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to our stockholders:
We are pleased to present this annual report for 2009, our second year of 
operations.  The past year has been one of growth and significant foundation 
building.  We remain the first and only public non-traded REIT focused on the 
self storage sector.  Self storage as a real estate asset class continues to be viewed 
as recession resistant,* and we believe that the current economic climate is 
creating new opportunities in the self storage marketplace, particularly for our 
conservative low leverage acquisition strategy.  Summarized below are selected 
highlights from 2009:

Portfolio Overview.  In 2009, we acquired 23 properties representing 2.147 
million square feet.  This increased our portfolio to 26 properties which 
encompass more than 17,665 units and 2.343 million rentable square feet.  The 
average physical occupancy was 79.3%.

Rental Income. Rental income was $7.706 million (as compared to rental 
income of $363,006 for 2008).  The increase in rental income is primarily from 
the acquisition of 23 properties, which we owned for an average of 4.1 months. 

Balance Sheet and Liquidity.  We continued to maintain a strong balance sheet with total assets of $203.7 million, including cash on 
hand of $23.8 million.  With debt of $78.2 million, our leverage as a percentage of assets is 38.42%.  We have been acquiring many 
of our properties on an all cash basis until the credit markets stabilize.  Our low leverage strategy, strong balance sheet, and cash on 
hand in conjunction with numerous unencumbered assets positions us for continued growth in 2010.    

SmartStopSM Brand.  Our Sponsor launched a major re-branding of our properties to SmartStopSM Self Storage.  Our goal for this new 
brand is two-fold: first, we want to unify all of our properties under one name and national brand; and second, we want to be identified 
as setting new customer service standards in the industry.  This rebranding process will occur over the next 24 months.  

Technology.  In 2009, we launched two significant initiatives.  The first was Centershift’s Store™ Enterprise platform which is an 
integrated, web-based operating software that is used to manage our entire network of facilities nationwide.  Centershift features 
include real-time consolidated reports for managers nationwide, as well as unparalleled revenue-management tools for accurate 
revenue forecasting and increased yield.  The next initiative was the launch of a single, consolidated website to market all of our 
Sponsor’s self storage properties under one umbrella.  It provides a storage locator and other tools, such as a portal for current and 
future tenants to reserve space, pay bills, and interact with our local property managers.  Along with the website, we are continuing to 
aggressively apply search engine optimization and marketing (SEO and SEM) strategies to increase our visibility to potential tenants.

In closing, we are delighted with our progress over the past year and are optimistic about our continued growth in 2010.  In the first 
four months of this year, we have already acquired five more properties for approximately $42 million.  We remain dedicated to 
safeguarding the interests of our stockholders, and creating long-term sustainable value.  Our seasoned, professional management 
team will continue to build a diversified portfolio incorporating conservative debt strategies.  We thank you for your continued 
confidence in SSTI, and look forward to the many opportunities that lie ahead.  

Continued successes,

H. Michael Schwartz
Chairman and CEO

*	 While the self storage industry may be resistant to recessions, there is no guarantee that a related investment will realize a profit or prevent against a loss. It is possible to 
lose money on such an investment.



*	Only properties wholly owned by Strategic Storage Trust, Inc.
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portfolio snapshot - december 31, 2009*

Over the past year, our portfolio has grown substantially. Our sponsor has been working to enhance the value of 
each of our self storage properties, and the portfolio as a whole. In the third quarter we launched a new, national 
self storage brand: SmartStopSM Self Storage. The self storage marketplace is fragmented, with few recognizable 
names. Launching a national brand in this environment puts us in a leading position to build awareness and 
name recognition. You can view the launch video on our website www.strategicstoragetrust.com. We will be 

transitioning our portfolio to the new brand over the next 24 months.

We continued our relationship with Penske and Budget truck rentals to provide on-site rentals and returns for our customers. Several of our 
properties are recognized as top performers in their areas for these truck rentals. 

Our sponsor also launched a consolidated website for all of its self storage properties www.smartstopselfstorage.com. The site will be 
transitioning to our new brand this year. The website provides a storage locator and other tools, such as a portal for current and future tenants 
to reserve space, pay bills, and interact with our local property managers.  
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31 properties in 14 states. . .
and growing!

 1 Gulf Breeze, Florida
 2 Biloxi, Mississippi
 3 Manassas, Virginia
 4 Walton, Kentucky
 5 Crescent Springs, Kentucky
 6 Florence, Kentucky
 7 Alpharetta, Georgia
 8 Marietta, Georgia
 9 Erlanger, Kentucky
10 Florence II, Kentucky
11 Jersey City, New Jersey
12 Montgomery, Alabama
13 Phoenix, Arizona
14 Seabrook, Texas
15 Greenville, South Carolina
16 Kemah, Texas
17 Tallahassee, Florida
18 Memphis, Tennessee
19 Houston, Texas
20 Las Vegas, Nevada
21 Las Vegas II, Nevada
22 Pearland, Texas
23 Daphne, Alabama
24 Lake Forest, California
25 Pittsburgh, Pennsylvania
26 West Mifflin, Pennsylvania

27 Weston, Florida
28 Fort Lee, New Jersey
29 Gulf Breeze II, Florida
30 Mesa, Arizona
31 Ft. Lauderdale, Florida 
32 Riverdale, New Jersey (Pending)

acquisitions as of December 31, 2009*

additional acquisitions
(as of april 20, 2010)

Fort Lee, New Jersey

Address:	 550 Main St. 
	 Fort Lee, New Jersey

Yr. Built:	 2000

Total Units:	 990

Net Rentable:	 100,000

Acres:	 1.2

Weston, Florida

Address:	 16400 State Rd. 84 
	 Weston, Florida

Yr. Built:	 2005

Total Units:	 650

Net Rentable:	 52,000

Acres:	 1.97

property highlights - 2010

*	Only properties wholly owned by Strategic Storage Trust, Inc.
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None   None 

Securities registered pursuant to Section 12(g) of the Act:  
Common Stock, $0.001 par value per share  

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes  No   
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and (2) has been subject to such filing requirements for the past 90 days.  Yes No �  

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive 
Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 
months (or for such shorter period that the registrant was required to submit and post such files).   Yes  No   

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be 
contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part III of the 
Form 10-K or any amendment of this Form 10-K.   

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller 
reporting company. See definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the 
Exchange Act. (Check one):  
  

Large Accelerated Filer        Accelerated Filer   
Non-Accelerated Filer    (Do not check if a smaller reporting company)   Smaller reporting company   

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  Yes  No   

The aggregate market value of voting common stock held by non-affiliates was approximately $53,200,000 assuming a market value of 
$10 per share, as of June 30, 2009.   

As of March 24, 2010, there were 18,931,577 outstanding shares of common stock of the registrant. 

Documents Incorporated by Reference:  
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 

Certain statements contained in this Form 10-K of Strategic Storage Trust, Inc., other than 
historical facts, may be considered forward-looking statements within the meaning of Section 27A 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”). We intend for all such forward-looking statements to be 
covered by the applicable safe harbor provisions for forward-looking statements contained in Section 27A 
of the Securities Act and Section 21E of the Exchange Act, as applicable. Such statements include, in 
particular, statements about our plans, strategies, and prospects and are subject to certain risks and 
uncertainties, including known and unknown risks, which could cause actual results to differ materially 
from those projected or anticipated. Therefore, such statements are not intended to be a guarantee of our 
performance in future periods. Such forward-looking statements can generally be identified by our use of 
forward-looking terminology such as “may,” “will,” “expect,” “intend,” “anticipate,” “estimate,” 
“believe,” “continue,” or other similar words. Readers are cautioned not to place undue reliance on these 
forward-looking statements, which speak only as of the date this report is filed with the Securities and 
Exchange Commission. We cannot guarantee the accuracy of any such forward-looking statements 
contained in this Form 10-K, and we do not intend to publicly update or revise any forward-looking 
statements, whether as a result of new information, future events, or otherwise.  

Any such forward-looking statements are subject to risks, uncertainties, and other factors and are 
based on a number of assumptions involving judgments with respect to, among other things, future 
economic, competitive, and market conditions, all of which are difficult or impossible to predict 
accurately. To the extent that our assumptions differ from actual results, our ability to meet such forward-
looking statements, including our ability to generate positive cash flow from operations and provide 
distributions to stockholders, and our ability to find suitable investment properties, may be significantly 
hindered.  

All forward-looking statements should be read in light of the risks identified in Part I, Item 1A of 
this Form 10-K.  
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PART I 
  
ITEM 1. BUSINESS  

Overview  

Strategic Storage Trust, Inc., a Maryland Corporation (the “Company”), was formed on August 
14, 2007 for the purpose of engaging in the business of investing in self storage facilities. The Company 
made an election to be taxed as a real estate investment trust (“REIT”) beginning with the taxable year 
ended December 31, 2008. As used in this report, “we” “us” and “our” refer to Strategic Storage Trust, 
Inc.  

We are currently offering a maximum of 110,000,000 shares of common stock, consisting of 
100,000,000 shares for sale to the public (the “Primary Offering”) and 10,000,000 shares for sale pursuant 
to our distribution reinvestment plan (collectively, the “Offering”). 

On March 17, 2008, the Securities and Exchange Commission (“SEC”) declared our registration 
statement effective. On May 22, 2008, we satisfied the minimum offering requirements of the Primary 
Offering and commenced formal operations. As of December 31, 2009, including shares sold through our 
distribution reinvestment plan, we had sold approximately 10.4 million shares of our common stock for 
gross offering proceeds of approximately $104.3 million. We intend to invest a substantial amount of the 
net proceeds from the Offering primarily in self storage facilities and related self storage real estate 
investments.   

As of December 31, 2009, we wholly-owned 26 self storage facilities located in 14 states 
(Alabama, Arizona, California, Florida, Georgia, Kentucky, Mississippi, Nevada, New Jersey, 
Pennsylvania, South Carolina, Tennessee, Texas and Virginia) comprising  approximately 17,665 units 
and approximately 2.34 million rentable square feet. Of the 26 properties we wholly-owned as of 
December 31, 2009, 23 were acquired during 2009, including 11 acquired in merger transactions with 
Self Storage REIT, Inc. and Self Storage REIT II, Inc. completed on September 24, 2009.  (See Note 3 of 
the Notes to the Consolidated Financial Statements contained in this report).  We also had interests in 19 
additional self storage facilities through preferred equity and/or minority interests.  Additionally, we have 
an interest in a net leased industrial property in California with 356,000 rentable square feet leased to a 
single tenant.  

Strategic Storage Operating Partnership, L.P. (our “Operating Partnership”) was formed on 
August 14, 2007. Our Operating Partnership owns, directly or indirectly through one or more special 
purpose entities, all of the self storage properties that we have acquired, other than the properties acquired 
in the two mergers with the private real estate investment trusts described in Note 3 of the Notes to the 
Consolidated Financial Statements contained in this report.   

Strategic Capital Holdings, LLC (our “Sponsor”), is the sponsor of our Offering. Our Sponsor 
was formed on July 21, 2004 to engage in private structured offerings of limited partnerships and other 
entities with respect to the acquisition, management and disposition of commercial real estate assets. Our 
Sponsor owns a majority of Strategic Storage Holdings, LLC, which is the sole member of our advisor, 
Strategic Storage Advisor, LLC (our “Advisor”), and our property manager, Strategic Storage Property 
Management, LLC (our “Property Manager”). 

We have no paid employees. Our Advisor is responsible for managing our affairs on a day-to-day 
basis and identifying and making acquisitions and investments on our behalf under the terms of an 
advisory agreement with our Advisor. Our Advisor was formed on August 13, 2007. 
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Our Property Manager was organized in August 2007 to manage our properties.  Our Property 
Manager derives substantially all of its income from the property management services it performs for us.  
Our Property Manager may enter into sub-property management agreements with third party management 
companies and pay part of its management fee to such sub-Property Manager.  

Investment Objectives 

Overview 

 We will invest a substantial amount of the net proceeds of the Offering in self storage facilities 
and related self storage real estate investments.  In the event we raise the maximum offering from our 
Primary Offering, we anticipate that approximately 88.25% of our gross offering proceeds will be used to 
primarily make investments in self storage facilities and related self storage real estate investments and 
pay real estate-related acquisition fees and acquisition expenses, while the remaining 11.75% will be used 
to pay sales commissions, dealer manager fees and other organization and offering expenses.  We may 
also use net offering proceeds to pay down debt or make distributions if our cash flows from operations 
are insufficient.  Our investment objectives, strategy and policies may be amended or changed at any time 
by our board of directors.  Although we have no plans at this time to change any of our investment 
objectives, our board of directors may change any and all such investment objectives, including our focus 
on self storage facilities, if they believe such changes are in the best interests of our stockholders.  In 
addition, we may invest in real estate properties other than self storage facilities if our board deems such 
investments to be in the best interests of our stockholders.  We cannot assure our stockholders that our 
policies or investment objectives will be attained or that the value of our common stock will not decrease. 
 
 Primary Investment Objectives  

 Our primary investment objectives are to: 

 invest in income-producing real property in a manner that allows us to qualify as a REIT 
for federal income tax purposes; 

 provide regular cash distributions to our stockholders; 

 preserve and protect our stockholders’ invested capital; and 

 achieve appreciation in the value of our properties over the long term. 

We cannot assure our stockholders that we will attain these primary investment objectives.   

Exchange Listing and Other Liquidity Events 
 
 Our board will determine when, and if, to apply to have our shares of common stock listed for 
trading on a national securities exchange subject to satisfying then-existing applicable listing 
requirements.  Subject to then-existing market conditions and the sole discretion of our board of directors, 
we intend to seek one or more of the following liquidity events within five to seven years after completion 
of the Offering: 
 

 list our shares on a national securities exchange; 

 merge, reorganize or otherwise transfer our company or its assets to another entity with 
listed securities; 

 commence the sale of all of our properties and liquidate our company; or 

 otherwise create a liquidity event for our stockholders. 



 

4 
A KAM01 2037735 v14 
2914116-000003 03/29/2010 

 
 However, we cannot assure our stockholders that we will achieve one or more of the above-
described liquidity events within the timeframe contemplated or at all.  This timeframe represents our best 
faith estimate of the time necessary to build a portfolio sufficient enough to effectuate one of the liquidity 
events listed above.  Our board of directors has the sole discretion to continue operations beyond seven 
years after completion of the Offering if it deems such continuation to be in the best interests of our 
stockholders.  Even if we do accomplish one or more of these liquidity events, we cannot guarantee that a 
public market will develop for the securities listed or that such securities will trade at a price higher than 
what a stockholder paid for his or her shares in our Offering.  At the time it becomes necessary for our 
board of directors to determine which liquidity event, if any, is in the best interests of us and our 
stockholders, we expect that the board will take all relevant factors at that time into consideration when 
making a liquidity event decision.  We expect that the board will consider various factors including, but 
not limited to, costs and expenses related to each possible liquidity event and the potential subordinated 
fees paid to our Advisor. 
 

Our Self Storage Acquisition Strategy 
 

 We will focus on the acquisition, ownership, operation and development of self storage facilities 
and activities relating to this type of property.  Self storage refers to properties that offer do-it-yourself, 
month-to-month storage space rental for personal or business use.  According to the Self Storage 
Association’s Self Storage Industry Fact Sheet, the self storage industry in the United States consists of 
approximately 2.35 billion rentable square feet at approximately 51,250 facilities (where self storage is 
the primary source of revenue).  The industry is highly fragmented, comprised mainly of local operators 
and a few national owners and operators, including, we believe, only four publicly traded self storage 
REITs.  We believe the following factors will allow us to achieve market penetration, name recognition 
and national brand awareness and loyalty in the self storage industry, which will result in greater 
economies of scale: 

 the size and diversification of our self storage portfolio, which currently consists of 26 
properties in 14 states with approximately 17,665 units and approximately 2.34 million 
square feet; 

 the management team of our Advisor and Property Manager which, in addition to our 
executive officers, includes regional and district property management professionals and on-
site property management personnel; and 

 our self storage branding strategy whereby we intend to re-brand every self storage facility 
under the “SmartStopSM Self Storage” brand over the next several years and our customer-
friendly self storage website, www.SmartStopSelfStorage.com, which allows potential self-
storage customers to locate available units at any of our properties. 

We intend to focus on pursuing acquisitions of self storage facilities in markets with varying 
economic and demographic characteristics, including large urban cities, densely populated suburban cities 
and smaller rural cities, as long as the property meets our acquisition criteria described below under 
“General Acquisition and Investment Policies.”  We also intend to expand and develop certain facilities 
we purchase in order to capitalize on underutilization and excess demand.  The development of certain 
facilities we purchase may include an expansion of the self storage units or the services and ancillary 
products offered as well as making units available for office space.  However, future investments will not 
be limited to any geographic area, to a type of facility or to a specified percentage of our total assets.  We 
may invest a portion of the net proceeds we raise in self storage facilities outside the United States.  We 
will strategically invest in specific domestic or foreign markets when opportunities that meet our 
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investment criteria are available.  In evaluating potential acquisitions of self storage facilities, the primary 
factor we will consider is the property’s current and projected cash flow.   

General Acquisition and Investment Policies 
 

 While we intend to focus our investment strategy on self storage facilities and related self storage 
real estate investments, we may invest in other storage-related investments such as storage facilities for 
automobiles, recreation vehicles and boats.  We may additionally invest in other types of commercial real 
estate properties if our board of directors deems appropriate; however, we have no current intention of 
investing more than 20% of the net proceeds of the Offering in such other commercial real estate 
properties.  We will seek to make investments that will satisfy the primary investment objective of 
providing regular cash distributions to our stockholders.  However, because a significant factor in the 
valuation of income-producing real property is its potential for future appreciation, we anticipate that 
some properties we acquire may have both the potential for growth in value and for providing regular 
cash distributions to our stockholders. 
 

Our Advisor will have substantial discretion with respect to the selection of specific properties.  
However, each acquisition will be approved by our board of directors.  In selecting a potential property 
for acquisition, we and our Advisor will consider a number of factors, including but not limited to the 
following: 

 

 projected demand for self storage facilities in the area; 

 a property’s geographic location and type;  

 a property’s physical location in relation to population density, traffic counts and access; 

 construction quality and condition;  

 potential for capital appreciation;  

 proposed purchase price, terms and conditions; 

 historical financial performance; 

 rental rates and occupancy levels for the property and competing properties in the area; 

 potential for rent increases;  

 demographics of the area; 

 operating expenses being incurred and expected to be incurred, including but not limited 
to, property taxes and insurance costs; 

 potential capital improvements and reserves required to maintain the property; 

 prospects for liquidity through sale, financing or refinancing of the property;  

 potential competitors for expanding the physical layout of the property;  

 the potential for the construction of new properties in the area; 

 treatment under applicable federal, state and local tax and other laws and regulations; 

 evaluation of title and obtaining of satisfactory title insurance; and 

 evaluation of any reasonable ascertainable risks such as environmental contamination. 
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There is no limitation on the number, size or type of properties that we may acquire or on the 
percentage of net offering proceeds that may be invested in any particular property type or single 
property.  The number and mix of properties will depend upon real estate market conditions and other 
circumstances existing at the time of acquisition and the amount of proceeds raised in the Offering.  In 
determining whether to purchase a particular property, we may obtain an option on such property.  The 
amount paid for an option, if any, is normally surrendered if the property is not purchased and may or 
may not be credited against the purchase price if the property is ultimately purchased. 
 

Our Borrowing Strategy and Policies 

 As of December 31, 2009, our leverage was 40%.  In light of the current debt and interest rate 
environment, we intend to use low leverage (less than 50%) to make our investments during the Offering.  
However, at certain times during the Offering, our debt leverage levels may be temporarily higher as we 
acquire properties in advance of funds being raised in the Offering.  Our board of directors will regularly 
monitor our investment pipeline in relation to our projected fundraising efforts and otherwise evaluate 
market conditions related to our debt leverage ratios throughout the Offering. 

We may incur our indebtedness in the form of bank borrowings, purchase money obligations to 
the sellers of properties and publicly or privately-placed debt instruments or financing from institutional 
investors or other lenders.  We may obtain a credit facility or separate loans for each acquisition.  Our 
indebtedness may be unsecured or may be secured by mortgages or other interests in our properties.  We 
may use borrowing proceeds to finance acquisitions of new properties, to pay for capital improvements, 
repairs or buildouts, to refinance existing indebtedness, to pay distributions, to fund redemptions of our 
shares or to provide working capital.   

 There is no limitation on the amount we can borrow for the purchase of any property.  Our 
aggregate borrowings, secured and unsecured, must be reasonable in relation to our net assets and must be 
reviewed by our board of directors at least quarterly.  Our charter limits our borrowing to 300% of our net 
assets (equivalent to 75% of the cost of our assets) unless any excess borrowing is approved by a majority 
of our independent directors and is disclosed to our stockholders in our next quarterly report.   

 We may borrow amounts from our Advisor or its affiliates only if such loan is approved by a 
majority of our directors, including a majority of our independent directors, not otherwise interested in the 
transaction, as fair, competitive, commercially reasonable and no less favorable to us than comparable 
loans between unaffiliated parties under the circumstances. 

 Except as set forth in our charter regarding debt limits, we may re-evaluate and change our debt 
strategy and policies in the future without a stockholder vote.  Factors that we could consider when re-
evaluating or changing our debt strategy and policies include then-current economic and market 
conditions, the relative cost of debt and equity capital, any acquisition opportunities, the ability of our 
properties to generate sufficient cash flow to cover debt service requirements and other similar factors.  
Further, we may increase or decrease our ratio of debt to equity in connection with any change of our 
borrowing policies. 
 

Acquisition Structure 
 
Although we are not limited as to the form our investments may take, our investments in real 

estate will generally constitute acquiring fee title or interests in joint ventures or similar entities that own 
and operate real estate.  We may also enter into the following types of leases relating to real property: 
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 a ground lease in which we enter into a long-term lease (generally greater than 30 years) 
with the owner for use of the property during the term whereby the owner retains title to 
the land; or 

 a lease in which we enter into a long-term lease (typically ten years with multiple renewal 
options) with the owner in which we agree to pay rent to the owner and pay all costs of 
operating and maintaining the property (a net lease) and typically have an option to 
purchase the property in the future.  

We will make acquisitions of our real estate investments directly or indirectly through our 
Operating Partnership, other than the properties acquired in the two mergers with the private real estate 
investment trusts described in Note 3 of the Notes to the Consolidated Financial Statements contained in 
this report.  We will acquire interests in real estate either directly through our Operating Partnership or 
indirectly through limited liability companies or limited partnerships, or through investments in joint 
ventures, partnerships, co-tenancies or other co-ownership arrangements with other owners of properties, 
affiliates of our Advisor or other persons. 

Conditions to Closing Acquisitions 
 
 We will not purchase any property unless and until we obtain at least a Phase I environmental 
assessment and history for each property purchased and we are sufficiently satisfied with the property’s 
environmental status.  In addition, we will generally condition our obligation to close the purchase of any 
investment on the delivery and verification of certain documents from the seller or other independent 
professionals, including but not limited to, where appropriate: 
 

 property surveys and site audits; 

 building plans and specifications, if available; 

 soil reports, seismic studies, flood zone studies, if available; 

 licenses, permits, maps and governmental approvals; 

 historical financial statements and tax statement summaries of the properties; 

 proof of marketable title, subject to such liens and encumbrances as are acceptable to us; 
and 

 liability and title insurance policies. 
 
Joint Venture Investments 
 

 As of December 31, 2009, we had entered into several joint venture arrangements (see Note 2 of 
the Notes to the Consolidated Financial Statements contained in this report).  In the future we may acquire 
some of our properties in joint ventures, some of which may be entered into with affiliates of our Advisor.  
We may also enter into joint ventures, general partnerships, co-tenancies and other participations with real 
estate developers, owners and others for the purpose of owning and leasing real properties.  Among other 
reasons, we may want to acquire properties through a joint venture with third parties or affiliates in order 
to diversify our portfolio of properties in terms of geographic region or property type or to co-invest with 
one of our property management partners.  Joint ventures may also allow us to acquire an interest in a 
property without requiring that we fund the entire purchase price.  In addition, certain properties may be 
available to us only through joint ventures.  In determining whether to recommend a particular joint 
venture, our Advisor will evaluate the real property which such joint venture owns or is being formed to 
own under the same criteria described elsewhere in this annual report. 
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 We may enter into joint ventures with affiliates of our Advisor for the acquisition of properties, 
but only provided that: 

 A majority of our directors, including a majority of our independent directors, approve 
the transaction as being fair and reasonable to us; and 

 The investment by us and such affiliate are on substantially the same terms and 
conditions. 

  
To the extent possible and if approved by our board of directors, including a majority of our independent 
directors, we will attempt to obtain a right of first refusal or option to buy if such venture partner elects to 
sell its interest in the property held by the joint venture.  In the event that the venture partner were to elect 
to sell property held in any such joint venture, however, we may not have sufficient funds to exercise our 
right of first refusal to buy the venture partner’s interest in the property held by the joint venture.  
Entering into joint ventures with affiliates of our Advisor will result in certain conflicts of interest.   
 

Co-Investment with Tenant-In-Common Programs and Delaware Statutory Trusts 

 Persons selling real estate held for investment often seek to reinvest the proceeds of that sale in 
another real estate investment in an effort to obtain favorable tax treatment under Section 1031 of the 
Internal Revenue Code (the “Code”).  Strategic Capital Holdings, LLC, our Sponsor, is a sponsor of 
tenant-in-common programs and Delaware Statutory Trusts (“DSTs”), and regularly facilitates these 
transactions, referred to as like-kind exchanges.   

For each tenant-in-common program, our Sponsor or one of its affiliates will create a single 
member limited liability company (each of which we refer to as a Strategic Capital Exchange Entity).  A 
Strategic Capital Exchange Entity will acquire all or part of a real estate property to be owned in co-
tenancy arrangements with persons wishing to engage in like-kind exchanges (tenant-in-common 
participants).  Generally, a Strategic Capital Exchange Entity will acquire the subject property, and 
through a registered broker-dealer, market a private placement memorandum for the sale of co-tenancy 
interests in that property.  In many instances, affiliates of our Advisor will sell or contribute a property to 
a Strategic Capital Exchange Entity for the purpose of selling off the property.  Properties acquired in 
connection with the tenant-in-common program, if any, initially may be partially or entirely financed with 
debt.  When a tenant-in-common participant wishes to acquire a co-tenancy interest, the Strategic Capital 
Exchange Entity will deed an undivided co-tenancy interest in the subject property to a newly formed 
single-member limited liability company that is owned by the tenant-in-common participant.   

A DST is a separate legal entity created as a trust under Delaware law that allows persons 
wishing to engage in like-kind exchanges to reinvest their proceeds in commercial real estate.  The DST 
acquires title to the property or properties and borrows money from the lender secured by such properties.  
The exchange participant owns a beneficial interest in the DST. 

 In connection with the two mergers with private real estate investment trusts we completed on 
September 24, 2009, we acquired minority interests in several DSTs affiliated with our Sponsor.  (See 
Note 3 of the Notes to the Consolidated Financial Statements contained in this report).  We may in the 
future invest in other similar programs or increase our ownership position in a DST in which we already 
have an ownership interest, but will only do so if our board of directors, including a majority of our 
independent directors, determines that our participation or increase in ownership is in the best interest of 
our stockholders.  In the event that our board of directors determines that it is in our best interest to so 
participate, we may co-invest in the property or DST.   
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 We may co-invest in a property or DST only if a majority of our directors not otherwise 
interested in the transaction and a majority of our independent directors approves of the transaction as 
being fair, competitive and commercially reasonable to us.  We anticipate that in the event we purchase a 
tenant-in-common or DST interest from a Strategic Capital Exchange Entity, generally we will purchase 
the interest at the Strategic Capital Exchange Entity’s cost (before offering expenses and fees).  However, 
if the price to us is in excess of the cost paid by our affiliate for the asset, a majority of our directors not 
otherwise interested in the transaction, including a majority of our independent directors, must determine 
that substantial justification for such excess exists and that such excess is reasonable.  In no event shall 
the cost of such asset to us exceed the greater of the Strategic Capital Exchange Entity’s cost or the 
current appraised value for the property or DST interest as determined by an independent appraiser.  
Although the Strategic Capital Exchange Entity will charge fees and expenses to tenant-in-common 
participants and/or will sell the tenant-in-common or DST interests at a price above the price it paid for 
the property, we will not pay any fees or expenses to the Strategic Capital Exchange Entity.  We will, 
however, pay our Advisor the acquisition fees and reimburse our Advisor for its expenses to the same 
extent as with other types of property acquisitions. 

 All purchasers of co-tenancy interests, including our Operating Partnership if it purchases co-
tenancy interests, will be required to execute a tenant-in-common agreement with the other purchasers of 
co-tenancy interests in that particular property.  For a DST investment, each investor is required to 
execute a trust agreement.  If we purchase these co-ownership interests, we will be subject to various risks 
associated with co-ownership arrangements which are not otherwise present in real estate investments, 
such as the risk that the interests of the non-affiliated investors will become adverse to our interests.   

 In any co-ownership arrangement, our Sponsor, the Strategic Capital Exchange Entity, or the 
other investors may have economic or business interests or goals that are or may become inconsistent 
with our business interests or goals.  For instance, our Sponsor will receive substantial fees in connection 
with its sponsoring of a co-ownership arrangement (although we will not be required to pay such fees) 
and our participation in such a transaction likely would facilitate its consummation.  For these reasons, 
our Advisor may face a conflict in structuring the terms of the relationship between our interests and the 
interest of our Sponsor or the Strategic Capital Exchange Entity.  As a result, agreements and transactions 
between the parties with respect to the property will not have the benefit of arm’s-length negotiation of 
the type normally conducted between unrelated parties.   

Construction and Development Activities 

 As of December 31, 2009, we had not undertaken any construction or development activities.  
From time to time, we may construct and develop real estate assets or render services in connection with 
these activities.  We may be able to reduce overall purchase costs by constructing and developing a 
property versus purchasing a completed property.  Developing and constructing properties would, 
however, expose us to risks such as cost overruns, carrying costs of projects under construction or 
development, availability and costs of materials and labor, weather conditions and government regulation.  
To comply with the applicable requirements under federal income tax law, we intend to limit our 
construction and development activities to performing oversight and review functions, including 
reviewing the construction design proposals, negotiating and contracting for feasibility studies and 
supervising compliance with local, state or federal laws and regulations, negotiating contracts, overseeing 
construction, and obtaining financing.  In addition, we may use “taxable REIT subsidiaries” or certain 
independent contractors to carry out these oversight and review functions.  We will retain independent 
contractors to perform the actual construction work. 
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Government Regulations 

 Our business will be subject to many laws and governmental regulations.  Changes in these laws 
and regulations, or their interpretation by agencies and courts, occur frequently. 

 Americans with Disabilities Act 

 Under the Americans with Disabilities Act of 1990, or ADA, all public accommodations and 
commercial facilities are required to meet certain federal requirements related to access and use by 
disabled persons.  These requirements became effective in 1992.  Complying with the ADA requirements 
could require us to remove access barriers.  Failing to comply could result in the imposition of fines by 
the federal government or an award of damages to private litigants.  Although we intend to acquire 
properties that substantially comply with these requirements, we may incur additional costs to comply 
with the ADA.  In addition, a number of additional federal, state and local laws may require us to modify 
any properties we purchase, or may restrict further renovations thereof, with respect to access by disabled 
persons.  Additional legislation could impose financial obligations or restrictions with respect to access by 
disabled persons.  Although we believe that these costs will not have a material adverse effect on us, if 
required changes involve a greater amount of expenditures than we currently anticipate, our ability to 
make expected distributions could be adversely affected.   

