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STATEMENT ON FORWARD-LOOKING INFORMATION

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

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

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

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

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

« the effect of competition from new self-storagelfaes or other storage alternatives, which cocédise rents and occupancy rates to
decling;

« potential liability for uninsured losses and enwm@ental contamination;

« difficulties in our ability to evaluate, financeamtegrate acquired and developed propertiesantaexisting operations and to lease
up those properties, which could adversely affectppofitability;

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

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

« delays in the development and construction proeesich could adversely affect our profitability;dan
« economic uncertainty due to the impact of war aiotesm, which could adversely affect our businglss.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

Assets:
Real estate asse
Net operating real estate ass
Real estate under development
Net real estate assets

Investments in real estate ventu
Cash and cash equivalel
Investments available for se
Restricted cas

Extra Space Storage Inc.

Condensed Consolidated Balance Sheets

(in thousands, except share data)

Receivables from related parties and affiliated estate joint venture

Other assets, net
Total assets

Liabilities, Minority Interests, and Stockholders’ Equity:

Notes payabli

Notes payable to trus
Exchangeable senior not
Line of credit

Accounts payable and accrued expet

Other liabilities
Total liabilities

Minority interest represented by Preferred OpegaRartnership units, net of $100,000 note

receivable

Minority interest in Operating Partnership and ottménority interest:

Commitments and contingenci

Stockholder equity:

Preferred stock, $0.01 par value, 50,000,000 staarwrized, no shares issued or outstan
Common stock, $0.01 par value, 300,000,000 shartee@azed, 82,370,640 and 65,784,27.

shares issued and outstanding at September 30,a2@0Becember 31, 2007, respectiv

Paic-in capital
Other comprehensive deficit
Accumulated deficit

Total stockholders’ equity

Total liabilities, minority interests, and stocktets’ equity

September 30, 200:

December 31, 200°

(unaudited)
$ 1,856,80' $ 1,791,37
48,44 49,94¢
1,905,25! 1,841,32.
139,34! 95,16¢
112,07¢ 17,371
— 21,81:
38,26¢ 34,44¢
11,59 7,38¢
37,15 36,56(
$ 2,243,681 $ 2,054,07!
$ 930,08¢ $ 950,18:
119,59( 119,59(
250,00( 250,00(
36,48¢ 31,34¢
18,85 18,05¢
1,355,01! 1,369,17.
28,82¢ 30,04:
30,69¢ 34,94
824 65€
1,063,41. 826,02¢
— (1,415
(235,09)) (205,349)
829,14: 619,92:
$ 2,243,68 $ 2,054,07

See accompanying notes to unaudited condensedlitiated financial statements.
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Extra Space Storage Inc.
Condensed Consolidated Statements of Operations

(in thousands, except share data)
(unaudited)

Revenues:
Property renta
Management and franchise fe
Tenant reinsuranc
Other income
Total revenues

Expenses:
Property operation
Tenant reinsuranc
Unrecovered development and acquisition ¢
General and administrati\
Depreciation and amortization
Total expenses

Income before interest, equity in earnings of estte ventures,
loss on sale of investments available for salefelfied Operating

Partnership units and minority intere

Interest expense

Interest incom

Interest income on note receivable from Preferrpdr@ting
Partnership unit holde

Equity in earnings of real estate ventu

Loss on sale of investments available for sale

Fair value adjustment of obligation associated Witeferred
Operating Partnership uni

Minority interest - Operating Partnership

Minority interests - other

Net income

Fixed distribution paid to Preferred Operating Rarship unit
holder

Net income attributable to common stockholder:

Net income per common she
Basic
Diluted

Weighted average number of shs
Basic
Diluted

Cash dividends paid per common shar

Three months ended September 3( Nine months ended September 3(
2008 2007 2008 2007

$ 59,997 % 55,20¢ $ 174,90¢ $ 149,83
5,417 5,16¢ 15,831 15,52(

4,26t 3,027 11,72 7,85¢

16¢€ 421 425 942

69,84¢ 63,82¢ 202,89: 174,15.

21,36 19,60 62,871 53,85¢

1,42¢ 1,397 3,95¢ 3,587

39 184 1,631 59z

10,31¢ 9,32¢ 30,56¢ 27,53¢

12,35¢ 10,59¢ 35,63 28,511

45,50¢ 41,11: 134,66. 114,08t

24,34: 22,71¢ 68,23( 60,06¢
(15,909) (16,079 (48,220 (44,917)

1,28( 1,821 2,57¢ 6,937

1,213 1,28( 3,63¢ 1,28(

2,01t 1,304 4,61(C 3,69:¢

— — (1,415 —

— 1,054 — 1,054
(76€) (86<) (1,899 (1,769

147 113 403 153

$ 12,327 $ 11,33¢  $ 27,92¢ % 26,50
— (1,510 — (1,510

$ 12,327 $ 9,826 $ 27,92¢ % 24,99
$ 0.1t $ 0.1t $ 03¢ $ 0.3¢
$ 0.1t $ 0.1t $ 0.3t $ 0.3¢
81,736,98 64,901,24 73,668,70 64,461,35
87,263,01 70,567,07 79,226,23 69,702,83

$ 0.2t $ 0.2: $ 0.7t $ 0.6¢

See accompanying notes to unaudited condensedlitated financial statements.
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Balances at December 31, 20(

Issuance of common stock upon the
exercise of option

Restricted stock grants issu

Restricted stock grants cancelled

Compensation expense related to st
based award

Conversion of Contingent Conversion
Shares to common sto

Issuance of common stock, net of
offering costs

Comprehensive incom

Net income

Loss on sale of investments available
for sale

Total comprehensive income

Tax benefit from exercise of common
stock options

Dividends paid on common stock at
$0.75 per shar

Balances at September 30, 20(

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

(unaudited)
Accumulated
Other Total
Common Stock Paid-in Comprehensive Accumulated Stockholders’

Shares Par Value Capital Deficit Deficit Equity
65,784,227 $ 65¢ $ 826,02t $ (1,415 $ (205,349 $ 619,92
146,79! 1 1,91¢ — — 1,917
358,13 4 — — — 4
(4,760 — — — — —
— — 2,80¢ — — 2,80¢
1,136,19. 11 — — — 11
14,950,00 15C 232,56¢ — — 232,71¢
— — — — 27,92¢ 27,92¢
_ — — 1,41F — 1,41¢
29,34:
— — 97 — — 97
_ — — = (57,67 (57,679
82,370,64 $ 824 $ 106341 $ — $ (235,09) $ 829,14.

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

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation and amortizatic
Amortization of deferred financing cos
Fair value adjustment of obligation associated \witeferred Operating Partnership ul
Loss on sale of investments available for
Stock compensation exper
Income allocated to minority interes
Distributions from real estate ventures in excdssaonings
Changes in operating assets and liabilit
Receivables from related parti
Other asset
Accounts payable and accrued expet
Other liabilities
Net cash provided by operating activities

Cash flows from investing activities:
Acquisition of real estate assi
Development and construction of real estate a
Proceeds from sale of real estate as
Investments in real estate ventu
Return of investment in real estate ventt
Net proceeds from sale of (purchases of) investsnavdilable for sal
Change in restricted ca
Purchase of equipment and fixtures
Net cash used in investing activities

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

Nine months ended September 3l

2008 2007
$ 27,92¢ $ 26,50:
35,63 28,51
2,64( 2,457
— (1,052
1,41F —
2,80¢ 1,611
1,49( 1,61¢
4,001 3,45¢
(4,47%) 4,83¢
(3,067) 5,04¢
5,13¢ 8,241
882 (2,379
74,39 78,85:
(55,605) (144,34)
(42,12¢) (31,499
34¢ 1,99¢
(48,94) (4,769)
764 —
21,81 (49,200)
(3,816) 7,64(
(1,369) (838)
(128,93) (221,00)
— 250,00
4,06: 50,10:
(24,09) (31,139
(740) (7,740
— (100,00)
1,17¢ —
— (775
232,71t —
1,917 1,33¢
(57,67 (44,219
(8,127) (4,389)
149,24 113,18
94,60¢ (28,97)
17,37 70,80
$ 112,07¢ $ 41,83
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Nine months ended September 3|

2008 2007
Supplemental schedule of cash flow informatiol
Interest paid, net of amounts capitali: $ 44,98t $ 37,75¢
Supplemental schedule of noncash investing and finaing activities:
Acquisitions:
Real estate asse $ — $ 190,18!
Notes payable acquire — (54,350)
Preferred Operating Partnership units issued asideration — (131,499
Investment in real estate ventu — (502)
Minority interest in Operating Partnerst — (3,839

See accompanying notes to unaudited condensedlitiated financial statements.
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Extra Space Storage Inc.
Notes to Condensed Consolidated Financial Statemenfunaudited)
Amounts in thousands, except property and share dat

1. ORGANIZATION

Extra Space Storage Inc. (the “Company”) is a adifiinistered and self-managed real estate investmesh (“REIT”), formed as a Marylar
corporation on April 30, 2004 to own, operate, nggnacquire and develop self-storage facilitiestied throughout the United States. The
Company continues the business of Extra Spaced&tdiaC and its subsidiaries, which had engagetiénself-storage business since 1977.
The Company’s interest in its properties is heldtigh its operating partnership, Extra Space Stwotdy(the “Operating Partnership”), which
was formed on May 5, 2004. The Company’s primasgetsare general partner and limited partner isteiia the Operating Partnership. This
structure is commonly referred to as an umbrelténgaship REIT, or UPREIT. The Company has eletteok taxed as a REIT under the
Internal Revenue Code of 1986, as amended (thertial Revenue Code”). To the extent the Companiirases to qualify as a REIT, it will
not be subject to tax, with certain limited excep$, on the taxable income that is distributedsatiockholders.

The Company invests in self-storage facilities bguaring or developing wholly-owned facilities oy bcquiring an equity interest in real
estate entities. At September 30, 2008, the Cognpad direct and indirect equity interests in 6tofage facilities located in 33 states and
Washington, D.C. In addition, the Company managjegroperties for franchisees and third partiesdimg the total number of properties
which it owns and/or manages to 684.

The Company operates in two distinct segmentgidperty management, acquisition and developmeiat2) rental operations. The
Company’s property management, acquisition andldpweent activities include managing, acquiring, @leping and selling self-storage
facilities. The rental operations activities inatuakntal operations of self-storage facilities. ditggle tenant accounts for more than 5% of
rental income.

2. BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetaxdial statements of the Company are presentédeoaccrual basis of accounting in
accordance with U.S. generally accepted accoumptimgiples (“GAAP”) for interim financial informatin and in accordance with the
instructions to Form 10-Q and Article 10 of RegigiatS-X. Accordingly, they may not include all dietinformation and footnotes required

by GAAP for complete financial statements. In tipin@n of management, all adjustments (includingma recurring accruals) considered
necessary for a fair presentation have been indludperating results for the three and nine moetited September 30, 2008 are not
necessarily indicative of results that may be etqubtor the year ended December 31, 2008. The CmedeConsolidated Balance Sheet as of
December 31, 2007 has been derived from the Congpangited financial statements as of that datedbaes not include all of the

information and footnotes required by GAAP for cdete financial statements. For further informatiefer to the consolidated financial
statements and footnotes thereto included in thegamy’s Annual Report on Form 10-K for the yeareah®ecember 31, 2007 as filed with
the Securities and Exchange Commission (“SEC”).

Reclassifications

Certain amounts in the 2007 financial statementissapporting note disclosures have been recladgieonform to the current year
presentation. Such reclassification did not impaeviously reported net income or accumulatedcdefi

Recently Issued Accounting Standards

In September 2006, the Financial Accounting Stassl&oard (“FASB”) issued Statement No. 157air Value Measurements(“FAS

157"). FAS 157 defines fair value, establishes guidelfnesneasuring fair value and expands disclosurgarténg fair value measuremen
FAS 157 applies under other accounting pronouncésieat require or permit fair value measuremeaans, does not require any new fair
value measurements. FAS 157 is effective for fiferstatements issued for fiscal years beginnftey &lovember 15, 2007 and interim
periods within those fiscal years. In February@G8e FASB issued FASB Statement of Position NiG-2, “Effective Date of FASB
Statement No. 157(the “FSP”). The FSP amends FAS 157 to delay tteetave date for FAS 157 for nonfinancial assetd aonfinancial
liabilities, except for items that are recognizedlisclosed at fair value in the financial statetsam a recurring basis. For items within that
scope, the FSP defers the effective date of FASdfigcal years beginning after November 15, 2808 interim periods within those fiscal
years. The Company adopted FAS 157 effective dsriy£008, except as it relates to nonfinanciaktsand liabilities that are r
recognized or disclosed at fair value in the finahstatements on a recurring basis as allowed ruhee~SP.

In February 2007, the FASB issued Statement No, ‘%% Fair Value Option for Financial Assets and Bircial Liabilities” ( “FAS 1597).
Under FAS 159, a company may elect to measurebldifinancial assets and financial liabilities ait fvalue.
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Unrealized gains and losses on items for whicHdhesalue option has been elected are reportedinings at each subsequent reporting
date. This statement is effective for fiscal ydagginning after November 15, 2007. The Comparptetl FAS 159 effective January 1,
2008, but did not elect to measure any additiomalrfcial assets or liabilities at fair value.

In December 2007, the FASB issued revised StatehMent41, “Business Combinationg*FAS 141(R)"). FAS 141(R) establishes
principles and requirements for how an acquirex business combination recognizes and measuresfinancial statements the assets
acquired and liabilities assumed. Generally, assequired and liabilities assumed in a transagtidirbe recorded at the acquisition-date fair
value with limited exceptions. FAS 141(R) will alshange the accounting treatment and disclosureeftain specific items in a business
combination. FAS 141(R) applies proactively toibhass combinations for which the acquisition dateri or after the beginning of the first
fiscal year beginning on or after December 15, 200Be Company will assess the impact of FAS 14if(R)d when future acquisitions
occur. However, the application of FAS 141(R) waébult in a significant change in accounting foquisitions after the effective date.

In December 2007, the FASB issued Statement Na."1I80n-controlling Interests in Consolidated Financ&htements — An Amendment of
ARB No. 5" (“FAS 160”). FAS 160 establishes new accountingd mporting standards for the noantrolling interest in a subsidiary and
the deconsolidation of a subsidiary. FAS 160 nexgua company to clearly identify and present oslmgrinterests in subsidiaries held by
parties other than the company in the consolidfiteahcial statements within the equity section $eparate from the company’s equity. FAS
160 also requires the amount of consolidated e attributable to the parent and to the non+abing interest to be clearly identified

and presented on the face of the consolidatedhsémiteof operations and requires changes in owneistérest to be accounted for similarly
as equity transactions. FAS 160 requires retre@etdoption of the presentation and disclosureirexpents for existing minority interests,
with all other requirements applied prospectivélyg.of September 30, 2008 and 2007, minority intsresthe accompanying consolidated
balance sheets were $59,524 and $64,982, resfgcliviese amounts will be recharacterized as nanroliing interests as a component of
equity when FAS 160 is adopted. FAS 160 is effector fiscal years beginning on or after Decenttigr2008.

