kir

Name:

Title:

Mark M. Landes

Todd A. Lucas

/s/ Diane Manninc

Diane Manning

/s/ James L. Overtu

James L. Overtul

/s/ David L. Rasmusse

David L. Rasmusse

/s/ Brian G. Sheppal

Brian G. Sheppar
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SSA VENTURES, L.L.C., a Utah limited liabilit
company

By: /s/ Stephen C. AldoL

Name: Stephen C. Aldou

Title: Managel

/s/ Jim M. Steven

Jim M. Steven:

/s/ Robert Stranc

Robert Strand

s/ Peter Scott Stubl

Peter Scott Stubk

Richard S. Tanne

Ann Maureen King, as Trustee of the Ann Maur
King Trust dated June 26, 19

Kenneth M. High, as Trustee of the High Fan
Trust dated December 31, 20
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Sandra J. High, as Trustee of the High Family T
dated December 31, 20

THE KIRK 101 TRUST

By:

. David R. Spafford, Truste

By: /s/Stephen C. Aldous, Trusti

Stephen C. Aldous, Trust

Thomas P. Pecht, as Trustee of the Pecht Fe
Trust dated April 11, 199

Karen M. Pecht, as Trustee of the Pecht Fa
Trust dated April 11, 199

THE SFKC KIRK CHARITABLE REMAINDER
TRUST

By:

Leland S. McCullough, Truste

By:

David R. Spafford, Truste
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Robert C. Weiss, in his capacity as Trustee o
Weiss Trust dated August 2, 19

Gwynneth F. Weiss, in her capacity as Truste
the Weiss Trust dated August 2, 1¢

/s/ Kenneth T. Wooller

Kenneth T. Woolley




EXHIBIT B

SECOND AMENDED AND RESTATED OPERATING AGREEMENT
OF
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SECOND AMENDED AND RESTATED OPERATING AGREEMENT
FOR
EXTRA SPACE DEVELOPMENT, LLC

THIS SECOND AMENDED AND RESTATED OPERATING AGREEMHBN(this “Agreement”)s made as of December 31, 2007
“Effective Date”) by and between KENT W. CHRISTENSEBnd CHARLES L. ALLEN, as the Managers, and EXTRRACE STORAGE
LLC (referred to as the “Member”), with referencette following facts:

A. Extra Space Development, LLC (“Company”) a limiteility company organized under the laws of that& of Utah, has
previously filed Articles of Organization (the “Actes”), with the Utah Secretary of State.

B. The Member has entered into a Subscription Agreeéofegven date herewith, whereby Member has acduirembership
interests in the Company.

C. By operation of a Membership Interest Redemptione&gient, Member is now the sole member of the Casnpa

D. The Member desires to adopt and approve a Secorahded and Restated Operating Agreement for the @oynpnder the

Revised Utah Limited Liability Company Act as curtly or hereinafter in effect in the State of Utdhe “Act”).

NOW, THEREFORE, the Member by this Agreement setthfthe Operating Agreement for the Company upentérms and subject
the conditions of this Agreement.

ARTICLE |
ORGANIZATIONAL MATTERS

1.1 Name. The name of the company shall be “Extra Spacee@ewment, LLC.” The Company may conduct businesteuthat
name or any other name approved by the Member.

1.2 Term. This Agreement shall be effective from the ddtthe adoption of this Agreement by all of the Mardband the term
of this Agreement shall continue until dissolutimfithe Company as hereinafter provided.

1.3 Office and Agent The Company shall continuously maintain an office registered agent in the State of Utah as mediy
the Act. At the time of its formation, the regigtdroffice and registered agent of the CompanyérState of Utah is Extra Space Storage LLC
of2795 E, Cottonwood Parkway, #400, Salt Lake Qittgh 84121 Attn: David L. Rasmussen. In additibie, Company shall maintain its
principal office at 2795 E. Cottonwood Parkway,t8400, Salt Lake City, Utah 84121, or at such iogit@ce as the Manager(s) may detern
The registered office, registered agent and pralaffice of the Company may be changed at any &ing:from time to time by the Manager

(s)-

1.4 Business of the Companyrhe Company shall not engage in any business titha the following without the consent of all
of the Members:




(@) The purpose of the Company is to engage in any tdladul activity for which a limited liability corpany may be
organized under the Act; and

(b) Such other activities directly related to the faieg activities as may be necessary or advisabieemeasonable
opinion of the Manager to further such business.

ARTICLE Il
CAPITAL CONTRIBUTIONS

2.1 Capital Contributions The Member shall make a contribution to the et the Company in the amount shown opposit
Member’s name on Exhibit “A” attached hereto. Norvker shall be required to make any additional douations to the capital of the
Company. Additional contributions to the capitatloé Company shall be made only with the unaninoaunsent of the Manager and the
Member. Except as provided in this Agreement, nanlder may withdraw his or her capital contribution.