 Environmental Matters 

 Under various federal, state and local laws, ordinances and regulations, a current or previous 
owner or operator of real property may be held liable for the costs of removing or remediating hazardous 
or toxic substances.  These laws often impose clean-up responsibility and liability without regard to 
whether the owner or operator was responsible for, or even knew of, the presence of the hazardous or 
toxic substances.  The costs of investigating, removing or remediating these substances may be 
substantial, and the presence of these substances may adversely affect our ability to rent units or sell the 
property or to borrow using the property as collateral and may expose us to liability resulting from any 
release of or exposure to these substances.  If we arrange for the disposal or treatment of hazardous or 
toxic substances at another location, we may be liable for the costs of removing or remediating these 
substances at the disposal or treatment facility, whether or not the facility is owned or operated by us.  We 
may be subject to common law claims by third parties based on damages and costs resulting from 
environmental contamination emanating from a site that we own or operate.  Certain environmental laws 
also impose liability in connection with the handling of or exposure to asbestos-containing materials, 
pursuant to which third parties may seek recovery from owners or operators of real properties for personal 
injury associated with asbestos-containing materials and other hazardous or toxic substances. 

 Other Regulations 

 The properties we acquire likely will be subject to various federal, state and local regulatory 
requirements, such as zoning and state and local fire and life safety requirements.  Failure to comply with 
these requirements could result in the imposition of fines by governmental authorities or awards of 
damages to private litigants.  We intend to acquire properties that are in material compliance with all such 
regulatory requirements.  However, we cannot assure our stockholders that these requirements will not be 
changed or that new requirements will not be imposed which would require significant unanticipated 
expenditures by us and could have an adverse effect on our financial condition and results of operations. 
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Disposition Policies 

 As of December 31, 2009, we had not disposed of any investments.  We generally intend to hold 
each property we acquire for an extended period.  However, we may sell a property at any time if, in our 
judgment, the sale of the property is in the best interests of our stockholders.   

 The determination of whether a particular property should be sold or otherwise disposed of will 
generally be made after consideration of relevant factors, including prevailing economic conditions, other 
investment opportunities and considerations specific to the condition, value and financial performance of 
the property.  In connection with our sales of properties, we may lend the purchaser all or a portion of the 
purchase price.  In these instances, our taxable income may exceed the cash received in the sale. 

 We may sell assets to third parties or to affiliates of our Advisor.  Our nominating and corporate 
governance committee of our board of directors, which is comprised solely of independent directors, must 
review and approve all transactions between us and our Advisor and its affiliates.   

Investment Limitations in our Charter 

 Our charter places numerous limitations on us with respect to the manner in which we may invest 
our funds, most of which are required by various provisions of the Statement of Policy Regarding Real 
Estate Investment Trusts published by the North American Securities Administrators Association.  These 
limitations cannot be changed unless our charter is amended, which requires the approval of our 
stockholders.  Unless our charter is amended, we will not: 

 Invest in equity securities unless a majority of our directors, including a majority of our 
independent directors, not otherwise interested in the transaction approve such 
investment as being fair, competitive and commercially reasonable. 

 Invest in commodities or commodity futures contracts, except for future contracts when 
used solely for the purpose of hedging in connection with our ordinary business of 
investing in real estate assets and mortgages. 

 Invest in real estate contracts of sale, otherwise known as land sale contracts, unless the 
contract is in recordable form and is appropriately recorded in the chain of title. 

 Make or invest in mortgage loans unless an appraisal is obtained concerning the 
underlying property, except for those mortgage loans insured or guaranteed by a 
government or government agency.  In cases where our independent directors determine, 
and in all cases in which the transaction is with any of our directors or our Advisor and its 
affiliates, we will obtain an appraisal from an independent appraiser.  We will maintain 
such appraisal in our records for at least five years and it will be available to our 
stockholders for inspection and duplication.  We will also obtain a mortgagee’s or 
owner’s title insurance policy as to the priority of the mortgage or condition of the title. 

 Make or invest in mortgage loans, including construction loans, on any one property if 
the aggregate amount of all mortgage loans on such property would exceed an amount 
equal to 85% of the appraised value of such property, as determined by an appraisal from 
an independent appraiser, unless substantial justification exists for exceeding such limit 
because of the presence of other loan underwriting criteria. 

 Make or invest in mortgage loans that are subordinate to any mortgage or equity interest 
of any of our directors, our Advisor or their respective affiliates. 
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 Make investments in unimproved property or indebtedness secured by a deed of trust or 
mortgage loans on unimproved property in excess of 10% of our total assets. 

 Issue equity securities on a deferred payment basis or other similar arrangement. 

 Issue debt securities in the absence of adequate cash flow to cover debt service. 

 Issue equity securities that are assessable after we have received the consideration for 
which our board of directors authorized their issuance. 

 Issue “redeemable securities” redeemable solely at the option of the holder, which 
restriction has no affect on our ability to implement our share redemption program.  

 When applicable, grant warrants or options to purchase shares to our Advisor or its 
affiliates or to officers or directors affiliated with our Advisor except on the same terms 
as options or warrants that are sold to the general public.  Further, the amount of the 
options or warrants cannot exceed an amount equal to 10% of outstanding shares on the 
date of grant of the warrants and options. 

 Lend money to our directors, or to our Advisor or its affiliates, except for certain 
mortgage loans described above. 

Changes in Investment Policies and Limitations 

 Our charter requires that our independent directors review our investment policies at least 
annually to determine that the policies we are following are in the best interests of our stockholders.  Each 
determination and the basis therefor are required to be set forth in the applicable meeting minutes.  The 
methods of implementing our investment policies may also vary as new investment techniques are 
developed.  The methods of implementing our investment objectives and policies, except as otherwise 
provided in our charter, may be altered by a majority of our directors, including a majority of our 
independent directors, without the approval of our stockholders.  The determination by our board of 
directors that it is no longer in our best interests to continue to be qualified as a REIT shall require the 
concurrence of two-thirds of the board of directors.  Investment policies and limitations specifically set 
forth in our charter, however, may only be amended by a vote of the stockholders holding a majority of 
our outstanding shares. 

Investments in Mortgages 

 As of December 31, 2009, we had not invested in any mortgages.  While we intend to emphasize 
equity real estate investments and, hence, operate as what is generally referred to as an “equity REIT,” as 
opposed to a “mortgage REIT,” we may invest in first or second mortgage loans, mezzanine loans secured 
by an interest in the entity owning the real estate or other similar real estate loans consistent with our 
REIT status.  We may make such loans to developers in connection with construction and redevelopment 
of self storage facilities.  Such mortgages may or may not be insured or guaranteed by the Federal 
Housing Administration, the Veterans Administration or another third party.  We may also invest in 
participating or convertible mortgages if our directors conclude that we and our stockholders may benefit 
from the cash flow or any appreciation in the value of the subject property.  Such mortgages are similar to 
equity participation. 

Affiliate Transaction Policy 

 On September 24, 2009, we completed mergers with two private real estate investment trusts 
sponsored by our Sponsor.  (See Note 3 of the Notes to the Consolidated Financial Statements contained 



 

13 
A KAM01 2037735 v14 
2914116-000003 03/29/2010 

in this report).  We may purchase properties from one or more affiliates of our Advisor in the future.  Our 
board of directors has established a nominating and corporate governance committee, which will review 
and approve all matters the board believes may involve a conflict of interest.  This committee is 
composed solely of independent directors.  This committee of our board of directors will approve all 
transactions between us and our Advisor and its affiliates.   

 Investment Company Act and Certain Other Policies 

 We intend to operate in such a manner that we will not be subject to regulation under the 
Investment Company Act of 1940, or the 1940 Act.  Our Advisor will continually review our investment 
activity to attempt to ensure that we do not come within the application of the 1940 Act.  Among other 
things, our Advisor will attempt to monitor the proportion of our portfolio that is placed in various 
investments so that we do not come within the definition of an “investment company” under the 1940 
Act.  If at any time the character of our investments could cause us to be deemed as an investment 
company for purposes of the 1940 Act, we will take all necessary actions to attempt to ensure that we are 
not deemed to be an “investment company.” 

 In addition, we do not intend to: 

 underwrite securities of other issuers; or 

 actively trade in loans or other investments. 

Subject to the restrictions we must follow in order to qualify to be taxed as a REIT, we may make 
investments other than as previously described, although we do not currently intend to do so.  We have 
authority to purchase or otherwise reacquire our common shares or any of our other securities.  We have 
no present intention of repurchasing any of our common shares except pursuant to our share redemption 
program, and we would only take such action in conformity with applicable federal and state laws and the 
requirements for qualifying as a REIT under the Code. 

Employees  

We have no paid employees. The employees of the Advisor provide management, acquisition, 
advisory and certain administrative services for us.  

Competition 

The extent of competition in a market area depends significantly on local market conditions. The 
primary factors upon which competition in the self storage industry is based are location, rental rates, 
suitability of the property’s design and the manner in which the property is operated and marketed. We 
believe we compete successfully on these bases.  

Many of our competitors are larger and have substantially greater resources then we do. Such 
competitors may, among other possible advantages, be capable of paying higher prices for acquisitions 
and obtaining financing on better terms then us. 

Industry Segments  

We internally evaluate all of our properties and interests therein as one industry segment and, 
accordingly, we do not report segment information.  
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ITEM 1A. RISK FACTORS  

The following are some of the risks and uncertainties that could cause our actual results to differ 
materially from those presented in our forward-looking statements. The risks and uncertainties described 
below are not the only ones we face but do represent those risks and uncertainties that we believe are 
material to us. Additional risks and uncertainties not presently known to us or that we currently deem 
immaterial may also harm our business.  
 
Risks Related to an Investment in Strategic Storage Trust, Inc. 

We have a limited operating history and limited established financing sources, and we cannot 
assure our stockholders that we will be successful in the marketplace. 

 We were incorporated in August 2007 and commenced active business operations on May 22, 
2008.  As of December 31, 2009, we owned 26 properties in 14 states.  Our stockholders should consider 
our prospects in light of the risks uncertainties and difficulties frequently encountered by companies that 
are, like us, in their early stage of development.   

To be successful in this market, we must, among other things: 

 identify and acquire investments that further our investment objectives; 

 increase awareness of the “Strategic Storage Trust, Inc.” name within the investment 
products market; 

 expand and maintain our network of participating broker-dealers; 

 attract, integrate, motivate and retain qualified personnel to manage our day-to-day 
operations; 

 respond to competition for our targeted real estate properties and other investments as 
well as for potential investors; and 

 continue to build and expand our operational structure to support our business. 

We cannot guarantee that we will succeed in achieving these goals, and our failure to do so could 
cause stockholders to lose all or a portion of their investment. 

The prior performance of real estate investment programs sponsored by affiliates of our 
Advisor may not be an indication of our future results. 

Stockholders should not rely upon the past performance of other real estate investment programs 
sponsored by affiliates of our Advisor to predict our future results.  Although members of our Advisor’s 
management team have significant experience in the acquisition, finance, management and development 
of commercial real estate, including self storage properties and REITs, our Offering is the first publicly 
offered REIT sponsored by our Advisor or its affiliates.  Accordingly, the prior performance of real estate 
investment programs sponsored by our Advisor and its affiliates may not be indicative of our future 
results. 
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 We have incurred operating losses to date and we anticipate that we will not be profitable in 
2010. 

 We incurred a net loss of approximately $7.3 million for the year ended December 31, 2009.  
Given that we are still early in our fundraising and acquisition stage of development, we anticipate that 
we will not be profitable in 2010. 

Our stockholders will not have the opportunity to evaluate our investments before we make 
them, which makes an investment in us more speculative. 

 As of December 31, 2009, we owned 26 properties in 14 states.  On an ongoing basis, we 
continue to evaluate investments that we may make in the future, however we will not provide our 
stockholders with information to evaluate our investments prior to our acquisition of properties.  We will 
seek to make a substantial portion of our investments in self storage properties.  We may also, in the 
discretion of our Advisor, invest in other types of real estate or in entities that invest in real estate.  For a 
more detailed discussion of our investment policies, see Part I, Item 1, of this annual report. 

If we, through our Advisor, are unable to find suitable investments, then we may not be able to 
achieve our investment objectives or pay distributions. 

 Our ability to achieve our investment objectives and to pay distributions is dependent upon the 
performance of our Advisor in selecting our investments and arranging financing.  As of December 31, 
2009, we owned 26 properties in 14 states.  Our stockholders will essentially have no opportunity to 
evaluate the terms of transactions or other economic or financial data concerning our investments prior to 
the time we make them.  Our stockholders must rely entirely on the management ability of our Advisor 
and the oversight of our board of directors.  We cannot be sure that our Advisor will be successful in 
obtaining suitable investments on financially attractive terms or that, if it makes investments on our 
behalf, our objectives will be achieved.  If we are unable to find suitable investments, we will hold the 
proceeds of the Offering in an interest-bearing account or invest the proceeds in short-term, investment-
grade investments.  In such an event, our ability to pay distributions to our stockholders would be 
adversely affected. 

If we pay distributions from sources other than our cash flow from operations, we will have 
less funds available for the acquisition of properties, and our stockholders’ overall return may be 
reduced. 

 In the event we do not have enough cash from operations to fund our distributions, we may 
borrow, issue additional securities or sell assets in order to fund the distributions or make the distributions 
out of net proceeds from the Offering.  We are not prohibited from undertaking such activities by our 
charter, bylaws or investment policies, and there are no current limits on the amount of distributions to be 
paid from such funds.   To date, we have used net proceeds from the Offering to fund a majority of our 
distributions.   If we pay distributions from sources other than cash flow from operations, we will have 
less funds available for acquiring properties, which may reduce our stockholders’ overall returns.  
Additionally, to the extent distributions exceed cash flow from operations, a stockholder’s basis in our 
stock will be reduced and, to the extent distributions exceed a stockholder’s basis, the stockholder may 
recognize a capital gain. 

We may suffer from delays in locating suitable investments, which could adversely affect our 
ability to make distributions and the value of our stockholders’ investments. 

 We could suffer from delays in locating suitable investments, particularly as a result of our 
reliance on our Advisor at times when management of our Advisor is simultaneously seeking to locate 
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suitable investments for other affiliated programs.  Delays we encounter in the selection, acquisition and 
development of income-producing properties likely would adversely affect our ability to make 
distributions and the value of our stockholders’ investments.  In such event, we may pay all or a 
substantial portion of our distributions from the proceeds of the Offering or from borrowings in 
anticipation of future cash flow, which may constitute a return of capital.  We are not prohibited from 
undertaking such activities by our charter, bylaws or investment policies.  We have established no 
maximum of distributions to be paid from such funds.  Distributions from the proceeds of the Offering or 
from borrowings also could reduce the amount of capital we ultimately invest in properties.  This, in turn, 
would reduce the value of our stockholders’ investments.  In particular, if we acquire properties prior to 
the start of construction or during the early stages of construction, it will typically take several months to 
complete construction and rent available storage space.  Therefore, stockholders could suffer delays in the 
receipt of cash distributions attributable to those particular properties.   

If our Advisor loses or is unable to obtain key personnel, our ability to implement our 
investment objectives could be delayed or hindered, which could adversely affect our ability to make 
distributions and the value of our stockholders’ investments. 

 Our success depends to a significant degree upon the contributions of certain of our executive 
officers and other key personnel of our Advisor, including H. Michael Schwartz, Paula Mathews, Michael 
S. McClure, Wayne Johnson, and Robert Cerrone, each of whom would be difficult to replace.  Our 
Advisor does not have an employment agreement with any of these key personnel and we cannot 
guarantee that all, or any particular one, will remain affiliated with us and/or our Advisor.  If any of our 
key personnel were to cease their affiliation with our Advisor, our operating results could suffer.  Further, 
we do not intend to separately maintain key person life insurance on any of these individuals.  We believe 
that our future success depends, in large part, upon our Advisor’s ability to hire and retain highly skilled 
managerial, operational and marketing personnel.  Competition for such personnel is intense, and we 
cannot assure our stockholders that our Advisor will be successful in attracting and retaining such skilled 
personnel.  If our Advisor loses or is unable to obtain the services of key personnel or does not establish 
or maintain appropriate strategic relationships, our ability to implement our investment strategies could be 
delayed or hindered, and the value of our stockholders’ investments may decline.   

Our ability to operate profitably will depend upon the ability of our Advisor to efficiently 
manage our day-to-day operations and our Property Manager to effectively manage our properties. 

We will rely on our Advisor to manage our business and assets.  Our Advisor will make all 
decisions with respect to our day-to-day operations.  In addition, we will rely on our Property Manager to 
effectively manage our properties.  Thus, the success of our business will depend in large part on the 
ability of our Advisor and Property Manager to manage our operations.  Any adversity experienced by 
our Advisor or our Property Manager or problems in our relationship with our Advisor or Property 
Manager could adversely impact our operations and, consequently, our cash flow and ability to make 
distributions to our stockholders.  

We may loan a portion of the proceeds of the Offering to fund the development or purchase of 
self storage facilities. 

We will use the net proceeds of the Offering to purchase primarily self storage facilities, to repay 
debt financing that we may incur when acquiring properties, and to pay real estate commissions, 
acquisition fees and acquisition expenses relating to the selection and acquisition of properties, including 
amounts paid to our Advisor and its affiliates.  In addition, we may loan a portion of the net offering 
proceeds to entities developing or acquiring self storage facilities, including affiliates of our Advisor, 
subject to the limitations in our charter. There can be no assurance that these loans will be repaid to us in 
part or in full in accordance with the terms of the loan or that we will receive interest payments on the 
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outstanding balance of the loan.  We anticipate that these loans will be secured by mortgages on the self 
storage facilities, but in the event of a foreclosure, there can be no assurances that we will recover the 
outstanding balance of the loan.  If there are defaults under these loans, we may not be able to repossess 
and sell the underlying properties quickly.  The resulting time delay and associated costs could reduce the 
value of our investment in the defaulted loans.  An action to foreclose on a property securing a mortgage 
loan is regulated by state statutes and regulations and is subject to many of the delays and expenses of 
other lawsuits if the defendant raises defenses or counterclaims.  In the event of default by a mortgagor, 
these restrictions, among other things, may impede our ability to foreclose on or sell the mortgaged 
property or to obtain proceeds sufficient to repay all amounts due to us on the mortgage loan.   

Our rights and the rights of our stockholders to recover claims against our officers, directors 
and our Advisor are limited, which could reduce our stockholders’ and our recovery against them if 
they cause us to incur losses. 

 Maryland law provides that a director has no liability in that capacity if he or she performs his or 
her duties in good faith, in a manner he or she reasonably believes to be in the corporation’s best interests 
and with the care that an ordinarily prudent person in a like position would use under similar 
circumstances.  Our charter, in the case of our directors, officers, employees and agents, and the advisory 
agreement, in the case of our Advisor, require us to indemnify our directors, officers, employees and 
agents and our Advisor and its affiliates for actions taken by them in good faith and without negligence or 
misconduct.  Additionally, our charter limits the liability of our directors and officers for monetary 
damages to the maximum extent permitted under Maryland law.  As a result, we and our stockholders 
may have more limited rights against our directors, officers, employees and agents, and our Advisor and 
its affiliates, than might otherwise exist under common law, which could reduce our stockholders’ and 
our recovery against them.  In addition, we may be obligated to fund the defense costs incurred by our 
directors, officers, employees and agents or our Advisor in some cases which would decrease the cash 
otherwise available for distribution to our stockholders.   

Risks Related to Conflicts of Interest 

Our Advisor, Property Manager and their officers and certain of our key personnel will face 
competing demands relating to their time, and this may cause our operating results to suffer. 

 Our Advisor, Property Manager and their officers and certain of our key personnel and their 
respective affiliates are key personnel, advisors, managers and sponsors of other real estate programs 
having investment objectives and legal and financial obligations similar to ours and may have other 
business interests as well.  Because these persons have competing demands on their time and resources, 
they may have conflicts of interest in allocating their time between our business and these other activities.  
During times of intense activity in other programs and ventures, they may devote less time and fewer 
resources to our business than is necessary or appropriate.  If this occurs, the returns on our stockholders’ 
investments may suffer. 

Our officers and one of our directors face conflicts of interest related to the positions they hold 
with affiliated entities, which could hinder our ability to successfully implement our investment 
objectives and to generate returns to our stockholders. 

 Our executive officers and one of our directors are also officers of our Advisor, our Property 
Manager, and other affiliated entities.  As a result, these individuals owe fiduciary duties to these other 
entities and their owners, which fiduciary duties may conflict with the duties that they owe to our 
stockholders and us.  Their loyalties to these other entities could result in actions or inactions that are 
detrimental to our business, which could harm the implementation of our investment objectives.  
Conflicts with our business and interests are most likely to arise from involvement in activities related to 
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(1) allocation of new investments and management time and services between us and the other entities, 
(2) our purchase of properties from, or sale of properties to, affiliated entities, (3) the timing and terms of 
the investment in or sale of an asset, (4) development of our properties by affiliates, (5) investments with 
affiliates of our Advisor, (6) compensation to our Advisor, and (7) our relationship with our Dealer 
Manager and Property Manager.  If we do not successfully implement our investment objectives, we may 
be unable to generate cash needed to make distributions to our stockholders and to maintain or increase 
the value of our assets. 

Our Advisor will face conflicts of interest relating to the purchase of properties, and such 
conflicts may not be resolved in our favor, which could adversely affect our investment opportunities. 

We may be buying properties at the same time as one or more of the other programs managed by 
officers and key personnel of our Advisor.  Our Advisor and its affiliates are actively involved in 14 other 
real estate programs, six of which invest in or own self storage properties, that may compete with us or 
otherwise have similar business interests.  Our Advisor and our Property Manager will have conflicts of 
interest in allocating potential properties, acquisition expenses, management time, services and other 
functions between various existing enterprises or future enterprises with which they may be or become 
involved.  There is a risk that our Advisor will choose a property that provides lower returns to us than a 
property purchased by another program sponsored by our Sponsor.  We cannot be sure that officers and 
key personnel acting on behalf of our Advisor and on behalf of these other programs will act in our best 
interests when deciding whether to allocate any particular property to us.  Such conflicts that are not 
resolved in our favor could result in a reduced level of distributions we may be able to pay to our 
stockholders and the value of their investments.  If our Advisor or its affiliates breach their legal or other 
obligations or duties to us, or do not resolve conflicts of interest in the manner described in our charter 
and advisory agreement, we may not meet our investment objectives, which could reduce our expected 
cash available for distribution to our stockholders and the value of their investments. 

We may face a conflict of interest if we purchase properties from affiliates of our Advisor. 
 
On September 24, 2009, we completed two mergers with private real estate investment trusts 

sponsored by our Sponsor.  We may purchase properties from one or more affiliates of our Advisor in the 
future.  A conflict of interest may exist if such acquisition occurs.  The business interests of our Advisor 
and its affiliates may be adverse to, or to the detriment of, our interests. Additionally, the prices we pay to 
affiliates of our Advisor for our properties may be equal to, or in excess of, the prices paid by them, plus 
the costs incurred by them relating to the acquisition and financing of the properties.  These prices will 
not be the subject of arm’s-length negotiations, which could mean that the acquisitions may be on terms 
less favorable to us than those negotiated in an arm’s-length transaction. Even though we will use an 
independent third party appraiser to determine fair market value when acquiring properties from our 
Advisor and its affiliates, we may pay more for particular properties than we would have in an arm’s-
length transaction, which would reduce our cash available for investment in other properties or 
distribution to our stockholders.  Furthermore, because any agreement that we enter into with affiliates of 
our Advisor will not be negotiated in an arm’s-length transaction, and as a result of the affiliation between 
our Advisor and its affiliates, our Advisor may be reluctant to enforce the agreements against such 
entities.  Our nominating and corporate governance committee of our board of directors approved the two 
mergers discussed above and will approve all future transactions between us and our Advisor and its 
affiliates.   
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Our Advisor will face conflicts of interest relating to the incentive fee structure under our 
advisory agreement, which could result in actions that are not necessarily in the long-term best 
interests of our stockholders. 

Our Advisor and its affiliates will perform services for us in connection with the offer and sale of 
our shares and the selection, acquisition and management of our properties pursuant to our advisory 
agreement.  Our Advisor will be entitled to fees that are structured in a manner intended to provide 
incentives to our Advisor to perform in our best interests and in the best interests of our stockholders.  
The amount of such compensation has not been determined as a result of arm’s-length negotiations, and 
such amounts may be greater than otherwise would be payable to independent third parties.  However, 
because our Advisor does not maintain a significant equity interest in us and is entitled to receive 
substantial minimum compensation regardless of performance, our Advisor’s interests will not be wholly 
aligned with those of our stockholders.  In that regard, our Advisor could be motivated to recommend 
riskier or more speculative investments in order for us to generate the specified levels of performance or 
sales proceeds that would entitle our Advisor to fees.  In addition, our Advisor’s entitlement to fees upon 
the sale of our assets and to participate in sale proceeds could result in our Advisor recommending sales 
of our investments at the earliest possible time at which sales of investments would produce the level of 
return that would entitle our Advisor to compensation relating to such sales, even if continued ownership 
of those investments might be in our best long-term interest.   

Our advisory agreement will require us to pay a performance-based termination fee to our 
Advisor in the event that we terminate our Advisor prior to the listing of our shares for trading on an 
exchange or, absent such listing, in respect of its participation in net sale proceeds.  To avoid paying this 
fee, our independent directors may decide against terminating the advisory agreement prior to our listing 
of our shares or disposition of our investments even if, but for the termination fee, termination of the 
advisory agreement would be in our best interest.  In addition, the requirement to pay the fee to our 
Advisor at termination could cause us to make different investment or disposition decisions than we 
would otherwise make in order to satisfy our obligation to pay the fee to the terminated Advisor.   

At the time it becomes necessary for our board of directors to determine which liquidity event, if 
any, is in the best interests of us and our stockholders, our Advisor may not agree with the decision of our 
board as to which liquidity event, if any, we should pursue if there is a substantial difference in the 
amount of subordinated fees the Advisor may receive for each liquidity event.  Our Advisor may prefer a 
liquidity event with higher subordinated fees.  If our board of directors decides to list our shares for 
trading on an exchange, our board may also decide to merge with our Advisor in anticipation of the listing 
process.  Such merger may result in substantial compensation to the Advisor which may create certain 
conflicts of interest.   

Our Advisor will face conflicts of interest relating to joint ventures that we may form with 
affiliates of our Advisor, which conflicts could result in a disproportionate benefit to other joint 
venture partners at our expense. 

We may enter into joint ventures with other programs sponsored by our Sponsor, including other 
REITs, for the acquisition, development or improvement of properties.  Our Advisor may have conflicts 
of interest in determining which program sponsored by our Sponsor should enter into any particular joint 
venture agreement.  The co-venturer may have economic or business interests or goals that are or may 
become inconsistent with our business interests or goals.  In addition, our Advisor may face a conflict in 
structuring the terms of the relationship between our interests and the interest of the affiliated co-venturer 
and in managing the joint venture.  Since our Advisor and its affiliates will control both the affiliated co-
venturer and, to a certain extent, us, agreements and transactions between the co-venturers with respect to 
any such joint venture will not have the benefit of arm’s-length negotiation of the type normally 
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conducted between unrelated co-venturers, which may result in the co-venturer receiving benefits greater 
than the benefits that we receive.  In addition, we may assume liabilities related to the joint venture that 
exceed the percentage of our investment in the joint venture, and this could reduce the returns on our 
stockholders’ investments. 

There is no separate counsel for us and our affiliates, which could result in conflicts of 
interest. 

Baker, Donelson, Bearman, Caldwell & Berkowitz, PC acts as legal counsel to us and also 
represents our Sponsor, Advisor and some of their affiliates.  There is a possibility in the future that the 
interests of the various parties may become adverse and, under the code of professional responsibility of 
the legal profession, Baker, Donelson, Bearman, Caldwell & Berkowitz, PC may be precluded from 
representing any one or all of such parties.  If any situation arises in which our interests appear to be in 
conflict with those of our Advisor or its affiliates, additional counsel may be retained by one or more of 
the parties to assure that their interests are adequately protected.  Moreover, should a conflict of interest 
not be readily apparent, Baker, Donelson, Bearman, Caldwell & Berkowitz, PC may inadvertently act in 
derogation of the interest of the parties which could affect our ability to meet our investment objectives. 

Risks Related to Our Corporate Structure 

The limit on the number of shares a person may own may discourage a takeover that could 
otherwise result in a premium price to our stockholders. 

 In order for us to qualify as a REIT, no more than 50% of our outstanding stock may be 
beneficially owned, directly or indirectly, by five or fewer individuals (including certain types of entities) 
at any time during the last half of each taxable year.  To ensure that we do not fail to qualify as a REIT 
under this test, our charter restricts ownership by one person or entity to no more than 9.8% in value or 
number, whichever is more restrictive, of any class of our outstanding stock.  This restriction may have 
the effect of delaying, deferring or preventing a change in control of us, including an extraordinary 
transaction (such as a merger, tender offer or sale of all or substantially all of our assets) that might 
provide a premium price for holders of our common stock.   

Our charter permits our board of directors to issue stock with terms that may subordinate the 
rights of common stockholders or discourage a third party from acquiring us in a manner that might 
result in a premium price to our stockholders. 

 Our charter permits our board of directors to issue up to 900,000,000 shares of capital stock.  In 
addition, our board of directors, without any action by our stockholders, may amend our charter from time 
to time to increase or decrease the aggregate number of shares or the number of shares of any class or 
series of stock that we have authority to issue.  Our board of directors may classify or reclassify any 
unissued common stock or preferred stock and establish the preferences, conversion or other rights, 
voting powers, restrictions, limitations as to distributions, qualifications and terms or conditions of 
redemption of any such stock.  Thus, our board of directors could authorize the issuance of preferred 
stock with terms and conditions that could have a priority as to distributions and amounts payable upon 
liquidation over the rights of the holders of our common stock.  Preferred stock could also have the effect 
of delaying, deferring or preventing a change in control of us, including an extraordinary transaction 
(such as a merger, tender offer or sale of all or substantially all of our assets) that might provide a 
premium price for holders of our common stock.   
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We will not be afforded the protection of Maryland law relating to business combinations. 

 Under Maryland law, “business combinations” between a Maryland corporation and an interested 
stockholder or an affiliate of an interested stockholder are prohibited for five years after the most recent 
date on which the interested stockholder becomes an interested stockholder.  These business combinations 
include a merger, consolidation, share exchange, or, in circumstances specified in the statute, an asset 
transfer or issuance or reclassification of equity securities.  An interested stockholder is defined as: 

 any person who beneficially owns 10% or more of the voting power of the corporation’s 
shares; or 

 an affiliate or associate of the corporation who, at any time within the two-year period 
prior to the date in question, was the beneficial owner of 10% or more of the voting 
power of the then outstanding voting stock of the corporation. 

These prohibitions are intended to prevent a change of control by interested stockholders who do not have 
the support of our board of directors.  Since our charter contains limitations on ownership of 9.8% or 
more of our common stock, we opted out of the business combinations statute in our charter.  Therefore, 
we will not be afforded the protections of this statute and, accordingly, there is no guarantee that the 
ownership limitations in our charter would provide the same measure of protection as the business 
combinations statute and prevent an undesired change of control by an interested stockholder.   

Our stockholders’ investment returns may be reduced if we are required to register as an 
investment company under the 1940 Act; if we become an unregistered investment company, we will 
not be able to continue our business. 