In March 2008, the FASB issued Statement No. 1@listlosures about Derivative Instruments and Heddhativities,” an amendment of
FASB Statement No. 133Accounting for Derivative Instruments and HedgiAgtivities” (“FAS 161"). FAS 161 changes the disclosure
requirements for derivative instruments and hedgictyities. Entities are required to provide erdehdisclosures stating how and why an
entity uses derivative instruments; how derivathatruments and related hedged items are accotmtethder SFAS No. 133 and its related
interpretations; and how derivative instruments waldted hedged items affect an entity’s finanp@ition, financial performance and cash
flows. FAS 161 requires that objectives for usiegichtive instruments be disclosed in terms of wlydeg risk and accounting designation.
FAS 161 is effective for financial statements isbtar fiscal years and interim periods beginningaNovember 15, 2008, with early
application encouraged. FAS 161 also encourageddas not require comparative disclosures foiergukeriods at initial adoption. The
Company is currently evaluating whether the adoptibFAS 161 will have an impact on its financistements.

In December 2007, the SEC staff issued Staff ActingrBulletin (“SAB”) No. 110, which is effectiveahuary 1, 2008, and amends and
replaces SAB No. 107,Share-Based PaymeritSAB No. 110 expresses the views of the SEC seafarding the use of a “simplified”
method in developing an estimate of expected tdrfplain vanilla” share options in accordance WBRAS No. 123(R);Share-Based
Paymen” Under the “simplified” method, the expected terncadculated as the midpoint between the vesting datl the end of the
contractual term of the option. The use of the fHifired” method, which was first described in SABNLO7, was scheduled to expire on
December 31, 2007. SAB No. 110 extends the udeeofdsimplified” method for “plain vanilla” awards icertain situations. The SEC staff
does not expect the “simplified” method to be uaden sufficient information regarding exercise bébig such as historical exercise data or
exercise information from external sources, becoavedable. The adoption of SAB No. 110 did notéavsignificant effect on the
Company’s financial statements.

In May 2008, the FASB issued FASB Statement oftiRwsNo. APB 14-1, “Accounting for Convertible Debt Instruments ThatyNBe
Settled in Cash upon Conversion (Including ParGakh Settlement)(*FSP APB 14-1"). Under FSP APB 14-1, entitieshwibnvertible
debt instruments that may be settled entirely otiglly in cash upon conversion should separateboant for the liability and equity
components of the instrument in a manner thatetflthe issuer’'s economic interest cost. The efiEttie adoption of FSP APB 14-1 on the
Company'’s exchangeable senior notes is that thityatpmponent will be included in the paid-in-capisection of stockholdergquity on the
consolidated balance sheet and the value of thigyepmponent will be treated as original issuedist for purposes of accounting for the
debt component. The original issue discount wilab®ortized over the period of the debt as additioniarest expense. FSP APB 14will be
effective for fiscal years beginning after Decemb®y 2008, and for interim periods within thosedisyears, with retrospective application
required. The Company is currently evaluatingithpact that the adoption of FSP APB 14ill have on its financial statements, and exg
a significant increase in interest expense asdtres

In May 2008, the FASB issued FASB Statement No.(BAS 162"), “The Hierarchy of Generally Accept@dcounting Principles.” FAS
162 identifies the sources of accounting principlad the framework for selecting the principlesdisethe
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preparation of financial statements of nongovernalamtities that are presented in conformity vgémerally accepted accounting principles
in the United States. FAS 162 shall be effectivalégs following the SEC’s approval of the Publicn@g@ny Accounting Oversight Board
amendments to AU Section 411, “The Meaning of RreBairly in Conformity With Generally Accepted Amanting Principles.” The
Company does not believe the adoption will haveatenmil impact on its consolidated financial coieditor results of operations.

Fair Value Disclosures
Assets and Liabilities Measured at Fair Value oRecurring Basit

The following table provides information for eaclajor category of assets and liabilities that arasneed at fair value on a recurring basis:

Fair Value Measurements at Reporting Date Usin
Quoted Prices in

Active Markets for Significant Other Significant
Identical Assets Observable Inputs Unobservable Inputs
Description September 30, 200 (Level 1) (Level 2) (Level 3)
Notes payable associated with Swap Agreer (61,770 — — (61,770
Other assets (liabilities) - Swap Agreement 87 — — 87
Total $ (61,689 $ — 9 — 9 (61,689

Following is a reconciliation of the beginning agnding balances for the Company’s investments availfor sale, which were the
Company’s only material assets or liabilities thgt remeasured on a recurring basis using signfficaobservable inputs (Level 3):

Balance as of December 31, 2( $ 21,81
Total gains or losses (realized/unrealiz
Included in earning (1,415
Included in other comprehensive inco 1,41¢
Settlements received in cash (21,817
Balance as of September 30, 2008 $ —

Amount of total gains or losses for the periodiiied in earnings attributable to
change in unrealized gains or losses relatinggetastill held at September 30, 3
2008 N —

Assets and Liabilities Measured at Fair Value oNarecurring Basit

Long-lived assets held for use are evaluated fpainment when events or circumstances indicatetimay be impairment. When such an
event occurs, the Company compares the carryingeva these long-lived assets to the undiscountiad net operating cash flows
attributable to the assets. An impairment losed®rded if the net carrying value of the asseteeds the undiscounted future net operating
cash flows attributable to the asset. The impaitrtess recognized equals the excess of net carmaiue over the related fair value of the
asset. The Company has determined that no propwedympaired and therefore no impairment chargae wecorded during the three or r
months ended September 30, 2008 or 2007.

When real estate assets are identified as hekbfer the Company discontinues depreciating thetaasd estimates the fair value of the
assets, net of selling costs. If the estimatedviiue, net of selling costs, of the assets thaketeen identified as held for sale is less than t
net carrying value of the assets, then a valuatilovance is established. The operations of assdtfor sale or sold during the period are
presented as discontinued operations for all penwdsented. The Company did not have any pregestassified as held for sale at
September 30, 2008.

The Company assesses whether there are any indithb the value of its investments in unconsddidaeal estate ventures may be impe
when events or circumstances indicate there manbmpairment. An investment is impaired if then@any’s estimate of the fair value of
the investment is less than its carrying value.tieoextent impairment has occurred, and is consiti® be other-than-temporary, the loss is
measured as the excess of the carrying amountlo@dair value of the investment. No impairmerargfes were recognized for the three or
nine months ended September 30, 2008 or 2007.
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There were no impaired properties or investmentsigonsolidated real estate ventures or any réateeassets identified as held for sale
during the three or nine months ended Septembe2®B. Therefore, the Company did not make anyamnring fair value measurements
during the period.

3. NET INCOME PER SHARE

Basic earnings per common share is computed bygidiyinet income by the weighted average numbeowifnaon shares outstanding, less
non-vested restricted stock. Diluted earnings pemraon share measures the performance of the Congeanyhe reporting period while
giving effect to all potential common shares thatevdilutive and outstanding during the period. @erominator includes the number of
additional common shares that would have beenandsig if the potential common shares that wengtigié had been issued and is calcul
using either the treasury stock or if-convertedhudt Potential common shares are securities (ssioptéons, warrants, convertible debt,
Contingent Conversion Shares (“CCSs”"), Contingeamiv@rsion Units (“CCUs"), exchangeable Series AiBipating Redeemable Preferred
Operating Partnership units (“Preferred OP unissiyl exchangeable Operating Partnership units ("@8") that do not have a current right
to participate in earnings but could do so in titeife by virtue of their option or conversion right computing the dilutive effect of
convertible securities, net income is adjusteddb laack any changes in earnings in the period agedowith the convertible security. The
numerator also is adjusted for the effects of ahgionon-discretionary changes in income or loaswould result from the assumed
conversion of those potential common shares. Inpetimg diluted earnings per share, only potentehmon shares that are dilutive, or
reduce earnings per share, are included.

The Company’s Operating Partnership has $250,0@&adfangeable senior notes issued and outstarftihglso can potentially have a
dilutive effect on its earnings per share calcolai The exchangeable senior notes are exchandsabtdders into shares of the Company’s
common stock under certain circumstances per thestef the indenture governing the exchangeabl®santes. The exchangeable senior
notes are not exchangeable unless the price @ahgpany’s common stock is greater than or equaB6%6 of the applicable exchange price
for a specified period during a quarter, or unkesmsain other events occur. The exchange priceb2as18 per share at September 30, 2008,
and could change over time as described in theninde. The price of the Company’s common stocknitlexceed 130% of the exchange
price for the specified period of time during thed quarter of 2008; therefore holders of the exdeable senior notes may not elect to
convert them during the fourth quarter of 2008.

The Company has irrevocably agreed to pay only f@stihe accreted principal amount of the exchahbgesenior notes relative to its
exchange obligations, but has retained the rigbatisfy the exchange obligations in excess ohtfeeted principal amount in cash and/or
common stock. Though the Company has retainedititat FASB Statement No. 128 arnings per Sharg' (“FAS 128”) requires an
assumption that shares will be used to pay theasgs obligations in excess of the accreted priheipeunt, and requires that those shart
included in the Company'’s calculation of weightedrage common shares outstanding for the dilutetdregs per share computation. No
shares were included in the computation at SepteB8he2008 because there was no excess over thetegtprincipal for the period.

For the purposes of computing the diluted impactamings per share of the potential conversidreferred OP units into common shares,
where the Company has the option to redeem in@ashares as discussed in Note 15 and where th@&ugnhas stated the positive intent
and ability to settle at least $115,000 of therimsient in cash (or net settle a portion of the &refl OP units against the related outstanding
note receivable), only the amount of the instruniergxcess of $115,000 is considered in the cdiculaf shares contingently issuable for
purposes of computing diluted earnings per shasdlased by paragraph 29 of FAS 128.

For the three months ended September 30, 2008G0W @ptions to purchase 1,356,592 and 1,184,9a&skof common stock, and for the
nine months ended September 30, 2008 and 2008nspt purchase 903,180 and 256,506 shares of corstook, respectively, were
excluded from the computation of earnings per shartheir effect would have been anti-dilutive.
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The computation of net income per common share fellows:

Three Months Ended September 30, Nine Months Ended September 30,

2008 2007 2008 2007
Net income attributable to common stockholc $ 12,327 $ 9,82t $ 27,92¢ $ 24,99!

Add:

Income allocated to minority interest - OperatiragtRership 76€ 86¢ 1,89: 1,76¢
Net income for diluted computatio $ 13,097 $ 10,697 $ 29,82 $ 26,76
Weighted average common shares oustant

Average number of common shares outstan- basic 81,736,98 64,901,24 73,668,70 64,461,35

Operating Partnership uni 4,109,03 4,025,33. 4,109,03 4,025,33.

Preferred Operating Partnership ui 989,98( 961,83¢ 989,98 340,56:

Dilutive stock options, restricted stock and CCSICé&bnversions 427,01¢ 678,65¢ 458,52: 875,59:

Average number of common shares outstanding -edilut 87,263,01 70,567,07 79,226,23 69,702,83
Net income per common she

Basic $ 0.1t $ 0.1t $ 0.3t $ 0.3¢

Diluted $ 0.1t $ 0.1t $ 0.3t $ 0.3¢
4. REAL ESTATE ASSETS
The components of real estate assets are summasZetlows:

September 30, 200 December 31, 200°

Land- operating $ 434,82t $ 411,94t
Land- developmen 57,60¢ 52,67¢
Buildings and improvemen 1,494,64. 1,420,23!
Intangible asset- tenant relationshig 32,47 32,17:
Intangible lease rights 6,15( 6,15(
2,025,69 1,923,18:

Less: accumulated depreciation and amortization (168,88¢) (131,809
Net operating real estate assets 1,856,80! 1,791,37
Real estate under development 48,44 49,94¢
Net real estate assets $ 1,905,25 $ 1,841,322

On June 19, 2008, the Company sold an undevelop®elpof vacant land in Antelope, California fa took value of $340. There was no
gain or loss recognized on the sale.

5. PROPERTY ACQUISITIONS

The following table shows the Company’s acquisgiof operating properties for the nine months erfsisaptember 30, 2008, and does not
include purchases of raw land or improvements nta@sisting assets:

Net
Liabilities /
Number of Date of Total (Assets)
Property Location(s) Properties Acquisition Consideration Cash Paid Assumed Source of Acquisition
Maryland 1 9/17/08 $ 505 $ 504¢ $ 1 Unrelated third part
Florida 1 6/19/08 10,23¢ 10,31° (78) Unrelated third part
California 1 5/2/08 7,75¢ 7,744 15 Unrelated third part
Total 3 $ 2304t $ 2311 $ (62)
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6. INVESTMENTS IN REAL ESTATE VENTURES

Investments in real estate ventures consistededfoffowing:

Equity Excess Profit Investment balance ai
Ownership % Participation % September 30, 200 December 31, 200°
Extra Space West One LL“ESW”") 5% 40% $ 158: $ 1,80¢
Extra Space West Two LLCESW II") 5% 40% 4,90¢ 5,01¢
Extra Space Northern Properties Six, LL“ESNP<") 10% 35% 1,54(C 1,642
Extra Space of Santa Monica LL*ESSN") 41% 41% 5,31« 5,13¢
Clarendon Storage Associates Limited Partnership
(“Clarendor”) 50% 50% 3,35¢4 4,18¢
PRISA Self Storage LLC*PRISA") 2% 17% 12,52« 12,73:
PRISA Il Self Storage LLC*PRISA II") 2% 17% 10,52 10,60¢
PRISA 11l Self Storage LLC*PRISA I1I") 5% 20% 4,18¢ 4,40¢
VRS Self Storage LLC*VRS") 45% 9% 48,01¢ 4,51¢
WCOT Self Storage LLC*WCOT") 5% 20% 5,30¢ 5,211
Storage Portfolio I, LLC“SP ") 25% 40% 17,69¢ 18,56
Storage Portfolio Bravo II"SPB II") 20% 25-45% 14,29: 14,78¢
U-Storage de Mexico S.A. and related entities (“U-
Storag) 35-40% 35-40% 9,114 4,891
Other minority owned properties 1C-50% 1C-50% 992 1,66:
$ 139,34! $ 95,16¢

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

On July 1, 2008, the Company purchased an addit&h@% interest in VRS Self Storage LLC from Pmuiilel Real Estate Investors for cash
of $44,100, resulting in an increase in the Comfmiotal interest in the joint venture from 5.0%45.0%.

