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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 qoimag our plans, objectives, goals, strategiesirfuevents, future revenues or
performance, capital expenditures, financing nepldsis or intentions relating to acquisitions attteo information that is not historical
information. In some cases, forward-looking statet®ean be identified by terminology such as “hede” “expects,” “may,” “will,”

“should,” “anticipates,” or “intendsbdr the negative of such terms or other comparataihology, or by discussions of strategy. We nlag
make additional forward-looking statements frometita time. All such subsequent forward-looking estagnts, whether written or oral, by us
or on our behalf, are also expressly qualifiedi®se cautionary statements.

All forward-looking statements, including withounitation, management’s examination of historica¢mting trends, are based
upon our current expectations and various assumgptiour expectations, beliefs and projections apeessed in good faith and we believe
there is a reasonable basis for them, but, therdeano assurance that management’s expectatielfstand projections will result or be
achieved. All forward-looking statements apply oayyof the date made. We undertake no obligatiguidicly update or revise forward-
looking statements which may be made to reflechever circumstances after the date made or teatthe occurrence of unanticipated
events.

There are a number of risks and uncertaintiesdbiald cause our actual results to differ materitthyn the forward-looking
statements contained in or contemplated by thisrtepny forward-looking statements should be cdased in light of the risks referenced in
“Part Il. Item 1A. Risk Factors” below and in “Paritem 1A. Risk Factors” included in our Annuagport on Form 10-K. Such factors
include, but are not limited to:

. changes in general economic conditions artdeérmarkets in which we operate;

the effect of competition from new self-sipedacilities or other storage alternatives, whigkuld cause rents and occupancy rates
to decline;

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

. difficulties in our ability to evaluate, finae and integrate acquired and developed propénte®ur existing operations and to fill
up those properties, which could adversely affectofitability;

. the impact of the regulatory environment &l as national, state, and local laws and regutatincluding, without limitation, those
governing Real Estate Investment Trusts, which@mdrease our expenses and reduce the our caidbderdor distribution;

. difficulties in raising capital at reasonabd¢es, which could impede our ability to grow; and

. delays in the development and constructiaegss, which could adversely affect our profitéailand economic uncertainty due to
the impact of war or terrorism which could adveysaffect our business plan.
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

Extra Space Storage Inc.
Condensed Consolidated Balance Sheets

(in thousands, except share and per share amounts)

March 31, 2006

December 31, 200!

(unaudited)
Assets:
Real estate assets, | $ 1,251,31! $ 1,212,67
Investments in real estate ventu 89,65 90,89¢
Cash and cash equivalel 11,06: 28,65
Restricted cas 16,75¢ 18,37:
Receivables from related parties and affiliated estate joint venture 16,59( 23,68
Notes receivabl 11,99¢ 12,10¢
Other assets, net 30,89¢ 33,79¢
Total assets $ 1,428,26¢ $ 1,420,109
Liabilities, Minority Interests, and Stockholders’ Equity:
Notes payabl $ 748,20 $ 747,19:
Notes payable to trus 119,59( 119,59(
Line of credit 25,00( —
Accounts payable and accrued expel 7,32¢ 13,26:
Other liabilities 23,58¢ 23,78t
Total liabilities 923,70t 903,82
Minority interest in Operating Partnerst 35,19 36,01(
Other minority interest 22¢ 22¢
Commitments and contingenci
Stockholder' equity:
Preferred stock, $0.01 par value, 50,000,000 stanorized, no shares issued or outstan — —
Common stock, $0.01 par value, 200,000,000 shathe@zed, 51,775,816 and 51,765,795
shares issued and outstanding at March 31, 200®acember 31, 2005, respectivi 51¢ 51¢
Paic-in capital 623,80 626,12:
Deferred stock compensation — (2,379
Accumulated deficit (155,179 (144,139
Total stockholders’ equity 469,14 480,12¢
Total liabilities, minority interests, and stocktets’ equity $ 1,428,26! $ 1,420,19;

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

(unaudited)
Three months ended March 31,
2006 2005
Revenues:
Property renta $ 39,17 $ 22,22
Management and franchise fe 5,15¢ 36¢
Tenant insuranc 921 —
Acquisition and development fe 50 267
Other income 65 51
Total revenues 45,37( 22,90¢
Expenses:
Property operation 14,74: 8,87¢
Tenant insuranc 633 —
Unrecovered development/acquisition cc 31¢ 107
General and administrati\ 9,24~ 2,97
Depreciation and amortization 9,27¢ 5,73(
Total expenses 34,21 17,69:
Income before interest, minority interest and gginitearnings of real estate ventu 11,15¢ 5,21¢
Interest expense (11,989 (6,239
Interest incomt 482 10
Minority interest - Operating Partnership (54) 56
Equity in earnings of real estate ventures 1,13¢ 317
Net income (loss) 73€ (640
Net income (loss) per common sh
Basic $ 001 $ (0.02)
Diluted $ 0.01 $ (0.02)
Weighted average number of shs
Basic $ 51,593,72 31,169,95
Diluted 55,709,43 31,169,95
Cash dividends paid per common shar $ 0.2: $ 0.23

See accompanying notes to unaudited condensedlitiated financial statements.
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Extra Space Storage Inc.
Condensed Consolidated Statement of Stockholders'gbity
(in thousands, except share and per share amounts)

(unaudited)
Total
Common Stock Paid-in Deferred Accumulated Stockholders'
Shares Par Value Capital Compensation Deficit Equity
Balances at December 31, 2005 51,765,79 $ 51¢ $ 626,120 $ (2,379 $ (144,139 $ 480,12
Reclassification of deferred
compensation upon adoption of
SFAS 123F — — (2,379 2,37¢ — —
Issuance of common stock upon the
exercise of option 10,02: — 91 — — 91
Other Adjustments — — (425) — — (425)
Compensation expense related to stc
based award — — 38€ — — 38€
Net income — — — — 73€ 73€
Dividends paid on common stock at
$0.2275 per shai — — — — (11,779 (11,777
Balances at March 31, 2006 51,77581 $ 51¢ $ 623,80 $ — $ (155,17) $ 469,14:

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)

Three months ended March 31,

Cash flows from operating activities:
Net income (loss) $
Adjustments to reconcile net income (loss) to mshcprovided by operating activitie
Depreciation and amortizatic
Stock compensation exper
Gain (loss) allocated to minority interests
Distributions from real estate ventures in excdssaonings
Accrued interest on notes receivable
Changes in operating assets and liabilit
Receivables from related parti
Other assets
Accounts payable
Other liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Acquisition of real estate assets
Development and construction of real estate assets
Proceeds from sale of real estate as
Investments in real estate ventures
Change in restricted cash
Principal payments received on notes receiv
Purchase of equipment and fixtures

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from notes payable, notes payable toanasline of credi
Principal payments on notes payable and line aficre
Deferred financing costs
Proceeds from exercise of stock optir
Dividends paid on common stock
Distributions to Operating Partnership units hejdhinority interests

Net cash provided by financing activities

Net decrease in cash and cash equiva
Cash and cash equivalents, beginning of the period

Cash and cash equivalents, end of the period $

Supplemental schedule of cash flow informatio
Interest paid, net of amounts capitali $

2006 2005
736 $ (640)
9,27¢ 5,73(
38€ —
54 (56)
1,30% 69
(251) —
7,09z 247
3,64¢ (716)
(5,935) (1,825)
(1,277 447
15,03( 3,25¢
(42,910 (55,327
(5,549 (1,067
72¢ —
(57) )
1,61¢ (1,080
364 —
(241) (197)
(46,042) (57,679
30,63 53,25;
(4,049 (2,765
(609) (400)
91 —
(11,77) (7,09)
(870) (621)
13,42: 42,38(
(17,59 (12,049
28,65: 24,32t
11,06 $ 12,28¢
10,96: $ 5,10%

See accompanying notes to unaudited condensedlitated financial statements.
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Extra Space Storage Inc.
Notes to Condensed Consolidated Financial Statemenfunaudited)
Amounts in thousands, except shares and per sharata

1. ORGANIZATION

Extra Space Storage Inc. (the “Company”) is a adlftinistered and self-managed real estate investmush (“REIT”), formed as a
Maryland corporation on April 30, 2004 to own, agter, manage, acquire and develop self-storagétieilocated throughout the United
States. The Company continues the business of Epiae Storage LLC and its subsidiaries (the “Rmeskor”), which had engaged in the
self-storage business since 1977. The Comsainierest in its properties is held through iteragping partnership, Extra Space Storage LF
“Operating Partnership”), which was formed on May604. The Company’s primary assets are generalgyaand limited partner interests
in the Operating Partnership. This structure is mmmly referred to as an umbrella partnership RBITUPREIT. The Company has electe
be taxed as a REIT under the Internal Revenue 601886, as amended. To the extent the Companynust to qualify as a REIT, it will
not be subject to tax, with certain limited excep$, on the taxable income that is distributedsstockholders.

The Company invests in self-storage facilities bguaring or developing whollpwned facilities or by acquiring an equity intergsteal
estate entities. At March 31, 2006, the Companydiatt and indirect equity interests in 553 steréarilities located in 34 states, and
Washington, D.C.

The Company operates in two distinct segmentsprdperty management and development; and (2) reptahtions. The Company’s
property management and development activitiesidehcquiring, managing, developing and sellinfysterage facilities. The rental
operations activities include rental operationsedf-storage facilities. No single tenant accodatsnore than 5% of rental income.

2. BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetaddial statements of the Company have been pdparaccordance with U.S.
generally accepted accounting principles (“GAARS) interim financial information and in accordaneigh the instructions to Form 1Q-and
Article 10 of Regulation S-X. Accordingly, they dot include all of the information and footnotequied by GAAP for complete financial
statements. In the opinion of management, all &ajeists (consisting of normal recurring accrualg)sidered necessary for a fair
presentation, have been included. Operating refulthe three months ended March 31, 2006 are@ctssarily indicative of results that r
be expected for the year ended December 31, 20@6Cbndensed Consolidated Balance Sheet as of Dec&h, 2005, has been derived
from the Company’s audited financial statementsfabat date, but does not include all of the infation and footnotes required by GAAP
for complete financial statements. For further infation refer to the consolidated financial stateteend footnotes thereto included in the
Company’s Annual Report on Form 10-K for the yaadlesl December 31, 2005 as filed with the SecurédiesExchange Commission
(“SEC").

3. STOCK-BASED COMPENSATION

Effective January 1, 2006, the Company adopted it of Financial Accounting Standards (“SFAS”) N23 (revised 2004), “Share—
Based Payment,” (“SFAS 123R"), which requires treasurement and recognition of compensation exgensd share-based payment
awards to employees and directors based on estrfaitevalues. SFAS 123R supersedes SFAS No. ¥3;dunting for Stock—Based
Compensation” and Accounting Principles Board QgiriNo. 25, “Accounting for Stock Issued to Employe@APB 25”"). The Company
adopted SFAS 123R using the modified prospectiydiegiion method of adoption which requires the @amy to record compensation cost
related to non-vested stock awards as of Decenhet(®5 by recognizing the unamortized grant daitevialue of these awards over their
remaining service period with no change in histdrieported earnings. Awards granted after Decer®bgP005 are valued at fair value in
accordance with provisions of SFAS 123R and recaghon a straight line basis over the service derad each award. The Company
estimated forfeiture rates for the three monthsdridarch 31, 2006 based on historical forfeituresifguideline companies since the
Company does not have sufficient history as a plybliaded company.