2.2 Capital Accounts The Company shall establish an individual cagitadount (“Capital Account”) for each Member. The
Company shall determine and maintain each CapitabAnt in accordance with Treasury Regulationsi@edt.704-1 (b)(2)(iv).
2.3 No Interest The Company shall not pay any interest on capdatributions.
ARTICLE III
MEMBERS
3.1 Member. The liability of the Member shall be limited a®pided in the Act, which generally provides thatMember is

personally liable for the debts, obligations, abliities of the Company.

3.2 Admission of Additional MembersAdditional Members may be admitted with the appi@f all Members. Additional
Members will participate in the “Net Profits,” “Nébsses” (as such terms are defined in Sectiof Sahd distributions of the Company on
such terms as are determined by the Members. EXbshall be amended upon the admission of antaxthl Member to set forth such
Member’s name and capital contribution.

3.3 Member Services: Reimbursement of Expendéisless otherwise specifically agreed among thenbkrs, no Member shall
receive any payment or compensation for performafiobligations under this Agreement. Subject @smnable regulations adopted by the
Manager, the Company shall reimburse Members foeasonable direct out-of-pocket expenses incusyetthem at the request of the
Company.

ARTICLE IV
MANAGEMENT AND CONTROL OF THE COMPANY
4.1 Manager to Manage Business
(@) The business of the Company shall be conductedruhdexclusive management of a manager or manéers

“Manager”) elected by the Members. The initial Mgees shall be Kent W. Christensen and Charles lenAIAt all times when there is more
than one Manager for the Company, each Managertsha full power and authority to act on behaltltd Company and to bind the Comp
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thereby, without the approval of any other Managgcept as otherwise prohibited by other provisiointhis Agreement.
(b) The Manager shall act on behalf of the Company.NMlheager may, but need not, act at meetings.

4.2 Powers of ManagersThe Manager is authorized on the Company’s bebatfake all decisions as to: (i) management of all
or any part of the Company’s assets and busingspfrowing money (including borrowing from Memisg, and the granting of security
interests in the Company’s assets; (iii) prepaymefihancing, or extension of any indebtedneghefCompany for borrowed money; (iv)
compromise or release of any of the Company’s daimdebts; and (v) employment of persons, firmgooporations for the operation and
management of the Company’s business.

In the exercise of the Manager's management powsgdylanager is authorized to execute and delimdyahalf of the
Company and in its name: (i) contracts, conveyagressignments, leases, subleases, franchise agreeiieensing agreements, management
contracts, and maintenance contracts coveringfectiig the Company’s business and assets; (iglkahalrafts, and other orders for the
payment of the Company’s funds; (iii) promissorye®s mortgages, deeds of trust, security agreermamisother similar documents; and (iv)
other instruments of any kind or character relatmthe Company’s affairs, whether like or unlike foregoing.

4.3 Election of Managers

(@) The Company shall initially have two (2) Managdrse number of Managers of the Company shall belffrem
time to time by the affirmative vote or written s@mt of a majority of the Membership Interestsyfed that in no instance shall there be less
than one Manager and provided further that if thenber of Managers is reduced from more than omm®éo the Articles shall be amended t
state, and if the number of Managers is increaseddre than one, the Articles shall be amendecletel the statement that the Company has
only one Manager. Unless he or she resigns omsved, each Manager shall hold office until a sasoeshall have been elected and quali
Managers shall be elected by the affirmative voteritten consent of Members holding a majoritytted Membership Interests. A Manager
need not be a Member, an individual, a residetih®fState of Utah, or a citizen of the United State

(b) Any Manager may resign at any time by giving writtetice to the Members and remaining Managenyf a
without prejudice to the rights, if any, of the Coamy under any contract to which the Manager iartypThe resignation of any Manager shall
take effect upon receipt of that notice or at siatér time as shall be specified in the notice.ddalotherwise specified in the notice, the
acceptance of the resignation shall not be necessanake it effective. The resignation of a Marragho is also a Member shall not affect the
Manager’s rights as a Member and shall not cortstauvithdrawal of a Member.

(c) Any Manager may be removed at any time, with calgéhe affirmative vote of a majority of the Mennbleip
Interest at a meeting called expressly for thappse, or by the written consent of a majority & Membership Interest. Any removal shall be
without prejudice to the rights, if any, of the Mayer under any employment contract and, if the idan& also a Member, shall not affect the
Manager’s rights as a Member or constitute a wahdd of a Member. For purposes of this Sectionyéedshall mean fraud, gross negligen
willful misconduct, embezzlement or a breach ofrshtanager’s obligations under this Agreement or amployment contract with the
Company.