The components of equity in earnings of real estatdures consist of the following:

Three months ended September 3| Nine months ended September 3(

2008 2007 2008 2007

Equity in earnings of ES\V $ 33 % 411 $ 1,027 $ 1,10¢
Equity in earnings (losses) of ESW 12 — (50 —
Equity in earnings of ESNF 62 49 182 13€
Equity in earnings of Clarendc 33 10¢ 221 311
Equity in earnings of PRIS. 182 16€ 52€ 521
Equity in earnings of PRISA 154 152 451 43C
Equity in earnings of PRISA | 77 86 204 22C
Equity in earnings of VR: 64¢ 67 77¢ 19C
Equity in earnings of WCO' 78 77 22t 224
Equity in earnings of SP 33¢ 338 892 78t
Equity in earnings of SPB 14€ 18¢ 467 56C
Equity in earnings (losses) oi-Storage (18) (141 (139 (221)
Equity in earnings (losses) of other minority ownpedperties (8) (19%) (180) (56¢)

$ 2,01f 1,30¢ $ 4,61C $ 3,69¢

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

7. INVESTMENTS AVAILABLE FOR SALE

The Company accounts for its investments in debteayuity securities according to the provisionS$taftement of Financial Accounting
Standards (“SFAS”) No. 115,Accounting for Certain Investments in Debt and Bg8ecurities,'which requires securities classified as
“available for sale” to be stated at fair value jysiments to the fair value of available for saewsities are recorded as a component of other
comprehensive income. A decline in the marketevaiiequity securities below cost, that is deenoduaet other than temporary, results in a
reduction in the carrying amount to fair value.eTimpairment is charged to earnings and a newbasss for the security is established. The
Company’s investments available for sale have gdiyeronsisted of non mortgage-backed auctionsatarrities (“ARS”). ARS are

generally long-term debt instruments that providaitlity through a Dutch auction process that regle¢ applicable interest rate at pre-
determined calendar intervals, generally every @&d This mechanism allows existing investorsotimver their holdings and continue to
own their respective securities or liquidate thngilding by selling their securities at p
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Uncertainties in the credit markets had prevertteddompany and other investors from liquidatingrtheldings of ARS in auctions for these
securities because the amount of securities suhfitt sale exceeded the amount of purchase olies result, during the year ended
December 31, 2007, the Company recognized an tthertemporary impairment charge of $1,213 and teary impairment charge of
$1,415, which reduced the carrying value of the fany’s investments in ARS to $21,812 as of DecerBligP007. On February 29, 2008,
the Company liquidated its holdings of ARS for I, in cash. As a result of this settlement, then@any recognized $1,415 of the amount
that was previously classified as a temporary immpant as loss on sale of investments availablsdte through earnings. The Company had
no investments in ARS as of September 30, 2008.

8. OTHER ASSETS

The components of other assets are summarizedi@asgo

September 30, 200 December 31, 200°

Equipment and fixture $ 9,70t $ 11,89¢
Less: accumulated depreciation (6,820 (8,364
Deferred financing costs, n 13,65: 15,53¢
Prepaid expenses and depo 6,61¢ 5,16z
Accounts receivable, n 9,31¢ 8,51¢
Fair value of interest rate sw 87 —
Investments in Trusi 3,59( 3,59(
Other 1,004 22%

$ 37,15: § 36,56(

9. NOTES PAYABLE

The components of notes payable are summarizeullaws$:

September 30, 200 December 31, 200°

Fixed Rate
Mortgage and construction loans with banks beariteyest at fixed rates between 4.65% and 7
The loans are collateralized by mortgages on iate assets and the assignment of rents.
Principal and interest payments are made monthiy ali outstanding principal and interest
due between April 2009 and February 2C $ 819,34. $ 825,32t

Variable Rate
Mortgage and construction loans with banks bedtoaging interest rates (including loans subje
to interest rate swaps) based on LIBOR. Interéesraased on LIBOR are between LIBOR
plus 0.65% (4.58% and 5.25% at September 30, 200®acember 31, 2007, respectively)
and LIBOR plus 2.25% (6.18% and 6.85% at SepterB®e2008 and December 31, 2007,
respectively). The loans are collateralized by geges on real estate assets and the assig|
of rents. Principal and interest payments are nmaoiethly with all outstanding principal and
interest due between December 2008 and June 110,74t 124,85!

$ 930,08t $ 950,18:

Real estate assets are pledged as collateraldorates payable. The Company is subject to cemtainictive covenants relating to the
outstanding notes payable. The Company was in danga with all covenants at September 30, 2008.

In October 2004, the Company entered into a reviatseest rate swap agreement (“Swap Agreementlp&s $61,770 of 4.30% fixed
interest rate secured notes due in September 20@er this Swap Agreement, the Company will reca@iterest at a fixed rate of 4.30% and
pay interest at a variable rate equal to LIBOR l5%. The Swap Agreement matures at the samethieneotes are due. This Swap
Agreement is a fair value hedge, as defined by SRASL33, and the fair value of the Swap Agreenergcorded as an asset or liability,
with an offsetting adjustment to the carrying vatii¢he related note payable. Monthly variable ries¢
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payments are recognized as an increase or deéneiaserest expense.

The estimated fair value of the Swap Agreemeneaté&nber 30, 2008 was reflected as an other ak$870The estimated fair value of the
Swap Agreement at December 31, 2007 was reflestedh ather liability of $125. The fair value of tBevap Agreement is determined
through observable prices in active markets fontidal agreements. The Company recorded a redutdiorierest expense relating to the
Swap Agreement of $186 for the three months eneépdegber 30, 2008 and additional interest expeh$@%8 for the three months ended
September 30, 2007. Interest expense was decrbasd®4 for the nine months ended September 3@ 204 interest expense was
increased by $798 for the nine months ended Segte®ih 2007.

On August 31, 2007, as part of the acquisition pagner’s joint venture interest in seven progsitthe Company assumed an interest rate
cap agreement related to the assumption of thedoahese properties. The Company has designatddttérest rate cap agreement as a cash
flow hedge of the interest payments resulting femincrease in the interest rates above the ratggrhted in the interest rate cap agreement
The interest rate cap agreement will allow increasenterest payments based on an increase inlB@R rate above the capped rates (5.:
from 1/1/2007 to 12/31/2007 and 5.48% from 1/1/26G8ugh 12/31/2008) on $23,340 of floating ratbtde be offset by the value of the
interest rate cap agreement. The estimated faiewafl the interest rate cap at the assumptionwiasenot material and no asset or liability 1
recorded. The fair value of the interest rate dapegtember 30, 2008 and December 31, 2007 wasatsnaterial. The fair value of the
interest rate cap is determined through observatites in active markets for identical agreements.

On June 30, 2008, the Company entered into a Igezeeent in the amount of $64,530 secured by ocepraiperties. On September 30, 2008,
$1,000 was drawn on the loan balance. As parteofdhn agreement, the Company agreed to draw dbleast 50% of the loan amount by
February 1, 2009 with the remainder to be drawMiych 31, 2009. The loan bears interest at LIBOR (2%, maturing on June 30, 2011.

10. NOTES PAYABLE TO TRUSTS

During July 2005, ESS Statutory Trust Il (the “Stull”), a newly formed Delaware statutory trustdsa wholly-owned, unconsolidated
subsidiary of the Operating Partnership, issuedggregate of $40,000 of preferred securities whiakure on July 31, 2035. In addition, the
Trust lll issued 1,238 of Trust common securiteshte Operating Partnership for a purchase pricgl¢¥38. On July 27, 2005, the proceeds
from the sale of the preferred and common secsarifeb41,238 were loaned in the form of a notde®@perating Partnership (“Note 3”).
Note 3 has a fixed rate of 6.91% through July 81LR and then will be payable at a variable rateétp the thre-month LIBOR plus 2.40%
per annum. The interest on Note 3, payable qugrteill be used by the Trust Il to pay dividends the trust preferred securities. The trust
preferred securities may be redeemed by the Tritistn@ prepayment premium after July 27, 2010.

During May 2005, ESS Statutory Trust Il (the “Truig}, a newly formed Delaware statutory trust amaholly-owned, unconsolidated
subsidiary of the Operating Partnership, issuedggregate of $41,000 of preferred securities whiakure on June 30, 2035. In addition, the
Trust Il issued 1,269 of Trust common securitie®Operating Partnership for a purchase prickl¢f69. On May 24, 2005, the proceeds
from the sale of the preferred and common secsarifeb42,269 were loaned in the form of a notde®@perating Partnership (“Note 2”).
Note 2 has a fixed rate of 6.67% through June B002and then will be payable at a variable rateaktp the thre-month LIBOR plus 2.40%
per annum. The interest on Note 2, payable qugrteill be used by the Trust Il to pay dividendstbe trust preferred securities. The trust
preferred securities may be redeemed by the Tritisth@ prepayment premium after June 30, 2010.

During April 2005, ESS Statutory Trust | (the “Tt)sa newly formed Delaware statutory trust angtelly-owned, unconsolidated
subsidiary of the Operating Partnership issuedgamegyate of $35,000 of trust preferred securitibelvmature on June 30, 2035. In addition,
the Trust issued 1,083 of trust common securibgbé Operating Partnership for a purchase prickl@i83. On April 8, 2005, the proceeds
from the sale of the trust preferred and commounriies of $36,083 were loaned in the form of aenotthe Operating Partnership (the
“Note”). The Note has a variable rate equal tottiree-month LIBOR plus 2.25% per annum. The intevashe Note, payable quarterly, will
be used by the Trust to pay dividends on the preferred securities. The trust preferred secsriti@y be redeemed by the Trust with no
prepayment premium after June 30, 2010.

The Company follows FASB Interpretation No. 46R;¢nsolidation of Variable Interest Entitieg“FIN 46R”), which addresses the
consolidation of variable interest entities (“VIEEsUnder FIN 46R, Trust, Trust Il and Trust Il a¥éEs that are not consolidated because the
Company is not the primary beneficiary. A debt gation has been recorded in the form of notess=udsed above for the proceeds, which
are owed to the Trust, Trust Il, and Trust lll bg tCompany.

11. EXCHANGEABLE SENIOR NOTES

On March 27, 2007, our Operating Partnership is§2&@,000 of its 3.625% Exchangeable Senior NatesApril 1, 2027 (the “Notes”).
Costs incurred to issue the Notes were approxim&®[700. These costs are being amortized overyfages, which
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represents the estimated term of the Notes, anaetaled in other assets in the condensed coraelicbalance sheet as of September 30,
2008. The Notes are general unsecured senior tiblgeof the Operating Partnership and are fullgrgnteed by the Company. Interest is
payable on April 1 and October 1 of each year uh@lmaturity date of April 1, 2027. The Notes bederest at 3.625% per annum and
contain an exchange settlement feature, which gesvihat the Notes may, under certain circumstahessxchangeable for cash (up to the
principal amount of the Notes) and, with respedny excess exchange value, for cash, shares eabaunon stock or a combination of cash
and shares of our common stock at an initial exgbaate of approximately 42.582 shares per onestiralidollars principal amount of Notes
at the option of the Operating Partnership.

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

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

The Company has considered whether the exchantignsent feature represents an embedded derivaithinvthe debt instrument under the
guidance of FASB Statement No. 13Bccounting for Derivative Instruments and HedgiAgtivities” (“FAS 133"), EITF Issue 90-19:
“Convertible Bonds with Issuer Option to Settle €msh Upon Conversiondnd EITF Issue No. 01-6The Meaning of “Indexed to a
Company’s Own Stockhat would require bifurcation (i.e. separate actimg of the note and the exchange settlementfeatihe Compan
has concluded that the exchange settlement fehasrsatisfied the exemption in FAS 133 becausaritdexed to the Company’s own
common stock and would otherwise be classifiedaokholders’ equity, among other considerationscagkdingly, the Notes are presented as
a single debt instrument (often referred to astflmaent C” in EITF 90-19) in accordance with APB 14ccounting for Convertible Debt
and Debt Issued with Stock Purchase Warrandsié to the inseparability of the debt and the emgkasettlement feature. The Company is
currently evaluating the impact that the adoptibR®P APB 14-1 will have on its financial statenseahd expects to have a significant
increase in interest expense as a result.

12. LINE OF CREDIT

On October 19, 2007, the Operating Partnershipresiato a $100,000 revolving line of credit (th@rédit Line”) that matures October 31,
2010 with two one-year extensions available. Then@any intends to use the proceeds of the Credé fdngeneral corporate purposes. The
Credit Line has an interest rate of between 10028%dbasis points over LIBOR, depending on ceffiaencial ratios of the Company. The
Credit Line is collateralized by mortgages on dartaal estate assets. As of September 30, 200& itbdit Line had $100,000 of capacity
based on the assets collateralizing the Credit.INlteeamounts were outstanding on the Credit Lingegdtember 30, 2008 or December 31,
2007. The Company is subject to certain restriativeenants relating to the Credit Line. The Compaag in compliance with all covenants
as of September 30, 2008.

13. OTHER LIABILTIES

The components of other liabilities are summariagdollows:

September 30, 200: December 31, 200°
Deferred rental incom $ 12,43¢ $ 11,80¢
Security deposit 32z 383
SUSA lease obligation liabilit 2,87¢ 2,592
Fair value of interest rate sw — 12E
Other miscellaneous liabilities 3,221 3,15(
$ 18,857 $ 18,05¢

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

The Company provides management and developmeri¢asgifor certain joint ventures, franchises, thpedties and other related party
properties. Management agreements provide gendoallmanagement fees of 6% of cash collected froopgrties for the management of
operations at the self-storage facilities. Manag#rfee revenues for related parties and affiliatad estate joint ventures are summarized as
follows:
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Three months ended September 3|

Nine months ended September 3|

Entity Type 2008 2007 2008 2007
ESW Affiliated real estate joint venture $ 107 $ 11C $ 328 % 32¢
ESW II Affiliated real estate joint venturt 80 — 231 —
ESNPS Affiliated real estate joint venturt 11¢€ 11z 34¢ 32¢
PRISA Affiliated real estate joint venturt 1,28¢ 1,27z 3,81( 3,86¢
PRISA Il Affiliated real estate joint venturt 1,05: 1,052 3,11C 3,14z
PRISA I Affiliated real estate joint venturt 44¢ 47E 1,32¢ 1,415
VRS Affiliated real estate joint venture 29¢ 292 881 86C
WCOT Affiliated real estate joint venture 38¢ 387 1,15¢ 1,15¢
SP | Affiliated real estate joint venturt 33€ 31¢ 974 94k
SPB I Affiliated real estate joint venturt 247 254 753 77C
Various Franchisees, third parties and ot 1,052 894 2,921 2,70¢
$ 5417 $ 516¢ $ 15,837 $ 15,52(

Effective January 1, 2004, the Company entereddricense agreement with Centershift, a relatety gaftware provider, to secure a
perpetual right for continued use of STORE (the sinagement software used at all sites operatdteb@ompany) in all aspects of the
Company’s property acquisition, development, retgraent and operational activities. The Company @entershift $274 and $225 for the
three months ended September 30, 2008 and 20@éctasely, and $701 and $680 for the nine montttedrSeptember 30, 2008 and 2007,
respectively, relating to the purchase of softwaré to license agreements.

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

September 30, 200 December 31, 200°

Receivable:

Development fee $ 1,50¢ $ 1,501

Other receivables from properties 10,08¢ 5,88¢
$ 11,59 $ 7,38¢

Other receivables from properties consist of am®dne for management fees and expenses paid iBothpany on behalf of the managed
properties. The Company believes that all of threkmed party and affiliated joint venture receiesbare fully collectible. The Company did
not have any payables to related parties at Segte®th 2008 or December 31, 2007.

15. MINORITY INTEREST REPRESENTED BY PREFERRED OPERATIN G PARTNERSHIP UNITS

On June 15, 2007, the Operating Partnership eniet@é Contribution Agreement with various limitpdrtnerships affiliated with AAAAA
Rent-A-Space to acquire ten self-storage facilitiee “Properties”jn exchange for the issuance of newly designateteRred OP units of tr
Operating Partnership. The self-storage faciliieslocated in California and Hawaii.

