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Explanatory Note

The financial statements covered in this reporttf@r period from January 1, 2004 to August 16, 26@4tain the results of operations
and financial condition of Extra Space Storage Ldr@ its subsidiaries, the predecessor to Extra 8&torage Inc. and its subsidiaries, prior
to the consummation of Extra Space Storage Indtiali public offering on August 17, 2004, and s formation transactions. In addition,
the financial statements covered in this reporttaomnthe results of operations and financial corafitof Extra Space Storage Inc. for the pe
from August 17, 2004 to December 31, 2005. Amaureti thousands (except per share data and urddsswise stated

Statements Regarding Forward-Looking Information

This annual report on Form 10-K contains or may tedm forward-looking statements within the meanaigsection 27A of the Securitie
Act of 1933, as amended (the "Securities Act"), @action 21E of the Securities Exchange Act of 1834mended (the "Exchange Act"). W\
used within this document, the words "may," "wilhélieves,” "anticipates,” "continues," "shouldlikely," "estimates," "expects,"” and similar
expressions are intended to identify "forward-lomkstatements” Such forward-looking statementshmevikinown and unknown risks,
uncertainties, and other factors, which may catrsedctual results, performance or achievementsiotompany to be materially different
from those expressed or implied in the forw-looking statements. Such factors include, butrenteimited to:

. changes in general economic conditions and in thekats in which we operat

. the effect of competition from new tstorage facilities or other storage alternative$jigh would cause rents and occupancy rate
decline;

. our ability to effectively compete in the industrywhich we do business;

. difficulties in our ability to evaluate, finance édntegrate acquired and developed properties ouoexisting operations and to fill

those properties, which could adversely affectmrafitability;

. the impact of the regulatory environment as welhasonal, state, and local laws and regulationslirding, without limitation, those
governing Real Estate Investment Trusts, whichccmdrease our expenses and reduce the our castabieafor distribution;

. difficulties in raising capital at reasonable rateghich could impede our ability to grow; and

. delays in the development and construction proagbkigh could adversely affect our profitability; dleconomic uncertainty due to the
impact of war or terrorism which could adversel§eat our business plan.

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

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




PART |
Item 1. Business

General

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

We were formed to continue the businedsxtfa Space Storage LLC and its subsidiaries (@redecessor"), which had engaged in the
self-storage business since 1977. These compaeiesreorganized after the consummation of our IROwvarious formation transactions. As
of December 31, 2005, we held ownership interestlb properties located in 34 states, includingNifegton D.C. with an aggregate of
approximately 38 million square feet of net renéadgpace and greater than 275,000 customers. @f Bd€sproperties, 192 are wholly owned,
and 354 are owned in joint-venture partnershipsadditional 85 properties are owned by franchigeehird parties and operated by us in
exchange for a management fee.

We operate in two distinct segments: (bperty management and development and (2) renéahiipns. Our property management and
development activities include acquiring, managohgyeloping and selling self-storage facilitieseTental operations activities include rental
operations of self-storage facilities.

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

We file our annual report on Form 10-K, deady reports on Form 10-Q, current reports omir8rK, and all amendments to those reports
with the Securities and Exchange Commission (tH&C'S. You may obtain copies of these documentsibijing the SEC's Public Reference
Room at 450 Fifth Street, N.W., Washington, D.C544®, by calling the SEC at 1-800-SEC-0330 or byesasing the SEC's website at
http://www.sec.gov. In addition, as soon as realslynaracticable, after such materials are furnisteethe SEC, we make copies of these
documents available to the public free of chargeugh our website at www.extraspace.com, or byawiirg our Secretary at our principal
offices, which are located at 2795 Cottonwood ParkvBuite 400, Salt Lake City, Utah 84121, teleghoumber (801) 562-5556.

Management

Members of our executive management teara bgnificant experience in all aspects of thésklrage industry, and have an average of
more than ten years of industry experience. Thesemnagement team has collectively acquired ara#eeloped more than 650 properties
during the past 25 years for the Company, the Rexd®r and other entities. Kenneth M. Woolley, @han and Chief Executive Officer, and
Richard S. Tanner, Senior Vice President Developnteve worked in the self-storage industry singé7land led two of the earliest self-
storage facility development projects in the Uni&idtes.




The remainder of our executive managemearhtand their years of experience are as followesit IChristensen, Senior Vice President,
Chief Financial Officer, 8 years; Charles Allenne Vice President, Senior Legal Counsel, 8 yeanst Karl Haas, Senior Vice President
Operations, 18 years.

Members of the executive management teare paided the Company through substantial growekietbping and acquiring over
$2.75 billion in assets since 1996. This growth tsn funded through equity offerings and more 860 billion in private equity capital
since 1998. This private equity capital has commanily from sophisticated, high net-worth indivils and institutional investors such as
affiliates of Prudential Financial, Inc. and Fidglinvestments.

Our executive management and board of wiredave a significant ownership position in tr@rpany with executive officers and
directors owning approximately 5.3 million shared0.3% of our outstanding common stock as of Fatyr@8, 2006.

Industry & Competition

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

Self-storage provides a convenient wayiridividuals and businesses to store their possessiohether due to a life-change, or simply
because of a need for storage space. The mix iokerggl tenants using a seiferage property is determined by a property'sl ldemographic
and often includes people who are looking to domendfieir living space or others who are not ydtesin large homes.

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

Our research has shown that tenants cheesH-storage property based primarily on the eoience of the site to their home or business,
making high-density, high-traffic population cerstédeal locations for locating a self-storage propeA property's perceived security and the
general professionalism of the site managers aiflast also contributing factors to a site's &pid successfully secure rentals. Although n
self-storage properties are leased to tenantsnoongh-to-month basis, tenants tend to continue thases for extended periods of time.

Self-storage does have seasonal fluctumtiooccupancy rates for self-storage properti@seB on our experience, generally, there is
increased leasing activity at self-storage propsrtiuring the summer months due to the higher nuofhgeople who relocate during this
period. The highest level of occupancy is achienetlly and August, while the lowest level of ocanpy is seen in February and March.

Since inception in the early 1970's thé-strage industry has experienced significant ghowwn the past ten years, there has been even
greater growth. According to the 2006 Self-StorAgeanac (the "Almanac"), in 1995 there were only9Z2 self-storage properties in the
United States, with an average occupancy rate &P8®f net rentable square feet compared to 41sézstorage properties in 2005 with an
average occupancy rate of 83.0% of net rentablarsdfeet. As population densities have increaséldrunited States, there has been an
increase in self-storage awareness and corresgpddirelopment, which we expect will continue in thiire.
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Our research indicates that the factorst inggortant to tenants when choosing a self-stosdtgeare a convenient location, a clean
environment, friendly service and a professiongbfué staff. Our experience also indicates thatcassfully competing in the self-storage
industry requires an experienced and dedicated gesnent team that is supported by an efficient &nddie operating platform that is
responsive to tenants' needs and expectations.

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

We have encountered competition when wk geacquire properties, especially for brokeredfpbos. Aggressive bidding practices hi
been commonplace between both public and privateesn and this competition has limited our ailib grow at a more consistent pace.

Increased development within the self-gjerendustry has also led to an increased emphasigelocation, property design, innovation
and functionality. We strive to have a creative #8axlible approach to our development projects apdare open to a broad array of
opportunities because of this flexibility. Thisaspecially true for new sites slated for high-dgngopulation centers, to accommodate the
requirements and tastes of local planning and zpbaards, and to distinguish a facility from otbéferings in the market. Due to the attractive
architecture of many of our development propertieshave been able to eliminate a typical bardemry for most self-storage developers in
areas usually reserved for more traditional retad commercial users.

The industry is also characterized by fragted ownership. According to the Almanac, theftop self-storage companies in the United
States owned approximately 10.0% of total U.S-sklfage properties, and the top 50 self-storaggenies owned approximately 15.3% of
the total U.S. properties. We believe this fragragah will contribute to continued consolidationsaime level into the future. We also believe
we are well positioned to be able to compete fouigitions given our enhanced ability to accesstabas a public company and our historical
reputation for closing deals.

After our acquisition of the Storage US/Aperties on July 14, 2005, we became the secogddaself-storage owner and operator in the
United States. We are now one of five public safage REITS along with Public Storage Inc. (NY®5A), Shurgard Storage Centers, Inc.
(NYSE: SHU), Sovran Self-Storage, Inc. (NYSE: S8y U-Store-It Inc. (NYSE: YSI).

Growth and Investment Strategies

Our primary business objectives are to méze cash flow available for distribution to ouodtholders and to achieve sustainable long-
term growth in cash flow per share in order to maze long-term stockholder value. Our businesgeqsato achieve these objectives consists
of the following elements:

. Maximize Cash Flow at Our Propertie:

We seek to maximize revenue-generating opportuiiyeresponding to changing local market condititmsugh interactive yield
management of the rental rates and discount l@telar properties. Supported by STORE (our licensegerty management softwai
we will seek to respond to changing market condgiiand to maximize revenue-generating opporturtiiesigh interactive rental rate
management.

. Pursue Opportunities to Acquire SeStorage Portfolios

We intend to continue to selectively acquire, faskt or by utilizing units in our Operating Partigpsas acquisition currency, privately-
held self-storage portfolios and single self-sterag




assets in high population density areas with aretsupply or equilibrium of self-storage demandflag-them under the Extra Space
Storage brand name, and implement our comprehepsigerty and operating systems so as to maxinpeeading performance over
time.

. Strategically Select and Develop Siti

We plan to continue to expand by selecting and ldpireg new self-storage properties with cost-effegtappealing construction in
desirable areas based on specific data, includisdpility and convenience of location, market opancy and rental rates, market
saturation, traffic count, household density, mediausehold income, barriers to entry and futureagaphic and migration trends.
Because of the attractive architecture of manyunfmoperties, we have been able to eliminate ma&yparrier of entry for most self-
storage developers in areas usually reserved foe tnaditional retail and commercial properties.

. Continue Joint Venture Strategy to Pursue Developmh®pportunities and Enhance Return

We plan to grow by continuing our development atiéig in conjunction with our joint venture parteevhile mitigating the risks
normally associated with early-stage developmedtlaase-up activities. Where appropriate, we ptazito seek to acquire properties
in a capital-efficient manner in conjunction witbrgoint venture partners. Typically in these deale seek to have a small capital
interest, and once our joint venture partner rexed/ predetermined return on its investment, timairging profits will be distributed
between us and our joint venture partners.

Financing of Our Growth Strategies
. Acquisition Financing

We, as guarantor, and our Operating Partnershietly have a $100 million revolving line of cretliiat is collateralized by our self-
storage properties. As of December 31, 2005, thdicfacility had approximately $76.1 million of@lable borrowings based on the
assets collateralizing the credit facility. We esfp® maintain a flexible approach in financing ngmeperty acquisitions. We plan to
finance future acquisitions through a combinatibbarowings under the credit facility, traditiors@cured mortgage financing and
additional equity offerings.

Development Joint Venture Financin

We own 341 of our stabilized properties and 13wflease-up properties through joint ventures wittd parties, including affiliates of
Prudential Financial, Inc. In each joint venture, generally manage the day-to-day operations ofitigerlying properties and have the
right to participate in major decisions relatingstdes of properties or financings by the appliegbint venture. Our joint venture
partners typically provide most of the equity caprequired for the operation of the respectiveress. Under the operating agreem:
for the joint ventures, we typically maintain thght to receive between 17.0% and 50.0% of thelaig cash flow from operations
after our joint venture partners have receivedegi@termined return, and between 17.0% and 50.%eddvailable cash flow from
capital transactions after our joint venture pasreve received a return of its capital plus qureldetermined return. Some joint
venture agreements include buy-sell rights, as agetights of first refusal in connection with #ede of properties by the joint venture.

. Disposition of Propertie:

We will continue to review our portfolio for progers or groups of properties that are not stratdlyitocated and determine whether to
dispose of these properties to fund other growth.




Regulation

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

Under the American Disabilities Act (theDA"), all places of public accommodation are reqdito meet certain federal requirements
related to access and use by disabled personse Téggirements became effective in 1992. A numbadditional U.S. federal, state and local
laws also exist that may require modificationsh® properties, or restrict further renovations ¢lérwith respect to access thereto by disabled
persons. Noncompliance with the ADA could resulthie imposition of fines or an award of damagegrieate litigants and also could result in
an order to correct any non-complying feature,ehgmrequiring substantial capital expendituresthiextent our properties are not in
compliance, we are likely to incur additional castgsomply with the ADA.

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

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

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

Employees

As of February 28, 2006, we had 1,943 eygss and believe our relationship with our emplsyteebe good. Our employees are not
represented by a collective bargaining agreement.

ltem 1A. Risk Factors

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

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

Risks Related to Our Properties and Operations

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

Virtually all of our leases are on a motdhmonth basis. Any delay in re-letting units asasacies arise would reduce our revenues and
harm our operating results. In addition, lower teapected rental rates upon re-letting could impmdegrowth.
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We face increasing competition for the acquisitiorf self-storage properties and other assets, which may imge our ability to make
future acquisitions or may increase the cost of the® acquisitions.

We compete with many other entities engdgedal estate investment activities for acquisisi of self-storage properties and other assets
including national, regional and local operatord davelopers of self-storage properties. These etitops may drive up the price we must pay
for self-storage properties or other assets we seakquire or may succeed in acquiring those ptigseor assets themselves. In addition, our
potential acquisition targets may find our compesitto be more attractive suitors because theyhmaag greater resources, may be willing to
pay more or may have a more compatible operatiiiggaphy. In addition, the number of entities ahd &mount of funds competing for
suitable investment properties may increase. Tdnspztition will result in increased demand for thassets and therefore increased prices
for them. Because of an increased interest in sipgbperty acquisitions among tax-motivated indirdpurchasers, we may pay higher prices
if we purchase single properties in comparison irtfolio acquisitions. If we pay higher prices &elf-storage properties or other assets, our
profitability will be reduced.

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

A key component of our growth strategyxplering new asset development and redevelopmeaurtynities through strategic joint
ventures. To the extent that we engage in theselalgment and redevelopment activities, they wilsbbject to the following risks normally
associated with these projects:

. we may be unable to obtain financing for thesequtsjon favorable terms or at

. we may not complete development projects on scleestulvithin budgeted amoun

. we may encounter delays or refusals in obtainihgesdessary zoning, land use, building, occupamnclaher required
governmental permits and authorizations; and

. occupancy rates and rents at newly developed evedoped properties may fluctuate depending onnabxen of factors

including market and economic conditions, and negylt in our investment not being profitable.

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

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

We rely to a large extent on the investm@fitour joint venture partners for funding our elepment and redevelopment projects. If our
reputation in the self-storage industry changed@mnumber of investors considering us an attratvategic partner is otherwise reduced, our
ability to develop or redevelop properties couldaffected, which would limit our growth.

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

Our ability to expand through acquisitiaagntegral to our business strategy and requiset® identify suitable acquisition candidates or
investment opportunities that meet our criteria arel




compatible with our growth strategy. We may noshecessful in identifying suitable properties drestassets that meet our acquisition crit
or in consummating acquisitions or investmentsatisfactory terms or at all. Failure to identifyamsummate acquisitions will slow our
growth, which could in turn adversely affect ourcit price.

Our ability to acquire properties on favaeaterms and successfully integrate and operata tihhay be constrained by the following
significant risks:

. competition from local investors and other reahtssinvestors with significant capital, includintper publiclytraded REITs an

institutional investment funds;

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

satisfactory completion of due diligence investigias and other customary closing conditions;

failure to finance an acquisition on favorable teron at all;

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

and

. we may acquire properties subject to liabilitieshoit any recourse, or with only limited recouns@h respect to unknown
liabilities such as liabilities for clean-up of usdosed environmental contamination, claims byspes dealing with the former
owners of the properties and claims for indemniftcaby general partners, directors, officers atitks indemnified by the
former owners of the properties.

In addition, strategic decisions by us sas acquisitions, may adversely affect the prfc@io common stock.
We may not be successful in integrating and operatg acquired properties.

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

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

We have 1,628 field personnel as of Felyr@8; 2006 in the management and operation of mpegties. The general professionalism of
our site managers and staff are contributing fadimm site's ability to successfully secure resntdle also rely upon our field personnel to
maintain clean and secure self-storage propetfiese are unable to successfully recruit, train agtghin qualified field personnel, the quality of
service we strive to provide at our properties ddi¢ adversely affected which could lead to deeascupancy levels and reduced operating
performance.

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

We rely on STORE to support all aspectswfbusiness operations and to help us implememtdeyelopment and acquisition
opportunities and strategies. If other self-storegmpanies obtain a license to use STORE, or empldgvelop a technology similar to
STORE, their ability to compete with us could baamced.




Uninsured losses or losses in excess of our insucancoverage could adversely affect our financial odition and our cash flow.

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

Increases in taxes and regulatory compliance costsay reduce our income.

Costs resulting from changes in real estatéaws generally are not passed through to tsrdirectly and will affect us. Increases in
income, property or other taxes generally are msspd through to tenants under leases and mayereduaet income, FFO, cash flow,
financial condition, ability to pay or refinanceralebt obligations, ability to make distributiomsstockholders, and the trading price of our
common stock. Similarly, changes in laws increasirgpotential liability for environmental conditis existing on properties or increasing the
restrictions on discharges or other conditions neaylt in significant unanticipated expenditurekjal could similarly adversely affect our
business and results of operations.

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

We do not always obtained third-party ajgaia of the properties in connection with our asijjions of properties and the consideration
being paid by us in exchange for those propertiag exceed the value as determined by third-panyaagals. In such cases, the terms of any
agreements and the valuation methods used to datethe value of the properties were determinedurysenior management team.

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

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

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

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

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

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

Our operating results are dependent upomlbility to maximize occupancy levels and renédés in our self-storage properties. Adverse
economic or other conditions in the markets in Wwhie operate may lower our occupancy levels ani tor ability to increase rents or
require us to offer rental discounts. If our prdigerfail to generate revenues sufficient to megtaash requirements, including operating and
other expenses, debt service and capital experdijtour net income, funds from operations ("FF@&sh flow, financial condition, ability to
make distributions to stockholders and common staaking price could be adversely affected. Thiofoing factors, among others, may
adversely affect the operating performance of saperties:

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

. periods of economic slowdown or recession, risimigriest rates or declining demand for-storage or the public perception t
any of these events may occur could result in igémlecline in rental rates or an increase inrtedafaults;

. local or regional real estate market conditionhsasthe oversupply of self-storage or a redudgtiatemand for self-storage in a
particular area;

. perceptions by prospective users of our self-seopgperties of the safety, convenience and aittess of our properties and

the neighborhoods in which they are located;

increased operating costs, including need for ahpitprovements, insurance premiums, real e

taxes and utilities

changes in supply of or demand for similar or cotimgeproperties in an area;

the impact of environmental protection laws;

earthquakes, hurricanes and other natural disagtersrist acts, civil disturbances or acts of waich may result in uninsured
or underinsured losses; and

. changes in tax, real estate and zoning

Risks Related to Our Organization and Structure

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

Our success depends, to a significant gxtenthe continued services of our Chairman aniéf@xecutive Officer and the other members
of our executive management team. Our executive




management team has substantial experience irlstgrage industry. In addition, our ability to conté to develop properties depends or
significant relationships our executive managentesin has developed with our institutional joint tuea partners such as affiliates of
Prudential Financial, Inc. There is no guarante¢ éimy of them will remain employed by us. We domaintain key person life insurance on
any of our officers. The loss of services of onenmre members of our executive management tearigydarly our Chairman and Chief
Executive Officer, could harm our business andprospects.

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

We may change our investment and finanstrategies and enter into new lines of businedsowitstockholder consent, which may
subject us to different risks. We may change ovestment and financing strategies and enter intolimes of business at any time without the
consent of our stockholders, which could resutiin making investments and engaging in busines$gtées that are different from, and
possibly riskier than, the investments and busieesdgscribed in this document. A change in oursitment strategy or our entry into new lines
of business may increase our exposure to othes askeal estate market fluctuations.

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

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

Tax indemnification obligations may require the opeating partnership to maintain certain debt levels.

In connection with the formation transactipwe agreed to make available to each of KenetWoolley, our Chairman and Chief
Executive Officer, Richard S. Tanner, our Seniccé/President, Development, and other third partiesfollowing tax protections: for nine
years, with a thre-year extension if the applicable party continweswn at least 50% of the OP units received by thie formation
transactions at the expiration of the initial nirear period, the opportunity to (1) guarantee @del§2) enter into a special loss allocation and
deficit restoration obligation, in an aggregate antowith respect to the foregoing contributorsabfeast equal to $60.0 million. We agreed to
these provisions in order to assist these contriiguih preserving their tax position after theintdutions. These obligations may require us to
maintain certain indebtedness than we would natretise require for our business.

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

As of December 31, 2005, we held interes854 properties through joint ventures. All oédle arrangements could be adversely affected
by our lack of sole decision-making authority, oeliance on co-venturers' financial conditions digputes between us and our co-venturers.
We expect to continue our joint venture strategyebtering into more joint ventures for the purpotdeveloping new self-storage properties
and acquiring existing properties. In such evertwould not be in a position to exercise sole decisnaking authority regarding the property,
partnership, joint venture or other entity. Theigien-making authority regarding the propertiesauerently hold through joint ventures is
either vested exclusively with our joint venturetpars, is subject to a majority vote of the joint
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venture partners or equally shared by us and theyenture partners. In addition, investmentsantperships, joint ventures or other entities
may, under certain circumstances, involve riskspnesent were a third party not involved, includihg possibility that partners or eenturer
might become bankrupt or fail to fund their shafreeguired capital contributions. Partners or cotueers may have economic or other
business interests or goals which are inconsistéhtour business interests or goals, and may laepasition to take actions contrary to our
policies or objectives. Such investments may atseehhe potential risk of impasses on decisions) a3 a sale, because neither we nor the
partner or co-venturer would have full control ottee partnership or joint venture. Disputes betwegand partners or co-venturers may result
in litigation or arbitration that would increaser@xpenses and prevent our officers and/or diredtom focusing their time and efforts on our
business. Consequently, actions by or disputespettners or co-venturers might result in subjecproperties owned by the partnership or
joint venture to additional risk. In addition, weaynin certain circumstances be liable for the actiof our thir-party partners or co-venturers,
which could harm our financial condition.

Kenneth M. Woolley, our Chairman and Chief Executive Officer, Spencer F. Kirk, one of our directors, Rchard S. Tanner, Senior Vice
President, Development, Kent W. Christensen, Senidfice President, Chief Financial Officer, and Charés L. Allen, Senior Vice
President, Senior Legal Counsel, members of our sien management team, have outside business intergstvhich could divert their time
and attention away from us, which could harm our bginess.

Kenneth M. Woolley, our Chairman and Chig&cutive Officer, as well as one of our directansl certain other members of our senior
management team, have outside business interésse Dusiness interests include the ownershigelfastorage property located in Pico
Rivera, California, which as of December 31, 20G&\n lease-up, and the ownership of Extra Spaeelbegment LLC. Other than this
property and Extra Space Development, LLC, the neembf our senior management are not currentlygedyan any other self-storage
activities outside the company. In addition, Mr. dlley's employment agreement includes an exceptidris non-competition covenant
pursuant to which he is permitted to devote a portf his time to the management and operatiof@\if Development, LLC, a multi-family
business in which he has a majority ownership.&ltfh Mr. Woolley's employment agreement requires e devote substantially his full
business time and attention to us, this agreemsnpa&rmits him to devote time to his outside besiinterests. These outside business
interests could interfere with his ability to degdiime to our business and affairs and as a resulthusiness could be harmed.

Conflicts of interest could arise as a result of aurelationship with our operating partnership.

Conflicts of interest could arise in théuie as a result of the relationships between dsan affiliates, on the one hand, and our opegj
partnership or any partner thereof, on the other.drectors and officers have duties to our comyparder applicable Maryland law in
connection with their management of our companyth&tsame time, we, through our wholly owned subsjd have fiduciary duties, as a
general partner, to our operating partnership aritle limited partners under Delaware law in cotineovith the management of our operating
partnership. Our duties, through our wholly ownelsidiary, as a general partner to our operatimneeship and its partners may come into
conflict with the duties of our directors and offis to our company. The partnership agreementrobperating partnership does not require us
to resolve such conflicts in favor of either oungmany or the limited partners in our operating qpanship.

Unless otherwise provided for in the rel@vaartnership agreement, Delaware law generatjyires a general partner of a Delaware
limited partnership to adhere to fiduciary dutynstards under which it owes its limited partnershighest duties of good faith, fairness, and
loyalty and which generally prohibit such generaitper from taking any action or engaging in aaysaction as to which it has a conflict of
interest.
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Additionally, the partnership agreementresgly limits our liability by providing that neihwe, our direct wholly owned Massachusetts
business trust subsidiary, as the general parfrteemperating partnership, nor any of our orheistees, directors or officers, will be liable
accountable in damages to our operating partnergtédimited partners or assignees for errorsidginent, mistakes of fact or law or for any
act or omission if we, or such trustee, directoofficer, acted in good faith. In addition, our oging partnership is required to indemnify us,
our affiliates and each of our respective trustefigsers, directors, employees and agents toulest extent permitted by applicable law
against any and all losses, claims, damages,itiabi(whether joint or several), expenses (inalgdiwithout limitation, attorneys' fees and o
legal fees and expenses), judgments, fines, settitsrand other amounts arising from any and alindademands, actions, suits or
proceedings, civil, criminal, administrative or @stigative, that relate to the operations of therafing partnership, provided that our operating
partnership will not indemnify for (1) willful mismduct or a knowing violation of the law, (2) amgrtsaction for which such person received
an improper personal benefit in violation or brea€hny provision of the partnership agreemen{3pin the case of a criminal proceeding, the
person had reasonable cause to believe the antission was unlawful.

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

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

In connection with our IPO, we issued tdaia contributors, which included certain membafrsur senior management, CCSs and/or a
combination of OP units and CCUs. The terms of@Ss and CCUs provide that they will convert into common stock and OP units,
respectively, only if the relevant 14 lease-up prtips identified at the time of the initial pubbffering achieve specified performance
thresholds prior to December 31, 2008. As a resultdirectors and officers who own CCSs and CCldg have an incentive to devote a
disproportionately large amount of their time altértion to these properties in comparison withr@anaining properties, which could harm
our operating results.

We may pursue less vigorous enforcement of terms obntribution and other agreements because of comdts of interest with certain of
our officers.

Kenneth M. Woolley, our Chairman and CligeEcutive Officer, Spencer F. Kirk, who serves imsador, Kent W. Christensen, Senior
Vice President, Chief Financial Officer, CharlesAllen, Senior Vice President, Senior Legal Counaetl Richard S. Tanner, Senior Vice
President, Development had direct or indirect owhigrinterests in certain properties that were rdomted to our operating partnership in the
formation transactions. Following the completiortio# formation transactions, we, under the agreésiretating to the contribution of such
interests, became entitled to indemnification aachdges in the event of breaches of representaiiomarranties made by the contributors. In
addition, Kenneth M. Woolley's employment agreemeciudes an exception to his noompetition covenant pursuant to which he is peaet
to devote time to the management and operatioRvbfDevelopment, LLC, a multi-family business. Noofethese contribution and non-
competition agreements was negotiated on an aem{gH basis. We may choose not to enforce, orftrenless vigorously, our rights under
these contribution and non-competition agreemeetalse of our desire to maintain our ongoing kalatiips with the individuals party to
these agreements.
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Certain provisions of Maryland law and our organizaional documents, including the stock ownership lint imposed by our charter,
may inhibit market activity in our stock and could prevent or delay a change in control transaction.

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

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

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

Our rights and the rights of our stockholders to t&ke action against our directors and officers are tited.

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

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

Distributions in excess of our current aedumulated earnings and profits and not treatagstas a dividend will not be taxable to a U.S.
stockholder under current U.S. federal income &axto the extent those distributions do not exdbedstockholder's adjusted tax basis in his,
her, or its common stock, but instead will conséta return of capital and will reduce such adgistasis. If distributions
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result in a reduction of a stockholder's adjustasiin such holder's common stock, subsequerd sakich holder's common stock will result
in recognition of an increased capital gain orizeal capital loss due to the reduction in such stdplibasis.

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

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

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

To the extent that the investing public hasegative perception of the self-storage indusitiy value of our common stock may be
negatively impacted, which could result in our coomstock trading below the inherent value of owets

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

Under the ADA, all places of public accormdation are required to meet certain federal requirgs related to access and use by disablec
persons. These requirements became effective i. 8umber of additional U.S. federal, state ay@hl laws may also require modifications
to our properties, or restrict certain further remtions of the properties, with respect to accleseeto by disabled persons. Noncompliance with
the ADA could result in the imposition of finesa@m award of damages to private litigants and abedcresult in an order to correct any non-
complying feature, which could result in substdrtapital expenditures. We have not conducted alit au investigation of all of our properti
to determine our compliance and we cannot preldeuttimate cost of compliance with the ADA or athegislation. If one or more of our
properties is not in compliance with the ADA or ethegislation, then we would be required to inadditional costs to bring the facility into
compliance. If we incur substantial costs to compith the ADA or other legislation, our financiadrdition, results of operations, cash flow,
per share trading price of our common stock andability to satisfy our debt service obligationslan make distributions to our stockholders
could be adversely affected.

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

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

We may be required to expend funds to cbtefects or to make improvements before a prgmam be sold. We cannot assure you that
we will have funds available to correct those difer
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to make those improvements. In acquiring a prop&réymay agree to transfer restrictions that maltgnestrict us from selling that property
for a period of time or impose other restrictiosisch as a limitation on the amount of debt thatlmaplaced or repaid on that property. These
transfer restrictions would impede our ability &l & property even if we deem it necessary or aymeate.

