LY}

DRIVING GROWTH

EXTRA SPACE

STORAGE

EST. 1977




SELECTED FINANCIAL DATA

COMPANY PREDECESSOR

YEAR ENDED DECEMBER 31, 2004 2003 2002 2001 2000 1999
REVENUES:
Property rental $ 62,656 $ 33,054 $ 28,811 $ 19374 % 5603 $ 280
Fees and other income 3315 3,207 3575 3,624 4,166 3,383

Total Revenues 65,971 36,261 32,386 22,999 9,769 3,663
EXPENSES:
Property operations 26,066 14,858 11,640 8,152 2,347 351
Unrecovered development/acquisition costs

and support payments 739 4,937 1,938 2,227 3,854 214
General and administrative 12,465 8,297 5916 6,751 7,698 7,532
Depreciation and amortization 15,552 6,805 5,652 3,105 1,147 81

Total Expenses 54,822 34,897 25,146 20,234 15,046 8,178
Income (loss) before interest expense, loss on

debt extinguishments, minority interests, equity

in earnings of real estate ventures and gain on

sale of real estate assets 11,149 1,364 7,240 2,765 (5,277) (4,515)
Interest expense (28,491) (18,746) (13,894) (11,477) (4,763) (410)
Loss on debt extinguishments (3,523) - - - - -
Minority interests (733) (2,701) (3,859) (995) = =
Equity in earnings of real estate ventures 1,387 1,465 971 105 171 233
Loss before gain on sale of real estate assets (20,211) (18,618) (9,542) (9,601) (9,869) (4,692)
Gain on sale of real estate assets 1,749 672 - 4,677 - -
Net loss $ (18,462) $ (17,946) $ (9,542) % (4,924) % (9,869) $(4,692)
Preferred return on Class B, C, and E units (5,758) (5,336) (4,525) - - -
Loss on early redemption of Fidelity minority interest (1,478) = = = = =
Net loss attributable to common shareholders $ (25,698) $ (23,282) $ (14,067) $ (4,924) % (9,869) $ (4,692)
PER COMMON SHARE:
Distribution (1) $ 033838 $ - 3 -
Net loss - Basic (2) $ (1.68) $ (5.62) $ (3.84)
Net loss - Diluted (2) $ (168 $ (5.62) $ (3.84)
Weighted average common shares - Basic $ 15,282,725 4,141,959 3,665,743
Weighted average common shares - Diluted $ 15,282,725 4,141,959 3,665,743
BALANCE SHEET DATA:
Total assets $ 748484 % 383,751 $ 332290 $ 270,266 % 153,341 % 52,153
Total lines of credit and notes payable 472,977 273,808 231,025 178,552 118,515 19,257
Minority interest 21,453 22,390 22,265 28,558 - -
Redeemable units and members’ and

shareholders’ equity $ 243,607 % 21,701 $ 27,5616  $ 35465 $ 25602 $ 29,956
OTHER DATA:
Net cash provided by (used in) operating activities $ (6,158) $ (8,526) $ 1613 $ (4,460) $ 6,794) $ (30,282)
Net cash used in investing activities $ (261,298 $ (59,206) $ (69,249) $ (11,383) $ (98,387) $ (847)
Net provided by financing activities $ 280,039 $ 73,017 % 66,863 $ 21,441 $ 101,352 % 35,791

(1) Based on annual dividend of $0.91 per common share.

(2) The basic and diluted loss per share does not include the potential effects of the contingent conversion shares and contingent conversion units, both
distributed in connection with the initial public offering, as such securitites would not have participated in earnings for any of the periods presented.
These securities will not participate in distributions until they are converted, which cannot occur prior to March 31, 2006.



TO OUR SHAREHOLDERS

2004 was a milestone year for Extra Space Storage. The team that has built Extra Space Storage over recent
years took it through the challenging IPO process and now the many financial relationships under the predecessor
company have been combined to form Extra Space Storage Inc. traded on the New York Stock Exchange under
the symbol EXR.

The year has also been one of growth. Our portfolio of wholly owned and joint-venture owned properties grew
from 96 to 140 over the course of the year. In fact, since recapitalizing in 1998, Extra Space Storage has
grown from 12 facilities to our current number today. We expect this growth to continue in 2005 and beyond.

Operating Results

Our 2004 year-end portfolio of 140 facilities has not been in place long enough to give you a full twelve month
performance review. However, we are generally pleased with the way they are performing. The group of 31
wholly-owned, same-stores that has been in place for a full year has seen revenues grow 3.4% and net operating
income grow by 3.7%. Our internal measurement of same-stores has seen similar growth in both categories.
The 29 properties that are considered in the lease-up phase have seen occupancy levels rise from 57.1% to
69.7% over the course of the year.

Our balance sheet is strong and we foresee our dividend payment to remain the same through 2005. We
believe that we have a good mix of fixed and variable rate debt, and feel that our financing structure positions
us well. Though we are more highly leveraged than some of our peers, we believe our debt structure enables
us to grow at a rapid pace.

During 2004 our markets were neither kind nor unkind to us overall. While some markets like California and
Florida were strong, others like Massachusetts and Pennsylvania lagged.

Our growth strategy can only work if great execution capability is part of it, and it is our plan to do all we can
in 2005 to execute flawlessly by delivering world class professionalism, convenience and security. Our plan
comes in three parts. The first part is the people throughout the Extra Space Storage organization. Providing
them with the training and the resources to exceed customer expectations will be vital in 2005. Second, our
properties must lead the industry in quality and convenience. Our customers must feel their possessions are
in safe hands and their visits to our facilities must be a good experience. Finally, our processes must support
our people and properties so that investor value can be delivered, tracked and improved.

Outlook

| am confident we can make 2005 another year of growth. We plan to acquire more properties this year, in
fact as | write this letter, we have increased our portfolio to 147 properties by buying seven properties located
in California, Florida, Georgia and New Jersey. Our acquisition pipeline is strong, and although there is always
competition for good properties, there are plenty of acquisition opportunities. Ours is a fragmented industry with
the top five operators owning less than 10% of all properties in the market. In addition, we plan to develop
more properties within our joint venture format. Our development pipeline is strong, with numerous
properties currently under negotiation for purchase.

We also plan to grow revenue and net operating income. This does not necessarily mean higher occupancy
levels, but higher rental revenues delivered with the greatest operating efficiency levels possible. We expect
the economic climate in 2005 to be similar to that in 2004. Because we mainly operate highly visible locations
in high-density, high-income population centers, we expect to be able to maintain a healthy pricing stance while
retaining or growing occupancy, especially at those properties in the lease-up stage. In such an environment
most internal growth will come from the execution of our strategy. Once again the central responsibility will
fall on the people of Extra Space Storage. | thank them all for making 2004 such a good year and look forward
to working with them to make 2005 an even greater success.

WM%

Kenneth M. Woolley, Chairman of the Board, Chief Executive Officer, Extra Space Storage Inc.



OUR PEOPLE

We believe Extra Space Storage’s success is grounded in our ability and willingness to provide a
convenient, secure and professional self-storage solution that reduces stress in our customers’ lives.
Our research shows that the self-storage business is driven by changes in peoples’ lives.

These changes can be positive, such as a family upsizing into a new home, or a child graduating
from high school and going away to college. The change can also be negative, such as a divorce or
a close relative passing away. Either way, the need for self storage is generated by a potentially stressful
moment in peoples’ lives.

Stress relief starts with the people of Extra Space Storage providing a professional, hassle-free storage
solution. Our people are hired based on their alignment with Extra Space Storage’s core values of
honesty, integrity, treating people fairly and making Extra Space Storage a great place to work.

We provide our people with training programs designed to help them understand issues that are critical to
our customers and give them the flexibility to exceed our customers’ expectations. Our employees are
the names and faces of Extra Space Storage, and we think we have the best people in the industry.
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OUR PROPERTIES

Extra Space Storage properties speak for themselves. Our facilities are built with convenience and
security as the primary focus. Customer-defined benefits such as wide drive aisles and hallways,
interior and exterior lighting and attractive retail offices are also incorporated to enhance the storage
experience. As you can see by the pictures in this annual report, we are driven by quality.

The vast majority of our properties have been strategically developed or acquired in population
dense, economically-active communities in the largest markets in the country. More than 70% of our
facilities are located in the greater metropolitan markets of Atlanta, Boston, Chicago, Los Angeles,
Miami, New York, Philadelphia and San Francisco. Being positioned in these markets gives Extra
Space Storage a solid, well-diversified platform of properties from which to grow and minimizes the
impact of regionalized economic downturns.

We are constantly seeking opportunities for strategic portfolio growth in both existing and potential
markets. Over the years, we have built or acquired nearly 200 properties in 20 states and cultivated
a unique ability to find pockets of self-storage demand in even the most saturated markets. In addition,
because of our willingness to work with the local municipalities in the communities we serve, we're
better able to develop in markets with high barriers to entry.



OUR PROCESSES

Extra Space Storage is an innovator in the management of self-storage properties. The reason for this
innovation is the fact that many of our people have come to Extra Space Storage from varied industries
such as high-technology or financial services. This blending with our existing knowledge of self storage
has led us to think of self storage in different ways, and challenge existing theories and processes.

A great example of this is our development and implementation of Centershift STORE, the leading
self-storage management software in the industry. The STORE system provides real-time collection
and analysis of data through a web-driven, centralized database built on state-of-the-art platforms.
We believe STORE, combined with the abilities of our internal IT department, enables us to be more
proactive and efficient in all facets of our business—from site-level operations to development and
acquisitions.

The advantage of access to real-time data is used in all departments of the organization. Through
STORE, our operations department is able to manage dynamic pricing and promotions at the account
level, utilizing as many automatic functions as possible to maximize our revenue on a minute-by-minute
basis. In our development department, we are able to design facilities that will attain occupancy
faster. In our marketing department, we are able to target customers and measure lifetime customer
value. In our training department, we can track the progress of our site employees down to the keystroke.
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EXTRA SPACE STORAGE OF MARSHFIELD, MA

Extra Space Storage of Marshfield is located in the South Shore area 25 miles south of downtown
Boston. The facility attained 90% occupancy in just over ten months—a new record at the time for
Extra Space Storage east coast properties. The facility, which serves a trade area of approximately
50,000 people, opened in the summer of 2001 and leased quickly due to its excellent location,
curb appeal and targeted marketing programs. The facility contains 461 units and 49,525 square
feet of rentable space.

EXTRA SPACE STORAGE OF WALNUT, CA (Joint venture owned property)

Extra Space Storage of Walnut features a unique design and premier location which has driven
lease-up since its opening in the fall of 2002. The facility serves the city of Walnut, a suburban
community of just over 100,000 people located 20 miles east of downtown Los Angeles. The site
is located between Interstate 10, the Pomona Freeway and the Orange Freeway and benefits
from good drive-by awareness. Extra Space Storage of Walnut consists of 688 mostly ground-
level units and 73,800 square feet of rentable space.



EXTRA SPACE STORAGE OF SIMI VALLEY, CA (Joint venture owned property)

Extra Space Storage of Simi Valley, located in one of Los Angeles’ northern suburbs, is beautifully
situated at the entrance to an affluent neighborhood. Due to the location and zoning of the site,
several compromises had to be reached with city planners and inspectors to ensure completion
of the project. From start to finish, this project took nearly four years to complete. The facility
has tremendous curb appeal due to extensive landscaping and attractive building design and also
features the latest in self-storage security. The facility contains 687 units and 78,127 net-rentable
square feet.

EXTRA SPACE STORAGE OF WETHERSFIELD, CT

Extra Space Storage of Wethersfield is located directly off of Route 15 in Hartford County on a
highly-visible site. The site’s unique design was key to its approval by city planners. Originally,
Wethersfield city planners had great concern about a self-storage facility being located on a visible
gateway into the city, mostly due to a negative perception of self storage. After numerous building
renderings and planning meetings, a design was accepted by the planning board that satisfied
the city’s desires and Extra Space Storage’s requirements. Completed in August 2002, the facility
contains 739 units and 62,215 net-rentable square feet.



EXTRA SPACE STORAGE OF HOLLYWOOD, CA (Joint venture owned property)

Extra Space Storage of Hollywood is located in one of the most densely populated areas of Southern
California. The population within a five-mile radius is over one million and the traffic count on
Santa Monica Boulevard is more than 40,000 cars per day. This property opened in 1999 and
leased to 90% occupancy within 12 months of opening due to its location, strong management
team and targeted marketing. The Hollywood facility contains 507 units and 50,650 net-rentable
square feet.

EXTRA SPACE STORAGE OF MOUNT VERNON, NY

Extra Space Storage of Mount Vernon is one of the more unique facilities in the Extra Space Storage
portfolio. The two-acre site was once the home of an A&P Supermarket and was built in two
phases. The first phase was completed in late 2002, and the second phase was completed
April 2004. The design of the building played a critical role in the approval of the project and
features attractive split-faced block and stucco which gives the facility great visibility. Extra
Space Storage of Mount Vernon serves a community of 150,000 residents and contains 912
units and 69,190 square feet of rentable space.



EXTRA SPACE STORAGE OF VENICE, CA

Extra Space Storage of Venice is one of the most successful Extra Space Storage projects to
date. The facility leased to 90% occupancy in just under seven months. The property is situated
on an ideal site on Venice Boulevard, next to a major intersection with a daily traffic count of over
40,000 cars. The facility also benefits from high housing rents and a population of over 400,000
within a five-mile radius. Extra Space Storage of Venice is a two-story, art deco structure containing
553 units and 56,425 net-rentable square feet.

EXTRA SPACE STORAGE OF HOBOKEN, NJ

Extra Space Storage of Hoboken, located one mile south of the Lincoln Tunnel across from
Manhattan, serves one of the densest urban areas in the United States. The site benefits from
Hoboken being one of the fastest growing, vibrant urban areas in the country. Finished in the
summer of 2002, the property features outstanding visibility from traffic due to its four-story
construction, raised panels and well-positioned signage. Extra Space Storage of Hoboken contains
813 units and 56,873 net-rentable square feet.



EXTRA SPACE STORAGE OF NORTH BERGEN, NJ

Extra Space Storage of North Bergen is situated on River Road directly across the Hudson River
from Manhattan. The facility opened in summer 2003, and has leased up well due to its visibility,
location and drive-by traffic. Extra Space Storage of North Bergen is a four-story, combination of
stucco, glass and steel. One of the interesting features of North Bergen is a rooftop garden, which
was required by the city to gain approval for the project. The facility contains 1,015 all-internal
units and 70,345 square feet of rentable space.

EXTRA SPACE STORAGE OF PALMDALE, CA

Extra Space Storage of Palmdale set the standard for fastest lease-up in the history of Extra Space
Storage. The facility, which opened in spring 2004, leased to 90% occupancy in six months,
surpassing the record of Venice, California. The facility, which houses 603 ground level accessible
units and RV spaces, is perfectly situated on Sierra Highway, one of the main traffic paths into
Palmdale. Palmdale is considered one of the fastest growing communities in California and
is home to over 125,000 residents.



EXTRA SPACE STORAGE OF SOUTH HOLLAND, IL

Extra Space Storage of South Holland was the first Chicago-area property developed by Extra Space
Storage since restructuring in 1998 and has performed above-budget since opening in fall 2002.
The office design is very modern, using corrugated metal, block and glass to create excellent
curb appeal and visibility. The site is located in the community of South Holland, located twenty
miles south of downtown Chicago. Extra Space Storage of South Holland contains 549 ground-level
units and 68,615 net-rentable square feet.

EXTRA SPACE STORAGE OF SAN RAMON, CA (Joint venture owned property)

Extra Space Storage of San Ramon is an acquisition property that has performed well since its
purchase in 2003. Located in the suburban Bay Area town of San Ramon, the facility serves a
market of approximately 112,000 within a five-mile radius of the facility. The facility is located
on a residential street at the entrance to an affluent area, and has excellent curb appeal and
visibility due to its attractive design and three-story structure. Extra Space Storage of San
Ramon facility contains 724 ground floor and elevator-accessed units with 77,495 square feet
of rentable space.



EXTRA SPACE STORAGE OF STUDIO CITY, CA (Joint venture owned property)

Extra Space Storage of Studio City is one of the highest occupied sites in the Extra Space Storage
portfolio. Since opening in 2000, this uniquely designed stucco, multi-story structure has been
one of Extra Space Storage’s best performers and has been 100% full at times. The facility is
located on busy Ventura Boulevard and serves a trade area of 172,000 people within a three-mile
radius. The 377 unit facility was approved by city planners only after several rounds of design
and site plan submissions due to the challenging topography of the site.
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EXTRA SPACE STORAGE OF NEWBURY PARK, CA (Joint venture owned property)

Completed in 1999, Extra Space Storage of Newbury Park is one of Extra Space Storage’s most
consistent-performing sites with occupancy consistently in the 90%-range. The site is what Extra
Space Storage considers a hybrid, with 402 traditional drive-up accessed units and elevator
accessed units in a multi-story structure. Located 40 miles from downtown Los Angeles, the
Newbury Park facility serves a suburban trade area of nearly 110,000 people and is visible from the
101 Freeway.




EXTRA SPACE STORAGE OF FORT LAUDERDALE, FL

Extra Space Storage of Fort Lauderdale is one of the sites acquired from Storage Spot as part
of Extra Space Storage’s IPO formation transactions. This high-quality, highly-occupied site is a
great addition to Extra Space Storage’s other Fort Lauderdale/Palm Beach facilities. Located on
NW 31st Avenue, with traffic counts of nearly 37,000 vehicles a day, the facility has excellent
drive-by visibility due to its attractive design and multi-story construction. Extra Space Storage
of Fort Lauderdale contains 527 units and 58,250 net rentable square feet.

EXTRA SPACE STORAGE OF CHARLESTON, SC

Another of the sites acquired as part of Extra Space Storage’s IPO transactions, Extra Space Storage
of Charleston is an extremely well-built, attractive site with occupancies consistently in the 90%-
range. The site contains 464 units and nearly 50,000 square feet of rentable space. Because of
the site’s four-story design, it is visible from Glenn McConnell Parkway, a major road in the
Charleston area. Extra Space Storage of Charleston serves a trade area of nearly 80,000 people.



EXTRA SPACE STORAGE PROPERTY GEOGRAPHY AS OF DECEMBER 31, 2004
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Explanatory Note

Note that the financial statements covered in this report for the period from January 1, 2004 to August 16,
2004 and for the year ended December 31, 2003 and 2002 contain the results of operations and financial
condition of Extra Space Storage LLC and its subsidiaries, the predecessor to Extra Space Storage Inc. and its
subsidiaries, prior to the consummation of Extra Space Storage Inc.’s initial public offering on August 17, 2004,
and various formation transactions. In addition, the financial statements covered in this report contain the
results of operations and financial condition of Extra Space Storage Inc. for the period from August 17, 2004 to
December 31, 2004. Due to the timing of the offering and the formation transactions, the Company does not
believe that the results of operations discussion set forth in this document are necessarily indicative of the
Company’s future operating results as a publicly-held company. Amounts are in thousands (except per share
data and unless otherwise stated).

Statements Regarding Forward-Looking Information

» o« » o«

When used within this document, the words “believes,” “anticipates,” “projects,” “should,” “estimates,”
“expects,” and similar expressions are intended to identify “forward-looking statements” within the meaning of
Section 27-A of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”). Such forward-looking statements involve known and
unknown risks, uncertainties, and other factors, which may cause the actual results, performance or
achievements of the Company to be materially different from those expressed or implied in the forward-looking
statements. Such factors include, but are not limited to, changes in general economic conditions and in the
markets in which the Company operates:

e the effect of competition from new self-storage facilities or other storage alternatives, which would
cause rents and occupancy rates to decline;

e the Company’s ability to effectively compete in the industry in which it does business;

e difficulties in the Company’s ability to evaluate, finance and integrate acquired and developed
properties into the Company’s existing operations and to fill up those properties, which could adversely
affect the Company’s profitability;

e the impact of the regulatory environment as well as national, state, and local laws and regulations
including, without limitation, those governing Real Estate Investment Trusts, which could increase the
Company’s expense and reduce the Company’s cash available for distribution;

» difficulties in raising capital at reasonable rates, which could impede the Company’s ability to grow;
and

e delays in the development and construction process, which could adversely affect the Company’s
profitability; and economic uncertainty due to the impact of war or terrorism which could adversely
affect its business plan.

The Company disclaims any obligation to publicly release the results of any revisions to these forward-
looking statements reflecting new estimates, events or circumstances after the date of this report.



PART I

Item 1. Business
General

Extra Space Storage Inc. (the “Company”) is a self-administered and self-managed real estate investment
trust (“REIT”) formed as a Maryland corporation on April 30, 2004 to own, operate, acquire, develop and
redevelop professionally managed self-storage facilitates. On August 17, 2004, the Company commenced
operations effective with the completion of its initial public offering of 20,200,000 shares of common stock. The
Company received proceeds from the offering of $234.8 million, net of issuance costs of $17.7 million. As part
of the offering, the Company granted the underwriters the right to purchase up to 3,030,000 additional shares
within thirty days after the offering to cover any overallotments. On September 1, 2004, the underwriters
exercised their right and purchased an additional 3,030,000 shares of common stock with proceeds to the
Company of $35.2 million, net of issuance costs of $2.6 million. The Company also paid additional issuance
costs of $5.6 million. The Company’s common stock is traded on the New York Stock Exchange under the
symbol “EXR”.

The Company was formed to continue the business of its of Extra Space Storage LLC and its subsidiaries
(the “Predecessor”), which had engaged in the self-storage business since 1977. These companies were
reorganized after the consummation of the offering and various formation transactions. As of December 31,
2004, the Company held ownership interests in 140 properties located in 20 states with an aggregate of 9.2
million square feet of net rentable space and greater than 70,000 customers. Of these 140 properties, 122 are
wholly owned, and 18 are owned in joint-venture partnerships. An additional 20 properties are owned by third
parties and operated by the Company in exchange for a management fee.

Substantially all of the Company’s business is conducted through Extra Space Storage LP, (the “Operating
Partnership”), and its primary assets are general partner and limited partner interests in the Operating Partnership.
This structure is commonly referred to as an umbrella partnership REIT, or UPREIT. The Company has elected
to be taxed as a REIT under the Internal Revenue Code of 1986, as amended. To the extent the Company
continues to qualify as a REIT, it will not be subject to tax, with certain limited exceptions, on the taxable
income that is distributed to its shareholders.

The Company files its annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form
8-K, and all amendments to those reports to the Securities and Exchange Commission (the “SEC”). You may
obtain copies of these documents by visiting the SEC’s Public Reference Room at 450 Fifth Street, N.W.,
Washington, D.C. 20549, by calling the SEC at 1-800-SEC-0330 or by accessing the SEC’s website at
http://www.sec.gov. The Company’s website is www.extraspace.com. Its reports on Forms 10-K, 10Q, and 8-K,
and all amendments to those reports are posted on the Company’s website as soon as reasonably practicable after
the reports and amendments are electronically filed with or furnished to the SEC. These reports are available
upon request without charge.

Management

Members of the Company’s senior management team have significant experience in all aspects of the self-
storage industry, with an average of more than ten years of industry experience. The senior management team has
collectively acquired and/or developed more than 200 properties during the past 25 years for the Predecessor and
other entities. Kenneth M. Woolley, Chairman and Chief Executive Officer, and Richard S. Tanner, Senior Vice
President Development, have worked in the self-storage industry since 1977 and led two of the earliest self-
storage facility development projects in the United States.

The remainder of our executive management team and their years of experience with the Company and
Predecessors are as follows: Kent Christensen, Chief Financial Officer, 7 years; Charles Allen, Chief Legal
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Officer, 7 years; Timothy Arthurs, Senior Vice President Operations, 5 years; Scott Stubbs, Senior Vice President
and Chief Accounting Officer, 5 years; Kenneth T. Woolley; Senior Vice President Acquisitions, 6 years.

The executive management team has guided the Predecessor through substantial growth, developing and
acquiring over $750 million in assets since 1996. This growth was previously funded with internal funds and
more than $245 million was raised in private equity capital since 1998, largely from sophisticated, high net-worth
individuals and institutional investors such as affiliates of Prudential Financial, Inc. and Fidelity Investments.

The Company’s senior management and board of directors have a significant ownership position in the
Company with executive officers and directors owning approximately 5.6 million shares or 17.8% of the
common stock as of February 28, 2005.

Industry & Competition

Self-storage properties refer to properties that offer do-it-yourself, month-to-month storage space rental for
personal or business use. Self-storage offers a cost-effective and flexible storage alternative. Tenants rent fully
enclosed spaces that can vary in size according to their specific needs and to which they have unlimited,
exclusive access. Tenants have responsibility for moving their items into and out of their units. Self-storage unit
sizes typically range from five feet by five feet to 20 feet by 20 feet, with an interior height of eight to 12 feet.

