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In the past few years, Sovran Self Storage has earned a
well deserved reputation for innovation. Flex-a-Space,
Dri-guard, and the Corporate Alliance program - alf unigue
to the self storage industry - were designed to enhance

custormner convenience and value.

This year, Sovran has implemented a centralized Customer
Care Center and an Internet sales presence to make it

even easier to rent space at any Uncle Bob's nationwide.
And for the first time, the Company rolled out a fleet of

its own rental trucks,

That's why we say we're on the move.



Sovran Seff Storage, Inc. 1 a full integrated,
self-administered and sell-managed real estate
investment trust (REIT) that acquires, manages
and constructs self-storage properties. AL
December 31, 2001, the Company owned
andfor operated 241 storage faciltes
encompassing 13.7 millon square feet,
making it one of the five largest self-torage
companies in the United States.

Sowran operates ifs stores under the name
Uncle Bobs Seff Storage, and serves over
100,000 customers in 21 states. Founded in
1982, the Company is headquartered in
Buffalo, NY, and employs approximately 700
people.

§§§ | Sowan's common stock trades

on the New Yok Stock
NYSE Exchange under the symbol $5.




Sovran Selt Storage, Inc. 567 sain See Byl ew York 14221 7165331850

Ladies and Gentlemen,

Inihe self-<torage indusisy, nothing has 2 weeter sound then We're on the Move ! Hosehold mobilty s cre of the

4
most important generators ofseff<torage demand. With a reputation for mmovation, Sovran Sef Storage, nc. was
‘o0 the move i 2001 introducing several ground-Oreaking intiatives.

To ombat consurer perception of aeneness i products and sendices among selfStarage comperies, we continved

o distnguish oursehves with a unique sorage solution called Drguard™. Thisexclsive humidty conirolsystem provices

asale envionrnentfor delicate vauables rrade of wood retal, falric electronics, paper and mare. Dngua id™ offers
[

Ot managers a ystenn unavallble at any of our competition, and our customers hae tesponded posiively o thi
new product

Rest fom ournew CustomerCae Cenler e beervery revding, Altoeswere comnecedona callorwading
bassinme fortat year's peak entalseason. According toour plan, every call for every store wil be felded by one
ol our b j

ihal ;
four trained representalives by mid 2002, We expect our Customes Care Center o become integralto the way e
market aur properties, gather cusiomer information, and offer storage soutians

WHith Flex-a Space fuly mplemented comgany vide, tis adjustabl storage syderis rormise, "Only Pay o the Space
YouNeed s proving to be an effective marketing srategy. During 2001, we coupled Hexea-Space with a proprietary
“ostion pricng’ formufa. Simply iated it irves toel the rghtspace . tothe right customer . a the right price

i
andat the ight trre We expect both programs o reduce e amountof custome dikounts and, t the same time
increase physical occupancy.

dlening o your cusiomers can be rewarcing, Companysurveys show that neary hall o our customers e a truck
to asst with heir move-n. nresponse, we rlledout a feetof Uncle Bob's etal Trucks. In adeition to providing
our custornerswith converient, affordable truck rental, we enhance our brandidentity as the tiucks senve as g
bilboards

0 2001, we iere delihtedto reporta 68% overall returninclucing dhidends, plus we increased our dhadend for
the bth consecuiive year. Though many REs enjoyed poitive returns st year, we credit our nidalives with some of
s gain. At

s gain. Adsitonally,our conservative financial structure enabled us fo nternally furd these intatives, whie provding
usthe fenbiity toseize new opportunities in 2002 and stay ‘onthe move!

Sincerely yous,

b Lo

Robert}. Attea

Kenneth F. Myszka
Chairman and Chief Executive Officer

President and Chief Operating Officer
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Dri-guard Humidity Controlled Storage

Undle Bob's Dri-guerd™ is an Innovative use of the humidity control systems designed
for the United States Armed Forces. Dri-guard™ is exclusive to Uncle Bob's, and at
the end of 2001, 27 stores were equipped with this pioneering technology.

Stores featuring Dri-guard™ provide maximum protection for deficate valuables by
preventing mold, mildew, and corrosion. Dri-guard™ can be easly installed into
rental spaces that are vehicle-accessible - a convenience most competitors' cimate
controlled facltes lack, offering Uncle Bob's a distinct point of sale advantage.




Uncle Bob's Rental Trucks

Company surveys show that aimost S0% of Undle Bob's customers rent, borrow or
otherwise use a truck to assst with ther inftal move-in, By providing customers with
convenien, affordable access to trucks on demand, Uncle Bob's gains another
compelitive advantage, as well as countless satisfied customers

Uncle Bob’s trucks are brand new, and are designed with the amateur mover in
rind, featuring diver frendly enhancements, mover's bankets, ramps and
appliance doles. Best ofal, the trucks serve s rolling billoards, advertising Uncle
Bob's al over town, all day long!

Uncle Bob's

- self storage
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Properties Owned and/or Managed

Asof December 31, 2001
abamg ... 8
Aroona .. 9
Connecticst .............3
Forda ... 48
Georga il
Lousana ... ]
Mane ... 2
Mardand ... b
Massachusetts ... 11
Michigan ... 7
Miissppi .. §
NewHampshie ... 1
NewYork ... 1
North Cerolina ... 15
Oho ... 18
Pennyliani ........... I

Rodeland ... 4
SouthCarolima ... 9

Tennessee ... 3
Toxas .o 3l
Virgmra T 18

Totadl 241

1998

1999

2000

2001

e S

)




7~ Term Notes 15%

Total Market Capitalization
at December 31, 2001

Sowran has increased its dividend to shareholders
every year since it became a public company in
1995, It has added substantially to ts property
portfolio, and has invested heaviy in revenue
enhancing improvernents to its stores. Throughout
this growith process, great care has been taken to
maintain a conservetive and flexible captal
structure. At December 31, 2001, the Company
had a debt to total market capitalization ratio of just
35%. 1n 2001, s debi coverage and fied charge
ratios were & very strong 3.7x and 3.1x,
respectively, and the Company's unsecured debt i
rated investrent grade.

Operationally, stablty has been achieved through
dwersity. With 241 stores in 21 states and 56
different markets, the Company serves over
100,000 customers, none of which makes up
more than 1/10 of 1% of the Company's revenues.
Further, the Company's size and its focus on a
single property type have provided sgnificant
economies of scale, strengthening ts margins and
enabling it to Innovate efficently.

* Debt Service Coverage i defined a Operating Income
divided by the sum of debt payments and the amortization
of financing fegs,

* Fired Charge Coverage is defined a5 Operating lcome
dvided by the sum of debt payments, amortization of
finanging fees, and the preferred stock dnidend.

* Operating Incame i efined as revenues,less gain on e of
real estate, property operations and maintenance, real estate
tares, and general and administrative expenses.