On June 25 and 26, 2007, nine of the ten propestéze contributed to the Operating Partnershipxehange for consideration totaling
$137,800. Preferred OP units totaling 909,075, witlalue of $121,700, were issued along with tiseimption of approximately $14,200 of
third-party debt, of which $11,400 was paid ofthtse. The final property was contributed on Augys2007 in exchange for consideration
totaling $14,700. 80,905 Preferred OP units witlalme of $9,800 were issued along with $4,900 shca

On June 25, 2007, the Operating Partnership lotiveedolders of the Preferred OP units $100,000.1kdte receivable bears interest at
4.85%, and is due September 1, 2017. The loarcigesa by the borrower’s Preferred OP units. Theléd of the Preferred OP units can
convert up to 114,500 Preferred OP units priohtorhaturity date of the loan. If any redemptioexaess of 114,500 Preferred OP units
occurs prior to the maturity date, the holder & Breferred OP units is required to repay the &xaof the date of that Preferred OP unit
redemption. Preferred OP units are shown on thembel sheet net of the $100,000 loan under the geddia EITF No. 85-1, Classifying
Notes Receivable for Capit” because the borrower under the loan receivableadstiae holder of the Preferred OP units.

The Operating Partnership entered into a Secondndeteand Restated Agreement of Limited Partnetgh@“Partnership Agreement”)
which provides for the designation and issuandh®freferred OP units. The Preferred OP unitsha¥e priority over all other partnership
interests of the Operating Partnership with respedistributions and liquidation.

Under the Partnership Agreement, Preferred OP imttsee amount of $115,000 bear a fixed priorityure of 5% and have a fixed liquidation
value of $115,000. The remaining balance will ggptte in distributions with and have a liquidati@iue equal to that of the common OP
units. The Preferred OP units will be redeemabtb@bption of the holder on or after Septemb&0D8, which
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redemption obligation may be satisfied, at the Canyfs option, in cash or shares of its common stock

At issuance, in accordance with SFAS 133ctounting for Derivative Instruments and Hedgirgivities,” SFAS 150:'Accounting for
Certain Financial Instruments with CharacteristicEboth Liabilities and Equity,EITF 00-19:*Accounting for Derivative Financial
Instruments Indexed to, and Potentially Settlecdi€ompan’s Own Stock,”EITF Topic D-109: “Determining the Nature of a Host Contract
Related to a Hybrid Financial Instrument Issuedhia Form of a Share under FASB Statement No.” and Accounting Series Release

No. 268:“Presentation in Financial Statements of “RedeeneaBteferred Stocks,from inception through September 28, 2007 (the date
the amendment discussed below), the Preferred @®Pwere classified as a hybrid instrument such e value of the units associated with
the fixed return were classified in mezzanine atftéal liabilities on the balance sheet and bestoekholders’ equity. The remaining balance
that participates in distributions equal to thatofmmon OP units had been identified as an embedielative and had been classified as a
liability on the balance sheet and recorded atMaline on a quarterly basis with any adjustmemdpeécorded through earnings. For the year
ended December 31, 2007, the fair value adjustemstciated with the embedded derivative was $1,054.

On September 28, 2007, the Operating Partnershgpezhinto an amendment to the Contribution Agredr(tbe “Amendment”). Pursuant to
the Amendment, the maximum number of shares thebeassued upon redemption of the Preferred OR umis set at 116 million, after
which the Company will have no further obligatiomish respect to the redeemed or any other remaiRneferred OP units. As a result of the
Amendment, and in accordance with the above refestguidance, the Preferred OP units are no lormesidered a hybrid instrument and
the previously identified embedded derivative mugler requires bifurcation and is considered permia@guity of the Operating Partnership.
The Preferred OP units are included on the cors@dibalance sheet as the minority interest repteddy Preferred OP units, and no
recurring fair value measurements are requiredesjuent to the date of the Amendment.

On September 18, 2008, the Operating Partnershguezhinto a First Amendment to the Second AmerastetiRestated Agreement of
Limited Partnership to clarify certain tax-rela@wvisions relating to the Preferred OP units.

16. MINORITY INTEREST IN OPERATING PARTNERSHIP

The Company'’s interest in its properties is heldtigh the Operating Partnership. ESS Holding Bssiffeust |, a wholly owned subsidiary
of the Company, is the sole general partner ofxperating Partnership. The Company, through ES8ikigBusiness Trust I, a wholly
owned subsidiary of the Company, is also a limgadner of the Operating Partnership. Betweenategal partner and limited partner
interests, the Company held a 94.17% majority osMmprinterest therein as of September 30, 2008 r@maining ownership interests in the
Operating Partnership (including Preferred OP Jioit$5.83% are held by certain former owners oktsacquired by the Operating
Partnership, which include officers and a directiothe Company. As of September 30, 2008, the Qipgr&artnership had 4,109,034 and
70,985 OP units and CCUs outstanding, respectively.

The minority interest in the Operating Partnersisipresents OP units that are not owned by the Coypa conjunction with the formation

of the Company and as a result of subsequent atiguiss certain persons and entities contributimgriests in properties to the Operating
Partnership received limited partnership unitshimmfiorm of either OP units or CCUs. Limited parthetho received OP units in the formation
transactions or in exchange for contributions fbeliests in properties have the right to requiee@perating Partnership to redeem part or all
of their OP units for cash based upon the fair miavklue of an equivalent number of shares of the@any’s common stock (10 day
average) at the time of the redemption. Alterndyiviae Company may, at its option, elect to aogtirose OP units in exchange for shares of
its common stock on a one-for-one basis, subjeantddilution adjustments provided in the ParthgrsAgreement. The ten day average
closing stock price at September 30, 2008 was 31&nd there were 4,109,034 OP units outstandingurg that all of the unit holders
exercised their right to redeem all of their OPtsioh September 30, 2008 and the Company elecieaytthe non-controlling members cash,
the Company would have paid $64,553 in cash coratide to redeem the OP units.

Unlike the OP units, CCUs do not carry any votiigits. Upon the achievement of certain performahoesholds relating to 14 properties,
or a portion of the CCUs will be automatically cened into OP units. Initially, each CCU will bern@rtible on a one-for-one basis into OP
units, subject to customary anti-dilution adjusttseBeginning with the quarter ended March 31, 2@®@ ending with the quarter ending
December 31, 2008, the Company will calculate #teoperating income from the 14 wholly-owned prdipsrover the 12-month period
ending in such quarter. Within 35 days following #nd of each quarter referred to above, somd of tde CCUs will be converted so that
the total percentage (not to exceed 100%) of CGblsed in connection with the formation transactibias have been converted to OP units
will be equal to the percentage determined by digdhe net operating income for such period inessoof $5,100 by $4,600. If any CCU
remains unconverted through the calculation madespect of the 12-month period ending DecembeB08, such outstanding CCUs will
be cancelled.

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

As of September 30, 2008, there were 129,061 C@udgerted to OP units. Based on the performancheoptoperties as of

19




Table of Contents

September 30, 2008, an additional 15,028 CCUs be&digible for conversion. The board of directgppieved the conversion of these
CCUs on October 30, 2008 as per the Company’'sahand the OP units were issued on November 8.200

17. STOCKHOLDERS' EQUITY

The Company'’s charter provides that it can issug00,000,000 shares of common stock, $0.01 gaevper share, 4,100,000 CCSs, $.01
par value per share, and 50,000,000 shares ofrpgdfstock, $0.01 par value per share. As of Seipeerd0, 2008, 82,370,640 shares of
common stock were issued and outstanding, 1,379€@23s were issued and outstanding and no shapzefefred stock were issued and
outstanding. All holders of the Company’s commartktare entitled to receive dividends and to orte wn all matters submitted to a vote of
stockholders.

On May 19, 2008, the Company closed a public comstock offering of 14,950,000 shares at an offeprige of $16.35 per share, for
aggregate gross proceeds of $244,433. Transaaigia were $11,715 for net proceeds of $232,718r#ign of the proceeds were used for
the repayment of mortgage debt and outstanding ateaunder our Credit Line, and the remaining neteeds will be used for general
corporate purposes, including funding potentialifetacquisitions.

Unlike the Company’s shares of common stock, CGSsal carry any voting rights. Upon the achievenwdrdertain performance thresholds
relating to 14 properties, all or a portion of b€Ss will be automatically converted into sharethefCompany’s common stock. Initially,
each CCS will be convertible on a one-for-one bidisshares of common stock, subject to custoraatiydilution adjustments. Beginning
with the quarter ended March 31, 2006, and endiitly tive quarter ending December 31, 2008, the Compall calculate the net operating
income from the 14 wholly-owned properties over 1Bemonth period ending in such quarter. Withindays following the end of each
quarter referred to above, some or all of the C@iB$e converted so that the total percentage {o@xceed 100%) of CCSs issued in
connection with the formation transactions thatenbgen converted to common stock will be equdiégpercentage determined by dividing
the net operating income for such period in exoé$5,100 by $4,600. If any CCS remains unconvettieaugh the calculation made in
respect of the 12aonth period ending December 31, 2008, such owstgrCCSs will be cancelled and restored to theistaf authorized bi
unissued shares of common stock.

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

As of September 30, 2008, there were 2,508,920 @GB&erted to common stock. Based on the performahthe properties as of
September 30, 2008, an additional 292,133 CCSaxeetigible for conversion. The board of directapproved the conversion of these
CCSs on October 30, 2008 as per the Company’sachartd the shares were issued on November 5, 2008.

18. STOCK-BASED COMPENSATION

The Company has the following two stock option plander which shares were available for grant ptedeber 30, 2008: 1) the 2004 Long-
Term Incentive Compensation Plan as amended atatedseffective March 25, 2008, and 2) the 2004-Employee Directors’ Share Plan
(together, the “Plans”). Option grants are issugti@closing price of stock on the date of gr&atch option will be exercisable after the
period or periods specified in the award agreer(tgptcally four years), which will generally not exed 10 years from the date of grant.
Options are exercisable at such times and sulgestidh terms as determined by the Compensationjiétimg and Governance Committee,
but under no circumstances may be exercised if syetcise would cause a violation of the ownerghifi in the Company’s charter. Unless
otherwise determined by the Compensation, Nomigatimd Governance Committee at the time of granipp shall vest ratably over a four-
year period beginning on the date of gr:

Also as defined under the terms of the Plans,ictstr stock grants may be awarded. The stock geartsubject to a performance or vesting
period over which the restrictions are lifted ahd stock certificates are given to the granteeiriguhe performance or vesting period, the
grantee is not permitted to sell, transfer, ple@égeumber or assign shares of restricted stockepamder the Plans, however the grantee has
the ability to vote the shares and receive dividgmaid on the shares. The forfeiture and transfdrictions on the shares lapse over a two to
four-year period beginning on the date of grantoASeptember 30, 2008, 4,693,804 shares werealailor issuance under the Plans.
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Option Grants to Employees

A summary of stock option activity is as follows:

Weighted Weighted Average Aggregate Intrinsic
Number of Average Exercise Remaining Value as of
Options Shares Price Contractual Life September 30, 2008
Outstanding at December 31, 2( 2,564,56. $ 13.92
Granted 418,00( 18.51
Exercised (126,80) 13.6¢
Forfeited (204,044 14.71
Outstanding at December 31, 2007 2,651,711 $ 14.5¢
Granted 380,00( 15.57
Exercised (146,799 13.0¢
Forfeited (37,000 14.0¢
Outstanding at September 30, 2008 2,847,92. $ 14.7¢ 7.0¢ $ 3,42¢
Vested and Expected to Vest 2,592,991 $ 14.6( 6.92 $ 3,35¢
Ending Exercisabl 1,842,800 $ 13.92 6.3¢ $ 3,12¢

The aggregate intrinsic value in the table abopeasents the total value (the difference betweerCibmpany’s closing stock price on the last
trading day of the third quarter of 2008 and thereise price, multiplied by the number of in-thefmag options) that would have been
received by the option holders had all option hiddixercised their options on September 30, 2008.amount of aggregate intrinsic value
will change based on the fair market value of thenfany’s stock.

The fair value of each option grant is estimatddgithe Black-Scholes option-pricing model with fo#owing assumptions:

Nine Months Ended September 3C

2008 2007
Expected volatility 30% 24%
Dividend yield 6.4% 5.8%
Risk-free interest rat 3.C% 4.2%
Average expected term (yea 5 5

The Black-Scholes model incorporates assumptiornaltge stock-based awards. The rigde rate is based on the U.S. Treasury yield cur
effect at the time of grant for the estimated &ifehe option. The Company uses actual historiagd @b calculate the expected price volatility,
dividend yield and average expected term. The itorke rate, which is estimated at a weighted-avei@dgl9.72% of unvested options
outstanding as of September 30, 2008, is adjustedadly based on the extent to which actual fanfeis differ, or are expected to differ, from
the previous estimates.

The Company recorded compensation expense relatiogtstanding options of $324 and $252 for theghmonths ended September 30,
2008 and 2007, respectively, and $819 and $67thénine months ended September 30, 2008 and g&spkctively. The Company recei
cash from the exercise of options of $1,123 and$80the three months ended September 30, 2002@0id, respectively, and $2,063 and
$1,339 for the nine months ended September 30, 2002007, respectively. At September 30, 2008ethes $873 of total unrecognized
compensation expense related to non-vested stdimnspnder the Company’s 2004 Long-Term IncenBeenpensation Plan. That cost is
expected to be recognized over a weighted-averagedoof 2.34 years. The valuation model appliethia calculation utilizes subjective
assumptions that could potentially change over timduding the expected forfeiture rate. Therefolhe amount of unrecognized
compensation expense at September 30, 2008, noted does not necessarily represent the expenswithaltimately be realized by the
Company in the Statement of Operations.

Common Stock Granted to Employees and Directors

The Company granted 4,200 and 28,800 shares of oonstock to certain employees, without monetarysimeration under the Plans during
the three months ended September 30, 2008 and g&péctively, and 358,139 and 119,329 sharesionine months ended September 30,
2008 and 2007, respectively. The Company recordatpensation expense related to outstanding shfioesromon stock granted to
employees of $496 and $485 during the three manitlsd September 30, 2008 and 2007, respectively$H985 and $941 during the nine
months ended September 30, 2008 and 2007, resplgctiv
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The fair value of common stock awards is determimaged on the closing trading price of the Compmaogimmon stock on the grant date. A
summary of the Company’s employee share grantigcisvas follows:

Weighted-

Average Grant-
Restricted Stock Grants Shares Date Fair Value
Unreleased at December 31, 2( 156,30( $ 15.9¢
Granted 120,72¢ 18.17
Release( (61,975 15.9(
Cancelled (3,0872) 18.3¢
Unreleased at December 31, 2007 21197. $ 17.2:
Granted 358,13¢ 15.7¢
Release( (117,706 16.41
Cancelled (4,760 17.3¢
Unreleased at September 30, 2008 447,64' $ 16.2

19. SEGMENT INFORMATION

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

September 30, 2000  December 31, 200°

Balance Shee
Investment in real estate ventu

Rental operation $ 139,34 $ 95,16¢
Total asset

Property management, acquisition and developi $ 506,19! $ 385,39:

Rental operations 1,737,49 1,668,68.

