UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q
(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended March 31, 200¢
Or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to
Commission File Number: 001-32269
EXTRA SPACE STORAGE INC.
(Exact name of registrant as specified in its @rart

Maryland 20-1076777
(State or other jurisdiction of incorporation oganization) (I.LR.S. Employer Identification No

2795 East Cottonwood Parkway, Suite 400
Salt Lake City, Utah 84121
(Address of principal executive offices)
Registrant’s telephone number, including area co(&01) 562-5556

Indicate by check mark whether the registrant € filed all reports required to be filed by SewmtiB or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefildsuch reports), and (2) has been subject
to such filing requirements for the past 90 dayss YXI No O

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, noa-accelerated filer, or a smaller reporting
company. See definition of “large accelerated filaccelerated filer” and “smaller reporting conmyd in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated file[x] Accelerated fileld
Non-accelerated filed (Do not check if a smaller reporting compa Smaller reporting compard
Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the BExgje Act). Yes O No

The number of shares outstanding of the registrans common stock, par value $0.01 per share, as of W80, 2008 was 66,449,472.




EXTRA SPACE STORAGE INC.
TABLE OF CONTENTS
STATEMENT ON FORWARD -LOOKING INFORMATION
PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

ITEM 2. MANAGEMENT ’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB  OUT MARKET RISK
ITEM 4. CONTROLS AND PROCEDURES

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

ITEM 1A. RISK FACTORS

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
ITEM 3. DEFAULTS UPON SENIOR SECURITIES

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

ITEM 5. OTHER INFORMATION

ITEM 6. EXHIBITS

SIGNATURES

24

36

36

37

37

37

37

37

37

37

37

38




STATEMENT ON FORWARD-LOOKING INFORMATION

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

or “intends” or the negative of such terms or ott@mparable terminology, or by discussions of sgat We may also make additional forward-
looking statements from time to time. All such sedpsent forward-looking statements, whether writienral, by us or on our behalf, are also
expressly qualified by these cautionary statements.

All forward-looking statements, including withoumnitation, management’s examination of historigaémating trends and estimate of future
earnings, are based upon our current expectatimhsarious assumptions. Our expectations, beliedspgojections are expressed in good faith
and we believe there is a reasonable basis for,thahthere can be no assurance that managemapgstations, beliefs and projections will
result or be achieved. All forward-looking statertseapply only as of the date made. We undertakabtigation to publicly update or revise
forward-looking statements which may be made tleceEvents or circumstances after the date matkereflect the occurrence of
unanticipated events.

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

« changes in general economic conditions and in takkets in which we operate;

« the effect of competition from new s-storage facilities or other storage alternativesictv would cause rents and occupancy r
to decline;

« potential liability for uninsured losses and enuimeental contaminatior

- difficulties in our ability to evaluate, financedmtegrate acquired and developed propertiesdntcexisting operations and to le:
up those properties, which could adversely affectppofitability;

- the impact of the regulatory environment as wehatsonal, state, and local laws and regulatiookitfing, without limitation, those
governing real estate investment trusts, or RENFsch could increase our expenses and reduce shravailable for distributior

« recent disruptions in credit and financial marlad resulting difficulties in raising capital abemnable rates, which could impede
our ability to grow;

« delays in the development and construction proeelsich could adversely affect our profitability;c
« economic uncertainty due to the impact of war aotésm, which could adversely affect our busingiss.
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
Extra Space Storage Inc.

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

March 31, 2008 December 31, 2007
(unaudited)
Assets:
Real estate asse
Net operating real estate ass $ 1,788,62! $ 1,791,37
Real estate under developm 64,53: 49,94¢
Net real estate assets 1,853,15! 1,841,322
Investments in real estate ventu 94,71 95,16¢
Cash and cash equivalel 21,01¢( 17,373
Investments available for se — 21,81:
Restricted cas 34,21 34,44¢
Receivables from related parties and affiliated estate joint venture 9,52¢ 7,38¢
Other assets, n 36,66 36,56(
Total assets $ 2,049,28. $ 2,054,07!
Liabilities, Minority Interests and Stockholders’ Equity:
Notes payabl $ 951,40: $ 950,18:
Notes payable to trus 119,59( 119,59(
Exchangeable senior not 250,00( 250,00(
Line of credit — —
Accounts payable and accrued expet 34,78: 31,34¢
Other liabilities 17,96¢ 18,05¢
Total liabilities 1,373,74 1,369,17.
Minority interest represented by Preferred OpegaRartnership units, net of $100,000 note
receivable 29,61: 30,04
Minority interest in Operating Partnerst 33,37: 35,13¢
Other minority interest (339 (199
Commitments and contingenci
Stockholder’ equity:
Preferred stock, $0.01 par value, 50,000,000 stargmrized, no shares issued or outstan — —
Common stock, $0.01 par value, 300,000,000 shatbedzed, 66,437,222 and 65,784,274
shares issued and outstanding at March 31, 200®eaoember 31, 2007, respectiv: 664 65€
Paic-in capital 827,47: 826,02¢
Other comprehensive defic — (1,415
Accumulated defici (215,25)) (205,349
Total stockholders’ equity 612,88t 619,92!
Total liabilities, minority interests and stockhete’ equity $ 2,049,28. $ 2,054,07!

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

(unaudited)
Three months ended March 31,
2008 2007

Revenues:

Property renta $ 57,02« 46,23

Management and franchise fe 5,07 5,20¢

Tenant insuranc 3,47¢ 2,14z

Other income 12¢ 194

Total revenues 65,70" 53,77¢

Expenses:

Property operation 20,64: 16,89¢

Tenant insuranc 1,162 973

Unrecovered development and acquisition ¢ 164 25C

General and administratiy 10,17¢ 9,24(

Depreciation and amortizatic 11,58: 8,79¢

Total expenses 43,721 36,15¢

Income before interest, equity in earnings of estiite ventures, loss on investments available for

sale and minority interes 21,98( 17,621
Interest expens (16,359 (13,39¢)
Interest incom 42F 1,44¢
Interest income on note receivable from Preferrad hblder 1,21z —
Equity in earnings of real estate ventu 1,22 1,197
Loss on sale of investments available for (1,415 —
Minority interest- Operating Partnersh (510 (384)
Minority interests- other 13¢ (16)
Net income $ 6,70( 6,47(
Net income per common she

Basic $ 0.1C 0.1C

Diluted $ 0.1C 0.1C
Weighted average number of sha

Basic 65,825,02 64,058,75

Diluted 71,359,32 68,786,18
Cash dividends paid per common shar $ 0.2¢ 0.23

See accompanying notes to unaudited condensedlictated financial statements.
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(in thousands, except share data)

Extra Space Storage Inc.
Condensed Consolidated Statement of Stockholders'gaity

Balances at December 31, 20(

Issuance of common stock upon the
exercise of option

Restricted stock grants issu

Restricted stock grants cancel

Conversion of Contingent Conversi
shares to common sto

Compensation expense related to stock-
based award

Comprehensive incom:

Net income

Loss on sale of investments availa
for sale

Total comprehensive incon

Tax benefit from exercise of commor
stock options

Dividends paid on common stock
$0.25 per shar

Balances at March 31, 200!

(unaudited)
Accumulated

Other Total
Common Stock Paid-in Comprehensive Accumulated Stockholders’

Shares Par Value Capital Income (Deficit) Deficit Equity
65,784,27. $ 65¢ $ 826,02t $ (1,415) $ (205,34Y) $ 619,92:
49,12¢ — 634 — — 634
171,80( 2 — — — 2
(860) — — — — —
432,88: 4 — — — 4
— — 80C — — 80C
— — — — 6,70( 6,70(C
_ — — 1,41¢ — 1,41¢
8,11t
— — 14 — — 14
_ — — — (16,609) (16,602
66,437,22 $ 664 $ 827,47: $ — $ (215,25) $ 612,88t

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

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cashigesl by operating activitie:

Depreciation and amortizatic
Amortization of deferred financing cos
Loss on sale of investments available for
Stock compensation exper
Income allocated to minority interes
Distributions from real estate ventures in excéssaonings
Changes in operating assets and liabilit
Receivables from related parti
Other asset
Accounts payabl
Other liabilities
Net cash provided by operating activities

Cash flows from investing activities:
Acquisition of real estate assi
Development and construction of real estate a
Investments in real estate ventu
Net proceeds from (purchases of) investments alaifar sale
Change in restricted ca
Purchase of equipment and fixtu
Net cash used in investing activities

Cash flows from financing activities:
Proceeds from exchangeable senior n
Proceeds from notes payable, notes payable te tanst line of cred
Principal payments on notes payable and line afit
Deferred financing cos
Net proceeds from exercise of stock opti
Dividends paid on common sto
Distributions to Operating Partnership units hejchtinority interes
Net cash (used in) provided by financing activities
Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of the period
Cash and cash equivalents, end of the pe

Supplemental schedule of cash flow informatiol
Interest paid, net of amounts capitali:

Supplemental schedule of noncash investing and finaing activities:
Acquisitions:

Real estate asse

Investment in real estate ventu

Three months ended March 31,

2008 2007
6,70 $ 6,47(
11,58 8,79¢
861 632
1,41¢ —
80C 43€
371 40C
1,22¢ 681
(2,149 9,91¢
(947) 4,09t
3,441 (3,899
89¢ (1,869)
24,19¢ 25,66
(8,327) (34,709)
(14,58¢) (6,926)
(76€) (5,587
21,81 (286,36()
23€ (1,817)
(347) (25¢9)
(1,980) (335,649
— 250,00
1,18: 45,45
(1,087) (692)
(13) (5,676)
634 732
(16,609) (14,619
(2,709 (903)
(18,58¢) 274,29
3,63: (35,690)
17,37 70,80:
21,01 $ 35,11
11,27, $ 12,01¢
— 3% 502
— (502)

See accompanying notes to unaudited condensedlictated financial statements.
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Extra Space Storage Inc.
Notes to Condensed Consolidated Financial Statementunaudited)
Amounts in thousands, except property, share and peshare data

1. ORGANIZATION

Extra Space Storage Inc. (the “Company”) is a adtfinistered and self-managed real estate investmest (“REIT”), formed as a Maryland
corporation on April 30, 2004 to own, operate, ngacquire and develop self-storage facilitieated throughout the United States. The
Company continues the business of Extra SpacedgtdraC and its subsidiaries, which had engagetiérself-storage business since 1977.
The Company’s interest in its properties is heldtigh its operating partnership, Extra Space Sotdj(the “Operating Partnership”), which
was formed on May 5, 2004. The Company'’s primagetsare general partner and limited partner isteiia the Operating Partnership. This
structure is commonly referred to as an umbrelténgaship REIT, or UPREIT. The Company has eletodoe taxed as a REIT under the
Internal Revenue Code of 1986, as amended (therfiat Revenue Code”). To the extent the Compantirases to qualify as a REIT, it will
not be subject to tax, with certain limited excep$, on the taxable income that is distributeds¢stockholders.

The Company invests in self-storage facilities bguaring or developing wholly-owned facilities oy cquiring an equity interest in real estate
entities. At March 31, 2008, the Company had dieexl indirect equity interests in 607 storagelitées located in 33 states and Washington,
D.C. In addition, the Company managed 47 propeftiefranchisees and third parties, bringing tielthumber of properties which it owns
and/or manages to 654.

The Company operates in two distinct segmentardperty management, acquisition and developmeity2) rental operations. The
Company’s property management, acquisition andldpugent activities include managing, acquiring, €leping and selling self-storage
facilities. The rental operations activities inauckntal operations of self-storage facilities. slwle tenant accounts for more than 5% of rental
income.

2. BASIS OF PRESENTATION

The accompanying unaudited condensed consolidateddial statements of the Company are presentédeoaccrual basis of accounting in
accordance with U.S. generally accepted accoumptimgiples (“GAAP”) for interim financial informatin and in accordance with the
instructions to Form 10-Q and Article 10 of RegigiatS-X. Accordingly, they may not include all dfetinformation and footnotes required by
GAAP for complete financial statements. In the a@inof management, all adjustments (consistingoofiral recurring accruals) considered
necessary for a fair presentation have been indludperating results for the three months endedcMat, 2008 are not necessarily indicative
of results that may be expected for the year emszember 31, 2008. The Condensed Consolidated &afBineet as of December 31, 2007
been derived from the Company’s audited finanditiesnents as of that date, but does not includef #le information and footnotes required
by GAAP for complete financial statements. ForHertinformation refer to the consolidated finansi@tements and footnotes thereto included
in the Company’s Annual Report on Form 10-K for ylear ended December 31, 2007 as filed with the8exs and Exchange Commission
(“SEC").

Reclassifications

Certain amounts in the 2007 financial statemendssaipporting note disclosures have been reclaggieonform to the current year
presentation. Such reclassification did not imgeieviously reported net income or accumulatedcitefi

Recently Issued Accounting Standards

In September 2006, the Financial Accounting Stadel&oard (“FASB”) issued Statement No. 1597air Value Measurements{*FAS 157").
FAS 157 defines fair value, establishes guidelfoesneasuring fair value and expands disclosurgarding fair value measurements. FAS
157 applies under other accounting pronouncembatséquire or permit fair value measurements,do®s not require any new fair value
measurements. FAS 157 is effective for finandiatesnents issued for fiscal years beginning af@rdshber 15, 2007 and interim periods
within those fiscal years. In February 2008, theSB issued FASB Statement of Position No. 157EXective Date of FASB Statement
No. 157 (the “FSP”). The FSP amends FAS 157 to delay tleetive date for FAS 157 for nonfinancial assetd aonfinancial liabilities,
except for items that are recognized or disclogddiavalue in the financial statements on a réogrbasis. For items within that scope, the
FSP defers the effective date of FAS 157 to figealrs beginning after November 15, 2008 and
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interim periods within those fiscal years. The Qamy adopted FAS 157 effective January 1, 200&m@bas it relates to nonfinancial assets
and liabilities that are not recognized or disctbaefair value in the financial statements onauréng basis as allowed under the FSP.

