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Part | -- Financial Information
Ite m 1: Financial Statements (Unaudited)

"Essex" or the "Company" means Essex Property Thust, a real estate investment trust incorporateithe State of Maryland, or where
context otherwise requires, Essex Portfolio, LaPlimited partnership (the "Operating Partnership"ywhich Essex Property Trust, Inc. is
sole general partner.

The information furnished in the accompanying uri@adcondensed consolidated balance sheets, statenfeoperations, stockholders' eq
and comprehensive income and cash flows of the @agnpeflects all adjustments which are, in the mpirof management, necessary for a
presentation of the aforementioned condensed ddased financial statements for the interim periadsgl are normal and recurring in nat
except as otherwise noted.

The accompanying unaudited condensed consolidétedcial statements should be read in conjunctidth the notes to such unaudi
condensed consolidated financial statements andaganent's Discussion and Analysis of Financial @mmdand Results of Operatic
herein. Additionally, these unaudited condenseusolidated financial statements should be readimuniction with the audited consolida
financial statements included in the Company's ahreport on Form 10-K for the year ended Decendie2007.
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ESSE X PROPERTY TRUST, INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets
(Unaudited)
(Dollars in thousands, except per share amounts)

June 30, December 31
2008 2007
Assets
Real estate
Rental properties
Land and land improvemer $ 670,49: $ 670,49:
Buildings and improvements 2,487,96. 2,447,26!
3,158,45! 3,117,75!
Less accumulated depreciati (594,489 (541,98
2,563,96 2,575,77.
Real estate under developm 320,67: 233,44¢
Co-investments 66,54¢ 64,19
2,951,18. 2,873,40:
Cash and cash equivale-unrestrictec 20,99¢ 9,95¢
Cash and cash equivale-restrictec 12,08: 12,527
Marketable securitie 2,50 2,017
Receivables from related parti 1,547 904
Notes and other receivabl 43,06¢ 49,63:
Prepaid expenses and other as 21,10¢ 20,28¢
Deferred charges, net 11,43( 11,59:
Total assets $ 3,063,900 $ 2,980,32.
Liabilities and Stockholders' Equity
Mortgage notes payab $ 1,38522 $ 1,262,87.
Exchangeable bont 225,00( 225,00(
Lines of credit 155,00( 169,81¢
Accounts payable and accrued liabilit 50,38: 52,78:
Construction payabl 21,05 5,36¢
Dividends payabli 30,86¢ 28,52
Other liabilities 16,66 17,77:
Total liabilities 1,884,18 1,762,13.
Commitments and contingenci
Minority interests 280,99: 281,96(
Cumulative convertible preferred stock; $.0001y&ue: 4.875% Series G - 5,980,000 issued and
outstandin¢ 145,91 145,91:
Stockholders' equity
Common stock, $.0001 par value, 649,702,178 staartwrized 24,787,569 and 24,876,737 shares is:
and outstandin 2 2
Cumulative redeemable preferred stock; $.0001 phrev 7.8125% Series F - 1,000,000 shares autlup!
issued and outstanding, liquidation va 25,00( 25,00(
Excess stock, $.0001 par value, 330,000,000 slaatbsrized and no shares issued and outstai - -
Additional paic-in capital 846,68t 857,10¢
Distributions in excess of accumulated earni (107,98) (82,80
Accumulated other comprehensive (loss) inc¢ (10,88) (8,98¢)
Total stockholders' equity 752,82( 790,31¢
Total liabilities and stockholders' equity $ 3,063,900 $ 2,980,32

See accompanying notes to the unaudited condessdldated financial statements.
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ESS EX PROPERTY TRUST, INC. AND SUBSIDIARES
Condensed Consolidated Statements of Operations
(Unaudited)

(Dollars in thousands, except per share amounts)

Revenues
Rental and other proper
Management and other fees from affiliates

Expenses
Property operating, excluding real estate tz
Real estate taxe
Depreciation and amortizatic
Interest
Amortization of deferred financing cos
General and administratiy

Earnings from operatior

Interest and other incon

Equity income in c-investment:

Minority interests

Income before discontinued operatic

Income from discontinued operations (net of mirnoiriterests)
Net income

Dividends to preferred stockholders

Net income available to common stockholc

Per common share da
Basic:
Income before discontinued operations availabktomon
stockholder:
Income from discontinued operatic
Net income available to common stockholc

Weighted average number of common shares outsiuadinng the
period

Diluted:
Income before discontinued operations availabkoptamon
stockholder:
Income from discontinued operatic
Net income available to common stockholders
Weighted average number of common shares outstauldinng the
period