$ 2,243,680 $ 2,054,07
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Three months ended September 30, Nine months ended September 30,

2008 2007 2008 2007
Statement of Operations
Total revenue
Property management, acquisition and developi $ 9,851 $ 8,617 $ 27,98: $ 24,32(
Rental operation 59,99% 55,20¢ 174,90t 149,83.
$ 69,84¢ $ 63,82¢ $ 202,89 $ 174,15:
Operating expenses, including depreciation and &ration
Property management, acquisition and developi $ 12,15: $ 11,217 $ 37,25 $ 32,62¢
Rental operation 33,35¢ 29,89¢ 97,41( 81,46(
$ 4550t $ 41,11 $ 134,66. $ 114,08t
Income (loss) before interest, equity in earninfgeal estatt
ventures, loss on sale of investments availablsdte,
Preferred Operating Partnership units and minantigrests
Property management, acquisition and developi $ (2,300 $ (2,600 $ (9,266) $ (8,306
Rental operation 26,64 25,31« 77,49¢ 68,37
$ 24,34: $ 22,71: $ 68,23( $ 60,06¢
Interest expens
Property management, acquisition and developi $ (325) $ (376€) $ (1,000 $ (940
Rental operation (15,579 (15,709) (47,219 (43,977)
$ (15,909 $ (16,079 $ (48,220 $ (44,919

Interest incomt
Property management, acquisition and developi $ 1,28( $ 1,821 $ 257t $ 6,937

Interest income on note receivable from Preferrpdr@ting
Partnership unit holde
Property management, acquisition and developi $ 1,217 $ 1,28 $ 3,63t $ 1,28(

Equity in earnings of real estate ventu
Rental operation $ 2,01t $ 1,30¢ $ 461C $ 3,69:

Loss on sale of investments available for
Property management, acquisition and developi $ — 3 — 3 (1,415 $ —

Fair value adjustment of obligation associated \Riteferrec
Operating Partnership uni

Property management, acquisition and developi $ — $ 1,05¢ $ — 3 1,054
Minority interests- Operating Partnership and otl
Property management, acquisition and developi $ (619 $ (756) $ (1,490 $ (1,615
Net income (loss
Property management, acquisition and developi $ (752) $ 42¢ $ (6,959 $ (1,590
Rental operation 13,07¢ 10,91t 34,88: 28,09:
$ 12,327 $ 11,33¢ $ 27,92¢ $ 26,50:
Depreciation and amortization expenst
Property management, acquisition and developi $ 36 $ 31C % 1,09 $ 912
Rental operation 11,981 10,28¢ 34,53¢ 27,60¢
$ 12,35F $ 10,59¢ $ 35,63 $ 28,515
Statement of Cash Flow:
Acquisition of real estate ass:
Property management, acquisition and developi $ (55,602 $  (144,34)
Development and construction of real estate a
Property management, acquisition and developi $ (42,12¢) $ (31,495

20. COMMITMENTS AND CONTINGENCIES

The Company has guaranteed three construction foamsconsolidated partnerships that own develogmeoperties in Baltimore,

Maryland, Chicago, lllinois and Sacramento, Catifar These properties are owned by joint venturagtiich the Company has between 10%
and 50% equity interests. These guarantees weseeeninto in November 2004, July 2005 and Auguér2@espectively. At September 30,
2008, the total amount of guaranteed mortgage réddting to these joint ventures was $18,040. &masrtgage loans mature Decembe



2008, July 29, 2009 and August 3, 2010, respegtivethe joint ventures default on the loans, @@mpany may be forced to repay the loans.
Repossessing and/or selling the self-storage tiesiland land that collateralize the loans coutvigle funds sufficient to reimburse the
Company. The estimated fair market value of theupriiered assets at September 30, 2008 was $24,B6Z dmpany recorded no liability
relation to these guarantees as of September B8, 28 the fair values of the guarantees were aténial. To date, the joint ventures have
defaulted on their mortgage debt. The Company bedi¢he risk of having to perform on the guaranieesmote.
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The Company has been involved in routine litigatising in the ordinary course of business. ASebtember 30, 2008, the Company was
not involved in any material litigation nor, to ksowledge, was any material litigation threateagéinst it, or its properties.

21. INCOME TAXES

The Company adopted the provisions of FASB Integpi@n No. 48, “Accounting for Uncertainty in Income Taxg$FIN 48”), an
interpretation of FASB Statement No. 109 on Janda2007. The Company recognized no material aieist in the liability for
unrecognized income tax benefits as a result ofntipfementation of FIN 48. At September 30, 20B8&re were no material uncertain tax
positions.

Interest and penalties related to uncertain takipas will be recognized in income tax expenseewincurred. As of September 30, 2008,
Company had no interest or penalties related temain tax positions.

The tax years 2005-2007 remain open to examindtjathe major taxing jurisdictions to which the Caamy is subject.

22. SUBSEQUENT EVENTS

On September 29, 2008, the Company entered intwchase agreement to sell 3.0 million shares afdtamon stock in a registered direct
placement to certain clients of RREEF America L.LThe offering closed on October 3, 2008. The @Gany received proceeds from the
offering of approximately $44,100.

On October 2, 2008, the Company purchased two piiepdocated in New York for approximately $27,500

On October 10, 2008, the Company purchased foyrgpties in Indiana for approximately $18,300.

During October 2008, the Company repurchased appedgly $40,300 of its exchangeable senior notethermpen market. The repurchase
resulted in a gain of approximately $8,000 on eexiinguishment of debt.
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Extra Space Storage Inc.
Management'’s Discussion and Analysis
Amounts in thousands, except property and share dat

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

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

Statements,” “Notes to Consolidated Financial Stagmts”and“Management’s Discussion and Analysis of Finan€aindition and Results
of Operations”contained in our Form 10-K for the year ended Ddwem31, 2007. The Company makes statements ise¢lstion that are
forward-looking statements within the meaning & tederal securities laws. For a complete discassidorward-looking statements, see the
section in this Form 10-Q entitledStatement on Forward-Looking InformatidmPAmounts are in thousands (except property amdestata
and unless otherwise stated).

CRITICAL ACCOUNTING POLICIES

Our discussion and analysis of our financial caaditaind results of operations are based on ourditelicondensed consolidated financial
statements contained elsewhere in this report,iwhéwve been prepared in accordance with U.S. gnac@epted accounting principles
(“GAAP”). Our notes to the unaudited consolidatedhficial statements contained elsewhere in thisrtemd the audited financial statements
contained in our Form 10-K for the year ended Ddmm31, 2007 describe the significant accountingiges essential to our unaudited
condensed consolidated financial statements. Ragparof our financial statements requires estisigtelgments and assumptions. We
believe that the estimates, judgments and assungptibich we have used are appropriate and coresgtcdbon information available at the
time that they were made. These estimates, judgnagrt assumptions can affect our reported assetéaailities as of the date of the
financial statements, as well as the reported neeeand expenses during the period presenteckrt #ire material differences between these
estimates, judgments and assumptions and actusa) tao financial statements may be affected.

In many cases, the accounting treatment of a pdatitransaction is specifically dictated by GAARJadoes not require our judgment in its
application. There are areas in which our judgniesetlecting among available alternatives wouldpgroduce a materially different result,
there are some areas in which our judgment in e¢eamong available alternatives would producessemally different result. See the notes
to the unaudited condensed consolidated finan@&éments that contain additional information relgag our accounting policies and other
disclosures.

OVERVIEW

We are a fully integrated, self-administered arflrsanaged real estate investment trust, or REdimed to continue the business
commenced in 1977 by our predecessor company to @parate, manage, acquire and develop self-stqnagerties. We derive a majority
of our revenues from rents received from tenanteuexisting leases at each of our sétfrage properties. Additional revenue is derivedh
management and franchise fees from our joint venfuanchisee and managed properties.

We operate in competitive markets where consumere multiple self-storage properties from whiclehoose. Competition has impacted,
and will continue to impact our property resultse ¥kperience minor seasonal fluctuations in ocotypéavels, with occupancy levels higher
in the summer months due to increased moving &gti@ur operating results depend materially onahility to lease available self-storage
space and on the ability of our tenants to makaired rental payments. We believe we are ablespaed quickly and effectively to changes
in local, regional and national economic conditibgscentrally adjusting rental rates through thebimation of our revenue management
team and our industry-leading technology systems.

We continue to evaluate a range of new initiataed opportunities in order to enable us to maxirsteekholder value. Our strategies to
maximize stockholder value include the following:

« Maximize the performance of properties throughtsgic, efficient and proactive manageméWe plan to pursue revenue generating
and expense minimizing opportunities in our operati Our revenue management team will seek to nmagirvenue by responding
to changing market conditions through our technplegstem’s ability to provide real-time, interaeikental rate and discount
management. Our size allows greater ability thamtlajority of our competitors to implement natigrragional and local marketing
programs, which we believe will attract more custosto our stores at a lower net ci

« Focus on the acquisition of s-storage properties from strategic partners anddhparties.Our acquisitions team will
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continue to pursue the acquisition of single propsrand multi-property portfolios that we beliesan provide stockholder value. We
have established a reputation as a reliable, éthigeer, which we believe enhances our ability égaetiate and close acquisitions. In
addition, our status as an UPREIT enables flexybilihen structuring deal

« Develop new sestorage propertiesWe have joint venture and wholly-owned developtpeoperties and will continue to develop
new self-storage properties in our core markets.deuelopment pipeline for the remainder of 200®digh 2009 includes 19
projects. The majority of the projects will be dimged on a wholl-owned basis by the Compat

« Expand our management busin. We see our management business as a future gicauispeline. We expect to pursue strategic
relationships with owners that should strengthemamgyuisition pipeline through agreements whictegis first right of refusal to
purchase the managed property in the event ofenpat sale. Nineteen of the 39 acquisitions cotegl®dy us in 2007 came from t
channel

Recent U.S. and international market and econonnditions have been unprecedented and challengittgtighter credit conditions and
slower growth through the third quarter of 200&r the nine months ended September 30, 2008, emutinoncerns about the systemic
impact of inflation, energy costs, geopoliticalugs, the availability and cost of credit and otmecro-economic factors have contributed to
increased market volatility and diminished expectet for the global economy and increased marke¢dainty and instability. Continued
turbulence in U.S. and international markets armhemies may adversely affect our liquidity and fioial condition, and the financial
condition of our customers. If these market cdod# continue, they may result in an adverse effaaiur financial condition and results of
operations.

PROPERTIES

As of September 30, 2008, we owned or had owneistepests in 617 operating self-storage propeltieated in 33 states and Washington,
D.C. Of these properties, 269 are wholly-owned emsolidated, three are held in joint ventures @msolidated and 345 are held in joint
ventures accounted for using the equity methoddufition, we managed 67 properties for franchisedhird parties bringing the total
numbers of properties which we own and/or mana@8#o We receive a management fee equal to appabdeiyn6% of gross revenues to
manage the joint venture, third party and franchites. As of September 30, 2008, we owned andéoraged approximately 50 million
square feet of space with more than 300,000 custome

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

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

We consider a property to be stabilized once itdwmseved either an 80% occupancy rate for a dryneasured as of January 1, or has beer
open for three years. Although leases are shart-terduration, the typical tenant tends to remaiow properties for an extended period of
time. For properties that were stabilized as oft&aper 30, 2008, the median length of stay wascxpately eleven months.

Our property portfolio is a made up of differenpég of construction and building configurationseteging on the site and the municipality
where it is located. Most often sites are what mesaer “hybrid” facilities, a mix of both drive-upuildings and multi-floor buildings. We
have a number of multi-floor buildings with elevasxcess only, and a number of facilities featugnmund-floor access only.

The following table sets forth additional inforn@tiregarding the occupancy of our stabilized pridpeon a state-by-state basis as of
September 30, 2008 and 2007. The information &eptember 30, 2007 is on a pro forma basis as thallithe properties owned and/or
managed at September 30, 2008 were under our tastad September 30, 2007.
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Stabilized Property Data Based on Location

Company

Pro forma Company Pro forma

Company

Pro forma

Number of Units

Net Rentable Net Rentable

Number of Units

Square Feet as of Square Feet as of

Square Foot
Occupancy %

Square Foot
Occupancy %

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

Location Properties 30, 2008 (1) 30, 2007 2008 (2) 2007 2007
Wholly -owned

properties
Alabama 1 581 59z 76,00( 76,10¢ 80.1% 76.4%
Arizona 4 2,262 2,26: 280,03¢ 279,54( 87.4% 94.8%
California 44 35,77¢ 36,41¢ 3,457,28! 3,481,22. 86.1% 83.4%
Colorado 7 3,28¢ 3,302 420,19: 418,66¢ 88.5% 87.4%
Connecticut 2 1,342 1,35 123,34( 123,26 79.€% 81.€%
Florida 29 19,33( 19,39: 2,027,18 2,027,75 82.1% 85.6%
Georgia 12 6,43( 6,44 835,63. 835,38t 87.1% 87.5%
Hawaii 2 2,86¢ 2,89( 149,92. 150,53¢ 85.(% 81.4%
lllinois 5 3,29( 3,26¢ 342,31¢ 339,18¢ 81.4% 87.1%
Indiana 1 591 58¢ 62,25( 62,25( 85.(% 93.¢%
Kansas 1 504 504 49,74( 49,94( 88.(% 90.1%
Kentucky 3 1,582 1,58¢ 194,27( 194,42( 88.€% 92.6%
Louisiana 2 1,40¢ 1,407 148,31! 147,69( 90.£% 89.£%
Maryland 10 7,94t 7,93: 847,05. 841,34: 84.2% 85.6%
Massachusetts 26 14,85¢ 14,87( 1,575,59 1,581,18: 85.2% 83.6%
Michigan 2 1,03¢ 1,04( 136,46t 134,88 90.7% 87.1%
Missouri 6 3,14¢ 3,175 374,35 375,58 86.(% 85.¢%
Nevads 2 1,25¢ 1,25¢ 132,21! 132,56! 88.1% 84.¢%
New Hampshire 2 1,00¢ 1,007 125,90¢ 125,90¢ 88.7% 80.2%
New Jerse 23 18,86( 18,84 1,836,69. 1,833,01 86.1% 85.1%
New Mexico 1 53¢ 503 68,31( 61,69( 86.4% 89.8%
New York 8 7,167 7,24: 487,21 488,07- 80.5% 83.¢%
Ohio 4 2,02¢ 2,031 273,49. 273,87t 86.£% 87.4%
Oregon 1 76€ 764 103,45( 103,45( 83.% 89.6%
Pennsylvania 8 6,15(C 6,141 638,05 641,72 86.5% 85.7%
Rhode Island 1 72€ 712€ 75,52 75,60! 89.£% 85.¢%
South Carolina 3 1,55¢ 1,55¢ 178,71¢ 178,68¢ 89.2% 93.7%
Tennessee 6 3,50z 3,53t 474,32° 477,22 85.6% 84.1%
Texas 19 11,80¢ 11,87¢ 1,337,75 1,337,31. 87.7% 90.7%
Utah 3 1,531 1,53t 210,52¢ 210,54( 92.6% 96.2%
Virginia 4 2,891 2,88¢ 272,04 272,82 88.4% 85.2%
Washington 4 2,54: 2,53 306,02! 306,11! 90.% 94.2%
Total Wholly -