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

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

Risks Related to Our Debt Financings

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

As of December 31, 2005, we had approximé&66.8 million of outstanding indebtedness. WWpest to incur additional debt in
connection with future acquisitions. We may bornawder our line of credit or borrow new funds to @icg these future properties.
Additionally, we do not anticipate that our inteltpaenerated cash flow will be adequate to repatyexisting indebtedness upon maturity and,
therefore, we expect to repay our indebtednessigiroefinancings and equity and/or debt offerifygther, we may need to borrow funds to
make distributions required to maintain our quedifion as a REIT or to meet our expected distrinsti

If we are required to utilize our line a&dit for purposes other than acquisition activiltys will reduce the amount available for
acquisitions and could slow our growth. Therefongr, level of debt and the limitations imposed orbysur debt agreements could have
significant adverse consequences, including tHeviahg:

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

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

. we may be unable to refinance our indebtednessatrity or the refinancing terms may be less fabl@ahan the terms of o
original indebtedness;

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

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

. after debt service, the amount available for distiibns to our stockholders is reduced,;

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

we may experience increased vulnerability to ecdo@nd industry downturns, reducing our abilityéspond to changir
business and economic conditions;

. we may default on our obligations and the lendemm@rtgagees may foreclose on our properties #atre their loans and
receive an assignment of rents and leases;
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. we may violate restrictive covenants in our loanutoents, which would entitle the lenders to acegéeour debt obligation
and

. our default under any one of our mortgage loank wibs-default or cros-collateralization provisions could result in a def:
on other indebtedness or result in the foreclosofesher properties.

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

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

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

As of December 31, 2005 we had approxim8656.8 million of debt outstanding, of which apgmately $94.2 million, or 10.9% will
be subject to variable interest rates (including.86nillion on which we had a reverse interest satap). This variable rate debt had a weig
average interest rate of approximately 5.7% pewuannncreases in interest rates on this varialiledabt would increase our interest expense,
which could harm our cash flow and our ability typlistributions. For example, if market ratesraérest on this variable rate debt increased
by 100 basis points, the increase in interest esgp@ould decrease future earnings and cash floveppgoximately $1.0 million annually.

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

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

Risks Related to Qualification and Operation as a BIT

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

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

The maximum U.S. federal income tax ratedfsidends paid by domestic corporations to indliil U.S. stockholders is 15% (through
2008). Dividends paid by REITs, however, are gdhenat eligible for the reduced rates. The moreof@able rates applicable to regular
corporate dividends could cause stockholders whdralividuals to perceive investments in REITs ¢éarblatively less attractive than
investments in the stocks of non-REIT corporatitived pay dividends, which could adversely affeet\hlue of the stock of REITSs, including
our common stock.

In addition, the relative attractivenessea#| estate in general may be adversely affegtetidbfavorable tax treatment given to corporate
dividends, which could negatively affect the vatideur properties.

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

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

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

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

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

We operate in a manner that allows us tifyuas a REIT for U.S. federal income tax purmogader the Internal Revenue Code. If we
fail to qualify as a REIT or lose our qualificatias a REIT at any time, we will face serious tamsamuences that would substantially reduce
the funds available for distribution to you for baaf the years involved because:

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

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

. unless we are entitled to relief under applicabd¢usory provisions, we could not elect to be taasdh REIT for four taxabl

years following a year during which we were disdfied.

In addition, if we fail to qualify as a RElwe will not be required to make distributionsstockholders, and all distributions to
stockholders will be subject to tax as regular ocee dividends to the extent of our current armialated earnings and profits. This means
that our U.S. individual stockholders would be e our dividends at capital gains rates, and.b8r. corporate stockholders would be
entitled to the dividends received deduction wibkpect to such dividends, subject, in each casgplicable limitations under the Internal
Revenue Code. As a result of all these factorsfailure to qualify as a REIT also could impair @lility to expand our business and raise
capital, and could adversely affect the value afammmon stock.
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Quialification as a REIT involves the apation of highly technical and complex Internal Rewe Code provisions for which there are
only limited judicial and administrative interprétas. The complexity of these provisions and &f éipplicable Treasury regulations that have
been promulgated under the Internal Revenue Cogieéder in the case of a REIT that, like us, hiklassets through a partnership. The
determination of various factual matters and cirstamces not entirely within our control may affeat ability to qualify as a REIT. In order to
qualify as a REIT, we must satisfy a number of mequents, including requirements regarding the casitfpn of our assets and sources of our
gross income. Our ability to satisfy the assestdspends upon our analysis of the fair marketevafiour assets, some of which are not
susceptible to precise determination, and for wiehwill not obtain any independent appraisals oAlse must make distributions to
stockholders aggregating annually at least 90%u.ohet taxable income, excluding capital gainsaddition, legislation, new regulations,
administrative interpretations or court decisioresyradversely affect our investors, our ability talify as a REIT for U.S. federal income tax
purposes or the desirability of an investment REAT relative to other investments.

We will pay some taxes.

Even though we qualify as a REIT for U&ldral income tax purposes, we will be requiregay some U.S. federal, state and local taxes
on our income and property. Extra Space Managerientmanages self-storage properties for our joémture properties and properties
owned by third parties. We, jointly with Extra Spadanagement, Inc., elected to treat Extra Spaasaljlament, Inc. as a "taxable REIT
subsidiary" of our Company for U.S. federal incotae purposes. A taxable REIT subsidiary is a ftalyable corporation, and may be limited
in its ability to deduct interest payments madagoln addition, we will be subject to a 100% pgntdx on certain amounts if the economic
arrangements among our tenants, our taxable REJidiary and us are not comparable to similar @@arents among unrelated parties or if
we receive payments for inventory or property Heldsale to customers in the ordinary course ofrtass. To the extent that we are or our
taxable REIT subsidiary is required to pay U.Sefat] state or local taxes, we will have less @satilable for distribution to stockholders.

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

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

Iltem 1B. Unresolved Staff Comments

None.

Iltem 2. Properties

As of December 31, 2005, we owned or hadayship interests in 546 self-storage propertieatkd in 34 states, including Washington
D.C. Of these properties, 192 are wholly-owned 354l are held in joint ventures. In addition, we aged an additional 85 properties for
franchisees or third parties. The properties owaratioperated before the Storage USA acquisitiorabpender the trade-marked Extra Space
Storage brand name. We are currently implementirgglanding program that will convert all of thim&ge USA properties to the Extra
Space Storage brand. As of December 31, 2005 wedwnhad ownership interest in approximately 3fiani square feet of space configured
in approximately 370,000 separate storage unitpréypmately 70% of our properties are clusterediatbthe larger population centers, suc
Baltimore/Washington D.C., Boston, Chicago, Dallass Vegas, Los Angeles, Miami, New York City, Gui®, Philadelphia, Phoenix, St.
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Petersburg/Tampa and San Francisco. These madkgtscabove-average population and income dembgrajpnd high barriers to entry for
new self-storage properties. The clustering oftasm®und these population centers enables uslt@eeour operating costs through economies
of scale. The Storage USA acquisition has givethesncreased scale in many core markets as walfasthold in many markets where we
had no previous presence.

We consider a property to be in the legsestage after it has been issued a certificateaipancy, but before it has achieved stabiliza
We also consider a property to be stabilized ohbas achieved either an 80% occupancy rate obdws open for three years. These same
rules have been applied to the recently acquire8/properties.

As of December 31, 2005, greater than 1D{Bnants were leasing storage units at our 19flyvbwned properties, primarily on a
month-to-month basis, providing the flexibility iteccrease rental rates over time as market conditp@nmit. Although leases are short-term in
duration, the typical tenant tends to remain atproperties for an extended period of time. Fopprties that were stabilized as of
December 31, 2005, the median length of stay wpsoapmately 11 months.
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The following table sets forth additionafidrmation regarding the occupancy of the stalilipeoperties on a state-by-state basis as of
December 31, 2005 and 2004. The information asemieinber 31, 2004 is on a pro forma basis as thalligiiie properties owned at
December 31, 2005 were under our control as of Dbee 31, 2004.

Stabilized Property Data Based on Locatior

Company Pro forma Company Pro forma Company Pro forma
Number of Number of Net rentable Net rentable Square foot Square foot
units at units at square feet at square feetat  occupancy %  occupancy %
Number of December 31, December 31, December 31, December 31, December 31, December 31,
Location Properties 2005(1) 2004 2005(2) 2004 2005 2004
Wholly-Owned Properties
Arizona 2 1,32¢ 1,31¢ 136,92( 137,08( 96.7% 92.7%
California 28 18,72 18,77 2,000,26' 2,002,59 86.2% 86.(%
Colorado 5 2,40¢ 2,411 301,58: 301,18: 82.1% 79.€%
Florida 23 il &7 15,29: 1,619,58! 1,596,81! 92.7% 92.1%
Georgia 7 4,015 4,02t 500,70( 499,58. 85.6% 83.(%
lllinois 3 2,144 2,143 196,07 185,93¢ 77.2% 74.8%
Kentucky 3 1,567 1,582 194,34( 194,21! 88.(% 78.2%
Louisiana 2 1,411 1,411 147,90( 147,901 97.4% 85.8%
Maryland 5 4,53¢ 4,54¢ 486,55« 485,72 80.5% 75.2%
Massachusett 23 11,96 11,98t 1,287,96. 1,290,47 81.5% 78.2%
Michigan 2 1,04z 1,04¢ 104,21t 104,21t 73.€% 70.2%
Missouri 3 1,34( 1,33t 159,64 159,67: 75.€% 78.%
Nevade 1 462 463 56,50( 57,10( 95.2% 89.1%
New Hampshire 1 622 62: 72,60( 72,60( 85.1% 86.%
New Jerse) 17 13,89¢ 13,93¢ 1,353,40: 1,357,93 83.4% 87.(%
New York 4 4,44t 4,44+ 256,12¢ 256,32 77.% 82.4%
Ohio 4 2,07C 2,07¢ 260,59( 261,26: 79.1% 78.1%
Oregon 1 764 771 67,53( 67,53( 80.£% 71.€%
Pennsylvani 8 6,054 5,92 617,91: 605,81 76.9% 78.6%
Rhode Islanc 1 72€ 717 75,83¢ 76,11: 89.2% 81.%%
South Carolin: 4 2,082 2,08¢ 246,81¢ 246,96 89.5% 86.%
Tennesse 4 2,701 2,68¢ 314,57- 315,02 87.8% 80.2%
Texas 11 6,447 6,44¢ 724,43: 722,35t 82.6% 80.£%
Utah 3 1,52 1,52( 209,52( 208,85( 88.5% 82.2%
Virginia 2 1,22 1,23( 126,09: 126,02¢ 84.% 84.2%
Washingtor 1 764 76( 67,17¢ 67,17¢ 91.5% 84.%%
Total Wholly-Owned Properties 16€ 109,62¢ 109,55: 11,584,86 11,546,47 84.% 83.t%
. _______§ N B N N |
Properties Held in Joint Ventures
Alabama 4 2,31¢ 2,31¢ 276,27( 276,48 82.5% 81.9%
Arizona 12 7,42¢ 7,41% 725,90: 728,13« 91.% 84.5%
California 70 50,707 50,78¢ 4,972,09: 4,987,711 86.6% 84.(%
Colorado 3 1,90€ 1,914 213,97 214,09 79.5% 76.1%
Connecticu' 9 6,52¢ 6,54( 729,39¢ 729,84 74.4% 73.8%
District of Columbia 1 1,53€ 1,53t 105,59: 105,59: 78.5% 81.5%
Delaware 1 58¢ 58¢ 71,49¢ 71,49t 85.6% 84.1%
Florida 24 20,40: 20,68 1,880,48. 1,878,94! 88.5% 83.5%
Georgia 3 1,91¢ 1,91¢ 227,74¢ 227,74 76.71% 79.4%
lllinois 5 3,32¢ 3,37¢ 350,47 334,62: 70.1% 65.7%
Indiana 9 3,73¢ 3,791 453,73: 448,76¢ 81.2% 82.2%
Kansas 4 1,71 1,717 203,57! 204,18! 79.5% 72.5%
Kentucky 4 2,25¢ 2,257 259,57 259,34! 78.5% 80.4%
Maryland 14 10,93: 11,01¢ 1,056,42. 1,065,781 81.%% 79.%
Massachuset! 18 9,812 9,85¢ 1,078,16' 1,071,71. 79.4% 76.2%
Michigan 10 5,957 5,991 725,84 726,83t 73.8% 77.5%
Missouri 5 2,75¢ 2,76 315,92! 316,72! 79.1% 78.5%
New Hampshire 2 801 801 83,67 83,67¢ 84.8% 86.%
New Jerse) 18 13,42 13,42° 1,326,461 1,327,26 84.2% 83.5%
New Mexico 9 4,47: 4,49¢ 484,73 485,67 86.1% 84.1%
New York 19 20,72: 20,76° 1,487,75 1,497,11 80.2% 75.9%
Nevade 7 4,62¢ 4,64¢ 491,40¢ 492,04: 87.(% 92.7%
Ohio 12 5,58z 5,57¢ 794,51¢ 794,95: 76.2% 78.1%
Oregon 2 1,27¢ 1,26 134,96( 134,98! 87.(% 83.6%
Pennsylvanii 8 5,11¢ 5,12 549,14. 549,40( 80.1% 85.(%
Rhode Islanc 1 611 61z 70,32¢ 70,35( 60.(% 73.(%
Tennesse 24 12,60¢ 12,60¢ 1,530,01- 1,533,13 82.(% 78.6%
Texas 26 17,70¢ 17,60: 1,883,461 1,885,97! 78.2% 77.€%
Utah 1 51¢ 51C 59,40( 59,40( 78.6% 79.6%
Virginia 15 10,35¢ 10,36( 1,081,16. 1,081,59 79.% 80.2%
Washingtor 1 551 551 62,73( 62,73( 92.7% 82.4%
Total Properties Held in Joint Ventures 341 232,19¢ 232,81( 23,686,43 23,706,32 82.4% 80.7%
. _______§ N B N N |
Total Stabilized Properties 50¢ 341,82¢ 342,36 35,271,29 35,252,79 83.2% 81.6%
. _______§ N B N N |
1) Represents unit count as of December 31, 2005 whighdiffer from December 31, 2004 unit count auertit conversions or expansions.

) Represents net rentable square feet as of Dece®ih@005 which may differ from December 31, 2004 emtable square feet due to unit conversionsxpaesions.
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The following table sets forth additionafidrmation regarding the occupancy of our leas@ngperties on a state-by-state basis as of
December 31, 2005 and 2004. The information asemieinber 31, 2004 is on a pro forma basis as thalligiiie properties owned at
December 31, 2005 were under our control as of Dbee 31, 2004.

Lease-up Property Data Based on Locatior

Company Pro forma Company Pro forma Company Pro forma
Company Pro forma Company Pro forma Company Pro forma
Number of Number of Net rentable  Net rentable Square foot Square foot
units at units at square feet at square feetat occupancy % occupancy %
Number of December 31, December 31, December 31, December 31, December 31, December 31,
Location Properties 2005(1) 2004 2005(2) 2004 2005 2004
Wholly-Owned Properties
California 3 1,67z 1,70¢ 193,12 192,97 77.% 68.£%
Connecticu 2 1,36¢ 1,36( 123,46! 123,29( 62.5% 61.(%
Florida 1 38¢ 38¢ 37,98t 38,00¢ 84.5% 69.1%
lllinois 2 1,141 1,13¢ 144,96! 144,51! 65.6% 56.(%
Massachusett 6 3,771 3,73¢ 381,20! 384,25! 69.2% 53.2%
Nevade 1 79€ — 74,42¢ — 76.1% 0.C%
New Jerse) 5 3,98( 4,11¢ 348,49t 346,37¢ 80.7% 72.8%
New York 3 2,522 2,52z 198,04: 198,11( 80.5% 76.(%
Virginia 1 7217 72¢ 75,70( 75,52¢ 70.£% 51.¢%
Total Wholly-Owned Properties 24 16,36 15,69: 1,577,41 1,503,05! 74.2% 64.(%
I I I . . . | ——
Properties Held in Joint Ventures
California 2 1,41¢ 1,41Z 151,84! 151,29! 90.(% 86.(%
lllinois 1 68¢ 682 74,02¢ 71,92¢ 55.5% 56.2%
New Jerse) 3 2,25¢ 2,247 227,48! 227,48! 77.(% 71.€%
New York 3 3,49 3,492 253,94t 254,92. 80.7% 72.1%
Pennsylvani 3 2,46¢ 1,67¢ 228,52: 152,26¢ 69.1% 73.4%
Rhode Islanc 1 87¢ 887 85,02t 85,02¢ 47.1% 9.2%
Total Properties Held in Joint Ventures 13 11,20: 10,39¢ 1,020,85! 942,92: 74.1% 67.5%
I I I . . . | ——
Total Lease-up Properties 37 27,56: 26,09 2,598,26: 2,445,971 74.2% 65.2%
I I I . . . | ——
(1) Represents unit count as of December 31, 2005 whighdiffer from December 31, 2004 unit count @uertit conversions or expansions.
) Represents net rentable square feet as of DeceBlh@005 which may differ from December 31, 2004emrtable square feet due to unit conversionsxpaesions.

Our property portfolio is a made up of diffint types of construction and building configiorad depending on the site and the municip
where it is located. Most often sites are what wesaer "hybrid" facilities, or a mix of both driwg buildings and multi-floor buildings. We
have a number of multi-floor buildings with elevascess only, and a number of facilities featugngund-floor access only.

Our properties are generally situated imvemient, highly visible locations clustered arolangie population bases; however, due to ce
factors, we have a handful of locations outsidettipeMetropolitan Statistical Areas ("MSA's") thaere developed or acquired based on the
market, familiarity with the properties, or as paire. larger portfolio.

In addition to our 192 wholly-owned propestand the 354 properties in which we have an oshi interest, we also manage 85
properties for third parties and franchisees d3esfember 31, 2005 bringing total properties whiehomwn and/or manage to 631. We receive a
management fee equal to approximately 6.0% of gesmnues to manage these joint ventures, thitiegaand franchisees sites.

Item 3. Legal Proceedings

We are involved in various litigation andpeedings in the ordinary course of business. Waat a party to any material litigation or
legal proceedings, or to the best of our knowledgog, threatened litigation or legal proceedingsalrhin the opinion of management
individually or in the aggregate, will have a mékadverse effect on our financial condition asuks of operations.

Item 4. Submission of Matters to a Vote of Secity Holders
There were no matters submitted to a vbteiposecurity holders during the fourth quartedesh December 31, 2005.
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PART Il
Item 5. Market for Registrant's Common Equity and Related Stockholder Matters
Market Information

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

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

Dividends

High Low Declared
Period from August 17, 2004 to September 30, 2 $ 143t $ 12.5C $ 0.111
Quarter Ended December 31, 2( 14.5¢ 12.6( 0.227¢
Quarter Ended March 31, 20 14.3( 12.5¢ 0.227:
Quarter Ended June 30, 20 14.7¢ 12.1¢ 0.227¢
Quarter Ended September 30, 2( 16.71 14.3: 0.227:
Quarter Ended December 31, 2( 15.9( 13.0C 0.227¢

On February 28, 2006, the closing pricewnfcommon stock as reported by the NYSE was $1&0Bebruary 28, 2006, we had 166
holders of record of our common stock.

Holders of shares of common stock areledtib receive distributions when declared by auarld of directors out of any assets legally
available for that purpose. As a REIT, we are neguito distribute at least 90% of our "REIT taxalbleome" is generally equivalent to our net
taxable ordinary income, determined without regarthe deduction for dividends paid, to our stodlbos annually in order to maintain our
REIT qualifications for U.S. federal income tax poses.

Unregistered Sales of Equity Securities and Use Bfoceeds

On June 20, 2005, we completed the safie28f0,000 shares of our common stock, $.01 paeyétu $83,514, which we reported in a
Current Report on Form 8-K filed with the Secustand Exchange Commission on June 24, 2005. Wethegaoceeds for general corporate
purposes, including debt repayment. The shares isguwed pursuant to an exemption from registratioster the Securities Act of 1933, as
amended.
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ltem 6. Selected Financial Data

The following table sets forth the selediedncial data and should be read in conjunctidth ¥he Financial Statements and notes thereto
included in Item 8, "Financial Statements and Seimgntary Data" and Item 7, "Management's DiscusainghAnalysis of Financial Condition
and Results of Operations” in this Form 10-K.

Company Predecesso
Year Ended December 31
2005 2004 2003 2002 2001
Revenues
Property renta $ 120,64( $ 62,65t $ 33,05¢ $ 28,81. $ 19,37«
Fees and other incon 14,08¢ 3,06¢ 2,762 2,745 3,44(
Total revenue 134,72¢ 65,72( 35,81¢ 31,55¢ 22,81«
Expenses
Property operation 45,96: 26,06¢ 14,85¢ 11,64( 8,152
Tenant insurance expen 1,02: — — — —
Unrecovered development/acquisition costs and stippgments 302 73¢ 4,937 1,93¢ 2,227
General and administrati\ 24,08! 12,46 8,291 5,91¢ 6,74¢
Depreciation and amortizatic 31,00t 15,55: 6,80¢ 5,652 3,10¢
Total expense 102,37: 54,82: 34,897 25,14¢ 20,23:
Income before interest, loss on debt extinguishmeninority interests,
equity in earnings of real estate ventures and gaisale of real estate ass 32,35¢ 10,89¢ 91¢ 6,412 2,58:
Interest expens (42,549 (28,49) (18,74¢) (13,892 (12,47%)
Interest incomt 1,62¢ 251 44E 82¢ 184
Loss on debt extinguishmer — (3,529 — — —
Minority interests 434 (739) (2,707 (3,859 (995)
Equity in earnings of real estate ventu 3,17( 1,387 1,46% 971 105
Loss before gain on sale of real estate a (4,96€) (20,21)) (18,61%) (9,547) (9,60))
Gain on sale of real estate as: — 1,74¢ 672 — 4,677
Net loss $ (4,966 $ (18,462 $ (17,946 $ (9,542 $ (4,929
. N __________N N |
Preferred return on Class B, C, and E u — (5,75¢% (5,336€) (4,52%) —
Loss on early redemption of Fidelity minority ir¢st — (1,47¢%) — — —
. N __________N N |
Net loss attributable to common shareholc $ (4,966 $ (25,69¢) $ (23,289 $ (14,067 $ (4,929

Per Common Share:

Distribution(1) $ 091 $ 034 $ — 3 =

Net los—Basic and Diluted(2 $ 0.19 $ (1.6 $ (5.62) $ (3.89)

Weighted average common sh—Basic and Dilutet 35,481,53 15,282,72 4,141,95! 3,665,74.

Balance Sheet Data:

Total asset $ 1,420,19: $ 748,48: $ 383,75. $ 332,290 $ 270,26t
Total notes payable, notes payable to trusts awed Ibf credi 866,78 472,97 273,80¢ 231,02! 178,55:
Minority interest 36,23t 21,45: 22,39( 22,26" 28,55¢
Redeemable units and members' and shareholdeity $ 480,12¢ $ 243,60 $ 21,70 $ 27,51¢ $ 35,46¢
Other Data:

Net cash provided by (used in) operating activi $ 14,77: $ (6,15¢) $ (8,526) $ 1,61 $ (4,460
Net cash used in investing activiti $ (614,83) $ (261,299 $ (59,206 $ (69,249 $ (11,389
Net cash provided by financing activiti $ 604,38° $ 280,03¢ $ 73,017 $ 66,86: $ 21,44:
(1) Based on annual dividend of $.91 per common share

) The basic loss per share does not include the palteffects of the contingent conversion shares@mtingent conversion units, both distributedannection with the initial

public offering, as such securitites would not hpaeticipated in earnings for any of the periodsspnted. These securities will not participateistrithutions until they are
converted, which cannot occur prior to March 310@0
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Iltem 7. Managements Discussion and Analysis ofrfancial Condition and Results of Operations

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

Overview

We are a fully integrated, self-administeaed self-managed real estate investment truEdF, formed to continue the business
commenced in 1977 by our predecessor companiesnpaperate, acquire, develop and redevelop priofiesty managed self-storage
properties. Since 1996, our fully integrated depgient and acquisition teams have completed thelai@went or acquisition of more than 600
self-storage properties.

In July 2005, we, along with joint-ventyrartner Prudential Real Estate Investors ("PREEYuired Storage USA ("SUSA") from GE
Commercial Finance for approximately $2.3 billioncash. The transaction, the largest to date isé¢lestorage industry, made us the second
largest operator of self-storage facilities in tated States with 631 properties owned or managéd states including Washington, D.C. As
of December 31, 2005, 192 of our properties werellytowned, we held joint venture interests in 3Bdperties, and our taxable REIT
subsidiary, Extra Space Management, Inc., operateatiditional 85 properties that are owned by féses or third parties in exchange for a
management fee. The properties that we own or inlwilve hold an ownership interest contain approxétya38 million square feet of rentable
space contained in approximately 370,000 unitscamcently serve a customer base of 275,000 tenants.

The SUSA acquisition gives us a nationatfprm upon which to leverage operational, advieigignd other economic efficiencies. The
acquisition also creates a built-in acquisitiongtiipe through various joint-venture, franchise #mdd-party management partners from which
we can grow in the future. We have also been abtettiin several key executives from the SUSA degdion, as well as the majority of its
field operations team.

To maximize the performance of our progaitive employ a state-of-the-art, proprietary, Wwabed tracking and yield management
technology called STORE. Developed by our managéteam, STORE enables us to analyze, set and adjusi rates in real time across our
portfolio in order to respond to changing markeatditions. As part of the SUSA acquisition, we gaimecess to SUSA's industry leading
revenue management team ("RevMan"), which manage&AS rental rate and discount strategies. We belieat the combination of
STORE's yield management capabilities and the syatte processes developed by RevMan will allowousiore proactively manage revenue
in the future.

We derive substantially all of our revenéresn rents received from tenants under existimgés on each of our self-storage properties ant
from management fees on the properties we manageirfiv-venture partners, franchisees and unafétiathird parties. This management fee is
equal to approximately 6% of total revenues geeedrhy the managed properties.

We operate in competitive markets, ofteresghconsumers have multiple self-storage propefries which to choose. Competition has
impacted, and will continue to impact our propesgsgults. We experience minor seasonal fluctuatioecupancy levels, with occupancy
levels generally higher in the summer months duedeeased moving activity. Our operating resuhisrefore, depend materially on our abi
to lease available self-storage space, to activelgage unit rental rates, and
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on the ability of our tenants to make requiredakpayments. We believe that we are able to respaickly and effectively to changes in loc
regional and national economic conditions by adjgstental rates through the use of STORE, theaijper management software employed at
the properties and through the use of the processlaped by RevMan.

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

. Maximize Cash Flow at Our Properti— We seek to maximize revenue-generating opportanitjeresponding to changing local
market conditions through interactive yield managetiof the rental rates at our properties.

. Pursue Opportunities to Acquire SeStorage Portfolio— We intend to continue to selectively acquire, fastt or by utilizing Of
units as acquisition currency, privately-held sstirage portfolios and single self-storage assetigh population density areas.

. Strategically Select and Develop S— We plan to continue to expand by selecting and Idpireg new self-storage properties through
joint ventures.

. Continue Our Joint Venture Strategy to Pursue Despment Opportunities and Enhance Retu— We plan to grow by continuing
our development activities in conjunction with goint venture partners thus mitigating the risksmally associated with early-stage
development and lease-up activities. Where appatgrive plan to also seek to acquire propertiesaapital-efficient manner in
conjunction with our joint venture partners.

During 2005 we acquired 70 wholly-ownedgedies and minority equity interests in 336 addisil properties. We completed the
development of six properties in our core marketdliding two expansions of wholly-owned properti®se of these development properties is
owned by us in a joint venture, and the other tipreperties are owned by Extra Space Developmargntty in which we do not have any
ownership interest, but which is owned by certagmers of senior management. These joint ventudtehard party development properties
provide us with a potential acquisition pipelinglie future. Thirteen properties are scheduleadonpletion in 2006, eight of which will be
owned by us in a joint-venture format.

As of December 31, 2005, we operated 68peities located in 34 states including Washingib®,. Of the 631 properties, 192 are
wholly owned, 354 are held in joint ventures witird parties, and an additional 85 properties avaea by franchisees or third parties and
managed by us in exchange for a management fegproperties are generally situated in convenieghli visible locations clustered around
large population centers such as Baltimore/Wasbim@t.C., Boston, Chicago, Dallas, Las Vegas, Logels, Miami, New York City,
Orlando, Philadelphia, Phoenix, St. Petersburg/Teaamul San Francisco. These areas all enjoy ab@vage/population growth and income
levels and high barriers to entry for new self-atmr properties. The clustering of our assets arthesk population centers, which has
intensified following the SUSA acquisition, enablesto reduce our operating costs through econoofissale. We consider a property to b
the lease-up stage after it has been issued &eadiof occupancy, but before it has achievelikzation. A property is considered to be
stabilized once it has achieved an 80% occuparieyorehas been open for three years.

In the Results of Operations discussionwelve will compare the results of our operatiamsthe year ended December 31, 2005 with
historical results of operations for the Predecegsahe period from January 1, 2004 through Audués 2004 and with our historical results
operations for the period from August 17, 2004 tigto December 31, 2004. Comparisons to any priaogeiare to the historical results of the
operations of the Predecessor.

25




CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our financial statements have been preparadcordance with U.S. generally accepted ac@ogiprinciples. The preparation of these
financial statements requires us to make estinatdsassumptions that affect the reported amouasséts and liabilities at the date of the
financial statements and the reported amount afmees and expenses during the reporting perio&ndmgoing basis, we evaluate our
estimates and assumptions, including those thatdtngur most critical accounting policies. We bageestimates and assumptions on
historical experience and on various other factoss we believe are reasonable under the circurmssai\ctual results may differ from these
estimates. We believe the following are our mosical accounting policies.