(d) Any vacancy occurring for any reason in the nundieManagers may be filled by the affirmative voteasitten
consent of a majority of the Membership Interest.




4.4 Time Devoted to BusinessThe Manager shall devote such time to the businéthe Company as he in his discretion deems
necessary for the efficient operation of the Comyfmhusiness. The Manager and any person or egditjrolled by, controlling or under
common control with the Manager (each such persantity is defined as an “Affiliate”) may engageiovest in any activity, including,
without limitation, those that might be in direcatindirect competition with the Company. Neithee @ompany nor any Manager shall have
right in or to such other activities or to the ine® or proceeds derived therefrom.

4.5 Information Relating to CompanyOn request, the Manager shall supply to any Menmbermation regarding the Company
or its activities. Each Member or authorized repn¢ative of a Member shall have access to and nepetct and copy all books, records, and
materials in the Manager’s possession regardin@timpany or its activities. The exercise of thétsgcontained in this Section shall be at the
requesting Member’s expense.

4.6 Exculpation. Any act or omission of the Manager, the effectvbfch may cause or result in loss or damage t&Cthmpany
or the Members if done in good faith to promotelibet interests of the Company, shall not subjeetManager to any liability to tHdembers

4.7 Management Fee: Reimbursement of Expen3é&& Company shall pay the Manager a managemerrfé no Manager sh
be prevented from receiving any fee because thealylamis also a Member. In addition, the Companyl phg the Manager or Affiliates of the
Manager for services rendered or goods providédeécCompany. The Company shall reimburse the Marfagell reasonable direct out-of-
pocket expenses incurred by him or his Affiliatesrianaging the Company.

ARTICLE V
ALLOCATIONS OF NET PROFITS AND NET LOSSES AND DISTBRUTIONS
5.1 Definitions. When used in this Agreement, the following teshall have the meanings set forth below.
(@) “Code” shall mean the Internal Revenue Code of 188Gmended from time to time, the provisionsueteeding

law, and to the extent applicable, the TreasuryuReipns.

(b) “Company Minimum Gain” shall have the meaning asedito the term “Partnership Minimum Gain” in the
Treasury Regulations Section 1.704-2(d).

(c) “Member Nonrecourse Debt” shall have the meanimgilaed to the term “Partner Nonrecourse Debt” inaBury
regulations Section 1.704-2(b)(4).

(d) “Member Nonrecourse Deductions” shall mean item&aipany loss, deduction, or Code Section 705(@)2)
expenditures which are attributable to Member Noouese Debt.

(e) “Net Profits” and “Net Losses” shall mean the inagrgain, loss, deductions, and credits of the Comppathe
Aggregate or separately stated, as appropriatefrdeted in accordance with the method of accourdirtye close of each fiscal year emplo
on the Company'’s information tax return filed fedéral income tax purposes.

® “Nonrecourse Liability” shall have the meaning &®th in Treasury Regulations Section 1.752-1(a)(2)
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(9) “Treasury Regulations” shall mean the final or temgpy regulations that have been issued by the Defartment
of Treasury pursuant to its authority under the €@ohd any successor regulations.

5.2 Allocations of Net Profit and Net Loss

(@) Net Loss. Net Loss shall be allocated to the Members ipprtion to their Membership Interest. Notwithstargli
the previous sentence, loss allocations to a Mermsiet be made only to the extent that such Idssations will not create a deficit Capital
Account balance for that Member in excess of anwarhaf any, equal to such Member’s share of Comygdmimum Gain that would be
realized on a foreclosure of the Compangtoperty. Any loss not allocated to a Member bseaf the foregoing provision shall be allocate
the other Members (to the extent the other Memarersiot limited in respect of the allocation ofdes under this Section 5.2(any loss
reallocated under this Section 5.2¢agll be taken into account in computing subsegakwtations of income and losses pursuant to this
Article V, so that the net amount of any item so allocatedtl@income and losses allocated to each Membsugut to this Article V to the
extent possible, shall be equal to the net amdwattwould have been allocated to each such Memlreugnt to this Article \if no reallocatiol
of losses had occurred under this Section 5.2(a)

(b) Net Profit. Net Profit shall be allocated to the Membersnopgortion to their Membership Interests.