We do not intend to register as an investment company under the 1940 Act.  Currently, our 
investments in real estate will represent the substantial majority of our total asset mix, which would not 
subject us to the 1940 Act.  In order to maintain an exemption from regulation under the 1940 Act, we 
must engage primarily in the business of buying real estate, and these investments must be made within a 
year after the Offering ends.  If we are unable to invest a significant portion of the proceeds of the 
Offering in properties within one year of the termination of the Offering, we may avoid being required to 
register as an investment company by temporarily investing any unused proceeds in government 
securities with low returns, which would reduce the cash available for distribution to investors and 
possibly lower our stockholders’ returns. 

To maintain compliance with our 1940 Act exemption, we may be unable to sell assets we would 
otherwise want to sell and may need to sell assets we would otherwise wish to retain.  In addition, we 
may be required to acquire additional income- or loss-generating assets that we might not otherwise 
acquire or forego opportunities to acquire interests in companies that we would otherwise want to acquire.  
If we are required to register as an investment company but fail to do so, we would be prohibited from 
engaging in our business, and criminal and civil actions could be brought against us.  In addition, our 
contracts would be unenforceable unless a court required enforcement, and a court could appoint a 
receiver to take control of us and liquidate our business. 

 Our stockholders are bound by the majority vote on matters on which our stockholders are 
entitled to vote and, therefore, each stockholder’s vote on a particular matter may be superseded by the 
vote of other stockholders. 

 Our stockholders may vote on certain matters at any annual or special meeting of stockholders, 
including the election of directors.  However, each stockholder will be bound by the majority vote on 



 

22 
A KAM01 2037735 v14 
2914116-000003 03/29/2010 

matters requiring approval of a majority of the stockholders even if the stockholder does not vote with the 
majority on any such matter.   

 If one of our stockholders does not agree with the decisions of our board of directors, the 
stockholder only has limited control over changes in our policies and operations and may not be able 
to change such policies and operations, except as provided for in our charter and under applicable law. 

 Our board of directors determines our major policies, including our policies regarding 
investments, financing, growth, REIT qualification and distributions.  Our board of directors may amend 
or revise these and other policies without a vote of our stockholders.  Under the Maryland General 
Corporation Law and our charter, our stockholders have a right to vote only on the following: 

 the election or removal of directors; 

 any amendment of our charter (including a change in our primary investment objectives), 
except that our board of directors may amend our charter without stockholder approval, 
to increase or decrease the aggregate number of our shares, to increase or decrease the 
number of our shares of any class or series that we have the authority to issue, or to 
classify or reclassify any unissued shares by setting or changing the preferences, 
conversion or other rights, restrictions, limitations as to distributions, qualifications or 
terms and conditions of redemption of such shares, provided however, that any such 
amendment does not adversely affect the rights, preferences and privileges of the 
stockholders; 

 our liquidation or dissolution; and 

 any merger, consolidation or sale or other disposition of substantially all of our assets. 

All other matters are subject to the discretion of our board of directors.  Therefore, our stockholders are 
limited in their ability to change our policies and operations. 

 We will not calculate the net asset value per share for our shares until 18 months after 
completion of our last offering; therefore, our stockholders will not be able to determine the net asset 
value of their shares on an ongoing basis during the Offering.   

We do not intend to calculate the net asset value per share for our shares until 18 months after the 
completion of our last offering. Beginning 18 months after the completion of the last offering of our 
shares (excluding offerings under our distribution reinvestment plan), our board of directors will 
determine the value of our properties and our other assets based on such information as our board 
determines appropriate, which may or may not include independent valuations of our properties or of our 
enterprise as a whole.  We will disclose this net asset value to stockholders in our filings with the SEC. 
Therefore, our stockholders will not be able to determine the net asset value of their shares on an ongoing 
basis during the Offering.   

 Our stockholders’ interests in us will be diluted as we issue additional shares. 

 Our stockholders will not have preemptive rights to any shares issued by us in the future.  Subject 
to any limitations set forth under Maryland law, our board of directors may increase the number of 
authorized shares of stock (currently 900,000,000 shares), increase or decrease the number of shares of 
any class or series of stock designated, or reclassify any unissued shares without the necessity of 
obtaining stockholder approval.  All of such shares may be issued in the discretion of our board of 
directors.  Therefore, as we (1) sell shares in the Offering or sell additional shares in the future, including 
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those issued pursuant to our distribution reinvestment plan, (2) sell securities that are convertible into 
shares of our common stock, (3) issue shares of our common stock in a private offering of securities to 
institutional investors, (4) issue shares of our common stock upon the exercise of the options granted to 
our independent directors, (5) issue shares to our Advisor, its successors or assigns, in payment of an 
outstanding fee obligation as set forth under our Advisory agreement, or (6) issue shares of our common 
stock in a merger or to sellers of properties acquired by us in connection with an exchange of limited 
partnership interests of our Operating Partnership, existing stockholders and investors purchasing shares 
in the Offering will experience dilution of their equity investment in us.  Because the limited partnership 
interests of our Operating Partnership may, in the discretion of our board of directors, be exchanged for 
shares of our common stock, any merger, exchange or conversion between our Operating Partnership and 
another entity ultimately could result in the issuance of a substantial number of shares of our common 
stock, thereby diluting the percentage ownership interest of other stockholders.  Because of these and 
other reasons described in this “Risk Factors” section, a stockholder should not expect to be able to own a 
significant percentage of our shares. 

 Payment of fees to our Advisor and its affiliates will reduce cash available for investment and 
distribution. 

 Our Advisor and its affiliates will perform services for us in connection with the offer and sale of 
our shares, the selection and acquisition of our investments, and the management of our properties.  They 
will be paid substantial fees for these services, which will reduce the amount of cash available for 
investment in properties or distribution to stockholders.   

 We may be unable to pay or maintain cash distributions or increase distributions over time. 

 There are many factors that can affect the availability and timing of cash distributions to 
stockholders.  During the term of the Offering, distributions will be based principally on distribution 
expectations of our potential investors and cash available from our operations.  The amount of cash 
available for distribution will be affected by many factors, such as our ability to buy properties as offering 
proceeds become available, the yields on securities of other real estate programs that we invest in, and our 
operating expense levels, as well as many other variables.  Actual cash available for distribution may vary 
substantially from estimates.  With limited prior operating history, we cannot assure our stockholders that 
we will be able to pay or maintain distributions or that distributions will increase over time.  Nor can we 
give any assurance that rents from the properties will increase, that the securities we buy will increase in 
value or provide constant or increased distributions over time, or that future acquisitions of real properties 
will increase our cash available for distribution to stockholders.  Our actual results may differ 
significantly from the assumptions used by our board of directors in establishing the distribution rate to 
stockholders.   

 We are uncertain of our sources of debt or equity for funding our future capital needs. If we 
cannot obtain funding on acceptable terms, our ability to make necessary capital improvements to our 
properties may be impaired or delayed. 

 The gross proceeds of the Offering will be used to purchase real estate investments and to pay 
various fees and expenses.  In addition, in order to continue to qualify as a REIT, we generally must 
distribute to our stockholders at least 90% of our taxable income each year, excluding capital gains.  
Because of this distribution requirement, it is not likely that we will be able to fund a significant portion 
of our future capital needs from retained earnings.  We have not identified any sources of debt or equity 
for future funding, and such sources of funding may not be available to us on favorable terms or at all.  If 
we do not have access to sufficient funding in the future, we may not be able to make necessary capital 
improvements to our properties, pay other expenses or expand our business. 
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Risks Related to the Self Storage Industry 

Because we are focused on the self storage industry, our rental revenues will be significantly 
influenced by demand for self storage space generally, and a decrease in such demand would likely 
have a greater adverse effect on our rental revenues than if we owned a more diversified real estate 
portfolio. 

Because our portfolio of properties will consist primarily of self storage facilities, we are subject 
to risks inherent in investments in a single industry.  A decrease in the demand for self storage space 
would likely have a greater adverse effect on our rental revenues than if we owned a more diversified real 
estate portfolio.  Demand for self storage space has been and could be adversely affected by weakness in 
the national, regional and local economies and changes in supply of or demand for similar or competing 
self storage facilities in an area.  To the extent that any of these conditions occur, they are likely to affect 
market rents for self storage space, which could cause a decrease in our rental revenue.  Any such 
decrease could impair our ability to make distributions to our stockholders.  We do not expect to invest in 
other real estate or businesses to hedge against the risk that industry trends might decrease the 
profitability of our self storage-related investments. 

We will face significant competition in the self storage industry, which may increase the cost of 
acquisitions or developments or impede our ability to retain customers or re-let space when existing 
customers vacate. 

We will face intense competition in every U.S. market in which we purchase self storage 
facilities.  We will compete with numerous national, regional, and local developers, owners and operators 
in the self storage industry, including other REITs, some of which own or may in the future own facilities 
similar to, or in the same markets as, the self storage properties we acquire, and some of which will have 
greater capital resources, greater cash reserves, less demanding rules governing distributions to 
stockholders and a greater ability to borrow funds to acquire facilities.  In addition, due to the low cost of 
each individual self storage facility, other developers, owners and operators have the capability to build 
additional facilities that may compete with our facilities.  This competition for investments may reduce 
the number of suitable investment opportunities available to us, may increase acquisition costs and may 
reduce demand for self storage space in certain areas where our facilities are located, all of which may 
adversely affect our operating results.  Additionally, an economic slowdown in a particular market could 
have a negative effect on our self storage revenues. 

If competitors build new facilities that compete with our facilities or offer space at rental rates 
below the rental rates we charge our customers, we may lose potential customers and we may be 
pressured to discount our rental rates to retain customers.  As a result, our rental revenues may become 
insufficient to make distributions to our stockholders.  In addition, increased competition for customers 
may require us to make capital improvements to facilities that we would not otherwise make. 

We may be unable to promptly re-let units within our facilities at satisfactory rental rates. 

Generally our leases will be on a month-to-month basis.  Delays in re-letting units as vacancies 
arise would reduce our revenues and could adversely affect our operating performance.  In addition, lower 
than expected rental rates upon re-letting could adversely affect our rental revenues and impede our 
growth. 
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We will depend on our on-site personnel to maximize customer satisfaction at each of our 
facilities; any difficulties we encounter in hiring, training and retaining skilled field personnel may 
adversely affect our rental revenues. 

 The customer service, marketing skills, knowledge of local market demand and competitive 
dynamics of our facility managers will be contributing factors to our ability to maximize our rental 
income and to achieve the highest sustainable rent levels at each of our facilities.  If we are unable to 
successfully recruit, train and retain qualified field personnel, our rental revenues may be adversely 
affected, which could impair our ability to make distributions to our stockholders. 

Legal claims related to moisture infiltration and mold could arise in one or more of our 
properties, which could adversely affect our revenues. 

There has been an increasing number of claims and litigation against owners and managers of 
rental and self storage properties relating to moisture infiltration, which can result in mold or other 
property damage.  Although we will take all reasonable precautions to prevent moisture infiltration, we 
cannot guarantee that moisture infiltration will not occur at one or more of our properties.  When we 
receive a complaint concerning moisture infiltration, condensation or mold problems and/or become 
aware that an air quality concern exists, we will implement corrective measures in accordance with 
guidelines and protocols we have developed with the assistance of outside experts.  We will seek to work 
proactively with our tenants to resolve moisture infiltration and mold-related issues, subject to our 
contractual limitations on liability for such claims.  However, we cannot assure our stockholders that 
material legal claims relating to moisture infiltration and the presence of, or exposure to, mold will not 
arise in the future.  These legal claims could require significant expenditures for legal defense 
representation which could adversely affect our revenues. 

Delays in development and lease-up of our properties would reduce our profitability.   

With certain properties we plan to acquire, our business plan contemplates repositioning or 
redeveloping that property with the goal of increasing its cash flow, value or both.  Construction delays to 
new or existing self storage properties due to weather, unforeseen site conditions, personnel problems, 
and other factors, could delay our anticipated tenant occupancy plan which could adversely affect our 
profitability.  Furthermore, our estimate of the costs of repositioning or redeveloping an acquired property 
may prove to be inaccurate, which may result in our failure to meet our profitability goals.  Additionally, 
we may acquire new properties not fully leased, and the cash flow from existing operations may be 
insufficient to pay the operating expenses associated with that property until the property is fully leased.  
If one or more of these properties do not perform as expected or we are unable to successfully integrate 
new properties into our existing operations, our financial performance and our ability to make 
distributions may be adversely affected. 

The risks associated with storage contents may increase our operating costs or expose us to 
potential liability that may not be covered by insurance, which may have adverse effects on our results 
of operations and returns to our stockholders. 
 

The self storage facilities we own and operate are leased directly to tenants who store their 
belongings without any immediate inspections or oversight from us.  We may unintentionally lease space 
to groups engaged in illegal and dangerous activities without our knowledge.  Damage to storage contents 
may occur due to, among other occurrences, the following: war, acts of terrorism, earthquakes, floods, 
hurricanes, pollution, environmental matters or events caused by fault of a tenant, fault of a third party or 
our own fault.  Such damage may or may not be covered by insurance maintained by us, if any.  Our 
customers are required to acquire their own insurance coverage on storage contents or assume all of the 
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risk.  Our Advisor will determine the amounts and types of insurance coverage that we will maintain 
including any coverage over the contents of any properties in which we may invest.  Such determinations 
will be made on a case-by-case basis by our Advisor, based on the type, value, location and risks 
associated with each investment, as well as any lender requirements, among any other factors our Advisor 
may consider relevant.  Historically our Sponsor has maintained coverage that includes comprehensive 
property and general liability coverage, including customer goods legal liability coverage, which covers 
damage to customer goods due to liability on our part, however, there is no guarantee that such insurance 
will be obtained for any investments that we may make and there is no guarantee that any particular 
damage to storage contents would be covered by such insurance, even if obtained.  The costs associated 
with maintaining such insurance, as well as any liability imposed upon us due to damage to storage 
contents, may have an adverse effect on our results of operations and returns to our stockholders.     

Additionally, although we will require our tenants to sign an agreement stating that they will not 
store hazardous, illegal or dangerous contents in the self storage units, we cannot ensure that our tenants 
will not store flammable, hazardous, illegal or other dangerous materials which might cause destruction to 
a facility or impose liability on us for the costs of removal or remediation if these various contents or 
substances are released on, from or in a facility, which may have an adverse effect on our results of 
operations and returns to our stockholders. 
 

Our operating results may be affected by regulatory changes that have an adverse impact on 
our specific facilities, may have adverse effects on our results of operations and returns to our 
stockholders. 

Certain regulatory changes may have a direct impact on our self storage facilities including but 
not limited to, land use, zoning and permitting requirements outside of our control by governmental 
authorities at the local level, which can restrict the availability of land for development and special zoning 
codes which omit certain uses of property from a zoning category.  These special uses (i.e., hospitals, 
schools, and self storage facilities) are allowed in that particular zoning classification only by obtaining a 
special use permit and the permission of local zoning authority.  If we are delayed in obtaining or unable 
to obtain a special use permit where one is required, new developments or expansion of existing 
developments could be delayed or reduced.  Additionally, certain municipalities require holders of a 
special use permit to have higher levels of liability coverage than is normally required.  The acquisition 
of, or the inability to obtain, a special use permit and the possibility of higher levels of insurance coverage 
associated therewith may have an adverse effect on our results of operations and returns to our 
stockholders. 

If we enter into non-compete agreements with the sellers of the self storage properties that we 
acquire, and the terms of those agreements expire, the sellers may compete with us within the general 
location of one of our self storage facilities, which could have an adverse effect on our operating 
results and returns to our stockholders. 

We may enter into non-compete agreements with the sellers of the self storage properties that we 
acquire in order to prohibit the seller from owning, operating, or being employed by a competing self 
storage property for a predetermined time frame and within a geographic radius of a self storage facility 
we acquire.  When these non-compete agreements expire, we may face the risk that the seller will 
develop, own, operate or become employed by a competing self storage facility within the general 
location of one of our properties, which could have an adverse effect on our operating results and returns 
to our stockholders. 
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General Risks Related to Investments in Real Estate 

 Our operating results will be affected by economic and regulatory changes that have an 
adverse impact on the real estate market in general, and we cannot assure our stockholders that we 
will be profitable or that we will realize growth in the value of our real estate properties. 

 Our operating results will be subject to risks generally incident to the ownership of real estate, 
including: 

 changes in general economic or local conditions; 

 changes in supply of or demand for similar or competing properties in an area; 

 changes in interest rates and availability of permanent mortgage funds that may render 
the sale of a property difficult or unattractive; 

 changes in tax, real estate, environmental and zoning laws;  

 changes in property tax assessments and insurance costs; and 

 increases in interest rates and tight money supply. 

 These and other reasons may prevent us from being profitable or from realizing growth or 
maintaining the value of our real estate properties. 

We may suffer reduced or delayed revenues for, or have difficulty selling, properties with 
vacancies. 

We anticipate that the majority of the properties we acquire will have occupancy levels at or 
above 80%.  However, certain of the properties we acquire may have some level of vacancy at the time of 
closing either because the property is in the process of being developed and constructed, it is newly 
constructed and in the process of obtaining tenants, or because of economic or competitive or other 
factors.  Shortly after a new property is opened, during a time of development and construction, or 
because of economic or competitive or other factors, we may suffer reduced revenues resulting in lower 
cash distributions to our stockholders due to a lack of an optimum level of tenants.  In addition, the resale 
value of the property could be diminished because the market value may depend principally upon the 
value of the leases of such property.  In addition, because properties’ market values depend principally 
upon the occupancy rates, the resale value of properties with prolonged low occupancy rates could suffer, 
which could further reduce returns to our stockholders. 

We may obtain only limited warranties when we purchase a property. 

 The seller of a property will often sell such property in its “as is” condition on a “where is” basis 
and “with all faults,” without any warranties of merchantability or fitness for a particular use or purpose.  
In addition, purchase agreements may contain only limited warranties, representations and 
indemnifications that will only survive for a limited period after the closing.  Also, many sellers of real 
estate are single purpose entities without significant other assets.  The purchase of properties with limited 
warranties or from undercapitalized sellers increases the risk that we may lose some or all of our invested 
capital in the property as well as the loss of rental income from that property. 
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 Our inability to sell a property when we desire to do so could adversely impact our ability to pay 
cash distributions to our stockholders. 

The real estate market is affected by many factors, such as general economic conditions, 
availability of financing, interest rates and other factors, including supply and demand, that are beyond 
our control.  We cannot predict whether we will be able to sell any property for the price or on the terms 
set by us, or whether any price or other terms offered by a prospective purchaser would be acceptable to 
us.  We cannot predict the length of time needed to find a willing purchaser and to close the sale of a 
property.  Real estate generally cannot be sold quickly.  Also, the tax laws applicable to REITs require 
that we hold our facilities for investment, rather than for sale in the ordinary course of business, which 
may cause us to forego or defer sales of facilities that otherwise would be in our best interest.  Therefore, 
we may not be able to dispose of facilities promptly, or on favorable terms, in response to economic or 
other market conditions, and this may adversely impact our ability to make distributions to our 
stockholders. 

 In addition, we may be required to expend funds to correct defects or to make improvements 
before a property can be sold.  We cannot assure our stockholders that we will have funds available to 
correct such defects or to make such improvements. 

 In acquiring a property, we may agree to restrictions that prohibit the sale of that property for a 
period of time or impose other restrictions, such as a limitation on the amount of debt that can be placed 
or repaid on that property.  These provisions would also restrict our ability to sell a property. 

 We may not be able to sell our properties at a price equal to, or greater than, the price for 
which we purchased such properties, which may lead to a decrease in the value of our assets. 

 We may be purchasing our properties at a time when cap rates are at historically low levels and 
purchase prices are high.  Therefore, the value of our properties may not increase over time, which may 
restrict our ability to sell our properties, or in the event we are able to sell such property, may lead to a 
sale price less than the price that we paid to purchase the properties. 

 We may acquire or finance properties with lock-out provisions, which may prohibit us from 
selling a property, or may require us to maintain specified debt levels for a period of years on some 
properties. 

 Lock-out provisions are provisions that generally prohibit repayment of a loan balance for a 
certain number of years following the origination date of a loan.  Such provisions are typically provided 
for by the Code or the terms of the agreement underlying a loan.  Lock-out provisions could materially 
restrict us from selling or otherwise disposing of or refinancing properties.  These provisions would affect 
our ability to turn our investments into cash and thus affect cash available for distribution to our 
stockholders.  Lock-out provisions may prohibit us from reducing the outstanding indebtedness with 
respect to any properties, refinancing such indebtedness on a non-recourse basis at maturity, or increasing 
the amount of indebtedness with respect to such properties. 

 Lock-out provisions could impair our ability to take actions during the lock-out period that would 
otherwise be in our stockholders’ best interests and, therefore, may have an adverse impact on the value 
of the shares relative to the value that would result if the lock-out provisions did not exist.  In particular, 
lock-out provisions could preclude us from participating in major transactions that could result in a 
disposition of our assets or a change in control even though that disposition or change in control might be 
in our stockholders’ best interests. 
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 Rising expenses could reduce cash flow and funds available for future acquisitions. 

 Any properties that we buy in the future will be subject to operating risks common to real estate 
in general, any or all of which may negatively affect us.  If any property is not fully occupied or if rents 
are being paid in an amount that is insufficient to cover operating expenses, we could be required to 
expend funds for that property’s operating expenses.  Our properties will be subject to increases in tax 
rates, utility costs, operating expenses, insurance costs, repairs and maintenance and administrative 
expenses. 

 If we are unable to offset such cost increases through rent increases, we could be required to fund 
those increases in operating costs which could adversely affect funds available for future acquisitions or 
cash available for distribution. 

 Adverse economic conditions will negatively affect our returns and profitability. 

 Recent geopolitical events have exacerbated the general economic slowdown that has affected the 
nation as a whole and the local economies where our properties may be located.  Economic weakness and 
higher unemployment, combined with higher costs, especially for energy, food and commodities, has put 
considerable pressure on consumer spending, which, along with the lack of available debt financing, has 
resulted in many U.S. companies experiencing poorer financial and operating performance over the past 
twelve months than in prior periods.  The following market and economic challenges may adversely 
affect our operating results: 

 poor economic times may result in tenant defaults under leases or bankruptcy; 

 re-leasing may require reduced rental rates under the new leases; and 

 increased insurance premiums, resulting in part from the increased risk of terrorism and 
natural disasters, may reduce funds available for distribution. 

 A continuing environment of declining prices could further weaken real estate markets.  We do 
not know how long the slowdown will last, or when, or even if, real estate markets will return to more 
normal conditions.  Since we cannot predict when real estate markets may recover, the value of our 
properties may decline if market conditions persist or worsen.  Further, the results of operations for a 
property in any one period may not be indicative of results in future periods, and the long-term 
performance of such property generally may not be comparable to, and cash flows may not be as 
predictable as, other properties owned by third parties in the same or similar industry.  The already weak 
conditions in the real estate markets could be further exacerbated by a deterioration of national or regional 
economic conditions.  Our property values and operations could be negatively affected to the extent that 
the current economic downturn is prolonged or becomes more severe. 

 If we suffer losses that are not covered by insurance or that are in excess of insurance 
coverage, we could lose invested capital and anticipated profits. 

 Material losses may occur in excess of insurance proceeds with respect to any property, as 
insurance may not be sufficient to fund the losses.  However, there are types of losses, generally of a 
catastrophic nature, such as losses due to wars, acts of terrorism, earthquakes, floods, hurricanes, 
pollution or environmental matters, which are either uninsurable or not economically insurable, or may be 
insured subject to limitations, such as large deductibles or co-payments.  Insurance risks associated with 
potential terrorism acts could sharply increase the premiums we pay for coverage against property and 
casualty claims.  Additionally, mortgage lenders in some cases have begun to insist that commercial 
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property owners purchase specific coverage against terrorism as a condition for providing mortgage loans.  
It is uncertain whether such insurance policies will be available, or available at reasonable cost, which 
could inhibit our ability to finance or refinance our potential properties.  In these instances, we may be 
required to provide other financial support, either through financial assurances or self-insurance, to cover 
potential losses.  We cannot assure our stockholders that will have adequate coverage for such losses.  
The Terrorism Risk Insurance Act of 2002 is designed for a sharing of terrorism losses between insurance 
companies and the federal government.  We cannot be certain how this act will impact us or what 
additional cost to us, if any, could result.  If such an event damaged or destroyed one or more of our 
properties, we could lose both our invested capital and anticipated profits from such property. 

 Delays in the acquisition, development and construction of properties may have adverse effects 
on our results of operations and returns to our stockholders. 

Delays we encounter in the selection, acquisition and development of real properties could 
adversely affect our stockholders’ returns.  Although we expect that we will invest primarily in properties 
that have operating histories or whose construction is complete, from time to time we may acquire 
unimproved real property, properties that are in need of redevelopment, or properties that are under 
development or construction.  Investments in such properties will be subject to the uncertainties 
associated with the development and construction of real property, including those related to re-zoning 
land for development, environmental concerns of governmental entities and/or community groups and our 
builders’ ability to build in conformity with plans, specifications, budgets and timetables.  If a builder 
fails to perform, we may resort to legal action to rescind the purchase or the construction contract or to 
compel performance.  A builder’s performance may also be affected or delayed by conditions beyond the 
builder’s control.   

Where properties are acquired prior to the start of construction or during the early stages of 
construction, it will typically take several months to complete construction and lease available space.  
Therefore, our stockholders could suffer delays in the receipt of cash distributions attributable to those 
particular real properties.  We may incur additional risks when we make periodic progress payments or 
other advances to builders before they complete construction.  These and other factors can result in 
increased costs of a project or loss of our investment.  We also must rely on rental income and expense 
projections and estimates of the fair market value of a property upon completion of construction when 
agreeing upon a purchase price at the time we acquire the property.  If our projections are inaccurate, we 
may pay too much for a property, and the return on our investment could suffer. 

 Costs of complying with governmental laws and regulations, including those relating to 
environmental matters, may adversely affect our income and the cash available for distribution. 

 All real property, including any self storage properties we acquire, and the operations conducted 
on real property are subject to federal, state and local laws and regulations relating to environmental 
protection and human health and safety.  These laws and regulations generally govern wastewater 
discharges, air emissions, the operation and removal of underground and above-ground storage tanks, the 
use, storage, treatment, transportation and disposal of solid and hazardous materials, and the remediation 
of contamination associated with disposals.  Some of these laws and regulations may impose joint and 
several liability on tenants, owners or operators for the costs to investigate or remediate contaminated 
properties, regardless of fault or whether the acts causing the contamination were legal.  This liability 
could be substantial.  In addition, the presence of hazardous substances, or the failure to properly 
remediate these substances, may adversely affect our ability to sell, rent or pledge such property as 
collateral for future borrowings. 
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 Some of these laws and regulations have been amended so as to require compliance with new or 
more stringent standards as of future dates.  Compliance with new or more stringent laws or regulations or 
stricter interpretation of existing laws may require us to incur material expenditures.  Future laws, 
ordinances or regulations may impose material environmental liability.  Additionally, our tenants’ 
operations, the existing condition of land when we buy it, operations in the vicinity of our properties, such 
as the presence of underground storage tanks, or activities of unrelated third parties may affect our 
properties.  In addition, there are various local, state and federal fire, health, life-safety and similar 
regulations with which we may be required to comply, and that may subject us to liability in the form of 
fines or damages for noncompliance.  Any material expenditures, fines, or damages we must pay will 
reduce our ability to make distributions to our stockholders and may reduce the value of our stockholders’ 
investments. 

 Further, we may not obtain an independent third party environmental assessment for every 
property we acquire.  In addition, we cannot assure our stockholders that any such assessment that we do 
obtain will reveal all environmental liabilities or that a prior owner of a property did not create a material 
environmental condition not known to us.  We cannot predict what other environmental legislation or 
regulations will be enacted in the future, how existing or future laws or regulations will be administered 
or interpreted, or what environmental conditions may be found to exist in the future.  We cannot assure 
our stockholders that our business, assets, results of operations, liquidity or financial condition will not be 
adversely affected by these laws, which may adversely affect cash available for distribution, and the 
amount of distributions to our stockholders. 

 Our costs associated with complying with the Americans with Disabilities Act may affect cash 
available for distribution. 

 Our properties will be subject to the Americans with Disabilities Act of 1990, or ADA.  Under 
the ADA, all places of public accommodation are required to comply with federal requirements related to 
access and use by disabled persons.  The ADA has separate compliance requirements for “public 
accommodations” and “commercial facilities” that generally require that buildings and services, including 
restaurants and retail stores, be made accessible and available to people with disabilities.  The ADA’s 
requirements could require removal of access barriers and could result in the imposition of injunctive 
relief, monetary penalties, or, in some cases, an award of damages.  We will attempt to acquire properties 
that comply with the ADA or place the burden on the seller or other third party to ensure compliance with 
the ADA.  However, we cannot assure our stockholders that we will be able to acquire properties or 
allocate responsibilities in this manner.  If we cannot, our funds used for ADA compliance may affect 
cash available for distribution and the amount of distributions to our stockholders. 

 If we sell properties by providing financing to purchasers, defaults by the purchasers would 
adversely affect our cash flows. 

 If we decide to sell any of our properties, we intend to use our best efforts to sell them for cash.  
However, in some instances we may sell our properties by providing financing to purchasers.  When we 
provide financing to purchasers, we will bear the risk that the purchaser may default, which could 
negatively impact our cash distributions to stockholders.  Even in the absence of a purchaser default, the 
distribution of the proceeds of sales to our stockholders, or their reinvestment in other assets, will be 
delayed until the promissory notes or other property we may accept upon the sale are actually paid, sold, 
refinanced or otherwise disposed of.  In some cases, we may receive initial down payments in cash and 
other property in the year of sale in an amount less than the selling price and subsequent payments will be 
spread over a number of years.  If any purchaser defaults under a financing arrangement with us, it could 
negatively impact our ability to make distributions to our stockholders. 
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 Increases in interest rates may adversely affect the demand for our shares. 

One of the factors that influences the demand for purchase of our shares is the annual rate of 
distributions that we pay on our shares, as compared with interest rates.  An increase in interest rates may 
lead potential purchasers of our shares to demand higher annual distribution rates, which could adversely 
affect our ability to sell our shares and raise proceeds in the Offering, which could result in a less 
diversified portfolio of real estate. 

Risks Associated with Debt Financing 

 We may incur mortgage indebtedness and other borrowings, which may increase our business 
risks. 

 While we intend to use low leverage (less than 50%) during the Offering, we may place 
permanent financing on our properties or obtain a credit facility or other similar financing arrangement in 
order to acquire properties as funds are being raised in the Offering.  We may also decide to later further 
leverage our properties.  We may incur mortgage debt and pledge all or some of our real properties as 
security for that debt to obtain funds to acquire real properties.  We may borrow if we need funds to pay a 
desired distribution rate to our stockholders.  We may also borrow if we deem it necessary or advisable to 
assure that we maintain our qualification as a REIT for federal income tax purposes.  If there is a shortfall 
between the cash flow from our properties and the cash flow needed to service mortgage debt, then the 
amount available for distribution to stockholders may be reduced.   

We intend to incur indebtedness secured by our properties, which may result in foreclosure. 

Most of our borrowings to acquire properties will be secured by mortgages on our properties.  If 
we default on our secured indebtedness, the lender may foreclose and we could lose our entire investment 
in the properties securing such loan, which could adversely affect distributions to stockholders.  To the 
extent lenders require us to cross-collateralize our properties, or our loan agreements contain cross-default 
provisions, a default under a single loan agreement could subject multiple properties to foreclosure. 

