UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

Mark One
( Xl : ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2006
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 001-32269

EXTRA SPACE STORAGE INC.

(Exact name of registrant as specified in its @rart

Maryland 20-1076777
(State or other jurisdiction « (I.R.S. Employe
incorporation or organizatiol Identification No.)

2795 East Cottonwood Parkway, Suite 400
Salt Lake City, Utah 84121
(Address of principal executive offices and zip epd

Registrant’s telephone number, including area c(@{¥) 562-5556
Securities Registered Pursuant to Section 12(H)eoAct:

Title of Each Class Name of exchange on which registere
Common Stock, $.01 par val New York Stock Exchange, In

Securities registered pursuant to Section 12(ghefct:None
Indicate by check mark if the registrant is a wkelbwn seasoned issuer, as defined in Rule 405%dbéturities Act. YesXI No O
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ortieecl5(d) of the Act. Yedd No

Indicate by check mark whether the registrant é9 tiled all reports required to be filed by SeetiB or 15(d) of the Securities Exchange Act 0f4.93
during the preceding 12 months (or for such shqrteiod that the registrant was required to filersteports), and (2) has been subject to suchyfilin
requirements for the past 90 days. & No O

Indicate by check mark if disclosure of delinquitlers pursuant to Item 405 of Regulation S-K it aontained herein, and will not be containedhi t
best of registrant’s knowledge, in definitive proxyinformation statements incorporated by refeeeindPart Ill of this Form 10-K or any amendmenttaoé
Form 10-K. YesOO No

Indicate by check mark whether the registrantlesge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of “acceleddfiler
and large accelerated filer” in Rule 12b-2 of theliange Act.

Large accelerated filelX] Accelerated filerOd Non-accelerated fileid
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exge Act). Yesd No

The aggregate market value of the common stockhettbn-affiliates of the registrant was $752,5@7,8ased upon the closing price on the New York
Stock Exchange on June 30, 2006, the last busifesssf the registrant’s most recently compeletenbsd fiscal quarter. This calculation does noteretfh
determination that persons whose shares are extfoni® the computation are affiliates for any otparpose.

The number of shares outstanding of the registrans common stock, par value $0.01 per share, as oftffeary 15, 2007 was 64,242,922.
Documents Incorporated by Reference

Portions of the registrant’s definitive proxy staent to be issued in connection with the registsaarinual stockholders’ meeting to be held in 286y
incorporated by reference into Part 11l of this AlmhReport on Form 10-K.




EXTRA SPACE STORAGE INC.
Table of Contents

PART |

Item 1. Busines

Item 1A. Risk Factor

Item 1B. Unresolved Staff Commer

Item 2. Propertie

Item 3. Legal Proceeding

Item 4. Submission of Matters to a Vote of Securtiders

PART Il

Item 5. Market for Registra’s Common Equity, Related Stockholder Matters asddsPurchases of Equity Securil
Item 6. Selected Financial De

Item 7. Manageme’s Discussion and Analysis of Financial Conditiod &esults of Operatior
ltem 7a. Quantitative and Qualitative Disclosurdmit Market Rist

Item 8. Financial Statements and Supplementary

Item 9. Changes in and Disagreements with Accotisitam Accounting and Financial Disclost
Item 9A. Controls and Procedut

Item 9B. Other Informatiol

PART Il

Item 10. Directors, Executive Officers and Corper@bpvernanc

Item 11. Executive Compensati

Item 12. Security Ownership of Certain Beneficialii@rs and Management and Related Stockholder i
Item 13. Certain Relationships and Related Tramwagtand Director Independen

Item 14. Principal Accountant Fees and Serv

PART IV

Item 15. Exhibits and Financial Statement Schec

SIGNATURES

23
23
27
27
28

29
30
46
48

92
94
95

95
95
95

96
97
100




Explanatory Note

The financial statements covered in this reporttfar period from January 1, 2004 to August 16, 26@4tain the results of operations ¢
financial condition of Extra Space Storage LLC d@sdsubsidiaries, the predecessor to Extra Spaocea§é Inc. and its subsidiaries, prior
the consummation of Extra Space Storage Inc.’&lrpublic offering on August 17, 2004, and varidognation transactions. In addition, the
financial statements covered in this report conthi@ results of operations and financial conditmfrExtra Space Storage Inc. for the per
from August 17, 2004 to December 31, 2006. Amaureti thousands (except per share data and urddsswise stated

Statements Regarding Forward-Looking Information

Certain information set forth in this report comtai“forward-looking statements” within the meaniofithe federal securities laws.
Forward-looking statements include statements concernimglans, objectives, goals, strategies, futurenésiefuture revenues or
performance, capital expenditures, financing neetims or intentions relating to acquisitions antthér information that is not historic:
information. In some cases, forward-looking statetaean be identified by terminology such as “beadi®” “expects,” “estimates,” “may,”
“will,” “should,” “anticipates,” or “intends” or th e negative of such terms or other comparable tesfogy, or by discussions of strategy. We
may also make additional forward-looking statemérdm time to time. All such subsequent forwardlog statements, whether written or
oral, by us or on our behalf, are also expresslgliied by these cautionary statements.

All forward-looking statements, including withoumitation, management’s examination of historicaéating trends and estimate of
future earnings, are based upon our current expgénta and various assumptions. Our expectationiefiseand projections are expressec
good faith and we believe there is a reasonablésifas them, but there can be no assurance thatagamer’s expectations, beliefs and
projections will result or be achieved. All forwelooking statements apply only as of the date méteundertake no obligation to publicly
update or revise forward-looking statements whicty foe made to reflect events or circumstances #feedate made or to reflect the
occurrence of unanticipated events.

There are a number of risks and uncertainties twatld cause our actual results to differ materidtym the forward-looking statements
contained in or contemplated by this report. Anyird-looking statements should be consideredghtlof the risks referenced in “Part I.
Item 1A. Risk Facto” below. Such factors include, but are not limitied

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

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

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

difficulties in our ability to evaluate, finance @mtegrate acquired and developed properties oo existing operations and to lease
up those properties, which could adversely affectofitability;

» the impact of the regulatory environment as welhagonal, state, and local laws and regulationsliring, without limitation, those
governing Real Estate Investment Trusts, whichccmdrease our expenses and reduce our cash avaifabdistribution;

difficulties in raising capital at reasonable rataghich could impede our ability to grow;
« delays in the development and construction proagBish could adversely affect our profitability; én

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




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

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




PART |
Item 1. Business

General

Extra Space Storage Inc. (“we,” “our,” “us” or tHeompany”) is a self-administered and self-managed estate investment trust
(“REIT”) formed as a Maryland corporation on Apsid, 2004 to own, operate, acquire, develop andveddp professionally managed self-
storage facilities. We closed our initial publidexfng (“IPO”) on August 17, 2004. Our common staéskraded on the New York Stock
Exchange under the symbol “EXR.”

We were formed to continue the business of Extr@c8btorage LLC and its subsidiaries (the “Predse8s which had engaged in the
self-storage business since 1977. These compaeiesreorganized after the consummation of our IROwvarious formation transactions. As
of December 31, 2006, we held ownership interes&67 properties located in 32 states and Washin@aC. with an aggregate of
approximately 41 million square feet of net renéadghace and greater than 280,000 customers. @f B6&sproperties, 219 are wholly-owned,
and 348 are owned in joint-venture partnershipsadditional 74 properties are owned by franchigeehird parties and operated by us in
exchange for a management fee, bringing total ptiggevhich we own and/or manage to 641.

We operate in two distinct segments: (1) properanagement and development and (2) rental operatursproperty management and
development activities include acquiring, managohgyeloping and selling self-storage facilitieseTental operations activities include rental
operations of self-storage facilities.

Substantially all of our business is conductedugtoExtra Space Storage LP (the “Operating Patis and through our wholly-
owned Massachusetts business trust subsidiariegrideary assets are general partner and limitetheainterests in the Operating
Partnership. This structure is commonly referreds¢@n umbrella partnership REIT, or UPREIT. Weehalected to be taxed as a REIT under
the Internal Revenue Code of 1986, as amendedI(iteznal Revenue Code”). To the extent we contitaiqualify as a REIT we will not be
subject to tax, with certain exceptions, on ourtagéble income that is distributed to our stockkos.

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

Management

Members of our executive management team havefisigmni experience in all aspects of the self-steraglustry, and have an average of
more than ten years of industry experience. Thsmsemnagement team has collectively acquired ardéeeloped more than 675 properties
during the past 25 years for the Company, the Resd®r and other entities. Kenneth M. Woolley, @han and Chief Executive Officer, and
Richard S. Tanner, Senior Vice President Developnteve worked in the self-storage industry singé7land led some of the earliest self-
storage facility development projects in the Uniggdtes.




The remainder of our executive management teanttagidyears of industry experience are as folloent Christensen, Executive Vice
President and Chief Financial Officer, 9 years; i@saAllen, Executive Vice President and Chief UeQ#icer, 9 years; and Karl Haas,
Executive Vice President and Chief Operating Offid® years.

Members of the executive management team have djtiideCompany through substantial growth, develppind acquiring over $2.9
billion in assets since 1996. This growth has Heeded through equity offerings and more than $llibn in private equity capital since
1998. This private equity capital has come prinydribm sophisticated, high net-worth individualglanstitutional investors such as affiliates
of Prudential Financial, Inc. and Fidelity Investmtse

Our executive management and board of directors hasignificant ownership position in the Comparithwexecutive officers and
directors owning approximately 4.4 million share$@% of our outstanding common stock as of Falyri, 2007.

Industry & Competition

Self-storage facilities refers to properties thétodo-it-yourself, month-to-month storage spaeetal for personal or business use. Self-
storage offers a cost-effective and flexible steratjernative. Tenants rent fully enclosed spdtatsdan vary in size according to their specific
needs and to which they have unlimited, exclussaess. Tenants have responsibility for moving thieins into and out of their units. Self-
storage unit sizes typically range from five fegffive feet to 20 feet by 20 feet, with an interiwight of eight to 12 feet. Properties generally
have on-site managers who supervise and run théoddgy operations, providing tenants with assistaas needed.

Self-storage provides a convenient way for indieiduand businesses to store their possessionsp ditezchanges, or simply because of a
need for storage space. The mix of residentialnisnasing a self-storage property is determined pyoperty’s local demographics and often
includes people who are looking to downsize theing) space or others who are not yet settled anpermanent residence.

Items that residential tenants place in self-steqa@perties range from cars, boats and recreadtiehécles, to furniture, household items
and appliances. Commercial tenants tend to incdna! business owners who require easy and freqaoeeiss to their goods, records, extra
inventory or storage for seasonal goods.

Our research has shown that tenants choose ataedfye property based primarily on the conveniaridbe site to their home or business,
making high-density, high-traffic population cerstéiteal locations for a self-storage property. Aparty’s perceived security and the general
professionalism of the site managers and stafélsie contributing factors to a site’s ability tacsassfully secure rentals. Although most self-
storage properties are leased to tenants on a aimmtionth basis, tenants tend to continue theBdedor extended periods of time.

There are seasonal fluctuations in occupancy fateself-storage properties. Based on our expeeiegenerally, there is increased leasing
activity at self-storage properties during the stenmonths due to the higher number of people wlozage during this period. The highest
level of occupancy is typically at the end of Jwiile the lowest level of occupancy is seen ie Bébruary and early March.

Since inception in the early 1970’s the self-steraglustry has experienced significant growthhia past ten years, there has been even
greater growth. According to the Self-Storage Alamafthe “Almanac”), in 1996 there were only 25, 58f-storage properties in the United
States, with an average occupancy rate of 88.58&tfentable square feet compared to 42,976 swHige properties in 2006 with an average
occupancy rate of 83.0 % of net rentable squarte Asepopulation densities have




increased in the United States, there has beemcasgmsise in self-storage awareness and correspodetirggopment, which we expect will
continue in the future.

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

We have encountered competition when we seek toirgcproperties, especially for brokered portfolidggressive bidding practices hi
been commonplace between both public and privdteesn and this competition will continue to belzallenge for the Company’s growth
strategy.

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

The industry is also characterized by fragmentederghip. According to the 2007 Almanac, the topselfistorage companies in the
United States owned approximately 11.6% of tot&8.4elf-storage properties, and the top 50 setkgescompanies owned approximately
15.5% of the total U.S. properties. We believe fragmentation will contribute to continued condalion at some level in the future. We also
believe we are well positioned to be able to compet acquisitions given our enhanced ability toesms capital as a public company and our
historical reputation for closing deals.

After our acquisition of the Storage USA propertiesJuly 14, 2005, we became the second largdssteehge operator in the United
States. We are now one of four public self-stof@f€TS along with Public Storage Inc. (NYSE: PSA)v&n SelfStorage, Inc. (NYSE: SS<
and U-Store-It Inc. (NYSE: YSI).

Growth and Investment Strategies

Our primary business objectives are to maximizé éasv available for distribution to our stockholdeand to achieve sustainable long-
term growth in cash flow per share in order to maxze long-term stockholder value. We continue taleate a range of growth initiatives and
opportunities. These include:

« Maximize the performance of properties through stegic, efficient and proactive managementWe plan to pursue revenue
generating and expense minimizing opportunitiesunoperations. Our revenue management team weik semaximize revenue by
responding to changing market conditions throughtechnology system’s ability to provide real-tinn@geractive rental rate and
discount management. Our scale allows greatetabian the majority of our competitors to implerheational, regional and local
marketing programs, which we believe will attracirencustomers to our stores at a lower net cost.

» Focus on the acquisition of self-storage propertiftem strategic partners and third parties. Our acquisitions team will continue to
pursue the acquisition of single properties andirpubperty portfolios that we believe can proviteckholder value. Our July 2005
acquisition of Storage USA has bolstered our remrtas a reliable, ethical buyer, which we beliembances our ability to negotiate
and close non-brokered, private deals. In additem,status as an umbrella partnership real estegéstment trust enables flexibility
when structuring deals.




« Develop new self-storage properties We have several joint venture and wholly-ownededopment properties and will continue to
develop new self-storage properties in our coreketar Our development pipeline through 2009 incku2ié projects. The majority of
the projects will be developed on a wholly-ownedibdy the Company.

« Expand our management business We see the management business as a futuresticoupipeline and expect to pursue strategic
relationships with owners that should strengthemamguisition pipeline through agreements whictegis first right of refusal to
purchase the managed property in the event ofenpat sale. Twelve of our 2006 acquisitions camenfthis channel.

Financing of Our Growth Strategies
« Acquisition and Development Financing

We, as guarantor, and our Operating Partnershiectly have a $100 million revolving line of creélihe “credit facility”) that is
collateralized by our self-storage properties. ABDecember 31, 2006, the credit facility had apprately $81.0 million of available
capacity based on the assets collateralizing thditdiacility. We expect to maintain a flexible apach in financing new property
acquisitions. We plan to finance future acquisisimrough a combination of borrowings under thelicfacility, traditional secured
mortgage financing and additional equity offerings.

« Development Joint Venture Financing

We own 338 of our stabilized properties and 10wflease-up properties through joint ventures wittd parties, including affiliates of
Prudential Financial, Inc. In each joint venture, generally manage the day-to-day operations ofitigerlying properties and have the
right to participate in major decisions relatingstles of properties or financings by the appliegbint venture. Our joint venture
partners typically provide most of the equity capiequired for the operation of the respectiveress. Under the operating agreem
for the joint ventures, we typically maintain thght to receive between 17.0% and 50.0% of thelaig cash flow from operations
after our joint venture partners have receivedeglgtermined return, and between 17.0% and 50.0%eddvailable cash flow from
capital transactions after our joint venture padreave received a return of their capital pluhquedetermined return. Most joint
venture agreements include buy-sell rights, as agetights of first refusal in connection with #ede of properties by the joint venture.

» Disposition of Properties

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

Regulation

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

Under the Americans with Disabilities Act of 19984 “ADA”), all places of public accommodation aegjuired to meet certain federal
requirements related to access and use by dispblsdns. These requirements became effective iB. Aumber of additional U.S. federal,
state and local laws also exist




that may require modifications to the propertigsiestrict further renovations thereof, with respecaccess thereto by disabled persons.
Noncompliance with the ADA could result in the insiin of fines or an award of damages to privaigants and also could result in an or
to correct any non-complying feature, thereby reggisubstantial capital expenditures. To the extem properties are not in compliance, we
are likely to incur additional costs to comply witte ADA.

Insurance activities are subject to state insuréaws and regulations as determined by the paaidosurance commissioner for each ¢
in accordance with the McCarran-Ferguson Act, ardsabject to the Gramm-Leach-Bliley Act and thigaary regulations promulgated by the
Federal Trade Commission pursuant thereto.

Property management activities are often subjestdte real estate brokerage laws and regulat®det@rmined by the particular real
estate commission for each state.

Changes in any of the laws governing our condugtdcbave an adverse impact on our ability to cohduc business or could materially
affect our financial position, results of operatar cash flows.

Employees

As of February 15, 2007, we had 1,835 employeedatidve our relationship with our employees tgbed. Our employees are not
represented by a collective bargaining agreement.

Iltem 1A. Risk Factors

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

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

Risks Related to Our Properties and Operations

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

Virtually all of our leases are on a month-to-mobésis. Any delay in re-letting units as vacaneigse would reduce our revenues and
harm our operating results. In addition, lower teapected rental rates upon re-letting could impmadegrowth.

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

We compete with many other entities engaged ingsi@te investment activities for acquisitionsaif-storage properties and other assets,
including national, regional and local operatord davelopers of self-storage properties. These etitops may drive up the price we must pay
for self-storage properties or other assets we &eakquire or may succeed in acquiring those ptigseor assets themselves. In addition, our
potential acquisition targets may find our compesitto be more attractive suitors because theyhmagg greater resources, may be willing to
pay more or may have a more compatible operatiiiggaphy. In addition, the number of entities ahd &mount of funds competing for
suitable investment properties may increase. Tamspetition will result in increased demand for thassets and therefore increased prices
for them. Because of an increased interest in stpgbperty acquisitions among tax-motivated indiaildpurchasers, we may pay higher prices
if we purchase single properties in




comparison with portfolio acquisitions. If we paigher prices for self-storage properties or othesess, our profitability will be reduced.

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

A key component of our growth strategy is explonreyv asset development and redevelopment oppadesitiirough strategic joint
ventures and on a wholly-owned basis. To the extexttwe engage in these development and redevelupativities, they will be subject to
the following risks normally associated with thgsejects:

« we may be unable to obtain financing for thesequtsj on favorable terms or at all;
* we may not complete development projects on scleeastulvithin budgeted amounts;

* we may encounter delays or refusals in obtainihgeddessary zoning, land use, building, occupancyather required governmental
permits and authorizations; and

» occupancy rates and rents at newly developed evetdped properties may fluctuate depending onnabreu of factors, including
market and economic conditions, and may resultinimvestment not being profitable.

In deciding whether to develop or redevelop a paldir property, we make certain assumptions reggrtie expected future performance of
that property. We may underestimate the costs sapge$o bring the property up to the standardséisteed for its intended market position or
may be unable to increase occupancy at a newlyir@chproperty as quickly as expected or at all. Aopstantial unanticipated delays or
expenses could adversely affect the investmentnetiiom these development or redevelopment pogand harm our operating results,
liquidity and financial condition, which could rdsin a decline in the value of our securities.

We may in the future develop self-storage propgitiegeographic regions where we do not currerdlyeha significant presence and
where we do not possess the same level of fanyliaith development, which could adversely affegt ability to develop such properties
successfully or at all or to achieve expected parémce.

We rely on the investments of our joint venturetipars for funding our development and redeveloprpenjects. If our reputation in the
selfstorage industry changes or the number of investamsidering us an attractive strategic partnethigrwise reduced, our ability to deve
or redevelop properties could be affected, whicluleidimit our growth.

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

Our ability to expand through acquisitions is imeddo our business strategy and requires us tttifgesuitable acquisition candidates or
investment opportunities that meet our criteria arelcompatible with our growth strategy. We maybesuccessful in identifying suitable
properties or other assets that meet our acquigitideria or in consummating acquisitions or intweasnts on satisfactory terms or at all. Failure
to identify or consummate acquisitions will slowr @owth, which could in turn adversely affect atiwck price.
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Our ability to acquire properties on favorable teramd successfully integrate and operate them maypistrained by the following
significant risks:

« competition from local investors and other reahtsstnvestors with significant capital, includintper publicly-traded REITs and
institutional investment funds;

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

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

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

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

e we may acquire properties subject to liabilitieth@ut any recourse, or with only limited recounséh respect to unknown liabilities
such as liabilities for clean-up of undisclosedimmnmental contamination, claims by persons dealhiitg the former owners of the
properties and claims for indemnification by geheeatners, directors, officers and others inderediby the former owners of the
properties.

In addition, strategic decisions by us, such asiiadtpns, may adversely affect the price of owrséies.

We may not be successful in integrating and operatg acquired properties.

We expect to make future acquisitions of self-sjerproperties. If we acquire any self-storage priigse we will be required to integrate
them into our existing portfolio. The acquired pedges may turn out to be less compatible withgramwth strategy than originally anticipated,
may cause disruptions in our operations or mayrtimanagement’s attention away from day-to-day afpemns, which could impair our results
of operations as a whole.

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

We had 1,618 field personnel as of February 15720@he management and operation of our propefTies general professionalism of
our site managers and staff are contributing fadtoma site’s ability to successfully secure rengadd retain tenants. We also rely upon our field
personnel to maintain clean and secure self-stquegpeerties. If we are unable to successfully rgctain and retain qualified field personnel,
the quality of service we strive to provide at puwperties could be adversely affected which céedd to decreased occupancy levels and
reduced operating performance.

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

We rely on STORE to support all aspects of ourrmss operations and to help us implement new dewelot and acquisition
opportunities and strategies. If other self-storegmpanies obtain a license to use STORE, or empldgvelop a technology similar to
STORE, their ability to compete with us could béamced.
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Uninsured losses or losses in excess of our insucarcoverage could adversely affect our financial ndition and our cash flow.

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

Increases in taxes and regulatory compliance costsay reduce our income.

Costs resulting from changes in real estate tas generally are not passed through to tenantstljireed will affect us. Increases in
income, property or other taxes generally are masspd through to tenants under leases and mayereduoet income, funds from operations
(“FFO™), cash flow, financial condition, ability teay or refinance our debt obligations, abilityrteke distributions to stockholders, and the
trading price of our securities. Similarly, changetaws increasing the potential liability for @ranmental conditions existing on properties or
increasing the restrictions on discharges or atbaditions may result in significant unanticipateghenditures, which could similarly advers
affect our business and results of operations.

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

We do not always obtain third-party appraisalsanreection with our acquisition of properties ane tionsideration being paid by us in
exchange for those properties may exceed the @aluetermined by third-party appraisals. In sudesathe terms of any agreements and the
valuation methods used to determine the valueeptbperties were determined by our senior manageteam.

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

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

Certain environmental laws also impose liabilitytheut regard to knowledge or fault, for removaremediation of hazardous substances
or other regulated materials upon owners and operaf contaminated property even after they ngéorown or operate the property.
Moreover, the past or present owner or operatan fndhich a release emanates could be liable fopangonal injuries or
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property damages that may result from such releasasell as any damages to natural resourcesidmirise from such releases.

Certain environmental laws impose compliance oliliga on owners and operators of real property vé#pect to the management of
hazardous materials and other regulated substaRoesxample, environmental laws govern the managewf asbestos-containing materials
and lead-based paint. Failure to comply with tHage can result in penalties or other sanctions.

No assurances can be given that existing envirotahstudies with respect to any of our propert@geal all environmental liabilities, th
any prior owner or operator of our properties did create any material environmental conditionkmawn to us, or that a material
environmental condition does not otherwise exidbaany one or more of our properties. There akist®the risk that material environmental
conditions, liabilities or compliance concerns naye arisen after the review was completed or miag & the future. Finally, future laws,
ordinances or regulations and future interpretatiofnexisting laws, ordinances or regulations nrmgadse additional material environmental
liability.

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

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

+ the national economic climate and the local orargi economic climate in the markets in which werage, which may be adversely
impacted by, among other factors, industry slowdawalocation of businesses and changing demogrsiphi

» periods of economic slowdown or recession, risittgriest rates or declining demand for sttfrage or the public perception that an
these events may occur could result in a geneddingein rental rates or an increase in tenantudefa

» local or regional real estate market conditionhsagthe oversupply of self-storage or a redudtiatemand for self-storage in a
particular area;

» perceptions by prospective users of our self-segagperties of the safety, convenience and aittea@ss of our properties and the
neighborhoods in which they are located;

* increased operating costs, including need for ahjitprovements, insurance premiums, real estagstand utilities;
« changes in supply of or demand for similar or cotimgeproperties in an area;
« the impact of environmental protection laws;

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

« changes in tax, real estate and zoning laws.
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Risks Related to Our Organization and Structure

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

Our success depends, to a significant extent, @edhtinued services of our Chairman and Chief ttkee Officer and the other members
of our executive management team. Our executiveagement team has substantial experience in thateetfge industry. In addition, our
ability to continue to develop properties depenashe significant relationships our executive mamagnt team has developed with our
institutional joint venture partners such as aiféis of Prudential Financial, Inc. There is no gatee that any of them will remain employed by
us. We do not maintain key person life insurancamynof our officers. The loss of services of onenore members of our executive
management team, particularly our Chairman andf@xecutive Officer, could harm our business andmospects.

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

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

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

Because we are structured as an UPREIT, we argaattoactive acquirer of properties to tax-motdehsellers than our competitors that
are not structured as UPREITs. However, if othfrsgterage companies restructure their holdingsdoome UPREITSs, this competitive
advantage will disappear. In addition, new legislamay be enacted or new interpretations of engsiégislation may be issued by the Internal
Revenue Service (“IRS”), or the U.S. Treasury Depant that could affect the attractiveness of oBREIT structure so that it may no longer
assist us in competing for acquisitions.

Tax indemnification obligations may require the Opeating Partnership to maintain certain debt levels.

In connection with the formation transactions esdento prior to our IPO in 2004, we agreed to makailable to each of Kenneth M.
Woolley, our Chairman and Chief Executive Offideichard S. Tanner, our Senior Vice President, Dirakent, and other third parties, the
following tax protections: for nine years, withraege-year extension if the applicable party cor@sto own at least 50% of the OP units
received by it in the formation transactions atekpiration of the initial nine-year period, thepoptunity to (1) guarantee debt or (2) enter into
a special loss allocation and deficit restoratibhigation, in an aggregate amount, with respethéoforegoing contributors, of at least
$60.0 million. We agreed to these provisions ireoitd assist these contributors in preserving ttagiposition after their contributions. These
obligations may require us to maintain certain btddness that we would not otherwise require forbmsiness.

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

As of December 31, 2006, we held interests in 34®grties through joint ventures. All of these agaments could be adversely affected
by our lack of sole decision-making authority, oeliance on co-venturers’ financial conditions aligputes between us and our co-venturers.
We expect to continue our
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joint venture strategy by entering into more joiahtures for the purpose of developing new-storage properties and acquiring existing
properties. In such event, we would not be in atjposto exercise sole decision-making authorityaieling the property, partnership, joint
venture or other entity. The decision-making autfigegarding the properties we currently hold thgb joint ventures is either vested
exclusively with our joint venture partners, is @b to a majority vote of the joint venture pamser equally shared by us and the joint venture
partners. In addition, investments in partnersksat ventures or other entities may, under cartdicumstances, involve risks not present\
a third party not involved, including the possityilthat partners or co-venturers might become hatlar fail to fund their share of required
capital contributions. Partners or co-venturers tmaye economic or other business interests or gdaltsh are inconsistent with our business
interests or goals, and may be in a position te takions contrary to our policies or objectivaesctSinvestments may also have the potential
risk of impasses on decisions, such as a saleubeceither we nor the partner or co-venturer wbalk full control over the partnership or
joint venture. Disputes between us and partnecg-venturers may result in litigation or arbitratitirat would increase our expenses and
prevent our officers and/or directors from focusihgir time and efforts on our business. Consedyemttions by or disputes with partners or
co-venturers might result in subjecting propertiemed by the partnership or joint venture to addi risk. In addition, we may in certain
circumstances be liable for the actions of oumdtpiarty partners or co-venturers, which could haunfinancial condition.

Kenneth M. Woolley, our Chairman and Chief Executive Officer, Spencer F. Kirk, one of our directors, Rchard S. Tanner, Senior Vice
President, Development, Kent W. Christensen, Execive Vice President and Chief Financial Officer, andCharles L. Allen, Executive
Vice President and Chief Legal Officer, members obur senior management team, have outside businesgdrests which could divert
their time and attention away from us, which couldharm our business.

Kenneth M. Woolley, our Chairman and Chief Execait@fficer, as well as one of our directors andaierother members of our senior
management team, have outside business interésse Dusiness interests include the ownershigelfastorage property located in Pico
Rivera, California, which as of December 31, 20G6&\n lease-up, and the ownership of Extra Spaeelbement LLC. Other than this
property and Extra Space Development, LLC, the neembf our senior management are not currentlygedyan any other self-storage
activities outside the Company. In addition, Mr. 8lley’s employment agreement includes an exceftidnis hon-competition covenant
pursuant to which he is permitted to devote a portf his time to the management and operatioidevbda West Development, LLC
(formerly known as RMI Development, LLC), a mulérhily business in which he has a majority ownershlghough Mr. Woolley’s
employment agreement requires that he devote sulasha his full business time and attention to tBs agreement also permits him to devote
time to his outside business interests. Thesedmutsisiness interests could interfere with histghib devote time to our business and affairs
and as a result, our business could be harmed.

Conflicts of interest could arise as a result of aurelationship with our Operating Partnership.

Conflicts of interest could arise in the futureaaesult of the relationships between us and diliaéés, and our Operating Partnership or
any partner thereof. Our directors and officersehduties to our Company under applicable Marylawdih connection with their management
of our Company. At the same time, we, through olioNy-owned subsidiary, have fiduciary duties, ageaeral partner, to our Operating
Partnership and to the limited partners under Dataviaw in connection with the management of ouer@ing Partnership. Our duties, thro
our wholly-owned subsidiary, as a general partoerr Operating Partnership and its partners mayedato conflict with the duties of our
directors and officers to our Company. The partmeragreement of our Operating Partnership doesauptire us to resolve such conflicts in
favor of either our Company or the limited partniersur Operating Partnership.
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Unless otherwise provided for in the relevant penghip agreement, Delaware law generally requiigsngral partner of a Delaware
limited partnership to adhere to fiduciary dutynstards under which it owes its limited partnershighest duties of good faith, fairness, and
loyalty and which generally prohibit such generaitper from taking any action or engaging in aaysaction as to which it has a conflict of
interest.

Additionally, the partnership agreement expresghjts our liability by providing that neither weundirect wholly-owned Massachusetts
business trust subsidiary, as the general parfrteedperating Partnership, nor any of our orrthreistees, directors or officers, will be liable
or accountable in damages to our Operating Pattiperthe limited partners or assignees for ermsidlgment, mistakes of fact or law or for
any act or omission if we, or such trustee, dineotoofficer, acted in good faith. In addition, dDperating Partnership is required to indemnify
us, our affiliates and each of our respective ¢esst officers, directors, employees and agentsetéuilest extent permitted by applicable law
against any and all losses, claims, damages,itiabi{whether joint or several), expenses (inatgdiwithout limitation, attorneys’ fees and
other legal fees and expenses), judgments, fiettements and other amounts arising from any draddaéms, demands, actions, sulits or
proceedings, civil, criminal, administrative or @stigative, that relate to the operations of ther@gng Partnership, provided that our
Operating Partnership will not indemnify for (1)IMl misconduct or a knowing violation of the lag2) any transaction for which such person
received an improper personal benefit in violatomreach of any provision of the partnership agrea, or (3) in the case of a criminal
proceeding, the person had reasonable cause &védlie act or omission was unlawful.

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

Our management’s ownership of contingent conversioshares, or CCSs, and contingent conversion unitgy CCUs, may cause them to
devote a disproportionate amount of time to the pdormance of the related 14 wholly-owned early-stagkease-up properties, which
could cause our overall operating performance to dter.

In connection with our IPO, we issued to certaintgbutors, which included certain members of amier management, CCSs and/or a
combination of OP units and CCUs. The terms of@Ss and CCUs provide that they will convert into common stock and OP units,
respectively, only if the relevant 14 lease-up ertips identified at the time of the IPO achievedified performance thresholds prior to
December 31, 2008. As a result, our directors dficeos who own CCSs and CCUs may have an incemdicevote a disproportionately large
amount of their time and attention to these praogeih comparison with our remaining propertiesiohfcould harm our operating results.

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

Kenneth M. Woolley, our Chairman and Chief Execait®fficer, Spencer F. Kirk, who serves as diredt@nt W. Christensen, Executive
Vice President and Chief Financial Officer, Chatleg\llen, Executive Vice President and Chief Le@ficer, and Richard S. Tanner, Senior
Vice President, Development had direct or indiehership interests in certain properties that veergributed to our Operating Partnershi
the formation transactions. Following the completid the formation transactions, we, under the egents relating to the contribution of such
interests, became entitled to indemnification aachdges in the event of breaches of representaiiomarranties made by the contributors. In
addition, Kenneth M. Woolley’s employment agreemantudes an exception to his non-
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competition covenant pursuant to which he is paedito devote time to the management and operatibNsvada West Development, LLC
(formerly known as RMI Development, LLC), a mulérhily business. None of these contribution and campetition agreements was
negotiated at an arm’s-length basis. We may choos® enforce, or to enforce less vigorously, wgints under these contribution and non-
competition agreements because of our desire totaiaiour ongoing relationships with the individughrty to these agreements.

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

Our charter, subject to certain exceptions, autlesrour directors to take such actions as are s@geand desirable to preserve our
qualification as a REIT and to limit any persoratiual or constructive ownership of no more th&@¥%« (by value or by number of shares,
whichever is more restrictive) of our outstandignenon stock or 7.0% (by value or by number of shamhichever is more restrictive) of our
outstanding capital stock. Our board of directorsts sole discretion, may exempt a proposed fesas from the ownership limit. However,
our board of directors may not grant an exemptiomfthe ownership limit to any proposed transfevbese ownership could jeopardize our
qualification as a REIT. These restrictions on omshi will not apply if our board of directors deteénes that it is no longer in our best
interests to attempt to qualify, or to continuetalify, as a REIT. The ownership limit may delayiropede a transaction or a change of col
that might involve a premium price for our secestor otherwise be in the best interests of owkstlders. Different ownership limits apply
the family of Kenneth M. Woolley, certain of hidiéites, family members and estates and trustséal for the benefit of the foregoing and
Spencer F. Kirk, certain of his affiliates, famityembers and estates and trusts formed for the ibehétie foregoing and certain designated
investment entities (as defined in our charter).

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

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

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

Maryland law provides that a director or officesshr liability in that capacity if he or she perfa his or her duties in good faith, in a
manner he or she reasonably believes to be inestribterests and with the care that an ordinarilident person in a like position would use
under similar circumstances. In addition, our atraeliminates our directors’ and officers’ liahjlito us and our stockholders for money
damages except for liability resulting from actredeipt of an improper benefit in money, propentgervices or active and deliberate
dishonesty established by a final judgment and vlianaterial to the cause of action. Our bylavegiiie us to indemnify our directors and
officers for liability resulting from actions takday them in those capacities to the maximum exgenmitted by Maryland law. As a result, we
and our stockholders may have more limited rigly&irast our directors and officers than might
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otherwise exist under common law. In addition, wayrhe obligated to fund the defense costs inclyedur directors and officers.

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

Distributions in excess of our current and accutedaarnings and profits and not treated by usdigiéend will not be taxable to a U.S.
stockholder under current U.S. federal income &axto the extent those distributions do not exdbedstockholder’s adjusted tax basis in his,
her, or its common stock, but instead will constita return of capital and will reduce such adjistasis. If distributions result in a reductior
a stockholder’s adjusted basis in such holder'smomstock, subsequent sales of such holder’s constoah will result in recognition of an
increased capital gain or realized capital losstdube reduction in such adjusted basis.

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

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

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

To the extent that the investing public has a riegaterception of the self-storage industry, thie@af our securities may be negatively
impacted, which could result in our securities itmgcdbelow the inherent value of our assets.

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

Under the ADA, all places of public accommodatioa eequired to meet certain federal requiremeridae to access and use by disabled
persons. These requirements became effective iB. ¥98umber of additional U.S. federal, state ahl laws may also require modifications
to our properties, or restrict certain further regitions of the properties, with respect to acckeeeto by disabled persons. Noncompliance with
the ADA could result in the imposition of finesam award of damages to private litigants and adsddcresult in an order to correct any non-
complying feature, which could result in substdntapital expenditures. We have not conducted alit au investigation of all of our properti
to determine our compliance and we cannot predetttimate cost of compliance with the ADA or atlegislation. If one or more of our
properties is not in compliance with the ADA or ethegislation, then we would be required to inadditional costs to bring the facility into
compliance. If we incur substantial costs to compith the ADA or other legislation, our financiabredition, results of operations, cash flow,
per share trading price of our securities and bilityato satisfy our debt service obligations andnake distributions to our stockholders could
be adversely affected.
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llliquidity of real estate investments could signifcantly impede our ability to respond to adverse changes in the performance of ou
properties.

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

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

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

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

Risks Related to Our Debt Financings

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

As of December 31, 2006, we had approximately $948llion of outstanding indebtedness. We expedhtar additional debt in
connection with future acquisitions. We may bornawder our line of credit or borrow new funds to @icg these future properties.
Additionally, we do not anticipate that our inteltpaenerated cash flow will be adequate to repayexisting indebtedness upon maturity and,
therefore, we expect to repay our indebtednessigiroefinancings and equity and/or debt offerifkgther, we may need to borrow funds to
make distributions required to maintain our quedifion as a REIT or to meet our expected distrimsti

If we are required to utilize our line of creditfourposes other than acquisition activity, thi weiduce the amount available for
acquisitions and could slow our growth. Therefongr, level of debt and the limitations imposed orbysur debt agreements could have
significant adverse consequences, including tHeviahg:

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

« we may be unable to borrow additional funds as eéedt on favorable terms, including to make actjoiss or distributions required
maintain our qualification as a REIT;
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« we may be unable to refinance our indebtednessttrity or the refinancing terms may be less fabl@ahan the terms of our original
indebtedness;

« because a portion of our debt bears interest &@hblarrates, an increase in interest rates couldnia#ly increase our interest expense;
« we may be forced to dispose of one or more of oojpgrties, possibly on disadvantageous terms;

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

< our debt level could place us at a competitivedlisatage compared to our competitors with less;debt

* we may experience increased vulnerability to ecdo@nd industry downturns, reducing our abilityréspond to changing business
and economic conditions;

« we may default on our obligations and the lendemm@rtgagees may foreclose on our properties #atre their loans and receive an
assignment of rents and leases;

* we may violate restrictive covenants in our loaowtoents, which would entitle the lenders to acegéeour debt obligations; and

our default under any one of our mortgage loank wibss-default or cross-collateralization provisiecould result in a default on other
indebtedness or result in the foreclosures of gtheperties.

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

Our organizational documents contain no limitationghe amount of indebtedness that we or our @ipgrRartnership may incur. We
could alter the balance between our total outstanitidebtedness and the value of our portfolicngttane. If we become more highly
leveraged, then the resulting increase in debiceoould adversely affect our ability to make pays on our outstanding indebtedness and to
pay our anticipated distributions and/or the disttions required to maintain our REIT qualificati@md could harm our financial condition.

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

As of December 31, 2006 we had approximately $948llibn of debt outstanding, of which approximat&@85.1 million, or 9.0% was
subject to variable interest rates (including $6hiion on which we had a reverse interest ratagwThis variable rate debt had a weighted
average interest rate of approximately 6.6% peuanrncreases in interest rates on this varialiledabt would increase our interest expense,
which could harm our cash flow and our ability tyistributions. For example, if market ratesraérest on this variable rate debt increased
by 100 basis points, the increase in interest esgo@ould decrease future earnings and cash floveppgoximately $0.9 million annually.

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

In certain cases we may seek to manage our exptsurierest rate volatility by using interest raeging arrangements. Hedging
involves risks, such as the risk that the countéypaay fail to honor its obligations under an agament. Failure to hedge effectively against
interest rate changes may adversely affect ounéitad condition, results of operations and abildymake distributions to our stockholders.
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Risks Related to Qualification and Operation as a BIT

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

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

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

The maximum U.S. federal income tax rate for dinide paid by domestic corporations to individual st®ckholders is 15% (through
2008). Dividends paid by REITs, however, are gdhermt eligible for the reduced rates. The moreofable rates applicable to regular
corporate dividends could cause stockholders wldralividuals to perceive investments in REITs ¢éarblatively less attractive than
investments in the stocks of non-REIT corporatithrad pay dividends, which could adversely affeet\thlue of the stock of REITs, including
our securities.

In addition, the relative attractiveness of readtesin general may be adversely affected by therédble tax treatment given to corporate
dividends, which could negatively affect the vatdeur properties.

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

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

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

Our charter provides that our board of directory meaoke or otherwise terminate our REIT electisithout the approval of our
stockholders, if it determines that it is no longeour best interests to continue to qualify &HT. If we cease to qualify as a REIT, we wc
become subject to U.S. federal income tax on owttie income and would no longer be required ttridiste most of our net taxable income
our stockholders, which may have adverse consegsamtthe total return to our stockholders.

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

We operate in a manner that allows us to qualifg BREIT for U.S. federal income tax purposes utidernternal Revenue Code. If we
fail to qualify as a REIT or lose our qualificatias a REIT at any
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time, we will face serious tax consequences thatidveubstantially reduce the funds available fatritiution for each of the years involved
because:

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

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

* unless we are entitled to relief under applicabd¢usory provisions, we could not elect to be taasdh REIT for four taxable years
following a year during which we were disqualified.

In addition, if we fail to qualify as a REIT, we Mot be required to make distributions to stodkleos, and all distributions to stockholders
will be subject to tax as regular corporate divideto the extent of our current and accumulatexilegs and profits. This means that our U.S.
individual stockholders would be taxed on our dérids at capital gains rates, and our U.S. corpstatkholders would be entitled to the
dividends received deduction with respect to suellends, subject, in each case, to applicabletditivins under the Internal Revenue Code
a result of all these factors, our failure to diyadis a REIT also could impair our ability to exdasur business and raise capital, and could
adversely affect the value of our securities.

Qualification as a REIT involves the applicationhadhly technical and complex Internal Revenue Coarisions for which there are
only limited judicial and administrative interprétans. The complexity of these provisions and &f éipplicable Treasury regulations that have
been promulgated under the Internal Revenue Cogie&er in the case of a REIT that, like us, hdklassets through a partnership. The
determination of various factual matters and cirstamces not entirely within our control may affeat ability to qualify as a REIT. In order to
qualify as a REIT, we must satisfy a number of mequents, including requirements regarding the casitfpn of our assets and sources of our
gross income. Our ability to satisfy the assestdspends upon our analysis of the fair marketevaftour assets, some of which are not
susceptible to precise determination, and for whiehwill not obtain independent appraisals. Alse,must make distributions to stockholders
aggregating annually at least 90% of our net taxatiiome, excluding capital gains. In additionjségion, new regulations, administrative
interpretations or court decisions may adversdiycabur investors, our ability to qualify as a RHor U.S. federal income tax purposes or the
desirability of an investment in a REIT relativediter investments.

We will pay some taxes.

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

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

Iltem 1B. Unresolved Staff Comments

None.

Item 2. Properties

As of December 31, 2006, we owned or had ownerisit@pests in 567 seltorage properties located in 32 states and Watsmnp.C. Of
these properties, 219 are whotiyned and 348 are held in joint ventures. In addjtive managed an additional 74 properties forchiaees o
third parties bringing the total numbers of projartvhich we own and/or manage to 641. We receivamagement fee equal to approxima
6% of gross revenues to manage the joint venthirgl party and franchise sites. As of December2806, we owned or had ownership interest
in approximately 41 million square feet of spacefigured in approximately 380,000 separate storages. Approximately 70% of our
properties are clustered around the larger popuatenters, such as Atlanta, Baltimore/Washingbo@,, Boston, Chicago, Dallas, Las Vegas,
Los Angeles, Miami, New York City, Orlando, Phildgdleia, Phoenix, St. Petersburg/Tampa and San FRemcrhese markets contain above-
average population and income demographics forsefastorage properties. The clustering of assets arthagk population centers enable
to reduce our operating costs through economiesale. The Storage USA acquisition has given us@eased scale in many core markets as
well as a foothold in many markets where we hagnmewious presence.

We consider a property to be in the leapestage after it has been issued a certificateafipancy, but before it has achieved stabiliza
We consider a property to be stabilized once itdw@seved either an 80% occupancy rate or has dygem for three years.

As of December 31, 2006, greater than 100,000 tenveere leasing storage units at our 219 wholly-@avproperties, primarily on a
month-to-month basis, providing the flexibility fmcrease rental rates over time as market condit@mmit. Although leases are short-term in
duration, the typical tenant tends to remain atpgroperties for an extended period of time. Fopprties that were stabilized as of
December 31, 2006, the median length of stay wpsapnately eleven months.

Our property portfolio is a made up of differenpég of construction and building configurationseteging on the site and the
municipality where it is located. Most often sitag what we consider “hybrid” facilities, a mixlodth drive-up buildings and multi-floor
buildings. We have a number of multi-floor buildingith elevator access only, and a number of taslifeaturing ground-floor access only.