Prior to 2006, the Company accounted for stock-dbasenpensation in accordance with APB 25 usingrttisic value method, which
did not require that compensation cost be recogrfizethe Company’s stock options provided themptxercise price was established at
100% of the common stock fair value market on thie @f grant. Under APB 25, the Company was redumeaecord expense over the
vesting period for the value of restricted commutk granted. Prior
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to 2006, the Company provided pro forma disclosumeunts in accordance with SFAS No. 148, “Accounfor Stock—Based Compensation
— Transition and Disclosure” (“SFAS 148"), as if tladr value method defined by SFAS 123 had beetieppo its stock—based
compensation. The Company’s net loss and net lisshare for the three months ended March 31, 2@fd have been greater if
compensation cost related to stock options had bemorded in the financial statements based orvédire at the grant dates.

Options

The Company has the following two stock optionsiplander which shares are available for grant atMal, 2006: the 2004 Long-
Term Incentive Compensation Plan, and the 2004 Biloployee Directors’ Share Plan. Under the ternth@fplans, the exercise price of an
option shall be determined by the Compensation, iNating and Governance Committee and reflectetierapplicable award agreement.
Each option becomes exercisable after the perigeiods specified in the award agreement, whictegaly do not exceed 10 years from
date of grant (or five years in the case of anntige stock option granted to a 10% stockholdepgeifmitted under the plans). Options are
exercisable at such times and subject to such tasndetermined by the Compensation, Nominating@meernance Committee, but under no
circumstances may an option be exercised if suehcese would cause a violation of the ownershiptlimthe Company’s charter. Unless
otherwise determined by the Compensation, Nomigatimd Governance Committee at the time of grawt) stock options shall vest ratably
over a four-year period beginning on the date ahgrThe Company recorded $200 of compensationnsepeelating to outstanding options
during the three months ended March 31, 2006. Mapemsation expense was recorded related to outstpagtions during the three months
ended March 31, 2005.

The following assumptions were used to estimatddinesalue of options granted during the three therended March 31, 2006 and 2
using the Black-Scholes option-pricing model:

Three Months Ended

March 31,
2006 2005
Risk-free interest rate 3.7% 3.5%
Dividend yield 6.€% 7.2%
Expected volatility 21% 22%
Average expected term (yea 5 5

The Black-Scholes model incorporates assumptionaltee stock—based awards. The risk-free ratessdan the U.S. Treasury yield
curve in effect at the time of grant for the estieadlife of the option. The Company uses guidetiompanies to estimate the expected price
volatility and average expected term. These amaanetsiot materially different from the Company’stbrical data on valuation and exercise
timing.

The following table summarizes the Company’s atiigiwith respect to its stock option plans for fing three months of 2006 as
follows:

Weighted-
Weighted- Average
Number of Average Exercise Remaining Aggregate
Options Shares Price Per Share Contractual Term Intrinsic Value
Outstanding at January 1, 20 3,032,390 $ 13.8¢
Grantec 106,76: 15.0¢
Exercised (29,750 12.5¢
Cancelled (19,629 13.5]
Outstanding at March 31, 2006 3,089,78 $ 13.9¢ 88t $ 10,00¢
Vested and expected to vest in the future at
March 31, 200t 2,011,73 $ 13.0¢ 8.6 $ 8,34¢
Exercisable at March 31, 20! 341,84¢ $ 12.5¢ 84C $ 1,582

The aggregate intrinsic value in the table abopeasents the total value (the difference betweerCibmpanys closing stock price on tl
last trading day of the first quarter of 2006 alnel &€xercise price, multiplied by the number of ie-tmoney options) that would have been
received by the option holders had all option hiddixercised their options on March 31, 2006. Thewnt of aggregate intrinsic value will
change based on the fair market value of the Cogipatock.




The aggregate intrinsic value of options exercidatng the three months ended March 31, 2006 an8 s $97 and $0, respectively.
Exercise of options during the three months endadch31, 2006 and 2005 resulted in cash receigg®bfand $0, respectively.

Nor-vested Common Stock

During July 2005, the Company granted 190,000 shafraon-vested common stock to certain employeiésput consideration under
the Company’s 2004 Long-Term Incentive Compensdgiam. At the date of the grant, the recipient Alhdghts of a stockholder including
the right to vote and receive dividends subjecesdrictions on transfers and forfeiture provisioRse forfeiture and transfer restriction on the
shares lapse over a three to four year period hagjron the date of grant. The Company did notigshares of non-vested common stock
during the three months ended March 31, 2005. Tdragany recorded approximately $186 and $0 of cosgteon expense related to
outstanding shares of non-vested common stockbyeimployees during the three months ended MarcB@I6 and 2005, respectively.

The fair value of non-vested common stock awasdtetermined based on the closing trading pritckeCompany’s common stock on
the grant date. There were no non-vested sharegegrduring the three months ended March 31, 26862805. A summary of the
Company’s non-vested shares activity for the thmeaths ended March 31, 2006 was as follows:

Weighted-Average

Grant-Date
Shares Fair Value
Nonvested share
Nonvested at January 1, 2C 173,75 $ 15.6¢€
Granted — —
Vested — —
Forfeited — —
Nonvested at March 31, 20 173,750 $ 15.6¢

At March 31, 2006, there was $2,188 of total ungaimed compensation expense related tovesied shares granted to employees L
the Company’s 2004 Long-Term Incentive Compensd®iam. That cost is expected to be recognized avezighted-average period of 2.9
years. The valuation model applied in this caléatautilizes subjective assumptions that could ptitdly change over time, including tl
expected forfeiture rate. Therefore the amountnoécognized compensation expense at March 31, 20@® above does not necessarily
represent the expense that will ultimately be realiby the Company in the Statement of Operatibinere were no shares that vested during
the three months ended March 31, 2006. Unrecogriaetgbensation expense related to non-vested sbfrestricted common stock awards
granted to employees was recorded as deferred ewaen in stockholder’s equity at December 31,520 part of the adoption of SFAS
123R, $2,374 of unrecognized compensation expease@classified as a component of paid-in capital.

Summary

As a result of adopting SFAS 123R, the net incoeaidath in the Condensed Consolidated Financiale®tents for Operations for the
three months ended March 31, 2006, was $200 Idveer if the Company had continued to account fazkstbased compensation under APB
25. Pro forma net loss as if the fair value basethod had been applied to all awards for the threeths ended March 31, 2005 is as follc
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Three months ended

March 31,
2005
Net loss as reporte $ (640
Deduct: stock-based compensation expense (86)
Pro forma net loss $ (726)

Net loss per shai- basic and dilute
Basic and diluted - as reported
Basic and diluter- pro forma

(0.02)
(0.02)

8 &BH

4. NET INCOME (LOSS) PER SHARE

Basic earnings (loss) per common share is competividing the net income (loss) by the weightgdrage common shares
outstanding, less non-vested restricted stock t&ilearnings (loss) per common share measure&tfempance of the Company over the
reporting period while giving effect to all poteaitcommon shares that were dilutive and outstandinng the period. The denominator
includes the number of additional common sharetsvioald have been outstanding if the potential camrshares that were dilutive had been
issued and is calculated using the treasury statkad. Potential common shares are securities @sicptions, warrants, convertible debt,
and convertible Operating Partnership units) tloahokt have a current right to participate in eagsibut could do so in the future by virtue of
their option or conversion right. In computing tikutive effect of convertible securities, net imee or loss is adjusted to add back any
changes in earnings (loss) in the period associaitacthe convertible security. The numerator assadjusted for the effects of any other non-
discretionary changes in income or loss that woeddlt from the assumed conversion of those patiectimmon shares. In computing diluted
earnings (loss) per share, only potential commameshthat are dilutive, those that reduce earmegshare, are included. Since the Company
generated a loss for the three months ended MdrcRO®5, the impact of inclusion of the potentiaheersion of securities into common
shares is antililutive and therefore diluted earnings per shathé same as basic earnings per share. Excluoieditfie computation of dilut
common shares outstanding at March 31, 2005 a#&¥ 560 stock options and 2,730,050 convertible &jpey Partnership units.

5. REAL ESTATE ASSETS

The components of real estate assets are summasZetlows:

March 31, 2006 December 31, 2005

Land $ 315,95¢ $ 304,89:
Buildings and improvemen 960,25: 929,74!
Intangible asset- tenant relationshig 23,03¢ 22,17«
Intangible lease rights 3,40( 3,40(
1,302,64 1,260,21

Less: accumulated depreciation and amortization (67,127 (58,257)
Net operating real estate assets 1,235,52 1,201,95!
Real estate under development 15,79¢ 10,71¢
Net real estate assets $ 1,251,31' $ 1,212,67

On January 30, 2006 the Company sold an excesslmdreacant land in Lanham, Pennsylvania for $728re was no gain or loss
recognized in the sale.

6. PROPERTY ACQUISITIONS

On March 30, 2006, the Company purchased one etge facility located in Bensalem, Pennsylvanianfa third party for cash of
$3,814.
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On February 15, 2006, the Company purchased tlefesterage facilities located in Lakewood and Trmeg Washington from a third
party for cash of $17,866.

On January 17, 2006, the Company purchased onsteedfge facility located in Dacula, Georgia frofranchisee for cash of $5,148.

On January 13, 2006, the Company purchased onsteedige facility located in Venice, Florida fronfranchisee for cash of $8,003.

On January 6, 2006, the Company purchased onstsetfge facility located in Deland, Florida fronfranchisee for cash of $5,414.
7. INVESTMENTS IN REAL ESTATE VENTURES

Investments in real estate ventures at March 316 2bid December 31, 2005 consists of the following:

Excess Profit Equity Investment balance at

Participation % Ownership % March 31, 2006 December 31, 200

Extra Space West One LLC (“ESW") 40% 5% $ 2,07t $ 2,07(C
Extra Space Northern Properities Six, LLC (“ESNPS”) 35% 10% 1,87 1,92¢
PRISA Self Storage LLC (“PRISA”) 17% 2% 13,73¢ 13,82«
PRISA 1l Self Storage LLC (“PRISA 1I") 17% 2% 11,08¢ 11,187
PRISA 1l Self Storage LLC (“PRISA 1II") 20% 5% 4,81¢ 4,95¢
VRS Self Storage LLC (“VRS") 20% 5% 4,681 4,74(
WCOT Self Storage LLC (“WCOT") 20% 5% 4,95¢ 5,052
Storage Portfolio I, LLC (“Teachers”) 40% 25% 20,11t 20,34¢
Storage Portfolio Bravo Il (“Heitman”) 45% 20% 15,66¢ 15,75
Other minority owned properties 10-50% 10-50% 10,64¢ 11,04
$ 89,65: $ 90,89¢

In these joint ventures, the Company and the jaénture partner generally receive a preferred nedartheir invested capital. To the
extent that cash/profits in excess of these predereturns are generated through operations otat#ginsactions, the Company would reci
a higher percentage of the excess cash/profitsithaquity interest.