In February 2007, the FASB issued Statement No, ‘% Fair Value Option for Financial Assets and &ircial Liabilities” (“FAS 159”).
Under FAS 159, a company may elect to measureb@ifinancial assets and financial liabilities ait fvalue. Unrealized gains and losses on
items for which the fair value option has been telé@re reported in earnings at each subsequentirepdate. This statement is effective for
fiscal years beginning after November 15, 2007e Tompany adopted FAS 159 effective January 1,,20@8lid not elect to measure any
additional financial assets or liabilities at faalue.

In December 2007, the FASB issued revised Statedent41, “Business Combinationg"FAS 141(R)"). FAS 141(R) establishes principles
and requirements for how an acquirer in a busineswiination recognizes and measures in its finhstaéements the assets acquired and
liabilities assumed. Generally, assets acquirediabilities assumed in a transaction will be meleal at the acquisition-date fair value with
limited exceptions. FAS 141(R) will also change #tcounting treatment and disclosure for cerfaétific items in a business combination.
FAS 141(R) applies proactively to business comipamatfor which the acquisition date is on or after beginning of the first fiscal year
beginning on or after December 15, 2008. The Campéll assess the impact of FAS 141(R) if and whe&nre acquisitions occur. However,
the application of FAS 141(R) will result in a sifigant change in accounting for future acquisiafter the effective date.

In December 2007, the FASB issued Statement Na.“180ncontrolling Interests in Consolidated Financgthtements — An Amendment of
ARB No. 5" (“FAS 160"). FAS 160 establishes new accounting aporting standards for the non-controlling ietrin a subsidiary and for
the deconsolidation of a subsidiary. FAS 160 fsative for fiscal years beginning on or after Deber 15, 2008. The Company does not
currently expect the adoption of FAS 160 to haweagerial impact on its financial statements.

In March 2008, the FASB issued SFAS No. 16Djsclosures about Derivatives Instruments and Hegdictivities’, an amendment of FASB
Statement No. 133, “Accounting for Derivative Instrents and Hedging Activities” (“FAS 161'FAS 161 changes the disclosure requirern
for derivative instruments and hedging activitiéstities are required to provide enhanced dischssatating how and why an entity uses
derivative instruments; how derivative instrumesmsl related hedged items are accounted for und&g $Fo. 133 and its related
interpretations; and how derivative instruments amidted hedged items affect an entity’s finanpiition, financial performance and cash
flows. FAS 161 requires that objectives for usimgivhtive instruments be disclosed in terms of ulyiteg risk and accounting designation.
FAS 161 is effective for financial statements isktar fiscal years and interim periods beginningaNovember 15, 2008, with early
application encouraged. FAS 161 also encourageddas not require comparative disclosures foliexgeriods at initial adoptions. The
Company is currently evaluating whether the adoptibFAS 161 will have an impact on its financitdtements.

In December 2007, the Securities and Exchange Cesioni (“SEC”) staff issued Staff Accounting Bulfefi’'SAB”) No. 110, which is

effective January 1, 2008 and amends and repla&sBd\®. 107, “Share-Based PaymehtSAB No. 110 expresses the views of the SEC staff
regarding the use of a “simplified” method in dephg an estimate of expected term of “plain vafifihare options in accordance with SFAS
No. 123(R),"Share-Based PaymentUnder the “simplified” method, the expected terncadculated as the midpoint between the vesting dat
and the end of the contractual term of the opfidre use of the “simplified” method, which was fidgscribed in SAB No. 107, was scheduled
to expire on December 31, 2007. SAB No. 110 extéinesise of the “simplified” method for “plain vélal' awards in certain situations. The
SEC staff does not expect the “simplified” methodbe used when sufficient information regardingreise behavior, such as historical
exercise data or exercise information from extesoalrces, becomes available. The adoption of SABLNO did not have a significant effect
on the Company’s financial statements.

Fair Value Disclosures
Assets and Liabilities Measured at Fair Value oRecurring Basit
The following table provides information for eaclajor category of assets and liabilities that arasneed at fair value on a recurring basis:
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Fair Value Measurements at Reporting Date Using
Quoted Prices in

Active Markets for Significant Other Significant
Identical Assets Observable Inputs Unobservable Inputs

Description March 31, 2008 (Level 1) (Level 2) (Level 3)
Other assets (liabilitie- Swap Agreemer 997 — — 997
Total $ 997 $ — $ — 8 997

Following is a reconciliation of the beginning aenlding balances for the Company’s investments availfor sale, which were the Company’
only material assets or liabilities that are remiead on a recurring basis using significant unolegae inputs (Level 3):

Balance as of December 31, 2( $ 21,81:
Total gains or losses (realized/unrealiz
Included in earning (1,415
Included in other comprehensive inco 1,41
Settlements received in ca (21,819
Balance as of March 31, 2008 $ —

Amount of total gains or losses for the period udgd in earning
attributable to the change in unrealized gain®ossés relating to assets
still held at March 31, 200 $ —

Assets and Liabilities Measured at Fair Value oN@nrecurring Basit

Long-lived assets held for use are evaluated fpairment when events or circumstances indicatethey be impairment. When such an
event occurs, the Company compares the carryingevaflthese long-lived assets to the undiscountead net operating cash flows
attributable to the assets. An impairment logeé®rded if the net carrying value of the asseteeds the undiscounted future net operating
cash flows attributable to the asset. The impamtrfass recognized equals the excess of net carmgiue over the related fair value of the
asset. The Company has determined that no propadympaired and therefore no impairment chargee wecorded during the three months
ended March 31, 2008 or 2007.

When real estate assets are identified as helsbfer the Company discontinues depreciating thets@iasid estimates the fair value of the as
net of selling costs. If the estimated fair valnet of selling costs, of the assets that have kniified as held for sale is less than the net
carrying value of the assets, then a valuatiomalie is established. The operations of assadsftiesale or sold during the period are
presented as discontinued operations for all penwdsented. The Company did not have any pregestassified as held for sale at March 31,
2008.

The Company assesses whether there are any indithtd the value of its investments in unconsédidaeal estate ventures may be impaired
when events or circumstances indicate there manhbmpairment. An investment is impaired if then@gany’s estimate of the fair value of 1
investment is less than its carrying value. Toegkient impairment has occurred, and is considieréa other-than-temporary, the loss is
measured as the excess of the carrying amountlogdair value of the investment. No impairmerarges were recognized for the three
months ended March 31, 2008 or 2007.

There were no impaired properties or investmentsizonsolidated real estate ventures or any réatieeassets identified as held for sale du
the three months ended March 31, 2008. TherefoeeCompany did not make any nonrecurring fair vahegasurements during the period.

3. NET INCOME PER SHARE

Basic earnings per common share is computed bylidiyinet income by the weighted average commoreshautstanding, less non-vested
restricted stock. Diluted earnings per common shagasures the performance of the Company oveefiwting period while giving effect to
all potential common shares that were dilutive antstanding during the period. The denominatonides the number of additional common
shares that would have been outstanding if thenpiateeommon shares that were dilutive had beareidsnd is calculated using either the
treasury stock or if-converted method. Potential
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common shares are securities (such as optionsamtarrconvertible debt, Contingent Conversion ShéeCSs”), Contingent Conversion
Units (“CCUs”"), exchangeable Series A ParticipatRedeemable Preferred Operating Partnership diiteférred OP units”) and
exchangeable Operating Partnership units (“OP Qriftat do not have a current right to participgtearnings but could do so in the future by
virtue of their option or conversion right. In coatimg the dilutive effect of convertible securitie®t income is adjusted to add back any
changes in earnings in the period associated wétltonvertible security. The numerator also is stdjifor the effects of any other non-
discretionary changes in income or loss that woedlt from the assumed conversion of those patietdimmon shares. In computing diluted
earnings per share, only potential common shaggdsatie dilutive, or reduce earnings per shareinateded.

The Companys Operating Partnership has $250,000 of exchangesabior notes issued and outstanding that alspa@ntially have a diluti
effect on its earnings per share calculations. &tahangeable senior notes are exchangeable byrbahde shares of the Company’s common
stock under certain circumstances per the terntiseoindenture governing the exchangeable seni@snd@he exchangeable senior notes are no
exchangeable unless the price of the Company’s amstock is greater than or equal to 130% of thiegble exchange price for a specified
period during a quarter, or unless certain othenessoccur. The exchange price was $23.45 per shafarch 31, 2008, and could change ¢
time as described in the indenture. The price @@bmpany’s common stock did not exceed 130% oéXiohange price for the specified

period of time during the first quarter of 2008etifore holders of the exchangeable senior notgsnwizelect to convert them during the
second quarter of 2008.

The Company has irrevocably agreed to pay only tarstime accreted principal amount of the exchahlgesenior notes relative to its excha
obligations, but has retained the right to satisfyexchange obligations in excess of the accgiadipal amount in cash and/or common
stock. Though the Company has retained that righ§B Statement No. 128FEarnings per Shar¢’ (“FAS 128”) requires an assumption that
shares will be used to pay the exchange obligaiioescess of the accreted principal amount, agdires that those shares be included in the
Companys calculation of weighted average common sharesganding for the diluted earnings per share contipimtaNo shares were includ

in the computation at March 31, 2008 because tlvageno excess over the accreted principal for énog.

For the purposes of computing the diluted impactamings per share of the potential conversidareferred OP units into common shares,
where the Company has the option to redeem in@ashares as discussed in Note 14 and where thep&uonhas stated the positive intent and
ability to settle at least $115,000 of the instratria cash (or net settle a portion of the Pref&@# units against the related outstanding note
receivable), only the amount of the instrumentioess of $115,000 is considered in the calculadfoshares contingently issuable for the
purposes of computing diluted earnings per shaedlased by paragraph 29 of FAS 128.

For the three months ended March 31, 2008 and 2iitns to purchase approximately 1,441,469 an@4@9shares of common stock,
respectively, were excluded from the computatioearhings per share as their effect would have bagérdilutive.

The computation of net income per share is asvdio

For the Three Months Ended

March 31,
2008 2007
Net income $ 6,70C $ 6,47(
Add:
Income allocated to minority interest - OperatiragtRership 51C 384
Net income for diluted computatio $ 7,21C $ 6,85¢
Weighted average common shares oustani
Average number of common shares outstan- basic 65,825,02 64,058,75
Operating Partnership un 4,072,85 3,810,26.
Preferred Operating Partnership ut 989,98 —
Dilutive stock options, restricted stock and CCSICé&bnversions 471,46! 917,16¢
Average number of common shares outstan- diluted 71,359,322 68,786,18
Net income per common she
Basic $ 0.1C $ 0.1c
Diluted $ 0.1C $ 0.1C
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4. REAL ESTATE ASSETS

The components of real estate assets are summasZetiows:

March 31, 2008 December 31, 2007
Land $ 471,00 $ 464,62:
Buildings and improvemen 1,422,18! 1,420,23!
Intangible asset- tenant relationshig 32,17: 32,17:
Intangible lease right 6,15( 6,15(
1,931,51 1,923,18:
Less: accumulated depreciation and amortization (142,88) (131,809
Net operating real estate assets 1,788,62! 1,791,37
Real estate under developm 64,53: 49,94t
Net real estate ass¢ $ 1,853,15! $ 1,841,32:
5. INVESTMENTS IN REAL ESTATE VENTURES
Investments in real estate ventures consistedeofolfowing:
Equity Excess Profit Investment balance al
Ownership % Participation % March 31, 2008 December 31, 2007
Extra Space West One LL“ESW’) 5% 4% $ 1,75C $ 1,80¢
Extra Space West Two LLC*ESW II") 5% 40% 4,97¢ 5,01¢
Extra Space Northern Properties Six, LI“ESNP¢") 10% 35% 1,58¢ 1,642
Extra Space of Santa Monica LL“ESSN") 41% 41% 5,20: 5,13¢
Clarendon Storage Associates Limited Partnership
(“Clarendo™) 50% 5C% 4,18t 4,18¢
PRISA Self Storage LLC*PRISA") 2% 17% 12,68¢ 12,73:
PRISA Il Self Storage LLC*PRISA II') 2% 17% 10,57 10,60¢
PRISA Ill Self Storage LLC*PRISA I1I") 5% 20% 4,341 4,40¢
VRS Self Storage LLC*VRS") 5% 20% 4,48¢ 4,51¢
WCOT Self Storage LLC*WCOT") 5% 20% 5,39: 5,211
Storage Portfolio I, LLC*SP ") 25% 40% 18,28¢ 18,567
Storage Portfolio Bravo II"SPB II") 20% 25-45% 14,61¢ 14,78t
U-Storage de Mexico S.A. and related entit“U-Storag™) 35-40% 35-4C% 5,29( 4,891
Other minority owned propertie 10-50% 1C-5C% 1,33¢ 1,66:
$ 94,71.  $ 95,16¢

In these joint ventures, the Company and the jeémture partner generally receive a preferred nedartheir invested capital. To the extent
cash/profits in excess of these preferred retumganerated through operations or capital traises;tthe Company would receive a higher
percentage of the excess cash/profits than itgyeopierest.

The components of equity in earnings of real estateures consist of the following:
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Three months ended March 31,

2008 2007

Equity in earnings of ES\ $ 32z $ 34¢
Equity in earnings (losses) of ESW ()] —
Equity in earnings of ESNF 55 46
Equity in earnings of Clarendc 91 98
Equity in earnings of PRIS. 17¢€ 17C
Equity in earnings of PRISA 14¢ 13C
Equity in earnings of PRISA I 72 63
Equity in earnings of VR: 64 61
Equity in earnings of WCO' 75 70
Equity in earnings of SP 26C 204
Equity in earnings of SPB 172 18¢
Equity in earnings (losses) o-Storage (73 —
Equity in earnings (losses) of other minority owmedperties (123) (182)
$ 1,22: $ 1,197

Equity in earnings (losses) of ESW II, SP | and SPBclude the amortization of the Company’s exxparchase price of $25,713 of these
equity investments over its original basis. Theemschbasis is amortized over 40 years.