The following table sets forth additional inform@tiregarding the occupancy of our stabilized progeon a state-by-state basis as of
December 31, 2006 and 2005. The information asemfenber 31, 2005 is on a pro forma basis as thallgiie properties owned at
December 31, 2006 were under our control as of bbee 31, 2005.
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Stabilized Property Data Based on Locatiot

Company Pro forma Company Pro forma Company Pro forma

Square Foot Square Foot
Number of Number of Net Rentable Net Rentable  Occupancy % Occupancy %
Units as of Units as of Square Feetas  Square Feet as

Number of December 31, December 31, of December 31, of December 31, December 31, December 31,

Location Properties 2006(1) 2005 2006(2) 2005 2006 2005
Wholly-Owned Properties
Arizona 3 1,691 1,674 224,43¢ 218,10¢ 91.9% 97.2%
California 30 19,65¢ 19,70¢ 2,136,86¢ 2,134,58: 86.9% 86.2%
Colorado 5 2,39¢ 2,40¢ 301,591 301,581 85.9% 82.1%
Florida 25 16,84( 16,64< 1,789,67" 1,776,18¢ 84.9% 92.7%
Georgia 9 5,004 5,012 649,75¢ 645,86¢ 87.4% 85.7%
lllinois 3 2,12¢ 2,144 195,32« 197,197 84.3% 77.2%
Kansas 1 502 504 49,94( 50,22¢ 89.4% 79.4%
Kentucky 3 1,57¢ 1,567 194,351 194,34( 83.1% 88.0%
Louisiana 2 1,415 1,411 147,99( 147,90( 92.6% 97.4%
Maryland 6 5,43C 5,47¢ 573,151 583,504 83.5% 81.6%
Massachuseti 22 12,091 12,01« 1,316,37: 1,271,91¢ 82.6% 83.6%
Michigan 2 1,04€ 1,042 134,72: 134,917 80.5% 74.2%
Missouri 3 1,34¢ 1,34C 169,067 167,487 83.2% 75.9%
Nevada 1 464 462 56,80( 56,50C 72.4% 95.2%
New Hampshir¢ 2 1,00€ 1,01E 125,60¢ 117,26¢ 81.6% 78.8%
New Jerse) 20 16,36¢€ 16,36¢ 1,596,99! 1,592,35: 85.2% 83.9%
New York 6 6,058 6,054 388,07« 391,067 79.7% 80.9%
Ohio 4 2,04z 2,07C 275,291 276,67( 83.2% 79.3%
Oregon 1 767 764 103,61( 103,69( 86.6% 84.4%
Pennsylvanii 8 6,134 6,058 641,922 627,97¢ 82.9% 77.3%
Rhode Islanc 1 730 726 75,241 75,83¢ 85.5% 89.2%
South Caroling 4 2,06¢ 2,082 245,73¢ 246,81¢ 89.0% 89.5%
Tennesse 5 3,14¢ 3,12¢ 409,567 407,94z 87.6% 87.7%
Texas 19 11,962 11,95¢ 1,343,04: 1,326,63" 84.3% 83.6%
Utah 3 1,531 1,528 210,35( 210,00( 91.3% 88.5%
Virginia 2 1,21¢ 1,22C 125,45¢ 126,094 84.1% 84.9%
Washington _3 2,03C 2,02C 244,59t 242 52¢ 93.9% 83.2%
Total Wholly-Owned Stabilized 193 126,63¢ 126,38¢ 13,725,53 13,625,17: 85.2% 85.2%
Properties Held in Joint-

Ventures
Alabama 4 2,32¢ 2,317 281,78¢ 282,33( 83.6% 82.4%
Arizona 12 7,46k 7,42€ 805,981 806,39z 92.0% 91.9%
California 72 51,864 52,11¢ 5,315,47¢ 5,332,17" 86.6% 87.1%
Colorado 3 1,90¢ 1,90€ 215,91: 216,057 81.3% 79.1%
Connecticu 9 6,50¢ 6,53C 750,98¢ 755,15¢ 78.0% 74.3%
Delaware 1 589 589 71,65¢ 71,65¢ 87.5% 85.6%
Florida 24 20,3417 20,39¢ 2,081,55¢ 2,059,56: 85.0% 88.9%
Georgia 3 1,91¢ 1,91¢€ 251,51( 251,772 78.5% 77.5%
lllinois 5 3,35¢€ 3,32¢ 360,931 363,431 75.6% 70.8%
Indiana 9 3,73¢ 3,73¢ 498,27¢ 470,291 80.6% 81.0%
Kansas 3 1,214 1,20€ 164,20( 164,35( 85.0% 78.9%
Kentucky 4 2,27€ 2,254 268,33¢ 266,371 82.6% 78.3%
Maryland 14 10,92: 10,931 1,076,93:. 1,077,18: 82.8% 81.3%
Massachuseti 17 9,23¢ 9,281 1,050,21! 1,053,17: 81.1% 78.5%
Michigan 10 5,957 5,957 783,03: 786,081 78.0% 73.9%
Missouri 5 2,763 2,75E 324,13( 323,76¢ 81.2% 79.7%
Nevada 7 4,642 4,627 620,69¢ 622,931 88.4% 88.5%
New Hampshire 3 1,32¢ 1,33C 137,75¢ 138,77¢ 83.6% 86.0%
New Jerse) 18 13,15¢ 13,127 1,387,61: 1,307,31¢ 85.8% 85.3%
New Mexico 9 4,72¢ 4,473 529,41« 517,481 83.9% 86.2%
New York 21 23,52: 23,594 1,741,15( 1,737,87¢ 83.6% 80.8%
Ohio 12 5,57C 5,58¢€ 825,81 829,47¢ 85.1% 76.4%
Oregon 2 1,28¢ 1,27¢ 137,14( 136,40( 92.5% 87.0%
Pennsylvani: 10 6,828 6,814 732,97( 728,83( 83.3% 78.7%
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Rhode Islanc 1 611 611 73,90¢ 74,00¢ 69.2% 58.4%

Tennesse 23 12,194 12,18C 1,585,45! 1,588,07¢ 85.2% 82.2%
Texas 19 12,67(C 12,64¢ 1,603,93¢ 1,600,43: 76.9% 76.2%
Utah 1 520 519 59,40( 59,40C 89.4% 78.8%
Virginia 15 10,387 10,35¢ 1,106,64¢ 1,107,68: 80.9% 80.1%
Washingtor 1 551 551 62,73( 62,73C 82.2% 92.7%
Washington, D.C. _1 1,53€ 1,53€ 101,99( 105,592 86.6% 78.3%
Total Stabilized Joint-Ventures 338 231,91( 231,89« 25,007,53! 24,896,78: 83.8% 82.6%
Properties Managed
California 3 2,17€ 2,17¢ 275,91( 271,53( 81.1% 81.9%
Colorado 1 513 520 56,24 56,24C 82.9% 87.3%
Florida 3 1,43¢ 1,442 133,86( 134,70z 90.1% 90.3%
lllinois 1 763 762 108,59( 108,69( 85.8% 83.2%
Maryland 6 3,93C 3,93¢ 432,174 431,03¢ 84.3% 83.8%
Nevada 3 3,387 3,332 257,53: 252,652 83.6% 83.3%
New Jerse) 2 1,09z 1,07¢ 131,49: 131,092 87.3% 88.5%
New Mexico 2 1,58E 1,587 171,55¢ 170,95t 89.2% 95.1%
New York 2 1,792 1,701 122,83t 112,37¢ 73.9% 84.1%
Pennsylvanit 1 440 441 61,23t 61,41C 78.8% 74.4%
Tennesse 3 1,27¢ 1,277 196,61¢ 192,24( 86.0% 81.9%
Texas 1 586 586 66,601 64,441 87.6% 90.4%
Utah 2 1,162 1,16C 183,72( 180,13( 96.3% 88.2%
Virginia 2 1,43¢ 1,43C 136,731 146,457 76.8% 67.8%
Washington, D.C. _2 1,25€ 1,25€ 111,80¢ 111,84¢ 82.5% 79.1%
Total Stabilized Managed

Properties _34 22,83: 22,691 2,446,90¢ 2,425,79¢ 84.7% 83.9%
Total Stabilized 565

381,381 380,971 41,179,97! 40,947,75- 84.3% 83.5%

(1) Represents unit count as of December 31, 2006 hwhay differ from December 31, 2005 unit count uenit conversions or
expansions.

(2) Represents net rentable square feet as of DeceBih@006, which may differ from December 31, 2085-@ntable square feet due to
unit conversions or expansions.
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The following table sets forth additional inforn@tiregarding the occupancy of our lease-up pragedn a state-by-state basis as of
December 31, 2006 and 2005. The information asemfeinber 31, 2005 is on a pro forma basis as thalligiiie properties owned at
December 31, 2006 were under our control as of bbee 31, 2005.

Lease-up Property Data Based on Location

Company Pro forma Company Pro forma Company Pro forma
Square Foot
Number of Number of Net Rentable Net Rentable Square Foot  Occupancy %
Units as of Units as of Square Feetas  Square Feetas Occupancy %
Number of December 31, December 31, of December 31, of December 31, December 31,
December 31,
Location Properties 2006(1) 2005 2006(2) 2005 2006 2005
Wholly-Owned Properties
Arizona 1 599 — 67,37¢ — 55.8% 0.0%
California 4 2,83C 2,16€ 346,45¢ 226,68¢ 68.6% 63.5%
Colorado 1 360 368 58,92¢ 60,441 71.8% 47.8%
Connecticur 2 1,357 1,364 122,99( 123,46¢ 77.6% 62.5%
Florida 2 1,041 1,01C 129,89( 127,54( 81.6% 76.7%
lllinois 2 1,137 1,141 144,57( 144,96¢ 75.5% 65.8%
Massachuseti 6 4,29€ 3,32¢ 407,332 321,33¢ 58.8% 66.1%
Nevada 1 776 796 74,13% 75,38¢ 93.0% 77.0%
New Jerse) 3 2,487 2,411 237,87¢ 222,98t 79.5% 76.9%
New York 1 903 912 67,36( 68,92( 80.3% 69.2%
Pennsylvanii 1 424 425 47,16( 47,68( 65.3% 53.0%
Virginia 1 728 727 75,451 75,70C 81.2% 70.9%
Washington 1 527 539 61,25C 61,25C 83.5% 53.0%
Total Wholly -Owned Least-
up 26 17,465 15,187 1,840,77: 1,556,35: 71.9% 67.1%
Properties Held in Joint-
Ventures
lllinois 2 1,627 689 146,38¢ 74,34% 54.1% 55.7%
Maryland 1 957 — 73,64 — 25.1% 0.0%
New Jerse) 8 2,554 2,55C 266,15¢ 266,07( 80.9% 72.0%
New Mexico 1 508 530 65,904 58,71< 92.5% 58.1%
New York 1 620 621 64,558 64,565 86.4% 66.0%
Pennsylvani: 1 764 776 76,772 76,57¢ 82.9% 62.3%
Virginia 1 878 878 84,38: 85,02¢ 61.2% A7.7%
Total Lease-up Joint
Ventures 10 7,90€ 6,044 777,80z 625,297 70.1% 63.6%
Managed Properties
California 13 8,593 6,457 871,34¢ 654,02 70.8% 64.1%
Connecticu! 1 696 696 55,26( 55,05¢ 59.0% 43.3%
Florida 4 2,197 2,184 182,90: 183,44: 76.8% 56.0%
Georgia 5 2,507 2,70C 300,38¢ 300,35¢ 76.4% 45.7%
Illinois 2 1,574 1,571 190,50¢ 193,62z 59.1% 40.6%
Indiana 1 589 604 68,69( 68,74( 64.9% 29.0%
Massachuseti 5 4,454 2,46C 373,13¢ 211,06¢ 55.5% 51.3%
Maryland 8 2,031 2,008 194,381 194,81( 83.2% 64.6%
New York 1 1,57¢ 1,58C 116,26( 117,911 72.6% 52.9%
Rhode Islanc 1 504 — 55,99t — 29.1% 0.0%
Texas 3 1,72¢ 1,681 193,53¢ 185,747 82.1% 67.2%
Vriginia 1 682 664 74,85( 74,82 75.3% 59.4%
Total Managed Lease-up 40 27,13t 22,60( 2,677,25¢ 2,239,59( 69.5% 55.7%
Total Lease-up Properties 76 52,50¢ 43,831 5,295,82¢ 4,421,24: 70.4% 60.8%

(1) Represents unit count as of December 31, 2006 hwhay differ from December 31, 2005 unit count ugnit conversions or
expansions.
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(2) Represents net rentable square feet as of DeceBih@006, which may differ from December 31, 2085-@ntable square feet due to
unit conversions or expansions.

ltem 3. Legal Proceedings

We are involved in various litigation and legal peedings in the ordinary course of business. Waatra party to any material litigation
or legal proceedings, or to the best of our knogiediny threatened litigation or legal proceedingih, in the opinion of management, will
have a material adverse effect on our financiatld@n or results of operations either individuadlyin the aggregate.

ltem 4. Submission of Matters to a Vote of Security Holders
There were no matters submitted to a vote of ocurity holders during the fourth quarter ended Deloer 31, 2006.
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PART II
Item 5. Market for Registrant’s Common Equity, Related Stokholder Matters and Issuer Purchases of Equity Seatties
Market Information

Our common stock has been traded on the New YargkStxchange (“NYSE”) under the symbol “EXR” sinoer IPO on August 17,
2004. Prior to that time there was no public mafaebur common stock.

The following table sets forth, for the periodsigaded, the high and low bid price for our commtock as reported by the NYSE and the
per share dividends declared:

Range Dividends

Year Quarter High Low Declared
2005 1st $14.3C $12.55 $0.227¢
2nd 14.7¢ 12.1¢ 0.227%

3rd 16.71 14.32 0.227%

4th 15.9C 13.0C 0.227&

2006 1st 17.22 14.2¢ 0.227%
2nd 17.2C 14.4C 0.227%

3rd 18.24 15.5C 0.2275

4th 19.0C 16.9¢€ 0.227&

On February 15, 2007, the closing price of our camrstock as reported by the NYSE was $19.84. Atlely 15, 2007, we had 186
holders of record of our common stock.

Holders of shares of common stock are entitlec¢eive distributions when declared by our boardictors out of any assets legally
available for that purpose. As a REIT, we are neguito distribute at least 90% of our “REIT taxaloleome,” which is generally equivalent to
our net taxable ordinary income, determined withegtrd to the deduction for dividends paid, to stockholders annually in order to maint
our REIT qualification for U.S. federal income tanrposes.
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Item 6. Selected Financial Date

The following table sets forth the selected finahdiata and should be read in conjunction withRimancial Statements and notes thereto

included in Item 8, “Financial Statements and Sep@ntary Data” and Item 7, “ManagemseriDiscussion and Analysis of Financial Condi
and Results of Operations” in this Form 10-K. Ddlan thousands, except share and per share data.

Company Predeccesso
For the Year Ended December 31
2006 2005 2004 2003 2002

Revenues:

Property rental $ 170,99 $ 12064( $ 62,65¢ $ 33,054 $ 28,811

Fees and other income 26,271 14,08¢ 3,064 2,762 2,747

Total revenues 197,264 134,72¢ 65,72( 35,81€ 31,55¢

Expenses:

Property operations 62,24: 45,962 26,06€ 14,85¢ 11,64C

Tenant insurance 2,328 1,023 — — —

Unrecovered development and acquisition costs 269 302 739 4,937 1,938

General and administrative 35,60C 24,081 12,46¢ 8,297 5,916

Depreciation and amortization 37,172 31,00% 15,552 6,805 5,652

Total expenses 137,612 102,37< 54,822 34,897 25,14€

Income before interest, loss on debt extinguishmeninority

interests, equity in earnings of real estate vestand gain on

sale of real estate assets 59,652 32,354 10,89¢ 919 6,412
Interest expense (50,959) (42,549 (28,497) (18,74¢€) (13,8949
Interest income 2,469 1,625 251 445 828
Loss on debt extinguishments — — (3,5293) — —
Minority interests (985) 434 (733) (2,701) (3,859
Equity in earnings of real estate ventures 4,693 3,170 1,387 1,465 971
Net income (loss) before gain on sale of real estaset 14,87€ (4,966) (20,211) (18,61¢) (9,542)
Gain on sale of real estate assets — — 1,749 672 —
Net income (loss) 14,87¢€ (4,966) (18,462) (17,94€) (9,542)
Preferred return on Class B, C, and E units — — (5,758) (5,336) (4,525)
Loss on early redemption of Fidelity minority ingst — — (1,478) — —
Net income (loss) attributable to common stockholde $ 14,87¢ $ (4,966) $ (25,69¢) $ (23,282 $ (14,067)

Net income (loss) per common share

Basic $ 027 $ (0.14) $ 168 $ (562 $ (3.84)

Diluted $ 027 $ 0.14) $ (1.68) $ (5.62) $ (3.84)
Weighted average number of shares

Basic 54,998,93! 35,481,53¢ 15,282,72¢  4,141,95¢ 3,665,74:

Diluted 59,291,74¢ 35,481,53¢ 15,282,72!  4,141,95¢ 3,665,74:
Cash dividends paid per common share(1) $ 091 $ 091 $ 034 $ — 3 —
Balance Sheet Data
Total Assets $ 1,669,828 $ 1,420,190 $ 748,48 $ 383,751 $ 332,29(
Total notes payable, notes payable to trusts aedof credit 948,17¢ 866,78 472,971 273,80¢ 231,02t
Minority interests 35,15¢ 36,23¢ 21,45¢% 22,39C 22,265
Redeemable units and members’ and stockholderstyequ $ 64355 $ 480,12¢ $ 243607 $ 21,701 $ 27,51¢€
Other Data
Net cash provided by (used in) operating activi $ 74,52C $ 14,771  $ (6,158) $ (8,52¢) $ 1,612
Net cash used in investing activiti $ (239,779 $ (614,839 $ (261,299 $ (59,20€) $ (69,249
Net cash provided by financing activiti $ 207,406 $ 604,387 $ 280,03¢ $ 73,017 $ 66,862

@
@

2004 dividend based on annual dividend of $0.91cpermon share

The basic income (loss) per share for the yearecia:cember 31, 2006, 2005, 2004, 2003, and 2@D@addiinclude the potential effects of the contimgeonversion shares and
contingent conversion units, both distributed immection with the initial public offering, as susbcurities would not have participated in earniiogghese periods. These securities
will not participate in distributions until theyeconverted. No CCSs or CCUs had been convertetiscember 31, 2006.
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Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

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

Overview

We are a fully integrated, self-administered arlirs@anaged real estate investment trust, or RE9ImMEd to continue the business
commenced in 1977 by our predecessor companiesnipaperate, acquire, develop and redevelop priofesty managed self-storage
properties. Since 1996, our fully integrated depaient and acquisition teams have completed thdafwent or acquisition of more than 600
self-storage properties.

In July 2005, we, along with joint-venture partieudential Real Estate Investors (“PREI"), acquisédrage USA (“SUSA”) from GE
Commercial Finance for approximately $2.3 billioncash. The transaction made us the second largesitor of self-storage facilities in the
United States. At December 31, 2006, we owned oraged 641 properties in 32 states and Washingt@h, As of December 31, 2006, 21¢
our properties were wholly-owned, we held joint twga interests in 348 properties, and our taxall€TRsubsidiary, Extra Space
Management, Inc., operated an additional 74 pragzetihat are owned by franchisees or third pamiexchange for a management fee. The
properties that we own or in which we hold an owhgr interest contain approximately 41 million sguBeet of rentable space contained in
approximately 380,000 units and currently servastamer base of greater than 280,000 tenants.

Our properties are generally situated in conventgighly visible locations clustered around larggwplation centers such as Atlanta,
Baltimore/Washington, D.C., Boston, Chicago, Dallzss Vegas, Los Angeles, Miami, New York City, &rtlo, Philadelphia, Phoenix, St.
Petersburg/Tampa and San Francisco. These areag@llabove average population growth and incamel$. The clustering of our assets
around these population centers, which has infedsibllowing the SUSA acquisition, enables usdduce our operating costs through
economies of scale. We consider a property to lbleehease-up stage after it has been issuedifiozdet of occupancy, but before it has
achieved stabilization. A property is consideretiécstabilized once it has achieved an 80% occypate or has been open for three years.

The SUSA acquisition gave us a national platformaruwhich to leverage operational, advertising attiegioeconomic efficiencies. The
acquisition also created a built-in acquisitiongpipe through various joint-venture, franchise #mdd-party management partners from which
we have grown and can continue to grow in the &itWe also retained several key executives fronBth8A organization, as well as the
majority of its field operations team.

To maximize the performance of our properties, mpley a state-of-the-art, proprietary, web-basadking and yield management
technology called STORE. Developed by our managéteam, STORE enables us to analyze, set and adjusi rates in real time across our
portfolio in order to respond to changing marketditions. As part of the SUSA acquisition, we gaimecess to SUSA’s industry leading
revenue management team (“RevMan”), which mana@8iSs rental rate and discount strategies. We feltbat the combination of
STORE's yield management capabilities and the syatie processes developed by RevMan has allowéd mere proactively manage
revenue.
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We derive substantially all of our revenues fromtsaeceived from tenants under existing leasesett of our self-storage properties and
from management fees on the properties we manageiriv-venture partners, franchisees and unafétiathird parties. This management fee is
equal to approximately 6% of total revenues geeedrhy the managed properties.

We operate in competitive markets, often where goress have multiple self-storage properties fronctvibo choose. Competition has
impacted, and will continue to impact our propegsgults. We experience minor seasonal fluctuatiomecupancy levels, with occupancy
levels generally higher in the summer months duedeeased moving activity. Our operating resuhisrefore, depend materially on our abi
to lease available self-storage units, to activeynage unit rental rates, and on the ability oftenants to make required rental payments. We
believe that we are able to respond quickly anelogiffely to changes in local, regional and nati@@nomic conditions by adjusting rental
rates through the use of STORE, and through the@ie processes developed by RevMan.

We continue to evaluate and implement a range wfiniiatives and opportunities in order to enalreto maximize stockholder value.
Our strategies to maximize stockholder value inelud

« Maximize the performance of properties through stegic, efficient and proactive managementWe plan to pursue revenue
generating and expense minimizing opportunitiesunoperations. Our revenue management team vel semaximize revenue by
responding to changing market conditions throug®BIE’s ability to provide real-time, interactive tehrate and discount
management. Our size allows us greater ability tharmajority of our competitors to implement natig regional and local marketing
programs, which we believe will attract more custosrto our stores at a lower net cost.

» Focus on the acquisition of self-storage propertiftem strategic partners and third parties. Our acquisitions team will continue to
pursue the acquisition of single properties andirpubperty portfolios that we believe can provigteckholder value. Our July 2005
acquisition of Storage USA has bolstered our remrtas a reliable, ethical buyer, which we beliembances our ability to negotiate
and close non-brokered, private deals. In additbom,status as an umbrella partnership real estegstment trust enables flexibility
when structuring deals.

» Develop new self-storage propertiesWe have several joint venture and wholly-ownededopment properties and will continue to
develop new self-storage properties in our coreketar Our development pipeline through 2009 incéu2e projects. The majority of
the projects will be developed on a wholly-ownedibdy the Company.

« Expand the Company’s management businesdVe see the management business as a futuresicoupipeline and expect to pursue
strategic relationships with owners that shouldrggthen our acquisition pipeline through agreemehish give us first right of refusal
to purchase the managed property in the evenpotential sale. Twelve of our 2006 acquisitions edrom this channel.

During 2006 we acquired 25 wholly-owned propertiad minority equity interests in one additionalgedy. We completed the development
of eleven properties in our core markets and fapaasions of wholly-owned properties. Of the préipsrcompleted, three are wholly-owned,
two are owned by us in a joint venture, and theodix properties are owned by Extra Space Devedmpnan entity in which we do not have
any ownership interest, but which is owned by éemaembers of senior management. These joint verand third party development
properties provide us with a potential acquisitigmeline in the future. Four properties are scheddbr completion in 2007, three of which are
wholly-owned and one of which will be owned by nsijoint venture.
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our financial statements have been prepared inrdanoe with U.S. generally accepted accountingejpies. The preparation of these
financial statements requires us to make estimatdsassumptions that affect the reported amouass¥éts and liabilities at the date of the
financial statements and the reported amount afmees and expenses during the reporting periondmgoing basis, we evaluate our
estimates and assumptions, including those thaadtngur most critical accounting policies. We bageestimates and assumptions on
historical experience and on various other fadtoas we believe are reasonable under the circurstactual results may differ from these
estimates. We believe the following are our mosical accounting policies:

CONSOLIDATION:  We follow FASB Interpretation No. 46R, “Consdalitbn of Variable Interest Entities” (“FIN 46R"),hich
addresses the consolidation of variable interet#ien(“VIES”). Under FIN 46R, arrangements theg aot controlled through voting or similar
rights are accounted for as VIEs. An enterprigedglired to consolidate a VIE if it is the primdrgneficiary of the VIE.

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

Based on the provisions of FIN 46R, we have coreduthat under certain circumstances when we (8reénto option agreements for the
purchase of land or facilities from an entity ay g non-refundable deposit, or (ii) enter int@agements for the formation of joint ventures,
a VIE may be created under condition (ii) (b) grdEthe previous paragraph. For each VIE createdhave considered expected losses and
residual returns based on the probability of futtash flows as outlined in FIN 46R. If we are detieed to be the primary beneficiary of the
VIE, the assets, liabilities and operations of i are consolidated with our financial statements.

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

Expenditures for maintenance and repairs are ctiamgexpense as incurred. Major replacements atterbeents that improve or extend
the life of the asset are capitalized and deprediater their estimated useful lives. Depreciatiocomputed using the straight-line method
over the estimated useful lives of the buildingd anprovements, which are generally between five 3 years.

In connection with our acquisition of propertidse purchase price is allocated to the tangibleiatacigible assets and liabilities acquired
based on their estimated fair values. The valuaetangible assets, consisting of land and bigkliare determined as if vacant, that is, at
replacement cost. Intangible assets, which reptalervalue of existing tenant relationships, @®rded at their estimated fair values. We
measure the value of tenant relationships basediphistorical experience with turnover in our fiigs. We amortize to expense the tenant
relationships on a straight-line basis over theaye period that a tenant is expected to utilieeféleility (currently estimated to be 18 months).

Intangible lease rights represent purchase pricauats allocated to leases on two properties thataizbe classified as ground or build
leases. These rights are amortized to expensedlwwdfe of the leases.
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EVALUATION OF ASSET IMPAIRMENT: We evaluate long-lived assets which are heldiger for impairment when events or
circumstances indicate that there may be an impaitnif such events occur, we compare the carryaige of these long-lived assets to the
undiscounted future net operating cash flows attable to the assets. An impairment loss is recbiidde net carrying value of the asset
exceeds the undiscounted future net operatingftash attributable to the asset. The impairmens lesognized equals the excess of net
carrying value over the related fair value of teee.

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

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

Under the equity method, our investment in reatestentures is stated at cost and adjusted fostmre of net earnings or losses and
reduced by distributions. Equity in earnings of estate ventures is generally recognized baseslioownership interest in the earnings of
each of the unconsolidated real estate venturegshEqurposes of presentation in the statemecast flows, we follow the “look through”
approach for classification of distributions froaint ventures. Under this approach, distributioresraported under operating cash flow unless
the facts and circumstances of a specific distidloutlearly indicate that it is a return of capitalg., a liquidating dividend or distribution diet
proceeds from the joint venture’s sale of assetgjhich case it is reported as an investing agtivit

Our management assesses whether there are angtondithat the value of our investments in uncadated real estate ventures may be
impaired when events or circumstances indicatettteae may be an impairment. An investment is imgehif management’s estimate of the
fair value of the investment is less than its dagyalue. To the extent impairment has occurred,iais considered to be other than tempo
the loss is measured as the excess of the camyirogint of the investment over the fair value ofitheestment.

DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES: Statement of Financial Accounting Standards ASH No. 133,
“Accounting for Derivative Instruments and Hedgigtivities,” as amended and interpreted, estabfislfeeounting and reporting standards for
derivative instruments and hedging activities. &beounting for changes in the fair value of derixegt depends on the intended use of the
derivative and the resulting designation. Derivediused to hedge the exposure to changes in theafae of an asset, liability or firm
commitment attributable to a particular risk, aoasidered fair value hedges. Derivatives used tigé¢he exposure to variability in expected
future cash flows, or other types of forecasteddaations, are considered cash flow hedges.

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

CONVERSION OF OPERATING PARTNERSHIP UNITS:  Conversions of Operating Partnership units tarmon stock, when
converted under the original provisions of the agrent, are accounted for by reclassifying the Upihey net book value of the units from
minority interest to equity in accordance
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with Emerging Issues Task Force Issue No. 95-7plémentation Issues Related to the Treatment obMininterest in Certain Real Estate
Investment Trusts.”

REVENUE AND EXPENSE RECOGNITION: Rental revenues are recognized as earned bpsacamounts that are currently due
from tenants. Leases are generally on month-to-mi@ntns. Prepaid rents are recognized on a strighbasis over the term of the leases.
Promotional discounts are recognized as a reduttioental income over the promotional period. Lettarges, administrative fees,
merchandise sales and truck rentals are recogirizadome when earned. Management and franchiseefemue are recognized when earned.
Tenant insurance premiums are recognized as revamrahe period of insurance coverage. Developraedtacquisition fee revenue is
recognized as development costs are incurred. ¥enuéarnings of real estate entities is recognlzskd on our ownership interest in the
earnings of each of the unconsolidated real estatiges. Interest income is recognized as earned.

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

REAL ESTATE SALES: We evaluate real estate sales for both salggnédon and profit recognition in accordance witle {provisions
of SFAS No. 66, “Accounting for Sales of Real Estatn general, sales of real estate and relatefitpfosses are recognized when all
consideration has changed hands and risks anddswaownership have been transferred. Certairstgpeontinuing involvement preclude
sale treatment and related profit recognition; pthems of continuing involvement allow for saleognition but require deferral of profit
recognition.

INCOME TAXES: We have elected to be treated as a REIT und#io@e 856 through 860 of the Internal Revenue Ctderder to
maintain our qualification as a REIT, among otténds, we are required to distribute at least 99%uo REIT taxable income to our
stockholders and meet certain tests regardingahae of our income and assets. As a REIT, we arsubject to federal income tax with
respect to that portion of our income which meetsain criteria and is distributed annually to stockholders. We plan to continue to operate
so that we meet the requirements for taxationREI&. Many of these requirements, however, arelitgthnical and complex. If we were to
fail to meet these requirements, we would be salbjefederal income tax. We are subject to cerstate and local taxes. Provision for such
taxes has been included in property operating esgeeim our consolidated statement of operations.

We have elected to treat one of our corporate digrgs as a taxable REIT subsidiary (“TRS”). Imggal, our TRS may perform
additional services for tenants and generally ngage in any real estate or non-real estate relatsithess (except for the operation or
management of health care facilities or lodginglitées or the provision to any person, under aétaise, license or otherwise, of rights to any
brand name under which any lodging facility or tieahre facility is operated). A TRS is subjecttwporate federal income tax.

STOCK-BASED COMPENSATION: Effective January 1, 2006, we adopted SFAS I28.(tevised 2004), “Share-Based
Payment,” (“SFAS 123R”"), which requires the meamsart and recognition of compensation expense fehake-based payment awards to
employees and directors based on estimated faiesaSFAS 123R supersedes SFAS No. 123, “Accoufaingtock-Based Compensation”
and Accounting Principles Board Opinion No. 25, taanting for Stock Issued to Employees” (“APB 28Ne adopted SFAS 123R using the
modified prospective application method of adoptidrich requires us to record compensation costegle non-vested stock awards as of
December 31, 2005 by recognizing the unamortizedtgitate fair value of these awards over their neimg service period with no change in
historical reported earnings. Awards granted december 31, 2005 are valued at fair value in at@mre with provisions of SFAS 123R and
recognized on a straight line basis over the sepériods of each award.
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RESULTS OF OPERATIONS
Comparison of the Year Ended December 31, 2006 theé Year Ended December 31, 2005
Overview

Results for the year ended December 31, 2006 irditize operations of 567 properties (219 of whielherconsolidated and 348 of which
were in joint ventures accounted for using the gguiethod) compared to the results for the yeaedridecember 31, 2005, which included
operations of 546 properties (192 of which weresotidated and 354 of which were in joint venturesacanted for using the equity method).
Results for both periods also included equity imagys of real estate ventures, third-party managerand franchise fees, acquisition fees and
development fees.

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

Year ended December 31

2006 2005 $ Change % Change
Revenues:

Property renta $170,99: $120,64( $50,35: 41.7%
Management and franchise fe 20,88: 10,65(C 10,23¢ 96.1%
Tenant insuranc 4,31¢€ 1,882 2,436 129.4%
Acquisition and development fe 272 992 (720) (72.6)%
Other income 798 564 234 41.5%
Total revenues $197,26¢ $134,72¢ $62,53¢ 46.4%

Property Rental— The increase in property rental revenues consisg8@481 associated with the acquisition of 61 kyhowned
properties in conjunction with the SUSA acquisitioruly 2005, $12,170 associated with other adiiis, and $1,922 from increases in
occupancy at lease-up properties. The remaindiseahcrease was due to increases in rental ratag atabilized properties.

Management and Franchise Fees-Our taxable REIT subsidiary, Extra Space Managenieot, manages properties owned by our joint
venture franchisees and third parties. Managenasst denerally represent 6.0% of cash collected fnaperties owned by third party
franchisees and unconsolidated joint ventures.iitrease in management fees is due mainly to fesscated with the SUSA acquisition
which occurred in July 2005. Through this acquisitive obtained equity interests in joint venturdscly owned over 330 properties. We
obtained management contracts for these new jeintuve properties, and also obtained over 50 ned party and franchise management
contracts in conjunction with the SUSA acquisition.

Tenant Insurance—Tenant insurance revenue relates to a new tensuntsince program adopted in July 2005. This prograsistarted
in conjunction with the SUSA acquisition to replé&®EgSA’s tenant insurance program. Insurance regeateshigher in 2006 as the program
was in place for a full year in 2006 compared fmadial year in 2005.

Acquisition and Development Fees—Fhe decrease in acquisition and development feenteywas due to the decreased volume of
development relating to joint ventures in 2006 canepl to prior years.
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Expenses
The following table sets forth information on expes for the years indicated:

Year ended December 31

2006 2005 $ Change % Change
Expenses:

Property operation $ 62,247 $ 4596 $16,28( 35.4%
Tenant insuranc 2,32¢ 1,025 1,305 127.€%
Unrecovered development and acquisition ¢ 269 302 (33) (10.9%
General and administratiy 35,60( 24,081 11,51¢ 47.8%
Depreciation and amortization 37,17z 31,00¢ 6,167 19.9%
Total expenses $137,61: $102,37¢ $35,23¢ 34.4%

Property Operations— The increase in property operations expense in 8@@primarily due to increases of $10,560 assediaith the
SUSA acquisition in July 2005 and $4,664 relateth®25 properties acquired throughout 2006 andrgitoperties acquired in 2005. There
were also increases in expenses of $1,056 atmxigtoperties primarily due to increases in usitirepairs and maintenance and property
taxes.

Tenant Insurance—Tenantinsurance expense for 2006 relates to a new témsumtance program adopted in July 2005. This progses
started in conjunction with the SUSA acquisitiorréplace SUS/AS tenant insurance program. Tenant insurance egpgsggher in 2006 as t
tenant insurance program was in place for a fudryie 2006, compared to a partial year in 2005.

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

Depreciation and Amortization— The increase in depreciation and amortization expéna result of additional properties acquirednfr
the SUSA acquisition and other acquisitions congaléhroughout 2005 and 2006.

Other Income and Expenses
The following table sets forth information on otliecome and expenses for the years indicated:

Year ended December 31

2006 2005 $ Change % Change

Interest expens $(50,957) $(42,549 $(8,409 19.8%
Interest incom: 2,469 1,625 844 51.%
Minority interes—Operating Partnersh (985) 434 (1,419 (327.00%
Equity in earnings of real estate ventu 4,693 3,170 1,52t 48.C%
Total other expense $(44,77¢ $(37,320 $(7,456) 20.C%

Interest Expense—Theincrease in interest expense for the year endedreer 31, 2006 was due primarily to $9,469 of Bgeexpens
on the mortgage loans on the 61 properties acquirednnection with the SUSA acquisition. The irage was offset by lower interest costs on
corporate borrowings and existing property debpitatized interest during the years ended DecerBbheP006 and 2005 was $3,232 and $459,
respectively.

Interest Income— Interest income earned in 2006 was mainly the teduhe interest earned on the gross proceed2@8,875 received
from the sale of stock. The interest income eamné&05 was
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primarily earned on the notes receivable that wbtained as part of the SUSA acquisition. Thesesiaeceivable were paid down to $0 as of
December 31, 2006.

Minority Interest—Operating Partnership— Income allocated to the Operating Partnership s 6.21% of the net income for the
year ended December 31, 2006. The amount allotatexhority interest was higher than in the prieay due mainly to the fact that t
Company recorded net income in 2006, and recorest bss in 2005.

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

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

In the Results of Operations discussion below, Wecampare the results of our operations for tearyended December 31, 2005 with
historical results of operations for the Predecegsahe period from January 1, 2004 through Audués 2004 and with our historical results
operations for the period from August 17, 2004 tigto December 31, 2004. Comparisons to any priaogeiare to the historical results of the
operations of the Predecessor.

Overview

Results for the year ended December 31, 2005 ieditite operations of 546 properties (192 of whieheiconsolidated and 354 of which
were in joint ventures accounted for using the gguiethod) compared to the results for the yeaedridecember 31, 2004, which included
operations of 147 properties, seven of which weedsolidated during 2004 (128 of which were cadatéd and 19 of which were in joint
ventures accounted for using the equity methodduRefor the year ended December 31, 2004 indlneleesults of six properties in which we
did not own any interest and one where we soldaat venture interest in 2004. These six propertiere consolidated as a result of
guarantees and/or puts for which we were liablee I6ff the six properties were deconsolidated onustid6, 2004 upon the release of all
guarantees and puts, and the other property wasdelidated on December 31, 2004. Results for pettods also included equity in earnings
of real estate ventures, third-party managementramghise fees, acquisition fees and developmest. f

Revenues

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

Year Ended

December 31
2005 2004 $ Change % Change
Property rental $120,64( $62,65¢ $57,98¢ 92.5%
Management and franchise fe 10,65( 1,651 8,999 545.1%
Tenant insuranc 1,882 — 1,882 100.C%
Acquisition and development fe 992 1,200 (208) (17.9%
Other income 564 213 351 164.£%
Total revenues $134,72¢  $65,72C $69,00¢ 105.(%

Property Rental— The increase in property rental revenues consist24,703 associated with the acquisition of 61 Myhowned
properties in conjunction with the SUSA acquisitionuly 2005, $23,827 associated with other adipis, $6,953 from the buyout of certain
joint venture interests previously accounted fangishe equity method of accounting, and $2,88@fincreases in occupancy at le-up
properties. These increases were offset by a deeia5379 due primarily to the deconsolidatiocertain properties in 2004.
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Management and Franchise Fe«—— Our taxable REIT subsidiary, Extra Space Managenteat, manages properties owned by our joint
ventures and third parties. Management fees gdneegresent 6.0% of cash collected from propexiesed by third parties and
unconsolidated joint ventures. The increase in mament fees is due mainly to new fees associatidthhé SUSA acquisition which occurred
in July 2005. Through this acquisition we obtaieegdity interests in joint ventures which own a totfa336 properties. We obtained
management contracts for these new joint ventuwspgsties, and also obtained over 50 new third pamtyfranchise management contracts in
conjunction with the SUSA acquisition.

Tenant Insurance—Tenant insurance revenue relates to a new tensuntaince program adopted in 2005. This program teated in
conjunction with the SUSA acquisition to replaceSks tenant insurance program.

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

Other Income— Other income represents primarily income from treemktals. The increase in other income is assatiaith the SUSA
acquisition and other acquisitions made in 2005.
Expenses

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

Year Ended

December 31
2005 2004 $ Change % Change
Property operations $ 45,96 $26,066 $19,897 76.3%
Tenant insuranc 1,02z — 1,023 100.(%
Unrecovered development and acquisition ¢ 302 739 (437)  (59.1)%
General and administrati\ 24,081 12,46E 11,61€ 93.2%
Depreciation and amortization 31,00t 15,552 15,455 99.4%
Total expense $102,37¢ $54,82: $47,55: 86.7%

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

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

Unrecovered Development and Acquisition Costs-dnrecovered development costs for 2005 decreased wtmpared to 2004 due to
lower level of development activity.

General and Administrative— The significant increase in general and administagxpenses during the year ended December 35, 200
was due mainly to the increased costs associatidivd management of the additional propertieshihae been added through acquisitions
new joint venture arrangements entered into du2b@b. We incurred approximately $1,500 of additlayeneral and administrative
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expenses during 2005 relating to the integratiomefSUSA properties and administrative systems$&0d of amortization of deferred
compensation expense related to stock grants.

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

Other Income and Expenses

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

Year ended

December 31
2005 2004 $ Change % Change
Interest expens $(42,54¢) $(28,491) $(14,05¢) 49.3%
Interest incom: 1,625 251 1,374 547.4%
Loss on debt extinguishmer — (3,523) 3,523 (100.0%
Minority interes—Fidelity preferred retur — (3,136) 3,136 (100.0%
Minority interes—QOperating Partnersh 434 113 321 284.1%
Loss allocated to other minority intere — 2,290 (2,290) (100.0%
Equity in earnings of real estate ventu 3,170 1,387 1,783 128.€%
Gain on sale of real estate as: — 1,749 (1,749)  (100.0%
Total other expense $(37,320 $(29,360) $ (7,960 27.1%

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

Interest Income—The significant increase in interest income foryhar ended December 31, 2005 when compared frithreyear was
mainly the result of the interest earned on the 837 of notes receivable that we acquired in cotimeevith the SUSA acquisition. These nc
receivable were paid down to $12,109 by Decembge@Q5.

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

Minority Interest—Operating Partnership— Loss allocated to the Operating Partnership reptes204% of the net loss for the year
ended December 31, 2005. The amount allocatedrority interest was higher than in the prior yeae dnainly to the fact that the Operating
Partnership was in place for a full year in 20GBnpared to only the period subsequent to the IPZD0#.

Loss Allocated to Other Minority Interests— There were no losses allocated to other minoriigrésts during the year ended
December 31, 2005 because we redeemed or decatsdlial other minority interests in operating pdiges during the year ended
December 31, 2004. The only other minority intenegilace as of December 31, 2005 is an intereatdavelopment property which has not
begun operations.
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Equity in Earnings of Real Estate Venture— The increase in equity in earnings of real estatgwres is due primarily to our purchase
of new equity interests in joint ventures. As autesf the SUSA acquisition we own joint venturgeirests in an additional 336 new properties.

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

FUNDS FROM OPERATIONS

FFO provides relevant and meaningful informationwttour operating performance that is necessampgalith net income (loss) and
cash flows, for an understanding of our operatésyits. We believe FFO is a meaningful disclossra aupplement to net earnings becaus
earnings assume that the values of real estatesagenish predictably over time as reflected tlgb depreciation and amortization expenses.
We believe that the values of real estate assetsifite due to market conditions and FFO more atelyrreflects the value of our real estate
assets. FFO is defined by the National AssociaifdReal Estate Investment Trusts, Inc. (“NAREITY) et income (loss) computed in
accordance with U.S. generally accepted accoumptimgiples (“GAAP”), excluding gains or losses aies of operating properties, plus
depreciation and amortization and after adjustmentscord unconsolidated partnerships and jointuwres on the same basis. We believe that
to further understand our performance, FFO shoelddnsidered along with the reported net incom&sfland cash flows in accordance with
GAAP, as presented in the consolidated financakstents.

The computation of FFO may not be comparable to F#orted by other REITs or real estate compahigisdo not define the term in
accordance with the current NAREIT definition oatlinterpret the current NAREIT definition diffethh FFO does not represent cash
generated from operating activities determinedctoadance with GAAP, and should not be considesegiaalternative to net income (loss) as
an indication of our performance, as an alternativeet cash flow from operating activities as asure of our liquidity, or as an indicator of
our ability to make cash distributions. The follogitable sets forth the calculation of FFO (dolkars in thousands, except for share data):

For the Year Ended
December 31

2006 2005
Net income (loss $ 1487¢ $ (4,96€)
Plus:

Real estate depreciatis 27,331 20,10¢

Amortization of intangible: 8,371 10,34¢

Joint venture real estate depreciation and amdidiz 4,775 2,18¢€

Income allocated to Operating Partnership minaritgrest 985 —
Less:

Loss allocated to Operating Partnership minoritgrest — (434)

Funds from operations $ 5633 $ 27,23¢
Weighted average number of shi—basic

Common stock (excluding restricted shal 54,998,93! 35,481,53!

OP units 3,799,44. 3,283,05¢

Total 58,798,37 38,764,59
Weighted average number of shi—diluted

Common stocl 55,492,30° 35,481,53!

OP units 3,799,44. 3,283,05¢

Total 59,291,74! 38,764,59
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SAME-STORE STABILIZED PROPERTY RESULTS

We consider same-store stabilized portfolio to iraf only those properties owned wholly at thgibaing and at the end of the
applicable periods presented and that have ach&adiization as of the first day of such peridtie following table sets forth operating data
for our same store portfolio. We consider the felltg same-store presentation to be meaningfulgands to the properties shown below.
These results provide information relating to proypéevel operating changes without the effectacduisitions or completed developments.

Three Months

Ended Year Ended Year Ended

December 31 Percent December 31 Percent December 31 Percent

2006 2005  Change 2006 2005 Change 2005 2004 Change
Same-store rental revenues $21,397 $20,13¢ 6.3% $ 83,911 $ 78,68: 6.6% $ 28,01C $26,97¢ 3.8%
Sam¢-store operating expens 6,86¢ 6,927 -0.9% 28,59€ 27,43¢ 4.2% 9,578 8,992 6.5%
Sami-store net operating incon 14,52¢  13,20¢ 10.0% 55,31¢E 51,24¢ 7.9% 18,43z 17,981 2.5%
Non sam-store rental revenut 23,71¢  18,21¢ 30.2% 87,082 41,957 107.€% 92,63C 35,68z 159.€%
Non sam-store operating expens 8,772 7,751 13.2% 33,647 18,52¢ 81.6% 36,385 17,07 113.1%
Total rental revenue 45,11€ 38,35¢  17.6% 170,99¢  120,64( 41.7% 120,64C 62,65€ 92.5%
Total operating expens: 15,64C 14,67¢ 6.6% 62,24% 45,962 35.4% 45,963  26,06€ 76.3%
Same-store square foot occupancy as of

quarter enc 85.5%  85.4% 85.5% 85.4% 85.6%  86.2%

Properties included in sar-store 103 103 103 103 38 38

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

The increase in same-store rental revenues wasplyndue to increased rental rates to new andiagisenants and our ability to
maintain occupancy. The increase in same-storeatipgrexpenses was primarily due to an increapedperty taxes and utilities.

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

The increase in same-store rental revenues wasplyndue to increased rental rates to new andiagisenants and our ability to
maintain occupancy. The increase in same-storeatipgrexpenses was primarily due to an increasegairs and maintenance, snow removal
and property taxes.
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CCS and CCU Property Performance:

As described in our prospectus for our IPO, up@nathievement of certain levels of net operatingine with respect to 14 of our pre-
stabilized properties, our CCSs and our Operatargnership’s CCUs will convert into additional sesiof common stock and OP units,
respectively, beginning with the quarter ending 8haB1, 2006. No CCSs or CCUs have been convertetilscember 31, 2006. Based on the
performance of the properties as of December 306,282,349 CCSs became eligible for conversion.ddsrd of directors approved the
conversion of these CCSs on February 1, 2007 athpe&ompany'’s Articles of Incorporation, and tharges were issued on February 5, 2007.
The table below outlines the performance of theerties for the three months and years ended DeseBilh 2006 and 2005, respectively and
for the years ended December 31, 2005 and 2004.

Three Months

Ended Year Ended Year Ended

December 31 Percent December 31 Percent December 31 Percent

2006 2005 Change 2006 2005 Change 2005 2004  Change
CCS/CCU rental revenues $ 2,86C $ 2,382 20.1% $ 10,60z $ 8,432 25.7% $ 8,432 $ 6,04< 39.5%
CCS/CCU operating expens 1,244 1,36¢ -9.1% 5,44C 5,478 -0.7% 5,478 4,60€ 18.9%
CCS/CCU net operating incon 1,61€ 1,012 59.5% 5,162 2,954  74.7% 2,954 1,437 105.52%
Non CCS/CCU rental revenu 42,25€ 3597z 17.5% 160,391 112,20¢ 42.9%  112,20¢ 56,61: 98.2%
Non CCS/CCU operating expens 14,39¢  13,30¢ 8.2% 56,802 40,485  40.3% 40,485  21,46( 88.7%
Total rental revenue 45,11€ 38,35¢  17.6% 170,99¢ 120,64C 41.7%  120,64C 62,65¢ 92.5%
Total operating expensi 15,64C 14,67¢ 6.6% 62,24z 45,96z  35.4% 45,96  26,06€ 76.3%
CCS/CCU square foot occupancy as of

quarter enc 74.1%  69.9% 74.1% 69.9% 69.9% 57.2%

Properties included in CCS/CC 14 14 14 14 14 14

The increase in CCS/CCU rental revenues in 20062808 was primarily due to increased occupancy.