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

Three months ended March 31,

2006 2005

Equity in earnings of ES $ — 3 —
Equity in earnings of ESV 34C 28¢
Equity in earnings of ESNF 36 34
Equity in earnings of PRIS, 12t —
Equity in earnings of PRISA 11C —
Equity in earnings of PRISA | 23 —
Equity in earnings of VR: 34 —
Equity in earnings of WCO' 33 —
Equity in earnings of Teache 224 —
Equity in earnings of Heitmsz 18¢ —
Equity in earnings of other minority owned propesti 25 (5)
$ 1,13¢ $ 317
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Equity in earnings of Teachers and Heitman includesamortization of the Company’s excess purchése of approximately $19
million of these equity investments over its orajibasis. The excess basis is amortized over 4G yea

8. NOTES RECEIVABLE

In July 2005, the Company along with joint-ventpeetner Prudential Real Estate Investors acquiteth§e USA from GE Commercial
Finance for approximately $2.3 million in cash. 8teceivable relate to construction advances @duSA had offered to certain
franchisees. All properties are now in their opaphase. The notes are collateralized by thechized properties and have terms up to five
years. Interest payments are generally due moothijre notes during the first two years of the tesith amortization of principal general
commencing in the third year based upon a 25-ydsdule with the balance due at the due date.ddreslbear interest based on a spread
over the prime interest rate of 0.5% to 1.0%. Taflyc advances represented 70%- 90% of the antiipeost of the project.

Management periodically assesses historical payhistdry, payment status, prevailing economic amsiess conditions, specific loan
terms and other relevant factors to determine wérethy notes receivable should be placed on nomalcstatus or otherwise adjusted for
impairment. At March 31, 2006, none of the note®ieable were considered impaired.

9. OTHER ASSETS

The components of other assets are summarizedi@sso

March 31, 2006 December 31, 2005

Equipment and fixture $ 9,631 $ 9,38¢
Less: accumulated depreciation (5,359) (4,977)
Deferred financing costs, n 11,42 12,15
Deferred advertising costs, r 86 12¢
Prepaid expenses and escrow dep 3,92¢ 5,114
Accounts receivable, n 7,37¢ 8,17¢
Investments in trust 3,59( 3,59(
Other 22% 224

$ 30,89¢ $ 33,79¢

10. LINE OF CREDIT

The Company, as guarantor, and its Operating Raftipehave entered into a $100.0 million revolviimg of credit, which includes a
$10.0 million swingline subfacility (the “Credit Eiity”).

The Credit Facility has an interest rate of 1759%pseints over LIBOR (6.58% and 6.14% at March3&106 and December 31, 2005,
respectively). The Operating Partnership intendssethe proceeds of the Credit Facility for gelhevgporate purposes. As of March 31,
2006, the Credit Facility had approximately $75#liom of capacity based on the assets collaterajizhe Credit Facility. The outstanding
principal balance on the line of credit at March 2006 and December 2005 and 2004 was $25 milhoih$®, respectively. The maturity date
on the line of credit is September 2007. The Credadility is collateralized by mortgages on certaial estate assets.
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11. NOTES PAYABLE

The components of notes payable are summarizeullaws$:

March 31, 2006 December 31, 2005

Mortgage and construction loans with banks beadriteyest at fixed rates between 4.65% ant
7.50%. The loans are collateralized by mortgage®ahestate assets and the assignment
rents. Principal and interest payments are madehtyowith all outstanding principal and
interest due between March 31, 2009 and Decem(2415. $ 654,44: $ 652,98(

Mortgage and construction loans with banks bedtoaging interest rates (including loans

subject to interest rate swaps) based on LIBORRaimde. Interest rates based on LIBOR a

between LIBOR plus 0.66% (5.49% and 5.05% at M&%th2006 and December 31, 2005,

respectively) and LIBOR plus 2.25% (7.08% and 6.64%larch 31, 2006 and December :

2005, respectively). Interest rates based on Pairaat Prime plus 0.5% (8.25% and 7.75%

March 31, 2006 and December 31, 2005, respectivEhg loans are collateralized by

mortgages on real estate assets and the assigofrrents. Principal and interest payments

made monthly with all outstanding principal anceneist due between August 2, 2006 and

August 24, 2009 93,76 94,21
$ 748,20: $ 747,19:

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 March 31, 2006.

In October 2004, the Company entered into a reviateeest rate swap agreement (“Swap Agreementipad $61,770 of 4.30% fixed
interest rate secured notes due in June 2009. WhideBwap Agreement, the Company will receiverggeat a fixed rate of 4.30% and pay
interest at a variable rate equal to LIBOR plu$8%. The Swap Agreement matures at the same tienediies are due. This Swap
Agreement is a fair value hedge, as defined by SRASL33, and the fair value of the Swap Agreeniergcorded as an asset or liability,
with an offsetting adjustment to the carrying vatii¢he related note payable. Monthly variable ries¢ payments are recognized as an
increase or decrease in interest expense.

The estimated fair value of the Swap Agreementatdil 31, 2006 and December 31, 2005 was reflecteah ather liability of $2,725
and $2,151, respectively. For the three months@éMbach 31, 2006 and 2005, interest expense hasibeeased by $96 and reduced by
$164, respectively, as a result of the Swap Agregeme

12. NOTES PAYABLE TO TRUSTS

During July 2005, ESS Statutory Trust Il (the “Stull”), a newly formed Delaware statutory trusidea wholly-owned, unconsolidated
subsidiary of the Operating Partnership, issuedggregate of $40.0 million of preferred securitidsch mature on July 31, 2035. In additi
the Trust Ill issued 1,238 of Trust Il common sefees to the Operating Partnership for a purchase of $1.2 million. On July 27, 2005,
the proceeds from the sale of the preferred andwamsecurities of $41.2 million were loaned in fitven of a note to the Operating
Partnership (“Note 3"). Note 3 has a fixed rat&®&1% through July 31, 2010, and then will be péyalb a variable rate equal to the three-
month LIBOR plus 2.40% per annum. The interest oteNB, payable quarterly, will be used by the Ttligb pay dividends on the trust
preferred securities. The trust preferred secsriti@y be redeemed by the Trust Il with no prepayrpeemium after July 27, 2010.

During May 2005, ESS Statutory Trust Il (the “Trui}, a newly formed Delaware statutory trust am@holly-owned, unconsolidated
subsidiary of the Operating Partnership of the Camypissued an aggregate of $41.0 million of prefir

14




securities which mature on June 30, 2035. In aafdithe Trust Il issued 1,269 of Trust II commonuwséies to the Operating Partnership fi
purchase price of $1.3 million. On May 24, 2005 pneceeds from the sale of the preferred and consrourities of $42.3 million were
loaned in the form of a note to the Operating Rasthip (“Note 2”). Note 2 has a fixed rate of 6.6#¥ough June 30, 2010, and then will be
payable at a variable rate equal to the thmeetth LIBOR plus 2.40% per annum. The interest oteN2, payable quarterly, will be used by
Trust Il to pay dividends on the trust preferredusiies. The trust preferred securities may beeeted by the Trust Il with no prepayment
premium after June 30, 2010.

During April 2005, ESS Statutory Trust | (the “Tt)sa newly formed Delaware statutory trust andgteolly-owned, unconsolidated
subsidiary of the Operating Partnership of the Camygssued an aggregate of $35.0 million of trusfeyred securities which mature on
June 30, 2035. In addition, the Trust issued 1d@f8ust common securities to the Operating Pastmiprfor a purchase price of $1.1 million.
On April 8, 2005, the proceeds from the sale oftthst preferred and common securities of $36.1ianiwere loaned in the form of a note to
the Operating Partnership (the “Note”). The Notse Aavariable rate equal to the three-month LIBQI @.25% per annum. The interest on
the Note, payable quarterly, will be used by thesTto pay dividends on the trust preferred sdestiilhe trust preferred securities may be
redeemed by the Trust with no prepayment premiuar dtine 30, 2010.

The Company follows FASB Interpretation No. 46RpfSolidation of Variable Interest Entities” (“FINSR”), 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 notessudsed above for the proceeds, which
are owed to the Trust, the Trust II, and the THidty the Company.

13. OTHER LIABILITIES

The components of other liabilities are summariagdollows:

March 31, 2006 December 31, 2005

Deferred rental incom $ 7,88¢ $ 7,322
Accrued interes 3,681 3,41:
Accrued taxes and security depo: 1,60i 1,61¢
Fair value of interest rate sw 2,72¢ 2,151
Storage USA lease obligation liabili 3,012 3,06¢
Property insurance payat 32¢ 2,29¢
Other liabilities 4,33¢ 3,91«
$ 23,58¢ $ 23,78¢

As a result of the acquisition of Storage USA, @mnpany recorded restructuring liabilities of $868lating to the assumption of a
lease for a facility that will no longer be usedtie Company’s operations and $2,441 for severeosts related to terminated employees of
the prior business.

The following table sets forth the restructuringivaty during the three months ended March 31, 2006
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Accrued Accrued

Restructuring Restructuring

Liabilities at Liabilities at

December 31, 20C Cash Paid Adjustments March 31, 2006
Facility exit costs $ 3,06¢ $ (56) $ — $ 3,012
Severance costs 38C (725) 1,167 822
Total $ 3,44t $ (781) $ 1,167 $ 3,83¢
Allocated to:
Continuing operations $ 3,44¢ % (781 $ 1,167 $ 3,83¢
Discontinued operations — — — —

$ 3,44t $ (7181) $ 1,167 $ 3,83¢

14, RELATED PARTY AND AFFILIATED REAL ESTA TE JOINT VENTURE TRANSACTIONS

The Company provides management and developmeritagfor certain joint ventures, franchise, thpatty and other related party
properties. Management agreements provide gendoallmanagement fees of 6% of gross rental revefardhe management of operation
the self-storage facilities. The Company earns ldgveent fees of 4%-6% of budgeted costs on devedmpah projects and acquisition fees of
1% of the gross purchase price or the completets adslevelopment of acquired properties.

Management fee revenue for related party and & real estate joint ventures for the three nmoatiding March 31, 2006 and 2005 is
summarized as follows:

March 31,
2006 2005
ESE Affiliated real estate joint venture $ — 3 —
ESW Affiliated real estate joint venturt 101 94
ESNPS Affiliated real estate joint venturt 10z 96
PRISA Affiliated real estate joint venture 1,23 —
PRISA Il Affiliated real estate joint venture 1,00 —
PRISA Il Affiliated real estate joint venture 452 —
VRS Affiliated real estate joint venturt 273 —
WCOT Affiliated real estate joint venturt 35¢ —
Teacher: Affiliated real estate joint venturt 29¢ —
Heitman Affiliated real estate joint venturt 25€ —
ESD Related part 96 52
Other, franchisees and third
parties Affiliated real estate joint venture 98¢ 12€
$ 515¢ $ 36¢

Acquisition and development fee revenue for relgtady and affiliated real estate joint venturestfe quarters ending March 31, 2006
and 2005 is summarized as follows:
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March 31,

2006 2005

Everes Affiliated real estate joint venture $ 7 % 16¢
Yancy Affiliated real estate joint venture 18 68
ESD Related part 25 31
$ 50 $ 267

Related party and affiliated company balances &davth 31, 2006 and December 31, 2005 are sumndaaizéollows:

March 31, December 31,
2006 2005
Receivables
Development fees receival $ 1,921 $ 2,552
Other receivables from properti 11,747 15,37¢
Receivables from Prudential relating to Storage W@84uisition 1,88: 4,713
Other receivables from related parties 1,03¢ 1,03¢

$ 16,59( $ 23,68

Other receivables from properties consist of amodaoe for expenses paid on behalf of the propefiegsthe Company manages and
management fees. Receivables from Prudential mgléati the Storage USA acquisition represents ansaeceivable from Prudential for
general and administrative expenses, severancegraidease expenses paid relating to the Stor&8geddquisition. The Company believes
that all of these related party receivables arg fidllectible. The Company does not have any pkegato related parties at March 31, 2006
and December 31, 2005.