Self-storage provides a convenient way for individuals and businesses to store their possessions, whether
due to a life-change, or simply because of a need for extra storage space. The mix of residential tenants using a
self-storage property is determined by a property’s local demographics and often includes people who are
looking to downsize their living space or others who are not yet settled in large homes.

The range of items residential tenants place in self-storage properties range from cars, boats and recreational
vehicles, to furniture, household items and appliances. Commercial tenants tend to include small business owners
who require easy and frequent access to their goods, records or extra inventory or storage for seasonal goods.

Self-storage properties provide an accessible storage alternative at a relatively low cost. Tenants typically
rent an enclosed space to which they have unlimited, exclusive access. Properties generally have on-site
managers who supervise and run the day-to-day operations, providing tenants with assistance as needed.

The Company’s research has shown that tenants choose a self-storage property based primarily on the
convenience of the site to their home or business, making high-density, high-traffic population centers ideal
locations for locating a self-storage property. A property’s perceived security and the general professionalism of
the site managers and staffs are also contributing factors to a site’s ability to successfully secure rentals.
Although most self-storage properties are leased to tenants on a month-to-month basis, tenants tend to continue
their leases for extended periods of time.

Self-storage does have seasonal fluctuations in occupancy rates for self-storage properties. Based on the
Company’s experience, generally, there is increased leasing activity at self-storage properties during the summer
months due to the higher number of people who relocate during this period. The highest level of occupancy is
achieved in July and August, while the lowest level of occupancy is seen in February and March.

Since it’s inception in the early 1970’s the self-storage industry has seen significant growth. In the past ten
years, there has been even greater growth. According to the 2005 Self-Storage Almanac (the “Almanac”), in
1994 there were approximately 19,500 self-storage properties in the United States, with an average occupancy
rate of 84.8% of net rentable square feet compared to approximately 38,800 self-storage properties in 2004 with
an average occupancy rate of 84.2% of net rentable square feet. As population densities have increased in the
United States, there has been an increase in self-storage awareness and development, which the Company expects
will continue in the future.



The Company has found that the factors most important to tenants when choosing a self-storage site are a
convenient location, a clean environment, friendly service and a professional helpful staff. Its experience also
indicates that successfully competing in the self-storage industry requires an experienced and dedicated
management team that is supported by an efficient and flexible operating platform that is responsive to tenants’
needs and expectations.

Increased competition has affected the Company’s business and has led to both pricing and discounts
pressure. This has limited the Company’s ability to increase revenues in many markets in which it operates.
Many markets have been able to absorb the increase in self-storage development due to superior demographics
and density. However, select markets have not been able to absorb the new facilities and have not performed as
well as others.

Competition can also be seen on the acquisitions front, especially with brokered portfolios. Bidding wars
have been commonplace between both public and private entities, and this competition has hindered the
Company’s ability to grow at a more consistent pace.

The growth within the industry has also led to an increased emphasis on site location, property design,
innovation and functionality, especially for new sites slated for high-density population centers, to accommodate
the requirements and tastes of local planning and zoning boards, and to distinguish a facility from other offerings
in the market.

The Company strives to have a creative and flexible approach to its development projects and it is open to a
broad array of opportunities because of this flexibility. Due to the attractive architecture of many of the
Company’s properties, the Company has been able to eliminate a typical barrier of entry for most self-storage
developers in areas usually reserved for more traditional retail and commercial users.

The industry is also characterized by fragmented ownership. According to the Almanac, the top five self-
storage companies in the United States owned approximately 9.9% of total U.S. self-storage properties, and the
top 50 self-storage companies owned approximately 15.6% of the total U.S. properties. The Company believes
this fragmentation will contribute to continued consolidation at some level into the future. The Company also
believes it is well positioned to be able to compete for acquisitions given its enhanced ability to access capital as
a public company and its historical reputation for closing deals.

According to the Almanac, the Company is the seventh largest self-storage owner and operator in the United
States as of December 31, 2004. The Company is now one of five self-storage REITS along with Public Storage
Inc. (PSA), Shurgard Storage Centers, Inc. (SHU); Sovran Self-Storage, Inc. (SSS), and U-Store-It Inc. (YSI).

Growth and Investment Strategies

The Company’s primary business objectives are to maximize cash flow available for distribution to its
shareholders and to achieve sustainable long-term growth in cash flow per share in order to maximize long-term
shareholder value. The Company’s business strategy to achieve these objectives consists of the following
elements:

*  Maximize Cash Flow at the Company’s Properties.

The Company seeks to maximize revenue-generating opportunities by responding to changing local
market conditions through interactive yield management of the rental rates at its properties. Supported by
STORE (the Company’s licensed property management software), the Company will seek to respond to
changing market conditions and to maximize revenue-generating opportunities through interactive rental
rate management.

*  Pursue Opportunities to Acquire Self-Storage Portfolios.

The Company intends to continue to selectively acquire, for cash or by utilizing units in its operating
partnership as acquisition currency, privately-held self-storage portfolios and single self-storage assets in
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high population density areas with an undersupply or equilibrium of self-storage demand, re-flag them
under the Extra Space Storage brand name, and implement its comprehensive property and operating
systems so as to maximize operating performance over time.

e Strategically Select and Develop Sites.

The Company plans to continue to expand by selecting and developing new self-storage properties,
through joint ventures, with cost-effective, appealing construction in desirable areas based on specific data,
including: visibility and convenience of location, market occupancy and rental rates, market saturation,
traffic count, household density, median household income, barriers to entry and future demographic and
migration trends. Because of the attractive architecture of many of the Company’s properties, it has been
able to eliminate a typical barrier of entry for most self-storage developers in areas usually reserved for
more traditional retail and commercial properties.

e Continue Joint Venture Strategy to Pursue Development Opportunities and Enhance Returns.

The Company plans to grow by continuing its development activities in conjunction with its joint
venture partners while mitigating the risks normally associated with early-stage development and lease-up
activities. Where appropriate, the Company plans to also seek to acquire properties in a capital-efficient
manner in conjunction with its joint venture partners. Typically in these deals, the Company seeks to have a
small capital interest, and once its joint venture partner receives a predetermined return on its investment,
the remaining profits will be distributed to the joint venture partners.

Financing of the Company’s Growth Strategies
e Acquisition Financing

On September 9, 2004, the Company, as guarantor, and its Operating Partnership entered into a $100
million revolving line of credit, which includes a $10 million swingline subfacility (the “Credit Facility”).
The Credit Facility is collateralized by self-storage properties. Since the Company’s initial public offering,
the Company has funded substantially all of its acquisitions through the Credit Facility. As of December 31,
2004, the Credit Facility had approximately $63.5 million of available borrowings based on the assets
collateralizing the Credit Facility. The Company expects to maintain a flexible approach in financing new
property acquisitions. The Company plans to finance future acquisitions through a combination of
borrowings under the Credit Facility, traditional secured mortgage financing and additional equity offerings.

e Development Joint Venture Financing

The Company owns 13 of its stabilized properties and five of its lease-up properties through joint
venture with third parties, including affiliates of Prudential Financial, Inc. In each joint venture, the
Company manages the day-to-day operations of the underlying properties and has the right to participate in
major decisions relating to sales of properties or financings by the applicable joint venture. The Company’s
joint venture partners typically provide most of the equity capital required for the operation of the respective
business. Under the operating agreements for the joint ventures, the Company typically maintains the right
to receive between 35% and 50% of the available cash flow from operations after the joint venture partner
has received a predetermined return, and between 35% and 50% of the available cash flow from capital
transactions after the joint venture partner has received a return of its capital plus such predetermined return.
Some joint venture agreements include certain buy-sell rights, as well as rights of first refusal in connection
with the sale of properties by the joint venture.

e Disposition of Properties

The Company will continue to review its portfolio for properties or groups of properties that are not
strategically located and determine the potential disposition of these properties to fund other growth.

Regulation

Generally, self-storage properties are subject to various laws, ordinances and regulations, including
regulations relating to lien sale rights and procedures. Changes in any of these laws or regulations, as well as
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changes in laws, such as the Comprehensive Environmental Response and Compensation Liability Act, or
CERCLA, which increase the potential liability for environmental conditions or circumstances existing or created
by tenants or others on properties, or laws affecting development, construction, operation, upkeep, safety and
taxation requirements may result in significant unanticipated expenditures, loss of self-storage sites or other
impairments to operations, which would adversely affect the Company’s financial position, results of operations
or cash flows.

Under the American Disabilities Act (the “ADA”), all places of public accommodation are required to meet
certain federal requirements related to access and use by disabled persons. These requirements became effective
in 1992. A number of additional U.S. federal, state and local laws also exist that may require modifications to the
properties, or restrict certain further renovations thereof, with respect to access thereto by disabled persons.
Noncompliance with the ADA could result in the imposition of fines or an award of damages to private litigants
and also could result in an order to correct any non-complying feature, and in substantial capital expenditures. To
the extent the Company’s properties are not in compliance, the Company is likely to incur additional costs to
comply with the ADA.

Insurance activities are subject to state insurance laws and regulations as determined by the particular
insurance commissioner for each state in accordance with the McCarran-Ferguson Act, as well as are subject to
the Gramm-Leach-Bliley Act and the privacy regulations promulgated by the Federal Trade Commission
pursuant thereto.

Property management activities are often subject to state real estate brokerage laws and regulations as
determined by the particular real estate commission for each state.

Changes in any of the laws governing the Company’s conduct could have an adverse impact on the ability to
conduct its business or could materially affect its financial position, results of operations or cash flows.

Employees

As of February 28, 2005, the Company had 469 employees and believes its relationships with its employees
to be good. The Company’s employees are not represented by a collective bargaining agreement.

Item 2. Properties

As of December 31, 2004, the Company owned and operated 140 self-storage properties located in 20 states,
122 of which are wholly owned and 18 of which are held in joint ventures with third parties. The Company also
manages an additional 20 properties for third parties. The Company’s properties are generally situated in
convenient, highly visible locations regionally clustered around high-density, high-income population centers,
such as Boston, Chicago, Los Angeles, Miami, New York/Northern New Jersey and San Francisco. Its properties
contain an aggregate of approximately 9.2 million net rentable square feet of space configured in approximately
87,500 separate storage units. As of December 31, 2004, its stabilized portfolio (which consists of 111
properties) was on average 85.4% occupied, while its lease-up portfolio (which consists of 29 properties) was on
average 69.7% occupied. The Company considers a property to be in the lease-up stage after it has been issued a
certificate of occupancy, but before it has achieved stabilization. The Company considers a property to be
stabilized once it has achieved either an 85% occupancy rate, or has been open for four years. Over the next 24
months, the Company expects its lease-up properties to achieve 85% occupancy, which it believes is in line with
lease-up periods typical in the self-storage industry.

As of December 31, 2004, greater than 70,000 tenants were leasing storage units at the Company’s 140
properties, primarily on a month-to-month basis, providing the flexibility to increase rental rates over time as
market conditions permit. Although leases are short-term in duration, the typical tenant tends to remain at the
Company’s properties for an extended period of time. For properties that were stabilized as of December 31,
2004, the average length of stay was approximately 16 months.
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The following table sets forth additional information regarding the occupancy of the stabilized properties on
a state-by-state basis as of December 31, 2004 and 2003. The information as of December 31, 2003 is on a pro
forma basis as though all the properties owned at December 31, 2004 were under the Company’s control as of
December 31, 2003.

Stabilized Property Data Based on Location

Company Pro forma Company Pro forma Company Pro forma
Number of Units at Net Rentable Square Feet at Square Foot Occupancy Rate % at
Number of December 31, December 31, December 31,
Location Properties 2004 (1) 2003 2004 (2) 2003 2004 2003
Wholly-Owned
Properties
Arizona .............. 1 480 480 57,630 57,630 95.7% 84.1%
California ............ 18 11,149 11,175 1,158,070 1,166,967 87.4% 88.1%
Colorado ............. 4 1,809 1,801 233,130 231,608 81.1% 82.8%
Florida ............... 14 9,398 9,394 942,636 941,656 91.9% 87.7%
Georgia .............. 5 2,687 2,688 357,205 357,228 82.8% 83.1%
Louisiana . ............ 2 1,411 1,411 147,900 147,900 85.8% 90.0%
Massachusetts ......... 19 9,662 9,538 1,055,250 1,042,613 79.7% 79.3%
Missouri ............. 2 811 808 97,817 97,517 83.7% 89.8%
Nevada .............. 1 463 460 57,100 56,500 89.1% 90.1%
New Hampshire ....... 1 623 623 72,600 72,600 86.9% 91.6%
New Jersey ........... 12 9,399 9,391 935,031 933,836 86.1% 86.1%
New York ............ 1 1,270 1,270 59,000 58,526 77.9% 87.5%
Pennsylvania .......... 5 2,762 2,749 320,919 315,226 82.3% 86.2%
South Carolina ........ 4 2,088 2,090 246,969 246,969 86.9% 88.7%
Texas ...t 7 4,289 4,287 464,606 463,143 82.0% 85.2%
Virginia .............. 1 551 551 73,310 73,310 92.8% 78.6%
Utah................. 1 551 551 72,750 72,750 77.7% 79.5%
Total Wholly Owned
Properties ...... 98 59,403 59,267 6,351,923 6,335,979 85.3% 85.4%
Properties Held in Joint
Ventures
California ............ 7 3,850 3,851 400,064 400,363 88.4% 87.3%
New Hampshire ....... 2 801 801 83,675 83,675 86.9% 87.1%
New Jersey ........... 2 1,726 1,737 166,805 166,845 81.3% 81.3%
New York ............ 2 1,519 1,515 137,574 136,919 88.4% 83.7%
Total Properties
Held in Joint
Ventures ....... 13 7,896 7,904 788,118 787,802 86.7% 85.4%
Total Stabilized
Properties .. ........ 111 67,299 67,171 7,140,041 7,123,781 85.4% 85.4%

(1) Represents unit count as of December 31, 2004 which may differ from December 31, 2003 unit count due to
Unit conversions or expansions.

(2) Represents net rentable square feet as of December 31, 2004 which may differ from December 31, 2003 net
rentable square feet due to unit conversions or expansions.



The following table sets forth additional information regarding the occupancy of the Company’s lease-up
properties on a state-by-state basis as of December 31, 2004 and 2003. The information as of December 31, 2003
is on a pro forma basis as though all the properties owned at December 31, 2004 were under the Company’s
control as of December 31, 2003.

Lease-up Property Data Based on Location

Company Pro forma Company Pro forma Company  Pro forma
Number Number of Units at Net Rentable Square Feet at Square Foot Occupancy
of December 31, December 31, Rate % at December 31,

Location Properties ~ 2004(1) 2003 2004(2) 2003 2004 2003

Wholly-Owned Properties

California ................ 4 2,347 2,319 276,547 267,622 69.6% 51.2%
Connecticut . .............. 2 1,360 1,377 123,390 62,990 60.9% 51.0%
Mlinois ................... 2 1,133 1,140 144,515 145,315 56.0% 40.1%
Massachusetts ............. 6 3,485 3,511 372,280 377,505 53.2% 39.0%
Maryland ................. 1 923 925 138,230 144,980 78.2% 82.2%
New Jersey ............... 4 3,335 3,334 275,298 275,348 72.1% 47.6%
New York ................ 3 2,522 2,522 198,110 207,821 76.1% 61.4%
Pennsylvania .............. 2 1,472 1,473 174,709 186,154 79.4% 82.7%
Total Wholly Owned
Properties .......... 24 16,577 16,601 1,703,079 1,667,735 67.1% 54.3%
Properties Held in Joint
Ventures
California ................ 2 1,412 1,412 151,295 150,415 86.0% 67.6%
New Jersey ............... 1 664 664 58,650 58,650 87.1% 71.0%
New York ................ 1 656 657 60,020 60,070 78.9% 74.4%
Pennsylvania .............. 1 916 916 73,125 73,125 76.4% 73.9%
Total Properties Held in
Joint Ventures . ...... 5 3,648 3,649 343,090 342,260 82.9% 70.7%
Total Lease-up Properties . . 29 20,225 20,250 2,046,169 2,009,995 69.7% 57.1%

(1) Represents unit count as of December 31, 2004 which may differ from December 31, 2003 unit count due to
uUnit conversions or expansions.

(2) Represents net rentable square feet as of December 31, 2004 which may differ from December 31, 2003 net
rentable square feet due to unit conversions or expansions.

The Company’s property portfolio is a made up of different types of construction and building configuration
depending on the site and the municipality where it is located. Most often sites are a mix of both drive-up
buildings and multi-floor buildings. The Company has several multi-floor buildings with elevator access only,
and a number of facilities featuring ground-floor access only.

The Company’s properties are generally situated in convenient, highly visible locations clustered around
large population bases; however, due to certain factors, the Company has a handful of locations outside the top
MSA’s (Metropolitan Statistical Areas) that were developed or acquired based on the market, familiarity with the
properties, or as part of a larger portfolio.

Item 3. Legal Proceedings

The Company is involved in various litigation and proceedings in the ordinary course of business. The
Company is not a party to any material litigation or legal proceedings, or to the best of its knowledge, any
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threatened litigation or legal proceedings which, in the opinion of management individually or in the aggregate,
will have a material adverse effect on its financial condition or results of operations.

Item 4. Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of security holders during the fourth quarter ended December 31, 2004.

PART II

Item 5. Market for Registrant’s Common Equity and Related Stockholder Matters

Market Information

The Company’s common stock trades on the New York Stock Exchange (“NYSE”) under the symbol
“EXR”. The following table sets forth, for the periods indicated, the high and low sales price for the common
stock as reported by the NYSE and the per share dividends declared:

Dividends
w High Low Declared
Third quarter (August 17, 2004 to September 30, 2004) ........... $14.38  $12.50 $0.1113
Fourth quarter .......... ... . i 14.55 12.60 0.2275

On February 28, 2005, the closing price of the Company’s common stock as reported by the NYSE was
$13.90. At February 28, 2005, the Company had 124 holders of record of its Common Stock.

Holders of shares of Common Stock are entitled to receive distributions when declared by the Company’s
board of directors out of any assets legally available for that purpose. As a REIT, the Company is required to
distribute at least 90% of its “REIT taxable income,” which, as defined by the relevant tax status and regulations,
is generally equivalent to net taxable ordinary income, to shareholders annually in order to maintain the
Company’s REIT status for federal income tax purposes.

Unregistered Sales of Equity Securities and Use of Proceeds

None



Item 6. Selected Financial Data

The following table sets forth the selected financial data and should be read in conjunction with the
Financial Statements and notes thereto included in Item 8, “Financial Statements and Supplementary Data” and
Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in this

Form 10-K.

Revenues:

Propertyrental . ........... ... ... ... ..
Fees and otherincome ................

Expenses:

Property operations ...................

Unrecovered development/acquisition

costs and support payments . .........
General and administrative . ............
Depreciation and amortization ..........

Total Expenses ..................

Income (loss) before interest expense, loss on
debt extinguishments, minority interests,
equity in earnings of real estate ventures and

gain on sale of real estate assets ...........

Interestexpense . . ...
Loss on debt extinguishments .. .............
Minority interests . ................o.ia...
Equity in earnings of real estate ventures . . .. ..

Loss before gain on sale of real estate assets . . .
Gain on sale of real estate assets .. ...........

Preferred return on Class B, C, and E units .. ..

Loss on early redemption of Fidelity minority

INEreSt . . oottt e e
Net loss attributable to common shareholders . .

Per Common Share:

Distribution (1) ..........................
Netloss—Basic (2) ........coviiiinn..
Net loss—Diluted (2) .....................

Weighted average common shares—Basic . . . . .
Weighted average common shares—Diluted . . .

Balance sheet Data:

Totalassets ............... ... . ... ... ...
Total lines of credit and notes payable ........
Minority interest . .............coooiiiia..

Redeemable units and members’ and

shareholders’ equity ....................

Other Data:
Net cash provided by (used in) operating

activities ............. ... i
Net cash used in investing activities ..........
Net provided by financing activities . .........

Company Predecessor
Year Ended December 31,
2004 2003 2002 2001 2000 1999
$ 62,656 $ 33,054 $ 28811 $ 19374 § 5603 $ 280
3,315 3,207 3,575 3,624 4,166 3,383
65,971 36,261 32,386 22,999 9,769 3,663
26,066 14,858 11,640 8,152 2,347 351
739 4,937 1,938 2,227 3,854 214
12,465 8,297 5,916 6,751 7,698 7,532
15,552 6,805 5,652 3,105 1,147 81
54,822 34,897 25,146 20,234 15,046 8,178
11,149 1,364 7,240 2,765 (5,277) (4,515)
(28,491) (18,746) (13,894)  (11,477) (4,763) (410)
(3,523) — — — —
(733) (2,701) (3,859) (995) — —
1,387 1,465 971 105 171 233
(20,211) (18,618) (9,542) (9,601) (9,869) (4,692)
1,749 672 — 4,677 — —
$ (18,462) $ (17,946) $ (9,542) $ (4,924) $ (9.869) $ (4,692)
(5,758) (5,336) (4,525) — — —
(1,478) — — — — —
$  (25,698) $ (23,282) $ (14,067) $ (4.924) $ (9.869) $ (4,692)
$ 3388  $ — 3 —
$ (1.68) $ (5.62) $ (3.84)
$ (1.68) $ (5.62) $ (3.84)
15,282,725 4,141,959 3,605,743
15,282,725 4,141,959 3,665,743
$ 748,484 $ 383,751 $ 332,290 $270,266 $153,341 $ 52,153
472,977 273,808 231,025 178,552 118,515 19,257
21,453 22,390 22,265 28,558 — —
$ 243607 $ 21,701 $ 27,516 $ 35465 $ 25,602 $ 29,956
$ 6,158) $ (8,526) $ 1,613 $ (4,460) $ (6,794) $(30,282)
$ (261,298) $ (59,206) $ (69,249) $(11,383) $(98,387) $ (847)
$ 280,039 $ 73,017 $ 66863 $ 21,441 $101,352 $ 35,791

(1) Based on annual dividend of $.91 per common share

(2) The basic and diluted loss per share does not include the potential effects of the contingent conversion shares and
contingent conversion units, both distributed in connection with the initial public offering, as such securitites would not
have participated in earnings for any of the periods presented. These securities will not participate in distributions until
they are converted, which cannot occur prior to March 31, 2006.

9



Item 7. Managements Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with the financial statements and notes thereto
appearing elsewhere in this report. Where appropriate, the following discussion includes analysis of the effects
of the Company’s initial public offering (“IPO”), the formation transactions and related refinancing
transactions and certain other transactions. The Company makes statements in this section that are forward-
looking statements within the meaning of the federal securities laws. For a complete discussion of forward-
looking statements, see the section in this Form 10-K entitled “Statements Regarding Forward-Looking
Information.” Certain risk factors may cause actual results, performance or achievements to differ materially
from those expressed or implied by the following discussion. For a discussion of such risk factors, see the section
in this Form 10-K entitled “Statements Regarding Forward-Looking Information.”

Overview

On August 17, 2004, the Company closed its initial public offering, pursuant to which it sold 20,200,000
shares of common stock, with proceeds to the Company of approximately $234,825, net of issuance costs of
$17,675. As part of the offering, the Company granted the underwriters the right to purchase up to 3,030,000
additional shares within thirty days after the offering to cover any over-allotments. On September 1, 2004, the
underwriters exercised their right and purchased an additional 3,030,000 shares of stock with proceeds to the
Company of approximately $35,224, net of issuance costs of $2,651. The Company also paid additional issuance
costs of $5,574. The formation transactions outlined in the offering prospectus have been completed as described
in various 8-K filings.

In connection with the initial public offering, the existing holders of Class A, Class B, Class C and Class E
Units in the Predecessor exchanged these Units for an aggregate of 7,939,950 shares of common stock, 1,608,437
operating partnership (“OP”) units, 3,888,843 CCS’s and 200,046 CCU’s and $18,885 in cash. As a result of this
exchange, the Predecessor became a wholly owned subsidiary of Extra Space Storage LP (the “Operating
Partnership”), which is a subsidiary of the Company. The transaction did not result in a change in the carrying
value of the Predecessor’s assets and liabilities because the exchange was accounted for at historical cost as a
transfer of assets between companies under common control.

The Company is a fully integrated, self-administered and self-managed real estate investment trust formed to
continue the business commenced in 1977 by its predecessor companies to own, operate, acquire, develop and
redevelop professionally managed self-storage properties. Since 1996, the Company’s fully integrated development
and acquisition teams have completed the development or acquisition of more than 130 self-storage properties. To
maximize revenue-generating opportunities for the properties, the Company employs a state-of-the-art, proprietary,
web-based tracking and yield management technology called STORE. Developed by the Company’s management
team, STORE enables the Company to analyze, set and adjust rental rates in real time across its portfolio in order to
respond to changing market conditions.