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

Cash flows provided by operating activities werd $20 and $14,771 for the years ended Decemb&0®5, and 2005, respectively. The
increase in cash provided by operating activities @ue to the addition of new stabilized propeitiekiding properties added as a result of the
SUSA acquisition. In addition, the increase was alsesult of the collection of receivables frorfiliated joint ventures and related parties as a
result of normal operations.

Cash used in investing activities was $239,778%61d1,834 for the years ended December 31, 200@@0%, respectively. The decrease
in 2006 is primarily the result of the $530,972Zath paid in the acquisition of Storage USA in 26fi8et by the increase in the acquisition of
other real estate assets in 2006 versus 2005.

Cash provided by financing activities was $207,4068 $604,387 for the years ended December 31, 20@@005, respectively. The
decrease consisted primarily of additional borr@siim 2006 of $165,666 versus $808,936 in 2005 retgroceeds from share issuances of
$197,474 in 2006 versus $271,537 in 2005. Thisofset by repayments on borrowings of $98,866 iG&&ompared to $431,255 in 2005. In
addition, the Company also paid $50,005 in dividettdcommon stockholders in 2006, compared to 8%if5 2005.
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Comparison of the Year Ended December 31, 2005 the Year Ended December 31, 20C

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

Cash used in investing activities was ($614,834) ($261,298) for the years ended December 31, 28852004, respectively. The
increase in 2005 is primarily the result of the $832 of cash paid in the acquisition of StoragéUhis increase was offset by the fact that
we acquired fewer other properties and had feweeldpment projects during 2005 compared to 2004 al§e received principal payments of
$25,938 related to the notes receivable acquiredmjunction with the SUSA transaction during 2005.

Cash provided by financing activities was $604,88@ $280,039 for the years ended December 31, 2002004, respectively. The 2C
financing activities consisted primarily of net peeds from share issuances of $271,537, additimradwings of $808,936, including
borrowings to fund the SUSA acquisition, offsetthg repayment of $431,255 of line of credit ancesgiayable. The 2004 financial activities
consisted primarily of net proceeds from sharedssas of $264,475, additional borrowings of $418, Iiacluding borrowings to fund the
purchase of 44 stabilized properties and the dpwedmt of existing projects, offset by the repaynafr$325,917 of borrowings.

2006 OPERATIONAL SUMMARY

Our 2006 operating results reflected a continuatiosolid self-storage fundamentals as well astp@soperational momentum. Our
acquisition of Storage USA and the integrationt®biusiness processes had a positive impact oresults, particularly in the areas of revenue
management and technology. Revenue increases 6220@ driven mostly by rate growth, as year-emdesatore occupancy was 85.5%
compared with 85.4% as of year-end 2005. Experssthrwas driven by property taxes, utility costsl @mormal increases in employee-related
expenses. Snow removal expenses, which adverdebted our 2005 results were less of an impachdu2D06 due to the decreased snowfall
in the Midwest and Northeastern United States.

Northern California, Phoenix and South Florida weue strongest performing markets. Atlanta, Chicd2mllas and Houston also
performed well. Weaker performing markets were dietPhiladelphia and Southern New Jersey. Sout@atifornia, which has been a lead
market for several years, softened somewhat arfdrpged in-line with the portfolio average.

Integration efforts arising from the SUSA acquagiticontinued throughout the year, and focused emdpital improvement of the SUSA
properties. These improvements, we believe, willha positive effect on the properties in the faoy making them more marketable to new
and existing customers. The majority of the worlswampleted during 2006, and a residual numberaépts will continue into 2007. We
consider the integration of the two companies nomglete. The benefits of scale from being the sédargest operator of self-storage in the
United States began to be felt in the areas of etingx and site management.

OUTLOOK

We anticipate continued strength in self-storagel&mentals due to positive overall economic coodgiin many of our core markets. We
believe that the ability to increase revenues d720ver levels achieved in 2006 exists. We antieigantinued competition from all operators,
both public and private, in all of the markets ihigh we operate. However, we believe that the ggald location of our property portfolio,
our revenue management systems, and the strengdifeftorage fundamentals will provide opportwestio grow revenues in 2007.
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Our discounting strategies continue to evolve. ldighvels of discounting were felt in 2006 duegweyal promotional tests executed
throughout the year. We will continue to selectpveiiscount certain sites and units based on ocaypavailability, and competitive paramet
that are controlled through our centralized, ré@akttechnology systems and revenue management team.

Property taxes and utility expenses are once agan as the primary drivers of expenses in thergpyear. As we continue to acquire
existing self-storage facilities, tax reassessmefitsontinue to occur. Snow removal may also cimite to a higher level of expenses.

LIQUIDITY AND CAPITAL RESOURCES

As of December 31, 2006, we had approximately $@tliBon available in cash and cash equivalents.iktend to use this cash to
purchase additional self-storage properties irfiteetwo quarters of 2007. We are required tordiste at least 90% of our net taxable income,
excluding net capital gains, to our stockholders&onrannual basis to maintain our qualification &E4T. Therefore, it is unlikely that we will
have any substantial cash balances that coulddzktaaneet our liquidity needs. Instead, these sieaast be met from cash generated from
operations and external sources of capital.

On September 9, 2004, we, as guarantor, and owa€pg Partnership entered into a $100.0 millioroteing line of credit (“Credit
Facility”), which includes a $10.0 million swingkrsub-facility. The Credit Facility is collateradid by self-storage properties. The Operating
Partnership intends to use the proceeds of theitGradility for general corporate purposes and &itjons. As of December 31, 2006, the
Credit Facility had approximately $81.0 million @failable capacity based on the assets collatarglihe Credit Facility. There was no
principal balance outstanding under the Creditlfaas of December 31, 2006.

On October 4, 2004, we entered into a reversedsteate swap with U.S. Bank National Associatrefating to our existing $61.8 millic
fixed rate mortgage with Wachovia Bank, which igdu 2009. Pursuant to the swap agreement, weeadive fixed interest payments of 4.
and pay variable interest payments based on thenmmth LIBOR plus 0.7% on a notional amount of $6dillion. There were no origination
fees or other up front costs incurred by us in eation with the swap agreement.

As of December 31, 2006, we had approximately $948llion of debt, resulting in a debt to total @afization ratio of 43.3%. As of
December 31, 2006, the ratio of total fixed ratbtdad other instruments to total debt was 91.08&. Weighted average interest rate of the
total of fixed and variable rate debt at Decemter2006 was 5.5%.

We expect to fund our short-term liquidity requirems, including operating expenses, recurring abpkpenditures, dividends to
stockholders, distributions to holders of OP uaitsl interest on our outstanding indebtedness ooatiobperating cash flow, cash on hand and
borrowings under our Credit Facility.

Long-Term Liquidity Needs

Our long-term liquidity needs consist primarilydi§tributions to stockholders, new facility develognt, property acquisitions, principal
payments under our borrowings and non-recurringt@agxpenditures. We do not expect that our ojpegatash flow will be sufficient to fund
our long term liquidity needs and instead expedutm such needs out of additional borrowings, tj@entures with third parties, and from the
proceeds of public and private offerings of eqaity debt. We may also use OP Units as currenayni dcquisitions from self-storage owners
who desire tax-deferral in their exiting transaetio
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OFF-BALANCE SHEET ARRANGEMENTS

Except as disclosed in the notes to our finant&#ements, we do not currently have any relatigrsshiith unconsolidated entities or
financial partnerships, such as entities oftenrreteto as structured finance or special purpostes, which typically are established for the
purpose of facilitating ofbalance sheet arrangements or other contractualtpw or limited purposes. Further, except as dgad in the note
to our financial statements, we have not guararé@gdbligations of unconsolidated entities nomaohave any commitments or intent to
provide funding to any such entities. Accordinglig are not materially exposed to any financingjitiidy, market or credit risk that could ari
if we had engaged in these relationships.

CONTRACTUAL OBLIGATIONS
The following table sets forth information on payrtedue by period at December 31, 2006:

Less Than After
Total 1 Year 1-3 Years 4-5 Years 5 Years
Operating leases $ 4192¢ $ 4634 $ 8801 $ 7,865 $ 20,631
Notes payable and notes payable to tr
Interest 274,04¢ 51,682 97,67( 53,67: 71,022
Principal 948,17+ 9,471 301,95¢  301,39( 335,354
Total contractual obligations $1,264,15. $65,78¢  $408,43( $362,92¢ $427,00"

As of December 31, 2006, the weighted averagedsteate for all fixed rate loans was 5.4%, andabighted average interest rate on all
variable rate loans was 6.6%.

FINANCING STRATEGY

We will continue to employ leverage in our capgtilicture in amounts determined from time to tigebr board of directors. Although
our board of directors has not adopted a policychvtimits the total amount of indebtedness thates incur, we will consider a number of
factors in evaluating our level of indebtednessiftame to time, as well as the amount of such iteldtess that will be either fixed or variable
rate. In making financing decisions, our boardioéetors will consider factors including but nahilied to:

« the interest rate of the proposed financing;

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

« the purchase price of properties acquired with diebncing;

« long-term objectives with respect to the financing;

 target investment returns;

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

« overall level of consolidated indebtedness;
« timing of debt and lease maturities;

< provisions that require recourse and cross-coléization;
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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-recourgess-collateralized. If the indebtedness is nomuese, the collateral will be limited to
the particular properties to which the indebtednmekses. In addition, we may invest in propertiabject to existing loans collateralized by
mortgages or similar liens on our properties, oy medinance properties acquired on a leveragedsbdée may use the proceeds from any
borrowings to refinance existing indebtednessefmance investments, including the redevelopméekisting properties, for general working
capital or to purchase additional interests inrghips or joint ventures or for other purposesmve believe it is advisable.

SEASONALITY

The self-storage business is subject to seasar@uétions. A greater portion of revenues and g @fie realized from May through
September. Historically, our highest level of ocangy has been at the end of July, while our lovess of occupancy has been in late
February and early March. Results for any quartey not be indicative of the results that may beeaad for the full fiscal year.

RECENT ACCOUNTING PRONOUNCEMENTS

In June 2006, the Financial Accounting Standardsr8¢“FASB”) issued FASB Interpretation No. 48, ‘@aunting for Uncertainty in
Income Taxes” (“FIN 48"). FIN 48 clarifies the aasding for uncertainty in income taxes recognized company’s financial statements in
accordance with SFAS No. 109, “Accounting for Inefraxes.” FIN 48 prescribes a recognition threslaold a measurement attribute for the
financial statement recognition and measuremeattak position taken or expected to be taken axadturn. FIN 48 also provides guidanct
the related de-recognition, classification, intesssl penalties, accounting for interim periodscltisure and transition of uncertain tax
positions. FIN 48 is effective for fiscal years bedng after December 15, 2006, with the cumulagffect of the change in accounting
principle recorded as an adjustment to openingnetaearnings. We have evaluated the impact ofniing pronouncement and anticipate that
there will be no material effect on our consolidati@ancial statements.

ltem 7a. Quantitative and Qualitative Disclosures About Market Risk
Market Risk
Market risk refers to the risk of loss from advechanges in market prices and interest rates. @ure income, cash flows and fair values
of financial instruments are dependent upon priagaiharket interest rates.
Interest Rate Risk

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

As of December 31, 2006, we had approximately $248llion in total debt of which $85.1 million wasibject to variable interest rates
(including the $61.8 million on which we have tlewerse interest rate swap). If LIBOR were to inseear decrease by 100 basis points, the
increase or decrease in interest expense on tiablearate debt would increase or decrease futamgiregs and cash flows by approximately
$0.9 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 chamgeérall economic
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activity that could occur. Further, in the eventaathange of that magnitude, we may take actiofisgrtiber mitigate our exposure to the change.
However, due to the uncertainty of the specifi¢oms that would be taken and their possible effébtsse analyses assume no changes in our
financial structure.

The fair value of fixed rate notes payable and sipt&yable to trusts at December 31, 2006 was $835Jthe carrying value of these fix
rate notes payable at December 31, 2006 was $863,10
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Reports of Independent Registered Public Accountingirms
To the Board of Directors and Stockholders of Efpace Storage Inc.

We have audited the accompanying consolidated balsineets of Extra Space Storage Inc. and sulis&ligthe Company”) as of
December 31, 2006 and 2005, and the related coiasedl statements of operations, redeemable urdtsnambers’ and stockholders’ equity
(deficit), and cash flows for each of the two yearthe period ended December 31, 2006. Our aatiitsincluded the financial statement
schedule listed in the Index at Item 8. These fiferstatements and schedule are the responsibflitye Company’s management. Our
responsibility is to express an opinion on thesaritial statements and schedule based on our audits

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

In our opinion, the financial statements referre@dlbove present fairly, in all material respedts, ¢onsolidated financial position of the
Company at December 31, 2006 and 2005, and thelkdated results of their operations and their démlis for each of the two years in the
period ended December 31, 2006, in conformity WwitB. generally accepted accounting principles. Als@ur opinion, the related financial
statement schedule, when considered in relatidhetdasic consolidated financial statements takemwahole, presents fairly, in all material
respects, the information set forth therein.

As discussed in Note 2 to the consolidated findrst&tements in 2006, the Company changed its dathaccounting for stock-based
compensation in accordance with the guidance peavid Statements of Financial Accounting Standalals123(R) “Share-Based Payments.”

We also have audited, in accordance with the stdsdzf the Public Company Accounting Oversight Bo@nited States), the
effectiveness the Company’s internal control owearicial reporting as of December 31, 2006, basedtiteria established in Internal
Control—Integrated Framework issued by the CommitteSponsoring Organizations of the Treadway Cagsion and our report dated
February 26, 2007 expressed an unqualified opitiiereon.

/sl Ernst & Young LLI

Salt Lake City, Utah
February 26, 2007
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Report of Independent Registered Public Accountindrirm

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

In our opinion, the accompanying consolidated stetgs of operations, of redeemable units and meshaed stockholders’ equity
(deficit) and of cash flows for the year ended Deber 31, 2004 present fairly, in all material regpgethe results of operations and cash flows
of Extra Space Storage, Inc. and its subsidiaties“‘Company”) for the year ended December 31, 200donformity with accounting
principles generally accepted in the United StafeSmerica. In addition, in our opinion, the summaf activity in real estate facilities set fo
in the financial statement schedule for the yealedrDecember 31, 2004 presents fairly, in all nilteespects, the information set forth the
when read in conjunction with the related consaéiddinancial statements. These financial states@nd financial statement schedule are the
responsibility of the Company’s management. Oupaasibility is to express an opinion on these foiahstatements and financial statement
schedule based on our audit. We conducted our abfittiese statements in accordance with the stdaddrthe Public Company Accounting
Oversight Board (United States). Those standamisine that we plan and perform the audit to obtaasonable assurance about whether the
financial statements are free of material misstatgmAn audit includes examining, on a test basiglence supporting the amounts and
disclosures in the financial statements, assesagccounting principles used and significannestés made by management, and evaluating
the overall financial statement presentation. Weetbe that our audit provides a reasonable basisdo opinion.

Salt Lake City, Utah
March 10, 2005
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Extra Space Storage Inc.

Consolidated Balance Sheets

(Dollars in thousands, except share data)

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

Investments in real estate ventu
Cash and cash equivalel
Restricted cas
Receivables from related parties and affiliated estate joint venture
Notes receivabl
Other assets, net
Total asset

Liabilities, Minority Interests, and Stockholders’ Equity:
Notes payabli
Notes payable to trus
Line of credit
Accounts payable and accrued expetl
Other liabilities
Total liabilities

Minority interest in Operating Partnerst
Other minority interest

Commitments and contingenci

Stockholder equity:

Preferred stock, $0.01 par value, 50,000,000 stzaréswrized, nt
shares issued or outstand

Common stock, $0.01 par value, 200,000,000 shaitb®@azed,
64,167,098 and 51,765,795 shares issued and oditsgeat
December 31, 2006 and December 31, 2005, resplsc

Paic-in capital

Deferred stock compensati

Accumulated deficit
Total stockholder equity
Total liabilities, minority interests, and stocktets’ equity

See accompanying notes.
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December 31, 200!

December 31, 200!

$1,382,05!
35,33¢
1,417,39:

88,11¢
70,801
44,282
15,88(

33,35¢

$ 828,58/
119,59(

10,84(
32,09¢
991,11%

34,841
317

642
822,181

(179,26¢)
643,55
$1,669,82!

$1,201,95¢
10,71¢
1,212,67¢

90,89¢
28,65¢
18,37:
23,68¢
12,10¢
33,79¢
$1,420,19:

$ 747,19¢
119,59(

13,261
23,78¢
903,82¢

36,01C
225

518
626,12:

(2,374)

(144,139
480,12¢
$1,420,109.




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

For the Year Ended December 31

2006 2005 2004

Revenues:

Property renta $ 170,99: $ 120,64( $ 62,65¢

Management and franchise fe 20,883 10,65C 1,651

Tenant insuranc 4,318 1,882 —

Acquisition and development fe 272 992 1,200

Other income 798 564 213

Total revenues 197,264 134,72¢ 65,72C

Expenses:

Property operation 62,243 45,963 26,06€

Tenant insuranc 2,328 1,023 —

Unrecovered development and acquisition ¢ 269 302 739

General and administratiy 35,60C 24,081 12,465

Depreciation and amortization 37,172 31,00& 15,552

Total expenses 137,612 102,374 54,822

Income before interest, loss on debt extinguishsjeninority interests,

equity in earnings of real estate ventures, and gaisale of real estate

asset: 59,652 32,354 10,89¢
Interest expens (50,953) (42,54¢) (28,491)
Interest income 2,469 1,625 251
Loss on debt extinguishmer — — (3,523)
Minority interes—Fidelity preferred retur — — (3,136)
Minority interes—Operating Partnersh (985) 434 113
Loss allocated to other minority intere — — 2,290
Equity in earnings of real estate ventures 4,693 3,170 1,387
Net income (loss) before gain on sale of real estadsset: 14,87€ (4,966) (20,211)
Gain on sale of real estate assets — — 1,749
Net income (loss) 14,87€ (4,966) (18,462)
Preferred return on Class B, C, and E units — — (5,758)
Loss on early redemption of Fidelity minority irgst — — (1,478)
Net income (loss) attributable to common stockholds $ 14,87¢ $ (4,966) $ (25,699
Net income (loss) per common sh

Basic(1) $ 027 $ 0.19) $ (1.68)

Diluted(1) $ 027 $ 0.19) $ (2.68)
Weighted average number of sha

Basic 54,998,93! 35,481,53¢ 15,282,72¢

Diluted 59,291,74¢ 35,481,53¢ 15,282,72¢
Cash dividends paid per common share $ 091 $ 091 $ 0.34

(1) The basic and diluted income (loss) per share doemclude the potential effects of the CCSs a@dU€ as such securities would not have participit
earnings for any of the periods presented. Thesgrities will not participate in distributions uhtiey are converted. No CCSs or CCUs had been
converted as of December 31, 2006.

See accompanying notes.
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Extra Space Storage Inc
Consolidated Statements of Redeemable Units and Mémrs’ and Stockholders’ Equity (Deficit)
(Dollars in thousands, except unit and share data)

Redeemable
Units Members' and Stockholders Equity
Note
Class C Class A Receivable Total
and E and B from Common Stock Paid-in Deferred Accumulated  Stockholder¢’
Units Units Centershift Shares Par Value _Capital Compensation Deficit Equity
Predecesso
Balances at December 31, 2003 $ 26,10¢ $ 53,50C $(4,4993 — $— 3 $ $ (53,419 $ (4,407)

Member units issued in acquisition of real estatets: C
units (2,467,715 units), A units (1,593,665 un#ell B

units (241,513 units 2,46€ 720 — — — — 720
Member units issued in exchange for receivablesni®

(944,370 units) and A units (6,666,667 un 944 2,00C — — — — 2,00C
Members units issued to repay notes and relatey par

payables: C units (1,466,250 units) and A unit2(B60

units) 1,46€ 259 — 259
Member units granted to employees: A units (4,038,8

units) — 1,20% — — — — 1,205
Member contributions: C units (14,985,500 units)rits

(10,015,000 units) and B units (1,700,000 ur 14,98¢ 4,70¢ — — — — 4,705
Redemption of units: C units (20,835 units) andrigsu

(222,500 units (21) (223) — — — — (223)
Redempion of units in exchange for note payablenis

(3,000,000 units) and B units (1,141,064 ur — (3,700 — — — — (3,700
Redempion of units in exchange for land: C units

(846,396 units (846) — — — — — —
Distribution of equity ownership in Extra Space

Developmen — — — — (9,000) (9,000)
Distribution of note receivable from Centersi — — 4,493 — — (4,493%) —
Return earned on Class B, Cand E u — — — — — (7,181) (7,181)
Net loss — — — = = (17,182) (17,187
Balances at August 16, 200 45,10t 58,46€ — — — (91,269) (32,809)

See accompanying notes.
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Redeemable

Units Members' and Stockholders Equity
Note
Class C Class A Receivable Total
and E and B from Common Stock Paid-in Deferred Accumulated Stockholders’
Units Units Centershift Shares Par Value _Capital Compensation Deficit Equity

Company
Issuance of common stock and CCSs (3,888,843 ghares

in exchange for units: C units (25,832,407), Esunit

(14,900,000), A units (77,474,775) and B units

(34,339,370 units) (40,73%) (43,957 — 7,939,95( 80 84,60¢ — — 40,732
Redemption of units: C units (4,372,358), A unit§,000

units) and B units (14,735,162 units) (4,372 (14,519 — — — — — — (14,519
Adjustment to establish minority interest in Opergt

Partnership — — — — — (8,481) — — (8,481)
Deconsolidation of Extra Space Development realtest

ventures — — — — — 7,51¢ — — 7,515
Issuance of common stock in initial public offerjmgt of

offering costs — — —  23,230,00( 232 264,24: — — 264,47¢
Net loss — — — — — — — (1,281) (1,281)
Loss on early redemption of minority interest—Figel — — — — — — — (1,479) (1,479)
Dividends paid on common stock at $0.34 per share — — — e — — (10,560) (10,560)
Balances at December 31, 2004 — — —  31,169,95( 312 347,88t — (104,58¢) 243,601
Issuance of common stock, net of offering costs — — — 20,000,00( 200 271,331 — — 271,531
Conversion of Operating Partnership units to common

stock — — — 400,00( 4 3,922 — — 3,927
Issuance of common stock upon the exercise of egtio — — — 5,84E — 7 — — 7
Restricted stock grants — — — 190,00( 2 2,972 (2,97%) — —
Amortization of deferred stock compensation — — — — — — 601 — 601
Net loss — — — — — — — (4,96€) (4,96€)
Dividends paid on common stock at $0.91 per share — — — — — — — (34,58%) (34,58¢)
Balances at December 31, 2005 — — — 51,765,79! 518 626,12 (2,374) (144,139 480,12¢
Reclassification of deferred compensation upon &dop

of SFAS 123R — — — — — (2,374) 2,374 — —
Issuance of common stock, net of offering costs — — — 12,075,00( 121 194,78( — — 194,901
Issuance of common stock upon the exercise of egtio — — — 98,00: 1 545 — — 546
Issuance of common stock to board members — — — 12,00 — — — — —
Restricted stock grants issued — — — 49,80( — — — — —
Restricted stock grants cancelled — — — (33,500 — — — — —
Compensation expense related to stock—based awar — — — — — 1,72& — — 1,725
Conversion of Operating Partnership units to common

stock — — — 200,00( 2 1,80¢ — — 1,811
Other adjustments — — — — — (427) — — (427)
Net income — — — — — — — 14,87¢ 14,87¢€
Dividends paid on common stock at $0.91 per share — — — — — — — (50,00%) (50,005)
Balances at December 31, 2006 $ — $ — $ — 64,167,090 $642 $822,181 $ — $(179,268)  $643,55¢

See accompanying notes.
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Extra Space Storage Inc

Consolidated Statements of Cash Flows

(Dollars in thousands, except unit and share data)

Cash flows from operating activities:
Net income (loss
Adjustments to reconcile net income (loss) to rehcprovided by
(used in) operating activitie
Depreciation and amortizatic
Amortization of discount on putable preferred iet#s in
consolidated joint venture
Minority interes—Fidelity preferred retur
Stock compensation exper
Member units granted to employe
Gain on sale of real estate as:
Gain (loss) allocated to minority intere
Distributions from real estate ventures in excéssaonings
Changes in operating assets and liabilit
Receivables from related parti
Other asset
Accounts payabl
Other liabilities
Net cash provided by (used in) operating activities

Cash flows from investing activities:

Acquisition of real estate assi

Investments in trust preferred securit

Acquisition of Storage US,

Development and construction of real estate a:

Proceeds from sale of real estate as

Investments in real estate ventu

Increase in cash resulting from-consolidation of real estate ass
and distribution of equity ownership in Extra Sp&mvelopment
and other propertie

Change in restricted ca

Payments from Centershift and Extra Space Develap

Principal payments received on notes receiv

Purchase of equipment and fixtu
Net cash used in investing activities

See accompanying notes.
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For the Year Ended December 31

2006 2005 2004
$ 14,87¢ $ (4,966 $ (18,462
37,17  31,00:  15,55;
— — 1,08¢
— — 3,13€
1,728 601 —
— — 1,20E
— — (1,749
985 (434) (2,409
5,55¢ 6,35€ 493
7,802 (18,69) (2,579
3,02¢ (1,129) 1,33(
(2,421) 2,30¢ 2,02¢
5,792 (280) (5,795
7452( 14,771 (6,15
(174,305  (79,227) (245,71
(3,590) —
—  (530,97) —
(34,782 (20,204 (19,487
728 — 7,89€
(5,660) (395) (793)
— — 424
(25,8760 (4,110 (5,609
— — 3,562
1,811  25,93¢ —
(1,694 (2,274 (1,575
(239,779 (614,839 (261,299




Extra Space Storage Inc

Consolidated Statements of Cash Flows (Continued)

(Dollars in thousands, except unit and share data)

Cash flows from financing activities:
Proceeds from notes payable, notes payable tcs tanst line of cred
Principal payments on notes payable and line afit
Deferred financing cos
Payments on other liabilitie
Net payments to related parties and putable pedanterests in
consolidated joint venture
Member contribution
Return paid on Class B, C and E member t
Redemption of unit
Minority interest investment
Minority interest distribution:
Redemption of Operating Partnership units held byonity interest
Minority interest redemption by Fideli
Preferred return paid to Fideli
Proceeds from issuance of common shares
Net proceeds from exercise of stock opti
Dividends paid on common sto
Distributions to Operating Partnership units hefchinority interests
Net cash provided by financing activities
Net increase in cash and cash equival
Cash and cash equivalents, beginning of the year
Cash and cash equivalents, end of the year

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

Supplemental schedule of noncash investing and finaing activities:
Acquisitions:
Real estate asse
Payables to related parti
Notes payabl
Notes receivabl
Accounts payable and other liabiliti
Investment in real estate ventu
Minority interest in Operating Partnerst
Member units
Member units issued in exchange for receiva
Member units issued to repay notes and relateg pastables
Redemption of units in exchange for note pay:
Adjustment to establish minority interest in OpergtPartnershij
Redemption of units in exchange for le
Restricted stock grants to employt
Conversion of Operating Partnership units held loyomnity interests for
common stocl

See accompanying notes.
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For the Year Ended December 31

2006 2005 2004
165,66¢  808,93¢ 418,15
(98,86€) (431,255 (325,91
(1,02¢) (6,575 (8,399
— — (15)
— —  (35,62))
— — 19,691
— — (7,181)
— — (19,129
92 225 8,08€
— — (30)
— (895) (935)
— — (15,559
— — (7,022)
194,47¢ 271537  264,47¢
546 7
(50,005 (34,587  (10,560)
(3,479  (3,009) —
207,40¢ 604,387 280,03t
42,14¢ 4324 ~ 12,58
28,65:  24,32¢  11,74¢
$ 70,801 $ 28,65: $ 24,32¢
$ 47,68: $ 37,64 $ 30,61

$ 27,091 $ 54,761 $ 59,74(

(10,87¢)
(10,29¢)

(2,7?5)
(3,130

(10,260)
(21,680)

(22,8;])

(21,827)
(18,56¢)

(2,139

(14,027

(3,18¢)
2,944
1,19¢
3,70C
8,481
846




Extra Space Storage Inc.
Notes to Consolidated Financial Statements
December 31, 2006
(Dollars in thousands, except share and per shareath)

1. DESCRIPTION OF BUSINESS
Business

Extra Space Storage Inc. (the “Company”) is a adifiinistered and self-managed real estate investmet (“REIT”), formed as a
Maryland Corporation on April 30, 2004 to own, agter, manage, acquire and develop self-storagétiesilocated throughout the United
States. The Company continues the business of Eptaae Storage LLC and its subsidiaries (the “Rrestor”), which had engaged in the self-
storage business since 1977. The Company’s interé@stproperties is held through its operatingipership, Extra Space Storage LP (the
“Operating Partnership”), which was formed on Ma®604. The Company’s primary assets are generadgreand limited partner interests in
the Operating Partnership. This structure is comynaferred to as an umbrella partnership REITUBREIT. The Company has elected to be
taxed as a REIT under the Internal Revenue Cod®&6, as amended (the “Internal Revenue Code”jh&@xtent the Company continues to
qualify as a REIT, it will not be subject to taxithvcertain limited exceptions, on the taxable imeothat is distributed to its stockholders.

The Company invests in self-storage facilities bguaring or developing wholly-owned facilities oy cquiring an equity interest in real
estate entities. At December 31, 2006, the Compaxydirect and indirect equity interests in 56fagye facilities located in 32 states, and
Washington, D.C. In addition, the Company managegroperties for franchisees or third parties brigghe total number of properties which
it owns and/or manages to 641.

The Company operates in two distinct segmentsprdperty management and development; and (2) reptahations. The Company’s
property management and development activitiesideehcquiring, managing, developing and sellingsterage facilities. The rental
operations activities include rental operationself-storage facilities. No single tenant accodiotsnore than 5% of rental income.

Initial Public Offering

On August 17, 2004, the Company completed itsahjtublic offering (the “Offering”) of 20,200,00tares of common stock, with
proceeds to the Company of $234,825, net of offeciosts of $17,675. As part of the offering, therany granted the underwriters the right
to purchase an additional 3,030,000 shares witBiday/s after the Offering to cover over-allotmefa. September 1, 2004, the underwriters
exercised their right and purchased 3,030,000 shefreommon stock with proceeds to the Company3éf&24, net of offering costs of $2,6
The Company also paid additional offering cost$®674 as part of the Offering.

In connection with the Offering, the existing halslef Class A, Class B, Class C and Class E Unitseé Predecessor exchanged these
units for an aggregate of 7,939,950 shares of camstack, 1,608,437 Operating Partnership (“OP"}3)r8,888,843 contingent conversion
shares (“CCSs"), 200,046 contingent conversionsufi€CUs") and $18,885 in cash. As a result of tishange, the Predecessor became a
wholly-owned subsidiary of the Operating Partngrsis of December 31, 2006, the Operating Partigishs a 94.40% subsidiary of the
Company. The transaction did not result in a changkee carrying value of the Predecessor’s asseldiabilities because the exchange was
accounted for at historical cost as a transfeiseéts between companies under common control.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The consolidated financial statements include éselts of operations of the Predecessor for thieghérom January 1, 2004 through
August 16, 2004 and the results of operations ar@h€ial condition of the Company subsequent taQffering.

The consolidated financial statements are presemtetle accrual basis of accounting in accordaritte WS. generally accepted
accounting principles and include the accounthef@ompany and its wholly or majority owned sulsgiigis. All intercompany balances and
transactions have been eliminated in consolidation.

The Company follows FASB Interpretation No. 46RptSolidation of Variable Interest Entities” (“FINSR”), which addresses the
consolidation of variable interest entities (“VIEsUnder FIN 46R, arrangements that are not cdetidghrough voting or similar rights are
accounted for as VIEs. An enterprise is requiredaiosolidate a VIE if it is the primary beneficiasf/the VIE.

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

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

The Company’s investments in real estate jointwes, where the Company has significant influebaénot control and joint ventures
which are VIEs in which the Company is not the @iynbeneficiary, are recorded under the equity oekthf accounting on the accompanying
consolidated financial statements.

Use of Estimates

The preparation of financial statements in conftymiith U.S. generally accepted accounting priresplequires management to make
estimates and assumptions that affect the repartexiints of assets and liabilities and disclosum@afingent assets and liabilities at the da
the financial statements and the reported amodmsvenues and expenses during the reporting pefictdial results could differ from those
estimates.

Real Estate Assets

Real estate assets are stated at cost, less aatachdepreciation. Direct and allowable internats@ssociated with the development,
construction, renovation, and improvement of rethie assets are capitalized. Interest, propetgstand other costs associated with
development incurred during the
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construction period are capitalized. Capitalizedriest during the years ended December 31, 200&, 20d 2004 was $3,232, $460, and
$1,213, respectively.

Expenditures for maintenance and repairs are cdmgexpense as incurred. Major replacements atterbeents that improve or extend
the life of the asset are capitalized and deprediater their estimated useful lives. Depreciatiocomputed using the straight-line method
over the estimated useful lives of the buildingd anprovements, which are generally between five 3 years.

In connection with the Company’s acquisition of medies, the purchase price is allocated to thgiltde and intangible assets and
liabilities acquired based on their estimated ¥ailues. The value of the tangible assets, congistitand and buildings, are determined as if
vacant, that is, at replacement cost. Intangibdetas which represent the value of existing tenaationships, are recorded at their estimated
fair values. The Company measures the value ohteeationships based on the Company’s histoggpkrience with turnover in its facilities.
The Company amortizes to expense the tenant netditips on a straight-line basis over the averagegéhat a tenant is expected to utilize the
facility (currently estimated to be 18 months).

Intangible lease rights represent purchase pricauats allocated to leases on two properties thataizbe classified as ground or build
leases. These rights are amortized to expensedlwwdfe of the leases.

Evaluation of Asset Impairment

Long lived assets held for use are evaluated b thrapany for impairment when events or circumstarncéicate that there may be an
impairment. When such an event occurs, the Compampares the carrying value of these long-live@®ss® the undiscounted future net
operating cash flows attributable to the assetsimfpairment loss is recorded if the net carryintygaof the asset exceeds the undiscounted
future net operating cash flows attributable todahset. The impairment loss recognized equalsxitess of net carrying value over the related
fair value of the asset. Management has determmngatoperty was impaired and no impairment chahge® been recognized for the years
ended December 31, 2006, 2005 and 2004.

When real estate assets are identified by manageamdreld for sale, the Company discontinues dedieg the assets and estimates the
fair value, net of selling costs. If the estimated value, net of selling costs, of the assets laze been identified for sale is less than the ne
carrying value of the assets, then a valuatiomalie is established. The operations of assetddresdle or sold during the period are
presented as discontinued operations for all penwdsented. Management has determined no propastyeld for sale at December 31, 2006.

Investments in Real Estate Ventures

The Company’s investments in real estate jointwesst, where the Company has significant influebaénot control and joint ventures
which are VIEs in which the Company is not the ignbeneficiary, are recorded under the equity oekthf accounting on the accompanying
consolidated financial statements.

Under the equity method, the Company’s investmemnéal estate ventures is stated at cost and adjést the Company’s share of net
earnings or losses and reduced by distributionsitfm earnings of real estate ventures is gefheratognized based on the Company’s
ownership interest in the earnings of each of tmounsolidated real estate ventures. For the puspafsgresentation in the statement of cash
flows, the Company follows the “look through” appoh for classification of distributions from joiéntures. Under this approach,
distributions are reported under operating cash flaless the facts and circumstances of a spetiffitdbution clearly indicate that it is a return
of capital (e.g., a liquidating
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dividend or distribution of the proceeds from thaf venture’s sale of assets) in which caseréported as an investing activity.

Management assesses whether there are any indith&bthe value of the Company’s investments toosolidated real estate ventures
may be impaired when events or circumstances italitat there may be an impairment. An investmg&ithpaired if management’s estimate
of the fair value of the investment is less tharcirrying value. To the extent impairment has edl) and is considered to be other than
temporary, the loss is measured as the excesg chtiying amount of the investment over the falue of the investment. No impairment
charges were recognized for the years ended Dece3tb2006, 2005 and 2004.

Cash and Cash Equivalents

The Company’s cash is deposited with financialitnbns located throughout the United States ofefica and at times may exceed
federally insured limits. The Company considershahly liquid debt instruments with a maturity datf three months or less to be cash
equivalents.

Restricted Cash

Restricted cash is comprised of escrowed fundsgitggbwith financial institutions located in varastates relating to earnest money
deposits on potential acquisitions, real estategasurance, capital expenditures and leasditiedi

Other Assets

Other assets consist primarily of equipment antlifes, deferred financing costs, customer accaectsivable, investments in trusts, and
prepaid expenses. Depreciation of equipment andrés is computed on a straidime basis over three to seven years. Deferrechéiimg cost:
are amortized to interest expense using the effeatiterest method over the terms of the respediilz agreements.

Derivative Instruments and Hedging Activities

SFAS No. 133, “Accounting for Derivative Instrumem@ind Hedging Activities,” as amended and integate¢stablishes accounting and
reporting standards for derivative instruments laadging activities. The accounting for changehaftir value of derivatives depends on the
intended use of the derivative and the resultirgigietion. Derivatives used to hedge the exposuchanges in the fair value of an asset,
liability or firm commitment attributable to a pextlar risk, are considered fair value hedges. &enes used to hedge the exposure to
variability in expected future cash flows, or otlhgves of forecasted transactions, are consideaskl ftow hedges.

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

Fair Value of Financial Instruments

The carrying values of cash and cash equivaleatgjvables, other financial instruments includedthrer assets, accounts payable and
accrued expenses, variable rate notes payablethedl@abilities reflected in the consolidated ala sheets at December 31, 2006 and 2005
approximate fair value. The fair value of fixederaibtes payable and notes payable to trusts anfilere31, 2006 and 2005 was
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$835,667 and $750,527, respectively. The carryalgerof these fixed rate notes payable and notgahpato trusts at December 31, 2006 and
2005 was $863,101 and $772,570, respectively.

Risk Management And Use Of Financial Instruments

In the normal course of its on-going business djmers, the Company encounters economic risk. Therghree main components of
economic risk: interest rate risk, credit risk andrket risk. The Company is subject to interest ristk on its interest-bearing liabilities. Credit
risk is the risk of inability or unwillingness aénants to make contractually required paymentskdtarsk is the risk of declines in the value of
properties due to changes in rental rates, intea¢ss or other market factors affecting the valproperties held by the Company. As
disclosed in Note 9, the Company has entered i®wap Agreement to manage its interest rate risk.

Conversion of Operating Partnership Units

Conversions of Operating Partnership units to comstock, when converted under the original provisiof the agreement, are accoul
for by reclassifying the underlying net book vabfehe units from minority interest to equity incacdance with Emerging Issues Task Force
Issue No. 95-7, “Implementation Issues RelatedhéoTreatment of Minority Interest in Certain Reatdfe Investment Trusts.”

Revenue and Expense Recognition

Rental revenues are recognized as earned basedopmamts that are currently due from tenants. Lease generally on month-to-month
terms. Prepaid rents are recognized on a straighbhsis over the term of the leases. Promotidisabunts are recognized as a reduction to
rental income over the promotional period. Latergha, administrative fees, merchandise sales aock tentals are recognized in income w
earned. Management and franchise fee revenue@gnieed when earned. Tenant insurance premiumeeognized as revenue over the
period of insurance coverage. Development and aitipui fee revenue is recognized as developmerts @ws incurred. Equity in earnings of
real estate entities is recognized based on ouership interest in the earnings of each of the nsalidated real estate entities. Interest inc
is recognized as earned.

Property expenses, including utilities, propertyeta repairs and maintenance and other costs tageahe facilities are recognized as
incurred. We accrue for property tax expense baped estimates and historical trends. If thesenedtis are incorrect, the timing of expense
recognition could be affected.

Real Estate Sales

The Company evaluates real estate sales for blthesagnition and profit recognition in accordamdth the provisions of SFAS No. 66,
“Accounting for Sales of Real Estate.” In genesalles of real estate and related profits/losseseamgnized when all consideration has
changed hands and risks and rewards of ownershkiplteen transferred. Certain types of continuinglvement preclude sale treatment and
related profit recognition; other forms of contingiinvolvement allow for sale recognition but reguieferral of profit recognition.

The Predecessor periodically sold properties ia#h estate joint ventures or identified propert@sacquisition by newly formed joint
ventures in which it retained an interest. In canio® with certain of these transactions, the Peedgor and/or a significant unit holder
provided certain financial guarantees to the lendeto support a put right on a portion of thenjoienture partner’s interest that effectively
provided for a return on and of their investmerte3e arrangements preclude sale accounting unde 8B. 66 and, accordingly, the
Predecessor has reflected these transactions theiritnancing method set forth in SFAS No. 66. Urttiés method, the putable portions of
these joint ventures partners’
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interests are reflected as liabilities; the inifat value of the joint venture partners’ non-galéaresidual interests are reflected as minority
interests with offsetting discounts attributedte tiabilities associated with the putable intese%tutable preferred interests in consolidated
joint venture<” These discounts are amortized using the effedtiterest method over the period until the relevarttfirst becomes exercisable
(generally a period of three to five years depegdin the terms of the individual transaction). pheferred return on the putable interest
liabilities, plus the amortization of the discoynssreflected as interest expense in the condeliistatements of operations. The joint venture
partners are allocated their proportionate shasmpfprofits, except that losses may not be alkxtat excess of the originally ascribed basis.
Concurrent with the Offering, the Company redeelegutable interest liabilities by purchasing 100%6ts partners’ interest in these
properties.

Advertising Costs

The Company incurs advertising costs primarilyiladitiable to directory, direct mail, internet antiet advertising. Direct response
advertising costs are deferred and amortized dweeexpected benefit period determinded to be 12imsoAll other advertising costs are
expensed as incurred. The Company recognized $4$46874, and $2,950 in advertising expense foytaes ended December 31, 2006, -
and 2004, respectively.

Income Taxes

The Company has elected to be treated as a REIdr Bettions 856 through 860 of the Internal Revedage of 1986, as amended (the
“Code”). In order to maintain its qualification aREIT, among other things, the Company is requivetistribute at least 90% of its REIT
taxable income to its stockholders and meet cetésits regarding the nature of its income and asésta REIT, the Company is not subject to
federal income tax with respect to that portioit®income which meets certain criteria and isritigted annually to the stockholders. The
Company plans to continue to operate so that itsrthe requirements for taxation as a REIT. Manghese requirements, however, are highly
technical and complex. If the Company were totfaineet these requirements, the Company would lheatto federal income tax. The
Company is subject to certain state and local taResvision for such taxes has been included irCthimpany’s property operations expense in
the consolidated statements of operations. Foye¢he ended December 31, 2006, 58.4% (unauditeal) distributions to stockholders qualify
as a return of capital.

The Company has elected to treat one of its egistorporate subsidiaries as a taxable REIT subgidi@RS"). In general, a TRS of the
Company may perform additional services for tenafitbe Company and generally may engage in arlyegtate or non-real estate related
business (except for the operation or managememalth care facilities or lodging facilities oetprovision to any person, under a franchise,
license or otherwise, of rights to any brand namaeun which any lodging facility or health care fagiis operated). A TRS is subject to
corporate federal income tax.

The TRS has minimal book and tax income and haseaworded tax amounts under SFAS No. 109, “Accognfior Income Taxesdue tc
the amounts not being material.

Prior to August 17, 2004, the Company elected ttrdegted as a partnership for tax purposes. Theftagts of the Company’s operations
were passed directly to members. Therefore, noigicns for income taxes were recorded in the ac@mying consolidated financial
statements for the Predecessor.

Stock-Based Compensation

Effective January 1, 2006, the Company adopted SRASL23 (revised 2004), “Share-Based PaymentF&S 123R"), which requires
the measurement and recognition of compensatioaresepfor all share-based payment awards to em@@ekdirectors based on estimated
fair values. SFAS 123R

62




supersedes SFAS No. 123, “Accounting for Stock-B&empensation” and Accounting Principles Boardrpi No. 25, “Accounting for
Stock Issued to Employees” (“APB 25”). The Compandppted SFAS 123R using the modified prospectiydicgtion method of adoption
which requires the Company to record compensatish related to non-vested stock awards as of Deeeth 2005 by recognizing the
unamortized grant date fair value of these awaves their remaining service period with no changaistorical reported earnings. Awards
granted after December 31, 2005 are valued avé&hire in accordance with provisions of SFAS 123R @atognized on a straight line basis
over the service periods of each award. The fanfeitate, which is estimated at a weighted aveofdd.8% of unvested options outstandin
of December 31, 2006, is adjusted periodically Bagethe extent to which actual forfeitures differ are expected to differ, from the previous
estimate.

Prior to 2006, the Company accounted for stock-thasenpensation in accordance with APB 25 usingrttissic value method, which
did not require that compensation cost be recogrfizethe Company’s stock options provided the@mpgxercise price was established at
100% of the common stock fair value on the datgraht. Under APB 25, the Company was required ¢doneexpense over the vesting period
for the value of restricted common stock grantethrRo 2006, the Company provided pro forma disale amounts in accordance with SFAS
No. 148,“Accounting for Stock-Based Compensation—Transitimal Disclosure” (“SFAS 148”), as if the fair valoeethod defined by SFAS
123 had been applied to its stock-based compensatio

Net Income (Loss) Per Share

Basic income (loss) per common share is computathviging the net income (loss) by the weightedrage common shares outstanding,
less unvested restricted stock. Diluted incomesjlpgr common share measures the performance Gfcimpany over the reporting period
while giving effect to all potential common shatkat were dilutive and outstanding during the peribhe denominator includes the number of
additional common shares that would have beenandsig if the potential common shares that wentigg had been issued and is calculated
using the treasury stock method. Potential comnhanes are securities (such as options, warrangectible debt, and convertible OP units)
that do not have a current right to participatensome but could do so in the future by virtueladit option or conversion right. In computing
the dilutive effect of convertible securities, tmemerator (i.e. net income or loss) is adjusteaidt back any changes in income in the period
associated with the convertible security. The natwgralso is adjusted for the effects of any ott@r-discretionary changes in income or loss
that would result from the assumed conversion a$¢hpotential common shares. In computing dilutedme (loss) per share, only potential
common shares that are dilutive, those that rethgmame (loss) per share, are included. Excludeah fitee December 31, 2006 computation of
diluted common shares outstanding are: 118,08&sluadrestricted stock grants, and 24,273 stoclopts their impact was not dilutive.