6. INVESTMENTS AVAILABLE-FOR-SALE

The Company accounts for its investments in debiteguity securities according to the provisionStatement of Financial Accounting
Standards (“SFAS”) No. 115,Accounting for Certain Investments in Debt and BgSiecurities”, which requires securities classified as
“available for sale” to be stated at fair value jégdments to fair value of available for sale sémg are recorded as a component of other
comprehensive loss. A decline in the market valueqguity securities below cost, that is deemeblet@ther than temporary, results in a
reduction in the carrying amount to fair value.eTimpairment is charged to earnings and a newlasss for the security is established. The
Company’s investments available-for-sale have gdlyeronsisted of non mortgage-backed auctionsatairities (“ARS”). ARS are generally
long-term debt instruments that provide liquiditydugh a Dutch auction process that resets thécapy interest rate at pre-determined
calendar intervals, generally every 28 days. Tneghanism allows existing investors to rolloveiitheldings and continue to own their
respective securities or liquidate their holdingsejling their securities at par.

The recent uncertainties in the credit marketsgraglented the Company and other investors fromdating their holdings of ARS in recent
auctions for these securities because the amowsgoofrities submitted for sale has exceeded theiainwod purchase orders. As a result, during
the year ended December 31, 2007, the Companynieatjan other-than-temporary impairment chargglg?13 and temporary impairment
charge of $1,415, which reduced the carrying valubhe Company'’s investments in ARS to $21,812fd3exember 31, 2007. On

February 29, 2008, the Company liquidated its mgjdiof ARS for $21,812 in cash. As a result of gettlement, the Company recognized
$1,415 of the amount that was previously classifie@ temporary impairment as loss on sale of tmeysts available for sale through
earnings. The Company had no investments in ARS ksarch 31, 2008.

7. OTHER ASSETS

The components of other assets are summarizedl@as$o

March 31, 2008 December 31, 2007

Equipment and fixture $ 12,24¢ $ 11,89¢
Accumulated depreciatic (8,877) (8,369
Deferred financing costs, n 14,67¢ 15,53¢
Prepaid expenses and depo 5,271 5,16:
Accounts receivable, n 8,23¢ 8,51¢
Fair value of interest rate sw. 997 —
Investments in Trusi 3,59( 3,59(
Other 511 222

$ 36,66: $ 36,56(
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8. NOTES PAYABLE

The components of notes payable are summarizedllaw$:

March 31, 2008 December 31, 2007

Fixed Rate

Mortgage and construction loans with banks bedriteyest at fixed rates betwe

4.65% and 8.33%. The loans are collateralized bstgages on real estate asse

and the assignment of rents. Principal and intgr&ginents are made monthly

with all outstanding principal and interest duewsstn March 21, 2009 and

January 1, 202: $ 824,27: $ 825,32¢

Variable Rate

Mortgage and construction loans with banks bedtoaging interest rate

(including loans subject to interest rate swapsgtaon LIBOR. Interest rates

based on LIBOR are between LIBOR plus 0.66% (3.35%5.25% at March 31

2008 and December 31, 2007, respectively) and LIBOQR 2.50% (5.20% and

7.10% at March 31, 2008 and December 31, 2007ec¢isply). The loans are

collateralized by mortgages on real estate asgetshe assignment of rents.

Principal and interest payments are made monthly &l outstanding principal

and interest due between July 11, 2008 and Mar2011. 127,12¢ 124,85¢

$ 951,40: $ 950,18:

Real estate assets are pledged as collateraldorates payable. The Company is subject to cematnictive covenants relating to the
outstanding notes payable. The Company was in dangd with all covenants at March 31, 2008.

In October 2004, the Company entered into a reviateeest rate swap agreement (“Swap Agreementlpad $61,770 of 4.30% fixed interest
rate secured notes due in September 2009. UndeBitdp Agreement, the Company will receive intesiestfixed rate of 4.30% and pay
interest at a variable rate equal to LIBOR plu$®6 The Swap Agreement matures at the same timeoties are due. This Swap Agreemel
a fair value hedge, as defined by SFAS No. 133 thadair value of the Swap Agreement is recordedraasset or liability, with an offsetting
adjustment to the carrying value of the relatecmpatyable. Monthly variable interest payments acegnized as an increase or decrease in
interest expense.

The estimated fair value of the Swap Agreementatck 31, 2008 was reflected as an other assetdf. $8he estimated fair value of the S
Agreement at December 31, 2007 was reflected asheen liability of $125. The fair value of the SpvAgreement is determined through
observable prices in active markets for identigegeaments. For the three months ended March 3B &0d 2007, interest expense has been
increased by $112 and $261, respectively, as & &fshe Swap Agreement.

On August 31, 2007, as part of the acquisition p&gner’s joint venture interest in seven propgsitthe Company assumed an interest rate cay
agreement related to the assumption of the loathese properties. The Company has designatedtirest rate cap agreement as a cash flow
hedge of the interest payments resulting from areigse in the interest rates above the rates aggsijin the interest rate cap agreement. The
interest rate cap agreement will allow increasestigrest payments based on an increase in the RIB®e above the capped rates (5.19% from
1/1/2007 to 12/31/2007 and 5.48% from 1/1/20081gho12/31/2008) on $23,340 of floating rate deligmffset by the value of the interest
rate cap agreement. The estimated fair valueeinterest rate cap at the assumption date wasatatrial and no asset or liability was
recorded. The fair value of the interest rateataldarch 31, 2008 and December 31, 2007 was alsmaterial. The fair value of the interest
rate cap is determined through observable pricastive markets for identical agreements.

9. NOTES PAYABLE TO TRUSTS

During July 2005, ESS Statutory Trust Il (the “Stull”), a newly formed Delaware statutory trusidaa wholly-owned, unconsolidated
subsidiary of the Operating Partnership, issuedggregate of $40,000 of preferred securities whielure
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on July 31, 2035. In addition, the Trust Il issue#38 of Trust common securities to the Operafiagnership for a purchase price of $1,238.
On July 27, 2005, the proceeds from the sale optaterred and common securities of $41,238 weardd in the form of a note to the
Operating Partnership (“Note 3”). Note 3 has adixate of 6.91% through July 31, 2010, and thehhelpayable at a variable rate equal to the
three-month LIBOR plus 2.40% per annum. The intesasNote 3, payable quarterly, will be used byThest Il to pay dividends on the trust
preferred securities. The trust preferred secsriti@y be redeemed by the Trust with no prepaynrentipm after July 27, 2010.

During May 2005, ESS Statutory Trust Il (the “Trli&}, a newly formed Delaware statutory trust amaholly-owned, unconsolidated
subsidiary of the Operating Partnership, issuedggregate of $41,000 of preferred securities whialure on June 30, 2035. In addition, the
Trust Il issued 1,269 of Trust common securitieh®Operating Partnership for a purchase prickl(#69. On May 24, 2005, the proceeds
from the sale of the preferred and common secarifeéb42,269 were loaned in the form of a notdheo@perating Partnership (“Note 27).
Note 2 has a fixed rate of 6.67% through June 8002and then will be payable at a variable rateaetp the thre-month LIBOR plus 2.40%
per annum. The interest on Note 2, payable qugrteill be used by the Trust Il to pay dividendstbe trust preferred securities. The trust
preferred securities may be redeemed by the Tritlstn® prepayment premium after June 30, 2010.

During April 2005, ESS Statutory Trust | (the “Tt{)sa newly formed Delaware statutory trust andtelly-owned, unconsolidated subsidiary
of the Operating Partnership issued an aggregei8®m000 of trust preferred securities which matmedune 30, 2035. In addition, the Trust
issued 1,083 of trust common securities to the &y Partnership for a purchase price of $1,088A@ril 8, 2005, the proceeds from the ¢

of the trust preferred and common securities of &8® were loaned in the form of a note to the OjrggdPartnership (the “Note”). The

Note has a variable rate equal to the t-month LIBOR plus 2.25% per annum. The interesth@Note, payable quarterly, will be used by the
Trust to pay dividends on the trust preferred stesr The trust preferred securities may be redskhy the Trust with no prepayment prem
after June 30, 2010.

The Company follows FASB Interpretation No. 46RCdnsolidation of Variable Interest Entitieg“FIN 46R”), which addresses the
consolidation of variable interest entities (“VIEs'Under FIN 46R, Trust, Trust Il and Trust lllea¥|Es that are not consolidated because the
Company is not the primary beneficiary. A debt gation has been recorded in the form of notessudsed above for the proceeds, whict
owed to the Trust, Trust I, and Trust 1l by therGpany.

10. EXCHANGEABLE SENIOR NOTES

On March 27, 2007, our Operating Partnership is§2&D,000 of its 3.625% Exchangeable Senior NatesApril 1, 2027 (the “Notes”Costs
incurred to issue the Notes were approximately@5,These costs are being amortized over five yedrieh represents the estimated term of
the Notes, and are included in other assets isdhdensed consolidated balance sheet as of Mar@088. The Notes are general unsecured
senior obligations of the Operating Partnership amedfully guaranteed by the Company. Interesaisple on April 1 and October 1 of each
year beginning until the maturity date of April2027. The Notes bear interest at 3.625% per anmaht@ntain an exchange settlement fea
which provides that the Notes may, under certaituonstances, be exchangeable for cash (up to ihegal amount of the Notes) and, with
respect to any excess exchange value, for castessbbour common stock or a combination of cashsirares of our common stock at an
initial exchange rate of approximately 42.5822 shgrer one thousand dollars principal amount o&blat the option of the Operating
Partnership.

The Operating Partnership may redeem the Notesydirae to preserve the Company’s status as a REladdition, on or after April 5, 2012,
the Operating Partnership may redeem the Notesafsin, in whole or in part, at 100% of the princigedount plus accrued and unpaid interest,
upon at least 30 days but not more than 60 dags pritten notice to holders of the Notes.

The holders of the Notes have the right to regteeOperating Partnership to repurchase the Notesakh, 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 easd for a repurchase price equal to 100%
of the principal amount of the Notes plus accrued @anpaid interest. Certain events are considdes@rits of Default,” as defined in the
indenture governing the Notes, which may resuthaccelerated maturity of the Notes.

The Company has considered whether the exchantdgensent feature represents an embedded derivatthénwthe debt instrument under the
guidance of FASB Statement No. 138ccounting for Derivative Instruments and HedgiAgtivities” (“FAS 133"), EITF Issue 90-19:
“Convertible Bonds with Issuer Option to Settle €@ash Upon Conversiondnd EITF
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Issue No. 01-6:The Meaning of “Indexed to a Company’s Own Stockfiat would require bifurcation (i.e. separate actimg of the note and
the exchange settlement feature). The Compangdraduded that the exchange settlement featurediesdied the exemption in FAS 133
because it is indexed to the Company’s own comntaeksand would otherwise be classified in stockkadtlequity, among other
considerations. Accordingly, the Notes are pre=ikas a single debt instrument (often referregtdrestrument C” in EITF 90-19) in
accordance with APB 14:Accounting for Convertible Debt and Debt Issuedh@tock Purchase Warrantsgue to the inseparability of the
debt and the exchange settlement.

11. LINE OF CREDIT

On October 19, 2007, the Operating Partnershipedii@to a new $100,000 revolving line of crediie(f'Credit Line”) that matures

October 31, 2010. The Company intends to userbeepds of the Credit Line for general corporatepses. The Credit Line has an interest
rate of between 100 and 205 basis points over LIBd¥Rending on certain financial ratios of the Camp The Credit Line is collateralized
by mortgages on certain real estate assets. Maoth 31, 2008, the Credit Line had $100,000 ofcity based on the assets collateralizing
the Credit Line. No amounts were outstanding enGhedit Line at March 31, 2008 or December 31,7200he Company is subject to certain
restrictive covenants relating to the Credit Lirfhe Company was in compliance with all covenastefaMarch 31, 2008.

12. OTHER LIABILTIES

The components of other liabilities are summariagdollows:

March 31, 2008 December 31, 200

Deferred rental incom $ 12,21: $ 11,80¢
Security deposit 362 38¢
SUSA lease obligation liabilit 2,60z 2,592
Fair value of interest rate sw. — 12E
Other miscellaneous liabilitie 2,792 3,15(

$ 17,96¢ $ 18,05¢

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

The Company provides management and developmeritsgifor certain joint ventures, franchises, thiedties and other related party
properties. Management agreements provide gendoallmanagement fees of 6% of cash collected froopgrties for the management of
operations at the self-storage facilities. Managinfiee revenues for related parties and affiliaéad estate joint ventures are summarized as
follows:

Three months ended March 31,

Entity Type 2008 2007
ESW Affiliated real estate joint venture $ 10€ $ 10¢
ESW II Affiliated real estate joint venture 75 —
ESNPS Affiliated real estate joint venture 114 107
PRISA Affiliated real estate joint venture 1,26: 1,301
PRISA I Affiliated real estate joint venture 1,031 1,04z
PRISA 1lI Affiliated real estate joint venture 443 46¢
VRS Affiliated real estate joint venture 292 28t
WCOT Affiliated real estate joint venture 384 381
SP | Affiliated real estate joint venture 32C 31C
SPB I Affiliated real estate joint venture 25k 262
Various Franchisees, third parties and ot 792 942
$ 5077 $ 5,20¢

Effective January 1, 2004, the Company entereddriicense agreement with Centershift, a relatety gaftware provider, to secure a
perpetual right for continued use of STORE (the sianagement software used at all sites operatéteby
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Company) in all aspects of the Company’s propectyussition, development, redevelopment and oparatiactivities. The Company paid
Centershift $169 and $189 for the three months @éiizrch 31, 2008 and 2007, respectively, relatnthé purchase of software and to license
agreements.

