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WASHINGTON, D.C. 20549
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QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended September 30, 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
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(Exact name of registrant as specified in its @rart

Maryland 20-1076777
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Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
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subject to such filing requirements for the pastags. Yes No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRnle 12b-2 of the Exchange Act. (Check one):
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STATEMENT ON FORWARD-LOOKING INFORMATION

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

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

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

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

» changes in general economic conditions and in thekets in which we operate;

» the effect of competition from new sedferage facilities or other storage alternativasictv would cause rents and occupancy rat
decline;

e our ability to effectively compete in the industnywhich we do business;

» difficulties in our ability to evaluate, financedmtegrate acquired and developed propertiesantcexisting operations and to lease
up those properties, which could adversely affectpyofitability;

» the impact of the regulatory environment as welhational, state, and local laws and regulatiookiging, without limitation, those
governing Real Estate Investment Trusts, which@mdrease our expenses and reduce our cash dedibaldistribution;

» difficulties in raising capital at reasonable rat@kich could impede our ability to grow;
» delays in the development and construction proeesich could adversely affect our profitability;dan

*  economic uncertainty due to the impact of war aoresm, which could adversely affect our busingiss.




PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

Extra Space Storage Inc.
Condensed Consolidated Balance Sheets
(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 assets

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

Minority interest in Operating Partnerst
Other minority interest

Commitments and contingenci

Stockholder' equity:

Preferred stock, $0.01 par value, 50,000,000 starw®rized, no shares issued or outstan
Common stock, $0.01 par value, 200,000,000 shathe@zed, 64,151,274 and 51,765,795
shares issued and outstanding at September 30,a2@0Becember 31, 2005, respectiv

Paic-in capital
Deferred stock compensati
Accumulated deficit
Total stockholders’ equity
Total liabilities, minority interests, and stocktefs’ equity

September 30, 200 December 31, 200!
(unaudited)

$ 1,333,90. $ 1,201,95¢
36,34° 10,71¢
1,370,24: 1,212,67¢
89,69t 90,89¢

151,68¢ 28,65:

16,95¢ 18,37¢

7,064 23,68:

1,68¢ 12,10¢

31,20¢ 33,79¢

$ 1,66853( $ 1,420,19:
$ 825,60: $ 747,19:
119,59( 119,59(

6,77€ 13,261

29,957 23,78¢

981,927 903,82¢

35,30¢ 36,01(

225 225

642 518

821,85; 626,12

— (2,374)

(171,409 (144,139
651,08¢ 480,12¢

$ 1,66853( $ 1,420,19:

See accompanying notes to unaudited condensedlitated financial statements.




Revenues:
Property renta
Management and franchise fe
Tenant insuranc
Development fee
Other income
Total revenues

Expenses:
Property operation
Tenant insuranc
Unrecovered development/acquisition cc
General and administrati\
Depreciation and amortization
Total expenses

Income before interest, minority interest and
equity in earnings of real estate ventt

Interest expens

Interest incomt

Minority interest- Operating Partnersh
Equity in earnings of real estate ventures
Net income (loss)

Net income (loss) per common sh
Basic
Diluted

Weighted average number of shs
Basic
Diluted

Cash dividends paid per common shar

(unaudited)

Three months endec

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

Nine months endec

September 30, 200

September 30, 200!

September 30, 200!

September 30, 200!

See accompanying notes to unaudited condensedlitated financial statements.

44.68: $ 36,24 $ 125,87 82,28¢
5,357 4,56 15,697 5,331
716 863 2,60¢ 863
47 367 272 896
386 308 635 429
51,18¢ 42 34¢ 145,08¢ 89,80¢
16,61% 13,36¢ 46,60¢ 31,28¢
284 513 1,50€ 513
(87) 9 255 284
8,59¢ 9,591 26,59C 15,88¢
9,252 9,53¢ 27,58€ 21,47¢
34,661 33,017 102 54( 69,44¢
16,527 9,332 42 54¢ 20,357

(13,429 (14,58¢) (38,19¢) (28,320
175 789 805 865
(306) 253 (585) 419
1,34C 1,35¢ 3,56€ 1,96(
4307 $ (2,859 $ 8,137 @719
0.08 $ (0.08) $ 0.16 (0.14)
0.07 $ (0.08) $ 0.13 (0.14)

52,501,86: 37,465,700 $ 51,929,33! 33,544,08!
57,072,83! 37,465,70! 56,250, 16: 33,544,08!
023 $ 023 $ 0.68 0.68




Extra Space Storage Inc.

Condensed Consolidated Statement of Stockholders'gbity

(in thousands, except share data)

Balances at December 31, 2005

Reclassification of deferred compensation
upon adoption of SFAS 123

Issuance of common stock, net of offering
costs

Issuance of common stock upon the exerci:
of options

Issuance of common stock to members of
board

Restricted stock grants issu

Restricted stock grants cancel

Compensation expense related to stock-ba
awards

Conversion of Operating Partnership units for
common stocl

Other adjustment

Net income

Dividends paid on common stock

Balances at September 30, 2006

(unaudited)
Total
Common Stock Paid-in Deferred Accumulated Stockholder¢

Shares Par Value Capital Compensation Deficit Equity
51,765,79' $ 518 $ 626,12° $ (2,379$ (144,139$  480,12¢
— — (2,374) 2,374 — —
12,075,001 121 194,78( — — 194,901
91,97¢ 1 564 — — 565
12,00( — — — — —
32,50( — — — — —
(26,000 — — — — —
— — 1,377 — — 1,377
200,00( 2 1,80¢ — — 1,811
— (427) — — (427)
— — — — 8,137 8,137
_ _ — — (35,407) (35,407
64,151,27. $ 642 $ 821,85 $ — $ (171,409 % 651,08¢

See accompanying notes to unaudited condensedlitiated financial statements.




Extra Space Storage Inc.
Condensed Consolidated Statements of Cash Flows
(in thousands)

(unaudited)
Nine months endec
September 30, 200 September 30, 200!
Cash flows from operating activities:
Net income (loss $ 8,137 $ (4,719
Adjustments to reconcile net income (loss) to mshcprovided by (used in) operating
activities:
Depreciation and amortizatic 27,58¢ 21,47¢
Amortization of deferred stock compensat — 416
Stock compensation exper 1,377 —
Gain (loss) allocated to minority intere 585 (419)
Distributions from real estate ventures in excdssaonings 3,428 769
Accrued interest on notes receiva — (539)
Changes in operating assets and liabilit
Receivables from related parti 16,61¢ (26,109
Other asset 5,71¢ (2,74€)
Accounts payabl (6,485) (238)
Other liabilities 3,75€ (556)
Net cash provided by (used in) operating activities 60,71¢ (12,669)
Cash flows from investing activities:
Acquisition of real estate assi (127,82¢) (74,43¢)
Acquisition of Storage US, — (528,700)
Development and construction of real estate a (26,307 (3,737
Proceeds from sale of real estate as 728 —
Investments in real estate ventu (5,104) (1,740
Change in restricted ca 1,451 (7,83€)
Principal payments received on notes receiv 123 208
Purchase of equipment and fixtures (1,217) (1,839
Net cash used in investing activities (158,14¢) (618,07¢)
Cash flows from financing activities:
Proceeds from notes payable, notes payable te tanst line of cred 129,12¢ 651,58¢
Principal payments on notes payable and line afit (65,217) (86,697
Deferred financing cos (899) (7,159
Minority interest investment — 225
Redemption of Operating Partnership units held byonity interest — (865)
Proceeds from issuance of common shares 194,901 81,33(
Net proceeds from exercise of stock opti 565 —
Dividends paid on common sto (35,407 (22,80¢)
Distributions to Operating Partnership units hejdhinority interests (2,610 (2,11¢)
Net cash provided by financing activities 220,46 613,50:
Net increase (decrease) in cash and cash equis 123,03: (17,236
Cash and cash equivalents, beginning of the period 28,65: 24,32¢
Cash and cash equivalents, end of the period $ 151,68t $ 7,098




Nine months endec
September 30, 200 September 30, 200!

Supplemental schedule of cash flow informatio
Interest paid, net of amounts capitali: $ 3537¢ $ 22,67

Supplemental schedule of noncash investing and finaing activities:
Acquisitions:

Real estate asse $ 27,091 $ 58,217
Notes payabli $ (10,87¢) $ (10,260)
Notes receivabl $ (10,29¢) $ —
Accounts payable and other liabiliti $ — 3 (26,40%)
Investment in real estate ventu $ (2,78%) $ —
Minority interest in Operating Partnerst $ (3,130) $ (21,557)
Restricted stock grants to employ: $ — 3 2,97t
Conversion of Operating Partnership units held lryotiry interests for common stos $ 1,811 $ 3,45C

See accompanying notes to unaudited condensedlitiated financial statements.




Extra Space Storage Inc.
Notes to Condensed Consolidated Financial Statemenfunaudited)
Amounts in thousands, except shares and per sharata

1. ORGANIZATION

Extra Space Storage Inc. (the “Company”) is a fullggrated, self-administered and self-manageldastate investment trust (“REIT"),
formed as a Maryland corporation on April 30, 2004wn, operate, manage, acquire and develogssaifge facilities located throughout
United States. The Company continues the busirfédssta Space Storage LLC (“ESS LLC") and its sdimiies (the “Predecessor”), which
had engaged in the self-storage business since TBéCompany'’s interest in its properties is hbldugh its operating partnership, Extra
Space Storage LP (the “Operating Partnership”)clviaias formed on May 5, 2004. The Company’s prinegssets are general partner and
limited partner interests in the Operating PartmigrsThis structure is commonly referred to as arbrella partnership REIT, or UPREIT. T
Company has elected to be taxed as a REIT undéntitrmal Revenue Code of 1986, as amended. Textesmt the Company continues to
qualify as a REIT, it will not be subject to taxithvcertain limited exceptions, on the taxable meothat is distributed to its stockholders.

The Company invests in self-storage facilities bguaring or developing wholly-owned facilities oy Bcquiring an equity interest in real
estate entities. At September 30, 2006, the Compadydirect and indirect equity interests in 5&itage facilities located in 32 states and
Washington, D.C.

The Company operates in two distinct segmentspidperty management and development; and (2) rep&htions. The Company’s
property management and development activitiesidechcquiring, managing, developing and sellinfsterage facilities. The rental
operations activities include rental operationseilf-storage facilities. No single tenant accodatsnore than 5% of rental income.

2. BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetaddial statements of the Company have been pdparaccordance with U.S.
generally accepted accounting principles (“GAARS) interim financial information and in accordaneigh the instructions to Form 1Q-and
Article 10 of Regulation S-X. Accordingly, they dot include all of the information and footnotequied by GAAP for complete financial
statements. In the opinion of management, all adieists (consisting of normal recurring accruals)sidered necessary for a fair presente
have been included. Operating results for the threknine months ended September 30, 2006 areenessarily indicative of results that
may be expected for the year ended December 36, 2@ Condensed Consolidated Balance Sheet asagfiber 31, 2005, has been
derived from the Company’s audited financial staata as of that date, but does not include ahefimformation and footnotes required by
GAAP for complete financial statements. For furtimformation refer to the consolidated financiatements and footnotes thereto included
in the Company’s Annual Report on Form 10-K for ylear ended December 31, 2005 as filed with thei8exs and Exchange Commission
(“SEC").

3. STOCK-BASED COMPENSATION

Effective January 1, 2006, the Company adopted®iamt of Financial Accounting Standards (“SFAS”) N23 (revised 2004), “Share-
Based Payment,” (“SFAS 123R"), which requires treasurement and recognition of compensation exgensd share-based payment
awards to employees and directors based on estirfaitevalues. SFAS 123R supersedes SFAS No. J&R;dunting for Stock-Based
Compensation” and Accounting Principles Board QgiriNo. 25, “Accounting for Stock Issued to Employe@APB 25”). The Company
adopted SFAS 123R using the modified prospectiydiegiion method of adoption which requires the @amy to record compensation cost
related to non-vested stock awards as of Decemhet(®5 by recognizing the unamortized grant daitevialue of these awards over their
remaining service period with no change in hiserieported earnings. Awards granted after Decer®@bgP005 are valued at fair value in
accordance with provisions of SFAS 123R and recxaghon a straight line basis over the service gerad each award. The forfeiture rate,
which is estimated at a weighted average of 15.88%0vested options outstanding as of Septembe2@G, is adjusted periodically based on
the extent to which actual forfeitures differ, oe @xpected to differ, from the previous estimate.