The Company derives substantially all of its revenues from rents received from tenants under existing leases
on each of its self-storage properties. The Company operates in competitive markets, where consumers have
multiple self-storage self-storage properties from which to choose. Competition has and will continue to impact
the Company’s results. The Company experiences minor seasonal fluctuations in occupancy levels, with
occupancy levels generally higher in the summer months due to increased moving activity. The Company’s
operating results, therefore, depend materially on its ability to lease available self-storage space and on the ability
of its tenants to make required rental payments. The Company believes it is able to respond quickly and
effectively to changes in local, regional and national economic conditions by adjusting rental rates through the
use of STORE, the operating management software employed at the properties.

The Company continues to evaluate a range of new growth initiatives and opportunities in order to enable it
to maximize shareholder value. These include:

* Focus on maximizing the performance of properties through strategic, efficient and timely management.
The Company plans to pursue revenue generating opportunities on all fronts including active, real-time
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revenue management, targeted marketing programs and operational efficiencies gained through
technology improvements. Supported by STORE, it seeks to respond to changing market conditions and
to maximize revenue-generating opportunities through interactive rental rate management.

e Continue to focus on the acquisition of self-storage properties from third parties. The Company has
benefited greatly from the acquisition of existing properties. During 2004, the Company and the
Predecessor acquired 44 properties identified by its acquisition team; it continues to explore new
opportunities. The acquisitions team will continue to aggressively pursue the acquisition of single
properties and portfolios that it believes can provide short and long-term shareholder value. The
Company’s reputation as a reliable, ethical buyer enhances its ability to negotiate and close non-
brokered, private deals. Also, its status as an UPREIT enables flexibility when structuring deals.

e Continue to develop new properties through joint-venture relationships. Eighteen of the Company’s
properties are currently held in joint ventures. During 2004, the Company acquired five development
properties.

As of December 31, 2004, the Company owned and operated 140 properties located in 20 states. Of the 140
properties, 122 are wholly owned and 18 are held in joint ventures with third parties. The properties are operated
under the service-marked Extra Space Storage brand name. As of December 31, 2004, the properties contained
an aggregate of approximately 9.2 million net rentable square feet of space configured in approximately 87,500
separate storage units. The properties are generally situated in convenient, highly visible locations clustered
around large population centers such as Boston, Chicago, Los Angeles, Miami, New York/Northern New Jersey
and San Francisco. These areas all enjoy above average population and income demographics and high barriers
to entry for new self-storage properties. The clustering of assets around these population centers enables the
Company to reduce its operating costs through economies of scale. The Company considers a property to be in
the lease-up stage after it has been issued a certificate of occupancy, but before it has achieved stabilization. A
property is considered to be stabilized once it has achieved an 85% occupancy rate, or has been open for four
years.

In the Results of Operations discussion below, the Company has combined the historical results of
operations for the Predecessor for the period from January 1, 2004 through August 16, 2004 with the historical
results of operations for the Company for the period from August 17, 2004 through December 31, 2004 in
discussing the historical results of the operations for the Company for the year ended December 31, 2004.
Comparisons to the respective prior periods are to the historical results of operations of the Predecessor.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Management of the Company has prepared the consolidated financial statements in accordance with
accounting principles generally accepted in the United States, which require the Company to make certain
estimates and assumptions that affect the recorded amount of assets and liabilities at the date of the financial
statements and the reported amount of revenues and expenses during the reporting period. Actual results may
differ from these estimates. The Company has summarized below those accounting policies and estimates that
require its most difficult, subjective or complex judgments and that have the most significant impact on its
financial condition and results of operations. Management evaluates these estimates on an ongoing basis. These
estimates are based on information currently available to management and on various other assumptions
management believes are reasonable as of the date of this report.

e Acquisitions of real estate and intangible assets. When the Company acquires real estate properties, it
allocates the components of the acquisition price using relative fair values determined based on certain
estimates and assumptions. These estimates and assumptions impact the allocation of costs between land
and different categories of land improvements as well as the amount of costs assigned to individual
properties in multiple property acquisitions. These allocations impact the amount of depreciation
expense and gains and losses recorded on future sales of self-storage properties, and therefore the net
income or loss the Company reports.
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The Company determines the fair value of the real estate it acquires, including land, land improvements
and buildings, by valuing the real estate at the purchase price less any intangible assets. This fair value
is then allocated to land, land improvements and buildings based on the Company’s determination of the
relative fair values of these assets.

The Company determines the fair value of the intangible assets it acquires in accordance with purchase
accounting for acquisitions by considering the value of in-place leases and the value of tenant
relationships. The Company does not place a value on the in-place leases due to the month-to-month
terms of the leases. The Company values tenant relationships as two months’ projected rent (end of
month rent roll), based on the stable nature of rentals and vacates in its self-storage properties and the
minimal amount of time and effort required to replace an existing tenant.

Useful lives of assets and amortization methods. The Company determines the useful lives of its real
estate assets (generally 39 years) based on historical and industry experience with the lives of those
particular assets and experience with the timing of significant repairs and replacement of those assets.

The Company has estimated the useful life of tenant relationships to be approximately 18 months based
on experience with the period of time a tenant stays in a property.

Impairment of real estate. The Company evaluates long-lived assets, which are held for use for
impairment when events or circumstances indicate that there may be an impairment. The Company
compares the carrying value of these long-lived assets to the undiscounted future net operating cash
flows attributable to the assets. An impairment loss is recorded if the net carrying value of the asset
exceeds the undiscounted future net operating cash flows attributable to the asset. The impairment loss
recognized equals the excess of net carrying value over the related fair value of the asset.

When real estate assets are identified by management as held for sale, the Company discontinues
depreciating the assets and estimates the fair value, net of selling costs. If, the estimated fair value, net
of selling costs, of the assets which have been identified for sale, is less than the net carrying value of
the assets, a valuation allowance is established.

Investments in unconsolidated real estate ventures. The Company evaluates each of its real estate
ventures to determine whether it is a variable interest entity under the provisions of FASB Interpretation
No. 46R, “Consolidation of Variable Interest Entities, an interpretation of ARB No. 51 (revised
December 2003)” (“ FIN 46R”). The Company will consolidate a variable interest entity for which it is
deemed to be the primary beneficiary under FIN 46R. The Company accounts for its investments in
unconsolidated real estate ventures under the equity method of accounting, as it exercises significant
influence over, but does not control, these entities under the provisions of the entities’ governing
agreements. These investments are recorded initially at cost, as investments in real estate ventures, and
subsequently adjusted for equity in earnings and cash contributions and distributions.

Income Taxes. The Company has been organized and operated, and intends to continue to operate, as a
qualifying REIT under the Internal Revenue Code and applicable state laws. A qualifying REIT
generally does not pay corporate level income taxes on its taxable income that is distributed to its
shareholders, and accordingly, the Company does not pay or record as an expense income tax on the
share of its taxable income that is distributed to shareholders.

Allowance for doubtful accounts. The Company has not recorded an allowance for doubtful accounts.
Substantially all of its receivables are comprised of rent due from tenants. Historically, the Company has
not experienced significant losses on tenant’s receivables. However, collection of future receivables
cannot be assured.

Stock based compensation. In accordance with the provisions of SFAS No. 123 “Accounting for
Stock-Based Compensation,” the Company has elected to apply the provisions of Accounting Principles
Board Opinion No. 25 (APB 25) and related interpretations in accounting for its stock-based
compensation plans. Accordingly, the Company does not recognize compensation expense for stock
options when the stock option price at the grant date is equal to or greater than the fair market value of
the stock at that date.
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RESULTS OF OPERATIONS
Comparison of the Year Ended December 31, 2004 to the Year Ended December 31, 2003
Overview

Results for the year ended December 31, 2004 included the operations of 147 properties, seven of which
were deconsolidated during 2004, (128 of which were consolidated and 19 of which were in joint ventures
accounted for using the equity method) compared to the results for the year ended December 31, 2003, which
included the operations of 94 properties (57 of which were consolidated and 37 of which were in joint ventures
accounted for using the equity method). Results for the quarter and year-ended December 31, 2004 include the
results of six properties in which the Company did not own any interest and one where the Company sold its joint
venture interest in 2004. The properties were consolidated as a result of guarantees and/or puts for which the
Company was liable. Five of the six properties were deconsolidated on August 16, 2004 upon the release of all
guarantees and puts, and the other property was deconsolidated on December 31, 2004. Results for both periods
also included equity in earnings of real estate ventures, third-party management fees, acquisition fees and
development fees.

Revenues

Revenues for the year ended December 31, 2004 were $65,971 compared to $36,261 for the year ended
December 31, 2003, an increase of $29,710, or 81.9%. This increase was primarily due to an increase of $29,602
in property rental revenues, which includes merchandise sales, insurance administrative fees and late fees. The
increase in property rental revenues consists of $8,081 from the buyout of the certain joint venture interests
(previously accounted for using the equity method of accounting), $16,777 from new acquisitions and $4,045
from increases in occupancy at lease-up properties. During the year ended December 31, 2004, the Company and
the Predecessor opened five new properties, acquired 44 new properties, acquired its joint venture partners
interest in 22 properties and continued to increase the occupancy at its other lease-up properties. The increase in
stabilized property revenues consists primarily of increased rental rates.

Management fees represent 6.0% of cash collected from properties owned by third parties and
unconsolidated joint ventures. The decrease in management fees was due to the Company purchasing its joint
venture partner’s interest Extra Space East One, LLC in 2004.

During 2004, acquisition and development fees increased by $546. The increase in acquisition fees and
development fees was due to the increased volume of development relating to joint ventures in 2004. While the
Company and the Predecessor purchased 44 properties in 2004, acquired its joint venture partners interest in 22
properties the Company did not recognize any acquisition fees as these properties are wholly owned and are
consolidated.

Other income represents interest income and income from truck rentals.

Expenses

Total expenses for the year ended December 31, 2004 were $54,822 compared to $34,897 for the year ended
December 31, 2003, an increase of $19,925, or 57.1%. This increase was primarily due to an increase of $11,208
in property operating expenses, an increase of $4,168 in general and administrative expenses and an increase in
depreciation of $8,747. These amounts were partially offset by a decrease of $4,198 in unrecovered development/
acquisition costs.

Property Operations

For the year ended December 31, 2004, property operations were $26,066 compared to $14,858 for the year
ended December 31, 2003, an increase of $11,208, or 75.4%. The increase in property operations was primarily
due to increases of $2,654 from the buyout of certain joint venture interests (previously accounted for using the
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equity method of accounting), $6,306 from new acquisitions and $2,238 from lease-up properties. During the
year ended December 31, 2004, the Company and the Predecessor opened five new properties, acquired 44 new
properties, and continued to increase the occupancy at its other lease-up properties. Existing lease-up property
expenses increased due to increases in utilities, office expenses, repairs and maintenance and property taxes due
to reassessment. The increase in stabilized property expenses consists primarily of payroll and property taxes.

Unrecovered Development/Acquisition Costs and Support Payments

Unrecovered development/acquisition costs and support payments were $739 for the year ended December
31, 2004 compared to $4,937 for the year ended December 31, 2003, a decrease of $4,198, or 85.0%.
Unrecovered development costs for 2003 included $1,520 relating to final performance guarantee payments to
the joint venture partner in Extra Space West One, LLC and Extra Space East One, LLC. In addition, the
decrease was due to approximately $2,500 in costs relating to potential acquisitions, which were written off
during the year ended December 31, 2003.

General and Administrative

General and administrative expenses for the year ended December 31, 2004 were $12,465 compared to
$8,297 for the year ended December 31, 2003, an increase of $4,168, or 50.2%. This increase is due to fewer
internal development expenses capitalized in 2004—3$1,198, than were capitalized in 2003—$1,797, and to
overhead added to prepare the Company for growth, and its ongoing public company costs. In addition, the
Company recognized $1,205 in compensation expense related to employee unit grants in 2004.

Depreciation and Amortization

Depreciation and amortization for the year ended December 31, 2004 was $15,552 compared to $6,805 for
the year ended December 31, 2003, an increase of $8,747, or 128.5%. The increase results from more properties
being open due to development and acquisition during 2004, than were open during the year ended December 31,
2003. The Company and the Predecessor acquired 44 properties, bought out joint venture partners on 22
properties that had been previously accounted for on the equity method of accounting, and opened five properties
in 2004.

Interest Expense and Loss on Debt Extinguishments

Interest expense and loss on debt extinguishments for the year ended December 31, 2004 was $32,014
compared to $18,746 for the year ended December 31, 2003, an increase of $13,268, or 70.8%. The increase was
due primarily to additional debt and interest relating to new properties entering the lease-up stage being expensed
rather than capitalized (interest was capitalized during the development phase) and $3,523 being paid to
extinguish debt. Capitalized interest during the years ended December 31, 2004 and 2003 was $1,213 and $2,593,
respectively. In addition, during 2004, the Company and the Predecessor acquired 44 new properties and bought
out joint venture partners on 22 properties, which increased its average outstanding debt.

Minority Interest-Fidelity Preferred Return

Minority interest-Fidelity preferred return for the year ended December 31, 2004 was $3,136 compared to
$4,132 for the year ended December 31, 2003, a decrease of $996, or 24.1%. The decrease was due to the
redemption of the Fidelity minority interest on August 17, 2004.

Minority Interest Operating Partnership

Loss allocated to the Operating Partnership represents 8.05% of the net loss subsequent to the IPO and
totaled $113 for the year ended December 31, 2004.
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Loss Allocated to Other Minority Interests

Loss allocated to other minority interests for the year ended December 31, 2004 was $2,290 compared to
$1,431 for the year ended December 31, 2003, an increase of $859, or 60.0%. The increase was primarily due to
additional losses on lease-up properties allocated to Extra Space Development (“ESD”) in 2004 under the joint
venture operating agreements.

Equity in Earnings of Real Estate Ventures

Equity in earnings of real estate ventures decreased $78, or 5.3%, for the year ended December 31, 2004.
This decrease was primarily due to the Predecessor purchasing its joint venture partner’s interest in 18 self-
storage facilities held by Extra Space Storage East One and West One, LLC and these facilities being
subsequently consolidated, offset by increased profitability of Extra Space West One, LLC.

Gain on the Sale of Real Estate Assets

Gain on the sale of real estate assets for the year ended December 31, 2004 was $1,749 compared to $672
for the year ended December 31, 2003. The increase was due primarily to the Company recognizing a gain of
$1,920 on the sale of its joint venture interest in a property in Laguna Hills, California in August 2004.

Comparison of the Year Ended December 31, 2003 to the Year Ended December 31, 2002
Overview

Results for the year ended December 31, 2003 included the operations of 94 properties (57 of which were
consolidated and 37 of which were in joint ventures accounted for using the equity method) compared to the
results for the year ended December 31, 2002, which included the operations of 88 properties (54 of which were
consolidated and 34 of which were in joint ventures accounted for using the equity method). Results for both
periods also included equity and earnings of real estate ventures, third-party management fees, acquisition fees
and development fees.

Revenues

Revenues for the year ended December 31, 2003 were $36,261 compared to $32,386 for the year ended
December 31, 2002, an increase of $3,875, or 11.9%. This increase was primarily due to an increase of $4,243 in
property rental revenues.

Property rental revenues (including merchandise sales, insurance administrative fees and late fees) increased
by $4,243, or 14.7%, consisting of approximately $3,840 from lease-up properties and $403 from stabilized
properties. During the year ended December 31, 2003, the Predecessor opened six new properties, and continued
to increase the occupancy at its other lease-up properties. The increase in stabilized property revenues consists
primarily of increased rental rates.

Management fees represent 6.0% of cash collected from properties owned by third parties and
unconsolidated joint ventures.

During 2003, acquisition and development fees decreased by $268. The decrease in acquisition and
development fees was primarily due to the decreased volume of acquisitions of behalf of joint ventures in 2003.
This decrease in the number of properties acquired was the result of increased competition for properties, offset
by overall higher prices for the properties acquired.

Other income represents interest income and income from truck rentals.
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Expenses

Total expenses for the year ended December 31, 2003 were $34,897 compared to $25,146 for the year ended
December 31, 2002, an increase of $9,751, or 38.8%. This increase was primarily due to an increase of $3,218 in
property operating expenses, an increase of $2,381 in general and administrative expenses, and an increase of
$2,999 in unrecovered development/acquisition costs and support payments.

Property Operating Expenses

For the year ended December 31, 2003, property-operating expenses were $14,858 compared to $11,640 for
the year ended December 31, 2002, an increase of $3,218, or 27.6%. The increase was due primarily to increases
in expenses of approximately $2,810 resulting from lease-up properties and approximately $408 in expenses
from stabilized properties.

During the year ended December 31, 2003, the Predecessor opened six new properties, and continued to
increase the occupancy at its other lease-up properties. Existing lease-up property expenses increased due to
increases in utilities, office expenses, repairs and maintenance and property taxes due to reassessment. The
increase in stabilized property expenses consists primarily of payroll and repairs and maintenance.

Unrecovered Development/Acquisition Costs and Support Payments

Unrecovered development/acquisition costs and support payments were $4,937 for the year ended
December 31, 2003 compared to $1,938 for the year ended December 31, 2002, an increase of $2,999, or
154.7%. Unrecovered development costs for 2003 and 2002 included $1,520 and $314, respectively, relating to
final performance guarantee payments to the joint venture partner in Extra Space West One, LLC and Extra
Space East One, LLC. In addition, the increase was due to approximately $2,500 in costs relating to potential
acquisitions that were written off during the year ended December 31, 2003.

General and Administrative

General and administrative expenses for the year ended December 31, 2003 were $8,297 compared to
$5.,916 for the year ended December 31, 2002, an increase of $2,381, or 40.2%. This increase is primarily due to
fewer development expenses capitalized in 2003—$1,797—than were capitalized in 2002—$3,788.

Depreciation and Amortization

Depreciation and amortization for the year ended December 31, 2003 was $6,805 compared to $5,652 for
the year ended December 31, 2002, an increase of $1,153, or 20.4%. The increase results from more properties
being open for the entire year in 2003, than were open during 2002.

Interest Expense and Loss on Debt Extinguishments

Interest expense and loss on debt extinguishments for the year ended December 31, 2003 was $18,746
compared to $13,894 for the year ended December 31, 2002, an increase of $4,852, or 34.9%. The increase was
due primarily to additional debt and interest relating to new properties entering the lease-up stage being expensed
rather than capitalized (interest was capitalized during the development phase). Capitalized interest during the
years ended December 31, 2003 and 2002 was $2,593 and $2,071, respectively. During the year ended December
31, 2003, the Predecessor opened six new properties, which increased the Predecessor’s average outstanding
debt. This increase in interest expense was partially offset by lower interest rates on variable rate debt.

Minority Interest-Fidelity Preferred Return

Minority interest-Fidelity preferred return for the year ended December 31, 2003 was $4,132 compared to
$3,759 for the year ended December 31, 2002, an increase of $373, or 9.9%. The increase was primarily due to an
additional investment by Fidelity being outstanding for the entire year of 2003 compared to three months of 2002.
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Loss Allocated to Other Minority Interests

Loss allocated to other minority interests for the year ended December 31, 2003 was $1,431 compared to
($100) for the year ended December 31, 2002, an increase of $1,531. The increase was primarily due to
additional losses on lease-up properties allocated to the minority investors, and to the deconsolidation in 2003 of
two properties due to the release of guarantees.

Equity in Earnings of Real Estate Ventures

Equity in earnings of real estate ventures increased $494, or 50.9%, for the year ended December 31, 2004.
This increase was primarily due to the increased profitability of Extra Space West One.

Gain on the Sale of Real Estate Assets

Gain on the sale of real estate assets for the year ended December 31, 2003 was $672 compared to $0 for the
year ended December 31, 2002. The increase was due to the sale of a facility in Kings Park, New York for
$6,241 to Extra Space East One, LLC.

SAME-STORE STABILIZED PROPERTY RESULTS

The Company considers same-store stabilized portfolio to consist of only those properties owned by the
Company at the beginning and at the end of the applicable periods presented and that had achieved stabilization
as of the first day of such period. The following table sets forth operating data for the same-store portfolio for the
Company and the Predecessor’s same store portfolio. The Company considers the following same-store
presentation to be meaningful in regards to the 31 properties shown below. These results provide information
relating to property-level operating changes without the effects of acquisitions or completed developments. As
the Company continues forward as a public company, it will have a greater population of same-store properties to
which to make a comparison. Consequently, the results shown below should not be used as a basis for future
same-store performance.

Company  Predecessor Predecessor
Year Ended December 31, P Year Ended December 31,
ercent Percent
2004 2003 Change 2003 2002 Change
Same-store rental revenues ... ............ $22,597 $21,861 34% $21,861 $21,518 1.6%
Same-store operating expenses . ........... 7,385 7,189 2.7% 7,189 6,660 7.9%
Non same-store rental revenues ........... 40,059 11,193  257.9% 11,193 7,293 53.5%
Non same-store operating expenses . ....... 18,681 7,669  143.6% 7,669 4,980 54.0%
Total rental revenues . . .................. 62,656 33,054 89.6% 33,054 28,811 14.7%
Total operating expenses ................ 26,066 14,858 75.4% 14,858 11,640 27.6%
Properties included in same-store . ......... 31 31 31 31

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

Same-Store Rental Revenues. Total revenues for the Company’s same-store stabilized property portfolio
for the year ended December 31, 2004 were $22,597 compared to $21,861 for the year ended December 31,
2003, an increase of $736, or 3.4%. This increase was primarily due to increased rental rates and the Company’s
ability to maintain occupancy.

Same-Store Operating Expenses. Total operating expenses for the Company’s same-store stabilized
property portfolio for the year ended December 31, 2004 were $7,385 compared to $7,189 for the year ended
December 31, 2003, an increase of $196, or 2.7%. This increase was primarily due to an increase in insurance
and property taxes.
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Comparison of the Year Ended December 31, 2003 to the Year Ended December 31, 2002

Same-Store Rental Revenues. Total revenues for the Predecessor’s same-store stabilized property portfolio
for the year ended December 31, 2003 were $21,861 compared to $21,518 for the year ended December 31,
2002, an increase of $343, or 1.6%. This increase was primarily due to increased rental rates and a slight increase
in occupancy.

Same-Store Operating Expenses. Total operating expenses for the Predecessor’s same-store stabilized
property portfolio for the year ended December 31, 2003 were $7,189 compared to $6,660 for the year ended
December 31, 2002, an increase of $529, or 7.9%. This increase was primarily due to increased payroll,
advertising, snow removal (due to heavy snow falls experienced in New England) and property taxes.

Common Contingent Share (“CCS”’) and Common Contingent Unit (‘‘CCU”’) Property Performance:

As described in the Company’s Prospectus for its IPO, upon the achievement of certain levels of net
operating income with respect to 14 of the Company’s pre-stabilized properties, the Company’s CCSs and the
Company’s operating partnership’s CCUs will convert into additional shares of common stock and operating
partnership units, respectively, beginning, with the quarter ending March 31, 2006. The average occupancy of
these 14 properties as of December 31, 2004 was 57.5% as compared to 36.4% at December 31, 2003. The table
below outlines the performance of the properties for the quarter and year ended December 31, 2004 and 2003,
respectively.

Company Predecessor Company Predecessor Company Predecessor
Quarter Ended Year Ended Year Ended
December 31, Percent December 31, Percent December 31, Percent
2004 2003 Change 2004 2003 Change 2003 2002 Change
CCS/CCU rental
revenues . ......... $ 1,805 $1,088 65.9% $ 6,043 $ 3,043 98.6% $ 3,043 $ 923 229.6%
CCS/CCU operating
expenses .......... 1,134 956 18.6% 4,606 3,097 48.7% 3,097 1,196 159.1%
Non CCS/CCU rental
revenues .......... 20,304 7915 156.5% 56,613 30,011 88.6% 30,011 27,888 7.6%
Non CCS/CCU
operating expenses . . 7,796 2967 162.7% 21,460 11,761 82.5% 11,761 10,444 12.6%

Total rental revenues ... 22,109 9,003  145.6% 62,656 33,054 89.6% 33,054 28811 14.7%
Total operating

expenses .......... 8930 3,923 127.6% 26,066 14,858 75.4% 14,858 11,640 27.6%
Properties included in
CCS/CCU ......... 14 13 14 13 13 8

Revenues for the quarter ended December 31, 2004 increased 65.9% as compared to the quarter ended
December 31, 2003. Expenses for the quarter ended December 31, 2004 increased 18.6%. Revenues for the year
ended December 31, 2004 increased 98.6% as compared to the quarter ended December 31, 2003. Expenses for
the year ended December 31, 2004 increased 48.7%.

CASH FLOWS
Comparison of the Year Ended December 31, 2004 to the Year Ended December 31, 2003

Cash used in operating activities was ($6,158) and ($8,526) for the years ended December 31, 2004 and
2003, respectively. The decrease in cash used was primarily due to lower cash funding requirements relating to
the Company’s lease-up properties.
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Cash used in investing activities was ($261,298) and ($59,206) for the years ended December 31, 2004 and
2003, respectively. The increase in 2004 is primarily the result of acquisitions of real estate assets.