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

March 31, 2008 December 31, 200

Receivable:
Development fee $ 1,49¢ $ 1,501
Other receivables from properties 8,031 5,88t

$ 9,52¢ § 7,38¢

Other receivables from properties consist of am®dae for management fees and expenses paid @othpany on behalf of the managed
properties. The Company believes that all of thetsed party and affiliated joint venture recdiles are fully collectible. The Company did
not have any payables to related parties at Mat¢l2@08 or December 31, 2007.

14. MINORITY INTEREST REPRESENTED BY PREFERRED OPERATIN G PARTNERSHIP UNITS

On June 15, 2007, the Operating Partnership entete@ Contribution Agreement with various limitpdrtnerships affiliated with AAAAA
Rent-A-Space to acquire ten self-storage facilifibe “Properties”) in exchange for the issuancaely designated Preferred OP units of the
Operating Partnership. The self-storage faciligigslocated in California and Hawaii.

On June 25 and 26, 2007, nine of the ten propestizs contributed to the Operating Partnershipxohange for consideration totaling
$137,800. Preferred OP units totaling 909,075, witlalue of $121,700, were issued along with tisemption of approximately $14,200 of
third-party debt, of which $11,400 was paid oftktse. The final property was contributed on Audly2007 in exchange for consideration
totaling $14,700. 80,905 Preferred OP units witlakue of $9,800 were issued along with $4,900 shca

On June 25, 2007, the Operating Partnership lotretolders of the Preferred OP units $100,000.1dte receivable bears interest at 4.85%,
and is due September 1, 2017. The loan is secyréfietborrower’s Preferred OP units. The holderthefPreferred OP units can convert up to
114.5 million Preferred OP units prior to the m#judate of the loan. If any redemption in excek&14.5 million Preferred OP units occurs
prior to the maturity date, the holder of the Pnefé OP units is required to repay the loan asefate of that Preferred OP unit redemption.
Preferred OP units are shown on the balance skeef the $100,000 loan under the guidance in ENBE85-1, “Classifying Notes Receivat
for Capital” because the borrower under the loan receivableastlae holder of the Preferred OP units.

The Operating Partnership entered into a Secondnfletkand Restated Agreement of Limited Partneigh&"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, Preferred OP imttee amount of $115,000 bear a fixed prioritjura of 5% and have a fixed liquidation
value of $115,000. The remaining balance will ggpate in distributions with and have a liquidatiaiue equal to that of the common OP
units. The Preferred OP units will be redeemabtéabption of the holder on or after Septemb&008, which redemption obligation may be
satisfied, at the Company’s option, in cash orahaf its common stock.

At issuance, in accordance with SFAS 13&ctounting for Derivative Instruments and Hedgirdivities” , SFAS 150:Accounting for

Certain Financial Instruments with Characteristioboth Liabilities and Equity”,EITF 00-19:*Accounting for Derivative Financial
Instruments Indexed to, and Potentially Settlecdifompan’s Own Stock”, EITF Topic D-109: “Determining the Nature of a Host Contract
Related to a Hybrid Financial Instrument Issuedhia Form of a Share under FASB Statement Nc”: and Accounting Series Release
(“ASR”) No. 268:“Presentation in Financial Statements of “RedeeneaBteferred Stocks from inception through September 28, 2007 (the
date of the amendment discussed below), the Peef€@P units were classified as a hybrid instrunsenh that the value of the units associated
with the fixed return were classified in mezzarafier total liabilities on the balance sheet anfbteestockholders’ equity. The remaining
balance that participates in distributions equah#i of common OP units had been identified asrabedded derivative and had been class

as a liability on the balance sheet and recordégiratalue on a quarterly basis with any
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adjustment being recorded through earnings. Foyehe ended December 31, 2007, the fair value trdgrg associated with the embedded
derivative was $1,054.

On September 28, 2007, the Operating Partnersigoeshinto an amendment to the Contribution Agredritbe “Amendment”). Pursuant to
the Amendment, the maximum number of shares thabedassued upon redemption of the Preferred OR wis set at 116 million, after
which the Company will have no further obligatiomish respect to the redeemed or any other remaiRneferred OP units. As a result of the
Amendment, and in accordance with the above retectguidance, the Preferred OP units are no loegesidered a hybrid instrument and the
previously identified embedded derivative no longegquires bifurcation and is considered permaneuity of the Operating Partnership. The
Preferred OP units are included on the consolidb#daihce sheet as the minority interest represdmtétteferred OP units, and no recurring
fair value measurements are required subsequéme tate of the Amendment.

15. MINORITY INTEREST IN OPERATING PARTNERSHIP

The Company’s interest in its properties is helduigh the Operating Partnership. ESS Holding Bssiffieust I, a wholly owned subsidiary of
the Company, is the sole general partner of the®ipg Partnership. The Company, through ESS Hgl#&insiness Trust Il, a wholly owned
subsidiary of the Company, is also a limited partsfehe Operating Partnership. Between its genmaether and limited partner interests, the
Company held a 92.92% majority ownership interestdin as of March 31, 2008. The remaining ownerstierests in the Operating
Partnership (including Preferred OP units) of 7.08%held by certain former owners of assets aeduiy the Operating Partnership, which
include a director and officers of the Company.

The minority interest in the Operating Partnerskeipresents OP units that are not owned by the Coyna conjunction with the formation of
the Company and as a result of subsequent acquisittertain persons and entities contributing@sts in properties to the Operating
Partnership received limited partnership unitshimform of either OP units or CCUs. Limited parthetho received OP units in the formation
transactions or in exchange for contributions fdeiiests in properties have the right to requieeQiperating Partnership to redeem part or ¢
their OP units for cash based upon the fair marikte of an equivalent number of shares of the Gomis common stock (10 day average) at
the time of the redemption. Alternatively, the Canp may, at its option, elect to acquire those @iBsun exchange for shares of its common
stock on a one-for-one basis, subject to diltition adjustments provided in the Partnershipefgnent. The ten day average closing stock |

at March 31, 2008 was $16.51 and there were 4,678 units outstanding. Assuming that all of thi biolders exercised their right to
redeem all of their OP units on March 31, 2008 gnedCompany elected to pay the non-controlling mensibash, the Company would have
paid $67,243 in cash consideration to redeem ther@B.

As of March 31, 2008, the Operating Partnership48@2,857 and 107,163 OP units and CCUs outstgncispectively.

Unlike the OP units, CCUs do not carry any votiigits. Upon the achievement of certain performahoesholds relating to 14 properties, all
or a portion of the CCUs will be automatically cented into OP units. Initially, each CCU will bers@rtible on a one-for-one basis into OP
units, subject to customary anti-dilution adjusttseBeginning with the quarter ended March 31, 2@0@ ending with the quarter ending
December 31, 2008, the Company will calculate #teoperating income from the 14 wholly-owned prdipsrover the 12nonth period endin
in such quarter. Within 35 days following the ericcach quarter referred to above, some or all®f@RUs will be converted so that the total
percentage (not to exceed 100%) of CCUs issuedrinexction with the formation transactions that ha@en converted to OP units will be
equal to the percentage determined by dividingh#teoperating income for such period in excesbef@0 by $4,600. If any CCU remains
unconverted through the calculation made in respiettte 12-month period ending December 31, 200&h sutstanding CCUs will be
cancelled.

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

As of March 31, 2008, there were 92,883 CCUs cdrdeio OP units. Based on the performance of thpepties as of March 31, 2008, an
additional 17,915 CCUs became eligible for conwarsiThe board of directors approved the convergfdhese CCUs on May 1, 2008 as per
the Company’s charter, and the OP units were issndday 5, 2008.
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16. STOCKHOLDERS’ EQUITY

The Company’s charter provides that it can issueog00,000,000 shares of common stock, $0.01 gaevper share, 4,100,000 CCSs, $.01
par value per share, and 50,000,000 shares ofrgrdfstock, $0.01 par value per share. As of M&1H2008, 66,437,222 shares of common
stock were issued and outstanding, 2,083,232 C@8%s iesued and outstanding and no shares of prdfstock were issued and outstanding.
All holders of the Company’s common stock are &dito receive dividends and to one vote on altenstsubmitted to a vote of stockholders.

Unlike the Company’s shares of common stock, CGBSsad carry any voting rights. Upon the achieven@ntertain performance thresholds
relating to 14 properties, all or a portion of th€Ss will be automatically converted into sharethefCompanys common stock. Initially, eau
CCS will be convertible on a one-for-one basis sttares of common stock, subject to customarydilutiion adjustments. Beginning with the
guarter ended March 31, 2006, and ending with tretgr ending December 31, 2008, the Company walitidate the net operating income
from the 14 wholly-owned properties over therh@nth period ending in such quarter. Within 35 daylewing the end of each quarter refer
to above, some or all of the CCSs will be convesmdhat the total percentage (not to exceed 1@3%)Ss issued in connection with the
formation transactions that have been convertedhomon stock will be equal to the percentage detexdnby dividing the net operating
income for such period in excess of $5,100 by $.,&0any CCS remains unconverted through the ¢aticen made in respect of the 12-month
period ending December 31, 2008, such outstand®gwill be cancelled and restored to the statastiforized but unissued shares of
common stock.

While any CCSs remain outstanding, a majority ef@ompany’s independent directors must review g@picve the net operating income
calculation for each measurement period and alsst approve any sales of any of the 14 wholly-owpegperties.

As of March 31, 2008, there were 1,805,611 CCSsened to common stock. Based on the performahtieeqroperties as of March 31,
2008, an additional 348,274 CCSs became eligisledaversion. The board of directors approvedctiveversion of these CCSs on May 1,
2008 as per the Company’s charter, and the shaesissued on May 5, 2008.

17. STOCK-BASED COMPENSATION

The Company has the following two stock option plander which shares were available for grant acma1, 2008: 1) the 2004 Long-Term
Incentive Compensation Plan, and 2) the 2004 Nopl&yee Directors’ Share Plan (together, the “Plan®ption grants are issued at the
closing price of stock on the date of grant. Eagption will be exercisable after the period or pds specified in the award agreement (typic
four years), which will generally not exceed 10ngefaom the date of grant. Options are exercisabkich times and subject to such terms as
determined by the Compensation, Nominating and Gmaree Committee, but under no circumstances maxéesised if such exercise would
cause a violation of the ownership limit in the Guany’s charter. Unless otherwise determined byOibmapensation, Nominating and
Governance Committee at the time of grant, opt&iradl vest ratably over a four-year period begigron the date of grant.

Also as defined under the terms of the Plans,icéstk stock grants may be awarded. The stock getsubject to a performance or vesting
period over which the restrictions are lifted ahd stock certificates are given to the granteerir@uhe performance or vesting period, the
grantee is not permitted to sell, transfer, ple@ggeumber or assign shares of restricted stockeptamder the Plans, however the grantee has
the ability to vote the shares and receive dividgoaid on the shares. The forfeiture and transfgrictions on the shares lapse over a two to
four-year period beginning on the date of grant.

Option Grants to Employees

As of March 31, 2008, 5,023,743 shares were aMailm issuance under the Plans. A summary okstgtion activity is as follows:
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Weighted Weighted Average Aggregate Intrinsic

Number of Average Exercise Remaining Value as of March

Options Shares Price Contractual Life 31, 2008
Outstanding at December 31, 2( 2,651,710 % 14.5¢

Granted 215,00( 14.61

Exercisec (49,12 12.92

Forfeited (19,500 14.17

Outstanding at March 31, 2008 2,798,09. $ 14.5¢ 7.38 $ 5,531
Vested and Expected to Vest 2,489,421 $ 14.4: 7.24 $ 5,19(
Ending Exercisabl 1,359,20 $ 13.8¢ 6.81 $ 3,37(

The aggregate intrinsic value in the table abopeesents the total value (the difference betweerCiimpany’s closing stock price on the last
trading day of the first quarter of 2008 and thereise price, multiplied by the number of in-thermag options) that would have been received
by the option holders had all option holders exaditheir options on March 31, 2008. The amouiaiggiegate intrinsic value will change
based on the fair market value of the Company’sksto

The fair value of each option grant is estimatedgithe Black-Scholes option-pricing model with fbowing assumptions:

Three Months Ended March 31,

2008 2007
Expected volatility 25% 24%
Dividend yield 6.5% 6.C%
Risk-free interest rat 2.7% 4.6%
Average expected term (yea 5 5

The Black-Scholes model incorporates assumptionaltee stock-based awards. The risk-free ratessdban the U.S. Treasury yield curve in
effect at the time of grant for the estimated tiféhe option. The Company uses actual historiath do calculate the expected price volatility,
dividend yield and average expected term. Thesfunfe rate, which is estimated at a weighted-ayeef 19.72% of unvested options
outstanding as of March 31, 2008, is adjusted deraily based on the extent to which actual fodiess differ, or are expected to differ, from
the previous estimates.

The Company recorded $262 and $223, respectivebgrapensation expense relating to outstandingaptduring the three months ended
March 31, 2008 and 2007. Exercise of options dytire three months ended March 31, 2008 and 2GQiftee in cash receipts of $666 and
$838, respectively. At March 31, 2008, there wa®#1 of total unrecognized compensation expensgectko non-vested stock options under
the Company’s 2004 Long-Term Incentive Compensd®lam. That cost is expected to be recognized avegighted-average period of 1.93
years. The valuation model applied in this caléatatitilizes subjective assumptions that could ptédly change over time, including tl
expected forfeiture rate. Therefore, the amouninwécognized compensation expense at March 31, 2008d above does not necessarily
represent the expense that will ultimately be realiby the Company in the Statement of Operations.

Common Stock Granted to Employees and Directors
For the three months ended March 31, 2008 and 20867 Company granted 171,800 and 30,800 sharggatdgely of common stock to cert:
employees, without monetary consideration undePiaes. The Company recorded $538 and $213 of enagtion expense related to

outstanding shares of common stock granted to grapioduring the three months ended March 31, 2002807, respectively.