15. MINORITY INTEREST IN OPERATING PARTNERSHIP

The Company’s interest in its properties is heldtigh the Operating Partnership. ESS Holding Bssifieust |, a wholly owned
subsidiary of the Company, is the sole generahpaidf the Operating Partnership. The Companyuthind&=SS Holding Business Trust Il, a
wholly owned subsidiary of the Company, is alsorated partner of the Operating Partnership. Betwieegeneral partner and limited pari
interests, the Company holds a 93.12% majority eship interest therein as of March 31, 2006. Thmeaiaing ownership interests in the
Operating Partnership of 6.88% are held by ceftaimer owners of assets acquired by the Operatantnership, which include a director ¢
officers of the Company.

The minority interest in the Operating Partnersiejpresents Operating Partnership units that arewned by the Company. In
conjunction with the formation of the Company asdaaesult of subsequent acquisitions, certainoperand entities contributing interests in
properties to the Operating Partnership receivaddd partnership units in the form of either Opi@gPartnership units or Contingent
Conversion Units (“*CCU”"). Limited partners who rées Operating Partnership units in the formati@msactions have the right to require
the Operating Partnership to redeem part or a@thef Operating Partnership units for cash basexh tipe fair market value of an equivalent
number of shares of the Company’s common stodkeatime of the redemption. Alternatively, the Companay, at its option, elect to
acquire those Operating Partnership units in exgador shares of its common stock on a one-forlmss, subject to anti-dilution
adjustments provided in the Operating Partnersgiipeament.

During July 2005 the Operating Partnership issud@@,149 Operating Partnership units valued at@gfillion in conjunction with the
acquisition of Storage USA. During September 206% Idovember 2005, 350,000 and 50,000 Operatingn®asttip units were redeemed in
exchange for common stock, respectively. As of Ma&t, 2006, the Operating Partnership had 3,825n87200,046 shares of Operating
Partnership units and CCUs outstanding, respegtivel

Unlike the Operating Partnership units, CCUs doaaoty any voting rights. Upon the achievementestain performance thresholds
relating to 14 early-stage lease-up propertieyradl portion of the CCUs will be automatically werted into shares of the Company’s
common stock. Initially, each CCU will be convelgiton a one-for-one basis into shares of commarkssubject to customary anti-dilution
adjustments. Beginning with the quarter ending M&t, 2006, and ending with the quarter ending Béxe 31, 2008, the Company will
calculate the net operating income from the 14 Wholvned early-stage lease-up properties over amanth period ending in such quarter.
Within 35 days following the end of each quartdened to above, some or all of the
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CCUs will be converted so that the total percentagéto exceed 100%) of CCUs issued in conneatiitin the formation transactions that
have been converted to common stock will be equtid percentage determined by dividing the netaifpgy income for such period in
excess of $5.1 million by $4.6 million. If any CG@Emains unconverted through the calculation madespect of the 1#onth period endin
December 31, 2008, such outstanding CCUs will Ineeited and restored to the status of authorizédibigsued shares of common stock.
of March 31, 2006, there were no CCUs convertezbtomon stock as the 14 early-stage lease-up prepelitl not achieve the performance
thresholds.

While any CCUs remain outstanding, a majority & @ompany’s independent directors must review apdove the net operating
income calculation for each measurement periodagsmmust approve any sales of any of the 14 wimllyied early-stage lease-up
properties.

16. STOCKHOLDERS’ EQUITY

The Company'’s charter provides that it can issu®#0,000,000 shares of common stock, $0.01 glaevper share, 4,100,000
Contingent Conversion Shares (“CCS"), $.01 pareaer share, and 50,000,000 shares of preferrekl, $6.01 par value per share. As of
March 31, 2006, 51,775,816 shares of common stask vesued and outstanding, 3,888,843 shares 0§ @€& issued and outstanding and
no shares of preferred stock were issued and odlisg All stockholders of the Company’s commorcktare entitled to receive dividends
and to one vote on all matters submitted to a wbttockholders.

Unlike the Company’s shares of common stock, CGSsad carry any voting rights. Upon the achievenwdrgertain performance
thresholds relating to 14 early-stage lease-upatigs, all or a portion of the CCSs will be autdicwlly converted into shares of the
Company’s common stock. Initially, each CCS willdmnvertible on a one-for-one basis into shareofmon stock, subject to customary
anti-dilution adjustments. Beginning with the qearnding March 31, 2006, and ending with the quahding December 31, 2008, the
Company will calculate the net operating incomerfiine 14 wholly-owned early-stage lease-up progexiiver the 12ronth period ending
such quarter. Within 35 days following the end a€te quarter referred to above, some or all of t6&€will be converted so that the total
percentage (not to exceed 100%) of CCS issuedrninezion with the formation transactions that hbgen converted to common stock will
be equal to the percentage determined by dividieghet operating income for such period in excé$6d million by $4.6 million. If any
CCS remains unconverted through the calculationenitadespect of the 12-month period ending DecerBheP008, such outstanding CCSs
will be cancelled and restored to the status dii@i#ed but unissued shares of common stock. Adasth 31, 2006, there were no CCSs
converted to common stock as the 14 early-stagelap properties did not achieve the performanaestiolds.

While any CCSs remain outstanding, a majority ef @ompanys independent directors must review and approved¢heperating incorr
calculation for each measurement period and alsst approve any sales of any of the 14 wholly-oweady-stage lease-up properties.

17. SEGMENT INFORMATION

The Company operates in two distinct segmentsprdperty management and development and (2) rep&ahtions. Financial
information for the Company’s business segmentsatréorth below:
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Three months ended March 31,

2006 2005
Statement of Operations
Total revenue
Property management and developn $ 6,198 $ 68€
Rental operations 39,17¢ 22,22
$ 4537C $ 22,90¢
Operating expenses, including depreciation and azation
Property management and developn $ 10,55 $ 3,13¢
Rental operations 23,66: 14,55¢
$ 34,21 $ 17,69:
Income (loss) before interest, minority interestgyity in earnings of real estate ventures and
gain on sale of real estate as $ —
Property management and development $ (4,357) $ (2,450
Rental operations 15,51: 7,66¢€
$ 11,15¢ $ 5,21¢
Interest expens
Property management and developm $ 20C $ 45
Rental operations 11,78¢ 6,194
$ 11,98t $ 6,23¢
Interest incom
Property management and development $ 482 % 10
Equity in earnings of real estate ventu
Rental operations $ 1,13¢ $ 317
Income (loss) before minority intere:
Property management and development $ 4,075 $ (2,48%)
Rental operations 4,867 1,78¢
$ 792 $ (69€)
Depreciation and amortization expel
Property management and developn $ 18z $ 52
Rental operations 9,09z 5,67¢
$ 9,27¢ $ 5,73C
Statement of Cash Flows
Acquisition of real estate assi
Property management and development $ (42,910 $ (55,327
Development and construction of real estate a
Property management and development $ (5,547 $ (1,067)
March 31, 2006 December 31, 2005
Balance Shee
Investment in real estate ventu
Rental operation $ 89,65: $ 90,89¢
Total asset
Property management and developn 153,55« 179,771
Property operations 1,274,71. 1,240,42.
$ 1,428,261 $ 1,420,19:

18. COMMITMENTS AND CONTINGENCIES

The Company has guaranteed three construction foansiconsolidated partnerships that own develagmeoperties in Baltimore,
Maryland, Chicago, lllinois and Peoria, Arizona.€Bl properties are owned by joint ventures in wthiehCompany has 10% equity interests.
These guarantees were entered into in November, 20042005 and August 2005, respectively. At
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March 31, 2006, the total amount of guaranteed gaget debt relating to these joint ventures was48B4,These mortgage loans mature
December 1, 2007, July 28, 2008 and August 31, 2@3pectively. If the joint ventures default oe thans, the Company may be forced to
repay the loans. Repossessing and/or selling theteeage facilities and land that collateralibe foans could provide funds sufficient to
reimburse the Company. The estimated fair markieevaf the encumbered assets at March 31, 20084i$%3. The Company has recorded
no liability in relation to this guarantee as of ddla 31, 2006. The fair value of the guarantee tsxmaterial. To date, the joint ventures have
not defaulted on their mortgage debt. The Compahigwes the risk of having to perform on the gusrarns remote.

The Company has been involved in routine litigatoising in the ordinary course of business. AMafch 31, 2006, the Company is not
presently involved in any material litigation ntw,its knowledge, is any material litigation threraéd against it, or its properties.

19. SUBSEQUENT EVENTS

On May 4, 2006, the Company purchased one-sekigtofacility located in Dallas, Texas from a frasele for approximately $14.7
million.

On May 1, 2006, the Company purchased onessetkge facility located in North Hollywood, Califéa from Extra Space Developme
which is owned by certain members of the Compamasagement team and a director, for cash of $1Rli&m This purchase price will be
adjusted for final net asset pro-rations withind2@s of the date of the transaction. The indepanuembers of the Company’s board of
directors approved this acquisition.

On April 12, 2006, the Company purchased its pastijeint venture interest in five properties loedtin Kansas, Tennessee and Texas,
and sold its joint venture interest in three prtipsrlocated in Texas. As part of the transactienCompany paid cash of $3.0 million, settled
franchise notes receivable of $10.3 million andias=d a note payable of $7.9 million. The finalghase price will be adjusted for final net
asset pro-rations within 45 days from the daténefttansaction. No gain or loss is expected ontthrsaction.

20. ACCOUNTING AND DISCLOSURE CHANGES

In June 2005, the Emerging Issues Task Force (“Blfigheased Issue No. 04-5, “Determining Wheth&emeral Partner, or the General
Partners as a Group, Controls a Limited Partnersh&imilar Entity When the Limited Partners Havertain Rights” (“EITF 04-05"). EITF
04-05 creates a framework for evaluating whethgergeral partner or a group of general partnersalsrd limited partnership and therefore
should consolidate the partnership. EITFO®states that the presumption of general parim@ral would be overcome only when the limi
partners have certain specific rights as outlimeBITF 04-05. EITF 04-05 is effective immediatedy &ll newly formed limited partnerships
and for existing limited partnership agreements sinea modified. EITF 04-05 is not expected to haveaterial impact on our results of
operations or financial position.
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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 Statésfien
and the “Notes to Unaudited Condensed Consolidated Finar@tiailementstontained in this report and th€onsolidated Financial
Statements,” “Notes to Consolidated Financial Stagmts”and“Management’s Discussion and Analysis of Finan€aindition and Results
of Operations”contained in our Form 10-K for the year ended Ddmem31, 2005. The Company makes statements iselstion that are
forward-looking statements within the meaning @& faderal securities laws. For a complete discussidorward-looking statements, see the
section in this Form 10-Q entitled “Statement omweard-Looking Information.” Amounts are in thousan@xcept per share data and unless
otherwise stated).