5.3 Code Section 704(c) AllocationdNotwithstanding any other provision in this AR¢/ , in accordance with Code Section 70-
4(c) and the Treasury Regulations promulgated threter, income, gain, loss, and deduction with retsfgeany property contributed to the
capital of the Company shall, solely for tax pugmse allocated among the Members so as to take@icof any variation between the
adjusted basis of such property to the Companiefieral income tax purposes and its fair markeievain the date of contribution. Allocations
pursuant to this Section 5ate solely for purposes of federal, state and l@oads. As such, they shall not affect or in any Wwa taken into

account in computing a Member’s Capital Accounslmare of profits, losses, or other items of distitms pursuant to any provision of this
Agreement.

(@) Distribution of Assets by the Compan$ubject to applicable law and any limitationsteomed elsewhere in this
Agreement, Members holding at least a majorityhefMembership Interests may elect from time to timeause the Company to make
distributions. Distributions shall be first to tembers in proportion to their unreturned capitaittibutions until each Member has recovered
his or her capital contributions, and then to thenflbers in proportion to their Membership Interests.

ARTICLE VI
CONSEQUENCES OF DISSOLUTION EVENTS AND
TERMINATION OF MEMBERSHIP INTEREST

6.1 Dissolution Event Upon the occurrence of the death, withdrawalgregion, retirement, insanity or dissolution ofyan
Member (“Dissolution Event”), the Company shallsgitve unless all of the remaining Members (“RenmgjriViembers”onsent within ninet
(90) days of the Dissolution Event to the contimabf the business of the Company. If the Remaimitembers so consent, the Company
and/or the Remaining Members shall have the rigiputrchase, and if such right is exercised, the Manfor his or her legal representative or
estate) whose actions or conduct resulted in tssdhition Event (“Former Member”) shall sell, therfaer Member's Membership Interest
(“Former Member’s Interest”) as provided in thigtiale.




6.2 Withdrawal. Notwithstanding Section 6,lupon the withdrawal by a Member such Member dhalireated as a Former
Member, and, unless the Company dissolves as # odsuch withdrawal, the Company and/or the Revimgi Members shall have the right to
purchase, and if such right is exercised, the Foivtember shall sell, the Former Member’s Interesspevided in this Article.

6.3 Purchase PriceThe purchase price for the Former Member’s Istesball be the fair market value of the Former Mers
Interest as determined by an independent appiaistly selected by the Former Member and by RemgiMembers holding a majority of tl
remaining Membership Interests. The Company andrtlimer Member shall each pay dmaf of the cost of the appraisal. Notwithstandine
foregoing, the Dissolution Event results from adote of this Agreement by the Former Member, thelpase price shall be reduced by an
amount equal to the damages suffered by the Compating Remaining Members as a result of such hreac

6.4 Notice of Intent to PurchasaVithin thirty (30) days after the fair market walof the Former Member's Interest has been
determined in accordance with Section 6e2ich Remaining Member shall notify the Membenatiing of his or her desire to purchase a
portion of the Former Member’s Interest. The falof any Remaining Member to submit a notice withie applicable period shall constitute
an election on the part of the Member not to puseheny of the Former Member’s Interest. Each Reimgiilember so electing to purchase
shall be entitled to purchase a portion of the FarMember’s Interest in the same proportion thatNtembership Interest of the Remaining
Member bears to the aggregate of the Membershipdsits of all of the Remaining Members electinguhase the Former Member’s
Interest.

6.5 Election to Purchase Less Than All of the Formenier s Interest If any Remaining Member elects to purchase nane o
less than all of his or her pro rata share of therfer Member’s Interest, then the Remaining Membarselect to purchase more than their pro
rata share. If the Remaining Members fail to pusehihe entire interest of the Former Member, the@my may purchase any remaining s
of the Former Member’s Interest.

6.6 Payment of Purchase PricEhe Company or the Remaining Members, as theragebe, shall pay at the closing one-fifth
(1/5) of the purchase price and the balance opthiehase price shall be paid in four equal anntiatjpal installments, plus accrued interest,
and be payable each year on the anniversary déte afosing. The unpaid principal balance shaltae interest at the current applicable
federal rate as provided in the Code for the mamtihich the initial payment is made, but the Compand the Remaining Members shall
have the right to prepay in full or in part at aimye without penalty. The obligation of each purgsihg Remaining Member, and the Company,
as applicable, to pay its portion of the balance shall be evidenced by a separate promissoryexateuted by the respective purchasing
Remaining Member or the Company, as applicablehBach promissory note shall be in an originalgigal amount equal to the portion ov
by the respective purchasing Remaining Member@ctmpany, as applicable. The promissory note ¢zdday each purchasing Remaining
Member shall be secured by a pledge of that podfdhe Former Member’s Interest purchased by Resmaining Member.