N el Cedit 19%

™ preferred Stock 4%
’ \ -~ OP Units 3%

Common Stock 57% XJV Equity 2%

History of Dividend Growth

$2.35
§230

$2.25
$2.20
$215
$210
$2.05
$2.00
§195

$190
19% 1997 1998 1999 2000 2001

Coverage Ratios™

1999 2000 1001

Debt Service Coverage [ Fied Charge Coverage



Internet and Telephone Sales in our Customer Care Center

During 2001, the Company took the next step in the process of bulding a
centralized, netional call center.  All 241 Uncle Bob' stores are finked to corporate
headquarters, where demographic, marketing and customer data s gathered,
assimifated and used by our staff to help our customers with their storage needs.

By mid-2002, all ales queries will be handled by trained aperators at the
headquarters in Buffalo, NY. Uncle Bobs customers will enjoy extended hours of
service, and will be gen convenient, one-stop service to any of the Company's

stores nationwide.




selected financial data

Ator For Year Ended December 31,

{dollarsinthousands, except per share data) 2001 2000 1999 1998 1997
Operating Data

Total revenues §91407  §92510 §8425%  §69360 §4935
Income before extraordinary ftem 24,189 25918 25,585 23897 23119
Net income 24189 25707 25585 13,540 23119
Income per common share before

extraordinary ftem - basic 174 191 196 1.94 197
Net income per common share - basic 174 189 196 191 197

Net income per common share - diluted 1N 189 196 191 19
Dividends declared per common share 134 230 226 20 212

Balance Sheet Data
Investment in storage faitiesat cost ~~ $611,289  $562721  §556473  $502502  $333,036
Total assets 567838 547139 529719 490124 327073
Totd deb MII90 123 10325 190059 39559
oo Toa s 155999 246309 218281 203439 50319
Devcopmentnd Crcion Series B preferred stock 28,585 28,585 28,585 - -
Driguard
Other Data

Netcash provided by operating actities  § 40922 § 39428 $41001  §35151  §311%9
Net cash used i investing activies (17751)  (25274)  (51335)  (154367)  (98765)
Net cash (used n) provided by

financing activites Q709 {13,765 8382 119633 53,486
Funds from operations avallable to
common shareholders (2 36,829 33874 35,299 33932 29,487

(2)Funds from operations ("FFO") means income (los) before minority interest and extraordinary item (computedin accordznce
with GAAP) ad usted as follows: ) fes gain on sale of property, i) plus depreciation of eal etate asets and amortization of
intangble assets exclusive of deferred financing costs, i) pus significant non-recuming events lawsut settlement in 2001 and
unsuecessful deb offering costs in 1998),and () fes FFO atrbutable to minorty interest. FFO i a supplemental performance
measure for RETs as defined by the National Association of Real Estate nvestrment Trusts I FFO i presented because analysts
consider FFO o be one measure of the performance of the Company. FFO does not take nto consideration scheduled principal
payments on deb, captal mprovements and other obligations of the Company. Accordingy, FO i not a substtutefor the
Company's cash flow or net income as a meastre of the Company'sfiguidiy or operating perfosmance or ablity o pay dividends




consolidated halance sheets

December 31,
(dollars in thousands, except share data) 2001 2000
Assels
Investment nstorage facliies:
Land §117,069  §110874
Buiding and equipment 496200 451847

Less: accumulated depreciation
Investment n storage facites,net

611289 562721
(59,091  {(45.253)

552198 517468

Cash and cash equivalents 1,883 1421
Accounts recenvable 1,064 1141
Receivable from related parties 1 2007
Notes receivable from joint ventures 679 15772
Investment in joint ventures 3659 4033
Prepeid expenses 2505 2030
Other assets 5728 3,267
Total Assets §567838  §547139
Liabilities
Line of credit $134000  $124,000 Beth Hoeltke
Term note 105,000 105000 Customer Care Representative
Accounts payable and accrued liablites 4359 4,888
Deferred revenue 3157 301
Accrued dividends 7293 6377
Martgage payable 2,190 28

TotalLiabiles
Minority nterest

Shareholders' Equity

155999 246309

34,675 13432

Seres A Junior Paticpating Cumultive Preferred Stock, $.01 per value,
250,000 shares authorized and no shares ssued and outstancing
9.85% Series B Cumulative Preferred Stock, $.01 par value, 1,700,000 shares
authorized 1,200,000 shares isued and outstanding, $30,000 figuidation value
Common stock $.01 par velue, 100,000,000 shares authorized,
12,354,961 shares outstanding (12,028,687 at December 31, 2000)
Additional paicin capital
Unearned restricted stock
Dividends in excess of net income
Accumulated other comprehensive income
Treasury stock at cost, 839,453 shares (772,700 shares at December 31, 2000)
Total Shareholders' Equiy

Total Liabilties and Shareholders Equity

*See notes to financial tatements,

28,585 28585

132 128
293835 283745
(1978) (550)
(25746)  (182681)
in .
(18037)  (16228)

M6 277139

§567838  §547139




consolidated statements of operations

Year Ended December 31,

{dollars in thousands,except per share data) 2001 2000 1998
Revenues

Rentalincome $89116  $88208  $82387
Interest and other income 1291 1141 1217
Gain on sale of real estate - 2161 652
Total revenues 91407 92510 84256
Expenses

Praperty operations and maintenance 20517 19329 17,035
Real estate taxes 7981 1718 7238
General and administrative 8,026 5786 5571
Interest 13,940 17497 13927
Depreciation and amortization 15,035 16273 13,138
Equity in fosses of joint ventures 10 177 -
Total expenses 65601 64780 56,909

Heather Lauria o .

Aot Repeentie Ingomg before minority interest and extraordinary tem 25,806 27730 27347
Minorty nterest (1617) (1819 {1762)
Income before extraorcinary item 24189 25918 25,585
Bxtraordinary loss on extinguishment of debt - ay -
Net Income 24,189 25,707 25,585
Series B preferred stock dividend (2,959) (2955) (1,239)
Net income available to common shareholders C§ABE ST50 24346
Per Comman Share:

Eamings per comman share before extraordinary

item - basic § 174 §191 §1%
Extraordinary los - 0.02) -
Earings per common share - basic §174  S189  $1%
Earnings per common share - difuted § 172 § 189 § 196
Dividends declared per common share $23% 5230 $226

*See notes to financialstatements.