The fair value of common stock awards is determimeskd on the closing trading price of the Compaogmmon stock on the grant date. A
summary of the Company’s employee share grantifcisvas follows:
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Weighted-
Average Grant-

Restricted Stock Grants Shares Date Fair Value

Unreleased at December 31, 2( 211,97 $ 17.2:
Grantec 171,80( 14.61
Releasel (42,77%) 16.1¢
Cancellec (860) 17.9¢
Unreleased at March 31, 2008 340,13 $ 16.0%

18. SEGMENT INFORMATION

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

March 31, 2008 December 31, 2007

Balance Shee
Investment in real estate ventu

Rental operation $ 94,71: $ 95,16¢
Total asset

Property management, acquisition and developi $ 387,37¢ $ 385,39«

Rental operation 1,661,901 1,668,68.

$ 2,049,28. $ 2,054,07!
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Three months ended March 31,

2008 2007
Statement of Operations
Total revenue
Property management, acquisition and developi $ 8,68 $ 7,54¢
Rental operation 57,02« 46,23!
$ 65,700 $ 53,77¢
Operating expenses, including depreciation and tamation
Property management, acquisition and developi $ 11,85¢ $ 10,72¢
Rental operations 31,87 25,43(
$ 43,727  $ 36,15¢
Income (loss) before interest, loss on sale ofstments available for sale, minority interests
equity in earnings of real estate ventt
Property management, acquisition and developi $ 3,179 $ (3,180
Rental operation 25,15: 20,80!
$ 21,98( $ 17,62!
Interest expens
Property management, acquisition and developi $ (348) ¢ (162)
Rental operation (16,006 (13,239
$ (16,359 $ (13,396
Interest incomt
Property management, acquisition and developi $ 42t $ 1,44¢
Interest income on note receivable from Preferraid kblder
Property management, acquisition and development $ 121 $ —
Equity in earnings of real estate ventu
Rental operations $ 1,22; $ 1,197
Loss on sale of investments available for
Property management, acquisition and developi $ (1,415 $ —
Minority interests- Operating Partnership and ott
Property management, acquisition and development $ (37) $ (400)
Net income (loss
Property management, acquisition and developi $ (3,669 $ (2,299
Rental operation 10,36¢ 8,764
$ 6,70C $ 6,47(
Depreciation and amortization expenst
Property management, acquisition and developi $ 351 $ 262
Rental operations 11,23( 8,534
$ 11,58. $ 8,79¢
Statement of Cash Flow:
Acquisition of real estate assi
Property management, acquisition and developi $ (8,327) $ (34,709
Development and construction of real estate a:
Property management, acquisition and developi $ (14,589 $ (6,926
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19. COMMITMENTS AND CONTINGENCIES

The Company has guaranteed three construction foansiconsolidated partnerships that own develogrpeoperties in Baltimore, Maryland,
Chicago, lllinois and Sacramento, California. Thpsmperties are owned by joint ventures in whigh @ompany has between 10% and 50%
equity interests. These guarantees were entereihidMovember 2004, July 2005 and August 2007, aethyely. At March 31, 2008, the total
amount of guaranteed mortgage debt relating tcetjust ventures was $17,862. These mortgage loeatare December 1, 2008, July 28,
2008 and August 3, 2010, respectively. If the joientures default on the loans, the Company mdgroed to repay the loans. Repossessing
and/or selling the self-storage facilities and |#mat collateralize the loans could provide fundf§isient to reimburse the Company. The
estimated fair market value of the encumbered sisgdtlarch 31, 2008 is $23,108. The Company hagded no liability in relation to these
guarantees as of March 31, 2008, as the fair \@itige guarantees are not material. To date, fhé yentures have not defaulted on their
mortgage debt. The Company believes the risk oinlgeto perform on the guarantees is remote.

The Company has been involved in routine litiga@oising in the ordinary course of business. AMafch 31, 2008, the Company was not
involved in any material litigation nor, to its kintedge, was any material litigation threatened ragfat, or its properties.

20. INCOME TAXES

The Company adopted the provisions of FASB Integtien No. 48, “Accounting for Uncertainty in Income Taxg8FIN 48”), an
interpretation of FASB Statement No. 109 on JandaR007. The Company recognized no material aajeist in the liability for unrecognize
income tax benefits as a result of the implememiatif FIN 48. At March 31, 2008, there were noeniat uncertain tax positions.

Interest and penalties related to uncertain takipas will be recognized in income tax expenseewincurred. As of March 31, 2008, the
Company had no interest and penalties relateddertain tax positions.

The tax years 2005-2007 remain open to examinatydine major taxing jurisdictions to which the Caamy is subject.
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Extra Space Storage Inc.
Management’s Discussion and Analysis
Amounts in thousands, except property and per shardata

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

The following discussion and analysis should bel ieaconjunction with our Unaudited Condensed Consolidated Financial Statésfieand
the “Notes to Unaudited Condensed Consolidated Finar@t@aiementstontained in this report and th€onsolidated Financial Statements,”
“Notes to Consolidated Financial Statementsid“Management’s Discussion and Analysis of Finan&aindition and Results of Operations”
contained in our Form 10-K for the year ended Ddmemn31, 2007. The Company makes statements iseliton that are forward-looking
statements within the meaning of the federal séeariaws. For a complete discussion of forwardking statements, see the section in this
Form 10-Q entitled ‘Statement on Forward-Looking InformatidnrAmounts are in thousands (except property, shaceper share data and
unless otherwise stated).

CRITICAL ACCOUNTING POLICIES

Our discussion and analysis of our financial caadifind results of operations are based on ourditealiCondensed Consolidated Financial
Statements contained elsewhere in this report,iwhéve been prepared in accordance with U.S. génacaepted accounting principles
(“GAAP”). Our notes to the unaudited Consolidatédafcial Statements contained elsewhere in thigrtemd the Audited Financial
Statements contained in our Form 10-K for the yeated December 31, 2007 describe the significarttuading policies essential to our
unaudited Condensed Consolidated Financial Statismreparation of our financial statements reguatimates, judgments and assumpti
We believe that the estimates, judgments and astamspvhich we have used are appropriate and ddoeesed on information available at the
time that they were made. These estimates, judgnasmt assumptions can affect our reported assetsasailities as of the date of the financ
statements, as well as the reported revenues grahees during the period presented. If there aterirabdifferences between these estimates,
judgments and assumptions and actual facts, candial statements may be affect

In many cases, the accounting treatment of a péaticransaction is specifically dictated by GAAfRJaloes not require our judgment in its
application. There are areas in which our judgnirestlecting among available alternatives wouldproduce a materially different result, but
there are some areas in which our judgment in Seteamong available alternatives would produceagemially different result. See the note
the unaudited Condensed Consolidated Financiadi@taits that contain additional information regagdinr accounting policies and other
disclosures.

In September 2006, the Financial Accounting Stasl&oard (“FASB”) issued Statement No. 15air Value Measurements{“FAS 157").
FAS 157 defines fair value, establishes guidelfoesneasuring fair value and expands disclosurgaroéng fair value measurements. FAS
applies under other accounting pronouncementgéaire or permit fair value measurements, and doésequire any new fair value
measurements. FAS 157 is effective for financialeshents issued for fiscal years beginning afteredtber 15, 2007 and interim periods
within those fiscal years. In February 2008, theSBAssued FASB Statement of Position No. 157=#ective Date of FASB Statement

No. 157 (the “FSP”). The FSP amends FAS 157 to delay tfectfe date for FAS 157 for nonfinancial assets aanfinancial liabilities,
except for items that are recognized or disclosddiavalue in the financial statements on a re@agrbasis. For items within that scope, the
FSP defers the effective date of FAS 157 to figealrs beginning after November 15, 2008 and int@emods within those fiscal years. We
adopted FAS 157 effective January 1, 2008, excefitralates to nonfinancial assets and liabilithest are not recognized or disclosed at fair
value in the financial statements on a recurrirgi$as allowed under the FSP. We have reviewedraagr category of assets and liabilities
that are measured at fair value and made the regedisclosures in the notes to our financial stegets relating to our investments available
for sale and the value of the swap agreement.

In February 2007, the FASB issued Statement No, “T%f# Fair Value Option for Financial Assets and Bircial Liabilities” (“FAS 159”).
Under FAS 159, a company may elect to measureb@ifinancial assets and financial liabilities ait fvalue. Unrealized gains and losses on
items for which the fair value option has been telé@re reported in earnings at each subsequenttirepdate. This statement is effective for
fiscal years beginning after November 15, 2007.afepted FAS 159 effective January 1, 2008, buhdicelect to measure any additional
financial assets or liabilities at fair value.
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In December 2007, the FASB issued revised StateMent41, “Business Combinationg"FAS 141(R)"). FAS 141(R) establishes principles
and requirements for how an acquirer in a businesshination recognizes and measures in its finhstaéements the assets acquired and
liabilities assumed. Generally, assets acquirediabdities assumed in a transaction will be ret=t at the acquisition-date fair value with
limited exceptions. FAS 141(R) will also change #iteounting treatment and disclosure for certagtiio items in a business combination.
FAS 141(R) applies proactively to business comipnatfor which the acquisition date is on or aftex beginning of the first fiscal year
beginning on or after December 15, 2008. We wikas the impact of FAS 141(R) if and when futuiguésitions occur. However, the
application of FAS 141(R) will result in a signidint change in accounting for future acquisitiorierahe effective date.

In December 2007, the FASB issued Statement Na.“180ncontrolling Interests in Consolidated Financgthtements — An Amendment of
ARB No. 5" (“FAS 160"). FAS 160 establishes new accounting membrting standards for the non-controlling ingtii@ a subsidiary and for

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 impacbwor financial statements.

In March 2008, the FASB issued SFAS No. 16Djsclosures about Derivatives Instruments and Hegdictivities’, an amendment of FASB
Statement No. 133, “Accounting for Derivative Instrents and Hedging Activities”. SFAS No. 161 chanthe disclosure requirements for
derivative instruments and hedging activities. @giare required to provide enhanced disclosuetmg how and why an entity uses deriva
instruments; how derivative instruments and reldtediged items are accounted for under SFAS Noahd3ts related interpretations; and h
derivative instruments and related hedged itenecaén entity’s financial position, financial pamrtance and cash flows. SFAS No. 161
requires that objectives for using derivative instents be disclosed in terms of underlying risk aocbunting designation. SFAS No. 161 is
effective for financial statements issued for flsggars and interim periods beginning after Novenitie 2008, with early application
encouraged. SFAS No. 161 also encourages but @besquire comparative disclosures for earliergmsiat initial adoptions. We are currer
evaluating whether the adoption of SFAS No. 161 kdve an impact on our financial statements.

In December 2007, the Securities and Exchange Cesioni (“SEC”) staff issued Staff Accounting Bulle'SAB”) No. 110, which, effective
January 1, 2008, amends and replaces SAB No. 187are-Based PaymehtSAB No. 110 expresses the views of the SEC stafarding the
use of a “simplified” method in developing an esttmof expected term of “plain vanilla” share optian accordance with SFAS No. 123(R),
“Share-Based Payment”. Under the “simplified” meththe expected term is calculated as the midfmmtween the vesting date and the end of
the contractual term of the option. The use of‘#mplified” method, which was first described i\B No. 107, was scheduled to expire on
December 31, 2007. SAB No. 110 extends the udeedfsimplified” method for “plain vanillaawards in certain situations. The SEC staff (
not expect the “simplified” method to be used whefficient information regarding exercise behaviurch as historical exercise data or
exercise information from external sources, becoavadiable. The adoption of SAB No. 110 did notdavsignificant effect on our financial
statements.

OVERVIEW

We are a fully integrated, self-administered arlire@anaged real estate investment trust, or REdimed to continue the business commenced
in 1977 by our predecessor company to own, opemseage, acquire and develop sgtirage properties. We derive a majority of oueraies
from rents received from tenants under existingdsaat each of our sedferage properties. Additional revenue is derivedhfmanagement a
franchise fees from our joint venture, franchised managed properties.

We operate in competitive markets where consumere multiple selfstorage properties from which to choose. Compaetitias impacted, ar
will continue to impact our property results. Weerence minor seasonal fluctuations in occupaeegls, with occupancy levels higher in the
summer months due to increased moving activity. @parating results depend materially on our abibitiease available settorage space ai

on the ability of our tenants to make requiredakpayments. We believe we are able to responkiyuand effectively to changes in local,
regional and national economic conditions by cdigteadjusting rental rates through the combinatidiour revenue management team and our
industry-leading technology systems.

We continue to evaluate a range of new initiataed opportunities in order to enable us to maxirsitbekholder value. Our strategies to
maximize stockholder value include the following:
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« Maximize the performance of properties throughtsige, efficient and proactive managemWe plan to pursue revenue generating
and expense minimizing opportunities in our opereti Our revenue management team will seek to mzgirevenue by responding
to changing market conditions through our technplegstem’s ability to provide real-time, interaetikental rate and discount
management. Our size allows greater ability thamtlajority of our competitors to implement natigmabional and local marketing
programs, which we believe will attract more custosito our stores at a lower net c

« Focus on the acquisition of s-storage properties from strategic partners anddhparties.Our acquisitions team will continue
pursue the acquisition of single properties andirpubperty portfolios that we believe can proviteckholder value. We have
established a reputation as a reliable, ethicaébuyhich we believe enhances our ability to nedetand close acquisitions. In
addition, our status as an UPREIT enables flexjbilihen structuring deal

. Develop new sestorage properties We have several joint venture and wholly-ownedetigpment properties and will continue to
develop new self-storage properties in our coreketar Our development pipeline for the remainde2@d8 through 2009 includes 24
projects. The majority of the projects will be deged on a wholl-owned basis by the Compat

« Expand our management busin. We see our management business as a future gicoquispeline. We expect to pursue strate
relationships with owners that should strengthenamgjuisition pipeline through agreements whichegis first right of refusal to
purchase the managed property in the event ofenpat sale. Nineteen of the 39 acquisitions cotepléy us in 2007 came from this
channel

PROPERTIES

As of March 31, 2008, we owned or had ownershierggts in 607 operating self-storage propertiestéatin 33 states and Washington, D.C.
Of these properties, 260 are wholly-owned and datesed, two are held in joint ventures and cordaikd and 345 are held in joint ventures
accounted for using the equity method. In additisa,managed 47 properties for franchisees or grarties bringing the total numbers of
properties which we own and/or manage to 654. Weive a management fee equal to approximately 6§tasfs revenues to manage the joint
venture, third party and franchise sites. As of éha81, 2008, we owned or had ownership interesépproximately 45 million square feet of
space and had greater than 300,000 customers.