High interest rates may make it difficult for us to finance or refinance properties, which could 
reduce the number of properties we can acquire and the amount of cash distributions we can make. 

 If we place mortgage debt on properties, we run the risk of being unable to refinance the 
properties when the loans come due, or of being unable to refinance on favorable terms.  If interest rates 
are higher when the properties are refinanced, we may not be able to finance the properties and our 
income could be reduced.  If any of these events occur, our cash flow would be reduced.  This, in turn, 
would reduce cash available for distribution to our stockholders and may hinder our ability to raise more 
capital by issuing more stock or by borrowing more money. 

 Lenders may require us to enter into restrictive covenants relating to our operations, which 
could limit our ability to make distributions to our stockholders. 

 When providing financing, a lender could impose restrictions on us that affect our distribution 
and operating policies and our ability to incur additional debt.  Loan documents we enter into may contain 
covenants that limit our ability to further mortgage the property, discontinue insurance coverage or 
replace our Advisor.  These or other limitations may adversely affect our flexibility and limit our ability 
to make distributions to our stockholders. 
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 Increases in interest rates could increase the amount of our debt payments and adversely affect 
our ability to make distributions to our stockholders. 

 We have incurred indebtedness and expect that we will incur further indebtedness in the future.  
Interest we pay will reduce cash available for distribution.  Additionally, increases in interest rates would 
increase our interest costs related to our variable rate debt, which could reduce our cash flows and our 
ability to make distributions to our stockholders.  In addition, if we need to repay existing debt during 
periods of rising interest rates, we could be required to liquidate one or more of our investments in 
properties at times that may not permit realization of the maximum return on such investments. 

 We have broad authority to incur debt, and high debt levels could hinder our ability to make 
distributions and could decrease the value of our stockholders’ investments. 

 Although, technically, our board may approve unlimited levels of debt, our charter generally 
limits us to incurring debt no greater than 300% of our net assets before deducting depreciation or other 
non-cash reserves (equivalent to 75% leverage), unless any excess borrowing is approved by a majority of 
our independent directors and disclosed to our stockholders in our next quarterly report, along with a 
justification for such excess borrowing.  High debt levels would cause us to incur higher interest charges, 
would result in higher debt service payments, and could be accompanied by restrictive covenants.  These 
factors could limit the amount of cash we have available to distribute and could result in a decline in the 
value of our stockholders’ investments. 

Disruptions in the credit markets could have a material adverse effect on our results of 
operations, financial condition and ability to pay distributions to our stockholders. 

 Domestic and international financial markets currently are experiencing significant disruptions 
which have been brought about in large part by failures in the U.S. banking system. These disruptions 
have severely impacted the availability of credit and have contributed to rising costs associated with 
obtaining credit. If debt financing is not available on terms and conditions we find acceptable, we may not 
be able to obtain financing for investments. If this disruption in the credit markets persists, our ability to 
borrow monies to finance the purchase of, or other activities related to, real estate assets will be 
negatively impacted. If we are unable to borrow monies on terms and conditions that we find acceptable, 
we likely will have to reduce the number of properties we can purchase, and the return on the properties 
we do purchase may be lower.  In addition, if we pay fees to lock in a favorable interest rate, falling 
interest rates or other factors could require us to forfeit these fees. All of these events would have a 
material adverse effect on our results of operations, financial condition and ability to pay distributions. 

Risks Associated with Co-Ownership of Real Estate 

 We may have increased exposure to liabilities from litigation as a result of our participation in 
a tenant-in-common program. 

 Strategic Capital Holdings, LLC, our Sponsor and an affiliate of our Advisor, has developed 
tenant-in-common programs to facilitate the acquisition of real estate properties to be owned in co-
tenancy arrangements with persons who are looking to invest proceeds from a sale of real estate to qualify 
for like-kind exchange treatment under Section 1031 of the Code.  We may participate in the tenant-in-
common program by either co-investing in the property with the exchange investors or purchasing a 
tenant-in common interest from an affiliate of our Advisor, generally at the cost of the property paid by 
such affiliate.  Changes in tax laws may result in tenant-in-common programs no longer being available, 
which may adversely affect such programs or cause them not to achieve their intended value.  Even 
though we will not sponsor these tenant-in-common programs, we may be named in or otherwise required 
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to defend against any lawsuits brought by tenant-in-common participants because of our affiliation with 
sponsors of such transactions.  Furthermore, in the event that the Internal Revenue Service (“IRS”) 
conducts an audit of the purchasers of co-tenancy interests and successfully challenges the qualification of 
the transaction as a like-kind exchange, purchasers of co-tenancy interests may file a lawsuit against the 
entity offering the co-tenancy interests, its sponsors, and/or us.  In such event we may be involved in one 
or more such offerings and could therefore be named in or otherwise required to defend against lawsuits 
brought by other tenant-in-common participants.  Any amounts we are required to expend defending any 
such claims will reduce the amount of funds available for investment by us in properties or other 
investments and may reduce the amount of funds available for distribution to our stockholders.  In 
addition, disclosure of any such litigation may adversely affect our ability to raise additional capital in the 
future through the sale of stock. 

 We may be subject to risks associated with tenant-in-common programs inherent in ownership 
of co-tenancy interests with non-affiliated third parties. 

 In connection with some of our property acquisitions, we currently or subsequently may become 
tenant-in-common owners of properties in which an affiliate of our Advisor sells tenant-in-common 
interests to tenant-in-common participants.  As an owner of tenant-in-common interests in properties, we 
will be subject to the risks inherent to the ownership of co-tenancy interests with unrelated third parties.  
In a substantial majority of these transactions, the underlying property serves as collateral for the 
mortgage loan to finance the purchase of the property.  To the extent the loan is not repaid in full as part 
of the tenant-in-common program, the loan remains outstanding after the sale of the co-tenancy interests 
to the tenant-in-common participants.  Each co-tenant is a borrower under the loan agreements.  However, 
these loans generally are non-recourse against the tenant-in-common participants’ interests and are 
secured by the real property.  However, the tenant-in-common participants are required to indemnify, and 
become liable to, the lender for customary carve-outs under the applicable financing documents, 
including but not limited to fraud or intentional misrepresentation by a co-tenant or a guarantor of the 
loan, physical waste of the property, misapplication or misappropriation of insurance proceeds, and 
failure to pay taxes. 

 We will be subject to risks associated with the co-tenants in our co-ownership arrangements 
that otherwise may not be present in other real estate investments. 

 We may enter into tenant-in-common, Delaware Statutory Trust (“DST”), or other co-ownership 
arrangements with respect to a portion of the properties we acquire.  In connection with the two mergers 
with private real estate investment trusts we completed on September 24, 2009, we acquired minority 
interests in several DSTs affiliated with our Sponsor.  Ownership of co-ownership interests involves risks 
generally not otherwise present with an investment in real estate such as the following: 

 the risk that a co-owner may at any time have economic or business interests or goals that 
are or become inconsistent with our business interests or goals; 

 the risk that a co-owner may be in a position to take action contrary to our instructions or 
requests or contrary to our policies or objectives; 

 the possibility that an individual co-owner might become insolvent or bankrupt, or 
otherwise default under the applicable mortgage loan financing documents, which may 
constitute an event of default under all of the applicable mortgage loan financing 
documents or allow the bankruptcy court to reject the tenants-in-common agreement or 
management agreement entered into by the co-owner owning interests in the property; 
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 the possibility that a co-owner might not have adequate liquid assets to make cash 
advances that may be required in order to fund operations, maintenance and other 
expenses related to the property, which could result in the loss of current or prospective 
tenants and may otherwise adversely affect the operation and maintenance of the 
property, and could cause a default under the mortgage loan financing documents 
applicable to the property and may result in late charges, penalties and interest, and may 
lead to the exercise of foreclosure and other remedies by the lender; 

 the risk that a co-owner could breach agreements related to the property, which may 
cause a default under, or result in personal liability for, the applicable mortgage loan 
financing documents, violate applicable securities law and otherwise adversely affect the 
property and the co-ownership arrangement; or 

 the risk that a default by any co-owner would constitute a default under the applicable 
mortgage loan financing documents that could result in a foreclosure and the loss of all or 
a substantial portion of the investment made by the co-owner. 

Any of the above might subject a property to liabilities in excess of those contemplated and thus reduce 
the amount available for distribution to our stockholders. 

 In the event that our interests become adverse to those of the other co-owners, we will not have 
the contractual right to purchase the co-ownership interests from the other co-owners.  Even if we are 
given the opportunity to purchase such co-ownership interests in the future, we cannot guarantee that we 
will have sufficient funds available at the time to purchase co-ownership interests from the co-owners. 

 We might want to sell our co-ownership interests in a given property at a time when the other co-
owners in such property do not desire to sell their interests.  Therefore, we may not be able to sell our 
interest in a property at the time we would like to sell.  In addition, we anticipate that it will be much 
more difficult to find a willing buyer for our co-ownership interests in a property than it would be to find 
a buyer for a property we owned outright. 

Federal Income Tax Risks 

  Failure to qualify as a REIT would adversely affect our operations and our ability to make 
distributions as we will incur additional tax liabilities. 

 Baker, Donelson, Bearman, Caldwell & Berkowitz, PC, our legal counsel, has rendered its 
opinion that we have been organized in conformity with the requirements for qualification and taxation as 
a REIT pursuant to Sections 856 through 860 of the Code beginning with our taxable year ended 
December 31, 2008, and our organization and method of operation will enable us to meet the 
qualifications and requirements for taxation as a REIT under the Code, based upon our representations as 
to the manner in which we are and will be owned and our investment in assets and manner of operation, 
among other things.  However, our qualification as a REIT will depend upon our ability to meet, through 
investments, actual operating results, distributions and satisfaction of specific stockholder rules, the 
various tests imposed by the Code.  Baker, Donelson, Bearman, Caldwell & Berkowitz, PC will not 
review these operating results or compliance with the qualification standards on an ongoing basis.  This 
means that we may fail to satisfy the REIT requirements in the future.  Also, this opinion represents 
Baker, Donelson, Bearman, Caldwell & Berkowitz, PC’s legal judgment based on the law in effect as of 
the date of the opinion.  Baker, Donelson, Bearman, Caldwell & Berkowitz, PC’s opinion is not binding 
on the IRS or the courts and we will not apply for a ruling from the IRS regarding our status as a REIT.  
Future legislative, judicial or administrative changes to the federal income tax laws could be applied 
retroactively, which could result in our disqualification as a REIT. 
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 If we fail to qualify as a REIT for any taxable year, we will be subject to federal income tax and 
any applicable alternative minimum tax on our taxable income at regular corporate rates.  In addition, we 
would generally be disqualified from treatment as a REIT for the four taxable years following the year of 
losing our REIT status.  Losing our REIT status would reduce our net earnings available for investment 
or distribution to stockholders because of the additional tax liability.  In addition, distributions to 
stockholders would no longer qualify for the distributions paid deduction, and we would no longer be 
required to make distributions.  If this occurs, we might be required to borrow funds or liquidate some 
investments in order to pay the applicable tax.   

 To qualify as a REIT, and to avoid the payment of federal income and excise taxes and 
maintain our REIT status, we may be forced to borrow funds, use proceeds from the issuance of 
securities (including the Offering), or sell assets to pay distributions, which may result in our 
distributing amounts that may otherwise be used for our operations. 
 

To obtain the favorable tax treatment accorded to REITs, we normally will be required each year 
to distribute to our stockholders at least 90% of our real estate investment trust taxable income, 
determined without regard to the deduction for distributions paid and by excluding net capital gains.  We 
will be subject to federal income tax on our undistributed taxable income and net capital gain and to a 4% 
nondeductible excise tax on any amount by which distributions we pay with respect to any calendar year 
are less than the sum of (1) 85% of our ordinary income, (2) 95% of our capital gain net income, and 
(3) 100% of our undistributed income from prior years.  These requirements could cause us to distribute 
amounts that otherwise would be spent on acquisitions of properties and it is possible that we might be 
required to borrow funds, use proceeds from the issuance of securities (including the Offering) or sell 
assets in order to distribute enough of our taxable income to maintain our REIT status and to avoid the 
payment of federal income and excise taxes.  These methods of obtaining funding could affect future 
distributions by increasing operating costs and decreasing available cash.  In addition, such distributions 
may constitute a return of capital.   
 
 If our Operating Partnership fails to maintain its status as a partnership for federal income tax 
purposes, its income would be subject to taxation and our REIT status would be terminated. 
 

 We intend to maintain the status of our Operating Partnership as a partnership for federal income 
tax purposes.  However, if the IRS were to successfully challenge the status of our Operating Partnership 
as a partnership, it would be taxable as a corporation.  In such event, this would reduce the amount of 
distributions that our Operating Partnership could make to us.  This would also result in our losing REIT 
status and becoming subject to a corporate level tax on our own income.  This would substantially reduce 
our cash available to pay distributions and the return on our stockholders’ investments.  In addition, if any 
of the entities through which our Operating Partnership owns properties, in whole or in part, loses its 
characterization as a partnership for federal income tax purposes, it would be subject to taxation as a 
corporation, thereby reducing distributions to our Operating Partnership.  Such a recharacterization of our 
Operating Partnership or an underlying property owner could also threaten our ability to maintain REIT 
status.   

 
Our stockholders may have tax liability on distributions they elect to reinvest in our common 

stock. 

 If a stockholder participates in our distribution reinvestment plan, the stockholder will be deemed 
to have received, and for income tax purposes will be taxed on, the amount reinvested in common stock to 
the extent the amount reinvested was not a tax-free return of capital.  As a result, unless the stockholder is  
a tax-exempt entity, the stockholder may have to use funds from other sources to pay his or her tax 
liability on the value of the common stock received. 



 

37 
A KAM01 2037735 v14 
2914116-000003 03/29/2010 

 In certain circumstances, we may be subject to federal and state income taxes as a REIT, 
which would reduce our cash available for distribution to our stockholders. 

 Even if we qualify and maintain our status as a REIT, we may be subject to federal income taxes 
or state taxes.  For example, net income from a “prohibited transaction” will be subject to a 100% tax.  
We may not be able to make sufficient distributions to avoid excise taxes applicable to REITs.  We may 
also decide to retain income we earn from the sale or other disposition of our property and pay income tax 
directly on such income.  In that event, our stockholders would be treated as if they earned that income 
and paid the tax on it directly.  However, stockholders that are tax-exempt, such as charities or qualified 
pension plans, would have no benefit from their deemed payment of such tax liability.  We may also be 
subject to state and local taxes on our income or property, either directly or at the level of the Operating 
Partnership or at the level of the other companies through which we indirectly own our assets.  Any 
federal or state taxes we pay will reduce our cash available for distribution to our stockholders. 

We may be required to pay some taxes due to actions of our taxable REIT subsidiaries which 
would reduce our cash available for distribution to our stockholders. 

Any net taxable income earned directly by our taxable REIT subsidiaries, or through entities that 
are disregarded for federal income tax purposes as entities separate from our taxable REIT subsidiaries, 
will be subject to federal and possibly state corporate income tax.  We have elected to treat three of our 
subsidiaries as taxable REIT subsidiaries, and we may elect to treat other subsidiaries as taxable REIT 
subsidiaries in the future.  In this regard, several provisions of the laws applicable to REITs and their 
subsidiaries ensure that a taxable REIT subsidiary will be subject to an appropriate level of federal 
income taxation. For example, a taxable REIT subsidiary is limited in its ability to deduct certain interest 
payments made to an affiliated REIT. In addition, the REIT has to pay a 100% penalty tax on some 
payments that it receives or on some deductions taken by a taxable REIT subsidiary if the economic 
arrangements between the REIT, the REIT’s customers, and the taxable REIT subsidiary are not 
comparable to similar arrangements between unrelated parties. Finally, some state and local jurisdictions 
may tax some of our income even though as a REIT we are not subject to federal income tax on that 
income because not all states and localities follow the federal income tax treatment of REITs. To the 
extent that we and our affiliates are required to pay federal, state and local taxes, we will have less cash 
available for distributions to our stockholders. 

Distributions to tax-exempt investors may be classified as unrelated business taxable income. 
 
Neither ordinary nor capital gain distributions with respect to our common stock nor gain from 

the sale of common stock should generally constitute unrelated business taxable income (“UBTI”) to a 
tax-exempt investor.  However, there are certain exceptions to this rule.  In particular:  

 

 Part of the income and gain recognized by certain qualified employee pension trusts with 
respect to our common stock may be treated as unrelated business taxable income if 
shares of our common stock are predominately held by qualified employee pension trusts, 
and we are required to rely on a special look-through rule for purposes of meeting one of 
the REIT share ownership tests, and we are not operated in a manner to avoid treatment 
of such income or gain as unrelated business taxable income;  

 

 Part of the income and gain recognized by a tax exempt investor with respect to our 
common stock would constitute unrelated business taxable income if the investor incurs 
debt in order to acquire the common stock; and 

 

 Part or all of the income or gain recognized with respect to our common stock by social 
clubs, voluntary employee benefit associations, supplemental unemployment benefit 
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trusts and qualified group legal services plans which are exempt from federal income 
taxation under Sections 501(c)(7), (9), (17) or (20) of the Code may be treated as 
unrelated business taxable income. 

 
Complying with the REIT requirements may cause us to forego otherwise attractive 

opportunities. 
 

To qualify as a REIT for federal income tax purposes, we must continually satisfy tests 
concerning, among other things, the sources of our income, the nature and diversification of our assets, 
the amounts we distribute to our stockholders and the ownership of shares of our common stock.  We may 
be required to make distributions to stockholders at disadvantageous times or when we do not have funds 
readily available for distribution, or we may be required to liquidate otherwise attractive investments in 
order to comply with the REIT tests.  Thus, compliance with the REIT requirements may hinder our 
ability to operate solely on the basis of maximizing profits.   

 

Legislative or regulatory action could adversely affect investors. 
 

 The tax rate applicable to qualifying corporate distributions received by individuals prior to 2011 
has been reduced to a maximum rate of 15%.  This special tax rate is generally not applicable to 
distributions paid by a REIT, unless such distributions represent earnings on which the REIT itself has 
been taxed.  As a result, distributions (other than capital gain distributions) we pay to individual investors 
generally will be subject to the tax rates that are otherwise applicable to ordinary income, which currently 
are as high as 35%.  This change in law may make an investment in our shares comparatively less 
attractive to individual investors than an investment in the shares of non-REIT corporations, and could 
have an adverse effect on the value of our common stock.  Stockholders are urged to consult with their 
own tax advisors with respect to the impact of recent legislation on their investments in our common 
stock and the status of legislative, regulatory or administrative developments and proposals and their 
potential effect on an investment in our common stock.   

 Foreign purchasers of our common stock may be subject to FIRPTA tax upon the sale of their 
shares. 

 A foreign person disposing of a U.S. real property interest, including shares of a U.S. corporation 
whose assets consist principally of U.S. real property interests, is generally subject to a tax, known as 
FIRPTA tax, on the gain recognized on the disposition.  Such FIRPTA tax does not apply, however, to 
the disposition of stock in a REIT if the REIT is “domestically controlled.” A REIT is “domestically 
controlled” if less than 50% of the REIT’s stock, by value, has been owned directly or indirectly by 
persons who are not qualifying U.S. persons during a continuous five-year period ending on the date of 
disposition or, if shorter, during the entire period of the REIT’s existence. 

 We cannot assure our stockholders that we will qualify as a “domestically controlled” REIT.  If 
we were to fail to so qualify, gain realized by foreign investors on a sale of our shares would be subject to 
FIRPTA tax, unless our shares were traded on an established securities market and the foreign investor 
did not at any time during a specified testing period directly or indirectly own more than 5% of the value 
of our outstanding common stock.   
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ERISA Risks 

  There are special considerations that apply to pension or profit-sharing trusts or IRAs 
investing in our shares which could cause an investment in to be a prohibited transaction which could 
result in additional tax consequences. 

 If a stockholder is investing the assets of a pension, profit-sharing, 401(k), Keogh or other 
qualified retirement plan or the assets of an IRA in our common stock, the stockholder should satisfy 
himself or herself that, among other things: 

 the investment is consistent with the stockholder’s fiduciary obligations under ERISA 
and the Code; 

 the investment is made in accordance with the documents and instruments governing the 
plan or IRA, including the plan’s investment policy; 

 the investment satisfies the prudence and diversification requirements of ERISA; 

 the investment will not impair the liquidity of the plan or IRA; 

 the investment will not produce UBTI for the plan or IRA; 

 the stockholder will be able to value the assets of the plan annually in accordance with 
ERISA requirements; and 

 the investment will not constitute a prohibited transaction under Section 406 of ERISA or 
Section 4975 of the Code. 

Persons investing the assets of employee benefit plans should consider ERISA risks of 
investing in the shares. 

 ERISA and Code Section 4975 prohibit certain transactions that involve (1) certain pension, 
profit-sharing, employee benefit, or retirement plans or individual retirement accounts and Keogh plans, 
and (2) any person who is a “party-in-interest” or “disqualified person” with respect to such a plan.  
Consequently, the fiduciary of a plan contemplating an investment in the shares should consider whether 
we, any other person associated with the issuance of the shares, or any of their affiliates is or might 
become a “party-in-interest” or “disqualified person” with respect to the plan and, if so, whether an 
exception from such prohibited transaction rules is applicable.  In addition, the Department of Labor plan 
asset regulations provide that, subject to certain exceptions, the assets of an entity in which a plan holds 
an equity interest may be treated as assets of an investing plan, in which event the underlying assets of 
such entity (and transactions involving such assets) would be subject to the prohibited transaction 
provisions.  We intend to take such steps as may be necessary to qualify us for one or more of the 
exceptions available, and thereby prevent our assets as being treated as assets of any investing plan.     

ITEM 1B. UNRESOLVED STAFF COMMENTS  

Not Applicable.  
  
ITEM 2. PROPERTIES  

As of December 31, 2009, we wholly-owned 26 self storage facilities located in 14 states 
(Alabama, Arizona, California, Florida, Georgia, Kentucky, Mississippi, Nevada, New Jersey, 
Pennsylvania, South Carolina, Tennessee, Texas and Virginia) comprising  approximately 17,665 units 
and approximately 2.34 million rentable square feet. Of the 26 properties we wholly-owned as of 
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December 31, 2009, 23 were acquired during 2009, including 11 acquired in merger transactions with 
Self Storage REIT, Inc. and Self Storage REIT II, Inc. completed on September 24, 2009, as described in 
Note 3 of the Notes to the Consolidated Financial Statements contained in this report. We also had 
interests in 19 additional self storage facilities through preferred equity and/or minority interests.  
Additionally, we have an interest in a net leased industrial property in California with 356,000 rentable 
square feet leased to a single tenant.  

As of December 31, 2009, our self storage portfolio was comprised as follows: 

  
State 

No. of 
Properties 

  
Units 

Sq. Ft. 
(net) 

Alabama (1) 2 1,075 144,500 

Arizona 1 520 38,750 

California (1) 1 1,300 251,700 

Florida 2 2,250 283,700 

Georgia (1) 2 1,170 128,500 

Kentucky 5 2,800 401,000 

Mississippi 1 600 66,600 

Nevada 2 710 87,100 

New Jersey 1 1,090 91,500 

Pennsylvania 2 1,290 155,200 

South Carolina 1 460 65,200 

Tennessee 1 800 100,400 

Texas (1) 4 3,100 479,500 

Virginia 1 500 49,900 

Total 26 17,665 2,343,550 
_____________________ 
 (1) Does not include any property where we own a minority interest, including the interests owned in the 
Montgomery County Self Storage, DST properties, the San Francisco Self Storage DST property, the Hawthorne 
Property, the Self Storage I DST properties, the WP Baltimore Self Storage property and the Southwest Colonial, 
DST properties. 
_____________________ 
  

The map below shows the geographic location of our self storage portfolio as of December 31, 2009. 
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As of December 31, 2009, we wholly-owned the following 26 self storage facilities: 
  

Property 
Acquisition 

Date Year Built 
Approx. 

Units 

Approx. 
Sq. Ft. 
(net) 

Physical 
Occupancy 

(%)(1) 
% Climate-
Controlled(2) 

Biloxi - Biloxi, MS 9/25/2008 1980/1984/1992 600 66,600 69.3% 12.2% 
Gulf Breeze –  
Gulf Breeze, FL 9/25/2008 1978/1982/2004 700 80,000 85.7% 61.0% 
Manassas  - 
Manassas, VA 12/19/2008 1996/2000 500 49,900 80.0% 51.0% 

Walton -Walton, KY 2/12/2009 1991 430 72,000 80.7% 0.5% 
Crescent Springs - 
Crescent Springs, KY 2/12/2009 1999/2003 350 57,200 88.7% 0.6% 
Florence –  
Florence, KY 2/12/2009 1996 520 81,800 89.7% 6.8% 
Alpharetta – 
Alpharetta, GA 6/1/2009 2003 670 76,500 61.7% 59.0% 
Marietta –  
Marietta, GA 6/1/2009 2006 500 52,000 74.9% 100.0% 
Erlanger –  
Erlanger, KY 7/17/2009 1987 610 63,700 73.4% 2.3% 
Florence II – 
Florence, KY 7/17/2009 1982/1995 890 126,300 85.3% 0.3% 
Jersey City –  
Jersey City, NJ 8/21/2009 1985 1,090 91,500 72.9% 0.0% 
Montgomery - 
Montgomery, AL 9/3/2009 1995/2004 600 94,600 78.7% 22.2% 
Phoenix –  
Phoenix, AZ 9/4/2009 1974 520 38,750 56.8% 83.2% 
Seabrook - 
Seabrook, TX(3) 9/24/2009 2001-2003 680 78,000 88.7% 51.6% 
Greenville - 
Greenville, SC(3) 9/24/2009 1948/1995 460 65,200 82.2% 66.0% 
Kemah –  
Kemah, TX(3) 9/24/2009 

1985/2005/ 
1999/ 2002 1,300 239,000 83.5% 19.4% 

Tallahassee - 
Tallahassee, FL(3) 9/24/2009 1979-1987 1,550 203,700 71.6% 2.9% 
Memphis –  
Memphis, TN(3) 9/24/2009 1987/1994 800 100,400 78.8% 0.0% 
Houston –  
Houston, TX(3) 9/24/2009 1984/2005 480 73,300 75.9% 38.6% 
Las Vegas –  
Las Vegas, NV(4) 9/24/2009 2006 520 66,000 74.5% 78.5% 
Las Vegas II –  
Las Vegas, NV(4) 9/24/2009 1998 190 21,100 74.2% 33.2% 
Pearland –  
Pearland, TX(4) 9/24/2009 2004/2005 640 89,200 87.0% 60.6% 
Daphne –  
Daphne, AL(4) 9/24/2009 2000 475 49,900 54.9% 100.0% 
Lake Forest –  
Lake Forest, CA(5) 9/24/2009 2003 1,300 251,700 91.1% 0.0% 
Pittsburgh –  
Pittsburgh, PA 12/11/2009 1990 470 55,200 80.7% 15.2% 
West Mifflin –  
West Mifflin, PA 12/11/2009 1983 820 100,000 71.0% 20.2% 

Total / Average(6)     17,665 2,343,550 79.3% 25.4% 

____________________ 

 (1)  Represents occupied square feet divided by total rentable square feet as of December 31, 2009.   

 (2)  Represents the percentage of rentable square feet in climate-controlled units as of December 31, 2009.   

 (3)  Acquired in the merger with Self Storage REIT, Inc. (REIT I).   
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 (4)  Acquired in the merger with Self Storage REIT II, Inc. (REIT II).   

 (5)  Acquired in the mergers with REIT I and REIT II (owned by both REIT I and REIT II through a joint 
venture).  

 (6)  The average occupancy and climate-controlled percentages have been calculated utilizing a weighted 
average calculation, based on each property’s net rentable square feet. 

 _____________________ 

 For the year ended December 31, 2009, the average monthly rent per occupied square foot for the 
26 self storage facilities we wholly-owned was $0.74.  The weighted average capitalization rate at 
acquisition for these 26 self storage facilities was approximately 7.9%. The weighted average 
capitalization rate is calculated as the estimated first year annual net operating income at the respective 
property divided by the property purchase price, exclusive of offering costs, closing costs and fees paid to 
the Advisor.  This calculation includes several properties in their lease-up period.  Upon stabilization of 
these properties, we expect the weighted average capitalization rate to increase.   

 As of December 31, 2009, we owned a minority interest in the following properties:  
 

Property 
% 

Owned 
Acquisition 

Date(1) Year Built 
Approx. 

Units 

Approx. 
Sq. Ft. 
(net) 

Physical 
Occupancy 

(%)(2) 
% Climate-
Controlled(3) 

WP Baltimore Self Storage- 
Baltimore, MD(5)  11.5% 9/24/2009 2004 

  
500 

  
70,900 69.2% 0.0% 

San Francisco Self Storage 
DST- 
San Francisco, CA(5)  10.0% 9/24/2009 1909/2000 

  
1,100 

  
77,900 77.0% 0.0% 

Hawthorne Property- 
Hawthorne, CA(4) (5)   12.0% 9/24/2009 1943-1966  n/a 

  
356,000 100.0% n/a 

Self Storage I DST- 
GA, NC, and TX(6)  3.05% 9/24/2009 1996-2004 

  
5,500 

  
714,700 82.1% 18.5% 

Southwest Colonial, DST TX(6)  0.28% 9/24/2009 1981-2007      2,850    369,600 81.0% 12.1% 
Montgomery County Self 
Storage, DST – AL(6) 1.49% 9/24/2009 1997-2005      1,600    152,900 80.9% 100.0% 
Total / Average(7)          11,550 1,742,000 84.7% 18.9% 

____________________ 

 (1)
  Represents the date we acquired the interest in such property. 

 
(2)  Represents occupied square feet divided by total rentable square feet as of December 31, 2009. 

 (3)  Represents the percentage of rentable square feet in climate-controlled units as of December 31, 2009. 

 (4)  Not a self storage facility.  We have a 12% direct investment in Westport LAX LLC, the entity owning 
this property, and an indirect interest in Westport LAX LLC through an investment in Hawthorne, LLC, 
which has a direct investment in Westport LAX LLC. 

 (5)  Acquired in the merger with Self Storage REIT, Inc. (REIT I).   

 (6)  Acquired in the merger with Self Storage REIT II, Inc. (REIT II).   
(7)  The average occupancy and climate-controlled percentages have been calculated utilizing a weighted 
average calculation, based on each property’s net rentable square feet. 

_____________________ 

ITEM 3.      LEGAL PROCEEDINGS  

(a) From time to time, we are party to legal proceedings that arise in the ordinary course of our 
business. We are not aware of any legal proceedings of which the outcome is reasonably likely to 
have a material adverse effect on our results of operations or financial condition. Nor are we 
aware of any such legal proceedings contemplated by governmental authorities.  

(b) None. 
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ITEM 4. RESERVED  
 

PART II  

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER 
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES  

Market Information  

 As of March 24, 2010, we had approximately 18.9 million shares of common stock outstanding, 
including approximately 332,000 shares issued pursuant to our distribution reinvestment plan, held by a 
total of 5,332 stockholders of record.  There is no established trading market for our common stock. 
Therefore, there is a risk that a stockholder may not be able to sell our stock at a time or price acceptable 
to the stockholder, or at all. We are currently selling shares of our common stock to the public at a price 
of $10.00 per share and at a price of $9.50 per share pursuant to our distribution reinvestment plan. 
Additionally, we provide discounts in our Offering for certain categories of purchasers, including based 
on volume discounts. Pursuant to the terms of our charter, certain restrictions are imposed on the 
ownership and transfer of shares.  