For the periods prior to the Offering, the weightegrage number of common shares outstanding ieslGthss A units as if the Class A
units had been converted to common stock usingnttial public offering conversion ratio of one GRA unit to 0.08 shares of common stock.
Basic and diluted loss per share were calculatediVagling the net loss attributable to common stadlers by the weighted average shares
outstanding. The net loss attributable to commonkstolders represents the net loss, less the pedfeeturn payable by the Predecessor on
Class B, C and E units, less the loss on earlymgtien of Fidelity minority interest. The loss oarly redemption of Fidelity minority interest
represents additional preferred return paid toIRid#or the period between the redemption dat&eptember 9, 2004 and November 25, 2004.
The amount was paid based on the agreement whErééljty was entitled to a preferred return throdpvember 25, 2004, regardless of the
redemption date.

63




Recently Issued Accounting Standard

In June 2006, the Financial Accounting Standardsr@¢‘FASB”) issued FASB Interpretation No. 48, ‘@aunting for Uncertainty in
Income Taxes” (“FIN 48”). FIN 48 clarifies the aeoding for uncertainty in income taxes recognized company'’s financial statements in
accordance with SFAS No. 109, “Accounting for In@fraxes.” FIN 48 prescribes a recognition threslaold a measurement attribute for the
financial statement recognition and measuremeattak position taken or expected to be taken axadturn. FIN 48 also provides guidanct
the related de-recognition, classification, inteeesd penalties, accounting for interim periodsgchtisure and transition of uncertain tax
positions. FIN 48 is effective for fiscal years bedng after December 15, 2006, with the cumulaéffect of the change in accounting
principle recorded as an adjustment to openingnetaearnings. The Company has evaluated the ingbalsts new pronouncement on its
consolidated financial statements and does notatxpe impact of FIN 48 to be material.

3. REAL ESTATE ASSETS
Real estate assets at December 31, 2006 and 20@tramarized as follows:

2006 2005

Land $ 361,56¢ $ 304,89:
Buildings and improvemen 1,085,26¢ 929,74%
Intangible asse—tenant relationship 25,436 22,174
Intangible lease rights 3,400 3,400
1,475,674 1,260,211

Less: accumulated depreciation and amortization (93,619) (58,252)
Net operating real estate ass 1,382,05¢ 1,201,95¢
Real estate under development 35,336 10,71¢
Net real estate asse $1,417,39. $1,212,67

The Company amortizes to expense intangible assetsnt relationships on a straight-line basis dlveraverage period that a tenant
utilizes the facility (18 months). The Company atizes to expense the intangible lease rights dwetdrms of the related leases. Amortization
related to the tenant relationships and leasesigias $8,371 and $10,345 for 2006 and 2005, respBctThe majority balance of the
unamortized tenant relationship intangible asseBeaember 31, 2006 will be amortized in 2007. Téraaining balance of the unamortized
lease rights will be amortized over the next 122o/ears.

4. BUSINESS ACQUISITION

To expand its business, on July 14, 2005, the Camphrough its subsidiary Extra Space Storage (IESS LLC") and the Operating
Partnership, closed the acquisition (the “Transac}iof various entities that collectively comprite Storage USA self-storage business
pursuant to the Purchase and Sale Agreement (theetdnent”), dated May 5, 2005, between ESS LLC(tperating Partnership, Security
Capital Self Storage Incorporated, a Delaware aatn, PRISA Self Storage LLC, a Delaware limitiadbility company (“PRISA”), PRISA
Il Self Storage LLC, a Delaware limited liabilitpmpany (“PRISA II"), PRISA Ill Self Storage LLC,Belaware limited liability company
(“PRISA 1II"), VRS Self Storage LLC, a Delaware lited liability company (“VRS"), WCOT Self Storagd.C, a Delaware limited liability
company (“WCOT"), and the Prudential Insurance Campof America, a New Jersey corporation (togettidh its affiliates, “Prudential”).

In connection with the Transaction, the Companyuaeg 61 wholly-owned self storage properties, &egliStorage USA (“SUSA”)
Partnership, L.P.’s equity interest in joint vemrisiwhich collectively owned 78 properties and agsithe management of 60 franchises and
third party owned properties. In
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addition, 259 self-storage properties were acquiiteétle Transaction by five separate limited lipitcompanies owned by five subsidiaries of
the Company (each, a “Company Sub”) and Prudeftia.limited liability company agreements govera tlghts and responsibilities of each
such limited liability company. The Company alsquaiced $37.7 million of notes receivable due fraanthisees.

The total purchase cost for SUSA of approximaté&@37 million consists of the following:

Cash $ 530,97.
Operating Partnership units issued (1,470,149 22,821
Liabilities assumei 31,94C

Total purchase price $ 585,73

The total purchase price for the acquisition of 8Ufas been allocated to tangible and intangibletasand liabilities based on their
estimated fair values. The value of the tangibketss consisting of land and buildings, are deteehias if vacant, that is, at replacement cost.
Other tangible assets and liabilities and intaregddsets, which represent the value of existingnterelationships, are recorded at their
estimated fair value. The following table summasittee estimated fair values of the assets acqamddiabilities assumed:

Tangible asset:

Land $ 86,234

Building 342,634
Intangibles asset

Tenant relationship 9,009
Investment in real estate ventu 90,677
Other assets and liabilities, net 57,179

Total assets acquired $ 585,73

Intangible assets—tenant relationships are amartizea straight-line basis over the average pehatithe Companyg'tenants utilized tr
facility (18 months).

The results of operations from this acquisitionraféected in the Company’s 2006 financial statetmefhe following table reflects the
results of the Company’s operations on a pro fdoasis as if the SUSA acquisition had been completedanuary 1, 2004. The pro forma
financial information is not necessarily indicatiofthe operating results that would have occuhad the acquisition been consummated on
January 1, 2004, nor is it necessarily indicati/&iture operating results.

Years ending December 31

2005 2004
Revenue! $176,59: $137,80¢
Net loss $(5,582) $(25,699
Loss per shar $ (0.1) $ (1.69)
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5. PROPERTY ACQUISITIONS

The following table shows the Company’s acquisitidroperating properties for the past two yearsdweb not include purchases of raw
land, improvements made to existing assets or ihyeepties acquired as part of the SUSA acquisition:

Number Loans Other Value of Number of
of Date of Total Cash Receivable Loan Liabilities OP Units OP Units Source of

Property Location(s) Properties  Acquisition  Consideration Paid Settled Assumed  Assumed Issued Issued Acquisition Notes
Florida and Texa 4 11/21/0¢ 22,92¢ 22,507 421 — — Unrelated third part
New Jerse) 1 11/2/0€ 13,33¢ 13,12¢ 209 — — Unrelated third part
Colorada 1 9/1/06 5,419 5,360 — — 59 — — Unrelated third part
Maryland 1 9/1/06 16,34C 13,094 — — 116 3,13C 182,82¢ Unrelated franchise
Texas 1 8/10/0€ 3,764 3,715 — — 49 — — Unrelated third part
Georgia 1 8/8/06 5,137 2,123 — 2,952 62 — — Unrelated franchise
California 1 7/28/0€ 7,260 7,260 — — — — — Unrelated third part
Arizona 1 6/30/0€ 4,100 4,100 — — — — — Unrelated third part
Texas 1 5/4/06 14,521 14,521 — — — — — Unrelated franchise
California 1 5/1/06 12,50C 12,402 — — 97 — — Related part (1)
Kansas, Tennessee

and Texa: 5 4/12/0€ 21,584 3,020 10,298 7,926 340 — — Related joint ventur  (2)
Pennsylvani: 1 3/30/0€ 3,814 3,814 — — — — — Unrelated third part
Washingtor & 2/15/0€ 17,86¢€ 17,86€ — — — — — Unrelated third part
Georgia 1 1/17/0€ 5,148 5,148 — — — — — Unrelated franchise
Florida 1 1/13/0€ 8,003 8,003 — — — — — Unrelated franchise
Florida 1 1/6/06 5,414 5,414 — — — — — Unrelated franchise
Kentucky 1 12/20/0k 3,659 3,659 — — — — — Unrelated franchise
Florida 1 3/28/0& 4,702 4,702 — — — — — Unrelated third part
Florida 4 3/8/05 29,57¢ 29,575 — — — — — Unrelated third part
Georgia 1 2/28/0& 11,751 11,751 — — — — — Unrelated third part
New Jerse) 1 1/18/0E 9,788 5,564 — 4,142 82 — — Unrelated third part
California 1 1/1/05 6,707 3,321 — 3,342 44 — — Related part  (3)
Total 34 $233,31¢ $200,04¢ $10,29¢ $18,36: $1,47¢ $ 3,13( 182,82¢
Other:
Arizona 1 5/18/0€6 $ 1,071 $ 1,071 — — — — — Related joint ventur  (4)

Notes:

(1) This property was purchased from a relatetyghat is owned by certain members of the Comfmmanagement team and a director.
independent members of the Company’s board of ire@pproved this acquisition after obtaining ipeledent appraisals.

(2) These properties were purchased from jointwe entities in which the Company held partngrshierests. The joint ventures were
dissolved and proceeds were distributed to jointwe partners. No gain or loss was recognizedisrttansaction.

(3) This property was purchased from a relatetypghat is owned by certain members of the Compamanagement team and a director.
independent members of the Company’s board of ire@pproved this acquisition after obtaining ipeledent appraisals.

(4) The Company acquired its partner’s joint veatinterest at investment value in this developrpeoperty.
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6. INVESTMENTS IN REAL ESTATE VENTURES

Investments in real estate ventures at Decembe2(®B and 2005 consist of the following:

Excess Profit Equity Investment balance al
Participation % Ownership %  December 31, 2000 December 31, 200!
Extra Space West One LLE“ESW") 40% 5% $1,918 $2,07C
Extra Space Northern Properties Six, LLC
(“ESNP¢) 35% 10% 1,757 1,929
PRISA Self Storage LLC*PRISA") 17% 2% 13,393 13,824
PRISA 1l Self Storage LLC*PRISA II") 17% 2% 10,821 11,187
PRISA 1l Self Storage LLC*“PRISA 111I") 20% 5% 4,534 4,954
VRS Self Storage LLC*VRS") 20% 5% 4,547 4,740
WCOT Self Storage LLC*WCOT”) 20% 5% 5,287 5,052
Storage Portfolio |, LLC“SP ) 40% 25% 19,260 20,346
Storage Portfolio Bravo II“SPB II") 45% 20% 15,264 15,753
Other minority owned properties 1C-50% 10-50% 11,334 11,043
$ 88,11t $ 90,89¢

In these joint ventures, the Company and the jaénture partner generally receive a preferred nedurtheir invested capital. To the
extent that cash/profits in excess of these preflereturns are generated through operations otat@@insactions, the Company would recei
higher percentage of the excess cash/profits tsaquity interest.

During the first and second quarter 2004, the Rrestor held a minority investment in Extra Spacst BEme LLC (“ESE”). The
Predecessor acquired its joint venture partnetérést in ESE on May 4, 2004. Subsequent to theisitiqn of its partner’s joint venture
interest in ESE, the Company has consolidated rihygepties previously owned by ESE.

Equity in earnings of real estate ventures forytsgrs ended December 31, 2006, 2005, and 2004st®o$ithe following:

2006 2005 2004
Equity in earnings of ES\V $1,351 $1,177 $ 93t
Equity in earnings of ES — — 19
Equity in earnings of ESNF 166 135 3
Equity in earnings of PRIS, 528 265 —
Equity in earnings of PRISA 448 210 —
Equity in earnings of PRISA || 124 70 —
Equity in earnings of VR! 158 79 —
Equity in earnings of WCO' 151 68 —
Equity in earnings of SP 949 413 —
Equity in earnings of SPB 786 319 —
Equity in earnings of other minority owned propesti 32 440 430

$4,69° $3,17C $1,38i

Equity in earnings of SP | and SPB Il includesdh®ortization of the Company’s excess purchase pfiegproximately $22 million of
these equity investments over its original basie &xcess basis is amortized over 40 years.
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Combined, condensed unaudited financial informatibBSE, ESW, ESNPS, PRISA, PRISA II, PRISA lll, SRWCOT, SP | and SPB I
as of December 31, 2006 and 2005 and for the yated December 31, 2006, 2005, and 2004, follows:

December 31

Balance Sheets 2006 2005
Assets:

Net real estate ass¢ $2,142,97( $1,971,97.
Other 53,14( 77,037

$2,196,11( $2,049,00¢

Liabilities and membe’ equity:

Borrowings $ 522,79C $ 434,53¢
Other liabilities 52,77¢ 43,007
Members’ equity 1,620,54- 1,571,46:

$2,196,11( $2,049,00¢

Years ended December 3

Statements of Income 2006 2005 2004

Rents and other income $282,21: $157,55¢ $34,821
Expense: 210,22 99,211 13,112
Net income $ 71,99C $ 58,347 $21,70¢

Information (unaudited) related to the real estatetures’ debt at December 31, 2006 is set fortbvne

Current Debt
Loan Amount Interest Rate Maturity
ESW—Fixed $ 16,65( 4.59% July 201(
ESNP{—Fixed 34,50( 5.27% June 201
PRISA lll—Fixed 145,00( 4.97% August 201!
VRS—Fixed 52,10C 4.76%  August 201.
WCOT—Fixed 92,14( 4.76% August 201!
SPB I—Fixed 67,40 4.83% July 200¢
SP —Fixed 115,00( 4.62% April 2011
Other 84,13¢ various various

7. NOTES RECEIVABLE

Notes receivable relate to construction advanceS/shhad offered to certain franchisees. The notee wellateralized by the franchised
properties and had terms up to five years. Intqragients were generally due monthly on the nateiagl the first two years of the term, with
amortization of principal generally commencingtie third year based upon a 25-year schedule wéth#éfance due at the due date. The loans
bore interest based on a spread over the primeesiteate of 0.5% to 1.0%. Typically, advancesesented 70% - 90% of the anticipated cost
of the project.

Management periodically assessed historical paytmistdry, payment status, prevailing economic amsirtess conditions, specific loan
terms and other relevant factors to determine wérethy notes receivable should be placed on nomalcstatus or otherwise adjusted for
impairment. At December 31, 2006, all of these soéeeivable had been repaid.
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8. OTHER ASSETS

Other assets at December 31, 2006 and 2005 are aizenhas follows:

2006 2005
Equipment and fixtures $11,08: $ 9,38¢
Less: accumulated depreciati (6,564)  (4,977)
Deferred financing costs, n 10,511 12,151
Prepaid expenses and escrow dept 5,139 5,114
Accounts receivable, n 9,373 8,179
Investments in Trusi 3,590 3,590
Other 224 352

$33,35¢ $33,79¢

9. NOTES PAYABLE
Notes payable at December 31, 2006 and 2005 armatized as follows:

2006 2005

Mortgage and construction loans with banks beariteyest a
fixed rates between 4.65% and 7.50%. The loans are
collateralized by mortgages on real estate asgetshe
assignment of rents. Principal and interest paymard made
monthly with all outstanding principal and interdsie between
March 1, 2008 and September 1, 2C $743,511 $652,98(

Mortgage and construction loans with banks bedtogging
interest rates (including loans subject to interatd swaps)
based on LIBOR. Interest rates based on LIBOR ateden
LIBOR plus 0.66% (6.01% and 5.05% at December B062anc
December 31, 2005, respectively) and LIBOR plu$%7
(8.10% and 7.14% at December 31, 2006 and DeceBiher
2005, respectively). The loans are collateralizednbrtgages o
real estate assets and the assignment of rentsigdi and
interest payments are made monthly with all outfitam
principal and interest due between August 2, 20Qi7 a
October 31, 200¢ 85,07¢ 94,21:
$828,58¢ $747,19:

The following table summarizes the scheduled m@srof notes payable at December 31, 2006:

1/1/07- 12/31/07 $ 9,471
1/1/08- 12/31/08 12,31¢
1/1/09- 12/31/09 289,64+
1/1/10- 12/31/10 113,40(
1/1/11- 12/31/11 68,40(
Thereafter 335,35:

$828,58¢
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Real estate assets are pledged as collateraldarafes payable. The Company is subject to cemsinictive covenants relating to the
outstanding notes payable. The Company was in darmgd with all covenants at December 31, 2006.

In October 2004, the Company entered into a reviateeest rate swap agreement (“Swap Agreementlped $61,770 of 4.30% fixed
interest rate secured notes due in June 2009. WhideBwap Agreement, the Company will receiveriedeat a fixed rate of 4.30% and pay
interest at a variable rate equal to LIBOR plu$8%. The Swap Agreement matures at the same tienedtes are due. This Swap Agreement
is a fair value hedge, as defined by SFAS No. 488, the fair value of the Swap Agreement is reabeatean asset or liability, with an
offsetting adjustment to the carrying value of thkated note payable. Monthly variable interestrpagts are recognized as an increase or
decrease in interest expense.

The estimated fair value of the Swap Agreementeatdinber 31, 2006 and 2005 was reflected as anlah#ity of $1,925 and $2,151,
respectively. For the year ended December 31, #i66est expense has been increased by $802 aslaakthe Swap Agreement. For the y
ended December 31, 2005, interest expense hasédered by $70 as a result of the Swap Agreement.

10. NOTES PAYABLE TO TRUSTS

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

During May 2005, ESS Statutory Trust Il (the “Trii8}, a newly formed Delaware statutory trust amd/holly-owned, unconsolidated
subsidiary of the Operating Partnership of the Camypissued an aggregate of $41.0 million of prefésecurities which mature on June 30,
2035. In addition, the Trust Il issued 1,269 of Sircommon securities to the Operating Partnersrip purchase price of $1.3 million. On
May 24, 2005, the proceeds from the sale of thtemerd and common securities of $42.3 million wleaned in the form of a note to the
Operating Partnership (“Note 2'Mote 2 has a fixed rate of 6.67% through June B@02and then will be payable at a variable rateabtp the
three-month LIBOR plus 2.40% per annum. The intesasdNote 2, payable quarterly, will be used byThnest Il to pay dividends on the trust
preferred securities. The trust preferred secgriti@y be redeemed by the Trust with no prepaymentipm after June 30, 2010.

During April 2005, ESS Statutory Trust | (the “Tt)sa newly formed Delaware statutory trust anatelly-owned, unconsolidated
subsidiary of the Operating Partnership of the Camypssued an aggregate of $35.0 million of trusfgired securities which mature on
June 30, 2035. In addition, the Trust issued 1¢@f8R&ust common securities to the Operating Pastniprfor a purchase price of $1.1 million.
On April 8, 2005, the proceeds from the sale oftthst preferred and common securities of $36.lianilvere loaned in the form of a note to
the Operating Partnership (the “Note”). The Note aaariable rate equal to the three-month LIBOR [@.25% per annum. The interest on the
Note, payable quarterly, will be used by the Ttogtay dividends on the trust preferred securifié® trust preferred securities may
redeemed by the Trust with no prepayment premiuer dfine 30, 2010.
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Under FIN 46R, Trust, Trust Il and Trust Il areB4 that are not consolidated because the Compamot the primary beneficiary. A debt
obligation has been recorded in the form of nogediscussed above for the proceeds, which are tovibe Trust, Trust I, and Trust 11l by the
Company.

11. LINE OF CREDIT

The Company, as guarantor, and its Operating Rattipehave entered into a $100.0 million revolviimg of credit, which includes a
$10.0 million swingline sub-facility (the “CreditEility”).

The Credit Facility has an interest rate of 1759psints over LIBOR (7.10% and 6.14% at Decemlgr2B06 and 2005, respectively).
The Operating Partnership intends to use the pdscekthe Credit Facility for general corporategmsges. As of December 31, 2006, the Cr
Facility had approximately $81.0 million of capgditased on the assets collateralizing the Credilifya The outstanding principal balance on
the line of credit at December 31, 2006 and 2008 $¢a The maturity date on the line of credit ipt8mber 2007. The Credit Facility is
collateralized by mortgages on certain real estasets.

12. PUTABLE PREFERRED INTERESTS IN CONSOLIDATED JOINT V ENTURES AND OTHER MINORITY INTERESTS

On August 17, 2004, the Company purchased its j@nture partner’s 49.5% interest in Extra Spacpé@ties Three, LLC. Prior to the
purchase of its joint venture partner’s interds, Predecessor owned a 50.5% interest in ExtraeSpaperties Three, LLC. This arrangement
provided for a preferred return of 12% on certaipital provided by both the Predecessor and tim y@inture partner, and thereafter returns
were split based upon percentage residual interests

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

Prior to the buyout of the Predecessor’s joint uenpartners (entities controlled by Equibase Mitsrehouse), the Predecessor and/or a
significant unit holder provided certain financgalarantees to the secured lender (generally prayitir performance under the loan, including
principal and interest payments), or to supportitaright on a portion of the joint venture partrseriterest after a fixed period (generally either
three or five years), that effectively provided &return on and of the preferred portion of timhestment. In addition, after a fixed period
(generally either three or five years), the joiahture had the right to redeem the preferred dagtiten amount equal to its unreturned
contribution plus any accrued preferred return. tUprercise of the put or call on the preferrediporof their investment, the joint venture
investors would continue to hold their residualiggimterests. As a result of the put rights andrguntees, the Predecessor consolidated the
properties and related debt until the put right$ gmarantees were satisfied or have expired. Taméial guarantees to the secured lender
would generally expire upon satisfaction of thetedl loan at maturity or refinancing. The put righihd related guarantees had no stated
maturity and would only expire upon exercise ootlgh redemption of the preferred interests thraaghpital event.

On August 17, 2004, the Company completed the aitogui of joint venture interests held by Equibd4iei Warehouse and its affiliates
in seven joint ventures, which owned an aggregb8® celf-storage properties, for an aggregatgpfaximately $35,800 in cash and 114,928
OP units issued by the Operating Partnership vaduiéd ,437.
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Upon completion of the Offering, the Company wdseased from all puts and guarantees relating toghmaining Equibase joint ventur
These guarantees and puts were transferred to Egtree Development and a stockholder of the Compssgordingly, these properties were
deconsolidated as of August 17, 2004. The operagéisglts through August 16, 2004 relating to thepprties that were deconsolidated are
included in the consolidated statements of opanatio

During the year ended December 31, 2004, the Coynpediected interest expense on the putable pedanterests of $4,227, including
amortization of discounts ascribed at issuancel@@43. No interest expense related to putable pesfénterests was recorded during the years
ended December 31, 2006 or 2005.

13. OTHER LIABILITIES

Other liabilities at December 31, 2006 and 2005saramarized as follows:

2006 2005
Deferred rental income $ 9,224 $ 7,322
Accrued interes 3,990 3,413
Accrued taxes and security depo: 2,847 1,618
Fair value of interest rate sw 1,925 2,151
SUSA lease obligation liabilit 2,838 3,068
Property insurance payat 3,123 2,299
Other liabilities 8,151 3,914

$32,09¢ $23,78¢

As a result of the acquisition of SUSA in 2005, @@mpany recorded restructuring liabilities of 886elating to the assumption of a
lease for a facility that will no longer be usedtie Companys operations and $2,441 for severance costs refatedminated employees of t
prior business.

The following table sets forth the restructuringhdaty during the year ended December 31, 2006:

Accrued Accrued
restructuring restructuring
liabilities at liabilities at
December 31 December 31
2005 Cash Paid Adjustments 2006
Facility exit costs $3,06¢ $ (230) $ — $2,83¢
Severance costs 380 (1,547) 1,167 —
Total $3,44¢ $(1,777) $1,167 $2,83¢
Allocated to:
Continuing operation $3,44¢ $(1,777) $1,671 $2,83¢
Discontinued operations — — — —
$3,44¢ $(1,777) $1,167 $2,83¢

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

The Company provides management and developmaritagifor certain joint ventures, franchise, thpatty and other related party
properties. Management agreements provide gendoalipanagement fees of 6% of gross rental revefordee management of operations at
the self-storage facilities. The Company earns lkdgveent fees of 4%-6% of budgeted costs on devedopah projects and acquisition fees of
1% of the gross purchase price or the completets edslevelopment of acquired properties. As diseddn Note 5, the Company has
purchased self-storage properties from relatedgsaaind affiliated entities.
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Management fee revenue for related party and atfiti real estate joint ventures for the years eidegmber 31, 2006, 2005 and 2004 is

summarized as follows:

Entity Type 2006 2005 2004
ESE Affiliated real estate joint venturt $ — $ — $ 95
ESW Affiliated real estate joint venture 413 374 511
ESNPS Affiliated real estate joint venturs 422 397 382
PRISA Affiliated real estate joint venture 5,057 2,391 —
PRISA I Affiliated real estate joint venture 4,081 1,913 —
PRISA I Affiliated real estate joint venture 1,843 871 —
VRS Affiliated real estate joint venturs 1,118 514 —
WCOT Affiliated real estate joint venture 1,464 688 —
SP | Affiliated real estate joint venturs 1,221 548 —
SPB I Affiliated real estate joint venture 1,032 477 —
ESD Related part 518 292 26
Franchisees, third parties and ot 3,714 2,185 637
$20,88: $10,65( $1,651

Acquisition and development fee revenue for relggdy and affiliated real estate joint venturestfe years ended December 31, 2006,

2005 and 2004 is summarized as follows:

Entity Type 2006 2005 2004
ESW Affiliated real estate joint venturt $— $— $ 161
Everest  Affiliated real estate joint venture 114 260 235
Yancy Affiliated real estate joint venture 49 444 —
ESD Related part: 109 288 804
$272 $992 $1,20C

During the year ended December 31, 2004, managdeeekpense of $2,775 was recorded for serviasged to support the
Company’s and the Predecessor’s self-storagetfasiby Extra Space Management, Inc. (“ESMI”), gpowation that shared common
ownership with the Predecessor, including stoclkérsldvho were officers of the Predecessor. Undsrapieement, ESMI provided employees
who supported the operations of existing self-gteffacilities and the acquisition and developmdmtewv self-storage facilities by the
Predecessor. On March 31, 2004, the Predecessdrgsed all of the outstanding common stock of Efilits net book value of $184. ESMI
had equipment and fixtures of $256, other asse$386 and liabilities of $808.

Receivables from related parties and affiliated estate joint ventures balances as of Decembe2(16 and 2005 are summarized as

follows:

Receivables
Development fee
Other receivables from properti

Receivables from Prudential relating to SUSA adtjais —

2006 2005
$ 2,635 $ 2,552
13,247 16,418
4,713
$15,88( $23,68¢

Development fees receivable consist of amountdalugevelopment services from third parties andomsolidated joint ventures. Other
receivables from properties consist of amountsfduexpenses paid on behalf of the propertiesttt@Company manages and management
fees. Receivables from Prudential relating to SW84uisition represented amounts receivable fromdéiial for general and
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administrative expenses, severance paid, and éegmmses paid relating to the SUSA acquisition. Tampany believes that all of these
related party and affiliated real estate joint veatreceivables are fully collectible. The Compdogs not have any payables to related parties
at December 31, 2006 and 2005.

On January 1, 2004, the Predecessor distributesdjitdy ownership in Extra Space Development LLESD”), a consolidated subsidiary,
to its Class A members. ESD owned 13 early-stageldpment properties, two parcels of undevelopad,land a note receivable. The net
book value of the distributed properties and relditbilities was approximately $15,000. The Prexsor retained a receivable of $6,212 from
ESD and recorded a net distribution of $9,000.épt8mber 2004, ESD repaid the amounts due the Ggmysang funds obtained through n
loans on unencumbered properties. The Predecessoraguired to continue consolidating certain prigedue to financial guarantees.
Concurrent with the initial public offering, the @pany was released from all guarantees, and theegies were deconsolidated as of
August 16, 2004.

The Company has determined that it has a variakgedst in properties in which ESD owns or haswanesship interest. The Company
does not have an equity investment or interestjtandot the primary beneficiary. This variabhdrest is a result of management and
development contracts that are held by the CompHEmg.variable interest is limited to the managenaerwt development fees and there is not
any additional loss that can be attributed to thenGany. The Company has determined that it ishptimary beneficiary in these
agreements. Accordingly, these properties havdeen consolidated subsequent to August 16, 2004.

On January 1, 2004, the Predecessor distribute®4t#93 (including accrued interest of $438) netzivable from Centershift, related
party software service provider, which is partiaiyned by a certain director and members of manageof the Company, to its Class A
members. Effective January 1, 2004, the Comparsgredtnto a license agreement with Centershift twsiecures a perpetual right for
continued use of STORE (the site management sadtwsed at all sites operated by the Company) iasplécts of the Company’s property
acquisition, development, redevelopment and op®raliactivities. During the years ended DecembefB@6, 2005 and 2004, the Company
paid Centershift $824, $739 and $441, respectivelgting to the purchase of software and to lieeagreements.

15. MINORITY INTEREST IN OPERATING PARTNERSHIP

The Company’s interest in its properties is heldtigh the Operating Partnership. ESS Holding Bisirieust |, a wholly-owned
subsidiary of the Company, is the sole generahpanf the Operating Partnership. The Company tihdeSS Business Trust I, a wholly-
owned subsidiary of the Company, is also a limgadner of the Operating Partnership. Betweendtgegal partner and limited partner
interests, the Company held a 94.40% majority oglmiprinterest therein as of December 31, 2006.réhmining ownership interests in the
Operating Partnership of 5.60% are held by ceftaimer owners of assets acquired by the OperatarthErship, which include a director and
officers of the Company. The Company and Operd®agnership were formed to continue to operateexipdnd the business of the
Predecessor.

The minority interest in the Operating Partnerskipresents OP units that are not owned by the Coynpa conjunction with the
formation of the Company and as a result of subsetitacquisitions, certain persons and entitiesritirting interests in properties to the
Operating Partnership received limited partnersinits. Limited partners who received OP units ia fibrmation transactions have the right to
require the Operating Partnership to redeem paall @f their OP units for cash based upon therfarket value of an equivalent number of
shares of common stock at the time of the redemp#Adernatively, the Company may, at its optiolecé to acquire those OP units in exche
for shares of its common stock on a one-for-onésbaabject to anti-dilution adjustments providadtie Operating Partnership agreement.
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During September 2006, the Company issued 182,§@8afing Partnership units valued at $3.1 millierwdnjunction with the acquisitit
of a property in Rockville, Maryland. During Julp@5, 200,000 Operating Partnership units were raéddn exchange for common stock. As
of December 31, 2006, the Operating Partnershig3t@B,615 and 200,046 OP units and CCUs outstgndiéspectively.

On July 14, 2005, the Company issued 1,470,149 walued at $21.6 million in conjunction withetSUSA acquisition. On
September 9, 2005 and November 2, 2005, 350,0086@000 OP units were redeemed in exchange for aomstock, respectively.

Unlike the OP units, CCUs do not carry any votiigits. Upon the achievement of certain performahpesholds relating to 14 early-
stage leasep properties, all or a portion of the CCUs willdgomatically converted into OP Units. Initialgach CCU will be convertible or
one-for-one basis into OP Units, subject to custyraati-dilution adjustments. Beginning with theagier ended March 31, 2006, and ending
with the quarter ending December 31, 2008, the Gomgalculates the net operating income from theviidlly-owned early-stage lease-up
properties over the 12-month period ending in spuddrter. Within 35 days following the end of eaciader referred to above, some or all of
the CCUs will be converted so that the total petaga (not to exceed 100%) of CCUs issued in coioreuatith the formation transactions that
have been converted to OP units will be equal égptrcentage determined by dividing the net opegaticome for such period in excess of
$5.1 million by $4.6 million. If any CCU remains eaonverted through the calculation made in respkettten12-month period ending
December 31, 2008, such outstanding CCUs will meeied.

While any CCUs remain outstanding, a majority & @ompanys independent directors must review and approve¢heperating incon
calculation for each measurement period and alsst approve the sale of any of the 14 wholly-ownadyestage lease-up properties.

No CCUs had been converted as of December 31, B¥¥&d on the performance of the properties asoeMber 31, 2006, 2,693 CCUs
became eligible for conversion. The board of doesapproved the conversion of these CCUs on Feply£007 as per the Company’s
Articles of Incorporation, and the units were isto@ February 5, 2007.

16. REDEEMABLE MINORITY INTEREST—FIDELITY

Through December 31, 2003, the Predecessor, thughsolidated subsidiary, Extra Space Propdftes, LLC, had received net cash
proceeds of $14,156 (net of transaction costs gf(R) from FREAM No. 39, LLC and Fidelity Pensionrfé Real Estate Investments
(collectively, “Fidelity”). The Predecessor was aating the discount related to the transactionscoser the five-year period ended
November 25, 2006, the first date the investmers redeemable by Fidelit

This investment earned a 22% preferred return,loéfv9% was payable quarterly with the remaindgmapée upon redemption. The
earliest date at which the investment could beidewéhout penalty at the option of the Predecesgms November 25, 2004. The investment
was redeemable November 25, 2006 at the optiondedity.

On September 9, 2004, the Operating Partnershipleted its acquisition of the preferred equity iet held by Fidelity in Extra Space
Properties Four LLC. This interest was acquiredafmproximately $21,530 in cash, which includedgheferred return through November 25,
2004. The Company recorded a loss on early redempfi$1,478.
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17. STOCKHOLDERS’' AND MEMBERS’ EQUITY
Stockholders’ Equity

On September 25, 2006, the Company closed a pedoticnon stock offering of 12,075,000 shares at &riofy price of $17.00 per share,
for aggregate gross proceeds of $205,275. Trawsectists were $10,374, resulting in net proceedi 84,901.

On December 9, 2005, the Company closed a pubficyamn stock offering of 13,800,000 shares at arrioffeprice of $14.57 per share,
for aggregate gross proceeds of $201.1 millionn3aation costs were $10.9 million, resulting in petceeds of $190.2 million. The proceeds
were used to repay outstanding bridge and otheslaad for general corporate purposes, includingntial acquisitions and debt repayment.

On June 20, 2005, the Company completed a privatement of 6,200,000 shares of its common stoek aiffering price of $13.47 per
share, for aggregate gross proceeds of $83.5 millicansaction costs were $2.2 million, resultingét proceeds of $81.3 million. The shares
were issued pursuant to an exemption from the tragjisn requirements of Section 5 of the Securifiesof 1933, as amended. Pursuant to the
terms of the registration rights agreement, the Gamy filed a registration statement covering therefi on September 22, 2005. The
registration statement was deemed effective on hdvee 14, 2005.

The Company’s charter provides that it can issusW®00,000,000 shares of common stock, $0.01 glaevper share, 4,100,000 CCSs,
$.01 par value per share, and 50,000,000 shamefered stock, $0.01 par value per share. Asenfenber 31, 2006, 64,167,098 shares of
common stock were issued and outstanding, 3,888&%3s were issued and outstanding and no shapesfefred stock were issued or
outstanding.

All stockholders of the Company’s common stockemétled to receive dividends and to one vote dmaltters submitted to a vote of
stockholders. The transfer agent and registratti®iCompany’s common stock is American Stock Tien&fTrust Company.

Unlike the Company’s shares of common stock, CGSsat carry any voting rights. Upon the achievenwrdertain performance
thresholds relating to 14 early-stage lease-upaotigs, all or a portion of the CCSs will be autdicedly 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 qearftnded March 31, 2006, and ending with the quartding December 31, 2008, the
Company calculates the net operating income frailthwholly-owned early-stage lease-up properties the 12month period ending in su
qguarter. Within 35 days following the end of eactader referred to above, some or all of the CCiide converted so that the total
percentage (not to exceed 100%) of CCSs issueghninection with the formation transactions that hb@en converted to common stock will
be equal to the percentage determined by dividiegiet operating income for such period in excé$6d million by $4.6 million. If any CC
remains unconverted through the calculation madespect of the 12-month period ending Decembe2B08, such outstanding CCSs will be
cancelled and restored to the status of authobmé¢dnissued shares of common stock.

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

No CCSs had been converted as of December 31, B@3eéd on the performance of the properties aseoéBber 31, 2006, 52,349 CCSs
became eligible for conversion. The board of doesctipproved the conversion of these CCSs on Febtu2007 as per the Company’s
Articles of Incorporation, and the shares wereasson February 5, 2007.
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Members' Equity

Members’ profits, losses and distributions of thed@cessor were allocated in accordance with thestef the Predecessor’s operating
agreement, as amended. Member unit holders inclodgdbers of management. Member interests wereathiitto four classes of units.

Class A units were common units with voting rigatel no par value. There were also non-voting Glassits held by certain employees.
During April 2004, the Predecessor granted 4,018@I&ss A Units, valued at $0.30 per unit, to deréanployees, resulting in a compensation
charge of $1,205. All Class A units were redeentecbaverted to common stock as of August 17, 2@@4eaoption of the holder.

Class B units were preferred units with a par vaiu®1.00. These units were non-convertible, moting and earned a 9% preferred re
(non-compounding) with no current dividend paideT™% preferred return was paid based upon avaifahtis, including upon liquidation or
termination. All Class B units were redeemed oneoted to common stock as of August 17, 2004 abtiten of the holder.

Class C units were preferred units with a par valiu®1.00. These units were non-convertible, moting and earned a 9% preferred re
with current dividends paid quarterly. All Classu@its were redeemed or converted to common stook Aagust 17, 2004 at the option of the
holder.

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

Class B, C and E units did not participate in thstrithution of profits after payment of the prefedrreturn.

18. STOCK-BASED COMPENSATION

As of December 31, 2006, the Company had autho828@0,000 shares of common stock for issuancerthdeCompany’s two stock
compensation plans: (1) the 2004 Long-Term IncenBempensation Plan, and (2) the 2004 Non-Empl®petors’ Share Plan.

Under the terms of the Plans, the exercise pri@nafption shall be determined by the Compensallominating and Governance
Committee and reflected in the applicable awaréagient. All option grants have been issued atitieedfay average close price prior to the
date of the grant. Each option will be exercisatfter the period or periods specified in the anagteement (typically four years), which will
generally not exceed 10 years from the date oftg@ptions will be exercisable at such times artgextt to such terms as determined by the
Compensation, Nominating and Governance Commitigteiinder no circumstances may be exercised if syetrise would cause a violation
of the ownership limit in the Company’s charter.léfs otherwise determined by the Compensation, Natinig and Governance Committee at
the time of grant, such stock options shall vetsthiy over a four-year period beginning on the adtgrant.

Also as defined under the terms of the Plans,icéstr stock grants may be awarded. The stock geartsubject to a performance or
vesting period over which the restrictions arestifand the stock certificates are given to thetgerDuring the performance or vesting period,
the grantee is not permitted to sell, transferdgée encumber or assign shares of restricted g@eited under the plan, however, has the al
to vote the shares and receive the dividends paitti®@shares. The forfeiture and transfer restrictin the shares lapse over a two to four year
period beginning on the date of grant.
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Option Grants to Employees

As of December 31, 2006, 5,143,286 shares werdadlaifor issuance under the 2004 Long-Term Ingeniompensation Plan. A
summary of stock option activity for the years eshlecember 31, 2006, 2005 and 2004 is as follows:

Weighted Weighted Average  Aggregate Intrinsic
Average Exercise Remaining Value as of
Options Number of Shares Price Contractual Life December 31, 200!
Outstanding at January 1, 20 — $ 0.00
Grantec 1,680,00( 12.5C
Forfeited (112,000 12.5C
Outstanding at December 31, 2004 1,568,00( 12.5C
Grantec 1,659,04¢ 15.17
Exercisec (35,65)) 12.5C
Forfeited (144,879 13.6€
Outstanding at December 31, 2005 3,046,52: 13.8¢
Grantec 161,91« 15.4¢&
Exercisec (259,700 13.11
Forfeited (384,179 14.92
Outstanding at December 31, 2( 2,564 ,56! $13.92 8.0C $11,140,08!
Vested and Expected to Vest 2,321,34¢ $13.87 0.85 $10,184,74.
Ending Exercisabl 797,217 $13.42 7.82 $ 3,849,06:

The weighted average fair value of stock optiorstgd in 2006, 2005 and 2004 was $1.78, $1.25 afi®$respectively. The fair value
of each option grant is estimated on the date afitgusing the Black-Scholes option-pricing modehwie following weighted average
assumptions for 2006, 2005 and 2004

2006 2005 2004
Expected volatility 24% 21% 22%
Dividend yield 5.5% 6.9% 7.3%
Risk-free interest rat 4.7% 3.7% 3.5%
Average expected term (yea 5 5 5

A summary of stock options outstanding and exebtésas of December 31, 2006 is as follows:

Options Outstanding Options Exercisable
Weighted Average
Remaining Weighted Average Weighted Average
Range of Exercise Price Shares Contractual Life Exercise Price Shares Exercise Price
12.50- 13.50 1,286,89¢ 7.65 $12.52 536,27 $12.51
13.51- 14.50 179,00( 8.47 14.0t 34,62¢ 14.0¢
14.51- 15.50 293,12t 8.8t 15.04 42,00(¢ 14.9¢
15.51- 16.50 773,62¢ 8.0¢ 15.65 184,31¢ 15.64
16.51- 17.50 31,914 9.27 16.7C — —
2,564,56! 8.0C $13.92 797,21 $13.45

Total compensation expense of $798 was recordatinglto outstanding options for the year endededzer 31, 2006. The total
compensation cost related to non-vested stock mptiot yet recognized was approximately $1.8 nnildod the weighted-average period over
which the total compensation cost
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related to non-vested stock options is expectdibtrealized is 2.22 years. Total cash received@@62elated to option exercises was $934.

The following pro-forma information as required 8%¥AS No. 148, “Accounting for Stock-Based CompensaTransition and
Disclosure, an amendment of FASB Statement No.”i12presented for comparative purposes and ikist the effect on net loss and net loss
per common share for the years ended Decembel0Bb, &hd 2004, as if the Company had applied tmes&hile recognition provisions of
SFAS No. 123 to stock-based employee compensationtp January 1, 2006:

Year ended
December 31
2005 2004
Net loss attributable to common stockholders asnted $(4,96€) $(25,699¢)
Add: Stock-based compensation expense includegpiorted net loss attributable to
common stockholdet 601 —
Deduct: Stoc-based compensation expense determined under faé reethod for al
awards (1,263) (129)
Pro forma net los $(5,62€) $(25,827)
Loss per common sha
Basic and dilute—as reportel $ (0.14) $ (1.68)
Basic and dilute—pro forma $ (0.16) $ (1.69

Common Stock Granted to Employees and Directors

Throughout 2006 and in July 2005, the Company gthB0,300 and 190,000 shares respectively of comatomk to certain employees,
without monetary consideration under the Compa89®4 Long-Term Incentive Compensation Plan.

On May 15, 2006, the Company’s Board of Directgpraved the issuance of 12,000 shares of commahk stithout monetary
consideration under the Company’s 2004 Non-Empld@jieectors’ Share Plan to certain of its directfinsservices performed.

The Company recorded $927 of expense in generahdmihistrative expense in its statement of openatrelated to outstanding share
common stock granted to employees and directorhéoyear ended December 31, 2006. For the yeadebdcember 31, 2005, the Company
recorded $601 of expense in general and adminigraekpense related to outstanding shares of constomk granted to employees.

The fair value of common stock awards is determinesked on the closing trading price of the Compangimmon stock on the grant d:
A summary of the Company’s employee and directarssigrant activity for the years ended DecembePB@6 and 2005 is as follows:

Weighted-

Average Grant-

Restricted Stock Grants Shares Date Fair Value
Unreleased at January 1, 2( — $ —
Granted 190,00( 15.6€
Release( (16,250 15.6€
Unreleased at December 31, 2005 173,75( 15.6€
Granted 62,30( 16.4Z
Release (46,250 15.6€
Cancelled (33,500 15.71
Unreleased at December 31, 2( 156,30( $15.94
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19.EMPLOYEE BENEFIT PLAN

The Company has a retirement savings plan undéin8et01(k) of the Internal Revenue Code under Wigiligible employees can
contribute up to 15% of their annual salary, subje@ statutory prescribed annual limit. For 200& Company made matching contributions
to the plan of $772 based on 100% of the first 3 @p to 50% of the next 2% of an employee’s corapton.

20. GAIN ON SALE OF REAL ESTATE ASSETS

On January 30, 2006, the Company sold an excesslmdrvacant land in Lanham, Pennsylvania fobdsk value of $728. There was no
gain or loss recognized on the sale.

On August 12, 2004, the Predecessor sold its ntinequity interest in a storage facility in Lagud#ls, California to its joint venture
partner for cash of $1,490 and repayment of a $2r8xted party payable for a total of $3,490, itesyin a gain of $1,920.

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

80




21.SEGMENT INFORMATION

The Company operates in two distinct segmentsprdperty management and development and (2) reptahtions. Financial
information for the Company’s business segmentseatréorth below:

For the Year Ended December 31

2006 2005 2004
Statement of Operations
Total revenue
Property management and developn $ 26,271 $ 14,08 $ 3,064
Rental operation 170,99: 120,64( 62,65¢€
$ 197,26¢ $ 134,72¢ $ 65,72C
Operating expenses, including depreciation and &ration
Property management and developn $ 39,0568 $ 25,762 $ 13,51¢
Rental operations 98,557 76,612 41,30
$ 137,61 $ 102,37« $ 54,827

Income (loss) before interest, minority interestpity in earnings of
real estate ventures and gain on sale of reakeasset
Property management and developn $ (12,784
Rental operations 72,43¢€
$ 59,652

(11,674
44,02¢
32,35/

(20,45%)
21,352
10,89¢

Interest expens
Property management and developn
Rental operations (50,129 (41,639 31,68¢

$
$ (50,959 §$ (42,549 32,01¢
$

Interest incomt
Property management and developn

Minority interes—Operating Partnership and ott

$ $
$ $
(8299 $ (911) $ 329
$ $
$ $

2,46¢ 1,62¢ 251

Property management and development $ (985 $ 434 $ (733)
Gain on sale of real estate as

Property management and development $ — 3 — $ 1,74¢
Equity in earnings of real estate ventu

Rental operation $ 469 $ 317C $ 1,387
Net income (loss

Property management and developn $ (12,129 $ (10,52¢) $ (9,517)

Rental operations 27,008 5,56C (8,945

$ 1487¢ $ (4,966) $ (18,467)

Depreciation and amortization expel

Property management and developn $ 858 $ 356 $ 315

Rental operation 36,314 30,64¢ 15,237

$ 37,172 $ 31,008 $ 15,557

Statement of Cash Flow:
Acquisition of real estate assi

Property management and developn $(174,305 $ (79,227) $(245,71))
Acquisition of Storage US,

Property management and developn $ —  $(530,97) $ —
Development and construction of real estate a

Property management and developn $ (34,782 $ (20,204 $ (19,487)

81




Balance Shee December 31, 200! December 31, 200!
Investment in real estate ventu

Rental operation $ 88,11F $ 90,89¢

Total asset
Property management and developn $ 223,40: $ 179,77(
Property operation 1,446,42: 1,240,42:
$1,669,82! $1,420,19.

22. COMMITMENTS AND CONTINGENCIES

The Company has an operating lease on its corpoffites and owns nine self-storage facilities tia subject to ground leases. At
December 31, 2006, future minimum rental paymentieuthese non-cancelable operating leases acd@sd:

2007 $ 4,634
2008 4,459
2009 4,342
2010 4,266
2011 3,597
Thereaftel 20,631

$41,92¢

The monthly rental amount for one of the groundésais the greater of a minimum amount or a peagentf gross monthly receipts. The
Company recorded rent expense of $2,641, $2,5@M$8/832 related to these leases in the years dbeleeimber 31, 2006, 2005 and 2004,
respectively.