Owned

Stabilized 24¢€ 168,57! 169,46 17,620,22 17,637,57 85.8% 86.(%
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Company

Pro forma

Company

Pro forma

Company

Pro forma

Number of Units

Number of Units

Net Rentable
Square Feet as of

Net Rentable
Square Feet as of

Square Foot
Occupancy %

Square Foot
Occupancy %

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

Location Properties 30, 2008 (1) 30, 2007 2008 (2) 2007 2008 2007
Joint-venture

properties
Alabama 3 1,71C 1,70¢ 205,83: 205,63t 85.% 87.&%
Arizona 11 6,86z 6,891 751,18« 751,15¢ 86.€% 91.£%
California 76 54,49¢ 54,57 5,588,36: 5,591,92! 88.£% 89.4%
Colorado 2 1,33¢ 1,33¢ 158,41: 158,26: 85.2% 84.5%
Connecticut 8 5,992 5,97¢ 693,03: 690,72- 79.7% 76.2%
Delaware 1 58¢ 58¢ 71,65 71,65 90.2% 93.5%
Florida 23 19,24( 19,31( 1,938,66! 1,950,79. 84.2% 84.2%
Georgia 3 1,88¢ 1,88 246,92t 246,40t 83.€% 86.€%
lllinois 6 3,99¢ 4,02( 430,11 432,51 86.(% 81.5%
Indiana 8 3,151 3,151 405,26¢ 406,50: 85.€% 89.2%
Kansas 3 1,21¢ 1,21¢ 161,50( 163,03( 85.(% 85.2%
Kentucky 4 2,28¢ 2,28t 268,35¢ 268,42 87.5% 88.1%
Maryland 13 10,21¢ 10,22 1,013,48: 1,013,41. 86.2% 88.2%
Massachusetts 17 9,24¢ 9,271 1,047,45! 1,047,45! 82.£% 83.%
Michigan 10 5,941 5,95¢ 787,11¢ 783,99: 88.¢% 88.1%
Missouri 2 952 951 117,71 118,19! 90.1% 88.(%
Nevada 7 4,611 4,62¢ 618,81¢ 620,29¢ 85.€% 90.£%
New Hampshire 3 1,32(C 1,322 138,23 137,71 86.(% 84..%
New Jerse 21 15,67¢ 15,71: 1,647,95! 1,655,75! 84.1% 82.(%
New Mexico 9 4,69¢ 4,69: 537,80: 539,56t 86.7% 85.7%
New York 21 22,13 22,154 1,716,90. 1,719,89. 88.8% 88.5%
Ohio 11 5,02: 5,02: 754,65 750,28 82.7% 84.¢%
Oregon 2 1,294 1,292 136,98 137,14 86.€% 91.4%
Pennsylvania 10 7,22¢ 7,22¢ 764,98 764,35¢ 86.£% 86.4%
Rhode Island 1 607 61C 73,88( 73,88( 77.(% 73.6%
Tennessee 22 11,79: 11,81% 1,547,65! 1,548,69. 86.€% 86.6%
Texas 18 11,74« 11,83¢ 1,549,86! 1,519,53 83.2% 81.¢%
Utah 1 52C 52C 59,30( 59,50( 81.1% 94.%
Virginia 16 11,27¢ 11,28: 1,191,54. 1,190,93. 87.¢% 86.€%
Washington 1 551 551 62,73( 62,73( 83.1% 94.2%
Washington, DC 1 1,53¢ 1,53¢ 102,00 102,00 92.€% 92.4%
Total Stabilized

Joint-Ventures 334 229,13. 229,56( 24,788,40 24,782,37 86.2% 86.5%
Managed

properties
Alabama 2 82t 82¢ 95,17¢ 95,207 82.5% 89.€%
California 6 3,90¢ 3,92¢ 488,11( 488,83! 78.5% 78.5%
Colorado 1 51:& 51:¢ 56,24( 56,24( 92.2% 91.€%
Florida 1 65C 653 51,96¢ 52,09¢ 89.2% 88.£%
Georgia 5 2,74z 2,75¢ 411,66 416,40t 77.% 79.1%
lllinois 4 2,32¢ 2,331 248,46( 248,78 71.€% 71.2%
Maryland 6 4,171 4,151 428,57( 427,82: 88.1% 88.€%
Nevada 2 1,57¢ 1,57¢ 171,55! 171,55! 87.4% 87.5%
New Jerse 4 3,90¢ 3,791 362,16( 340,49¢ 80.(% 79.1%
New Mexico 2 1,10€ 1,09¢ 131,96 131,47: 84.7% 91.5%
New York 1 703 70€ 77,95t 78,07t 86.1% 84.2%
Pennsylvania 3 1,371 1,381 176,21 176,21 73.1% 72.1%
Tennessee 2 884 88¢ 130,38! 131,13( 86.£% 92.1%
Texas 3 1,65( 1,68( 194,93! 195,09! 92.¢% 89.£%
Utah 1 371 371 46,90t 46,95t 97.7% 99.4%
Virginia 5 3,46¢ 3,472 344,86 344,66 83.8% 84.7%
Washington, DC 2 1,25¢ 1,25¢ 111,75¢ 111,75¢ 85.% 85.2%
Total Stabilized

Managed

Properties 50 31,43: 31,38¢ 3,528,87! 3,512,80! 82.2% 83.(%




Total Stabilized
Properties 63C 429,14( 430,41! 45,937,50 45,932,74 85.8% 86.(%

(1) Represents unit count as of September 30, 2008h may differ from September 30, 2007 unit toue to unit conversions or
expansions.

(2) Represents net rentable square feet as of @éete30, 2008, which may differ from Septembe2807 net rentable square feet due to
unit conversions or expansions.
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The following table sets forth additional inforn@tiregarding the occupancy of our lease-up pragedn a state-by-state basis as of
September 30, 2008 and 2007. The information &epfember 30, 2007 is on a pro forma basis as thalithe properties owned and/or
managed at September 30, 2008 were under our tastod September 30, 2007.

Lease-up Property Data Based on Location

Company

Pro forma

Company

Pro forma

Company

Pro forma

Number of Units

Number of Units

Net Rentable
Square Feet as of

Net Rentable
Square Feet as of

Square Foot
Occupancy %

Square Foot
Occupancy %

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

Location Properties 30, 2008 (1) 30, 2007 2008 (2) 2007 2008 2007
Wholly -owned

properties
Arizona 1 582 58¢ 67,37" 67,37" 79.%% 78.2%
California 8 5,65: 2,74 642,60 331,49: 41.2% 56.2%
Connecticut 1 684 682 54,85( 54,84( 74.1% 71.7%
Florida 3 2,07z 1,257 230,65¢ 157,15! 58.1% 76.2%
lllinois 3 1,91¢ — 202,92! — 24.1% 0.C%
Maryland 1 63E — 79,95¢ — 45.¢% 0.C%
Massachusetts 3 2,451 2,45( 209,81« 210,22: 68.5% 56.2%
Pennsylvania 1 427 427 46,93( 46,91( 79.&% 80.£%
South Carolina 1 48¢€ 51z 59,36 67,04t 87.¢% 91.4&%
Texas 1 60€ 617 64,65( 64,65( 83.¢% 70.1%
Total Wholly -

Owned Lease-

up 23 15,50¢ 9,271 1,659,13; 999,68t 52.2% 66.1%
Joint-venture

properties
California 5 3,53¢ 2,95¢ 380,57t 297,90: 61.4% 54.(%
Florida 1 807 79z 109,40: 115,62¢ 37.4% 44 .%
lllinois 3 2,49 2,517 264,79 264,55: 78. % 67.(%
Maryland 1 85¢ 94¢ 71,34¢ 73,67: 75.6% 57.2%
New Jerse! 2 1,347 63k 117,42: 57,33t 16.7% 21.8%
New York 1 1,57¢ 1,57¢ 115,88 116,30! 82.(% 79.7%
Rhode Island 1 494 501 55,64¢ 55,67( 57.¢% 35.5%
Total Lease-up

Joint-Ventures 14 11,10¢ 9,92¢ 1,115,07 981,06( 61.4% 56.8%
Managed

properties
California 1 1,05z — 100,69( — 11.¢% 0.C%
Colorado 1 53¢ — 60,87( — 35.% 0.C%
Florida 2 1,39¢ — 134,78: — 18.1% 0.C%
Georgia 5 3,18¢ — 374,34 — 14.€% 0.C%
Indiana 1 547 56€ 68,69( 68,69( 89.¢% 83.£%
Massachusetts 3 2,79( 2,14 260,45¢ 189,89 53.2% 66.2%
New Jerse! 1 86C 862 77,90¢ 78,03( 45.1% 26.£%
Pennsylvania 1 1,12¢ — 104,87" — 19.5% 0.C%
Tennessee 1 51C 51C 68,96( 66,96( 51.7% 52.(%
Virginia 1 48C — 63,80¢ — 20.6% 0.C%
Total Lease-up

Managed 17 12,49( 4,08 1,315,38! 403,57 31.6% 59.2%
Total Lease-up

54 39,107 23,28 4,089,58! 2,384,32; 48.1% 61.1%

Properties

(1) Represents unit count as of September 30, 2008h may differ from September 30, 2007 unit toue to unit conversions or

expansions.

(2) Represents net rentable square feet as of @éete30, 2008, which may differ from Septembe2807 net rentable square feet due to

unit conversions or expansions.

RESULTS OF OPERATIONS



Comparison of the three and nine months ended Septder 30, 2008 and 2007

Overview

Results for the three and nine months ended SepteBth 2008 include the operations of 617 propef®&2 of which were consolidated and
345 of which were in joint ventures accounted fsing the equity method) compared to the resultshiethree and nine months ended
September 30, 2007, which included the operati®B85 properties (252 of which were consolidated 3883 of which were in joint ventures
accounted for using the equity method).
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Revenues

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

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 $ Change % Change 2008 2007 $ Change % Change
Revenues:
Property renta $ 59997 $ 5520¢ $ 4,78¢ 8.7% $ 17490t $ 149,83. $ 25,07« 16.7%
Management and franchise
fees 5,417 5,16¢ 24¢ 4.8% 15,83 15,52( 317 2.C%
Tenant reinsurance 4,26% 3,027 1,23¢ 40.%% 11,72 7,85¢ 3,86¢ 49.2%
Other income 16¢ 421 (252) (59.9% 42F 942 (517) (54.9%
Total revenues $ 6984t $ 6382 $ 6,022 9.4% $ 202,89 $ 174,15. $ 28,73¢ 16.5%

Property Rental — The increase in property rental revenue for thedtamd nine months ended September 30, 2008 mab53,221 and
$20,885, respectively, associated with acquisitmmapleted during 2007 and 2008, $1,112 and $2@8pgectively, from rental rate
increases at stabilized properties, and $455 ajRP61respectively, from increases in occupancyranthl rates at lease-up properties.
Management and Franchise Fees -Management and franchise fees represent approxin@eof gross revenues under management.
Tenant Reinsurance —The increase in tenant reinsurance revenues isodugr continued success in promoting the tenansueance

program at our sites during the first three quart€r2008. Overall customer participation increaseapproximately 46% at September 30,
2008 compared to approximately 32% at Septembe By

Expenses

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

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 $ Change % Change 2008 2007 $ Change % Change
Expenses:
Property operations $ 21,367 $ 19,600 $  1,76( 9.C% $ 62,87 $ 5385 $ 9,01¢ 16.7%
Tenant reinsurance 1,42¢ 1,397 29 2.1% 3,95¢ 3,58 371 10.5%
Unrecovered development and
acquisition cost 39 184 (14¢) (78.% 1,631 592 1,03¢ 175.(%
General and administrati 10,31¢ 9,32¢ 99: 10.€% 30,56¢ 27,53¢ 3,034 11.(%
Depreciation and amortization 12,35t 10,59¢ 1,75 16.€% 35,63 28,51 7,11€ 25.(%
Total expenses $ 4550¢ $ 41117 $ 4,394 10.7% $ 134,66: $ 11408t $ 20,57¢ 18.(%

Property Operations— The increase in property operations expense dti@dghree and nine months ended September 30,2898 ue to
increases of $1,446 and $7,771, respectively, &tedcwith acquisitions of new properties durin@2@nd 2008, and $314 and $1,245,
respectively, at existing stabilized and lease1qgperties due to increases in snow removal anitiesil

Tenant Reinsurance—The increase in tenant reinsurance expense isodmgr tcontinued success in promoting the tenansueance
program at our sites during the first three quartér2008. Overall customer participation increaseapproximately 46% at September 30,
2008 compared to approximately 32% at Septembe By

Unrecovered Development/Acquisition Costs—These costs relate to unsuccessful developmera@quasition activities during the periods
indicated. The increase for the nine months er@atember 30, 2008 is primarily due to the writkedfcosts related to an unsuccessful
acquisition.

General and Administrative —The increase in general and administrative expgewses primarily due to the increased costs assutiaith
the management of the additional properties thatwadded through acquisitions and development @7 2td 2008.

Depreciation and Amortization— The increase in depreciation and amortization expéna result of additional properties that weldea
through acquisitions and development in 2007 ari820
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Other Revenues and Expenses

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

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 $ Change % Change 2008 2007 $ Change % Change
Other revenue and expenses

Interest expense $ (15,909 $ (16,079 $ 178 (1.D)%$ (48,220 $ (4491) $ (3,309 7.4%
Interest income 1,28( 1,821 (541) (29.7)% 2,57¢ 6,937 (4,362) (62.9%
Interest income on note receivable from

Preferred Operating Partnership unit hol 1,21z 1,28( (67) (5.20% 3,63¢ 1,28( 2,35¢ 184.2%
Equity in earnings of real estate ventures 2,01¢ 1,307 711 54.5% 4,61( 3,697 917 24.8%
Loss on sale of investments available for sale — — — — (1,415 — (1,415 100.(%
Fair value adjustment of obligation associa

with Preferred Operating Partnership u — 1,052 (1,054) (100.0% — 1,052 (1,059 (100.0%
Minority interest - Operating Partnership (766€) (869 10z (11.9% (1,899 (1,76¢) (125) 7.1%
Minority interest - other 147 113 34 30.1% 408 153 25C 163.2%

Total other expense $ (12,01H $ (11,379 $ (639) 56% $ (40,309 $ (33,56 $ (6,739 20.1%

Interest Expense—The decrease in interest expense for the threehs@mded September 30, 2008 consists primarilydeiceease of $667
on corporate and other debt mainly as a resulbhdferease in capitalized interest, offset by amease of $492 associated with new loans
obtained on properties acquired in 2007 and 200& increase in interest expense for the nine nscerided September 30, 2008 consists
primarily of an increase of $2,989 associated wélv loans obtained on properties acquired in 20@72808 and an increase of
approximately $617 on corporate debt related mamipe $250,000 in exchangeable senior notesdssuelarch 2007, offset by a decrease
of $298 related to an increase in capitalized eger

Interest Income— For the three and nine months ended Septembel088, the decrease in interest income was due phnarthe fact that
we held $49.2 million of investments available $ale at September 30, 2007 versus having no ineestnavailable for sale at September 30,
2008. The investments available for sale were @mgetl with cash that was generated by the exchalegsaior notes offering in

March 2007. This decrease was partially offsethgyadditional interest generated from the procémeas the common stock offering in

May 2008 held in cash and cash equivalents.