Prior to 2006, the Company accounted for stock-dasenpensation in accordance with APB 25 usingrttisic value method, which did
not require that compensation cost be recognizethébCompany'’s stock options provided the optixereise price was established at 100%
of the common stock fair value market on the déigrant. Under APB 25, the Company was requirettord expense over the vesting
period for the value of restricted common stocknggd. Prior to 2006, the Company provided pro fodisglosure amounts in accordance
with SFAS No. 148, “Accounting for Stock-Based Camngpation — Transition and Disclosure” (“SFAS 14&3,if the fair value method
defined by SFAS 123 had been applied




to its stock-based compensation. The Compangt loss and net loss per share for the thremiaednonths ended September 30, 2005 w
have been greater if compensation cost relatetbti ®ptions had been recorded in the financidésiants based on fair value at the grant
dates.

Options

The Company has the following two stock option plander which shares were available for grant ptedeber 30, 2006: the 2004 Long-
Term Incentive Compensation Plan, and the 2004 Bloployee Directors’ Share Plan. Under the ternth@fplans, the exercise price of an
option shall be determined by the Compensation, iNatimg and Governance Committee and reflecteierapplicable award agreement.
Each option becomes exercisable after the perigeidods specified in the award agreement, whictegdly do not exceed 10 years from
date of grant (or five years in the case of anritige stock option granted to a 10% stockholdepeifimitted under the plans). Options are
exercisable at such times and subject to such tasndetermined by the Compensation, Nominating@meernance Committee, but under no
circumstances may an option be exercised if suehcese would cause a violation of the ownershiptlimthe Company’s charter. Unless
otherwise determined by the Compensation, Nomigatimd Governance Committee at the time of graeh stock options shall vest ratably
over a four-year period beginning on the date ahgrThe Company recorded $187 and $637, respBctofecompensation expense relating
to outstanding options during the three and ninathmended September 30, 2006. No compensatiomsspeas recorded related to
outstanding options during the three and nine nmoatided September 30, 2005.

The following assumptions were used to estimatdaimezalue of options granted during the three aimé months ended September 30, 2006
and 2005 using the Black-Scholes option-pricing etod

Three Months Ended Nine Months Ended
September 30, 200! September 30, 200! September 30, 200 September 30, 200!
Expected volatility 24% 23% 24% 24%
Dividend yield 6.3% 6.9% 6.4% 6.9%
Risk-free interest rat 4.8% 3.9% 4.6% 4.2%
Average expected term (yea 5 5 5 5

The Black-Scholes model incorporates assumptionaltee stock—based awards. The risk-free rategedban the U.S. Treasury yield curve
in effect at the time of grant for the estimatdd 6f the option. The Company uses actual histbdata to calculate the expected price
volatility and average expected term.

The following table summarizes the Company’s atiigiwith respect to its stock option plans for tiiree months ended September 30, 2006:

Weighted-Average

Weighted-Average Remaining Contractual

Options Number of Shares Exercise Price Per Share Term Aggregate Intrinsic Value
Outstanding at

January 1, 200 3,032,39¢ $ 13.8¢
Granted 168,67 15.4¢
Exercisec (91,979 12.9¢
Cancelled (270,037 14.94
Outstanding at

September 30, 20( 2,839,05¢ $ 14.04 843 $ 10,321
Vested and expected to ve

in future at

September 30, 20( 2,839,05¢ $ 14.04 843 $ 10,321
Exercisable at

September 30, 20( 752,547 % 13.5€ 822 $ 3,23¢€

The aggregate intrinsic value in the table abopeasents the total value (the difference betweerCtbmpany’s closing stock price on the last
trading day of the third quarter of 2006 and thereise price, multiplied by the number of in-thefrag options) that would have been
received by the option holders had all option haddexercised their options on September 30, 2006.amount of aggregate intrinsic value
will change based on the fair market value of thenfany’s stock.

The aggregate intrinsic value of options exercidaiing the three and nine months ended Septemh@088 was $761 and $881,
respectively. Exercise of options during the thaed nine months ended September 30, 2006 resultesh receipts of $871 and $1,029,
respectively. There were no options exercised dutie three and nine months ended September 38, 200

Common Stock Granted to Employees
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In July, June and April 2006 and during July 200%&, Company granted 11,500, 15,000, 6,000 and @9G&GBares, respectively, of common
stock to certain employees, without monetary carsition under the Company’s 2004 Long-Term Incen®ompensation Plan. At the date
of the grant, the recipient had all rights of acktmlder including the right to vote and receiveidiénds subject to restrictions on transfers and
forfeiture provisions. The forfeiture and trangfestriction on the shares lapse over a two to year period beginning on the date of grant.
The Company recorded approximately $174 and $740mwipensation expense related to outstanding sbaoesnmon stock granted to
employees during the three and nine months endeii@ber 30, 2006, respectively. During the ttzreg nine months ended September 30,
2005, the Company recorded $416 of compensatioareserelated to outstanding shares of common gtaeked to employees.

The fair value of common stock awards is determimeskd on the closing trading price of the Compmngimmon stock on the grant date. A
summary of the Company’s employee share grantigcfir the nine months ended September 30, 20G6as&ollows:

Shares Weighted-Average
Nonvested at January 1, 20 173,75 $ 15.6€
Granted 32,50( 15.9C
Vested (46,250) 15.6¢€
Cancelled (26,000 15.6€
Nonvested at September 30, 2( 134,00 $ 15.7C

At September 30, 2006, there was $1,924 of totedaognized compensation expense related to sheapted to employees under the
Company’s 2004 Long-Term Incentive CompensatiomPl&at cost is expected to be recognized overighted-average period of 2.4 yee
The valuation model applied in this calculatiorizgis subjective assumptions that could potentietiignge over time, including the expected
forfeiture rate. Therefore, the amount of unrecegdicompensation expense at September 30, 2006 atodee does not necessarily repre
the expense that will ultimately be realized by @wmpany in the Statement of Operations. Unreceghidmpensation expense related to
non-vested shares of restricted common stock avgaedged to employees was recorded as deferredermsation in stockholder’s equity at
December 31, 2005. As part of the adoption of SEASR, $2,374 of unrecognized compensation expeaseae®classified as a component of
paid-in capital.

Other Grants

On May 15, 2006, the Company’s Board of Directgpraved the issuance of 12,000 shares of commah siith a market value of $183 to
certain of its directors for services. The Compesgorded stock compensation expense in genera@mehistrative expense in its statem
of operations for the aggregate market value okthek at the date of grant.

Summary

As a result of adopting SFAS 123R, the net incoaidasth in the Unaudited Condensed Consolidatedrial Statements of Operations for
the three and nine months ended September 30, 2@365187 and $637 lower, respectively, than if@eenpany had continued to account
for stock-based compensation under APB 25. Prodanet loss as if the fair value based method had bpplied to all awards for the three
and nine months ended September 30, 2005 is asvill

Three months endec Nine months endec

September 30, 200! September 30, 200!

Net loss as reporte $ (2,859 $ (4,719
Add: Stocl-based employee compensation expense includedanteejnet los: 416 416
Deduct: Stock-based compensation expense determirdt fair value method for all awarc (612) (8349
Pro forma net loss $ (3,055 $ (5,137)
Net loss per shal- basic and dilute

Basic and diluter as reporte: $ (0.08) $ (0.14)
Basic and dilute- pro forma $ (0.08) $ (0.15)
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4. NET INCOME (LOSS) PER SHARE

Basic earnings (loss) per common share is compagteatividing the net income (loss) by the weightedrage common shares outstanding,
less nonvested restricted stock. Diluted earnings (loss)penmon share measures the performance of the &opngver the reporting peric
while giving effect to all potential common shatkat were dilutive and outstanding during the piribhe denominator includes the number
of additional common shares that would have be¢standing if the potential common shares that wdrgive had been issued and is
calculated using the treasury stock method. Patlecimmon shares are securities (such as optiarsamts, convertible debt, and converti
Operating Partnership units) that do not have eeatiright to participate in earnings but couldsdan the future by virtue of their option or
conversion right. In computing the dilutive effedtconvertible securities, net income or loss isisted to add back any changes in earnings
(loss) in the period associated with the conveatg@curity. The numerator also is adjusted foeffects of any other non-discretionary
changes in income or loss that would result froemabsumed conversion of those potential commoreshier computing diluted earnings
(loss) per share, only potential common sharesateatlilutive, those that reduce earnings per slaaeeincluded. Since the Company
generated a loss for the three and nine monthsde®eptember 30, 2005, the impact of inclusion efgbtential conversion of securities into
common shares is anti-dilutive and therefore diligarnings per share is the same as basic eapgnghare. No options, OP units or
unvested restricted stock were included in the adatjon of diluted net loss attributable to comnstmckholders per share for the three and
nine months ended September 30, 2005. For the #wé nine months ended September 30, 2006, 77&#1485,260 of options
outstanding and 3,737,579 and 3,796,384 of OP wmts dilutive, respectively.

5. REAL ESTATE ASSETS

The components of real estate assets are summasZetiows:

September 30, 200 December 31, 200!

Land $ 348,48t $ 304,89:
Buildings and improvemen 1,041,67( 929,74t
Intangible asset- tenant relationshig 24,851 22,17¢
Intangible lease rights 3,40C 3,40C
1,418,40° 1,260,21:

Less: accumulated depreciation and amortization (84,506 (58,257)
Net operating real estate assets 1,333,90: 1,201,95¢
Real estate under development 36,34: 10,71¢
Net real estate assets $ 1,370,24: $ 1,212,67¢

On January 30, 2006, the Company sold an excesslmdrvacant land in Lanham, Pennsylvania for $72&re was no gain or loss
recognized on the sale.

6. PROPERTY ACQUISITIONS

On September 1, 2006, the Company purchased dretaege facility located in Parker, Colorado frarthird party for cash of $5,360 and
assumed net liabilities of $59.

On September 1, 2006, the Company acquired onsteege facility located in Rockville, Marylanafn a franchisee for cash of $13,094,
assumed net assets of $116 and issued 182,828tidgdrartnership units valued at $3,130.

On August 10, 2006, the Company purchased onestmtige facility located in Rowlette, Texas frofhiad party for cash of $3,715 and
assumed net liabilities of $49.

On August 8, 2006, the Company acquired one setkge facility located in Alpharetta, Georgia franfranchisee for cash of $2,123,
assumed a note payable of $2,952 and assumedbiétiés of $62.

On July 28, 2006, the Company purchased one setgt facility located in Lancaster, Californiarfra third party for cash of $7,260 and
assumed net liabilities of $20.

On June 30, 2006, the Company purchased one eedfggt facility located in Phoenix, Arizona fromhard party for cash of $4,100.

On May 18, 2006, the Company acquired its partrjeitg venture interest in a property located irofe Arizona for cash
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of $1,071.

On May 4, 2006, the Company purchased one sel&gofacility located in Dallas, Texas from a fraisele for cash of $14,521.

On May 1, 2006, the Company purchased one sel&gtofacility located in North Hollywood, Californfeom Extra Space Development,
which is a related party, owned by certain membéthe Company’s management team and a directocagh of $12,403 and assumed net
liabilities of $97. The independent members of@mnpany’s board of directors approved this actjaisiafter obtaining two independent
appraisals.

On April 12, 2006, the Company completed a tramsaatith joint venture entities in which the Compareld partnership interests. The
Company purchased five properties located in Kgrigaisnessee and Texas, and sold its joint venttieesist in three properties located in
Texas. The joint ventures were dissolved and paseere distributed to joint venture partners. Ag pf this transaction, the Company also
received payment on notes receivable relatingdedtproperties. The Company paid cash of $3,@2ed franchise notes receivable of
$10,298, assumed a note payable of $7,926 andabédities of $340. No gain or loss was recognipadhis transaction.