CONSOLIDATION: We follow FASB Interpretation No. 46R, "Consolidatiof Variable Interest Entities" ("FIN 46R"), whic
addresses the consolidation of variable interet#ien("VIEs"). Under FIN 46R, arrangements thia aot controlled through voting or
similar rights are accounted for as VIEs. An entiegpis required to consolidate a VIE if it is fi@mary beneficiary of the VIE.

Under FIN 46R, a VIE is created when (i) the equityestment at risk is not sufficient to permit #ity to finance its activities
without additional subordinated financial suppoonfi other parties, or (ii) the entity's equity hellslas a group either: (a) lack direct or
indirect ability to make decisions about the entityough voting or similar rights, (b) are not galied to absorb expected losses of the
entity if they occur, or (c) do not have the rigthtreceive expected residual returns of the eiftityey occur. If an entity is deemed to

a VIE pursuant to FIN 46R, the enterprise thateierded to absorb a majority of the expected lossesceive a majority of expected
residual returns of the VIE is considered the printgeneficiary and must consolidate the VIE.

Based on the provisions of FIN 46R, we have coreduthat under certain circumstances when we (@rento option agreements for
the purchase of land or facilities from an entitygl gay a nommefundable deposit, or (ii) enter into arrangeméntshe formation of joir
ventures, a VIE may be created under conditior(i§ii)or (c) of the previous paragraph. For each ®fi€ated, we have considered
expected losses and residual returns based omdbalplity of future cash flows as outlined in FI8R. If we are determined to be the
primary beneficiary of the VIE, the assets, lidheb and operations of the VIE are consolidateth witr financial statements.

REAL ESTATE ASSETS: Real estate assets are stated at cost, less aatathdepreciation. Direct and allowable internaitso
associated with the development, construction,vation, and improvement of real estate assetsapiatized. Interest, property taxes,
and other costs associated with development indweing the construction period are capitalized.

Expenditures for maintenance and repairs are ctldmexpense as incurred. Major replacements attérbyeents that improve or exte
the life of the asset are capitalized and deprediatver their estimated useful lives. Depreciatiocomputed using the straight-line
method over the estimated useful lives of the il and improvements, which are generally betwteand 39 years.

In connection with our acquisition of propertidse purchase price is allocated to the tangibleiatacigible assets and liabilities
acquired based on their estimated fair values.vEhge of the tangible assets, consisting of larditanldings, are determined as if
vacant, that is, at replacement cost. Intangibdetas which represent the value of existing tenalationships, are recorded at their
estimated fair values. We measure the value oftaedationships based on our historical experienitie turnover in its facilities. We
amortize to expense the tenant relationships on a
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straight-line basis over the average period thahant is expected to utilize the facility (curfgrdstimated to be18 months).

Intangible lease rights represent purchase pricauats allocated to leases on two properties thatatebe classified as ground or
building leases. These rights are amortized to es@ever the life of the lease.

EVALUATION OF ASSET IMPAIRMENT: We evaluate long-lived assets which are held ferfasimpairment when events or
circumstances indicate that there may be an impaitnif such events occur, we compare the carryaige of these longjved assets t
the undiscounted future net operating cash flowgatable to the assets. An impairment loss ismed if the net carrying value of the
asset exceeds the undiscounted future net opersigflows attributable to the asset. The impaitiiess recognized equals the exc
of net carrying value over the related fair valfi¢ghe asset.

When real estate assets are identified by manageamdreld for sale, we discontinue depreciatingadsets and estimate the fair value,
net of selling costs. If the estimated fair valoet of selling costs, of the assets that have kksriified for sale is less than the net
carrying value of the assets, then a valuatiomelie is established. The operations of assetdtresédle or sold during the period are
presented as discontinued operations for all psndsented.

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

Under the equity method, our investment in readtestentures is stated at cost and adjusted fosttanre of net earnings or losses and
reduced by distributions. Equity in earnings ofl estate ventures is generally recognized basemlioownership interest in the earnil
of each of the unconsolidated real estate ventii@sthe purposes of presentation in the statewferdash flows, we follow the "look
through" approach for classification of distributsofrom joint ventures. Under this approach, distiions are reported under operating
cash flow unless the facts and circumstances péaific distribution clearly indicate that it ig@turn of capital (e.g., a liquidating
dividend or distribution of the proceeds from thini venture's sale of assets) in which caserg&p®rted as an investing activity.

Our management assesses whether there are angtordithat the value of our investments in uncadatg#d real estate ventures may
be impaired when events or circumstances inditetethere may be an impairment. An investment aiined if management's estim
of the fair value of the investment is less tharcarrying value. To the extent impairment has ey and it is considered to be other
than temporary, the loss is measured as the erédéss carrying amount of the investment over thie falue of the investment.

DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES:  Statement of Financial Accounting Standards ("SHAS). 133,
"Accounting for Derivative Instruments and Hedgifctivities," as amended and interpreted, estabdisteeounting and reporting
standards for derivative instruments and hedgitigities. The accounting for changes in the failueaof derivatives depends on the
intended use of the derivative and the resultirgigietion. Derivatives used to hedge the exposuchanges in the fair value of an
asset, liability or firm commitment attributabledgarticular risk, are considered fair value hed@eerivatives used to hedge the
exposure to variability in expected future cashvBpor other types of forecasted transactionsgcansidered cash flow hedges.
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For derivatives designated as fair value hedgemaés in the fair value of the derivative and tedded item related to the hedged risk
are recognized in earnings. For derivatives desighas cash flow hedges, the effective portiorhainges in the fair value of the
derivative is initially reported in other comprekere income (loss), outside of earnings and sulmgtyreclassified to earnings when
the hedged transaction affects earnings.

CONVERSION OF OPERATING PARTNERSHIP UNITS: Conversions of Operating Partnership units to comstock, when
converted under the original provisions of the agrent, is accounted for by reclassifying the uryilegl net book value of the units
from minority interest to equity in accordance witmerging Issues Task Force Issue No. 95-7, "Impteation Issues Related to the
Treatment of Minority Interest in Certain Real Eetlnvestment Trusts.”

REVENUE AND EXPENSE RECOGNITION: Rental revenues are recognized as earned basedopmamts that are currently due
from tenants. Leases are generally on month-to-mi@ntns. Prepaid rents are recognized on a strlighbasis over the term of the
lease. Property expenses, including utilities, proptaxes, repairs and maintenance and otheteosanage the facilities are recorded
as incurred.

Management and franchise fee revenue and tenamaimse revenue are recognized when earned. Develdmnd acquisition fee
revenue is recognized ratably as development eosticurred.

REAL ESTATE SALES: We evaluate real estate sales for both sale reogm@ind profit recognition in accordance with grevisions
of SFAS No. 66, "Accounting for Sales of Real Estaln general, sales of real estate and relatefitptosses are recognized when all
consideration has changed hands and risks anddswépwnership have been transferred. Certainstgpeontinuing involvement
preclude sale treatment and related profit recagmibther forms of continuing involvement allow fgale recognition but require
deferral of profit recognition.

INCOME TAXES: We have elected to be treated as a REIT underddsd56 through 860 of the Internal Revenue Cod€86, as
amended (the "Code"). In order to maintain our ifjgation as a REIT, among other things, we arauinegl to distribute at least 90% of
our REIT taxable income to our stockholders andtroegain tests regarding the nature of our incamet assets. As a REIT, we are not
subject to federal income tax with respect to ffation of our income, which meets certain critenal is distributed annually to our
stockholders. We plan to continue to operate sovieaneet the requirements for taxation as a RE@ny of these requirements,
however, are highly technical and complex. If weev® fail to meet these requirements, we woulduigect to federal income tax. We
are subject to certain state and local taxes. Bimvifor such taxes has been included in realeatad other taxes in our consolidated
statement of operations.

We have elected to treat certain of our existing mewly created corporate subsidiaries as taxaBl& Rubsidiaries ("TRS"). In
general, our TRS may perform additional serviceddnants and generally may engage in any redkeestanon-real estate related
business (except for the operation or managememalth care facilities or lodging facilities oetprovision to any person, under a
franchise, license or otherwise, of rights to argnd name under which any lodging facility or hiealare facility is operated). A TRS is
subject to corporate federal income tax.

STOCK-BASED COMPENSATION: As permitted by SFAS No0.123, "Accounting for Std8ksed Compensation," as amended by
SFAS No. 148, "Accounting for Stock Based Compeasat-Transition and Disclosure—an amendment of FAS&ement No. 123,"
we have elected to
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measure and record compensation cost relative pogiee stock option costs in accordance with ActiogrPrinciples Board Opinion
("APB") No. 25, "Accounting for Stock Issued to Eloygees," and related interpretations and make gmod disclosures of net loss and
basic loss per share as if the fair value methogabfing stock options had been applied. Under ABP 25, compensation cost is
recognized for stock options granted to employeesnathe option price is less than the market mfabe underlying common stock
the date of grant.

RESULTS OF OPERATIONS
Comparison of the Year Ended December 31, 2005 the Year Ended December 31, 2004
Overview

Results for the year ended December 315 2@uded the operations of 546 properties (19%ith were consolidated and 354 of which
were in joint ventures accounted for using the yguiethod) compared to the results for the yeaedridecember 31, 2004, which included
operations of 147 properties, seven of which wedsolidated during 2004, (128 of which were cbdated and 19 of which were in joint
ventures accounted for using the equity method3uRefor the year ended December 31, 2004 indliueleesults of six properties in which we
did not own any interest and one where we soldaint venture interest in 2004. These six propeniere consolidated as a result of
guarantees and/or puts for which we were liablee I6ff the six properties were deconsolidated onusti@6, 2004 upon the release of all
guarantees and puts, and the other property wamdelidated on December 31, 2004. Results for petlods also included equity in earnings
of real estate ventures, third-party managemenframghise fees, acquisition fees and developness. f

Revenues

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

Year ended December 31,

2005 2004 $ Change % Change
Property renta $ 120,64( $ 62,65¢ $ 57,98¢ 92.5%
Management and franchise fe 10,65( 1,651 8,99¢ 545.1%
Tenant insuranc 1,88z — 1,88 100.(%
Acquisition and development fe 99z 1,20¢ (20€) (17.9%
Other income 564 213 351 164.8&%
Total revenue $ 134,72¢ $ 65,72( $ 69,00¢ 105.(%

Property Rental— The increase in property rental revenues consis$24,703 associated with the acquisition of 61 kyhowned
properties in conjunction with the SUSA acquisitionJuly 2005, $23,827 associated with other adipis, $6,953 from the buyout of certain
joint venture interests previously accounted fangishe equity method of accounting, and $2,88@fincreases in occupancy at le-up
properties. These increases were offset by a dee@e379 due primarily to the deconsolidatioc@tain properties in 2004.

Management and Franchise Fees-Our taxable REIT subsidiary, Extra Space Managenteat, manages properties owned by our |
ventures and third parties. Management fees gdneegresent 6.0% of cash collected from propexiesed by third parties and
unconsolidated joint ventures. The increase in mament fees is due mainly to new fees associatddtine SUSA acquisition. Through this
acquisition we obtained equity interests in joiahtures which own a total of 336 properties. Waintetd management contracts for these new
joint venture properties, and al
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obtained over 50 new third party and franchise rgar@ent contracts in conjunction with the SUSA asitjoin.

Tenant Insurance—Tenant insurance revenue relates to a new tensuntsince program adopted in 2005. This program veaked in
conjunction with the SUSA acquisition to replaceSHks tenant insurance program.

Acquisition and Development Fees—Fhe decrease in acquisition and development fesnteywas due to the decreased volume of
development relating to joint ventures in 2005 canep to prior years.

Other Income— Other income represents primarily income from treehtals. The increase in other income is assatiaith to the
SUSA acquisition and other acquisitions made in5200

Expenses

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

Year ended December 31,

2005 2004 $ Change % Change

Property operation $ 45,96: $ 26,06¢ $ 19,89: 76.2%
Tenant insuranc 1,882 — 1,882 100.(%
Unrecovered development/acquisition costs and st
payments 30z 73¢ (437) (59.1)%
General and administrati 24,08: 12,46t 11,61¢ 93.2%
Depreciation and amortizatic 31,00¢ 15,55: 15,45 99.4%

Total expense $ 103,23 $ 54,82: $ 48,41: 88.2%

Property Operations— The increase in property operations expense in 2@@5primarily due to increases of $9,045 assatiaith the
SUSA acquisition, $8,852 associated with other @itipns, and $1,873 from the buyout of certaimjoienture interests (previously accounted
for using the equity method of accounting). Themrenalso increases in expenses of $733 at exigtouerties due to increases in utilities,
repairs and maintenance and property taxes, whichpartially offset by the decrease of $606 of priypoperating expenses due to the
deconsolidation of certain properties in 2004. bBgrihe year ended December 31, 2004, we and tlkeéaesor opened five new properties
acquired 44 new properties. During the year endeckhber 31, 2005, we acquired 61 properties inextion with the SUSA acquisition, and
9 properties in other acquisitions.

Tenant Insurance—Tenant insurance expense for 2005 relates to demant insurance program adopted in 2005. Thisrprogvas
started in conjunction with the SUSA acquisitiorréplace SUSA's tenant insurance program.

Unrecovered Development/Acquisition Costs and SuppbPayments—Unrecovered development costs for 2005 decreased wh
compared to 2004 due to lower level of developnaetivity.

General and Administrative— The significant increase in general and adminiseatxpenses during the year ended December 35, 200
was due mainly to the increased costs associatidivd management of the additional propertieshiaae been added through acquisitions
new joint venture arrangements entered into du2b@b. We incurred approximately $1,500 of additlajeneral and administrative expenses
during 2005 relating to the integration of the SUg#Aperties and

30




administrative systems and $601 of amortizatiodedérred compensation expense related to stocksgyran

Depreciation and Amortization— The increase in depreciation and amortization eg@easults from more properties being open during
the year ended December 31, 2005 than were opé@mydhe year ended December 31, 2004 due mairdgdaisitions of new properties. We
acquired 70 properties during 2005, 61 of whichensrquired in connection with the SUSA acquisition.

Other Income and Expenses

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

Year ended December 31,

2005 2004 $ Change % Change

Interest expens $ (42,549 $ (28,49) $ (14,059 49.5%
Interest incomt 1,62¢ 251 1,37¢ 547.4%
Loss on debt extinguishmer — (3,529 3,52¢ (200.0%
Minority interes—Fidelity preferred retur — (3,136 3,13¢ (100.0%
Minority interes—Operating Partnersh 434 118 321 284.1%
Loss allocated to other minority intere — 2,29( (2,290 (100.0%
Equity in earnings of real estate ventu 3,17( 1,38 1,78 128.¢%
Gain on sale of real estate as: — 1,74¢ (1,749 (100.0%

Total other income (expens $ (37,320 $ (29,36() $ (7,960 27.1%

Interest Expense and Loss on Debt Extinguishments—Fhe increase in interest expense for the year ebéedmber 31, 2005 was due
primarily to $4,312 of interest incurred on the neust preferred debt and $7,977 of interest expemsthe mortgage loans on the 61 properties
acquired in connection with the SUSA acquisitioheTemainder of the increase was due mainly torotbe loans obtained in 2005 related to
the SUSA acquisition and other acquisitions. Dutimgyear ended December 31, 2004, there was $pAid3o extinguish debt. There was no
debt extinguishment expense in 2005. Capitalizest@st during the years ended December 31, 2002@0wiwas $459 and $1,213,
respectively. During 2005, we acquired 70 new prioge which increased outstanding debt by $206498f December 31, 2005.

Interest Income—The significant increase in interest income forykar ended December 31, 2005 when compared frithreyear was
mainly the result of the interest earned on the 837 of notes receivable that we acquired in cotimeevith the SUSA acquisition. These nc
receivable were paid down to $12,109 by Decembge23Q5.

Minority interest—Fidelity Preferred Return— Minority interest—Fidelity preferred return was &0 the year ended December 31,
2005 as the Fidelity minority interest was redeet@edtember 9, 2004.

Minority Interest—Operating Partnership— Loss allocated to the Operating Partnership reptes204% of the net loss for the year
ended December 31, 2005. The amount allocatedrority interest was higher than in the prior yeae dnainly to the fact that the Operating
Partnership was in place for a full year in 20GBmpared to only the period subsequent to the IPZD04.

Loss Allocated to Other Minority Interests— There were no losses allocated to other minortigrasts during the year ended
December 31, 2005 because we redeemed or decatedliall other
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minority interests in operating properties durihg year ended December 31, 2004. The only othewrityrinterest in place as of December
2005 is an interest in a development property whih not yet begun operations.

Equity in Earnings of Real Estate Ventures—The increase in equity in earnings of real estatdgwres is due primarily to our purchase
of new equity interests in joint ventures. As autesf the SUSA acquisition we own joint venturéeirests an additional 336 new properties.

Gain on Sale of Real Estate Assets-Fhe gain on sale of real estate assets was $8darear ended December 31, 2005 as there we
significant gains on the sale of assets during 2008 gain on sale of real estate assets for taegreded December 31, 2004 was due prim
to a gain of $1,920 on the sale of our joint veatinterest in a property in Laguna Hills, Califarmn August 2004.

Comparison of the Year Ended December 31, 2004 the Year Ended December 31, 2003
Overview

Results for the year ended December 314 #tifduded the operations of 147 properties, s@farhich were deconsolidated during 2004
(128 of which were consolidated and 19 of whichenerjoint ventures accounted for using the eguigthod) compared to the results for the
year ended December 31, 2003, which included teeadipns of 94 properties (57 of which were comadkd and 37 of which were in joi
ventures accounted for using the equity methodduRefor the quarter and year ended December@# ihclude the results of six properties
in which we did not own any interest and one wheeesold our joint venture interest in 2004. Thesgoprties were consolidated as a result of
guarantees and/or puts for which we were liablee I6if the six properties were deconsolidated onustid6, 2004 upon the release of all
guarantees and puts, and the other property wamsdelidated on December 31, 2004. Results for pettods also included equity in earnings
of real estate ventures, third-party managemeist fequisition fees and development fees.

Revenues

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

Company Predecessor

Year ended December 31,

2004 2003 $ Change % Change
Property renta $ 62,65¢ $ 33,05¢ $ 29,60: 89.6%
Management and franchise fe 1,651 1,93t (284) (14.0)%
Acquisition and development fe 1,20( 654 54¢ 83.5%
Other income 213 17:¢ 40 23.1%
Total revenue $ 65,72( $ 35,81¢ $ 29,90¢ 83.5%

Property Rental— The increase in property rental revenues consjstietarily of $8,081 from the buyout of the certgdint venture
interests (previously accounted for using the gguiethod of accounting), $16,777 from new acquisiand $4,045 from increases in
occupancy at lease-up properties. During the yeadee December 31, 2004, the Company and the Prestwoapened five new properties,
acquired 44 new properties, and continued to irsEr¢lae occupancy at its other leageproperties. The increase in stabilized propertgnue:
consists primarily of increased rental rates.
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Management and Franchise Fees-Management and franchise fees represented 6.0%sbfaollected from properties owned by third
parties and unconsolidated joint ventures. Theedesz in management fees was due to the Compamgtsage of our joint venture partner's
interest in Extra Space East One, LLC in 2004.

Acquisition and Development Fees—Fhe increase in acquisition fees and developmes feas due to the increased volume of
development relating to joint ventures in 2004. \&ihe Company and the Predecessor purchased gédrpes in 2004, we did not recognize
any acquisition fees as these properties are wioallyed and are consolidated.

Other Income— Other income represented primarily income fromkrrentals.
Expenses

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

Company Predecesso

Year ended December 31

2004 2003 $ Change % Change
Property operation $ 26,06¢ $ 14,85¢ $ 11,20¢ 75.2%
Unrecovered development/acquisition costs and
support paymenti 73¢ 4,937 (4,199 (85.0%
General and administrati\ 12,46¢ 8,291 4,16¢ 50.2%
Depreciation and amortizatic 15,552 6,80¢ 8,74 128.9%
Total expense $ 54,82: $ 34,897 $ 19,92¢ 57.1%

Property Operations— The increase in property operations expense wasapity due to increases of $2,654 from the buydutestain
joint venture interests (previously accounted feing the equity method of accounting), $6,306 froew acquisitions and $2,238 from le-up
properties. During the year ended December 31, 26@4Company and the Predecessor opened five repenpies, acquired 44 new
properties, and continued to increase the occupahity other lease-up properties. Existing legs@roperty expenses increased due to
increases in utilities, office expenses, repai maintenance and property taxes due to reassessrherincrease in stabilized property
expenses consisted primarily of payroll and propexxes.

Unrecovered Development/Acquisition Costs and SuppbPayments— Unrecovered development costs for 2003 includeB82RL,
relating to final performance guarantee paymenthegoint venture partner in Extra Space West Qb€ and Extra Space East One, LLC. In
addition, the decrease was due to approximateB0O$2in costs relating to potential acquisitionsjclihwere written off during the year ended
December 31, 2003.

General and Administrative— The increase in general and administrative expeins2304 compared to 2003 is due to fewer internal
development expenses capitalized in 2004—$1,198, Were capitalized in 2003—$1,797, and to overfaeltdd to prepare for growth, and
our ongoing public company costs. In addition, eeognized $1,205 in compensation expense relateshpboyee unit grants in 2004.

Depreciation and Amortization— The increase in depreciation and amortization eg@easults from more properties being open due to
development and acquisition during 2004, than vopen
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during the year ended December 31, 2003. The Coynguash the Predecessor acquired 44 properties, bougloint venture partners on 22
properties and opened five properties in 2004.

Other Income and Expenses

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

Company Predecesso

Year ended December 31

2004 2003 $ Change % Change
Interest expens $ (28,49) $ (18,746 $ (9,745 52.(%
Interest incomt 251 44k (194) (43.6%
Loss on debt extinguishmer (3,529 — (3,529 (200.0%
Minority interes—Fidelity preferred retur (3,13¢) (4,1372) 99¢ (24.)%
Minority interes—Operating Partnersh 113 — 113 100.(%
Loss allocated to other minority intere 2,29( 1,431 85¢ 60.(%
Equity in earnings of real estate ventu 1,387 1,46 (78) (5.9%
Gain on sale of real estate as: 1,74¢ 672 1,07 160.2%
Total other income (expens $ (29,360 $ (18,865 $ (10,499 55.€%

I .| L]

Interest Expense and Loss on Debt Extinguishments—Fhe increase in interest expense and loss on débhgeishments was due
primarily to additional debt and interest relatboghew properties entering the leagestage being expensed rather than capitalizésr €st wa
capitalized during the development phase) and 83&g paid to extinguish debt. Capitalized inteduring the years ended December 31,
2004 and 2003 was $1,213 and $2,593, respectiveddition, during 2004, the Company and the Rresigor acquired 44 new properties and
bought out joint venture partners on 22 propertidsch increased its average outstanding debt.

Minority Interest—Fidelity Preferred Return— The decrease in minority interest—Fidelity prefdrreturn for the year ended
December 31, 2004 compared to the year ended Dexe3th2003 was due to the redemption of the Ridalinority interest on August 17,

2004.

Minority Interest Operating Partnership— Loss allocated to the Operating Partnership reptes05% of the net loss subsequent to
the IPO and totaled $113 for the year ended DeceB8ihe2004.

Loss Allocated to Other Minority Interests— The increase in loss allocated to other minoritgriests in 2004 compared to 2003 was
primarily due to additional losses on lease-up progs allocated to Extra Space Development ("E$®D2004 under the joint venture
operating agreements.

Equity in Earnings of Real Estate Ventures—Equity in earnings of real estate ventures decteas2004 primarily due to the
Predecessor purchasing its joint venture partiv@egest in 18 self-storage facilities held by Bx8pace Storage East One, LLC and these
facilities being subsequently consolidated, offseincreased profitability of Extra Space West QreC.

Gain on Sale of Real Estate Assets-Fhe increase in gain on sale of real estate agsetslue primarily to a gain of $1,920 on the sél
our joint venture interest in a property in Lagutifis, California in August 2004.
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FUNDS FROM OPERATIONS

FFO provides relevant and meaningful infation about our operating performance that is resrgsalong with net loss and cash flows,
for an understanding of our operating results. F-@efined by the National Association of Real Estavestment Trusts, Inc. ("NAREIT") as
net income (loss) computed in accordance with attog principles generally accepted in the Unit¢at&s ("GAAP"), excluding gains or
losses on sales of properties, plus depreciatidraamortization and after adjustments to record nsctidated partnerships and joint ventures
on the same basis. We believe that to further wtaed our performance, FFO should be considerenyaldth the reported net loss and cash
flows in accordance with GAAP, as presented incitresolidated financial statements.

The computation of FFO may not be compar&blFFO reported by other REITSs or real estatepaornies that do 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 determinedctoedance with GAAP, and should not be consideseahaalternative to net income (loss) as
an indication of our performance, as an alternativeet cash flow from operating activates as asmesaof our liquidity, or as an indicator of
our ability to make cash distributions. The follogitable sets for the calculation of FFO:

For the Year Ended
December 31, 2005

Net Loss $ (4,96€)
Plus:
Real estate depreciatit 20,10¢
Amortization of intangible: 10,34t
Joint venture real estate deprecial 2,18¢
Less:
Loss allocated to operating partnership minoritgriest (434
Funds from operatior $ 27,23¢

&

Funds from operations per shi 0.7¢

Weighted average number of sha

Common stock (excluding unvested restricted shi 35,481,53
OP units 3,283,05!
Total 38,764,59
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SAME-STORE STABILIZED PROPERTY RESULTS

We consider same-store stabilized portfadioonsist of only those properties owned whollshe beginning and at the end of the
applicable periods presented and that had achistediization as of the first day of such periotieTollowing table sets forth operating data
for the same-store portfolio for our same storeafpo. We consider the following sanstere presentation to be meaningful in regardhet
properties shown below. These results provide médion relating to property-level operating changébout the effects of acquisitions or
completed developments.

Company Predecessor
Quarter Ended
December 31, Year Ended December 31, Year Ended December 31,
Percent Percent Percent
2005 2004 Change 2005 2004 Change 2004 2003 Change
Same-store rental revenue $ 7,19 % 6,857 4.C%3$ 28,01( $ 26,97 3.6%$ 22597 $ 21,86: 3.4%
Same-store operating expens 2,41¢ 2,33( 3.€% 9,57¢ 8,99: 6.5% 7,38t 7,18¢ 2.1%
Non sam-store rental revenut 31,16( 15,252 104.2% 92,63( 35,68: 159.€% 40,05¢ 11,19¢ 257.%
Non sam-store operating expens 12,26+ 6,60( 85.6% 36,38¢ 17,07: 113.1% 18,68: 7,66¢ 143.6%
Total rental revenue 38,35¢ 22,10¢ 73.5% 120,64( 62,65¢ 92.5% 62,65¢ 33,05¢ 89.6%
Total operating expens: 14,67¢ 8,93( 64.4% 45,96 26,06¢ 76.2% 26,06¢ 14,85¢ 75.4%
Properties included in sar-store 38 38 38 38 31 31

Comparison of the Year Ended December 31, 2005 the Year Ended December 31, 2004

Same-Store Rental Revenues. The increase in same-store rental revenueguimarily due to increased rental rates and ouitglbd
maintain occupancy.

Same-Store Operating Expenses. The increase in same-store operating expenasprimarily due to an increase in repairs and
maintenance, snow removal costs and property taxes.

Comparison of the Year Ended December 31, 2004 the Year Ended December 31, 2003

Same-Store Rental Revenues. The increase in same-store rental revenueguimarily due to increased rental rates and ouitglbd
maintain occupancy.

Same-Store Operating Expenses. The increase in same-store operating expenasgrmarily due to an increase in insurance and
property taxes.
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CCS and CCU Property Performance:

As described in our prospectus for our IBfn the achievement of certain levels of net ajrey income with respect to 14 of our pre-
stabilized properties, our CCSs and our operatartnprship's CCUs will convert into additional steof common stock and OP units,
respectively, beginning with the quarter ending 8haB1, 2006. The average occupancy of these 14piep as of December 31, 2005 was
71.1% as compared to 59.1% at December 31, 20@tatite below outlines the performance of the prtigsefor the quarter and year ended
December 31, 2005 and 2004, respectively.

Company Predecesso
Quarter Ended
December 31, Year Ended December 31 Year Ended December 31
Percent Percent Percent
2005 2004 Change 2005 2004 Change 2004 2003 Change
CCS/CCU rental revenur $ 2,38 $ 1,80t 32.(%$ 8,43 $ 6,04: 39.5%% 6,04 $ 3,04: 98.€%
CCS/CCU operating expens 1,36¢ 1,13¢ 20.7% 5,47¢ 4,60¢ 18.€% 4,60¢ 3,097 48.7%
CCS/CCU net operating incon 1,017 671 51.(% 2,95: 1,437 105.% 1,437 (54) 2,761%
Non CCS/CCU rental revenu 35,97: 20,30+ 77.2% 112,20t 56,61: 98.2% 56,61: 30,01: 88.6%
Non CCS/CCU operating expens 13,30¢ 7,79€ 70.7% 40,48« 21,46( 88.7% 21,46( 11,76 82.5%
Total rental revenue 38,35¢ 22,10¢ 73.5% 120,64( 62,65¢ 92.5% 62,65¢ 33,05¢ 89.6%
Total operating expens: 14,67¢ 8,93( 64.4% 45,96: 26,06¢ 76.2% 26,06¢ 14,85¢ 75.4%

The increase in CCS/CCU rental revenuespsiazarily due to increased occupancy. The incréa€aCS/CCU operating expenses was
primarily due to an increase in property taxes i@pairs and maintenance.

CASH FLOWS
Comparison of the Year Ended December 31, 2005 the Year Ended December 31, 2004

Cash flows provided by (used in) operatitjvities were $14,771 and ($6,158) for the yesmded December 31, 2005 and 2004,
respectively. The increase in cash provided byatpey activities was due to the addition of newbsized properties through the SUSA
acquisition and other acquisitions. There have & lower cash funding requirements relatingutdl@ase-up properties as occupancy has
increased.

