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Report of Independent Registered Public Accounting Firm
 

To The Plan Administrator of the
Extra Space Management, Inc. 401(k) Plan
 
We have audited the accompanying statements of net assets available for benefits of the Extra Space Management, Inc. 401(k) Plan (the Plan) as of
December 31, 2013 and 2012, and the related statement of changes in assets available for benefits for the year ended December 31, 2013. These financial
statements are the responsibility of the Plan’s management. Our responsibility is to express an opinion on these financial statements based on our audits.
 



We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.  The Plan is not
required to have, nor were we engaged to perform, an audit of its internal control over financial reporting.  Our audit included consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Plan’s internal control over financial reporting. Accordingly, we express no such opinion. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the assets available for benefits of the Plan as of December 31,
2013 and 2012, and the changes in net assets available for benefits for the year ended December 31, 2013 in conformity with accounting principles generally
accepted in the United States of America.
 
Our audit was performed for the purpose of forming an opinion on the basic financial statements taken as a whole. The supplemental schedule H, line 4i —
schedule of assets (held at end of year) as of December 31, 2013 and supplemental Schedule H, line 4a - schedule of delinquent participant contributions for
the year ended December 31, 2013 are presented for the purpose of additional analysis and are not a required part of the basic financial statements but are
supplementary information required by the Department of Labor’s Rules and Regulations for Reporting and Disclosure under the Employee Retirement
Income Security Act of 1974, as amended. The supplemental schedules are the responsibility of the Plan’s management and have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole.
 
/s/ Haynie and Company
Salt Lake City, Utah
June 24, 2014
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Extra Space Management, Inc. 401(k) Plan
Statements of Net Assets Available for Benefits

 
  

December 31,
 

  
2013

 
2012

 

Assets
     

      
Investments, at fair value:

     

Money market
 

$ 2,616,662
 

$ 2,864,669
 

Mutual funds
 

29,442,281
 

23,245,616
 

Extra Space Storage Inc. common stock
 

1,293,975
 

1,169,836
 

      
Total investments

 

33,352,918
 

27,280,121
 

      
Receivables:

     

Notes receivable from participants
 

1,125,114
 

838,238
 

Participant contributions
 

1,652
 

43,320
 

Employer contributions
 

982
 

21,055
 

      
Total receivables

 

1,127,748
 

902,613
 

      
Total assets available for benefits

 

$ 34,480,666
 

$ 28,182,734
 

 
See accompanying notes to financial statements.
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Extra Space Management, Inc. 401(k) Plan
Statement of Changes in

Net Assets Available for Benefits
 
  

For the Year Ended
 

  
December 31, 2013

 

    
Additions:

   

    
Investment Income

   

    
Net appreciation in fair value of investments

 

$ 4,294,472
 

    
Interest and dividends

 

1,472,655
 

    
Contributions:

   
  



Participants 2,446,224
Employer

 

1,296,214
 

Rollover
 

140,511
 

    
Total contributions

 

3,882,949
 

    
Total additions

 

5,355,604
 

    
Deductions:

   

Benefits paid to participants
 

3,327,892
 

Administrative expenses
 

24,252
 

    
Total deductions

 

3,352,144
 

    
Net appreciation in assets available for benefits

 

6,297,932
 

    
Net Assets available for benefits:

   

Beginning of the year
 

28,182,734
 

    
End of the year

 

$ 34,480,666
 

 
See accompanying notes to financial statements.
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Extra Space Management, Inc. 401(k) Plan
Notes to Financial Statements

 
1.              DESCRIPTION OF PLAN
 
The following description of the Extra Space Management, Inc. 401(k) Plan (the “Plan”) provides only general information.  Participants should refer to the
Plan agreement for a more complete description of the Plan’s provisions.
 
General
 
The Plan is a defined contribution plan which covers all employees of Extra Space Management, Inc. (“Sponsor”) who have reached age 21.  Field employees
are eligible after one year of service and corporate employees are eligible after 90 days of service. The Plan is subject to the provisions of the Employee
Retirement Income Security Act of 1974 (“ERISA”), as amended.
 
Extra Space Storage, Inc. (the “Company”) appoints a committee to administer the Plan.  As of December 31, 2013, the Plan Administrative Committee was
comprised of four members of management, with Fidelity Management Trust Company (“Fidelity” or “Trustee”) acting as Trustee.
 