On March 30, 2006, the Company purchased one setege facility located in Bensalem, Pennsylvanianfa third party for cash of $3,814.

On February 15, 2006, the Company purchased tltéstsrage facilities located in Lakewood and Traeg Washington from a third party
for cash of $17,866.

On January 17, 2006, the Company purchased onsteetfge facility located in Dacula, Georgia frofianchisee for cash of $5,148.
On January 13, 2006, the Company purchased onsteedfge facility located in Venice, Florida fronfranchisee for cash of $8,003.
On January 6, 2006, the Company purchased onstsetfge facility located in Deland, Florida frorfranchisee for cash of $5,414.
7. INVESTMENTS IN REAL ESTATE VENTURES

Investments in real estate ventures at Septemh&@08® and December 31, 2005 consisted of theviaily:

Excess Profit Equity Investment balance al
Participation % Ownership % September 30, 200! December 31, 200!
Extra Space West One LLC (“ESW") 40% 5% $ 192C $ 2,07C
Extra Space Northern Properities Six, LLC
(“ESNP¢) 35% 10% 1,78€ 1,92¢
PRISA Self Storage LLC*PRISA”) 17% 2% 13,51« 13,82¢
PRISA Il Self Storage LLC*PRISA II") 17% 2% 10,91 11,187
PRISA Il Self Storage LLC*PRISA III") 20% 5% 4,62% 4,954
VRS Self Storage LLC*VRS") 20% 5% 4,59C 4,74C
WCOT Self Storage LLC*WCOT”) 20% 5% 4,82¢ 5,052
Storage Portfolio |, LLC*SP ") 40% 25% 19,89¢ 20,34¢
Storage Portfolio Bravo II"SPB II") 45% 20% 15,57(C 15,75:
Other minority owned properties 10-50% 10-50% 12,05: 11,04:
$ 89,69t $ 90,89¢

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

The components of equity in earnings of real estatdures consist of the following:
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Three months endec Nine months endec
September 30, 200 September 30, 200! September 30, 200 September 30, 200!

Equity in earnings of ESW $ 337 $ 310 $ 1,01 $ 867
Equity in earningsof ESNP 39 a7 113 98
Equity in earnings of PRIS. 138 122 394 122
Equity in earnings of PRISA 110 95 334 95
Equity in earnings of PRISA | 35 29 88 29
Equity in earnings of VR: 43 35 119 35
Equity in earnings of WCO' 40 29 114 29
Equity in earnings of SP 291 241 740 241
Equity in earnings of SPB 210 221 599 221
Equity in earnings of other minority owned propes 97 226 47 223

$ 1,34C $ 1,355 $ 3,566 $ 1,96C

Equity in earnings of Storage Portfolio |, LLC aBtbrage Portfolio Brovo I, LLC includes the ampation of the Company’s excess
purchase price of approximately $19 million of taesjuity investments over its original basis. Theess basis is amortized over 40 years.

8. OTHER ASSETS

The components of other assets are summarizedi@asgo

September 30, 200 December 31, 200!

Equipment and fixtures $ 10,60¢ $ 9,38¢
Less: accumulated depreciati (6,107) (4,977)
Deferred financing costs, n 10,95¢ 12,151
Prepaid expenses and escrow dep 4,66€ 5,114
Accounts receivable, n 7,247 8,17¢
Investments in Trusi 3,59C 3,59C
Other 243 352

$ 31,20¢ $ 33,79¢

9. NOTES PAYABLE

The components of notes payable are summarizeulaws$:
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September 30, 200! December 31, 200!

Mortgage and construction loans with banks beadriteyest at fixed rates between 4.65% and
7.50%. The loans are collateralized by mortgage®ahestate assets and the assignment ¢
rents. Principal and interest payments are madehtyowith all outstanding principal and
interest due between March 1, 2008 and Septem|2£X16, $ 744,13 $ 652,98(

Mortgage and construction loans with banks bedtoaging interest rates (including loans subj
to interest rate swaps) based on LIBOR. Interéssraased on LIBOR are between LIBOR |
0.66% (5.98% and 5.05% at September 30, 2006 andrbteer 31, 2005, respectively) and
LIBOR plus 2.75% (8.07% and 7.14% at Septembe806 and December 31, 2005,
respectively). The loans are collateralized by geges on real estate assets and the assigr
of rents. Principal and interest payments are nmaaiethly with all outstanding principal and
interest due between October 25, 2006 and Octqt2908. 81,471 94,21

$ 825,604 $ 747,19t

Real estate assets are pledged as collateraldorates payable. The Company is subject to cemtginictive covenants relating to the
outstanding notes payable. The Company was in damgal with all covenants at September 30, 2006.

In October 2004, the Company entered into a reviateeest rate swap agreement (“Swap Agreementlpad $61,770 of 4.30% fixed
interest rate secured notes due in September 20@er this Swap Agreement, the Company will reca@iterest at a fixed rate of 4.30% and
pay interest at a variable rate equal to LIBOR li65%. The Swap Agreement matures at the samethieneotes are due. This Swap
Agreement is a fair value hedge, as defined by SRASL33, and the fair value of the Swap Agreenergcorded as an asset or liability,
with an offsetting adjustment to the carrying vatii¢he related note payable. Monthly variable ries¢ payments are recognized as an
increase or decrease in interest expense.

The estimated fair value of the Swap Agreemenegt&nber 30, 2006 and December 31, 2005 was maflest an other liability of $2,017

and $2,151, respectively. For the three and ninethsoended September 30, 2006, interest expendeebasncreased by $258 and $540,

respectively, as a result of the Swap Agreement.tte three and nine months ended September 88, ig8terest expense was reduced by
and $285, respectively, as a result of the Swapément.

10. NOTES PAYABLE TO TRUSTS

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

During May 2005, ESS Statutory Trust Il (the “Trui}, a newly formed Delaware statutory trust am@holly-owned, unconsolidated
subsidiary of the Operating Partnership, issuedggregate of $41.0 million of preferred securitiésch mature on September 30, 2035. In
addition, the Trust Il issued 1,269 of Trust Il aoom securities to the Operating Partnership faurahase price of $1.3 million. On May 24,
2005, the proceeds from the sale of the prefemeldcammon securities of $42.3 million were loanethie form of a note to the Operating
Partnership (“Note 2"). Note 2 has a fixed rat&@7% through September 30, 2010, and then willdyable at a variable rate equal to the
three-month LIBOR plus 2.40% per annum. The intasasdNote 2, payable quarterly, will be used byThest 1l to pay dividends on the trust
preferred securities. The trust preferred secusriti@y be redeemed by the Trust Il with no prepaympermium after September 30, 2010.

During April 2005, ESS Statutory Trust | (the “Tt)sa newly formed Delaware statutory trust andgtelly-owned,

15




unconsolidated subsidiary of the Operating Partigysssued an aggregate of $35.0 million of tpreferred securities which mature on
September 30, 2035. In addition, the Trust issy@83Lof Trust common securities to the Operatingreaship for a purchase price of

$1.1 million. On April 8, 2005, the proceeds frame tsale of the trust preferred and common secsiatié&36.1 million were loaned in the
form of a note to the Operating Partnership (thet&). The Note has a variable rate equal to theetmonth LIBOR plus 2.25% per annum.
The interest on the Note, payable quarterly, wéllused by the Trust to pay dividends on the triefiepred securities. The trust preferred
securities may be redeemed by the Trust with npgyment premium after September 30, 2010.

The Company follows FASB Interpretation No. 46RpfSolidation of Variable Interest Entities” (“FINSR”), which addresses the
consolidation of variable interest entities (“VIEsUnder FIN 46R, the Trust, Trust Il and Trustdhe VIEs that are not consolidated because
the Company is not the primary beneficiary. A dafitgation has been recorded in the form of nogediscussed above for the proceeds,
which are owed to the Trust, the Trust I, andThest 11l by the Company.

11. LINE OF CREDIT

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

The Credit Facility has an interest rate of 1759%pseints over LIBOR (7.07% and 6.14% at Septen3@e2006 and December 31, 2005,
respectively). The Operating Partnership intendssemthe proceeds of the Credit Facility for gelhewgporate purposes. As of September 30,
2006, the Credit Facility had approximately $81i0iom of capacity based on the assets collaterajizhe Credit Facility. The outstanding
principal balance on the line of credit at Septendfs 2006 and December 2005 was $0. The matuaiiy on the line of credit is

September 2007. The Credit Facility is collateediby mortgages on certain real estate assets.

12. OTHER LIABILITIES

The components of other liabilities are summariagdollows:

September 30, 200! December 31, 200!

Deferred rental income $ 9,17¢ $ 7,322
Accrued interes 4,121 3,413
Accrued taxes and security depo: 5,10€ 1,61¢€
Fair value of interest rate sw 2,017 2,151
SUSA lease obligation liabilit 2,897 3,06¢
Property insurance payat — 2,29¢
Other liabilities 6,632 3,914

$ 29,952 $ 23,78~

As a result of the acquisition of Storage USA, @@npany recorded restructuring liabilities of $468lating to the assumption of a lease for
a facility that will no longer be used in the Compa operations and $2,441 for severance costterkta terminated employees of the prior
business.

The following table sets forth the restructuringivaty during the nine months ended September 8062
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Accrued Accrued

restructuring restructuring
liabilities at liabilities at
December 31, 200! Cash Paid Adjustments September 30, 2001
Facility exit costs $ 3,06 $ (171) $ — 3 2,897
Severance costs 380 (1,495 1,167 52
Total $ 3,44 $ (1,66€) $ 1,167 $ 2,94¢
Allocated to:
Continuing operation $ 3,44 3 (1,66€) $ 1,167 $ 2,94¢
Discontinued operations — — — —
$ 3,448 % (1,66€) $ 1,167 $ 2,94¢

13. RELATED PARTY AND AFFILIATED REAL EST ATE JOINT VENTURE TRANSACTIONS

The Company provides management and developmentegfor certain joint ventures, franchise, tipatty and other related party
properties. Management agreements provide gendoalimanagement fees of 6% of cash collected froopgrties for the management of
operations at the self-storage facilities. The Canypearns development fees of 4%-6% of budgetets oosdevelopmental projects and
acquisition fees of 1% of the gross purchase midée completed costs of development of acquireggrties.

Related party and real estate joint ventures bakaes of September 30, 2006 and December 31, 26@nmmarized as follows:

September 30, 200! December 31, 200!
Receivables
Development fees receivak $ 2,63 $ 2,552
Other receivables from properti 3,393 15,37¢
Receivables from Prudential relating to SUSA adtjois — 4,713
Other receivables from related parties 1,03¢ 1,03¢
$ 7,064 $ 23,68

Other receivables from properties consist of am®dne for expenses paid on behalf of the propetimsthe Company manages and
management fees. Receivables from Prudential mglédi the Storage USA acquisition represent amawetsivable from Prudential for
general and administrative expenses, severancegraidease expenses paid relating to the Stor&geddquisition. The Company believes
that all of these related party receivables arg fidllectible. The Company did not have any pagalib related parties at September 30, 2006
or December 31, 2005.

Management fee revenue for related party andat#ii real estate joint ventures for the three amel months ended September 30, 2006 and
2005 is summarized as follows:

Three months endec Nine months endec
September 30, 200! September 30, 200! September 30, 200! September 30, 200!