Cash used in investing activities was ($824) and ($261,298) for the years ended Decembe2®5 and 2004, respectively. The
increase in 2005 is primarily the result of the $832 of cash paid in the acquisition of StoragéUhis increase was offset by the fact that
we acquired fewer other properties and had feweeldpment projects during 2005 compared to 2004 al§fe received payments of $26,783
related to the notes receivable acquired in conjonavith the SUSA transaction during 2005.

Cash provided by financing activities w&94,387 and $280,039 for the years ended Decenih@0B85 and 2004, respectively. The 2
financing activities consisted primarily of net peeds from share issuances of $271,537, additimradwings of $808,936, including
borrowings to fund the SUSA acquisition, offsetthg repayment of $431,255 of line of credit ancesgiayable. The 2004 financial activities
consisted primarily of net proceeds from sharedssas of $264,475, additional borrowings of $418, Iiacluding borrowings to fund the
purchase of 44 stabilized properties and the dpwedmt of existing projects, offset by the repaynafr$325,917 of borrowings.

2005 OPERATIONAL SUMMARY

2005 proved to be both a rewarding andiehging year for us. During the course of the year became the second largest operator of
self-storage in the United States with the acqoisiof SUSA,
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and faced the expected challenges of a complegratieon while attempting to maximize operationalfpemance in a competitive marketpla

The SUSA acquisition took center staged@®and commanded a majority of our efforts thrauglihe year, especially during the second
and third quarters. Our operating results weretpesias revenue levels increased compared to teesein 2004. However, our operational
performance lagged internal expectations durinditBesix months of 2005 due to the resourcesirequo close and integrate the SUSA
acquisition.

Operational performance improved signiftbam the last six months of the year, largely doe¢he impact of the newly acquired SUSA
properties and more aggressive pricing and distogyistrategies instituted by RevMan. Mission cétibusiness processes were completed
shortly after the closing of the transaction, amelhajority of the integration has been complefedda result of completing this integration, we
are hopeful that the recent performance trendaaititinue.

The Florida and California markets were aghour strongest performing markets, both beforkadter the SUSA acquisition. After the
acquisition, our newly strengthened markets of Rhgd.as Vegas and Washington D.C. were also reigedrfor their strong revenue growth.
Metro-Chicago, Michigan, New Jersey, Ohio and Pglvasia were among our weakest performing markets.

Competitive pressure remains a factor téopmance. However, due to the strength of selfagie fundamentals in many markets, the
ability to raise rental rates continues to be envidBespite these increases, many competitorsaatinciing with high levels of rental discounts,
which act as a drag on revenue.

On a same-store basis for our pre-SUSAdggroperties, we experienced increased rentzitgatompared to 2004, while move-out
activity was slightly lower. The SUSA propertiepexrienced increased rental activity compared tat2@Mile move-out activity was slightly
lower.

OUTLOOK

We anticipate continued strength in sétfrage fundamentals due to positive economic ¢iondiin many of our core markets. We beli
that the ability to increase revenues in 2006 ¢enegls achieved in 2005 exists.

We have seen improvement in our recent-gaayear performance with both occupancy and regefbough there can be no assurance
that this trend will continue, we believe that piosi economic conditions, the quality and locatidrour property portfolio and the combination
of technology and RevMan, with its ability to impient real-time pricing and promotions, will provide with the opportunity to grow
revenues in 2006.

We anticipate continued competition fromoglerators, both public and private, in all of tharkets in which we operate. Despite this, we
expect a positive operating environment for selfage operators, particularly for those with weltdted, highly visible, and efficiently
managed self-storage properties. We will contimuerthance operational processes and implementdlegynto maximize our effectiveness as
an operator.

REVENUE OUTLOOK

Increased revenues were seen by many opgiat2005. This was also true for us, as wastilied by positive same-store revenue
growth. The ability for us to leverage RevMan and t@chnology platform gives us a positive reveaugook for 2006. We aim to achieve not
the highest level of occupancy, but the highestagnable level of revenue to increase stockholddwe: This may mean lower occupancy le
when compared on a year-on-year basis. We will sddectively discount
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certain sites and units based on occupancy, av#ifabnd competitive parameters that are contlhrough our point of sale software and
RevMan.

Rental discounts were flat in 2005 on ams-store portfolio compared to 2004 and remairisn@oertant factor for us. Our evolving
system of analyzing different data as it relatesit® performance, competitive variables and opmrat experience will drive site-level and
portfolio performance in the future. The abilitygmactively control discounts also rests uponsiteemanagement team, and we are develc
several initiatives to assist our field personnehis regard.

With the acquisition of SUSA and our inged scale, advertising opportunities that onlywadelf-storage companies currently possess
are now available to us. We will continue to lodlcammunication tools that stretch marketing dslfarther while investigating marketing
channels to better communicate our services tgppive customers. Online marketing and commeszikds are two marketing programs that
will be much more prominent in 2006, especiallycsithe acquisition of SUSA. These programs wereilyeatilized at SUSA, and we believe
that they will have a positive affect on our alyilib maximize revenues over time.

EXPENSE OUTLOOK

Property taxes, utilities and repairs araintenance were the main components of 2005'sdeetkoperating expenses. As we continue to
acquire existing self-storage facilities, tax resssnents will continue to occur. Snow removal veasmain factor behind the increase in repairs
and maintenance and is largely uncontrollable.d¥ati vendor programs have and will continue to besyed which may drive down the cost
of facility maintenance due to increased scale.af¢enot forecasting any major increase in repaigsraaintenance in 2005. We believe that
through continued refinement of insurance andmskagement processes that insurance costs capealseduced.

LIQUIDITY AND CAPITAL RESOURCES

As of December 31, 2005, we had approximé&i28,653 available in cash and cash equival&dtswill be required to distribute at least
90% of our net taxable income, excluding net cag@ins, to our stockholders on an annual basisamtain our qualification as a REIT. We
intend to use this cash to purchase additionalstethge properties in the first quarter of 2006erEfore, it is unlikely that we will have any
substantial cash balances that could be used tboueéquidity needs. Instead, these needs mustdtsfrom cash generated from operations
and external sources of capital.

On September 9, 2004, we, as guarantorpan@®perating Partnership entered into a $100anillevolving line of credit ("Credit
Facility"), which includes a $10 million swinglirsub facility. The Credit Facility is collateralizéy self-storage properties. The Operating
Partnership intends to use the proceeds of theitGradility for general corporate purposes and &itjons. As of December 31, 2005, the
Credit Facility had approximately $76.1 million @failable borrowings based on the assets coll@#ralthe Credit Facility. There was no
principal balance outstanding under the Creditlfaes of December 31, 2005.

On October 4, 2004, we entered into a weverterest rate swap with U.S. Bank National Aggmm, relating to our existing $61,770 fiy
rate mortgage with Wachovia Bank, which is due 2008suant to the swap agreement, we will recexeglfinterest payments of 4.30% and
pay variable interest payments based on the ondmidBOR plus .655% on a notional amount of $61,7M@re were no origination fees or
other up front costs incurred by us in connectidth the swap agreement.

As of December 31, 2005, we had approxim#&@66.8 million of debt, resulting in a debt tial capitalization ratio of 52.1%. As of
December 31, 2005, the ratio of total fixed ratbtdmd other instruments to total debt is 89.1% Weighted average interest rate of the total
of fixed and variable rate debt at December 31528(%.3%.
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We expect to fund our short-term liquidigguirements, including operating expenses, remyicapital expenditures, dividends to
stockholders, distributions to holders of OP uaitsl interest on our outstanding indebtedness ootiiobperating cash flow, cash on hand and
borrowings under our Credit Facility.

Long-Term Liquidity Needs

Our long-term liquidity needs consist priiheof distributions to stockholders, new facililevelopment, property acquisitions, principal
payments under our borrowings and non-recurringt@lagxpenditures. We do not expect that our ojregatash flow will be sufficient to fund
our long term liquidity needs and instead expedutml such needs out of additional borrowings, tj@entures with third parties, and from the
proceeds of public and private offerings of eqaityl debt. We may also use OP Units as currenaynitb dcquisitions from self-storage owners
who desire tax-deferral in their exiting transaetio

OFF-BALANCE SHEET ARRANGEMENTS

Except as disclosed in the notes to owarfiial statements, we do not currently have aratiogiships with unconsolidated entities or
financial partnerships, such as entities oftenrreteto as structured finance or special purpostes, which typically are established for the
purpose of facilitating ofbalance sheet arrangements or other contractualipw or limited purposes. Further, except as died in the note
to our financial statements, we have not guarard@gdbligations of unconsolidated entities nomaohave any commitments or intent to
provide funding to any such entities. Accordingle are not materially exposed to any financingyiigy, market or credit risk that could ari
if we had engaged in these relationships.

CONTRACTUAL OBLIGATIONS

The following table sets forth information payments due by period at December 31, 2005:

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

Operating lease $ 45,50f $ 4,468 $ 883 $ 8,33 $ 23,87
Notes payable, notes payable to trusts and lir
credit

Interest 276,93( 45,56¢ 90,45: 81,85¢ 59,05

Principal 866,78 6,50( 8,07¢ 416,75¢ 435,44
Total contractual obligatior $ 1,189,21i $ 56,53¢ $ 107,36: $ 506,94¢ $ 518,37:

As of December 31, 2005, the weighted ayeiaterest rate for all fixed rate loans was 5.8%¢ the weighted average interest rate on all
variable rate loans was 5.7%.

FINANCING STRATEGY

We will continue to employ leverage in @apital structure in amounts determined from timé&rhe by our board of directors. Although
our board of directors has not adopted a policyciviimits the total amount of indebtedness thatwas incur, we will consider a number of
factors in evaluating our level of indebtednessfitame to time, as well as the amount of such iteiess that will be either fixed or variable
rate. In making financing decisions, our boardicéetors will consider factors including but nanlied to:

the interest rate of the proposed financ
the extent to which the financing impacts flexiyilin managing our properties;
. prepayment penalties and restrictions on refinancin
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the purchase price of properties acquired with éiabnhcing;

long-term objectives with respect to the financing;

target investment returns;

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

overall level of consolidated indebtedne

timing of debt and lease maturities;

provisions that require recourse and cross-coléiretion;

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

the overall ratio of fixed- and variable-rate debt.

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

SEASONALITY

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

RECENT ACCOUNTING PRONOUNCEMENTS

In December 2004, the Financial Accountitgndards Board ("FASB") issued SFAS No. 123 (exVi8004), "Share—Based
Payment," ("SFAS 123(R)") which requires compamdegecognize in the statement of operations thatgtate fair value of stock options and
other equity based compensation issued to emplaydslisallows the use of the intrinsic value mdtbbaccounting for stock options, but
expresses no preference for a type of valuationeinddhis statement supersedes APB No. 25, "Accaogrftir Stock Issued to Employees," but
does not change the accounting guidance for shbased payment transactions with parties othere¢hguloyees provided in SFAS No. 123
originally issued. SFAS 123 (R) is effective for gear beginning January 1, 2006. We intend totis€modified—prospective" method to
report stock compensation upon adoption of SFASRR3I he stock-based compensation expense for B0@& expected to be materially
different than the pro forma expense disclose@@@5 under APB No. 25. We will allocate the expefaseinvested stock options granted p
to January 1, 2006 over the vesting period, urttes®ptions are forfeited.

In June 2005, the Emerging Issues Taskd=OEITF") released Issue No. 04-5, "Determiningaiffer a General Partner, or the General
Partners as a Group, Controls a Limited Partnershiimilar Entity When the Limited Partners Haverain Rights" (EITF 04-05"). EITF 04-
05 creates a framework for evaluating whether a@g#martner or a group of general partners comtrdimited partnership and therefore
should consolidate the partnership. EITF 04-0%st#tat the presumption of general partner comtoaild be overcome only when the limited
partners have certain specific rights as outlimeBITF 04-05. EITF 04-05 is effective immediatety &ll newly formed limited partnerships
and for existing limited partnership agreements #ina modified. For general partners in all otlimited partnerships, EITF 04-05 is effective
no later than the beginning of the first reporting
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period in fiscal years beginning after December2l®5. Currently, this guidance will not materiadiffect our consolidated financial position,
results of operations or statement of cash flows.

Iltem 7A. Quantitative and Qualitative Disclosures About Market Risk

Market Risk

Market risk refers to the risk of loss framiverse changes in market prices and interest r@te future income, cash flows and fair values
of financial instruments are dependent upon priagaiharket interest rates.

Interest Rate Risk

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

As of December 31, 2005, we had $866.8ionilin total debt of which $94.2 million is subjeotvariable interest rates (including the
$61.8 million on which we have the reverse interatt swap). If LIBOR were to increase or decrdns00 basis points, the increase or
decrease in interest expense on the variable edtievebuld increase or decrease future earningsastu flows by approximately $1.0 million
annually.

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

The fair value of fixed rate notes payadote notes payable to trusts at December 31, 208%#80,527. The carrying value of these fi
rate notes payable at December 31, 2005 was $710.2,57
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Iltem 8. Financial Statements and Supplementary &a

EXTRA SPACE STORAGE INC.
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS
AND SCHEDULES

Reports of Independent Registered Public Accourfings

Financial Statements as of December 31, 2005 a@d @0d for the years ended December 31, 2005,
2004 and 200z

Consolidated Balance She

Consolidated Statements of Operati

Consolidated Statements of Redeemable Units andidieshand Stockholders' Equity (Defic
Consolidated Statements of Cash Flc

Notes to Consolidated Financial Stateme

Financial Statement Schedule as of December 35:.
Schedule I—Real Estate and Accumulated Deprecia

All other schedules have been omitted sthegequired information is not present or nospre in amounts sufficient to require
submission of the schedule, or because the infeemagquired is included in the consolidated finahstatements or notes thereto.
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Report of Independent Registered Public Accountingrirm
The Board of Directors and Stockholders of Extrac®pStorage Inc.

We have audited the accompanying cons@itbtlance sheet of Extra Space Storage Inc. dsidsaries (“the Company") as of
December 31, 2005, and the related consolidatéehséats of operations, redeemable units and mehdretstockholders' equity (deficit), a
cash flows for the year ended December 31, 2005 a0udit also included the financial statement saketisted in the Index at Item 8. These
financial statements and schedule are the respghitysds the Company's management. Our responsjbihi to express an opinion on these
financial statements and schedule based on out. audi

We conducted our audit in accordance wWithdtandards of the Public Company Accounting Qger8oard (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenewntelhas evaluating the overall financial
statement presentation. We believe that our auditiges a reasonable basis for our opinion.

In our opinion, the financial statementened to above present fairly, in all materialpests, the consolidated financial position of the
Company at December 31, 2005, and the consolidatedts of their operations and their cash flowslie year ended December 31, 2005, in
conformity with U.S. generally accepted accounfinigciples. Also, in our opinion, the related firéad statement schedule, when considert
relation to the basic consolidated financial stagets taken as a whole, presents fairly, in all ngteespects, the information set forth therein.

We also have audited, in accordance wighstndards of the Public Company Accounting Ogatdoard (United States), the
effectiveness the Company's internal control oirearfcial reporting as of December 31, 2005, basectiteria established in Internal
Control—Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Cagsion and our report dated
March 9, 2006 expressed an unqualified opinioneitwer

/sl Ernst & Young LLP
Salt Lake City, Utah
March 9, 2006
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Shareholders
Extra Space Storage, Inc.

In our opinion, the accompanying consobddbalance sheet as of December 31, 2004 andl@tedeonsolidated statements of
operations, of redeemable units and members' aarélsblders’ equity (deficit) and of cash flows dach of the two years in the period ended
December 31, 2004 present fairly, in all matemgipects, the financial position of Extra Spacedgferdnc. and its subsidiaries (the "Compa
at December 31, 2004 and the results of their dipasaand their cash flows for each of the two gearthe period ended December 31, 2004,
in conformity with accounting principles generadlgcepted in the United States of America. Thesmnfifal statements are the responsibility of
the Company's management. Our responsibility &xpress an opinion on these financial statemerstsdban our audits. We conducted our
audits of these statements in accordance withttmelards of the Public Company Accounting OversRyard (United States). Those stand.
require that we plan and perform the audit to sbteasonable assurance about whether the finestatements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and diss in the financial statements,
assessing the accounting principles used and mignifestimates made by management, and evaluhtngverall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

/sl PricewaterhouseCoopers LLP
Salt Lake City, Utah
March 10, 2005
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Extra Space Storage Inc.

Consolidated Balance Sheets

(Dollars in thousands, except share data)

Assets:

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

Net real estate asse¢
Investments in real estate ventu
Cash and cash equivale
Restricted cas
Receivables from related parties and affiliated estate joint venture
Notes receivabl
Other assets, n

Total asset

Liabilities, Minority Interests, and Stockholders' Equity:
Notes payabl

Notes payable to trus

Line of credit

Accounts payable and accrued expet

Other liabilities

Total liabilities

Minority interest in Operating Partnerst
Other minority interest

Commitments and contingenci

Stockholders' equity

Preferred stock, $0.01 par value, 50,000,000 starém®rized, no shares issued

outstandin¢

Common stock, $0.01 par value, 200,000,000 shartberzed, 51,765,795 and
31,169,950 shares issued and outstanding at Dec&hp2005 and 2004,

respectively

Paic-in capital

Deferred stock compensati
Accumulated defici

Total stockholders' equit

Total liabilities, minority interests, and stocktets' equity

See accompanying notes.
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December 31

2005 2004

$ 1,201,95 $  694,93(
10,71¢ 1,96%
1,212,67 696,89¢
90,89¢ 6,18:
28,65: 24,32¢
18,37: 4,43
23,68: 2,501

12,10¢
33,79¢ 14,14:
$ 142019 $ 74848
| |
$ 747,190 $ 433,97
119,59( —
— 39,00(
13,26 3,44¢
23,78t 7,00z
903,82 483,42
36,01 21,45:

22F
51¢ 312
626,12 347,88:
(2,379 —
(144,13 (104,589
480,12 243,60’
$  1,420,19. $ 748,48
| |




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

Company Predecesso

For the Year Ended December 31

2005 2004 2003
Revenues:
Property renta $ 120,64( $ 62,65¢ $ 33,05¢
Management and franchise fe 10,65( 1,651 1,93¢
Tenant insuranc 1,88 — —
Acquisition and development fe 99z 1,20( 654
Other income 564 213 173
Total revenue 134,72¢ 65,72( 35,81¢
Expenses:
Property operation 45,96 26,06¢ 14,85¢
Tenant insuranc 1,02z — —
Unrecovered development/acquisition costs and stipayments 30z 73¢ 4,931
General and administrati\ 24,08: 12,46¢ 8,297
Depreciation and amortizatic 31,00¢ 15,55; 6,80¢
Total expense 102,37: 54,82 34,891
Income before interest, loss on debt extinguishmeninority
interests, equity in earnings of real estate vestand gain on sale ¢
real estate asse 32,35¢ 10,89¢ 91¢
Interest expens (42,549 (28,49) (18,74¢
Interest incom 1,62¢ 251 44k
Loss on debt extinguishmer — (3,527 —
Minority interes—Fidelity preferred retur — (3,13¢) (4,1372)
Minority interes—Operating Partnersh 434 11z —
Loss allocated to other minority intere — 2,29( 1,431
Equity in earnings of real estate ventu 3,17( 1,387 1,46t
Loss before gain on sale of real estate ass (4,96€) (20,21)) (18,619
Gain on sale of real estate as: — 1,74¢ 672
Net loss $ (4,966) $ (18,467 $ (17,94¢)
I I I
Preferred return on Class B, C, and E u — (5,75%) (5,336)
Loss on early redemption of Fidelity minority indst — (1,47¢%) —
Net loss attributable to common stockholder: $ (4,96¢) $ (25,69¢) $ (23,287
I I I
Net loss per sha—basic and diluted(1 $ 0.19 $ (1.68) $ (5.62)
I I I
Weighted average number of shi—basic and dilute 35,481,53 15,282,72 4,141,95!
Cash dividends paid per share common stoc $ 091 $ 0.3¢

D) The basic loss per share does not include the patteffects of the CCSs and CCUs as such secsist@ild not have participated in
earnings for any of the periods presented andrdidilative. These securities will not participatedistributions until they are
converted, which cannot occur prior to March 310&0

See accompanying notes.
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Extra Space Storage Inc
Consolidated Statements of Redeemable Units and Md&rs' and Stockholders' Equity (Deficit)

(Dollars in thousands, except unit and share data)

Redeemable Members' and Stockholders' Equity
Units
Note Total Members'
Class A Receivable and
Class C and and from Common Paid-in Deferred Accumulated Stockholders'
E Units B Units  Centershift Stock Capital Compensation Deficit Equity (Deficit)
Predecesso
Balances at December 31, 20( $ 18,54« $ 4537 $ (2,385 $ — % — % — % (34,01) $ 8,972
Member units issued in acquisition of a real eséatet: C
units (1,021,024 units) and A units (900,905 ur 1,021 18C — — — — — 18C
Advances to Centersh — — (1,799 — — — — (1,799
Accrued interest on advances to Center: — — (310 — — — — (310)
Member contributions: C units (6,867,514 units)mits
(16,218,769 units) and B units (6,505,986 ur 6,86¢ 9,847 — — — — — 9,847
Redemption of units: C units (324,585 units), Atsini
(100,263) and B units (1,870,94 (325  (1,90) — — — — — (1,907)
Return paid on Class C and Class E u — — — — — — (1,457 (1,457
Net loss — — — — — — (17,94¢) (17,94¢)
Balances at December 31, 20( 26,10¢ 53,50( (4,497) — — — (53,419 (4,407
Member units issued in acquisition of real estatets: C
units (2,467,715 units), A units (1,593,665 un#sjl B
units (241,513 units 2,46¢ 72C — — — — — 72C
Member units issued in exchange for receivablesni®
(944,370 units) and A units (6,666,667 un 944 2,00( — — — — — 2,00(
Members units issued to repay notes and relategl par
payables: C units (1,466,250 units) and A unit2(860
units) 1,46¢€ 25¢ — — — — — 25¢
Member units granted to employees: A units (4,038,8
units) — 1,20t — — — — — 1,20¢
Member contributions: C untis (14,985,500 units)ymits
(10,015,000 units) and B units (1,700,000 ur 14,98¢ 4,70t — — — — — 4,70¢
Redemption of units: C units (20,835 units) andnsu
(222,500 units (21) (229) — — — — — (223
Redempion of units in exchange for note payablanis
(3,000,000 units) and B units (1,141,064 ur — (3,700 — — — — — (3,700
Redempion of units in exchange for land: C uni&5(896
units) (84¢€) — — — — — — —
Distribution of equity ownership in Extra Space
Developmen — — — — — — (9,000 (9,000
Distribution of note receivable from Centersl — — 4,49 — — — (4,497 —
Return earned on Class B, C and E u — — — — — — (7,187) (7,187)
Net loss — — — — — — (17,18 (17,18))
Balances at August 16, 200 45,10t 58,46¢ — — — — (91,269 (32,809
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Extra Space Storage Inc
Consolidated Statements of Redeemable Units and Md&rs' and Stockholders' Equity (Deficit)

(Dollars in thousands, except unit and share data)

Redeemable Members' and Stockholders' Equity
Units
Note Total Members'
Class A Receivable and
Class C and and from Common Paid-in Deferred Accumulated Stockholders'
E Units B Units  Centershift Stock Capital Compensation Deficit Equity (Deficit)
Company
Issuance of common stock (7,939,950 shares) andsCC
(3,888,843 shares) in exchange for units: C units
(25,832,407), E units (14,900,000), A units (77,Z475)
and B units (34,339,370 unit (40,73 (43,959 — 80 84,60¢ — — 40,73:
Redemption of units: C units (4,372,358), A unite,000
units) and B units (14,735,162 uni (4,372) (14,519 — — — — — (14,519
Adjustment to establish minority interest in Opargt
Partnershiy — — — — (8,48)) — — (8,487)
Deconsolidation of Extra Space Development reatest
ventures — — — — 7,51¢ — — 7,51¢
Issuance of common stock in initial public offerimget of
offering costs (23,230,000 shar — — — 23z 264,24 — — 264,47!
Net loss — — — — — — (1,287) (1,287)
Loss on early redemption of minority inter—Fidelity — — — — — — (1,479 (1,47¢)
Dividends paid on common stock at $0.34 per s — — — — — — (10,56() (20,560)
Balances at December 31, 20( — — — 31z 347,88 — (104,587) 243,60°
Issuance of common stock, net of offering costs
(20,000,000 share — — — 20C 271,33 — — 271,53
Conversion of operating partnership units for commo
stock (400,000 share — — — 4 3,92 — — 3,927
Issuance of common stock upon the exercise of gtio
(5,845 shares — — — — 7 — — 7
Restricted stock grants (190,000 sha — — — 2 2,97 (2,975 — —
Amortization of deferred stock compensat — — — — — 601 — 601
Net loss — — — — — — (4,966€) (4,96¢€)
Dividends paid on common stock at $0.91 per s — — — — — — (34,585 (34,585
Balances at December 31, 20( $ — 3 — $ — % 51¢ $ 626,12 $ 2,379 $ (144,139 $ 480,12¢

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

Company Predecesso

For the Year Ended December 31

2005 2004 2003
Cash flows from operating activities:
Net loss $ (4,966) $ (18,467 $ (17,94¢)
Adjustments to reconcile net loss to net cash plexviby (used in) operating activiti¢
Depreciation and amortizatic 31,00¢ 15,55: 6,80¢
Amortization of deferred stock compensat 601 — —
Amortization of discount on putable preferred ies in consolidated joint ventu — 1,08¢ 1,311
Minority interes—Fidelity preferred retur — 3,13¢ 4,132
Loss allocated to minority interes (434) (2,407 (1,437)
Member units granted to employe — 1,20t —
Gain on sale of real estate ast — (1,749 (672)
Distributions from real estate ventures in excéssaonings 6,35¢ 493 80z
Accrued interest on advances to Center: — — (310
Changes in operating assets and liabilit
Receivables from related parti (18,697 (2,579 1,06¢
Other asset (1,129 1,33( 927
Accounts payabl 2,30¢ 2,02 (1,312
Payables to related parti — — 174
Other liabilities (280) (5,795 (2,074
Net cash provided by (used in) operating activi 14,77 (6,15¢) (8,52¢6)
Cash flows from investing activities:
Acquisition of real estate assi (79,22)) (245,71)) —
Acquisition of Storage US, (530,977) — —
Investments in trust preferred securil (3,590 — —
Development and construction of real estate a (20,204 (19,48)) (62,637)
Proceeds from sale of real estate as — 7,89¢ 6,241
Investments in real estate ventu (395) (799) (144)
Increase in cash resulting from de-consolidatioreaf estate assets and distribution of equity
ownership in Extra Space Development and othereptigs — 424 42¢
Change in restricted ca (4,110 (5,60¢) (509)
Payments from (advances to) Centershift and Extec& Developmet — 3,56: (1,79¢)
Principal payments received on notes receiv 25,93¢ — —
Purchase of equipment and fixtu (2,279 (1,579 (79¢)
Net cash used in investing activiti (614,839 (261,299 (59,20¢)
See accompanying notes.
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Company Predecesso
For the Year Ended December 31
2005 2004 2003
Cash flows from financing activities:
Proceeds from notes payable, notes payable toanasline of credi 808,93t 418,15 106,32:
Principal payments on notes payable and line afit (431,25 (325,91) (61,619
Deferred financing cos (6,575) (8,399 (420)
Payments on other liabilitie — (15) (119
Net payments to related parties and putable pexfdénterests in consolidated joint ventu — (35,62)) 15,62¢
Member contribution — 19,69: 16,71¢
Return paid on Class B, C and E member t — (7,18)) (1,457
Redemption of unit — (29,129 (2,22¢)
Minority interest investment 22t 8,08¢ 3,04(
Minority interest distribution: — (30) (56€)
Redemption of Operating Partnership units held byonity interest (895) (93%) —
Distributions to Operating Partnership units hejchiinority interest: (3,009) — —
Minority interest redemption by Fideli — (15,55%) —
Preferred return paid to Fideli — (7,029) (2,300
Proceeds from issuance of common shares 271,53 264,47! —

Proceeds from exercise of stock opti 7 — —



Dividends paid on common sto
Net cash provided by financing activiti

Net increase in cash and cash equival
Cash and cash equivalents, beginning of the

Cash and cash equivalents, end of the

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

Supplemental schedule of noncash investing and fineing activities:
Acquisitions:

Real estate asse

Payables to related parti

Notes payabli

Accounts payable and other liabiliti

Minority interest in Operating Partnerst

Member units
Member units issued in exchange for receiva
Member units issued to repay notes and relateg pastables
Redemption of units in exchange for note pay:
Adjustment to establish minority interest in OpargtPartnershi
Redemption of units in exchange for le
Restricted stock grants to employ:
Conversion of Operating Partnership units held layotiry interests for common stor

(34,58%) (10,560 —
604,38 280,03 73,01
4,32¢ 12,58: 5,28t
24,32 11,74¢ 6,461
28,65! 24,32 11,74¢
37,64t 30,61 17,89:
54,76 59,74( 5,25¢
— (21,827 —
(10,260) (18,56%) (2,500
(21,68() (2,139 (1,557)
(22,82) (14,029 =
— (3,189) —
= 2,942 =
— 1,19 —
= 3,70( =
— 8,481 —
= 84€ =
2,97 — —
3,92 = =

See accompanying notes.
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Extra Space Storage Inc.
Notes to Consolidated Financial Statements
December 31, 2005

(Dollars in thousands, except shares and per shadata)
1. DESCRIPTION OF BUSINESS

Business

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

The Company invests in self-storage faesiby acquiring or developing wholly-owned faddlé or by acquiring an equity interest in real
estate entities. At December 31, 2005, the Companydirect and indirect equity interests in 546eye facilities located in 34 states,
including Washington D.C.