Unless and until our shares are listed on a national securities exchange, it is not expected that a 
public market for our shares will develop.  To assist fiduciaries of plans subject to the annual reporting 
requirements of ERISA and IRA trustees or custodians to prepare reports relating to an investment in our 
shares, we intend to provide reports of our quarterly and annual determinations of the current value of our 
net assets per outstanding share to those fiduciaries (including IRA trustees and custodians) who identify 
themselves to us and request the reports.  Until 18 months after the completion of any subsequent 
offerings of our shares, we intend to use the offering price of shares in our most recent offering as the per 
share net asset value (unless we have made a special distribution to stockholders of net sales proceeds 
from the sale of one or more properties prior to the date of determination of net asset value, in which case 
we will use the offering price less the per share amount of the special distribution).  Beginning 18 months 
after the completion of the last offering of our shares, our board of directors will determine the value of 
the properties and our other assets based on such information as our board determines appropriate, which 
may or may not include independent valuations of our properties or of our enterprise as a whole. 

 We will provide annual reports of our determination of value (1) to IRA trustees and custodians 
not later than January 15 of each year, and (2) to other plan fiduciaries within 75 days after the end of 
each calendar year.  Each determination may be based upon valuation information available as of 
October 31 of the preceding year, updated, however, for any material changes occurring between 
October 31 and December 31. 

 There can be no assurance, however, with respect to any estimate of value that we prepare, that: 

 the estimated value per share would actually be realized by our stockholders upon 
liquidation, because these estimates do not necessarily indicate the price at which 
properties can be sold; 

 our stockholders would be able to realize estimated net asset values if they were to 
attempt to sell their shares, because no public market for our shares exists or is likely to 
develop; or 

 that the value, or method used to establish value, would comply with ERISA or Code 
requirements described above.  
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Distributions  

We made an election to be taxed as a REIT under Sections 856 through 860 of the Code 
beginning with the taxable year ended December 31, 2008.  To qualify as a REIT, we must meet certain 
organizational and operational requirements, including a requirement to currently distribute at least 90% 
of the REIT’s ordinary taxable income to stockholders.  As a REIT, we generally will not be subject to 
federal income tax on taxable income that we distribute to our stockholders.  If we fail to qualify as a 
REIT in any taxable year, we will then be subject to federal income taxes on our taxable income at regular 
corporate rates and will not be permitted to qualify for treatment as a REIT for federal income tax 
purposes for four years following the year during which qualification is lost unless the IRS grants us relief 
under certain statutory provisions.  Such an event could materially adversely affect our net income and 
net cash available for distribution to stockholders.  However, we believe that we will be organized and 
operate in such a manner as to qualify for treatment as a REIT and intend to operate in the foreseeable 
future in such a manner that we will remain qualified as a REIT for federal income tax purposes.  

For income tax purposes, distributions to common stockholders are characterized as ordinary 
dividends, capital gain dividends, or as nontaxable distributions. To the extent that we make a distribution 
in excess of our current or accumulated earnings and profits, the distribution will be a non-taxable return 
of capital, reducing the tax basis in each U.S. stockholder’s shares, and the amount of each distribution in 
excess of a U.S. stockholder’s tax basis in its shares will be taxable as gain realized from the sale of its 
shares. For the years ended December 31, 2009 and 2008, 100% of our distributions constituted non-
taxable returns of capital.   

The following table shows the distributions we have declared during the years ended 
December 31, 2009 and 2008, respectively:  

    Total   Distributions    

   Distributions  Declared per    

Quarter   Declared   Common Share     

     
1st Quarter 2009        $   452,131  $ .18 
2nd Quarter 2009        $   742,329  $ .18 
3rd Quarter 2009   $1,221,336  $ .18 
4th Quarter 2009   $2,705,781  $ .18 

 

    Total    Distributions    

   Distributions   Declared per    

Quarter   Declared    Common Share     

     
2nd Quarter 2008        $     15,490   $ .07(1) 

3rd Quarter 2008   $   120,573   $ .18 
4th Quarter 2008   $   283,108   $ .18 

(1)  Distributions began on May 22, 2008, the date we satisfied the minimum offering requirements. 
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Securities Authorized for Issuance Under Equity Compensation Plans 

 The following table provides details of our Employee and Director Long-Term Incentive Plan as 
of December 31, 2009, under which shares of our common stock are authorized for issuance.   

Plan Category  

Number of Securities 
to be Issued Upon 

Exercise of 
Outstanding Options, 
Warrants and Rights  

Weighted Average 
Exercise Price of 

Outstanding 
Options, Warrants 

and Rights  

Number of Securities 
Remaining for Future 
Issuance Under Equity 

Compensation Plans 
Equity Compensation Plans 

Approved by Security Holders  –  –  
  

1,656,356 
Equity Compensation Plans Not 

Approved by Security Holders  –  –  – 
Total  –                               –                        1,656,356 
 

Use of Proceeds from Registered Securities 

We registered 110,000,000 shares of our common stock in the Offering (SEC File No. 333-
146959, effective March 17, 2008), of which we registered 100,000,000 shares at $10.00 per share to be 
offered to the public in the Primary Offering and 10,000,000 shares offered to our investors pursuant to 
our distribution reinvestment plan at $9.50 per share.  As of December 31, 2009, we had issued 
approximately 10.4 million shares of common stock in our Offering, raising gross offering proceeds of 
approximately $104.3 million. From this amount, we paid $1.7 million in acquisition fees to our Advisor, 
approximately $10.2 million in selling commissions and dealer manager fees to our Dealer Manager (of 
which approximately $8.2 million was reallowed to third party broker dealers), and approximately 
$3.9 million in organization and offering costs to our Advisor.  With the net offering proceeds and 
indebtedness, we acquired approximately $60.9 million in self storage facilities and made the other 
payments reflected under “Cash Flows from Financing Activities” in our consolidated statements of cash 
flows included in this report.   

Purchases of Equity Securities by the Issuer and Affiliated Purchasers 

  As noted in Notes 2 and 7 of the Notes to the Consolidated Financial Statements included in this 
report, and more fully described in our prospectus dated October 28, 2009, as supplemented from time to 
time, our board of directors adopted a share redemption program on February 25, 2008, which enables our 
stockholders to have their shares redeemed by us, subject to the significant conditions and limitations 
described in our prospectus. Our share redemption program has no set termination date, but our ability to 
redeem shares under the program is limited as described in the prospectus.  As of December 31, 2009, the 
maximum amount that may yet be redeemed under our publicly announced program is approximately 
$1,803,450.  As of December 31, 2009, there were approximately 18,200 shares related to redemption 
requests to be processed subsequent to December 31, 2009.  Our board of directors may choose to amend, 
suspend or terminate our share redemption program upon 30 days’ written notice at any time.   

 During the year ended December 31, 2009, we redeemed shares as follows: 

For the Quarter Ended 

Total Number of Shares 
Redeemed as Part of 
Publicly Announced 

Plans
Average Price 
Paid per Share 

Cumulative Number of Shares 
Redeemed as Part of Publicly 

Announced Plans 
March 31, 2009 - $                        - - 

June 30, 2009 - $                        - - 

September 30, 2009 1,400 $         9.25 1,400 

December 31, 2009 10,516 $         9.64 11,916 
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 ITEM 6. SELECTED FINANCIAL DATA  

The following selected financial and operating information should be read in conjunction with 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and the 
financial statements and related notes thereto included elsewhere in this Form 10-K: 

 
For the Year 

Ended 
December 31, 

2009 

For the Year 
Ended 

December 31, 
2008 

For the Period 
from August 14, 

2007 through 
December 31, 

2007 
Operating Data    

Total revenues $       7,875,143 $         365,651 $                      —

Loss from continuing operations    (7,404,519)  (1,595,043)  —
Net loss attributable to Strategic Storage Trust, 
Inc. (7,302,896)  

  
(1,504,293) —

Loss from continuing operations per common 
share-basic and diluted         (1.00)         (2.50) —
Dividends declared per common share 

(annualized) 
 

0.70 

  
0.70 —

   
Balance Sheet Data   
Real estate facilities $  155,058,360 $     15,166,724 $                      —
Total assets 203,701,303      19,819,983  201,000
Total debt 78,256,583  4,000,000  —
Total liabilities 82,997,383  5,532,519  —
Stockholders’ equity 119,068,866 14,287,464  1,000
    
Other Data    
Net cash used in operating activities $    (2,595,891) $    (1,106,248) $                      —
Net cash used in investing activities (44,300,463)  (16,311,595)  —
Net cash provided by financing activities 68,060,180 19,831,475 —
 
ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL 

CONDITION AND RESULTS OF OPERATIONS  

The following discussion and analysis should be read in conjunction with the “Selected Financial 
Data” above and our accompanying consolidated financial statements and the notes thereto.  See also 
“Cautionary Note Regarding Forward-Looking Statements” preceding Part I.   

Overview 

The Company was formed on August 14, 2007 under the Maryland General Corporation Law for 
the purpose of engaging in the business of investing in self storage facilities and related self storage real 
estate investments. Our year end is December 31. 
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On August 24, 2007, our Advisor purchased 100 shares of common stock for $1,000 and became 
our initial stockholder. Our charter authorizes 700,000,000 shares of common stock with a par value of 
$0.001 and 200,000,000 shares of preferred stock with a par value of $0.001. We are currently offering a 
maximum of 110,000,000 shares of common stock in the Offering, consisting of 100,000,000 shares for 
sale to the public in the Primary Offering and 10,000,000 shares for sale pursuant to our distribution 
reinvestment plan. 

On March 17, 2008, the SEC declared our registration statement effective. On May 22, 2008, we 
satisfied the minimum offering requirements of the Primary Offering and commenced formal operations. 
As of December 31, 2009, in connection with our Offering, we had issued approximately 10.4 million 
shares of our common stock for gross proceeds of approximately $104.3 million. In addition to the 
Offering, in September 2009 we also issued approximately 6.2 million shares in connection with the 
merger transaction with Self Storage REIT, Inc. (the “REIT I Merger Transaction”) and the merger 
transaction with Self Storage REIT II, Inc. (the “REIT II Merger Transaction”) (See Note 3 of the Notes 
to the Consolidated Financial Statements accompanying this report). 

In addition to sponsoring our Offering, our Sponsor owns a majority of Strategic Storage 
Holdings, LLC, which is the sole member of our Advisor and our Property Manager. 

On September 25, 2008, we acquired our first two self storage facilities. On September 24, 2009, 
through the REIT I Merger Transaction and the REIT II Merger Transaction, we acquired 11 of our 
wholly-owned facilities and all of the preferred equity and/or minority interests described below. As of 
December 31, 2009, we wholly-owned 26 self storage facilities located in 14 states (Alabama, Arizona, 
California, Florida, Georgia, Kentucky, Mississippi, Nevada, New Jersey, Pennsylvania, South Carolina, 
Tennessee, Texas and Virginia) comprising  approximately 17,665 units and approximately 2.34 million 
rentable square feet. We also had interests in 19 additional self storage facilities through preferred equity 
and/or minority interests.  Additionally, we have an interest in a net leased industrial property in 
California with 356,000 rentable square feet leased to a single tenant.  

We derive revenues principally from rents received from our customers who rent units at our self 
storage facilities under month-to-month leases. Therefore, our operating results depend significantly on 
our ability to retain our existing customers and lease our available self storage units to new customers, 
while maintaining and, where possible, increasing the prices for our self storage units. Additionally, our 
operating results depend on our customers making their required rental payments to us. We believe that 
our Property Manager’s approach to the management and operation of our facilities, which emphasizes 
local market oversight and control, results in quick and effective response to changes in local market 
conditions, including increasing rents and/or increasing occupancy levels where appropriate. 

Competition in the market areas in which we operate is significant and affects the occupancy 
levels, rental rates, rental revenues and operating expenses of our facilities. Development of any new self 
storage facilities would intensify competition of self storage operators in markets in which we operate.  

We believe that we will experience minor seasonal fluctuations in the occupancy levels of our 
facilities, which we believe will be slightly higher over the summer months due to increased moving 
activity. 

We have no employees and are externally advised and managed by our Advisor. 
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Critical Accounting Estimates  

We have established accounting policies which conform to generally accepted accounting 
principles (“GAAP”).  Preparing financial statements in conformity with GAAP requires management to 
use judgment in the application of accounting policies, including making estimates and assumptions.  
Following is a discussion of the estimates and assumptions used in setting accounting policies that we 
consider critical in the presentation of our financial statements.  Many estimates and assumptions 
involved in the application of GAAP may have a material impact on our financial condition or operating 
performance, or on the comparability of such information to amounts reported for other periods, because 
of the subjectivity and judgment required to account for highly uncertain items or the susceptibility of 
such items to change.  These estimates and assumptions affect our reported amounts of assets and 
liabilities, our disclosure of contingent assets and liabilities at the dates of the financial statements and our 
reported amounts of revenue and expenses during the period covered by this report.  If management’s 
judgment or interpretation of the facts and circumstances relating to various transactions had been 
different, it is possible that different accounting policies would have been applied or different amounts of 
assets, liabilities, revenues and expenses would have been recorded, thus resulting in a materially 
different presentation of the financial statements or materially different amounts being reported in the 
financial statements.  Additionally, other companies may use different estimates and assumptions that 
may impact the comparability of our financial condition and results of operations to those companies. 

We believe that our critical accounting policies include the following: real estate purchase price 
allocations; the evaluation of whether any of our long-lived assets have been impaired; the determination 
of the useful lives of our long-lived assets; and the evaluation of the consolidation of our interests in joint 
ventures.  The following discussion of these policies supplements, but does not supplant the description of 
our significant accounting policies, as contained in Note 2 of the Notes to the Consolidated Financial 
Statements included in this report, and is intended to present our analysis of the uncertainties involved in 
arriving upon and applying each policy.    

Real Estate Purchase Price Allocation 

We allocate the purchase prices of acquired properties based on a number of estimates and 
assumptions.  We allocate the purchase prices to the tangible and intangible assets acquired and the 
liabilities assumed based on estimated fair values.  These estimated fair values are based upon comparable 
market sales information for land and estimates of depreciated replacement cost of equipment, building 
and site improvements.  Acquisitions of portfolios of properties are allocated to the individual properties 
based upon an income approach or a cash flow analysis using appropriate risk adjusted capitalization rates 
which we estimate based upon the relative size, age, and location of the individual property along with 
actual historical and estimated occupancy and rental rate levels, and other relevant factors.  If available, 
and determined by management to be appropriate, appraised values are used, rather than these estimated 
values.  Because we believe that substantially all of the leases in place at properties we will acquire will 
be at market rates, as the majority of the leases are month-to-month contracts, we do not expect to allocate 
any portion of the purchase prices to above or below market leases.  The determination of market rates is 
also subject to a number of estimates and assumptions.  Our allocations of purchase prices could result in 
a materially different presentation of the financial statements or materially different amounts being 
reported in the financial statements, as such allocations may vary dramatically based on the estimates and 
assumptions we use.    

Impairment of Long-Lived Assets 

The majority of our assets consist of long-lived real estate assets as well as intangible assets 
related to our acquisitions.  We will continually evaluate such assets for impairment based on events and 
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changes in circumstances that may arise in the future and that may impact the carrying amounts of our 
long-lived assets.  When indicators of potential impairment are present, we will assess the recoverability 
of the particular asset by determining whether the carrying value of the asset will be recovered, through 
an evaluation of the undiscounted future operating cash flows expected from the use of the asset and its 
eventual disposition.  This evaluation is based on a number of estimates and assumptions.  Based on this 
evaluation, if the expected undiscounted future cash flows do not exceed the carrying value, we will 
adjust the value of the long-lived asset and recognize an impairment loss.  Our evaluation of the 
impairment of long-lived assets could result in a materially different presentation of the financial 
statements or materially different amounts being reported in the financial statements, as the amount of 
impairment loss, if any, recognized may vary based on the estimates and assumptions we use.   

Estimated Useful Lives of Long-Lived Assets 

We assess the useful lives of the assets underlying our properties based upon a subjective 
determination of the period of future benefit for each asset.  We will record depreciation expense with 
respect to these assets based upon the estimated useful lives we determine.  Our determinations of the 
useful lives of the assets could result in a materially different presentation of the financial statements or 
materially different amounts being reported in the financial statements, as such determinations, and the 
corresponding amount of depreciation expense, may vary dramatically based on the estimates and 
assumptions we use.    

Consolidation of Investments in Joint Ventures  

We evaluate the consolidation of our investments in joint ventures in accordance with relevant 
accounting guidance.  This evaluation requires us to determine whether we have a controlling interest in a 
joint venture through a means other than voting rights, and, if so, such joint venture may be required to be 
consolidated in our financial statements.  Our evaluation of our joint ventures under such accounting 
guidance could result in a materially different presentation of the financial statements or materially 
different amounts being reported in the financial statements, as the entities included in our financial 
statements may vary based on the estimates and assumptions we use.   

REIT Qualification 

We made an election under Section 856(c) of the Code to be taxed as a REIT commencing with 
the taxable year ended December 31, 2008.  By qualifying as a REIT for federal income tax purposes, we 
generally will not be subject to federal income tax on income that we distribute to our stockholders.  If we 
fail to qualify as a REIT in any taxable year, we will be subject to federal income tax on our taxable 
income at regular corporate rates and will not be permitted to qualify for treatment as a REIT for federal 
income tax purposes for four years following the year in which our qualification is denied.  Such an event 
could materially and adversely affect our net income and could have a material adverse impact on our 
financial condition and results of operations.  However, we believe that we are organized and will operate 
in a manner that will enable us to qualify for treatment as a REIT for federal income tax purposes 
commencing with the year ended December 31, 2008, and we intend to continue to operate as to remain 
qualified as a REIT for federal income tax purposes. 

Results of Operations  

Overview  

On May 22, 2008, we satisfied the minimum offering requirements of the Primary Offering and 
commenced formal operations. On September 25, 2008, we acquired our first two self storage facilities. 



 

50 
A KAM01 2037735 v14 
2914116-000003 03/29/2010 

 On September 24, 2009, through the REIT I Merger Transaction and the REIT II Merger 
Transaction, we acquired 11 of our wholly-owned facilities and all of the preferred equity and/or minority 
interests described below. As of December 31, 2009, we wholly-owned 26 self storage facilities located in 
14 states (Alabama, Arizona, California, Florida, Georgia, Kentucky, Mississippi, Nevada, New Jersey, 
Pennsylvania, South Carolina, Tennessee, Texas and Virginia) comprising approximately 17,665 units 
and approximately 2.34 million rentable square feet. We also had interests in 19 additional self storage 
facilities through preferred equity and/or minority interests. Of those interests, one has been deemed to be 
a controlling interest and is therefore consolidated in our consolidated financial statements as discussed in 
Note 2 therein.  Additionally, we have an interest in a net leased industrial property in California with 
356,000 rentable square feet leased to a single tenant.   

As we had no operations during 2007, no comparative information or discussion of 2007 results is 
presented.  Our operating results for the year ended December 31, 2008 include results for partial year 
periods for three self storage facilities that we owned as of December 31, 2008, while our operating 
results for the year ended December 31, 2009 include full year periods for those three self storage 
facilities plus partial year periods for our other 23 wholly-owned self storage facilities, interests in 19 
additional self storage facilities and our interest in the net leased industrial property; therefore, we believe 
there is little basis for comparison between the years ended December 31, 2009 and  2008.     

Operating Results for the Year Ended December 31, 2009 Compared to Year Ended December 
31, 2008 

Self Storage Rental Income 

Rental income for the year ended December 31, 2009 was $7,706,662, as compared to rental 
income for the year ended December 31, 2008 of $363,006.  The increase in rental income arises 
primarily from the acquisition of 23 properties during 2009, which we owned for an average of 4.1 
months, compared to the three properties we owned during 2008 for an average of 2.3 months.  We 
expect rental income to increase in future periods as we derive rental income for the entire year for 
properties acquired during 2009 and as we acquire additional self storage facilities.   

Property Operating Expenses 

Property operating expenses for the year ended December 31, 2009 were $3,980,882, as 
compared to property operating expenses for the year ended December 31, 2008 of $174,025.  Of these 
amounts, $857,864 and $54,485, respectively, were paid to affiliates.  The increase in property operating 
expenses arises primarily from the acquisition of 23 properties during 2009, which we owned for an 
average of 4.1 months, compared to the three properties we owned during 2008 for an average of 2.3 
months.   Property operating expenses include the costs to operate our facilities including payroll, 
utilities, insurance, real estate taxes, marketing, property management fees and asset management fees. 
We expect property operating expenses to increase in future periods as such expenses are incurred for the 
entire year for properties acquired during 2009 and as we acquire additional self storage facilities.   

General and Administrative Expenses 

General and administrative expenses for the year ended December 31, 2009 were $1,882,260, as 
compared to general and administrative expenses for the year ended December 31, 2008 of $1,247,654. 
Such expenses consist primarily of legal and accounting expenses, directors’ and officers’ insurance 
expense, an allocation of a portion of our Advisor’s payroll related costs and board of directors related 
costs. The increase in general and administrative expenses arises primarily from increased payroll, legal, 
accounting and professional expenses incurred to support our additional operations. We expect general 
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and administrative expenses to increase in future periods as we acquire additional self storage facilities, 
but expect such expenses to decrease as a percentage of total revenues. 

Depreciation and Intangible Amortization Expenses 

Depreciation and amortization expenses for the year ended December 31, 2009 were $4,291,401, 
as compared to depreciation and amortization expenses for the year ended December 31, 2008 of 
$259,991.  The increase in depreciation and amortization expenses arises primarily from the acquisition of 
23 properties during 2009.  Depreciation expense consists primarily of deprecation on the buildings and 
site improvements at our properties. Amortization expense consists of the amortization of intangible 
assets resulting from our acquisitions, including the REIT I Merger Transaction and the REIT II Merger 
Transaction. We expect depreciation and amortization expenses to increase in future periods as such 
expenses are incurred for the entire year for properties acquired during 2009 and as we acquire additional 
self storage facilities.  

Interest Expense 

Interest expense for the year ended December 31, 2009 was $1,877,750, as compared to interest 
expense of $141,555 for the year ended December 31, 2008.  The increase in interest expense arises from 
the increase in the number of our properties subject to debt obligations, primarily as a result of debt 
assumed in the REIT I Merger Transaction and the REIT II Merger Transaction. Interest expense relates 
to interest incurred on the promissory notes we have entered into to fund portions of our acquisitions of 
our self storage facilities and on the promissory notes related to the properties acquired in the REIT I 
Merger Transaction and the REIT II Merger Transaction.  We expect interest expense to increase in future 
periods as such expense is incurred for the entire year for properties acquired during 2009 and as we 
acquire additional self storage facilities subject to debt obligations. 

Property Acquisition Expenses 

 Property acquisition expenses for the year ended December 31, 2009 were $3,329,882, as 
compared to none for the year ended December 31, 2008.  Of these expenses for the year ended 
December 31, 2009, approximately $2,150,000 relates to acquisition related transaction costs incurred in 
connection with both closed and potential acquisitions.  The increase in property acquisition expenses 
arises primarily from the acquisition of 23 properties during 2009.  For the year ended December 31, 
2009, we incurred approximately $1,180,000 of non-recurring costs related to the REIT I Merger 
Transaction and the REIT II Merger Transaction. Under GAAP, beginning January 1, 2009, such 
acquisition costs are required to be expensed as incurred compared to the prior practice of capitalizing 
such costs and amortizing them over the estimated life of the assets acquired.  We expect property 
acquisition expenses to increase in future periods as we acquire additional self storage facilities.   

Other Financing Costs 

Other financing costs were none for the year ended December 31, 2009, as compared to $48,490 
for the year ended December 31, 2008, which represents costs incurred in seeking financing for the 
acquisition of two self storage facilities, which closed on September 25, 2008, which financing was 
ultimately not obtained.  

Funds From Operations 

We believe that funds from operations (“FFO”) provides relevant and meaningful information 
about our operating performance that is necessary, along with net income and cash flows, for an 
understanding of our operating results. Because FFO calculations exclude such factors as depreciation and 



 

52 
A KAM01 2037735 v14 
2914116-000003 03/29/2010 

amortization of real estate assets and gains from sales of operating real estate assets (which can vary 
among owners of identical assets in similar conditions based on historical cost accounting and useful life 
estimates), they facilitate comparisons of operating performance between periods and between other 
REITs. We believe that historical cost accounting for real estate assets in accordance with GAAP 
implicitly assumes that the value of real estate assets diminishes predictably over time. Since real estate 
values have historically risen or fallen with market conditions, many industry investors and analysts have 
considered the presentation of operating results for real estate companies that use historical cost 
accounting to be insufficient by themselves. As a result, we believe that the use of FFO, together with the 
required GAAP presentations, provides a more complete understanding of our performance relative to our 
competitors and a more informed and appropriate basis on which to make decisions involving operating, 
financing, and investing activities. Other REITs may not define FFO in accordance with the current 
National Association of Real Estate Investment Trusts (“NAREIT”) definition or may interpret the 
current NAREIT definition differently from us. 

FFO is a non-GAAP financial measure and does not represent net income as defined by GAAP. 
Net income as defined by GAAP is the most relevant measure in determining our operating performance 
because FFO includes adjustments that investors may deem subjective, such as adding back expenses 
such as depreciation and amortization. Accordingly, FFO should not be considered as an alternative to net 
income as an indicator of our operating performance.  

Our calculation of FFO, which we believe is consistent with the calculation of FFO as defined by 
NAREIT, is presented in the following table for the years ended December 31, 2009 and 2008: 

 

 Year Ended 
December 31, 2009 

Year Ended 
December 31, 2008 

 
Net loss attributable to Strategic 
Storage Trust, Inc. 

 
$ (7,302,896)

 
$ (1,504,293)

Add: 

     Depreciation      1,643,642      89,516
     Amortization of intangible assets             2,601,212      148,735

Deduct: 

     Adjustment for noncontrolling  
      interest – consolidated entity (1) (195,379) ___   ____-

FFO  (3,253,421)  (1,266,042)

Other Adjustments: 

     Acquisition expenses (2)     3,329,882 -

     Deferred financing               
amortization expense        165,121            88,427

FFO, as adjusted      $241,582 $ (1,177,615)
   

(1) Relates to our consolidated joint venture.  The noncontrolling interest holder’s share of our consolidated 
venture’s real estate depreciation and amortization of intangible assets was $58,027 and $137,352, respectively, for 
the year ended December 31, 2009.  

(2) In accordance with GAAP, as of January 1, 2009, acquisition related transaction costs are required to be 
expensed as incurred compared to the prior practice of capitalizing such costs and amortizing them over the 
estimated useful lives of the assets acquired. Such costs totaled  $3,329,882 for the year ended December 31, 2009. 
These costs have been and will continue to be funded with cash proceeds from our Primary Offering.  
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Cash Flows 

 A comparison of cash flows for operating, investing and financing activities for the years ended 
December 31, 2009 and 2008 is as follows: 
 
 Year Ended  
 December 31, 2009 December 31, 2008 Change 
Net cash flow provided by (used in):    

Operating activities $              (2,595,891) $              (1,106,248) $      (1,489,643)
Investing activities     (44,300,463)     (16,311,595)     (27,988,868)
Financing activities 68,060,180 19,831,475 48,228,705

 
Cash flows used in operating activities for the years ended December 31, 2009 and 2008 were 

approximately $2.6 million and $1.1 million, respectively, an increase in the use of cash of approximately 
$1.5 million. The increased use of cash compared to the prior period primarily relates to increased 
acquisition expenses due to the acquisition of additional self storage facilities throughout 2009. 

 Cash flows used in investing activities for the years ended December 31, 2009 and 2008 were 
approximately $44.3 million and $16.3 million, respectively, an increase in the use of cash of 
approximately $28 million.  The increase compared to the prior period primarily relates to the acquisition 
of additional self storage facilities throughout 2009. 

 Cash flows provided by financing activities for the years ended December 31, 2009 and 2008 
were approximately $68 million and $19.8 million, respectively, an increase in the cash provided of 
approximately $48.2 million. The increase in cash provided by financing activities over the prior period 
primarily relates to an increase in proceeds from our Offering. 

Liquidity and Capital Resources  

Short-Term Liquidity and Capital Resources 

We generally expect that we will meet our short-term operating liquidity requirements from the 
combination of proceeds of the Offering, net cash provided by property operations and advances from our 
Advisor which will be repaid, without interest, as funds are available after meeting our current liquidity 
requirements, subject to the limitations on reimbursement set forth in our Advisory Agreement with our 
Advisor.   Per the Advisory Agreement, all advances from our Advisor shall be reimbursed no less 
frequently than monthly, although our Advisor has indicated that it may waive such a requirement on a 
month-by-month basis.  The organizational and offering costs associated with the Offering will initially 
be paid by us or our Advisor.   Our Advisor must reimburse us within 60 days after the end of the month 
in which the Offering terminates to the extent we paid or reimbursed organization and offering costs 
(excluding sales commissions and dealer manager fees) in excess of 3.5% of the gross offering proceeds 
from the Primary Offering. Operating cash flows are expected to increase as properties are added to our 
portfolio.  
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Distribution Policy and Distributions 

 Our board of directors will determine the amount and timing of distributions to our stockholders 
and will base such determination on a number of factors, including funds available for payment of 
distributions, financial condition, capital expenditure requirements and annual distribution requirements 
needed to maintain our status as a REIT under the Code. Distributions will be paid to our stockholders as 
of the record date selected by our board of directors.  We declare and pay distributions monthly based on 
daily declaration and record dates so that investors may be entitled to distributions immediately upon 
purchasing our shares.  We expect to continue to regularly pay distributions unless our results of 
operations, our general financial condition, general economic conditions, or other factors inhibit us from 
doing so.  Distributions will be authorized at the discretion of our board of directors, which will be 
directed, in substantial part, by its obligation to cause us to comply with the REIT requirements of the 
Code.  The funds we receive from operations that are available for distribution may be affected by a 
number of factors, including the following: 

 the amount of time required for us to invest the funds received in the offering; 

 our operating and interest expenses; 

 the amount of distributions or dividends received by us from our indirect real estate 
investments; 

 our ability to keep our properties occupied; 

 our ability to maintain or increase rental rates; 

 capital expenditures and reserves for such expenditures; 

 the issuance of additional shares; and 

 financings and refinancings. 

The following data relates to the distributions paid in cash and reinvested in the years ended 
December 31, 2009 and 2008, respectively.  

 

       Distributions         

            
Quarter   Cash   Reinvested    Total   

        
1st Quarter 2009         $       223,731   $     155,943       $      379,674 
2nd Quarter 2009                  369,308         269,636              638,944 
3rd Quarter 2009             560,745         445,046      1,005,791 

4th Quarter 2009          1,479,785         929,160      2,408,945 

       $     2,633,569  $  1,799,785  $   4,433,354 
 

       Distributions         

            
Quarter    Cash   Reinvested    Total   

        
2nd Quarter 2008         $         1,399           $        850       $        2,249 
3rd Quarter 2008             54,535       23,725          78,260 

4th Quarter 2008           131,964       93,392        225,356 
   $     187,898  $  117,967   $   305,865 
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               The majority of our distributions were paid from proceeds from our Primary Offering and partly 
from funds received from operating activities. 

 During our Offering, when we may raise capital more quickly than we acquire income-producing 
assets, and for some period after our Offering, we may not be able to pay distributions from our cash 
flows from operations, in which case distributions may be paid in part from debt financing or from 
proceeds from the issuance of common stock.  