ESW Affiliated real estate joint venture $ 103 $ 98 $ 307 $ 289
ESNPS Affiliated real estate joint venture 110 105 316 297
PRISA Affiliated real estate joint venture 1,28¢ 1,098 3,78C 1,098
PRISA I Affiliated real estate joint venture 1,03¢€ 875 3,05€ 875
PRISA 11l Affiliated real estate joint venture 476 394 1,384 394
VRS Affiliated real estate joint venture 285 236 838 236
WCOT Affiliated real estate joint venture 373 313 1,09€ 313
SP I Affiliated real estate joint venture 309 245 910 245
SPB Il Affiliated real estate joint venture 260 220 777 220
ESD Related part 129 45 333 154
Other, franchisees and
third parties Affiliated real estate joint venture 985 934 2,90C 1,21C

$ 5357 $ 4,563 $ 15,697 $ 5,331

Development fee revenue for related party andiatiiti real estate joint ventures for the threerdind months ended
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September 30, 2006 and 2005 is summarized as fallow

Three months endec Nine months endec
September 30, 200 September 30, 200! September 30, 200 September 30, 200!
Everest Affiliated real estate joint venture $ 23 26 $ 113 $ 234
Yancy Affiliated real estate joint venture 14 175 50 321
Other Affiliated real estate joint venture — 25 — 104
ESD Related part 31 141 109 237
$ 47 ' $ 367 $ 272 $ 896

Effective January 1, 2004, the Company enteredaricense agreement with Centershift, a relatety gaftware provider, to secure a
perpetual right for continued use of STORE (the siinagement software used at all sites operatédtebompany) in all aspects of the
Company’s property acquisition, development, retgraent and operational activities. The Company @entershift $185 and $383 for the
three months ended September 30, 2006 and 20@&ctesly, and $549 and $575 for the nine montledrSeptember 30, 2006 and 2005,
respectively, relating to the purchase of softwaard to license agreements.

14. MINORITY INTEREST IN OPERATING PARTNERSHIP

The Company'’s interest in its properties is heldtigh the Operating Partnership. ESS Holding Bssiffeust |, a wholly owned subsidiary
of the Company, is the sole general partner ofxperating Partnership. The Company, through ES8ikigBusiness Trust I, a wholly
owned subsidiary of the Company, is also a limgadner of the Operating Partnership. Betweenategal partner and limited partner
interests, the Company held a 94.40% majority osmprinterest therein as of September 30, 2006 r@maining ownership interests in the
Operating Partnership of 5.60% are held by ceftaimer owners of assets acquired by the Operatantp€rship, which include a director ¢
officers of the Company.

The minority interest in the Operating Partnersieipresents Operating Partnership units that arewoéed by the Company. In conjunction
with the formation of the Company and as a resuubsequent acquisitions, certain persons antdemntiontributing interests in properties to
the Operating Partnership received limited partmpranits in the form of either Operating Partngralmits or Contingent Conversion Units
(“CCUs"). Limited partners who received OperatirgrtAership units in the formation transactions hiéveeright to require the Operating
Partnership to redeem part or all of their OpegaRartnership units for cash based upon the faikebt&alue of an equivalent number of
shares of the Company’s common stock at the tintkeofedemption. Alternatively, the Company mayitsabption, elect to acquire those
Operating Partnership units in exchange for shairés common stock on a one-for-one basis, sultgeanti-dilution adjustments provided in
the Operating Partnership agreement.

During September 2006, the Company issued 182,§#8afing Partnership units valued at $3.1 millimrconjunction with the acquisition of
a property in Rockville, Maryland. During July Z®00,000 Operating Partnership units were reddemexchange for common stock.

During July 2005, the Operating Partnership isslid@0,149 Operating Partnership units valued at@@&illion in conjunction with the
acquisition of Storage USA. During September 200% Idovember 2005, 350,000 and 50,000 Operatingn®attip units were redeemed in
exchange for common stock, respectively.

As of September 30, 2006, the Operating Partnetsip3,808,615 and 200,046 Operating Partnersliip amd CCUs outstanding,
respectively.

Unlike the Operating Partnership units, CCUs doaaoty any voting rights. Upon the achievementarfain performance thresholds relating
to 14 early-stage lease-up properties, all or #goof the CCUs will be automatically convertetoishares of the Compasytommon stocl
Initially, each CCU will be convertible on a ona-fone basis into shares of common stock, subjectistomary anti-dilution adjustments.
Beginning with the quarter ended March 31, 2006, emding with the quarter ending December 31, 20@8Company will calculate the net
operating income from the 14 wholly-owned earlygstéease-up properties over the 12-month periothgrid such quarter. Within 35 days
following the end of each quarter referred to ab@eene or all of the CCUs will be converted so thattotal percentage (not to exceed 1C
of CCUs issued in connection with the formatiom$actions that have been converted to common stitidie equal to the percentage
determined by dividing the net operating incomesfach period in excess of $5.1 million by $4.6 ioill If any CCU remains unconverted
through the calculation made in respect of the bvimperiod ending December 31, 2008, such outstgr@lCUs will be cancelled and
restored to the status of authorized but unisshacks of common stock. As of September 30, 20@8ettvere no CCUs converted to
common stock as the 14 early-stage lease-up prepérad not achieved the performance thresholds.
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While any CCUs remain outstanding, a majority & @ompany’s independent directors must review apdove the net operating income
calculation for each measurement period and alsst approve any sales of any of the 14 wholly-oweady-stage lease-up properties.

15. STOCKHOLDERS’ EQUITY

The Company’s charter provides that it can issus#00,000,000 shares of common stock, $0.01 alaeper share, 4,100,000 Contingent
Conversion Shares (“CCS"), $.01 par value per staré 50,000,000 shares of preferred stock, $0a@iadue per share. On September 25,
2006 the Company closed a public common stockioffesf 12,075,000 shares at an offering price af.8Q per share, for aggregate gross
proceeds of $205,275. Transaction costs were $40r83ulting in net proceeds of $194,901. As oftSmaper 30, 2006, 64,151,274 shares of
common stock were issued and outstanding, 3,88&B&&Ss were issued and outstanding and no sbhapesferred stock were issued and
outstanding. All stockholders of the Company’s camnstock are entitled to receive dividends andi® wote on all matters submitted to a
vote of stockholders.

Unlike the Company’s shares of common stock, CGSsal carry any voting rights. Upon the achievenwdrdertain performance thresholds
relating to 14 early-stage lease-up propertiesyradl portion of the CCSs will be automatically eerted into shares of the Company’s
common stock. Initially, each CCS will be convelgibn a one-for-one basis into shares of commarkstubject to customary anti-dilution
adjustments. Beginning with the quarter ended M&;2006, and ending with the quarter ending Déeer1, 2008, the Company will
calculate the net operating income from the 14 Wholvned early-stage lease-up properties over famtnth period ending in such quarter.
Within 35 days following the end of each quartdened to above, some or all of the CCSs will bevasted so that the total percentage (not
to exceed 100%) of CCSs issued in connection Wighfarmation transactions that have been convéostedmmon stock will be equal to the
percentage determined by dividing the net operatingme for such period in excess of $5.1 by $4f@ny CCS remains unconverted
through the calculation made in respect of the bvimperiod ending December 31, 2008, such outstgr@CSs will be cancelled and
restored to the status of authorized but unisshates of common stock. As of September 30, 20@8etivere no CCSs converted to comt
stock as the 14 early-stage lease-up propertieadtaachieved the performance thresholds.

While any CCSs remain outstanding, a majority ef @ompany’'s independent directors must review @ptcve the net operating income
calculation for each measurement period and alsst approve any sales of any of the 14 wholly-oweady-stage lease-up properties.

16. SEGMENT INFORMATION

The Company operates in two distinct segmentgpidperty management and development and (2) rep&htions. Financial information
for the Company’s business segments is set fotdwbe

September 30 December 31
2006 2005

Balance Sheet
Investment in real estate ventu

Rental operation $ 89,69t $ 90,89¢
Total asset

Property management and developn 270,51: 179,77(

Property operations 1,398,02: 1,240,42:

$ 1,668,53t $ 1,420,19:
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Three months endec Nine months endec
September 30 September 30 September 30 September 30
2006 2005 2006 2005

Statement of Operations
Total revenue
Property management and developn 6,506 $ 6,101 19,212 $ 7,51¢
Rental operations 44,682 36,24t 125,87 82,28¢
$ 51,18¢ $ 42,34¢ $ 145,08¢ $ 89,80¢

©
&

Operating expenses, including depreciation and tration
Property management and developn $ 9,02C $ 10,241 $ 28,95¢ $ 16,934
Rental operations 25,641 22,77¢ 73,581 52,514
$ 34,661 $ 33,014 $ 102,54( $ 69,44¢

Income (loss) before interest, minority interestd aquity in earnings of
real estate venture

Property management and developm $ (2,514 $ (4,240 $ 9,747 $ (9,415
Rental operations 19,041 13,472 52,29¢ 29,772
$ 16,5271 $ 9,332 $ 42,54¢ $ 20,357
Interest expens
Property management and developm $ (297) $ (451) $ (683) $ (590
Rental operations (13,139 (14,137) (37,51%) (27,730
$ (183429 $ (1458) $ (38,199 $ (28,320
Interest incom
Property management and development $ 175 $ 789 $ 805 $ 865
Minortiy interest— Operating Partnersh
Property management and development $ (306) $ 253 §$ (585 $ 419
Equity in earnings of real estate ventu
Rental operations $ 1,34C $ 1,35t $ 3,66€ $ 1,96C
Net income (loss
Property management and developn $ (2,942) $ (3,54¢9) $ (10,217 $ (8,721)
Rental operations 7,24¢ 690 18,34¢ 4,002

$ 4307 $ (2,859 $ 8137 $ (4,719

Depreciation and amortization expenst
Property management and developn $ 225 % 128 608 249
Rental operations 9,02¢ 9,407 26,97¢ 21,22¢
$ 9,25 $ 9,53t $ 27,58¢ $ 21,47¢

0524
“

Statement of Cash Flow:
Acquisition of real estate ass:

Property management and development $ (127,820 $ (74,439
Acquisition of SUSA

Property management and development $ — $ (528,700
Development and construction of real estate a

Property management and development $ (26,30)) $ (3,737)

17. COMMITMENTS AND CONTINGENCIES

The Company has guaranteed two construction laangiiconsolidated partnerships that own developmeperties in Baltimore, Maryland
and Chicago, lllinois. These properties are ownggbimt ventures in which the Company has 10% gguiterests. These guarantees were
entered into in November 2004 and July 2005, ragpy. At September 30, 2006, the total amoungudranteed mortgage debt relating to
these joint ventures was $12,885. These mortgages Imature December 1, 2007 and July 28, 2008 c#seely. If the joint ventures default
on the loans, the Company may be forced to repajotins. Repossessing and/or selling the selfgetdiacilities and land that collateralize

the loans could provide funds sufficient to reindgmithe Company. The estimated fair market valubetncumbered assets at September 30
2006 was $17,290. The Company has recorded nditlyabirelation to this guarantee as of Septen8#:r2006. The fair value of the
guarantee is not material. To date, the joint vegstlnave not defaulted on their mortgage debt.Qdrapany believes the risk of having to
perform on the guarantee is remote.

The Company has been involved in routine litigatoising in the ordinary course of business. ASeptember 30, 2006, the Company



not involved in any material litigation nor, to kaowledge, was any material litigation threateagdinst it, or its properties.
18. SUBSEQUENT EVENTS

On November 2, 2006, the Company purchased onstseifge facility located in Neptune, New Jersewfia third party for approximately
$13,200.

On October 16, 2006, the Company renewed its ptyppesurance and will now self-insure 60% of thstfi$25 million in claims.
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19. ACCOUNTING AND DISCLOSURE CHANGES

In June 2006, the Financial Accounting Standardsr8¢‘FASB”) issued FASB Interpretation No. 4&ccounting for Uncertainty in Incon
Taxes” (“FIN 48"). FIN 48 clarifies the accountifigr uncertainty in income taxes recognized in ajgany’s financial statements in
accordance with SFAS No. 109, “Accounting for Ineoraxes” FIN 48 prescribes a recognition threshold and asomegnent attribute for tl
financial statement recognition and measuremeattak position taken or expected to be taken axaedturn. FIN 48 also provides guidance
on the related de-recognition, classification, ies¢ and penalties, accounting for interim perialisclosure and transition of uncertain tax
positions. FIN 48 is effective for fiscal years bedng after December 15, 2006, with the cumulaséffect of the change in accounting
principle recorded as an adjustment to openingmetibearnings. We are evaluating the impact ofribis pronouncement on our consolidated
financial statements.
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Extra Space Storage, Inc.
Management’s Discussion and Analysis
Amounts in thousands, except property and per shardata

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

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

Statements,” “Notes to Consolidated Financial Stagmts”and“Management’s Discussion and Analysis of Finan€aindition and Results
of Operations”contained in our Form 10-K for the year ended Ddwem31, 2005. The Company makes statements ise¢lstion that are
forward-looking statements within the meaning @& faderal securities laws. For a complete discussidorward-looking statements, see the
section in this Form 10-Q entitled “Statement omward-Looking Information.” Amounts are in thousan@xcept per share data and unless
otherwise stated).