CRITICAL ACCOUNTING POLICIES

Our discussion and analysis of our financial caoditind results of operations are based on ourditemliCondensed Consolidated
Financial Statements contained elsewhere in tpigrtewhich have been prepared in accordance wigh tenerally accepted accounting
principles (“GAAP”). Our notes to the Audited Colidated Financial Statements contained in our Fb@aK for the year ended
December 31, 2005 describe the significant accogrolicies essential to our unaudited Condenset@mated Financial Statements.
Preparation of our financial statements requiréisneses, judgments and assumptions. We believehbagstimates, judgments and
assumptions which we have used are appropriate@mect based on information available at the tina they were made. These estimates,
judgments and assumptions can affect our repodasetsand liabilities as of the date of the finalnsfatements, as well as the repo
revenue and expense during the period presenttdterd are material differences between these agénjudgments and assumptions and
actual facts, our financial statements may be &ftkc

In many cases, the accounting treatment of a pdatitransaction is specifically dictated by GAARJIadoes not require our judgment in
its application. There are areas in which our judgtin selecting among available alternatives wowltproduce a materially different result,
but there are some areas in which our judgmerglecing among available alternatives would produoeaterially different result. See the
notes to the unaudited Condensed Consolidated ¢ialétatements that contain additional informatiegarding our accounting policies and
other disclosures.

OVERVIEW

We are a fully integrated, self-administered arfirsanaged real estate investment trust formeadtiicue the business commenced in
1977 by our predecessor companies to own, operegejre, develop and redevelop professionally maedaglf-storage properties. We derive
a substantial portion of our revenues from rentgited from tenants under existing leases on ebobroself-storage properties. Additional
revenue is derived from management and franch&effem our joint venture and franchise propert#®s.operate in competitive markets
where consumers have multiple self-storage praggeftom which to choose. Competition has and wilitmiue to impact our results. We
experience minor seasonal fluctuations in occupémasls, with occupancy levels higher in the summenths due to increased rental
activity.

Our operating results, therefore, depend materallpur ability to lease available self-storagecspand on the ability of our tenants to
make required rental payments. We believe we deetalyespond quickly and effectively to changekual, regional and national economic
conditions by centrally adjusting rental rates thgio our internal revenue management team by uijiSTORE, the operating management
software employed at all of our owned and managepasties.

We continue to evaluate a range of new growthaitiites and opportunities in order to enable usasimize stockholder value. These
include:

* Maximize the performance of properties throughtsgiz, efficient and timely managemewe plan to pursue revenue generating
and expense minimizing opportunities in our opergti Our revenue management team will seek to magirevenue by respondil
to changing market conditions through STORE's ueighility to provide real-time, interactive rentate and discount management.
Our scale allows greater ability to implement nadilp regional and local marketing programs which erive more customers to our
stores.

*  Focus on the acquisition of salforage properties from franchisees and third gmkVe have benefited greatly from the acquisition
of existing properties. The acquisitions team widlhtinue to aggressively pursue the acquisitiosimfle properties and portfolios
that we believe can provide short and long-terroldtolder value.
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Our acquisition of Storage USA has further bolsteyer reputation as a reliable, ethical buyer wignhances our ability to negotii
and close non-brokered, private deals. In addithom,status as an umbrella partnership real estadstment trust (“UPREIT")
enables flexibility when structuring deals.

¢ Develop new seltorage propertiesWe have several joint venture and wholly-ownedettspment properties and will continue to
develop new self-storage properties in our corekatar Our 2006 and 2007 development pipeline iredul® of these projects. The
construction of many of these properties has ajréadun.

e Expand the Compahy management businesdé/e see the management business as a future geeatb and acquisition pipeline.
We are in the process of developing a strategie faathis growth channel.

RECENT DEVELOPMENT

To expand its business, on July 14, 2005, tm@any, through its subsidiary Extra Space Stotage (“ESS LLC”) and the
Operating Partnership, closed the acquisition ‘(fmansaction”) of various entities that collectiyalomprise the Storage USA self-storage
business pursuant to the Purchase and Sale AgrééimefiAgreement”), dated May 5, 2005, between ESS, the Operating Partnership,
Security Capital Self Storage Incorporated, a Dataxcorporation, PRISA Self Storage LLC, a Delawianéed liability company
(“PRISA"), PRISA Il Self Storage LLC, a Delawareniited liability company (“PRISA 11"), PRISA |l SélStorage LLC, a Delaware limited
liability company (“PRISA III"), VRS Self StoragellC, a Delaware limited liability company (“VRS"WCOT Self Storage LLC, a Delaw:
limited liability company (“WCOT"),and the Prudential Insurance Company of Ameridéew Jersey corporation (together with its affila
“Prudential”).

In connection with the Transaction, the Compaoguired 61 wholly-owned self storage proper@éesjuired Storage USA (“SUSA”)
Partnership, L.P.’s equity interest in joint vemsiwhich collectively owned 78 properties and aglithe management of 60 franchises and
third party owned properties. In addition, 259w self-storage properties were acquired in theSaetion by five separate limited liability
companies owned by five subsidiaries of the Comgaagh, a “Company Sub”) and Prudential. The lichltability company agreements
govern the rights and responsibilities of each dimited liability company. The Company also aceadii$37.7 million of notes receivable due
from franchisees.

PROPERTIES

As of March 31, 2006, we owned and operated 55Bepti®s located in 34 states, and Washington, DfGhese properties, 198 are
wholly owned and 355 are held in joint ventureshwtitird parties. The properties owned and operbgddre the Storage USA acquisition are
now operated under the registered Extra Spacedgtdmand name. We are currently implementing aaading program which will convert
all of the Storage USA stores to the Extra Spaoeafe brand. As of March 31, 2006 we owned or madvenership interest in approximately
40.1 million square feet of rentable space conédun approximately 375,000 individual self-storagpits. Nearly 70% of the properties are
clustered around the larger population centerstlafda, Baltimore, Boston, Chicago, Las Vegas, Aogeles, Miami, New York City,
Orlando, Philadelphia, Phoenix, St. Petersburg/TarBan Francisco and Washington, D.C. These markatain above-average population
and income demographics and high barriers to datrgew self-storage properties. The clusteringssfets around these population centers
enables us to reduce our operating costs througimoeties of scale. The Storage USA acquisition haengus increased scale in many core
markets as well as a solid presence in many mavkatse we had no previous scale.

We consider a property to be in the lease-up sifigeit has been issued a certificate of occupamatbefore it has achieved
stabilization. We consider a property to be stabdionce it has achieved either an 80% occupanbeyrdas been open for three years.

As of March 31, 2006, greater than 100,000 tenapte leasing storage units at our 198 wholly-owpexperties, primarily on a month-
to-month basis, providing the flexibility to inciarental rates over time as market conditions pefithough leases are short-term in
duration, the typical tenant tends to remain atpyaperties for an extended period of time. Foipprtes that were stabilized as of March 31,
2006, the median length of stay was approximatélynbnths.

The following table sets forth additional inforn@tiregarding the occupancy of the stabilized prtiggeon a state-by-state basis as of
March 31, 2006 and 2005. The information as of Ma&t, 2005 is on a pro forma basis as though alptbperties owned at March 31, 2006
were under the Company’s control as of March 30520
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Stabilized Property Data Based on Location

Company Pro forma Company Pro forma Company Pro forma
Number of Number of Net Rentable
Units as of Units as of Square Feet as of Net Rentable Square foot Square foot
Number of March 31, 2006 March 31, March 31, 2006 Square Feet as of Occupancy % Occupancy %
Location Properties (1) 2005 (2) March 31, 2005 March 31, 2006 March 31, 2005
Wholly-Owned
Properties
Arizona 2 1,32¢ 1,31¢ 176,22( 174,62t 96.2% 93.2%
California 29 19,26: 19,32¢ 2,080,46: 2,084,05i 87.1% 86.2%
Colorado 5 2,40z 2,412 293,54 302,65¢ 85.4% 80.:%
Florida 24 16,23¢ 16,212 1,754,58! 1,743,60:i 91.2% 91.(%
Georgia 8 4,50¢ 4,53( 586,56! 588,55' 85.7% 85.¢%
lllinois 3 2,14 2,14¢ 196,93° 188,03: 78.£% 78.6%
Kentucky 3 1,571 1,58¢ 194,29( 194,21¢ 87.1% 76.7%
Louisiana 2 1,41C 1,411 147,49( 147,90( 98.(% 83.2%
Maryland 5 4,53( 4,547 489,50: 488,65¢ 80.4% 74.5%
Massachusetts 22 12,00¢ 12,02¢ 1,310,141 1,305,091 80.7% 78.6%
Michigan 2 1,04z 1,04¢ 134,91: 134,67: 75.7% 71.5%
Missouri 3 1,34( 1,33¢ 167,90° 167,41: 78.(% 79.5%
Nevada 1 462 4632 56,50( 57,10( 88.(% 91.(%
New Hampshire 2 1,01t 1,01t 125,60¢ 117,26¢ 78.2% 78.2%
New Jerse) 18 14,66: 14,69( 1,447,16. 1,441,24. 83.5% 84.1%
New York 4 4,44¢ 4,44t 259,92: 262,00¢ 76.7% 81.5%
Ohio 4 2,05¢ 2,07: 275,42! 276,52 81.2% 77.5%
Oregon 1 764 767 103,69( 105,81( 85.2% 71.2%
Pennsylvania 8 6,12¢ 5,91¢ 636,39 609,98! 77.°% 77.5%
Rhode Island 1 727 713 75,81¢ 75,811 86.1% 78.1%
South Carolina 4 2,06¢ 2,08¢ 245,58t 246,96¢ 89.2% 89.4%
Tennessee 4 2,71z 2,68¢ 358,81¢ 357,29: 91.(% 80.71%
Texas 11 6,44¢ 6,44 723,85( 723,14 82.2% 80.5%
Utah 3 1,52¢ 1,521 210,67¢ 209,69( 88.2% 81.¢%
Virginia 2 1,22 1,22¢ 125,50° 126,06¢ 86..% 84.£%
Washington 3 2,022 2,01¢ 242,59! 241,94! 86.(% 90.5%
Total Wholly
Owned
Stabilized 174 114,04! 113,95¢ 12,420,10 12,370,34 85.(% 83.2%
Properties held in
Joint-Ventures
Alabama 4 2,321 2,31t 281,21 281,44! 83.(% 82..%
Arizona 12 7,441 7,38¢ 806,43 806,81t 93.4% 86.4%
California 72 51,897 51,981 5,315,05! 5,336,00! 87.2% 84.¢%
Colorado 3 1,90¢ 1,92( 215,71 216,20: 79.5% 77.8%
Connecticut 9 6,531 6,531 754,32¢ 758,29: 73.5% 73.2%
Delaware 1 58¢ 58E 71,65¢ 71,65¢ 81.2% 80.€%
Florida 24 20,35: 20,541 2,075,15! 2,066,25 87.1% 83.2%
Georgia 3 1,917 1,91¢ 251,73t 251,77 77.€% 78.1%
lllinois 5 3,321 3,33¢ 361,98° 358,29° 71.€% 67.£%
Indiana 9 ENES 3,73 469,52¢ 470,02¢ 83.2% 82.(%
Kansas 4 1,71z 1,71¢ 214,28! 216,50( 80.2% 73.1%
Kentucky 4 2,26¢€ 2,25(C 268,00¢ 268,36! 79.1% 76.(%
Maryland 14 10,93¢ 10,91 1,077,00: 1,075,671 82.2% 79.5%
Massachusetts 17 9,25(C 9,32( 1,049,33:i 1,049,15! 77.(% 75.8%
Michigan 10 5,96( 5,97¢ 784,67 785,35! 74.% 76.7%
Missouri 5 2,77¢ 2,751 326,74( 324,23( 79.€% 78..%
Nevada 7 4,62¢ 4,62¢ 622,46¢ 623,83¢ 88.1% 92.6%
New Hampshire 3 1,33( 1,331 138,80¢ 137,94¢ 83.7% 86.£%
New Jerse 19 14,09 14,08: 1,402,33! 1,482,87: 84.6% 84.2%
New Mexico 9 4,73(C 4,46¢ 529,34 519,77¢ 84.2% 87.6%
New York 20 22,92: 22,957 1,669,33! 1,688,74! 80.£% 76.2%
Ohio 12 5,57¢ 5,56¢ 825,18 825,19: 75.€% 79.(%
Oregon 2 1,28( 1,26t 136,45( 136,08( 87.5% 84.£%
Pennsylvania 9 5,892 5,88( 658,48! 653,29¢ 80.4% 81.5%
Rhode Island 1 611 611 74,00t 74,00¢ 58.£% 71.1%
Tennessee 24 12,61( 12,59 1,636,171 1,638,28! 84.(% 79.€%
Texas 26 17,72¢ 17,60¢ 2,064,31! 2,064,66! 77.% 77.5%
Utah 1 52C 51C 59,40( 59,40( 79.2% 80.7%
Virginia 15 10,35¢ 10,34¢ 1,106,24: 1,105,591 81.2% 80.2%
Washington 1 551 551 62,73( 62,73( 92.5% 86.(%
Washington, D.C. 1 1,53¢ 1,53¢ 101,99( 105,59: 79.2% 83.(%
Total Stabilized
Joint-Ventures 34¢€ 237,27( 237,12° 25,410,12 25,514,07. 82.1% 80.9%
Total Stabilized 52C 351,31¢ 351,08( 37,830,23 37,884,41. 83.2% 81.4%
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(1) Represents unit count as of March 31, 2006 which differ from March 31, 2005 unit count due to wahversions or expansions.
(2) Represents net rentable square feet as of MarcR@16 which may differ from March 31, 2005 netabte square feet due to unit
conversions or expansions.