Contributions
 
Contributions are made to the Plan by both employees and the Sponsor.  Employee contributions to the Plan are deferrals of the employee’s compensation
made through a direct reduction of compensation in each payroll period.  Participating employees may contribute a percentage of their annual compensation
up to 60% of eligible compensation, or $17,500.  The Plan also provides participants who are age 50 or older by the end of the calendar year, and who are
making deferral contributions to the Plan, the option to make catch-up contributions of up to $5,500 per year.  The Sponsor matches 100% of the first 3% of
the participant’s eligible contribution and 50% of the next 2%.  The Plan Sponsor, at its discretion, may make an additional matching contribution, not to
exceed 4% of the employee’s compensation.  Participants direct the investment of their contributions and the Sponsor’s match into various investment options
offered by the Plan.
 
Participant Accounts
 
Each participant’s account is adjusted for the participant’s contribution, the Sponsor’s matching contribution, expenses, and earnings and losses specifically
identified with the participant’s investment account.  The benefit to which a participant is entitled is the benefit that can be provided from the participant’s
vested account.
 
Vesting
 
Participants are immediately vested in their contributions and the Sponsor’s matching contributions.
 
Notes Receivable from Participants
 
Participants may borrow from their Plan accounts a minimum of $1,000 and up to a maximum of $50,000 or 50% of their account balance.  These loans are
subject to a repayment period of no more than five years, unless the loan is withdrawn for the purchase of a participant’s primary residence, in which case the
repayment period may not extend beyond 10 years.  The loans are secured by the balance in the participant’s account, and principal and interest payments are
paid ratably by the participant through payroll deductions.
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Extra Space Management, Inc. 401(k) Plan
Notes to Financial Statements - Continued

 
1.              DESCRIPTION OF PLAN - Continued
 
Plan Termination
 
Although it has not expressed any intent to do so, the Sponsor has the right under the Plan to terminate the Plan, subject to the provisions of ERISA. In the
event the Plan is terminated, all participant accounts would be distributed among the participants in accordance with the terms set forth in the Plan.
 
Payment of Benefits
 
Upon termination of service due to death, disability, or retirement, a participant may receive a lump-sum amount equal to the vested benefits in his or her
account.  Under certain circumstances, including financial hardship, participants may withdraw their contributions prior to the occurrence of these events. 
The Plan Administrators make determinations related to hardship withdrawals.  Vested accounts for terminated employees which do not exceed $5,000 but are
greater than $1,000 are automatically rolled over into an individual retirement account.  Accounts which are less than $1,000 are automatically distributed in a
lump sum.
 
2.              SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 
Investment Options
 
The Plan’s assets are invested in various investment options offered by the Trustee and in stock of the Company, as directed by Participants.  Participants may
change their investment options at will.
 
Basis of Accounting
 
The accompanying financial statements of the Plan are prepared using the accrual method of accounting in accordance with U.S. generally accepted
accounting principles (“U.S. GAAP”).
 
Estimates
 
The preparation of financial statements in conformity with U.S. GAAP requires the Plan administrators to make estimates and assumptions that affect certain
reported amounts and disclosures.  Accordingly, actual results may differ from those estimates.  Certain of those key estimates include the fair value of
investments.
 
Investment Valuation and Income Recognition
 
The Plan’s valuation methodology used to measure the fair values of mutual funds and common stocks was derived from quoted market prices as all of these
instruments have active markets. The money market portfolio is stated at cost, which approximates fair value.
 
Net appreciation in the fair value of investments includes realized and unrealized gains (losses) on investments, and is recognized in income.  Net unrealized
gains (losses) represent the difference between the book value (which represents the prior year ending fair value, or cost if the investment was purchased
during the year) and the fair value of investments held at year-end.  Purchases and sales of securities are recorded on a trade-date basis.  Interest income is
recorded on the accrual basis.  Dividends are recorded on the ex-dividend date.  Dividends and interest are reinvested as earned.
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Extra Space Management, Inc. 401(k) Plan
Notes to Financial Statements - Continued

 
2.              SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
 
Administrative Expenses
 
The Sponsor pays all administrative expenses of the Plan, except for the loan processing fees and fees associated with additional participant services. The fees
associated with loan processing and additional services are paid by the participant’s account.  Total administrative fees paid by the Sponsor were $24,252 for
the year ended December 31, 2013.
 