CRITICAL ACCOUNTING POLICIES

Our discussion and analysis of our financial caoditaind results of operations are based on ourditeliCondensed Consolidated Financial
Statements contained elsewhere in this report,iwiéwe been prepared in accordance with U.S. génacaepted accounting principles
(“GAAP"). Our notes to the Audited Consolidated &mtial Statements contained in our Form 10-K ferybar ended December 31, 2005
describe the significant accounting policies esaétd our unaudited Condensed Consolidated FirdStatements. Preparation of our
financial statements requires estimates, judgmamdsassumptions. We believe that the estimategnjedts and assumptions which we have
used are appropriate and correct based on infawmatiailable at the time that they were made. Themates, judgments and assumptions
can affect our reported assets and liabilitiesfabendate of the financial statements, as wethaseported revenue and expense during the
period presented. If there are material differerims/een these estimates, judgments and assumptidrectual facts, our financial
statements may be affected.

In many cases, the accounting treatment of a jpatitransaction is specifically dictated by GAARJadoes not require our judgment in its
application. There are areas in which our judgniestlecting among available alternatives wouldpgroduce a materially different result,
there are some areas in which our judgment in e¢eamong available alternatives would producessemally different result. See the notes
to the unaudited Condensed Consolidated Finantagi®@ents that contain additional information relgag our accounting policies and other
disclosures.

OVERVIEW

We are a fully integrated, self-administered artiranaged real estate investment trust formedftiicue the business commenced in 1977
by our predecessor company to own, operate, maaagaire, develop and redevelop professionally medaelf-storage properties. We
derive a majority of our revenues from rents reedifrom tenants under existing leases at eachraaifistorage properties. Additional
revenue is derived from management and francheeffem our joint venture and managed properties . opérate in competitive markets
where consumers have multiple self-storage praggeftom which to choose. Competition has and wilitmiue to impact our results. We
experience minor seasonal fluctuations in occupéensis, with occupancy levels higher in the summenths due to increased rental
activity.

Our operating results depend materially on ouiitgitiib lease available self-storage space and emltility of our tenants to make required
rental payments. We believe we are able to respaiukly and effectively to changes in local, regiband national economic conditions by
centrally adjusting rental rates through the coratiam of our revenue management team and our indlestding technology systems.

We continue to evaluate a range of growth initiediand opportunities. These include:

. Maximize the performance of properties throughtsige, efficient and proactive managemafie plan to pursue revenue
generating and expense minimizing opportunitiesunoperations. Our revenue management team vell semaximize revenue by
responding to changing market conditions throughtechnology system'’s ability to provide real-tint@eractive rental rate and
discount management. Our scale allows greatetyatilan the majority of our competitors to implernaational, regional and local
marketing programs, which we believe will attracrsncustomers to our stores at a lower net cost.

. Focus on the acquisition of self-storage propertiesn strategic partners and third partigSur acquisitions team will continue to
pursue the acquisition of single properties andtirpubperty portfolios that we believe can proviteckholder value. Our July 2005
acquisition of Storage USA has bolstered our refmrtas a reliable, ethical buyer, which we beliembdances our ability to negotii
and close non-brokered, private deals. In additom,status as an umbrella partnership real estadstment trust enables flexibility
when structuring deals.
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. Develop new self-storage propertied/e have several joint venture and wholly-ownedettspment properties and will continue to
develop new self-storage properties in our corekatar Our development pipeline for the remainde2@ff6 and through 2008
includes 25 projects. The majority of the projegiis be developed on a wholly-owned basis by thenpany. The construction of
many of these properties has already begun.

. Expand the Company’s management busin®¥$s see the management business as a future genario and acquisition pipeline
and expect to pursue strategic relationships withess that should strengthen our acquisition pigethrough agreements which
give the Company first right of refusal to purchéts® managed property in the event of a poterdial Swelve of the Company’s
2006 acquisitions have come from this acquisitioarmel.

PROPERTIES

To strategically expand our business, on July 0852the Company, through our subsidiary Extra 8@&torage LLC (“ESS LLC") and our
operating partnership, Extra Space Storage LP‘Qiperating Partnership”), closed the acquisitidre(fTransaction”) of various entities that
collectively comprise the Storage USA self-storhgsiness pursuant to the Purchase and Sale Agréetaged May 5, 2005, between ESS
LLC, the Operating Partnership, Security Capitdf Storage Incorporated, a Delaware corporation32RSelf Storage LLC, a Delaware
limited liability company, PRISA |l Self Storage O, a Delaware limited liability company, PRISA 8Eklf Storage LLC, a Delaware limited
liability company, VRS Self Storage LLC, a Delawémaited liability company, WCOT Self Storage LL& Delaware limited liability
company, and the Prudential Insurance Company daérfoa, a New Jersey corporation (together witlafféiates, “Prudential”).

In connection with the Transaction, we acquiredwblly-owned self storage properties, acquired &erUSA Partnership L.P.’s (“Storage
USA") equity interest in joint ventures that colieely owned 77 properties and assumed the manageri®0 franchises and third party
owned properties. In addition, 259 self-storagepprties were acquired in the Transaction by fiyeasate limited liability companies owned
by five subsidiaries of the Company and Prudenfiaé limited liability company agreements govera tlghts and responsibilities of each
such limited liability company. The Company alsguiced $37.7 of notes receivable due from fraredss

As of September 30, 2006, we owned or had owneigtapests in 561 properties located in 32 stapelsVdashington, D.C. Of these
properties, 213 are wholly owned and 348 are hejdint ventures with third parties. The propertiwened and operated before the Storage
USA acquisition are operated under the registesathESpace Storage brand name. We are currentligimanting a re-branding program
which will convert all of the Storage USA storeshtie Extra Space Storage brand. The majority sfgghbgram is scheduled to be finished by
December 31, 2006. As of September 30, 2006, weedwn had an ownership interest in approximatel§ 4quare feet of rentable space
configured in approximately 380,000 individual sstibrage units. As of September 30, 2006, greaser 100,000 tenants were leasing sto
units at our 213 wholly-owned properties, primadly a month-to-month basis, providing the flexthilio increase rental rates over time as
market conditions permit. Although leases are stesrh in duration, the typical tenant tends to renaé our properties for an extended period
of time. For properties that were stabilized aSeptember 30, 2006, the median length of stay wasoaimately 11 months.

Nearly 70% of the total number of our properties @ustered around the larger population centefglahta, Baltimore, Boston, Chicago, L
Vegas, Los Angeles, Miami, New York City, Orlandhiladelphia, Phoenix, St. Petersburg/Tampa, Sandisco and Washington, D.C.
These markets contain above-average populatioinandhe demographics and high barriers to entrynéw self-storage properties. The
clustering of assets around these population cepteables us to reduce our operating costs threcgomies of scale. The Storage USA
acquisition has given us increased scale in marg markets as well as a solid presence in manyetsavihere we had no previous scale.

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

We consider a property to be stabilized once itdwmseved either an 80% average occupancy ratenear or has been open for three
years.
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The following table sets forth additional inforn@tiregarding the occupancy of our stabilized prideon a state-by-state basis as of
September 30, 2006 and 2005. The information &epfember 30, 2005 is on a pro forma basis as thalithe properties owned at
September 30, 2006 were under the Company'’s coerof September 30, 2005.

Stabilized Property Data Based on Location

Company Pro forma Company Pro forma Company Pro forma

Number of Number of Net Rentable Net Rentable Square Foot Square Foot

Units as of Units as of Square Feet as Square Feet as Occupancy % Occupancy %

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

Location Properties 2006 (1) 2005 2006 (2) 2005 2006 2005
Wholly-Owned Properties
Arizona 3 1,68¢ 1,675 223,95¢ 218,24( 94.1% 97.9%
California 30 19,63¢ 19,592 2,136,88¢ 2,128,88: 89.3% 88.1%
Colorado 5 2,394 2,41C 293,591 302,181 91.0% 85.2%
Florida 24 16,143 15,921 1,728,77¢ 1,716,82¢ 90.1% 92.3%
Georgia 9 5,00C 4,42¢ 649,69¢ 586,02( 88.6% 88.3%
lllinois 3 2,13¢ 2,134 196,081 196,252 86.4% 81.6%
Kansas 1 502 502 49,94( 50,32t 92.3% 78.6%
Kentucky 3 1,58C 1,56¢ 194,62¢ 194,46¢ 90.0% 89.4%
Louisiana 2 1,411 1,411 147,69( 147,90( 94.8% 87.7%
Maryland 6 5,441 6,418 577,507 677,98¢ 84.2% 81.4%
Massachusett 22 12,06¢ 12,05€ 1,316,78t 1,305,05° 84.4% 83.4%
Michigan 2 1,043 1,03¢ 135,312 134,912 83.5% 76.2%
Missouri 3 1,34¢ 1,33¢ 169,347 167,327 85.4% 79.4%
Nevada 1 462 385 56,50C 41,10C 84.0% 92.7%
New Hampshire 2 1,00€ 1,01E 125,60¢ 117,26¢ 83.4% 82.6%
New Jerse! 19 15,462 15,46¢ 1,502,45° 1,498,26( 87.6% 85.8%
New York 6 6,054 5,982 388,06¢ 391,58( 82.7% 82.0%
Ohio 4 2,052 2,07¢ 276,70z 289,02( 88.2% 75.5%
Oregon 1 767 762 103,61( 103,49( 91.9% 89.9%
Pennsylvanit 8 6,13E 6,05& 637,231 627,95z 85.0% 80.2%
Rhode Islanc 1 728 720 75,241 75,83¢€ 86.1% 89.2%
South Carolin¢ 4 2,068 2,091 245,73¢ 247,56¢ 93.4% 91.4%
Tennesse 5 3,14€ 3,127 409,30z 407,37z 90.0% 88.0%
Texas 16 10,257 9,763 1,095,58¢ 1,061,85¢ 87.8% 86.0%
Utah 3 1,52¢ 1,522 210,14( 209,80( 94.7% 90.4%
Virginia 2 1,21¢ 1,22C 125,45¢ 126,09 90.0% 86.0%
Washington 3 2,03C 2,02C 244,59t 242,72t 96.1% 88.4%
Total Wholly-Owned Stabilized 188 123,30¢ 122,69¢ 13,316,43. 13,266,291 88.2% 86.4%
Properties Held in Joint-Ventures
Alabama 4 2,331 2,31€ 282,07¢ 281,83( 84.0% 83.7%
Arizona 12 7,461 7,41€ 805,981 808,04¢ 93.5% 92.1%
California 72 51,87C 52,152 5,317,43( 5,337,01¢ 88.6% 88.8%
Colorado 3 1,91C 1,90C 216,01: 215,88: 85.5% 85.2%
Connecticu 9 6,507 6,527 750,70¢ 755,13¢ 79.3% 73.4%
Delaware 1 589 589 71,65t 71,65t 88.6% 86.4%
Florida 24 20,33¢ 20,387 2,079,22¢ 2,047,19¢ 87.2% 86.6%
Georgia 3 1,91€ 1,91F 251,53( 251,77z 83.6% 81.2%
lllinois 5 3,34t 3,322 361,387 363,56 76.2% 71.7%
Indiana 9 3,73E 3,732 468,57: 470,41¢ 91.4% 87.1%
Kansas 3 1,214 1,21C 163,90( 164,55( 90.8% 76.4%
Kentucky 4 2,27¢ 2,247 268,47¢ 266,867 87.5% 81.5%
Maryland 14 10,92C 10,944 1,076,70: 1,078,17¢ 84.9% 83.2%
Massachusetl 17 9,24¢ 9,29¢ 1,050,61 1,048,61: 82.7% 79.2%
Michigan 10 5,954 5,953 785,12 786,34 78.9% 77.7%
Missouri 5 2,767 2,74¢ 324,29( 323,76¢ 83.5% 81.2%
Nevada 7 4,644 4,627 622,01¢ 622,81: 89.4% 91.2%
New Hampshire 3 1,324 1,332 138,004 139,32¢ 88.9% 88.4%
New Jerse! 18 13,142 13,12¢ 1,385,80 1,308,05! 88.5% 86.7%
New Mexico 9 4,734 4,48C 530,41« 519,881 86.3% 88.6%
New York 21 23,51¢ 23,601 1,741,72¢ 1,739,69¢ 85.0% 80.7%
Ohio 12 5,577 5,57¢ 826,66: 826,561 85.7% 77.9%
Oregon 2 1,28¢ 1,27€ 137,14( 136,40( 94.8% 95.9%
Pennsylvanit 10 6,82F 6,80% 732,95( 727,29¢ 84.5% 81.7%
Rhode Islanc 1 611 611 73,90% 74,00% 67.9% 61.7%
Tennesse 23 12,18¢ 12,191 1,589,38: 1,588,08¢ 87.0% 83.5%
Texas 20 13,24¢ 13,22¢ 1,669,07: 1,663,16¢ 79.5% 77.7%
Utah 1 522 519 59,40C 59,40( 89.1% 85.6%
Virginia 15 10,38C 10,36¢€ 1,106,64¢ 1,111,18¢ 83.7% 83.5%
Washingtor 1 551 552 62,73C 62,83( 90.0% 92.1%
Washington, D.C. 1 1,53€ 1,53€ 101,99( 105,592 87.8% 81.7%
Total Stabilized Joint-Ventures 339 232,47¢ 232,48¢ 25,051,52! 24,955,13! 85.9% 84.0%
Total Stabilized 527 355,78: 355,18¢ 38,367,96( 38,221,43! 86.7% 84.8%