The Company has guaranteed two construction laansniconsolidated partnerships that own developipergerties in Baltimore,
Maryland, and Chicago, lllinois. These properties @avned by joint ventures in which the Company 1% equity interests. These guaran
were entered into in November 2004 and July 208pectively. At December 31, 2006, the total amofiguaranteed mortgage debt relating
to these joint ventures was $13,022 (unaudited@s&mortgage loans mature December 1, 2007 an@8uB008, respectively. If the joint
ventures default on the loans, the Company mayiwed to repay the loans. Repossessing and/angétle self-storage facilities and land that
collateralize the loans could provide funds suéfittito reimburse the Company. The estimated faiketaalue of the encumbered assets at
December 31, 2006 is $16,656 (unaudited). The Cagnpas recorded no liability in relation to thisagantee as of December 31, 2006. The
fair value of the guarantee is not material. Ted#te joint ventures have not defaulted on th@irtgage debt. The Company believes the risk
of having to perform on the guarantee is remote.

The Company has been involved in routine litiga@oising in the ordinary course of business. ABDetember 31, 2006, the Company is
not presently involved in any material litigatioarnto its knowledge, is any material litigatiomehtened against its properties.
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23.SUPPLEMENTARY QUARTERLY FINANCIAL DATA (UNAUDITED)

Three months endec

March 31, June 30, September 30 December 31
2006 2006 2006 2006

Total revenues $45,37C $48,531 $51,18¢ $52,17¢
Total expense $34,21¢  $33,66¢F $34,661 $35,07:
Net income $ 738 $ 3,097 $ 4,307 $ 6,73¢
Net income attributable to common stockholc $ 738 $ 3,097 $ 4,307 $ 6,73¢
Net incom+—Dbasic $ 001 $ 0.06 $ 0.08 $ 0.11
Net incom«——diluted $ 001 $ 0.06 $ 0.07 $ 0.1C

Three months endec

March 31, June 30, September 30 December 31
2005 2005 2005 2005
Total revenue $22,90¢  $24,551 $42,34¢ $44,92:
Total expenses $17,692  $18,74: $33,01¢ $32,92¢
Net loss $ (6400 $(1,220 $ (2,859 $ (247
Net loss attributable to common stockholc $ (640) $ (1,220 $ (2,859 $ (247)
Net los—basic and diluted $ (002) $ (0.0 $ (0.08 $ (0.00)

24. SUBSEQUENT EVENTS

On January 11, 2007, the Company purchased onsteedfge facility located in Maryland from an umteld franchisee for cash of
$14,297.

On January 5, 2007, the Company purchased onstse#fge facility located in Tennessee from an ateel franchisee for cash of $3,607.
On January 2, 2007, the Company purchased onstsetfge facility located in Arizona from a relajetht venture for cash of $4,299.
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Extra Space Storage Inc.
Schedule 111
Real Estate and Accumulated Depreciation
(Dollars in thousands)

Gross carrying amount at

Buildingand  Land costs  Building costs December 31, 200! Date acquired
Land improvements  subsequeni  subsequeni Land Building Building and Accumulated or development

Property Name State __Debt initial cost _initial cost _ to acquisition to acquisition Adjustment Notes Adjustment Notes _ Land improvements Total depreciation __completed
Mesa AZ $1507 $ 84¢ $ 2,547 $— $ 28 $ — $ — $ 849 $ 257t $ 3,42 $ 16C Aug-04
Phoenix AZ 7,40C 1,441 7,982 — 88 — — 1,441 8,07C 9,511 311 Jul-05
Peoria AZ 3,691 652 — — 4,09¢ — — 652 4,09¢ 4,751 55 Apr-06
Phoenix AZ — 552 3,53C — 7 — — 552 3,537 4,088 48 Jur-06
Casitas CA 449¢ 1431 2,976 — 23 180 (a) 374 (a) 1,611 3,372 4,984 545  Mar-00
Oakland CA 4,382 — 3,777 — 130 — 494 (a) — 4,401 4,401 729 Apr-00
Inglewood CA 4,342 1,37¢ 3,343 — 203 150 (a) 377 (a) 1,52¢ 3,928 5,452 635 Aug-00
Burbank CA 863C 3,19¢ 5,082 — 103 419 (a) 672 (a) 3,61¢€ 5,857 9,475 908  Aug-00
Pico Rivers CA 4,513 1,15C 3,45C — 20 — — 1,15C 3,47C 4,62C 453 Aug-00
Stockton CA 3,24C 649 3,272 — 30 — — 649 3,302 3,951 396 May-02
Whittier CA 2,544 — 2,985 — 8 — — — 2,992 2,993 346 Jur-02
Fontane CA  3,44C 961 3,84€ — 59 39 (a) 158 (a) 1,00C 4,062 5,063 440  Sep-02
Tracy D CA — 778 2,638 — 38 133 (a) 447 (a) 911 3,128 4,034 273 Jul-03
Fontane CA —  1,24€ 3,356 — 97 54 (a) 146 (a) 1,30C 3,59¢ 4,899 292  Oct03
Manteca CA 3,777 848 2,543 — 34 — — 848 2,577 3,425 200 Jar-04
Tracy A CA — 946 1,937 — 10 — — 946 1,947 2,893 183 Apr-04
Claremont CA 2,624 1,472 2,012 — 16 — — 1,472 2,02¢ 3,50C 135 Jur-04
San Bernardin CA 3,37¢€ 1,21% 3,061 — 40 — — 1,213 3,101 4,314 206 Jur-04
Torrance CA 6,96C 3,71C 6,271 — 90 — — 3,71C 6,361 10,071 430 Jur-04
Livermore CA 4,92C 1,134 4,615 — 9 — — 1,134 4,624 5,758 307 Jur-04
Richmond CA 4,69€ 953 4,635 — 124 — — 953 4,75¢ 5,712 315 Jur-04
Hawthorne CA 3,84C 1,532 3,871 — 71 — — 1,532 3,942 5,474 268 Jur-04
Glendale CA 4,48C — 6,084 — 45 — — — 6,12¢ 6,12¢ 408 Jur-04
Riverside CA 2,681 1,07% 4,042 — 114 — — 1,07¢ 4,15€ 5,231 252 Aug-04
Sherman Oak CA 17,20< 4,051 12,152 — 70 — — 4,051 12,222 16,27< 716 Aug-04
Venice CA 7,122 2,802 8,41C — 33 — — 2,803 8,443 11,24¢ 496 Aug-04
Palmdale CA — 1,22¢ 5,37¢ — 65 — — 1,225 5,444 6,66¢ 271 Jar-05
Marina Del Rey CA 18,40C 4,24¢ 23,54¢ — 126 — — 4,248 23,67¢ 27,92¢ 867 Jul-05
Watsonville CA 3,40C 1,69¢ 3,05€ — 78 — — 1,69¢ 3,134 4,832 116 Jul-05
Hemet CA 5,30C 1,14€ 6,36¢ — 60 — — 1,14€ 6,42¢ 7,575 240 Jul-05
Chatswortt CA 11,20C 3,594 11,16¢€ — 296 — — 3,594 11,462 15,05¢€ 427 Jul-05
Sacrament CA 4,20C 852 4,72C — 201 — — 852 4,921 5,773 183 Jul-05
Long Beact CA 6,20C 1,40Z 7,595 — 219 — — 1,402 7,814 9,217 288 Jul-05
N Highlands CA 2,20C 696 2,80€ — 358 — — 696 3,164 3,86C 123 Jul-05
Oceanside CA 9,70C 3,241 11,361 — 184 — — 3,241 11,54¢ 14,78¢ 427 Jul-05
North Hollywood CA — 3,12t 9,257 — 10 — — 3,12¢ 9,267 12,39z 145  May-06
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Proge [¥ Name
San Bernardino

Lancaste
Arvada
Denver
Thornton
Westministel
Denver
Parker
Wethersfield
Groton

N. Lauderdale
Forest Hill
Fountainbleat
Kendall
Margate
Military Trail
North Miami
Fort Myers

Ft Lauderdale
Madeira Beacl
Orlando

Port Charlotte
Riverview
Valrico
Hunters Creel
Metro Wesi
Ocoee
Waterford Lake:
Greenacre
Fort Myers
Naples
Tamiami
West Palm Bcl
WPB

Deland
Venice

State

CA

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

Building and Land costs  Building costs

Gross carrying amount at
December 31, 200!

Land improvements  subsequeni  subsequent Land Building

initial cost _initial cost _ to acquisition to acquisition Adjustment Notes Adjustment Notes
750 — — , — —
1,347 5,827 — 72 — —
286 1,521 — 219 = =
602 2,052 — 148 143 (a) 512 (a)
212 2,044 — 285 36 (a) 389 (a)
291 1,58€ — 247 8 (a) 48 (a)
368 1,574 — 40 - -
800 4,54¢ — 2 — —
709 4,20¢ — 52 - -
1,277 3,992 — 215 — —
428 3,51€ = 173 31 (a) 260 (a)
1,164 2,511 — 141 82 (a) 180 (a)
1,325 4,395 = 184 114 (a) 388 (a)
5,31% 4,305 — 106 544 (a) 447 (a)
430 3,13¢ = 187 39 (a) 287 (a)
1,312 2,511 — 139 104 (a) 204 (a)
1,25€ 6,53¢ — 113 — —
1,691 4,711 — 38 — —
1,587 4,205 — 143 — —
1,68€ 5,162 — 24 — —
1,21€ 5,00¢ — 36 = =
1,38¢ 4,632 — 35 — —
654 2,95% — 25 = =
1,197 4,411 — 16 — —
2,232 9,22% — 28 = =
1,474 6,101 — 8 — —
872 3,64z — 9 = =
1,16€ 4,81¢ — 13 — —
1,462 3,244 — 15 - -
1,98t 4,98¢ — 259 — —
2,57C 5,10z — 54 - -
2,97¢ 5,351 — 144 — —
1,44¢ 2,58¢€ — 186 - -
1,752 4,90¢ — 171 — —
1,31€ 3,971 — 69 - -
1,96¢ 5,90z — 96 — —

85

Building and
Land improvements
750 5,12€
1,347 5,89¢
286 1,74C
745 2,712
248 2,71¢
299 1,881
368 1,614
800 4,551
709 4,257
1,277 4,207
459 3,94¢
1,24€ 2,832
1,43¢ 4,967
5,85¢ 4,85¢
469 3,613
1,41€ 2,854
1,25€ 6,64¢
1,691 4,74¢
1,587 4,348
1,68€ 5,187
1,21€ 5,044
1,38¢ 4,667
654 2,97¢
1,197 4,427
2,23¢ 9,251
1,474 6,10¢
872 3,651
1,16€ 4,82¢
1,46% 3,25¢
1,98% 5,242
2,57C 5,15€
2,97¢ 5,49t
1,44¢ 2,772
1,752 5,08C
1,31€ 4,04C
1,96¢ 5,99¢

Date acquired

Accumulated or development

Total
5,87€
7,24¢€
2,02€
3,457
2,96¢€
2,18C
1,982
5,351
4,96€
5,484
4,408
4,078
6,40€

10,717
4,082
4,27C
7,904
6,44C
5,935
6,873
6,26C
6,05¢€
3,632
5,624

11,484
7,583
4,523
5,995
4,722
7,227
7,72€
8,474
4,221
6,832
5,358
7,968

depreciation
16

67
321
409
438
314

65

33
476
285
649
462
823
774
563
471
444
290
257
313
308
285
180
269
428
285
173
225
152
195
198
204

completed
Jur-06

Jul-06
Ser-00
Ser-00
Ser-00
Ser-00

Jul-05
Ser-06

Aug-02
Jar-04
Aug-00
Aug-00
Aug-00
Aug-00
Aug-00
Aug-00

Jur-04
Aug-04
Aug-04
Aug-04
Aug-04
Aug-04
Aug-04
Aug-04
Mar-05
Mar-05
Mar-05
Mar-05
Mar-05

Jul-05

Jul-05

Jul-05

Jul-05

Jul-05
Jar-06
Jar-06




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

Gross carrying amount at

Buildingand  Land costs  Building costs December 31, 200! Date acquired
Land improvements  subsequeni  subsequeni Land Building Building and Accumulated or development

Property Name State __ Debt initial cost  _initial cost _ to acquisition to acquisition Adjustment Notes Adjustment Notes _ Land _ improvements Total depreciation __completed
Tampa FL — 883 3,533 — 3 — — 883 3,53€ 4,41¢ 11 Nov-06
Cheshire GA  8,16¢ 3,737 8,338 — 45 — — 3,737 8,37€  12,11f 510 Aug-04
Roswell GA 2,813 1,665 2,02¢ — 22 — — 1,665 2,05C 3,71F 124 Aug-04
Snellville GA  5,21C 2,691 4,02€ — 62 — — 2,691 4,08¢ 6,77¢ 249 Aug-04
Stone Mountait GA  4,25€ 1,817 4,382 — 86 — — 1,817 4,46¢ 6,28E 271 Aug-04
Meridian GA  9,60C 3,31¢ 8,32¢ — 47 — — 3,31¢ 8,372 11,691 405 Fet-05
Stone Mountait GA 2,097 925 3,508 — 49 — — 925 3,554 4,47¢ 134 Jul-05
Dacula GA  3,87¢ 1,992 3,001 — 42 — — 1,992 3,043 5,03€ 72 Jar-06
Alpharetta GA 2,93¢ 1,892 3,161 — 55 — — 1,892 3,21¢€ 5,10¢ 31 Aug-06
Holcomb Bridge GL 2,445 1,973 1,587 — 29 — — 1,973 1,61€ 3,58¢ 99 Aug-04
South Hollanc IL 3,175 839 2,87¢ — 50 26 (a) 89 (a) 865 3,018 3,883 341 Oct-02
Crest Hill IL — 847 2,94¢€ — 36 121 (a) 424 (a) 968 3,406 4,374 293 Jul-03
Chicago IL 3,20C 449 2,471 — 148 — — 449 2,61¢ 3,06¢€ 96 Jul-05
Chicago IL 2,90C 472 2,582 — 75 — — 472 2,657 3,12¢ 99 Jul-05
Chicago IL 4,40C 621 3,42¢ — 123 — — 621 3,551 4,172 133 Jul-05
Wichita KS — 366 1,897 — 92 — — 366 1,98¢ 2,35¢E 35 Apr-06
Louisville KY 3,00C 586 3,244 — 79 — — 586 3,323 3,90¢ 131 Jul-05
Louisville KY 2,911 1,217 4,611 — 46 — — 1,217 4,657 5,874 176 Jul-05
Louisville KY — 892 2,677 — 61 — — 892 2,73¢ 3,63C 71 Dec-05
Metairie LA 5,41¢ 2,05€ 4,21¢€ — 46 — — 2,05€ 4,262 6,31¢ 259 Aug-04
New Orleans LA 7,927 4,05¢ 4,32F — 88 — — 4,05¢ 4,413 8,471 267 Aug-04
Norwood MA — 2,16C 2,33¢€ — 1,207 61 (a) 95 (a) 2,221 3,63€ 5,85¢ 431 Aug-99
Oxford MA  1,60¢ 482 1,762 — 76 46 (a) 168 (a) 528 2,006 2,534 364  Oct99
Raynharr MA  3,64C 588 2,27C — 72 82 (a) 323 (a) 670 2,665 3,33¢ 310 May-00
Weymouth MA  4,64C 2,80€ 3,12¢ — 10 — — 2,80€ 3,13¢ 5,94& 536 Ser-00
Northboro MA 2,60¢ 280 2,71¢ — 205 — — 280 2,92C 3,20C 446 Fet-01
Somerville MA — 1,72¢ 6,57C — 72 3 (@ 13 (@) 1,731 6,655 8,38€ 845 Jur-01
Lynn MA 2,48C 1,702 3,237 — 87 — — 1,702 3,324 5,027 500 Jur-01
Dedham MA — 2,127 3,041 — 315 — — 2,127 3,35€ 5,483 421 Mar-02
Kingston MA — 555 2,491 — 24 — — 555 2,51E 3,07C 293 Oct-02
Milton MA 6,45¢ 2,83¢ 3,97¢ — 315 — — 2,83¢ 4,294 7,132 439 Nov-02
Ashland MA — 474 3,324 — 129 — — 474 3,452 3,927 382 Jur-03
Saugus MA — 1,72¢ 5,514 — 225 — — 1,72¢ 5,73¢ 7,464 552 Jur-03
North Berger MA — 2,10C 6,60€ — 20 — — 2,10C 6,62€ 8,72€ 618 Jul-03
Quincy MA — 1,35¢ 4,078 — 139 — — 1,35¢ 4,217 5,57¢€ 337 Fet-04
Dedham I MA — 2,443 7,32¢€ — 190 — — 2,443 7,51€ 9,961 572 Fetk-04
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Proge [¥ Name
Waltham

Woburn
Cambridge
Marshfield
Foxboro
Hudson
Worcestel
Auburn
Brockton
Stoughtor
Plainville
Everett
Stonehan
Worcester/Arara
Lanham
Towson
Bethesd:
Arnold
Columbia
Park Lawn
Grandville
Mt Clemens
Halls Ferry
Forest Parl
Grandview
Merrimack
Nashue
Glen Rock
Lyndhurst
Metuchen
Edison
Egg Harbot
Hazlet
Howell

Old Bridge
Woodbridge

Debt

3,68C
2,80C
1,784
3,68C
2,44C
3,08C
5,40C
3,75C
5,40C
52
4,10C
12,80C
9,50C
8,40C
12,68(C
1,70C
2,10C
2,342
1,18¢€
1,10C
3,752
4,08C
6,944

6,83C
5,63E
10,56(
3,11C
5,862
4,011

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

Gross carrying amount at
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Buildingand  Land costs  Building costs December 31, 200! Date acquired
Land improvements  subsequeni  subsequeni Land Building Building and Accumulated or development
initial cost  _initial cost  to acquisition to acquisition Adjustment Notes Adjustment Notes _ Land _ improvements Total depreciation _ completed
3,77C 11,31C — 165 — — 3,77C 11,47¢ 15,24¢ 853 Fet-04
— — — 126 — — — 126 126 312 Fet-04
— — — 78 — — — 78 78 178 Fek-04
1,03¢ 4,158 — 33 — — 1,03¢ 4,18¢ 5,227 291 Mar-04
759 4,158 — 41 — — 759 4,19¢ 4,958 779 May-04
806 3,122 — 72 — — 806 3,194 4,00C 594  May-04
896 4,377 — 1,693 — — 896 6,07C 6,96¢€ 733  May-04
918 3,72¢ — 24 — — 918 3,752 4,67C 601 May-04
647 2,762 — 19 — — 647 2,781 3,428 373  May-04
1,754 2,76S — 52 — — 1,754 2,821 4,572 417 May-04
2,223 4,43C — 71 — — 2,223 4,501 6,724 195 Jul-05
692 2,12¢ — 75 — — 692 2,204 2,89¢€ 82 Jul-05
944 5,241 — 41 — — 944 5,282 6,22€ 197 Jul-05
1,35C — — 4,363 — — 1,35C 4,363 5,713 14 Dec-06
3,34¢€ 10,07¢ — 541 (728) (b) — 2,61¢ 10,62C  13,23¢ 784 Fet-04
861 4,742 — 69 — — 861 4,811 5,672 178 Jul-05
— 18,331 — 92 — — — 18,42: 18,42% 677 Jul-05
2,55¢ 9,44¢€ — 36 — — 2,55¢ 9,482  12,04C 354 Jul-05
1,73€ 9,632 — 83 — — 1,73€ 9,71t 11,451 359 Jul-05
4,59¢ 11,32¢ — 89 — — 4,59¢ 11,417  16,01% 84 Sef-06
726 1,29¢ — 84 — — 726 1,382 2,108 53 Jul-05
798 1,79€ — 70 — — 798 1,86€ 2,664 70 Jul-05
631 2,15¢ — 109 59 (a) 205 (a) 690 2,47¢ 3,163 408  Jur-00
156 1,313 — 118 17 (a) 151 (a) 173 1,582 1,755 281 Jur-00
612 1,77C — 114 — — 612 1,884 2,49€ 74 Jul-05
754 3,29¢ — 40 63 (a) 279 (a) 817 3,616  4,43% 390  Apr-99
— 755 — 14 — — — 769 769 29 Jul-05
1,10€ 2,401 — 43 113 (a) 246 (a) 1,222 2,69C 3,912 290  Mar-01
2,67¢ 4,644 — 69 250 (a) 437 (a) 2,92¢ 5,15C 8,07¢ 556 Mar-01
1,152 4,462 — 64 — — 1,152 4,52¢€ 5,67¢ 582 Dec-01
2,51¢ 8,547 — 194 — — 2,51¢ 8,741 11,26C 1,14€ Dec-01
1,724 5,001 — 248 — — 1,724 5,24¢ 6,973 703 Dec-01
1,362 10,262 — 199 — — 1,362 10,461  11,82% 1,361 Dec-01
2,44C 3,407 — 128 — — 2,44C 3,563t 5,97& 478 Dec-01
2,758 6,45C — 264 — — 2,75¢ 6,714 9,472 901 Dec-01
505 4,524 — 180 — — 505 4,704 5,20¢ 647 Dec-01




Proge [¥ Name
Hoboken

Lawrenceville
Morrisville
Parlin
Lumberton
Bayville
Union
Avenel
Hackensacl
Tom's River
Linden
North Berger
Parlin
Neptune
Lamont St.
Las Vegas
Plainview
Nanuet

Mt Vernon
Fordham
New Paltz
Mt Vernon
New York
Kent
Columbus
Columbus
Columbus
Aloha
Doylestown
Banksville
Philadelphie
Penn Ave
Kennedy
Bensalen
Philadelphie
Bensalenr

State

4,24¢
4,925
5,30C

8,08C
9,50C
8,30C
6,70C
11,00¢
6,70C

1,041
3,90C

3,792
6,52¢
9,817
5,00C
5,10C
16,40C
1,50C
2,90C
1,50C
3,80C
6,20C
3,824
2,092

2,96C
2,544

9,00C

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

Gross carrying amount at
Building and Land costs  Building costs December 31, 200! Date acquired
Land improvements  subsequeni  subsequeni Land Building Building and Accumulated or development

initial cost_ _initial cost _ to acquisition to acquisition Adjustment Notes Adjustment Notes _ Land improvements Total depreciation __completed

2,687 6,092 = = 2,687 6,151  8,83¢ 709~ Juk02
3,402 10,23( — 170 — — 3,402  10,40C 13,80z 782 Fel-04
2,487 7,494 = 985 = = 2,487 8,47¢  10,96¢ 642  Fel-04
— 5278 — 43 — — — 531€  5,31€ 887  May-04
831  4,06C = 29 = = 831 4,08 4,92C 227  Dec-04
1,192 5312 — 79 — — 1,192 5391 6,584 286  Dec-04
1,754 6,237 = 75 = = 1,754 6,312  8,06€ 338 Dec-04
1,51€ 8,037 — 22 — — 1,518 8,05¢ 9,577 400  Jar-05
2,283 11,23¢ = 290 = = 2,282 1152/ 13,807 418 Jukos
1,79C 9,93t — 100 — — 1,79C  10,03% 11,82t 385  Jul05
1,517 8,384 = 73 = = 1,517 8,457 9,974 315 Jukos
2,29¢  12,72¢ — 86 — — 2,29¢ 12,814 1511¢ 474 Jul05
2,517  451€ = 252 = = 2,517 4768 7,28F 194  Juk05
4,204  8,90€ — 6 — — 4,204 8,91z  13,11¢ 28 Nov-06
251 717 = 157 27 (a) 87 (a) 278 961  1,23¢ 155  Fel-00
748 4,131 — 240 — — 748 4371  5,11¢ 175  Juk05
4287  3,71C = 115 = = 4,287 3,828 8,11z 608  Dec-00
2,072 4,644 — 67 — — 2,072 4711  6,78¢ 593 Fet-02
1,92€ 7,622 = 385 = = 1,926 8,007  9,93¢ 788 Nov-02
3,998 11,87C — 334 — — 3,995 1220 16,19¢ 772 Aug-04
2,05¢  371F = 54 = = 2,05¢ 3,76¢  5,82¢ 150  Juk05
1,585  6,02% — 384 — — 1,585 6,40 7,994 232 Juk05
3,060  16,97¢ = 329 = = 3,060 17,307 20,367 641  Ju-05
220 1,20€ — 86 — — 220 1,292 1,512 55 Jul05
483 2,654 = 265 = = 483 2,91¢ 3,40z 116  Juk05
374 2,05¢ — 35 — — 374 2,094  2,46¢ 85  Juk05
601  3,33€ = 52 = = 601 3,38¢  3,98¢ 129 Juk05
1,221 6,262 — 32 — — 1,221 6,294  7,51F 241 Juk05
220 3,442 = 122 24 (a) 384 (a) 244 3,94 4,192 419 Nov-99
991  1,99C — 228 91 (a) 199 (a) 1,082 2,417  3,49¢ 372 Aug-00
1,965 5092t = 672 = = 1,965 6,597 8,562 481  Fel-04
889 4,117 — 34 — — 889 4151  5,04C 634  May-04
736 3,172 = 27 = = 736 3,20C  3,93€ 514 May-04
1,131  4,52¢ — 60 — — 1,131 4585  571€ 247  Dec-04
1,47C 8,162 = 395 = = 1,47C 8,557 10,027 309  Jukos
750  3,01F — 57 — — 750 307z 3,822 61  Mar-06
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Proge [¥ Name
Johnston

Charlestor
Columbia
Goose Cree
Summerville
Memphis
Memphis
Cordova
Cordova
Nashville
Arlington
Austin
Culebra
Dallas

Fort. Worth
Grand Prairie
Westchast
Houston
Austin

Plano

Dallas

South Houstol
Dallas
Houston
Dallas
Rowlette
Allen

Plano

Plano
Kearns
Wethersfield
West Valley City
West Broac
Falls Churct
Fred Oaks R
Seattle

State

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

Gross carrying amount at

Buildingand  Land costs  Building costs December 31, 200! Date acquired
Land improvements  subsequeni  subsequeni Land Building Building and Accumulated or development
initial cost _initial cost _ to acquisition to acquisition Adjustment Notes Adjustment Notes _ Land _ improvements Total depreciation __completed
2,65¢ 4,79¢ — 102 — — 2,65¢ 4,901 7,55¢ 190 Jul-05
1,27¢ 4,171 — 16 — — 1,27¢ 4,187 5,46€ 257 Aug-04
838 3,312 — 5 — — 838 3,317 4,155 202 Aug-04
1,682 4,372 — 10 — — 1,683 4,382 6,065 266 Aug-04
450 4,454 — 51 — — 450 4,508 4,95E 274 Aug-04
976 1,72¢ — 139 — — 976 1,864 2,84C 78 Jul-05
814 2,76€ — 36 — — 814 2,802 3,61¢€ 115 Jul-05
852 2,72C — 69 — — 852 2,78¢ 3,641 111 Jul-05
1,351 7,47¢€ — 103 — — 1,351 7,57¢ 8,93C 292 Jul-05
390 2,59¢ — 80 — — 390 2,67¢ 3,06¢€ 47 Apr-06
534 2,52t — 76 — — 534 2,601 3,13¢ 161 Aug-04
870 4,455 — 40 — — 870 4,49¢ 5,365 278 Aug-04
1,26¢ 1,81€ — 49 — — 1,26¢ 1,865 3,134 115 Aug-04
4,432 6,181 — 63 — — 4,432 6,244 10,67¢ 384 Aug-04
631 5,794 — 35 — — 631 5,82¢ 6,46C 357 Aug-04
551 2,33C — 23 — — 551 2,352 2,904 144 Aug-04
253 1,49€ — 26 — — 253 1,522 1,77¢ 95 Aug-04
749 4,122 — 97 — — 749 4,21¢ 4,96€ 165 Jul-05
1,10% 2,313 — 69 — — 1,10% 2,382 3,487 106 Jul-05
1,612 2,871 — 71 — — 1,612 2,942 4,55¢ 140 Jul-05
1,01C 5,547 — 111 — — 1,01C 5,65¢ 6,66€ 213 Jul-05
478 4,06¢ — 68 — — 478 4,137 4,61% 73 Apr-06
337 2,21€ — 50 — — 337 2,26€ 2,603 40 Apr-06
2,59¢€ 8,73¢ — 74 — — 2,59¢€ 8,80¢  11,40% 155 Apr-06
1,98C 12,501 — 62 — — 1,98C 12,565  14,54: 196 May-06
1,002 2,601 — 11 — — 1,002 2,612 3,614 25 Aug-06
901 5,553 — 2 — — 901 5,558 6,45€ 17 Nov-06
1,01C 6,202 — 2 — — 1,01C 6,20% 7,21F 19 Nov-06
614 3,77¢ — 2 — — 614 3,777 4,391 12 Nov-06
642 2,607 — 103 — — 642 2,71C 3,352 178 Jur-04
1,34¢ 4,372 — 47 — — 1,34¢ 4,41¢ 5,76€ 167 Jul-05
461 1,722 — 43 — — 461 1,765 2,22€ 67 Jul-05
2,30% 5,467 — 40 — — 2,30% 5,507 7,812 333 Aug-04
1,25¢ 6,97¢ — 73 — — 1,25¢ 7,04¢ 8,307 262 Jul-05
2,067 4,261 — 52 — — 2,067 4,313 6,38C 169 Jul-05
2,727 7,241 — 95 — — 2,727 7,33¢  10,06: 272 Jul-05
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Property Name State
Lakewood WA
Lakewood WA
Tacoma WA
Belmont CA
Antelope CA
LA Central Ave CA
LA Pico/Union CA
Thousand Oak CA
Pacoime CA
Compton CA
Santa Clar: CA
Simi Valley CA
Lancaste CA
Hialeah FL
Gurnee IL
Naperville IL
Baltimore MD
Edgewooc MD
Ewing NJ

Miscellaneous othe

Construction in
progress

Intangible tenant
relationships and
lease right:

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

Gross carrying amount at

(@) Adjustments relate to the acquistion of joint veatpartners interests

(b) Adjustment relates to partial disposition of land

(c) Adjustment relates to non-refundable deposit oemtil sale

90

Building and Land costs  Building costs December 31, 200! Date acquired
Land improvements subsequent  subsequent Land Building Building and Accumulated or development
Debt initial cost initial cost _ to acquisition to acquisition Adjustment Notes Adjustment Notes  Land improvements Total depreciation completed
4,600 1,917 5,25€ — 43 — — 1,917 5,29¢ 7,216 117 Fet-06
4,597 1,389 4,78C — 70 — — 1,389 4,85C 6,239 106  Fel-06
— 1,031 3,10¢ — 53 — — 1,031 3,15€ 4,187 70  Fet-06
4,557 3,500 — — — — — 3,500 — 3,500 —
— 1,525 — — — — — 1,525 — 1,525 —
98 2,200 — — — — — 2,200 — 2,200 —
= 3,075 = = = (75) (c) = 3,000 = 3,000 =
— 4,500 — — — — — 4,500 — 4,500 —
— 3,050 — — — — — 3,050 — 3,050 —
— 1,426 — — — — — 1,426 — 1,426 —
— 4,750 — — — — — 4,750 — 4,750 —
— 5,535 — — — — — 5,535 — 5,535 —
— 1,425 — — — — — 1,425 — 1,425 —
— 2,800 — — — — — 2,800 — 2,800 —
108 1,374 — — — — — 1,374 — 1,374 —
— 2,800 — — — — — 2,800 — 2,800 —
— 800 — — — — — 800 — 800 —
— 1,000 — — — — — 1,000 — 1,000 —
— 1,552 — — — — — 1,552 — 1,552 —
3,138 849 2,20z — 738 — — 849 2,94C 3,789 291
(1,925) — — — 35,33¢ — — — 35,33¢ 35,336 —
— — 28,83¢ = — — — — 28,83¢ 28,83¢ 22,817
$ 828,58 $ 359,31 $ 1,066,24! $— $74,70¢ $2,25¢€ $ 8,48¢ $361,56¢$ 1,149,44.$1,511,011 $93,61¢




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

Activity in real estate facilities during the yeamsded December 31, 2006, 2005 and 2004 is asvillo

2006 2005 2004
Operating facilities
Balance at beginning of ye $1,260,21: $ 723,27% $286,71¢
Acquisitions 189,72t 521,51C  424,73(
Improvement: 12,44¢ 3,977 3,28E
Transfers from construction in progre 14,09¢ 11,44¢ 8,542
Dispositions and other (803) — —
Balance at end of ye: $1,475,67: $1,260,21. $723,27¢
Accumulated depreciatiol
Balance at beginning of ye $ 5825: $ 28,33¢ $ 12,28¢
Depreciation expens 35,367 29,91¢ 12,45¢
Dispositions and othe — — 3,601
Balance at end of year $ 93,61¢ $ 58,25: $ 28,33¢
Construction in progres
Balance at beginning of ye $ 10,71¢ $ 1,96 $ 79,94(
Current developer 38,91¢ 22,00t 19,48
Transfers to operating faciliti¢ (14,09¢) (11,449 (8,542)
Dispositions and othe (202) (1,800 _ (88,927)
Balance at end of year $ 3533 $ 10,71¢ $ 1,96:
Net real estate asse $1,417,39: $1,212,67¢ $696,89¢

The aggregate cost of real estate for U.S. fedetame tax purposes is $1,475,674.
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Item 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure
None in 2006.

As previously reported in our report on FornK8Hed with the Securities and Exchange CommissiarApril 22, 2005, on April 18, 200
we dismissed our auditors, PricewaterhouseCoogdpsand appointed Ernst & Young LLP as our new iredefent auditors, effective
April 19, 2005.

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

We maintain disclosure controls and proceduresisoie that information required to be discloseth@reports we file pursuant to the
Securities Exchange Act of 1934, as amended (theH&hge Act”), are recorded, processed, summasarddeported within the time periods
specified in the rules and forms of the Securitied Exchange Commission, and that such informagiaccumulated and communicated to our
management, including our Chief Executive Officed &hief Financial Officer, as appropriate, to ailiimely decisions regarding required
disclosure based on the definition of “disclosuratools and procedures” in Rule 13a-15(e) of theHaxge Act. In designing and evaluating
the disclosure controls and procedures, managereengnized that any controls and procedures, ntemadw well designed and operated,
only provide a reasonable assurance of achievimgl¢isired control objectives, and in reaching aaeable level of assurance, management
necessarily was required to apply its judgmentadating the cost-benefit relationship of possitdatrols and procedures.

We have formed a disclosure committee that is mesipte for considering the materiality of inforn@atiand 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, inclgdimur Chief Executive Officer and
Chief Financial Officer, of the effectiveness o tthesign and operation of our disclosure contnatrocedures as of the end of the period
covered by this Annual Report. Based upon thatuatan, our Chief Executive Officer and Chief Fin&h Officer concluded that our
disclosure controls and procedures were effectivef ghe end of the period covered by this report.

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

Our management is responsible for establishingnaaicitaining adequate internal control over finah@gorting as defined in Rule 13a-
15(f) of the Exchange Act. Under the supervisiod aith the participation of our management, inchgdour Chief Executive Officer and Cr
Financial Officer, we conducted an evaluation &f éffectiveness of our internal control over finahoeporting based on the framework in
Internal Control—Integrated Framework issued byGoenmittee of Sponsoring Organizations of the TweadCommission. Based on our
evaluation, our management concluded that ourriateronrol over financial reporting was effectiveat December 31, 2006.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or détaisstatements. Projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadézjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.
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Our management’s assessment of the effectivenemg dafiternal control over financial reporting dDecember 31, 2006 has been
audited by Ernst & Young LLP, an independent regéd public accounting firm, as stated in theiorégvhich is included herein.

(b) Attestation Report of the Registered Public Acounting Firm

Report of Independent Registered Public Accountindgrirm
To the Board of Directors and Stockholders of E€pace Storage Inc.

We have audited management’s assessment, inclodied accompanying Management’'s Report on Intéoakrol over Financial
Reporting, that Extra Space Storage Inc. (the “Camgf) maintained effective internal control ovardncial reporting as of December 31,
2006, based on criteria established in Internalt@bn-Integrated Framework issued by the CommitteBpmnsoring Organizations of the
Treadway Commission (the COSO criteria). The Corgsamanagement is responsible for maintaining éiffednternal control over financial
reporting and for its assessment of the effectigerd internal control over financial reporting.rQesponsibility is to express an opinion on
management’s assessment and an opinion on theiedfeess of the Company’s internal control oveafiaial reporting based on our audit.

We conducted our audit in accordance with the stadedof the Public Company Accounting Oversighti8iq@nited States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe®@tsr audit included obtaining an understanding tdrimal control over financial reporting,
evaluating management’s assessment, testing ahdhating the design and operating effectivenessitgfrnal control, and performing such
other procedures as we considered necessary girtuenstances. We believe that our audit providessagonable basis for our opinion.

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

Because of its inherent limitations, internal cohtver financial reporting may not prevent or démisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

In our opinion, management’s assessment that thep@oy maintained effective internal control oveaficial reporting as of
December 31, 2006, is fairly stated, in all mateeapects, based on the COSO criteria. Also, mopinion, the Company maintained, in all
material respects, effective internal control oieancial reporting as of December 31, 2006, basethe COSO criteria.

We also have audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@nited States), the
consolidated balance sheet as of December 31, 20d6he related consolidated statement of op&sti@edeemable units and members’ and
stockholders’ equity, and cash
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flows for the year ended December 31, 2006 of E®pace Storage Inc. and our report dated Febr@r@@®7 expressed an unqualified
opinion thereon.

/s/ Ernst & Young LLF
Salt Lake City, Utal
February 26, 200

(c) Changes in Internal Control over Financial Reorting

There was no change in our internal control ovearicial reporting (as such term is defined in ExggaAct Rule 13a15(f)) that occurre
during our most recent quarter that has materéadflgcted, or is reasonably likely to materiallyeaff, our internal control over financial
reporting.

Iltem 9B. Other Information

None.
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PART IlI
Item 10. Directors, Executive Officers and Corporate Governace

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

Information required by this item is incorporatedreference to the information set forth underahptions “ltem 1—Election of
Directors,” “Executive Officers,” “Information abothe Board of Directors and its Committees,” aBgc¢tion 16(a) Beneficial Ownership
Reporting Compliance” in our definitive Proxy Statent to be filed with the Securities and Exchangen@ission pursuant to Regulation 14A
within 120 days after December 31, 2006.

We have adopted a Code of Business Conduct andsithcompliance with rules of the Securities amdHange Commission that applies
to all of our personnel, including our Board of &itors, Chief Executive Officer, Chief Financialfiér and principal accounting officer. The
Code of Business Conduct and Ethics is availalele &f charge on the “Investor Info—Corporate Gogaoe” section of our web site at
www.extraspace.com. We intend to satisfy any d&ale requirements under Item 5.05 of Forid 8garding amendment to, or waiver fron
provision of this Code of Business Conduct anddsthly posting such information on our web sitéhataddress and location specified above.

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

ltem 11. Executive Compensation

Information with respect to executive compensatsimcorporated by reference to the informationfegth under the caption “Executive
Compensation” in our definitive Proxy Statemenbéofiled with the Securities and Exchange Commisgigrsuant to Regulation 14A within
120 days after December 31, 2006.

Iltem 12.  Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matters

Information with respect to security ownership eftain beneficial owners and management and retdteholder matters is
incorporated by reference to the information sethfander the captions “Voting—Principal Stockhaklg“Security Ownership of Directors
and Officers” and “Equity Compensation Plan Infotima” in our definitive Proxy Statement to be filadth the Securities and Exchange
Commission pursuant to Regulation 14A within 129<dafter December 31, 2006.

Item 13. Certain Relationships and Related Transactions, an®irector Independence

Information with respect to certain relationshiglaslated transactions is incorporated by referémdke information set forth under the
captions “Information about the Board of Directarsd its Committees”: and “Certain Relationships Bethted Transactions” in our Proxy
Statement to be filed

95




with the Securities and Exchange Commission putsieaRegulation 14A within 120 days after December 2006.

Item 14. Principal Accountant Fees and Services

Information with respect to principal accountaredand services is incorporated by reference tmfbemation set forth under the capti
“Iltem 2. Ratifications of Appointment of Independ&egistered Public Accounting Firm” in our Proxtat@ment to be filed with the Securities
and Exchange Commission pursuant to Regulationviiddin 120 days after December 31, 2006.
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PART IV
Iltem 15. Exhibits and Financial Statement Schedules
(@) Documents filed as part of this mpo

(1) and (2). All Financial Statements and Finan8i@tement Schedules filed as part of this Annigdd®t on 10-K are included in
Iltem 8—"Financial Statements and Supplementary 'Daftthis Annual Report on 10-K and reference isde#hereto.

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

l&émggr Description
2.1 Purchase and Sale Agreement, dated May 5, 2006dgmong Security Capital Self Storage
Incorporated, as seller and Extra Space Storage PRISA Self Storage LLC, PRISA 1l Self Store
LLC, PRISA Ill Self Storage LLC, VRS Self Storage@, WCOT Self Storage LLC and Extra Space
Storage LP, as purchaser parties and The Prudémtizlance Company of America (incorporated by
reference from Exhibit 2.1 of Forn-K filed on May 11, 2005)
3.1 Amended and Restated Articles of Incorporation xif& Space Storage Inc.(
3.2  Bylaws of Extra Space Storage Inc.
3.3 Amended and Restated Agreement of Limited PartierstExtra Space Storage LP.
3.4  Declaration of Trust of ESS Holdings Business Tt(4)
3.5 Declaration of Trust of ESS Holdings Business Tilét)
4.1 Junior Subordinated Indenture dated as of July2@@5, between Extra Space Storage LP and
JPMorgan Chase Bank, National Association, asgeu@hcorporated by reference from Exhibit 4.
Form &K filed on August 2, 2005
4.2  Amended and Restated Trust Agreement, dated agyo?d, 2005, among Extra Space Storage LI
depositor and JPMorgan Chase Bank, National Assoujaas property trustee, Chase Bank USA,
National Association, as Delaware trustee, the Austriative Trustees named therein and the hol
of undivided beneficial interest in the assets 86EStatutory Trust Ill (incorporated by referencerf
Exhibit 4.2 of Form -K filed on August 2, 2005
4.3  Form of Junior Subordinated N—included in Exhibit 4.1 hereto (incorporated byereince fron
Exhibit 4.2 of Form -K filed on August 2, 2005
4.4 Form of Trust Preferred Security Certific—included in Exhibit 4.2 hereto (incorporated
reference from Exhibit 4.2 of Forn-K filed on August 2, 2005
10.1 Registration Rights Agreement, by and among Exprac® Storage Inc. and the parties listed on
Schedule | thereto.(:
10.2  License between Centershift Inc. and Extra Spacea§e LP.(1
10.3 Loan Agreement, dated as of March 8, 2004, by atdiden General Electric Capital Corporation
Extra Space Properties Eight LLC.i
10.4 Loan Agreement, dated as of March 8, 2004, by @telden General Electric Capital Corporation
Extra Space Properties Three LLC.
10.5 Loan Agreement, dated as of March 8, 2004, by @telden General Electric Capital Corporation
Extra Space of New Jersey, L.L.C.
10.6 Loan Agreement, dated as of May 4, 2004, by anddwert Extra Space of Northborough LLC, E»
Space of Whittier LLC, Extra Space of Stockton LIExf{ra Space of Weymouth LLC, and Extra
Space of Lynn LLC, and Bank of America, N.A.
10.7 Loan Agreement, dated as of May 4, 2004, by andédet Extra Space Properties Ten LLC and E
of America, N.A.(1)
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10.8

10.9
10.1C
10.11
10.1Z
10.1¢

10.14

10.1¢

10.1€

10.17

10.1¢

10.1¢

10.2C

10.21

10.22

10.2¢

10.24

10.2¢

10.2¢

10.27

14.0

Loan Agreement, dated as of May 4, 2004, by andidx Extra Space of Raynham LLC, Extra
Space of Doylestown LLC, Extra Space of Glen Rotk] Extra Space of Fontana One LLC, and
Extra Space of Merrimack LLC, and Bank of AmerislaA.(1)

2004 Lon¢-Term Compensation Incentive Plan.

Extra Space Storage Performance Bonus Pla

Employment Agreement, dated July 27, 2004, by andiden Extra Space Storage Inc. and
Kenneth M. Woolley.(1

Employment Agreement, dated July 27, 2004, by artdiden Extra Space Storage Inc. and Ken
Christensen.(1

Employment Agreement, dated July 27, 2004, by atdiéen Extra Space Storage Inc. and Charl
Allen.(1)

Form of 2004 Long Term Incentive Compensation @ation Award Agreement for Employees w
employment agreements. (Incorporated by referemee Exhibit 10.14 of Form 10-K filed on
March 15, 2005)

Form of 2004 Long Term Incentive Compensation @ation Award Agreement for employees
without employment agreements. (Incorporated bgresgfce from Exhibit 10.15 of Form 10-K filed
on March 15, 2005

Form of 2004 No-Employee Directors Share Plan Option Award AgredrfarDirectors.
(Incorporated by reference from Exhibit 10.16 offARd.(-K filed on March 15, 2005

Joint Venture Agreement, dated June 1, 2004, bybatwleen Extra Space Storage LLC and
Prudential Financial, Inc.(:

Purchase Agreement, by and between Extra Spacagetbt. C and Fidelity Manageme

Trust Company.(1

Membership Interest Purchase Agreement, dated 2pyi2004, by and between Extra Space Stc
LLC and Strategic Performance F-Il, Inc.(1)

Promissory Note dated April 28, 2004 from Extra &p8torage payable to Strategic Performance
Func-11, Inc.(1)

Purchase and Sale Agreement, by and between ExaeeSStorage LLC and Extra Space West One
LLC.(1)

Extra Space Storage N-Employee Director Plan.(:

Purchase Agreement, dated June 20, 2005, among Epéice Storage Inc. and the investors named
therein (incorporated by reference from Exhibitl16f Form &K filed on June 24, 2005
Registration Rights Agreement, dated June 20, 28@%ng Extra Space Storage Inc. anc
investors named therein (incorporated by referdree Exhibit 10.1 of Form 8-K filed on June 24,
2005).

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

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

Purchase and Sale Agreement, dated as of Decemb@®® between Extra Space Storage LLC
(Purchaser) and various limited partnerships aféil with AAAAA Rent-A-Space (collectively,
Sellers).

Code of Business Conduct and Ethics (incorporayectference from our Annual Report on Form 10-
K filed on March 15, 2005
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16.1

211
23.1
23.2
31.1
31.2

32

PWC’s letter to the SEC on the Changes in Regigsr&ertifying Accountant (incorporated by
reference from Exhibit 16.1 of Forn-K filed on April 22, 2005)

Subsidiaries of the Company(

Consent of Ernst & Young LL

Consent of PricewaterhouseCoopers |

Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002
Certification of Chief Financial Officer pursuat $ection 302 of the Sarba-Oxley Act of 2002
Certifications of the Chief Executive Officer andi€f Financial Officer pursuant to 18 U.S
Section 1350, as adopted pursuant to Section 9@&dBarban«-Oxley Act of 2002

(1) Incorporated by reference from our Registratiorie®teent on Form S-11 (File No. 333-115436 dated Atuda, 2004).
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

Date: February 28, 20( EXTRA SPACE STORAGE INC

By: /s/ Kenneth M. Woolle
Kenneth M. Woolley
Chairman and Chief Executive Offic

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélptihe following persons on behalf
of the registrant and in the capacities and orddtes indicated.