Dividend per common share

Three Months Ended

Six Months Ended

June 30, June 30,
2008 2007 2008 2007
$ 103,36! $ 94,19: $ 204,84: $ 183,86(
1,42¢ 1,35¢ 2,65k 2,39¢
104,79: 95,54¢ 207,49 186,25
26,06¢ 22,91¢ 50,63: 44,98
8,481 7,95k 16,89¢ 15,48:
28,68: 24.,63( 56,417 45,78¢
19,78: 20,49: 39,96¢ 38,757
71E 67¢ 1,437 1,35¢
6,512 6,00¢ 13,137 12,10
90,24 82,67¢ 178,48t 158,46
14,55: 12,87( 29,01: 27,78’
2,432 2,86¢ 5,201 5,047
36C 465 6,99( 2,44¢
(5,34¢€) (5,069 (11,189 (10,376
11,99¢ 11,12¢ 30,01: 24,90:
- 1,05¢ - 24,83(
11,99¢ 12,187 30,01: 49,73
(2,317 (2,310 (4,627) (4,557)
$ 9,68¢ $ 9877 $ 25,39: $ 45,18(
$ 03¢ $ 03¢ $ 1.0z $ 0.8t
= 0.0 = 1.0<
$ 03¢ $ 04C $ 1.0z $ 1.8¢
24,768,62 24,493,81 24,758,27 23,966,04
$ 03¢ $ 03 $ 1.01 $ 0.8z
- 0.04 - 1.01
$ 03¢ $ 03¢ % 1.01 $ 1.8¢
25,153,822 25,104,02 25,032,07 24,688,00
$ 1.02 $ 09 $ 20/ $ 1.8¢

See accompanying notes to the unaudited condepssdlxlated financial statements.
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Balances at December 31
2007
Comprehensive incom
Net income
Change in fair value ¢
cash flow hedges and
amortization of swap
settlements
Comprehensive incorr
Issuance of common sto
under:
Stocl-basec
compensation plar
Retirement of common
stock
Dividends declare

Balances at June 30, 20

ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of StockholEguity and
Comprehensive Income for the six months ended 3Qn2008

(Unaudited)
(Dollars and shares in thousands)

Distributions

Series F Additional in excess o Accumulated othel
Preferred stock Common stock paid-in  accumulated  comprehensive
Shares  Amount Shares  Amount capital earnings income (loss! Total
1,00C $ 25,00( 24,877 $ 2 $ 857,10¢ $ (82,80%) $ (8,98¢) $ 790,31t
- - - - - 30,01 - 30,01
- - - - - - (1,899 (1,899
28,11«
- - 54 - 3,30z - - 3,30z
- - (14%) - (13,729 - - (13,72
- - - - - (55,19)) - (55,19))
1,000 $ 25,00( 24,78t $ 2 $ 846,68 $ (107,98) $ (10,887 $ 752,82

See accompanying notes to the unaudited condepssdldated financial statements.




Index

ESSE X PROPERTY TRUST, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows
(Unaudited)
(Dollars in thousands)

Net cash provided by operating activit

Cash flows used in investing activitie
Additions to real estatt
Acquisitions and improvements to recent acquisgt
Capital expenditures and redeveloprr
Additions to real estate under developm
Dispositions of real estate and investme
Changes in restricted cash and refundable deg
Purchases of marketable securi
Sales and maturities of marketable secur
Advances under notes and other receiva
Collections of notes and other receivak
Contributions to c-investment:
Distributions from c-investment:

Net cash used in investing activiti

Cash flows from financing activitie
Borrowings under mortgage and other notes payatildiaes of credi
Repayment of mortgage and other notes payableizesl of credi
Additions to deferred charg:
Settlement of forwe-starting swap:
Net proceeds from stock options exerci
Net sale of common stoc
Redemption of common sto:
Distributions to minority interest partne
Redemption of minority interest limited partnershimts
Common and preferred stock dividends paid

Net cash provided by financing activities
Net increase in cash and cash equival
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental disclosure of cash flow informati

Cash paid for interest, net of $5,269 and $2,3prai&zed in 2008 and 2007, respectively

Supplemental disclosure of noncash investing amehfiing activities

Mortgage notes assumed in connection with landritriton
Land contributed by a partner in a consolidatedtjeenture

Change in value of cash flow hedges and amortizatfewap settlemen

Change in construction payable

Six Months Ended

June 30,

2008 2007
89,73! $ 99,65:
(4,86%) (219,23)