consolidated statements of shareholders' equity

Sgegess/(é 985% Accumulaied

Prefemed  SeresB Common Addtiord  Uneamed  Divdendsin  Other

Stock Preferred Stock Common  Paidin  Resticted  Excessof  Comprebensie  Treasury Total
(dollars nthousands, except share deta) Shares Sock Shares Stock Capitdl Sok  Nethcome Tncome Stock Equly
Balance January 1, 1999 § - 1310056 S124 S174638  S(618)  §(9689) & - ${1990) $262665
Net proceds from issuance of stock
through Dividend Reinvestment and
Stock Purchase Plan 179157 3 6432 6435
Isuance of 9.85% Series B
Comulative Preferred Stock 1200000 28,585 - . 28585
Brercise ofstock options - 6,750 169 - 169
leswance of restricted stock 1000 3 23 -
Eamed portion ofrestricted stock - - 10 102
Deferred compensetion outsice directors - 2 : 2
Purchase of treasury shares (300,500) - . 6454 (6454)
Net income - 25585 25,585
Dividends - - - - - - (9253) (29253
Balance December 31,1999 1200000 28585 12299163 127 81286 (339 {133%) (B448)  2878%
Net proceeds from ssuance of tock
through Dividend Reinvestment and
Stock Purchase Plan 108949 1 2063 - 2064
Iesuance of restricted stock 17075 34§ (349 -
Eamed portion ofrestricted stock - -1y 137
Deferred compensation outside difectors - 50 : 5
Purchase of treastry shares (396,500) - . (7784)  (7784)
Net income - 25,707 25,707
Divdends : - - - - - 30632 (30632)
Balance December 31, 2000 1200000 28585 12028687 128 283745 (5500 (18282 (16,2280 277398
Net proceeds from issuance of stock
through Didend Reinvestment and
Stock Purchase Flan 21303 2 5207 5209
Berdise ofstock aptions 52500 1 1095 . 1,096
lesuance of restricted stock 78,365 1 1851 (1852 -
Earmed partion ofrestricted stock - . 524 624
Deferred compensation outside directors - 69 . 69
Purchase oftreasury shares (66,753) - (1809)  (1809)
Shares issued from conversion of
partnership unis 40859 1091 1091
Carying value in excess ofrecemption
value on receemed partnership units m : m
Net income 26189 24,189
Increase n fairvalue ofderivtives - 3
Total comprehensive income : 26,561
S 121 B
Balance December 31, 2001 1200000 § 28585 12354961 S 132 §293835 S(1978) S(5746) § 373 S(18037) $277 164




consolidated statements of cashflows

Year Ended December 31,
{doflars in thousands) 2001 2000 1993
Operating Actiities
Netincome 26189 §25707  $25585
Adjustments to reconcll net income to net cash provided by operating actvtes
Bxtraordinary loss - 11 -
Depreciation and amortization 15,035 14273 13138
Gain o sale of real estate - 2.161) {652)
Equity inlosses of oint ventures 102 m -
Minority nterest 1617 1812 1762
Restricted stock earmed 424 137 102
Changes in assets and fabiltes
Accounts receivable 9] 20 3
Fees recelvable from joint ventures 71l (71 -
Prepaid expenses (470) (70) 3
Accounts payable and other fiabltes (626} 203 988
Deferred revenue (149) (170) 78
Net cash provided by operating actites 40921 39428 £1,001
Investing Activites
Additons tostorage facltes (31483} 233900  (53090)
Arther Beck Proceeds from sale of real estate . - 2302
[PE—— Cash distbution from (investment in) oint ventures m (514) (212)
Reimbursement of advances made to oint ventures 14382 - -
Receipts from (advances to} related parties 1,885 (1370) (287)
Other assets (2,807) - (48)
Net cash used in investing actiites 75y Qs (51339)
Financing Actvites
Net proceeds from safe of comman stock 6,374 2,064 6,604
Net proceeds from sale of preferred stock - - 28,585
Proceeds from fine of credit 10,000 1,000 11,000
Proceeds from lerm note . 30000 -
Financing costs (398) (3,388) -
Dividends paid - common stock (8382)  (7710)  (278%9)
Dividends paid - preferred stock (2,955) (2,955) (1,239)
Minerity interest distrbutions (1728) (1962) (1936)
Purchase of treasury stock (1,809) (7784 (6,454)
Redemption of operating partrership units (3,778) - {261)
Martgage principal payments (33) (3.030) (18)
Net cash (used in) provided by financing actities (22,709) (13765 §,382
et increase (decrease) in cash 461 389 {1952)
Cash at begnning of period 1621 1032 2984

Cashat end of period §1883 ¢ 14 § 1,032




Year Ended December 31,
(dollars in thousands} 2001 2000 1999

Supplementalcash flow informaticn
Cash paid for interest §14416  $16948  $13966

Storage faclties acquied through ssuance of

an ownership interest in the consolidated joint venture 17,000

Nate receivablefrom sae ofstorage factes to

joint venture . 15,000

Investment i joint venture received as part of sale

of storage faclities : : 2834
Storage falites acquired through asumption

of mortgage - - 21
Fair value of et iablies assumed an the acquisition

of storage faciites 165 83 463

Dividends declared but unpaic at Decernber 31, 2001, 2000 and 1999 were $7,293,$6,977,and $7,010,

respectively.
el Chris Runclel

Director of Sales

*See notes to finandialstatements.




notes to consolidated financial StateMeNts soemetserge e -ente 31,200

L Bty
Executive Vice President

1. ORGANIZATION

Sowran Self Storage,Inc. the "Company”), aself-adinisered and slf-managed recl estate investment trust 3 "RET"), was
formedt on April 19, 1995 to own and operate self<tarage facltes throughout the United States. On June 26, 1995, the
Company commenced operations effectve with the completion of s inital public ofering of 5,890,000 shares At
December 31, 2001, the Company owned and/or managed 241 sef-storage properties under the "Undle Bob's elf
Storage"® trade name in 21 states

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation: Al ofthe Company's asets are owned by, and all s operations are conducted through, Sovran
Acquisition Limited Partnership (the “Operating Partnership). Sovian Holdings, Inc, & wholly-owned subsidiary of the
Company (the "Subsiciary’),is the sole general partner, and the Company is a imited partner of the Operating Partnership,
and thereby contrls the operations of the Operating Partnership holding 2 94 929% ownership interest therein a5 of
Decerber 31, 2001 The remaining ovnership interests in the Operating Partnership (the "Units) are held by certain
former owners of assets acquired by the Operating Partnership subsequent to s formation.

The consolidated financiel statements of the Company include the accounts o the Company, the Operating Pertnership,
and Locke Sovran I, LLC, amajority owned joint venture. Allitercompany transactions and balances have been efiminated.
Investments n joint ventures which are not majority owned are reported using the equity method.

Cash and Cash Equivalents: The Company consicers allhighly iquid debt instruments purchased with maturites of three
months orles to be cash equivalens.

Revenue and Expense Recogniton: Rental income is recorded when eamed. Rental income received prior to the start of the
rental period isinduded n deferred revenue. Advertising costs are expensed as incurred and for the years ended December
31,2001, 2000, and 1999 were $0.4 million, $ 1.4 million and $0.4 millon, respectivel.

Interest and Other Income: Consstsprimarly of nterest income, sales of torage-tefated merchandise locks and packing
supplies) managerment fees, and commissions from truck renas.

Investrent in Storage Facitie: Storage facftes are recorded at cost. Depreciation i computed using the sraight-ne
methiod over estimated usefl fves of forty years for buldings and improvements, and five to twenty years for furniture,
fitures and equipment, Expencitures for significant renovetions or improvements which extend the useful Ife of asets are
apitalized. Repair and maintenance costs are expensed as incurred.




Whenever events or changes in circumstances indicate that the basis of the Company's property may not be recoverable, the
Company's policy s o assess any impairment of value, Impairment s evaluated based upon comparing the sum of the expected
undiscounted future cash flows to the carying velue of the property, an a property by property basis. I the sum of the
undiscounted cash flow i less than the carying amount, an imparment loss i recognized forthe amount by which the carying
amount of the asset exceeds the fairvalue of the asset. At December 31, 2001 and 2000, no assets had been determined to be
impaired under this policy, and, accordingly, this policy had o impact on the Company's financial postion or resuls o operations.