(1) Represents unit count as of September 30, 2006h may differ from September 30, 2005 unit toue to unit conversions or
expansions.

(2) Represents net rentable square feet as of @éete30, 2006, which may differ from Septembe2805 net rentable square feet due to
unit conversions or expansions.
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The following table sets forth additional inforn@tiregarding the occupancy of our lease-up praggedn a state-by-state basis as of
September 30, 2006 and 2005. The information &epfember 30, 2005 is on a pro forma basis as thalithe properties owned at
September 30, 2006 were under our control as aegder 30, 2005.

Lease-up Property Data Based on Location

Company Pro forma Company Pro forma Company Pro forma

Number of Number of Net Rentable Net Rentable Square Foot Square Foot

Units as of Units as of Square Feet as Square Feet as Occupancy % Occupancy %

Number of September 30 September 30 of September 30 of September 30 September 30 September 30

Location Properties 2006 (1) 2005 2006 (2) 2005 2006 2005
Wholly-Owned Properties
Arizona 1 599 — 67,37¢% — 52.4% 0.0%
California 4 2,72S 2,204 346,58¢ 228,55¢ 64.5% 58.8%
Colorado 1 367 367 60,491 59,844 73.0% 32.6%
Connecticu 2 1,357 1,364 122,99( 123,46% 78.4% 64.8%
Florida 2 1,033 1,017 129,97( 127,39( 82.8% 77.7%
lllinois 2 1,13E 1,14C 144,58( 144,89( 80.5% 72.7%
Massachusett 5 3,68E 3,33¢ 340,72: 321,53t 67.2% 67.3%
Nevada 1 776 796 74,155 75,38t 93.2% 82.6%
New Jerse 3 2,444 2,542 223,45t 225,66: 84.9% 78.1%
New York 1 904 912 67,46C 69,16¢ 83.3% 70.0%
Pennsylvani: 1 425 423 47,41C 47,68( 61.5% 51.8%
Virginia 1 727 726 75,45C 75,55C 85.0% 68.1%
Washington 1 528 539 61,25(C 61,25(C 86.2% 42.7%
Total Wholly-Owned Lease-up 25 16,70¢ 15,36¢ 1,761,89- 1,560,37¢ 74.5% 66.9%
Properties Held in Joint-Ventures
lllinois 2 1,64C 687 148,81: 74,39: 50.3% 59.8%
Maryland 1 957 — 73,64¢ — 21.4% 0.0%
New Jerse! 3 2,551 2,17¢ 265,67¢ 239,21( 81.6% 72.6%
New York 1 620 620 64,55¢ 64,40¢% 85.0% 59.8%
Pennsylvanit 1 767 780 76,77% 76,97¢ 82.0% 53.7%
Virginia 1 878 878 84,38¢ 85,02¢ 66.3% 44.6%
Total Lease-up Joint Ventures 9 7,413 5,144 713,84¢ 540,01 67.4% 62.2%
Total Lease-up Properties 34 24,122 20,512 2,475,74. 2,100,39:. 72.5% 65.7%

(1) Represents unit count as of September 30, 2006h may differ from September 30, 2005 unit toue to unit conversions or
expansions.

(2) Represents net rentable square feet as of Beie30, 2006, which may differ from SeptembePB05 net rentable square feet due to
unit conversions or expansions.

Our property portfolio is a made up of differenhstruction types and unit configurations dependinghe site and the municipality where it
is located. Our sites are most often “hybrid” faieb, or a mix of both drive-up buildings and nisfilbor buildings. We have several multi-
floor buildings with elevator access only, and anber of facilities featuring ground-floor accessyon

Our properties are generally situated in accessifgéle locations clustered within large popuatbases. In addition, we have a handful of
locations outside the top Metropolitan Statistibegas that were developed or acquired based oménket, familiarity with the properties, or
as part of a larger portfolio.

In addition to the 213 wholly-owned properties dimel 348 properties in which we have an ownershigrést, we also managed 77 properties
for third parties and franchisees as of SeptemBe2@06. We receive a management fee equal to @ppaitely 6% of cash collected at the
property to manage these sites.

RESULTS OF OPERATIONS

Comparison of the three and nine months ended Septder 30, 2006 and 2005

Overview

Results for the three and nine months ended SepteBth 2006 include the operations of 561 propef®4.3 of which were consolidated and
348 of which were in joint ventures accounted fsing the equity method) compared to the resultgiferthree and nine months ended
September 30, 2005, which included the operati®a€6 properties (191 of which were consolidated 385 of which were in joint ventures
accounted for using the equity method).

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

Three months endec Nine months endec
September 30 September 30
2006 2005 $ Change % Change 2006 2005 $ Change % Change
Property rental $ 4468z $ 36,248 $ 8,437 23.3% $ 125,877 $ 82,28t $ 43,591 53.0%
Management and franchise
fees 5,357 4,562 794 17.4% 15,697 5,331 10,36¢ 194.4%
Tenant insuranc 716 863 (247) (17.0%) 2,60¢& 863 1,74¢ 202.2%
Development fee 47 367 (320) (87.2%) 272 896 (624) (69.6%)
Other income 386 308 78 25.3% 635 429 206 48.0%
Total revenues $ 51,18¢ $ 4234¢ $ 8,84z 20.9% $ 145,08¢ $ 89,80t $ 55,28/ 61.6%

Property Rental — The increase in property rental revenue for theetland nine months ended September 30, 2006 062,761 and
$29,852, respectively, associated with the acdoisitf 61 wholly-owned properties in conjunctiorntvthe Storage USA acquisition in July
2005, $3,528 and $7,793, respectively, associattdother acquisitions, $1,623 and $4,511, respelsti from rate increases at stabilized
properties, and $525 and $1,435, respectively, frareases in occupancy at lease-up properties.

Management and Franchise Fees-Our taxable REIT subsidiary, Extra Space Managenteat, manages properties owned by our joint
ventures, franchises and third parties. Manageffieestgenerally represent 6.0% of cash collected fsooperties owned by third parties and
unconsolidated joint ventures. The increase in mameent fees is primarily due to new fees associaitttthe Storage USA acquisition.
Through this acquisition we obtained equity intésés joint ventures which own a total of 336 praf@s. We obtained management contracts
for these new joint venture properties, and aldaiobd over 50 new third party and franchise mamesge contracts in conjunction with the
Storage USA acquisition.

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

Expenses

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

Three months endec Nine months endec
September 30 September 30
2006 2005 $ Change % Change 2006 2005 $ Change % Change
Property operations $ 16,61 $ 13,366 $ 3,247 24.3% $ 46,60: $ 31,28 $ 15,31¢ 49.0%
Tenant insuranc 284 513 (229) (44.6%) 1,50€ 513 993 193.€%
Unrecovered
development/acquisitior
costs (87) 9 (96) (1,066.7%) 255 284 (29) (10.2%)
General and administrati 8,59¢ 9,591 (993) (10.4%) 26,59( 15,88¢ 10,70z 67.4%
Depreciation and
amortization 9,253 9,53E (282) (3.0%) 27,58¢ 21,47¢ 6,10€& 28.4%
Total expenses $ 34661 $ 33,014 $ 1,647 5.0% $ 102,54( $ 69,44¢ $ 33,097 47.7%

Property Operations— The increase in property operations expense fothifee and nine months ended September 30, 2006nmvaarily
due to increases of $1,094 and $10,711, respegtiassociated with the Storage USA acquisitiord®d,and $3,087, respectively, associated
with other acquisitions, and $684 and $1,520, retsgaly, primarily from stabilized and lease-uprieases in utilities and property taxes.

Tenant Insurance—Tenant insurance expense relates to a new terguraimce program adopted in 2005. This program weated in
conjunction with the Storage USA acquisition tolagp Storage USA's tenant insurance program.

Unrecovered Development/Acquisition Costs—During the three months ended September 30, 2@&bmpany reversed the write-off of
$250 of development costs associated with a prppeBaltimore, Maryland. The costs associated whik property had previously been
written off during March 2006 because at the tilme piroject was not likely to be approved by thg ciunsel. Subsequent to March 2006 the
project was approved by the city counsel and the@amy purchased the land.

General and Administrative —The decrease in general and administrative expdunseg the three months ended September 30, 2686 w
due to the Company not incurring the one time ftmmscosts to integrate SUSA in 2006 that weraimed in 2005. The increase in general
and administrative expenses during the nine manked September 30, 2006 was due mainly to theased costs associated with the
management of the additional properties that haemtadded through acquisitions and new joint verdarangements entered into during
2005. Included in general and administrative expdasthe three and nine months ended Septemb@088, is compensation expense of
$361 and $1,377, respective
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related to stock grants and stock options upontémiopf SFAS 123R.

Depreciation and Amortization— The increase in depreciation and amortization espeesults from more properties being open dutieg t
three and nine months ended September 30, 2006uw@nopen during the quarter ended September08®, @ue mainly to acquisitions of
new properties.

Other Revenues and Expenses

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

Three months endec Nine months endec
September 30 September 30
2006 2005 $ Change % Change 2006 2005 $ Change % Change
Interest expens $ (13,429 $ (1458t $ 1,15¢ (7.9%)%$ (38,19¢) $ (28,320 $ (9,87¢) 34.9%
Interest incom 175 789 (614) (77.8%) 805 865 (60) (6.9%)
Minority interest -
Operating Partnersh (306) 253 (559) (220.%) (585) 419 (1,004) (239.€%)
Equity in earnings of real
estate venture 1,34C 1,35 (15) (1.1%) 3,56€ 1,96( 1,60€ 81.8%
Total other income
(expense $ (12,220 $ (12,19)) $ (29) 0.1% $ (34,412) $ (25,07¢) $ (9,336) 37.2%

Interest Expense—The decrease in interest expense in the three menitied September 30, 2006 was due to the repawdfiet $100

bridge loan that was outstanding in 2005. The msedan interest expense for the nine months endpte@iber 30, 2006 consists of $9,564
associated with the acquisition of the 61 whollyped SUSA properties, $934 associated with the attouui of additional acquisition
properties in 2005 and 2006, $932 associated waittolwings on the line of credit and other corpotaterowings, offset by a $1,552 decrease
in interest related to repayments of mortgage debt.