 Over the long-term, we expect that a greater percentage of our distributions will be paid from 
cash flows from operations. However, our operating performance cannot be accurately predicted and may 
deteriorate in the future due to numerous factors, including our ability to raise and invest capital at 
favorable yields, the financial performance of our investments in the current real estate and financial 
environment, the types and mix of investments in our portfolio and the accounting treatment of our 
investments in accordance with our accounting policies. As a result, future distributions declared and paid 
may exceed cash flow from operations.  

            Indebtedness 

As of December 31, 2009, we had $79,853,233 of outstanding consolidated indebtedness 
(excluding net unamortized debt discounts of $1,596,650).  The weighted average interest rate on our 
consolidated fixed rate indebtedness as of December 31, 2009 was approximately 6%.  As of December 
31, 2009, approximately $4,975,000 of our total consolidated indebtedness was variable rate debt. 

Long-Term Liquidity and Capital Resources  

On a long-term basis, our principal demands for funds will be for property acquisitions, either 
directly or through equity interests, for the payment of operating expenses and distributions, and for the 
payment of interest on our outstanding indebtedness. Generally, cash needs for items, other than property 
acquisitions, will be met from operations and proceeds received from the Offering.  However, there may 
be a delay between the sale of our shares and our purchase of properties that could result in a delay in the 
benefits to our stockholders, if any, of returns generated from our investment operations.  Our Advisor 
will evaluate potential additional property acquisitions and engage in negotiations with sellers on our 
behalf.  After a purchase contract is executed that contains specific terms, the property will not be 
purchased until the successful completion of due diligence, which includes, among other items, review of 
the title insurance commitment, an appraisal and an environmental analysis.  In some instances, the 
proposed acquisition will require the negotiation of final binding agreements, which may include 
financing documents.  During this period, we may decide to temporarily invest any unused proceeds from 
the Offering in certain investments that could yield lower returns than the properties.  These lower returns 
may affect our ability to make distributions.  

Potential future sources of capital include proceeds from the Offering, proceeds from secured or 
unsecured financings from banks or other lenders, proceeds from the sale of properties and undistributed 
funds from operations.  If necessary, we may use financings or other sources of capital in the event of 
unforeseen significant capital expenditures.  To the extent we are not able to secure additional financing 
in the form of a credit facility or other third party source of liquidity, we will be heavily dependent upon 
the proceeds of the Offering and income from operations in order to meet our long-term liquidity 
requirements and to fund our distributions. 
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    Contractual Obligations 

The following table summarizes our contractual obligations as of December 31, 2009: 

 Payments due by period: 
   Less than  After 
 Total 1 Year 1-3 Years 3- 5 Years 5 Years 
Mortgage interest $29,090,972 $5,112,914 $8,916,530 $8,092,914 $6,968,614 
Mortgage principal 79,853,233 3,751,354 8,709,336 3,717,581 63,674,962 

Total contractual obligations $108,944,205 $8,864,268 $17,625,866 $11,810,495 $70,643,576 

 
Subsequent Events  

Acquisitions 

On February 24, 2010, we acquired two self storage facilities located in Fort Lee, New Jersey and 
Weston, Florida, from an unaffiliated third party, for a total purchase price of $23,050,000, plus closing 
costs and acquisition fees. We paid cash for the entire purchase price and paid our Advisor an acquisition 
fee of $576,250 in connection with this acquisition. 

On March 10, 2010, we acquired a self storage facility located in Gulf Breeze, Florida from an 
unaffiliated third party, for a total purchase price of $1,225,000, plus closing costs and acquisition fees. 
We paid cash for the entire purchase price and paid our Advisor an acquisition fee of $30,625 in 
connection with this acquisition. 

Potential Acquisitions 

On February 11, 2010, our board of directors approved the potential acquisition of a facility located 
in Mesa, Arizona. The purchase price for the facility is approximately $3.7 million. We expect this 
acquisition to close by the end of the second quarter of 2010 using a combination of net proceeds from 
our initial public offering and the assumption of lender financing of approximately $3.2 million.  

On March 24, 2010, our board of directors approved the potential acquisition of a facility located in 
Fort Lauderdale, Florida. The purchase price for the facility is $14.35 million. We expect this acquisition 
to close by the end of the second quarter of 2010 using net proceeds from our initial public offering.  

On March 24, 2010, our board of directors approved the potential acquisition of a facility located 
in Riverdale, New Jersey. The purchase price for the facility is $6.3 million. We expect this acquisition to 
close by the end of the second quarter of 2010 using a combination of net proceeds from our initial public 
offering and a seller note of $4.8 million bearing interest at 4%. 

Offering Status  

As of March 24, 2010, in connection with our Offering we have issued approximately 12.7 
million shares of our common stock for gross proceeds of approximately $127 million.  

Declaration of Dividends  

On March 24, 2010, our board of directors declared a distribution rate for the second quarter of 
2010 of $0.00191781 per day per share on the outstanding shares of common stock (equivalent to an 
annual distribution rate of 7% assuming the share was purchased for $10) payable to stockholders of 
record of such shares as shown on our books at the close of business on each day during the period, 
commencing on April 1, 2010 and continuing on each day thereafter through and including June 30, 2010. 
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET 

RISK  

Market risk includes risks that arise from changes in interest rates, foreign currency exchange 
rates, commodity prices, equity prices and other market changes that affect market sensitive instruments.  
In pursuing our business plan, we expect that the primary market risk to which we will be exposed is 
interest rate risk. 

 
As of December 31, 2009, our debt consisted of $74,878,233 million in fixed rate debt and 

approximately $4,975,000 in variable rate debt. These instruments were entered into for other than trading 
purposes.  Changes in interest rates have different impacts on the fixed and variable portions of our debt 
portfolio. A change in interest rates on the fixed portion of our debt portfolio impacts its fair value but has 
no impact on interest incurred or cash flows. A change in interest rates on the variable portion of our debt 
portfolio, which includes a note with an interest rate floor, could impact the interest incurred and cash 
flows and its fair value. 

The following table summarizes annual debt maturities, average interest rates and estimated fair 
values on our outstanding debt as of December 31, 2009:                                  

 Year Ending December 31,     
 2010 2011 2012 2013 2014 Thereafter Total Fair Value 
Fixed rate debt $3,714,575 $514,678 $3,256,437 $833,269 $2,884,312 $63,674,962 $74,878,233 $73,281,583

Average interest 
rate 

6.05 % 6.02% 6.04% 6.05% 5.83% 6.10%   

    
Variable rate debt $36,779 $69,806 $4,868,415 $- $- $- $4,975,000 $4,975,000 

Average interest 
rate 

6.50% 6.50% 6.50%      

 

In the future, we may be exposed to the effects of interest rate changes primarily as a result of 
borrowings used to maintain liquidity and fund acquisition, expansion, and financing of our real estate 
investment portfolio and operations.  Our interest rate risk management objectives will be to limit the 
impact of interest rate changes on earnings and cash flows and to lower overall borrowing costs.  To 
achieve our objectives, we may borrow at fixed rates or variable rates.  We may also enter into derivative 
financial instruments such as interest rate swaps and caps in order to mitigate our interest rate risk on a 
related financial instrument.  We will not enter into derivative or interest rate transactions for speculative 
purposes.    

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA  

The financial statements and supplementary data filed as part of this annual report are set forth 
below beginning on page F-1 of this annual report.   

 
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON 

ACCOUNTING AND FINANCIAL DISCLOSURE  

There were no changes in or disagreements with our independent registered public accountant 
during the years ended December 31, 2009 and 2008. 
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ITEM 9A. CONTROLS AND PROCEDURES  

Disclosure Controls and Procedures  

 As of the end of the period covered by this report, management, including our chief executive 
officer and chief financial officer, evaluated the effectiveness of the design and operation of our 
disclosure controls and procedures. Based upon this evaluation, our 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 to ensure that information required to be disclosed in the reports we file and 
submit under the Exchange Act is recorded, processed, summarized and reported as and when required. 
Disclosure controls and procedures include, without limitation, controls and procedures designed to 
ensure that information required to be disclosed by us in the reports we file and submit under the 
Exchange Act is accumulated and communicated to our management, including our chief executive 
officer and our chief financial officer, as appropriate to allow timely decisions regarding required 
disclosure.  

Internal Control Over Financial Reporting  

Our management is responsible for establishing and maintaining adequate internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for us.  Our management, 
including our chief executive officer and chief financial officer, evaluated, as of December 31, 2009, the 
effectiveness of our internal control over financial reporting using the framework in Internal Control — 
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission.  Based on that evaluation, our management concluded that our internal control over 
financial reporting was effective as of December 31, 2009.  This annual report does not include an 
attestation report of our registered public accounting firm regarding internal control over financial 
reporting. Management's report was not subject to attestation by our registered public accounting firm 
pursuant to temporary rules of the SEC that permit us to provide only management's report in this annual 
report. 

There have been no changes in our internal control over financial reporting that occurred during 
the quarter ended December 31, 2009 that have materially affected, or are reasonably likely to materially 
affect, our internal control over financial reporting.  

 
 ITEM 9B. OTHER INFORMATION  

 

During the year ended December 31, 2009, there was no information required to be disclosed in a 
report on Form 8-K which was not disclosed in a report on Form 8-K. 
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PART III 

We expect to file a definitive Proxy Statement for our 2010 Annual Meeting of Stockholders (the 
“2010 Proxy Statement”) with the SEC, pursuant to Regulation 14A, not later than 120 days after the end 
of our fiscal year. Accordingly, certain information required by Part III has been omitted under General 
Instruction G(3) to Form 10-K and is incorporated by reference to the 2010 Proxy Statement. Only those 
sections of the 2010 Proxy Statement that specifically address the items required to be set forth herein are 
incorporated by reference.  

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE  

  The information required by this Item is incorporated by reference to the 2010 Proxy Statement to 
be filed with the SEC.  

 ITEM 11. EXECUTIVE COMPENSATION  

 The information required by this Item is incorporated by reference to the 2010 Proxy Statement to 
be filed with the SEC.   

 ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND 
MANAGEMENT AND RELATED STOCKHOLDER MATTERS  

The information required by this Item is incorporated by reference to the 2010 Proxy Statement to 
be filed with the SEC.   

 ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND 
DIRECTOR INDEPENDENCE  

The information required by this Item is incorporated by reference to the 2010 Proxy Statement to 
be filed with the SEC.   

 ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES  

The information required by this Item is incorporated by reference to the 2010 Proxy Statement to 
be filed with the SEC. 

PART IV  

 ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES  

 (a)  List of Documents Filed.  

       1. The list of the financial statements contained herein is set forth on page F-1 hereof.  

      2. Schedule III — Real Estate and Accumulated Depreciation is set forth beginning on page S-1 
hereof. All other schedules for which provision is made in the applicable accounting regulations of the 
SEC are not required under the related instructions or are not applicable and therefore have been omitted.  

       3. The Exhibits filed in response to Item 601 of Regulation S-K are listed on the Exhibit Index 
below.  

 (b) See (a)3 above.  

 (c) See (a)2 above.  
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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, in the City of Ladera Ranch, State of California, on March 30, 2010.  
  

  
STRATEGIC STORAGE TRUST, INC. 
  
By: 

  /s/ H. Michael Schwartz 

  H. Michael Schwartz 
 

 
Chief Executive Officer, President and 
Director 

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:  
  

             
   Signature   Title Date 
             
       

   
/s/ H. Michael Schwartz 

  
H. Michael Schwartz 

  
Chief Executive Officer, President 
and Director (Principal Executive 
Officer)  

  
March 30, 2010 

       

   

/s/ Michael S. McClure 

  
Michael S. McClure 

  

Chief Financial Officer and 
Treasurer  
(Principal Financial and Accounting 
Officer) 

  

March 30, 2010 

       

   
/s/ Harold “Skip” Perry 

  
Harold “Skip” Perry 

  
Independent Director  

  
March 30, 2010 

       

   
/s/ Timothy S. Morris 

  
Timothy S. Morris 

  
Independent Director 

  
March 30, 2010 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 
 

To the Board of Directors and 
Stockholders of Strategic Storage Trust, Inc. 

We have audited the accompanying consolidated balance sheets of Strategic Storage Trust, Inc. and 
Subsidiaries as of December 31, 2009 and 2008, and the related consolidated statements of operations, 
stockholders’ equity  and cash flows for the years ended December 31, 2009 and 2008 and the period 
from August 14, 2007 (date inception) through December 31, 2007.  In connection with our audits of the 
consolidated financial statements, we also have audited the financial statement schedule listed in the 
accompanying index.  Strategic Storage Trust’s management is responsible for these consolidated 
financial statements and the financial statement schedule. Our responsibility is to express an opinion on 
these consolidated financial statements and financial statement schedule based on our audits. 

We conducted our audits 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 company 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 company’s internal control over financial reporting. Accordingly, we express no 
such opinion. An audit also 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, 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 consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of Strategic Storage Trust, Inc. and Subsidiaries as of December 31, 2009 
and 2008, and the results of their operations and their cash flows for the years ended December 31, 2009 
and 2008 and the period from August 14, 2007 through December 31, 2007, in conformity with 
accounting principles generally accepted in the United States of America.  Also in our opinion, the related 
financial statement schedule, when considered in relation to the basic consolidated financial statements 
taken as a whole, presents fairly, in all material respects, the information set forth therein. 

 

/s/  REZNICK GROUP, P.C. 
 
  
 
Baltimore, Maryland  
March 30, 2010  
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STRATEGIC STORAGE TRUST, INC. AND SUBSIDIARIES  
CONSOLIDATED BALANCE SHEETS 

     

                                                                                                                                     December 31, 

 ASSETS 2009 2008 

Cash and cash equivalents $            23,778,458 $            2,614,632
Real estate facilities:  
            Land 53,116,165 3,512,365
            Buildings 89,798,903 10,474,575
            Site Improvements 12,143,292 1,179,784
 155,058,360 15,166,724
            Accumulated depreciation (1,733,158) (89,516)
             153,325,202 15,077,208
Escrow receivable 300,504 809,214
Prepaid expenses 544,211 390,627
Deferred financing costs, net of accumulated amortization 991,916 77,374
Intangible assets, net of accumulated amortization 13,717,520 728,354
Restricted cash 1,847,847 -
Investments in unconsolidated joint ventures 8,896,642 -
Other assets 299,003 122,574
Total assets $          203,701,303 $          19,819,983
   

LIABILITIES AND STOCKHOLDERS’ EQUITY  
   
Secured promissory notes $            78,256,583 $            4,000,000
Accounts payable and accrued liabilities               3,155,174               247,199
Due to affiliates 610,110 1,172,014
Distributions payable            975,516            113,306
Total liabilities 82,997,383 5,532,519
  
Commitments and contingencies (Note 7)    
     
Redeemable common stock 1,635,054 -
  
Stockholders’ equity:    
  
Strategic Storage Trust, Inc. stockholders’ equity:  
Common stock, $0.001 par value; 700,000,000 shares authorized; 

16,638,556 and 2,080,559  shares issued and outstanding at December 
31, 2009 and 2008, respectively 16,639 2,081

Additional paid-in capital 125,714,066 16,108,127
Distributions (5,540,748) (419,171)
Accumulated deficit (8,807,189) (1,504,293)
    Total Strategic Storage Trust, Inc. stockholders’ equity 111,382,768 14,186,744
  
Noncontrolling interest in operating partnership 63,533 100,720
Other noncontrolling interests 7,622,565 -
    Total noncontrolling interests 7,686,098 100,720
Total stockholders’ equity 119,068,866 14,287,464
Total liabilities and stockholders’ equity $          203,701,303 $          19,819,983

 

See notes to consolidated financial statements.
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STRATEGIC STORAGE TRUST, INC. AND SUBSIDIARIES  
CONSOLIDATED STATEMENTS OF OPERATIONS 

Years Ended December 31, 2009 and 2008 and the Period from August 14, 2007 through December 31, 2007  
 

 2009 2008 2007 
   
Revenues:                       
    Self storage rental income $                     7,706,662 $                        363,006 $                                —
    Ancillary operating income                 168,481                               2,645 —
       Total revenues                       7,875,143                       365,651 —
 

Operating expenses: —
  Property operating expenses                    3,123,018                           119,540 —
  Property operating expenses – affiliates                          857,864                          54,485 —
  General and administrative                        1,882,260                  1,247,654 —
  Depreciation                       1,690,189                          111,256 —
  Intangible amortization expense           2,601,212                           148,735 —
    Total operating expenses                10,154,543                        1,681,670 —
Operating loss                 (2,279,400)                   (1,316,019) —
 
Other income (expense): 

Interest expense                 (1,877,750)                        (141,555) —
Deferred financing amortization expense                        (165,121)                          (88,427) —
Property acquisition expenses - affiliates (1,564,792) — —
Other property acquisition expenses (1,765,090) — —
Equity in earnings of real estate ventures 240,956 — —
Interest income                              5,217                             27,126 —
Other financing costs                   —                          (48,490) —
Other             1,461                          (27,678) —

Net loss    (7,404,519)    (1,595,043) —
Less: Net loss attributable to the noncontrolling 
interest in our operating partnership  23,186 90,750

—

Net loss attributable to other noncontrolling 
interests 78,437 — —

Net loss attributable to Strategic Storage Trust, 
Inc. 

$                  (7,302,896) $                  (1,504,293) $                                —

   
Net loss per share – basic  $                           (1.00) $                           (2.50) $                                —
Net loss per share – diluted $                           (1.00) $                           (2.50) $                                —
Weighted average shares outstanding - basic 7,272,042 601,403 93
Weighted average shares outstanding - diluted 7,272,042 601,403 93

 
 
 
 
 

See notes to consolidated financial statements.
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STRATEGIC STORAGE TRUST, INC. AND SUBSIDIARIES  
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 

Years Ended December 31, 2009 and 2008 and the Period from August 14, 2007 through December 31, 2007  

See notes to consolidated financial statements.

 Number of 
Common 

Stock 
Additional 

Paid-in  Accumulated 
Non-

controlling  
 Shares Par Value Capital Distributions Deficit Interests Total 
        
Balance as of August 
14, 2007 —    $            —    $                —   $                   — $                      — $                 —   $                       — 
Proceeds from 
noncontrolling interest 
purchase — — — — — 200,000 200,000 
Gross proceeds from 
issuance of common 
stock    100                   1                999   —                     — —        1,000 
Balance as of 
December 31, 2007          100                 1              999                      —                       — 200,000                    201,000 
Gross proceeds from 
issuance of common 
stock     2,068,042     2,068 

  
20,664,901 —                     —                     — 20,666,969 

Offering costs           —            —   (4,675,728) —                    — —   (4,675,728) 

Distributions ($0.70 per 
share annualized)           — 

   
—                 — (419,171)                     — —   (419,171) 

Distributions for 
noncontrolling interests           — 

   
—                 — —                    — (8,530) (8,530) 

Issuance of shares for 
distribution 
reinvestment plan 12,417 

   
12 

  
117,955                —                     — — 

  
117,967 

Net loss            —        —               —               —   (1,504,293) (90,750) (1,595,043) 
Balance as of 
December 31, 2008          2,080,559  

   
2,081    16,108,127          (419,171)         (1,504,293)         100,720          14,287,464 

Gross proceeds from 
issuance of common 
stock 8,188,873 8,188 81,717,624 — — — 81,725,812 

Offering costs — — (9,488,920) — — — (9,488,920) 
Additions to redeemable 
common stock — — (1,803,450) — — — (1,803,450) 
Redemptions of 
common stock (11,916) (12) (114,283) — — — (114,295) 
Issuance of restricted 
stock 1,250 3 — — — — 3 
Distributions ($0.70 per 
share) — — — (5,121,577) — — (5,121,577) 
Distributions for 
noncontrolling interests — — — — — (138,999) (138,999) 
Issuance of shares for 
distribution 
reinvestment plan 189,451 189 1,799,596 — — — 1,799,785 
Shares issued in mergers 
with private REITs 6,190,339 6,190 37,468,810 — — — 37,475,000 
Noncontrolling interest 
acquired in mergers 
with private REITs — — — — — 7,826,000 7,826,000 
Stock based 
compensation expense — — 26,562 — — — 26,562 

Net loss — — — — (7,302,896) (101,623) (7,404,519) 
Balance as of 
December 31, 2009 16,638,556 $      16,639 $ 125,714,066  $   (5,540,748) $        (8,807,189) $     7,686,098 $       119,068,866 
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STRATEGIC STORAGE TRUST, INC. AND SUBSIDIARIES  
CONSOLIDATED STATEMENTS OF CASH FLOWS 

Years Ended December 31, 2009 and 2008 and the Period from August 14, 2007 through December 31, 2007  
 

 2009  2008 2007 
Cash flows from operating activities: 

     

Net loss  $       (7,404,519)   $       (1,595,043) $                    —
Adjustments to reconcile net loss to cash used in operating activities:  

Depreciation and amortization expense 4,456,522 348,417 —
Noncash interest expense 98,506 — —
Expense related to issuance of restricted stock 26,565 — —
Equity in income of unconsolidated joint ventures (208,212) — —
Distributions from unconsolidated joint ventures 201,353 — —

Increase (decrease) in cash from changes in assets and liabilities:    
Restricted cash 272,886 — —
Prepaid expenses (91,913) (122,845) —
Other assets (12,894) (2,445) —
Accounts payable and other accrued liabilities 158,115 247,199 —
Due to affiliates (92,300) 18,469 —

Net cash used in operating activities (2,595,891) (1,106,248) —
Cash flows from investing activities: 

Purchase of real estate  (44,847,171) (16,043,813) —
Cash acquired in mergers with private REITs 712,692 — —
Additions to real estate facilities (165,984) — —
Deposits on acquisition of real estate facilities — (267,782) —
Net cash flows used in investing activities (44,300,463) (16,311,595) —

Cash flows from financing activities: 
Payments on secured promissory notes (5,184,737) — —
Proceeds from issuance of secured promissory note 4,975,000 4,000,000 —
Deferred financing costs (1,079,663) (165,800) —
Gross proceeds from issuance of common stock 81,725,812 20,666,969 1,000
Redemptions of common stock (114,295) — —
Offering costs (9,488,920) (4,675,728) —
Gross proceeds from noncontrolling interest investment — — 200,000
Escrow receivable 508,710 (809,214) —
Due to affiliates (509,159) 1,011,676 —
Distributions paid (2,633,569) (187,898) —
Distributions paid to noncontrolling interests (138,999) (8,530) —
Net cash flows provided by financing activities 68,060,180 19,831,475 201,000
Increase in cash and cash equivalents 21,163,826 2,413,632 201,000
Cash and cash equivalents, beginning of period 2,614,632        201,000 —

  Cash and cash equivalents, end of period $        23,778,458  $          2,614,632   $           201,000 
Supplemental disclosures of non-cash transactions: 
Cash paid for interest $          1,350,752  $             141,555 $                    —
Distributions payable $             975,516      $             113,306     $                    —
Issuance of shares pursuant to distribution reinvestment plan $          1,799,785    $             117,967   $                    —
Purchase of furniture and equipment $                    —  $             141,869  $                    —
Investing activities related to the mergers with REIT I and REIT II and acquisitions 

of real estate:  
Real estate investments $      (99,917,829) $                          — $                    —
Intangible assets $      (10,818,000) $                          — $                    —
Investments in unconsolidated entities $        (8,889,783) $                          — $                    —
Other assets $        (2,333,227) $                          — $                    —
Other liabilities $          2,795,006 $                          — $                    —
Debt assumed $        74,575,525 $                          — $                    —
Noncontrolling interests $          7,826,000 $                          — $                    —
Common stock issued $        37,475,000 $                          — $                    —
Cash acquired in merger $             712,692   $                          — $                    —

See notes to consolidated financial statements.
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Note 1. Organization  

Strategic Storage Trust, Inc., a Maryland corporation (the “Company”), was formed on 
August 14, 2007 under the Maryland General Corporation Law for the purpose of engaging in the 
business of investing in self storage facilities. The Company’s year end is December 31. As used in this 
report, “we” “us” and “our” refer to Strategic Storage Trust, Inc.  

Strategic Capital Holdings, LLC, a Virginia limited liability company (our “Sponsor”), is the 
sponsor of our initial public offering. Our Sponsor was formed on July 21, 2004 to engage in private 
structured offerings of limited partnerships and other entities with respect to the acquisition, management 
and disposition of commercial real estate assets. Our Sponsor owns a majority of Strategic Storage 
Holdings, LLC, which is the sole member of our advisor and our property manager.  

Our advisor is Strategic Storage Advisor, LLC, a Delaware limited liability company (our 
“Advisor”) which was formed on August 13, 2007. Our Advisor is responsible for managing our affairs 
on a day-to-day basis and identifying and making acquisitions and investments on our behalf under the 
terms of an advisory agreement we have with our Advisor (our “Advisory Agreement”). Some of the 
officers of our Advisor are also officers of our Sponsor and the Company.  

On August 24, 2007, our Advisor purchased 100 shares of our common stock for $1,000 and 
became our initial stockholder. Our Articles of Amendment and Restatement authorize 700,000,000 
shares of common stock with a par value of $0.001 and 200,000,000 shares of preferred stock with a par 
value of $0.001. We are currently offering a maximum of 110,000,000 shares of common stock, 
consisting of 100,000,000 shares for sale to the public (the “Primary Offering”) and 10,000,000 shares for 
sale pursuant to our distribution reinvestment plan (collectively, the “Offering”).  

On March 17, 2008, the Securities and Exchange Commission (“SEC”) declared our registration 
statement effective. Shares will be offered until March 17, 2011 under the Offering, which is three years 
after the effective date of the Offering.  On May 22, 2008, we satisfied the minimum offering 
requirements of the Primary Offering and commenced formal operations. As of December 31, 2009, in 
connection with our Offering, we had issued approximately 10.4 million shares of our common stock for 
gross proceeds of approximately $104.3 million. In addition to the Offering, in September 2009 we also 
issued approximately 6.2 million shares in connection with two mergers with private real estate 
investment trusts sponsored by our Sponsor (see Note 3). 

Our dealer manager, U.S. Select Securities LLC, a Virginia limited liability company (our 
“Dealer Manager”) is one of our affiliates. Our Dealer Manager is responsible for marketing our shares 
being offered pursuant to the Offering. We intend to invest the net proceeds from the Offering primarily 
in self storage facilities and related self storage real estate investments.  

Our property manager is Strategic Storage Property Management, LLC, a Delaware limited 
liability company (our “Property Manager”), which was formed in August 2007 to manage our properties. 
Our Property Manager will derive substantially all of its income from the property management services 
it will perform for us.  

Our operating partnership, Strategic Storage Operating Partnership, L.P., a Delaware limited 
partnership (our “Operating Partnership”), was formed on August 14, 2007. On August 24, 2007, our 
Advisor purchased a limited partnership interest in our Operating Partnership for $200,000 and on 
August 24, 2007, we contributed the initial $1,000 capital contribution we received to our Operating 
Partnership in exchange for the general partner interest. Our Operating Partnership owns, directly or 
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indirectly through one or more special purpose entities, all of the self storage properties that we acquired, 
other than the properties acquired in the two mergers with private real estate investment trusts described 
in Note 3. We will conduct certain activities (such as selling packing supplies and locks and renting trucks 
or other moving equipment) through our taxable REIT subsidiaries (the “TRSs”), which are wholly-
owned subsidiaries of the Company.   

As we accept subscriptions for shares of our common stock, we transfer substantially all of the 
net proceeds of the Offering to our Operating Partnership as capital contributions in exchange for 
additional units of interest in our Operating Partnership.  However, we are deemed to have made capital 
contributions in the amount of the gross offering proceeds received from investors and the Operating 
Partnership is deemed to have simultaneously paid the sales commissions and other costs associated with 
the Offering.  In addition, our Operating Partnership is structured to make distributions with respect to 
limited partnership units that will be equivalent to the distributions made to holders of our common stock.  
Finally, a limited partner in our Operating Partnership may later exchange his or her limited partnership 
units in our Operating Partnership for shares of our common stock at any time after one year following 
the date of issuance of their limited partnership units, subject to certain restrictions as outlined in the 
limited partnership agreement.  We are the sole general partner of our Operating Partnership and our 
Advisor is currently the only limited partner of our Operating Partnership.  Our Advisor is prohibited 
from exchanging or otherwise transferring its limited partnership units so long as it is acting as our 
Advisor pursuant to our Advisory Agreement. 

On September 25, 2008, we acquired our first two self storage facilities and as of December 31, 
2008 we owned three self storage facilities.  On September 24, 2009, through mergers with two private 
real estate investment trusts sponsored by our Sponsor, we acquired 11 of our wholly-owned facilities and 
all of the preferred equity and/or minority interests described below (see Note 3).  As of December 31, 
2009, we wholly-owned 26 self storage facilities located in 14 states (Alabama, Arizona, California, 
Florida, Georgia, Kentucky, Mississippi, Nevada, New Jersey, Pennsylvania, South Carolina, Tennessee, 
Texas and Virginia) comprising  approximately 17,665 units and approximately 2.34 million rentable 
square feet. We also had interests in 19 additional self storage facilities through preferred equity and/or 
minority interests. Of those interests, one has been deemed to be a controlling interest and is therefore 
consolidated in our consolidated financial statements as discussed in Note 2.  Additionally, we have an 
interest in a net leased industrial property in California with 356,000 rentable square feet leased to a 
single tenant.  

Note 2. Summary of Significant Accounting Policies  

Basis of Presentation 

             The accompanying consolidated financial statements have been prepared in accordance with U.S. 
generally accepted accounting principles (“GAAP”) as contained within the Financial Accounting 
Standards Board (“FASB”) Accounting Standards Codification (“ASC”) and the rules and regulations of 
SEC.  

 Effective September 15, 2009, the ASC was established as the single source of authoritative 
nongovernmental GAAP. Prior to the issuance of the ASC, all GAAP pronouncements were issued in 
separate topical pronouncements in the form of statements, staff positions or Emerging Issues Task Force 
Abstracts, and were referred to as such. While the ASC does not change GAAP, it introduces a new 
structure and supersedes all previously issued non-SEC accounting and reporting standards. In addition to 
the ASC, the Company is still required to follow SEC rules and regulations relating to the preparation of 
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financial statements. The Company’s accounting policies are consistent with the guidance set forth by 
both ASC and the SEC.  

Reclassifications  

 Certain amounts previously reported in our 2008 financial statements have been reclassified to 
conform to the fiscal 2009 presentation, including reclassifications pertaining to noncontrolling interests 
required by newly implemented accounting standards described below. 

           Principles of Consolidation 

Our financial statements, the financial statements of our Operating Partnership, including its 
wholly-owned subsidiaries, the financial statements of Self Storage REIT I, Inc. (“REIT I”) and Self 
Storage REIT II, Inc. (“REIT II”) (see Note 3), and the accounts of variable interest entities (VIEs) for 
which we are the primary beneficiary are consolidated in the accompanying consolidated financial 
statements.  The portion of these entities not wholly-owned by the Company is presented as 
noncontrolling interests both as of and during the periods presented. All significant intercompany 
accounts and transactions have been eliminated in consolidation. 

 Consolidation Considerations for our Investments in Joint Ventures  

GAAP requires a VIE to be consolidated by its primary beneficiary.  The primary beneficiary is 
the party that absorbs a majority of the VIE’s anticipated losses and/or a majority of the expected returns.    
The Company has entered into contracts/interests that are deemed to be variable interests, those variable 
interests include both lease agreements and equity investments.  For each of these variable interests, the 
Company has evaluated (1) the sufficiency of the entity’s equity investments at risk to absorb losses; (2) 
that as a group the holders of the equity investments at risk have (a) the direct or indirect ability through 
voting rights to make decisions about the entity’s significant activities, (b) the obligation to absorb the 
expected losses of the entity and that its obligations are not protected directly or indirectly and, (c) the 
right to receive the expected residual return of the entity and its rights are not capped; and (3) whether the 
voting rights of these investors are not proportional to their obligations to absorb the expected losses of 
the entity, their rights to receive the expected returns of the entity, or both, and that substantially all of the 
entity’s activities do not involve or are not conducted on behalf of an investor that has disproportionately 
few voting rights.   