(35,839 (28,244
(63,157 (75,502
- 123,02¢
45¢ 2,27(
(6,417) (3,815
5,92¢ -
(1,89¢) (9,109
5,11¢ 477
(4,049 (21,219
8,84 15,13:
(95,864 (216,21)
302,63t 445,59!
(195,129 (416,039
(1,259 (1,467
(1,840 1,311
2,86¢ 1,76
- 213,67
(13,729 -
(12,039 (70,89))
(11,287 (8,28¢)
(53,060 (46,179
17,17: 119,48:-
11,03¢ 2,92¢
9,95¢ 9,66
20,99 $ 12,58’
3453t $ 36,16
- $ 23,92(
10,50 $ 22,20(
1,89¢ $ 15,48(
15,68t $ 2,26:

See accompanying notes to the unaudited condepssdlxated financial statements.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2008 and 2007
(Unaudited)

(1) Organization and Basis of Presentation

The unaudited condensed consolidated financiagsiants of the Company are prepared in accordartbedas. generally accepted accoun
principles for interim financial information and accordance with the instructions to FormQO-n the opinion of management, all adjustm
necessary for a fair presentation of the finangaaition, results of operations and cash flowstlier periods presented have been include:
are normal and recurring in nature, except as waflsernoted. These unaudited condensed consolifiattial statements should be rea
conjunction with the audited consolidated finan@gtdtements included in the Company's annual remorForm 10K for the year ende
December 31, 2007.

All significant intercompany balances and transattihave been eliminated in the condensed consadidimancial statements.

The unaudited condensed consolidated financiatrstants for the three and six months ended Jun2088 and 2007 include the account
the Company and Essex Portfolio, L.P. (the "OpegatPartnership”, which holds the operating assétthe@ Company). See below fo
description of entities consolidated by the Opemtartnership. The Company is the sole generatgrain the Operating Partnership, wit
91.1% general partnership interest as of June (B1B.2

As of June 30, 2008, the Company owned or had cshieiinterests in 133 apartment communities, (agggieg 26,963 units), six offi
buildings, two recreational vehicle parks (total®88 spaces), and one manufactured housing comyn{aaittaining 157 sites) (collective
the “Properties”).The Properties are located in Southern Califorh@s (Angeles, Orange, Riverside, Santa Barbara,[3ego, and Ventul
counties), Northern California (the San Francisey Brea), the Seattle metropolitan area, and otgion (Houston, Texas).

Fund Activities

Essex Apartment Value Fund II, L.P. (“Fund 1i%) an investment fund formed by the Company to lde through rental growth and a:
appreciation, utilizing the Company's developmesdevelopment and asset management capabilities.

Fund Il has eight institutional investors, and @empany, with combined partner equity commitmerit$265.9 million. The Company h
committed $75.0 million to Fund II, which represeiat28.2% interest as general partner and limigether. Fund Il utilizes leverage equs
approximately 55% upon the initial acquisition dttunderlying real estate. Fund Il invested inr@mpant communities in the Company’
targeted West Coast markets and, as of June 3@, 20hed eleven apartment communities and threeldement projects. Essex recc
revenue for its asset management, property manadehevelopment and redevelopment services whemedaand promote income wt
realized if Fund Il exceeds certain financial ratbenchmarks.

Marketable Securities

Marketable securities consist primarily of U.S.agery or agency securities with original maturitiefs more than three months wt
purchased. The Company has classified these debtites as held-taaturity securities, and the Company reports tloeriiges at amortize
cost. Realized gains and losses and interest iacam included in interest and other income ondbredensed consolidated statemer
operations.

Variable I nterest Entities

In accordance with Financial Accounting Standardsrd (“FASB”) Interpretation No. 46 Revised (“FINR”), “ Consolidation of Variabl
Interest Entities, an Interpretation of ARB No. ”, the Company consolidates a joint venture developmenject, 19 DownREIT limite
partnerships (comprising twelve properties), aicefbuilding that is subject to loans made by tloen@any, and prior to the sale of the prog
during 2007, the buildings and improvements thatewawned by a thirgharty subject to a ground lease on land that wasedwby th
Company. The Company consolidates these entideause it is deemed the primary beneficiary untlérd6R. The consolidated total as:
and liabilities related to these variable interestities (“VIEs”), net of intercompany eliminations, were approximat®244.8 million an
$164.3 million, respectively, as of June 30, 2008 $222.7 million and $163.9 million, respectivedg, of December 31, 2007. Interest hol
in VIEs consolidated by the Company are allocatetdmcome equal to the cash payments made to thtesest holders for services rendere
distributions from cash flow. The remaining resultf operations are generally allocated to the Gomp As of December 31, 2007,
Company had two VIE of which it was not deemed to be the primary bieiaey. Total assets and liabilities of theseitied were $71.
million and $58.3 million, as of December 31, 200% of June 30, 2008, the Company did not have\diys of which it was not deemed
be the primary beneficiary.
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Stock-Based Compensation

The Company accounts for share based compensatiog the fair value method of accounting. Theneated fair value of stock optic
granted by the Company is being amortized ovew#sting period of the stock options. The estimapeht date fair values of the long te
incentive plan units (discussed in Note 14, “St8eased Compensation Plans,” in the Company’s AnRegdort on Form 1@ for the yea
ended December 31, 2007) are being amortized beesxpected service periods.