The Company operates in two distinct segméh) property management and development; ance(R2al operations. The Company's
property management and development activitiesidtebhcquiring, managing, developing and sellingsterage facilities. The rental
operations activities include rental operationself-storage facilities. No single tenant accodiotsnore than 5% of rental income.

Initial Public Offering

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

In connection with the Offering, the exigtiholders of Class A, Class B, Class C and Cladsiks in the Predecessor exchanged these
units for an aggregate of 7,939,950 shares of camstack, 1,608,437 Operating Partnership ("OP")s413,888,843 contingent conversion
shares ("CCSs"), 200,046 contingent conversiorsy@CUs") and $18,885 in cash. As a result of éixishange, the Predecessor became a
wholly-owned subsidiary of the Operating Partngrsis of December 31, 2005, the Operating Partigista 93.12% subsidiary of the
Company. The transaction did not result in a changlee carrying value of the Predecessor's assetdiabilities because the exchange was
accounted for at historical cost as a transfeiseéts between companies under common control.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The consolidated financial statements idelthe results of operations and financial conditbthe Predecessor for the period from
January 1, 2004 through August 16, 2004 and thegm@ed December 31, 2003 and the results of dpesadnd financial condition of the
Company subsequent to the Offering.

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

The Company follows FASB Interpretation M6R, "Consolidation of Variable Interest Entiti€4*IN 46R"), which addresses the
consolidation of variable interest entities ("VIESUnder FIN 46R, arrangements that are not cdetidhrough voting or similar rights are
accounted for as VIEs. An enterprise is requiredatosolidate a VIE if it is the primary beneficiarf/the VIE.

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

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

Use of Estimates

The preparation of financial statementsdnformity with U.S. generally accepted accounfinigciples requires management to make
estimates and assumptions that affect the repartexiints of assets and liabilities and disclosuireofingent assets and liabilities at the da
the financial statements and the reported amodmsvenues and expenses during the reporting pefictdial results could differ from those
estimates.

Real Estate Assets

Real estate assets are stated at cosgdeamulated depreciation. Direct and allowableriml costs associated with the development,
construction, renovation, and improvement of rethte assets
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are capitalized. Interest, property taxes, andratbsts associated with development incurred duhiBgconstruction period are capitalized.
Capitalized interest during the years ended Dece®ibe2005, 2004 and 2003 was $460, $1,213 an®@32rBspectively.

Expenditures for maintenance and repagsharged to expense as incurred. Major replacenaet betterments that improve or extend
the life of the asset are capitalized and deprediater their estimated useful lives. Depreciatiocomputed using the straight-line method
over the estimated useful lives of the buildingd anprovements, which are generally between 5 &@ngears.

In connection with the Company's acquisitid properties, the purchase price is allocatettiecdangible and intangible assets and
liabilities acquired based on their estimated ¥alues. The value of the tangible assets, congistitand and buildings, are determined as if
vacant, that is, at replacement cost. Intangibdetas which represent the value of existing tenalationships, are recorded at their estimated
fair values. The Company measures the value ohtaeéationships based on the Company's histoeixpérience with turnover in its facilities.
The Company amortizes to expense the tenant netditips on a straight-line basis over the averagegéhat a tenant is expected to utilize the
facility (currently estimated to be18 months).

Intangible lease rights represent purclpgi®e amounts allocated to leases on two propeftegscannot be classified as ground or building
leases. These rights are amortized to expenselowdife of the lease.

Evaluation of Asset Impairment

The Company evaluates loliged assets which are held for use for impairnveimén events or circumstances indicate that thegelbmar
impairment. When such an event occurs, the Compampares the carrying value of these long-live@ss® the undiscounted future net
operating cash flows attributable to the assetsimdpairment loss is recorded if the net carryintueaof the asset exceeds the undiscounted
future net operating cash flows attributable todahset. The impairment loss recognized equalsxitess of net carrying value over the related
fair value of the asset. Management has determmngatoperty was impaired and no impairment chahge® been recognized for the years
ended December 31, 2005, 2004 and 2003.

When real estate assets are identified &yagement as held for sale, the Company discostidereciating the assets and estimates the
fair value, net of selling costs. If the estimated value, net of selling costs, of the assets laze been identified for sale is less than the ne
carrying value of the assets, then a valuatiomalice is established. Management has determinedoperty was held for sale at
December 31, 2005. The operations of assets hekhfe or sold during the period are presentedsasutinued operations for all periods
presented.

Investments in Real Estate Ventures

The Company's investments in real estame y@ntures, where the Company has significahtiérfce, but not control and joint ventures
which are VIEs in which the Company is not the iynbeneficiary are recorded under the equity meetifaaccounting on the accompanying
consolidated financial statements.
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Under the equity method, the Company'sstment in real estate ventures is stated at casadjusted for the Company's share of net
earnings or losses and reduced by distributionsit{£@ earnings of real estate ventures is gefheratognized based on the Company's
ownership interest in the earnings of each of tiheonsolidated real estate ventures. For the puspafggresentation in the statement of cash
flows, the Company follows the "look through" apact for classification of distributions from joiméntures. Under this approach,
distributions are reported under operating cash flaless the facts and circumstances of a spetifitdbution clearly indicate that it is a return
of capital (e.g., a liquidating dividend or distrtion of the proceeds from the joint venture's sdlassets) in which case it is reported as an
investing activity.

Management assesses whether there ar@diogtors that the value of the Company's investmienunconsolidated real estate ventures
may be impaired when events or circumstances itelitat there may be an impairment. An investmgithpaired if management's estimat
the fair value of the investment is less than#sying value. To the extent impairment has ocayramd it is considered to be other than
temporary, the loss is measured as the excesg chtiying amount of the investment over the falue of the investment. No impairment
charges were recognized for the years ended Dece3tb2005, 2004 and 2003.

Cash and Cash Equivalents

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

Restricted Cash

Restricted cash is comprised of escrowedduweposited with financial institutions locatad/arious states relating to earnest money
deposits on potential acquisitions, real estatedaixsurance, capital expenditures and leasditiedi As of December 31, 2005 and 2004, the
Company has debt agreements that require the Cognpdrave unrestricted cash of $1,500 availabkdldimes.

Other Assets

Other assets consist primarily of equipraard fixtures, deferred financing costs, accouetgivable, investment in trusts, prepaid
expenses, and deferred advertising costs. Depigtiaft equipment and fixtures is computed on agitaline basis over three to seven years.
Deferred financing costs are amortized to inteegpense using the effective interest method owetdims of the respective debt agreements.
Deferred direct response advertising costs are t@adrto property operating expenses over a timronth period on a straight-line basis.

Derivative Instruments and Hedging Activities

Statement of Financial Accounting Stand#8&AS") No. 133, "Accounting for Derivative Ingtnents and Hedging Activities," as
amended and interpreted, establishes accountingepodting standards for derivative instruments la@dging activities. The accounting for
changes in the fair value of derivatives dependtherintended use of the derivative and the regytiiesignation. Derivatives used to hedge the
exposure to changes in the fair value of an akabtljity or firm commitment
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attributable to a particular risk, are considera@d ¥alue hedges. Derivatives used to hedge thesexp to variability in expected future cash
flows, or other types of forecasted transactions cansidered cash flow hedges.

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

Fair Value of Financial Instruments

The carrying values of cash and cash etgnts, receivables, other financial instrumentduded in other assets, accounts payable and
accrued expenses, variable rate notes payablethedlabilities reflected in the consolidated eda sheets at December 31, 2005 and 2004
approximate the fair values. The fair value of fixate notes payable and notes payable to truSts@mber 31, 2005 and 2004 was $750,527
and $333,579, respectively. The carrying valuéhese fixed rate notes payable and notes payablesis at December 31, 2005 and 2004 was
$772,570 and $340,669, respectively.

Conversion of Operating Partnership Units

Conversions of Operating Partnership uoitsommon stock, when converted under the originavisions of the agreement, are accou
for by reclassifying the underlying net book vabfehe units from minority interest to equity incacdance with Emerging Issues Task Force
Issue No. 95-7, "Implementation Issues Relateti¢dlireatment of Minority Interest in Certain Reatdfe Investment Trusts."

Revenue and Expense Recognition

Rental revenues are recognized as earrsatihgoon amounts that are currently due from tenapetises are generally on month-to-month
terms. Prepaid rents are recognized on a straigibhsis over the term of the lease. Propertyresge including utilities, property taxes,
repairs and maintenance and other cost to manadedhities are recognized as incurred.

Management and franchise fee revenue arahténsurance revenue are recognized when edbesglopment and acquisition fee reve
is recognized as development costs are incurred.

Real Estate Sales

The Company evaluates real estate saldwtarsale recognition and profit recognition ic@clance with the provisions of SFAS No. 66,
"Accounting for Sales of Real Estate". In genesales of real estate and related profits/losseseamgnized when all consideration has
changed hands and risks and rewards of ownershkiplheen transferred. Certain types of continuinglvement preclude sale treatment and
related profit recognition; other forms of contingiinvolvement allow for sale recognition but reguieferral of profit recognition.

The Predecessor periodically sold propgitiéo real estate joint ventures or identifiedgandies for acquisition by newly formed joint
ventures in which it retained an interest. In canios with
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certain of these transactions, the Predecessooraadignificant unit holder provided certain figégal guarantees to the lender; or to support a
put right on a portion of the joint venture partaénterest that effectively provided for a retomand of their investment. These arrangements
preclude sale accounting under SFAS No. 66 andrditmly, the Predecessor has reflected thesedctings using the financing method set
forth in SFAS No. 66. Under this method, the putgibrtions of these joint ventures partners' istsrare reflected as liabilities; the initial fair
value of the joint venture partners' non-putabgideal interests are reflected as minority inter@sth offsetting discounts attributed to the
liabilities associated with the putable intere$sitable preferred interests in consolidated jogrtures." These discounts are amortized using
the effective interest method over the period uhgl relevant put first becomes exercisable (gdiyeageriod of three to five years depending
on the terms of the individual transaction). Theferred return on the putable interest liabilitiglsis the amortization of the discounts, is
reflected as interest expense in the consolidasgdments of operations. The joint venture partaegsallocated their proportionate share of
profits, except that losses may not be allocatezkagess of the originally ascribed basis. Conctingthn the Offering, the Company redeemed
all putable interest liabilities by purchasing 100%ts partners' interest in these properties.

Advertising Costs

The Company incurs advertising costs prilyattributable to directory, direct mail, intetnand other advertising. Direct response
advertising costs were deferred and amortized perese during the years ending December 31, 2002@0®I The Company recognized
$4,374, $2,950 and $1,902 in advertising expensthéoyears ended December 31, 2005, 2004 and 2&}3:ctively.

Income Taxes

The Company has elected to be treated=s @ under Sections 856 through 860 of the InteRmlenue Code of 1986, as amended (the
"Code"). In order to maintain its qualification @aREIT, among other things, the Company is requivetistribute at least 90% of its REIT
taxable income to its stockholders and meet cetésits regarding the nature of its income and asésta REIT, the Company is not subject to
federal income tax with respect to that portioit®income which meets certain criteria and isritisted annually to the stockholders. The
Company plans to continue to operate so that itsrthe requirements for taxation as a REIT. Manthese requirements, however, are highly
technical and complex. If the Company were totfaineet these requirements, the Company would Iheato federal income tax. The
Company is subject to certain state and local taResvision for such taxes has been included ihegtate and other taxes in the Company's
consolidated statement of operations. For the geded December 31, 2005, 100% (unaudited) of stitidutions to stockholders qualify as a
return of capital.

The Company has elected to treat one @itsting corporate subsidiaries as taxable REbBEliaries ("TRS"). In general, a TRS of the
Company may perform additional services for tenahtte Company and generally may engage in aryegtate or non-real estate related
business (except for the operation or managememalth care facilities or lodging facilities oetprovision to any person, under a franchise,
license or otherwise, of rights to any brand namaeun which any lodging facility or health care fagiis operated). A TRS is subject to
corporate federal income tax.
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The TRS has minimal book and tax income fzasinot recorded tax amounts under SFAS No. K&;dunting for Income Taxes," due
the amounts not being material.

Prior to August 17, 2004, the Company eedb be treated as a partnership for tax purpd$estax effects of the Company's operations
were passed directly to members. Therefore, noigions for income taxes were recorded in the ac@mying consolidated financial
statements for the Predecessor.

Stock-Based Compensation

As permitted by SFAS No0.123, "Accounting 8iock-Based Compensation," as amended by SFA348)."Accounting for Stock Based
Compensation-Transition and Disclosure—an amendofedrASB Statement No. 123," the Company has eletcteneasure and record
compensation cost relative to employee stock optasts in accordance with Accounting Principlesri@dapinion ("APB") No. 25,
"Accounting for Stock Issued to Employees," andted interpretations and make pro forma disclosof@gt loss and basic and diluted loss
per share as if the fair value method of valuirggktoptions had been applied. Under ABP No. 25,mamsation cost is recognized for stock
options granted to employees when the option psitess than the market price of the underlying mmm stock on the date of grant.

For purposes of the pro forma disclosuttess Company applies SFAS No. 123, as amended bys A 148, which requires the
Company to estimate the fair value of the emplsteek options at the grant date using an optiockpgimodel. The Company recorded
deferred stock compensation in stockholders' eaqgjtyal to the market value of the restricted shanethe date of grant and amortizes deferred
stock compensation to expense over the vestinggberi

The following table represents the effethet loss and loss per share as if the Companwgplied the fair value based method and
recognition provisions of SFAS No. 123, as amended:

Company Predecesso

Year ended December 31

2005 2004 2003
Net loss attributable to common stockholders asnted $ (4,966 $ (25,699 $ (23,289
Add: Stocl-based compensation expense included in reportedss

attributable to common stockholde 601 — —
Deduct: Stoc-based compensation expense determined under fag

method for all award (1,260) $ (12¢) $ —
Pro forma net los $ (5,620 $ (25,82) $ (23,287

Loss per common sha
Basic and dilute—as reportet $ (0.19 $ (1.6¢) $ (5.62)
Basic and dilute—pro forma $ (0.1¢) $ (1.69 $ (5.62)

The above pro forma disclosures are no¢searily representative of the effects on repanttdoss for future years.
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Net Loss Per Share

Basic earnings (loss) per common sharerngpeited by dividing the net income (loss) by théght=d average common shares outstan
less unvested restricted stock. Diluted earningssjlper common share measures the performanbe Gfdmpany over the reporting period
while giving effect to all potential common shatkat were dilutive and outstanding during the peribhe denominator includes the number of
additional common shares that would have beenandsig if the potential common shares that wenetig#¢ had been issued and is calculated
using the treasury stock method. Potential comnhanes are securities (such as options, warramsgectible debt, and convertible OP units)
that do not have a current right to participateannings but could do so in the future by virtu¢hafir option or conversion right. In computing
the dilutive effect of convertible securities, thember (i.e. net income or loss) is adjusted tokzaitk any changes in earnings (loss) in the
period associated with the convertible securitye ihmerator also is adjusted for the effects ofathgr non-discretionary changes in income
or loss that would result from the assumed congarsf those potential common shares. In computihgedi earnings (loss) per share, only
potential common shares that are dilutive, thoaéréduce earnings (loss) per share, are inclugiede the Company generated a loss for Z
the impact of inclusion of the potential conversadrsecurities into common shares is atilitive and therefore diluted earnings per sharthd
same as basic earnings per share. Excluded frogothputation of diluted common shares outstandieg /3,750 shares of restricted stock
grants, 3,032,398 stock options, and 3,825,787 extitle OP units.

For the periods prior to the Offering, theighted average number of common shares outsimtifudes Class A units as if the Class A
units had been converted to common stock usingnttial public offering conversion ratio of one G&®A unit to 0.08 shares of common stock.
Basic and diluted earnings per share are calculatetividing net the loss attributable to commarckholders by the weighted average shares
outstanding. The net loss attributable to commonkstolders represents the net loss, less the pedfeeturn payable by the Predecessor on
Class B, C and E units, less the loss on earlymgtion of Fidelity minority interest. The loss oarky redemption of Fidelity minority interest
represents additional preferred return paid to Iidior the period between the redemption dat&eptember 9, 2004 and November 25, 2004.
The amount was paid based on the agreement whEréélty was entitled to a preferred return throdpvember 25, 2004, regardless of the
redemption date.

Recently Issued Accounting Standards

In December 2004, the Financial Accountitgndards Board ("FASB") issued SFAS No. 123 (ex/2004), "Share-Based
Payment," ("SFAS 123(R)") which requires compamdesecognize in the statement of operations thetgtate fair value of stock options and
other equity based compensation issued to emplamaslisallows the use of the intrinsic value mdtbhbaccounting for stock options, but
expresses no preference for a type of valuationeinddhis statement supersedes APB No. 25, "Accogritir Stock Issued to Employees,” but
does not change the accounting guidance for stegedopayment transactions with parties other thapiayees provided in SFAS No. 123 as
originally issued. SFAS 123 (R) is effective foetGompany's year beginning January 1, 2006. Thep@oyintends to use the "modified-
prospective” method to report stock compensatianwgmoption of SFAS 123(R). The stock-based congigmmsexpense for 2006 is not
expected to be materially different than the pronfa expense disclosed for 2005 under APB No. 26.Gtimpany will allocate the
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expense for unvested stock options granted pridatmary 1, 2006 over the vesting period, unlesgftions are forfeited.

In June 2005, the Emerging Issues Taskd=0EITF") released Issue No. 04-5, "Determiningafter a General Partner, or the General
Partners as a Group, Controls a Limited Partnershiimilar Entity When the Limited Partners Havertain Rights" (EITF 04-05"). EITF 04-
05 creates a framework for evaluating whether &gdmpartner or a group of general partners cantrdimited partnership and therefore
should consolidate the partnership. EITF 04-0%st#tat the presumption of general partner comtoaild be overcome only when the limited
partners have certain specific rights as outlimeBITF 04-05. EITF 04-05 is effective immediatety &ll newly formed limited partnerships
and for existing limited partnership agreements #ne modified. For general partners in all otlireited partnerships, EITF 04-05 is effective
no later than the beginning of the first reportpegiod in fiscal years beginning after December2l®)5. Currently, this guidance will not
materially affect the Company's consolidated finaingosition, results of operations or statemertash flows.

Reclassifications

Certain amounts in the 2004 and 2003 firrstatements and supporting note disclosures haga reclassified to conform to the current
year presentation, including the reclassificatibmterest income from total revenues to other neseancexpenses. Such reclassification did
not impact previously reported net loss or accutedlaeficit.

3. REAL ESTATE ASSETS

Real estate assets at December 31, 20080#Hare summarized as follows:

2005 2004
Land $ 304,89: $ 179,93.
Buildings and improvemen 929,74! 527,91°
Intangible asse—tenant relationship 22,17« 12,02¢
Intangible lease right 3,40( 3,40(
1,260,21. 723,27"

Less: accumulated depreciation and amortize (58,257) (28,339
Net operating real estate ass 1,201,95! 694,93¢
Real estate under developm 10,71¢ 1,96:
Net real estate asst $ 1,212,670 $ 696,89¢

The Company amortizes to expense intangisdets—tenant relationships on a straight-lineslma®r the average period that a tenant
utilizes the facility (18 months). The Company atizers to expense the intangible lease rights dwetdrm of the lease (5 years). Amortization
related to the tenant relationships and leasesigias $10,345 and $3,404 for 2005 and 2004, respBctThe majority balance of the
unamortized tenant relationships at December 305 20Il be amortized in 2006. The remaining balaatthe unamortized lease rights will be
amortized over the next 12 to 23 years.
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4. BUSINESS ACQUISITION

To expand its business, on July 14, 20@& Qompany, through its subsidiary Extra Spacea§ot LC ("ESS LLC") and the Operating
Partnership, closed the acquisition (the "Transat}iof various entities that collectively compribe Storage USA self-storage business
pursuant to the Purchase and Sale Agreement (thee&fent"”), dated May 5, 2005, between ESS LLCOperating Partnership, Security
Capital Self Storage Incorporated, a Delaware aaitfom, PRISA Self Storage LLC, a Delaware limitidbility company ("PRISA"), PRISA
Self Storage LLC, a Delaware limited liability coanpy ("PRISA 11"), PRISA IlI Self Storage LLC, a Calare limited liability company
("PRISA II"), VRS Self Storage LLC, a Delaware lted liability company ("VRS"), WCOT Self Storag&.C, a Delaware limited liability
company ("WCOT"), and the Prudential Insurance Camypof America, a New Jersey corporation (togettidr its affiliates, "Prudential”).

In connection with the Transaction, the @amy acquired 61 wholly-owned self storage propertacquired Storage USA ("SUSA")
Partnership, L.P.'s equity interest in joint veetuwhich collectively owned 78 properties and assiithe management of 60 franchises and
third party owned properties. In addition, 259 ud self-storage properties were acquired in thedaetion by five separate limited liability
companies owned by five subsidiaries of the Comgaagh, a "Company Sub™) and Prudential. The lighiigbility company agreements
govern the rights and responsibilities of each dimstied liability company. The Company also acedii$37.7 million of notes receivable due
from franchisees.

The total purchase cost for SUSA of apprately $585.7 million consists of the following:

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

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

Tangible asset:

Land $ 86,23¢
Building 342,63:

Intangibles asset
Tenant relationship 9,00¢
Investment in real estate ventu 90,671
Other assets and liabilities, r 57,17¢
Total assets acquire $ 585,73:
|
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Intangible assets—tenant relationshipsaanertized on a straight-line basis over the avepeg®d that the Company's tenants utilized the
facility (18 months).

The following table reflects the resultstlod Company's operations on a pro forma basisths BUSA acquisition had been completed on
January 1, 2004. The pro forma financial informaii® not necessarily indicative of the operatingutes that would have occurred had the
acquisition been consummated on January 1, 2004s itcnecessarily indicative of future operatiegults.

Years ending December 31

2005 2004

Revenue:! $ 176,59. $ 137,80¢
Net loss $ (5,587 $ (25,69¢)
Loss per shar $ (0.1¢) $ (1.6¢)

5. PROPERTY ACQUISITIONS

On December 20, 2005, the Company purchasedelf-storage facility located in Louisvilleeitucky from a franchisee in which the
company had no equity ownership for cash of $3,659.

On March 28, 2005, the Company purchasedself-storage facility located in Green Acres rigla from a third party for cash of $4,702.
On March 8, 2005, the Company purchaseddeli-storage facilities located in Orlando, Fitarifrom a third party for cash of $29,575.
On February 28, 2005, the Company purchasedself-storage facility located in Atlanta, Cgiarfrom a third party for cash of $11,751.

On January 18, 2005, the Company purchasedelf-storage facility located in Avenel, Newséy from a third party for $9,788. The
Company paid cash of $5,564, assumed a note payabie142 and other liabilities of $82.

On January 1, 2005, the Company purchasedelf-storage facility located in Palmdale, @atifa from certain members of the
Company's management team and a director for $6T#& Company paid cash of $3,321, assumed a agtbfe for $3,342 and other
liabilities of $44. The independent members of@manpany's Board of Directors approved this acdaisit

During December 2004, the Company purchésadself-storage facilities located in New Jeraegl Pennsylvania from third parties for
cash of $25,547.

On August 27, 2004, the Company purchagese#-storage properties from Storage Spot PrigseNo. 1, L.P. and Storage Spot
Properties No. 4, L.P. for cash of approximatel$&500. In addition, the seller received an add#ld4,500 based on the operating
performance of the 26 properties in 2005. The $4&id in 2005 represents additional purchase jaicewas reflected within the basis of the
assets acquired and liabilities assumed as théngemt payment was made within the allocation mkas defined by SFAS No. 141, "Business
Combinations."

On August 26, 2004, the Company purchasedself-storage property located in Bronx, New Yfookn a third party for cash of $14,175.
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On August 23, 2004, the Company purchasedaint venture interests held by affiliates a# iloss Group in two joint ventures, which
currently own two self-storage properties. The Camppaid cash of $7,487, assumed debt of $7,384r tiabilities of $363 and issued
1,006,684 OP Units valued at $12,584.

On August 19, 2004, the Company purchasedself-storage property located in Mesa, Arizamal one self-storage property in
Riverside, California from a third party. The Compaaid cash of $4,314 and assumed debt of $4,386.

On August 17, 2004, the Company purchasedaint venture interests held by Equibase Minir#fi@use and its affiliates in seven joint
ventures, which currently own an aggregate of 30sserage properties, for an aggregate of apprexéty $35,800 in cash and 114,928 OP
Units issued by the Operating Partnership valuekl at37.

On June 1, 2004, the Predecessor purclmsedelf-storage facilities from Extra Space Wese LLC, a joint venture in which the
Predecessor was a member. The facilities are lddat€alifornia, Florida and Utah. The Predecegsod cash of $39,264, issued a note for
$12,400 to its joint venture partner and assumbdrdiabilities of $726, for total consideration$$2,390.

On May 4, 2004, the Predecessor purchdmejbint venture partner's interest in Extra Sgaast One LLC. The Predecessor paid cash of
$9,888 and issued a note for $8,400 to its joimtwes partner for total consideration of $18,288.

On April 1, 2004, the Predecessor purchdsegbint venture partner's interest in two sétfrage facilities in Tracy, California for $2,006.
The Predecessor issued 455,069 Class C units vatugtb5 and 267,688 Class A units valued at $80paid cash of $1,471.

On March 31, 2004, the Predecessor purdhaself-storage facility in Marshfield, Massachts&éom members and third parties for
$5,279. The Predecessor issued 724,544 Class €vathited at $725; 241,513 Class B units value@4® $and 568,271 Class A units value
$171. The Predecessor assumed debt of $3,086, listhiéities of $393 and related party payable$662.

During February 2004, the Predecessor st five self-storage facilities located in Mabseetts for cash totaling $34,150. Also in
February 2004, the Predecessor purchased fousteetge facilities located in Maryland, New Jeraag Pennsylvania for cash totaling
$45,100. All nine facilities were purchased fronrdiparties.

In January 2004, the Predecessor purcttasgdint venture partner's interest in a selfagerfacility in Manteca, California for $3,436.
The Predecessor issued 778,102 Class C units vatugtV'8 and 457,706 Class A units valued at $485umed existing debt of $2,453 and
other liabilities of $68 associated with the prapeAlso in January 2004, the Predecessor purchasedfice park from members in Worces
Massachusetts for $2,800. The Predecessor iss@e@®1Class C units valued at $510 and 300,000s@amits valued at $90, assumed
existing debt of $1,246, other liabilities of $58@d related party payables of $365.

The following table reflects the unauditedults of the Company's and the Predecessor'atapes on a pro forma basis as if the SUSA
and property acquisitions referred to in the prewgg@aragraphs had been completed on January 5,8@02004, respectively. The pro forma
financial information is not necessarily indicatioethe operating results that would have occuhad the
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acquisitions been consummated on January 1, 2@04s it necessarily indicative of future operatiegults.

Years ending December 31

2005 2004
Revenue! $ 179,58: $ 166,59!
Net loss $ (5,165 $ (6,25%)
Loss per shar $ 0.15) $ (0.41)

6. INVESTMENTS IN REAL ESTATE VENTURES

Investments in real estate ventures at Deee 31, 2005 and 2004 consist of the following:

Investment balance at
December 31,

Excess Profit Equity
Participation % Ownership % 2005 2004
Extra Space East One LLC ("ESE 40% 5% $ — $ =
Extra Space West One LLC ("ESW 40% 5% 2,07( 2,29¢
Extra Space Northern Properities Six, LLC ("ESNF 35% 10% 1,92¢ 2,13¢
PRISA 17% 2% 13,82 —
PRISA I 17% 2% 11,18: —
PRISA I 20% 5% 4,95¢ —
VRS 20% 5% 4,74( —
WCOT 20% 5% 5,052 —
Storage Portfolio I, LLC ("Teachers 40% 25% 20,34¢ —
Storage Portfolio Bravo Il ("Heitman 45% 20% 15,75 —
Other minority owned properti 1C-50% 1C-50% 11,04 1,74¢

$ 90,89¢ $ 6,182

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

During the first and second quarter 2084,Rredecessor held a minority investment in EXpace East One LLC ("ESE"). The
Predecessor acquired its joint venture partnetésént in ESE on May 4, 2004. Subsequent to theisitign of its partner's joint venture intet
in ESE, the Company has consolidated the propegt@sously owned by ESE.

To the extent that properties were soldferred into these ventures where such transactiohnot qualify for sales treatment, those
properties are reflected as being owned by thedees$or in the consolidated financial statemertts the joint venture partners' interests in
these properties reflected as minority interestsrtable preferred interests in consolidated jeamtures. There were no such transactions for
the years ended December 31, 2005 or 2004.

64




Equity in earnings of real estate ventdioeshe years ended December 31, 2005, 2004, ad8 @insists of the following:

Company Predecesso
2005 2004 2003

Equity in earnings of ES $ — $ 19 $ —
Equity in earnings of ES\ 1,171 93t 787
Equity in earningsof ESNP 13t 3 151
Equity in earnings of PRIS. 26E — —
Equity in earnings of PRISA 21C — —
Equity in earnings of PRISA I 70 — —
Equity in earnings of VR! 79 — —
Equity in earnings of WCO' 68 — —
Equity in earnings of Teache 41% — —
Equity in earnings of Heitma 31¢ — —
Equity in earnings of other minority owned propes 44C 43C 527

$ 317 $ 1381 $ 1,46t

| I

Equity in earnings of Teachers and Heitimatudes the amortization of the Company's excesshase price of approximately $19 mill
of these equity investments over its original haBie excess basis is amortized over 40 years.