Date: February 28, 20( By: /sl Kenneth M. Woolle
Kenneth M. Woolley
Chairman and Chief Executive Officer
(Principal Executive Officer

Date: February 28, 2007 By: /s/ Kent W. Christense
Kent W. Christense
Executive Vice President and Chief Finant
Officer
(Principal Financial Officer)

Date: February 28, 2007 By: /s/ P. Scott Stubk
P. Scott Stubb
Senior Vice President Finance and Accounting
(Principal Accounting Officer

Date: February 28, 2007 By: /s/ Joseph D. Margoli
Joseph D. Margoli
Director

Date: February 28, 2007 By: /s/ Spencer F. Kir
Spencer F. Kirl
Director

Date: February 28, 2007 By: /sl Roger B. Porte

Roger B. Porter
Director

Date: February 28, 2007 By: /s/ K. Fred Skouse
K. Fred Skousen
Director
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Exhibit 10.27

PURCHASE AND SALE AGREEMENT
(AAAAA Rent-A-Space)

THIS PURCHASE AND SALE AGREEMENT (Agreement”) is made and entered into the 8th day of Decen2@96 (hereinafter
the “ Effective Date”), by, between, and among those entities identiéie sellers on the signature pages of this Agreerteach a ‘Seller”,
and collectively “Sellers”) and EXTRA SPACE STORAGE LLC , a Delaware limited liability company Purchaser”).

RECITALS:

A. Each of the Sellers operates and osither fee title to, or a leasehold estate pursteathe Ground Leases (hereinbelow
defined) in, one or more of the following self stge facilities listed oExhibit “A” (each a ‘Property ” and collectively the ‘Properties™).
Each of the Properties are more fully describedwinbit “A-1" through“A-14" | inclusive”.

B. Purchaser desires to purchase @kdiers’ right, title, and interest in and to threerties from Sellers in their as-is, whése-
condition and subject to the terms and conditidrthis Agreement, Sellers are willing to sell tor€haser all of Sellers’ right, title, and interest
in and to the Properties.

NOW, THEREFORE , for and in consideration of the mutual covenaetsforth in this Agreement, the receipt and sigficy of
which are hereby acknowledged by the parties ®Algreement, the parties to this Agreement do lyeagbee as follows:

1. Agreement of Sale Subject to, and on the terms and conditionsiheaet forth, Sellers hereby agree to sell to Pasehall
of Sellers’ right, title, and interest in and t@tRroperties and Purchaser agrees to purchaseSkters all of Sellers’ right, title, and interést
and to the Properties. Subject to any provisiantaioed herein that expressly permits the termmatif this Agreement as to a particular
Property, Purchaser expressly acknowledges anésjrat Purchaser has no right to purchase anerSbkve no obligation to sell, less than
all of the Properties, it being the express agred@ed understanding of Purchaser and Sellersdbat,material inducement to Purchaser and
Sellers to enter into this Agreement, Purchaseiajased to purchase, and Sellers have agreed,talkef the Properties in accordance with
the terms and conditions hereof.

2. Property Description

A. Subject to the provisions of this @t 2, each Property includes all of the rightetand interest of the applicable
Seller in and to (i) all buildings, structures tires, easements, rights of way and improvementgédd thereon or appurtenant thereto
(collectively, the “Improvements”), (ii) the Personal Property (hereinafter defindd) the Intangible Personal (hereinafter defip€iii) the
Leases (hereinafter defined), (iv) the Designatedtacts (hereinafter defined), (v) the Securitypdsits (hereinafter defined) and the Ground
Leases (hereinafter defined). In addition, the deipProperty (as defined dexhibit “A” also includes all of the right, title, and interest
AAAAA Maui in and to that certain loan described madully in the Kapolei Ground Lease (as definedexhibit “A” ) and the letter
agreement attached heretoEadhibit “B” (hereinafter the Kapolei Loan ”). Notwithstanding anything to the contrary irethreceding
sentence, the term “Property” shall not include ahthe Excluded Property (hereinafter definedhwéspect to any of the Properties.

B. For purposes of this AgreemeRersonal Property” means, as to each Property, all fixtures, fumgificarpeting,
draperies, appliances, building supplies, equiprmaathinery, inventory and other tangible itemp@fsonal property which are owned by the
Seller of such Property and presently




affixed, attached to, placed or situated upon $rciperty and/or used exclusively in connection wligh ownership, operation and occupanc
such Property.

C. For purposes of this Agreemeriphtangible Property " means, as to each Property, all assignable iitténg
personal property, if any, now or through the ddt€losing owned by the Seller of such Property arising out of or in connection with such
Seller’s ownership of such Property and the Pelderaperty, including (to the extent any such itesrist): (i) such Seller’s rights to use all
plans, specifications and drawings relating tolthprovements located on such Property (subjedigaights of the parties who prepared the
same), (ii) transferable licenses, permits andfates of occupancy issued by governmental aitibsrrelating to the use, maintenance,
occupancy and/or operation of such Property andP#reonal Property, and (iii) any presently effecind assignable warranties and guare
with respect to such Property.

D. For purposes of this Agreemeritgases’ means, as to each Property, all leases and ragtaements (other than
the Ground Leases) now or hereafter entered imtodoupancy of space within the improvements oeioffortions of such Property.

E. For purposes of this Agreemeridgsignated Contracts’ means, as to each Property, all Contracts (haftein
defined) which Purchaser chooses to have assignedrchaser pursuant to Section 8.D, below. DeséghContracts also includes any such
contracts hereafter approved by Purchaser pursodné provisions of Section 12.C below.

F. For purposes of this Agreemerggturity Deposits’ means, as to each Property, all security depositsnants
under Leases (Tenants”), if any, which as of the Closing Date have neeb applied by Seller in accordance with the teshike applicable
Leases.

G. For purposes of this AgreemerGrbund Leases’ means: the Berkeley Il Ground Lease, the Castitiey
Ground Lease, the Kapolei Ground Lease, and thé®8hlo Ground Lease, each as define@xmibit “A”.

H. For purposes of this AgreemeriExXtiuded Property " means: (i) any bank accounts of any Seller iy motor
vehicles or aircraft owned by any Seller, (i) dnysiness forms, employee training manuals, prtgrsieSeller software and other intellectual
property owned and used by any of the Sellerserofheration of a self storage business at anyeoPtbperties, (iv) except as provided in
Section 22 below, the right to use the name “AAARANt-A-Space”, (v) any operating accounts, replagror reserve accounts or other
accounts maintained by or on behalf of Seller dieBs affiliates with respect to the Propertiescepting however, reserve accounts under the
Third Party Loans that are assumed by Purchaséchwhserve accounts shall be assigned by Selleutchaser at closing of the applicable
Property; (vi) any refundable cash or other segwiéposits or any bonds posted by or on behaletiéBwith any governmental authorities,
utilities or other parties, other than those folichhan adjustment is made pursuant to Section dlbwh (vii) subject to any obligation of Seller
to remit such refunds to Tenants, any refunds alfestate taxes and assessments, personal prigertyand similar payments attributable to
the period prior to the applicable Closing (proddeowever, any refunds for the fiscal tax yeawnfrch the Closing occurs shall be prorated in
accordance with Section 11, below); (viii) subjecBection 13, below, any claims under Seller'siiaace policies; and (ix) Seller's
agreements with any of Seller’'s on-site propertyaggers.

3. Purchase Price The “Purchase Price’ to be paid by Purchaser to Sellers for the Priigeshall be a sum equal to the
aggregate oONE HUNDRED FIFTY MILLION TWO HUNDRED THOUSAND AND NO/100 DOLLARS ($150,200,000.00). The
portion of the Purchase Price allocated to eacpd?ty, which shall be paid at Closing to the Seffiesuch Property pursuant to Section 11.A,
below,




is set forth orExhibit “C” attached hereto (with respect to each Propertyy padion of the Purchase Price so allocated th suoperty as
aforesaid, shall hereinafter be referred to as thkocated Purchase Price’). The Purchase Price shall be paid by Purchais€tosing
(defined below) as follows: (i) Assumption of thggaegate outstanding balance of unpaid principaherThird Party Loans (defined below)
owing as of the Closing Date (which amount shaltieslited to the Purchase Price at Closing), theeatibalances owing with respect to the
Third Party Loans are estimated to be approxima#&#,580,243.00; plus (ii) Payment of the aggregatstanding balance of the Prepaid
Loans (defined below) (including unpaid principatdnterest and any related charges and otheafedexpenses, but specifically not
including any prepayment fees or penalties payafile respect to the any Prepaid Loan) owing asiefG@losing (which aggregate amount s
be credited to the Purchase Price at Closing; geml/ihowever, that any prepayment fees or penaléigable with respect to the prepayment of
an Prepaid Loan shall not be a credit towards tirelHase Price), the current balances owing witheesto the Third Party Loans are estimz
to be approximately $2,785,030; plus (iii) castotirer immediately available funds for the balantthe Purchase Price, which amount is
estimated to be approximately $130,834,727. AQlesing, Purchaser shall, subject to the requirgmef Section 4 below, assume the Third
Party Loans. As used herein, the termi$ird Party Loans ” and “ Prepaid Loans” shall mean the loans identified as such on tteched
Exhibit “D” . Each Property that is security for a Third Paidan is hereinafter referred to as @Hird Party Loan Property ” and all of the
Properties that are security for a Third Party Laesmhereinafter collectively referred to as thehird Party Loan Properties ”.

4, Assumption of Third Party Loans

A. The obligations of Sellers and Pusgraunder this Agreement shall be subject to theviing:

0] Purchaser’s approval of each of Théd Party Loans, including, but not limited tajrBhasers approval ¢
the amount, interest rate, payment schedule, repatarm and other terms of each Third Party Loahthe form of the documents evidenc
and or securing each Third Party Loan, including,rot limited to, any guarantees of each ThirdyPlaoan (hereinafter collectively the “
Third Party Loan Documents "), which approvals shall be in Purchaser’s solé absolute discretion. If Purchaser delivers tppraval
Notice (hereinbelow defined), Purchaser will berded to have irrevocably approved each Third Paogriand the Third Party Loi
Documents.

(i) Each Third Party Lender and eachlsarvicer of a Third Party Loan (if any) consegtia the transaction
which is the subject of this Agreement and Purchiasssumption of each Third Party Loan, all omgithat are reasonably acceptable to
Purchaser (the Eender Conditions”). Seller has informed Purchaser that KN Produdj Inc. (hereinafter theSeller Guarantor ”) has
executed an Indemnity and Guaranty Agreement wetpect to each of the Third Party Loans and tret sach Third Party Lender may
require Purchaser to provide a financially respalegperson to provide a similar guaranty and indgnmwmith respect to such Third Party
Lender’s Third Party Loan (hereinafter &eplacement Guarantor”). Purchaser agrees to offer a Replacement Gt@ramo shall, in
Purchaser’s reasonable determination, satisfyittaa¢ial conditions required to be maintained gy abplicable Seller Guarantor pursuant to
the Third Party Loan Documents; provided, howetleat the parties acknowledge that Purchaser m@8uymhaser’s option, require that the
assumption and/or guaranties of the Third Partynsdze provided by, one or more affiliates of Pusenavho satisfy the foregoing criteria. In
the event that the Third Party Loan Documents despecify financial conditions required to be mained by the applicable Seller Guarantor,
then, in the event so required by the applicabliedTiharty Lender, Purchaser agrees to offer a Replent Guarantor who shall have a
minimum net worth of at least $100,000,000.00. viNibistanding the foregoing, in no event shall Pasgr be required to approve any Lender
Conditions which require Purchaser or any affiliatéurchaser to execute any guaranties or to iaeyrobligations with respect to a Third
Party Loan which are materially more onerous odbosome than the guaranties and/or obligations




undertaken by the applicable Seller or such Sslkffiliates (including, but not limited to, thel®e Guarantor) under the applicable Third
Party Loan.

B. Promptly after the Effective Dateréhaser and Sellers shall apply to each Third Raghder and servicer of a
Third Party Loan for such Third Party Lender and/eer’s consent to the transaction which is thigject of this Agreement and Purchaser’s
assumption of such Third Party Loan in accordanitle kender Conditions that area reasonably accéptalPurchaser. Sellers and Purchaser
each agree to use commercially reasonable effodedperate with each other and with each ThirdyRamnder and servicer in seeking such
approval and consent and in responding to the nedude requests of such Third Party Lender andfwicge. Notwithstanding anything to the
contrary contained herein, provided that Selles Ruarchaser shall have satisfied their respectiligations under this Section, the failure of a
Third Party Lender to approve the assignment asdraption of a Third Party Loan by the expiratiortte# Due Diligence Period shall not
constitute a default by either Seller or Purchaser.

C. Notwithstanding anything to the camyrin this Agreement, if at the expiration of thee Diligence Period (1) any
Third Party Lender and/or the servicer of such dMarty Lendes Third Party Loan has not consented to the trdiesawhich is the subject |
this Agreement and to Purchaser’s assumption df $had Party Loan in accordance with Lender Cdodi that are reasonably acceptable to
Purchaser and (2) Purchaser gives Sellers an Appiatice in accordance with the provisions of 8et8.H below, the following provisions
of this Section 4.C shall apply:

(@ Purchaser may, by written noticeSellers given either concurrently with the givirfiglee Approval Notict
or at any time after the giving of a notice purduarSection 4.C(ii) below with respect to suchr@hParty Loan, elect to waive the condition
that such Third Party Lender and servicer consettid transaction which is the subject of this A&gnent and to Purchaser’s assumption of the
such Third Party Loan and proceed to Closing, iictvievent, the provisions of Section 16.C belowlsdggply to such Third Party Loan, or

(i) Purchaser may, by written noticeStellers given concurrently with the giving of thegkoval Notice, elect
to proceed to the Closing with respect to all & Broperties other than one or more of the ThirtlyRapan Properties with respect to which
Purchaser has not received such consent, in whiehtePurchaser and Seller shall continue to deekansent of such Third Party Lender
and/or the servicer of such Third Party Lender'gd@Party Loan to the transaction which is the sabpf this Agreement and Purchaser’s
assumption of such Third Party Loan in accordanitle thie provisions of Section 4.B above and thevigions of Sections 4.D and 11.H below
shall apply to the Third Party Loan Property whsgltures such Third Party Loan.

If at the expiration of the Due Diligence Periodmnthan one Third Party Lender and/or the sena€such Third Party Lender’s Third Party
Loan have not consented to the transaction whitheisubject of this Agreement and Purchaser’'smagsan of such Third Party Loan,
Purchaser may, in Purchaser’s sole discretion, raak#ferent election with respect to each suchd Riarty Loan.

D. As to each Third Party Loan with resjpto which Purchaser has made an election pursu&ection 4.C(ii) above,
upon Third Party Lender’s approval of Purchasessuanption of the Third Party Loan in accordancéWwignder Conditions which are
reasonably acceptable to Purchaser, Seller andh&sacagree to execute such documentation as maase@nably required by Third Party
Lender pursuant to and in accordance with the tefitise Third Party Loan Documents and such Le@erditions and to take all other steps
reasonably necessary to promptly Close the loamastson and Purchaser’s acquisition of the ThirdyPloan Property which secures such
Third Party Loan as soon as reasonably possibtanbo event later than the tenth (10th) busimzssafter the Lender shall have approved
such




loan assumption, the completion of which shallude such Third Party Lender’s release of Sellereawh Seller Guarantor from future
liability with respect to the Third Party Loan.

E. If Purchaser initially makes an &t pursuant to Section 4.C(ii) above with resgea Third Party Loan and
thereafter makes an election pursuant to Secti@i)dabove with respect to such Third Party Lowe, €losing with respect to Purchaser’s
acquisition of the Third Party Loan Property thetures such Third Party Loan shall occur as sosaasonably possible after the date on
which Purchaser gives Sellers written notice ofcRaser’s election pursuant to Section 4.C(i) abweitle respect to such Third Party Loan, but
in no event later than ten (10) business days #feegiving of such written notice.

F. Concurrently with the Closing of iiesumption of the Third Party Loan and providedapplicable Third Party
Lender shall agree, all reserve accounts maintdigeslich Third Party Lender on behalf of Sellecamnection with the Third Party Loan, if
any, shall be assigned by the applicable Sell@ur@haser at the Closing of the applicable ThindyRzoan Property and such Seller shall
receive a credit at Closing equal the amounts sigiaad. If the applicable Third Party Lender shall agree to the assignment and assumption
of existing reserves at Closing as aforesaid, Sedler shall not receive a credit therefor at Gigsiand, if required by such Third Party Lender,
Purchaser shall establish replacement reservég iamhounts required by the Third Party Lender,Rundhaser shall upon such Sebareques
reasonably cooperate with such Seller’s effortetmver such Seller reserves from Lender.

G. Purchaser shall be responsible fdray all fees, costs, expenses, and other chahgeged by any Third Party
Lender with respect to its consenting to the tratiga which is the subject of this Agreement argl dssumption of any Third Party Loan in
accordance with the provisions of this Sectioncluding, without limitation, any loan assumptiomrs$e

5. Earnest Money Deposit

A. Within three (3) business days afier Effective Date, Purchaser shall deposit witic&do Title Insurance
Company, National Office, at 171 N. Clark Street 8loor, Chicago, IL 60601, Attention: Ronald K.0pa, as the Escrow Agent” and “
Title Company ,” an earnest money deposit in cash in the amoUROJRTEEN MILLION NINE HUNDRED THOUSAND AND NO/100
DOLLARS ($14,900,000.00) (Earnest Money Deposit’). The Earnest Money Deposit shall be refundahbiendy the Due Diligence Period
(as defined in Section 8) and as otherwise sét farthis Agreement and shall be credited to theelfase Price upon the Closing as set forth
herein.

B. Purchaser acknowledges time is oetbsence with respect to the delivery of the Eatesey Deposit and the
balance of that portion of the Purchase Price dweoaving at the Closing. If Purchaser fails todfyndeliver the Earnest Money Deposit ani
the balance of the Purchase Price when due, sualefahall constitute a material default by Pusdrehereunder and in addition to Sellers’
other remedies hereunder, Sellers may terminadeftpieement by delivering written notice to Purareend Escrow Agent.

C. Upon receipt, Escrow Agent shall dapthe Earnest Money Deposit into an interestibganoney market account
maintained at a bank customarily used by EscrownAfger such purposes. All interest earned on thmé&st Money Deposit while held by
Escrow Agent shall be added to and increase theiatwd Earnest Money Deposit and shall be repadetie Internal Revenue Service as
income of Purchaser. Purchaser and Sellers agmg®vide Escrow Agent with their respective tagritification numbers upon execution of
this Agreement and Purchaser and Sellers shall igrexecute all forms reasonably requested byd#s@gent in connection with depositing
the Earnest Money Deposit in an interest-bearimgaat as provided above.




D. A portion of the Earnest Money Depasiall be applied to the satisfaction of the Aditerl Purchase Price for each
Property, with such portion of the Earnest Moneyp@sit being determined in accordance with the foihg provisions of this Section 5.D:

() With respect to the Closing for eaxflthe Properties other than the last three (8pé@xties to Close, the
portion of the Earnest Money Deposit to be appleethe Allocated Purchase Price for each such Pippball be equal to the product of
$7,400,000.00 multiplied by a fraction the numeratiowhich is the Allocated Purchase Price for sBcbperty and the denominator of whic|
the aggregate Allocated Purchase Prices for ahe@Properties other than the last three (3) Ptigseto Close.

(i) $2,500,000.00 of the Earnest Monegpbsit shall be allocated to each of the last tiBg®roperties to
Close; provided, however, that at the Closing efldst Property, the entire remaining balance efBarnest Money Deposit (including intere
shall be applied to the Allocated Purchase Pricatich Property

Except for a disbursement to Sellers as part oAfltezated Purchase Price upon the Closing of @&ty as provided above, if either Purchi
or any Seller makes a written demand upon Escroenffpr payment of the Earnest Money Deposit (podion thereof), Escrow Agent shall
give written notice to the other party of such dachalf Escrow Agent does not receive a writterecbipn from the other party to the proposed
payment of the Earnest Money Deposit (or a porti@meof) within three (3) business days after ffzaty’s receipt of such notice, Escrow
Agent shall make the payment of the Earnest Moneydsit (or a portion thereof) pursuant to the detndhEscrow Agent does receive such
written objection within such three (3) businesg geariod, Escrow Agent shall continue to hold tfertest Money Deposit (or a portion
thereof) as provided in Section 5.C until otherwdgected by joint written instructions from Purslkea and Sellers or a final, non-appealable
judgment of a court of competent jurisdiction. Heower, Escrow Agent shall have the right to depbsitEarnest Money Deposit with the cle
of the Superior Court of Alameda County, CalifornlaEscrow Agent so deposits the Earnest Monegd3é with the clerk of the court,
Escrow Agent shall give written notice thereof &l&s and Purchaser and, upon such deposit ai@enBscrow Agent shall be relieved and
discharged of all further obligations hereunder.

6. Items from Sellers

A. Documents To the extent not already provided to Purchasihjn three (3) business days after the Effecbate,
each Seller shall, with respect to each Propertyanlby such Seller, make available to Purchassuscit Seller’s principal place of business
during normal business hours, all of the follow{gllectively, the “Documents”), to the extent that they exist and are withia tontrol of
any of the Sellers or any of their respective iafls, employees or agents and to the extent the da not constitute Excluded Documents, as
defined below:

0] All inspections, studies, assessmemports, audits, and surveys affecting or megatd such Property,
including, but not limited to, all title reportsti¢ policies, land surveys, environmental, mechahielectrical, structural, soils, and similar
reports, assessments, and/or audits, traffic tudied appraisals. (Purchaser acknowledges thatstasitial number of such title reports,
surveys, engineering reports and environmentalrteave already been received).

(i) All site plans, as-built plans, driengs, environmental, mechanical, electrical, stradt soils, and similar
plans and specifications relating to such Property.

(iii) All certificates, inspections, pertsj compliance letters, and certificates of occagaelating to such
Property or Seller’s business on such Property.




(iv) A rent roll for such Property (eackriinafter a ‘Rent Roll ) together with a copy of the standard form of
lease agreement, amendments, and side agreemdrtemnant insurance sales materials used in commewith the operation of such Property,
and a true and correct copy of each non-self seoleage affecting such Property,

()] A list of all real estate contradts;luding service contracts, license agreementsiandes, management,
maintenance, leasing commission or other agreenadfieiting such Property, if any, together with iegpof the same. The contracts which are
included on the lists delivered to Purchaser purstathis Section 6.A(v) are hereinafter colleetivreferred to as theContracts ”.

(vi) Copies of all real and personal prtpéax statements relating to such Property, gryzart thereof, for
each of the two years prior to the current year, gralailable, for the current year.

(vii) A schedule of all litigation affectinsuch Property or such Seller during the pastvav€l2) months,
together with a “loss run” of all claims submittexdthe Seller’s insurance carriers for the past {%) years.

(viii) Copies of financial statements forchuProperty for 2004, 2005, and year to date 2@ffisther with copie
of monthlydelinquency reports, unit mix/occupancy statisteggort, monthly management reports, non-rentedrepibrts ( collectively the “
Financial Reports™). Prior to the Closing, each Seller shall previ@urchaser with monthly updates to Seller’s Fir@eports within five
(5) business days after the end of each month.

(ix) Copies of the organizational docutsefor such Seller.

(x) Copies of all Third Party Loan Doceints and all documents evidencing and/or secuhiadPtepaid
Loans.

(xi) Copies of all Ground Lease agreermamd amendments.

(xii) Copies of the Kapolei Loan and alated documents.

The parties acknowledge that Purchaser may reqthier documents in connection with its review @& Broperties and Sellers’ business
thereon. Purchaser will provide Sellers with aositist requesting such other documents, and Selldrsise commercially reasonable effort:
make the documents identified thereon availablaiwiten (10) days of Purchaser’s request, to thengxhat such documents exist and are
within the control of Sellers or their affiliatemmnployees or agents.

B. Excluded DocumentsAs used herein, Excluded Documents’ shall mean (i) any purchase and escrow
agreements and correspondence pertaining to Sedlequisition of the Property, (ii) any agreememtd/or letters of intent pertaining to the
potential acquisition of the Property by any pagprmspective purchasers, (iii) any third partyghase inquiries and correspondence, appr:
or economic evaluations of the Property, (iv) aByspnnel records and files maintained by or on lhefi&eller with respect to individuals, if
any, employed at or in connection with a Propentyclv Seller is obligated by law to keep confidelntad (v) any documents or materials
which are subject to the attorney/client privilegevhich are the subject of a confidentiality oblign; provided, however, that prior to the
expiration of the Due Diligence Period, Seller sgale Purchaser written notification if Sellerdgiming that any Document requested by
Purchaser is an Excluded Documents pursuant tprthasions of this Section 6.B(v).




C. Return of DocumentsAs to each Property, at such time as this Ages#ns terminated for any reason, Purchaser
shall return to Sellers the copies and/or origidlall of the Documents delivered or made avadablPurchaser by or on behalf of any Seller
with respect to such Property.

D. No RepresentationPurchaser acknowledges that with the exceptitheoDocuments described in Sections 6.A
(iv), 6.A(v), 6.A(vii), 6.A(viii), 6.A(ix), 6.A(x), 6.A(xi), and 6.A(xii), many of the Documents wenepared by third parties other than Sellers,
and in some instances, may have been prepared@i&®ilers’ ownership of the Properties. Purch&sgher acknowledges and agrees that,
except as expressly set forth in Section 17 befjweither Sellers nor any of Sellerg'spective agents, employees or contractors has ara
warranty or representation regarding the truthuesxy or completeness of the Documents or the s@licand (i) Seller has not undertaken
any independent investigation as to the truth, @aguor completeness of the Documents and Self@oigding the Documents or making the
Documents available to Purchaser solely as an avoalation to Purchaser. To the extent such Docwsrexist and are in the possession or
reasonable control of any of the Sellers or antheir respective affiliates, employees or agentie®s agree to cause the Documents describec
in Sections 6.A(iv), 6.A(v), 6.A(vii), 6.A(viii), BA(iX), 6.A(X), 6.A(xi), and 6.A(xii) to be true @haccurate in all material respects and, to the
extent such documents do not exist or are not withé reasonable control of any of the Sellersngrad their respective affiliates, employee
agents, Sellers agree to provide reasonable caapewith Purchaser to provide Purchaser with astesuch Documents.

E. Survival of Obligations The obligations of Section 6.C shall survive taynination of this Agreement. In
addition to any other remedies available to Sell®edlers shall have the right to seek equnaljlefrencludlng specific performance and
injunctive relief) against Purchaser and Purchasepresentatives to enforce the provisions ofi@eéLC.

7. Rule 314 Audit . Sellers acknowledge that under Rule 3-14 of Reigum S-X, Purchaser is required to obtain cartai
information in connection with reports Purchaseeiguired to file with the Securities and Excha@genmission. Accordingly, provided that
Purchaser provides a certificate executed by aoutixe officer of Purchaser that Purchaser is @téd to complete a Rule 3-14 Audit
(hereinbelow defined) Sellers agree to (a) allowcRaser and Purchaser’s representatives, at Perchasle cost and expense, to perform an
audit of Sellers’ respective operations at the Briigs to the extent required under Rule 3-14 afufaion S-X (hereinafter aRule 3-14
Audit ), and (b) make available to Purchaser and Pumstsasepresentatives for inspection and audit #e&érespective offices all of Sellers’
books and records reasonably requested by Purctwaigbe full calendar year 2005 and the full cal@nyear 2006 and relating to the
operations of each Seller on the Properties, inefydut not limited to, income, expense, occupaacyl other financial and occupancy
information relating to the Properties. In conimtwith the foregoing, Purchaser shall give Sslleo less than ten (10) business days’ prior
written notice of Purchaser’s plans to inspect andit such books and records. Sellers acknowldageRule 3-14 may require Purchaser to
perform a Rule 3-14 Audit both after the expiratafithe Due Diligence Period and after the Closing Sellers agree that Sellers’ respective
obligations under this Section 7 shall survive @esing and delivery of documents contemplatedhisy Agreement. Any Rule 3-14 Audit
shall be completed as soon as reasonably possiBlParchaser and Purchaser’s representativesusigatiommercially reasonable best efforts
not to interfere with Sellers’ ability to condutd business. Copies of all Rule 3-14 Audits shalpromptly provided to each Seller at no cost
to Seller. Purchaser expressly acknowledges armkaghat all Rule 3-14 Audits, together with tleks and records made available to
Purchaser in connection therewith, shall be sultgetiie terms and conditions of Section 24, below.

8. Due Diligence Period

A. Due Diligence PeriadPurchaser shall have until the earlier of ei{igrsixty (60) days after the Effective Date, or
(2) the date on which Purchaser gives Sellersemrittotice of Purchaser’s




intent to proceed with the purchase of the Proge(tihe “Approval Notice ") pursuant to Section 8.H below Pue Diligence Period’) to
conduct, at Purchaser’s sole cost and expengdyétsliligence to determine, in Purchaser’s solerei®n, that all of the Properties (including
any related Ground Leases and Third Party Loams3@table and satisfactory for Purchaser’s intdngse of such Property. Purchaser’s
inspection shall include the following:

B. Property EvaluatianPurchaser shall have the right to inspect amanéxe the Properties, during regular business
hours, to the extent Purchaser deems necessasysolé discretion, to determine the conditionaafreProperty; provided, however, Purchaser
shall not undertake any invasive or destructiviangsvithout the prior written consent of Selletieh consent shall not be unreasonably
withheld or delayed. In connection with Purchas@rspection of the Properties, Sellers shall naledlable to Purchaser and Purchaser’s
representatives for inspection and review at thidress to which notices to Seller are to be serdyant to Section 28 below or, at Sellers’
option, at Sellers’ respective offices, all of &l books and records (other than the Excludedubemnts) relating to the acquisition,
construction, development, entitlement, permittimgeration, maintenance or ownership, of each@Pttoperties. Purchaser and Purchaser’s
representatives shall have the right, at Purcheisele expense, to copy any of such documentsemodds and, to the extent to copied, such
documents and records shall become Documents h&ecand its agents shall schedule all on-sifeti®ons with Sellers in advance.
Purchaser and Purchaser’s representatives, coms,lggents and employees shall, during regulanésss hours, (a) have the right to cause
complete non-invasive environmental reviews arg &iisessments and inspections of each Propergyrtmbe (b) have access to all buildin
improvements, storage areas (not under the cooftfbénants and, subject to each Tenant’s rightegrespaces, equipment and Personal
Property, (c) conduct all other necessary feagjtsliudies, title reports, surveys, engineeringligts, examination of zoning status, building and
use permits, sign permits and all other permitsiireg for each Property. While conducting suclestigations, tests and studies, Purchase
Purchaser’s agents and representatives shall gatdd to: (1) use commercially reasonable effardsto unduly disturb the Tenants or
unreasonably interfere with the Tenants’ right oileq enjoyment or use of the Property pursuanhédr respective Leases; (1) use
commercially reasonable efforts to not unreasonatérfere with the operation, use and maintenaficke Property; (I1I) use commercially
reasonable efforts not damage any part of the Pyopeany personal property owned or held by aagpdnt or any third party; (IV) use
commercially reasonable efforts not injure or otfise cause bodily harm to Seller, any Tenant orarfieir respective agents, contractors
employees, or any other third party; (IV) mainteemmercial general liability (occurrence) insuramgdh minimum limits of $2,000,000 per
occurrence and in the aggregate, from an insussorebly satisfactory to Sellers covering any astiarising in connection with the presence
of Purchaser and Purchaser’s agents and reprasestah the Properties and to deliver a certificdtsurance verifying such coverage to
Seller prior to any entry upon any of the Propsrt{®) promptly pay when due the costs of all teistgestigations, studies and examinations
done by Purchaser with regard to the Properties) (Mt to permit any liens to attach to the Prapdry reason of the exercise of Purchaser’s
rights hereunder; (VIII) promptly remove or caugsée removed (by bonding or otherwise) any sugatslighich attach to the Property; (1X)
fully restore the Properties and the Personal Rtppe the condition in which the same was fountbbeany such inspections, tests or studies
were undertaken, subject to reasonable wear and¥acomply with the confidentiality standardg éerth in Section 24, below; and (k)
comply with the terms and provisions of Section, ®é&low.

C. Evaluation of Businesdn addition to Purchaser’s inspection of the Duents provided by or made available by
Sellers pursuant to Section 6, Purchaser, andj@sta and accountants, shall have the right, duggglar business hours and upon not less
three (3) business days prior written notice, &péett and examine all business and service recbedsint files, Leases, accounts receivable,
accounts payable, books and records of accounfpetmrecords, bank deposit receipts, Ground LeasesThird Party Loan Documents, and
all other such documents relating to the managenogetation, income and expense of each Propersiifof 2004 and all subsequent months
to date. Purchaser shall have the right




to make photocopies of all records and documersiathases sole cost and expense. Purchaser will use athyisformation made availab
by Sellers solely to evaluate the business conduoten the Property and acknowledges that all snfdrmation shall be subject to the terms
and conditions of Section 24, below. Purchaselt als have the right to seek commercially reabtmastoppel certificates and commercially
reasonable non-disturbance and attornment agresrfient each non-self storage tenant and from tsoleof each Ground Lease; provided,
however, that any estoppel from the lessor undeGtound Lease shall be in the form attached hasxhibit “E” and any estoppel from
each non-self storage tenant shall be subjecktptior approval of Sellers, which approval shall be unreasonably withheld, conditioned or
delayed. In the event that this transaction da¢slose for any reason, other than the defaudingfSeller, Purchaser will return and/or deliver
to Sellers, at no cost to Sellers, all Documentsraports, studies, surveys or other materialsRoathaser has obtained from Sellers or any
other source, including the items provided purst@ai@ection 6.

D. Assumption or Termination of ContsactDuring the Due Diligence Period, Purchaser steaflew the Contracts.
On or before the expiration of the Due Diligencei®® Purchaser shall designate, as to each Pyosrivritten notice to Sellers (the “
Purchaser’s Designated Contract Noticé) all Contracts which Purchaser chooses to hasgasd to Purchaser (thédesignated Contracts
"). The failure of Purchaser to give Purchaseresignated Contract Notice with respect to any Ptgshall be deemed to constitute
Purchases election to assume all Contracts with respestiah Property. Seller shall be responsible foceHattion of Contracts which are 1
Designated Contracts and shall be responsiblénéopayment of all cancellation fees associated thightermination of those Contracts.
Notwithstanding anything to the contrary contaihedein, Seller shall cause the termination of apprty management agreements v
respecting each Property. Seller’'s cancellatioBaftracts which are not Designated Contracts dieadiffective upon the Closing.

E. Extensions of Due Diligence Period during the Due Diligence Period, any thirdtganvestigation obtained by
Purchaser recommends a Phase Il environmental §fBtgse Il Study”and, except as provided otherwise in this Sectamchaser otherwis
approves the Properties prior to expiration ofBlue Diligence Period, Purchaser shall have the tmkxtend the Due Diligence Period for the
applicable Property or Properties only for an adddal twenty-one (21) days solely to complete thad® 1l Study and to otherwise continue
Purchaser’s investigation of the environmental ddord of the Property for which such Phase Il Stiglyecommended. Purchaser may only
exercise this right to extend the Due Diligencdd®eby giving Seller written notice at any timegrto the expiration of the Due Diligence
Period and by delivering the Approval Notice (sabjenly to the provisions of this Section 8.E, $&atB8.F below and Section 15 below).

F. Tenant, Ground Lessor and Governaigaithority Inquiries. Purchaser shall have the right, as part of Ragets
due diligence investigation, to contact Sellershdmts, orsite property managers, and, except as providemhbial this Section 8.F with resp:
to the City of Berkeley, California, governmentatlgorities about various aspects of the Propentiessided, however, that except as provided
below with respect to storage unit Tenants, Puehsisall not contact or make inquiries of any Teégsan any Seller's on-site property
managers without Purchaser first providing Seheith written notice thereof, which notice shall inde the general subject matter of such
inquiry, interview, contact or meeting. Purchaseall provide at least two (2) business days pridtten notice of each such inquiry, contact,
interview and meeting and Seller shall have thetrig be present and otherwise participate iniadhgnquiries, contacts, interviews and
meetings. Prior to the date on which Sellers gfinelessors under the Ground Leases written nofi&ellers’ intent to assign the Ground
Leases to Purchaser (hereinafter tii&réund Lease Notification Date”), Purchaser shall not contact any of the lessader the Ground
Leases without the prior written consent of Sellehich consent may, prior to the Ground Lease Matifon Date, be withheld by Sellers in
Sellers’ sole and absolute discretion; providedydwer, that if the Ground Lease Notification Dases Imot occurred at least thiffiye (35) day:
prior to the expiration of the Due Diligence Perattl provided
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that Purchaser gives Sellers an Approval Noticbjésa only to the provisions of Section 8.E abdhés Section 8.F and Section 15 below), the
Due Diligence Period shall, for the sole purposwfchaser approving the Ground Leases, be extamdiédhe date which is thirty-five (35)
days after the Ground Lease Notification Date.eAthe Ground Lease Notification Date, Purchasall slot contact or make inquiries of any
lessors under the Ground Leases without Purchisepfoviding Sellers with written notice therewafhich notice shall include the general
subject matter of such inquiry, interview, contactneeting. Purchaser shall provide at least 8yd(siness days prior written notice of each
such inquiry, contact, interview and meeting antleBshall have the right to be present and oth&svgiarticipate in all such inquiries, contacts,
interviews and meetings. Notwithstanding anythimghe contrary in this Agreement, Purchaser exglyecknowledges and agrees that prior
to the Closing, Purchaser shall have no right $oulis the modification or any potential changenseradment of any Ground Leases with any
lessor under a Ground Lease. Notwithstanding amytio the contrary in this Section 8.F, Purchasel not contact in any manner the City
Berkeley, California, or any employee or agentebémwithout the prior written consent of Sellerdjigh consent shall not be unreasonably
withheld or delayed; provided, however, that ifl&ehas not given such consent at least thirty @23} prior to the expiration of the Due
Diligence Period and provided that Purchaser gBeters an Approval Notice (subject only to theysmns of Section 8.E above, this Section
8.F and Section 15 below), the Due Diligence Pestuall, for the sole purpose of allowing Purchdsepprove the zoning and entitlements for
the Berkeley Property, be extended until the ddtiehvis thirty (30) days after the date on whiclie3s give such consent. Furthermore,
notwithstanding anything to the contrary in thist8 8.F, upon Purchaser’s review of the Rent Rwlkeach Property, Purchaser will have the
right to identify, by written notice to Sellerssample of not more than ten percent (10%) of tbeage unit Tenants at each Property that will
be audited in connection with Purchaser’s inspaatiosuch Property. That sample will include absurvey, the script of which is attached to
this Agreement aBxhibit “F” and by this reference made a part hereof. Withm(®) business days of Sellers’ receipt of PureHaswritten
notice identifying the storage unit Tenants toruded in the sample, Seller shall provide to Raser copies of the leases and contact
information for each of the storage unit tenanthiasample. Notwithstanding anything to the caytin this Agreement, any extensions of
Due Diligence Period pursuant to either SectionabBve or this Section 8.F shall run concurrentig aot consecutively.

G. Purchaserindemnification Purchaser shall indemnify, defend, protect amld Bellers and the Properties
harmless from and against any and all liens, cesfgenses, losses, attorneys’ fees and liabiliéisslting directly from the activities of
Purchaser and Purchaser’s agents upon any of tipeifies under this Agreement or Purchaser andfiah@ser’s agents breach of this Section
8. The provisions of this Section 8.G shall suevilie Closing or earlier termination of the Agreame

H. Purchases Approval. If Purchaser is satisfied with Purchaser’s icipa of the Properties, Purchaser will deliver
the Approval Notice to Seller and Escrow Agent otefore the last day of the Due Diligence Pertbdt Purchaser intends to proceed witt
purchase of all of the Properties. Purchaserlaraito deliver the Approval Notice in a timely nmam shall be deemed to be disapproval of the
Properties, in which case, this Agreement shabraatically terminate, the Earnest Money Depositldiepromptly returned to Purchaser and
the parties shall have no further rights or obl@a to one another hereunder except as exprassidsotherwise herein.

9. Engineering Report On or before the last day of the Due Diligeneédtl, Purchaser may, at Purchaser’s electionjrobta
at Purchaser’s sole cost and expense an engingepog (each an Engineering Report” and, collectively, the ‘Engineering Reports”) on
each Property and all structures thereon, as aipéicissued either internally or by a licensed jgany reasonably acceptable to Purchaser and
Sellers and issued for the benefit of Purchasd?uathaser’s sole cost and expense. Purchasépstraptly provide a copy of each
Engineering Report to Sellers at no cost to Sellers

10. Survey and Title Matters
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A. Title Insurance Purchaser, at its sole cost and expense, wliirdrom the Title Company with respect to each
Property a current title insurance commitment fpolcy (CLTA for those Properties located in Caiifia and ALTA for the Properties in
Hawaii) of owner’s extended coverage title insuga(icTitle Commitment ") accompanied by true, complete, and legible copikall
documents referred to in the Title CommitmenTifte Documents”). The Title Commitment for each Property shalvocably obligate the
Title Company to issue an extended coverage tiflarance policy (on the CLTA or ALTA form, as agglble) in the full amount of the
Allocated Purchase Price with respect to such Ptpigeach individually a Title Policy ” and all collectively the Title Policies”), which
Title Policy shall insure either Purchaser’s faade title to or leasehold estate in such PropeRyrchaser shall cause Title Company to
deliver copies of each Title Commitment and relaftiglk Documents to Sellers’ counsel concurrentvitis delivery of the same to Purchaser.
Notwithstanding anything to the contrary contaihedein, Purchaser, at its sole cost, may obtd@itisurance coverage in addition to the T
Policy (including, without limitation, any endorsents Purchaser may desire to obtain), provideddbizining such additional coverage shall
not be a condition to or otherwise delay the Clgdiereunder. Sellers agree to provide such affislag the Title Company may reasonable
require as a condition to the issuance of the Ft#cies.

B. Survey Purchaser may order, at its sole option andresgaean ALTA survey of each Property in a form isight
to enable Title Company to delete the survey exaeeptfrom the Title Policies (each individually &trvey” and all collectively the “
Surveys”). Purchaser shall promptly deliver copies of &wrveys Purchaser obtains to Sellers.

C. Zoning Subiject to the limitations stated in Section &¥eve with respect to the City of Berkeley, Catiia,
Purchaser may order, at its sole option and exparaening report for one or more of the Propeiash hereinafter aZoning Report ” and
collectively the “Zoning Reports”). Seller agrees to reasonably cooperate witltifager and its agents in efforts to obtain inforomat
including execution of written requests and relsdsahird-parties and municipal authorities foclsinformation.

D. Title, Survey, and Zoning ObjectioMNo later than fifteen (15) days prior to the iexpon of the Due Diligence
Period, Purchaser shall provide Sellers with wmittetice of any matters set forth in the Title Coitnments, Surveys or Zoning Reports to
which Purchaser objects Objections”). Any matters (i) set forth in the Title Commiémts or Surveys, other than “Monetary Encumbrances
as defined below, to which Purchaser does not bhjeeithin the time period set forth above or whitave been waived or cured, (ii) any
tenants in possession as tenants only under theekegthout any option to purchase the Propeiity afily matters created by or with the
written consent of Purchaser; and (iv) all governtaklaws, codes, ordinances and restrictions noleceafter in effect as they may affect the
Property shall be referred to collectively heredrtlze “Permitted Exceptions.” Sellers shall have ten (10) days from the dditeeceiving
such notice of Purchaser’s Objections from Purahagtin which Sellers may elect to have such Otijgrs removed from the Title
Commitments and/or Zoning Reports or cured to dasonable satisfaction of the Title Company. &dbent Sellers, at Sellers’ sole
discretion, fail or determine not to cure any oféhaser’s Objections within such ten (10) day mkrtben Purchaser shall have until the
expiration of the Due Diligence Period five to ¢leither to (y) waive Purchaser’s Objections aodsider them to be Permitted Exceptions or
(z) terminate this Agreement, in which event thenéat Money Deposit shall be immediately refundgdbcrow Agent to Purchaser.
Purchaser’s delivery of the Approval Notice shaldeemed to constitute Purchaser’s election togaander (y), above. Sellers and
Purchaser agree that with the exception of thedTRarty Mortgages (as definedimxhibit “D” ), “Monetary Encumbrances” (hereinafter
defined) shall not constitute Permitted Exceptiand Sellers shall have the obligation, at or paathe Closing, to remove all Monetary
Encumbrances other than the Third Party Mortgagasgassumed or being taken subject to by Purcle<aliosing. As used herein, the term
“ Monetary Encumbrances” shall mean mortgages, deeds of trust, and othewrabrances securing an obligation to pay moneywibee
voluntarily created by Sellers; provided, howevkat Monetary
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Encumbrances shall not include property taxes sessmnents for the year in which the Closing ocandscommon area maintenance charges,
if any, which are not yet due and payable. Selid Purchaser agree that property taxes and asmassfor the year in which the Closing
occurs and common area maintenance charges, ifrdnigh are not yet due and payable shall be prdrateaccordance with the provisions of
11.E below. Sellers shall use good faith effastpiiovide Purchaser with a “pay-off” letter fromchdender holding a debt secured by a lien or
other security interest in a Property within tefl)(dlays of the Effective Date.

E. So long as such failure is not aultesf a default by any Seller under this Agreem&getlers’ inability to deliver
title to any of the Properties in the condition @gsary for the Title Company to issue the Titleédted for any reason shall constitute a failur
a condition and shall not constitute a breach d&&e obligations under this Agreement.

11. Proration Date, Closing Date and Clasy Procedures and Requirements
A. Closing Date Subject to the provisions of Section 4.C(ii) ed@and Section 11.1 below below, th€losing Date”

or “ Closing” of this Agreement and the completion of the pas#h of the Properties by Purchaser shall be oefordten (10) business days
from the end of the Due Diligence Period (heremratte “Initial Scheduled Closing Date”). Closing shall be coordinated and conducted
through the Title Company’s office and neither patiall be required to personally attend the Clpsifihe “Closing Date” with respect to

any Property shall be the date on which ti@&dsing ” with respect to such Property occurs. THelésing” with respect to any Property shall
be deemed to have occurred when all of the comditio Closing with respect to such Property (a$ms#t in this Agreement) have either been
satisfied or waived, the Escrow Agent holds a sspagettlement statement signed by the Sellerasf Buoperty with respect to such Property,
separate settlement statements signed by Purcdkeespect to Property, and all of the funds ath@f the other documents required by this
Agreement, and Sellers and Purchaser have autbddfizerow Agent to disburse the Purchase Price alivkd such documents in accordance
with the provisions of this Agreement. The Closofg Property shall not occur unless each comdittoPurchaser’s obligations, and Sellers’
obligations more specifically set out and othervéasamerated in Section 15 below, have been satisfisvaived with respect to such Prope

B. Transitional Wallhrough. Within approximately ten (10) days prior to Gtag Purchases operational staff sh:
have the right to conduct a general walk-throughlbdbuildings, improvements, storage areas (ndeuthe control of Tenants) and, subject to
each Tenant’s rights, other spaces, equipment argb®al Property with representatives of Sellexsrder to prepare for and assist in the
transition of management at Closing.