Payment of Benefits
 
Benefits are recorded when paid by the Plan.
 
Notes Receivable from Participants
 
Notes receivable from participants are recorded at their unpaid principal balance plus any accrued but unpaid interest.  Interest income is recognized over the
terms of the notes at the rate specified in the loan documents.  As of December 31, 2013, outstanding loans totaled $1,125,114 with interest rates ranging from
4.25% to 9.75% and maturity dates ranging from January 30, 2014 to July 27, 2023.  Fees related to notes receivable from participants are recorded as
administrative expenses when incurred.  If a participant defaults, the carrying amount of the note receivable from the participant is eliminated and a benefit
payment is recorded at the time the participant has a distributable event. Notes receivable from participants are considered delinquent when payments are not
made in accordance with the terms of the note and are evaluated to determine if they are in default.



 
Fair Value Measurements
 
The Plan reports investments in accordance with established authoritative guidance, which requires a three-level valuation hierarchy for disclosure of fair
value measurements.  The valuation hierarchy is based upon the transparency of inputs to the valuation of an asset or liability as of the measurement date.
 
The three levels are defined as follows:
 

Level 1 inputs are unadjusted quoted market prices in active markets for identical assets or liabilities that are accessible at the measurement date.
 
Level 2 inputs are from other than quoted market prices included in Level 1 that are observable for the asset or liability, either directly or indirectly,
such as quoted prices for similar assets or liabilities in active markets, quoted prices in markets that are not active, or other inputs that are observable
or can be corroborated by observable market date.
 
Level 3 inputs are unobservable and significant to the valuation methodology.
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Extra Space Management, Inc. 401(k) Plan
Notes to Financial Statements - Continued

 
2.              SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
 
All investments in the Plan are valued using Level 1 inputs and are summarized below for the end of the year indicated.
 
  

December 31,
 

  
2013

 
2012

 

Mutual Funds:
     

Large Cap
 

$ 9,420,752
 

$ 6,879,459
 

Mid Cap
 

3,221,321
 

2,204,927
 

Small Cap
 

2,972,114
 

1,995,785
 

International
 

3,445,102
 

2,682,760
 

Blended Investment
 

5,719,023
 

4,168,947
 

Specialty
 

365,931
 

308,117
 

Bond Investments
 

4,298,038
 

5,005,621
 

      
Total Mutual Funds

 

29,442,281
 

23,245,616
 

      
Money market accounts

 

2,616,662
 

2,864,669
 

Extra Space Storage, Inc. Common Stock
 

1,293,975
 

1,169,836
 

      
Total Investments

 

$ 33,352,918
 

$ 27,280,121
 

 
The Plan’s valuation methodology used to measure the fair values of mutual funds, money market and common stocks were derived from quoted market
prices as all of these instruments have active markets.
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Extra Space Management, Inc. 401(k) Plan
Notes to Financial Statements - Continued

 
3.              PLAN INVESTMENTS
 
The following table presents the fair value of investments as of December 31, 2013 and 2012.  Investments that represent 5% or more of the Plan’s assets
available for benefits are separately identified.  All investments are participant directed.
 
  

December 31,
 

  
2013

 
2012

 

Mutual Funds:
     

PIMCO Total Return Fund
 

$ 3,401,370
 

$ 3,964,389
 

Fidelity Spartan U.S. Equity Index
 

4,653,130
 

3,391,675
 

Fidelity Capital Appreciation Fund
 

3,534,359
 

2,715,566
 

Fidelity International Discovery Fund
 

2,622,832
 

2,076,219
 

MSIF Mid Cap Growth
 

2,150,408
 

1,381,128
 

Fidelity Balanced Fund
 

1,663,999
 

1,301,547
 

LOOMIS Small Cap Value Fund
 

1,915,849
 

1,366,652
 

Other Funds*
 

9,500,334
 

7,048,440
 

Extra Space Storage Inc. Common Stock
 

1,293,975
 

1,169,836
 

Fidelity Retirement Money Market Portfolio
 

2,616,662
 

2,864,669
 

      
   



Total Investments $ 33,352,918 $ 27,280,121
 

* - Individual investments do not represent 5% of plan assets.  Disclosed for informational purposes only.
 