Interest Income— The decrease in interest income for the three ar@lmonths ended September 30, 2006 when compa®eptember 30,
2005 was primarily the result of the decreasing amhoutstanding of notes receivable that we acduireonnection with the Storage USA
acquisition. The balance on these loans has bedmpan from approximately $38.0 at September28@5 to approximately $2 at
September 30, 2006.

Minority Interest—Operating Partnership— Income/loss allocated to the Operating Partnensdppesents 6.63% and 6.71% and 8.13%
8.15% of the net income/loss before minority insefer the three and nine months ended Septemh&08® and 2005, respectively.

Equity in Earnings of Real Estate Ventures—The increase in equity in earnings of real estatdwres for the nine months ended
September 30, 2006 is due primarily to our purclidsew equity interests in joint ventures. As suleof the Storage USA acquisition we
own joint venture interests in an additional 33&/meoperties.

FUNDS FROM OPERATIONS

Funds from operations (“FFQO”) provides relevant ameaningful information about our operating perfance that is necessary, along with
net loss and cash flows, for an understanding obperating results. We believe FFO is a meanindjgdlosure as a supplement to net
earnings because net earnings assume that thes vdlteal estate assets diminish predictably awes &is reflected through depreciation and
amortization expenses. We believe that the valtiesab estate assets fluctuate due to market dondiend FFO more accurately reflects the
value of our real estate assets. FFO is definatidNational Association of Real Estate Investnignsts, Inc. (‘NAREIT”) as net income
(loss) computed in accordance with accounting wlas generally accepted in the United States (“®RAexcluding gains or losses on s&
of operating properties, plus depreciation and éimadion and after adjustments to record unconatdid partnerships and joint ventures on
the same basis. We believe that to further undedstar performance, FFO should be considered aldtigthe reported net income (loss)
cash flows in accordance with GAAP, as presentetidrconsolidated financial statements.

The computation of FFO may not be comparable to FFg@rted by other REITs or real estate compahigsdo not define the term in
accordance with the current NAREIT definition oatlnterpret the current NAREIT definition diffetdn FFO does not represent cash
generated from operating activities determinedcitonedance with GAAP, and should not be consideseahaalternative to net income (loss)
as an indication of our performance, as an alter&b net cash flow from operating activities am@asure of our liquidity, or as an indicator
of our ability to make cash distributions. The doling table sets forth the calculation of FFO (dddlare in thousands, except for share data):
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Three months endec Nine months endec
September 30 September 30 September 30 September 30

2006 2005 2006 2005
Net income (loss) $ 4,307 $ (2,859 $ 8,137 $ (4,719
Plus:

Real estate depreciati 6,94E 6,28€ 20,06¢ 13,952

Amortization of intangible: 1,944 3,19¢ 6,44¢ 7,23¢

Joint venture real estate deprecial 1,144 890 3,60C 1,08¢

Income allocated to operating partnership mindritgrest 306 — 585 —
Less:

Loss allocated to Operating Partnership minoritgriest — (253) — (419)
Funds from operations $ 14,64¢ $ 7,26 $ 38,83¢ $ 17,137
Weighted average number of she- basic

Common stock (excluding restricted shau 52,501,86: 37,465,70! 51,929,33I 33,544,08!

OP units 3,737,57¢ 3,905,22! 3,796,38: 3,121,77!

Total 56,239,44. 41,370,92! 55,725,72! 36,665,86:
Weighted average number of shz- diluted

Common stocl 53,335,25! 37,465,70! 52,453,78I 33,544,08!

OP units 3,737,57¢ 3,905,22! 3,796,38: 3,121,77!

Total 57,072,83! 41,370,92! 56,250,16. 36,665,86:

SAME-STORE STABILIZED PROPERTY RESULTS

We consider our same-store stabilized portfoliodnsist of only those properties which were whalyred at the beginning and at the end of
the applicable periods presented that have achigtedsilization as of the first day of such peridtie following table sets forth operating data
for our same-store portfolio. We consider the fallng samestore presentation to be meaningful in regardeed 03 properties shown belc
These results provide information relating to propéevel operating changes without the effectaafuisitions or completed developments.

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

2006 2005 Change 2006 2005 Change
Same-store rental revenues $21,607 $20,17: 7.1% $62,51¢ $58,54i 6.8%
Same-store operating expens 7,40€ 6,862 7.9% 21,771 20,562 5.9%
Same-store net operating incon 14,201 13,31C 6.7% 40,74: 37,98¢ 7.3%
Non sam-store rental revenut 23,07¢ 16,07: 43.6% 63,365 23,73¢ 166.%
Non sam-store operating expens 9,207 6,504 41.6% 24,83: 10,72¢ 131.€%
Total rental revenue 44,682 36,24~ 23.3% 125,87% 82,28¢ 53.C%
Total operating expens 16,61z 13,36¢ 24.3% 46,60 31,28¢ 49.0%
Same-store square foot occupancy as of quarter 88.4% 86.3% 88.4% 86.3%
Properties included in sar-store 103 103 103 103

The increase in same-store rental revenues fdhtke and nine months ended September 30, 2006weat® increased rental rates and
increased occupancy. The increase in same-storatoygeexpenses was primarily due to an increagedperty taxes and utilities.

COMMON CONTINGENT SHARES AND COMMON CONTINGENT UNIT PROPERTY PERFORMANCE

As described in the notes to our unaudited Conde@smsolidated Financial Statements, upon the aehient of certain levels of net
operating income with respect to 14 of our predfitaddl properties, our contingent conversion sh@t€€S”) and our Operating Partnershsp’
contingent conversion units (“CCU") will convertadditional shares of common stock and Opera&exgnership units, respectively. As of
September 30, 2006, there have been no conversio@8%/CCUs as these properties have not achiewerktiuisite level of net operating
income. The table below outlines the performancdefproperties for the three and nine months eSdgdember 30, 2006 and 2005:
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Three Months Ended September 3C Percent Nine Months Ended September 3C Percent

2006 2005 Change 2006 2005 Change

CCS/CCU rental revenue: $ 2,77¢ % 2,22k 24.8% $ 7,74z % 6,05C 28.C%
CCS/CCU operating

expense: 1,54C 1,48¢ 3.4% 4,19¢ 4,10¢ 2.1%
CCS/CCU net operating

income 1,23€ 736 67.9% 3,547 1,941 82.7%
Non CCS/CCU rente

revenues 41,90¢ 34,02C 23.2% 118,13¢ 76,23¢ 55.0%
Non CCS/CCU operatin

expense: 15,07< 11,877 26.9% 42,40¢ 27,17¢ 56.0%
Total rental revenue 44,68 36,24¢ 23.3% 125,871 82,28¢ 53.C%
Total operating expens: 16,61< 13,36¢€ 24.3% 46,60: 31,28t 49.0%
CCS/CCU square foot

occupancy as of quarte

end 75.3% 70.3% 75.3% 70.3%
Properties included in

Ccs/ccu 14 14 14 14

The increase in CCS/CCU rental revenues was pilyrduie to increased rental rates and increasedpaory. The increase in CCS/CCU
operating expenses was primarily due to an increageoperty taxes and repairs and maintenance.

CASH FLOWS

Cash flows provided by (used in) operating actrgtivere $60,716 and ($12,663), respectively, ®nihe months ended September 30, 2006
and 2005. The increase in cash provided by operatitivities was due to the addition of new prapgsrthrough the Storage USA acquisition
and other acquisitions. The Company has receiagthpnts in 2006 on advances to affiliated propefte funds that were advanced in

2005. There have also been lower cash fundingnergents relating to our lease-up properties asaaecy has increased.

Cash used in investing activities was ($158,146)) ($618,076), respectively, for the nine monthseeh8eptember 30, 2006 and 2005. The
decrease is primarily the result of the SUSA adtjaisin 2005 offset by increased acquisition aege&lopment in 2006.

Cash provided by financing activities was $220,468 $613,503 for the nine months ended Septemh&08® and 2005, respectively. The
2006 financing activities consisted primarily ofdétbnal net borrowings of $63,014 offset by $3%,41aid in dividends. During 2006, the
Company issued 12.1 million shares of its commouokstor net proceeds of $194,901. The 2005 finameictivities consisted primarily of
additional net borrowings of $557,739 offset by 828 paid in dividends. During 2005, the Compamsyésl 6.2 million shares of its comm
stock for net proceeds of $81.3 million.

OPERATIONAL SUMMARY

For the three and nine months ended Septembei0B6, &e continued our same-store, year-on-yeareptppevenue growth with revenue
increases of 7.1% and 6.7%, respectively, comp@arétk same periods in 2005. Occupancy at ourlgedbiproperties increased on a year-
on-year basis, reaching 86.7% as of September0®8®& @ompared to 84.8% as of September 30, 2005.

Property revenue growth was evident in the majarftymarkets in which we operate. The increaseap@rty revenue is the result of gains in
occupancy and increases in rental rates to bothamemexisting customers. Discounting continuedetdigher on a year on year basis.

Property expenses increased primarily as a regiritteases in property taxes and utilities. Propex increases are the result of re-
assessments on properties that we have acquireotla@dannual tax re-assessments. Utility increase seen in most regions of the
country, and in particular, the northeast.

OUTLOOK

The continued increases in sastere revenue is positive, though there can bessorance that increases will continue. We expeohéinuer
positive operating climate for self-storage opeamgtparticularly for those with well-located, viband efficiently managed self-storage
properties. We are continually seeking to driveeraexe growth by actively managing both pricing armhpotional strategies through our
revenue management team and utilizing the yieldagement features of our technology system. In-htrag@ing and operational initiatives
and marketing promotions continue to be implememteith also provide support for increased reveritbestore level.
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We anticipate continued competition from all operstboth public and private, in all of the markietsvhich we operate. We expect
competitors in the industry to continue aggrespiamotional campaigns that may inhibit our abititycontrol discounts at certain properties
in certain markets, especially at our propertieth@lease-up phase.

REVENUE OUTLOOK

We believe that positive demand for self storagéagntinue and that our pricing and discount stgéds position us well to increase revenues
for the remainder of 2006 as compared to 2005 rémsie revenues are lower than forecasted as a oésolver penetration rates. Marketing
programs and operational initiatives are currebding implemented that should have a positive effadnsurance penetration rates in the
future.

Our revenue management strategy is to achieve aination of the highest sustainable levels of lmbupancy and rental rates to increase
overall revenues. We will continue to selectivelycdunt certain markets, sites and units basedconpancy, availability, and competitive
parameters that are controlled by the revenue nesmneit team through our technology solutions. Taidounts have been higher than in
previous periods and higher than budgeted lev@iscounting strategies are being modified over toyeonducting various discounting tests
across the Comparg/portfolio. We believe that the knowledge gleafreth these tests will be useful in building a didicied, systematic ar
proactive approach that will have a continued pasigffect on the maximization of revenue at ouilfiges.

With our enhanced size and scale, promotional dppilies such as radio and television advertisiagdme more cost effective. A recent test
of television advertising in selected markets i ¢astern U.S. proved successful and the Compamyrisntly formulating an ongoing
television advertising strategy. We will continieeseek to more efficiently utilize our marketingpenditures by testing new approaches that
drive traffic to the store level at the lowest pbkscost and highest effectiveness. We believetthditional self-storage marketing
approaches such as yellow pages and newspapetiserremnts are high cost and low return communinatiols and we are redistributing
dollars to marketing channels, such as the intethat we believe will provide a higher return dbwer cost.

EXPENSE OUTLOOK

Property taxes and utilities were the main comptsehour increased operating expenses in the timdenine months ended September 30,
2006 compared to the same period in the prior y@artain of our properties will continue to recepreperty tax re-assessment and our utility
expenses will likely continue to exceed prior yeaimvever, we believe that the overall propertyemges for the remainder of the year wil
in-line with budgeted levels. In addition, the aisifion of Storage USA provides us with additiobalying power for yellow pages and other
advertising that we believe could lead to expeffsgiencies in the future.

Included in our general and administrative expefisethe three and nine months ended Septembe2(B® is $361 and $1,377, respectively,
of compensation expense relating to stock optioasstiock grants upon adoption of SFAS 123R. Wenedé that we will continue to
recognize expenses relating to options and gramtsate similar to the amount incurred duringriivee months ended September 30, 2006.