Stockbased compensation expense for options and restritock totaled $0.2 million and $0.3 million fiee three months ended June
2008 and 2007, respectively, and $0.4 million aAd $nillion for the six months ended June 30, 2868 2007, respectively. The intrin
value of the stock options exercised during theg¢hmonths ended June 30, 2008 and 2007 totalech$itidn and $0.8 million, respective
and $2.7 million for the six months ended June2B@8 and 2007. As of June 30, 2008, the intrinaloe of the stock options outstanding
fully vested totaled $11.9 million. As of June 2M08, total unrecognized compensation cost relaiashvested shareased compensati
granted under the stock option and restricted spdaks totaled $5.1 million. The cost is expediede recognized over a weightaderag
period of 3 to 5 years for the stock option pland @ years for the restricted stock awards.

The Company has adopted an incentive program im@lhe issuance of Series Z and Series Z-1 Ineefdnits (collectively referred to ag*
Units”) of limited partnership interest in the Opting Partnership. Stodkased compensation expense for Z Units totaled $@libn for the
three months ended June 30, 2008 and 2007, andriich for the six months ended June 30, 2008 20@7, respectively.

Stockbased compensation capitalized for stock opticestyicted stock awards, and the Z Units totale@ $fillion for the three months enc
June 30, 2008 and 2007. As of June 30, 2008 thasit value of the Z Units subject to conversiotaled $18.6 million. As of June 30, 2C
total unrecognized compensation cost related tanslsubject to conversion in the future grantedeurthe Z Units totaled $6.6 million. T
unamortized cost is expected to be recognized theenext 3 to 11 years subject to the achieventeihiecstated performance criteria.

Stock-based compensation expense for the OutpeafurenPlan, (the “OPPgdopted in December 2007 totaled approximately 80l8n anc
$0.6 million for three and six months ended June2B08, respectively. Total unrecognized compmsacost less an estimate for forfeitt
related to the OPP totaled $4.7 million as of J8®e2008. The unamortized cost is expected taebegnized over the expected service pt
of five years for senior officers and three yearsrfon-employee directors.

The Company’s stock-based compensation policiee hast changed materially from information reportied Note 2(l), “StockBaset
Compensation,” and Note 14, “Stock-Based Compemsdtlans,” in the Company’s Annual Report on Fofi¥KIfor the year ended Decem
31, 2007.

Accounting Estimates and Reclassifications

The preparation of condensed consolidated finarstéabments, in accordance with U.S. generally@edeaccounting principles, requires
Company to make estimates and judgments that dffeateported amounts of assets, liabilities, reesrand expenses and related disclo
of contingent assets and liabilities. On angming basis, the Company evaluates its estimaiekjding those related to acquiring, develo
and assessing the carrying values of its realeeptaiperties, its investments in and advancesind yentures and affiliates, its notes receiv
and its qualification as a Real Estate Investmaents{T(“REIT”). The Company bases its estimates on historical expEs, current mark
conditions, and on various other assumptions thatealieved to be reasonable under the circumssaaetual results may vary from the
estimates and those estimates could be differegerudifferent assumptions or conditions. Cert@alassifications have been made to |
year balances in order to conform to the curreat yeesentation. Such reclassifications have rmagnon reported earnings, cash flows,
assets, or total liabilities.

New Accounting Pronouncements

In September 2006, the FASB issued Statement NQ. “Fair Value Measurements” (“FAS 157"FAS 157 provides guidance for using
value to measure assets and liabilities. FAS Bba@béishes a fair value hierarchy, giving the hgjhmiority to quoted prices in active marl
and the lowest priority to unobservable data. Btegement is effective in fiscal years beginnirtgraNovember 15, 2007. The adoption of
standard on January 1, 2008 did not have a materigict on the Company'‘consolidated financial position, results of ogiere or cash flow
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In February 2007, the FASB issued Statement No, 19%e Fair Value Option for Financial Assets and Fingl Liabilities” (“ FAS No
1597"). FAS 159 expands opportunities to use fair valuesmeament in financial reporting and permits erditie choose to measure m
financial instruments and certain other items at fealue. This Statement is effective for fiscadays beginning after November
2007. Through June 30, 2008, The Company haslectee to measure any eligible financial assetsliabdities at fair value.