Combined, condensed unaudited financiarmftion of ESE, ESW, ESNPS, PRISA, PRISA II, PRIBAVRS, WCOT, Teachers and
Heitman as of December 31, 2005 and 2004 and éoy¢lars ended December 31, 2005, 2004, and 20@8y$o

December 31,

BALANCE SHEETS 2005 2004
Assets:

Net real estate ass¢ $ 1,971,97. $  83,93¢
Other 77,037 7,08¢

$ 2,049,000 $ 91,02¢

I
Liabilities and members' equit

Borrowings $ 434,53¢ $ 52,04
Other liabilities 43,00 1,742
Members' equit 1,571,46: 37,24:

$ 2,049,000 $ 91,02¢
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Years ended December 31,

STATEMENTS OF INCOME 2005 2004 2003
Rents and other incon $ 157,55¢ $ 34,821 $ 22,987
Expense: 99,211 13,11: 17,99:
Net income $ 58,347 $ 21,70¢ $ 4,99¢

Information (unaudited) related to the restiate ventures' debt at December 31, 2005 fersletbelow:

Current Debt
Loan Amount Interest Rate Maturity
ESW—Fixed $ 16,65( 4.5% July 201(
ESNP{—Fixed 34,50( 5.27% June 201
PRISA lll—Fixed 145,00( 4.97% August 201,
VRS—Fixed 52,10( 4.7¢% August 201,
WCOT—Fixed 93,30( 4.7¢% August 201
Heitmar—Fixed 67,40( 4.8% July 200¢
Teacher—Fixed 115,00( 4.62% April 2011
Other 105,26 various various

7. NOTES RECEIVABLE

Notes receivable relate to constructionsades SUSA had offered to certain franchiseespubiberties are now in their operating phase.
The notes are collateralized by the franchised gnt@s and have terms up to five years. Interegtneats are generally due monthly on the
notes during the first two years of the term, vathortization of principal generally commencinglie third year based upon a g&ar schedul
with the balance due at the due date. The loansiteaest based on a spread over the prime inteagsof 0.5% to 1.0%. Typically, advances
represented 70%-90% of the anticipated cost opthgect.

Management periodically assesses histopiagient history, payment status, prevailing ecdn@nd business conditions, specific loan
terms and other relevant factors to determine wérethy notes receivable should be placed on nomalcstatus or otherwise adjusted for
impairment. At December 31, 2005, none of the nrgesivables are considered impaired.
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8. OTHER ASSETS

Other assets at December 31, 2005 and &@0dummarized as follows:

Equipment and fixture

Less: accumulated depreciati
Deferred financing costs, n
Deferred advertising costs, r
Prepaid expenses and escrow dept
Accounts receivable, n
Investments in Trusts (Note 1
Other

9. NOTES PAYABLE

Notes payable at December 31, 2005 and 26®4ummarized as follows:

Mortgage and construction loans with banks bednteyest at fixed rates betwe
4.30% and 7.50%. The loans are collateralized bstgages on real estate assets al
the assignment of rents. Principal and interestrgats are made monthly with all
outstanding principal and interest due between Na&d; 2009 and December 1, 20:

Mortgage and construction loans with banks bedtoaging interest rates (including
loans subject to interest rate swaps) based on RIBAd Prime. Interest rates basec
LIBOR are between LIBOR plus 0.66% (5.05% and 3.@%ecember 31, 2005 an
December 31, 2004, respectively) and LIBOR plu®%7{7.14% and 5.15% at
December 31, 2005 and December 31, 2004, resplgtilerest rates based on
Prime are at Prime plus 0.5% (7.75% and 5.75% aebéer 31, 2005 and Decemb
31, 2004, respectively). The loans are collateedlizy mortgages on real estate ass
and the assignment of rents. Principal and intgraginents are made monthly with
outstanding principal and interest due between B3y2006 and August 24, 200

67

2005 2004

$ 9,38¢ $% 7,11¢

(4,97 (4,136)
12,15! 6,89¢
12¢ 58€
5,11 2,30¢
8,17¢ 1,29t
3,59( -
224 77

$ 33,79t % 14,14:

2005 2004

$ 652,98( $ 278,89¢

94,21 155,07¢

$ 747,19 $ 433,97




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

2006 $ 6,50(
2007 6,52¢
2008 1,557
2009 303,35¢
2010 113,40(
Thereaftel 315,85

$ 747,19:

|

Real estate assets are pledged as colltdethe notes payable. The Company is subjecettain restrictive covenants relating to the
outstanding notes payable. The Company was in darmgd with all covenants at December 31, 2005.

In October 2004, the Company entered inm@varse interest rate swap agreement ("Swap Agregto float $61,770 of 4.30% fixed
interest rate secured notes due in June 2009. UnideBwap Agreement, the Company will receivergseat a fixed rate of 4.30% and pay
interest at a variable rate equal to LIBOR plu$8%. The Swap Agreement matures at the same tienedtes are due. This Swap Agreement
is a fair value hedge, as defined by SFAS No. 488, the fair value of the Swap Agreement is reabeatean asset or liability, with an
offsetting adjustment to the carrying value of tekated note payable. Monthly variable interestpagts are recognized as an increase or
decrease in interest expense.

The estimated fair value of the Swap Agresnat December 31, 2005 and 2004 was reflected asher liability of $2,151 and $532,
respectively. For the years ended December 31, 2082004 interest expense has been reduced bgri7$243, respectively, as a result of
the Swap Agreement.

During the year ended December 31, 20@4Ctimpany and the Predecessor refinanced appretin$dtd 3,840 of borrowings. As a
result of these refinancings, approximately $818redmortized deferred financing costs associatdl tive loans that were repaid was written
off, and approximately $5,687 of defeasance costs paid. Defeasance costs of $3,523 are includiedsmon debt extinguishments in the
consolidated statement of operations. An additi®2a164 of defeasance costs was included in thehpse price of property acquisitions.

On July 14, 2005, the Company entered $3tt3,000 of new mortgages which are collaterallee87 of the 61 wholly-owned properties
purchased in conjunction with the SUSA acquisitibhese mortgages bear interest at fixed rates2686.0r 5.29% and mature in five or
10 years after inception.

On August 27, 2004, the Company enteremlantew $111,000 senior 4.65% fixed rate mortgagmnjunction with the purchase of 26
self-storage properties.

On August 26, 2004, the Company closed7a0f® variable rate mortgage. This mortgage isateriélized by five properties and bears
interest at a variable rate equal to LIBOR plu$%7and matures in three years after inception aitlvo-year extension available at the
Company's option.
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10. NOTES PAYABLE TO TRUSTS

During July 2005, ESS Statutory Trust tHg "Trust 111"), a newly formed Delaware statutdryst and a wholly-owned, unconsolidated
subsidiary of the Operating Partnership, issuedggregate of $40.0 million of preferred securitiddsch mature on July 31, 2035. In addition,
the Trust Ill issued 1,238 of Trust common secesitio the Operating Partnership for a purchase pfi&1.2 million. On July 27, 2005, the
proceeds from the sale of the preferred and conseourities of $41.2 million were loaned in the fovfra note to the Operating Partnership
("Note 3"). Note 3 has a fixed rate of 6.91% thrhoudgly 31, 2010, and then will be payable at aalde rate equal to the three-month LIBOR
plus 2.40% per annum. The interest on Note 3, dayglmrterly, will be used by the Trust Il to pdiyidends on the trust preferred securities.
The trust preferred securities may be redeemetdy tust with no prepayment premium after JulyZ¥.0.

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

During April 2005, ESS Statutory Trusthét"Trust"), a newly formed Delaware statutory trarsd a wholly-owned, unconsolidated
subsidiary of the Operating Partnership of the Camypssued an aggregate of $35.0 million of trusfgyred securities which mature on
June 30, 2035. In addition, the Trust issued 1@#8&ust common securities to the Operating Pastniprfor a purchase price of $1.1 million.
On April 8, 2005, the proceeds from the sale oftthst preferred and common securities of $36.lianilere loaned in the form of note to the
Operating Partnership (the "Note"). The Note haaréable rate equal to the three-month LIBOR pli252 per annum. The interest on the
Note, payable quarterly, will be used by the Ttogbay dividends on the trust preferred securiflé® trust preferred securities may
redeemed by the Trust with no prepayment premiuer dtine 30, 2010.

Under FIN 46R, Trust, Trust Il and Trudtdte VIEs that are not consolidated because thepg2ay is not the primary beneficiary. A debt
obligation has been recorded in the form of nogediscussed above for the proceeds, which are tovibe Trust, Trust I, and Trust 11l by the
Company.

11. LINE OF CREDIT

The Company, as guarantor, and its Oper&artnership have entered into a $100.0 millimolkéng line of credit, which includes a
$10.0 million swingline subfacility (the "Credit Eitity").

The Credit Facility has an interest ratd 85 basis points over LIBOR (6.14% and 4.15% atdbeber 31, 2005 and 2004, respectively).
The Operating Partnership intends to use the pdscekthe Credit Facility for general corporatepmses. As of December 31, 2005, the Cr
Facility has approximately $76.1 million of capgdiiased on the assets collateralizing the Credilifya The
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outstanding principal balance on the line of cratiibecember, 2005 and 2004 was $0 and $39.0 millespectively. The maturity date on the
line of credit is September 2007. The Credit Faci$i collateralized by mortgages on certain rethte assets.

12. PUTABLE PREFERRED INTERESTS IN CONSOLIDATED JOINT VENTURES AND OTHER MINORITY INTERESTS

On August 17, 2004, the Company purchatsgdint venture partner's 49.5% interest in E8pace Properties Three, LLC. Prior to the
purchase of its joint venture partner's interdst,Rredecessor owned a 50.5% interest in ExtraeSpaperties Three, LLC. This arrangement
provided for a preferred return of 12% on certaipital provided by both the Predecessor and tim y@inture partner, and thereafter returns
were split based upon percentage residual interests

The Company also purchased its joint venpartner's interests in 15 other self-storagditi@si on August 17, 2004. The Predecessor had
entered into these joint venture agreements whbragntities controlled by Equibase Mini Wareholdeese arrangements provided for a
preferred return of either 10% or 12%, dependinghenspecific agreement, on certain capital pravioye the joint venture partner and
thereafter returns were split based on the indicpgcentage interests (generally 40% to the Pesdec and 60% to the investors).

Prior to the buyout of the Predecessoitd jeentures partners (entities controlled by Egqs#Mini Warehouse), the Predecessor and/or a
significant unit holder provided certain financgalarantees to the secured lender (generally prayitir performance under the loan, including
principal and interest payments), or to suppontitaright on a portion of the joint venture parteenterest after a fixed period (generally either
three or five years), that effectively provided &return on and of the preferred portion of tihestment. In addition, after a fixed period
(generally either three or five years), the joiahture had the right to redeem the preferred dagditan amount equal to its unreturned
contribution plus any accrued preferred return. tUprercise of the put or call on the preferrediporof their investment, the joint venture
investors would continue to hold their residualiggunterests. As a result of the put rights andrgintees, the Predecessor consolidated the
properties and related debt until the put right$ gmarantees were satisfied or have expired. AeBéer 31, 2003, all the joint venture
properties were consolidated. The financial guasasto the secured lender would generally expios gatisfaction of the related loan at
maturity or refinancing. The put rights and relagedrantees had no stated maturity and would owdire upon exercise or through redempt
of the preferred interests through a capital event.

On August 17, 2004, the Company complédtedacquisition of joint venture interests held lmqubase Mini Warehouse and its affiliates
in seven joint ventures, which currently own anragagte of 30 self-storage properties, for an aggesgf approximately $35,800 in cash and
114,928 OP units issued by the Operating Partnesstiued at $1,437.

Upon completion of the Offering, the Compavas released from all puts and guarantees rgl&tithe remaining Equibase joint ventui
These guarantees and puts were transferred to Egtree Development and a stockholder of the Compgoordingly, these properties were
deconsolidated as of August 17, 2004. The operatisglts through August 16, 2004 relating to thepprties that were deconsolidated are
included in the consolidated statements of opematio
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During the years ended December 31, 20084 2nd 2003, the Company reflected interest expenghe putable preferred interests of
$4,227 and $4,951, respectively, including amotitiraof discounts ascribed at issuance of $0, 8ld $1,311, respectively.

During the formation of ESE and ESW, thed@cessor agreed to guarantee the financial peafarenof certain properties, which were
acquired on behalf of those entities. As a redulhese guarantees, the Predecessor consolidaeel pinoperties until these performance
guarantees were satisfied or expired. During 2€688guarantees related to two properties wereresthtesfied or expired. During the year
ended December 31, 2003, the Predecessor recodiiz28B of expense related to these guaranteese®mounts are classified as a
component of unrecovered development / acquiséasts and support payments. At December 31, 2002@03, there were no active
guarantees related to these properties.

13. OTHER LIABILITIES

Other liabilities at December 31, 2005 @004 are summarized as follows:

2005 2004
Deferred rental incom $ 732 $ 4,41
Accrued interes 3,41: 874
Accrued taxes and security depo: 1,61¢ 881
Fair value of interest rate sw. 2,151 53z
SUSA lease obligation liabilit 3,06¢ —
Property insurance payat 2,29¢ —
Other liabilities 3,91/ 302

$ 23,78¢ $  7,00¢

As a result of the acquisition of SUSA, tempany recorded restructuring liabilities of 886elating to the assumption of a lease for a
facility that will no longer be used in the Compangperations and $2,441 for severance costs deiateerminated employees of the prior
business.

The following table sets for the restrugtgractivity during the year ended December 31,5200

Accrued Accrued
restructuring restructuring
liabilities at liabilities at
July 14, December 31,
2005 Cash Paid 2005
Facility exit costs $ 463 $ (1,570 $ 3,06¢
Severance cos 2,44; (2,062 38C
Total $ 7,080 $ (3,639) $ 3,44¢
| | |
Allocated to:

Continuing operation $ 7080 $ (363) $ 3,44¢
Discontinued operatior — —

$ 7,08C $ (3,63) $ 3,44¢
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14. RELATED PARTY AND AFFILIATED REAL ESTATE JOIN T VENTURE TRANSACTIONS

The Company and the Predecessor providagesnent and development services for certain y@ntures, franchise, third party and of
related party properties. Management agreementédergenerally for management fees of 6% of gressal revenues for the management of
operations at the self-storage facilities. The Canypand the Predecessor earn interest income dilméngevelopment period equal to 10% of
its net investment in the development property. Thenpany and the Predecessor earn developmentffd@s-6% of budgeted costs on
developmental projects and acquisition fees of 1¥h@gross purchase price or the completed cdstevelopment of acquired properties. As
discussed in Note 5, the Company has purchasedtsedfge properties from related parties and aféli entities.

Management fee revenue for related partlyadfiliated real estate joint ventures for thengeanding December 31, 2005, 2004 and 20
summarized as follows:

Company Predecesso
2005 2004 2003

ESE Affiliated real estate joint venture $ — $ 95 $ 364
ESW Affiliated real estate joint venture 374 511 674
ESNPS Affiliated real estate joint venture 397 382 353
PRISA Affiliated real estate joint venture 2,391 — —
PRISA I Affiliated real estate joint venture 1,913 — —
PRISA I Affiliated real estate joint venture 871 — —
VRS Affiliated real estate joint venture 514 — —
WCOT Affiliated real estate joint venture 68¢ — —
Teacher: Affiliated real estate joint venture 54¢ — —
Heitman Affiliated real estate joint venture A77 — —
ESD Related part: 292 26
Other, franchisees and
third parties Affiliated real estate joint venture 2,18¢ 637 544

$ 10,65C $ 1,651 $ 1,93t

Acquisition and development fee revenueétated party and affiliated real estate jointtueses for the years ending December 31, 2005,
2004 and 2003 is summarized as follows:

Company Predecessor
2005 2004 2003
ESW Affiliated real estate joint venture $ — 8 161 $ 571
ESNPS Affiliated real estate joint venture — — 40
Everesi Affiliated real estate joint venture 26C 23t —
Yancy Affiliated real estate joint venture 444 — —
ESD Related part 28¢ 804 37
$ 992 $ 1200 $ 654
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During the years ended December 31, 20842803, management fee expense of $2,775 and $#&@3®ctively, was recorded for
services provided to support the Company's anéthdecessor's self-storage facilities by Extra &pdanagement, Inc. ("ESMI"), a
corporation that shared common ownership with tleel€essor, including stockholders who were offiaéithe Predecessor. Under this
agreement, ESMI provided employees who supportedperations of existing self-storage facilitiesl #ime acquisition and development of
new self-storage facilities by the PredecessorMarch 31, 2004, the Predecessor purchased aledfutstanding common stock of ESMI for
its net book value of $184. ESMI had equipmentfaxidres of $256, other assets of $736 and liabgibf $808.

Real estate under development includedaleagd internal development costs paid by ESMbehalf of the Company of $1,198 and
$1,797 for the years ended December 31, 2004 aDi8, 26spectively.

Related party and affiliated company batsnas of December 31, 2005 and 2004 are summasziadlows:

2005 2004
Receivables

Development fee $ 255: $ 1,83¢
Other receivables from properti 15,37¢ 40C
Receivables from Prudential relating to SUSA adtjais 4,71% —
Other receivables from related part 1,03¢ 262

$ 23,68: $ 2,501

Other receivables from properties condistreounts due for expenses paid on behalf of tbhpgrites that the Company manages and
management fees. Receivables from Prudential mglédi SUSA acquisition represents amounts recedviabin Prudential for general and
administrative expenses, severance paid, and teqemses paid relating to the SUSA acquisition. Company believes that all of these
related party receivables are fully collectibleeT®ompany does not have any payables to relatéiégpat December 31, 2005 and 2004.

On January 1, 2004, the Predecessor dig#dhits equity ownership in Extra Space Developrhé® ("ESD"), a consolidated subsidiary,
to its Class A members. ESD owned 13 early-stageldpment properties, two parcels of undevelopad,land a note receivable. The net
book value of the distributed properties and relditebilities was approximately $15,000. The Prexisor retained a receivable of $6,212 from
ESD and recorded a net distribution of $9,000.dpt8mber 2004, ESD repaid the amounts due the Ggmysang funds obtained through n
loans on unencumbered properties. The Predecessoraguired to continue consolidating certain efghoperties due to financial guarantees.
Concurrent with the initial public offering, the @pany was released from all guarantees, and thpegies were deconsolidated as of
August 16, 2004.

The Company has determined that it hagiahle interest in properties in which ESD owndas an ownership interest. The Company
does not have an equity investment or interestjtandot the primary beneficiary. This variabfgdrest is a result of management and
development contracts that are held by the CompHEmg variable interest is limited to the managenaewt development
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fees and there is not any additional loss thateaattributed to the Company. The Company hasméted that it is not the primary
beneficiary in these agreements. Accordingly, thEseerties have not been consolidated subsequéntgust 16, 2004.

On January 1, 2004, the Predecessor distdbthe $4,493 (including accrued interest of $4®8e receivable from Centershift, related
party software service provider, which is partialyned by a certain director and members of manageof the Company, to its Class A
members. Effective January 1, 2004, the Comparsredtinto a license agreement with Centershift tvsiecures a perpetual right for
continued use of STORE (the site management sadtwsed at all sites operated by the Company) iasplécts of the Company's property
acquisition, development, redevelopment and operatiactivities. During the years ended Decembef8@5, 2004 and 2003, the Company
paid Centershift $739, $441 and $175, respectivelgting to the purchase of software and to lieeagreements.

15. MINORITY INTEREST IN OPERATING PARTNERSHIP

The Company's interest in its propertidsakl through the Operating Partnership. ESS Hgl@uasiness Trust |, a wholly owned
subsidiary of the Company, is the sole generahparnf the Operating Partnership. The Company tiideSS Business Trust I, a wholly
owned subsidiary of the Company, is also a limgadner of the Operating Partnership. Betweendtgegal partner and limited partner
interests, the Company holds a 93.12% majority aship interest therein as of December 31, 2005.réh®ining ownership interests in the
Operating Partnership of 6.88% are held by ceftaimer owners of assets acquired by the OperatarthErship, which include a director and
officers of the Company. The Company and Operd®agnership were formed to continue to operateexipdnd the business of the
Predecessor.

The minority interest in the Operating Rarship represents OP units that are not ownetidZompany. In conjunction with the
formation of the Company and as a result of subsettacquisitions, certain persons and entitiesritirting interests in properties to the
Operating Partnership received limited partnersimits. Limited partners who received OP units ia fibrmation transactions have the right to
require the Operating Partnership to redeem paali @f their OP units for cash based upon therfarket value of an equivalent number of
shares of common stock at the time of the redemp#Adernatively, the Company may, at its optiolecé to acquire those OP units in exche
for shares of its common stock on a one-for-onésbaabject to anti-dilution adjustments providadtie Operating Partnership agreement.

On July 14, 2005 the Company issued 1,4/0QP units valued at $21.6 million in conjunctigith the Transaction. On September 9,
2005 and November 2, 2005, 350,000 and 50,000 @P ware redeemed in exchange for common stockermtiwely. As of December 31,
2005, the Operating Partnership had 3,825,787 8026 shares of OP units and CCUs outstandingectisely.

Unlike the OP units, CCUs do not carry &nting rights. Upon the achievement of certain genfance thresholds relating to 14 early-
stage lease-up properties, all or a portion ofdi&Js will be automatically converted into shareshef Company's common stock. Initially,
each CCU will be convertible on a one-for-one batis shares of common stock, subject to custoraatirdilution adjustments. Beginning
with the quarter ending March 31, 2006, and eneliitg the quarter ending December 31, 2008, the Gampvill calculate the net operating
income from the 14 wholly owned
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early-stage lease-up properties over the 12-moetiogh ending in such quarter. Within 35 days follogvthe end of each quarter referred to
above, some or all of the CCUs will be convertedhsd the total percentage (not to exceed 100%)@fs issued in connection with the
formation transactions that have been convertedtomon stock will be equal to the percentage deterdnby dividing the net operating
income for such period in excess of $5.1 millionddy6 million. If any CCU remains unconverted thgbuhe calculation made in respect of
12-month period ending December 31, 2008, suchandég CCUs will be cancelled and restored tosthéus of authorized but unissued
shares of common stock.

While any CCUs remain outstanding, a majaf the Company's independent directors muserg\dnd approve the net operating incc
calculation for each measurement period and alsst approve any sales of any of the 14 wholly-oweady-stage lease-up properties.

16. REDEEMABLE MINORITY INTEREST—FIDELITY

Through December 31, 2003, the Predecedsongh a consolidated subsidiary, Extra Spacedtties Four, LLC, had received net cash
proceeds of $14,156 (net of transaction costs gf(g) from FREAM No. 39, LLC and Fidelity Pensionrfé Real Estate Investments
(collectively, "Fidelity"). The Predecessor wasrating the discount related to the transactionscoser the five-year period ending
November 25, 2006; the first date the investmers kgdeemable by Fidelit

This investment earned a 22% preferredmetaf which, 9% was payable quarterly with the agmder payable upon redemption. The
earliest date at which the investment could beidegéhout penalty at the option of the Predecesgas November 25, 2004. The investment
was redeemable November 25, 2006 at the optiondefify. As of December 31, 2003, the Predecesa@doridelity $3,810, in unpaid
preferred return which had been accrued and wésded in the redeemable minority interest-Fidelity.

On September 9, 2004, the Operating Pattiecompleted its acquisition of the preferredigguaterest held by Fidelity in Extra Space
Properties Four LLC. This interest was acquiredafmproximately $21,530 in cash, which includedgheferred return through November 25,
2004. The Company recorded a loss on early redempfi$1,478.

17. STOCKHOLDERS' AND MEMBERS' EQUITY
Stockholders' Equity

On December 9, 2005, the Company closathliqgcommon stock offering of 13,800,000 sharearabffering price of $14.57 per share,
for aggregate gross proceeds of $201.1 millionn3aation costs were $10.9 million, resulting in petceeds of $190.2 million. The proceeds
were used to repay outstanding bridge and frandbies and for general corporate purposes, incfudotential acquisitions and debt
repayment.

On June 20, 2005 the Company completedvatprplacement of 6,200,000 shares of its commacksat an offering price of $13.47 per
share, for aggregate gross proceeds of $83.5 millicansaction costs were $2.2 million, resultingnét proceeds of $81.3 million. The shares
were issued pursuant to an exemption from the tragjisn requirements of Section 5 of the Securifiesof 1933, as amended. Pursuant to the
terms of the registration rights agreement, the Gamy filed a registration
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statement covering the shares on September 22, Z8@5egistration statement was deemed effectivda@/ember 14, 2005.

On July 14, 2005, the Company granted X8Ddhares of restricted stock to employees, withonsideration. At the date of the grant, the
recipient had all rights of a stockholder includihg right to vote and receive dividends subjecesirictions on transfers and forfeiture
provisions. The forfeiture and transfer restrictamnthe shares lapse over a three to four yeangh&eginning on the date of grant. The
Company recorded deferred stock compensation akistdders' equity equal to the market value ofrerstricted shares on the date of grant
amortizes deferred stock compensation to expensetbg vesting period. For the year ending Decer8beR005, $601 of amortization
expense of this deferred stock compensation isiited in general and administrative expense.

The Company's charter provides that itisane up to 200,000,000 shares of common stocR1%far value per share, 4,100,000 CCSs,
$.01 par value per share, and 50,000,000 shamefared stock, $0.01 par value per share. Asexfenber 31, 2005, 51,765,795 shares of
common stock were issued and outstanding, 3,88&Bdfes of CCSs were issued and outstanding aslanes of preferred stock were issued
and outstanding.

All stockholders of the Company's commartktare entitled to receive dividends and to orte wo all matters submitted to a vote of
stockholders. The transfer agent and registrathi®iCompany's common stock is American Stock Tear&fTrust Company.

Unlike the Company's shares of common st6€kSs do not carry any voting rights. Upon thei@ament of certain performance
thresholds relating to 14 early-stage lease-upastigs, all or a portion of the CCSs will be autdicedly converted into shares of the
Company's common stock. Initially, each CCS willdosvertible on a one-for-one basis into shareafmon stock, subject to customary
anti-dilution adjustments. Beginning with the qeartnding March 31, 2006, and ending with the guaahding December 31, 2008, the
Company will calculate the net operating incomerfithie 14 wholly owned early-stage lease-up progediver the 12-month period ending in
such quarter. Within 35 days following the end afle quarter referred to above, some or all of t8&€will be converted so that the total
percentage (not to exceed 100%) of CCS issuednnemion with the formation transactions that hiagen converted to common stock will be
equal to the percentage determined by dividingh#iteoperating income for such period in excessbaf #illion by $4.6 million. If any CCS
remains unconverted through the calculation madesdpect of the 12-month period ending DecembeBQa8, such outstanding CCSs will be
cancelled and restored to the status of authobmé¢dnissued shares of common stock.

While any CCSs remain outstanding, a mgjaf the Company's independent directors muserednd approve the net operating income
calculation for each measurement period and alsst approve any sales of any of the 14 wholly-oweady-stage lease-up properties.

Members' Equity

Members' profits, losses and distributiohthe Predecessor were allocated in accordancetigtterms of the operating agreement, as
amended. Member unit holders included members aoigement. Member interests were divided into féagses of units.
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Class A units were common units with votiights and no par value. There were also non-gdiitass A units held by certain employees.
During April 2004, the Predecessor granted 4,018@I&ss A Units, valued at $0.30 per unit, to deréanployees, resulting in a compensation
charge of $1,205. All A units were redeemed or ested to common stock as of August 17, 2004 abfhien of the holder.

Class B units were preferred units witheayalue of $1.00. These units were non-convertit@voting and earned a 9% preferred ret
(non-compounding) with no current dividend paide™% preferred return was paid based upon avaifaht#s, including upon liquidation or
termination. All B units were redeemed or convettedommon stock as of August 17, 2004 at the apticthe holder.

Class C units were preferred units wittaayalue of $1.00. These units were non-convettitavoting and earned a 9% preferred ret
with current dividends paid quarterly. All C unitere redeemed or converted to common stock as gligiul 7, 2004 at the option of the
holder.

Class E units were preferred units witraayalue of $1.00. These units were non-convertitbavoting and earned a 7% preferred ret
with current dividends paid quarterly. These unitse redeemable after July 1, 2004 at the optigdheholder. All E units were redeemed or
converted to common stock as of August 17, 20@4eabption of the holder.

Class B, C and E units did not participgatéhe distribution of profits after payment of theeferred return.
18. STOCK OPTION PLAN

As of December 31, 2005, the Company hésogized 8,800,000 shares of common stock for issei@nder the Company's stock option
plans: the 2004 Long-Term Incentive CompensatiamPind the 2004 Non-Employee Directors' Share. Rlader the terms of the Plans, the
exercise price of an option shall be determinethkyCompensation, Nominating and Governance Comenithd reflected in the applicable
award agreement. Each option will be exercisalikr #tie period or periods specified in the awangagent, which will generally not exceed
10 years from the date of grant (or five yeardhm¢ase of an incentive stock option granted t0% $tockholder, if permitted under the Plans).
Options will be exercisable at such times and sltesuch terms as determined by the Compensadliominating and Governance
Committee, but under no circumstances may be esestdf such exercise would cause a violation ofotlvaership limit in the Company's
charter. Unless otherwise determined by the Congims Nominating and Governance Committee atithe bf grant, such stock options
shall vest ratably over a four-year period begigron the date of grant.
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The following table summarizes the Compsusyock options outstanding as of December 31, 20052004, as well as changes during

the years then ended:

Year Ended December 31

2005

2004

Weighted-Average

Weighted-Average

Shares Exercise Price Shares Exercise Price
Options outstanding, beginning of ye 1,568,000 $ 12.5C — $ —
Options grante: 1,652,04! 15.15% 1,680,001 12.5(
Options forfeitec (35,77¢) (12.50) (112,000 12.5(
Options exercise (151,879 (13.6¢) — —
Options outstanding, end of ye 3,032,39 $ 13.8¢ 1,568,000 $ 12.5(

The following table presents informatiotating to stock options outstanding as of Decen3der2005:

Options Outstanding Options Exercisable

Weighted-Average

Remaining Weighted-Average Weighted-Average

Range of Exercise Price Shares Contractual Life Exercise Price Shares Exercise Price
12.50- 13.00 1,513,34! 8.6 $ 12.5] 342,47 $ 12.5(
13.01- 13.50 45,00( 9.2 13.2( — —
13.51- 14.00 66,50( 9.2 13.7i — —
14.01- 14.50 148,50( 9.6 14.21 — —
14.51- 15.00 111,00( 9.6 14.8¢ = —]
15.01- 15.50 79,00( 9.7 15.12 — —
15.51- 16.00 1,023,54! 9.5 15.6: — —
16.01- 16.50 45,50( 9.6 16.13 — —

3,032,39: 9.1 $ 13.8¢ 342,47 $ 12.5(
— I — 1 — I —

The weighted average fair value of stockans granted in 2005 and 2004 was $1.25 and $1e89gectively. The fair value of each option
grant is estimated on the date of grant using thekBScholes option-pricing model with the followimweighted average assumptions for 2005
and 2004:

2005 2004
Risk-free interest rat 3.71% 3.45%
Dividend yield 6.€% 7.2%
Expected volatility 21% 22%
Average expected term (yea 5 5

19. EMPLOYEE BENEFIT PLAN

The Company has a retirement savings phaleiuSection 401(k) of the Internal Revenue Codieuwhich eligible employees can
contribute up to 15% of their annual salary, sufdjie@ statutory
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prescribed annual limit. For 2005, the Company nradiching contributions to the plan of $349 base®@% of the first 6% of an employee's
compensation.