As of December 31, 2008, we had not invested in any joint ventures.  As of December 31, 2009, 
through the merger with  REIT I, we acquired a 10% interest in a self storage property located in San 
Francisco, California (“SF property”) which was deemed to be a VIE of which we are the primary 
beneficiary. The SF property is therefore consolidated in our consolidated financial statements.  The SF 
property is owned by a Delaware Statutory Trust (DST) and by virtue of the trust agreement the investors 
in the trust have no direct or indirect ability through voting rights to make decisions about the DST’s 
significant activities. The REIT I operating partnership (the “REIT I Operating Partnership”) has also 
entered into a lease agreement for the SF property, in which the REIT I Operating Partnership is the 
tenant, that exposes it to the majority of the VIE’s anticipated losses and/or a majority of the expected 
returns. The lease has an initial term of ten years beginning on December 19, 2006. The initial term of the 
lease may be extended at the option of the REIT I Operating Partnership for up to four successive five 
year terms. The consolidated joint venture has real estate assets of approximately $17.5 million and 
intangible assets of approximately $1 million. We have also consolidated approximately $10.1 million of 
secured promissory notes and approximately $7.6 million of noncontrolling interest related to this entity 
based on the estimated acquisition date fair values.  The lenders of the secured promissory notes have no 
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recourse to other Company assets.   Our Sponsor has entered into an agreement to indemnify us for any 
losses as a result of potential shortfalls in the lease payments required to be made by the REIT I Operating 
Partnership. Despite such indemnification, we continue to be deemed the primary beneficiary as our 
Sponsor is not deemed to have a variable interest in the SF property.  For additional information on 
unconsolidated VIE’s, see the “Equity Investments” section in this Note. 

Use of Estimates  

The preparation of the consolidated financial statements in conformity with accounting principles 
generally accepted in the United States requires management to make estimates and assumptions that 
affect the amounts reported in the consolidated financial statements and accompanying notes. The current 
economic environment has increased the degree of uncertainty inherent in these estimates and 
assumptions.  Management adjusts such estimates when facts and circumstances dictate.  The most 
significant estimates made include the allocation of property purchase price to tangible and intangible 
assets acquired and liabilities assumed at fair value, the determination if certain entities should be 
consolidated, the evaluation of potential impairment of long-lived assets and of assets held by equity 
method investees, and the useful lives of real estate assets and intangibles.   Actual results could 
materially differ from those estimates.  

Cash and Cash Equivalents  

The Company considers all short-term, highly liquid investments that are readily convertible to 
cash with a maturity of three months or less at the time of purchase to be cash equivalents.  

The Company may maintain cash equivalents in financial institutions in excess of insured limits, 
but believes this risk is mitigated by only investing in or through major financial institutions.   

Restricted Cash 

Restricted cash consists of impound reserve accounts for property taxes, insurance and capital 
improvements in connection with the requirements of certain of our loan agreements.  

Real Estate Purchase Price Allocation  

As of January 1, 2009, we account for acquisitions in accordance with amended accounting 
guidance which requires that we allocate the purchase price of the property to the tangible and intangible 
assets acquired and the liabilities assumed based on estimated fair values. Acquisitions of portfolios of 
facilities are allocated to the individual facilities based upon an income approach or a cash flow analysis 
using appropriate risk adjusted capitalization rates which take into account the relative size, age, and 
location of the individual facility along with current and projected occupancy and rental rate levels or 
appraised values, if available. Allocations to the individual assets and liabilities are based upon 
comparable market sales information for land and estimates of depreciated replacement cost of 
equipment, building and site improvements. In allocating the purchase price, we determine whether the 
acquisition includes intangible assets or liabilities. Substantially all of the leases in place at acquired 
properties are at market rates, as the majority of the leases are month-to-month contracts. Accordingly, to 
date we have not allocated any portion of the purchase price to above or below market leases. We also 
consider whether in-place, market leases represent an intangible asset. The Company recorded 
$14,697,237 and $877,089 in intangible assets to recognize the value of in-place leases related to its 
acquisitions in 2009 and 2008, respectively.  Additionally, we do not expect, nor to date have we recorded 
intangible assets for the value of tenant relationships because we will not have concentrations of 
significant tenants and the average tenant turnover is fairly frequent. Our acquisition-related transaction 
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costs are required to be expensed as incurred, compared to the prior practice of capitalizing such costs and 
amortizing them over the estimated useful life of the assets acquired. During the year ended December 31, 
2009, we expensed approximately $3,330,000 of acquisition related transaction costs (see Notes 3 and 4). 

Evaluation of Possible Impairment of Long-Lived Assets  

Management will continually monitor events and changes in circumstances that could indicate 
that the carrying amounts of our long-lived assets, including those held through joint ventures, may not be 
recoverable. When indicators of potential impairment are present that indicate that the carrying amounts 
of the assets may not be recoverable, we will assess the recoverability of the assets by determining 
whether the carrying value of the long-lived assets will be recovered through the undiscounted future 
operating cash flows expected from the use of the asset and its eventual disposition. In the event that such 
expected undiscounted future cash flows do not exceed the carrying value, we will adjust the value of the 
long-lived assets to the fair value and recognize an impairment loss.  As of December 31, 2009 and 2008, 
no impairment losses have been recognized. 

Equity Investments 

The Company’s investments in unconsolidated real estate joint ventures and VIEs in which the 
Company is not the primary beneficiary, where the Company has significant influence, but not control, 
are recorded under the equity method of accounting in the accompanying consolidated financial 
statements. Under the equity method, the Company’s investment in real estate ventures are stated at cost 
and adjusted for the Company’s share of net earnings or losses and reduced by distributions. Equity in 
earnings of real estate ventures is generally recognized based on the allocation of cash distributions upon 
liquidation of the investment in accordance with the joint venture agreements. 

Investments representing passive preferred equity and/or minority interests (less than 20%) are 
accounted for under the cost method. Under the cost method, the Company’s investment in real estate 
ventures are carried at cost and adjusted for other-than-temporary declines in fair value, distributions 
representing a return of capital and additional investments.    

As of December 31, 2009, through the mergers with REIT I and REIT II, we acquired five 
preferred equity and/or minority interests in unconsolidated joint ventures, all of which were deemed to 
be VIEs in which we are not the primary beneficiary.  Four of those investments were passive or limited 
partner interests in self storage facilities and are accounted for under the cost method; our aggregate 
investment therein was approximately $1.2 million.  Individually our ownership interest in those 
investments ranges from .28% to 11.5%; the carrying value of the investments ranged from approximately 
$27,000 to $610,000 and our risk of loss was limited to our individual investment therein.   

The remaining interest is in a net leased industrial property (“Hawthorne Property”) in California 
with 356,000 rentable square feet leased to a single tenant.  This investment is accounted for under the 
equity method of accounting and our risk of loss is limited to our investment, including our maximum 
exposure under the terms of a debt guarantee. We own a 12% interest in Westport LAX LLC, the joint 
venture that acquired the Hawthorne Property.  Hawthorne LLC, an affiliate of our Sponsor, owns 78% of 
Westport LAX LLC, and we have a preferred equity interest in Hawthorne LLC which receives 
distributions equal to 10% per annum on our investment of approximately $6.1 million. The preferred 
equity interest has a redemption date in November 2010, subject to extension at our sole discretion. The 
preferred equity interest may be called at any time in whole or part by Hawthorne LLC or redeemed at 
any time by us.  We, along with four non-affiliated parties, are guarantors on the $18,500,000 loan used to 
secure the Hawthorne Property; the loan has a maturity date of May 1, 2010 and has one 12-month 
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extension option if certain provisions are met. Such extension is currently in the process of being  
completed and we believe the extension will be completed prior to the maturity date. 

Revenue Recognition  

Management believes that all of our leases are operating leases. Rental income is recognized in 
accordance with the terms of the leases, which generally are month-to-month. Revenues from any long-
term operating leases will be recognized on a straight-line basis over the term of the lease. The excess of 
rents received over amounts contractually due pursuant to the underlying leases is included in accounts 
payable and accrued liabilities in our consolidated balance sheets and contractually due but unpaid rent is 
included in other assets.  

Allowance for Doubtful Accounts 

Tenant accounts receivable are reported net of an allowance for doubtful accounts.  
Management’s estimate of the allowance is based upon a review of the current status of tenant accounts 
receivable.  It is reasonably possible that management’s estimate of the allowance will change in the 
future. 

Depreciation of Real Property Assets  

Our management is required to make subjective assessments as to the useful lives of our 
depreciable assets. We consider the period of future benefit of the asset to determine the appropriate 
useful lives.  

Depreciation of our real property assets is charged to expense on a straight-line basis over the 
estimated useful lives as follows:  

Description  Standard Depreciable Life 

Land Not Depreciated 
Buildings 30 to 40 years 
Site Improvements 7 to 15 years 

Corporate assets, consisting primarily of furniture, fixtures and equipment are depreciated on a 
straight-line basis over the estimated useful lives ranging from 3 to 5 years, and are included in other 
assets on our consolidated balance sheets.  

Intangible Assets 

The Company has allocated a portion of its real estate purchase price to in-place leases.  The 
Company is amortizing in-place leases on a straight-line basis over the estimated future benefit period. As 
of December 31, 2009 and 2008, accumulated amortization of in-place lease intangibles totaled 
$2,749,947 and $148,735, respectively. 

The total estimated amortization expense of intangible assets for the years ended December 31, 
2010, 2011, 2012 and 2013 is approximately $6 million, $5.3 million, $2 million and $360,000, 
respectively. 
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Amortization of Deferred Financing Costs  

Costs incurred in connection with obtaining financing are deferred and amortized on a straight-
line basis over the term of the related loan, which is not materially different than the effective interest 
method. As of December 31, 2009 and 2008, accumulated amortization of deferred financing costs totaled 
$87,747 and $88,427, respectively. 

Organizational and Offering Costs  

Our Advisor may fund organization and offering costs on our behalf. We are required to 
reimburse our Advisor for such organization and offering costs; provided, however, our Advisor must 
reimburse us within 60 days after the end of the month in which the Offering terminates to the extent we 
paid or reimbursed organization and offering costs (excluding sales commissions and dealer manager 
fees) in excess of 3.5% of the gross offering proceeds from the Primary Offering. Such costs will be 
recognized as a liability when we have a present responsibility to reimburse our Advisor, which is defined 
in our Advisory Agreement as the date we satisfied the minimum offering requirements of the Primary 
Offering (which occurred on May 22, 2008). If at any point in time we determine that the total 
organization and offering costs are expected to exceed 3.5% of the gross proceeds anticipated to be 
received from the Primary Offering, we will recognize such excess as a capital contribution from our 
Advisor. As of December 31, 2009, we do not believe total organization and offering costs will exceed 
3.5% of the gross proceeds anticipated to be received from the Primary Offering. Offering costs are 
recorded as an offset to additional paid-in capital, and organization costs are recorded as an expense.  

Redeemable Common Stock   

The Company has adopted a share redemption program that may enable stockholders to sell their 
shares to the Company in limited circumstances. 

There are several limitations on the Company’s ability to redeem shares under the share 
redemption program including, but not limited to: 
 
  •   Unless the shares are being redeemed in connection with a stockholder’s death, “qualifying 

disability” (as defined under the share redemption program) or bankruptcy, the Company may not 
redeem shares until the stockholder has held his or her shares for one year.  

  
•   During any calendar year, the Company will not redeem in excess of 5% of the weighted-average 

number of shares outstanding during the prior calendar year.  
  •   The cash available for redemption is limited to the proceeds from the sale of shares pursuant to 

our distribution reinvestment plan. 
 •   The Company has no obligation to redeem shares if the redemption would violate the restrictions 

on distributions under Maryland law, which prohibits distributions that would cause a corporation 
to fail to meet statutory tests of solvency.  

    
See Note 7 for further discussion of our share redemption program. 

 The Company’s board of directors may amend, suspend or terminate the share redemption 
program with 30 days’ notice to its stockholders. The Company may provide this notice by including such 
information in a Current Report on Form 8-K or in the Company’s annual or quarterly reports, all 
publicly filed with the SEC, or by a separate mailing to its stockholders.  
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 The Company records amounts that are redeemable under the share redemption program as 
redeemable common stock in the accompanying consolidated balance sheets since the shares are 
mandatorily redeemable at the option of the holder and therefore their redemption is outside the control of 
the Company. The maximum amount redeemable under the Company’s share redemption program is 
limited to the number of shares the Company could repurchase with the amount of the net proceeds from 
the sale of shares under the distribution reinvestment plan. However, accounting guidance states that 
determinable amounts that can become redeemable but that are contingent on an event that is likely to 
occur (e.g., the passage of time) should be presented as redeemable when such amount is known. 
Therefore, the net proceeds from the distribution reinvestment plan are considered to be temporary equity 
and are presented as redeemable common stock in the accompanying consolidated balance sheets.  

 In addition, current accounting guidance requires, among other things, that financial instruments 
that represent a mandatory obligation of the Company to repurchase shares be classified as liabilities and 
reported at settlement value. The Company’s redeemable common shares are contingently redeemable at 
the option of the holder. When the Company determines it has a mandatory obligation to repurchase 
shares under the share redemption program, it will reclassify such obligations from temporary equity to a 
liability based upon their respective settlement values.  

 During the year ended December 31, 2009, the Company redeemed 11,916 shares of common 
shares for $114,295. As of December 31, 2009, there were approximately 18,200 shares related to 
redemption requests to be processed subsequent to December 31, 2009. The redemption of these shares 
will total approximately $168,000 and was reclassified from redeemable common stock to accounts 
payable and accrued liabilities in the consolidated balance sheets as of December 31, 2009.  

Accounting for Equity Awards 

The cost of restricted stock is required to be measured based on the grant-date fair value and the 
cost to be recognized over the relevant service period. See Note 6 for additional information. 

Fair Value Measurements 

The accounting standard for fair value measurements and disclosures defines fair value, 
establishes a framework for measuring fair value, and provides for expanded disclosure about fair value 
measurements.  The accounting standard was applied to the Company’s financial assets and liabilities 
effective January 1, 2008, and to certain non-financial assets and liabilities effective January 1, 2009.  
Fair value is defined by the accounting standard for fair value measurements and disclosures as the 
exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the 
principal or most advantageous market for the asset or liability in an orderly transaction between market 
participants on the measurement date.  It also establishes a fair value hierarchy that prioritizes observable 
and unobservable inputs used to measure fair value into three levels.  The following summarizes the three 
levels of inputs and hierarchy of fair value the Company uses when measuring fair value: 

 Level 1 inputs utilize quoted prices (unadjusted) in active markets for identical assets or liabilities 
that the Company has the ability to access; 

 Level 2 inputs may include quoted prices for similar assets and liabilities in active markets, as 
well as interest rates and yield curves that are observable at commonly quoted intervals; and 
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 Level 3 inputs are unobservable inputs for the assets or liabilities that are typically based on an 
entity’s own assumptions as there is little, if any, related market activity. 

In instances where the determination of the fair value measurement is based on inputs from 
different levels of the fair value hierarchy, the fair value measurement will fall within the lowest level that 
is significant to the fair value measurement in its entirety.   

The accounting guidance for fair value measurements and disclosures provides a framework for 
measuring fair value and establishes a fair value hierarchy which requires an entity to maximize the use of 
observable inputs and minimize the use of unobservable inputs when measuring fair value.  In 
determining fair value, we utilize valuation techniques that maximize the use of observable inputs and 
minimize the use of unobservable inputs to the extent possible as well as consider counterparty credit risk 
in our assessment of fair value.  Considerable judgment is necessary to interpret Level 2 and 3 inputs in 
determining fair value of our financial and non-financial assets and liabilities.  Accordingly, there can be 
no assurance that the fair values we present herein are indicative of amounts that may ultimately be 
realized upon sale or other disposition of these assets. 

Financial and non-financial assets and liabilities measured at fair value on a non-recurring basis 
in our consolidated financial statements consist of real estate and related assets and investments in 
unconsolidated joint ventures and related liabilities assumed and common stock issued related to 
acquisitions we made during 2009.  The fair values of these assets, liabilities and common stock were 
determined as of the acquisition dates using widely accepted valuation techniques, including (i) 
discounted cash flow analysis, which considers, among other things, leasing assumptions, growth rates, 
discount rates and terminal capitalization rates, (ii) income capitalization approach, which considers 
prevailing market capitalization rates, and (iii) comparable sales activity.  In general, we consider 
multiple valuation techniques when measuring fair values.  However, in certain circumstances, a single 
valuation technique may be appropriate.  All of the fair values of the assets, liabilities and common stock 
as of the acquisition dates were derived using Level 3 inputs. 

The carrying amounts of cash and cash equivalents, tenant accounts receivable, other assets, 
accounts payable and accrued liabilities, distributions payable and amounts due to affiliates approximate 
fair value because of the relatively short-term nature of these instruments.  The carrying value of the 
secured promissory notes approximates fair value based upon management’s estimates of current interest 
rates and terms available to the Company. 

Noncontrolling Interest in Consolidated Entities 

As of January 1, 2009, we account for the noncontrolling interest in our Operating Partnership in 
accordance with amended accounting guidance. Due to our control through our general partnership 
interest in our Operating Partnership and the limited rights of the limited partner, our Operating 
Partnership, including its wholly-owned subsidiaries, is consolidated with the Company and the limited 
partner interest is reflected as a noncontrolling interest in the accompanying consolidated balance sheets.  
The noncontrolling interest was initially reported as the $200,000 capital investment from the Advisor 
and was subsequently adjusted for the limited partner’s share of losses and distributions. In addition, we 
account for the noncontrolling interest in the SF property in accordance with the amended accounting 
guidance. The noncontrolling interests shall continue to be attributed their share of income and losses, 
even if that attribution results in a deficit noncontrolling interest balance. With the adoption of the 
amended accounting guidance, the minority interest previously classified in the “mezzanine” section of 
the consolidated balance sheet has been reclassified as a component of stockholders’ equity, and minority 
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interest’s share of loss is no longer being reflected in net loss.  As a result, the consolidated balance sheet 
as of December 31, 2008 and the consolidated statement of operations for the year ended December 31, 
2008 have been restated to conform to the current presentation. 

Income Taxes  

We made an election to be taxed as a Real Estate Investment Trust (“REIT”), under Sections 856 
through 860 of the Internal Revenue Code of 1986, as amended (the “Code”), commencing with our 
taxable year ended December 31, 2008. To qualify as a REIT, we must meet certain organizational and 
operational requirements, including a requirement to currently distribute at least 90% of the REIT’s 
ordinary taxable income to stockholders. As a REIT, we generally will not be subject to federal income 
tax on taxable income that we distribute to our stockholders. If we fail to qualify as a REIT in any taxable 
year, we will then be subject to federal income taxes on our taxable income at regular corporate rates and 
will not be permitted to qualify for treatment as a REIT for federal income tax purposes for four years 
following the year during which qualification is lost unless the IRS grants us relief under certain statutory 
provisions. Such an event could materially adversely affect our net income and net cash available for 
distribution to stockholders. However, we believe that we will be organized and operate in such a manner 
as to qualify for treatment as a REIT and intend to operate in the foreseeable future in such a manner that 
we will remain qualified as a REIT for federal income tax purposes.  

Even if we qualify for taxation as a REIT, we may be subject to certain state and local taxes on 
our income and property, and federal income and excise taxes on our undistributed income. 

We have filed an election to treat the TRSs as taxable REIT subsidiaries.  In general, the TRSs 
may perform additional services for tenants of the Company and generally may engage in any real estate 
or non-real estate related business. The TRSs are subject to corporate federal and state income tax. The 
TRSs follow accounting guidance which requires the use of the asset and liability method. Deferred 
income taxes will represent the tax effect of future differences between the book and tax bases of assets 
and liabilities.  

For the years ended December 31, 2009 and 2008, 100% of our distributions constituted non-
taxable returns of capital.   

Per Share Data  

Basic earnings per share attributable for all periods presented are computed by dividing net 
income (loss) by the weighted average number of shares outstanding during the period. Diluted earnings 
per share are computed by dividing net income (loss) by the weighted average number of shares 
outstanding, including all restricted stock grants as though fully vested. For the year ended December 31, 
2009, 6,250 shares of unvested restricted stock were not included in the diluted weighted average shares 
as such shares were antidilutive. 

Newly Adopted Accounting Guidance 

In April 2008, the FASB amended guidance concerning the determination of the useful lives of 
intangible assets relating to the factors that should be considered in developing renewal or extension 
assumptions used in determining the useful life of a recognized intangible asset.  This new guidance 
applies prospectively to intangible assets that are acquired individually or with a group of other assets in 
business combinations and asset acquisitions and was adopted by the Company effective January 1, 2009. 
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Recently Issued Accounting Guidance 

  In June 2009, the FASB issued guidance related to the consolidation of VIEs. This amended 
guidance  requires an enterprise to evaluate former qualified special purpose entities for consolidation, 
changes the approach to determining a VIE’s primary beneficiary from a quantitative assessment to a 
qualitative assessment designed to identify a controlling financial interest, and increases the frequency of 
required reassessments to determine whether a company is the primary beneficiary of a VIE.  It also 
clarifies, but does not significantly change, the characteristics that identify a VIE.  The guidance is 
effective for periods beginning after November 15, 2009.  We are in process of evaluating the impact of 
this statement on our consolidated financial statements and the impact is unknown at this time. 

 In June 2009, the FASB issued amended guidance related to accounting for transfers of financial 
assets, which requires entities to provide more information regarding sales of securitized financial assets 
and similar transactions, particularly if the entity has continuing exposure to the risks related to 
transferred financial assets. The amended guidance eliminates the concept of a “qualifying special-
purpose entity,” changes the requirements for derecognizing financial assets and requires additional 
disclosures. This guidance is effective for fiscal years beginning after November 15, 2009. We are in 
process of evaluating the impact of this statement on our consolidated financial statements and the impact 
is unknown at this time. 

 On February 24, 2010, the FASB issued new guidance that updates guidance issued in May 2009 
which establishes principles and requirements for subsequent events.  This guidance was effective 
immediately and applies to the accounting for and disclosure of subsequent events not addressed in other 
applicable GAAP.  The adoption of this guidance did not have a material impact on the Company’s 
financial position, results of operations, or cash flows 

Note 3. Merger with Private REITs   

Merger with REIT I 

On September 24, 2009, we closed on a merger (“REIT I Merger Transaction”) with REIT I, a 
private real estate investment trust sponsored by our Sponsor, pursuant to an Agreement and Plan of 
Merger (“REIT I Merger Agreement”), as amended, with REIT I and SS REIT I Acquisition, Inc. (“REIT 
I Merger Sub”). The REIT I Merger Agreement contained a closing condition requiring REIT I to obtain 
any and all consents required by loan documents relating to properties owned by REIT I. Without 
acknowledging whether consent was required, REIT I attempted to notify or obtain consent from the 
various loan servicers for each REIT I property. In light of the structure of the REIT I Merger Transaction 
whereby REIT I survived the merger and each special purpose entity borrower remained unchanged and 
the length of time it was taking the loan servicers to take definitive action, our board of directors and the 
board of directors of REIT I decided to waive this last remaining closing condition and proceed to close 
the REIT I Merger Transaction. Several of the loan consents have been obtained and we are uncertain as 
to whether or when the remaining consents will be received.  

The REIT I Merger Agreement provided for the merger of REIT I Merger Sub, our wholly-owned 
subsidiary, with and into REIT I, which resulted in REIT I becoming our wholly-owned subsidiary. We 
exchanged 1.05 shares of our common stock for each 1.0 share of REIT I common stock as consideration 
for the REIT I Merger Transaction. On the closing date, REIT I stockholders became our stockholders 
with each of their shares of REIT I common stock being converted to unregistered shares of our common 
stock at the ratio set forth above. In this regard, we issued approximately 3.46 million shares of common 
stock to the stockholders of REIT I.  
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REIT I wholly-owned six self storage facilities in Florida, South Carolina, Tennessee and Texas, 
comprising approximately 5,270 units and 759,600 rentable square feet, including drive-up, climate-
controlled, RV, store-front and office units. REIT I also owned preferred equity and/or minority interests 
in three self storage facilities located in California and Maryland, comprising approximately 2,900 units 
and 401,000 rentable square feet, and an interest in a net leased industrial property in California with 
356,000 rentable square feet leased to a single tenant.  

Merger with REIT II  

On September 24, 2009, we closed on a merger (“REIT II Merger Transaction”) with REIT II, a 
private real estate investment trust sponsored by our Sponsor, pursuant to an Agreement and Plan of 
Merger (“REIT II Merger Agreement”), as amended, with REIT II and SS REIT II Acquisition, Inc. 
(“REIT II Merger Sub”). The REIT II Merger Agreement contained a closing condition requiring REIT II 
to obtain any and all consents required by loan documents relating to properties owned by REIT II. 
Without acknowledging whether consent was required, REIT II attempted to notify or obtain consent 
from the various loan servicers for each REIT II property. In light of the structure of the REIT II Merger 
Transaction whereby REIT II survived the merger and each special purpose entity borrower remained 
unchanged and the length of time it was taking the loan servicers to take definitive action, our board of 
directors and the board of directors of REIT II decided to waive this last remaining closing condition and 
proceed to close the REIT II Merger Transaction. Several of the loan consents have been obtained and we 
are uncertain as to whether or when the remaining consents will be received.  

The REIT II Merger Agreement provided for the merger of REIT II Merger Sub, our wholly-
owned subsidiary, with and into REIT II, which resulted in REIT II becoming our wholly-owned 
subsidiary. We exchanged 1.0 shares of our common stock for each 1.0 share of REIT II common stock 
as consideration for the REIT II Merger Transaction. On the closing date, REIT II stockholders became 
our stockholders with each of their shares of REIT II common stock being converted to unregistered 
shares of our common stock at the ratio set forth above. In this regard, we issued approximately 
2.73 million shares of common stock to the stockholders of REIT II.  

REIT II wholly-owned four self storage facilities in Alabama, Nevada, and Texas and owned a 
majority interest in another self storage facility in California, comprising approximately 3,125 units and 
477,900 rentable square feet, including drive-up, climate-controlled, RV, store-front, wine storage and 
parking units. REIT II also owned minority interests in three entities with properties located in Alabama, 
Georgia, North Carolina and Texas, comprising approximately 9,950 units and 1.3 million rentable square 
feet.  

Additional Information on the REIT I Merger Transaction and REIT II Merger Transaction 

During the quarter ended December 31, 2009, the Company finalized the purchase price 
accounting for the REIT I Merger Transaction and the REIT II Merger Transaction and made revisions to 
preliminary estimates including  real estate facilities, intangible assets, investments in unconsolidated 
joint ventures, secured promissory notes, noncontrolling interest and the fair value of the consideration 
provided, as further evaluations were completed and additional information was received from third 
parties subsequent to the acquisition date. 

The final consideration provided for the REIT I Merger Transaction was $20,953,000, the fair 
value of the Company’s common stock issued. The final consideration provided for the REIT II Merger 
Transaction was $16,522,000, the fair value of the Company’s common stock issued. The Company 
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engaged a third party to assist in the determination of the fair value of the assets acquired, secured 
promissory notes assumed and the consideration issued.   

The following table summarizes the preliminary purchase price allocation and the adjustments 
required upon finalization of the purchase price accounting to the assets acquired and liabilities assumed 
at the acquisition date including the estimated value of the noncontrolling interest in the SF property at 
the acquisition date: 

  
 

 
Preliminary 

 Measurement 
Period Final 

Description REIT I REIT II Consolidated Adjustments Consolidated 

Cash and cash 
equivalents 

$227,835 $484,857 $712,692 $                 - $712,692

Real estate facilities:      

     Land 19,240,000 26,550,000 45,790,000 (8,570,000) 37,220,000

     Buildings 33,420,000 17,330,000 50,750,000 (3,330,000) 47,420,000

     Site Improvements 3,170,000 3,130,000 6,300,000 1,500,000 7,800,000

Intangible assets 3,920,354 3,149,667 7,070,021 3,747,979 10,818,000

Prepaid expenses 45,338 40,489 85,827 (24,156) 61,671

Restricted cash 1,650,401 470,332 2,120,733 - 2,120,733

Investments in 
unconsolidated joint 
ventures 

8,364,058 542,732 8,906,790 (17,007) 8,889,783

Other assets 142,328 88,909 231,237 (80,414) 150,823

Investment in Lake 
Forest 
property/minority 
interest 

2,357,438 (2,357,438) - - -

Accounts payable and 
accrued liabilities 

(1,828,877) (590,093) (2,418,970) (162,494) (2,581,464)

Due to affiliates (13,405) (26,150) (39,555) - (39,555)

Distributions payable (84,916) (89,071) (173,987) - (173,987)

Secured promissory 
notes 

(37,903,074) (29,104,323) (67,007,397) (90,299) (67,097,696)

Noncontrolling interest (7,826,000) - (7,826,000) - (7,826,000)

Total allocated 
purchase price to net 
assets acquired 

$24,881,480 $19,619,911 $44,501,391 $(7,026,391) $37,475,000
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The operating results of the facilities acquired through the REIT I Merger Transaction and REIT 
II Merger Transaction have been included in the Company’s statement of operations since the date of the 
mergers. For the year ended December 31, 2009, the consolidated statement of operations includes total 
revenue from the REIT I Merger Transaction and REIT II Merger Transaction of approximately 
$2,916,000. For the year ended December 31, 2009, the consolidated statement of operations includes 
operating income (before depreciation and amortization) from the REIT I Merger Transaction and REIT 
II Merger Transaction of approximately $1,742,000.  The weighted-average amortization period of the 
intangibles as of the date of acquisition was 35 months. In accordance with accounting guidance, the 
quarterly information disclosed in Note 10 has been revised to reflect the finalization of purchase price 
accounting.   

The properties described above were subject to various mortgages which are further described in 
Note 5.  The weighted average interest rate of the fixed rate debt assumed through the mergers was 
approximately 6%.  

 In connection with the REIT I Merger Transaction, our Advisor was reimbursed $250,000 for its 
actual costs associated with the REIT I Merger Transaction. 