During 2013, the Plan’s investments in mutual funds and Extra Space Storage, Inc. common stock (including investments bought, sold and held during the
year) appreciated in value as follows:
 

Mutual Funds
 

$ 4,106,181
 

Extra Space Storage Inc. common stock
 

188,291
 

    
  

$ 4,294,472
 

 
4.              PARTY-IN-INTEREST TRANSACTIONS
 
As of December 31, 2013, the Plan’s assets consisted of mutual funds issued by the Trustee and participant loans extended to participants.  The Trustee is
considered a party-in-interest because it manages the Plan’s assets.  Participants are also considered parties-in-interest.
 
Transactions associated with the shares of common stock of the Company are also considered exempt party-in-interest transactions.  As of December 31,
2013, the Plan held 30,682 shares of Company common stock.  Total outstanding Company common stock as of December 31, 2013, was 115,755,527 shares.
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Extra Space Management, Inc. 401(k) Plan
Notes to Financial Statements - Continued

 
4.              PARTY-IN-INTEREST TRANSACTIONS - Continued
 
During the year ended December 31, 2013, the Plan had the following transactions involving the Company’s common stock:
 
Shares purchased

 

7,446
 

Shares sold
 

(8,875)
Cost of shares purchased

 

$ 500,849
 

Gain realized on shares sold
 

$ 53,771
 

Dividend income earned
 

$ 45,953
 

 
5.              RISKS AND UNCERTAINTIES
 
The Plan provides for investment in various investment securities.  In general, these securities are exposed to various risks, such as interest rate, market, and
credit in addition to changes in economic conditions.  Due to the level of risk associated with certain investment securities, it is reasonably possible that
changes in the values of investment securities will occur in the near term and that such change could materially affect the amounts reported in the
accompanying statements of net assets available for benefits.
 
6.              INCOME TAX STATUS
 
The Plan has adopted a non-standardized prototype plan for which the Internal Revenue Service has issued an opinion letter dated March 31, 2008, covering
the qualification of the Plan under the appropriate sections of the Internal Revenue Code.  The Plan Administrators believe that the Plan continues to operate
in accordance with the requirements to qualify for tax-exempt status.  Accordingly, no provision for income taxes is included in the accompanying financial
statements.
 
Management evaluates tax positions taken by the Plan and recognizes a tax liability (or asset) if the Plan has taken an uncertain position that more likely than
not would be sustained upon examination by taxing authorities.  Plan management has concluded that as of December 31, 2013, there are no uncertain tax
positions that require either recognition or disclosure in the financial statements.  The Plan is subject to routine audits by taxing authorities for tax years for
which the applicable statutes of limitations have not expired. There are currently no audits for any tax periods in progress.  Plan management believes it is no
longer subject to income tax examinations for years prior to 2010.
 
7.              DELINQUENT TRANSFERS OF PARTICIPANT CONTRIBUTIONS
 
The Sponsor was delinquent in transferring $8,351 in participant contributions to the Plan during the year ended December 31, 2013.  The Sponsor paid $29
in voluntary fiduciary corrective additional contributions throughout 2013 related to the delinquent transfers.
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Extra Space Management, Inc. 401(k) Plan
Schedule H, Line 4i

Schedule of Assets (Held at End of Year)
 

December 31, 2013
Employer Identification Number: 87-0405300



Plan Number: 001
 
(a)

   
(c)

  

Party in
 

(b)
 

Description
 

Number of
 

(e)
Interest

 
Identity of Issue

 
of Investments

 
Units

 
Current Value

         
 

 

PIMCO Total Return Fund
 

Mutual Fund
 

318,182
 

$  3,401,370
*

 

Fidelity Spartan U.S. Equity Index
 

Mutual Fund
 

71,051
 

4,653,130
*

 

Fidelity Retirement Money Market Portfolio
 

Money Market
 

2,616,662
 

2,616,662
*

 

Fidelity Capital Appreciation Fund
 

Mutual Fund
 

97,688
 

3,534,359
*

 

Fidelity International Discovery Fund
 

Mutual Fund
 

64,761
 

2,622,832
 

 

Morgan Stanley Institutional Fund Trust Mid Cap
 

Mutual Fund
 

49,606
 

2,150,408
*

 

Fidelity Balanced Fund
 

Mutual Fund
 

73,143
 

1,663,999
 

 

Loomis Sayles Small Cap Value Fund
 

Mutual Fund
 

51,668
 

1,915,849
*

 

Fidelity Capital & Income Fund
 

Mutual Fund
 

90,940
 

896,669
*

 