20. GAIN ON SALE OF REAL ESTATE ASSETS

On August 12, 2004, the Predecessor sslahihority equity interest in a storage facilitylinguna Hills, California to its joint venture
partner for cash of $1,490 and repayment of a §2r8xted party payable for a total of $3,490, itesyin a gain of $1,920.

During January 2004, the Company sold fastelage facility in Walnut, California for $6,406 ESW. The Company recognized a los
the sale of $171.

During 2003, the Company sold a self-ster&gility in Kings Park, New York for $6,241 to ESThe Company recognized a gain on the
sale of $672.
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21. SEGMENT INFORMATION

The Company and the Predecessor operawidistinct segments; (1) property managementdavelopment and (2) rental operations.
Financial information for the Company's and thedeoessor's business segments are set forth below:

Company Predecesso

For the years ended December 3:

2005 2004 2003
Statements of Operations
Total revenue
Property management and developm $ 14,08¢ $ 3,06¢ $ 2,762
Rental operation 120,64( 62,65¢ 33,05¢
$ 134,72t $ 65,72( $ 35,81¢
Operating expenses, including depreciation and &ration
Property management and developm $ 25,76: $ 13,51¢ $ 13,26:
Rental operation 76,61: 41,30 21,63¢
$ 102,37:  $ 54,82: $ 34,897
Income (loss) before interest, minority interestgity in earnings of real estate ventures and gain
sale of real estate ass
Property management and developm $ (11,679 $ (10,459 $ (10,500
Rental operation 44,02¢ 21,35: 11,41¢
$ 32,35 $ 10,89¢ $ 91¢
Interest expens
Property management and developm $ 911 $ 32¢ $ 182
Rental operation 41,63¢ 31,68¢ 18,56:
$ 42,54¢ $ 32,01« $ 18,74¢
Interest incomt
Property management and developm $ 162t $ 251 $ 44k
Gain on sale of real estate as:
Property management and developrm $ — 8 1,74¢ $ 672
Equity in earnings of real estate ventu
Rental operation $ 3,17C $ 1,387 $ 1,46¢
Income (loss) before minority intere:
Property management and developm $ (10,960 $ (8,78) $ (9,56¢€)
Rental operation 5,56( (8,94%) (5,679
$ (5,400 $ 17,729 $ (15,245
Depreciation and amortization expel
Property management and developm $ 356 $ 31 $ 27
Rental operation 30,64¢ 15,237 6,77¢
$ 31,008 $ 1555: $ 6,80¢%
Statements of Cash Flow
Acquisition of real estate ass
Property management and developr $ (79,227 $ (245,71) $ —
Acquisition of SUSA
Property management and developr $ (530,97 $ — 3 —
Development and construction of real estate a:
Property management and developr $ (20,209 $ (19,487 $ (62,637)
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2005 2004

Balance Sheet:
Investment in real estate ventu

Rental operation $ 90,89¢ $ 6,182
Total asset

Property management and developn 179,77( 32,60¢

Property operation 1,240,42. 715,87¢

$ 1,420,19; $ 748,48

22. DECONSOLIDATION OF ASSETS

As a result of the distribution of the Reedssor's equity ownership in Extra Space Develop(iESD") and the release of all puts and
guarantees on August 16, 2004, the Predecessonstgicated certain properties during the year eridliscember 31, 2004. The operating
results through August 16, 2004 relating to thepprties that were deconsolidated are includedérctinsolidated statements of operations. As
a result of the deconsolidation, the following dassend liabilities were removed from the Predecéssacounts:

Cash $ (449)
Construction in progres 78,62
Restricted cas 307
Other asset 11,09¢
Liabilities (66,287
Putable interest (12,19
Minority interest (9,617

The Company previously consolidated a pryda Pico Rivera, California in which neither t®mpany nor the Predecessor has any
equity or profits interest. The property was owbgdhe Predecessor, and sold at cost to certaindfiomembers of the Predecessor. However,
the Company and the Predecessor continued to geartite mortgage loan on the property, and thexefmmsolidated the property's operat
until the loan guarantee was satisfied or releadsefecember 2004, this loan guarantee was relemseédhe property was deconsolidated. As a
result of the deconsolidation, the following assatd liabilities were removed from the Predecessartounts:

Cash $ 25
Construction in progres 3,001
Related party receivab (1,059
Other asset 154
Liabilities (2,34))
Minority interest 21k
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23. COMMITMENTS AND CONTINGENCIES

The Company has an operating lease omifocate offices and owns nine self-storage féedlithat are subject to ground leases. At
December 31, 2005, future minimum rental paymentieuthese non-cancelable operating leases acd@sd:

2006 $ 4,46k
2007 4,50¢
2008 4,327
2009 4,207
2010 4,12¢
Thereaftel 23,87:

$ 45,50¢

|

The monthly rental amount for one of theuwyrd leases is the greater of a minimum amountpareentage of gross monthly receipts. The
Company recorded rent expense of $2,591, $1,33%2rid related to these leases in the years endeehiesr 31, 2005, 2004 and 2003,
respectively.

The Company has guaranteed three congirulctans for unconsolidated partnerships that ogwetbpment properties in Baltimore,
Maryland, Chicago, lllinois and Peoria, Arizona.€EB properties are owned by joint ventures in wtliehCompany has 10% equity interests.
These guarantees were entered into in November, 20042005 and August 2005, respectively. At Delsen81, 2005, the total amount of
guaranteed mortgage debt relating to these joimives was $12,073 (unaudited). These mortgage lmature December 1, 2007, July 28,
2008 and August 31, 2008, respectively. If thetjpentures default on the loans, the Company méptoed to repay the loans. Repossessing
and/or selling the self-storage facilities and Itmat collateralize the loans could provide fundfisient to reimburse the Company. The
estimated fair market value of the encumbered sisgddecember 31, 2005 is $17,665 (unaudited).Gdmpany has recorded no liability in
relation to this guarantee as of December 31, 200& fair value of the guarantee is not materialdate, the joint ventures have not defaulted
on their mortgage debt. The Company believes #eaf having to perform on the guarantee is remote.

The Company has been involved in routitigdtion arising in the ordinary course of busindss of December 31, 2005, the Company is
not presently involved in any material litigatioarnto its knowledge, is any material litigatiomehtened against the Predecessor or its
properties.

24. RISK MANAGEMENT AND USE OF FINANCIAL INSTRUME NTS

In the normal course of its on-going busieperations, the Company encounters economicTiiigke are three main components of
economic risk: interest rate risk, credit risk andrket risk. The Company is subject to interest rigk on its interest-bearing liabilities. Credit
risk is the risk of inability or unwillingness aénants to make contractually required paymentskdtarsk is the risk of declines in the value of
properties due to changes in rental rates, intea¢ss or other market factors affecting the valproperties held by the Company. As
previously disclosed in Note 9, the Company hasredtinto a Swap Agreement to mange its risk.

82




25. SUPPLEMENTARY QUARTERLY FINANCIAL DATA (UNAUD ITED)

Revenue:
Cost of operation
Net loss

Net loss attributable to common stockholc

Net los—basic and dilute

Revenue:!

Cost of operation

Net loss

Net loss attributable to common stockholc

Net los—basic and dilute

26. SUBSEQUENT EVENTS

Three months endec

March 31, June 30, September 30 December 31
2005 2005 2005 2005
$ 2291¢ $ 2461 $ 4313t $ 45,68:
$ 17,69: $  18,74. $ 3301 $ 32,92¢
$ (640) $ 1220 $ (2,859 $ (247)
$ (640) $ 1220 $ (2,859 $ (247)
$ 0.02 $ 0.0 $ 0.09) $ (0.00)
Predecessor Company
Three months ended
March 31, June 30, September 30, December 31,
2004 2004 2004 2004
$ 10,92¢ $  13,92¢ $ 18,16¢ $ 22,94¢
$ 10,55¢ $ 12,426 $ 14,80t $ 17,03:
$ (6,03) $ (7,03 $ (5.077) $ (317)
$ (8179 $ (9,189 $ (8,020 $ (317)
— | — ———————— —————————
$ 164 $ (149 $ 059 $ (0.01)

On February 15, 2006, the Company purchtsee self-storage facilities located in Lakewand Tacoma, Washington from a third

party for cash of $17,866.

On January 17, 2006, the Company purchasedelf-storage facility located in Dacula, Gearfgom a franchisee for cash of $5,050.

On January 13, 2006, the Company purchasedself-storage facility located in Venice, Flaridom a franchisee for cash of $8,000.

On January 6, 2006, the Company purchasedelf-storage facility located in Deland, Florfdam a franchisee for cash of $5,300.
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Extra Space Storage Inc

Schedule Il

Real Estate and Accumulated Depreciation

(Dollars in thousands)

Gross carrying amount at
December 31, 2005

Building Date
Land costs costs acquired
Building and subsequen subsequen or
Land improvements Land Building Accumulated developmen
initial to to Adjustment  Adjustment Building and
Property Name State Debt cost Initial cost acquisition acquisition (1) 1) Land improvements Total depreciation completed
Fort Myers FL $ 4,400 $1,98t $ 4,98:% — % 13 — % — $1,98t $ 4,98:% 6,96¢ $ 6C Jul-05
Marina Del Rey CA 18,40( 4,24¢ 23,54¢ — — — —  4,24¢ 23,54¢ 27,791 271 Jul-08
Wethersfielc uT 4,000 1,34¢ 4,372 — — — —  1,34¢ 4,37z 5,721 52 Jul-05
Watsonville CA 3,400 1,69¢ 3,05¢ — — — 1,69¢ 3,05¢ 4,75¢ 3€ Jul-08
Naples FL 5,400 2,57( 5,10z — — — — 2,57( 5,10 7,677 62 Jul-05
Hemet CA 5,30C 1,14¢ 6,36¢ — — — — 1,14¢ 6,36¢ 7,51¢ 74 Jul-08
Memphis TN 2,10( 97€ 1,72¢ — 2 — — 97€ 1,72¢ 2,70z 23 Jul-05
Tamiami FL 6,100 2,97¢ 5,351 — 3 — — 2,97¢ 5,35¢ 8,33: 63 Jul-08
Chatswortk CA 11,20 3,59« 11,16¢ — 127 — — 3,59/ 11,29 14,887 131 Jul-05
West Valley City uT 2,00( 461 1,722 — — — — 461 1,72: 2,18 21 Jul-058
Memphis TN 3,10(¢ 814 2,76€ — 5 — — 814 2,771 3,58t 36 Jul-05
Aloha OR 6,200 1,221 6,262 — — — — 1,221 6,262 7,48: 75 Jul-058
Grandville Ml 1,70C 72€ 1,29¢ — — — — 72€ 1,29¢ 2,02« 16 Jul-05
Sacramenti CA 4,19¢ 852 4,72 — — — — 852 4,72( 5,57 58 Jul-05
Hackensacl NJ 9,50C 2,28t 11,23« — 9 — — 2,28: 11,247 13,52¢ 13C Jul-05
Phoenix AZ 7,400 1,441 7,98: — 6 — — 1,441 7,98t 9,42¢ 96 Jul-058
Louisville KY 3,00(¢ 58€ 3,24¢ — 32 — — 58€ 3,27¢  3,86: 4C Jul-05
Long Beact CA 6,200 1,402 7,59¢ — — — — 1,40: 7,598  8,99¢ 88 Jul-058
Kent OH 1,50( 22C 1,20¢ — 8 — — 22C 1,212 1,43¢ 16 Jul-05
New Paltz NY 5,000 2,05¢ 3,71t — 15 — — 2,05¢ 3,73C 5,78¢ 4€ Jul-058
Stone Mountair GA 2,14: 92t 3,50¢ — — — — 92t 3,508 4,43( 42 Jul-05
Columbus OH 2,90( 482 2,65¢ — 13 — — 482 2,667 3,15( 32 Jul-058
Houston TX 3,40( 74¢ 4,122 — — — — 74¢ 4,12 4,871 51 Jul-05
Austin TX 2,40C 1,10¢ 2,31 — — — — 1,10¢ 2,31:  3,41¢ 33 Jul-058
Plano TX 3,30C 1,61: 2,871 — 12 — — 1,61 2,887 4,49¢ 43 Jul-05
Dallas X 4,400 1,01( 5,541 — 32 — — 1,01 5,57¢ 6,58¢ 66 Jul-058
N Highlands CA 2,20( 69€ 2,80¢€ — 29t — — 69€ 3,101 3,797 35 Jul-05
Cordova TN 2,70( 852 2,72 — — — — 852 2,72 3,57 34 Jul-058
Mt Vernon NY 5,10C 1,58¢ 6,02¢ — — — — 1,58t 6,028 7,61( 72 Jul-05
Cordova TN 6,90C 1,351 7,47¢ — 15 — — 1,351 7,491 8,84: 9C Jul-08
Towson MD 4,10 861 4,742 — — — — 861 4,74z 5,608 55 Jul-05
West Palm Bcl FL 2,600 1,44¢ 2,58¢ — 7 — —  1,44¢ 2,59: 4,04 32 Jul-058
Plainville MA 5,400 2,22t 4,43( — 1 — — 2,22 4,431 6,65¢ 6C Jul-05
Columbus OH 1,50( 374 2,05¢ — — — — 374 2,05¢ 2,43: 26 Jul-058
Columbus OH 3,80( 601 3,33¢ — — — — 601 3,33¢ 3,937 4C Jul-05
New York NY 16,400 3,06( 16,97¢ — 19 — —  3,06( 16,997 20,057 19t Jul-058
Philadelphie PA 9,000 1,47 8,162 — 25 — — 1,47( 8,187 9,657 95 Jul-05
Bethesd: MD  12,80( — 18,33: — 2 — — — 18,33: 18,33: 21z Jul-058
Mt Clemens Ml 2,10( 79¢ 1,79¢ — — — — 79¢ 1,79¢ 2,59¢ 21 Jul-05
Seattle WA 7,400 2,727 7,241 — — — — 2,72 7,241 9,96¢ 85 Jul-058
Oceanside CA 9,70C 3,241 11,36 — — — — 3,241 11,36 14,60: 132 Jul-05
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Gross carrying amount at
December 31, 2005
Date
Building acquired
Land Building and Land costs costs or
improvements subsequen subsequen Land Building Accumulated developmen
initial to to Adjustment  Adjustment Building and
Property Name State Debt cost Initial cost acquisition acquisition 1) 1) Land improvements Total depreciation completed
Louisville KY 2,967 1,21¢ 4,611 — 4 — — 1,21¢ 4,61t 5,83 52 Jul-05
Tom's River NJ 8,30C 1,79(C 9,93t — 6 — — 1,79C 9,941 11,73: 12C Jul-058
Louisville KY — 89z 2,671 — — — — 89z 2,677 3,56¢ 3 Dec-05
Everett MA 3,75 69z 2,12¢ — 3 — — 69z 2,132 2,82¢ 25 Jul-058
Falls Churck VA 6,200 1,25¢ 6,97¢ — 10 — — 1,25¢ 6,98t 8,24¢ 82 Jul-05
Denver CO 2,25(C 36¢ 1,57¢ — — — — 36¢ 1,57¢ 1,94z 20 Jul-058
Fred Oaks R VA  5,10C 2,067 4,261 — — — — 2,067 4,261 6,32¢ 53 Jul-05
Chicago IL 3,200 44¢ 2,471 — 7 — —  44¢ 2,47¢ 2,927 29 Jul-058



Chicago IL 2,90C 47z 2,582 — 8 — — 47z 2,590 3,06: 30 Jul-05
Chicago IL 4,400 621 3,42¢ — 2 — — 621 3,43( 4,051 40 Jul-05
Nashue NH — — 75t — — — - = 755 75E 9 Jul-05
Linden NJ 6,70C 1,517 8,38¢ — 7 — — 1,51 8,391 9,90¢ 98 Jul-05
Johnstor RI 7,100 2,65¢ 4,79¢ — 22 — — 2,65¢ 4,821 7,47¢ 59 Jul-05
Stonehan MA 5,400 944 5,241 — — — — 944 5,241 6,18t 61 Jul-058
North Berger NJ 11,000 2,29¢ 12,72¢ — & — — 2,29¢ 12,732 15,03( 14¢ Jul-05
Parlin NJ 6,70C 2,517 4,51¢ — 32 — — 2,513 4,54¢ 7,06t 59 Jul-058
Las Vegas NV 3,90C 74¢ 4,131 — 12¢ — — 74t 4,257 5,00t 51 Jul-05
Arnold MD  9,50C 2,55¢ 9,44¢ — — — — 2,55¢ 9,44¢€ 12,00« 111 Jul-058
Columbia MD  8,40C 1,73¢ 9,63: — 2 — — 1,73¢ 9,63¢ 11,37( 112 Jul-05
WPB FL 4,000 1,752 4,90¢ — 1 — — 1,752 4,91C 6,662 59 Jul-058
Grandview MO 1,10C 612 1,77( — 7 — — 61z 1,777 2,38¢ 22 Jul-05
Foxboro MA 3,680 75¢ 4,15¢ — 19 — —  75¢ 4,177 4,93¢ 664 May-04
Hudson MA  2,80C 80€ 3,12z — 36 — — 80¢€ 3,15¢ 3,96¢ 504 May-04
Worcestel MA 1,784 21z 2,30¢ — 1,64¢ — — 21z 3,957 4,16¢ 45¢ May-04
Claremont CA  2,62¢ 1,47 2,01: — & — — 1,47% 2,01t 3,487 82 Jur-04
Kearns UT  252( 64z 2,601 — 18 — — 64z 2,62t 3,267 10€ Jur-04
San Bernardin CA  3,37¢ 1,21: 3,061 — 11 — — 1,21% 3,072 4,28t 12& Jur-04
Torrance CA 6,960 3,71( 6,271 — 58 — — 3,71 6,32¢ 10,03¢ 262 Jur-04
Auburn MA  3,68( 91¢ 3,72¢ — 10 — — 91¢ 3,73t 4,65¢ 501 May-04
Oxford MA 1,647 482 1,762 — 68 46 16€ 52¢ 1,99¢ 2,52¢ 30¢ Oct-98
Livermore CA  492( 1,13¢ 4,61t — 5 — — 1,13¢ 4,62( 5,75¢ 18€ Jur-04
Norwood MA — 2,16( 2,33¢ — 1,15¢ 61 95 2,221 3,58¢ 5,81( 323 Aug-99
Pico Rivere CA 3,500 1,15C 3,45( — 13 — — 1,15 3,467 4,617 362 Aug-0C
Northboro MA  2,60¢ 28C 2,71¢ — 197 — — 28C 2,91z 3,19: 367 Fel-01
Raynhanm MA  3,64( 58¢ 2,27 — 66 82 322 67C 2,65¢ 3,32¢ 232 May-0C
Brockton MA 2,440 647 2,76 — 11 — — 647 2,77 3,42( 29¢ May-04
Ashland MA — 474 3,32¢ — 127 — — 474 3,451 3,92t 27¢ Jur-03
Richmond CA  4,69€¢ 95z 4,63¢ — 30 — —  95% 4,665 5,61¢ 18¢ Jur-04
Hawthorne CA  3,84C 1,532 3,871 — 37 — — 1,532 3,90¢ 5,44( 162 Jur-04
Glendale CA 4,48 — 6,08¢ — 22 — — - 6,10€ 6,10¢ 24¢ Jur-04
Parlin NJ 4,24( — 5,27: — 41 — - = 5,31¢ 5,31« 742 May-04
Marshfield MA — 1,03¢ 4,15¢ — 25 — — 1,03¢ 4,18C 5,21¢ 183 Mar-04
Doylestown PA 3,82« 22C 3,44: — 88 24 384 244 3,91¢ 4,15¢ 312 Nov-9¢
Glen Rock NJ 4,08( 1,10¢ 2,401 — 41 112 24€ 1,22: 2,68t 3,91( 21¢ Mar-01
Hoboken NJ — 2,681 6,092 — 42 — — 2,681 6,13¢ 8,821 55C Jul-02
Lyndhurst NJ 6,94¢ 2,67¢ 4,64+ — 56 25(C 437 2,92¢ 5,137 8,06¢ 41¢ Mar-01
Penn Ave PA  296( 88¢ 4,117 — 30 — — 88¢ 4,147 5,03¢ 52C May-04
Kennedy PA 254 73€ 3,17: — 20 — — 73€ 3,19: 3,92¢ 42¢ May-04
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Gross carrying amount at
December 31, 2005
Date
Building acquired
Land Building and Land costs costs or
improvements subsequen subsequen: Land Building Accumulated developmen
initial to to Adjustment  Adjustment Building and
Property Name State Debt cost Initial cost acquisition acquisition 1) 1) Land improvements Total depreciation completed
Stoughtor MA  3,08( 1,75¢ 2,76¢ — 16 — — 1,75¢ 2,785 4,53¢ 33¢ May-04
Plainview NY — 4,287 3,71( — 10¢ — — 4,281 3,81¢ 8,10¢ 502 Dec-0C
Oakland CA  4,48¢ — 3,771 — 97 — 494 — 4,36¢ 4,36¢ 604 Apr-0C
Metuchen NJ — 1,15 4,46 — 59 — — 1,15t 4,521 5,67¢ 464 Dec-01
Nanuet NY — 2,07z 4,644 — 55 — — 2,07z 4,69¢ 6,771 467 Fet-02
Dedham MA — 2,127 3,041 — 241 — — 2,127 3,282 5,40¢ 32¢ Mar-02
Casitas CA 4,607 1,431 2,97¢ — 7 18C 374 1,611 3,357 4,96¢ 45€ Mar-0C
Lamont St. NV 1,066 251 717 — 94 27 87 27¢ 89¢ 1,17¢ 12¢ Fel-0C
North Miami FL 5,84¢ 1,25€ 6,53¢ — 61 — — 1,25¢€ 6,59¢ 7,85z 26¢ Jur-04
Halls Ferry MO 2,39¢ 631 2,15¢ — 76 59 205 69C 2,440 3,13( 33¢ Jur-0C
Forest Parl MO 1,21 15€ 1,313 — 11€ 17 151 178 1,58( 1,75: 232 Jur-0C
Banksville PA  214; 991 1,99( — 21z 91 19¢ 1,082 2,401 3,48: 30¢ Aug-0C
N. Lauderdale FL 2,44¢  A2¢ 3,51¢€ — 101 31 26C 45¢ 3,877 4,33¢ 53¢ Aug-0C
Forest Hill FL 2,48¢ 1,16¢ 2,511 — 84 82 18C 1,24¢ 2,77t 4,021 381 Aug-0C
Fountainbleat FL 4,52; 1,32¢ 4,39t — 142 114 38¢ 1,43¢ 4,92¢ 6,36 681 Aug-0C
Kendall FL 8,287 5,31¢ 4,30t — 77 544 447 5,85¢ 4,82¢ 10,68t¢ 64C Aug-0C
Margate FL 2,87:  43C 3,13¢ — 55 39 287 46¢ 3,481 3,95( 46€ Aug-0C
Military Trail FL 2,66¢ 1,312 2,511 — 94 104 204 1,41¢ 2,80¢ 4,22t 38¢ Aug-0C
Inglewood CA  4,44¢ 1,37¢ 3,34: — 14¢ 15C 377 1,52¢ 3,86¢ 5,39¢ 524 Aug-0C
Burbank CA 8,837 3,19¢ 5,08z — 81 41¢ 672 3,61¢ 5,83t 9,457 75C Aug-0C
Arvada (ee] — 28¢ 1,521 — 19C — — 28€ 1,711 1,997 26€ Sef-0C
Denver CcO — 60z 2,052 — 117 142 51z 74t 2,681 3,42¢ 332 Sef-0C
Thornton (ee] — 21z 2,04¢ — 23¢ 36 38¢  24¢ 2,671 2,91¢ 35¢E Sef-0C
Westministel CcO — 291 1,58¢ — 191 8 48 29¢ 1,828 2,12« 25€ Sef-0C
Groton CT 3,000 1,277 3,992 — — — — 1,27 3,992 5,26¢ 162 Jar-04
Whittier CA 254« — 2,98¢ — 3 — — - 2,98t 2,98¢ 26¢ Jur-02
Kingston MA — 55F 2,491 — 19 — — 55E 2,51C 3,06t 21€ Oci-02
Mt Vernon NY  6,52f 1,92¢ 7,62z — 351 — — 1,92¢ 7,97% 9,89¢ 577 Nov-02
North Berger MA — 2,10¢ 6,60€ — 17 — — 2,10 6,62: 8,72: 44C Jul-03
Saugus MA — 1,72¢ 5,51« — 14z — — 1,72¢ 5,65¢ 7,381 38t Jur-03
Stockton CA  324C 64¢ 3,272 — i3 — —  64¢ 3,28t 3,93/ 311 May-02
Wethersfielc CT — 70¢ 4,20t — 43 — — 70¢ 4,24¢ 4,957 364 Aug-02



Milton

South Hollanc
Somerville
Crest Hill
Palmdale
Tracy D
Edison

Egg Harbol
Hazlet
Howell

Old Bridge
Woodbridge
Fontana (Dev

2,83¢
83¢
1,72¢
847
1,22¢
77€
2,51¢
1,724
1,362
2,44(
2,75¢
50%
1,24¢

3,97¢
2,87¢
6,57(
2,94¢
5,37¢
2,63¢
8,54
5,001
10,26:
3,401
6,45(
4,524
3,35¢

2,83¢
86¢
1,731
96€
1,22¢
911
2,51¢
1,724
1,362
2,44(
2,75¢
50¢
1,30(C

4,25 7,08¢
3,01t 3,88(
6,64z 8,37:
3,38f 4,358
5,37¢ 6,604
3,11¢ 4,03(
8,731 11,25(
5,23: 6,957
10,457 11,81¢
3,52¢ 5,96¢
6,687 9,44t
4,69z 5,197
3,59f 4,89¢