The following table sets forth additional inforn@tiregarding the occupancy of our lease-up pragedn a state-by-state basis as of
March 31, 2006 and 2005. The information as of Ma&t, 2005 is on a pro forma basis as though alptbperties owned at March 31, 2006
were under our control as of March 31, 2005.

Lease-up Property Data Based on Location

Company Pro forma Company Pro forma Company Pro forma
Number of Net Rentable
Units as of Number of Square Feet as Net Rentable Square foot Square foot
Number of March 31, 2006 Units as of of March 31, Square Feet as of occupancy % occupancy %
Location Properties (1) March 31, 2005 2006 (2) March 31, 2005 March 31, 2006  March 31, 2005
Wholly-Owned
Properties
California 2 1,117 1,14¢ 132,23( 133,42! 73.€% 61.(%
Connecticut 2 1,364 1,36¢€ 123,00( 123,71} 63.C% 59.2%
Florida 2 1,01z 1,027 127,64( 126,05( 75.1% 65.5%
lllinois 2 1,13¢ 1,13¢ 144,47( 144,66! 69.6% 57.¢%
Massachusetts 5 3,32¢ 3,341 320,46( 323,37! 65.1% 50.£%
Nevada 1 77¢ — 75,13t — 77.€% 0.C%
New Jerse 4 3,23¢ 3,35¢€ 279,70( 283,26: 81.¢% 71.1%
New York 3 2,52z 2,522 196,44! 198,12( 82.2% 75.7%
Pennsylvania 1 42F 42E 47,68( 47,68( 55.1% 35.1%
Virginia 1 727 72¢ 75,70( 75,52 75.5% 53.£%
Washington 1 52¢ — 61,25( — 52.4% 0.C%
Total Wholly Owned
Lease-up 24 16,17: 15,06( 1,583,711 1,455,81 72.2% 61.2%
Properties held in
Joint-Ventures
lllinois 1 68¢ 68% 74,34% 72,19% 57.8% 57.2%
Maryland 1 961 — 73,70¢ — 3.0% 0.C%
New Jerse! 2 1,59t 1,582 172,18( 169,64! 72.5% 66.2%
New York 2 1,27¢ 1,27¢ 124,57! 124,50( 72.2% 66.6%
Pennsylvania 2 1,694 1,70C 150,14¢ 149,96 68.2% 44.&%
Virginia 1 87¢ 882 85,02¢ 85,02¢ 49.2% 22.(%
Total Lease-up Joint
Ventures 9 7,09t 6,12/ 679,98. 601,32¢ 59.5% 53.7%
Total Lease-up
Properties 33 23,26¢ 21,18¢ 2,263,69: 2,057,141 68.5% 59.1%

(1) Represents unit count as of March 31, 2006 which differ from March 31, 2005 unit count due to wahversions or expansions.
(2) Represents net rentable square feet as of MarcR@16 which may differ from March 31, 2005 netabte square feet due to unit
conversions or expansions.

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 sitee what we consider “hybrid” facilities, or a mikboth drive-up buildings and multi-floor
buildings. We have several multi-floor buildingsthivelevator access only, and a number of facilféasuring ground-floor access only.

Our properties are generally situated in accessifiséle locations clustered around large popafabases; however, due to certain
factors, we have a handful of locations outsidettipeMetropolitan Statistical Areas (“MSA'’s”) thetere developed or acquired based on the
market, familiarity with the properties, or as pafr larger portfolio.

In addition to the 198 wholly-owned properties dinel 355 properties in which we have an ownershigrést, we also manage 81
properties for third parties and franchisees ddarfch 31, 2006. We receive a management fee equgdroximately 6% of gross revenue
manage these sites.
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RESULTS OF OPERATIONS
Comparison of the three months ended March 31, 200éhd 2005
Overview

Results for the three months ended March 31, 20€l6de the operations of 553 properties, (198 dtlviwvere consolidated and 355 of
which were in joint ventures accounted for using ¢lquity method) compared to the results for theetimonths ended March 31, 2005, wt
included the operations of 148 properties (130 loichv were consolidated and 18 of which were intjeentures accounted for using the
equity method).

Revenues

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

Three months ended March 31

2006 2005 $ Change % Change
Property rental $ 39,17F $ 22,22: $ 16,95 76.5%
Management and franchise fees 5,15¢ 36¢€ 4,791 1,301.%
Tenant insurance 921 — 921 100.(%
Acquisition and development fees 50 267 (217) (81.9%
Other income 65 51 14 27.5%
Total revenues $ 4537 $ 22,90¢ % 22,46: 98.1%

Property Rental —The increase in property rental revenue consis#l8f347 associated with the acquisition of 61 Wwholned
properties in conjunction with the Storage USA asitjon in July 2005, $1,761 associated with othequisitions, $1,181 from rate increases
at stabilized properties, and $664 from increasexcupancy at lease-up properties.

Management and Franchise Fees-Our taxable real estate investment trust (“REITihsdiary, Extra Space Management, Inc.,
manages properties owned by our joint ventureachises and third parties. Management fees geneeglfesent 6.0% of cash collected fi
properties owned by third parties and unconsol@iggat ventures. The increase in management gedaeé mainly to new fees associated
the Storage USA acquisition. Through this acquisitive obtained equity interests in joint venturdscly own a total of 336 properties. We
obtained management contracts for these new jeintive properties, and also obtained over 50 nad plarty and franchise management
contracts in conjunction with the Storage USA asitiain.

Tenant Insurance—Tenant insurance revenue relates to a new tensuntaince program adopted in 2005. This program teated in
conjunction with the Storage USA acquisition tolagp Storage USA'’s tenant insurance program.

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

Other Income— Other income represents primarily income from treehtals. The increase in other income is assatiatth the
Storage USA acquisition and other acquisitions nia@®906.

Expenses
The following table sets forth information on expes for the periods indicated:
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Three months ended March 31,

2006 2005 $ Change % Change

Property operations $ 14,74: $ 8,87¢ $ 5,86¢ 66.1%

Tenant insurance 63< — 633 100.(%
Unrecovered development/acquisition costs and stippc

payments 31¢€ 107 211 197.2%

General and administrative 9,24¢ 2,971 6,26¢ 210.5%

Depreciation and amortization 9,27¢ 5,73( 3,54¢ 61.5%

Total expenses $ 34,21 $ 17,69: $ 16,52: 93.4%

Property Operations— The increase in property operations expense wagapify due to increases of $4,905 associated WwihStorag:
USA acquisition, $560 associated with other actjoiss, and $392 primarily from utilities and propyetaxes. We acquired 77 properties
between January 1, 2005 and March 31, 2006.

Tenant Insurance—Tenant insurance expense relates to a new tersuraimce program adopted in 2005. This program teated in

conjunction with the Storage USA acquisition tolagp Storage USA's tenant insurance program. Weriad $125 in one time expenses
associated with the conversation of the Storage t&#ive insurance program during the three moatited March 31, 2006

Unrecovered Development/Acquisition Costs and SuppoPayments— Unrecovered development costs increased primauiytd the
write off of costs relating to a property in Mangth

General and Administrative— The increase in general and administrative expehsesg the three months ended March 31, 2006 was
due mainly to the increased costs associated héthmanagement of the additional properties tha¢ laen added through acquisitions and
new joint venture arrangements entered into du2B@p. Included in general and administrative expess $386 compensation expense
related to stock grants and stock options upontémiopf SFAS 123R.

Depreciation and Amortization— The increase in depreciation and amortization es@eesults from more properties being open di
the three months ended March 31, 2006 than wene dpeng the quarter ended March 31, 2005 due mainhcquisitions of new properties.

Other Revenues and Expenses

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

Three months ended March 31,

2006 2005 $ Change % Change
Interest expense $ (11,989 $ (6,239 $ (5,74¢€) 92.1%
Interest income 48z $ 10 472 4,720.(%
Minority interest - Operating Partnership 54 $ 56 (110 (196.9%
Equity in earnings of real estate ventures 1,13¢ $ 317 822 259.7%
Total other income (expense) $ (10,419 $ (5,856 $ (4,567) 77.%

Interest Expense—The increase in interest expense for the three msemded March 31, 2006 was due primarily to $1¢46terest
incurred on the new trust preferred debt and $4¢ff26terest expense on the mortgage loans onthEdperties acquired in connection with
the Storage USA acquisition. This amount was pgriifset due to repayment of borrowings from fendised on our equity offerings dur
2005. The remainder of the increase was due muirdyher new loans or advances on the line of tretlited to other acquisitions.
Capitalized interest for the three months endedcM&i., 2006 and 2005 was $383 and $0, respectively.