Other Assets: Included in other assts are intangible assets and a note receivable of §2.8 millon, The intangible asets at December
31, 2001, consist primarly ofloan acquistion costs o approximately $3.6 million, net of accumulated amortization of
approximately $1.1 milion; and covenants not to compete of $0.8 million, net of accumulated amortization of $0.8 milion. Loan
acquisiton costs are amortized over the terms of the refated deb; and the covenants are amortized over the contract periods.
Amortization expense was $ 1.1 million, $0.9 millon and $0.9 milion for the periods ended December 31, 2001, 2000 and
1999, respectively. The note recenable of $ 2.8 million represents a note fiom certain investors of Locke Sowran LLC. The note
bears interest 2t LIBOR plus 2.4% and matures upon the dissolution of Locke Sowran ) LLC.

Minority Interest; The minority inerest reflcts the outside ownership nterest of the imited parters of the Operating Partnership
and the jont venture partner's interest in Locke Sowran I, LLC. Amounts allocated to these interests are reflected as an expense in

the income statement and increase the minority nterest in the balance sheet. Distributions to these partners reduce this balance. Dave Paolni
At December 31, 2001, Operating Partnership minorty interest ownership was 660,814 Unit, or 5.08% Vice President
fnformation Technology

Income Tases: The Company qualifes s & REIT under the [ntemal Revenue Code of 1986, as amended, and wil generall not be
subject to corporate income tasesto the extent it distributes at least $0% of it taxable income to its shareholders and complies
with certain other requirements. Accordingly, o provision has been made for federal income taes in the accompanying financial
statements.

Comprehensive Income: Comprehensive income consiss of net income and the change in value of derivatives used for hedging
purposes and is reported i the consolidated statements of shareholders equty.

Derivative Finanial Instruments: On fanuary 1, 2001, the Company adopted SFAS No. 133, "Accounting for Derivative
Instruments and Hedging Activities”, s amended, which requires companies to carry alf derivatives on the balance sheet at fai
velue. The Company determines the fair value of derivatives by reference to quoted market prces. The accounting for changes in
the far value of a derivative instrument depends on whether it has been designated and qualifies as part o a hedging relationhip
and, i so the reason for holdingit. The Company's use of derivatve instruments i fimited to cash low hedges, as defined n SFAS
No. 133, of certain interest rate risks.

Recent Accounting Pronouncement; In August 2001, the Financial Accounting Standards Board issued Statement of Financial
Accounfing Standards No. 144, "Accounting for the Impairment or Disposalof Lang-Lived Asset” (STAS 144). SFAS 144 supersedes

158



Jeff O'Donnel

Network Specalis

SFAS No. 121, "Accounting fo the Impairment of Long-Lived Assets and for Long:Lived Assets to be Disposed of”, bt retans s
fundamental provisons fr recogtion and measurement ofthe impairment of ong-Iived assets to be held and used and those to be
disposed of by sal. The Company must adopt this standard in 2002. The Company does not expect the adoption of ths standard to
have a material effect on its results of aperatians and financial condition.

Reclassfcation: Certain amounts from the 2000 financil statements have been reclassfied to conform with the current year
presentation.

Use of Estimates: The preparation of financalstatements in conformity with generally accepted accounting principles equires
management to make estimates and assumptions that afect the amounts reprted n the financialstatements and accompanying
notes. Actual resuts could diferfrom those estimates.

3. EARNINGS PER SHARE

The Company reports earnings per share data in accordance with Statement of Financial Accounting Standards No. 128, "Earmings
Per Share." In computing earmings per share, the Company excludes preferred stock dividends from netincome to arrive at et
income avaiable to common shareholders. The following table sets forth the computation of basic and diluted earnings per
common share.

Year End December 31,

{Amounts inthousands, except per share data) 2001 2000 1999
Numerator

Net income avaflable to common shareholders §21,134 §22752 § 24,346
Denominator

Denominatorfor basic eamings per share -

weiohted average shares 12,215 12,067 12,409
Effect of Dilutive Securities

Stock options 101 1 3
Denominator or dluted earings per share -

adjusted weighted - average shares and assumed conversion 12,316 12,068 12412
Basic Earnings per common share 5 174 § 189 § 19

Diluted Earnings per common share § 172 § 189 5 19




4 INVESTMENT N STORAGE FACILITIES

The following summarizes activty n storage faclites during the years ended December 31, 2001 and December 31,
2000.

(Dollars in thousands) 2001 2000
Cost

Begining balance $962,721  $556473
Property acquistions 30209 1123
Improvements and equipment additions 1857 12228
Dispositions Q8 (17219
Ending balance 611289  $562721
Accumulated Depreciation

Beginning belence §45253  §33453
Additions during the year 13918 13352
Dispositions (80) (1552)
Ending balance §59091  §45253

5. UNSECURED LINE OF CREDIT AND TERM NOTE

Chris Aguglia

The Company has a $150 millon revolving line of credit due November 2003 at UBOR plus 1.375%,a $75 milion term
loan due Novernber 2003 (extendable, at the Company's option fo November 2005) at LIBOR plus 1.75%,and a$30
milfon term oan due November 2002 ai LIBOR plus 1.375%. The weghted average interest rate at December 31, 2001
on the Company's credit facity before the effect ofinferest rae swps was approximately 3.5% (8.2% at December 31,
2000). At December 31, 2001, there was $16 million avatable on the fine of credit

The Company recorded an extraordinary foss on the extinguishment of debt of $ 211,000 1n 2000, representing the
unamortized financing costs of redit faciites that were refinanced during 2000,

The net carring amount of the Company's debt nstruments approximates far value,

Executive Assistant




Katie Rogers

Intern

6. DERIVATIVE FINANCIAL INSTRUMENTS

Interest rate swaps are used to adjust the proportion of total deb that i subject to variable and fieed inferest rates. The interest rate
swaps require the Company to pay an amount equal to a specic fixed rate of interesttimes a nofional principal amount and to
receive n return an amount equal to a vrieble rate o inerest times the same notional amount. The notional amounts are not
changed. No other cash payments are made unless the contract s terminated prior to ts maturiy, in which case the contract would
kel be seited for an amount equal to s net present value. The Company enters interest rate swaps with a number of major
financial insitutions to minimize counterparty credit risk.

The interest rate swaps qualify and are designated as hedges of the amount of future cash Tows related 0 terest payments on
variable rate debt. Therefore, the interest rate swaps are recorded in the consolidated balance sheet at air value and the refated
gains or losses are deferred n shareholders' equity as Accumulated Other Comprefiensive Income (AOC). These deferred gains and
lsses are amartized info interest expense during the period or periods in which the related interest payments afect earmings.
However,tothe extent that the interest rate swaps are not perfectly effective m offsetting the change in value ofthe interest
payments being hedged, the ineffectve portion of these contracts s ecognized n eamings immediatel. Ineffectiveness was
mmaterial n 2001,

The Company has entered into three interest rate swap agreements, ane in March 2001 for $50 millon and two in September
2001 for $50 millon and $30 millon,to efectively convert atotal of $130 million of variable-rate debtto fived-rate debt. Qe of
the $50 millon interest rate swep agreernents matures in November 2005, the cther matures in October 2006, nd the $30
millon swap agreement matures in September 2008.