6.7 Closing of Purchase of Former Memtseinterest The closing for the sale of a Former Member’'eiest pursuant to this
Article shall be held at a time and place mutuatlyeed upon by the parties. At the closing, therfeoiMember shall deliver to the Company
the Remaining Members an instrument of transfemt@aing warranties of titte and no encumbrancesyeying the Former Member’s
Interest. The Former Member, the Company and thedieéng Members shall do all things and executedeider all papers as may be
reasonably necessary fully to consummate suchasalg@purchase in accordance with the terms andgomg of this Agreement.
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ARTICLE VII
ACCOUNTING, RECORDS, REPORTING BY MEMBERS

7.1 Books and RecordsThe books and records of the Company shall beikeaxcordance with the accounting methods
followed for federal income tax purposes.

7.2 Reports. The Company shall cause to be filed, in accordavith the Act, all reports and documents requicelde filed with
any governmental agency. The Company shall caulse pyepared at least annually information conogritie Company’s operations
necessary for the completion of the Members’ feldemd state income tax returns. The Company shalll ®r cause to be sent to each Member
within ninety (90) days after the end of each tdealear (i) such information as is necessary togete the Memberdederal and state incon
tax or information returns and (ii) a copy of therpany’s federal, state and local income tax asrimftion returns for the year.

7.3 Bank Accounts The Manager shall maintain the funds of the Camgpa one or more separate bank accounts in thes rdm
the Company, and shall not permit the funds ofGbenpany to be commingled in fashion with the funflany other person. The Manager,
acting alone, is authorized to endorse checkstaaid other evidences of indebtedness made patyatile order of the Company.

7.4 Tax Matters for the Companylhe Manager is designated at “Tax Matters Par{j@asrdefined in Code Section 6231), to
represent the Company (at the Company’s expensgninection with all examination of the Compangffairs by tax authorities and to exp
Company funds for professional services and castiscated therewith.

ARTICLE VI
DISSOLUTION AND WINDING UP

8.1 Conditions of Dissolution The Company shall dissolve upon the occurren@gfof the following events:
(@) Upon the happening of any event of dissolution gigekin the Articles;
(b) Upon the entry of a decree of judicial dissolutpursuant to Section 17351 of the Corporations Code;
(e) Upon the vote of Members holding at least a majaitthe Membership Interests; or
(d) The sale of all or substantially all of the assétdhe Company.

8.2 Winding Up. Upon the dissolution of the Company, the Compsuagsets shall be disposed of and its affairs wopndhe
Company shall give written notice of the commencetnoé the dissolution to all of its known creditors

8.3 Order of Payment of Liabilities Upon DissolutioAfter determining that all the known debts aradiiities of the Company
have been paid or adequately provided for, the mingrassets shall be distributed to the Membeexoordance with their positive capital
account balances, after taking into account incanteloss allocations for the Company’s taxable geaing which liquidation occurs.

8.4 Limitations on Payments Made in DissolutioBxcept as otherwise specifically provided in thggeement, each Member
shall be entitled to look only to the assets of@lmenpany for the return of his or
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her positive Capital Account balance and shall haveecourse for his or her Capital Contributiod/an share of Net Profits against any other
Member except as provided_in Article VIII

8.5 Certificates. The Company shall file with the Utah Secretangtdte a Certificate of Dissolution upon the digsoh of the
Company and a Certificate of Cancellation upondtmpletion of the winding up of the Company’s affai

ARTICLE IX
INDEMNIFICATION

9.1 Indemnification of Agents The Company shall indemnify any Manager and Memabe may indemnify any person who v
or is a party or is threatened to be made a parny threatened, pending or completed actionosyitoceeding by reason of the fact that h
she is or was a Manager, Member, officer, emplayagther agent of the Company or that, being oirttalieen such a Manager, Member,
officer, employee or agent, he or she is or wagirsgrat the request of the Company as a managextdr, office, employee or other agent of
another limited liability company, corporation, praarship, joint venture, trust or other enterp(eésuch persons being referred to hereinafter
as an “agent”), to the fullest extent permittedaipplicable law in effect on the date hereof ansuch greater extent as applicable law may
hereafter from time to time permit.

ARTICLE X
INVESTMENT REPRESENTATIONS

Each Member hereby represents and warrants tcagees with, the Manager the Members and the Coyrgeafollows:

10.1 Preexisting Relationship or Experiencéle or she has a pre-existing personal or busimtstonship with the Company or
one or more of its officers or controlling persoosby reason of his or her business or financipkeience, or by reason of the business or
financial experience of his or her financial adviado is unaffiliated with and who is not compeshtdirectly or indirectly, by the Company
or any affiliate or selling agent of the Compang,dr she is capable of evaluating the risks andtsngfran investment in the Company and of
protecting his or her own interests in connectidth this investment.