C. Conveyance of Properties and Deli#rglosing Documents Each Seller shall convey such Seller’s Property
Purchaser pursuant to &ted” or “ Assignment”, as applicable, and the other documents whichraree particularly described dxhibit
“G” attached hereto and by this reference made a gagoh At the Closing with respect to the Alam&udaperty, the Seller of the Alameda
Property and each of such Seller’s affiliates pithvide Purchaser with an additional separate as®gt of all of such Seller’s rights, claims,
and causes of action arising from or relating to¢hvironmental condition of the Alameda Propegdstiast all prior owners and other
potentially responsible parties (other than sudleSand any of such Selleraffiliates); provided, however, that such Sedleall retain the rigl
to assert any and all defenses that are now oafteravailable to such Seller with respect to elayms that might hereafter be asserted agains
such Seller and relating to the environmental ciimdliof the Alameda Property. The Seller of tharAkda Property agrees to cooperate with
Purchaser (at Purchaser’s expense) in the asseftgrch claims by Purchaser. By the Closing Deaeh Seller shall deliver to the Title
Company each of the documents identified on Extitas a document to be delivered by such Selléth(each such document having been
duly executed, in recordable form where applicabRy the Closing Date, Purchaser shall
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deliver to the Title Company each of the documétgstified on Exhibit “G” as a document to be delied by Purchaser (with each such
document having been duly executed, in recordaisha fvhere applicable). Promptly after the Clodirage, the Title Company shall record
and/or deliver the Deeds, Assignments and othenrdeats identified on Exhibit “G” in the manner sified on Exhibit “G”.

D. Payment of Purchase Price at Closi@n the Closing Date, the Earnest Money Depipgituding any additional
deposits made pursuant to this Agreement, shaltdmited towards payment of the Purchase Pricedordance with Section 5.D, above.
Purchaser shall pay the portion of the AllocatettRase Price to be paid in cash at Closing to Esé&xgent by certified funds or by wire
transfer.

E. Prorations

0] All real property ad valorem taxewageneral and special assessments applicabletd?zaperty for the
year in which the Closing occurs shall be prordtetiveen Sellers and Purchaser as of 12:01 a.nhmeathird day prior to the Closing Date
such Property (the Proration Date "), said proration to be based upon the most régentilable tax or assessment rate and valuatitm w
respect to such Property. Notwithstanding thedgoirey, any taxes or assessments levied againd®@perty with respect to any period of ti
prior to the Proration Date shall remain and bedibiggation of Sellers, if not provided for in theorations, and Sellers shall promptly pay, or
reimburse Purchaser, as applicable, all such @ixassessments prior to their delinquency. Atrarpo the Closing, Sellers shall pay all real
property ad valorem taxes and all general and apassessments applicable to the Properties wiéctiiee and payable for any period prior to
the year in which the Closing occurs. Purchasell le responsible for the payment of any taxesssessments levied against any Property
with respect to any period of time after the Clgsivate. Any refund for real estate taxes or assests applicable to the period preceding the
Closing, whether paid before or after the Closaiwll be paid to Seller, and Purchaser shall havgaim or right whatsoever thereto,
provided, however, any refund applicable to thenated tax year for which Purchaser paid a portiwail$e prorated. The remaining princi|
amount (after the application of the prorated portf any installment applicable to the period ptthe Closing Date) of any and all
assessments and/or bonds which encumber the Respertany part thereof shall not be prorated podjoned but shall be assumed in full by
Purchaser at Close of Escrow (and Purchaser shidtieentitled to a credit from Seller against®uechase Price in the amount of such
assessments and/or bonds). The obligations uhidesubsection shall survive Closing.

(i) Subject to the Proration Review @sined inExhibit “H” ), all income and operating expense items,
including, but not limited to, utilities, yellow ga advertisements, prepaid insurance premiumsofiytto the extent that Sellers’ insurance
policies are assigned to Purchaser at Closing patdo Section 17.A(xiv) below), Ground Lease reatsl all amounts due under any
Designated Contracts, shall be prorated as of tbeaffon Date. For any deposit with a utility caamy for which the utility company accepts
the Purchaser as assignee and permits the reterfitiba deposit, Purchaser shall give Sellers ditcat Closing for each such retained deposit
with a utility company serving a Property in whickse Sellers shall assign their rights to each dapbsit to Purchaser at the Closing; or, at
Sellers’ option, Sellers shall be entitled to reeea refund of each such deposit from the utildgnpany, and Purchaser shall post its own
deposits.

(i) For purposes of this AgreemenRéntals” means, collectively, all amounts paid or payabjeT enants
under their respective Leases in connection witr thccupancy of the Property, including prepaiatse “Rentals” shall not include the
Security Deposits. At the Closing with respeceéeh Property, Rentals for such Property shalllbeaded in accordance with the following
provisions of this Section 11.E(iii):
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(@) As to each Property, at the Closthg,Seller of such Property shall retain the amofiany
Rentals which have been prepaid for any period #itemonth in which the Proration Date with resgesuch Property occurs and Purchaser
shall receive a credit toward the Allocated Purelasce for such Property for such prepaid Rentals.

(b) If the Proration Date occurs on aedatt is after the tenth (10th) day of any calemdanth, the
Seller of such Property shall provide Purchasersatow Agent with a list of those Rentals thatéhagtually been collected with respect to
such Property as of the Proration Date, and Estfolder shall make appropriate debits and creditheécaccounts of Purchaser and Seller to
reflect such prorations.

(c) If the Proration Date occurs on eedhgt is on or between the first (1st) and teféih) day of
any calendar month, Rentals for such Propertydoh salendar month shall be deemed received bast#tea@verage historical collection rate
for such Property during the first ten (10) daysath of the three (3) calendar months immedigtedgeding the calendar month in which the
Proration Date with respect to such Property stradlr. For purposes of proration of Rentals asil, (1) the Seller of such Property shall
provide Purchaser and Escrow Agent with the amofititose Rentals that have been deemed receiveddbySeller as of the Proration Date
pursuant to the first sentence of this Section,tli¢ Seller of such Property shall provide Purehasd Escrow Agent with a list of the Rentals
actually received by such Seller for such montid, @) Escrow Holder shall make appropriate debits! credits to the accounts of Purchaser
and such Seller to reflect such prorations. By wigxample only, assume that as of the Proratiate DSeller has actually received $20,000 in
Rentals for the month in which the Proration Dateurs and that scheduled monthly Rentals for tlopétty are in the aggregate $50,000. |If
the Proration Date occurs on the fifth (5th) day&0-day calendar month and historically, 85%hefRentals are collected by the tenth (10th)
day of a month, then for purposes of prorating RiesnEscrow Agent shall (x) assume that $42,5ab@Rentals will be collected during the
first ten (10) days of the calendar month in whieh Closing shall occur, (y) then allocate fivetibths (5/30) of the amount of the Rentals
deemed collected (i.e. $7,083.33) to Seller ande¢h®inder to Purchaser, and (z) credit Purchdas@loaing with an amount equal to the
difference in Rentals actually collected by Sedled the amount allocated to Seller at Closing @nsto clause (y) above (i.e. $12,916.67).

(d) If the Proration Date shall occurabdate that is (i) after the tenth (10th) day of ealendar
month, those Rentals which have not been collez$enf the Proration Date shall be deem&gelinquent Rentals” and (ii) on a date that is «
or between the first (1st) and tenth (10th) dagmf calendar month, those Rentals not deemed tadigrirsuant Section 11.E(iii)(c) above,
shall be deemedDelinquent Rentals.” At the Closing with respect to each Propertg, timpaid Delinquent Rentals for such Property diall
treated as though received by Purchaser and pdoaatéollows: (x) Delinquent Rentals that are uddar no more than 30 days shall be
allocated 75% to the Seller of such Property artd &5 Purchaser; (y) Delinquent Rentals that areaitchim excess of 30 days but no more than
60 days shall be allocated to 50% to the Sellesuch Property and 50% to Purchaser; and (z) DetingRentals that are unpaid for more than
60 days shall be allocated 100% to Purchaser.THrant has any Rentals that are delinquent, aitdRefor that tenant (regardless of whether
delinquent or not) shall be included in the longkdinquency category for which that tenant isrtplient as of the Proration Date. As an
example, if a Tenant has Rentals that are 61-delysqiient, all of the Rentals of that Tenant shalentirely in the over 6@ay category. Upc
the Closing, Escrow Agent shall credit to the actaf the Seller of each Property the aggregateuatnaf the Delinquent Rentals allocated to
such Seller for such Property pursuant to claugearn(d (y) above. After Closing, Purchaser shalkhtitled to retain all Delinquent Rentals
actually received as to such Property and Sellea$l bave no interest therein, as Sellers shalehrageived at Closing a credit for and payment
of its agreed-upon share of such Delinquent Rentatsordingly, there shall be no post-Closing regiation or adjustment with respect to
Delinquent Rentals, other than as may be necessagtermine the actual amounts of Delinquent Remtsof the Proration Date.
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(iv) As to each Property, at the Clositihg Seller of such Property shall retain the amofiany Security
Deposits and Purchaser shall receive a credit e Allocated Purchase Price for such Securityd3is.

(V) Other customary adjustments, if anpde in connection with the sale of similar typetoffage properties
shall be prorated between Purchaser and Sellbe&losing.

(vi) Subiject to the terms and conditioesdof, within sixty (60) days after the Closingr€haser and Sellers
shall review the prorations in accordance withghavisions ofExhibit “H” attached hereto and by this reference made a paath

F. Closing CostsSellers shall pay all filing and recording feekating to documents required to clear title te th
Properties, specifically including the payment agléase of the liens of the Prepaid Loans. Pugttsdsall pay any taxes (including, but not
limited to, transfer taxes, transfer fees, docugnand intangible taxes) relating to the transfditle to the Properties and sales tax and st
to state or local entities with reference to thie e the Properties, and the cost of the Titleédred. Purchaser shall pay the closing fees
charged by the Escrow Agent and Title Company.clfaser shall pay any intangible taxes, fees or atb&ts charged by the lenders on the
assumption of the Third Party Loans which Purchaseumes per Section 4 above. Any closing andtyoe fees or costs not specifically
enumerated above shall be paid by Purchaser. &echnd Seller shall each pay their own attornfegs in connection with the preparation
and negotiation of this Agreement.

G. Transfer of Possession and Risk afsL.dOperational control of the Properties shalldfa@dferred to Purchaser at
the start of business on the Closing Date, sultjettte supervision of the Sellers. Legal possesaid all risks of loss with respect to the
Properties shall be borne by Sellers until thevaeji of the applicable Deed at Closing.

H. Third Party Loan Outside Closing Datlotwithstanding anything to the contrary congairin this Agreement, if
(1) the Income Tax Condition (hereinafter defined$ been satisfied, (2) Purchaser made an elgmiiguant to Section 4.C(ii) above with
respect to one or more of the Third Party Loan Eridgs, and (3) the Closing with respect to eadh $roperty has not occurred by April 15,
2007, the following provisions of this Section 11skhll apply:

0] Provided that none of the Sellergigefault in the performance of the obligatiofisoy Seller under this
Agreement and provided that no event has occurfeédnywith the giving of notice or lapse of time,lwth, would constitute such a default by
any of the Sellers, Seller shall have the righthereafter terminate this Agreement with respeetnty of the Properties for which a Closing has
not occurred by written notice to Purchaser.

(i) Provided that Purchaser is not ifiaaét in the performance of Purchaser’s obligatiander this
Agreement and provided that no event has occurfédnhywith the giving of notice or lapse of time,lwth, would constitute such a default
Purchaser shall have the right to thereafter teatnithis Agreement with respect to any of the Prtggeefor which a Closing has not occurred
by written notice to Sellers.

(iii) Upon a termination of this Agreemgnirsuant to either Section 11.H(i) or Section Ifi)ldbove, Escrow
Agent shall return the applicable portion of thertest Money Deposit to Purchaser and the partial Iséave no further liability to one another
hereunder with respect to the Properties for whi€tlosing has not occurred except to the extentessfy stated otherwise herein.
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l. Income Tax ConditianPursuant Section 16.E below, Sellers’ obligationder this Agreement are conditioned
upon Sellers receiving a favorable determinatigarding certain income tax matters affecting Seléerd Sellers’ principals in the manner
specified in Section 16.E below (referred to heesrthe “Income Tax Condition”). Sellers agree to use commercially reasonaffbets to
cause the Income Tax Condition to be satisfieduickly as is reasonably possible. If the Incom& Tandition has not been satisfied by the
date which is ten (10) business days prior to thiteal Scheduled Closing Date, the Closing shalektended until the date which is no later
than the date which is thirty (30) days after theecon which the Income Tax Condition is satisfigyvided, however, that if the Income Tax
Condition has not been satisfied by April 30, 20i&, following provisions of this Section 11.1 shegbply:

() Provided that none of the Sellermiglefault in the performance of the obligatiofisuwy Seller under this
Agreement and provided that no event has occurfeédnywith the giving of notice or lapse of time,wth, would constitute such a default by
any of the Sellers, Sellers shall have the righetminate this Agreement at any time after (butproor to) the date which is six months from
the Initial Scheduled Closing Date by written netto Purchaser.

(i) Provided that Purchaser is not ifiaaét in the performance of Purchaser’s obligatiander this
Agreement and provided that no event has occurfédnhywith the giving of notice or lapse of time,lwth, would constitute such a default
Purchaser shall have the right to terminate thiseAment at any time after (but not prior to) A6, 2007, by written notice to Sellers.

(iii) Upon a termination of this Agreemqnirsuant to either Section 11.I(i) or Section (i) 4bove, Escrow
Agent shall return the entire Earnest Money DeposRurchaser and the parties shall have no fulithiglity to one another hereunder excej
the extent expressly stated otherwise herein.

12. Covenants of Sellers Sellers agree and covenant as follows:

A. Conduct of BusinessUp to the earlier of the Closing with respectite Properties of such Seller or the earlier
termination of this Agreement, each Seller shalbfierate the business conducted at each of sdler'Seroperties in the manner in which
such Seller has operated and maintained such Respduring the twelve (12) month period prior lte Effective Date, (ii) use commercially
reasonable efforts to preserve intact each of Satler’'s Properties and the good will and advardageelationships of such Seller with
customers, suppliers, independent contractors,@mpt and other persons or entities material topeeation of the businesses conducted on
such Properties, (iii) perform such Sellers’ matieobligations under all Leases, Ground Leasesp#mer agreements affecting any of such
Seller’s Properties, and (iv) not knowingly takey action or omit to take any action which would saany of the representations or warranties
of any Seller contained herein to become inaccuratay of the covenants of any Seller to be bredctiNo Seller will engage in any practice,
take any action, or enter into any transactionidatef the ordinary and usual course of busind#stwithstanding anything to the contrary in
this Section, no Seller shall, without Purchasertitten consent (which consent shall not be wworably withheld, conditioned or delayed p
to the expiration of the Due Diligence Period aridoll consent may be withheld in Purchasedle and absolute discretion after the delivé
the Approval Notice), enter into any lease agreametith tenants or modify or extend existing Leasther than Leases for storage space il
ordinary course of business and in no event: (lafterm greater than one (1) year; (2) at reiat&srless than the rate in effect for like units; o
(3) which allow rent concessions unless such rentessions are made in such Seller’s ordinary andlwourse of business and are consistent
with the terms disclosed to Purchaser. Sellershhedisclose to Purchaser that Sellers are cuyrefftéring rental concessions which are more
particularly described oBxhibit “I” attached hereto and by this reference made a pagoh
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B. Existing Notes, Mortgages, and Grourdses Until the earlier of the Closing with respectstech Properties or
termination of this Agreement, no Seller shall nfipdalter or amend any existing note or mortgageuembering any of such Seller’'s Properties
or further encumber any of such Seller's Propestigsout the prior written consent of Purchaserallmw any existing note or mortgage
encumbering any of such Seller’s Properties tantdefault in any material respect. Until the eartif the Closing with respect to such Ground
Lease or termination of this Agreement, Sellers mot modify, alter or amend any of the Ground leesga®r allow any of the Ground Leases to
be in default in any material respect.

C. Further ContractsUp to the earlier of the Closing with respecstich Property or the termination of this
Agreement, no Seller shall, without Purchaser’sipairitten approval (which approval may be withhgldPurchaser’s sole and absolute
discretion) and except as provided in Section l#bAve with respect to Leases for storage spacey, ied any further Contracts or leases
relating to such Seller's Properties, which carbeterminated upon thirty (30) days notice withoost to Purchaser. Any Contracts which are
approved by Purchaser pursuant to the provisiotisi®fSection 12.C shall be deemed a Designatettr&trnereunder and Purchaser shall
assume at Closing the obligations of Seller aritiegeunder to the extent that such obligatiorsedriom and after the Closing Date.

D. Warranties and GuarantieBlo Seller shall, before or after the Closingéatth respect to such Seller’'s Properties
or earlier termination of this Agreement, releasenaterially and adversely modify any warrantiegoarantees, if any, of manufacturers,
suppliers and installers related to such Sellergperties or any part thereof, except with the priatten consent of Purchaser, which consent
may be withheld in Purchaser’s sole and absolutereliion after the delivery of the Approval Notice.

E. Change in Facts or Circumstanc#sprior to the Closing has occurred with rese all of the Properties, any
Seller becomes actually aware of any fact or cistamce which would make either any representatiavapranty contained in this Agreement
or any of the documents or other materials providedurchaser pursuant to this Agreement inaccusats Seller shall promptly notify
Purchaser in writing of such fact or circumstameyided, however, that in no event shall any $élseve any liability, obligation or
responsibility with respect to any representatiowarranty which was true and accurate when madsubl Seller upon the execution and
delivery of this Agreement, but which subsequehigomes untrue or inaccurate merely by the pasdagae or by an action which such
Seller is authorized or permitted to take undes Agreement (e.g. any new Leases, Contracts) @rmpreason which is not a breach or default
by such Seller of the covenants made by such Seltbis Section 12.

F. Telephone ListingAfter delivery of the Approval Notice but prity Closing, Sellers will provide Purchaser with
the addresses and telephone numbers of each talepbmpany business office that serves a Propedyvil execute and deliver to Purchaser
all documents required by the telephone compamjyding supersedure papers, to transfer the tetephamber, telephone listing, and yellow
page advertisements of Sellers to Purchaser.

G. Termination of Employees, Managensatt Service Contracts, and Rights to Occupy Apartmé&urchaser shall
have no obligation to hire the employees of antghefSellers (if any) and no duty or other obligatwith respect to the termination of any such
employees. Except to the extent directed otherisRurchaser in writing prior to the expirationtibé Due Diligence Period, Sellers shall
terminate the rights of any person to occupy asidential apartment on any of the Properties dffeas of the Closing and without cost or
liability to Purchaser. None of the Sellers noy aftheir respective managing agents will, betwdendate hereof and the date of Closing,
enter into any new employment contracts or agre¢sr@rhire any new employees except in the ordicagrse of such Seller’s business.
Purchaser shall not have any liability under anyspen or profit sharing plan that any Seller omitanaging agent may have established with
respect to the Property or its employees.
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H. Completion of Construction at Colnragerty. The parties acknowledge that the Seller of tbkn@ Property is
currently in the process of constructing certairsia and off-site improvements to the Colma Proypehich improvements are more
particularly described oBxhibit “J” attached hereto and by this reference made a pagth To the extent that such improvements ate no
completed prior to the Closing with respect to@wma Property, the Seller of the Colma Propersllsm good faith, use reasonably diligent
efforts to cause such construction to be complatesbon as possible after the Closing Date fo€thlena Property at such Seller’'s expense, on
a lien free basis and in accordance with applicgbleernmental requirements. The Seller of the @dhroperty shall indemnify, defend and
hold Purchaser harmless of and from any and al$lex expenses arising from such Seller’'s constnucif such improvements. The
obligations of such Seller pursuant to the provisiof this Section 12.H shall survive the Closirithwespect to the Colma Property.

13. Damage to Properties If before the Closing with respect to all of faperties any of the Properties with respecthhv
a Closing has not yet occurred is materially oresidgly affected in any way as a result of any fiomd, earthquake, similar acts of nature or
other acts of destruction which involves damageiiratg repair and restoration costs of less thaaqural to Two Million Dollars ($2,000,000),
Sellers and Purchaser shall be obligated to proedéadhe Closing with respect to such Property aadh of the other Properties. In that e\
the Allocated Purchase Price for such Propertyl fleateduced by the cost of repairing and restoeach such Property. If such material or
adverse change involves damage requiring repairestdration costs in excess of Two Million Doll§$2,000,000) for any one Property, or in
excess of Ten Million Dollars ($10,000,000) in #ggregate for all Properties, Purchaser shall Haveption to (a) proceed with the Closing
with respect to all of the Properties, taking esicbh Property in its un-restored condition togethign any insurance proceeds or the right to
receive such insurance proceeds, and the riglasytother claims arising as a result of such melteriadverse , in which event, the Allocated
Purchase Price for each such Property shall beceelloy the difference between (1) the cost of régaand restoring each such Property and
(2) the total amount of insurance proceeds payalilerespect to such material adverse change,)de(minate this Agreement with respect to
each of the Properties for which a Closing hasogotirred. Upon a termination of this Agreemenspant to this Section 13, Escrow Agent
shall return the applicable portion of the EarMdehey Deposit to Purchaser and the parties sha# ha further liability to one another
hereunder with respect to the Properties for whi€losing has not occurred except to the extentessfy stated otherwise herein.

14. Eminent Domain If before Closing with respect to all of the pPecties, proceedings are commenced or threatemelefo
taking by exercise of the power of eminent domdialloor a material part of any of the Propertidsich, as reasonably determined by
Purchaser, would render such Property unaccept@alflarchaser as a self-storage facility, Purchsisalt have the right, by giving written
notice to Sellers within five (5) days after Sedlgive written notice to Purchaser of the commerergrof such proceedings to terminate this
Agreement with respect to any of the Propertiesmoich a Closing has not occurred. If before thes®g with respect to all of the Properties,
proceedings are commenced or threatened for tiegtal exercise of the power of eminent domairesklthan such a material part of any of
the Properties, or if Purchaser has the rightrmitgate this Agreement pursuant to the precedintesee but Purchaser does not exercise such
right, then this Agreement shall remain in fullderand effect and, on the Closing with respectth$roperties, the condemnation award (or,
if not therefore received, the right to receivelsportion of the award) payable on account of eath taking shall be transferred by Seller to
Purchaser as part of the Intangible Property amdhaser and Seller shall proceed to Closing in@zoee with the terms of this Agreement
without a reduction in the Purchase Price. SeBbedl give notice to Purchaser within ten (10)slafter Sellers receive notice of the
commencement of any proceedings for the takingdeyaise of the power of eminent domain of all oy part of any of the Properties. Upon a
termination of this Agreement pursuant to this Bac13, Escrow Agent shall return the applicabletipa of the Earnest Money Deposit to
Purchaser and the parties shall have no furthieititiato one another
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hereunder with respect to the Properties for whi€losing has not occurred except to the extentessfy stated otherwise herein.

15. Conditions to Purchases Obligations. Purchaser’s obligation to purchase the Promedieotherwise perform any
obligations provided for in this Agreement is cdiied upon the occurrence of the following comiii on or before the Closing Date:

A. The representations, warranties angnants of Sellers contained in this Agreemenit bleamaterially true and
correct as of the Closing Date.

B. Each of the Sellers shall have penfedt and complied with all material covenants angements contained herein
which are to be performed and materially compliéithlwy such Seller at or prior to the Closing Date.

C. The Title Company shall be irrevogatymmitted to issuing the Title Policies upon @gsinsuring ownership of
the Properties in the name of Purchaser or its neenor assignee in the amount of the AllocatedHase Price, subject only to the Permitted
Exceptions; provided, however, that this conditall be deemed to be satisfied with respect toRanperty if prior to the expiration of the
Due Diligence Period Purchaser has not provideditie Company with a Survey for such Propertydiform which is acceptable to the Title
Company) and the Title Company is never the leisngito issue a standard coverage policy of fitllsurance with respect to such Property
(subject only to the Permitted Exceptions for sBcbperty).

D. None of the Properties shall havenbmaterially affected by any legislative or regafgtchange occurring after the
expiration of the Due Diligence Period that woutdhgbit Purchaser from using each of the Propediea self-storage facility in a manner
which is consistent with Sellers’ historical usetlwdit Property.

E. Except as disclosed in writing byi&s to Purchaser and approved by Purchaser farittre end of the Due
Diligence Period, there shall be no pending actiengs or proceedings of any kind or nature whatse, legal or equitable, affecting any of
Properties in any material way, or relating to @siag out of the ownership or operation of anytredf Properties, and continuing after the date
of this Agreement in any court or before or by defl, state, county, municipal department, comimis$oard, bureau, or agency or other
governmental instrumentality.

F. Except as provided otherwise in Bect.C above, each Third Party Lender and eaclicggrof a Third Party Loa
(if any) shall have approved the transaction wliscthe subject of this Agreement and the Lenderd@mms are acceptable to Purchaser in
accordance with the terms and conditions hereof.

G. The lessor of each Ground Lease $laak received any required notice of assignmetited’urchaser, and
consented to such assignment (when required bgtbend Lease). The lessor of each Ground Leadkehshe also executed an estoppel
certificate which acknowledges, to the best ofglmind lessor’'s knowledge, that rents are curtbat,there are no material defaults by lessee
beyond all applicable cure and notice provisions, eonfirming the completeness of Purchaser’s ajffie Ground Lease.

H. No material default by any lesseearraiGround Lease shall have occurred and be thr@imaing and no event
shall have occurred and be then continuing whidth the giving of notice or lapse of time, or bashall constitute such a default.
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I No material default shall have ated and be then continuing under any of the TRty Loan Documents and
event shall have occurred and be then continuinghwhvith the giving of notice or lapse of time, lmwth, shall constitute such a default.

J. In the event any of the foregoingditions or other conditions to this Agreementroefulfilled, and are not
waived by Purchaser on or before the Closing vapect to a Property, Purchaser may terminaté\insement with respect to all, but not |
than all, of the Properties for which a Closing hasyet occurred. Upon a termination of this Agrent pursuant to this Section 15.J, Escrow
Agent shall return the applicable portion of theriest Money Deposit to Purchaser and the partial Istive no further liability to one another
hereunder with respect to the Properties for whi€osing has not occurred except to the extentessfy stated otherwise herein.

K. Neither Purchaser nor Seller shallfully or in bad faith act or fail to act for theurpose of permitting any of
Purchaser’s Conditions in this Section 15 to fail.

L. Purchaser shall have the right toverain its sole and absolute discretion, any ef¢bnditions precedent set forth
in this Section 15, and the election by Purchasg@raoceed with the Closing as to a particular Priypeith the actual knowledge that a
condition precedent has not been satisfied, slealldemed Purchaser’s waiver of such condition pexdefor such Property to the extent any
such Purchaser condition precedent has not begiopsty satisfied or waived.

16. Conditions to SelletsObligations . Sellers’ obligation to sell the Properties dienivise perform any obligations provided
for in this Agreement is conditioned upon the ocence of the following conditions on or before @lesing Date:

A. The representations, warranties anetoants of Purchaser contained in this Agreentait e materially true and
correct as of the Closing Date.

B. Purchaser shall have performed amdptied with all material covenants and agreemeatgained herein which a
to be performed and materially complied with by dhaser at or prior to the Closing Date.

C. As to each Third Party Loan , therd@itarty Lender shall have agreed to release tpkécaple Seller and each
Seller Guarantor from future liability with respeotsuch Third Party Loan; provided, however, tBellers shall be deemed to have waived the
condition specified in this Section 16.C with reste such Third Party Loan if:

0] Purchaser has made an election jpumtsto Section 4.C(i) above with respect to suchdrRarty Loan; and
(i) At the Closing with respect to thaiild Party Loan Property which secures such ThadyPLoan,
Purchaser agrees to indemnify, defend, and hol&#ller of such Third Party Loan Property and tb#e® Guarantor harmless of and from any
and all claims arising from or relating to suchrhParty Loan from and after such Closing. Suckemnification shall be in a form which is
reasonably acceptable to such Seller and suchr'Seltminsel.

D. The lessor of each Ground Lease s$taalé consented to the assignment of the GrounskeLteaPurchaser when
required by the Ground Lease.

E. Sellers shall have determined indyfaith that the US tax effects of the Hastings<Basing by the Jersey Court
(with respect to the invalidity of a prior sale BAS | to Butterfield
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Investments Ltd. in 1996) have been accepted biRBeprovided, however, that notwithstanding amgtcontained herein to the contrary,
Seller shall not be obligated to consummate tHes jg@or to the date on which James Knuppe is féadisin his sole and absolute discretion,

his positions regarding the US tax effects of tlestihgs Bass ruling by the Jersey Court (with ressggethe invalidity of a prior sale by RAS |

to Butterfield Investments Ltd. in 1996) have baenepted by the applicable IRS officials with whdames Knuppe's tax attorneys are
dealing, so that there is no material question meimg as to James Knuppe’s right to report any satb at his individual level (rather than as a
sales transaction by Butterfield Investments Ltd] the US income tax costs of the IRS agreeineatceptance of said position are at levels
that James Knuppe deems reasonable, in his solatmodute discretion, in light of the overall batebdf the IRS accepting said Hastings Bass
ruling as constituting a retroactive voiding of thrgginal 1996 sale by RAS | to Butterfield Investimts Ltd.; provided further, however, that
terms of this Section 16.E shall be deemed meinfek Knuppe, in fact, determines to disclose eistity to the IRS via his tax attorneys and
pursues the previously agreed terms of a closimgesgent on said issues. Promptly after such détation is made, Sellers agree to give
Purchaser written notice of such determination.

F. In the event any of the foregoingditions or other conditions to this Agreementoefulfiled, and are not
waived by Sellers on or before the Closing wittpees to a Property, Sellers may terminate this Agrent with respect to all of the Properties
for which a Closing has not occurred. Upon a teation of this Agreement pursuant to this Sectiér-1Escrow Agent shall return the
applicable portion of the Earnest Money DeposRtwchaser and the parties shall have no furtheititiato one another hereunder with resg
to the Properties for which a Closing has not osmliexcept to the extent expressly stated othergsein.

G. Neither Purchaser nor Seller shalfwiiiy or in bad faith act or fail to act for thgurpose of permitting any of
Purchaser’s Conditions in this Section 16 to fail.

H. Seller shall have the right to waiweits sole and absolute discretion, any of theditions precedent set forth in t
Section 16, and the election by Seller to proceitd tlve Closing as to a particular Property with #ttual knowledge that a condition prece
has not been satisfied, shall be deemed Selleitgewaf such condition precedent for such Propatthe extent any such Seller condition
precedent has not been previously satisfied oreaiv

17. SellersRepresentations and Warranties

A. For purposes of this Section 17,aasach Property, “Seller” shall mean and refer dalthe entity that owns such
Property. The representations and warrantieost fierein shall be separate for each Seller halil Ise made solely as to itself and the
Property it owns. There shall be no joint liakilib Purchaser among or between the several Seltéies. Purchaser understands and agrees
that Purchaser shall look solely to the separadesarcific Seller entity and the separate and fipdtioperty it owns with respect to each
representation and warranty set forth in this Agreet. Subject to the foregoing, as to each Prgperspectively, Seller represents and
warrants to Purchaser that the following matteestare and correct as of the Effective Date anbjesti to this Section, will also be true and
correct as of the Closing.

0] Seller is a limited partnership déilymed, validly existing and in good standinglie state of its
organization and, on or before the Closing, Seliérbe qualified to do business in each state hicl Seller operates a self storage business.

(i) Seller has the full power and auityonecessary to enter into, deliver and perforia Agreement, the oth

agreements contemplated hereby and any other dotsimeinstruments to be executed and delivereSdiler at Closing. The execution and
delivery of this Agreement by Seller
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and the consummation by Seller of the transactioméemplated by this Agreement have been duly aizétw by all necessary action on the
part of Seller and will not, with or without thevifig of notice, lapse of time or both, violate, @i with, result in a breach of, or constitute a
default under or give to others any right of teration or cancellation of, (1) the organizationatdments, including the bylaws and charter, if
any, of Seller, (2) any agreement, document, insémnt or other undertaking to which Seller is ayartby which Seller, its interests or any of
its assets or properties are bound, or (3) to tttead Knowledge of Seller , any applicable lawaay judgment, writ, injunction, decree,
statute, order, rule or regulation applicable tbeB®r by which its interests or any of its assmtproperties are bound, or (4) result in the
creation of any lien upon any Property owned byeBelThis Agreement has been duly executed aridedet! by Seller and constitutes a valid
and legally binding obligation of Seller, enforcabgainst Seller in accordance with and subjeitstiespective terms, subject to applicable
bankruptcy, insolvency, moratorium or other simikaws relating to creditors’ rights and generahpiples of equity. The signatures on this
Agreement for and on behalf of Seller are genuané, the signatory for Seller has been duly autkdrip execute the same on behalf of such
Seller.

(iii) With the exception of the BerkelelyRroperty, the Castro Valley Property, the Kap&siperty, and the
San Pablo Il Property (hereinafter collectively tH@round Lease Properties’), to the Actual Knowledge of Seller, either Selte Seller's
predecessor in interest owns fee simple title thd&roperty for which Seller is designated as therer” on Exhibit “A”; provided, however,
that the provisions of this Section 17.A(iii) aphipd to each Property shall, at the Closing farrsBroperty, be merged into the Deed for such
Property and shall not survive the Closing for sBebperty. Seller’'s predecessor in interest, ¥ @howned and controlled, directly or
indirectly through one or more intermediate engitiey the same individuals who own and controle3ell

(iv) To the Actual Knowledge of Sellerttedr Seller or Selles predecessor in interest owns all of the intest
the lessee under each Ground Lease for which Sgltlsignated as the “owner” on Exhibit “A”; prdeid, however, that the provisions of this
sentence as applied to each Property shall noiveutive Closing for such Property. Seller’s pressor in interest, if any, is owned and
controlled, directly or indirectly through one oore intermediate entities, by the same individudi® own and control Seller. Seller has
provided Purchaser with a true, correct and coragiepy of each Ground Lease and all amendmentscto ®@round Lease. The copy of each
Ground Lease (including any amendments theretdyeteld to Purchaser by Sellers constitutes theeeagreement between the lessor under
such Ground Lease and the Seller of the leaselstddeawhich is the subject of such Ground Leaske reipect to the property which is the
subject of such Ground Lease. Except as set fiottie copy of each Ground Lease delivered by &eltePurchaser, no such Ground Lease
has been modified, changed, altered, assignedlesuppted, or amended. To the Actual Knowledgeelie8s, none of the Ground Leases i
default beyond all applicable cure and notice miriand no event has occurred which, with the gieingotice or lapse of time, or both, would
constitute such a default. To the Actual Knowled§&ellers, each Ground Lease is in full force affdct according to its terms and is valid
and binding upon each lessor thereunder.

(v) To the Actual Knowledge of Seller|I8ehas not received any written notice that $dfién default under
any of the Leases or under any of the Contractsairany event has occurred which, with the givdhgotice or lapse of time, or both, would
constitute such a default.

(vi) AAAAA Maui owns the Kapolei Loan armmvns all of the right, title, and interest thereenttee and clear
of any and all liens, claims, interests or encumbes. Sellers have provided Purchaser with a tareect and complete copy of all documents
in its possession or control regarding the Kaplotein. Except as set forth in the copy of the doeni® delivered by Sellers to Purchaser, the
Kapolei Loan has not been modified, changed, altexssigned, supplemented, or amended.
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(vii) To the Actual Knowledge of Seller,chaxcept as disclosed to Purchaser in writing.eBélhs not received
written notice of any municipal violation which feawot been corrected.

(viii) To the Actual Knowledge of Seller ghrinancial Reports will fairly represent in all tedal respects the
financial condition and operating results of theperty for the periods indicated, subject to noryear end adjustments. To the Actual
Knowledge of Seller, since the date of the lasritial statement included in the information preddo Purchaser pursuant to this Agreement,
there has been no material adverse change inrthedial condition or in the operations of any Prope

(ix) No lease commission or similar feeliie or unpaid by Seller with respect to any Leasé there are no
written or oral agreements that will obligate Pasér, as Seller’'s assignee, to pay any such conoemigsfee under any Lease or extension,
expansion or renewal thereof. Except as set famtthe Rent Roll, the Leases and any guaranteesothere in full force and effect, and, to
Seller's Actual Knowledge, are subject to no deésnsetoffs or counterclaims for the benefit of Te@ants. Except as noted in the Rent Roll,
neither the landlord under the Leases nor, to 8slkctual Knowledge, any Tenant is in default uritket ease beyond all applicable notice
cure periods. Except as disclosed on the Rent Roltents or security deposits or other paymean® bbeen collected in advance for more than
one (1) month. Except as disclosed on the Rerit ath rental concession, rental abatement or bérefit granted to Tenants under the
Leases will have been fully utilized prior to thio€ing.

(x) The right of any person to occupg thanager’s apartment on each Property (if ang)n®nth to month
tenancy that can be terminated on not more thaty #80) days notice to such person

(xi) To the Actual Knowledge of Selleel®r has not received any written notice of (A)emding or overtly
threatened in writing condemnation or eminent donpeoceeding relating to the Property, or (B) pagdir overtly threatened in writing
actions, suits, legal or other proceedings witenesfice to the Property.

(xii) To Sellers Actual Knowledge, Seller has not received writtetice of any present default or breach ui
any mortgage or other encumbrance encumberingrtigeRy or any covenants, conditions, restrictigights-of-way or easements which may
affect the Property or any portion or portions éudr

(xiii) Except as set forth on the SchedLileA(xiii) attached hereto and incorporated herein, to thaakct
Knowledge of Seller, Seller has not received wmittetice of any existing, pending, or threatenegatigation, inquiry or proceeding by any
governmental authority or any other entity or pareoto any remedial obligations under any Envirental Law, as defined herein.

(xiv) To the Actual Knowledge of Sellers aflSellers’ insurance policies are in full foraedeeffect, all
premiums for such policies were paid when due difdtare premiums for such policies (and any replaents thereof) shall be paid by Sel
on or before the due date therefore. Until thes@lp, Seller shall pay the premiums on, and shalcancel or voluntarily allow to expire, any
of Seller’s insurance policies unless such pol&keplaced, without any lapse of coverage, by amgiblicy or policies providing coverage at
least as extensive as the policy or policies bedpiaced. To the extent permitted under such poBeller agrees to assign on a non-exclusive
basis to Purchaser at Closing such of Seller'ssctipolicies as Purchaser may request in writirdywaifi use commercially reasonable efforts
to cause Purchaser to be named as an additionaéthander each of such policies on or before tipg&tion of the Due Diligence Period. At
Closing, Seller shall, provided that Purchaserbie®n named as an additional insured on such mglisievide Purchaser with a Certificate of
Insurance on Acord Form 25 or Form 27, as applesads evidence that Purchaser has been namedadditianal insured under each such
policy and
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with evidence reasonably satisfactory to Purchts#treach such policy has been assigned to Purchistine event of such an assignment, the
premiums on any of such policies that Purchaset®te have assigned to it shall be prorated betedler and Purchaser as of the Proration
Date.

(xv) To the Actual Knowledge of Seller aextept as disclosed in the Documents, there atalboo disputes
pending or overtly threatened in writing concernihg operation or maintenance of any of the PragsertSellers are not a party to any unio
other collective bargaining agreement with emplsyemployed in connection with the ownership, openadr maintenance of any of the
Properties.

(xvi) No act of bankruptcy, voluntary or mluntary has occurred with respect to Seller orafnys affiliates.

(xvii) Neither Seller, nor to Seller's Actughowledge, any member, partner or shareholdeetés nor, to
Seller’s actual knowledge, any person or entityhwictual authority to direct the actions of any rbempartner or shareholder of Seller, nor, to
Seller’s actual knowledge, any other person otghtlding any legal or beneficial interest whatserein Seller, (a) are named on any list of
persons, entities and governments issued by thieedif Foreign Assets Control of the United Stddepartment of the Treasury OFAC )
pursuant to Executive Order 13224 — Blocking Prgpand Prohibiting Transactions with Persons Whn@it, Threaten to Commit, or
Support Terrorism (Executive Order 13224"), as in effect on the Effective Date, or any danliist known to Seller or publicly issued by
OFAC or any other department or agency of the dn8tates of America (collectively, theDFAC Lists "), (b) are included in, owned by,
controlled by, knowingly acting for or on behalf &howingly providing assistance, support, sportsprr services of any kind to, or
otherwise knowingly associated with any of the pess entities or governments referred to or desdribh the OFAC Lists, or (c) has
knowingly conducted business with or knowingly egegdin any transaction with any of the personstiestor governments named on any of
the OFAC Lists or any of the persons, entitiesmregnments included in, owned by, controlled kfirey for or on behalf of, providing
assistance, support, sponsorship, or servicesyofiad to, or, to Seller's knowledge, otherwiseasated with any of the persons, entities or
governments referred to or described in the OFASTSL

B. As used in this Section 17, the térActual Knowledge” (or words of similar import) shall, when used kit
respect to any Seller, mean the present, curretitala conscious (and not constructive, imputetnplied) knowledge of H. James Knuppe,
Barbara Knuppe or Michael J. Knuppe, without havimgde independent inquiry. No such person sha# laay personal liability or obligatic
whatsoever with respect to any of the mattersasét fn this Agreement and any other document®egents or instruments related thereto or
any of the representations made by Seller beirfgpooming untrue, inaccurate or incomplete in aspeet and Purchaser shall look solely to
the assets of the Seller entity with respect toead¢h of a representation and warranty hereunderasy Seller or Property. Under no
circumstances whatsoever shall information possesg@r known to any person or entity (includiny af Sellers’ consultants, agents or
advisors or their respective employees or reprasigas, or another Seller), other than H. JameslauBarbara Knuppe, or Michael J.
Knuppe, be imputed or attributed to any Seller.

C. All representations, warranties andenants of each Seller contained in this Agreersieall survive the Closing
and shall inure to the benefit of Purchaser ankkgal representatives, heirs, successors or asfiga period of six (6) months after the
Closing of the applicable Property and shall autiically expire unless Purchaser prior thereto hasrgsuch Seller written notice of any
alleged breach and Purchaser commences and seraefian against Seller within ninety (90) dayafturchaser gives such notice to Seller
(and, in the event any such suit is timely commdrnePurchaser and served against Seller, shaiveuthereafter only insofar as the subject
matter of the alleged breach specified in such
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suit is concerned). If notice is not timely givand suit is not timely commenced and served byhHaser, Seller’s representations and
warranties shall thereafter be void and no forceffact as to such Property.

D. Notwithstanding anything to the camyrcontained in this Agreement, no Seller shalehany liability, obligation
or responsibility of any kind to Purchaser or aayty claiming by, under or through Purchaser withpect to any of the representations and
warranties contained in Section 17 above if, peathe Closing with respect to a Property, Purchabgains knowledge from any source
(including the Documents) that any of the foregaiegresentations and warranties are untrue orriecowith respect to such Property, and
Purchaser nevertheless Closes Purchaser’s acguisitsuch Property pursuant to this Agreementctiaser further agrees to provide Sellers
with written notice (a ‘Representation Notic€’) promptly upon Purchaser’s learning that any espntation or warranty of any Seller in this
Agreement is untrue or incorrect or has been besghbly such Seller. In the event Purchaser givesoomore Representation Notices with
respect to the warranties and representationsSeflar and such Seller fails to correct each ineaaguor cure all such breaches of any
representation or warranty, then Purchaser’s sotedy in respect to a change in facts or circunasgwhich do not otherwise constitute a
default of such Seller of such Property pursuarnhi®Agreement, shall be to elect, in Purchassgle discretion, to (a) if such breach(es) relate
(s) to one or more of the Properties, remove suopd?ties from the Properties being conveyed puntsigethis Agreement and receive a
reduction in the Purchase Price in the amounteftifiocated Purchase Price of such Property or &t@s, in which event no party hereto s
have any further obligation or liability to any ettparty hereto with respect to such Property op@rties except for those provisions of this
Agreement which expressly survive the terminatibthis Agreement or (b) if such breach(es) relata Property or to Properties having, in
aggregate, an Allocated Purchase Price equaldgoeater than $50,000,000.00, terminate this Agre¢nire which event the undisbursed
portion of the Earnest Money Deposit shall be redrto Purchaser within five (5) days of such teation and, following the return of such
Earnest Money Deposit, no party hereto shall hawyefarther obligation or liability to any other ggihereto with respect to any Properties for
which a Closing has not occurred except with resfethose provisions of this Agreement which esphg survive the termination of this
Agreement.

18. Purchasés Representations and Warranties Purchaser makes the following representatiodsaarranties, each of
which is material and is being relied upon by Selle

A. Purchaser is a limited liability coanyy, duly formed, validly existing and in good stang in the state of Delaware
and, on or before the Closing, Purchaser, or Pemtmaffiliated company taking title at Closingllwe qualified to do business in the state in
which the Property is located.

B. Purchaser has the full power and @itthnecessary to enter into, deliver and perftiiie Agreement, the other
agreements contemplated hereby and any other dedsimeinstruments to be executed and deliveredrghaser at Closing. The execution
and delivery of this Agreement by Purchaser andccdmsummation by Purchaser of the transactionssoguiited by this Agreement have been
duly authorized by all necessary action on the plRurchaser and will not, with or without the igiy of notice, lapse of time or both, violate,
conflict with, result in a breach of, or constitatelefault under or give to others any right ofrtiation or cancellation of, (1) the organizatic
documents, including the bylaws and charter, if, afyPurchaser, (2) any agreement, document, im&nt or other undertaking to which
Purchaser is a party or by which Purchaser, iex@sts or any of its assets or properties are haur(@) to Purchaser’s Actual Knowledge, any
applicable law, or any judgment, writ, injunctiatecree, statute, order, rule or regulation applet®Purchaser or by which its interests or
of its assets or properties are bound.. This Agese has been duly executed and delivered by Pseclaad constitutes a valid and legally
binding obligation of Purchaser, enforceable agdhschaser in accordance with and subject t@gpective terms, subject to applicable
bankruptcy, insolvency, moratorium or other simikaws relating to creditors’ rights and generahpiples of equity. The signatures on this
Agreement for and on behalf of Purchaser are
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genuine, and the signatory for Purchaser has balgradthorized to execute the same on behalf df Setler.

C. Neither Purchaser, nor any membenamager of Purchaser, nor, to Purchaser’'s Actualedge, any person or
entity with actual authority to direct the actiasfsany member or manager of Purchaser without ttie,\consent, or approval of any other
person, (i) are named on any list of persons,ieat&nd governments issued by OFAC pursuant tolixecOrder 13224, as in effect on the
date hereof, or any OFAC Lists, (ii) are includedawned by, controlled by, knowingly acting forar behalf of, knowingly providing
assistance, support, sponsorship, or servicesyoiad to, or otherwise knowingly associated witly af the persons, entities or governments
referred to or described in the OFAC Lists, o) fids knowingly conducted business with or knowjregigaged in any transaction with any of
the persons, entities or governments named on fattne @FAC Lists or any of the persons, entitiegavernments included in, owned by,
controlled by, acting for or on behalf of, providiassistance, support, sponsorship, or servicasyokind to, or, to Purchaser’s knowledge,
otherwise associated with any of the persons,ieatitr governments referred to or described ifXRAC Lists.