The 2001 inteest rate swap agreements are the only derivaive instruments, as defined by SFAS No. 133, held by the Company; s
such thee wes no impact upon adoption of SAS No. 133 atJanuary 1, 2001. During 2001, the net recissficaion from AOCIto
interest expense was § 1.1 millon based on payments made under the swap agreements. Based on current interest rates, the
Company estimates that payments under the interest rate swaps will be approximately $3.9 million in 2002, Payments made
underthe interest rae swap agreements will be reclasified to nferest expense as setflements occur. The fairvalue of the swap
agreements at December 31, 2001 wasa$373,000 aseet.

7. PRO FORMA FINANCIAL INFORMATION (UNAUDITED)

The following unaudited pro forma information shows the resultsof aperations as though the acquisiions and dispositions ofstorage
failtes in 2001 and 2000, had all occurred asof the beginning of 2000.




Year ended Decermber 31,

(Dolrsin thousands except share data) 2001 4000

Total revenues $ 94,690 $90929
Total expenses (67,683) (63,387)
Minority interest {2,473) {2611)
Income before extraordinary logs 26534 24931
Net Income § 26534 § 24720
Net income available to common shareholder § 21579 § 21765
Earnings per comman share before extraordinary loss - basi § L § 178
Earnings per common share - basic § L § 176
arnings per common share - duted § 17 § 174

Common shares used in basic eamings per share calcultion 12,354,961 12,354 961

Such unaudited pro forma information is based upon the historical consafidated statements of apertions ofthe Company and the
acquired eniites. t should e vead in conjunction with the financial statements of the Company and notes thereto. 'n
management’s opinjon, all acjustments necessaryto reflect the efects of these transactions have been made. This unaudited pro
forma statement does not purpart to represent what the actual results of operations of the Company would have been assuming
such transactions had been completed as setforth above, nor does it purport to represent the resuls of operations for future
periods

Kandj Young

Regional Team L ader

8, STOCK OPTIONS

The Company accounts for stock-based compensation using the measurement prescribed by AP3 Opinion No. 25 which does not
recogize compensation expense because the number of tock options s fised and the evercise pice of the stock aptions equals
the market price of the underlying stock an the date of grant. Statement of Financial Accounting Standards No. 123, "Accounting
for Stock-Based Compensation,” requires companies that choose not to adopt the new fair value accounting rules to disclose pro
forma net income and eamings per share under the new method.

The Company established the 1995 Award and Option Plan (the Plan) for the purpose of attracting and retaining the Company's
executive offcers and other key employees. 1,500,000 shares were authorized for issuance under the Plan. The aptions vest
ratably over four and five years, and must be exercised within ten years rom the date of grant, The exercise price for qualfied
incentive stock options must be at east equaltothe fair market value at the date of grant. As of December 31, 2001, options for
829,050 shares were outstanding under the Plan and 394,610 hares of common stock are available for future isuance.

]



Kelly Lonergan

Customer Care Representative

The Company ako established the 1995 Outside Directors'Stock Option Plan (the Non-employee Plan) for the purpose of atracting
and retaining the services of experienced and knowledgeable outside directors. The Non-employee Plan provides for the annua
granting of aptions to purchase 3,000 shares of commen stock to each efigtble diector.Such options vest over a ome-year period for
inital awards and immediately upon subsequent grants. The total shares reserved under the Non-employee Planis 100,000, The
eercse price for options granted under the Non-emplayee Plan s equal to fir market vlue t cate of grant, As of December 31,
2001, options for 73,500 shares were outstanding under the Nor-employee Plan.

The fai value for the stock options was estimated at the date of grant using a Black-Scholes option pricing modelwith the fofowing
weighted-average assumptions.risk-free nterest rate of 5,0% for 2001, 6.5% for 2000, and 7.0% for 1999, dividend yeld of
10.7% for 2001, 11% for 2000, and 10% for 1999 wolatfty factor o the expected market price of the Company's comman stock
of.23 for 2001, and.21 for 2000 and 1999. The average fair value of aptions granted was $.93in 2001, .90 1n 2000,and
§176in1999.

The Back-Scholes aptions valuation model was developed for use in estimating the fair value of traded options which have no
vesting retrictions and are fullytrancferable.In addition, option valuation models require the input of highly subjective assumptions
including the expected stock price voltlty. Because the Company's employee stock options have charactersticssgnificantly
diferent from those of traded options, and because changes n the subjective input assumptions can materally affect the far value
estimate,in management's opinion, the existing models do not necessarly provide a efiable single measure ofthe far value ot
employee stock options

= Fer purposes of pro forma disclosures, the estimated far value of the options is amortized to expense over the optians'vesting

period. The Company's pro forma information for e years ended December 31, 2001, 2000 and 1995 follows (in thousands,
ecept for eamings per share information).

2001 2000 1998

Proforma net income available to commeon shareholders §21,046  $22642  $24239
Pro forma earnings per common share - Basic $o1m 5 188 3 1%
Pro forma earnings per common share - Diuted § 11§ 188 5 19

The Company has also issued 113,840 shares o rstricted stock to employees which vest over four and five year periods. The far
market velle of the resrited stock on the date of grant ranged fram $20.38 to §30.36. The Company charges uneamed
festicted stock a component of shareholdess' equty,for the market value of shares as they are issued. The uneamed portion &
then amortized and charged to expense over the vesting period.




Asummary of the Company's stock aption actvity and related information for the years ended December 31 follows:

2001 2000 1999
Weighted - Weighted Weighted
average average average
exercise erercise exercise

Options price Options price Options price
Outstanding at beginning of year: 639,050 § 2367 433050 § 2531 387600 § 2599

Granted 39500 2171 212000 1919 98200 2718
Fyercied (525000 2077 . - {6750 23.00
Forfelted (135000 2075  (6000) 1906 (6000) 3061

Quistanding at end of year 902550 § 2314 639050 § 2367 433050 § 2532

Exerd&ab|eatendofyear 417370 § 2455 328743 % 2426 305910 § 2107

Bxercie pricesfor options cutstanding a of December 31, 2001 ranged fom $19.07 to $29:66. The weighted average remaining conractualife of these
options s 6.97 years

9. RETIREMENT PLAN

Employees of the Company qualifying under certain 2ge and service requirements are elighle to be a partcipant in a 401(K) lan which was effctive
September 1,1997. The Company contributes to the Plan at the rate of S0% of the first 4% of gross wages that the employee contrbutes. Totalexpense to the
Company was approkimately $63,000, $60,000 and $56,000 for the years ended December 31, 2001, 2000 and 1999, respectively.