Approximately 70% of our properties are clustersmliad the larger population centers, such as AdlaBaltimore/Washington, D.C., Boston,
Chicago, Dallas, Houston, Las Vegas, Los Angeléani] New York City, Orlando, Philadelphia, Phoerst. Petersburg/Tampa and San
Francisco. These markets contain above-averagdaimpuand income demographics for new self-sto@gperties. The clustering of assets
around these population centers enables us toeeulurcoperating costs through economies of scaleaCquisitions have given us increased
scale in many core markets as well as a foothotddany markets where we had no previous presence.

We consider a property to be in the lease-up siftgeit has been issued a certificate of occupabgybefore it has achieved stabilization. We
consider a property to be stabilized once it hdreaed either an 80% occupancy rate for a full yeaasured as of January 1, or has been opel
for three years. Although leases are shemnn in duration, the typical tenant tends to remaiour properties for an extended period of tiFor
properties that were stabilized as of March 31820 median length of stay was approximatelyexrianonths.

Our property portfolio is a made up of differenpég of construction and building configurationseteging on the site and the municipality
where it is located. Most often sites are what wesaer “hybrid” facilities, a mix of both drive-uguildings and multftoor buildings. We hav
a number of multi-floor buildings with elevator &ss only, and a number of facilities featuring giebdfioor access only.

The following table sets forth additional informatiregarding the occupancy of our stabilized prig®ion a state-by-state basis as of
March 31, 2008 and 2007. The information as of M&t, 2007 is on a pro forma basis as though alptioperties owned and/or managed at
March 31, 2008 were under our control as of Marth2®07.
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Stabilized Property Data Based on Location

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

Number of of March 31, as of March 31, Square Feet as of Square Feet as of Occupancy % Occupancy %
Location Properties 2008(1) 2007 March 31, 2008(2) March 31, 2007 March 31, 2008 March 31, 2007
Wholly-owned properties
Alabama 1 58t 597 76,12¢ 76,35t 79.€% 71.7%
Arizona 4 2,264 2,261 279,89: 279,30( 89.2% 92.9%
California 44 36,27: 36,30¢ 3,474,87. 3,468,22 83.4% 81.2%
Colorada 7 3,28¢ 3,32¢ 419,64 418,41¢ 85.€% 85.5%
Connecticu 2 1,35:¢ 1,357 123,26! 123,06¢ 76.2% 76.2%
Florida 28 18,617 18,62¢ 1,953,21: 1,951,49! 82.1% 84.%%
Georgia 12 6,44¢ 6,45¢ 835,48t 835,57¢ 84.¢% 86.8%
Hawaii 2 2,872 2,85¢ 150,03¢ 154,42¢ 80.8% 80.7%
lllinois 5 3,26¢ 3,26( 339,38 342,24: 80.2% 79.%%
Indiana 1 58¢ 58¢ 62,25( 62,25( 87.2% 84.5%
Kansas 1 502 502 49,94( 49,94( 85.€% 89.1%
Kentucky 3 1,592 1,58t 194,47( 194,35: 87.8% 88.1%
Louisiana 2 1,40¢ 1,407 148,15¢ 147,49( 86.5% 93.%%
Maryland 9 7,444 7,447 795,49: 794,63: 83.1% 81.(%
Massachusetl 26 14,87: 14,85 1,575,89: 1,585,62! 83.(% 80.1%
Michigan 2 1,034 1,04¢ 133,34¢ 134,72: 88.(% 81.2%
Missouri 6 3,15¢€ 3,15¢ 375,55" 375,45: 85.7% 82.1%
Nevada 2 1,257 1,23¢ 132,36! 130,91t 86.€% 83.2%
New Hampshir¢ 2 1,00¢ 1,00¢ 125,90¢ 125,60¢ 84.% 81.(%
New Jersey 23 18,86¢ 18,83t 1,834,411 1,832,33! 84.2% 82.%%
New Mexico 1 53t 534 68,09( 67,85( 77.%% 93.(%
New York 8 7,17¢ 7,247 487,07: 487,32¢ 79.2% 78.(%
Ohio 4 2,02t 2,04( 273,39: 275,13: 82.2% 85.1%
Oregon 1 765 762 103,45( 103,29( 92.2% 89.9%
Pennsylvani: 8 6,14¢ 6,13( 635,95( 641,80( 82.2% 84.8%
Rhode Islanc 1 72€ 731 75,36 75,24: 88.1% 81.7%
South Carolin: 3 1,55¢ 1,55¢ 178,71¢ 178,68¢ 91.4% 88.7%
Tennesse 6 3,511 3,53¢ 476,21: 477,84° 85.6% 84.8%
Texas 19 11,84¢ 11,94: 1,338,18! 1,343,010 87.2% 86.2%
Utah 3 1,53¢ 1,532 210,64( 210,65( 92.7% 93.5%
Virginia 4 2,891 2,89( 272,69¢ 272,71 83.2% 82.6%
Washington 4 2,53¢ 2,53t 305,81! 305,79 85.4% 96.7%
Total Wholly -Owned Stabilized 244 167,94¢ 168,15¢ 17,505,30 17,521,79 84.(% 83.6%

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

Number of of March 31, as of March 31, Square Feet as of Square Feet as of Occupancy % Occupancy %
Location Properties 2008(1) 2007 March 31, 2008(2) March 31, 2007 March 31, 2008 March 31, 2007
Joint-venture properties
Alabama 3 1,70¢ 1,70z 205,61 205,47: 86.% 87.1%
Arizona 11 6,90z 6,907 751,48t 751,20: 85.5% 92.7%
California 76 54,52¢ 54,60« 5,591,911 5,592,06: 87.2% 86.1%
Colorada 2 1,332 1,33¢ 158,21: 158,11: 81.6% 81.9%
Connecticu 8 5,98t 5,98( 691,34: 689,76¢ 76.2% 78.(%
Delaware 1 58¢ 58¢ 71,65¢ 71,65¢ 87.4% 83.6%
Florida 23 19,24¢ 19,29¢ 1,940,32: 1,940,87 82.6% 83.6%
Georgia 3 1,88¢ 1,89¢ 246,92¢ 247,12¢ 79.2% 75.%
lllinois 6 3,99¢ 4,03z 430,79 433,25: 82.£% 79.1%
Indiana 8 3,152 3,141 406,50: 405,90: 84.5% 87.%%
Kansas 3 1,21¢ 1,21« 163,10* 164,20( 82.€% 83.(%
Kentucky 4 2,28t 2,28( 268,55! 268,45¢ 86.6% 82.1%
Maryland 13 10,21¢ 10,21¢ 1,013,14: 1,012,79 84.4% 82.7%
Massachusetl 17 9,25¢ 9,291 1,047,15! 1,045,871 80.€% 80.5%
Michigan 10 5,952 5,961 784,01 783,61: 86.(% 79.6%
Missouri 2 952 954 118,19¢ 118,23t 87.2% 77.%
Nevada 7 4,64z 4,64¢ 620,64¢ 620,67¢ 84.€% 86.2%
New Hampshir¢ 3 1,321 1,32¢ 137,55¢ 137,75¢ 87.1% 83.1%
New Jersey 21 15,69¢ 15,71: 1,654,84. 1,652,861 81.1% 83.2%
New Mexico 9 4,68¢ 4,708 537,66( 530,90: 79.2% 83.6%
New York 21 22,14¢ 22,08¢ 1,718,27 1,715,08! 86.5% 83.(%
Ohio 11 5,01¢ 5,031 748,21° 752,04 82.7% 84.1%
Oregon 2 1,292 1,29( 136,98( 137,14( 89.2% 92.(%
Pennsylvani: 10 7,21€ 7,23¢ 762,89« 764,72: 85.(% 82.9%
Rhode Islanc 1 61C 611 73,88( 73,90¢ 73.5% 67.9%
Tennesse 22 11,78¢ 11,84¢ 1,547,97: 1,548,63 86.6% 85.1%
Texas 18 11,81¢( 11,86¢ 1,533,78: 1,520,201 78.% 77.%
Utah 1 52C 51€ 59,50( 59,55( 84.5% 92.5%
Virginia 16 11,28¢ 11,26° 1,191,941 1,190,98! 84.2% 81.1%
Washingtor 1 551 551 62,73( 62,73( 92.2% 84.1%
Washington, DC 1 1,53¢ 1,53¢ 102,00! 101,99( 91.(% 89.2%
Total Stabilized Joint-Ventures 334 229,32: 229,62¢ 24,777,83 24,757,79 84.2% 83.5%
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Company Pro forma Company Pro forma Company Pro forma
Number of Units as Number of Units Net Rentable Net Rentable Square Foot Square Foot
Number of of March 31, as of March 31, Square Feet as of Square Feet as of Occupancy % Occupancy %

Location Properties 2008(1) 2007 March 31, 2008(2) March 31, 2007 March 31, 2008 March 31, 2007
Managed properties

California 6 3,91 3,941 488,78: 489,73t 76.5% 75.9%
Colorada 1 512 512 56,24( 56,24( 89.6% 94.2%
Florida 2 1,227 1,22¢ 108,94: 108,67* 86.2% 89.5%
Georgia 8 5,85¢ 5,281 644,93¢ 555,83! 75.% 84.(%
Maryland 3 3,24z 3,13¢ 278,87" 258,60: 80.7% 78.4%
Nevada 1 434 43¢ 61,23¢ 61,23¢ 82.£% 81.6%
New Jersey 2 1,102 1,09: 131,70° 131,49: 86.5% 90.6%
New Mexico 2 1,57¢ 1,58¢ 171,55¢ 171,55¢ 87.1% 87.2%
Pennsylvani: 2 88€ 88€ 130,75( 130,75( 91.2% 88.5%
Tennesse 4 2,27¢ 2,311 260,61* 260,08( 90.(% 81.9%
Texas 1 371 371 46,95¢ 46,95¢ 98.£% 99.4%
Utah 3 2,12¢ 2,117 211,43 211,25° 84.5% 76.4%
Washington, DC 2 1,25¢ 1,25¢ 111,75¢ 111,75¢ 81.£% 77.2%
Total Stabilized Managed Propertie: 37 24,77¢ 24,15:; 2,703,79: 2,594,16! 82.(% 82.2%
Total Stabilized Properties 61% 422,04 421,93 44,986,93 44,873,75 84.(% 83.5%

(1) Represents unit count as of March 31, 2008¢ckwhmay differ from March 31, 2007 unit count du@mhit conversions or expansions.

(2) Represents net rentable square feet as of Mat¢l2008, which may differ from March 31, 2007 regitable square feet due to unit
conversions or expansions.

The following table sets forth additional informatiregarding the occupancy of our lease-up pragedn a state-by-state basis as of March 31

2008 and 2007. The information as of March 31, 280 a pro forma basis as though all the propedivned and/or managed at March 31,
2008 were under our control as of March 31, 2007.

Lease-up Property Data Based on Location

Company Pro forma Company Pro forma Company Pro forma
Number of Units as Number of Units Net Rentable Net Rentable Square Foot Square Foot
Number of of March 31, as of March 31, Square Feet as of Square Feetas of  Occupancy % Occupancy %
Location Properties 2008(1) 2007 March 31, 2008(2) March 31, 2007 March 31, 2008 March 31, 2007
Wholly -owned properties
Arizona 1 58€ 59¢& 67,37¢ 67,37¢ 81.(% 62.(%
California 4 2,72( 2,06¢ 331,94: 262,23: 63.2% 52.4%
Connecticu 1 682 68¢ 54,84( 55,16( 75.4% 62.4%
Florida 2 1,25¢ 1,25¢ 157,33¢ 156,77( 73.2% 64.4%
lllinois 1 71€ — 79,25( — 17.% 0.C%
Maryland 1 63E — 79,95¢ — 15.1% 0.C%
Massachuseti 3 2,45( 2,44; 209,70 211,05: 58.4% 38.2%
Pennsylvani: 1 422 424 46,93( 47,06( 74.4% 65.6%
South Caroline 1 512 512 67,04¢ 67,04¢ 88.%% 91.2%
Texas 1 617 617 64,65( 64,65( 80.5% 55.2%
Total Wholly -Owned Leas-up 16 10,600 8,60( 1,159,083 931,34 61.£% 56.1%
Joint-venture properties
California 5 3,58: 3,00z 380,70: 298,61: 50.€% 36.%
Florida 1 772 94C 113,48t 115,42t 56.2% 9.2%
lllinois 3 2,49 2,52¢ 264,39 264,83: 70.(% 54.4%
Maryland 1 93¢ 957 73,67 73,66¢ 62.(% 35.%%
New Jerse) 1 63E 63E 57,36( 56,88¢ 24.1% 4.C%
New York 1 1,57¢ 1,57¢ 115,84( 116,23t 79.5% 74.1%
Rhode Island 1 50C 501 55,64¢ 55,67( 44.1% 34.1%
Total Lease-up Joint-Ventures 13 10,49 10,13¢ 1,061,10( 981,32¢ 58.2% 40.€%
Managed properties
Florida 2 1,547 64€ 134,72¢ 59,24 39.6% 57.2%
Georgia 2 97¢ 1,031 115,24( 115,36¢ 77.7% 68.4%
Indiana 1 54& 59t 68,69( 68,89( 84.1% 66.1%
Massachusett 3 2,79¢ 2,15( 260,91¢ 190,24« 47.€% 56.4%
New Jerse) 1 862 862 78,03( 78,19¢ 34.%% 7.C%
Pennsylvania 1 1,12¢ — 104,85( — 15.2% 0.C%
Total Lease-up Managed 10 7,851 5,28¢ 762,45¢ 511,93¢ 48.2% 53.(%
Total Lease-up Properties 39 28,95¢ 24,02:¢ 2,982,58! 2,424,60 57.1% 49.2%

(1) Represents unit count as of March 31, 2008ckwhiay differ from March 31, 2007 unit count dueihit conversions or expansions.