D. Each and every one of the foregoemyesentations and warranties is true and corsect the Effective Date and
will be true and correct as of the Closing Date.

E. As used in this Agreement, the térActual Knowledge” (or words of similar import) shall, when used lwit
respect to Purchaser, mean the present, curréaglaconscious (and not constructive, imputedmplied) knowledge of Kenneth M. Woolley,
Kent W. Christensen, Charles L. Allen, or DavidRasmussen, without having made independent inqiNy such person shall have any
personal liability or obligation whatsoever withspect to any of the matters set forth in this Agreet and any other documents, agreements o
instruments related thereto or any of the repregiems made by Purchaser being or becoming untraegurate or incomplete in any respect
and Sellers shall look solely to the assets oPthehaser with respect to a breach of a represemtatd warranty hereunder as to Purchaser.
Under no circumstances whatsoever shall informgtimssessed by or known to any person or entityu@lreg any of Purchaser’s consultants,
agents or advisors or their respective employeesmesentatives), other than Kenneth M. WoollegntdV. Christensen, Charles L. Allen, or
David L. Rasmussen, be imputed or attributed taRaser.

F. All representations, warranties and covenants offRaser contained in this Agreement shall survieeGlosing an
shall inure to the benefit of Sellers and theipestive legal representatives, heirs, successassigns for a period of six (6) months after the
last Closing of Purchaser’s acquisition of a Prgpender this Agreement and shall automaticallyiexpnless Sellers prior thereto have given
such Purchaser written notice of any alleged breachPurchaser commence and serve an action agaircstaser within ninety (90) days al
Sellers give such notice to Purchaser (and, iretleait any such suit is timely commenced by Sedadsserved against Purchaser, shall survive
thereafter only insofar as the subject matter efalieged breach specified in such suit is con@drnB notice is not timely given and suit is not
timely commenced and served by Sellers, Purchassgitesentations and warranties shall thereaftepltand no force or effect as to such
Property.

19. Indemnification.
A. Subiject to the limitations containedsections 17, 20 and 23, each Seller agreesd@ninify, defend and hold
harmless Purchaser and its nominees, successsignaofficers, directors, members, managersneest agents, and employees from and

against any and all liabilities, claims, causeadifon, penalties, costs and expenses, of anydimature whatsoever, to the extent arising out
of, resulting from, relating to, or incident to eehch of the express representations and warraftesh Seller.
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B. Each Seller agrees to indemnify, ddfand hold Purchaser harmless from and againsafmahyll claims, costs,
penalties, damages, losses, liabilities and expgeivseduding attorneys’ fees, related to or aridiregn any claim related to the transactions
contemplated herein by any person holding a doeatdirect interest in Seller, including but nimhited to any claim for the breach of any
fiduciary duty or the terms, conditions, represgotes and warranties of this Agreement generally.

C. Subject to the provisions of Sectldnabove, Purchaser agrees to indemnify, defendhaldcharmless Sellers and
Sellers’ respective nominees, successors, assiffitgrs, directors, members, managers, partngenta, and employees from and against any
and all liabilities, claims, causes of action, dgées, costs and expenses, of any kind or naturgseever, arising out of, resulting from, rela
to, or incident to (i) Purchaser’s ownership or abthe Properties after the Closing Date, (ii) Besignated Contracts, (iii) the Leases, or (iv)
the Ground Leases.

D. The provisions of this Section 19Ikkarvive the Closing.
20. PurchaséAs-Is” .
A. NOTWITHSTANDING ANYTHING CONTAINED INTHIS AGREEMENT TO THE CONTRARY, EXCEPT

FOR THOSE REPRESENTATIONS AND WARRANTIES EXPRESSMADE BY A SELLER IN SECTION 17 ABOVE OR OTHERWIS
EXPRESSLY MADE BY A SELLER IN THIS AGREEMENT OR BA SELLER IN THE DOCUMENTS OR INSTRUMENTS
DELIVERED BY SUCH SELLER AT THE CLOSING, IF ANY, ITS UNDERSTOOD AND AGREED THAT NEITHER SUCH SELLER
NOR ANY OF ITS AGENTS, EMPLOYEES OR CONTRACTORS HASADE, AND IS NOT NOW MAKING, AND PURCHASER HAS
NOT RELIED UPON AND WILL NOT RELY UPON (DIRECTLY ORNDIRECTLY), ANY WARRANTIES OR REPRESENTATIONS C
ANY KIND OR CHARACTER, EXPRESS OR IMPLIED, ORAL OR/RITTEN WITH RESPECT TO THE PROPERTIES, INCLUDING
WARRANTIES OR REPRESENTATIONS AS TO (I) MATTERS GOHRTLE, (Il) ENVIRONMENTAL MATTERS RELATING TO ANY OF
THE PROPERTIES OR ANY PORTION THEREOF, (Ill) GEOLGIRAL CONDITIONS, (IV) FLOODING OR DRAINAGE, (V) SOl
CONDITIONS, (VI) THE AVAILABILITY OF ANY UTILITIES TO ANY OF THE PROPERTIES, (VII) USAGES OF ADJOINING
PROPERTY, (VIII) ACCESS TO ANY OF THE PROPERTIES @R'Y PORTION THEREOF, (IX) THE VALUE, COMPLIANCE WIH
THE PLANS AND SPECIFICATIONS, SIZE, LOCATION, AGEJSE, DESIGN, QUALITY, DESCRIPTIONS, SUITABILITY, SSMIC
OR OTHER STRUCTURAL INTEGRITY, OPERATION, TITLE TGR PHYSICAL OR FINANCIAL CONDITION OF THE
IMPROVEMENTS OR ANY OTHER PORTION OF ANY OF THE PRERTIES, (X) ANY INCOME, EXPENSES, CHARGES, LIENS,
ENCUMBRANCES, RIGHTS OR CLAIMS ON OR AFFECTING ORERTAINING TO ANY OF THE PROPERTIES OR ANY PART
THEREOF, (XI) THE PRESENCE OF HAZARDOUS SUBSTANCH$EREINBELOW DEFINED) IN OR ON, UNDER OR IN THE
VICINITY OF ANY OF THE PROPERTIES, (XII) THE CONDIION OR USE OF ANY OF THE PROPERTIES OR COMPLIANCE O
ANY OF THE PROPERTIES WITH ANY OR ALL PAST, PRESENJOR FUTURE FEDERAL, STATE OR LOCAL ORDINANCES,
RULES, REGULATIONS OR LAWS, BUILDING, FIRE OR ZONIS ORDINANCES, CODES OR OTHER SIMILAR LAWS, (XIII)HE
EXISTENCE OR NON-EXISTENCE OF UNDERGROUND STORAGRBNKS, (XIV) THE POTENTIAL FOR FURTHER
DEVELOPMENT OF ANY OF THE PROPERTIES, (XV) ZONIN®R THE EXISTENCE OF VESTED LAND USE, ZONING OR
BUILDING ENTITLEMENTS AFFECTING ANY OF THE PROPERHES, (XVI) THE MERCHANTABILITY OF ANY OF THE
PROPERTIES OR FITNESS OF ANY OF THE PROPERTIES DR PARTICULAR PURPOSE, (XVII) TAX CONSEQUENCES
(INCLUDING THE AMOUNT, USE OR PROVISIONS RELATING @ ANY TAX CREDITS), (XVIII) MARKETPLACE CONDITIONS
SUCH AS SELF STORAGE SATURATION, (XIX) OCCUPANCY MELS, OR (XX) CURRENT INCOME STREAMS. PURCHASER
FURTHER ACKNOWLEDGES THAT, EXCEPT FOR THOSE REPRBSEATIONS AND WARRANTIES
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EXPRESSLY MADE BY A SELLER IN SECTION 17 ABOVE ORTHERWISE EXPRESSLY MADE BY A SELLER IN THIS
AGREEMENT OR BY A SELLER IN THE DOCUMENTS OR INSTRUENTS DELIVERED BY SUCH SELLER AT THE CLOSING,
ANY INFORMATION OF ANY TYPE WHICH PURCHASER HAS REEIVED OR MAY RECEIVE FROM SELLER OR ITS AGENTS,
EMPLOYEES OR CONTRACTORS, INCLUDING ANY ENVIRONMEMNAL REPORTS AND SURVEYS, IS FURNISHED ON THE
EXPRESS CONDITION THAT PURCHASER SHALL NOT RELY THREON, ALL SUCH INFORMATION BEING FURNISHED
WITHOUT ANY REPRESENTATION OR WARRANTY WHATSOEVER.

B. PURCHASER REPRESENTS AND WARRANTS THRURCHASER IS A KNOWLEDGEABLE,
EXPERIENCED AND SOPHISTICATED PURCHASER OF REAL ESTE AND THAT PURCHASER HAS RELIED AND SHALL RELY
SOLELY ON (I) PURCHASER’'S OWN EXPERTISE AND THAT OFURCHASER’S CONSULTANTS IN PURCHASING THE
PROPERTIES, (II) PURCHASER’'S OWN KNOWLEDGE OF THR®PERTIES BASED ON PURCHASER'’S INVESTIGATIONS AND
INSPECTIONS OF THE PROPERTIES AND (llIl) THOSE REPFENTATIONS AND WARRANTIES EXPRESSLY MADE BY A
SELLER IN SECTION 17 ABOVE OR OTHERWISE EXPRESSLYADE BY A SELLER IN THIS AGREEMENT OR BY A SELLER IN
THE DOCUMENTS OR INSTRUMENTS DELIVERED BY SUCH SEHR AT THE CLOSING. EXCEPT FOR THOSE
REPRESENTATIONS AND WARRANTIES EXPRESSLY MADE BY B8ELLER IN SECTION 17 ABOVE OR OTHERWISE
EXPRESSLY MADE BY A SELLER IN THIS AGREEMENT OR BA SELLER IN THE DOCUMENTS OR INSTRUMENTS
DELIVERED BY SUCH SELLER AT THE CLOSING: (W) PURCH2ER HAS CONDUCTED SUCH INSPECTIONS AND
INVESTIGATIONS OF THE PROPERTIES AS PURCHASER DEEME&CESSARY, INCLUDING THE PHYSICAL AND
ENVIRONMENTAL CONDITIONS THEREOF, AND SHALL RELY UPN THE SAME, (X) UPON CLOSING, PURCHASER SHALL
ASSUME THE RISK THAT ADVERSE MATTERS, INCLUDING AD¥RSE PHYSICAL AND ENVIRONMENTAL CONDITIONS, MAY
NOT HAVE BEEN REVEALED BY PURCHASE'S INSPECTIONS AND INVESTIGATIONS, (Y) PURCHASER AONOWLEDGES
AND AGREES THAT UPON CLOSING, EACH SELLER SHALL SELAND CONVEY TO PURCHASER AND PURCHASER SHALL
ACCEPT SUCH SELLER’S PROPERTY “AS IS, WHERE IS,” WH ALL FAULTS AND DEFECTS (LATENT AND APPARENT), AND
(Z2). PURCHASER FURTHER ACKNOWLEDGES AND AGREES THATHERE ARE NO ORAL AGREEMENTS, WARRANTIES OR
REPRESENTATIONS WITH RESPECT TO THE PROPERTY MADE BELLER, OR ANY AGENT, EMPLOYEE OR CONTRACTOR
OF SELLER.

C. PURCHASER ACKNOWLEDGES AND AGREES SEHR WOULD NOT HAVE AGREED TO SELL THE
PROPERTY TO PURCHASER WITHOUT THE DISCLAIMERS ANDTBIER AGREEMENTS SET FORTH HEREIN. PURCHASER
ACKNOWLEDGES THAT THE PURCHASE PRICE REFLECTS THEANURE OF THE TRANSACTION CONTEMPLATED BY THIS
AGREEMENT, AS LIMITED BY THE WAIVERS AND DISCLAIMERS CONTAINED IN THIS AGREEMENT. PURCHASER HAS
FULLY REVIEWED THE DISCLAIMERS AND WAIVERS SET FORH IN THIS AGREEMENT WITH PURCHASERS COUNSEL AND
UNDERSTANDS THE SIGNIFICANCE AND EFFECT THEREOF.

D. THE TERMS AND CONDITIONS OF SECTIONSB.A, 20.B, AND 20.C SHALL EXPRESSLY SURVIVE THE
CLOSING, NOT MERGE WITH THE PROVISIONS OF THE DEEDR ANY OTHER CLOSING DOCUMENTS.

KMW
PURCHASEFS INITIALS
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E. Except with respect to any represtions, warranties and indemnities expressly s#t fa this Agreement and
except with respect to any representations, waesnndemnities, covenants or agreements set iimdhy document or instrument delivered
by a Seller at Closing, and except as otherwiseessly provided in this Section, as to each Salherthe Property owned by such Seller,
subject only to Section 23.D, below and those altiigns of such Seller hereunder which this Agrearapacifically provides shall survive the
Closing, Purchaser and anyone claiming by, thrarrginder Purchaser hereby waives its right to recéfem and fully and irrevocably
releases each Seller and such Seller’s partnerapers, employees, officers, directors, parent,ididrges, successors and assigns (the “
Released Parties) from any and all claims, responsibility and/@tility that Purchaser may now have or hereaftguae against any of the
Released Parties for any costs, loss, liabilitynage, expenses, demand, action or cause of actsamgafrom or related to (a) the condition
(including any construction defects, errors, onoissior other conditions, latent or otherwise), atitan, salability or utility of any of the
Properties, or its suitability for any purpose vduever, (b) any other claims under Environmentald,aand (c) any information furnished by
the Released Parties under or in connection withAbreement. This release includes claims of wiHarchaser is presently unaware or wi
Purchaser does not presently suspect to exist wifikhown by Purchaser, would materially affect€haser’s release of the Released Parties.
Purchaser specifically waives the provision of atatute or principle of law, which provides othesevincluding, with respect to those
Properties in California, California Civil Code 154#hich provides in pertinent part:

“A general release does not extend to claims wttiehcreditor does not know or suspect to exisisroh
her favor at the time of executing the releasectvifiknown by him or her must have materially aféal his
or her settlement with the debtor.”

Purchase KMW

In this connection and to the extent permittedadwy, IPurchaser agrees, represents and warran®Buldtaser realizes and acknowledges that
factual matters now unknown to Purchaser may haxengr may hereafter give rise to causes of actitaims, demands, debts, controversies,
damages, costs, losses and expenses which aratyresgknown, unanticipated and unsuspected, amdhaser further agrees, represents and
warrants that the waivers and releases herein lbese negotiated and agreed upon in light of tredizaion and that Purchaser nevertheless
hereby intends to release, discharge and acquér$eim any such unknown causes of action, clatlesjands, debts, controversies, damages,
costs, losses and expenses.

F. As used herein, (alghvironmental Laws " means the Comprehensive Environmental Respormapénsation
and Liability Act of 1980 (42 U.S.C. Section 96Q1seq.), as amended, or the Resource ConservatibRacovery Act (42 U.S.C. Section
6902 et seq.), as amended, or any other fedeaté, st local law, ordinance, rule or regulatioratielg to Hazardous Substances and applicable
to the Property (but specifically excluding anyngiples of common law or common law theories); é)d' Hazardous Substance$ means
any hazardous, toxic or dangerous waste, substarmaterial, any pollutant or contaminant, or angstance or organism which is toxic,
explosive, corrosive, flammable, infectious, radtdbee, carcinogenic, mutagenic or otherwise hazasdor any substance which contains
gasoline, diesel fuel or other petroleum hydrocash@olychlorinated biphenyls (PCBs), radon gasadormaldehyde or asbestos.

G. As to each Property, the foregoingvisions of this Section 20, including the waivarsl releases by Purchaser,
shall survive the Closing and the recordation effleed, and shall not be deemed merged into thd Breether documents and instruments
delivered at Closing.
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21. Rights of First Refusal Affiliates of Sellers own and operate two adulitl self storage facilities commonly referred $o a
the “Moraga Rent-A-Space” facility and the “LahaiRant-A-Space” facility (hereinafter collectivelyet “ ROR Facilities”). Sellers agree
that concurrently with the Closing, Selles$iall cause the owners of the ROR Facilities taigPaurchaser, for a period of two (2) years froe
first Closing, a right of first refusal to purchas&ch of the ROR Facilities by a Grant of RighFoét Refusal, which shall be in a form of
Exhibit “K” and executed and recorded at Closing. The GraRightt of First Refusal shall provide, among ottiéngs, that if the owner of
an ROR Facility (the ROR Owner ") receives a bona fide third party offer to pursbdhe ROR Facility (theROR Offer ”) that the ROR
Owner is prepared to accept, then Purchaser stnedl & period of time not to exceed ten (10) busideys in which to agree, in writing, to the
terms and conditions of the ROR Offer. Purchadailare to exercise its right of first refusal hith such ten (10) business day period shall
constitute Purchaser’s election not to acquireaihiglicable ROR Facility in accordance with the tewfisuch ROR Offer and, thereafter, the
right of first refusal shall terminate with respéztsuch ROR Offer and the ROR Owner shall beledtib sell the ROR Offer in accordance
with the provisions of such ROR Offer free and clefaany such right of first refusal. Purchasere&g to promptly execute any and all
commercially reasonable instruments and/or docusntentonfirm the expiration or earlier terminatimiithe right of first refusal.
Notwithstanding anything to the contrary contaihedein, the parties agree that the right of fieftisal shall not apply to the transfer of
interest in any ROR Facility by an affiliate of Bes or the immediate family of H. James Knuppariy lineal descendant of H. James Knuj
provided that the right of first refusal shall sae/such transfer. The right of first refusal geshto Purchaser shall be personal to Purchaser
and shall not be assignable (except to an AffiletBurchaser) without the express prior writtengamt of Seller and the ROR Owners, which
consent may be withheld in their sole and absaligeretion.

22. Grant of License to Use NamfdRent-A-Spacé . Concurrently with the Closing, Sellers shall smathe holder of the rights
to the names and/or marks “AAAAA” and “Rent-A-Spjand combinations thereof, to license, on a netitesive basis, such names and/or
marks to Purchaser for a period of time commenoim¢ghe Closing Date and expiring with respect tcheRroperty on the second anniversary
of the Closing Date for such Property. Purchabel si0t be required to pay any additional consitlen with respect to the grant of such
license and such grant of license shall be in dne fof Exhibit “L” attached hereto.

23. Defaults

A. If any Seller hereunder fails to menh its obligations as Seller and such Seller failsure such default within five
(5) business days after such Seller’s receiptwfitien notice from Purchaser specifying such digfélben Purchase shall elect, as Purchaser’'s
sole remedy, either: (a) specifically enforce thigeement or seek injunctive relief, (b) if suclkeéch or default relates to one or more
Properties, remove such Property or Properties ff@Properties being conveyed pursuant to thigémeent, receive a reduction in the
Purchase Price in the amount of the Allocated RagelPrice of such Property and the payment to Bsectof Purchaser's Reimbursable Due
Diligence Expenses (as hereinafter defined) alllecabsuch Properties, (c) if such breach or defaléhtes to Properties having, in the
aggregate, an Allocated Purchase Price equalgoeater than $50,000,000.00, terminate this Agregimed receive an immediate refund of
the Earnest Money Deposit from Escrow Agent. Tdredoing remedies are Purchaser’s sole and exelusimedies with respect to Seller’s
default, and Purchaser waives any and all otheedéss as may be available at law or in equity imneztion with Seller’s default.

B. IN THE EVENT THE CLOSING AND THE CONSVIMATION OF THE TRANSACTION CONTEMPLATED
HEREIN DO NOT OCCUR AS PROVIDED HEREIN BY REASON GfNY BREACH OF PURCHASER WHICH IS NOT CURED
WITHIN FIVE (5) DAYS AFTER WRITTEN NOTICE OF SUCH REACH IS GIVEN TO PURCHASER BY SELLERS, PURCHASER
AND SELLER AGREE THAT IT WOULD BE IMPRACTICAL AND XTREMELY DIFFICULT TO
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ESTIMATE THE DAMAGES WHICH SELLER MAY SUFFER AS ABSULT THEREOF. THEREFORE, PURCHASER AND SELLER
DO HEREBY AGREE THAT A REASONABLE ESTIMATE OF THEOTAL NET DETRIMENT THAT SELLER WOULD SUFFER IN
THE EVENT THAT PURCHASER BREACHES THIS AGREEMENT ANFAILS TO COMPLETE THE PURCHASE OF EACH SITE IS
AND SHALL BE, AS SELLER’S SOLE AND EXCLUSIVE REMEDYHE RIGHT TO TERMINATE THIS AGREEMENT AND TO
RETAIN THE UNDISBURSED PORTION OF THE EARNEST MONHYEPOSIT AS LIQUIDATED DAMAGES, AND FOLLOWING
SUCH TERMINATION NO PARTY HERETO SHALL HAVE ANY FURHER OBLIGATION OR LIABILITY TO ANY OTHER PARTY
HERETO EXCEPT WITH RESPECT TO THOSE PROVISIONS Gfi§ AGREEMENT WHICH EXPRESSLY SURVIVE THE
TERMINATION OF THIS AGREEMENT. UPON ANY SUCH BREAE BY PURCHASER, UNLESS OTHERWISE SPECIFIED, THIS
AGREEMENT SHALL BE TERMINATED WITH RESPECT TO EACRROPERTY FOR WHICH A CLOSING HAS NOT OCCURRED
AND NEITHER PARTY SHALL HAVE ANY FURTHER RIGHTS OFOBLIGATIONS HEREUNDER, EACH TO THE OTHER, EXCEPT
FOR THE RIGHT OF SELLER TO RECEIVE THE UNDISBURSH®DRTION OF THE EARNEST MONEY DEPOSIT FROM ESCROW
AGENT AS AFORESAID AND RETAIN THE UNDISBURSED PORDIN OF THE EARNEST MONEY DEPOSIT AS LIQUIDATED
DAMAGES FROM PURCHASER AND THE OBLIGATION OF PURCHZER TO DELIVER TO SELLER THE DOCUMENTS
PURSUANT TO SECTION 6.C, ABOVE; PROVIDED, HOWEVERHAT THIS LIQUIDATED DAMAGES PROVISION SHALL NOT
LIMIT SELLER’S RIGHT TO (A) RECEIVE REIMBURSEMENT BR OR RECOVER DAMAGES IN CONNECTION WITH
PURCHASER'’S INDEMNITY OF SELLER AND/OR BREACH OF RCHASER'’S OBLIGATIONS PURSUANT TO SECTION 8.C,
ABOVE, OR (B) INJUNCTIVE RELIEF DUE TO PURCHASERBREACH OF PURCHASER’S OBLIGATIONS UNDER SECTION 24
ABOVE. THE PARTIES ACKNOWLEDGE THAT SUCH PAYMENT B THE EARNEST MONEY DEPOSIT IS NOT INTENDED AS A
FORFEITURE OR PENALTY, BUT IS INTENDED TO CONSTITWLIQUIDATED DAMAGES TO SELLER.

INTIALS:
MJK KMW

AAAAA RENT-A-SPACE, ALAMEDA, LTD., LIMITED EXTRA SPACE STORAGE LLC
PARTNERSHIP, a California limited Partnersl

MJIK
AAAAA RENT-A-SPACE, ALAMEDA II, LTD.,
LIMITED PARTNERSHIP, a California limited Partneiipt

MJIK
AAAAA RENT -A-SPACE, BERKELEY I, LTD.
LIMITED PARTNERSHIP, a California limited Partneigt

MJK
AAAAA RENT-A-SPACE, BERKELEY II, LTD.,
LIMITED PARTNERSHIP, a California limited Partneigt
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MJIK
AAAAA RENT-A-SPACE-CASTRO VALLEY, LTD.
LIMITED PARTNERSHIP, a California limited partnerigr

MJIK
AAAAA RENT -A-SPACE— COLMA, LTD., LIMITED
PARTNERSHIP, a California limited Partnersl

MJIK
AAAAA RENT-A-SPACE, HAYWARD, LTD., LIMITED
PARTNERSHIP, a California limited Partnersl

MJIK
AAAAA RENT -A-SPACE— MAUI, A LIMITED
PARTNERSHIP, a Hawaii limited Partnerst

MJIK
AAAAA RENT-A-SPACE, SAN LEADRO
LTD.,LIMITED PARTNERSHIP, a California limited
partnershig

MJIK
AAAAA RENT-A-SPACE, SAN PABLO, LTD., LIMITED
PARTNERSHIP, a California limited Partnersl

MJIK
AAAAA RENT-A-SPACE — VALLEJO, LTD., LIMITED
PARTNERSHIP, a California limited Partnersl

C. Notwithstanding anything to the camgrcontained in this Agreement, if the Closingaasummated, as to
Purchaser and each Seller hereunder, as to eapblrBrao party shall have any liability to anotperty following the Closing of such
Property with respect to any breaches of repreenta warranties or covenants under this Agreer(egher than the covenants and obligati
contained in Section 11.E and Section 11.F unledaatil the aggregate amount of the actual gersrdlcompensatory damages suffered by
the non-defaulting party by reason of any suchdired representations, warranties or covenantseglecthe sum of Ten Thousand Dollars
($10,000.00) for such Property (in which eventdkléaulting party shall be responsible from thetfitsllar). Unless and until the amount of the
actual damages suffered or incurred by the defaulting party by reason of any such breach pfegentations, warranties or covenants ex
in the aggregate, the sum of Ten Thousand Dolf8,000.00) for such Property, the non-defaultiagypshall not be entitled to file an action
or lawsuit or undertake any other legal proceedigginst the defaulting party by reason of suchdired representations, warranties or
covenants. The covenants and the obligationseopéties contained in Section 11.F and Sectiok 4Hall be excluded from the applicatior
this Section. The provisions of this Section shallvive the Closing and the recordation of thed)ead shall not be deemed merged into the
Deed or other documents or instruments deliveretiaging.
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D. The obligations and liabilities ofchaSeller under this Agreement are and shall baragp from the obligations and
liabilities of each other Seller. Furthermoret@gach Property and the Seller of such Propeutsh Seller’s total liability with respect to a
breach of any representations, warranties or athkgations of such Seller contained in this Agreetror in any document or instrument
executed and delivered at Closing (including amemnity obligations in this Agreement or in anylsdocument or instrument) shall be
limited to an amount equal to two and dmaf percent (2 ¥2%) of the Allocated Purchase Piocesuch Property. It is expressly understood
agreed that in no event shall any of the dired¢hdirect partners, shareholders, owners, affiliatéficers, directors, employees or agents of
each Seller or any affiliate or controlling pergbareof, have any liability for any claim, causeaofion or other liability arising out of or
relating to this Agreement whether based on coptcaenmon law, statute, equity or otherwise. Irement shall a Seller be liable to Purchaser
for consequential, indirect or punitive damagebe Toregoing limitations on liability shall survitke Closing or any earlier termination of this
Agreement and shall not diminish or otherwise affaarchaser’s waivers and releases in Section #iAgreement.

24. Confidentiality.

A. Purchaser agrees that, prior to thsi@g, all documents and information obtained fr8ellers or Sellers’
representatives pursuant to this Agreement inctydirithout limitation, the Documents, shall be kepnhfidential as provided in this Section
24.A. Prior to the Closing, the property inforneaitireceived from Sellers shall not be disclose®bschaser or its representatives, in any
manner whatsoever, in whole or in part, except(t) the prior written consent of Sellers (whichhsent may be withheld in Sellers’ sole and
absolute discretion), (2) to the extent that suatuchent or information is publicly available, (8)Rurchaser’s representatives who need to
know the property information for the purpose o&lenating the Properties and who are informed byPilkeehaser of the confidential nature of
the property information; (4) as may be necessarytirchaser or Purchaser’s representatives to lgomiih applicable laws, including,
without limitation, governmental regulatory, disslme, tax and reporting requirements, to complj wther requirements of regulatory and
supervisory authorities and self-regulatory orgati@ns having jurisdiction over Purchaser or Pusel'a representatives; or to comply with
regulatory or judicial processes; or (5) as mapéeessary in order to assume the Third Party Loanpermitting Purchaser and its
representatives to review the Documents to asaisth@ser, Seller has not waived any privilege aintlof confidentiality with respect thereto,
and no third party benefits or relationships of &mgd, either expressed or implied, have been effeintended or created by Seller and any
such claims are expressly rejected by Seller arideday Purchaser. The provisions of this Sec#idrA shall survive the Closing but shall,
notwithstanding any other provision of this Agreemeurvive any termination of this Agreement.

B. Sellers and Purchaser agree thatttstence and terms of this Agreement shall be geptidential as provided in
this Agreement. The identity of Purchaser andeBethe existence of this Agreement and the terfitisi® Agreement shall be kept confidential
and shall not be disclosed by Sellers, Purchasate respective representatives, in any mantetsoever, in whole or in part, except (1)
with the prior written consent of the non-disclgsjarty (which consent may be withheld in the n@stldsing party’s or parties’ sole and
absolute discretion), (2) to the extent that sumtudhent or information is publicly available, o) €& may be necessary for Sellers, Purchaser’s
or any of their respective representatives to cgmiyith applicable laws, including, without limitati, governmental regulatory, disclosure, tax
and reporting requirements, to comply with othguieements of regulatory and supervisory autharitied selfregulatory organizations havi
jurisdiction over any Seller or such Se’s representatives; or to comply with regulatoryudicial processes. Furthermore, except as exjgr
permitted pursuant to the provisions of subparnt®(Z3) of this Section 24.B, under no circumsesshall Purchaser use the name “Knuppe”
or disclose the name “Knuppe” without the expragsrpvritten consent of Sellers (which consent rhaywithheld in Sellers’ sole and absolute
discretion). Purchaser shall give Sellers advavriten notice of Purchaser’s use of the name “Kpein accordance with the provision of
this Section 24.B, which notice
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shall include a reference to the applicable lawkkhequire such disclosure. Sellers hereby digcto Purchaser that Seller may have
inadvertently disclosed the nature of this Agreermeihe property manager(s) of the Hayward PrgpePurchaser expressly acknowledges
and agrees that the foregoing limited inadvertéstldsure shall not be deemed a default hereof.

25. Payment of Commissions Each party hereto represents and warrantstthas employed no brokers or real estate
agencies in the creation of or the negotiatioratirgy to this Agreement, and each party shall indgmdefend and hold harmless the other
party by reason of any breach of such party ofvégranty and representation under this sectiore grbvisions of this section shall survive
Closing.

26. Agreement Not to Compete Intentionally Deleted.

27. Successors and AssignsSubject to the restrictions on assignmentch felow, this Agreement shall be binding upod
inure to the benefit of Sellers and Purchaser hail tespective estates, personal representatiegs, devisees, legatees, successors and
permitted assigns. Purchaser may not assign aiy ights and/or delegate any of its obligationsler this Agreement without first obtaining
the prior written consent of the Sellers, whichsmmt may be withheld by Sellers in their sole dmgbéute discretion, provided that Sellers’
consent shall not be required for an assignmeant@ffiliated” company (as defined hereafter). yAassignee as may be consented to by
Sellers or which is permitted under this Sectioallstxpressly assume in writing all obligationshafrchaser under this Agreement and shall
further acknowledge and agree in writing to be lzbhy all of the provisions of this Agreement athi# assignee had originally executed this
Agreement as purchaser. Notwithstanding any assghas may be consented to by Sellers or whipknsitted under this Section, the nat
purchaser hereunder shall not be released, anidshmin liable for, all obligations of the partyhigh is the Purchaser under this Agreement.
An “affiliated” company shall mean an entity thaintrols, is controlled by, or is under common cohwith the Purchaser.

28. Notices Any notice, approval, waiver, objection or otkemmunication required or permitted to be giverebader or
given in regard to this Agreement by one partyhwdther shall be in writing and the same shatléemed to have been served and receive
if hand delivered, when delivered in person todtldress set forth hereinafter for the party to winmtice is given; (b) if by overnight delivery
when received by the other party; or (c) if by fadke, when received by the other party at the nenfiereinafter specified as evidenced by the
confirmation receipt of the Sender; provided, hogrethat if such facsimile is received after 5:0@1 pPacific Time, such notice shall be
deemed received on the next business day. Any pay change its address for notices by noticeetbéore given in accordance with this
section:

If to Sellers: AAAAA Rent-A-Space
Attn: Dr. H. James Knuppe
4545 Crow Canyon Place
Castro Valley, CA 94552
Tel. (510) 727-1800 x 311
Fax. (510) 727-0185
Email. Knuppe@aol.cor
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With a Copy to: Miller, Starr & Regalia A
ttn: Eugene Miller & Hans Lapping
1331 N. California Blvd., 8 FIr.
Walnut Creek, CA 94596
Tel. (925) 935-9400
Fax. (925) 933-4126
Email. ehm@msandr.com & hi@msandr.c

If to Purchaser: Extra Space Storage LLC
Attn: David L. Rasmussen
2795 E. Cottonwood Parkway, #400
Salt Lake City, UT 84121
Tel. 801-365-4473
Fax 801-365-4947
Email: drasmussen@extraspace.(

With a Copy to: Steven E. Tyler
Holland & Hart LLP
60 East South Temple, Suite 2000
Salt Lake City, Utah 84111
Tel. 801-595-7800
Fax 801-364-9124
Email: setyler@hollandhart.co

29. Timing. If any date herein (except the Proration Daba)ldall on a Saturday, Sunday, Monday or natiaradtate holiday
(* Non-business Day), the date shall automatically be advanced tdfitlse Tuesday thereafter; but if that day is a Nwrsiness Day, then the
date shall be the next business day.

30. Further Assurances From time to time, at either party’s reasonablguest, whether on or after Closing, and without
further consideration, the other party shall exeautd deliver any further commercially reasonaféruments of conveyance and take such
other commercially reasonable actions as the réiggesarty may reasonably require to complete thedfer of the Properties to Purchaser.

31. Counterparts. This Agreement may be executed in one or mowateoparts, each of which shall be deemed an @ligout
all of which together shall constitute one andghme instrument. Delivery of the executed Agreemmey be accomplished by facsimile
transmission, and if so, the facsimile copy shaltkeemed an executed original counterpart of theexgent. All executed counterparts
together shall constitute one and the same docymedtany signature pages, including facsimile eftiereof, may be assembled to form a
single original document.

32. Attorneys Fees Each party shall bear its own attorneys’ feesoinnection with the preparation and negotiatiothif
Agreement and any controversy, claim or disputeveen or among the parties.

33. Time of Essence Time is of the essence of this Agreement.

34. Survival. All provisions that expressly survive the Closingermination of this Agreement shall survive.

35. Governing Law This Agreement and all transactions contemplatrdby shall be governed by, construed and erdarce

accordance with the laws of the State of Califomiitn the exception
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of issues of title to each Property which will lmstrued in accordance with the laws of the Statehich a particular Property is located. The
parties agree that this Agreement has been maQastro Valley, California and that exclusive jurgditbn for matters arising under this
Agreement shall be in the State courts in Alamedan®@y, California. Each party, by signing this A&gment, irrevocably consents to and shall
submit to such jurisdiction.

36. Entire Agreement and Amendments This Agreement, together with all exhibits altad hereto or referred to herein,
contain all representations and the entire undedgtg between the parties hereto with respectdcttbject matter hereof. Any prior
correspondence, memoranda or agreements are rejieizeal by this Agreement and exhibits herefbis Agreement may only be modified
or amended upon the written consent of both parties

37. No Recordation There shall be no recordation of either thiséggnent or any memorandum hereof or any affidavit
pertaining hereto, and any such recordation ofAlgieement or memorandum hereof or affidavit paintej hereto by any party hereunder shall
constitute a material default hereunder by suctypand non-defaulting shall have all rights anthedies expressly available to such party
hereunder.

38. Severability If any provision of this Agreement or applicatito any party or circumstance shall be determimedny cour
of competent jurisdiction to be invalid and uneggable to any extent, the remainder of this Agregroethe application of such provision to
such person or circumstances, other than thosewakith it is so determined invalid or unenforcealshall not be affected thereby, and each
provision hereof shall be valid and shall be erddrto the fullest extent permitted by law.

39. Participation in Drafting. The language of this Agreement shall be in adles construed simply according to its fair
meaning and not strictly for or against any of plaeties hereto. Sellers and Purchaser each ackdge/ithat they participated equally in the
drafting of this Agreement and, accordingly, nort@onstruing this Agreement shall construe it mgtrangently against one party than any
other.

40. Exhibits and Schedules Exhibit “A” through Exhibit “L”, inclusive, an&chedule 17.A(xiii) are hereby incorporated
herein.

41. Selleis Access to Records For a period of four (4) years subsequent taQtosing Date, Purchaser agrees to reasonably
cooperate with Sellers and Sellers’ agents, emploaad representatives in the event of Sellersd teeeespond to any legal requirement,
including any tax audit, by allowing Sellers andl&s’ agents, employees and representatives aagess reasonable advance written notice
(which notice shall identify the nature of the infation sought by Sellers), at all reasonable ticheing business hours to examine and make
copies of any and all files and records deliverg@&bllers to Purchaser. The provisions of thigiBechall survive the Closing and the
recordation of the Deed for a period of four (4aseeand shall not merge into the Deed and the dib@arments and instruments delivered at
Closing.

42. 1031 Exchange Purchaser and/or Sellers may desire to effeetmdike-kind exchange pursuant to Section 103hef
Internal Revenue Code (theCbde”) in connection with this purchase or sale of Breperties. Purchaser and Sellers (as applictiae,
Cooperating Party ") agree to use reasonable efforts to accommodtatether (as applicable, thé&fecting Party ") in effectuating a like-
kind exchange pursuant to Section 1031 of the @odennection with the sale of any Property; preddowever, that (a) such exchange does
not directly or indirectly reduce the Purchase &r{b) such exchange will not delay or otherwiseeaskly affect any Closing, (c) there is no
additional unreimbursed loss, cost, damage, teperse or adverse consequence incurred by the GaimgeParty resulting from, or in
connection with, such exchange, (d) the ElectingyRHademnifies, defends, and hold harmless thep@aating Party of, from and against any
such loss, cost, damage, tax, expense or advenseguence (including reasonable attorneys’
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fees), (e) all documents to be executed by the 8aoipg Party in connection with such exchangel ffeasubject to the approval of the
Cooperating Party, which approval shall not be asomably withheld provided that the Electing Pageyg otherwise fully complied with the
terms and provisions of this Section, and shalfesgly state, without qualification, that the Coepieag Party (X) is acting solely as an
accommodating party to such exchange, (y) shak mavliability with respect thereto, and (z) is rmakno representation or warranty that the
transactions qualify as a tax-free exchange undeti@ 1031 of the Code or any applicable stateaal laws, (f) in no event shall the
Cooperating Party be obligated to acquire any ptgpe otherwise be obligated to take title, or @@pin the records of title, to any property in
connection with such exchange, and (g) the Eled®ady shall pay all of the costs and expenseduiimy, without limitation, reasonable legal
fees and expenses) reasonably incurred by the CatopgeParty from and after the date of this Agreatrin connection with the consideration
and/or consummation of any such exchange. Thagiome of this Section shall survive the Closingaoy termination of this Agreement.

[ Signatures on Following Pagés
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IN WITNESS WHEREOF, the parties have executedRhicchase and Sale Agreement.
SELLERS:

AAAAA RENT -A-SPACE, ALAMEDA, LTD., LIMITED
PARTNERSHIP, a California limited partnershi

By: KN PRODUCTIONS - ALAMEDA, INC., a Nevade
corporation, its general partn

By: /sl Michael Knuppt

Name: Michael Knuppe
Title:  Presiden
Date: 12-08-06

AAAAA RENT -A-SPACE, ALAMEDA II, LTD. LIMITED
PARTNERSHIP, a California limited partnershi

By: KN PRODUCTIONS CO., INC., a California corporation, its
general partne

By: /s/ Michael Knupp

Name: Michael Knuppe
Title:  Presiden
Date: 12-08-06

AAAAA RENT -A-SPACE, BERKELEY I, LTD., LIMITED
PARTNERSHIP , a California limited partnership B:

By: KN PRODUCTIONS CO., INC., a California corporation, it
general partne

By: /s/ Michael Knupp

Name: Michael Knuppe
Title:  Presiden
Date: 12-08-06

AAAAA RENT -A-SPACE BERKELEY II, LTD., LIMITED
PARTNERSHIP , a California limited partnershi

By: KN PRODUCTIONS CO., INC., a California corporation, its
general partne

By: /sl Michael Knuppt

Name: Michael Knuppe
Title:  Presiden
Date: 12-08-06

39




40

AAAAA RENT -A-SPACE — CASTRO VALLEY, LTD.
LIMITED PARTNERSHIP , a California limited partnershi

By: KN PRODUCTIONS CO., INC., a California corporation, its
general partne

By: /sl Michael Knuppt
Name: Michael Knuppe
Title:  Presiden

Date: 12-08-06

AAAAA RENT -A-SPACE — COLMA, LTD. LIMITED
PARTNERSHIP , a California limited partnershi

By: KN PRODUCTIONS - COLMA, INC., a Nevada corporation,
its general partne

By: /s/ Michael Knuppt
Name: Michael Knuppe
Title:  Presiden

Date: 12-08-06
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AAAAA RENT -A-SPACE, HAYWARD, LTD., LIMITED
PARTNERSHIP , a California limited partnershi

By: KN PRODUCTIONS - HAYWARD, INC., a Nevada
corporation, its general partn

By: /sl Michael Knuppt

Name: Michael Knuppe
Title:  Presiden
Date: 12-08-06

AAAAA RENT -A-SPACE — MAUI, A LIMITED
PARTNERSHIP, a Hawaiian limited partnersh

By: KN PRODUCTIONS CO., INC., a California corporation, its
general partne

By: /s/ Michael Knuppt

Name: Michael Knuppe
Title:  Presiden
Date: 12-08-06

AAAAA RENT -A-SPACE, SAN LEANDRO, LTD., LIMITED
PARTNERSHIP, a California limited partnershi

By: KN PRODUCTIONS — SAN LEANDRO, INC., a Nevad:
corporation, its general partn

By: /s/ Michael Knupp:

Name: Michael Knuppe
Title:  Presiden
Date: 12-08-06




AAAAA RENT -A-SPACE, SAN PABLO, LTD. LIMITED
PARTNERSHIP, a California limited partnershi

By: KN PRODUCTIONS CO., INC., a California corporation, its
general partne

By: /sl Michael Knuppt
Name: Michael Knuppe
Title: Presiden

Date: 12-08-06

AAAAA RENT -A-SPACE — VALLEJO, LTD. LIMITED
PARTNERSHIP, a California limited partnershi

By: KN PRODUCTIONS CO., INC., a California corporation, its
general partne

By: /s/ Michael Knuppt

Name: Michael Knuppe

Title: Presiden

Date: 12-08-06
PURCHASER:

EXTRA SPACE STORAGE LLC

By: /s/ Kenneth M. Wolley

Printed Name: Kenneth M. Wolle
Title:
Date:

The foregoing Agreement is approved this  da@ecember, 2006, by the following:

/s/ H. James Knupg

H. James Knupp

/sl Barbara Knupp

Barbara Knupp:
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Exhibit 23.1
Consent of Independent Registered Public Accouriing

We consent to the incorporation by reference inRbgistration Statement (Form S-8 No. 333-126742gmning to the 2004 Non-Employee
Directors’ Share Plan and 2004 Long Term IncenBeenpensation Plan of Extra Space Storage, Inciratite Registration Statement (Form
S-3 No. 333-128504, 333-128970 and 333-128988xtaESpace Storage, Inc. and in the related Prospet our reports dated February 28,
2007, with respect to the consolidated financialeshents and schedule of Extra Space Storagemaocagement’s assessment of the
effectiveness of internal control over financigboeting, and the effectiveness of internal contrgr financial reporting of Extra Space Stor:
Inc., included in this Annual Report (Form 10-K) tbe year ended December 31, 2006.

/sl Ernst & Young LLP

Salt Lake City, Utah
February 26, 2007




Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémd¢lee Registration Statements on Forms S-3 (R83:128504, 333-128970 and 333-
128988) and on Form S-8 (No. 333-126742) of Expracg Storage, Inc. of our report dated March 1052@lating to the financial statements
and financial statement schedule for the year ember 31, 2004 which appears in this Form 10-K.

PricewaterhouseCoopers LLP
Salt Lake City, Utah
February 28, 2007




Exhibit 31.1

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

I, Kenneth M. Woolley, certify that:

1)

2)

3)

4)

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

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

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

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act Rules
13a-15 (f) and 15d-15(f)) for the registrant angieha

(a) designed such disclosure controls and procsdareaused such disclosure controls and procedonge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to us by
others within those entities, particularly durig tperiod in which this report is being prepared;

(b) designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitoe reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) evaluated the effectiveness of the registrasdigtrols and procedures and presented in thigtrepo conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; and

(d) disclosed in this report any change in thestegint’s internal control over financial reportitigat occurred during the registrant’s most
recent fiscal quarter (the registrants fourth figsgaarter in the case of an annual report) thatnhaterially




affected, or is reasonably likely to materiallyeadf, the registrant’s internal control over finateceporting.

5) The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfws persons performing the equivalent
functions):

(a) all significant deficiencies and material weagses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

(b) any fraud, whether or not material, that insdymnanagement or other employees who have a s@mifiole in the registrant’s internal
control over financial reporting.

Date: February 28, 2007
By: /sl Kenneth M. Woolle

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




Exhibit 31.2

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

I, Kent W. Christensen, certify that:

1)

2)

3)

4)

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

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

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

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag defined in exchange Act rules
13a-15(f) and 15d-15(f))for the registrant and have

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to us by
others within those entities, particularly durig tperiod in which this report is being prepared;

(b) designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitoe reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) evaluated the effectiveness of the registrasdigtrols and procedures and presented in thigtrepo conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thegstgnt’s internal control over financial reportitigit occurred during the registrant’s most
recent fiscal quarter (the registrants fourth figsgaarter in the case of an annual report) thatnhaterially affected, or is reasonably likely
to materially affect, the registrant’s internal tmhover financial reporting.




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

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Date: February 28, 2007
By: /sl Kent W. Christense

Name: Kent W. Christense
Title: Executive Vice President and Chief Financial Off




Exhibit 32

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

I, Kenneth M. Woolley, Chief Executive Officer okia Space Storage Inc. (the “Company”), herebtifgeas of the date hereof, pursuant to
18 U.S.C. Section 1350, as adopted pursuant tadBe2®6 of the Sarbané3xley Act of 2002, that the Annual Report of thengmany on Forr
10-K for the year ended December 31, 2006 (thertFb@-K”) fully complies with the requirements of&ien 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended, and that infeemabntained in the Form 10-K fairly presentsalhmaterial respects, the financial
condition and results of operations of the Company.

By: /sl KENNETH M. WOOLLEY
Name: Kenneth M. Woolley
Dated: February 28, 20( Title: Chairman of the Board and Chief Executive Of

I, Kent W. Christensen, the Chief Financial Officéithe Company, hereby certify as of the date dfepursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, that the Annual Report of the Compan Form 10-K for the year ended
December 31, 2006 fully complies with the requiraiseof Section 13(a) or 15(d) of the Securitieshaxge Act of 1934, as amended, and that
information contained in the Form 10-K fairly prasein all material respects the financial conditand results of operations of the Company.

By: /s KENT W. CHRISTENSE"
Name: Kent W. Christense
Dated: February 28, 20( Title: Executive Vice President and Chief Financial Off