10. SHAREHOLDER RIGHTS PLAN

In Novernber 1996, the Company adopted a Shareholder Rights Plan and declared a dividend distrbuton of one Rightfor each outstanding share f common
stock. Under certain conditions, each Right may be evercied to purchase one one-thousancth of a share of eries A Junior Participating Preferred Stock at a
purchase price of $75, subject to adjustment. The Rights will b exercisable only ifa person or group has acquired 10% or more of the outstanding shares of
common stock, o following the commencement of  tender or exchange offr for 10% or more of such outstanding shares o common stock Ifa person or
group acquires more than 10% of the then outstanding shares of common stock,each Right willentitle it holder o receive, upon exercise, common stock
having a value equal to two times the exercise price of the Right, In addition, ifthe Company is acquired in a merger or other business combination transaction,
each Right il entitle its holder o purchase that number of the acquiring Company's common shares having  market value of twice the Right's exercise price
The Company will be entiled o redeemn the Rights a $.01 per Right at any time prir to the eaier of the expiraion of th ights in November 2006 or the

time that a person has acquired a 10% positon. The Rights do not have voting or dividend rights, and until they become exercisable, have no diluive effect o
the Company's earnings.




11. INVESTMENT IN JOINT VENTURES

Investment i joint ventures includes an ownerchip interest in Locke Sowran', LLC, which operates 11 self torage facles throughout the United States, and an
ownership interest in Iskelo Office Holdings, LC, which owns the bulding that houses the Company's headguarters and other tenants,

In December 2000, the Company contributed seven seff<torage propertes to Locke Sovran |, LLCwith a fair market value of $19.8 millon in exchange for a
$15 millon 1 year note receivable bearing interest at LBOR plus 1.75% that was repaid in 2001, and a 45% interest in Locke Sovran |, LLC. This transaction
resuled in a gain on the disposal ofthe propertes o approximately $4.3 million; $1.9 millon of this gain was deferred as  resutof the Company's continuing
ownership nterest in Locke Sovran', LC, s such the nita investment, incuding cash funding, was recorded at $3.1 milion. The deferred gain is being
amortized over the Ife of the properties consistent with the depreciation expense recorded by Locke Sowran |, LLC. For the year endad December 31, 2001,
the Company's share of Locke Sovran | LLCs income wes $163,000 and the amortzation ofthe deferred gain was $40,000, both of which are recorded s
equty inlosses of joint ventures on the consolidated tatements of income.

The Company dw s a 49% ownership interest in skelo Offce Holdings, LLC at December 31, 2001 The majorty o the $800,000 investment refates to
iterest bearing loans made by the Company to the oint venture, For the year ended December 31, 2001, the Company' share of tkalo Office Holdings,LLCs
loss ias $305,000. The Company paid rent to skalo Offce Holdings, LLC of $255,000 and $164,000in 2001 and 2000, respectively.

Asummary of the unconsolideted joint ventures financilstatements as of and for the year ended December 31, 2001 is asfollows:

{dolars in thousands) Locke Sovran |, LI Iskalo Office Holdings, LLC
Balance Sheet Data

Investment i storage faciftes, et § 40426 ) -
Investment in ofice bulcing - 6341
Other assets 1957 160
Total Assets § 42383 § 6501
Due to the Company § 619 § 800
Mortgage payadle 30500 6440
Other fiabilities 555 167
Total Liabilties 31,734 7407
Unaffated partners'equity (deficency) 5,465 (482)
Company equity (deficiency) 5,184 (424)
Total Labilies and Pastrers' Equity (Deficiency) ~ § 42,383 § 6501
Income Statement Data

Total revenue § 5511 § 474
Total expenses COSIS010e

Net income (loss) § 3% S (623)




12. PREFERRED SOCK

The Company has authorized 10,000,000 shares of preferred stock, of which 250,000 shares have been desinated as
Seres A Junior Particiating Cumulative Preferred Stock with a $.01 par value. Upan issuance pursuant to the Shareholder
Rights Plan {see note 10),the Series A junor Prefered Stock will have certan voting, dividend and fiquidation preferences
over comman stock, as descrbed in the Form 8-K fled December 3, 1996.

On July 30, 1999, the Company ssued 1,200,000 shares of 9.85% Series B Cumulative Redzemable Preferred Stock. The
offering price was $25 per share resuling n net proceeds of $28.8 milion aftr expenses. The Series BPreferred Stock s
fot redeemable until on, or after uly 30, 2004, at which time the Company may redeem the shares at $25.00 per share
(§30,000,000 aggregate), plus any accrued and unpaid diidends. The shares may be redeemed only with the proceeds of
certain saes of equity securies. Dividends on the Series B Preferred Stock are cumulative from the date of originalssue

and are payable quarterly in arrears on the last day of each March, June, September, and December at a ate of $2.4625
per annum per share.

Holdersof the Series B Preferred Stack generally have no vating rghts. However, i the Campany does not py diidends on
the Series B haresfor i or mare quartery periods (whether or not consecutive), the holders of the shares, voting as a class
with the holders of any other dlas o seres of stock with simila voting rights, will b entied to vote for the election of two

o . , %0 ) Sharon Cefaratti
additional dectors o serve on the Board of Directors untl ol Series B dividends ae paid. e e

Project Manager
Development & Construction

13, SUPPLEMENTARY QUARTERLY FINANCIAL DATA (UNAUDITED)

The following is 2 summary of quasterly esults of aperations forthe years ended December 31, 2001 and 2000 (dollrs n
. thousands, except per share data).

2001 Quarter Ended
B _ Mahil June 30 Sept. 30 Dec 31
Revenue §22260 502675 5 23536 8 22954
Net Income § 531 5 643 § 722 0§ 5120

Net income available to common shareholders § 4622 % 5697 8 6533 5 4382
Net Ircome Per Common Share (Note 3);

Basic § 038 % 047 5 053 ¢ 036
Diluted §038 5 046 % 053 % 03
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management’s discussion and analysi
ot financial condltion and results of operations

The following discussion and analyssof the consolidated financial candition and results of aperations should be read in conjunction with the financial
statements and notes thereto induded elsewhere in this report

When used in this discussion and elsewhere in this document, the words "ntends," *believes,""expects”, "anticpates," and similr expressions are intended to
entify"forward-ooking statements” vithin the meaning o tha term in Section 274 of e Securites Exchange Act of 1933 and in Section 21F of Securites
Exchange Actof 1934. Such forward-Jooking statements involve known and unknown isks, uncertainties and other factors, which may cavse the actual reult
performance or achievements of the Company to be materially different from those expressed or implied by such forward-looking statements.Such fators
include, but are not Imited to, the effect of competition from new selfstorage faclities, which would cause rents and occupancy rates to decline; the Company's
abilty to evaluate, finance and integrate acquired businesses ino the Company's existing business and aperations; the Company's abfty t form fint ventures
and sell existing properties to those jont ventures; the Company's abilty to effectively compete n the industry in which i does business; the Company's eistng
indebtedness may mature in an unfavorable credit environment, preventing refinancing or forcing refinancing of the indebtedness on terms that are not as
favorable as the existing terms; interestrates may luctuate, impacting costs associted with the Company's outstanding foating rate debt, the Company's abty
to successfully implement its Uncle Bob's Flex-a-Space strategy; the Company's cash flow may be insuffcient to meet required payments of principal and
inerest;and tax aw changes which may change the tasabity of uture income.