Interest Income—The increase in interest income for the three nwatided March 31, 2006 when compared to March@15 #/as
primarily the result of the interest earned on agpnately $12 million of notes receivable that vegjaired in connection with the Storage
USA acquisition.

Minority Interest—Operating Partnership— Income/loss allocated to the Operating Partnensppesents 6.88% and 8.05% of the net
income/loss for the three months ended March 306 2hd 2005, respectively.
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Equity in Earnings of Real Estate Ventures—The increase in equity in earnings of real estatgwes is due primarily to our purchase
of new equity interests in joint ventures. As autesf the Storage USA acquisition we own joint g interests in an additional 336 new
properties.

FUNDS FROM OPERATIONS

Funds from operations (“FFO”) provides relevant amehningful information about our operating perfanoe that is necessary, along
with net loss and cash flows, for an understandingur operating results. FFO is defined by theiddetl Association of Real Estate
Investment Trusts, Inc. (“NAREIT”) as net incomes$) computed in accordance with accounting priesigenerally accepted in the United
States (“GAAP"),excluding gains or losses on sales of operatirapegaties, plus depreciation and amortization ate @idjustments to recc
unconsolidated partnerships and joint ventureshersame basis. We believe that to further undetsian performance, FFO should be
considered along with the reported net income Ylasd cash flows in accordance with GAAP, as preskim the consolidated financial
statements.

The computation of FFO may not be comparable to Ff@rted by other REITs or real estate compahisdo not define the term in
accordance with the current NAREIT definition oatlnterpret the current NAREIT definition diffetgn FFO does not represent cash
generated from operating activities determinedcitonedance with GAAP, and should not be consideseahaalternative to net income (loss)
as an indication of our performance, as an alter&b net cash flow from operating activities am@asure of our liquidity, or as an indicator
of our ability to make cash distributions. The deling table sets for the calculation of FFO:

Three months ended March 31,

2006 2005
Net income (loss) $ 736 $ (640)
Plus:

Real estate depreciati 6,47: 3,76¢

Amortization of intangible: 2,55: 1,921

Joint venture real estate deprecial 1,20C 101

Income allocated to Operating Partnership minantgrest 54 —
Less:

Loss allocated to Operating Partnership minoritgriest — (56)
Funds from operations $ 11,01¢ $ 5,09¢
Diluted funds from operations per share $ 0.2C $ 0.1f
Weighted average number of she- diluted

Common stocl 51,883,64 31,169,95

Operating Partnership units 3,825,78 2,730,05!

Total 55,709,43 33,900,000

SAME-STORE STABILIZED PROPERTY RESULTS

We consider same-store stabilized portfolio to @ind only those wholly-owned properties at thgibaing and at the end of the
applicable periods presented and that have achiabdization as of the first day of such peridtle following table sets forth operating data
for the same-store portfolio for our same-storefpto. We consider the following same-store praéagan to be meaningful in regards to the
103 properties shown below. These results provitt@rnation relating to property-level operating rbas without the effects of acquisitions
or completed developments.
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Three Months Ended March 31, Percent

2006 2005 Change

Same-store rental revenues $ 20,137 $ 18,91¢ 6.4%
Same-store operating expenses 7,25: 6,90¢ 5.C%
Same-store net operating income 12,88 12,01( 7.2%
Non sam-store rental revenues 19,03¢ 3,302 476.%%
Non sam-store operating expenses 7,48¢ 1,96¢ 280.4%
Total rental revenues 39,17 22,22: 76.%
Total operating expenses 14,74 8,87¢ 66.1%
Properties included in sar-store 10z 10z

The increase in same-store rental revenues wasplyndue to increased rental rates and our alilitgnaintain occupancy. The increase in
same-store operating expenses was primarily dae tocrease in utilities and property taxes.

COMMON CONTINGENT SHARES AND COMMON CONTINGENT UNIT PROPERTY PERFORMANCE

As described in the notes to our unaudited Conde@smsolidated Financial Statements, upon the aehient of certain levels of net
operating income with respect to 14 of our preifitaddl properties, our contingent conversion sh@t€€S”) and our Operating Partnershsp’
contingent conversion units (“CCU") will convert@additional shares of common stock and Oper&engnership units. As of March 31,
2006 there have be no conversion of CCS/CCUs ag th@perties have not achieved the requisite vt operating income. The average
occupancy of these 14 properties as of March 306 2@as 71.7% as compared to 60.0% at March 31,. Z0@5table below outlines the
performance of the properties for the three moattded March 31, 2006 and 2005, respectively.

Three Months Ended March 31, Percent
2006 2005 Change
CCS/CCU rental revenues $ 2,428 $ 1,852 30.%
CCS/CCU operating expenses 1,32¢ 1,30¢ 1.€%
CCS/CCU net operating income 1,09¢ 54t 101.2%
Non-CCS/CCU rental revenues 36,75( 20,37( 80.4&%
Non-CCS/CCU operating expenses 13,41: 7,57(C 77.2%
Total rental revenues 39,17¢ 22,22: 76.2%
Total operating expenses 14,74: 8,87¢ 66.1%
Properties included in CCS/CC 14 14

The increase in CCS/CCU rental revenues was piliynduie to increased rental rates and increasedpaoey. The increase in CCS/CCU
operating expenses was primarily due to an incrisageoperty taxes and repairs and maintenance.

CASH FLOWS

Cash flows provided by operating activities wer& $80 and $3,256 for the three months ended MatcR@6 and 2005, respectively.
The increase in cash provided by operating aatiwitvas due to the addition of new stabilized priggethrough the Storage USA acquisition
and other acquisitions. There have also been loagh funding requirements relating to our leaseroperties as occupancy has increased.

Cash used in investing activities was ($46,044) &5d,679) for the three months ended March 31620@ 2005, respectively. This
decrease in 2006 is primarily the result of lowegrage cost of acquisitions of real estate assdteeifirst three months in 2006 than in 2005.
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Cash provided by financing activities was $13,42@ 42,380 for the three months ended March 316 2a@d 2005, respectively. The
2006 financing activities consisted primarily ofdétbnal net borrowings of $25,978 offset by $1 7, paid in dividends. The 2005 financing
activities consisted primarily of additional netrimwings of $50,092 offset by $7,091 paid in divids.

OPERATIONAL SUMMARY

For the three months ended March 31, 2006, we rmoedi our same-store, year-on-year revenue growithavievenue increase of 6.4%.
Occupancy at our stabilized properties was up #ligin a year-on-year basis, averaging 85.0% ferttinee months ended March 31, 2006
compared to 83.4% for the three months ended Mat¢R005. South Florida, Northern California, Atiaand Baltimore/Washington D.C.
remain our strongest regions, while Southern Nexsejeand Philadelphia have performed below the@mtaverage.

Property revenue growth remained strong with ireeean every market in which we operate. The irggéa property revenue is the
result of gains in occupancy and increases in reatas to both new and existing customers. Distingris higher on a year on year basis, but
has had a positive effect on both occupancy ancativevenue growth.

Property expenses increased primarily as a rebiitmeases in property taxes and utilities. Proptx increases are the result of re-
assessments on properties that we have acquirestla@dannual re-assessment. These increasesperpreaxes and utilities were partially
offset by decreased snow removal expense incunrgd06.

OUTLOOK

We believe that the acquisition of Storage USA waidhtinue to enable us to take advantage of oue&sed scale and property level
revenue-generating opportunities. The transitiothefStorage USA business processes, technologyuating and human resource systems
are complete. Work remains on a capital improverpesgram that will re-sign and re-flag the Stor&ff®A properties and improve the
overall appearance of our property portfolio.

The continued increases in same-store revenuesisvyag though there can be no assurance thatréms will continue. We are
continually seeking to drive revenue growth by\adii managing both pricing and promotional stragsghrough our revenue management
team and utilizing the yield management featuréSTWDRE. In-house training and operational initiesh\and marketing promotions continue
to be implemented which also provide support foréased revenue at the store-level.

We anticipate continued competition from all operst both public and private, in all of the markietsvhich we operate. We expect
some larger competitors in the industry to contiaggressive, large-scale media campaigns that mtlyit our ability to control discounts,
especially at our properties in the lease-up pHasspite this, we expect a continued positive dpegalimate for self-storage operators,
particularly for those with well-located, highlysifble, and efficiently managed self-storage praesrt

REVENUE OUTLOOK

We believe that our pricing and discount stratebage positioned us well to maintain revenue grdwttthe remainder of 2006.
However, there can be no guarantee that the cueesis of revenue growth will continue. We ainatthieve not the highest level of
occupancy, but the highest sustainable level afmae to increase stockholder value. We will alsttiooe to selectively discount certain
markets, sites and units based on occupancy, bilijlaand competitive parameters that are cotgrbby the revenue management team
through our software solution. We believe thatdiseiplined, systematic and proactive approached by the revenue management team
have a continued positive effect on our legacylifaes.

As we continue to grow, media opportunities thdy @afew companies currently possess in the inglugiit become available to us.
Currently, most marketing programs have been tacdgeh a local level. We seek to continue to stretahmarketing dollar further by testing
new approaches that drive traffic to the storellavéhe lowest possible cost and highest effentigs. We believe that traditional self-storage
marketing approaches such as yellow pages and apespdvertisements are high cost and low retummaanication tools and are
redistributing dollars to marketing channels thathvelieve will provide a higher return at a lowest
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EXPENSE OUTLOOK

Property taxes and utilities were the main comptsehour increased operating expenses in the thoeghs ended March 31, 2006
compared to the same quarter last year. Certadoproperties will continue to receive re-assesgraad our utility expenses will likely
continue to exceed prior years; however, we belteaéthe overall property expenses for the rermeind the year will be in-line with
budgeted levels. In addition, the acquisition afr&ye USA provides us with additional buying pofeeryellow pages and other advertising
that we belive should lead to expense efficienicighe future.

Included in our general and administrative expefizethe three months ending March 31, 2006 is $¥8tmpensation expense rela
to stock options and grants upon adoption of SFATR1L We estimate that we will continue to recogmixpenses relating to options and
grants at a rate similar to the amount incurrednguthe three months ending March 31, 2006.

We believe that we currently have the personnplane required to operate and grow our existingnass. Therefore, we do not foresee
significant increases to our general and adminisega@xpenses in future periods unless we expegisignificant growth or other unforeseen
events that necessitate the need to increase mentlevels of staffing.

LIQUIDITY AND CAPITAL RESOURCES

As of March 31, 2006, we had $11,061 availablesishcand cash equivalents. We will be requiredstiilute at least 90% of our net
taxable income, excluding net capital gains, tostackholders on an annual basis to maintain oalifipation as a REIT. We intend to use
this cash to purchase additional self-storage ptigseand fund other working capital needs durlmgsecond quarter of 2006. Therefore, it is
unlikely that we will have any substantial cashelnakes that could be used to meet our liquidity aekdtead, these needs must be met from
cash generated from operations and external soafcegital.