We believe that we currently have the personngplace required to operate and grow our existingnass. We do not foresee significant
increases to our general and administrative exgand@ture periods unless we experience signifigaowth or other unforeseen events that
necessitate the need to increase our current le¥staffing.

LIQUIDITY AND CAPITAL RESOURCES

As of September 30, 2006, we had $151,686 availaltash and cash equivalents. We will be requivedistribute at least 90% of our net
taxable income, excluding net capital gains, tostackholders on an annual basis to maintain oalifipation as a REIT. We intend to use
this cash to purchase additional self-storage ptigseand fund other working capital needs durtmgfourth quarter of 2006. Therefore, it is
unlikely that we will have any substantial cashelnaks that could be used to meet our liquidity sekdtead, these needs must be met from
cash generated from operations and external soaf cegital.

During September 2004, we, as guarantor, and oardlipg Partnership entered into a $100 millioroteing line of credit (“Credit
Facility”), which includes a $10 million swinglireub facility. The Credit Facility is collateralizéy self-storage properties. The Operating
Partnership intends to use the proceeds of theitGradility for general corporate purposes and &itjons. As of September 30, 2006, the
Credit Facility had approximately $81 million ofalable borrowings based on the assets collatanglthe Credit Facility. As of September
30, 2006, we had $0 outstanding under the Creditifya

On October 4, 2004, we entered into a reversedsteate swap with U.S. Bank National Associatretgting to our existing
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$61,770 fixed rate mortgage with Wachovia Bank,cltis due in 2009. Pursuant to the swap agreemeniill receive fixed interest
payments of 4.30% and pay variable interest paysiessed on the one-month LIBOR plus 0.66% on a@natiamount of $61,770. There
were no origination fees or other up front costaimed by us in connection with the swap agreement.

As of September 30, 2006, we had approximately $9d#bllion of debt, resulting in a debt to totapdalization ratio of 38.9%. As of
September 30, 2006, the ratio of total fixed ratbtcind other instruments to total debt was 91'A6.weighted average interest rate of the
total of fixed and variable rate debt at Septen3er2006 was 5.5%.

Real estate assets are pledged as collateral fatetn. We are subject to certain restrictive @vants relating to our outstanding debt. We
were in compliance with all convenants at Septer36e2006.

We expect to fund our short-term liquidity requikemis, including operating expenses, recurring abpikpenditures, dividends to
stockholders, distributions to holders of Operafagtnership units and interest on our outstanlidgbtedness out of our operating cash
flow, cash on hand and borrowings under our Crealdlity.
Long-Term Liquidity Needs
Our long-term liquidity needs consist primarilydi$tributions to stockholders, new facility deveaiognt, property acquisitions, principal
payments under our borrowings and non-recurringa@agxpenditures. We do not expect that our ofregatash flow will be sufficient to
fund our long term liquidity needs and instead expe fund such needs out of additional borrowijgisit ventures with third parties, and
from the proceeds of public and private offeringequity and debt. We may also use Operating Pt units as currency to fund
acquisitions from self-storage owners who desixedgferral in their exiting transactions.
FINANCING STRATEGY
We will continue to employ leverage in our capglicture in amounts determined from time to timebr board of directors. Although our
board of directors has not adopted a policy whiclit$ the total amount of indebtedness that we meyr, we will consider a number of
factors in evaluating our level of indebtednessiftome to time, as well as the amount of such iteldtess that will be either fixed or varia
rate. In making financing decisions, our boardioéators will consider factors including but natlied to:

. the interest rate of the proposed financing;

. the extent to which the financing impactsithdity in managing our properties;

. prepayment penalties and restrictions omagiting;

. the purchase price of properties acquired débt financing;

. long-term objectives with respect to the ficiag;

. target investment returns;

. the ability of particular properties, and tbempany as a whole, to generate cash flow suffi¢cicover expected debt service
payments;

overall level of consolidated indebtedness;

. timing of debt and lease maturities;

. provisions that require recourse and crodlatepalization;

. corporate credit ratios including debt sesvioverage, debt to total capitalization and delbinidepreciated assets; and
. the overall ratio of fixed- and variable-raiebt.

Our indebtedness may be recourse, non-recoursess-collateralized. If the indebtedness is nomuese, the collateral will be limited to the
particular properties to which the indebtednesatesl In addition, we may invest in properties aabjo existing loans collateralized by
mortgages or similar liens on our properties, oy meinance properties acquired on a
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leveraged basis. We may use the proceeds fromamngvlings to refinance existing indebtedness, tmaace investments, including the
redevelopment of existing properties, for generadking capital or to purchase additional inter@sfgsartnerships or joint ventures or for ot
purposes when we believe it is advisable.

OFF-BALANCE SHEET ARRANGEMENTS

Except as disclosed in the notes to our unaudit@ti€énsed Consolidated Financial Statements, wetcunrently have any relationships
with unconsolidated entities or financial partngoshsuch as entities often referred to as stradtfinance or special purposes entities, which
typically are established for the purpose of féaling off-balance sheet arrangements or otheractually narrow or limited purposes.
Further, except as disclosed in the notes to caudited Condensed Consolidated Financial Statem&athave not guaranteed any
obligations of unconsolidated entities nor do weehany commitments or intent to provide fundinguty such entities. Accordingly, we are
not materially exposed to any financing, liquidityarket or credit risk that could arise if we hagi@ged in these relationships.

CONTRACTUAL OBLIGATIONS

The following table summarizes our contractual gétions as of September 30, 2006:

Payments due by Period

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

Operating leases $ 42,15¢ $ 4,494 $ 8,60 $ 7,98 $ 21,07z
Notes payable, notes payable to trusts and lirceeafit

Interest 273,33¢ 51,432 97,181 53,68¢ 71,037

Principal 945,19« 9,48¢ 298,71t 301,49 335,49
Total contractual obligations $ 1,260,69: $ 65,41¢ $ 40450 $ 363,16¢ $ 427,60/
SEASONALITY

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

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

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

Interest Rate Risk

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

As of September 30, 2006, we had $945.2 milliototal debt of which $81.5 million was subject taiahle interest rates (including the
$61.8 million on which we have the reverse interast swap). If LIBOR were to increase or decrdps&00 basis points, the increase or
decrease in interest expense on the variable edtevebuld increase or decrease future earningsastd flows by approximately $0.8 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 change in ove@dinomic activity that could occur. Further, ie #vent of a change of that magnitude, we
may take actions to further mitigate our exposarthée change. However, due to the uncertainty @sgecific actions that would be taken
their possible effects, these analyses assumear@ek in our financial structure.

The fair value of fixed rate notes payable and :ip&yable to trusts at September 30, 2006 was $838ion. The carrying value of these
fixed rate notes payable at September 30, 20065863.7 million.
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ITEM 4. CONTROLS AND PROCEDURES
0] Disclosure Controls and Procedures

We maintain disclosure controls and proceduresisnii@ that information required to be disclosethereports we file pursuant to the
Securities Exchange Act of 1934, as amended, acgded, processed, summarized and reported whikitirne periods specified in the rules
and forms of the Securities and Exchange Commissaiat that such information is accumulated and camaeated to our management,
including our Chief Executive Officer and Chief Birtial Officer, as appropriate, to allow timely démns regarding required disclosure
based on the definition of “disclosure controls gnacedures” in Rule 13a-15(e) of the Exchange ctlesigning and evaluating the
disclosure controls and procedures, managemengmexxd that any controls and procedures, no magierwell designed and operated, can
only provide a reasonable assurance of achieviagléisired control objectives, and in reaching aaeable level of assurance, management
necessarily was required to apply its judgmentvalating the cost-benefit relationship of possifetrols and procedures.

We have formed a disclosure committee that is resipte for considering the materiality of informatiand 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, inclgdine Chief Executive Officer and the
Chief Financial Officer, of the effectiveness oé tilesign and operation of our disclosure contnatsprocedures as of the end of the period
covered by this report. Based upon that evaluatan Chief Executive Officer and Chief Financialfioér concluded that our disclosure
controls and procedures were effective as of tlaeogithe period covered by this report.

(i) Changes in internal control over fiancial reporting

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

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are involved in various litigation and proceegditin the ordinary course of business. We are patrty to any material litigation or legal
proceedings, or to the best of our knowledge, hngatened litigation or legal proceedings, whichthie opinion of management individually,
or in the aggregate, will have a material advefsceon our financial condition or results of opgons.

ITEM 1A. RISK FACTORS

There have been no material changes in our rigkrfafrom those disclosed in our 2005 Annual ReporForm 10-K.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On September 1, 2006, the Company acquired onsteege facility located in Rockville, Marylanafn a franchisee for cash of $13,094,
assumed net assets of $116 and 182,828 OperatitieeRhip units valued at $3,130. The units weseéd in a private placement in reliance
on Section 4(2) of the Securities Act of 1933, m&laded, and the rules and regulations promulght@tnder. Subject to certain lock-up
periods and adjustments, the units are generadljangeable into common stock of the Company oreaf@rone basis or an equivalent
amount of cash, at the option of the Company.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS

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

32.1 Certifications of the Chief Executive Officer anti€f Financial Officer pursuant to 18 U.S.C. Seetid50, as adopted pursuant to
Section 906 of the Sarbal-Oxley Act of 2002
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SIGNATURES

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

EXTRA SPACE STORAGE INC
Registrant

Date: November 9, 2006 /s/ Kenneth M. Woolle
Kenneth M. Woolley
Chairman and Chief Executive Offic
(Principal Executive Officer

Date: November 9, 2006 /s/ Kent W. Christense
Kent W. Christense

Executive Vice President and Chief Financial Offi
(Principal Financial Officer)
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Exhibit 31.1

CERTIFICATION

I, Kenneth M. Woolley, certify that:

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

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

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

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

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

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

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

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

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

(@) all significant deficiencies and material weaknsssghe design or operation of internal contradofinancial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; and

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

Date: November 9, 2006 By: /s/ Kenneth M. Wooller

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




Exhibit 31.2

CERTIFICATION

I, Kent W. Christensen, certify that:

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

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

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

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

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

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

(c) evaluated the effectiveness of the registedisclosure controls and procedures and presentbis report our conclusior
about the effectiveness of the disclosure conintsprocedures, as of the end of the period coumyeldis quarterly report
based on such evaluation; and

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

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

(@) all significant deficiencies and material weaknsssghe design or operation of internal contradofinancial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; and

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

Date: November 9, 2006 By: /s/ Kent W. Christense

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




Exhibit 32.1

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

The undersigned, the Chief Executive Officer ofrBx@pace Storage Inc. (the “Company”), herebyfgestio his knowledge on the date
hereof, pursuant to 18 U.S.C. 1350(a), as adopieslipnt to Section 906 of the Sarbanes-Oxley A20OP, that the Quarterly Report on
Form 10-Q for the quarter ended September 30, 20@6'Form 10-Q”), filed concurrently herewith byt Company, fully complies with the
requirements of Section 13(a) or 15(d) of the SdesrExchange Act of 1934, as amended, and tleainflormation contained in the Form 10-
Q fairly presents, in all material respects, timaficial condition and results of operations ofGloenpany.

By: /s/ Kenneth M. Woolle'

Name: Kenneth M. Woolle

Title: Chairman and Chief Executive Offic
November 9, 200

The undersigned, the Chief Financial Officer ofl@$pace Storage Inc. (the “Company”), herebyfeestto his knowledge on the date
hereof, pursuant to 18 U.S.C. 1350(a), as adopieslipnt to Section 906 of the Sarbanes-Oxley A20OP, that the Quarterly Report on
Form 10-Q for the quarter ended September 30, 20@6'Form 10-Q”), filed concurrently herewith byt Company, fully complies with the
requirements of Section 13(a) or 15(d) of the SdesrExchange Act of 1934, as amended, and tleainflormation contained in the Form 10-
Q fairly presents, in all material respects, tiaficial condition and results of operations ofGloenpany.

By: /s/ Kent W. Christense
Name: Kent W. Christense

Title: Executive Vice President and Chief Finan€dficer
November 9, 200