 

Note 4. Acquisitions of Real Estate Facilities 

The following summarizes the activity in real estate facilities during the years ended December 
31, 2009 and 2008: 

 

Cost:      December 31, 2009          December 31, 2008 

Beginning balance $            15,166,724      $                      - 
Facility acquisitions      47,285,652   15,145,252 
Mergers      92,440,000 - 
Improvements and equipment 
additions 

          165,984         21,472 

Ending balance $          155,058,360 $     15,166,724 
   
Accumulated Depreciation:   

Beginning balance                 $    89,516 $                      - 
Depreciation expense                  1,643,642                       89,516 
Ending balance                $1,733,158          $           89,516 
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2009 and 2008 Acquisitions  

The following table summarizes our acquisitions, excluding the REIT I Merger Transaction and 
the REIT II Merger Transaction, for the years ended December 31, 2009 and 2008: 

Property 
Acquisition 

Date 
Real Estate 

Assets Intangibles 

 
 

Other 
Assets Total  

Debt 
Assumed 
or Issued 

(1)  

2009 
Revenue 

(2) 

2009 
Operating 

Income 
(2) (3) 

Biloxi - Biloxi, MS 9/25/2008 $3,366,378 $               - $    -   $3,366,378 $1,100,372    N/A N/A 
Gulf Breeze –  
Gulf Breeze, FL 9/25/2008 6,987,049 780,358 

 
- 7,767,407 2,899,628 N/A 

   
N/A 

Manassas  - Manassas, 
VA 12/19/2008 4,791,825 96,731 - 4,888,556 - N/A 

 
N/A 

2008 Total  15,145,252 877,089             - 16,022,341 4,000,000 N/A N/A 
         

Walton -Walton, KY 2/12/2009 3,284,959 366,410 $3,305 3,654,674 1,707,412 344,229 
 

181,082 
Crescent Springs - 
Crescent Springs, KY 2/12/2009 1,917,801 208,667 1,398 2,127,866 763,074 275,551 

 
134,814 

Florence –  
Florence, KY 2/12/2009 3,531,629 375,811 2,309 3,909,749 1,821,803 450,458 

 
272,250 

Alpharetta – 
Alpharetta, GA 6/1/2009 4,812,736 560,000 5,670  5,378,406 - 368,436 

 
192,593 

Marietta –  
Marietta, GA 6/1/2009 3,765,806 450,000 

 
5,788 4,221,594 - 367,779 

 
194,064 

Erlanger –  
Erlanger, KY 7/17/2009 3,029,059 392,575 3,783 3,425,417 - 228,811 122,778 

Florence II – Florence, 
KY 7/17/2009 5,748,225 522,938 3,420 6,274,583 - 365,413 

 
211,328 

Jersey City –  
Jersey City, NJ 8/21/2009 10,625,000 974,681 25,319 11,625,000 - 558,186 

 
312,722 

Montgomery - 
Montgomery, AL 9/3/2009 3,587,773 209,713 2,514 3,800,000 2,977,829 138,159 

 
83,924 

Phoenix –  
Phoenix, AZ 9/4/2009 1,940,000 59,106 894 2,000,000 - 56,551 

 
2,116 

Pittsburgh - Pittsburgh, 
PA 12/11/2009 2,059,214 303,668 - 2,362,882 - 24,441 

 
6,351 

West Mifflin – West 
Mifflin, PA 12/11/2009 2,983,450 353,668 - 3,337,118 - 36,359 

 
9,362 

2009 Total    47,285,652   4,777,237   54,400   52,117,289     7,270,118   3,214,373   1,723,384 

Total     $62,430,904 $5,654,326 $54,400 $68,139,630 $11,270,118 $3,214,373 $1,723,384 

(1) - See Note 5 for specific terms of the Company’s debt. 
(2) - The operating results of the facilities acquired above have been included in the Company’s 

statement of operations since their respective acquisition date. 
(3) - Operating income excludes depreciation and amortization expense. 

All of the above transactions were acquired from unaffiliated third parties. 

During the quarter ended December 31, 2009, the Company finalized the purchase price 
accounting for the above 2009 acquisitions and made revisions to preliminary estimates including real 
estate facilities and intangible assets as further evaluations were completed and additional information 
was received from third parties subsequent to the acquisition dates. 
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The following table summarizes the preliminary purchase price allocations and the adjustments 
required upon finalization of the purchase price accounting to the assets acquired and liabilities assumed 
at the respective acquisition dates: 

  
Preliminary 

 Measurement 
Period  

Adjustments 

  
Final 

Real estate 
facilities 

$ 44,113,542  $ (1,870,554)  $ 42,242,988 

Intangible assets 2,500,000  1,619,901  4,119,901 
Other assets 11,458  42,942  54,400 
Secured promissory 
notes (7,477,829) 

 
207,711 

 
(7,270,118) 

Total allocated 
purchase price to 
net assets acquired $ 39,147,171 

 

$   -  

 

$ 39,147,171 
 
In accordance with accounting guidance, the quarterly information disclosed in Note 10 has been 

revised to reflect the finalization of purchase price accounting retroactive to the date of acquisition.  

The weighted-average amortization period of the intangibles as of the date of acquisition was 28 
months.  

Note 5. Secured Promissory Notes 

The Company’s secured promissory notes are summarized as follows: 

December 31, December 31, Interest Maturity
Encumbered Property 2009 2008 Rate Date

Crescent Springs 800,000$               -                  5.00% 2/11/2014
Florence, Walton 3,700,000              -                  5.00% 2/11/2014
Biloxi, Gulf Breeze 4,975,000              4,000,000       (1) 6.50% (2) 3/1/2012
Montgomery 2,967,038              -                  6.42% 6/1/2016
Seabrook 4,709,307              -                  5.73% 1/1/2016
Greenville 2,359,937              -                  5.65% 3/1/2016
Kemah 9,191,016              -                  6.20% 6/1/2016
Memphis 2,604,000              -                  5.67% 12/1/2016
Tallahasse 7,650,000              -                  6.16% 8/1/2016
Houston 2,119,313              -                  5.67% 8/1/2016
San Francisco 10,500,000            -                  5.84% 12/1/2016
Lake Forest 18,000,000            -                  6.47% 10/1/2017
Las Vegas 3,255,000              -                  7.52% 5/23/2010
Las Vegas II 1,540,000              -                  5.72% 6/1/2017
Pearland 3,500,000              -                  5.93% 7/1/2017
Daphne 1,982,622              -                  5.47% 8/1/2020

Net fair value adjustment (1,596,650)             -                  
Total mortgage loans and notes payable 78,256,583$          4,000,000$     

Carrying Value as of:

 

(1)  The balance outstanding as of December 31, 2008 was due under a prior note.  The interest rate on 
that note was 13%.  This note was paid in full on March 16, 2009 with the proceeds from the current note. 
 

(2) The interest rate on this debt resets monthly, based on three-month LIBOR plus 450 basis points 
(4.5%) and has a floor of 6.50%.  The rate in effect as of December 31, 2009 was 6.50%. 
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The following table presents the future principal payment requirements on outstanding secured 

promissory notes at December 31, 2009: 

2010 3,751,354$                       
2011 584,484                            
2012 8,124,852                         
2013 833,269                            
2014 2,884,312                         
2015 and thereafter 63,674,962                       

Total payments 79,853,233                       
Unamortized fair value adjustment (1,596,650)                       
Total payments 78,256,583$                      

The Company records the amortization of debt discounts related to fair market value adjustments 
to deferred financing amortization expense.  The weighted average interest rate of the Company’s fixed 
rate debt as of December 31, 2009 was approximately 6%. 

Loans Assumed in Connection with the REIT I Merger Transaction and the REIT II Merger 
Transaction 

In connection with the REIT I Merger Transaction and the REIT II Merger Transaction (see Note 
3), the Company assumed approximately $68.6 million of face value mortgage debt.  At the time of the 
assumption the fixed rate debt had a weighted average interest rate of approximately 6% and an average 
term to maturity of approximately 7 years.  The Company recorded a net debt discount as of the 
acquisition date of $1,487,000 to reflect the estimated fair value of the debt assumed.  These mortgage 
loans are secured by the related properties. 

Walton, Crescent Springs and Florence 

In connection with the acquisition of these properties we issued the seller promissory notes 
totaling $4.5 million. These notes mature on February 12, 2014 and bear a fixed interest rate of 5% per 
annum during the first three of their five year terms and 6% per annum during the final two years of their 
five year terms. Mandatory payments of principal totaling $2.5 million are due on February 12, 2012. The 
notes are secured by a mortgage, security agreement and financing statement on our interest in each of the 
three properties and are cross-collateralized.  

BB&T Loan 

On March 16, 2009, we, through two wholly-owned subsidiaries of our Operating Partnership, 
entered into a loan agreement and related secured promissory notes with BB&T Real Estate Funding LLC 
(“BB&T”) in the amount of $4,975,000 (collectively, the “BB&T Loan”).  Proceeds from the BB&T 
Loan were used to pay off in full a note payable dated September 25, 2008, in the amount of $4,000,000, 
and to pay loan fees and closing costs in the amount of approximately $210,000, with additional proceeds 
to be used to fund future acquisitions and operating expenses.  The BB&T Loan matures on April 1, 2012 
and bears a variable interest rate of three-month LIBOR plus 450 basis points (4.50%), with a minimum 
interest rate to be charged of 6.50% per annum.  The interest rate will be adjusted monthly throughout the 
term of the BB&T Loan.  We paid total loan fees in the amount of 1.5% of the funded loan amount.  The 
BB&T Loan provides for interest-only payments during the first year of the loan term.  During the second 
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and third years of the loan term, monthly principal and interest payments shall be payable based on a 30-
year amortization schedule in the second year and a 25-year amortization schedule in the third year.  After 
March 31, 2010, we may prepay all of the BB&T Loan upon 30 days’ written notice to BB&T.   

  The BB&T Loan is secured by a deed of trust on our interest in our Biloxi property, a mortgage 
on our interest in our Gulf Breeze property, and the improvements, rents, furniture, fixtures and other 
items relating to both properties.  In addition, we executed a guaranty in favor of BB&T guaranteeing the 
payment of the BB&T Loan.  Upon the payoff of the BB&T Loan, we shall owe BB&T an exit fee in the 
amount of 1% of the loan proceeds, half of which shall be waived by BB&T if the payoff is accomplished 
with financing provided by BB&T or one of its affiliates.   

Montgomery Loan 

In connection with the acquisition of the Montgomery property, we assumed a note of 
approximately $3 million (the “Montgomery Note”).  The Montgomery Note bears a fixed interest rate of 
6.42% and requires monthly payments of principal and interest through its maturity date in June 2016.  
The Montgomery Note is secured by a mortgage, security agreement and financing statement on our 
interest in the property. 
 
Note 6. Related Party Transactions  

Fees to Affiliates  

Our Advisory Agreement with our Advisor and dealer manager agreement  (“Dealer Manager 
Agreement”) with our Dealer Manager entitle our Advisor and our Dealer Manager to specified fees upon 
the provision of certain services with regard to the Offering and investment of funds in real estate 
properties, among other services, as well as reimbursement for organizational and offering costs incurred 
by our Advisor on our behalf and reimbursement of certain costs and expenses incurred by our Advisor in 
providing services to us.  

Pursuant to the terms of the agreements described above, the following summarizes the related 
party costs incurred for the years ended December 31, 2009 and 2008:  

 Year Ended Year Ended
December 31, 2009 December 31, 2008

Expensed
Reimbursement of operating expenses
   (including organizational costs) 761,117$         1,206,272$             
Asset management fees 474,010           32,067                    
Property management fees 383,854           22,418                    
Acquisition fees and acquisition expenses 1,564,792        -                          

Capitalized
Acquisition fees and closing costs -                  419,700                  
Prepaid expenses and other assets -                  184,282                  

Additional Paid-in Capital
Selling commissions 5,699,761        1,443,133               
Dealer management fee 2,442,755        618,486                  
Reimbursements of offering costs 1,346,405        2,614,110               

Total 12,672,694$   6,540,468$             
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As of December 31, 2009 and 2008, we had amounts due to affiliates totaling $610,110 and 
$1,172,014, respectively. 

 
Organizational and Offering Costs  
 
Organizational and offering costs of the Offering may be paid by our Advisor on our behalf and 

will be reimbursed to our Advisor from the proceeds of the Offering. Organizational and offering costs 
consist of all expenses (other than sales commissions and the dealer manager fee) to be paid by us in 
connection with the Offering, including our legal, accounting, printing, mailing and filing fees, charges of 
our escrow holder and other accountable offering expenses, including, but not limited to, (i) amounts to 
reimburse our Advisor for all marketing related costs and expenses such as salaries and direct expenses of 
employees of our Advisor and its affiliates in connection with registering and marketing our shares; 
(ii) technology costs associated with the Offering; (iii) our costs of conducting our training and education 
meetings; (iv) our costs of attending retail seminars conducted by participating broker-dealers; and 
(v) payment or reimbursement of bona fide due diligence expenses. Our Advisor must reimburse us 
within 60 days after the end of the month which the Offering terminates to the extent we paid or 
reimbursed organization and offering costs (excluding sales commissions and dealer manager fees) in 
excess of 3.5% of the gross offering proceeds from the Primary Offering.  

Advisory Agreement  

We do not expect to have any employees. Our Advisor is primarily responsible for managing our 
business affairs and carrying out the directives of our board of directors.  Our Advisor receives various 
fees and expenses under the terms of our Advisory Agreement. As discussed above, we are required under 
our Advisory Agreement to reimburse our Advisor for organization and offering costs; provided, 
however, our Advisor must reimburse us within 60 days after the end of the month in which the Offering 
terminates to the extent we paid or reimbursed organization and offering costs (excluding sales 
commissions and dealer manager fees) in excess of 3.5% of the gross offering proceeds from the Primary 
Offering. Our Advisory Agreement also requires our Advisor to reimburse us to the extent that offering 
expenses including sales commissions, dealer manager fees and organization and offering expenses are in 
excess of 15% of gross proceeds from the Offering. Our Advisor receives acquisition fees equal to 2.5% 
of the contract purchase price of each property we acquire plus reimbursement of acquisition expenses 
estimated to be 1.0% of the contract purchase price. Our Advisor also receives a monthly asset 
management fee for managing our assets equal to 0.0833% of the aggregate asset value, as defined, of our 
assets. The monthly asset management fees for our properties acquired through our September 24, 2009 
mergers are equal to 2.0% of the gross revenues from the properties and are paid to affiliates of our 
Sponsor. Under our Advisory Agreement, our Advisor receives fees in an amount equal to up to one-half 
of the total real estate commission paid but in no event to exceed an amount equal to 3.0% of the contract 
sale price for each property we sell as long as our Advisor provides substantial assistance in connection 
with the sale. The total disposition fees paid (including fees paid to third parties) may not exceed the 
lesser of a competitive real estate commission or an amount equal to 6.0% of the contract sale price of the 
property. Our Advisor may also be entitled to various subordinated fees if we (1) list our shares of 
common stock on a national exchange, (2) terminate our Advisory Agreement, or (3) liquidate our 
portfolio. The advisors of REIT I and REIT II are entitled to various fees related to their properties if we 
(1) dispose of a property, (2) liquidate our portfolio, or (3) terminate their advisory agreement.  

Our Advisory Agreement provides for reimbursement of our Advisor’s direct and indirect costs 
of providing administrative and management services to us. Commencing four fiscal quarters after the 
acquisition of our first real estate asset, our Advisor must pay or reimburse us the amount by which our 
aggregate annual operating expenses, as defined, exceed the greater of 2% of our average invested assets 
or 25% of our net income, as defined, unless a majority of our independent directors determine that such 
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excess expenses were justified based on unusual and non-recurring factors. For any fiscal quarter for 
which total operating expenses for the 12 months then ended exceed the limitation, we will disclose this 
fact in our next quarterly report or within 60 days of the end of that quarter and send a written disclosure 
of this fact to our stockholders.  In each case the disclosure will include an explanation of the factors that 
the independent directors considered in arriving at the conclusion that the excess expenses were 
justified. For the year ended December 31, 2009, our aggregate annual operating expenses, as defined, did not 
exceed the thresholds described above. 

Dealer Manager Agreement  

Our Dealer Manager receives a sales commission of up to 7.0% of gross proceeds from sales in 
the Primary Offering and a dealer manager fee equal to up to 3.0% of gross proceeds from sales in the 
Primary Offering under the terms of our Dealer Manager Agreement.  Our Dealer Manager has entered 
into participating dealer agreements with certain other broker-dealers which authorizes them to sell our 
shares. Upon sale of our shares by such broker-dealers, our Dealer Manager will re-allow all of the sales 
commissions paid in connection with sales made by these broker-dealers. Our Dealer Manager may also 
re-allow to these broker-dealers a portion of the 3.0% dealer manager fee as marketing fees, 
reimbursement of certain costs and expenses of attending training and education meetings sponsored by 
our Dealer Manager, payment of attendance fees required for employees of our Dealer Manager or other 
affiliates to attend retail seminars and public seminars sponsored by these broker-dealers, or to defray 
other distribution-related expenses. Our Dealer Manager also receives reimbursement of bona fide due 
diligence expenses up to 0.5% of the gross proceeds from sales in the Primary Offering. 

Property Management Agreement  

Our Property Manager receives a fee for its services in managing our properties, except for those 
properties acquired in the REIT I Merger Transaction, equal to 6.0% of the gross revenues from the 
properties plus reimbursement of the direct costs of managing the properties under our property 
management agreement. The properties acquired in the REIT I Merger Transaction are managed by an 
affiliate of our Sponsor and a portion of those property management fees are paid to a third party property 
manager. As a condition of the REIT II Merger Transaction, the monthly property management fees for 
properties acquired through the REIT II Merger Transaction have been waived until the FFO, as defined 
in the merger agreement, relating to the REIT II Merger Transaction reaches $0.70 per share. In the event 
that our Property Manager assists with the development or redevelopment of a property, we may pay a 
separate market-based fee for such services.  

Employee and Director Long-Term Incentive Plan  

We have adopted an Employee and Director Long-Term Incentive Plan (the “Plan”) which 
provides for the grant of awards to our directors and full-time employees (should we ever have 
employees), directors and full-time employees of our Advisor, affiliate entities and full-time employees of 
such entities that provide services to us, and certain consultants to us and to our Advisor or to affiliate 
entities that provide services to us. Awards granted under the Plan may consist of restricted stock, stock 
options, stock appreciation rights, distribution equivalent rights and other equity-based awards. The term 
of the Plan is 10 years. The total number of shares of common stock reserved for issuance under the Plan 
is equal to 10% of our outstanding shares of stock at any time. As of December 31, 2008, no awards had 
been granted under the Plan. On January 27, 2009, we issued 2,500 shares of restricted stock to each of 
our two independent directors, which were valued at the current offering price of our stock on the date 
granted. These shares vest ratably over a period of four years from the date such director was appointed to 
our board of directors. On June 17, 2009 we issued an additional 1,250 shares of restricted stock to each 
of our two independent directors, which were valued at the current offering price of our stock on the date 
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granted.  These shares vest ratably over a period of four years from the date of issuance. Compensation 
expense is recognized ratably over the vesting period.  For the year ended December 31, 2009, we 
recorded an expense (included in general and administrative expense) of approximately $27,000 related to 
restricted stock awards.    

 Note 7. Commitments and Contingencies  

Distribution Reinvestment Plan  

We have adopted a distribution reinvestment plan that allows our stockholders to have 
distributions otherwise distributable to them invested in additional shares of our common stock. We have 
registered 10,000,000 shares of common stock for sale pursuant to the distribution reinvestment plan. The 
plan became effective on the effective date of our initial public offering. The purchase price per share is 
to be the higher of $9.50 per share or 95% of the fair market value of a share of our common stock. No 
sales commission or dealer manager fee will be paid on shares sold through the distribution reinvestment 
plan. We may amend or terminate the distribution reinvestment plan for any reason at any time upon 10 
days’ prior written notice to stockholders. As of December 31, 2009, we have sold 201,868 shares 
through our distribution reinvestment plan.  

Share Redemption Program  

We have adopted a share redemption program that enables our stockholders to sell their stock to 
us in limited circumstances. As long as our common stock is not listed on a national securities exchange 
or over-the-counter market, our stockholders who have held their stock for at least one year may be able 
to have all or any portion of their shares of stock redeemed by us. We may redeem the shares of stock 
presented for redemption for cash to the extent that we have sufficient funds available to fund such 
redemption. The amount that we may pay to redeem stock is expected to be the redemption price set forth 
in the following table which is based upon the number of years the stock is held:  
  

Number Years Held   Redemption Price 
Less than 1   No Redemption Allowed 
1 or more but less than 2   92.5% of purchase price 
2 or more but less than 3   95.0% of purchase price 
3 or more but less than 4   97.5% of purchase price 
4 or more   100.0% of purchase price 

  

The purchase price shall equal the amount paid for the shares until the price in the Primary 
Offering changes or a net asset value is calculated. The redemption price is subject to adjustment as 
determined from time to time by our board of directors. At no time will the redemption price exceed the 
price at which we are offering our common stock for sale.  During the year ended December 31, 2009, 
11,916 shares were redeemed by the Company. 

Operating Partnership Redemption Rights  

The limited partners of our Operating Partnership will have the right to cause our Operating 
Partnership to redeem their limited partnership units for cash equal to the value of an equivalent number 
of our shares, or, at our option, we may purchase their limited partnership units by issuing one share of 
our common stock for each limited partnership unit redeemed. These rights may not be exercised under 
certain circumstances which could cause us to lose our REIT election. Furthermore, limited partners may 
exercise their redemption rights only after their limited partnership units have been outstanding for one 
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year.  Our Advisor is prohibited from exchanging or otherwise transferring its limited partnership units so 
long as it is acting as our Advisor pursuant to our Advisory Agreement. 

Note 8. Declaration of Distributions  

On  December 17, 2009, our board of directors declared a distribution rate for the first quarter of 
2010 of $0.00191781 per day per share on the outstanding shares of common stock (equivalent to an 
annual distribution rate of 7% assuming the share was purchased for $10) payable to stockholders of 
record of such shares as shown on our books at the close of business on each day during the period, 
commencing on January 1, 2010 and continuing on each day thereafter through and including March 31, 
2010.  

Note 9. Pro Forma Financial Information (Unaudited) 

The table set forth below summarizes on an unaudited pro forma basis the combined results of 
operations of the Company for the years ended December 31, 2008 and 2009 as if the Company’s 
acquisitions discussed in Notes 3 and 4 were completed as of January 1, 2008 and 2009. This pro forma 
information does not purport to represent what the actual results of operations of the Company would 
have been for the periods indicated, nor do they purport to predict the results of operations for future 
periods. 

The following table summarizes, on a pro forma basis, our consolidated results of operations for 
the years ended December 31, 2009 and 2008 based on the assumptions described above: 

 Year Ended 
 December 31, 2009 December 31, 2008 
Pro forma revenue $            19,733,285 $            19,781,242
Pro forma depreciation and amortization 
expense 

$            10,328,923 $            10,323,570

Pro forma net loss  $         (10,277,987) $           (9,867,364)
Pro forma net loss per common share, 
basic and diluted 

$(0.71) $(0.77)

Weighted average number of common 
shares outstanding, basic and diluted 

14,628,819 12,893,360

Note 10. Selected Quarterly Data (Unaudited) 

The following is a summary of quarterly financial information for the years ended December, 31, 
2009 and 2008, respectively: 

 Three months ended 
 (1) 

March 31, 2009 
(1) 

June 30, 2009 
(1) 

September 30, 2009 
(1) 

December 31, 2009 
Total revenues $       582,436 $        822,520 $           1,755,600 $           4,714,587
Total operating 
expenses 

$    1,118,001 $     1,468,634       $           2,305,635 $           5,262,273

Net loss $  (1,272,148) $  (1,848,045) $        (1,993,751) $        (2,188,952)
Net loss per share-
basic and diluted 

$           (0.49) $           (0.43) $                 (0.29) $                 (0.14)
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(1) – As discussed in Notes 3 and 4, the Company completed its purchase price accounting for all current 
year acquisitions in the fourth quarter of 2009.  Accounting guidance requires the Company to revise 
previously reported financial information as if the purchase accounting had been completed as of the 
acquisition date.  Such revisions to operating expenses, related to increased depreciation and amortization 
expense, resulted in additional expenses of $45,672, $117,683 and $76,908 for the quarters ended March 
31, June 30, and September 30, 2009, respectively.  Net income was further revised, as interest expense 
was increased by $9,415, $14,316 and $21,651 for the quarters ended March 31, June 30, and September 
30, 2009, respectively.   

 Three months ended 
 March 31, 2008 June 30, 2008 September 30, 2008 December 31, 2008 
Total revenues $            -- $            -- $      22,075 $    343,576
Total operating 
expenses 

$            -- $    517,713 $    325,844 $    838,113

Net income (loss) $           32 $  (439,206) $ (349,243) $ (715,876)
Net income (loss) 
per share-basic and 
diluted 

$        0.32 $        (5.47) $       (0.51) $       (0.45)

Note 11. Subsequent Events 

Acquisitions 

On February 24, 2010, we acquired two self storage facilities located in Fort Lee, New Jersey and 
Weston, Florida, from an unaffiliated third party for a total purchase price of $23,050,000, plus closing 
costs and acquisition fees. We paid cash for the entire purchase price and paid our Advisor an acquisition 
fee of $576,250 in connection with this acquisition. 

On March 10, 2010, we acquired a self storage facility located in Gulf Breeze, Florida from an 
unaffiliated third party for a total purchase price of $1,225,000, plus closing costs and acquisition fees. 
We paid cash for the entire purchase price and paid our Advisor an acquisition fee of $30,625 in 
connection with this acquisition. 

Potential Acquisitions 

On February 11, 2010, our board of directors approved the potential acquisition of a facility located 
in Mesa, Arizona. The purchase price for the facility is approximately $3.7 million. We expect this 
acquisition to close by the end of the second quarter of 2010 using a combination of net proceeds from 
our initial public offering and the assumption of lender financing of approximately $3.2 million.  

On March 24, 2010, our board of directors approved the potential acquisition of a facility located in 
Fort Lauderdale, Florida. The purchase price for the facility is $14.35 million. We expect this acquisition 
to close by the end of the second quarter of 2010 using net proceeds from our initial public offering.  

On March 24, 2010, our board of directors approved the potential acquisition of a facility located 
in Riverdale, New Jersey. The purchase price for the facility is $6.3 million. We expect this acquisition to 
close by the end of the second quarter of 2010 using a combination of net proceeds from our initial public 
offering and a seller note of $4.8 million bearing interest at 4%. 
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Offering Status  

As of March 24, 2010, in connection with our Offering we have issued approximately 12.7 
million shares of our common stock for gross proceeds of approximately $127 million.  

Declaration of Dividends  

On March 24, 2010, our board of directors declared a distribution rate for the second quarter of 
2010 of $0.00191781 per day per share on the outstanding shares of common stock (equivalent to an 
annual distribution rate of 7% assuming the share was purchased for $10) payable to stockholders of 
record of such shares as shown on our books at the close of business on each day during the period, 
commencing on April 1, 2010 and continuing on each day thereafter through and including June 30, 2010. 
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Initial Cost to Company 
 

 
 

Cost 
Capitalized 

subsequent to  
Acquisition

 

Gross Carrying Amount at December 31, 2009   

Description ST Encumbrance Land 
Building  and 
Improvements Total 

 
Building  and 
Improvements 

 

Land 
Building and 

Improvements Total 
Accumulated 
Depreciation 

Date of 
Construction 

Date 
Acquired 

Biloxi  MS $995,000 $518,701 $2,847,676 $3,366,377  $11,933  $518,701 $2,859,609 $3,378,310 ($162,237) 1980/1984/1992 09/25/08 

Gulf Breeze  FL 3,980,000 1,943,144 5,043,905 6,987,049  22,172  1,943,144 5,066,077 7,009,221 (245,756) 1978/1982/2004 09/25/08 

Manassas  VA - 1,050,519 3,741,305 4,791,824  7,617  1,050,519 3,748,922 4,799,441 (134,920) 1996/2000 12/19/08 

Walton  KY 1,787,617 650,000 2,634,959 3,284,959  18,415  650,000 2,653,374 3,303,374 (92,647) 1991 2/12/09 

Crescent 
Springs KY 800,000 280,000 1,637,801 1,917,801  2,500  280,000 1,640,301 1,920,301 (50,785) 1999/2003 2/12/09 

Florence KY 1,912,383 840,000 2,691,629 3,531,629  15,131  840,000 2,706,760 3,546,760 (93,918) 1996 2/12/09 

Alpharetta GA - 1,060,107 3,752,629 4,812,736  -  1,060,107 3,752,629 4,812,736 (74,736) 2003 6/1/09 

Marietta GA - 1,060,000 2,705,806 3,765,806  19,127  1,060,000 2,724,933 3,784,933 (48,758) 2006 6/1/09 

Erlanger KY - 565,790 2,463,269 3,029,059  50,318  565,790 2,513,587 3,079,377 (44,030) 1987 7/17/09 

Florence II KY - 871,200 4,877,025 5,748,225  27,730  871,200 4,904,755 5,775,955 (79,608) 1982/1995 7/17/09 

Jersey City NJ - 3,625,048 6,999,952 10,625,000  3,190  3,625,048 7,003,142 10,628,190 (75,881) 1985 8/21/09 

Montgomery AL 2,967,038 1,197,900 2,389,873 3,587,773  -  1,197,900 2,389,873 3,587,773 (29,656) 1995/2004 9/3/09 

Phoenix AZ - 680,620 1,259,380 1,940,000  5,250  680,620 1,264,630 1,945,250 (14,115) 1974 9/4/09 

Seabrook TX 4,709,307 1,520,000 3,860,000 5,380,000  -  1,520,000 3,860,000 5,380,000 (40,494) 2001-2003 9/24/09 

Greenville SC 2,359,937 530,000 2,570,000 3,100,000  -  530,000 2,570,000 3,100,000 (21,517) 1948/1995 9/24/09 

Kemah TX 9,191,016 2,510,000 8,970,000 11,480,000  -  2,510,000 8,970,000 11,480,000 (100,853) 
1985/2005/ 
1999/2002 9/24/09 

Tallahassee FL 7,650,000 1,230,000 6,310,000 7,540,000  -  1,230,000 6,310,000 7,540,000 (56,853) 1979-1987 9/24/09 

Memphis TN 2,604,000 790,000 2,560,000 3,350,000  -  790,000 2,560,000 3,350,000 (33,758) 1987/1994 9/24/09 

Houston TX 2,119,313 420,000 1,650,000 2,070,000  -  420,000 1,650,000 2,070,000 (22,325) 1984/2005 9/24/09 

Las Vegas NV 3,255,000 1,460,000 4,220,000 5,680,000  -  1,460,000 4,220,000 5,680,000 (37,106) 2006 9/24/09 

Las Vegas II NV 1,540,000 1,050,000 970,000 2,020,000  -  1,050,000 970,000 2,020,000 (9,969) 1998 9/24/09 

Pearland TX 3,500,000 1,060,000 4,540,000 5,600,000  -  1,060,000 4,540,000 5,600,000 (49,385) 2004/2005 9/24/09 

Daphne AL 1,982,622 1,530,000 2,510,000 4,040,000  -  1,530,000 2,510,000 4,040,000 (21,248) 2000 9/24/09 

Lake Forest CA 18,000,000 15,840,000 8,860,000 24,700,000  -  15,840,000 8,860,000 24,700,000 (121,135) 2003 9/24/09 

San Francisco CA 10,500,000 9,284,075 8,200,000 17,484,075  -  9,284,075 8,200,000 17,484,075 (64,474) 1909/2000 9/24/09 

Pittsburgh PA - 680,189 1,379,025 2,059,214  -  680,189 1,379,025 2,059,214 (3,197) 1990 12/11/09 

West Mifflin PA - 868,872 2,114,578 2,983,450  -  868,872 2,114,578 2,983,450 (3,797) 1983 12/11/09 
 

 $79,853,233 $53,116,165 $101,758,812 $154,874,977  $183,383  $53,116,165 $101,942,195 $155,058,360 (1,733,158) 
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Activity in real estate facilities during 2009 was as follows: 
 
                                                                                                                  2009 

Real estate facilities  
   Balance at beginning of year $        15,166,724 
  Acquisitions      47,285,652 
  Mergers     92,440,000 
  Improvements      165,984   
  Balance at end of year $      155,058,360 
Accumulated depreciation  
 Balance at beginning of year $               89,516 
 Depreciation expense           1,643,642 
 Balance at end of year $          1,733,158 
  
Real estate facilities, net $      153,325,202 
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