10.2 No Advertising. He or she has not seen, received, been pressittecr been solicited by any leaflet, public prational
meeting, article or any other form of advertisinggeneral! solicitation with respect to the sal¢hef Membership Interest.

10.3 Investment Intent He or she is acquiring the Membership Interestrfieestment purposes for his or her own accouht on
and not with a view to or for sale in connectionthaany distribution of all or any part of the Mem$taip Interest. No other person will have
direct or indirect beneficial interest in or rightthe Membership Interest.

ARTICLE Xl
MISCELLANEOUS

11.1 Complete AgreementThis Agreement and the Articles constitute theplete and exclusive statement of agreement among
the Members with respect to the subject matterihened therein and replace and supersede all pritten and oral agreements among the
Members. To the extent that any provision of théckes conflict with any provision of this Agreemtethe Articles shall control.
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11.2 Binding Effect. Subject to the provision of this Agreement relgtio transferability, this Agreement will be bindiupon
and inure to the benefit of the Members, and tlesipective successors and assigns.

11.3 Interpretation All pronouns shall be deemed to refer to the miise, feminine, or neuter, singular or plural tias context
in which they are used may required. All headingem are inserted only for convenience and easefefence and are not to be considered in
the interpretation of any provision of this AgreethéNumbered or lettered articles, sections andectibns herein contained refer to articles,
sections and subsections of this Agreement unkb&swise expressly stated. In the event any claimade by any Member relating to any
conflict, omission or ambiguity in this Agreemend, presumption or burden of proof or persuasiotl sleamplied by virtue of the fact that tl
Agreement was prepared by or at the request oftecplar Member or his or her counsel.

11.4 Jurisdiction. Each Member hereby consents to the exclusivedigtion of the state and federal courts sittingtah in any
action on a claim arising out of, under or in castimn with this Agreement or the transactions corglated by this Agreement. Each Member
further agrees that personal jurisdiction over binmer may be effected by service of process bistergd or certified mail addressed as
provided in_Section 11.6and that when so made shall be as if served bpomr her personally within the State of Utah.

115 Severability. If any provision of this Agreement or the apptica of such provision to any person or circumstasicall be
held invalid, the remainder of this Agreement a #pplication of such provision to persons or aimstances other than those to which it is
invalid shall not be affected thereby.

11.6 Notices. Any notice to be given or to be served upon tben@any or any party hereto in connection with fkgseement
must be in writing (which may include facsimile)dawill be deemed to have been given and receiveshvdelivered to the address specified
by the party to receive notice. Such notices weligiven to a Member at the address specified inkXhA” hereto. Any party may, at any time

by given five days’ prior written notice to the etiMembers, designate any other address in sufstitof the foregoing address to which such
notice will be given.

11.7 Amendments All amendments to this Agreement will be in wrgiand signed by all of the Members.

11.8 Multiple Counterparts This Agreement may be executed in two or morentsparts, each of which shall be deemed an
original, but all of which shall constitute one aheé same instrument.

11.9 Attorney Fees In the event that any dispute between the Compardythe Members or among the Members should riesult
litigation or arbitration, the prevailing party such dispute shall be entitled to recover fromatier party all reasonable fees, costs and
expenses of enforcing any right of the prevailiagty, including without limitation, reasonable atteys’ fees and expenses, all for which shall
be deemed to have accrued upon the commencemsmtiofiction and shall be paid whether or not satibrais prosecuted to judgment. Any
judgment or order entered in such action shallaorda specific provision providing for the recovefyattorney fees and costs incurred in
enforcing such judgment and an award of prejudgrimeatest from the date of the breach at the maximate allowed by law. For the
purposes of this Section: (a) attorney fees shallide, without limitation, fees incurred in thdldéeving: (1) post judgment motions; (2)
contempt proceedings; (3) garnishment, levy, afdateand third party examinations; (4) discovenyd &5) bankruptcy litigation and (b)
prevailing party shall mean the party who is deieed in the proceeding to have prevailed or whwaite by dismissal, default or otherwise.
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11.10 Remedies CumulativeThe remedies under this Agreement are cumulativeshall not exclude any other remedies to w
any person may be lawfully entitled.

11.11 Qualification in Other Statedn the event that the business of the Companprislucted in states in addition to the State of
Utah, then the Members agree that this Company skiat under the laws of each state in which dua$iness is actually conducted to the
extent that it is necessary in order to do busiitessch state but that otherwise the laws of ttageSf Utah shall govern this Company and
each Member agrees to execute such other and faibicements as may be required in order to quiiifyCompany to conduct its business in
other states. To the extent that business of thepaay shall be conducted in another state, the en(s) may, in their discretion, designate a
principal place of business and other offices ichsstate or states.
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IN WITNESS WHEREOF, the Member and Managers of &@pace Development, LLC, a Utah limited liabittympany, have
executed this Agreement, effective as of the daittem above.