Extra Space Storage, Inc. Common Stock
 

Common Stock
 

30,682
 

1,293,975
*

 

Fidelity Freedom Fund 2020
 

Mutual Fund
 

52,845
 

824,912
 

 

American Beacon Investor Class (Large Cap Value)
 

Mutual Fund
 

45,241
 

1,233,263
 

 

GS Mid Cap Value A
 

Mutual Fund
 

24,295
 

1,070,913
 

 

Conestoga Small Cap
 

Mutual Fund
 

28,820
 

1,056,265
 

 

Janus Overseas - Class T Shares
 

Mutual Fund
 

11,511
 

424,166
*

 

Fidelity Freedom Fund 2040
 

Mutual Fund
 

74,388
 

708,169
*

 

Fidelity Freedom Fund 2030
 

Mutual Fund
 

27,319
 

445,301
*

 

Fidelity Spartan International Index Fund
 

Mutual Fund
 

9,789
 

398,104
*

 

Fidelity Freedom Fund 2035
 

Mutual Fund
 

39,273
 

529,396
*

 

Fidelity Freedom Fund 2045
 

Mutual Fund
 

42,295
 

463,979
 

 

Franklin Natural Resources A
 

Mutual Fund
 

9,527
 

344,670
*

 

Fidelity Freedom Fund 2025
 

Mutual Fund
 

30,203
 

402,309
*

 

Fidelity Freedom Fund 2050
 

Mutual Fund
 

41,614
 

459,002
*

 

Fidelity Freedom Fund 2015
 

Mutual Fund
 

2,686
 

34,242
*

 

Fidelity Freedom Fund 2055
 

Mutual Fund
 

2,607
 

30,269
*

 

Fidelity Freedom Fund Income
 

Mutual Fund
 

5,472
 

64,236
 

 

PIMCO Commodity Real Return A
 

Mutual Fund
 

3,930
 

21,260
*

 

Fidelity Freedom Fund 2000
 

Mutual Fund
 

3,587
 

44,589
*

 

Fidelity Freedom Fund 2010
 

Mutual Fund
 

2,441
 

37,372
*

 

Fidelity Freedom Fund 2005
 

Mutual Fund
 

949
 

11,248
         
*

 

Loans to participants, at cost, which approximates fair value, at interest rates ranging from 4.25% to
9.75% and maturities ranging from January 30, 2014 to July 27, 2023.

 

 

 

1,125,114
 

 

 

 

 

 

 

 

$ 34,478,033
 

 

 

* Denotes a party-in-interest as defined by ERISA.
 

 

 

 

 

 

 

 

Note:  Column (d), cost, has been omitted as all investments are participant directed
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Extra Space Management, Inc. 401(k) Plan
Schedule H, Line 4a

Schedule of Delinquent Participant Contributions
 

December 31, 2013
Employer Identification Number: 87-0405300

Plan Number: 001
 

Payroll
 

Participant
Contributions

Transferred Late to the
Plan

 

Total That Constitute
Nonexempt Prohibited

Transactions
 

Corrective Additional
Contributions Made by

Plan Sponsor
 

  

$ 8,351
 

 
 

$ 29
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SIGNATURES
 
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the trustees (or other persons who administer the employee benefit plan)
have duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized.
 

 
 

Extra Space Management, Inc. 401(k) Plan
  



  
Date: June 24, 2014 /s/ P. Scott. Stubbs
 

P. Scott Stubbs
 

Executive Vice President and Chief Financial Officer
  
 

(Principal Financial Officer)
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Exhibit 23.1
 

Consent of Independent Registered Public Accounting Firm
 

We consent to the incorporation by reference in registration statement (No. 333-157559) on Form S-8 of Extra Space Storage, Inc. of our report dated
June 23, 2014 with respect to the statements of net assets available for benefits of the Extra Space Management, Inc. 401(k) Plan as of December 31, 2013,
the related statement of changes in net assets available for benefits for the year ended December 31, 2013, the supplemental Schedule of Assets (Held at End
of Year) as of December 31, 2013 and the supplemental Schedule of Delinquent Participant Contributions as of December 31, 2013, which report appears in
the December 31, 2013 annual report on Form 11-K of the Extra Space Management, Inc. 401(k) Plan.
 
 
/s/ Haynie and Company
Salt Lake City, Utah
June 24, 2014
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