Interest Income on Note Receivable from Preferred @erating Partnership Unit Holder — Represents interest on a $100,000 loan to the
holders of the Preferred OP units.

Equity in Earnings of Real Estate Ventures—The increase in equity in earnings of real estatdgwres for the three and nine months ended
September 30, 2008 is due to the increase in @@stment in the VRS joint venture from 5% to 45%Jaty 1, 2008.

Loss on Sale of Investments Available for Sale -Represents the amount of loss recorded on Feb29ar3008 related to the liquidation of
auction rates securities held in investments akiléor sale.

Minority Interest—QOperating Partnership— Income allocated to the Operating Partnership (iclg the Preferred OP units) represents
5.83% and 7.14% of the net income before minornitgriest for the three months ended September 88, &0d 2007, respectively.

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

FUNDS FROM OPERATIONS

Funds from Operations (“FFO”) provides relevant amehningful information about our operating perfarme that is necessary, along with
net income and cash flows, for an understandinguofperating results. We believe FFO is a meanirdjéclosure as a supplement to net
earnings because net earnings assumes that thes\adlteal estate assets diminish predictably tiwer as reflected through depreciation and
amortization expenses. We believe that the valfiesab estate assets fluctuate due to market dondiaind FFO more accurately reflects the
value of our real estate assets. FFO is definetidojNational Association of Real Estate Investniensts, Inc. (‘“NAREIT”) as net income
computed in accordance with U.S. generally acceptedunting principles (“GAAP”), excluding gainslosses on sales of operating
properties, plus depreciation and amortizationafter adjustments to record unconsolidated parigssand joint ventures on the same bz
We believe that to further understand our perforteaiFO should be considered along with the regdaréd income and cash flows in
accordance with GAAP, as presented in the condelidfinancial statements.

The computation of FFO may not be comparable to Féforted by other REITs or real estate compahigsdo not define the term in
accordance with the current NAREIT definition oatlnterpret the current NAREIT definition diffetdn FFO does not represent cash
generated from operating activities determinedcitonedance with GAAP, and should not be consideseahaalternative to net income as an
indication of our performance, as an alternativedbcash flow from operating activities as a meast our liquidity, or as an indicator of ¢
ability to make cash distributions. The followirapte sets forth the calculation of FFO (amountsrathousands, except for share data):
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Three months ended September 3( Nine months ended September 3|
2008 2007 2008 2007
Net income attributable to common stockholder: $ 12,327 $ 9,82¢ $ 27,92¢ % 24,99:
Adjustments
Real estate depreciatit 10,79 8,87 30,52¢ 24,29(
Amortization of intangible: 1,06¢€ 1,267 3,50¢ 2,871
Joint venture real estate depreciation and amdidiz 1,53¢ 1,00¢ 3,64 3,091
Joint venture loss on sale of proper — 15 — 20
Fair value adjustment of obligation associated \Riteferred
Operating Partnership uni — (1,059 — (1,059
Distributions paid on Preferred Operating Partniprehits (1,439 — (4,319 —
Income allocated to Operating Partnership minantgrest 76€ 86¢ 1,89: 1,76¢
Funds from operations $ 25,04t $ 20,79¢ $ 63,18. $ 55,98¢
Weighted average number of she- diluted 87,263,01 70,567,07 79,226,23 69,702,83

SAME-STORE STABILIZED PROPERTY RESULTS

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

Three months endec Nine months endec
September 30, Percent September 30, Percent

2008 2007 Change 2008 2007 Change
Same-store rental revenues $ 4748t $ 46,68 1.7%$ 139,56¢ $ 137,01: 1.¢%
Same-store operating expenses 16,29: 16,31 (0.2)% 48,56 48,26¢ 0.6%
Same-store net operating income 31,19¢ 30,37( 2.7% 91,00¢ 88,74¢ 2.5%
Non sam-store rental revenues 12,50¢ 8,52¢ 46.7% 35,331 12,82( 175.€%
Non sam-store operating expenses 5,07t 3,29¢ 54.1% 14,30° 5,58¢ 156.(%
Total rental revenues $ 59,997 $ 55,20¢ 8.7% $ 17490t $ 149,83: 16.7%
Total operating expenses $ 21,36 $ 19,60 9.%$ 62,87 $ 53,85¢ 16.7%
Same-store square foot occupancy

of quarter enc 86.(% 86.6% 86.(% 86.6%

Properties included in sar-store 211 211 211 181

The increase in same-store rental revenues fdhtke and nine months ended September 30, 2008t erior year was due to increased
rental rates to existing customers and our aHititinaintain occupancy. For the three and nine nwatided September 30, 2008, operating
expenses were similar to the same periods in tioe year.

CASH FLOWS

Cash flows provided by operating activities werd, 885 and $78,852, respectively, for the nine meetided September 30, 2008 and 2007.
The decrease compared to the prior year primazltes to the increase in receivables from relpseties offset by the increase in
depreciation and amortization and the loss on imvests available for sale.

Cash used in investing activities was $128,937%281,007, respectively, for the nine months endeguteSnber 30, 2008 and 2007. The
decrease relates primarily to the change in investsavailable for sale. For the nine months erBgatember 30, 2008, there were proceeds
from the sale of investments available for sal$2,812 compared to purchases of investments alaiflar sale of $49,200 for the same
period in the prior year. Additionally, for thenei months ended September 30, 2008, $55,602 wai$guahe acquisition of real estate ass
compared to $144,347 for the nine months endeceSeyr 30, 2007.
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These decreases were offset by an increase irpedgiior investments in real estate ventures, whiah $48,941 for the nine months ended
September 30, 2008, compared to $4,769 for themoths ended September 30, 2007.

Cash provided by financing activities was $149,24d $113,184, respectively, for the nine monthsedrgeptember 30, 2008 and 2007. The
increase in cash provided by financing activitigerahe prior period relates primarily to the prede from the sale of common stock in

May 2008 of $232,718. In March 2007, we issued0$230 in exchangeable senior notes and in June ®803sued a $100,000 loan to a
Preferred OP unit holder.

COMMON CONTINGENT SHARES AND COMMON CONTINGENT UNIT PROPERTY PERFORMANCE

As described in the notes to our unaudited condkosesolidated financial statements, upon the aehient of certain levels of net operating
income with respect to 14 of our properties, oulSS@nd our Operating Partnership’s CCUs will conweo additional shares of common
stock and OP units, respectively.

As of September 30, 2008, 2,508,920 CCSs and 12%;@Js have converted to common stock and OP usgpgectively. Based on the
performance of the properties as of September@18,2an additional 292,133 CCSs and 15,028 CCUarbeeligible for conversion. The
board of directors approved the conversion of tl@&S&s and CCUs on October 30, 2008 as per ourethartd the shares and units were
issued on November 5, 2008.

The table below outlines the performance of theerties for the three and nine months ended Segtiedth 2008 and 2007:

Three Months Ended Nine Months Ended
September 30, Percent September 30, Percent

2008 2007 Change 2008 2007 Change
CCS/CCU rental revenues $ 3,37 % 3,094 9.0% $ 9,951 $ 8,94¢ 11.2%
CCS/CCU operating expenses 1,28¢ 1,341 (4.0% 3,87¢ 3,97: (2.4)%
CCS/CCU net operating income 2,08t 1,75¢ 18.¢% 6,072 4,97: 22.1%
Non CCS/CCU rental revenu 56,62« 52,11¢ 8.7% 164,95! 140,88t 17.1%
Non CCS/CCU operating expens 20,07¢ 18,26¢ 9.9% 58,99: 49,88: 18.2%
Total rental revenues $ 59,997 $ 55,20¢ 87% % 17490t $ 149,83: 16.7%
Total operating expenses $ 21,367 $ 19,607 9.0% $ 62,87 $ 53,85 16.7%
CCS/CCU square foot occupancy a

of quarter enc 79.(% 80.7% 79.(% 80.7%

Properties included in CCS/CC 14 14 14 14

The increase in CCS/CCU rental revenues for theethind nine months ended September 30, 2008 waarpyi due to increased rental rates
and increased occupancy. The decrease in expiemsbe three and nine months ended September088, was primarily due to a reduction
in advertising costs and payroll.

OPERATIONAL SUMMARY

For the nine months ended September 30, 2008, mtéced our same-store property revenue growth avitevenue increase of 1.9%
compared to the same period in 2007. Occupancyratame-store properties was fairly consistent peaa-to-year basis, reaching 86.0% as
of September 30, 2008 compared to 86.8% as of Séyete30, 2007.

For the nine months ended September 30, 2008, dinkets of Chicago, Dallas, Houston, SacramentoSamdFrancisco/Oakland were the top
performers among our stabilized properties. Marget$orming below our portfolio average in revemguewth included Las Vegas,
Miami/Fort Lauderdale, Philadelphia, and Phoenix.

Property revenue growth was evident in the majaritsnarkets in which we operate. The growth in pryrevenue is the result of increases
in occupancy and rental rates to both new andiegisustomers. Property expenses increased pringia result of increases in snow
removal and utilities.
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OUTLOOK

In the first nine months of 2008, we continuedde a generally stable climate for self-storagd@nited States. Rental activity was flat
overall when compared with the first nine month20®7 and vacates increased slightly when compartite same period. Despite the lack
of increased demand, we were able to raise same-ata overall portfolio revenue through increassdal rates to existing customers. We
continue to selectively discount certain sites anils based on occupancy, availability, and contigetparameters that are controlled through
our centralized, real-time technology systems a&vemue management team.

We anticipate generally stable self-storage funddaie to continue in our core markets. We belidw the ability exists to increase revenues
in the remainder of 2008 over levels achieved iD72@We anticipate continued competition from akkgiors, both public and private, in al
the markets in which we operate. However, we belidnat the quality and location of our propertytfmio, our revenue management
systems, and the strength of our self-storage fmeai¢als will provide opportunities to grow revenirethe remainder of 2008.

We are continually seeking to drive rental activatyd revenue growth by actively managing both pg@nd promotional strategies through
our revenue management team and utilizing the yreldagement features of our technology systemousétraining, operational initiatives
and marketing promotions, including national cablevision advertising, continue to be implemenfHtese activities also provide support
for increased rentals at the store level.

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

LIQUIDITY AND CAPITAL RESOURCES

As of September 30, 2008, we had $112,076 availaldash and cash equivalents. This cash resuttethply from the issuance and sale of
approximately 15.0 million shares of our commorcktpursuant to a public offering in May 2008. Atishially, on September 29, 2008 we
entered into a purchase agreement to sell 3.0omilhares of our common stock in a registered tylacement. The offering closed on
October 3, 2008, and we received net proceedsmbapnately $44,100 as a result. We intend toawgecash to purchase additional self-
storage properties and for general corporate pesascluding repaying indebtedness as it comesrdR@09, and to fund other working
capital needs during the remainder of 2008. Addélty, we are required to distribute at least 9096w net taxable income, excluding net
capital gains, to our stockholders on an annuashasnaintain our qualification as a REIT. Therefat is unlikely that we will have any
substantial cash balances that could be used tboueéquidity needs. Instead, these needs mustdtefrom cash generated from operations
and external sources of capital.

Our cash and cash equivalents are held in accawamsiged by third party financial institutions awoesist of invested cash and cash in our
operating accounts. To date, we have experiencéadss or lack of access to our cash or cash elgmitsa however, there can be no assuri
that access to our cash and cash equivalentsatib@impacted by adverse conditions in the firaoiarkets.

On October 19, 2007, we entered into a $100,008lvang line of credit (the “Credit Line”). We intehto use the proceeds from the Credit
Line for general corporate purposes and acquisti®he Credit Line has an interest rate of betwihand 250 basis points over LIBOR,
depending on certain of our financial ratios. Thredt Line is collateralized by mortgages on certaial estate assets. The Credit Line
matures October 31, 2010 with two one-year exteissévailable. There were no amounts outstandingrihé Credit Line as of
September 30, 2008 or December 31, 2007.

As of September 30, 2008, we had $1,299,678 of, dedtlting in a debt to total capitalization ratiod9.2%. As of September 30, 2008, the
ratio of total fixed rate debt and other instrunsetottotal debt was 91.5% ($61,770 on which we lzaxreverse interest rate swap has been
included as variable rate debt). The weighted ayeenaterest rate of the total of fixed and varialie debt at September 30, 2008 was 5.0%.

Real estate assets are pledged as collateral fatetnt. We are subject to certain restrictive cewds relating to our outstanding debt. We
were in compliance with all covenants at Septen30e2008.

We expect to fund our short-term liquidity requikemis, including operating expenses, recurring abpkpenditures, dividends to
stockholders, distributions to holders of OP uaitdl interest on our outstanding indebtedness ocoiiobperating cash flow, cash on hand
borrowings under the Credit Line.

Our liquidity needs also consist of new facilityweéopment, property acquisitions, principal paymnsamtder our borrowings and noaeurring
capital expenditures. In addition, we evaluateanrongoing basis, the merits of strategic acquisstiand other relationships, which

may require us to raise additional funds. We doexgiect that our operating cash flow will be suéfit to fund our liquidity needs and inste
expect to fund such needs out of additional bomgwiof secured or unsecured indebtedness, joittirgnwith third parties and from the
proceeds of public and private offerings of eqaity debt. Additional capital may not be availabigerms favorable to us, or at all. Any
additional issuance of equity or equity—linked séms may result in dilution to our stockholdelrs.addition, any new securities we issue
could have rights, preferences and privileges seaibolders of our common stock. We may also uBeu@its as currency to fund acquisiti
from self-storage owners who desire tax-deferrahair exiting
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transactions.

The U.S. credit markets have recently experienggdficant dislocations and liquidity disruptionsigh have caused the spreads on
prospective debt financings to widen considerabhese circumstances have materially impacted lityuid the debt markets, making
financing terms for borrowers less attractive, andertain cases have resulted in the unavailglwfittertain types of debt financing.
Continued uncertainty in the credit markets mayatiggly impact our ability to access additional tiancing or to refinance existing debt
maturities on favorable terms (or at all), whichynm@gatively affect our ability to make acquisitsoand fund current and future development
projects. In addition, the financial condition betlenders under our credit facilities may worsethe point they default on their obligation:
make available to us the funds under those faaslitiA prolonged downturn in the credit markets mweayse us to seek alternative sources of
potentially less attractive financing, and may fiegjus to adjust our business plan accordinghaddition, these factors may make it more
difficult for us to sell properties or may advessaffect the price we receive for properties thatde sell, as prospective buyers may
experience increased costs of debt financing dicdifies in obtaining debt financing. These eventthe credit markets have also had an
adverse effect on other financial markets in th@&édhStates, which may make it more difficult osttp for us to raise capital through the
issuance of common stock, preferred stock or ahjaity securities. These disruptions in the finahgiarkets may have other adverse effects
on us or the economy generally.