328
25¢
671
20%
132
192
912
557
1,08¢
38C
71€
517
198

Nov-02
Oct-02
Jur-01

Jul-03
Jar-0&
Jul-03

Dec-01
Dec-01
Dec-01
Dec-01
Dec-01
Dec-01
Oct-03




Gross carrying amount at
December 31, 2005

Date
Building acquired
Land Building and Land costs costs or
improvements subsequen’ subsequent Land Building Accumulated developmen
initial to to Adjustment  Adjustment Building and
Property Name State Debt cost Initial cost acquisition acquisition 1) 1) Land improvements Total depreciation completed
Fontana (Acq CA 3,44C 961 3,84¢ — 38 39 15€ 1,00( 4,04z 5,04: 338 Sef-02
Tracy A CA —  94€ 1,937 — — — —  94¢ 1,937 2,88: 12¢ Apr-04
Lanham MD — 3,34¢ 10,07¢ — 262 — — 3,34¢ 10,347 13,68¢ 50& Fet-04
Lawrenceville NJ 9,79t 3,407 10,23( — 16C — — 3,40z 10,39( 13,79: 507 Fet-04
Morrisville NJ — 2,48i 7,49¢ — 25C — — 2,487 7,744 10,23: 381 Fet-04
Philadelphie PA — 1,96¢ 5,92¢ — 177 — — 1,96t 6,102 8,067 303 Fet-04
Quincy MA — 1,35¢ 4,07¢ — 127 — — 1,35¢ 4,20t 5,56¢ 21¢ Fet-04
Dedham I MA 3,62t 2,44: 7,32¢ — 158 — — 2,44: 7,48: 9,92¢ 36€ Fet-04
Waltham MA — 3,77C 11,31( — 13¢ — — 3,77(C 11,44¢ 15,21¢ 54¢ Fet-04
Woburn MA — — — — 124 — — — 124 124 12 Fet-04
Cambridge MA — — — — 75 — —_ - 75 75 7 Fet-04
Fordham NY 6,492 3,99t 11,87( — 264 — — 3,99¢ 12,13¢ 16,12¢ 442 Aug-04
Arlington TX 2,02 534 2,52t — 29 — — 534 2,55¢ 3,08¢ 90 Aug-04
Austin TX 3,94« 87C 4,45¢ — 30 — — 87C 4,48t 5,35¢ 15¢ Aug-04
Charlestor SC 3,791 1,27¢ 4,171 — 10 — — 1,27¢ 4,181 5,46( 14¢ Aug-04
Cheshire GA 8,16¢ 3,731 8,33: — 29 — — 3,737 8,362 12,09¢ 293 Aug-04
Columbia SC 3,18:. 83¢ 3,317 — 3 — — 83¢ 3,31t 4,15t 11€ Aug-04
Culebra TX 2,06¢ 1,26¢ 1,81¢ — 29 — — 1,26¢ 1,845 3,11« 65 Aug-04
Dallas TX 6,337 4,432 6,181 — 46 — — 4,43: 6,227 10,65¢ 21¢ Aug-04
Fort Myers FL 5,082 1,691 4,711 — 21 — — 1,691 4,732 6,42 16€ Aug-04
Fort. Worth TX 3,88( 631 5,79¢ — 17 — — 631 5,811 6,44: 20t Aug-04
Ft Lauderdale FL 4,457 1,58i 4,20¢ — 9 — — 1,587 4,21+ 5,801 14¢€ Aug-04
Goose Cree SC 4,18¢ 1,68: 4,372 — 7 — — 1,68: 4,37¢ 6,062 153 Aug-04
Grand Prairie TX 2,20¢ 551 2,33( — 6 — — 551 2,33¢ 2,887 83 Aug-04
Holcomb Bridge GL  2,44f 1,97 1,587 — 16 — — 1,97: 1,60% 3,57¢ 57 Aug-04
Madeira Beacl FL 4,857 1,68¢ 5,162 — 4 — — 1,68¢ 5,167 6,852 18C Aug-04
Metairie LA 5,41¢ 2,05¢ 4,21¢€ — 17 — — 2,05¢ 4,237 6,28¢ 14¢ Aug-04
New Orleans LA 7,927 4,05¢ 4,32¢ — 24 — — 4,05¢ 4,34¢ 8,407 152 Aug-04
Orlando FL 5,29C 1,21¢ 5,00¢ — 27 — — 1,21¢ 5,03t 6,251 17€ Aug-04
Port Charlotte FL 4,481 1,38¢ 4,632 — 18 — — 1,38¢ 4,65 6,03¢ 163 Aug-04
Riverview FL 3,591 654 2,95: — 4 — — 654 2,957 3,611 103 Aug-04
Roswell GA 2,81:¢ 1,66t 2,02¢ — 14 — — 1,66¢ 2,04z 3,700 71 Aug-04
Snellville GA 5,21( 2,691 4,02¢ — 47 — — 2,691 4,07: 6,76¢ 141 Aug-04
Stone Mountair GA 4,25¢ 1,813 4,38 — 49 — — 1,817 4,431 6,24¢ 153 Aug-04
Summerville SC 3,591 45C 4,45¢ — 34 — — 45C 4,488 4,93¢ 15¢E Aug-04
Valrico FL 4,272 1,19 4,411 — 9 — — 1,197 4,420 5,617 154 Aug-04
West Broac VA 5,72 2,30¢ 5,461 — 6 — — 2,30t 5,47% 7,77¢ 19C Aug-04
Westchas TX 1,817 25:Z 1,49¢ — 19 — — 258 1,51¢ 1,76¢ 54 Aug-04
Lumberton NJ 4,92t 831 4,06( — — — — 831 4,06( 4,891 112 Dec-04
87
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December 31, 2005
Land costs Building Date
costs acquired
Building and subsequen subsequen or
Land improvements Land Building Accumulated developmen
initial to to Adjustment  Adjustment Building and
Property Name State Debt cost Initial cost  acquisition acquisition 1) 1) Land improvements Total depreciation completed
Avenel NJ 8,08( 1,51¢ 8,031 — — — — 1,51¢ 8,031 9,55t 19z Jar-05
Bayville NJ 5,30( 1,19: 5,312 — 34 — — 1,19: 5,34¢ 6,53¢ 144 Dec-04
Union NJ — 1,754 6,231 — 53 — — 1,75¢ 6,29( 8,04¢ 17C Dec-04
Bensalen PA — 1,131 4,52¢ — 45 — — 1,131 4,57( 5,701 124 Dec-04
Hunters Creel FL 8,20( 2,23 9,22: — — — — 2,23: 9,22 11,45¢ 18¢ Mar-05
Metro Wesi FL 6,40( 1,47¢ 6,101 — — — — 1,47¢ 6,101 7,57% 12t Mar-05
Ocoee FL 3,75( 872 3,64: — — — — 872 3,64: 4,51¢ 75 Mar-05
Waterford Lake: FL 4,60( 1,16¢ 4,81¢ — — — — 1,16¢ 4,81¢ 5,98: 99 Mar-05
Greenacre FL — 1,46: 3,24¢ — — — — 1,46: 3,24¢ 4,707 66 Mar-05
Meridian GA 9,60( 3,31¢ 8,32t — — — — 3,31¢ 8,32t 11,64« 18¢ Fet-05
Weymouth MA 4,64( 2,80€ 3,12¢ — — — — 2,80¢ 3,12¢ 5,93t 452 Sef-0C
Lynn MA 2,48( 1,70: 3,231 — 83 — — 1,702 3,32 5,02 407 Jur-01
Sherman Oak CA 7,24¢ 4,051 12,15: — 5 — — 4,051 12,157 16,20¢ 403 Aug-04
Venice CA 7,24% 2,802 8,41( — 10 — — 2,80: 8,42( 11,22: 27¢ Aug-04
HBP MA 1,13¢€ 684 2,06¢ — 17 — — 684 2,08¢ 2,77C 10¢ Jar-04
Riverside CA 2,73¢ 1,07¢ 4,047 — 39 — — 1,07t 4,081 5,15¢ 142 Aug-04
Merrimack NH 3,75z 754 3,29¢ — 34 63 27¢ 817 3,61z 4,42¢ 294 Apr-99
Manteca CA 1,51¢ 84¢ 2,54% — 26 — — 84¢ 2,56¢ 3,415 131 Jar-04
Mesa AZ 1,53¢ 84¢ 2,547 — 26 — — 84¢ 2,57 3,422 92 Aug-04
Gurnee IL — 1,37¢ — — — 1,37¢ — 1,37¢ —
San Bernardino (De\ CA 1,552 75C — — — — — 75C — 75C —
Worcester/Arara MA — 1,35( — — — — — 1,35( — 1,35( —



Belmont CA — 3,50(¢ — — — — — 3,50( — 3,50(¢ —

Antelope CA — 1,52¢ — — — — — 1,52¢ — 1,52¢ —
LA Central Ave CA — 2,20 — — — — — 2,20( — 2,20 —
LA Pico/Union CA — 3,07t — — — — — 3,07t — 3,07t —
Thousand Oaks—
Kaufman JV CA — 4,50( — — — — — 4,50( — 4,50( —
Santa Clari CA — 4,75(C — — — — — 4,75( — 4,75(C —
Edgewooc MD — 1,00( — — — — — 1,00( — 1,00( —
Miscellaneous othe — 84¢ 2,202 — 79& — — 84¢ 2,997 3,84¢ 222
Construction in progres — — — — 10,71¢ — — — 10,71¢ 10,71¢ —
Intangible-In-place
leases & relationshif — — 25,57¢ — — — — — 25,57¢ 25,57¢ 14,74(
$747,19: $301,83: $ 933,71¢$ —$ 2383% 3,05¢ $ 8,48: $304,89: $ 966,03¢$1,270,93'$ 58,25:

1) Land and building adjustments relate to the acuisif joint venture partners interest
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Activity in real estate facilities duringe years ended December 31, 2005, 2004 and 2@83ddlows:

Operating facilities
Balance at beginning of ye
Acquisitions
Improvement:
Transfers from construction in progre
Dispositions and othe

Balance at end of ye:

Accumulated depreciatiol
Balance at beginning of ye
Depreciation expens
Dispositions and othe

Balance at end of ye:
Construction in progres
Balance at beginning of ye
Current developmet
Transfers to operating facilitie
Dispositions and othe
Balance at end of ye:

Net real estate asse

2005 2004 2003
$ 723270 $ 286,71 $ 241,79
521,51 424,73 —
3,977 3,28¢ 47z
11,44¢ 8,547 52,75:
— — (8,305)
$  1,26021 $ 723270 $ 286,71
$ 28,33¢ $ 12,28 $ 7,15(
29,91 12,45t 5,837
— 3,601 (703
$ 58,25 $ 28,33¢ $ 12,28«
$ 1,96: $ 79,94 $ 71,76
22,008 19,48’ 65,44(
(11,449 (8,547) (52,759
(1,800) (88,927 (4,51¢)
$ 10,71¢ $ 1,960 $ 79,94(
$ 121267 $ 696,89 $ 354,37
| | |

The aggregate cost of real estate for fé@eral income tax purposes is $1,260,211.
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Item 9. Changes in and Disagreements with Accotants on Accounting and Financial Disclosure

As previously reported in our report oniR@K filed with the Securities and Exchange CommissiarApril 22, 2005, on April 18, 200
we dismissed our auditors, PricewaterhouseCoopfdpsand appointed Ernst & Young LLP as our new ireaefent auditors, effective
April 19, 2005.

Item 9A. Controls and Procedures
(i) Disclosure Controls and Procedures

We maintain disclosure controls and procesltio ensure that information required to be dsadl in the reports we file pursuant to the
Exchange Act are recorded, processed, summarizeceported within the time periods specified in thies and forms of the Securities and
Exchange Commission, and that such informatiordsimulated and communicated to our managementidimgj our Chief Executive Officer
and Chief Financial Officer, as appropriate, towltimely decisions regarding required disclosuasdnl on the definition of "disclosure
controls and procedures” in Rules 13a-15(e) ofSbeurities Exchange Act of 1934, as amended. ligieg and evaluating the disclosure
controls and procedures, management recognizeanlyatontrols and procedures, no mater how welpdes and operated, can only provic
reasonable assurance of achieving the desiredotatijectives, and in reaching a reasonable lefzafsurance, management necessarily was
required to apply its judgment in evaluating thetdoenefit relationship of possible controls andcadures.

We have formed a disclosure committee ithegsponsible for considering the materialityrdbrmation and determining the disclosure
obligations of the Company on a timely basis. Tiseldsure committee reports directly to our Chigé&utive Officer and Chief Financial
Officer.

We carried out an evaluation, under theestipion and with the participation of managemertluding the Chief Executive Officer and
the Chief Financial Officer, of the effectivene$ghe design and operation of our disclosure cdstmad procedures as of the end of the period
covered by this Annual Report. Based upon thatuatin, our Chief Executive Officer and Chief Finaah Officer concluded that our
disclosure controls and procedures were effectivef ahe end of the period covered by this report.

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

Our management is responsible for estahlishnd maintaining adequate internal control diremcial reporting as defined in Exchange
Act Rules 13at5(f). Under the supervision and with the partitiga of our management, including our principal @xéve officer and principz
financial officer, we conducted an evaluation of #ffectiveness of our internal control over finahceporting based on the framework in
Internal Control—Integrated Framework issued byGloenmittee of Sponsoring Organizations of the TweadCommission.

Based on our evaluation, our managemertladad that our internal controls over financigioging were effective as of December 31,
2005. We excluded from our assessment the inteordtols over financial reporting relating to thegaisition of Storage USA ("SUSA"),
which was acquired on July 14, 2005. SUSA accoufaed1.5% of our consolidated total assets asexdfdnber 31, 2005 and 18.3% of our
consolidated total revenue for the year ended Dbeeil, 2005.

Because of its inherent limitations, inedroontrol over financial reporting may not preventletect misstatements. Projections of any
evaluation of effectiveness to future periods atgect to the
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risk that controls may become inadequate becauskarfges in conditions, or that the degree of c@npé with the policies or procedures n
deteriorate.

Our management's assessment of the efé@ess of our internal control over financial repgrtas of December 31, 2005 has been au
by Ernst & Young LLP, an independent registeredlipidrcounting firm, as stated in their report whis included herein.

(b) Attestation Report of the Registered Public Acounting Firm
Report of Independent Registered Public Accountingrirm
The Board of Directors and Stockholders of ExtracgpStorage, Inc.

We have audited management's assessmentjéd in the accompanying Management's Reponhtamrial Control over Financial
Reporting, that Extra Space Storage, Inc. (the "amg") maintained effective internal control ovierahcial reporting as of December 31,
2005, based on criteria established in Internalt@bn-Integrated Framework issued by the CommitteBponsoring Organizations of the
Treadway Commission (the COSO criteria). The Comgjsamanagement is responsible for maintaining &ffednternal control over financial
reporting and for its assessment of the effectiserd internal control over financial reporting.r@asponsibility is to express an opinion on
management's assessment and an opinion on théwffexss of the Company's internal control oveatfitial reporting based on our audit.

We conducted our audit in accordance withstandards of the Public Company Accounting Qgkt8oard (United States). Those
standards require that we plan and perform thet amidbtain reasonable assurance about whethetiefenternal control over financial
reporting was maintained in all material respe®tsr audit included obtaining an understanding térimal control over financial reporting,
evaluating management's assessment, testing ahating the design and operating effectivenessteirnal control, and performing such of
procedures as we considered necessary in the ctanoes. We believe that our audit provides a redde basis for our opinion.

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

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

As indicated in the accompanying Managetad®¢port on Internal Control over Financial Rejpgrtmanagement's assessment of and
conclusion on the effectiveness of internal contradr financial reporting did not include the imtak controls of Storage USA, which is
included in the December 31, 2005 consolidatedhfifed statements of the Company and constituteB8bf total assets as of December 31,
2005 and 18.3% of total revenue for the year theted. Management did not assess the effectivefi@semal control over financial reportil
at this entity as Storage USA
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was acquired on July 14, 2005. Our audit of intecoatrol over financial reporting of the Compangaadid not include an evaluation of the
internal control over financial reporting of Stoead SA.

In our opinion, management's assessmentitbaCompany maintained effective internal contnagr financial reporting as of
December 31, 2005, is fairly stated, in all mateeapects, based on the COSO criteria. Also, mopinion, the Company maintained, in all
material respects, effective internal control ofieancial reporting as of December 31, 2005, basethe COSO criteria.

We also have audited, in accordance wighstndards of the Public Company Accounting Ogatdoard (United States), the
consolidated balance sheet as of December 31, 2005he related consolidated statement of opestiedeemable units and members' and
stockholders' equity, and cash flows for the yemteel December 31, 2005 of Extra Space Storageamhucour report dated March 9, 2006
expressed an unqualified opinion thereon.

/sl Ernst & Young LLP
Salt Lake City, Utah
March 9, 2006

(c) Changes in Internal Control over Financial Rporting

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

In July 2005, we acquired SUSA, and assalt®f this acquisition, we have undertaken agevdf SUSA's internal controls and intend to
make changes, if necessary, that we belive to peoppate to those controls as we integrate thénbss with ours. As we further integrate
SUSA's business, we will continue to review theternal controls and make further steps to enswaetheir internal controls are effective and
integrated appropriately.

Item 9B. Other Information
None.
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PART Il
Item 10. Directors and Executive Officers of th&Registrants

Some of the information required by thénitis incorporated by reference to the informasienforth under the captions "ltem Election
of Directors," "Executive Officers," "Informatiorbaut the Board of Directors and its Committeesd &ection 16(a) Beneficial Ownership
Reporting Compliance" in our definitive Proxy Staent to be filed with the Securities and Exchangen@®ission pursuant to Regulation 14A
within 120 days after December 31, 2005.

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

The Board of Directors has adopted Corgo@&dvernance Guidelines and charters for our ADdihmittee and Compensation,
Nominating and Governance Committee, each of wisigfosted on our website at the address and locagiecified above. Investors m
obtain a free copy of the Code of Business EthiesCorporate Governance Guidelines or the comenditarters by contacting the Investor
Relations Department at 2795 East Cottonwood Park#aite 400, Salt Lake City, Utah 84121, Attn: &snOverturf or by telephoning
(801) 562-5556.

Item 11. Executive Compensation

Information with respect to executive comgegtion is incorporated by reference to informatiader the caption "Executive
Compensation” in our definitive Proxy Statemenbédfiled with the Securities and Exchange Commispiarsuant to Regulation 14A within
120 days after December 31, 2005.

Item 12. Security Ownership of Certain BeneficibkOwners and Management

The information with respect to securityr@sship of certain beneficial owners and manageiisentorporated by reference to the sec
of our definitive Proxy Statement under the captitequity Compensation Plan Information” to bedilgith the Securities and Exchange
Commission pursuant to Regulation 14Aa within 1a@<dafter December 31, 2005.

Item 13. Certain Relationships and Related Trarections

The information with respect to certairatenship and related transactions is incorporbteceference under the caption "Certain
Relationships and Related Transactions" in our yP&tatement to be filed with the Securities andHaxge Commission pursuant to
Regulation 14A within 120 days after December 3N

Item 14. Principal Accountant Fees and Services

The information with respect to principatauntant fees and services is incorporated byareée under the caption "Audit Committee" in
our Proxy Statement to be filed with the Securitied Exchange Commission pursuant to Regulationvidi#in 120 days after December 31,
2005.

93




Item 15.

Exhibit
Number

@

PART IV

Exhibits and Financial Statement Schedes

Documents filed as part of this repc

(1) and (2). All Financial Statements and FinahStatement Schedules filed as part of this 18agual Report are included in Item
8—"Financial Statements and Supplementary Dat#tiefl0-K Annual Report and reference is made tbere

(3) The following documents are filed or incorgied by references as exhibits to this report:

Description

1.1 Underwriting Agreement dated December 6, 2005 fipaated by reference from Exhibit 1.1 of Form 8iid on
December 7, 2005
2.1  Purchase and Sale Agreement, dated May 5, 200Bdwgrmong Security Capital Self Storage Incorporadsdseller and
Extra Space Storage LLC, PRISA Self Storage LLOS2RI Self Storage LLC, PRISA Il Self Storage LL.@RS Self
Storage LLC, WCOT Self Storage LLC and Extra Sgaimeage LP, as purchaser parties and The Prudémialance
Company of America (incorporated by reference fixhibit 2.1 of Form -K filed on May 11, 2005)
3.1 Amended and Restated Articles of Incorporation xif& Space Storage Inc.(
3.2  Bylaws of Extra Space Storage Inc.
3.3 Amended and Restated Agreement of Limited PartiedfiExtra Space Storage LP.|
3.4  Declaration of Trust of ESS Holdings Business Tiu(4)
3.5 Declaration of Trust of ESS Holdings Business Ttluét)
4.1  Junior Subordinated Indenture dated as of July2@@5, between Extra Space Storage LP and JPMorgase@ank,
National Association, as trustee (incorporateddfgrence from Exhibit 4.1 of Forn-K filed on August 2, 2005
4.2  Amended and Restated Trust Agreement, dated agyo?d, 2005, among Extra Space Storage LP, assitepand
JPMorgan Chase Bank, National Association, as prppeistee, Chase Bank USA, National AssociatambDelaware
trustee, the Administrative Trustees named theanththe holders of undivided beneficial intereghim assets of ESS
Statutory Trust Il (incorporated by reference fréxhibit 4.2 of Form -K filed on August 2, 2005
4.3 Form of Junior Subordinated Note—included in Ext¥bi hereto (incorporated by reference from Extt®2 of Form 8-K
filed on August 2, 2005
4.4  Form of Trust Preferred Security Certificate—inaddn Exhibit 4.2 hereto (incorporated by referefioen Exhibit 4.2 of
Form &K filed on August 2, 2005
10.1  Registration Rights Agreement, by and among Expac8 Storage Inc. and the parties listed on Schddbereto.(1
10.z  License between Centershift Inc. and Extra Spaceage LP.(1
10.2  Loan Agreement, dated as of March 8, 2004, by ateiden General Electric Capital Corporation andd&Space Properti
Eight LLC.(1)
10.£  Loan Agreement, dated as of March 8, 2004, by ateiden General Electric Capital Corporation andd&Space Properti
Three LLC.(2)
94
10.E  Loan Agreement, dated as of March 8, 2004, by atahden General Electric Capital Corporation andd&®$pace of New

Jersey, L.L.C.(1



10.€  Loan Agreement, dated as of May 4, 2004, by anddt Extra Space of Northborough LLC, Extra Spdd&/loittier LLC,
Extra Space of Stockton LLC, Extra Space of WeymdutC, and Extra Space of Lynn LLC, and Bank of Aioa, N.A.(1)
10.7 Loan Agreement, dated as of May 4, 2004, by anddmt Extra Space Properties Ten LLC and Bank of igaeN.A.(1)
10.¢  Loan Agreement, dated as of May 4, 2004, by anddxt Extra Space of Raynham LLC, Extra Space ofd3tywn LLC,
Extra Space of Glen Rock LLC, Extra Space of Famt@ne LLC, and Extra Space of Merrimack LLC, andiBaf
America, N.A.(1)
10.¢ 2004 Lon¢-Term Compensation Incentive Plan.
10.1C  Extra Space Storage Performance Bonus Pla
10.11  Employment Agreement, dated July 27, 2004, by a&td/den Extra Space Storage Inc. and Kenneth M. M4o(l)
10.1z  Employment Agreement, dated July 27, 2004, by atdiéen Extra Space Storage Inc. and Kent W. Cheste (1
10.1:  Employment Agreement, dated July 27, 2004, by atdiden Extra Space Storage Inc. and Charles LnAdlg
10.1¢  Form of 2004 Long Term Incentive Compensation Ration Award Agreement for Employees with employmen
agreements. (Incorporated by reference from Extibit4 of Form 1-K filed on March 15, 2005
10.1¢  Form of 2004 Long Term Incentive Compensation Ration Award Agreement for employees without empieyt
agreements. (Incorporated by reference from Extibit5 of Form 1-K filed on March 15, 2005
10.1¢  Form of 2004 Non-Employee Directors Share Plan @pfiward Agreement for Directors. (Incorporatedréference from
Exhibit 10.16 of Form 1-K filed on March 15, 2005
10.17  Joint Venture Agreement, dated June 1, 2004, bybahsleen Extra Space Storage LLC and Prudentialn€ial, Inc.(1)
10.1¢  Purchase Agreement, by and between Extra Spacagétbt C and Fidelity Management Trust Company
10.1¢  Membership Interest Purchase Agreement, dated 2pyi2004, by and between Extra Space Storage IndCStrategic
Performance Fur-Il, Inc.(1)
10.2C  Promissory Note dated April 28, 2004 from Extra @p8torage payable to Strategic Performance-Il, Inc.(1)
10.21  Purchase and Sale Agreement, by and between EpaeeStorage LLC and Extra Space West One LL(
10.2:  Extra Space Storage N-Employee Director Plan.(:
10.2¢  Purchase Agreement, dated June 20, 2005, among §péce Storage Inc. and the investors named nh@meorporated by
reference from Exhibit 10.1 of Forn-K filed on June 24, 2005
95
10.2¢  Registration Rights Agreement, dated June 20, 28@®ng Extra Space Storage Inc. and the investoned therein
(incorporated by reference from Exhibit 10.1 of fadi-K filed on June 24, 2005
10.25  Purchase Agreements, dated as of July 27, 2005 gxtra Space Storage LP, ESS Statutory Trusinidl the Purchaser
named therein (incorporated by reference from Exhik.1 of Form -K filed on August 2, 2005
10.2¢  Purchase Agreements, dated as of July 27, 2005 giExtra Space Storage LP, ESS Statutory Trusinidl the Purchaser
named therein (incorporated by reference from Exhik.1 of Form -K filed on August 2, 2005
14.C  Code of Business Conduct and Ethics (incorporayeterence from our Annual Report on Form 10-Kdilon March 15,
2005).
16.1  PWC's letter to the SEC on the Changes in Regi&r@ertifying Accountant (incorporated by referefiom Exhibit 16.1 ¢
Form &K filed on April 22, 2005)
21.1  Subsidiaries of the Company(



23.1  Consent of Ernst & Young LL

23.z  Consent of PricewaterhouseCoopers |

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

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

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

Date: March 13, 200 EXTRA SPACE STORAGE INC

By: /s/ KENNETH M. WOOLLEY

Kenneth M. Woolley
Chairman and Chief Executive Offic

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

Date: March 13, 2006 By: /s/ KENNETH M. WOOLLEY

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

Date: March 13, 2006 By: /s/ KENT W. CHRISTENSEN

Kent W. Christensen
Senior Vice President and Chief Financial
Officer (Principal Financial Officer’

Date: March 13, 2006 By: /s/ P.SCOTT STUBBS

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

Date: March 13, 2006 By: /s/ ANTHONY FANTICOLA

Anthony Fanticola
Director

Date: March 13, 2006 By: /s/ SPENCER F. KIRK

Spencer F. Kirk
Director

Date: March 13, 2006 By: /s/ ROGER B. PORTER

Roger B. Porter
Director

Date: March 13, 2006 By: /s/ K.FRED SKOUSEN

K. Fred Skousen
Director
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Exhibit 23.1

Consent of Ernst & Young LLP

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by refeecincthe Registration Statement (Form S-8 No. 33@#42) pertaining to the 2004 Non-
Employee Directors' Share Plan and 2004 Long Tewaritive Compensation Plan of Extra Space Stomageahd in the Registration
Statements (Form S-3 Nos. 333-128504, 333-1289d@@BaR-128988) of Extra Space Storage Inc. anderretated Prospectuses of our reports
dated March 9, 2006, with respect to the consdidifihancial statements and schedule of Extra SBturage Inc., Extra Space Storage Inc.
management's assessment of the effectivenessafdhcontrol over financial reporting, and thesefiveness of internal control over financial
reporting of Extra Space Storage Inc., includethisa Annual Report (Form 10-K) for the year endezt®mber 31, 2005.

/sl Ernst & Young LLP

Salt Lake City, Utah
March 9, 2006
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Exhibit 23.2

Consent of PricewaterhouseCoopers LLP

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporationdfgrence in the Registration Statements on ForidgNgs. 333-128504, 333-128970 and 333-
128988) and on Form S-8 (No. 333-126742) of Expracg Storage Inc. of our report dated March 10526fating to the financial statements
as of December 31, 2004 and for each of the twesyieahe period ended December 31, 2004 whichagga this Form 10-K.

/sl PricewaterhouseCoopers LLP
Salt Lake City, Utah
March 9, 2006
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Exhibit 31.1

CERTIFICATION PURSUANT TO RULE 13A-15 OF THE SECURI TIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Kenneth M. Woolley, certify that:

1) | have reviewed this annual report on Form 10-KExftra Space Storage Inc.;

2) Based on my knowledge, this annual report doesamtiain any untrue statement of a material factoit to state a material fg
necessary to make the statements made, in ligheafircumstances under which such statements wade, not misleading
with respect to the period covered by this report;

3) Based on my knowledge, the financial statement$,adimer financial information included in this repdairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented
in this annual report;

4) The registrant's other certifying officer and | a@sponsible for establishing and maintaining disate controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogtias defined in Exchange
Act Rules 13a-15 (f) and 15d-15(f)) for the registrand have:

€) designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entiti@stipularly during the period in which this repa&teing prepared;

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

(c) evaluated the effectiveness of the registrant'sralsnand procedures and presented in this report@nclusions about
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on su
evaluation; and

(d) disclosed in this report any change in the regissanternal control over financial reporting tloatturred during the
registrant's most recent fiscal quarter (the regigs fourth fiscal quarter in the case of an ahregort) that has
materially affected, or is reasonably likely to evélly affect, the registrant's internal contrgko financial reporting.

5) The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiornteyhal control over financi
reporting, to the registrant's auditors and thataumnmittee 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 affectrbgistrant's ability to record, process, summagize report financial
information; and

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

Date: March 13, 2006

By: /sIKENNETH M. WOOLLEY

Name: Kenneth M. Woolley
Title: Chairman of the Board and Chief Executive Of
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Exhibit 31.2

CERTIFICATION PURSUANT TO RULE 13A-15 OF THE SECURI TIES
EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Kent W. Christensen, certify that:

1)

2)

3)

4)

5)

| have reviewed this annual report on Form 10-lExtra Space Storage Inc.;

Based on my knowledge, this annual report doesamtiain any untrue statement of a material factoit to state a material fg
necessary to make the statements made, in ligheafircumstances under which such statements wade, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statement$,adimer financial information included in this repdairly present in all
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented
in this annual report;

The registrant's other certifying officer and | a@sponsible for establishing and maintaining disate controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogtias defined in exchange
Act rules 13a-15(f) and 15d-15(f))for the registrand have:

€) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned und
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entiti@stipularly during the period in which this repa&teing prepared;

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

(c) evaluated the effectiveness of the registrant'sralsnand procedures and presented in this report@nclusions about
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on su
evaluation; and

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting tloaturred during the
registrant's most recent fiscal quarter (the regigs fourth fiscal quarter in the case of an ahregort) that has
materially affected, or is reasonably likely to evélly affect, the registrant's internal contreko financial reporting.

The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiornteyhal control over financi
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@spersons performing the
equivalent functions):

€) All significant deficiencies and material weaknessethe design or operation of internal contraéiofimancial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summagize report financial
information; and

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

Date: March 13, 2006

By: /SIKENT W. CHRISTENSEN

Name: Kent W. Christense
Title: Senior Vice President and Chief Financial Offi
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Exhibit 32

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Kenneth M. Woolley, Chief Executive Q@fdir of Extra Space Storage Inc. (the "Company'tglnecertify as of the date hereof, purst
to 18 U.S.C. Section 1350, as adopted pursuanedtidh 906 of the Sarbanes-Oxley Act of 2002, thatAnnual Report of the Company on
Form 10-K for the year ended December 31, 2005"¢hem 10-K") fully complies with the requiremerdgé Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as amended, atdrtformation contained in the Form 10-K fairlyepents, in all material respects, the
financial condition and results of operations af @ompany.

By: /SI KENNETH M. WOOLLEY
Name: Kenneth M. Woolley
Dated: March 13, 200 Title: Chairman of the Board and Chief Executive Offi

I, Kent W. Christensen, the Chief Finan€¥flicer of the Company, hereby certify as of tleedhereof, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9@G&darbanes-Oxley Act of 2002, that the AnnugdRieof the Company on Form 10-K for
the year ended December 31, 2005 fully complieh thie requirements of Section 13(a) or 15(d) ofSkeurities Exchange Act of 1934, as
amended, and that information contained in the FHOH{ fairly presents in all material respects the ficial condition and results of operati
of the Company.

By: IS/ KENT W. CHRISTENSEL"

Name: Kent W. Christense
Dated: March 13, 200 Title: Senior Vice President and Chief Financial Offi
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