Cash provided by financing activities was $280,039 and $73,017 for the years ended December 31, 2004
and 2003, respectively. The 2004 financing activities consisted primarily of net proceeds from share issuances of
$264,475, additional borrowings of $418,154, including borrowings to fund the purchase of 44 stabilized
properties and the development of existing projects, offset by the repayment of $325,917 of borrowings. The
2003 financing activities consisted primarily of additional borrowings of $106,323 offset by the repayment of
$61,613 of borrowings.

Comparison of the Year Ended December 31, 2003 to the Year Ended December 31, 2002

Cash provided by (used in) operating activities was ($8,526) and $1,613 for the years ended December 31,
2003 and 2002, respectively. The increase in 2003 was primarily due to the increased net loss and use of cash for
working capital in 2003. Properties acquired in 2003 and 2002 continued to increase in occupancy, but it was still
necessary to fund the cash shortfalls relating to these properties.

Cash used in investing activities was ($59,206) and ($69,249) for the years ended December 31, 2003 and
2002, respectively. The decrease in 2003 was due primarily to the sale of a property in Kings Park, New York for
$6,241 to Extra Space East One, LLC. Development activity in 2003 was similar to 2002.

Cash provided by financing activities was $73,017 and $66,863 for the years ended December 31, 2003 and
2002, respectively. The increase in 2003 was due primarily to additional net borrowings and additional equity
contributions by members. These borrowings have been primarily in the form of construction loans on
development properties and mortgage loans on operating properties.

2004 OPERATIONAL SUMMARY

The 2004 year proved to be challenging for the Company. Not only did it become a public company and
overcome the requisite obstacles, but it also faced strong competition in most of the markets where it operates.

The first three months of 2004 signaled a return to increased revenues and occupancy for the Company. This
was also true for most public and private self-storage operators. However, during the second quarter, the
Company saw its rental activity and corresponding occupancy begin to drop on a year-on-year basis. The
Company believes this was due to strong competitive pressures in certain markets, where of the Company’s
properties are located. High levels of discounting and aggressive pricing by certain competitors continued well
into the third and fourth quarter of 2004.

The Company also became more aggressive in terms of its promotional strategy, moving from site-level
promotions to unit-level promotions that its software can stringently control. This combination negatively
affected second and third quarter results.

The Company instituted several in-house initiatives and marketing promotions in the third quarter. These
tactics, combined with additional less-stringent promotional rules at properties proved to stimulate occupancy
and revenue growth. During the third quarter, and into the fourth quarter, the Company witnessed positively
trending improvement in both revenue and occupancy on a year-on-year basis. Despite increased promotional
activity in the third and fourth quarters, promotional discounts at the 31 wholly owned, same-store properties
were 24.1% below 2003 discounting levels.

The Company experienced flat move-in activity as compared to 2003, while move-out activity was slightly
lower. Occupancies remained essentially flat on a year-on-year basis. California, Florida and New Jersey were
the strongest regions in terms of revenue growth for the year ended December 31, 2004, while Massachusetts and
Pennsylvania were the weakest.
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OUTLOOK

The Company has seen marked improvement in its recent year-on-year performance with both occupancy
and revenue. Though there can be no assurance that this trend will continue, the Company believes that positive
economic conditions and its use of real real-time pricing and promotions, will continue to provide the Company
with the opportunity to grow revenues.

The Company anticipates increased competition from all operators, both public and private, in all of the
markets in which the Company operates in 2005. Despite this, the Company expects continued improvement in
the operating climate for self-storage operators, particularly for those with well-located, highly visible, and
efficiently managed self-storage properties. The Company will continue to enhance operational processes and
implement technology to maximize its effectiveness as an operator.

REVENUE OUTLOOK

2004 signaled a gradual return to increased revenues and occupancy for many operators. This was also true
for the Company and the Predecessor, as illustrated by same-store revenue growth and net operating income
growth. With the use of the Company’s STORE software technology, the Company aims to achieve not the
highest level of occupancy, but the highest sustainable level of revenue to increase shareholder value. This may
mean lower occupancy levels when compared on a year-on-year basis. The Company will also continue to
selectively discount certain sites and units based on occupancy, availability, and competitive parameters that are
controlled through the Company’s software.

Discounting, though substantially lower in 2004 on a same-store portfolio comparison from 2003, remains
an important factor for the Company. The Company’s evolving system of analyzing different data as it relates to
site performance, customer behavior, competitive variables and its operational experience will drive site-level
and portfolio performance in the future.

As the Company continues to grow, media opportunities that only a few companies currently possess in the
industry will become available. Currently, select marketing programs have been targeted on a local level. The
Company seeks to both continue to stretch its marketing dollar further and investigate other marketing channels
to better communicate its services to prospective customers.

EXPENSE OUTLOOK

Property taxes and insurance costs were the main components of 2004°s increased operating expenses. An
increase in credit card merchant fees had both positive and negative impacts, as it signified customers placing
their monthly rental purchases on an auto-pay format that eliminates manual processes for the Company’s site
personnel, but also resulted in higher fees. The Company believes that expenses such as credit card merchant fees
are somewhat controllable and should be brought in line with prior years through proactive negotiating by the
Company. In regards to the same-store group of properties, the Company is forecasting no major increase in
repairs and maintenance in 2005. The unknown factor regarding repairs and maintenance will be the snow
removal situation in the eastern United States as a result of several major storms in early 2005. The Company
believes that its insurance costs are controllable to an extent, and is hopeful that they will decrease in the future
through continued refinement of insurance and risk management processes.

LIQUIDITY AND CAPITAL RESOURCES

As of December 31, 2004, the Company had approximately $24,329 available in cash and cash equivalents.
The Company will be required to distribute at least 90% of its net taxable income, excluding net capital gains, to
its shareholders on an annual basis to maintain its qualification as a REIT. The Company intends to use this cash
to purchase additional self-storage properties in the first quarter of 2005. Therefore, it is unlikely that the
Company will have any substantial cash balances that could be used to meet its liquidity needs. Instead, these
needs must be met from cash generated from operations and external sources of capital.
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On September 9, 2004, the Company, as guarantor, and its Operating Partnership entered into a $100
million revolving line of credit (“Credit Facility”), which includes a $10 million swingline sub facility. The
Credit Facility is collateralized by self-storage properties. The Operating Partnership intends to use the proceeds
of the Credit Facility for general corporate purposes and acquisitions. As of December 31, 2004, the Credit
Facility has approximately $63.5 million of capacity based on the assets collateralizing the Credit Facility. The
outstanding principal balance of the Credit Facility at December 31, 2004 was $39.0 million and is due
September 2007.

On October 4, 2004, the Company entered into a reverse interest rate swap with U.S. Bank National
Association, relating to the Company’s existing $61,770 fixed rate mortgage due 2009 with Wachovia Bank.
Pursuant to the swap agreement, the Company will receive fixed interest payments of 4.30% and pay variable
interest payments based on the one-month LIBOR plus .0655% on a notional amount of $61,770. There were no
origination fees or other up front costs incurred by the Company in connection with the swap agreement.

As of December 31, 2004, the Company had approximately $473 million of debt, resulting in a debt to total
capitalization ratio of approximately 53.2%. The Company’s variable rate instruments increased by $61.8 million
upon completion of the reverse interest rate swap. As of December 31, 2004, the ratio of total fixed rate debt and
other instruments to total debt is approximately 59.1%. The weighted average interest rate of the total of fixed
and variable rate debt at December 31, 2004 is approximately 4.5%.

The Company expects to fund its short-term liquidity requirements, including operating expenses, recurring
capital expenditures, dividends to shareholders, distributions to holders of OP units and interest on its
outstanding indebtedness out of its operating cash flow, cash on hand and borrowings under the Credit Facility.

Long-Term Liquidity Needs

The Company’s long-term liquidity needs consist primarily of distributions to shareholders, new facility
development, property acquisitions, principal payments under the Company’s borrowings and non-recurring
capital expenditures. The Company does not expect that its operating cash flow will be sufficient to fund its long
term liquidity needs and instead expects to fund such needs out of additional borrowings, joint ventures with
third parties, and from the proceeds of public and private offerings of equity and debt. The Company may also
use OP Units as currency to fund acquisitions from self-storage owners who desire tax-deferral in their exiting
transactions.

FINANCING STRATEGY

The Company will continue to employ leverage in its capital structure in amounts determined from time to
time by its board of directors. Although its board of directors has not adopted a policy, which limits the total
amount of indebtedness that the Company may incur, it will consider a number of factors in evaluating the
Company’s level of indebtedness from time to time, as well as the amount of such indebtedness that will be
either fixed or variable rate. In making financing decisions, the Company’s board of directors will consider
factors including but not limited to:

» the interest rate of the proposed financing;

» the extent to which the financing impacts flexibility in managing its properties;
e prepayment penalties and restrictions on refinancing;

e the purchase price of properties acquired with debt financing;

* long-term objectives with respect to the financing;

e target investment returns;

e the ability of particular properties, and the Company as a whole, to generate cash flow sufficient to
cover expected debt service payments;
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e overall level of consolidated indebtedness;
* timing of debt and lease maturities;
e provisions that require recourse and cross-collateralization;

e corporate credit ratios including debt service coverage, debt to total capitalization and debt to
undepreciated assets; and

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

The Company’s indebtedness may be recourse, non-recourse or cross-collateralized. If the indebtedness is
non-recourse, the collateral will be limited to the particular properties to which the indebtedness relates. In
addition, the Company may invest in properties subject to existing loans collateralized by mortgages or similar
liens on the Company’s properties, or may refinance properties acquired on a leveraged basis. The Company may
use the proceeds from any borrowings to refinance existing indebtedness, to refinance investments, including the
redevelopment of existing properties, for general working capital or to purchase additional interests in
partnerships or joint ventures or for other purposes when the Company believes it is advisable.

OFF-BALANCE SHEET ARRANGEMENTS

Except as disclosed in the notes to the Company’s financial statements, the Company does not currently
have any relationships with unconsolidated entities or financial partnerships, such as entities often referred to as
structured finance or special purposes entities, which typically are established for the purpose of facilitating off-
balance sheet arrangements or other contractually narrow or limited purposes. Further, except as disclosed in the
notes to the Company’s financial statements, the Company has not guaranteed any obligations of unconsolidated
entities nor does it have any commitments or intent to provide funding to any such entities. Accordingly, the
Company is not materially exposed to any financing, liquidity, market or credit risk that could arise if it had
engaged in these relationships.

CONTRACTUAL OBLIGATIONS

The following table summarizes the Company’s contractual obligations as of December 31, 2004:

Payments due by Period at December 31, 2004

Less Than After
Total 1 Year 1-3 Years  4-5 Years 5 Years
Operating leases . .............ooiiniienennon... $ 19,304 $ 1,495 $ 1,626 $ 1,418 $14,765
Mortgage debt
Interest .. ... 88,138 19,093 34,996 27,673 6,376
Principal ....... ... . . .. ... 472,977 51,566 45440 298,559 77,412
Total contractual obligations . ...................... $580,419 $72,154 $82,062 $327,650 $98,553

Mortgage interest payments are calculated using a weighted average interest rate of 4.7% for all fixed and
4.2% on all variable rate loans as of December 31, 2004.

SEASONALITY

The self-storage business is subject to seasonal fluctuations. A greater portion of revenues and profits are
realized from May through September. Historically, the Company’s highest level of occupancy has been as of the
end of July, while its lowest level of occupancy has been in late February and early March. Results for any
quarter may not be indicative of the results that may be achieved for the full fiscal year.
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RECENT ACCOUNTING PRONOUNCEMENTS

In December 2004, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 123 (revised
2004), “Share-Based Payment” (“SFAS No. 123-R”), which is a revision of SFAS No. 123, “Accounting for
Stock-Based Compensation.” SFAS No. 123-R supersedes Accounting Principles Board Opinion No. 25,
“Accounting for Stock Issued to Employees,” and amends SFAS No. 95, “Statement of Cash Flows.” This
statement requires the fair value of all share-based payments to employees to be recognized in the consolidated
statement of operations. SFAS No. 123-R is effective for the Company beginning on July 1, 2005. The Company
expects to adopt SFAS No. 123-R using the modified prospective method, which requires the recognition of
expense over the remaining vesting period for the portion of awards not fully vested as of July 1, 2005. The
Company estimates its expense in the third and fourth quarters of 2005, relating to outstanding options at
December 31, 2004, will be $91 per quarter.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk
Market Risk

Market risk refers to the risk of loss from adverse changes in market prices and interest rates. The
Company’s future income, cash flows and fair values of financial instruments are dependent upon prevailing
market interest rates.

Interest Rate Risk

Interest rate risk is highly sensitive to many factors, including governmental monetary and tax policies,
domestic and international economic and political considerations and other factors beyond the Company’s
control.

As of December 31, 2004, the Company had $473 million in total debt of which $194 million is subject to
variable interest rates (including the $61.8 million on which the Company has the reverse interest rate swap). If
LIBOR were to increase or decrease by 100 basis points, the increase or decrease in interest expense on the
variable rate debt would increase or decrease future earnings and cash flows by approximately $1.9 million
annually.

Interest rate risk amounts were determined by considering the impact of hypothetical interest rates on the
Company’s financial instruments. These analyses do not consider the effect of any change in overall economic
activity that could occur. Further, in the event of a change of that magnitude, the Company may take actions to
further mitigate its exposure to the change. However, due to the uncertainty of the specific actions that would be
taken and their possible effects, these analyses assume no changes in the Company’s financial structure.

The fair value of fixed rate notes payable at December 31, 2004 was $333,579. The carrying value of these
fixed rate notes payable at December 31, 2004 was $340,669.
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Report of Independent Registered Public Accounting Firm

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

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of
operations, of redeemable units and members’ and shareholders’ equity (deficit) and of cash flows present fairly,
in all material respects, the financial position of Extra Space Storage Inc. and its subsidiaries (the “Company”) at
December 31, 2004 and 2003, and the results of their operations and their cash flows for each of the three years
in the period ended December 31, 2004 in conformity with accounting principles generally accepted in the
United States of America. In addition, in our opinion, the financial statement schedule listed in the accompanying
index presents fairly, in all material respects, the information set forth therein when read in conjunction with the
related consolidated financial statements. These financial statements and financial statement schedule are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements and financial statement schedule based on our audits. We conducted our audits of these statements in
accordance with the standards of Public Company Accounting Oversight Board (United States). These standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

/s/ PricewaterhouseCoopers LLP

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

Consolidated Balance Sheets
(Dollars in thousands, except share data)

Assets:

Real estate assets:
Net operating real estate aSSets . . .. ...ttt ittt
Real estate under development .. ........... .. .. .. .

Netreal estate asSets . . ..ot u i e e

Investments in real eState VeNtUIES . ... ..t u ittt e e e
Cash and cash equivalents .. ............ ittt
Restricted cash .. ... ...
Receivables from related parties ............... . ittt
Other aSSets, NEL . . o oot e e e e e e e

Total @SSEtS . .o v vt e

Liabilities, Minority Interests, Redeemable Units and Members’ and
Shareholders’ Equity (Deficit):

Linesof credit ... ... o
Notes payable . .. ...
Accounts payable and accrued eXpenses . ... ...
Payables to related parties .. ... ... e
Putable preferred interests in consolidated joint ventures, net . .....................
Other Habilities . . ... ... o

Total liabilities . ... ... ...

Minority interest in Operating Partnership .. ......... .. .. .. .. . . o ...
Redeemable minority interest—Fidelity ............ .. .. ... . ... .. . . . ...
Other MINOTILY INEBIESTS . . . o\ vttt ettt e e e e e e e et

Redeemable Class C UNits . ...t e e e
Redeemable Class EUNItS ... ... e e e e

Commitments and contingencies

Members’ and shareholders’ equity (deficit):
Class A UNItS .. oot e e e e
Class B UNILS . ... e e e e e e
Note receivable from Centershift ............. ... ... ... .. . . . ... . ... ...
Preferred Stock, $0.01 par value, 50,000,000 shares authorized, no shares issued or
outstanding . ... ... ...
Common Stock, $0.01 par value, 200,000,000 shares authorized, 31,169,950
shares issued and outstanding at December 31,2004 ......................
Paid-incapital .. ... ...
Accumulated defiCit . ... ... . .

Total members’ and shareholders’ equity (deficit) ..................

Total liabilities, minority interests, redeemable units and members’ and
shareholders’ equity (deficit) .......... ... ... ... .. ...

See accompanying notes.
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Company  Predecessor

December 31,

2004 2003

$ 694,936 $274,434
1,963 79,940

696,899 354,374

6,182 8,438
24,329 11,746
4,430 1,558
2,501 2,066
14,143 5,569

$ 748,484  $383,751

$ 39,000 $ 18,921
433,977 254,887
3,444 2,318

— 24,824

— 33,434

7,003 5,276

483,424 339,660

21,453 —
— 17,966
— 4,424

— 11,208
— 14,900

— 5,226
— 48,274
— (4,493)

312 —
347,883 —
(104,588)  (53,414)

243,607 (4,407)

$ 748,484  $383,751




Extra Space Storage Inc.

Consolidated Statements of Operations
(Dollars in thousands, except per share data)

Company Predecessor
For the Year Ended December 31,
2004 2003 2002
Revenues:
Property rental .. ....... ... ... .. $ 62,656 $ 33,054 $ 28,811
Management fees . . ... 1,651 1,935 2,018
Acquisition and development fees ......................... 1,200 654 922
Other inCome . . ... ...t e e 464 618 635
Total Revenues ............ ... 65,971 36,261 32,386
Expenses:
Property operations . ..............o.iiiii i 26,066 14,858 11,640
Unrecovered development/acquisition costs and support
PAYMENLS . .ottt ettt e e 739 4,937 1,938
General and administrative .. ........ .. 12,465 8,297 5,916
Depreciation and amortization . .................cenin.... 15,552 6,805 5,652
Total EXpenses . ........ ..., 54,822 34,897 25,146
Income before interest expense, loss on debt extinguishments, minority
interests, equity in earnings of real estate ventures and gain on sale
of real estate VENTUIES . . ... ..ottt e 11,149 1,364 7,240
INterest EXpense . . . ..ottt (28,491) (18,746) (13,894)
Loss on debt extinguishments . ........... .. ..., (3,523) — —
Minority interest—Fidelity preferred return .. .................... (3,136) (4,132) (3,759)
Minority interest—Operating Partnership . ....................... 113 — —
(Income) loss allocated to other minority interests ................. 2,290 1,431 (100)
Equity in earnings of real estate ventures ........................ 1,387 1,465 971
Loss before gain on sale of real estate assets . . .................. (20,211) (18,618) (9,542)
Gain on sale of real estate assets ..............c.iniiiiniinrn... 1,749 672 —
Netloss . ... i e $ (18462) $ (17,946) $ (9,542)
Preferred return on Class B, C,and Eunits ...................... (5,758) (5,336) (4,525)
Loss on early redemption of Fidelity minority interest . . ............ (1,478) — —
Net loss attributable to common shareholders .................. $  (25,698) $ (23,282) $ (14,067)
Basic 1oss per share (1) ... ...t $ (1.68) $ (5.62) $ (3.84)
Diluted loss per share (1) ... ......uuuuuiiiiiiiiiiiienn $ (1.68) $ (5.62) $ (3.84)
Weighted average basic shares outstanding ...................... 15,282,725 4,141,959 3,665,743
Weighted average diluted shares outstanding .. ................... 15,282,725 4,141,959 3,665,743

(1) The basic and diluted loss per share does not include the potential effects of the CCSs and CCUs as such
securities would not have participated in earnings for any of the periods presented. These securities will not
participate in distributions until they are converted, which cannot occur prior to March 31, 2006.

See accompanying notes.
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Extra Space Storage Inc.

Consolidated Statements of Redeemable Units and Members’ and Shareholders’ Equity (Deficit)
(Dollars in thousands, except unit and share data)

Predecessor
Balances at December 31, 2000 . ... ... ... ..

Member units issued in acquisition of a real estate asset: A units (259,425 units) and B units (294,014 units) ..........
Advances to Centershift ... ... ... ...
Accrued interest on advances to Centershift .......... ... ... . . ..
Member contributions: A units (4,763,526 units) and B units (5,100,000 units) . . ............ it
Redemption of units: C units (527,680 units) and B units (71,542 units) . ............uuuuuuniinnnn.
Non-cash distribution Of @SSets . . . . ... ...
Return paid on Class C and Class E UNItS ... .. ... ...t
Nt 0SS oottt

Balances at December 31, 2002 . . ... ... ...

Member units issued in acquisition of a real estate asset: C units (1,021,024 units) and A units (900,905 units) ........
Advances to Centershift ... ... ... .
Accrued interest on advances to Centershift . ......... ... . .
Member contributions: C units (6,867,514 units), A units (16,218,769 units) and B units (6,505,986 units) ............
Redemption of units: C units (324,585 units), A units (100,263) and B units (1,870,943) ..........................
Return paid on Class C and Class Eunits .. ... .. .. ... s
Nt L08S ottt

Balances at December 31, 2003 . . .. ... .

Member units issued in acquisition of real estate assets: C units (2,467,715 units), A units (1,593,665 units) and B units
(241,513 UNILS) o oottt ettt et e e e e e
Member units issued in exchange for receivables: C units (944,370 units) and A units (6,666,667 units) ..............
Members units issued to repay notes and related party payables: C units (1,466,250 units) and A units (862,500 units) ..
Member units granted to employees: A units (4,016,838 units) ............... ... .
Member contributions: C untis (14,985,500 units), A units (10,015,000 units) and B units (1,700,000 units) ...........
Redemption of units: C units (20,835 units) and B units (222,500 units) . ............c.c.uuuuuinnn..
Redempion of units in exchange for note payable: A units (3,000,000 units) and B units (1,141,064 units) ............
Redempion of units in exchange for land: C units (846,396 units) ............. ... ... .. .. ... i
Distribution of equity ownership in Extra Space Development ................ ... ... ... ... ... i
Distribution of note receivable from Centershift ... ... ... ... ...
Return earned on Class B, Cand EUnNits . .. ... ... o ittt ettt
Nt 0SS ottt ettt e e e e

Balances at August 16, 2004 . ... ...
Company

Issuance of common stock (7,939,950 shares) and CCUs (3,888,843 shares) in exchange for units: C units (25,832,407),
E units (14,900,000), A units (77,474,775) and B units (34,339,370 units) ...................oiiiiiiiii...
Redemption of units: C units (4,372,358), A units (70,000 units) and B units (14,735,162 units) ....................
Adjustment to establish minority interest in Operating Partnership . .......... ... ... ... .. . . i ..
Deconsolidation of Extra Space Development real estate VENtUIES . . ... ... .vutttn ettt
Issuance of common shares in initial public offering, net of offering costs (23,230,000 shares) .....................
Nt 0SS e
Loss on early redemption of minority interest—Fidelity ... ... ... ... .
Dividends paid on common stock at $0.3388 pershare . ............. ...

Balances at December 31, 2004 . . .. ... ..

Redeemable

Units

Members’ and Shareholders’ Equity

Note Receivable

Total Members’ and

Class Cand E Class A and B from Common  Paid-in  Accumulated Shareholders’
Units Units Centershift Stock Capital Deficit Equity (Deficit)
$ 19,072 $ 39,100 $ — $— $ — $(22,707) $ 16,393
— 346 — — — — 346
— — (2,259) — — — (2,259)
— — (126) — — — (126)
— 6,000 — — — — 6,000
(528) (72) — — — — (72)
— — — — (699) (699)
— — — — — (1,069) (1,069)
— — — — — (9,542) (9,542)
18,544 45,374 (2,385) — — (34,017) 8,972
1,021 180 — — — — 180
— — (1,798) — — — (1,798)
— — (310) — — — (310)
6,868 9,847 — — — — 9,847
(325) (1,901) — — — — (1,901)
— — — — — (1,451) (1,451)
— — — — — (17,946) (17,946)
26,108 53,500 (4,493) — — (53,414) (4,407)
2,468 720 — — — — 720
944 2,000 — — — — 2,000
1,466 259 259
— 1,205 — — — — 1,205
14,986 4,705 — — — — 4,705
(21) (223) — — — — (223)
— (3,700) — — — — (3,700)
(846) — — — — — —
— — — — (9,000) (9,000)
— — 4,493 — — (4,493) —
— — — — — (7,181) (7,181)
— — — — — (17,181) (17,181)
45,105 58,466 — — — (91,269) (32,803)
(40,733) (43,953) — 80 84,606 — 40,733
(4,372) (14,513) — — — — (14,513)
— — — — (8,481) — (8,481)
— — — — 7,515 — 7,515
— — — 232 264,243 — 264,475
— — — — — (1,281) (1,281)
— — — — — (1,478) (1,478)
— — — — — (10,560) (10,560)
5 — $  — $ — $312  $347,883  $(104,588) $243,607

See accompanying notes.