(2) Represents net rentable square feet as of Mat¢t2008, which may differ from March 31, 2007 reettable square feet due to unit
conversions or expansions.
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RESULTS OF OPERATIONS

Comparison of the three months ended March 31, 20Gshd 2007

Overview

Results for the three months ended March 31, 20€18de the operations of 607 properties (262 ofcWhwere consolidated and 345 of which
were in joint ventures accounted for using the gguiethod) compared to the results for the threathmoended March 31, 2007, which
included the operations of 571 properties (224 loictv were consolidated and 347 of which were intjgentures accounted for using the
equity method).

Revenues

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

Three Months Ended March

31,
2008 2007 $ Change % Change
Revenues:

Property renta $ 57,02: $ 46,23: % 10,79: 23.2%
Management and franchise fe 5,07 5,20¢ (131) (2.5%
Tenant insuranc 3,47¢ 2,14: 1,33¢ 62.2%
Other income 12€ 194 (66) (34.0%
Total revenues $ 65,700 $ 53,77¢ $ 11,93 22.2%

Property Rental — The increase in property rental revenue consis§9@#54 associated with acquisitions completedndu2i007, $1,122 fror
rental rate increases at stabilized properties $8id from increases in occupancy and rental ettésase-up properties.

Management and Franchise Fees —Fhe decrease in management fees is due to a dednethe total number of properties that we now
manage, offset by an increase in revenues at minjenture, franchise, and third-party manageeksielated to rental rate and occupancy
increases. The decrease in the number of propent@siged is primarily due to our acquisition ofdtparty managed properties.

Tenant Insurance —The increase in tenant insurance revenues is dile tsuccessful promotion of the tenant insuramegram at our sites

during 2007 and the first quarter of 2008. Custop=eticipation increased to approximately 38% atdie&81, 2008 compared to approximal
23% at March 31, 2007.

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

Three Months Ended March

31,
2008 2007 $ Change % Change
Expenses:

Property operation $ 20,64, $ 16,89¢ $ 3,74¢ 22.2%
Tenant insuranc 1,162 973 18¢ 19.4%

Unrecovered development and acquisi
costs 164 25C (86) (34.H)%
General and administrati\ 10,17¢ 9,24( 93¢ 10.2%
Depreciation and amortizatic 11,58 8,79¢ 2,78% 31.7%
Total expenses $ 43,727 $ 36,15¢ $ 7,572 20.£%
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Property Operations— The increase in property operations expense wasoduereases of $3,242 associated with acquisitamew
properties during 2007 and $503 at existing stzdaliand lease-up properties primarily from increasesnow removal and property insurance.

Tenant Insurance—The increase in tenant insurance expense is dine wuccessful promotion of the tenant insuranognam at our sites
during 2007 and the first quarter of 2008. Custop=eticipation increased to approximately 38% atdie&81, 2008 compared to approximal
23% at March 31, 2007.

Unrecovered Development/Acquisition Costs—These costs relate to unsuccessful developmeraeodsition activities during the periods
indicated.

General and Administrative —The increase in general and administrative expemasprimarily due to the increased costs assatiatin the
management of the 42 additional properties thaevadded through acquisitions and development ii7 200addition, approximately $200 of
the increase related to the immediate vestingresticted stock grant.

Depreciation and Amortization— The increase in depreciation and amortization expéna result of additional properties that weldeal
through acquisitions and development in 2007.

Other Revenues and Expenses

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

Three Months Ended March 31,

2008 2007 $ Change % Change
Other revenue and expense:

Interest expens $ (16,359 $ (13,39¢ $ (2,959 22.1%
Interest incom 42F 1,44¢ (2,029 (70.60%

Interest income on note receivable fr
Preferred Unit holde 1,21z — 1,21z 100.(%
Equity in earnings of real estate ventu 1,22 1,197 25 2.1%
Loss on sale of investments available for : (1,415 — (1,419 (100.0%
Minority interest- Operating Partnersh (510 (3849) (12€) 32.8%
Minority interest - other 13¢ (16) 15¢ (968.6%
Total other expens $ (15,280 $ (11,15) $ (4,129 37.(%

Interest Expense—The increase in interest expense consists of $1a858aciated with the $250,000 of exchangeable santes issued on
March 27, 2007, and $1,402 associated with newsladtained on properties acquired in 2007, offged Hecrease in interest on corporate and
other debt as a result of decreases in interest.rat

Interest Income—The decrease in interest income was due primaritiie fact that we held more than $250,000 of itaesats available for
sale at March 31, 2007 versus having no investnergiable for sale at March 31, 2008. The invesiimavailable for sale were purchased
with cash that was generated primarily by the emgkable senior notes offering in March 2007.

Interest Income on Note Receivable from Preferred bit Holder — Represents interest on a $100,000 loan to the sotddahe Preferred C
units.

Equity in Earnings of Real Estate Ventures—The increase in equity in earnings of real estatgwres for the three months ended March 31,
2008 is primarily due to increases in propertyinebme from stabilized joint venture propertiesseffby losses from lease up properties in
certain joint ventures.

Loss on Sale of Investments Available for Sale -Represents the amount of loss recorded on FebR®ar2008 related to the liquidation of
auction rates securities held in investments abtailfor sale.

Minority Interest—Operating Partnership— Income allocated to the Operating Partnership (iiclg the Preferred OP
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units) represents 7.07% and 5.60% of the net indosfi@re minority interest for the three months ehifarch 31, 2008 and 2007, respectiv:
The increase in the amount allocated to the mipanterest in 2008 is due to the addition of thef@ired OP units and the increase in net
income.

Minority Interest—Other— Income allocated to the other minority interestrespnts the losses allocated to partners in catatetl joint
ventures on two properties that are in lease-up.

FUNDS FROM OPERATIONS

Funds from Operations (“FFOprovides relevant and meaningful information abmutoperating performance that is necessary, aldtignet
income and cash flows, for an understanding ofoperating results. We believe FFO is a meaningididsure as a supplement to net earr
because net earnings assumes that the valued ebtate assets diminish predictably over timesflegted through depreciation and
amortization expenses. We believe that the valtiesab estate assets fluctuate due to market dondiend FFO more accurately reflects the
value of our real estate assets. FFO is definatidoyNational Association of Real Estate Investmignsts, Inc. (‘“NAREIT”) as net income
computed in accordance with U.S. generally acceptedunting principles (“GAAP”), excluding gainslosses on sales of operating
properties, plus depreciation and amortization afitel adjustments to record unconsolidated patigssand joint ventures on the same basis.
We believe that to further understand our perforrealkrFO should be considered along with the regaré income and cash flows in
accordance with GAAP, as presented in the condelifinancial statements.

The computation of FFO may not be comparable to FépOrted by other REITs or real estate compahigisdo not define the term in
accordance with the current NAREIT definition oatlnterpret the current NAREIT definition diffetin FFO does not represent cash
generated from operating activities determinedccoadance with GAAP, and should not be consideseanaalternative to net income as an
indication of our performance, as an alternativagbcash flow from operating activities as a measti our liquidity, or as an indicator of our
ability to make cash distributions. The followirapte sets forth the calculation of FFO (dollarsiarhousands, except for share data):

Three months ended March 31,

2008 2007
Net income $ 6,700 $ 6,47(
Adjustments
Real estate depreciatis 9,76( 7,58¢
Amortization of intangible: 1,27¢ 807
Joint venture real estate depreciation and am¢idiz 1,052 1,062
Distributions paid on Preferred Operating Partnierahits (1,439 —
Income allocated to Operating Partnership minaritgrest 51C 384
Funds from operations $ 17,86: $ 16,30¢
Weighted average number of sha- diluted 71,359,32 68,786,18

SAME-STORE STABILIZED PROPERTY RESULTS

We consider our same-store stabilized portfoliodnsist of only those properties which were whalyred at the beginning and at the end of
the applicable periods presented that have achigtedilization as of the first day of such peridte following table sets forth operating data
for our same-store portfolio. We consider the foilog same-store presentation to be meaningfulgands to the properties shown below.
These results provide information relating to propéevel operating changes without the effectaajuisitions or completed developments.
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Three Months Ended March 31, Percent Three Months Ended March 31, Percent
2008 2007 Change 2007 2006 Change
Samestore rental revenue $ 4580: $ 44,68 25% $ 38,90¢ $ 36,76¢ 5.8%
Same-store operating expens 16,32¢ 15,89¢ 2.7% 13,70« 13,52 1.2%
Same-store net operatin
income 29,47¢ 28,78: 2.4% 25,20¢ 23,24¢ 8.4%
Non sam-store renta
revenue: 11,22( 1,54¢ 624.2% 7,322 2,407 204.2%
Non sam-store operating
expense: 4,31¢ 997 332.&% 3,192 1,22( 161.6%
Total rental revenue 57,02¢ 46,23 23.% 46,23 39,17¢ 18.(%
Total operating expens 20,64: 16,89¢ 22.2% 16,89¢ 14,74 14.6%
Samestore square foc
occupancy as of quarter e 84.5% 84.5% 84.7% 84.€%
Properties included in sar
store 211 211 181 181

The increase in same-store rental revenue fohttee tmonths ended March 31, 2008 over the priaorwea due to increased rental rates to
existing customers and our ability to maintain qguamcy. Expenses increased when compared to theyeao due to higher snow removal ct
and property insurance.

CASH FLOWS

Cash flows provided by operating activities werd $89 and $25,662, respectively, for the three mahded March 31, 2008 and 2007. The
decrease over the prior year primarily related&increase in receivables from related partiesedthy the increase in depreciation and
amortization and the loss on investments availadleale.

Cash used in investing activities was $1,980 ar85¥319, respectively, for the three months endettMa1, 2008 and 2007. The decrease
relates primarily to the change in investmentslabé for sale. For the three months ended Marc¢l2G8Q8, there were proceeds from the sale
of investments available for sale of $21,812 andtie three months ended March 31, 2007, there prareeeds used for the purchase of
investments available for sale of $286,360.

Cash used in financing activities was $18,586 fierthree months ended March 31, 2008 versus tlmepeasided by financing activities of
$274,297 for the three months ended March 31, Z00& reduction in cash provided by financing atigg over the prior period relates
primarily to the issuance of the exchangeable semates for $250,000 on March 27, 2007 and theaissel of other notes related to property
acquisitions.

COMMON CONTINGENT SHARES AND COMMON CONTINGENT UNIT PROPERTY PERFORMANCE

As described in the notes to our unaudited Condk@®emsolidated Financial Statements, upon the aehient of certain levels of net opera
income with respect to 14 of our properties, oulSS@nd our Operating Partnership’s CCUs will conwveo additional shares of common
stock and OP units, respectively.

As of March 31, 2008, 1,805,611 CCSs and 92,883 £dve converted to common stock and OP unitsectisply. Based on the
performance of the properties as of March 31, 2668&dditional 348,274 CCSs and 17,915 CCUs beedigible for conversion. The board

directors approved the conversion of these CCS<&ids on May 1, 2008 as per our charter, and theeshand units were issued on May 5,
2008.

The table below outlines the performance of theerties for the three months ended March 31, 20032807:
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Three Months Ended March 31, Percent Three Months Ended March 31, Percent

2008 2007 Change 2007 2006 Change
CCS/CCU rental revenur $ 3,28¢ $ 2,88¢ 14.% $ 2,88t $ 2,38 21.2%
CCS/CCU operating expens 1,341 1,29¢ 3.2% 1,29¢ 1,32¢ -2.C%
CCS/CCU net operating incon 1,94¢ 1,58¢ 22.1% 1,58¢ 1,057 50.2%
Non CCS/CCU rental revenu 53,73t 43,34 24.(% 43,34¢ 36,79: 17.8%
Non CCS/CCU operating expens 19,30( 15,59¢ 23.1% 15,59¢ 13,415 16.2%
Total rental revenue 57,02/ 46,23! 23.2% 46,23 39,17¢ 18.(%
Total operating expens 20,64: 16,89¢ 22.2% 16,89¢ 14,74: 14.6%
CCS/CCU square foot occupancy
of quarter enc 76.1% 73.(% 73.(% 71.5%
Properties included in CCS/CC 14 14 14 14

The increase in CCS/CCU rental revenues was piiynduie to increased rental rates and increasedpacmy.
OPERATIONAL SUMMARY

For the three months ended March 31, 2008, we rmoat our samstore property revenue growth with a revenue irswesd 2.5% compared
the same period in 2007. Occupancy at our stabilzeperties was fairly consistent on a year-to-yeesis, reaching 84.0% as of March 31,
2008 compared to 83.5% as of March 31, 2007.

For the three months ended March 31, 2008, theetsdf Chicago, Columbus, Dallas, Detroit, Houstéashville and San Francisco/Oakland
were the top performers among our stabilized ptaserMarkets performing below the our portfoliceaage in revenue growth included Las
Vegas, Orlando, Philadelphia, Phoenix and West Bsdach.

Property revenue growth was evident in the majaritynarkets in which we operate. The growth in grdprevenue is the result of increase
occupancy and rental rates to both new and existis¢pmers. Property expenses increased primarigyrasult of increases in snow removal
and property insurance.