MEMBER:
EXTRA SPACE STORAGE LLC

a Delaware limited liability compar

By: /s/ Kenneth M. Woolle'
Its: Managel

MANAGERS:

/s/ Kent W. Christense
Kent W. Christense

/s/ Charles L. Aller
Charles L. Aller
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EXHIBIT “A”

CAPITAL CONTRIBUTION AND ADDRESSES OF
MEMBERS AS OF THE EFFECTIVE DATE

Capital Membership
Member Contribution Interest
Extra Space Storage LL
2795 E. Cottonwood Parkway, Suite 400
Salt Lake City, UT 8412 $ 10C%
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EXHIBIT C

PLAN OF DISSOLUTION
OF
EXTRA SPACE DEVELOPMENT, LLC




PLAN OF DISSOLUTION
OF
EXTRA SPACE DEVELOPMENT, LLC

This Plan of Dissolution of Extra Space Developmé&hC, a Utah limited liability company (“Companys made pursuant to the Amended
and Restate Operating Agreement for the Compangddes of January 1, 2004.

WHEREAS, the manager of the Company, Kenneth M. N#gpand the undersigned holders of a majorityriterest of the Percentage
Interests of the Company have determined thatiiit ise best interests of the Company and its mesnfoe the Company to sell all of its assets
and to wind up its affairs and dissolve;

WHEREAS, the Company has negotiated an agreemémiBxira Space Storage, Inc and its subsidiariethipurchase of all of the Compz
assets, with provision for the payment of Compaayilities and a reserve for the expenses of wigdip it affairs.

IT IS RESOLVED, that the Company be dissolved aimtivup its affairs in accordance with the followi¢f§lan”):

1. Enter into an agreement to sell all of the Compsaimterest in its property owning entities (subeitis and all joint venture interests) to
Extra Space Storage LLC, for the sum of $21,4862Z816wvhich reflects the agreed upon real estateegabf the Company properties, less
existing property level debts, less a reductiornthierinterests of the Company’s joint venture partnadjusted for the actual net results of
operation thru 11/30/07 per the Company balancetshad further adjusted for the estimated resdfiltperations from 11/30/07 through
12/31/07).

2. Pay in full the Company obligations on its linecoédit from Zions First National Bank in the approate amount of $9,055,000.

3.  Retain a reserve of approximately $357,000 in eehreceivables, for winding up expenses and fomknand contingent liabilities and
retained by the Company.

4.  Accept a Subscription Agreement from Extra Spaceage LLC for a membership interest in the Compangxchange for payment
equal to the $357,000 in retained reserves.

5.  Distribute all remaining net proceeds of sale dhdther cash, in the approximate amount of $8,0J083, to its current members in
proportion to their Percentage Interests and inpieta redemption of their respective membershipredts in the Company.

6.  Authorize Kenneth M. Woolley as manager to conauntt wind up the final affairs of the Company, imthg preparation of a final
accounting and tax returns, and application ofr#iserves to the liabilities of the Company (whidh then be a wholly-owned
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subsidiary of Extra Space Storage LLC, with theresd funds and any contingent assets and liasilitlihich may remain isolated in the
Company).

THE FOREGOING PLAN IS HEREBY APPROVED THIS Decemp24 2007.

MANAGER MEMBERS [majority-in-interest]
/s/ Kenneth M. Woolley /s Kenneth M. Woolley
Kenneth M. Woolley Kenneth M. Woolley

32.6300419%

Krispen Family Holdings, L.C

By: /s/ Spencer F. Kir
Its: MANAGER
20.1946641%
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Exhibit 21.1

Name Jurisdiction of Formation/Incorporation

Extra Space Storage | Delaware

The list above excludes consolidated whollsned subsidiaries carrying on the same line sfriass (the ownership and operation of
commercial real estate). The list also excludesraghibsidiaries which, considered in the aggregsi® single subsidiary, would not constitu
significant subsidiary as of December 31, 2007otaltof 198 subsidiaries have been excluded, ehalich operates in the United States
[other than one subsidiary which operates in Belthud
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Exhibit 23.1

Consent of Independent Registered Public Accountingirm
We consent to the incorporation by reference in the

Registration Statement (Form S-8 No. 333-12674&pjieng to the 2004 Non-Employee Directors' SHalen and 2004 Long Term
Incentive Compensation Plan of Extra Space Stodage,and

Registration Statements and related prospectush@8-3: No. 333-128504, 333-128970, 333-128988;138407, and 333-142816)
of Extra Space Storage, Inc.

of our reports dated February 28, 2008, with ressfzethe consolidated financial statements andduleeof Extra Space Storage, Inc., and the
effectiveness of internal control over financigboeting of Extra Space Storage, Inc., includechis Annual Report (Form 10-K) for the year
ended December 31, 2007.