Extra Space Storage Inc.

Consolidated Statements of Cash Flows
(Dollars in thousands)

Company Predecessor
For the year ended December 31,
2004 2003 2002
Cash flows from operating activities:
Nt 108 .« ot ettt et e $ (18,462) $(17,946) $ (9,542)
Adjustments to reconcile net loss to net cash provided by (used in) operating
activities:
Depreciation and amortization . ............c.. ..ot 15,552 6,805 5,652
Amortization of discount on putable preferred interests in consolidated joint
VENTUIES .« . o ot e e e e e e e e e e e e 1,088 1,311 554
Minority interest—Fidelity preferred return . . ......... ... ... ... .. ... 3,136 4,132 3,759
Income (loss) allocated to other minority interests . ...................... (2,403) (1,431) 100
Member units granted to employees . . .. ...t 1,205 — —
Gain on sale of real estate assets . ............oiiiiiiii (1,749) (672) —
Distributions from real estate ventures in excess of earnings (earnings in excess
Of diStribUtions) . . . ..ot v e 493 802 1,885
Accrued interest on advances to Centershift ............................ — (310) (126)
Increase (decrease) in cash due to changes in:
Receivables from related parties . . ... (2,573) 1,068 (4,227)
Other @SSeLS . . o .ottt et e e e e e e 1,330 927 1,903
Accounts payable ... ... 2,020 (1,312) (2,199)
Payables to related parties ........... .. — 174 300
Other liabilities ... ... ... (5,795) (2,074) 3,554
Net cash provided by (used in) operating activities . ...................... (6,158) (8,526) 1,613
Cash flows from investing activities:
Acquisition of real estate assets . ... ... ... (245,717) — (4,745)
Development and construction of real estate assets .. ......................... (19,487) (62,632) (60,688)
Proceeds from sale of real estate assets .................... ... ..., 7,896 6,241 —
Investments in real estate VENTUIES . . ... ..ottt e e e (793) (144) (2,973)
Payments from (advances to) Centershift and Extra Space Development . ......... 3,562 (1,798) (2,259)
Purchase of equipment . ........... .. (1,575) (798) (158)
Increase in cash resulting from de-consolidation of real estate assets and distribution
of equity ownership in Extra Space Development and other properties ......... 424 428 1,263
Change inrestricted cash . ...... ... . . (5,608) (503) 311
Net cash used in investing activities . .. ...t .. (261,298)  (59,206) (69,249)
Cash flows from financing activities:
Proceeds from line of credit and notes payable ................ ... ... ... ..... 418,154 106,323 86,567
Payments on line of credit and notes payable .. ........ ... .. ... .. .. . ... (325,917)  (61,613) (38,749)
Deferred financing CoSts . . ... ..ottt e (8,393) (420) (1,194)
Payments on other liabilities . . . ......... ... (15) (113) (172)
Net advances from (payments to) related parties and putable preferred interests in
consolidated JOINt VENTUIES . . ... oottt ettt e e e e e (35,627) 15,628 24,905
Member contributions . . .. .. ...t e 19,691 16,715 6,000
Return paid on Class B, Cand E member units ................ ... .. ... ...... (7,181) (1,451) (1,069)
Redemption of UNits .. ... oo (19,129) (2,226) (600)
Minority interest iNVEStMENES . . . .« .v ittt et e et e e e 8,086 3,040 6,536
Minority interest distributions . ........... ... (30) (566) (13,967)
Distributions to Operating Partnership unitholders .. ........... ... ... ...... (935) — —
Proceeds from issuance of common shares,net . ........... ... ... .. ... ..... 264,475 — —
Dividends paid on common StocK . ........ .. (10,560) — —
Minority interest investment (redemption) by Fidelity ........................ (15,558) — 709
Preferred return paid to Fidelity ............ ... . i (7,022) (2,300) (2,103)
Net cash provided by financing activities . .. .......... ... .. ..., 280,039 73,017 66,863
Net increase (decrease) in cash and cash equivalents .. ............. ... .. .. ... .... 12,583 5,285 (773)
Cash and cash equivalents, beginning of the year ......... ... . ... ... ... ...... 11,746 6,461 7,234
Cash and cash equivalents, end of theyear .............. ... .. .. iiiiiiinaon.. $ 24329 $ 11,746 $ 6,461
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Extra Space Storage Inc.

Consolidated Statements of Cash Flows—(Continued)

(In thousands)
Company Predecessor
For the year ended December 31,
2004 2003 2002

Supplemental schedule of cash flow information
Interest paid, net of amounts capitalized ... ........... ... ittt $ 30,610 $17,892 $12,863
Supplemental schedule of noncash investing and financing activities:
Acquisitions (Note 4):

Real estate assets . . ... ..ttt e $59,740 $ 5253 $ 8,326

Payables to related parties . . ... (21,827) — (2,980)

Notes payable . ... ... (18,565)  (2,500)  (5,000)

Other lHabilities . ... ... ot (2,139) (1,552 —

Minority interest in Operating Partnership ........ ... ... . ... ... ... ....... (14,021)

Member UNILS . . ..ottt et e e (3,188) — —
Member units issued in exchange for receivables .. .......... ... ... . . i 2,944 — —
Member units issued to repay notes and related party payables . ............ ... ... ..... 1,190 — —
Redemption of units in exchange for note payable ... ......... ... ... ... ... ..... 3,700 — —
Adjustment to establish minority interest in Operating Partnership ..................... 8,481 — —
Redemption of units in exchange forland .......... .. ... ... .. .. .. il 846 — —

See accompanying notes.
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1. DESCRIPTION OF BUSINESS
Business

Extra Space Storage Inc. (the “Company”) is a self-administered and self-managed real estate investment
trust (“REIT”), formed as a Maryland corporation on April 30, 2004 to own, operate, acquire and develop self-
storage facilities located throughout the United States.

The Company’s interest in its properties is held through its operating partnership Extra Space Storage LP, a
Delaware limited partnership (the “Operating Partnership”), and its primary assets are general partner and limited
partner interests in the Operating Partnership. This structure is commonly referred to as an umbrella partnership
REIT, or UPREIT. The Company has elected to be taxed as a REIT under the Internal Revenue Code of 1986, as
amended. To the extent the Company continues to qualify as a REIT, it will not be subject to tax, with certain
limited exceptions, on the taxable income that is distributed to its shareholders.

The Company invests in self-storage facilities by acquiring or developing wholly owned facilities or by
acquiring an equity interest in real estate entities, which own facilities. At December 31, 2004, the Company had
direct and indirect equity interests in 140 storage facilities located in 20 states and operating under the “Extra
Space Storage” name.

The Company operates in two distinct segments: the Property Management and Development segment and
the Rental Operations segment. The Company’s Property Management and Development activities include
acquiring, managing, developing and selling self-storage facilities. The Rental Operations include rental
operations of self-storage facilities. No single tenant accounts for more than 5% of rental income.

Initial Public Offering

On August 17, 2004, the Company completed its initial public offering (the “Offering”) pursuant to which it
sold 20,200,000 shares of common stock, with proceeds to the Company of $234,825, net of offering costs of
$17,675. As part of the Offering, the Company granted the underwriters the right to purchase an additional
3,030,000 shares within thirty days after the Offering to cover any over-allotments. On September 1, 2004, the
underwriters exercised their right and purchased 3,030,000 shares of common stock with proceeds to the
Company of $35,224, net of offering costs of $2,651. The Company also paid additional offering costs of $5,574
as part of the Offering.

In connection with the closing of the Offering, the Company also consummated various formation
transactions. These formation transactions are described in detail in this report and in the Company’s Registration
Statement on Form S-11 filed with the Securities and Exchange Commission (the “SEC”) in connection with the
Offering. The Company succeeded to the business conducted by Extra Space Storage LLC (the “Predecessor”), a
Delaware limited liability company.

In connection with the Offering, the existing holders of Class A, Class B, Class C and Class E Units in the
Predecessor exchanged these Units for an aggregate of 7,939,950 shares of common stock, 1,608,437 Operating
Partnership (“OP”) units, 3,888,843 contingent conversion shares (“CCSs”), 200,046 contingent conversion units
(“CCUs”) and $18,885 in cash. As a result of this exchange, the Predecessor became a wholly-owned subsidiary
of Extra Space Storage LP, a Delaware limited partnership (the “Operating Partnership’’), which was formed on
May 5, 2004 and as of December 31, 2004 is a 91.95% subsidiary of the Company. The transaction did not result
in a change in the carrying value of the Predecessor’s assets and liabilities because the exchange was accounted
for at historical cost as a transfer of assets between companies under common control.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The consolidated financial statements include the results of operations and financial condition of the
Predecessor for the period from January 1, 2004 through August 16, 2004 and the years ended December 31,
2003 and 2002 and the results of operations and financial condition of the Company for the period from
August 17, 2004 through December 31, 2004.

The consolidated financial statements are presented on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America and include the accounts of the Company
and its consolidated subsidiaries. All intercompany balances and transactions have been eliminated in consolidation.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

Real Estate Assets

Real estate assets are stated at cost less accumulated depreciation. Costs associated with the development,
construction, renovation, and improvement of real estate assets are capitalized. Interest, property taxes, and other
costs associated with development incurred during the construction period are capitalized as building costs.
Capitalized interest during the years ended December 31, 2004, 2003 and 2002 was $1,213, $2,593 and $2,071,
respectively. Expenditures for maintenance and repairs are charged to expense as incurred. Major replacements
and betterments that improve or extend the life of the asset are capitalized and depreciated over their estimated
useful lives. Depreciation is computed using the straight-line method over the estimated useful lives of the
buildings and improvements, which are generally between 5 and 39 years.

In connection with the Company’s acquisition of properties, the purchase price is allocated to the tangible
and intangible assets and liabilities acquired based on their estimated fair values. The value of the tangible assets,
consisting of land and buildings, are determined as if vacant, that is, at replacement cost. Intangible assets, which
represent the value of tenant relationships, are recorded at their fair values.

Because the Company’s leases are month-to-month, no value is assigned to acquired in-place leases other
than the tenant relationship. The Company measures the value of tenant relationships based on the Company’s
historical experience with turnover in its facilities. The Company amortizes the tenant relationships on a straight-
line basis over the estimated life that a tenant utilizes the facility (18 months).

Intangible lease rights represent purchase price amounts allocated to leases on two properties that cannot be
classified as ground or building leases. These rights are amortized over the life of the lease.

Evaluation of Asset Impairment

The Company evaluates long-lived assets, which are held for use for impairment when events or
circumstances indicate that there may be an impairment. The Company compares the carrying value of these
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long-lived assets to the undiscounted future net operating cash flows attributable to the assets. An impairment
loss is recorded if the net carrying value of the asset exceeds the undiscounted future net operating cash flows
attributable to the asset. The impairment loss recognized equals the excess of net carrying value over the related
fair value of the asset. Management has determined no property is impaired and no impairment charges have
been recognized through December 31, 2004.

When real estate assets are identified by management as held for sale, the Company discontinues
depreciating the assets and estimates the fair value, net of selling costs. If, the estimated fair value, net of selling
costs, of the assets that have been identified for sale is less than the net carrying value of the assets, a valuation
allowance is established.

Investments in Real Estate Ventures

For acquisitions of an interest in an entity, the Company evaluates the entity to determine if the entity is
deemed a Variable Interest Entity (“VIE”), and if the Company is deemed to be the primary beneficiary, in
accordance with FASB Interpretation No. 46R, “Consolidation of Variable Interest Entities” (“FIN 46R”).
Entities that meet one or more of the criteria listed below are considered VIEs.

e Equity investment is not sufficient to allow the entity to finance its activities without additional third
party financing;

e The equity investors, as a group do not have the direct or indirect ability to make decisions about the
entity’s business;

e The equity investors, as a group are not obligated to absorb the expected losses of the entity;

e The equity investors, as a group do not have the right to receive the expected residual returns of the
entity; and

e The equity investors’ voting rights are not proportionate to its economic interests, and substantially all
of the entity’s activities either involve or are conducted on behalf of an investor that has
disproportionately few voting rights.

The Company consolidates the entities that are VIEs and the Company is deemed to be the primary
beneficiary of the VIE. For entities where the Company is not deemed to be the primary beneficiary or the entity
is not deemed a VIE and the Company’s ownership is 50% or less and has the ability to exercise significant
influence are accounted for under the equity method, i.e. at cost, increased or decreased by the Company’s share
of earnings or losses, less distributions. The Company will reconsider its determination of whether an entity is a
VIE and who the primary beneficiary is if certain events occur that are likely to cause a change in the original
determinations.

Annually, management assesses whether there are any indicators that the value of the Company’s
investments in unconsolidated real estate ventures may be impaired. An investment is impaired only if
management’s estimate of the fair value of the investment is less than the carrying value of the investment. To
the extent impairment has occurred, and it is considered to be other than temporary, the loss is measured as the
excess of the carrying amount of the investment over the fair value of the investment. No impairment charges
have been recognized through December 31, 2004.
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Cash and Cash Equivalents

The Company’s cash is deposited with financial institutions located throughout the United States of America
and at times may exceed federally insured limits. The Company considers all highly liquid debt instruments with a
maturity date of three months or less to be cash equivalents.

Restricted Cash

Restricted cash is comprised of escrowed funds deposited with financial institutions located in various states
relating to earnest money deposits on potential acquisitions and real estate taxes. As of December 31, 2004 and
2003, the Company has debt agreements that require the Company to have unrestricted cash of $1,500 available
at all times.

Other Assets

Other assets consist primarily of equipment and fixtures, accounts receivable, deferred financing costs and
capitalized advertising costs. Depreciation of equipment and fixtures is computed on a straight-line basis over
three to seven years. Deferred financing costs are amortized using the effective interest method over the terms of
the respective debt agreements. Capitalized direct response advertising costs are amortized to property operating
expenses over a thirty-month period on a straight-line basis.

Derivative Instruments and Hedging Activities

Statement of Financial Accounting Standards (“SFAS”) No. 133, “Accounting for Derivative Instruments
and Hedging Activities,” as amended and interpreted, establishes accounting and reporting standards for
derivative instruments and hedging activities. The accounting for changes in the fair value of derivatives depends
on the intended use of the derivative and the resulting designation. Derivatives used to hedge the exposure to
changes in the fair value of an asset, liability or firm commitment attributable to a particular risk, are considered
fair value hedges. Derivatives used to hedge the exposure to variability in expected future cash flows, or other
types of forecasted transactions, are considered cash flow hedges.

For derivatives designated as fair value hedges, changes in the fair value of the derivative and the hedged
item related to the hedged risk are recognized in earnings. For derivatives designated as cash flow hedges, the
effective portion of changes in the fair value of the derivative is initially reported in other comprehensive income
(loss), outside of earnings and subsequently reclassified to earnings when the hedged transaction affects earnings.

In October 2004, the Company entered into a reverse interest rate swap agreement (“Swap Agreement”) to
float $61,770 of 4.30% fixed interest rate secured notes due in June 2009. Under this Swap Agreement, the
Company will receive interest at a fixed rate of 4.30% and pay interest at a variable rate equal to LIBOR plus
0.655%. The Swap Agreement matures at the same time the notes are due. This Swap Agreement is a fair value
hedge, as defined by SFAS No. 133, and the fair value of the Swap Agreement is recorded as an asset or liability,
with an offsetting adjustment to the carrying value of the related note payable. Monthly interest payments are
recognized as an increase or decrease in interest expense.

The estimated fair value of the Swap Agreement at December 31, 2004 is a liability of $532. For the year
ended December 31, 2004, interest expense has been reduced by $243 as a result of the Swap Agreement.
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Fair Value of Financial Instruments

The carrying values reflected in the consolidated balance sheets at December 31, 2004 and 2003
approximate the fair values of cash and cash equivalents, receivables, other financial instruments included in
other assets, accounts payable, variable rate notes payable and other liabilities. The fair value of fixed rate notes
payable at December 31, 2004 was $333,579. The carrying value of these fixed rate notes payable at December
31, 2004 was $340,669. At December 31, 2003, the carrying value of fixed rate notes payable approximated their
fair value.

Revenue and Expense Recognition

Rental revenues are recognized monthly based upon amounts that are currently due from tenants. Leases are
generally on month-to-month terms. Prepaid rents are recognized on a straight-line basis over the term of the
lease.

Management fee revenue is recorded monthly when earned; development and acquisition fee revenue is
recorded as development costs are incurred. Equity in earnings of real estate entities is recognized based on the
Company’s ownership interest in the earnings of each of the unconsolidated real estate entities.

The Company evaluates real estate sales for both sale recognition and profit recognition in accordance with
the provisions of SFAS No. 66, “Accounting for Sales of Real Estate”. In general, sales of real estate and related
profits/losses are recognized when all consideration has changed hands and risks and rewards of ownership have
been transferred. Certain types of continuing involvement preclude sale treatment and related profit recognition;
other forms of continuing involvement allow for sale recognition but require deferral of profit recognition. The
Predecessor has periodically sold existing properties into real estate joint ventures or identified properties for
acquisition by newly formed joint ventures in which it retains an interest. In connection with certain of these
transactions, the Predecessor and/or a significant unit holder provided certain financial guarantees to the lender;
or to support a put right on a portion of the joint venture partner’s interest that effectively provided for a return
on and of their investment. These arrangements preclude sale accounting under SFAS No. 66 and, accordingly,
the Predecessor has reflected these transactions using the financing method set forth in SFAS No. 66. Under this
method, the putable portions of these joint ventures partners’ interests are reflected as liabilities; the initial fair
value of the joint venture partners’ non-putable residual interests are reflected as minority interests with
offsetting discounts attributed to the liabilities associated with the putable interests, “putable preferred interests in
consolidated joint ventures.” These discounts are amortized using the effective interest method over the period
until the relevant put first becomes exercisable (generally a period of three to five years depending on the terms
of the individual transaction). The preferred return on the putable interest liabilities, plus the amortization of the
discounts, is reflected as interest expense in the consolidated statement of operations. The joint venture partners
are allocated their proportionate share of any profits, except that losses may not be allocated in excess of the
originally ascribed basis. Concurrent with the Offering, the Company redeemed all putable interest liabilities by
purchasing 100% of its partner’s interest in these properties.

Advertising Costs

The Company incurs advertising costs primarily attributable to yellow page, direct mail, internet and other
advertising. Direct response advertising costs are capitalized and amortized. The Company recognized $2,950,
$1,902 and $1,058 in advertising expense for the years ended December 31, 2004, 2003 and 2002, respectively.
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Income Taxes

The Company has elected to be treated as a REIT under Sections 856 through 860 of the Internal Revenue
Code of 1986, as amended (the “Code”). In order to maintain its qualification as a REIT, among other things, the
Company is required to distribute at least 90% of its REIT taxable income to its stockholders and meet certain
tests regarding the nature of its income and assets. As a REIT, the Company is not subject to federal income tax
with respect to that portion of its income, which meets certain criteria and is distributed annually to the
stockholders. Accordingly, no provision for federal income taxes is included in the accompanying consolidated
financial statements. The Company plans to continue to operate so that it meets the requirements for taxation as a
REIT. Many of these requirements, however, are highly technical and complex. If the Company were to fail to
meet these requirements, the Company would be subject to Federal income tax. The Company is subject to
certain state and local taxes. Provision for such taxes has been included in property operations expenses in the
Company’s consolidated statement of operations. For the year ended December 31, 2004, 100% of all
distributions qualify as a return of capital.

The Company may elect to treat one or more of its existing or newly created corporate subsidiaries as a
taxable REIT subsidiary (“TRS”). In general, a TRS of the Company may perform additional services for tenants
of the Company and generally may engage in any real estate or non-real estate related business (except for the
operation or management of health care facilities or lodging facilities or the provision to any person, under a
franchise, license or otherwise, of rights to any brand name under which any lodging facility or health care
facility is operated). A TRS is subject to corporate federal income tax. The Company has elected to treat certain
of its existing and newly created corporate subsidiaries as TRS’s.

Prior to August 17, 2004, the Company elected to be treated as a partnership for tax purposes. The tax
effects of the Company’s operations were passed directly to members. Therefore, no provisions for income taxes
were recorded in the accompanying consolidated financial statements.

Stock-Based Compensation

As permitted by SFAS No. 123 “Accounting for Stock-Based Compensation,” and amended by SFAS No.
148, “Accounting for Stock Based Compensation-Transition and Disclosure-an amendment of FASB Statement
No. 123,” the Company has elected to measure and record compensation cost relative to employee stock option
costs in accordance with Accounting Principles Board (“APB”) Opinion No. 25, “Accounting for Stock issued to
Employees,” and related interpretations and make pro forma disclosures of net loss and basic loss per share as if
the fair value method of valuing stock options had been applied. Under APB No. 25, compensation cost is
recognized for stock options granted to employees when the option price is less than the market price of the
underlying common stock on the date of grant. For purposes of the pro forma disclosures, the Company applies
SFAS No. 123, as amended by SFAS No. 148, which requires the Company to estimate the fair value of the
employee stock options at the grant date using the Black-Scholes option-pricing model.
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The following illustrates the pro forma effect on net loss and earnings per share if the Company had applied
the fair value recognition provisions of SFAS No. 123, as amended:

Company Predecessor Predecessor
Year Year Year
Ended Ended Ended
December 31, December 31, December 31,
2004 2003 2003
Net loss attributable to common shareholders as
reported . ... $(25,698) $(23,282) $(14,067)
Deduct: Stock-based compensation expense determined
under fair value method for all awards ............. (129) — —
Proformanetloss ............ ..., $(25,827) $(23,282) $(14,067)
Loss per common share
Basic—asreported ............ ... i $ (1.68) $ (5.62) $ (3.84)
Basic—proforma ........... ... .. . i $ (1.69) $ (5.62) $ (3.84)
Diluted—as reported ............. ..., $ (1.68) $ (5.62) $ (3.84)
Diluted—proforma ................oooiiiiiaa. .. $ (1.69) $ (5.62) $ (3.84)

The pro forma amounts shown above may not necessarily represent the impact on net income (loss) in future
periods.

The fair value of options granted under the Plan was estimated on the date of grant using the Black-Scholes
option-pricing model with the following weighted average assumptions used: dividend yield of 7.3%, expected
volatility of 22%, risk-free interest rate of 3.45%, and expected life of 5.0 years. The weighted-average fair value
of options at the date of grant was $1.09.

Net Loss Per Share

Basic earnings per share are computed using the weighted average common shares outstanding (prior to the
dilutive impact of stock options outstanding). Diluted earnings per common share are computed using the
weighted average common shares outstanding. No options were included in the computation of diluted net loss
per share for the year ended December 31, 2004, because the effect would have been antidilutive. Options to
purchase 1,568,000 shares of common stock at $12.50 per share were outstanding at December 31, 2004.

For the periods prior to the Offering, the weighted average number of common shares outstanding includes
Class A units as if the Class A units had been converted to common stock using the initial public offering
conversion ratio of one Class A unit to 0.08 shares of common stock.

The basic and diluted loss per share does not include the potential effects of the CCSs and CCUs as such
securities would not have participated in earnings for any of the periods presented. These securities will not
participate in distributions until they are converted, which cannot occur prior to March 31, 2006.

Basic and diluted earnings per share are calculated by dividing net the loss attributable to common
shareholders by the weighted average shares outstanding. The net loss attributable to common shareholders
represents the net loss, less the preferred return payable by the Predecessor on Class B, C and E units, less the
loss on early redemption of Fidelity minority interest. The loss on early redemption of Fidelity minority interest
represents additional preferred return paid to Fidelity for the period between the redemption date of September 9,

37



Extra Space Storage Inc.

Notes to Consolidated Financial Statements (Continued)
(Dollars in thousands, except shares and per share data)

2004 and November 25, 2004. The amount was paid based on the agreement whereby Fidelity was entitled to a
preferred return through November 25, 2004, regardless of the redemption date.

Recently Issued Accounting Standards

In December 2004, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 123 (revised
2004), “Share-Based Payment” (“SFAS No. 123-R”), which is a revision of SFAS No. 123, “Accounting for
Stock-Based Compensation.” SFAS No. 123-R supersedes Accounting Principles Board Opinion No. 25,
“Accounting for Stock Issued to Employees,” and amends SFAS No. 95, “Statement of Cash Flows.” This
statement requires the fair value of all share-based payments to employees to be recognized in the consolidated
statement of operations. SFAS No. 123-R is effective for the Company beginning on July 1, 2005. The Company
expects to adopt SFAS No. 123-R using the modified prospective method, which requires the recognition of
expense over the remaining vesting period for the portion of awards not fully vested as of July 1, 2005. The
Company estimates its expense in the third and fourth quarters of 2005, relating to outstanding options at
December 31, 2004, will be $91 per quarter.