OUTLOOK

In the first quarter of 2008, we continued to segaerally positive climate for self-storage in theited States. Rental activity was flat overall
when compared with the first quarter of 2007. Desfie lack of increased demand, we were ableide eame-store and overall portfolio
revenue through increased rental rates to existisgpmers. We continue to selectively discountatesites and units based on occupancy,
availability, and competitive parameters that ametlled through our centralized, real-time tedbgy systems and revenue management
team.

We anticipate generally positive sstibrage fundamentals to continue in our core markge believe that the ability exists to increasesnue
in 2008 over levels achieved in 2007. We anticigatetinued competition from all operators, both lpuband private, in all of the markets in
which we operate. However, we believe that theiguahd location of our property portfolio, our Erwe management systems, and the
strength of our self-storage fundamentals will fidevopportunities to grow revenues in 2008.

We are continually seeking to drive rental activdatyd revenue growth by actively managing both pg@nd promotional strategies through
revenue management team and utilizing the yieldagament features of our technology system. In-htragging, operational initiatives and
marketing promotions, including national cable v&dn advertising, continue to be implemented. Sehactivities also provide support for
increased rentals at the store level.

Property taxes are seen as a primary driver ofresgeein the coming year. As we continue to accexigting self-storage facilities, tax
reassessments will continue to occur.
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LIQUIDITY AND CAPITAL RESOURCES

As of March 31, 2008, we had $21,010 availablesishcand cash equivalents. We intend to use thistogsurchase additional self-storage
properties and fund other working capital need$nguthe remainder of 2008. Additionally, we areuiegd to distribute at least 90% of our net
taxable income, excluding net capital gains, tostackholders on an annual basis to maintain oalifigation as a REIT. Therefore, it is
unlikely that we will have any substantial cashalpaks that could be used to meet our liquidity sekttead, these needs must be met from
cash generated from operations and external soafazpital.

On October 19, 2007, we entered into a new $100,@adlving line of credit (the “Credit Line”). Waiend to use the proceeds from the Credit
Line for general corporate purposes and acquistidhe Credit Line has an interest rate of betwi#$hand 250 basis points over LIBOR,
depending on certain of our financial ratios. Thredt Line is collateralized by mortgages on certaial estate assets. The Credit Line matures
October 31, 2010. There were no amounts outstandidgr the Credit Line as of March 31, 2008 or Daoer 31, 2007.

As of March 31, 2008, we had $1,320,992 of delstlteng in a debt to total capitalization ratio5#.3%. As of March 31, 2008, the ratio of
total fixed rate debt and other instruments tol tédbt was 90.4% ($61,770 on which we have a revieterest rate swap has been included as
variable rate debt). The weighted average inteedstof the total of fixed and variable rate detiflarch 31, 2008 was 5.0%.

Real estate assets are pledged as collateral fatetn. We are subject to certain restrictive cewegs relating to our outstanding debt. We were
in compliance with all covenants at March 31, 2008.

We expect to fund our shateym liquidity requirements, including operatingperses, recurring capital expenditures, divideadstdckholders
distributions to holders of OP units and interesbar outstanding indebtedness out of our operatasty flow, cash on hand and borrowings
under the Credit Line.

Our liquidity needs also consist of new facilitywe®pment, property acquisitions, principal paynsamder our borrowings and non-recurring
capital expenditures. In addition, we evaluateanrongoing basis, the merits of strategic acquaisitiand other relationships, which may rec
us to raise additional funds. We do not expect dlitoperating cash flow will be sufficient to fundr liquidity needs and instead expect to
fund such needs out of additional borrowings ofised or unsecured indebtedness, joint venturesthittth parties and from the proceeds of
public and private offerings of equity and debtdiibnal capital may not be available on terms fabte to us, or at all. Any additional
issuance of equity or equity—linked securities mesult in dilution to our stockholders. In additi@amy new securities we issue could have
rights, preferences and privileges senior to heldéiour common stock. We may also use OP unitsiaency to fund acquisitions from self-
storage owners who desire tax-deferral in theitimxitransactions.

FINANCING STRATEGY

We will continue to employ leverage in our capgtalicture in amounts determined from time to tippebr board of directors. Although our
board of directors has not adopted a policy whielit$ 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 indebtedttedgswill 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 flexilyilin managing our properties;

e prepayment penalties and restrictions on refinancin

« the purchase price of properties acquired with @iabhcing;

* long-term objectives with respect to the financing;

e target investment returns;

« the ability of particular properties, and our Compas a whole, to generate cash flow sufficiertdaeer
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expected debt service payments;
» overall level of consolidated indebtedness;
e timing of debt and lease maturities;
e provisions that require recourse and cross-coléittion;
»  corporate credit ratios including debt service cage, debt to total capitalization and debt to pneleiated assets; and

. the overall ratio of fixed and variable rate debt.

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

OFF-BALANCE SHEET ARRANGEMENTS

Except as disclosed in the notes to our unauditadi€nsed Consolidated Financial Statements, wedounrently have any relationships with
unconsolidated entities or financial partnershipgh as entities often referred to as structureghfie or special purposes entities, which
typically are established for the purpose of féatiing offbalance sheet arrangements or other contractualhpw or limited purposes. Furth
except as disclosed in the notes to our unauditediénsed Consolidated Financial Statements, wer@vguaranteed any obligations of
unconsolidated entities nor do we have any comnmitener intent to provide funding to any such easitiAccordingly, we are not materially
exposed to any financing, liquidity, market or dtek that could arise if we had engaged in thetationships.

The exchangeable senior notes provide for excedwmage value to be paid in shares of our commark $t@ur stock price exceeds a certain
amount. See the notes to our financial statementa further description of our senior exchangeables.

CONTRACTUAL OBLIGATIONS

The following table summarizes our contractual gditions as of March 31, 2008:

Payments due by Period:

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

Operating lease $ 60,91¢ $ 536 $ 10,11¢ $ 7821 $ 37,61%
Notes payable, exchangeable senior notes and

payable to trust

Interest 413,69¢ 60,361 93,60: 66,96¢ 192,75

Principal 1,320,99: 71,54( 388,35! 83,841 777,25(
Total contractual obligatior $ 1,795600 $ 137,27. $ 492,07, $ 158,63° $ 1,007,62

At March 31, 2008, the weighted-average interest fiar all fixed rate loans was 5.1%, and the weidkaverage interest rate for all variable
rate loans was 4.0%.

SEASONALITY
The self-storage business is subject to seasar@ufitions. A greater portion of revenues and fwafie realized from May through September.
Historically, our highest level of occupancy hasibas of the end of July, while our lowest levebofupancy has been in late February and

early March. Results for any quarter may not béceti’e of the results that may be achieved forftiifiscal year.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
Market Risk

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

Interest Rate Risk

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

As of March 31, 2008, we had $1,320,992 in totditdef which $127,128 was subject to variable iesérates (including the $61,770 on wh
we have a reverse interest rate swap). If LIBORevterincrease or decrease by 100 basis point#ndhease or decrease in interest expense on
the variable rate debt would increase or decraaseef earnings and cash flows by $1,271 annually.

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

The fair value of fixed rate notes payable, excleafde senior notes and notes payable to trustaethVB1, 2008 was $1,335,050. The carr
value of these fixed rate notes payable, exchangesaimior notes and notes payable to trusts atiMaitc2008 was $1,193,864.

ITEM 4. CONTROLS AND PROCEDURES
0] Disclosure Controls and Procedures

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

rules and forms of the Securities and Exchange Gesiom, and that such information is accumulatedl @mmunicated to our management,
including our Chief Executive Officer and Chief kirtial Officer, as appropriate, to allow timely séans regarding required disclosure based
on the definition of “disclosure controls and prdgees” in Rule 13a-15(e) of the Exchange Act. Isigleing and evaluating the disclosure
controls and procedures, management recognizealyatontrols and procedures, no matter how weligshed and operated, can only provide
a reasonable assurance of achieving the desirg¢btobjectives, and in reaching a reasonable lef/essurance, management necessarily was
required to apply its judgment in evaluating thetdoenefit relationship of possible controls andcadures.

We formed a disclosure committee to ensure thatisdlosures made by the Company to its securitydns or to the investment community
will be accurate and complete and fairly preseat@lompany’s financial condition and results of @piens in all material respects, and are
made on a timely basis as required by applical¥s,laegulations and stock exchange requirements.

We carried out an evaluation, under the superviaimhwith the participation of management, inclgdime Chief Executive Officer and the
Chief Financial Officer, of the effectiveness o tthesign and operation of our disclosure contnatsrocedures as of the end of the period
covered by this report. Based upon that evaluatanChief Executive Officer and Chief Financialfioér concluded that our disclosure
controls and procedures were effective as of tlileoéthe period covered by this report.
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(i) Changes in internal control over financial reporting
There were no changes in our internal control dwancial reporting (as such term is defined in lEege Act Rule 13a- 15(f)) that occurred
during our most recent quarter that have materéaffigcted, or are reasonably likely to materiaffget, our internal control over financial
reporting.
PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
We are involved in various litigation and proceegitin the ordinary course of business. We are patrty to any material litigation or legal
proceedings, or to the best of our knowledge, Arsatened litigation or legal proceedings, whiatthie opinion of management, will have a
material adverse effect on our financial conditimresults of operations either individually ortlve aggregate.
ITEM 1A. RISK FACTORS
There have been no material changes in our rigkrfafrom those disclosed in our 2007 Annual ReporForm 10-K.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
As described in the notes to our unaudited Condk@emsolidated Financial Statements, upon the aehient of certain levels of net opera
income with respect to 14 of our properties, oulSS@nd our CCUs will convert into additional shaxesommon stock and OP units,
respectively. Subject to certain lock-up periodd adjustments, the units are generally exchangdabihares of common stock on a one-for-
one basis or an equivalent amount of cash, atgtieroof the Company.
As of March 31, 2008, 1,805,611 CCSs and 92,883 £kadl converted to common shares and OP uniteatsgly. Based on the
performance of the properties as of March 31, 2668&dditional 348,274 CCSs and 17,915 CCUs beedigible for conversion. The board
directors approved the conversion of these CCS&ds on May 1, 2008 as per our charter, and theestand OP units were issued on
May 5, 2008. The shares and units were issuedvatgrplacements in reliance on Section 3(a)(9)%&ction 4(2) of the Securities Act of
1933, as amended, and the rules and regulationsytgated thereunder. We received no additionalidenation for the conversions.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
ITEM 5. OTHER INFORMATION
None.
ITEM 6. EXHIBITS

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

31.z Certification of Chief Financial Officer pursuamt $ection 302 of the Sarba-Oxley Act of 2002

32.1* Certifications of the Chief Executive Officer anti€f Financial Officer pursuant to 18 U.S.C. Sertid50, as adopted pursuant to
Section 906 of the Sarbal-Oxley Act of 2002

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

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

EXTRA SPACE STORAGE INC
Registrant

Date: May 7, 200: /s/ Kenneth M. Woolle
Kenneth M. Woolley
Chairman and Chief Executive Offic
(Principal Executive Officer

Date: May 7, 200: /s/ Kent W. Christense
Kent W. Christense
Executive Vice President and Chief Financial Offi
(Principal Financial Officer)
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Exhibit 31.1
CERTIFICATION

I, Kenneth M. Woolley, certify that:
1. | have reviewed this quarterly report on Form 10f@Extra Space Storage Inc.;

2. Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or om#itade a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nttamisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

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

€) 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 consolidhubsidiaries, is made
known to us by others within those entities, paftdy during the period in which this report isifg prepared;

(b) designed such internal control over financial réipgs or caused such internal control over finahi@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with U.S generally accepted accounting ppiesi

(c) evaluated the effectiveness of the registrant’sloésire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period cougrehis report based on
such evaluation; and

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

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

functions):

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

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

Date: May 7, 2008 By: /s/ Kenneth M. Woolle

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




Exhibit 31.2
CERTIFICATION
I, Kent W. Christensen, certify that:
1. | have reviewed this quarterly report on Form 10f@Extra Space Storage Inc.;

2. Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or om#itade a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nttamisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

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

€) 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 consolidhubsidiaries, is made
known to us by others within those entities, paftdy during the period in which this report isifg prepared;

(b) designed such internal control over financial réipgs or caused such internal control over finahi@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with U.S generally accepted accounting ppiesi

(c) evaluated the effectiveness of the registrant’sloésire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis quarterly report
based on such evaluation; and

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

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

functions):

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

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

Date: May 7, 2008 By: /s/ Kent W. Christense

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




Exhibit 32.1

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

The undersigned, the Chief Executive Officer ofrBX3pace Storage Inc. (the “Companyigreby certifies to his knowledge on the date He
pursuant to 18 U.S.C. 1350(a), as adopted pursa@ection 906 of the Sarbanes-Oxley Act of 2002t the Quarterly Report on Form 10-Q
for the quarter ended March 31, 2008 (the “FornQP-filed concurrently herewith by the Companyllyftcomplies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended, and that the informationaioed in the Form 10-Q fairly presents,
in all material respects, the financial conditiondaesults of operations of the Company.

By: /s/ Kenneth M. Woolle

Name: Kenneth M. Woolle

Title: Chairman and Chief Executive Offic
May 7, 200¢

The undersigned, the Chief Financial Officer ofl@X$pace Storage Inc. (the “Company”), herebyfaestto his knowledge on the date hereof,
pursuant to 18 U.S.C. 1350(a), as adopted pursaaBection 906 of the Sarbanes-Oxley Act of 200@t the Quarterly Report on Form 10-Q
for the quarter ended March 31, 2008 (the “FornQP-filed concurrently herewith by the Companyllyfitcomplies with the requirements of
Section 13(a) or 15(d) of the Securities ExchangeoA 1934, as amended, and that the informatiotiadoed in the Form 10-Q fairly presents,
in all material respects, the financial conditioraesults of operations of the Company.

By: /s/ Kent W. Christense

Name: Kent W. Christense

Title: Executive Vice President and Chief Finan€dficer
May 7, 200¢