/sl Ernst & Young LLF

Salt Lake City, Utah
February 28, 2008
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Exhibit 31.1

CERTIFICATION PURSUANT TO RULE 13A-15 OF THE SECURI TIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Kenneth M. Woolley, certify that:

1)

2)

3)

4)

5)

| have reviewed this annual report on Form 10-xfra Space Storage Inc.;

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

Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtf@ periods presented in this annual
report;

The registrant's other certifying officer and | a@gponsible for establishing and maintaining disete controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@&))%(d internal control over financial reportirag @efined in Exchange Act
Rules 13a-15 (f) and 15d-15(f)) for the registrand have:

€) designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneszh

(b) designed such internal control over financial réipgy or caused such internal control over finah@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoee with generally accepted accounting principles

(c) evaluated the effectiveness of the registrant'sralsnand procedures and presented in this report@anclusions about the
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psit based on such
evaluation; and

(d) disclosed in this report any change in the regissanternal control over financial reporting tlvatturred during the registrant's
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repod) ltas materially affected, or is
reasonably likely to materially affect, the regisit's internal control over financial reportingpan

The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's board of direct@spersons performing the equivalent
functions):

€) all significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which
are reasonably likely to adversely affect the riegig's ability to record, process, summarize ambrt financial information; ar

(b) any fraud, whether or not material, that involveanagement or other employees who have a significdain the registrant's
internal control over financial reporting.

Date: February 29, 2008

By: /s/ KENNETH M. WOOLLEY

Name: Kenneth M. Woolley
Title: Chairman of the Board and Chief Executive Of
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Exhibit 31.2

CERTIFICATION PURSUANT TO RULE 13A-15 OF THE SECURI TIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Kent W. Christensen, certify that:

1)

2)

3)

4)

5)

| have reviewed this annual report on Form 10-xfra Space Storage Inc.;

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

Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtf@ periods presented in this annual
report;

The registrant's other certifying officer and | a@gponsible for establishing and maintaining disete controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))®nd internal control over financial reportirag @efined in exchange Act
rules 13a-15(f) and 15d-15(f))for the registrand &iave:

€) designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneszh

(b) designed such internal control over financial réipgy or caused such internal control over finah@gorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoee with generally accepted accounting principles

(c) evaluated the effectiveness of the registrant'sralsnand procedures and presented in this report@anclusions about the
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psit based on such
evaluation; and

(d) disclosed in this report any change in the regissanternal control over financial reporting tlvatturred during the registrant's
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repod) ltas materially affected, or is
reasonably likely to materially affect, the regisit's internal control over financial reportingpan

The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant's auditors and thetaummmittee of the registrant's board of direct@spersons performing the equivalent
functions):

€) all significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which
are reasonably likely to adversely affect the riegig's ability to record, process, summarize ambrt financial information; ar

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: February 29, 2008

By: /sl KENT W. CHRISTENSEN

Name: Kent W. Christense
Title: Executive Vice President and Chief Financial Offi
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Exhibit 32

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Kenneth M. Woolley, Chief Executive Officer okta Space Storage Inc. (the "Company"), herebifgexrs of the date hereof, pursuant to
18 U.S.C. Section 1350, as adopted pursuant tacdBe2®6 of the Sarbanes-Oxley Act of 2002, thatAhaual Report of the Company on
Form 10-K for the year ended December 31, 2007"¢hem 10-K") fully complies with the requiremerdgé Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as amended, atdrtformation contained in the Form 10-K fairlyepents, in all material respects, the
financial condition and results of operations & @ompany.

By: Is/ KENNETH M. WOOLLEY
Name: Kenneth M. Woolley
Dated: February 29, 20( Title: Chairman of the Board and Chief Executive Offi

I, Kent W. Christensen, the Chief Financial Officéithe Company, hereby certify as of the date dfepursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, that the Annual Report of the Compan Form 10-K for the year ended
December 31, 2007 fully complies with the requiratsenf Section 13(a) or 15(d) of the Securitieshzxme Act of 1934, as amended, and that
information contained in the Form 10-K fairly prasein all material respects the financial conditand results of operations of the Company.

By: /sl KENT W. CHRISTENSEN

Name: Kent W. Christense
Dated: February 29, 20( Title: Executive Vice President and Chief Financial Offi
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