Significant Accounting Policies And Estimates

The Company' discussion and analyss of s financil condition and results o operations are based upon the Company's consolidated financial statements,
which have been prepared in accordance with accounting principles generally accepted inthe United States. The preparation of these financal statements
requires the Company to make estmates and judgments that afect the amounts reported in the financial statements and the accompanying notes. On an on-
going basts, the Company evaluates s estimates and judgments, inchuing those refted to carrying values of storage fecltes, bad debts, and contingencies and
ltigation. The Company bases its estimates on experience and on various other assumptions that are belleved to be reasonable under the circumstances, the
resus of which form the basis for making jucgments about the carrying values of assets and Habiles that ave not readily apparent from other sources Actual
results may differ from these estimates under different assumptions or conditions.

The Company belleves s judgment regarding the impaiment ofthe carrying velue of ts sorage faclities is  signficant accounting poficy. The Company's
policyis o assess any impairment: o value whenever events or ircumstances indicate thatthe carrying vale of the strage faciity may not be recoverable
Impaitment i evaluated based upon comparing the sum of the expected undiscounted future cash flows to the carying value of the storage faclty, on a
property by property bass. If the sum of the undiscounted cash flowis ess than the carring amount, an impairment los is recognized for the amount by
which the carrying amount exceeds the fairvalue of the aset. If cash low projections are inaccurate and inthe future it is determined that storage facliry
carrying vales are not recoverable, impaiment charges may be required atthat time and could materialy aflect the Compeny's operating results and financial
position. At December 31, 2001 and 2000, no assets had been determined to be impaited under this policy,and, accordingly, this policy had no impact on
the Company's financial position or results of aperations.

YEAR ENDED DECEMBER 31, 2001 COMPARED TO YEAR ENDED DECEMBER 31, 2000

The Company recorded rental revenues of $89.1 millon for the year ended December 31, 2001, an inrease of $0.9 million or 1% when compared to 2000
rental revenues of $88.2 millon. Of his, 3.3 miffon resuted from a 4% increase in revenues at the 217 core properties considered in same store sales, $0.5
milion resulted from the acquisition of 8 stores during 2001 and from having the 2000 acquisitions included for afullyear of operations. These increases were
offset bya 2.9 million decrease from the sle of 7 sores to a joint venture in 2000. Interest and other income increased to $2.3 million in 2001 from $2.1
millon in 2000, due to increases in ancilary income from manzgement fees, ruck rental and cell towers.

Property operating and real estate tax expense increased $ 1.5 million or 5% during the period. Ofthis, $1.4 million resuled from increased expenses at the
217 core properties consicered as same stores. $0.7 milkon was incurred by the facites acquired in 2001 and from having the 2000 acquistions indluded



restlts of operations

for a fullyear of operations. These Increases were offet by areduction of $0.6 million from the sale of 7 tores to a oint venture in 2000,

General and administrative expenses increased $2.2 millon in 2001, The increase was primarily a resut of a $ 1.7 miion expense in connection with a lawsuit
setflement - see Note 15 of the financial statements.

In 2001, interest expense decreased o $13.9 milion rom $17.5 millon asa result ofsignificant decreases n interest rates,

Depreciation and amortization expense increased to $15.0 millon from $14.3 million, primarily as a resul of the additional depreciation taken on the redl
estate assets acquired in 2001 and a fullyear of depreciation on 2000 acquistions.

The Company recorded 2 $0.1 millon oss in 2001 from its ownership inerect i o el estate oint ventutes.

Earnings before interest, depreciation and amortization, minority interest and extraordinary loss decreased 7.9% from $59.5 millon in 2000 to $54.8 millon
in 2001 s aresult of the alorementioned items.

'YEAR ENDED DECEMBER 31, 2000 COMPARED TO YEAR ENDED DECEMBER 31, 1999

The Company recorded rental revenues of $88.2 millon for the year ended December 31, 2000, an increase of §5.8 millon or 7% when compared to 1999
rentalrevenues of $82.4 mifion. Of this, $3.2 millon resuled from the acquistion of 5 stores during 2000 and from having the 1999 acquistions ncluded fo
afullyear of opeations. Tne additional $2.6 mifion increase resulted from increased revenues at the 204 core properties considered in same store safes For
this core group, total revenues increased 3.7%, primartl as the resul ofrental ate increases. Interest and other income increased to $2.1 millon in 2000 from
§1.2 milion in 1999, due to increases in ancilary incame from management fees, truck rental and cel towers. A $2.2 millon gain was recorded an the sale of
7 stores o a joint venture that s 45% owned by the Company. In 1999, the Company sld 1 sore to an unafifated entity resulting in @ $0.65 millon gain.

Property operating and real esate tax expense increased $..8 milion or 11.4% during the period. Ofthis, $1 millon was incurred by the facites acquiredin
2000 and from having the 1999 acquistons inclded for a fullyear o aperations. The remaining § 1.8 millon increase was incurred inthe operation of the
204 core properties, inluding additional advertising of $ 1 milion related to the Company's Hex-a-pace conceptin 2000,

General and adminitrative expenses increased $0.2 million in 2000. The increase was primarily a result of ncreased supervisory and accounting costs
associated with the operation of an increased number of properties

In 2000, interest expense increased to $17.5 million from $13.9 millon as a resul ofsignificant increases in interest rates,

Depreciation and amortization expense increased to $ 14 3 mrillon from $13.1 million, prrmarly as  result ofthe additional depreciation taken on the real
estate assets acquired in 2000 and a fullyear of depreciation on 1999 acquisitions.

The Company recorded  $0.2 milion loss in 2000 from its ownership interest in two real estate joint ventures.

Earmings before inerest, depreciation and amortzation, minoriy nterest and extraordinary loss increased 9.4% from §54.4 millonin 1999 o $59.5 million i
2000 s aresult of the aforementioned items.

A$0.2 millon extraordinary loss was recarded in 2000 when the Company's credit faclity and term note were replaced with a new agreement in November
2000.
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FUTURE ACQUISITION AND DEVELOPMENT PLANS

The Company's external growth strategy is to increase the number of faciities it owns by acquiring suitable faiites in markets in
which it already has operations, o to expand in new mariets by acquiring severalfaclites at ance in those new markets.

At December 31, 2001, the Company had no contracts to acquire additional propertes. The Company's consolidated joint venture,
Locke Sovran I, LLC had 12 properties under contract at December 31, 2001. Al ofthese properties were purchased by Locke
Sowan Il LC in February 2002 for §25.9 millon.

The Company aso ntends to expand and enhance certai of it exsting acities by bulding additonal storage buldings on presently
vacant land and by instaling climate control and enhanced security ystems at selected sies.

DISPOSITION OF PROPERTIES

During 2001, the Company sald 8 Properties for approximately $24.5 millon to Locke Sovian I, LIC. Because Locke Sovran |, LLC
isa consolicated joint venture, no gain was recognized on the sal.