In January 2003, the FASB issued FASB Interpretation No. 46 (FIN 46), “Consolidation of Variable Interest
Entities.” This Interpretation clarifies the application of Accounting Research Bulletin No. 51, “Consolidated
Financial Statements,” to certain entities in which equity investors do not have the characteristics of a controlling
financial interest or do not have sufficient equity at risk for the entity to finance its activities without additional
subordinated financial support from other parties. FIN 46 requires an enterprise to consolidate a variable interest
entity if that enterprise will absorb a majority of the entity’s expected losses, is entitled to receive a majority of
the entity’s expected residual returns, or both. FIN 46 also requires disclosure about unconsolidated variable
interest entities in which an enterprise holds a significant variable interest. Application of FIN 46, as revised, in
December 2003, is required for periods ending after December 15, 2003. In 2004, the Company adopted FIN 46R
and has evaluated its investments in joint ventures and economic interests in Extra Space Development (“ESD”)
with regards to FIN 46, and has determined them to be variable interest entities. The Company is not
consolidating the joint ventures and ESD, as the Company is not the primary beneficiary.

Reclassifications

Certain prior year amounts have been reclassified to conform to the current year presentation.

3. REAL ESTATE ASSETS
Real estate assets at December 31, 2004 and 2003 are summarized as follows:
Company Predecessor
2004 2003
Land . ... $179,932 $ 75,020
Buildings and improvements . ... ........ ...ttt 527,917 210,708
Intangible lease rights . ...... .. .. ... . . . . 3,400 —
Intangible assets—tenant relationships . ........... ... ... ... ... ...... 12,026 990
723,275 286,718
Less: accumulated depreciation and amortization .. .................... (28,339) (12,284)
Net operating real estate assets . ..............cuoeueunenenenn... 694,936 274,434
Real estate under development . ............ ... .. .. .. . .., 1,963 79,940
Net real €State aSSELS . .. oottt t et e e $696,899 $354,374
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4. ACQUISITIONS

During December 2004, the Company purchased four self-storage facilities located in New Jersey and
Pennsylvania from third parties for cash of $25,547.

On August 27, 2004, the Company purchased 26 self-storage properties from Storage Spot Properties No. 1,
L.P. and Storage Spot Properties No. 4, L.P. for cash of approximately $146,500. In addition, the seller may be
entitled to receive up to an additional $5,000 based on the operating performance of the 26 properties for the 12
months ending December 31, 2005. Any additional amounts ultimately payable would represent additional
purchase price and would be reflected within the basis of the assets acquired and liabilities assumed.

On August 26, 2004, the Company purchased one self-storage property located in Bronx, New York from a
third party for cash of $14,175.

On August 23, 2004, the Company purchased the joint venture interests held by affiliates of the Moss Group
in two joint ventures, which currently own two self-storage properties. The Company paid cash of $7,487,
assumed debt of $7,394, other liabilities of $363 and issued 1,006,684 OP Units valued at $12,584.

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

On August 17, 2004, the Company purchased the joint venture interests held by Equibase Mini Warehouse
and its affiliates in seven joint ventures, which currently own an aggregate of 30 self-storage properties, for an
aggregate of approximately $35,800 in cash and 114,928 OP Units issued by the Operating Partnership valued at
$1,437.

On June 1, 2004, the Predecessor purchased nine self-storage facilities from Extra Space West One LLC a
joint venture in which the Predecessor was a member. The facilities are located in California, Florida and Utah.
The Predecessor paid cash of $39,264, issued a note for $12,400 to its joint venture partner and assumed other
liabilities of $726, for total consideration of $52,390.

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

On April 1, 2004, the Predecessor purchased the joint venture partner’s interest in two self-storage facilities
in Tracy, California for $2,006. The Predecessor issued 455,069 Class C units valued at $455 and 267,688 Class
A units valued at $80 and paid cash of $1,471.

On March 31, 2004, the Predecessor purchased a self-storage facility in Marshfield, Massachusetts from
members and third parties for $5,279. The Predecessor issued 724,544 Class C units valued at $725; 241,513
Class B units valued at $242, and 568,271 Class A units valued at $171. The Predecessor assumed debt of
$3,086, other liabilities of $393 and related party payables of $662.

During February 2004, the Predecessor purchased five self-storage facilities located in Massachusetts for
cash totaling $34,150. Also in February 2004, the Predecessor purchased four self-storage facilities located in
Maryland, New Jersey and Pennsylvania for cash totaling $45,100. All nine facilities were purchased from third
parties.
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In January 2004, the Predecessor purchased the joint venture partner’s interest in a self-storage facility in
Manteca, California for $3,436. The Predecessor issued 778,102 Class C units valued at $778 and 457,706 Class
A units valued at $137, assumed existing debt of $2,453 and other liabilities of $68 associated with the property.
Also in January 2004, the Predecessor purchased an office park from members in Worcester, Massachusetts for
$2,800. The Predecessor issued 510,000 Class C units valued at $510 and 300,000 Class A units valued at $90,
assumed existing debt of $1,246, other liabilities of $589 and related party payables of $365.

During 2003, the Predecessor acquired one self-storage facility in Bronx, New York for $5,253. An existing
member of the Company owned the facility. The Company issued 1,021,024 Class C member units valued at
$1,021 and 900,905 Class A member units valued at $180 to the seller. The Company assumed $2,500 in debt
and $1,552 in other liabilities associated with the property.

The following table reflects the unaudited results of the Company’s and the Predecessor’s operations on a
pro forma basis as if the acquisitions referred to in the preceding paragraphs had been completed on January 1,
2004 and 2003, respectively. The pro forma financial information is not necessarily indicative of the operating
results that would have occurred had not the acquisitions been consummated on January 1, 2003, nor is it
necessarily indicative of future operating results.

Years Ending
December 31,
2004 2003
REVENUES . . v o e et et e e e e e e e e $88,577  $81,160
Netincome (1I0SS) ..o v it e $ (630) $(5,822)
Losspershare . ............iiniiniieii i $ (0.04) $ (141

5. INVESTMENTS IN REAL ESTATE VENTURES

At December 31, 2004 and 2003, the Company and the Predecessor held minority investments in Extra
Space West One LLC (“ESW”), which owns self-storage facilities in California, Florida, and Utah and Extra
Space Northern Properties Six, LLC (“ESNPS”), which owns properties in California, Massachusetts, New
Hampshire, New Jersey and New York.

At December 31, 2003, the Predecessor held a minority investment in Extra Space East One LLC (“ESE”),
which owns self-storage facilities in Massachusetts, New Jersey, and Pennsylvania. The Predecessor acquired its
joint venture partner’s interest in ESE on May 4, 2004.

In addition to the Company’s and the Predecessor’s investments in ESE, ESW and ESNPS, the Company
and the Predecessor also held 10-50% investments in other entities which own and develop self-storage facilities.
In these joint ventures, the Company, and the joint venture partner generally receive a preferred return on their
invested capital. To the extent that cash/profits in excess of these preferred returns are generated through
operations or capital transactions, the Company and the Predecessor would receive a higher percentage of the
excess cash/profits than its equity interest.

To the extent that properties were sold/transferred into these ventures that did not qualify for sales
treatment, those properties are reflected as being owned by the Predecessor in the consolidated financial
statements with the joint venture partners’ interests in these properties reflected as minority interests and putable
preferred interests in consolidated joint ventures.
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Investments in real estate ventures at December 31, 2004 and 2003 consist of the following:

Company Predecessor

Excess Profit Equity
Participation % Ownership % 2004 2003
ESE .. .. 40% 5% § — $ 714
ESW o 40% 5% 2,299 2,369
ESNPS ... 35% 10% 2,138 2,424
Other minority owned properties ......... 25-50% 10-50% 1,745 2,931

$6,182 $8,438

Equity in earnings of real estate ventures for the years ended December 31, 2004, 2003, and 2002 consists of
the following:

Company Predecessor Predecessor

2004 2003 2002
Equity in earnings of ESE .. ... $ 19 $ — $(13)
Equity in earnings of ESW . ... ... .. . . L 935 787 661
Equity in earnings (losses) of ESNPS .. ................... 3 151 4
Equity in earnings (losses) of other minority owned
PIOPEITIES . o . vttt et e e 430 527 319
$1,387 $1,465 $971

Combined, condensed financial information of ESE (as of December 31, 2003 and for the period from
January 1, 2004 to May 4, 2004 and the year ended December 31, 2003) and ESW (December 31, 2004 and
2003), which have the same controlling joint venture investor, follows:

Extra Space East One and West One

December 31,

2004 2003
BALANCE SHEETS
Assets:
Net real eState aSSELS . . v v vt vttt e $29,688  $84,900
Other ..o 1,156 2,134

$30,844  $87,034

Liabilities and members’ equity:

BOrrowings .. ... ... $14,573  $46,138
Other Habilities . .. ... ...t e 652 1,343
Members” €qUILY .. ..ot e 15,619 39,553

$30,844  $87,034
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Years ended December 31,

2004 2003 2002
STATEMENTS OF OPERATIONS
Rents and otherincome . ............. ... ... ... . ... . ... ... $26,835  $17,026  $16,963
EXPeNses . ..o 6,008 12,279 12,602
NELINCOME . . o v v ot et e e e e e e e e e e e $20,827 $ 4,747 $ 4,361
Condensed financial information of ESNPS follows:
Extra Space Northern Properties Six

2004 2003

BALANCE SHEETS
Assets:
Netreal eState aSselS . . ..ttt $54,250  $54,645
O her .. 5,932 6,767

$60,182  $61,412

Liabilities and members’ equity:

BOITOWINGS . o\ttt ettt e e $37,470  $33,117
Other Habilities . ... ... ... .. 1,090 4,941
Members’ €qUILY . . ...ttt e 21,622 23,354

$60,182  $61,412

2004 2003 2002
STATEMENTS OF OPERATIONS
Rents and otherincome . ........ ... ... . ... . . .. $7,986  $5,961  $300
EXPeNSesS .ottt 7,104 5,712 262
NELINCOME . . ..ottt e e e e $ 882 $ 249 §$ 38

Information related to the real estate ventures’ debt at December 31, 2004 is set forth below:

Current Debt
Loan Amount Interest Rate Maturity
ESW—Variable .......... ... ... ... ... ....... $14,573 3.90% Jan 05
ESNPS—Variable ............................ 37,470 4.15-4.40% Mar 05-Dec 05
Other—Variable . .. ...... ... .. ... . ... .. .... 4,588 5.75% Feb 05

All real estate ventures’ debt due in January and February 2005 was extended for three to twelve months
subsequent to December 31, 2004.

On August 12, 2004, the Predecessor sold its minority equity interest in a storage facility in Laguna Hills,

California to its joint venture partner for cash of $1,490 and repayment of a $2,000 related party payable,
resulting in a gain of $1,920.
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6. OTHER ASSETS

Other assets at December 31, 2004 and 2003 are summarized as follows:

Company Predecessor

2004 2003
Equipment and fixtures ........... ... $ 7,115 $ 3,443
Less: accumulated depreciation . . ... (4,136) (1,817)
Deferred financing costs, net .. .......... ittt 6,899 1,696
Capitalized advertisSing COSts, Nt . ... ....vuutintinn e 588 976
Prepaid expenses and escrow deposits . ............. i 2,305 754
Other .. 1,372 517

$14,143 $ 5,569

7. LINES OF CREDIT

On September 9, 2004, the Company, as guarantor, and its Operating Partnership entered into a $100,000
revolving line of credit, which includes a $10,000 swingline subfacility (the “Credit Facility”). The Credit
Facility has an interest of 175 basis points over LIBOR (4.15% at December 31, 2004). The Operating
Partnership intends to use the proceeds of the Credit Facility for general corporate purposes. As of December 31,
2004, the Credit Facility has approximately $63,500 of capacity based on the assets collateralizing the Credit
Facility. The outstanding principal balance of the line of credit at December 31, 2004 was $39,000 and is due
September 2007. The Credit Facility is collateralized by mortgages on real estate assets.

At December 31, 2003, the Company had revolving lines of credit of $24,000 bearing interest at Prime

(4.0% at December 31, 2003). The outstanding principal balance on the lines of credit at December 31, 2003 was
$18,921 and was due between March 31 and July 31, 2004. The lines of credit were paid off in August 2004.
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8. NOTES PAYABLE
Notes payable at December 31, 2004 and 2003 are summarized as follows:

Company

Predecessor

2004

2003

Mortgage and construction loans with banks bearing interest at fixed rates between

4.30% and 7.50%. The loans are collateralized by mortgages on real estate assets and the

assignment of rents, personal guarantees of a member of the Predecessor in 2003, and a

$2,400 letter of credit, which is supported by a $2,400 deposit made by a third party.

Principal and interest payments are made monthly with all outstanding principal and

interest due between September 1, 2005 and October 1, 2013. $340,669

Mortgage and construction loans with banks bearing interest rates based on LIBOR and
Prime. Interest rates based on LIBOR are between LIBOR plus 1.75% (4.15% and
2.87% at December 31, 2004 and December 31, 2003, respectively) and LIBOR plus
3.0% (5.40% and 4.12% at December 31, 2004 and 2003, respectively). Interest rates
based on Prime are between Prime (5.25% and 4.0% at December 31, 2004 and 2003,
respectively) and Prime plus 1.0%. The loans are collateralized by mortgages on real
estate assets and the assignment of rents, personal guarantees of a member of the
Predecessor in 2003, and a $2,400,000 letter of credit, which is supported by a
$2,400,000 deposit made by a third party. Principal and interest payments are made
monthly with all outstanding principal and interest due between January 30, 2005 and
August 24, 20009. 93,308

Promissory notes bearing interest between 9% and 12%. Principal and interest are paid
monthly with principal due on demand. These promissory notes were paid off during
August, 2004. —

$ 24,989

229,395

503

$433,977

$254,887

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

Year Total
2005 . $ 51,566
2000 ... 6,440
2007 —
2008 .. 7,357
2000 .. 291,202
Thereafter .. ........ .. ... . .. 77,412
$433,977

Substantially all of the Company’s and the Predecessor’s real estate assets are pledged as collateral for the
notes payable and line of credit detailed above. In addition, the Company is subject to certain restrictive
covenants relating the outstanding notes payable, which the Company was in compliance with at December 31,

2004.

During the year ended December 31, 2004, the Company and the Predecessor refinanced approximately
$143,840 of borrowings. As a result of these refinancings, approximately $819 of unamortized deferred financing
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costs associated with the loans that were repaid was written off, and approximately $5,687 of prepayment
penalties were paid. The $819 of deferred financing and $3,523 of prepayment penalties are included in loss on
debt extinguishments in the consolidated statement of operations. An additional $2,164 of prepayment penalties
were included in the purchase price of property acquisitions.

On October 4, 2004, the Company entered into a reverse interest rate swap agreement to float the interest
rate on a $61,770 senior 4.30% fixed rate mortgage at a rate of LIBOR plus .0655% through June 2009.

On August 27, 2004, the Company entered into a new $111,000 senior 4.65% fixed rate mortgage in
conjunction with the purchase of 26 self-storage properties.

On August 26, 2004, the Company closed a $37,000 variable rate mortgage. This mortgage is collateralized
by five properties and bears interest at a variable rate equal to LIBOR plus 1.75% and matures in three years after
inception with a two-year extension available at the Company’s option.

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

On August 17, 2004, the Company purchased its joint venture partner’s 49.5% interest in Extra Space
Properties Three, LLC. Prior to the purchase of its joint venture partner’s interest, the Predecessor owned a
50.5% interest in Extra Space Properties Three, LLC. This arrangement provided for a preferred return of 12%
on certain capital provided by both the Predecessor and the joint venture partner, and thereafter returns were split
based upon percentage residual interests.

The Company also purchased its joint venture partner’s interests in 15 other self-storage facilities on August
17, 2004. The Predecessor had entered into these joint venture agreements with other entities controlled by
Equibase Mini Warehouse. These arrangements provided for a preferred return of either 10% or 12%, depending
on the specific agreement, on certain capital provided by the joint venture partner and thereafter returns were
split based on the indicated percentage interests (generally 40% to the Predecessor and 60% to the investors).

Prior to the buyout of the Predecessor’s joint ventures partners (entities controlled by Equibase Mini
Warehouse), the Predecessor and/or a significant unit holder provided certain financial guarantees to the secured
lender (generally providing for performance under the loan, including principal and interest payments), or to
support a put right on a portion of the joint venture partner’s interest after a fixed period (generally either three or
five years), that effectively provided for a return on and of the preferred portion of their investment. In addition,
after a fixed period (generally either three or five years), the joint venture had the right to redeem the preferred
capital at an amount equal to its unreturned contribution plus any accrued preferred return. Upon exercise of the
put or call on the preferred portion of their investment, the joint venture investors would continue to hold their
residual equity interests. As a result of the put rights and guarantees, the Predecessor consolidated the properties
and related debt until the put rights and guarantees were satisfied or have expired. At December 31, 2003, all the
joint venture properties were consolidated. The financial guarantees to the secured lender would generally expire
upon satisfaction of the related loan at maturity or refinancing. The put rights and related guarantees had no
stated maturity and would only expire upon exercise or through redemption of the preferred interests through a
capital event.

On August 17, 2004, the Company completed the acquisition of joint venture interests held by Equibase
Mini Warehouse and its affiliates in seven joint ventures, which currently own an aggregate of 30 self-storage
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properties, for an aggregate of approximately $35,800 in cash and 114,928 OP Units issued by the Operating
Partnership valued at $1,437.

Upon completion of the Offering, the Company was released from all puts and guarantees relating to the
remaining Equibase joint ventures. These guarantees and puts were transferred to Extra Space Development and
a shareholder of the Company. Accordingly, these properties were deconsolidated as of August 17, 2004. The
operating results through August 16, 2004 relating to the properties that were deconsolidated are included in the
consolidated statements of operations.

During the years ended December 31, 2004, 2003, and 2002, the Company reflected interest expense on the
putable preferred interests of $4,227, $4,951 and $2,634, respectively, including amortization of discounts
ascribed at issuance of $1,043, $1,311 and $554, respectively.

During the formation of ESE and ESW, the Predecessor agreed to guarantee the financial performance of
certain properties, which were acquired on behalf of those entities. As a result of these guarantees, the
Predecessor consolidated these properties until these performance guarantees were satisfied or expired. During
2003, the guarantees related to two properties were either satisfied or expired. During the years ended December
31, 2004, 2003 and 2002, the Company and the Predecessor recognized $0, $1,283, and $395, respectively, of
expense, related to these guarantees. These amounts are classified as a component of unrecovered development /
acquisition costs and support payments. At December 31, 2004 and 2003, there were no active guarantees related
to these properties.

The following table summarizes the putable preferred interests in consolidated joint ventures and other
minority interests of the Company and the Predecessor:
Company Predecessor

December 31,
2004 2003
Putable Preferred Interests:
Extra Space Properties Three, LLC .. ... ..., $— $ 7,880
Equibase Mini Warehouse joint ventures . ..................c.c.c...... — 29,963
Less diSCOUNT . . oottt — (4,409)
Total . . .ot $— $33,434
Other Minority Interests
Extra Space Properties Three, LLC . ........ ... .. ... $— $ 977
Equibase Mini Warehouse joint ventures ............................. — 3,060
ESE and ESW ... — —
Other ... — 387
TOtal . oo e, $— $ 4,424
10. OTHER LIABILITIES

Other liabilities at December 31, 2004 and 2003 are summarized as follows:
Company Predecessor

2004 2003
Deferred rental INCOME . . .. oottt e e e e $4.414 $1,959
AcCrued INtEIeSt . . ..ottt e 874 675
Other accrued liabilities . ... ...ttt e 881 512
Other labilities .. ... ... .. e 834 2,130

$7,003 $5,276
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11. RELATED PARTY TRANSACTIONS

The Company’s and the Predecessor’s management agreements provide for management fees of 6% of
gross rental revenues for the management of operations at the self-storage facilities. The Company and the
Predecessor earn interest income during the development period equal to 10% of its net investment in the
development property. The Company and the Predecessor earn development fees of 4-6% of budgeted costs on
developmental projects and acquisition fees of 1% of the gross purchase price or the completed costs of
development of acquired properties.

During the years ended December 31, 2004, 2003 and 2002, the Company and the Predecessor recognized
management fee revenues of $608, $1,038 and $1,077, respectively relating to ESE and ESW. During the years
ended December 31, 2004, 2003 and 2002, the Company and the Predecessor recognized $161, $577 and $0,
respectively of development fee revenues relating to ESE and ESW.

During the years ended December 31, 2004, 2003 and 2002, the Company and the Predecessor recognized
$382, $353 and $0, respectively of management fee revenue relating to ESNPS. During the years ended
December 31, 2004, 2003 and 2002, the Company and the Predecessor recognized $0, $40 and $0, respectively
of acquisition fee revenue relating to ESNPS.

The Company and the Predecessor recognize revenue on various transactions with properties partially
owned by the Company and the Predecessor or by shareholders or members of the Company and the Predecessor.

These transactions are in addition to revenues recognized from ESE, ESW and ESNPS.

The following table summarizes these transactions for the Company and the Predecessor:

Company Predecessor
Year ended December 31,
2004 2003 2002
Management feeS . ... ...ttt $ 179 $95 § 456
Developmentfees . ...........o i 1,040 — 716
Acquisition fees . ... .. — 37 205
Interest income from development properties ..................... 12 113 194

$1,231 $245  $1,571

During the years ended December 31, 2004, 2003 and 2002, management fee expense of $2,775, $7,933 and
$5,272, respectively, was recorded for services provided to support the Company’s and the Predecessor’s self-
storage facilities by Extra Space Management, Inc. (ESMI), a corporation that shared common ownership with
the Predecessor, including shareholders who were officers of the Predecessor. Under this agreement, ESMI
provided employees who supported the operations of existing self-storage facilities and the acquisition and
development of new self-storage facilities by the Predecessor. On March 31, 2004, the Predecessor purchased all
of the outstanding common stock of ESMI for its net book value of $184. ESMI had equipment and fixtures of
$256, other assets of $736 and liabilities of $808.

At December 31, 2004 and 2003, $0 and $334, respectively, were included in payables to related parties for
these expenses. Real estate under development includes capitalized internal development costs paid by ESMI on
behalf of the Company of $1,198, $1,797 and $3,788 for the years ended December 31, 2004, 2003 and 2002,
respectively.
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Related party balances as of December 31, 2004 and 2003 are summarized as follows:

Company Predecessor

2004 2003

Receivables:
Development and management fees receivable ........................ $2,239 $ 781
Loans to Properties ... ... ... ... .iuiuni e — 955
Other receivables from related parties . . ......... .. .. .. ... .. oL, 262 330

$2,501 $ 2,066
Payables:
Advances from members . . ... ... .. $ — $ 8,369
Advances from joint Venture partner . .. ... ...........ooueeienenenaon.. — 15,508
Other payables to related parties . ................ i, — 947

$ — $24,824

Receivables from related parties consist of loans to properties in which the Company and the Predecessor
has no equity interest and development and management fee receivables. Payables to related parties consist
primarily of amounts advanced by members of the Predecessor; in addition, a joint venture partner has made
advances to the Predecessor in the form of mortgage loans used to purchase land and self-storage facilities. These
related party receivables and payables bear interest at 9-12% and are due upon demand.

As discussed in Note 8, one member of the Predecessor has guaranteed certain borrowings of the
Predecessor. The Predecessor did not pay any fees for these guarantees.

On January 1, 2004, the Predecessor distributed its equity ownership in Extra Space Development (“ESD”),
a consolidated subsidiary, to the Class A members. ESD owned 13 early-stage development properties, two
parcels of undeveloped land, and a note receivable. The net book value of the distributed properties and related
liabilities was approximately $15,000. The Predecessor retained a receivable of $6,212 from ESD and recorded a
net distribution of $9,000. In September 2004, ESD repaid the amounts due the Company using funds obtained
through new loans on unencumbered properties. Through August 16, 2004, the Predecessor was required to
continue consolidating certain of the properties due to financial guarantees. Concurrent with the initial public
offering, the Company was released from all guarantees, and the properties were deconsolidated as of August 16,
2004 (Note 9). The Company does not intend to purchase these properties in the future. During the year ended
December 2004, the Company recognized management fee revenue of $26 from ESD.

During 2002, the Predecessor distributed software with a net book value of $699 to the Class A unit holders.
Those members contributed the software to a newly formed company, Centershift. During 2004 and 2003, the
Predecessor advanced Centershift $0 and $1,798 under the terms of a convertible note, which bears interest at
9%. The note receivable from Centershift was reflected as a reduction of members’ equity at December 31, 2003.
On January 1, 2004, the Predecessor distributed the $4,493 (including accrued interest of $438) note receivable
from Centershift to the Class A unit holders. Effective January 1, 2004, the Company entered into a license
agreement with Centershift which secures a perpetual right for continued use of STORE in all aspects of the
Company’s property acquisition, development, redevelopment and operational activities. During the years ended
December 31, 2004, 2003 and 2002, the Company paid Centershift $441, $175 and $202 respectively, for the use
of Centershift’s software program STORE.
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The Company has determined that it has a variable interest in properties in which ESD owns or has an
ownership interest. The Company does not have an equity investment or interest, and in which it is not the
primary beneficiary. This variable interest is a result of management and development contracts that are held by
the Company. The variable interest is limited to the management and development fees and there is not any
additional loss that can be attributed to the Company.