FINANCING STRATEGY
We will continue to employ leverage in our capgalcture in amounts determined from time to timebr board of directors. Although our
board of directors has not adopted a policy whiclit$ the total amount of indebtedness that we meyr, we will consider a number of
factors in evaluating our level of indebtednessiftome to time, as well as the amount of such iteldtess that will be either fixed or varia
rate. In making financing decisions, we will coraidactors including but not limited to:

« the interest rate of the proposed financing;

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

*  prepayment penalties and restrictions on refinajcin

» the purchase price of properties acquired with fiabnhcing;

* long-term objectives with respect to the financing;

i target investment returns;

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

» overall level of consolidated indebtedness;

» timing of debt and lease maturities;

e provisions that require recourse and cross-coliztion;

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

» the overall ratio of fixed and variable rate debt.
Our indebtedness may be recourse, non-recoursess-collateralized. If the indebtedness is nomuese, the collateral will be limited to the
particular properties to which the indebtednesstesl In addition, we may invest in properties sctijo existing loans collateralized by
mortgages or similar liens on our properties, oy meinance properties acquired on a leveragedsbdée may use the proceeds from any
borrowings to refinance existing indebtednessefmance investments, including the redevelopméekisting properties, for general
working capital or to purchase additional intereéstpartnerships or joint ventures or for othergmges when we believe it is advisable.
We may from time to time seek to retire, repurch@sedeem our outstanding debt, shares of comiteak sr other securities in open mat
purchases, privately negotiated transactions @rafise. Such repurchases or redemptions, if ailyd@pend on prevailing market
conditions, our liquidity requirements, contractugstrictions and other factors.

OFF-BALANCE SHEET ARRANGEMENTS

Except as disclosed in the notes to our unauditedensed consolidated financial statements, weotloutrently have any relationships with
unconsolidated entities or financial partnershipsh as entities often referred to as structureghfie or special
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purposes entities, which typically are establisteedhe purpose of facilitating off-balance sheeagements or other contractually narrow or
limited purposes. Further, except as disclosetiémbtes to our unaudited condensed consolidataddial statements, we have not
guaranteed any obligations of unconsolidated estitior do we have any commitments to provide futbrany such entities. Accordingly,
we are not materially exposed to any financingyidigty, market or credit risk that could arise i€wad engaged in these relationships.

The exchangeable senior notes provide for excedsaege value to be paid in shares of our commark st@ur stock price exceeds a certain
amount. See the notes to our financial statements further description of our exchangeable semites.

CONTRACTUAL OBLIGATIONS

The following table summarizes our contractual gdgions as of September 30, 2008:

Payments due by Period

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

Operating leases $ 59,30 $ 534¢ $ 10,30¢ $ 7,79¢ $ 35,85¢
Notes payable, exchangeable senior n

and notes payable to tru:

Interest 559,00: 56,82( 92,91: 81,32¢ 327,94!

Principal 1,299,67 282,58 226,97 30,48 759,63
Total contractual obligations $ 191798 $ 344750 $ 330,19: $ 119,60¢ $ 1,123,43

At September 30, 2008, the weighted-average irtess for all fixed rate loans was 5.0%, and tleégited-average interest rate for all
variable rate loans was 5.1%.

SEASONALITY

The self-storage business is subject to seasarcailifitions. A greater portion of revenues and fweafie realized from May through
September. Historically, our highest level of ocagy has been as of the end of July, while our $d\bexel of occupancy has been in late
February and early March. Results for any quartey ot be indicative of the results that may baeaad for the full fiscal year.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
Market Risk

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

Interest Rate Risk

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

As of September 30, 2008, we had $1,299,678 in detfat, of which $110,746 was subject to variabteriest rates (including the $61,770 on
which we have a reverse interest rate swap). I{QRBwvere to increase or decrease by 100 basis ptietincrease or decrease in interest
expense on the variable rate debt would increaseanease future earnings and cash flows by $&thfAdally.

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

The fair value of our fixed rate notes payable hexgeable senior notes and notes payable to auSeptember 30, 2008 was $1,280,751.
The carrying value of these fixed rate notes pagjabtchangeable senior notes and notes payableste &t September 30, 2008 was
$1,188,932.
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ITEM 4. CONTROLS AND PROCEDURES
0] Disclosure Controls and Procedures

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

rules and forms of the Securities and Exchange Gegiom, and that such information is accumulatedi @mmunicated to our management,
including our Chief Executive Officer and Chief kirtial Officer, as appropriate, to allow timely &émns regarding required disclosure
based on the definition of “disclosure controls angcedures” in Rule 13a-15(e) of the Exchange ictlesigning and evaluating the
disclosure controls and procedures, managemengmexad that any controls and procedures, no matterwell designed and operated, can
only provide a reasonable assurance of achieviagléisired control objectives, and in reaching aaeable level of assurance, management
necessarily was required to apply its judgmentvalating the cost-benefit relationship of possifatrols and procedures.

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

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

(i) Changes in internal control over financial reporting

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

PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

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

ITEM 1A. RISK FACTORS
There have been no material changes in our rigkrfafrom those disclosed in our 2007 Annual ReporForm 10-K.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

As described in the notes to our unaudited condkosesolidated financial statements, upon the aehient of certain levels of net operating
income with respect to 14 of our properties, ouiSS@nd our CCUs will convert into additional shasommon stock and OP units,
respectively. Subject to certain lock-up periodd adjustments, the units are generally exchangdablhares of common stock on a one-for-
one basis or an equivalent amount of cash, atgtieroof the Company.

As of September 30, 2008, 2,508,920 CCSs and 12%@Js have converted to common stock and OP uagpgectively. Based on the
performance of the properties as of September@18,2an additional 292,133 CCSs and 15,028 CCUarbeeligible for conversion. The
board of directors approved the conversion of tl&S&s and CCUs on October 30, 2008 as per ourethartd the shares and units were
issued on November 5, 2008. The shares and uafits issued in private placements in reliance onid®e8(a)(9) and Section 4(2) of the
Securities Act of 1933, as amended, and the ruldsegulations promulgated thereunder. We receaieeddditional consideration for the
conversions.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

10.1

10.2

10.3

10.4

10.5

31.1

31.2

32.1*

Amended and Restated Employment Agreement, dateflAsgust 28, 2008, by and between Extra Spacex@éolnc., Extra Space
Storage LP and Kenneth M. Woolley (incorporateddfgrence to Exhibit 10.1 of Forn-K filed on September 4, 200¢

Amended and Restated Employment Agreement, datefifasgust 28, 2008, by and between Extra Space§eolnc., Extra Space
Storage LP and Kent W. Christensen (incorporaterefgrence to Exhibit 10.2 of Forn-K filed on September 4, 200¢

Amended and Restated Employment Agreement, datefifasgust 28, 2008, by and between Extra Space§¢olnc., Extra Space
Storage LP and Karl Haas (incorporated by referém&xhibit 10.3 of Form-K filed on September 4, 200¢

Amended and Restated Employment Agreement, dateflAsgust 28, 2008, by and between Extra Spacex@éolnc., Extra Space
Storage LP and Charles L. Allen (incorporated bgnence to Exhibit 10.4 of Forn-K filed on September 4, 200¢

First Amendment to Second Amended and Restatedefrggpt of Limited Partnership of Extra Space Stotagefiled herewith
Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
Certification of Chief Financial Officer pursuawnt $ection 302 of the Sarba-Oxley Act of 2002

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

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

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

EXTRA SPACE STORAGE INC
Registrant

Date: November 5, 2008 /s/ Kenneth M. Woolle
Kenneth M. Woolley
Chairman and Chief Executive Offic
(Principal Executive Officer

Date: November 5, 2008 /s/ Kent W. Christense
Kent W. Christense
Executive Vice President and Chief Financial Offi
(Principal Financial Officer)
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Exhibit 10.5
EXECUTION COPY

FIRST AMENDMENT TO SECOND AMENDED AND RESTATED AGRE EMENT OF LIMITED PARTNERSHIP OF EXTRA
SPACE STORAGE LP

This First Amendment to Second Amended and Restegegement of Limited Partnership of Extra Spaae&je LP, dated
September 18, 2008 (tHidmendment”), is entered into by and among ESS Holdings Bssifigust |, a Massachusetts business trust (the
“General Partner”) and the limited partners listed on ExhibithAreto (théLimited Partners” ).

WHEREAS, the General Partner and ESS Holdings Business MrasMassachusetts business trust (Perent Limited Partner”;
and collectively with the General Partner and timited Partners, th#artners” ), entered into that certain First Amended and &edt
Agreement of Limited Partnership of Extra Spaca&je LP dated as of August 17, 2004 (Beginal Agreement”);

WHEREAS, the General Partner and the Parent Limited Paaimemnded and restated the Original Agreement byiegtmto that
certain Second Amended and Restated Agreementufdd Partnership of Extra Space Storage LP“@aetnership Agreement”) dated as
of June 25, 2007, in order to admit the LimitedtRens into Extra Space Storage LP (tRartnership” ), including the admission of those
Limited Partners that hold Series A Preferred Ugatsdefined in the Partnership Agreement), arsgtdorth the rights and responsibilities of
the Partners and the Partnership;

WHEREAS, the Partners wish to clarify in this Amendment éllecation provisions of the Partnership Agreenteneflect the
original economic understanding and agreement arttenparties with respect to the treatment of dgatien in allocations of Net Income
and Net Loss to Holders of Series A Preferred Uai$sset forth herein; and

NOW THEREFORE, in consideration of the mutual covenants and agestsrherein contained and other good and valuable
consideration, the receipt, adequacy and suffigi@fiavhich are hereby acknowledged, the partiestioeintending legally to be bound,
hereby amend the Partnership Agreement as follows:

1. Definitions. Capitalized terms used herein, unless otherwaéfieet herein, shall have the same meanings dersiein the
Partnership Agreement.




2. Amendments
a. Article | of the Partnership Agreement is hereby amendeatctode the following definition in alphabetical erd

“ Adjusted Section 704(b) Net Incomieneans, for any Partnership Year or other applegleriod, (i) the
Partnership’s Net Income for such Partnership Yoeather applicable period as determined undeCibde, minus
(i) that portion of the Series A Preferred PripfiReturn for such Partnership Year or other appleaeriod that
consists of an amount, with respect to each Sérieeeferred Unit, equal to 5.00% per annum on theeS A
Preferred Stated Value per Series A Preferred daifjmencing on the date of original issuance oSbees A
Preferred Units.”

b. Section 6.2f the Partnership Agreement is hereby amendediing a new paragraph D. as follows:

“D. Depreciation AdjustmentsNotwithstanding anything to the contrary in Sewt6.2.A(a)(iv) of this
Agreement, for any Partnership year or other appli period, (a) allocations of Net Income to tleeics A
Preferred Units with respect to that portion ofittgeries A Preferred Priority Return consistingbdd0% per
annum on the Series A Preferred Stated Value péesSa Preferred Unit shall be exclusive of Depagioin, and
(b) the Series A Preferred Units shall be alloc&@egreciation on a proportionate basis with respethe
remaining portion of their Series A Preferred AtyoReturn consisting of the Series A Preferredfy Return
consisting of the Series A Preferred Return. Fappses of Section 6.2.D.(lgbove, Depreciation shall be
allocated to the Series A Preferred Units based foaction, the numerator of which is that portadrthe Series A
Preferred Priority Return for a Partnership Yeaother applicable period that constitutes the Seki®referred
Return, and the denominator of which is the Adjdssection 704(b) Net Income for such Partnershiagrte other
applicable period.”

3. Effective Date. Because this Amendment sets forth the origined@ment among the parties and is intended to hyefonl
purposes of clarification, the parties agree thist Amendment shall be effective as of June 257200
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4, Continuing Effect of Partnership Agreemeiiixcept as modified herein, the Partnership Agedris hereby ratified and
confirmed in its entirety and shall remain and ewre in full force and effecprovided, howevethat to the extent there shall be a conflict
between the provisions of the Partnership Agreerardithis Amendment, the provisions in this Amendishall prevail. All references in
any document to the Partnership Agreement shalhrtteaPartnership Agreement, as amended hereby.

5. Counterparts This Amendment may be executed in any numbeoofterparts, each of which shall be deemed to be an
original and all of which shall constitute one ahd same agreement. Facsimile signatures shak&med effective execution of this
Amendment and may be relied upon as such. In thetdacsimile signatures are delivered, origindlsuzh signatures shall be delivered
within three (3) business days after execution.

[Remainder of Page Left Blank Intentionally]
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IN WITNESS WHEREOF, this Amendment has been executed as of the datenfiitten above.

GENERAL PARTNER :

ESS HOLDINGS BUSINESS TRUST |

By: /sl Kent W. Christense

Name: Kent W. Christense
Title: Trustee

LIMITED PARTNERS :

ESS HOLDINGS BUSINESS TRUST I

By: /sl Kent W. Christense

Name: Kent W. Christense
Title: Trustee




EXHIBIT A

LIMITED PARTNERS
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Exhibit 31.1

CERTIFICATION

I, Kenneth M. Woolley, certify that:

1. | have reviewed this quarterly report on Form 10f@xtra Space Storage Inc.;

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

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

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

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

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

(©) evaluated the effectiveness of the registrant’sloésire controls and procedures and presentedsimgiport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period coumyeldis report based on
such evaluation; and

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

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

€)) all significant deficiencies and material weaknessehe design or operation of internal contradrofinancial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

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

Date: November 5, 2008 By: /s/ Kenneth M. Woolle

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




Exhibit 31.2

CERTIFICATION

I, Kent W. Christensen, certify that:

1. | have reviewed this quarterly report on Form 10f@xtra Space Storage Inc.;

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

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

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

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

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

(©) evaluated the effectiveness of the registrant’sloésire controls and procedures and presentedsimgiport our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period cousyeldis quarterly report
based on such evaluation; and

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

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

€)) all significant deficiencies and material weaknessehe design or operation of internal contradrofinancial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

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

Date: November 5, 2008 By: /s/ Kent W. Christense

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




Exhibit 32.1

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

The undersigned, the Chief Executive Officer ofrBX@pace Storage Inc. (the “Company”), herebyfoestio his knowledge on the date
hereof, pursuant to 18 U.S.C. 1350(a), as adopieslipnt to Section 906 of the Sarbanes-Oxley AR0DOR, that the Quarterly Report on
Form 10-Q for the quarter ended September 30, 20@8'Form 10-Q”), filed concurrently herewith byt Company, fully complies with the
requirements of Section 13(a) or 15(d) of the SdesrExchange Act of 1934, as amended, and tleainflormation contained in the Form 10-
Q fairly presents, in all material respects, timaficial condition and results of operations of@lmenpany.

By: /s/ Kenneth M. Wooller

Name: Kenneth M. Woolle

Title: Chairman and Chief Executive Offic
November 5, 200

The undersigned, the Chief Financial Officer offax$pace Storage Inc. (the “Company”), herebyfestto his knowledge on the date
hereof, pursuant to 18 U.S.C. 1350(a), as adopieslipnt to Section 906 of the Sarbanes-Oxley ARDOR, that the Quarterly Report on
Form 10-Q for the quarter ended September 30, 20@8'Form 10-Q”), filed concurrently herewith byt Company, fully complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934, as amended, and tlainformation contained in the Form 10-
Q fairly presents, in all material respects, timaficial condition and results of operations of@lmenpany.

By: /s/ Kent W. Christense

Name: Kent W. Christense

Title: Executive Vice President and Chief Finan€dficer
November 5, 200