In 2000, the Company sold 7 Properties for approximately $ 20 mlon, recognizing a gain of § 2.1 million. The gain recognized
represents the praportion of the total gain not related to the Company's ongaing ownership interest. The Properties were sold toa
jint venture n which the Company retained a 45% interest and whose properties the Company will manage for an angoing fee.
The Company nvested $5 million of the proceeds to fund its 45% interest n the venture and received a short-term promissory note
of approdmately $ 15 millon. The note was repaid in 2001 and the Company used the proceeds to pay down its outstanding ine
of credit,freeing up working capital for acquisitions and expansions done in 2001,

The Company may seck tosell additional Properties to smiar oint venture programs in 2002.

INVESTMENT IN JOINT VENTURES

Investment in joint ventures includes an ownership interest in Locke Sowran', LLC, which operates 11 selfstorage faclites
throughout the United States, and an ownership interest in iskalo Office Holdings, LLC, which owns the buiding that houses the
Company's headquarters and other tenanfs.

In December 2000, the Company contributed 7 sefftorage properties to Lacke Sowan |, LCwith a fair market value of $19.8
milion, in exchange for a $15 million 1 year note receivable bearing interest at LIBOR plus 1.75% that was repaid in 2001, and a
5% interest in Locke Sovran, LLC. For the year ended December 31, 2001, the Company's share of Locke Sovran |, LLC's income
was $163,000, which s recorded as equity i losses of joint ventures on the consolidated statements of income.

The Company also has a 49% ownership nterest n lsalo Office Holdings, LLC at December 31, 2001. The majorty of the
$800,000 invesiment refate to interest bearing loans made by the Company to the joint venture. for the year ended December
31,2001, the Company'sshare of skalo Office Holdings, LLC'soss wes $305,000. The Company paid rent to skalo Offce
Holdings, LLC of $225,000 and $164,000in 2001 and 2000, respectivel.
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Asummary of the unconsolidated joint ventures financalstatements as of and for the year ended December 31, 2001 is as folows:

{dollars in thousands) Locke Sowan |, LLC ekalo Office Holdings, LLC
Balance Sheet Data

Investment, nstorage facfes net b 40426 U
Investment in office buiding . 6,341
Other assets 1957 160
Total Assets § 42383 § 6501
Due to the Company § 619 § 800
Mortgage payable 30500 6,440
Other labilties 555 167
Total Liabilties 31,734 7407
Unaffiiated partners' equity (deficiency) 5,465 (482)
Company equty (deficiency) 5,184 (426)
Total Lizbilties and Partners Equity Deficency) ~ § 42,383 § 6501
Income Statement Data o

Total revene § 551 § 474
Total expenses 5,150 1097
Net income (oss) § 361 §(623)

The Company does not guarantee the debt of either ot venture.

REIT QUALIFICATION AND DISTRIBUTION REQUIREMENTS

As 2 RE, the Company s not required to pay federalincome tax on income that i distributes to ts shareholders, provided that the amount distrbuted is equal
toat least 0% of taxable income. These disrbutions must be made i the year to which they elate,or inthe following year if declared before the Company

files s ederal income tax return, and i s peid before the firs regular dvidend of the following year The it dstibution of 2002 may be applied toward the
Company's 2001 distrbution requirement.

fisa REIT, the Company must derive at east 35% of s total gross income from incorme reated to real property, interest and dividends. In 2001, the Company's

percentage ofrevenue from such saurces exceeded §7%, thereby passing the 95% test, and no special meastres ar expected to be required to enable the
Company to maintan s REIT designation.

(NTEREST RATE RISK

At December 31, 2001, the Company has three outstanding interest rate swap agreements, The firl, entered in March 2001, effectively fes the LIBOR base
rate at 5.36% through November 2005 on $50 millon notional amount. The second, entered in September 2001, effectvely fies the LIBOR base rate 2t
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£ 485% through October 2006 on another $50 milion notional amount. The third, ako entered in September 2001, effectively
ftesthe LIBOR base rate at 4.805% thraugh September 2008 an $30 million notional amount. The Company has an unsecured
creditfaciity in place through November 2003 enabling the Company to borrow funds at rates of LIBOR plus 1.375% and 1.75%.
Accordingly, a5 a result ofthe above described nterest rae swap agreements, the Company has fired ifs nterest rae through
November 2003 on $50 millon at 6.735%,on another $50 million at 5.86%,and on $30 millon at 6.555%. Upon renewal or
replacement of the creditfciity, the Company's total interest may change dependnt on the terms it negotiates with itslenders;
however, the LIBOR base rates have been contractually fixed on §130 milion of the Company's debt through the interest rate swap
termination dates

Because al'but $130 millon of the Company's outstanding deb of $24 1 millon i on a loating rate basis changes n short term
interest rates could have a significant impact on the Company’s earnings and funds from operations. Should the Company enter nfo
further rate swap agreements, earnings could be negatively affected, as shortterm rates are presently significantly below the five and
seven year cost of funds,

Based upon the Company's indebtedness at December 31, 2001, and taking the interest rate swap agreements info account, 3 1%
Increase in interestrates would resultin an increase to interest expense of approximately $1.1 million.

INFLATION

The Company does not belleve that inflation has had or willhave a direct effect on ts aperations. Substantially afl o the leases at the
facltes allow for monthly rent increases, which provide the Company with the pportunity to achieve increases in rental income a5
each lezse matures.

SEASONALITY

The Company's revenues typically have been higher in the third and fourth quarte, primarily because the Company increases it renta
rates on mos of s storage unit a the beginning of May and because sefftorage facles tend to experience greater occupancy
during the late spring, summer and early fall months due to the greater incidence of residential moves during these periods. Howevr,
the Company befieves that s tenant mis, diverse geographic locations, renta tructure and expense structure provide adequate
protection against undue luctuations in cash lows and net revenues during off-peak seasons. Thus, the Company does not expect
seasonality to affect materially ditributions to sharholders

RECENT ACCOUNTING PRONOUNCEMENT

InAugust 2001, the Financial Accounting Standards Board isued Statement of Financial Accounting Standards No. 144, “Accounting
forthe Impairment or Disposal of Long-Lived Assets”(SFAS 144), SFAS 144 supersedes SPAS No. 121, "Accounting for the Impairment
of Long-Lived Assets and for Long-Lived Assets to be Disposed of", but retains itsfundamental provisions for recogniton and
mezsurement of the impairment of long-fved assets to be held and used and thase to be disposed of by sale. The Company must
adapt this standard in 2002. The Company does not expect the adoption of this standard to have a material effect on its results of
operations and financial condition.
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Exchange: New York Stock Exchange
Listing Symbol: 555
Average Daly Volume: 32,876

The folowing table setsforth the high
and low sales prices of the common
stock

000 High  Low

Ist 165000 195600
Ind 278000 223000
3d 277500 246500
th 316000 265000

000 Hh o Low

It 202500 179375
2nd 218750 18.8750
3d 230000 186250
th 210000 178750
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