12. MINORITY INTEREST IN OPERATING PARTNERSHIP

The Company’s interest in its properties is held through the Operating Partnership. ESS Holding Business
Trust I, a wholly owned subsidiary of the Company, is the sole general partner of the Operating Partnership. The
Company is also a limited partner of the Operating Partnership, and controls the operations of the Operating
Partnership, holding an 8.05% ownership interest therein as of December 31, 2004. The remaining ownership
interests in the Operating Partnership are held by certain former owners of assets acquired by the Operating
Partnership subsequent to its formation. The Company and Operating Partnership were formed to continue to
operate and expand the business of the Predecessor.

The minority interest in the Operating Partnership represents OP Units that are not owned by the Company,
which, at December 31, 2004 totaled 8.05% of the outstanding units (8.84% as of August 17, 2004). In
conjunction with the formation of the Company, certain persons and entities contributing interests in properties to
the Operating Partnership received limited partnership units (“OP units”). Limited partners who received OP
units in the formation transactions have the right, commencing on or after August 17, 2005, to require the
Operating Partnership to redeem part or all of their OP units for cash based upon the fair market value of an
equivalent number of shares of common stock at the time of the redemption. Alternatively, the Company may
elect to acquire those OP units in exchange for shares of common stock on a one-for-one basis, subject to anti-
dilution adjustments provided in the Operating Partnership agreement. Upon consummation of the Offering,
8.84% of the carrying value of the net assets of the Predecessor ($8,481) was allocated to the minority interest.
As of December 31, 2004, the Operating Partnership had 2,730,050 OP units outstanding.

CCUs do not carry any voting rights. Upon the achievement of certain performance thresholds relating to 14
early-stage lease-up properties, all or a portion of the CCUs will be automatically converted into shares of the
Company’s common stock. Initially, each CCU will be convertible on a one-for-one basis into shares of common
stock, subject to customary anti-dilution adjustments. Beginning with the quarter ending March 31, 2006 and
ending with the quarter ending December 31, 2008, the Company will calculate the net operating income from
the 14 wholly owned early-stage lease-up properties over the 12-month period ending in such quarter. Within 35
days following the end of each quarter referred to above, some or all of the CCUs will be converted so that the
total percentage (not to exceed 100%) of CCU issued in connection with the formation transactions that have
been converted to common stock will be equal to the percentage determined by dividing the net operating income
for such period in excess of $5.1 million by $4.6 million. If any CCU remains unconverted through the
calculation made in respect of the 12-month period ending December 31, 2008, such outstanding CCUs will be
cancelled and restored to the status of authorized but unissued shares of common stock.

13. REDEEMABLE MINORITY INTEREST—FIDELITY

Through December 31, 2003, the Predecessor, through a consolidated subsidiary, Extra Space Properties
Four, LLC, had received net cash proceeds of $14,156 (net of transaction costs of $1,403) from FREAM No. 39,
LLC and Fidelity Pension Fund Real Estate Investments (collectively, “Fidelity”’). The Predecessor was accreting
the discount related to the transaction costs over the five-year period ending November 25, 2006; the first date
the investment was redeemable by Fidelity.
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This investment earned a 22% preferred return, of which, 9% was payable quarterly with the remainder
payable upon redemption. The earliest date at which the investment could be repaid without penalty at the option
of the Predecessor was November 25, 2004. The investment was redeemable November 25, 2006 at the option of
Fidelity. As of December 31, 2003, the Predecessor owed Fidelity $3,810, in unpaid preferred return which had
been accrued and was included in the redeemable minority interest-Fidelity.

On September 9, 2004, the Operating Partnership completed its acquisition of the preferred equity interest
held by Fidelity in Extra Space Properties Four LLC. This interest was acquired for approximately $21,530 in
cash, which included the preferred return through November 25, 2004. The Company recorded a loss on early
redemption of $1,478.

14. MEMBERS’ AND SHAREHOLDERS’ EQUITY
Shareholders’ Equity

The Company’s charter provides that it can issue up to 200,000,000 shares of our common stock, $0.01 par
value per share, 4,100,000 CCS, $.01 par value per share, and 50,000,000 shares of preferred stock, $0.01 par
value per share. The Company’s board of directors is authorized to increase the aggregate number of authorized
shares or the number of shares of any class or series without shareholder approval. As of December 31, 2004,
31,169,950 shares of common stock were issued and outstanding, 3,888,843 shares of CCSs were issued and
outstanding and no shares of preferred stock were issued and outstanding.

All shareholders of the Company’s common stock are entitled to receive dividends and to one vote on all
matters submitted to a vote of shareholders. The transfer agent and registrar for the Company’s common stock is
American Stock Transfer & Trust Company.

Unlike the Company’s shares of common stock, CCSs do not carry any voting rights. Upon the achievement
of certain performance thresholds relating to 14 early-stage lease-up properties, all or a portion of the CCSs will
be automatically converted into shares of the Company’s common stock. Initially, each CCS will be convertible
on a one-for-one basis into shares of common stock, subject to customary anti-dilution adjustments. Beginning
with the quarter ending March 31, 2006 and ending with the quarter ending December 31, 2008, the Company
will calculate the net operating income from the 14 wholly owned early-stage lease-up properties over the
12-month period ending in such quarter. Within 35 days following the end of each quarter referred to above,
some or all of the CCSs will be converted so that the total percentage (not to exceed 100%) of CCS issued in
connection with the formation transactions that have been converted to common stock will be equal to the
percentage determined by dividing the net operating income for such period in excess of $5.1 million by $4.6
million. If any CCS remains unconverted through the calculation made in respect of the 12-month period ending
December 31, 2008, such outstanding CCSs will be cancelled and restored to the status of authorized but
unissued shares of common stock.

While any CCSs remain outstanding, a majority of the Company’s independent directors must review and
approve the net operating income calculation for each measurement period and also must approve any sales of
any of the 14 wholly owned early-stage lease-up properties.

As of December 31, 2004, no shares of preferred stock are outstanding.
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Members’ Equity

Members’ profits, losses and distributions of the Predecessor were allocated in accordance with the terms of
the operating agreement, as amended. Member unit holders included members of management. Member interests
were divided into four classes of units.

Class A units were common units with voting rights and no par value. These units were not redeemed at the
option of the Company or the holder. There were also non-voting Class A units held by certain employees.

During April 2004, the Predecessor granted 4,019,837 Class A Units, valued at $0.30 per unit, to certain
employees, resulting in a compensation charge of $1,205. All A units were redeemed or converted to common
stock as of August 17, 2004 at the option of the holder.

Class B units were preferred units with a par value of $1.00. These units were non-convertible, non-voting
and earned a 9% preferred return (non-compounding) with no current dividend paid. The 9% preferred return was
paid based upon available funds, including upon liquidation or termination. These units were not redeemed at the
option of the Company or the holder. All B units were redeemed or converted to common stock as of August 17,
2004 at the option of the holder.

Class C units were preferred units with a par value of $1.00. These units were non-convertible, non-voting
and earned a 9% preferred return with current dividends paid quarterly. All C units were redeemed or converted
to common stock as of August 17, 2004 at the option of the holder.

Class E units were preferred units with a par value of $1.00. These units were non-convertible, non-voting
and earned a 7% preferred return with current dividends paid quarterly. These units were redeemable after July 1,
2004 at the option of the holder. All E units were redeemed or converted to common stock as of August 17, 2004
at the option of the holder.

Class B, C and E units did not participate in the distribution of profits after payment of the preferred return.

15. STOCK OPTION PLAN

In August 2004, the Board of Directors approved the 2004 Long-Term Incentive Compensation Plan (the
“Plan”). Under the terms of the Plan, the exercise price of an option shall be determined by the Compensation
Committee and reflected in the applicable award agreement. Each option will be exercisable after the period or
periods specified in the award agreement, which will generally not exceed 10 years from the date of grant (or five
years in the case of an incentive stock option granted to a 10% stockholder, if permitted under the Plan). Options
will be exercisable at such times and subject to such terms as determined by the Compensation Committee, but
under no circumstances may be exercised if such exercise would cause a violation of the ownership limit in the
Company’s charter. Unless otherwise determined by the Compensation Committee at the time of grant, such
stock options shall vest ratably over a four-year period beginning on the date of grant.
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The following table summarizes the Company’s stock option activity for the year ended December 31,
2004:

Weighted
Number of Average
Shares Exercise Price
Outstanding, beginning of year .......... .. .. ... .. .. .. .. . .. ... — $ —
Options granted .. ........ .ottt 1,680,000 12.50
Options eXercised . . . ..ot — —
Options cancelled . .. ... 112,000 12.50
Outstanding, endof year ........... .. ... .. i, 1,568,000 $12.50

Options exercisable, end of year ............ ... ... .. ... .. ... —

16. GAIN ON THE SALE OF REAL ESTATE ASSETS

On August 12, 2004, the Predecessor sold its minority equity interest in a storage facility in Laguna Hills,
California to its joint venture partner for cash of $1,490 and repayment of a $2,000 related party payable for a
total of $3,490, resulting in a gain of $1,920.

During January 2004, the Company sold a self-storage facility in Walnut, California for $6,406 to ESW.
The Company recognized a loss on the sale of $171.

During 2003, the Company sold a self-storage facility in Kings Park, New York for $6,241 to ESE. The
Company recognized a gain on the sale of $672.
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17. SEGMENT INFORMATION

The Company and the Predecessor operate in two distinct segments, Property Management and
Development and Rental Operations. Financial information for the Company’s and the Predecessor’s business
segments are set forth below:

Company  Predecessor Predecessor

For the years ended December 31,

2004 2003 2002
Statement of Operations
Total revenues
Property management and development ........................ $ 3315 $ 3,207 $ 3,575
Rental operations . .......... ...ttt 62,656 33,054 28,811

$ 65971 $36,261 $ 32,386

Operating expenses, including depreciation and amortization
Property management and development ........................ $ 13,519 $13,262 $ 7,881
Rental operations . ..............iiii i 41,303 21,635 17,265

$ 54,822 $34,897 §$ 25,146

Gain on sale of real estate assets

Property management and development . ....................... $ 1,749 $ o672 § —
Equity in earnings of real estate ventures
Rental Operations ... ...........uuiineineieieienenn. $ 1,387 $ 1465 $ 971
Income (loss) before interest, loss on debt extinguishments and minority
interest
Property management and development ........................ $ (8,455) $ (9,383) $ (4,306)
Rental operations . .......... ...ttt 22,740 12,884 12,517

$ 14285 § 3,501 $ 8211

Depreciation and amortization expense
Property management and development ........................ $ 315§ 27 % 26
Rental operations . ........... ...t 15,237 6,778 5,626

$ 15552 § 6,805 § 5,652

Interest expense and loss on debt extinguishment
Property management and development ........................ $ 329§ 183 § 63
Rental operations . .............iii i 31,685 18,563 13,826

$ 32,014 $18746 $ 13,894

Statement of Cash Flows
Acquisition of real estate assets
Property management and development ........................ $(245,717) $ — $ (4,745)

Development and construction of real estate assets
Property management and development ........................ $ (19,487) $(62,632) $(60,688)
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Company Predecessor
December 31,
2004 2003

Balance Sheet
Investment in real estate ventures

Rental operations ... ...t $ 6,182 $ 8,438
Total Assets

Property management and development ......................... 32,608 82,483

Property operations . ...............iiii i 715,876 301,268

$748,484  $383,751

18. DECONSOLIDATION OF ASSETS

As aresult of the distribution of the Predecessor’s equity ownership in Extra Space Development (“ESD”)
and the release of all puts and guarantees on August 16, 2004, the Predecessor de-consolidated certain properties
during the year ended December 31, 2004. The operating results through August 16, 2004 relating to the
properties that were deconsolidated are included in the consolidated statements of operations. As a result of the
deconsolidation, the following assets and liabilities were removed from the Predecessor’s accounts:

Cash . .o e $  (449)
CONStruCtion i PrOZIESS .« . vttt vttt et et e e e e e e e e e 78,621
Restricted cash . ... ... . 307
Other aSSEES . o v vt e e e e e 11,098
Liabilities . . ..ottt (66,287)
Putable InterestS . .. ... ...t (12,192)
MINOrity iNtEIESt . . ..ottt et e (9,613)

The Company has consolidated a property in Pico Rivera, California in which neither the Company or the
Predecessor has any equity or profits interest. The property was owned by the Predecessor, and sold at cost to
certain former members of the Predecessor. However, the Company and the Predecessor continued to guarantee
the mortgage loan on the property, and therefore, consolidated the property’s operations until the loan guarantee
was satisfied or released. In December 2004, this loan guarantee was released and the property was
deconsolidated. As a result of the deconsolidation, the following assets and liabilities were removed from the
Predecessor’s accounts:

Cash . $ 25
CONSrUCtION 1N PrOZIESS -« . vt v e ettt e e e e e e et e e e e e 3,001
Related party receivable . ....... .. ... . (1,054)
Oher @SSELS . . ...ttt e e e e e 154
Liabilities . ... ..ot e (2,341)
MINOIity ISt . . o . ottt et e e e 215
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19. COMMITMENTS AND CONTINGENCIES

The Company has an operating lease on the corporate office and owns six self-storage facilities that are
subject to ground leases. At December 31, 2004, future minimum rental payments under these non-cancelable
operating leases are as follows:

Year Ending December 31, Total
2005 $ 1,495
2000 . 920
2007 706
2008 L 709
2000 L 709
Thereafter . . ... 14,765
$19,304

The monthly rental amount for one of the ground leases is the greater of a minimum amount or a percentage
of gross monthly receipts. The Company recorded rent expense of $1,332, $277 and $206 related to these leases
in the years ended December 31, 2004, 2003 and 2002, respectively.

The Company and the Predecessor have guaranteed a mortgage loan held by an unconsolidated joint venture
in which the Company has a non-controlling ownership interest. This guarantee was entered into prior to January
1,2003. At December 31, 2004, the total amount of mortgage debt relating to this joint venture was $7,922. This
mortgage loan matures May 20, 2005. If the joint venture defaulted on the loan, the Company may be forced to
repay the loan. Repossessing and/or selling the self-storage facility and land that collateralizes the loan could
reimburse the Company. The estimated fair market value of the encumbered assets at December 31, 2004 is
$15,000. The Company and the Predecessor had recorded no liability in relation to this guarantee as of December
31, 2004 and December 31, 2003. To date the joint venture has not defaulted on its mortgage debt. The Company
believes the risk of having to perform on the guarantee is remote.

The Company has guaranteed a construction loan for an unconsolidated partnership that owns a
development property in Baltimore, Maryland. The property is owned by a joint venture in which the Company
has a 10% equity interest. This guarantee was entered into in November 2004. At December 31, 2004, the total
amount of mortgage debt relating to this joint venture was $999. This mortgage loan matures December 1, 2007.
If the joint venture defaults on the loan, the Company may be forced to repay the loan. Repossessing and/or
selling the self-storage facility and land that collateralizes the loan could reimburse the Company. The estimated
fair market value of the encumbered assets at December 31, 2004 is $2,500. The Company has recorded no
liability in relation to this guarantee as of December 31, 2004. The fair value of the guarantee is not material. To
date the joint venture has not defaulted on its mortgage debt. The Company believes the risk of having to perform
on the guarantee is remote.

The Company and the Predecessor have been involved in routine litigation arising in the ordinary course of
business. As of December 31, 2004, the Company is not presently involved in any material litigation nor, to its
knowledge, is any material litigation threatened against the Predecessor or its properties.

20. RISK MANAGEMENT AND USE OF FINANCIAL INSTRUMENTS

In the normal course of its on-going business operations, the Company encounters economic risk. There are
three main components of economic risk: interest rate risk, credit risk and market risk. The Company is subject to
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interest rate risk on its interest-bearing liabilities. Credit risk is the risk of inability or unwillingness of tenants to
make contractually required payments. Market risk is the risk of declines in the value of properties due to
changes in rental rates, interest rates or other market factors affecting the value of properties held by the
Company.

The Company’s use of derivative instruments is primarily limited to the utilization of interest rate
agreements or other instruments to manage interest rate risk exposures and not for speculative purposes. The
principal objective of such arrangements is to minimize the risks and/or costs associates with the Company’s
operating and financial structure, as well as to hedge specific transactions. The conterparties to these
arrangements are major financial institutions with which the Company and its affiliates may also have other
financial relationships. The Company is potentially exposed to credit loss in the event of non-performance by
these counterparties. However, because of their high credit ratings, the Company does not anticipate that any of
the counterparties will fail to meet these obligations as they come due.

In October 2004, the Company entered into a reverse interest rate swap agreement (“Swap Agreement”) to
float $61,770 of 4.30% fixed interest rate secured notes due in June 2009. Under this Swap Agreement, the
Company will receive interest at a fixed rate of 4.30% and pay interest at a variable rate equal to LIBOR plus
0.655%. The Swap Agreement matures at the same time the notes are due. This Swap Agreement is a fair value
hedge, as defined by SFAS No. 133, and the fair value of the Swap Agreement is recorded as an asset or liability,
with an offsetting adjustment to the carrying value of the related note payable. Monthly interest payments are
recognized as an increase or decrease in interest expense.

21. SUPPLEMENTARY QUARTERLY FINANCIAL DATA (UNAUDITED)

Predecessor Company

Three months ended
March 31, June 30, September 30, December 31,

2004 2004 2004 2004
REVENUES . ..ot $10,926 $13,929 $18,168 $22,948
COSt Of OPETAtIONS . . .\ v\ttt $10,555 $12,428 $14,808 $17,031
NELLIOSS « v vttt $(6,032) $(7,036) $(5,077) $ (317)
Net attributable to common shareholders ................. $(8,178) $(9,183)  $(8,020) $ 317
Net 10SS—basiC . ..ottt $ (1.64) $ (1.49) $ (0.53) $ (0.01)
Net loss—diluted ......... ... (1.64) (1.49) (0.53) (0.01)
Predecessor

Three months ended
March 31, June 30, September 30, December 31,

2003 2003 2003 2003
REVENUCS . . . oottt e e e e e $ 8330 $ 9,219 $ 9,134 $ 9,578
Cost of Operations .. ..........uuueinieiiineinnnennn.. $ 7335 $ 7,573 $ 8,077 $11,912
NEtLOSS « v vttt e et e e e $(3,619) $(2,373) $(3,812) $(8,142)
Net attributable to common shareholders ................. $(4,984) $(3,738) $(5,166) $(9,394)
Net 10SS—basic . ...ttt $ (1.20) $ (0.90) $ (1.15) $ (2.27)
Net loss—diluted . ........ ..., (1.20) (0.90) (1.15) (2.27)
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22. SUBSEQUENT EVENTS

On January 1, 2005, the Company purchased one self-storage facility located in Palmdale, California from
certain members of management and a director for cash of $6,500. The independent board members approved
this acquisition.

On January 18, 2005, the Company purchased one self-storage facility located in Avenel, New Jersey from a
third party for cash of $9,700. The Company paid cash of $5,564 and assumed net liabilities of $4,136.

On February 28, 2005, the Company purchased one self-storage facility located in Atlanta, Georgia from a
third party for cash of $11,771.

On March 8, 2005, the Company purchased four self-storage facilities located in Florida from a third party
for cash of $29,600.
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Real Estate and Accumulated Depreciation

Land costs

(Dollar in thousands)

Building costs Land B

o2 3

Gross carrying amount at December 31, 2004

Date acquired

Land improvements subsequent ubseq Adjustment Adjustmgnt Building and Accumulated or development
Description Debt  initial cost  Inmitial cost  to acquisition to acquisition 2) ?2) Land improvements Total depreciation completed
Oxford, MA .......... $1,681 $ 482 $1,762 $— $ 64 $ 46 $168 $ 528 $1,994 $ 2,522 $260 Oct-99
Oakland, CA ......... 4,588 — 3,777 — 88 — 494 — 4,359 4,359 481 Apr-00
Casitas, CA .......... 4,710 1,431 2,976 — 3 180 374 1,611 3,353 4,964 367 Mar-00
Lamont St., NV ....... 1,090 251 717 — 80 27 87 278 884 1,162 100 Feb-00
Halls Ferry, MO ...... 2,452 631 2,159 — 63 59 205 690 2,427 3,117 270 Jun-00
Forest Park, MO ...... 1,241 156 1,313 — 99 17 151 173 1,563 1,736 183 Jun-00
Banksville, PA . ....... 2,190 991 1,990 — 202 91 199 1,082 2,391 3,473 246 Aug-00
N. Lauderdale, FL ... .. 2,498 428 3,516 — 86 31 260 459 3,862 4,321 430 Aug-00
Forest Hill, FL . . ... ... 2,540 1,164 2,511 — 62 82 180 1,246 2,753 3,999 302 Aug-00
Fountainbleau, FL . .. .. 4,623 1,325 4,395 — 109 114 388 1,439 4,892 6,331 541 Aug-00
Kendall, FL .......... 8,467 5,315 4,305 — 58 544 447 5,859 4,810 10,669 508 Aug-00
Margate, FL . ......... 2,938 430 3,139 — 42 39 287 469 3,468 3,937 371 Aug-00
Military Trail, FL ... .. 2,724 1,312 2,511 — 68 104 204 1,416 2,783 4,199 307 Aug-00
Inglewood, CA ....... 4,545 1,379 3,343 — 129 150 377 1,529 3,849 5,378 416 Aug-00
Burbank, CA ......... 9,034 3,199 5,082 — 61 419 672 3,618 5,815 9,433 595 Aug-00
Pico Rivera, CA ...... 3,500 1,150 3,450 — 5 — — 1,150 3,455 4,605 273 Aug-00
Northborough, MA .... 2,608 280 2,715 — 194 — — 280 2,909 3,189 289 Feb-01
Ashland, MA ......... 3,019 474 3,324 — 115 — — 474 3,439 3,913 168 Jun-03
Hoboken, NJ ......... 6,230 2,687 6,092 — 27 — — 2,687 6,119 8,806 391 Jul-02
Plainview, NY ........ 1,700 4,287 3,710 — 80 — — 4,287 3,790 8,077 398 Dec-00
Metuchen, NJ (1) ...... 5,000 1,153 4,462 — 57 — — 1,153 4,519 5,672 346 Dec-01
Nanuet, NY .......... 5,200 2,072 4,644 — 28 — — 2,072 4,672 6,744 341 Feb-02
Dedham, MA ......... 2,326 2,127 3,041 — 228 — — 2,127 3,269 5,396 238 Mar-02
Groton, CT .......... 2,940 1,277 4,010 — — — — 1,277 4,010 5,287 51 Jan-04
Whittier, CA ......... 2,544 — 2,985 — — — — — 2,985 2,985 192 Jun-02
Kingston, MA (1) ..... 2,000 555 2,491 — 9 — — 555 2,500 3,055 143 Oct-02
Mt Vernon, NY ....... 6,256 1,926 7,622 — 20 — — 1,926 7,642 9,568 369 Nov-02
North Bergen, MA .... 5907 2,100 6,606 — 2 — — 2,100 6,608 8,708 262 Jul-03
Saugus, MA .......... 5,345 1,725 5,514 — 60 — — 1,725 5,574 7,299 230 Jun-03
Stockton, CA ......... 3,240 649 3,272 — 13 — — 649 3,285 3,934 226 May-02
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(Dollar in thousands)

Gross carrying amount at December 31, 2004

Building and  Land costs  Building costs Land Buildi Date acquired

Land  improv t 1bseq ubseq Adjustment Adjustmgnt Building and Accumulated or development

Description Debt initial cost  Initial cost  to acquisition to acquisition 2) 2) Land improvements Total depreciation completed
Whethersfield, CT .... $ 3,061 $ 709 $ 4,205 $— $ 21 $— $— $ 709 $ 4226 $ 4935  $252 $ Aug-02
Milton, MA ......... 4,653 2,838 3,979 — 204 — — 2,838 4,183 7,021 197 Nov-02
Weymouth, MA . .. ... 4,640 2,806 3,103 — 8 — — 2,806 3,111 5,917 362 Sep-00
Lynn, MA .......... 2,480 1,703 3,237 — 27 — — 1,703 3,264 4,967 295 Jun-01
Edison, NJ .......... 7,150 2,519 8,547 — 154 — — 2,519 8,701 11,220 681 Dec-01
Egg Harbor, NJ ...... 5,899 1,724 5,001 — 217 — — 1,724 5,218 6,942 411 Dec-01
Hazlet, NJ .......... 10,560 1,362 10,262 — 177 — — 1,362 10,439 11,801 813 Dec-01
Howell, NJ.......... 3,256 2,440 3,407 — 111 — — 2,440 3,518 5,958 282 Dec-01
Old Bridge, NJ ...... 6,136 2,758 6,450 — 197 — — 2,758 6,647 9,405 537 Dec-01
Woodbridge, NJ ..... 4,199 505 4,524 — 155 — — 505 4,679 5,184 386 Dec-01
Raynham, MA ....... 3,640 588 2,270 — 66 82 323 670 2,659 3,329 154 May-00
Doylestown, PA ..... 3,824 220 3,442 — 63 24 384 244 3,889 4,133 208 Nov-99
Glen Rock, NJ ... .... 4,080 1,109 2,401 — 31 113 246 1,222 2,678 3,900 146 Mar-01
Lyndhurst, NJ ....... 6,944 2,679 4,644 — 43 250 437 2,929 5,124 8,053 282 Mar-01
South Holland, IL. .... 2,954 839 2,879 — 38 26 89 865 3,006 3,871 177 Oct-02
Fontana (D), CA ..... 3,588 1,246 3,356 — 84 54 146 1,300 3,586 4,886 106 Oct-03
Fontana (A), CA ..... 3,440 961 3,846 — 18 39 158 1,000 4,022 5,022 227 Sep-02
Merrimack, NH . ... .. 3,752 754 3,299 — 33 63 279 817 3,611 4,428 198 Apr-99
Arvada,CO(1) ...... 1,000 286 1,521 — 174 — — 286 1,695 1,981 212 Sep-00
Denver, CO(1) ...... 2,000 602 2,052 — 101 143 512 745 2,665 3,410 258 Sep-00
Thornton, CO (1) ... .. 2,000 212 2,044 — 221 36 389 248 2,654 2,902 275 Sep-00
Westminister,

CO) ........... 1,000 291 1,586 — 138 8 48 299 1,772 2,071 203 Sep-00
Norwood, MA (1) .... 3,000 2,160 2,336 — 1,144 61 95 2,221 3,575 5,796 215 Aug-99
Somerville, MA (1) ... 6,000 1,728 6,570 — 41 3 13 1,731 6,624 8,355 497 Jun-01
Crest Hill, IL ........ 2,948 847 2,946 — 15 121 424 968 3,385 4,353 118 Jul-03
Marshfield, MA ... ... 3,033 1,039 4,155 — 11 — — 1,039 4,166 5,205 76 Mar-04
Tracy (D), CA ....... — 778 2,638 — 33 133 447 911 3,118 4,029 111 Jul-03
Tracy (A),CA ....... — 946 1,937 — — — — 946 1,937 2,883 76 Apr-04
Bronx, NY

(Fordham Rd) ..... 12,000 3,995 11,870 — 189 — — 3,995 12,059 16,054 116 Aug-04
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Description

Lumberton, NJ .. .....
Bayville, NJ
Union, NJ
Bensalem, PA
Sherman Oaks, CA . ..