During September 2004, we, as guarantor, and oerdlipg Partnership entered into a $100 millioroheing line of credit (“Credit
Facility”), which includes a $10 million swinglireub facility. The Credit Facility is collateralizéy self-storage properties. The Operating
Partnership intends to use the proceeds of theitGradility for general corporate purposes and &itjons. As of March 31, 2006, the Credit
Facility had approximately $75.4 million of availatborrowings based on the assets collateralifiegredit Facility. As of March 31, 2006
we had $25,000 outstanding under the Credit Fgcilit

On October 4, 2004, we entered into a reversedsteate swap with U.S. Bank National Associatrefating to our existing $61,770
fixed rate mortgage with Wachovia Bank, which i @D09. Pursuant to the swap agreement, we wéivedixed interest payments of
4.30% and pay variable interest payments baseldeoarie-month LIBOR plus .655% on a notional amatfi®61,770. There were no
origination fees or other up front costs incurrgdub in connection with the swap agreement.

As of March 31, 2006, we had approximately $892ilian of debt, resulting in a debt to total capitation ratio of 48.3%. As of March
31, 2006, the ratio of total fixed rate debt arftkotinstruments to total debt is 87.0%. The weidlatecrage interest rate of the total of fixed
and variable rate debt at March 31, 2006 is 5.4%.

We expect to fund our short-term liquidity requiremis, including operating expenses, recurring abpikpenditures, dividends to
stockholders, distributions to holders of Operafatnership units and interest on our outstanglidgbtedness out of our operating cash
flow, cash on hand and borrowings under our Crealdlity.

Long-Term Liquidity Needs

Our long-term liquidity needs consist primarilydi$tributions to stockholders, new facility devetognt, property acquisitions, principal
payments under our borrowings and non-recurringta@iagxpenditures. We do not expect that our ofregatash flow will be sufficient to
fund our long term liquidity needs and instead expe fund such needs out of additional borrowijgisit ventures with third parties, and
from the proceeds of public and private offeringequity and debt. We may also use Operating Pt units as currency to fund
acquisitions from self-storage owners who desixediferral in their exiting transactions.

FINANCING STRATEGY

We will continue to employ leverage in our capgtlicture in amounts determined from time to timebr board of directors. Although
our board of directors has not adopted a policyctvitimits the total amount of indebtedness thatwes incur, we will consider a number of
factors in evaluating our level of indebtednessiftome to time, as well as the amount of such iteldtess that will be either fixed or varia
rate. In making financing decisions, our boardioéators will consider factors including but natlied to:
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» the interest rate of the proposed financing;

« the extent to which the financing impacts flexilyilin managing our properties;
* prepayment penalties and restrictions on refinacin

* the purchase price of properties acquired with flabncing;

* long-term objectives with respect to the financing;

* target investment returns;

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

¢ overall level of consolidated indebtedness;

* timing of debt and lease maturities;

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

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 indebtedmekstes. In addition, we may invest in propersiabject to 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 interestpartnerships or joint ventures or for othergmges when we believe it is advisable.
OFF-BALANCE SHEET ARRANGEMENTS

Except as disclosed in the notes to our unauditei€nsed Consolidated Financial Statements, wetounrently have any
relationships with unconsolidated entities or ficiahpartnerships, such as entities often refetweas structured finance or special purposes
entities, which typically are established for thepose of facilitating off-balance sheet arrangetsmen other contractually narrow or limited
purposes. Further, except as disclosed in the notegr unaudited Condensed Consolidated FinaSt&ements, we have not guaranteed any
obligations of unconsolidated entities nor do weehany commitments or intent to provide fundinguty such entities. Accordingly, we are
not materially exposed to any financing, liquidityarket or credit risk that could arise if we hadj@ged in these relationships.
CONTRACTUAL OBLIGATIONS

The following table summarizes our contractual gdions as of March 31, 2006:
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Payments due by Period:

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

Operating leases $ 44.39: $ 335 $ 8,832 $ 8,33t $ 23,87
Notes payable, notes payable to trusts and liroeeafit

Interest 285,74( 47,38 94,031 85,26¢ 59,05:

Principal 892,79 2,994 38,71: 415,70¢ 435,37¢
Total contractual obligations $ 1,222,921 $ 53,72¢ $ 141,58. $ 509,30¢ $ 518,37:
SEASONALITY

The self-storage business is subject to seasarciifitions. A greater portion of revenues and fwafie realized from May through
September. Historically, our highest level of ocagy has been as of the end of July, while its fhweel of occupancy has been in late
February and early March. Results for any quartey mot be indicative of the results that may bdeaad 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 adveckanges in market prices and interest rates. @urd income, cash flows and fair values
of financial instruments are dependent upon prigaiharket interest rates.

Interest Rate Risk

Interest rate risk is highly sensitive to many ¢ast including governmental monetary and tax peticdomestic and international
economic and political considerations and othetofacbeyond our control.

As of March 31, 2006, we had $892.8 million in tatabt of which $116.3 million is subject to vadialinterest rates (including the
$61.8 million on which we have the reverse interatt swap). If LIBOR were to increase or decrdps200 basis points, the increase or
decrease in interest expense on the variable edievebuld increase or decrease future earningsasi flows by approximately $1.2 million
annually.

Interest rate risk amounts were determined by denisig the impact of hypothetical interest rate®onfinancial instruments. These
analyses do not consider the effect of any chamgeeérall economic activity that could occur. Ferthin the event of a change of that
magnitude, we may take actions to further mitigateexposure to the change. However, due to thertainty of the specific actions that
would be taken and their possible effects, thesdyaas assume no changes in our financial structure

The fair value of fixed rate notes payable and :ipgeyable to trusts at March 31, 2006 was $737,B8& carrying value of these fixed
rate notes payable at March 31, 2006 was $776,540.

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

We maintain disclosure controls and proceduressaie that information required to be disclosethereports we file pursuant to the
Exchange Act are recorded, processed, summarizeceported within the time periods specified in thies and forms of the Securities and
Exchange Commission, and that such informatiorésimulated and communicated to our managementidimg our Chief Executive
Officer and Chief Financial Officer, as approprijdteallow timely decisions regarding required thisare based on the definition of
“disclosure controls and procedures” in Rules 18ge)Lof the Securities Exchange Act of 1934, asrated. In designing and evaluating the
disclosure controls and procedures, managemengmexxd that any controls and procedures, no magierwell 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 possifetrols and procedures.
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We have formed a disclosure committee that is nesipte for considering the materiality of inforn@tiand determining the disclosure
obligations of the Company on a timely basis. Tiseldsure committee reports directly to our Chigé&utive Officer and Chief Financial
Officer.

We carried out an evaluation, under the superviaimhwith the participation of management, inclgdime Chief Executive Officer and
the Chief Financial Officer, of the effectivenegdte design and operation of our disclosure cdsimad procedures as of the end of the
period covered by this report. Based upon thatuatiin, our Chief Executive Officer and Chief Finah Officer concluded that our
disclosure controls and procedures were effectvefahe end of the period covered by this report.

(i) Changes in internal control over financialreporting

We are continuously seeking to improve the efficieand effectiveness of our operations and of pi@rnal controls. This results in
refinements to processes throughout the companwg result, during the period ended March 31, 20@6implemented a new software
application for the processing of our accounts pleyarhe implementation was an effort to upgradetéthnology supporting our financial
systems. The implementation has resulted in cectamges to business processes and internal coimtipacting financial reporting.
Management is taking the necessary steps to manitbmaintain appropriate internal controls dutimg period of change. These steps
include providing training related to business ps®changes and the new system software to indigidwvolved in transaction processing,
review and oversight, analysis and reporting; aslve issues in a timely manner, and report trémdsanagement.

Except for the preceding change, there were na atienges in our internal control over financigdading (as such term is defined in
Exchange Act Rule 13a- 15(f)) that occurred dunng most recent quarter that has materially affeabe is reasonably likely to materially
affect, our internal control over financial repodi
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PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
We are involved in various litigation and proceegdiin the ordinary course of business. We are patrty to any material litigation or
legal proceedings, or to the best of our knowledgg,threatened litigation or legal proceedingsictvhin the opinion or management
individually or in the aggregate, will have a mékadverse effect on our financial condition asulés of operations.
ITEM 1A. RISK FACTORS
There have been no material changes in our rigkrfafrom those disclosed in our 2005 Annual ReporForm 10-K.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
ITEM 5. OTHER INFORMATION
None.
ITEM 6. EXHIBITS
Exhibits
31.1 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
31.2 Certification of Chief Financial Officer pursuait $ection 302 of the Sarba-Oxley Act of 2002

32 Certifications of the Chief Executive Officer antli€f Financial Officer pursuant to 18 U.S.C. Setti®50, as adopted
pursuant to Section 906 of the Sarbi-Oxley Act of 2002

SIGNATURES

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

EXTRA SPACE STORAGE INC.
Registrant

Date: May 10, 2006 /s/ Kenneth M. Woolle
Kenneth M. Woolley
Chairman and Chief Executive Offic
( Principal Executive Office)

Date: May 10, 2006 /sl Kent W. Christense
Kent W. Christensen
Senior Vice President and Chief Financial Offi
( Principal Financial Officer)
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Exhibit 31.1

CERTIFICATION

I, Kenneth M. Woolley, certify that:

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

2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or ométéde 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 statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie 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 have:

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

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

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

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

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

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

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

Date: May 10, 2006 By: /s/ Kenneth M. Woolle

Name: Kenneth M. Woolle
Title: Chief Executive Office




Exhibit 31.2

CERTIFICATION

I, Kent 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 comaynuntrue statement of a material fact or ométéde 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 statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie 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 have:

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

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

(c) evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our conclusiot
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coumyeldis quarterly report
based on such evaluation; and

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

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

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

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

Date: May 10, 2006 By: /s/ Kent Christense

Name: Kent Christense
Title: Chief Financial Office




Exhibit 32

Certification of Chief Executive Officer and ChiefFinancial 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), astadquursuant to Section 906 of the SarbaDekey Act of 2002, that the Quarterly Report
Form 10-Q for the quarter ended March 31, 2006 ‘{Hoem 10-Q"), filed concurrently herewith by the@pany, fully complies with the
requirements of Section 13(a) or 15(d) of the SdesrExchange Act of 1934, as amended, and tleainflormation contained in the Form 10-
Q fairly presents, in all material respects, timaficial condition and results of operations ofGlenpany.

By: /s/ Kenneth M. Woolle
Name: Kenneth M. Woolle
Title: Chief Executive Office
May 10, 200¢€

The undersigned, the Chief Financial Officer offax$pace Storage Inc. (the “Company”), herebyftestto his knowledge on the
date hereof, pursuant to 18 U.S.C. 1350(a), astadquursuant to Section 906 of the SarbaDekey Act of 2002, that the Quarterly Report
Form 10-Q for the quarter ended March 31, 2006 ‘{Hoem 10-Q"), filed concurrently herewith by thee@pany, fully complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934, as amended, and tlsinformation contained in the Form 10-
Q fairly presents, in all material respects, timaficial condition and results of operations of@wenpany.

By: /s/ Kent Christense
Name: Kent Christense
Title: Chief Financial Office
May 10, 200¢€