Mesa, AZ ...........
Lanham, MD (1)
Lawrenceville, NJ . . ..
Morrisville, NJ (1) .. ..
Philadelpha, PA
Quincy, MA .........
Dedham II, MA
Waltham, MA
Woburn, MA

Cambridge, MA ... ...
Foxboro, MA
Hudson, MA
Worcester, MA
Auburn, MA

Brockton, MA
Parlin, NJ ...........
Penn Ave, PA
Kennedy, PA
Stoughton, MA
Claremont, CA
Kearns, UT
San Bernardino, CA ..

Extra Space Storage Inc.

Schedule III

Real Estate and Accumulated Depreciation

(Dollar in thousands)

Gross carrying amount at December 31, 2004

Building and  Land costs  Building costs Land Building Date acquired
Land  improv t ubsequent ubseq Adjustment Adjustment Building and Accumulated or development

Debt initial cost  Initial cost  to acquisition to acquisition 2) 2) Land improvements Total depreciation completed
— $ 826 $ 3,930 $— $ — $— $— $ 826 $3930 $4756 $ 4 Dec-04
— 1,191 5,312 — — — — 1,191 5,312 6,503 — Dec-04
— 1,754 6,237 — — — — 1,754 6,237 7,991 — Dec-04
— 1,131 4,525 — — — — 1,131 4,525 5,656 — Dec-04
13,400 4,051 12,152 — — — — 4,051 12,152 16,203 91 Aug-04
7,357 2,803 8,410 — — — — 2,803 8,410 11,213 63 Aug-04
2,108 684 2,069 — 9 — — 684 2,078 2,762 53 Jan-04
2,792 1,075 4,042 — — — — 1,075 4,042 5,117 39 Aug-04
2,793 848 2,543 — 12 — — 848 2,555 3,403 63 Jan-04
1,568 849 2,547 — 19 — — 849 2,566 3,415 25 Aug-04
10,000 3,349 10,079 — 252 — — 3,349 10,331 13,680 231 Feb-04
11,946 3,402 10,230 — 150 — — 3,402 10,380 13,782 234 Feb-04
6,000 2,487 7,494 — 165 — — 2,487 7,659 10,146 174 Feb-04
— 1,965 5,925 — 128 — — 1,965 6,053 8,018 137 Feb-04
— 1,359 4,078 — 114 — — 1,359 4,192 5,551 100 Feb-04
6,700 2,443 7,328 — 127 — — 2,443 7,455 9,898 162 Feb-04
— 3,770 11,310 — 133 — — 3,770 11,443 15,213 244 Feb-04
— — — — 94 — — — 94 94 5 Feb-04
— — — — 68 — — — 68 68 1 Feb-04
3,680 759 4,158 — 13 — — 759 4,171 4,930 550 May-04
2,800 806 3,122 — 17 — — 806 3,139 3,945 417 May-04
1,784 212 2,308 — 1,419 — — 212 3,727 3,939 342 May-04
3,680 918 3,728 — 2 — — 918 3,730 4,648 401 May-04
2,440 647 2,762 — 6 — — 647 2,768 3,415 225 May-04
4,240 — 5,273 — 13 — — — 5,286 5,286 469 May-04
2,960 889 4,117 — 24 — — 889 4,141 5,030 407 May-04
2,544 736 3,173 — — — — 736 3,173 3,909 345 May-04
3,080 1,754 2,769 — 10 — — 1,754 2,779 4,533 263 May-04
2,624 1,472 2,012 — — — — 1,472 2,012 3,484 30 Jun-04
2,520 642 2,607 — 5 — — 642 2,612 3,254 40 Jun-04
3376 1,213 3,061 — 5 — — 1,213 3,066 4,279 46 Jun-04
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Real Estate and Accumulated Depreciation

Land costs  Building costs

(Dollar in thousands)

Land Buildi

Gross carrying amount at December 31, 2004

Date acquired

Land improvements subseq ubseq Adjustment Adjustmgnt Building and Accumulated or development
Description Debt initial cost Initial cost to acquisition to acquisition 2) ?2) Land improvements Total depreciation completed
Torrance, CA ......... $6,960 $3,710  $6,271 $— $ 30 $— $— $3,710 $6,301 $10,011 $96 Jun-04
Livermore, CA ....... 4,920 1,134 4,615 — — — — 1,134 4,615 5,749 69 Jun-04
Richmond, CA . ....... 4,696 953 4,635 — — — — 953 4,635 5,588 70 Jun-04
Hawthorne, CA ....... 3,840 1,532 3,871 — 15 — — 1,532 3,886 5,418 59 Jun-04
Glendale, CA ......... 4,480 — 6,084 — — — — — 6,084 6,084 91 Jun-04
No. Miami, FL.. ... .. .. 5,848 1,256 6,535 — 7 — — 1,256 6,542 7,798 98 Jun-04
Arlington, TX ........ 2,020 518 2,448 — — — — 518 2,448 2,966 24 Aug-04
Austin, TX ........... 3,944 844 4,320 — 6 — — 844 4,326 5,170 42 Aug-04
Charleston, SC........ 3,791 1,241 4,045 — 10 — — 1,241 4,055 5,296 39 Aug-04
Cheshire, GA . ........ 8,169 3,624 8,082 — 24 — — 3,624 8,106 11,730 78 Aug-04
Columbia, SC ........ 3,182 813 3,212 — — — — 813 3,212 4,025 31 Aug-04
Culebra, TX .......... 2,068 1,231 1,761 — 9 — — 1,231 1,770 3,001 17 Aug-04
Dallas, TX ........... 6,332 4,297 5,995 — 7 — — 4,297 6,002 10,299 58 Aug-04
Fort Myers, FL. ....... 5,082 1,640 4,569 — 8 — — 1,640 4,577 6,217 44 Aug-04
Fort. Worth, TX . ...... 3,880 612 5,619 — 11 — — 612 5,630 6,242 55 Aug-04
Ft Lauderdale, FL. .. ... 4,457 1,539 4,078 — — — — 1,539 4,078 5,617 39 Aug-04
Goose Creek, SC ...... 4,184 1,632 4,240 — 6 — — 1,632 4,246 5,878 41 Aug-04
Grand Prairie, TX ..... 2,204 534 2,259 — 6 — — 534 2,265 2,799 22 Aug-04
Holcomb Bridge, GL ... 2,445 1913 1,539 — 3 — — 1,913 1,542 3,455 15 Aug-04
Madeira Beach, FL. . ... 4,857 1,635 5,007 — 4 — — 1,635 5,011 6,646 48 Aug-04
Metairie, LA ......... 5,419 1,994 4,089 — 6 — — 1,994 4,095 6,089 40 Aug-04
New Orleans, LA .. ... 7,927 3,935 4,194 — 10 — — 3,935 4,204 8,139 41 Aug-04
Orlando, FL .......... 5,290 1,179 4,856 — 5 — — 1,179 4,861 6,040 47 Aug-04
Port Charlotte, FL. . . ... 4,481 1,347 4,492 — 11 — — 1,347 4,503 5,850 44 Aug-04
Riverview, FL. ... ... .. 3,591 634 2,863 — 4 — — 634 2,867 3,501 28 Aug-04
Roswell, GA ......... 2,813 1,615 1,967 — 10 — — 1,615 1,977 3,592 19 Aug-04
Snellville, GA ........ 5,210 2,610 3,905 — 3 — — 2,610 3,908 6,518 38 Aug-04
Stone Mountain, GA ... 4,256 1,762 4,250 — 3 — — 1,762 4,253 6,015 41 Aug-04
Summerville, SC ... ... 3,591 436 4,319 — 4 — — 436 4,323 4,759 42 Aug-04
Valrico, FL .......... 4272 1,161 4,278 — 3 — — 1,161 4,281 5,442 41 Aug-04
West Broad, VA ...... 5,723 2,236 5,302 — 6 — — 2,236 5,308 7,544 51 Aug-04
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Real Estate and Accumulated Depreciation
(Dollar in thousands)

Gross carrying amount at December 31, 2004

Building and  Land costs Building costs Land Building Date acquired
Land improv ts subsequent bsequent Adjustment Adjustment Building and Accumulated or development
DeLimion Debt initial cost Initial cost  to acquisition to acquisition 2) ?2) Land improvements Total depreciation completed
Westchase, TX . . ... $ 1,812 % 245 $ 1,450 $— $ 10 $ — $ —  § 245 $ 1460 $ 1,705 $ 14 Aug-04
San Bernardino
(Dev),CA ...... — 750 — — — — — 750 — 750 —
Miscellaneous
other (1) ........ 468 677 2,202 — 68 — — 677 2,270 2,947 137
Construction in
Progress ........ — — 1,963 — — — — — 1,963 1,963 —
Intangible-In-place
leases &
relationships . . . .. — — 15,426 — — — — — 15,426 15,426 4,394
$472,977 $176,874 $527,983 $— $8,840  $3,059 $8,483 $179,933 $545,306 $725,238 $28,339

(1) Represents property securing the line of credit. The total outstanding balance of the line of credit was allocated by the Company based on the relative
values of real estate for each property.
(2) Land and building adjustments relate to the acquistion of joint venture partners interest.



Extra Space Storage Inc.

Schedule III
Real Estate and Accumulated Depreciation
(Dollar in thousands)

Activity in real estate facilities during the years ended December 31, 2004, 2003 and 2002 is as follows:

2004 2003 2002
Operating facilities
Balance at beginningof year ........... ... ... .. . L $286,718 $241,798 $191,237
ACQUISILIONS . . ..ottt 424,730 — 8,327
Improvements and equipment purchases .......................... 3,285 472 1,487
Transfers from construction in progress . ......................... 8,542 52,753 40,747
Dispositions and other . ............. .. .. .. i — (8,305) —
Balance atend of year ............. ... ... . i $723,275 $286,718 $241,798
Accumulated depreciation:
Balance at beginningof year ........... ... ... ... ... ... ... $ 12284 $ 7,150 $ 3,435
Depreciation Xpense . ... ..vuvt vt e 12,454 5,837 4,569
Dispositions and other . ........... ... . i 3,601 (703) (854)
Balance atend of year ............. ... ... $ 28,339 $ 12,284 $ 7,150
Construction in progress
Balance at beginning of year ........... ... .. ... .. $ 79940 $ 71,767 $ 54,284
Current development .. ...... ...ttt 19,487 65,440 58,230
Transfers to operating facilities .............. .. .. .. .. . ... (8,542) (52,753) (40,747)
Dispositions and other . ........... ... . i (88,922) 4,514) —
Balance atend of year ........... ... . 0t $ 1,963 $ 79,9490 $ 71,767
Net real estate aSSelS . . . ottt e e $696,899 $354,374 $306,415

The aggregate cost of real estate for U.S. federal income tax purposes is $723,275
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Item 9A. Controls and Procedures

The Company has established and maintains disclosure controls and procedures that are designed to ensure
that information required to be disclosed in the Company’s Exchange Act reports is recorded, processed,
summarized and reported within the time periods specified in the SEC’s rules and forms, and that such
information is accumulated and communicated to the Company’s management, including its Chief Executive
Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required. The Company
has formed a disclosure committee that is responsible for considering the materiality of information and
determining the disclosure obligations of the Company on a timely basis. The disclosure committee reports
directly to the Company’s Chief Executive Officer and Chief Financial Officer.

As of the end of the period covered by this report, the Company carried out an evaluation, under the
supervision and with the participation of management, including the Chief Executive Officer and the Chief
Financial Officer, of the effectiveness of the design and operation of the Company’s disclosure controls and
procedures. Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that
the disclosure controls and procedures were effective as of the end of the period covered by this report.

There have been no significant changes in the Company’s internal controls that could significantly affect the
internal controls subsequent to the date the Company completed its evaluation.
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PART III

Item 10. Directors and Executive Officers of the Registrants

The information required by this item with respect to directors is hereby incorporated by reference to the
material appearing in the Company’s definitive proxy statement filed in connection with the annual shareholders’
meeting (the “Proxy Statement”). Information required by this item with respect to executive officers is provided
in Item 4A of this report. See “Executive Officers of the Company.”

The information required to be filed regarding compliance with Section 16(a) of the Securities Exchange
Act of 1934, as amended, is hereby incorporated by reference to the material appearing in the Company’s Proxy
Statement.

The information required by this item with respect to audit committee financial expert is hereby
incorporated by reference to the material appearing in the Company’s Proxy Statement.

The information required by this item with respect to the adoption of a code of ethics is hereby incorporated
by reference to the material appearing in the Company’s Proxy Statement. The Company’s Code of Business
Ethics, which applies to all employees, officers and directors, including the principal executive officer, principal
financial officer and principal accounting officer, is posted on the Company’s website at
http://www.extraspace.com.

The Board of Directors has adopted Corporate Governance Guidelines and charters for its Audit Committee
and Compensation, Nominating and Governance Committee, each of which is posted on the Company’s website.
Investors may obtain a free copy of the Code of Business Ethics, the Corporate Governance Guidelines or the
committee charters by contacting the Investor Relations Department at 2795 East Cottonwood Parkway, Suite 400,
Salt Lake City, Utah 84121, Attn: James Overturf or by telephoning (801) 562-5556.

Item 11. Executive Compensation

Information required by this Item is hereby incorporated by reference to the material appearing in the
Company’s Proxy Statement for its 2005 Annual Meeting of Stockholders to be filed within 120 days after
December 31, 2004.

Item 12. Security Ownership of Certain Beneficial Owners and Management

The information required by this item is hereby incorporated by reference to the material appearing in the
Proxy Statement under the captions “Election of Directors—Security Ownership of Certain Beneficial Owners”
and “Security Ownership of Management.”

The Company has one equity based compensation plan, the 2004 Long-Term Incentive Compensation Plan.
The following table sets forth information as of December 31, 2004 concerning this compensation plan, which
was adopted by the Company’s board of directors prior to the issuance of shares pursuant to the Company’ initial
public offering. The Company does not have any equity compensation plans that are not approved by
stockholders.
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Equity Compensation Plan Information

Number of common
shares remaining
available for future

Number of common issuance under equity
shares to be issued Weighted-average compensation plans
upon exercise of exercise price of (excluding common
outstanding options, outstanding options, shares reflected in
warrants and rights  warrants and rights common (a)
Plan category (a) (b) (c)
Equity compensation plans approved by security
holders ......... ... . .. i 1,568,000 $12.50 6,320,000
Equity compensation plans not approved by security
holders ......... ... . .. i — — —

(a) the number of securities to be issued upon the exercise of outstanding options, warrants and rights;

(b) the weighted-average exercise price of such options, warrants and rights;

(c) other than securities to be issued upon the exercise of such outstanding options, warrants and rights, the
number of securities remaining available for future issuance under the plan.

Item 13. Certain Relationships and Related Transactions

Information required by this Item is hereby incorporated by reference to the material appearing in the
Company’s Proxy Statement to be filed within 120 days after December 31, 2004.

Item 14. Principal Accountant Fees and Services

Information required by this Item is hereby incorporated by reference to the material appearing the
Company’s Proxy Statement to be filed within 120 days after December 31, 2004.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

(a) “Financial Statements and Schedules—see Index to Financial Statements included in Item 8.”
(b) Reports on Form 8-K

Form 8-K filed on August 23, 2004 to announce the acquisition of joint venture interests held by Equibase
Mini Warehouse and its affiliates for $35.8 million in cash and 114,928 OP units issued by Extra Space Storage
LP, the operating partnership. Also the Company announced the acquisition of joint venture interests held by
affiliates of the Moss Group for $184,000 in cash and 1,006,684 OP Units in cash.

Form 8-K filed on August 26, 2004 to announce the acquisition of 26 properties from Storage Spot
Properties No. 1 L.P. and Storage Spot Properties No. 4 L.P. for $146.5 million, the closing of a $111 million
senior fixed rate mortgage loan, and a $37 million dollar variable rate loan.

Form 8-K filed on August September 9, 2004 to announce the completion of the acquisition of the preferred
equity interest held by FREAM No. 39LLC and the Fidelity Pension Fund Real Estate Investment LLC for

approximately $21.5 million in cash and the closing of $100 million secured revolving credit facility.

Form 8-K filed on September 27, 2004 to announce the issuance of a press release of financial results for the
quarter ended June 30, 2004.

Form 8-K filed on October 4, 2004 to announce the closing of a reverse interest rate swap with U.S. Bank
National Association relating to the Company’s existing $61.8 million mortgage loan with Wachovia Bank, N.A.

Form 8-K filed on November 12, 2004 to announce that Dean Jernigan resigned from its Board of Directors.

Form 8-K filed on November 19, 2004, announcing the financial results for the quarter ended September 30,
2004.

(c) Exhibits
Exhibit
Number Description
3.1 Amended and Restated Articles of Incorporation of Extra Space Storage Inc. (1)

32 Bylaws of Extra Space Storage Inc. (1)

33 Amended and Restated Agreement of Limited Partnership of Extra Space Storage LP. (1)
34 Declaration of Trust of ESS Holdings Business Trust L. (1)

3.5 Declaration of Trust of ESS Holdings Business Trust II. (1)

10.1 Registration Rights Agreement, by and among Extra Space Storage Inc. and the parties listed on
Schedule I thereto. (1)

10.2 License between Centershift Inc. and Extra Space Storage LP. (1)

10.3 Loan Agreement, dated as of March 8, 2004, by and between General Electric Capital Corporation

and Extra Space Properties Eight LLC. (1)

10.4 Loan Agreement, dated as of March 8, 2004, by and between General Electric Capital Corporation
and Extra Space Properties Three LLC. (1)
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Exhibit
Number

Description

10.5

10.6

10.7

10.8

10.9

10.10
10.11

10.12

10.13

10.14

10.15

10.16
10.17

10.18

10.19

10.20

10.21

10.22
14.0
21.1
31.1
31.2
32

Loan Agreement, dated as of March 8, 2004, by and between General Electric Capital Corporation
and Extra Space of New Jersey, L.L.C. (1)

Loan Agreement, dated as of May 4, 2004, by and between Extra Space of Northborough LLC, Extra
Space of Whittier LLC, Extra Space of Stockton LLC, Extra Space of Weymouth LLC, and Extra
Space of Lynn LLC, and Bank of America, N.A. (1)

Loan Agreement, dated as of May 4, 2004, by and between Extra Space Properties Ten LLC and
Bank of America, N.A. (1)

Loan Agreement, dated as of May 4, 2004, by and between Extra Space of Raynham LLC, Extra
Space of Doylestown LLC, Extra Space of Glen Rock LLC, Extra Space of Fontana One LLC, and
Extra Space of Merrimack LLC, and Bank of America, N.A. (1)

2004 Long-Term Compensation Incentive Plan. (1)
Extra Space Storage Performance Bonus Plan. (1)

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

Employment Agreement, dated July 27, 2004, by and between Extra Space Storage Inc. and Kent
W. Christensen. (1)

Employment Agreement, dated July 27, 2004, by and between Extra Space Storage Inc. and Charles
L. Allen. (1)

Form of 2004 Long Term Incentive Compensation Plan Option Award Agreement for Employees
with employment agreements.

Form of 2004 Long Term Incentive Compensation Plan Option Award Agreement for employees
without employment agreements.

Form of 2004 Non-Employee Directors Share Plan Option Award Agreement for Directors.

Joint Venture Agreement, dated June 1, 2004, by and between Extra Space Storage LLC and
Prudential Financial, Inc. (1)

Purchase Agreement, by and between Extra Space Storage LLC and Fidelity Management Trust
Company. (1)

Membership Interest Purchase Agreement, dated April 27, 2004, by and between Extra Space
Storage LLC and Strategic Performance Fund-II, Inc. (1)

Promissory Note dated April 28, 2004 from Extra Space Storage payable to Strategic Performance
Fund-II, Inc. (1)

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

Extra Space Storage Non-Employee Director Plan. (1)

Code of Business Conduct and Ethics

Subsidiaries of the Company (1)

Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certifications of the 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.

(1) Incorporated by reference from the Company’s Registration Statement on Form S-11 (File No. 333-115436
dated August 11, 2004
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

EXTRA SPACE STORAGE INC.

Date: March 15, 2005 By: /s/  KENNETH M. WOOLLEY

Kenneth M. Woolley
Chairman and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Date: March 15, 2005 By: /s/  KENNETH M. WOOLLEY

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

Date: March 15, 2005 By: /s/  KENT W. CHRISTENSEN

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

Date: March 15, 2005 By: /s/  P.ScOTT STUBBS

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

Date: March 15, 2005 By: /S/ ANTHONY FANTICOLA

Anthony Fanticola
Director

Date: March 15, 2005 By: /s/ SPENCER F. KIRK

Spencer F. Kirk
Director

Date: March 15, 2005 By: /s/  ROGER B. PORTER

Roger B. Porter
Director

Date: March 15, 2005 By: /s/ K. FRED SKOUSEN

K. Fred Skousen
Director
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CORPORATE DATA

Corporate Headquarters

2795 East Cottonwood Parkway
Suite 400

Salt Lake City, Utah 84121
801-562-5556

Transfer Agent

American Stock Transfer & Trust
Company

59 Maiden Lane

New York, New York 10038

Independent Auditors
PricewaterhouseCoopers
Salt Lake City, Utah

Legal Counsel
Clifford Chance
New York, New York

Stock Information

The Company’s common stock
trades on the New York Stock
Exchange under the symbol
“EXR”

Annual Meeting of Shareholders
Extra Space Storage Inc.’s annual
meeting of shareholders will be
held May 16, 2005 at the Grand
America Hotel in Salt Lake
City, Utah.

Form 10-K Information
A copy of the Company’s annual
report on Form 10-K, filed with the
Securities Exchange Commission,
will be furnished, free of charge
on written request to:

Investor Relations

2795 East Cottonwood Parkway
Suite 400

Salt Lake City, Utah 84121
801-562-5556

A fully downloadable version of
the Company’s annual report
can also be found on the
Company’s website at
www.extraspace.com in the
investor relations section.
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