In December 2007, the FASB issued revised SFASIMa, “ Business Combinatiorfs(“FAS 141(R)") . FAS141(R) establishes princip
and requirements for how the acquirer recognizésnagasures in its financial statements the idaiiéi assets acquired, the liabilities assu
and any noncontrolling interest in the acquireescognizes and measures the goodwill acquireddrbtisiness combination or a gain fro
bargain purchase; and determines what informatiodidclose to enable users of the financial states® evaluate the nature and finar
effects of the business combination. FAS 141(Rgffective for business combinations for which #equisition date is on or after
beginning of the first annual reporting period bexng on or after December 15, 2008. Managemeatiigently evaluating the impact F.
141(R) will have on the Company’s accounting fdufe business combinations.

In December 2007, the FASB issued SFAS No. 18%ficontrolling Interests in Consolidated Financithtements (“FAS 160"). FAS 16(
establishes accounting and reporting standardsdhaire the ownership interests in subsidiaridd bg parties other than the parent be cle
identified, labeled, and presented in the constdiliatatement of financial position within equibut separate from the parengquity; th
amount of consolidated net income attributablehtogarent and to the noncontrolling interest barbfedentified and presented on the fac
the consolidated statement of income; changesparants ownership interest while the parent retains astrolling financial interest in i
subsidiary be accounted for consistently; when lasigliary is deconsolidated, any retained noncalivigplequity investment in the forn
subsidiary be initially measured at fair value; @mdties provide sufficient disclosures that dig&tentify and distinguish between the inter
of the parent and the interests of the noncontr@lbwners. FAS 160 is effective for fiscal yeaegibning on or after December 15, 2(
Management is currently evaluating the impact FA8 Will have on the Company’s condensed consolilfitancial statements.

In May 2008, the FASB issued FASB staff positionBAR4-1, “Accounting for Convertible Debt Instruments ThatyMi@ Settled in cash ug
Conversion (Including Partial Cash Settlement)”APB 14-1"). APB 141 requires the issuer of certain convertible debtruments that m:
be settled in cash (or other assets) upon convessparately account for the liability (debt) arwgiiey (conversion option) components of
instruments in a manner that reflects the issuaitgonvertible debt borrowing rate. APB 14equires the initial debt proceeds from the s
a companys convertible debt instrument to be allocated betwtle liability component and the equity componéltie resulting debt discot
will be amortized over the period during which ttebt is expected to be outstanding (i.e., throughfirst optional redemption dates)
additional noreash interest expense. The additional interest resgpeecorded will result in an increased level api@lized interest
accordance with SFAS 34, “Capitalization of Int¢i@est”. APB 141 is effective for fiscal years, and interim pesgaalithin those fiscal yea
beginning on or after December 15, 2008. Earlgopdion is prohibited and retroactive applicatisrréquired for all periods presented.
interest expense from the Compan$225 million exchangeable senior notes with gpoaurate of 3.625% due November 2025, which -
issued in fourth quarter of 2005, will be impactadAPB 14-1. Based on the Company's understandfitbe application of APB 14; this
will result in an additional norash interest expense (excluding the impact oftaliged interest) of additional interest of approately $4.!
million for 2008, and approximately $4.2 millionrf@009. This amount (before the impact of captadi interest) will increase in subseqt
reporting periods through the first optional redéimp dates as the debt accretes to its par valee tbe same period. The Company will ac
APB 14-1 as of January 1, 2009, and the Companypvakent prior period comparative results reflegthe impact of APB 14-1.

(2) Significant Transactions
(a) Development

In May 2008, the Company started construction anel8roadway (formerly known as “Broadway Heighisth urban development featur
295 apartment units and 29,100 square feet ofl repaice in Seattls’ Capital Hill neighborhood. During the second regraof 2008, th
Companys joint venture partner contributed land in exclefay a 50% interest in the partnership. The tessimated cost of the developrr
is $104 million with an estimated completion of straction in September 2010.

(b) Debt and Financing Activities

During April 2008, the Company obtained a $31.9iorilloan secured by Park Hill at Issaquah, a comitydocated in Issaquah, Washingt
with a fixed interest rate of 5.5%, which maturasApril 2018. In conjunction with this transaatiothe Company settled a $30.0 mill
forward-starting swap for a $1.7 million payment to the meuparty. The amortization of the loss on setdetof the swap increases
effective interest rate on the mortgage loan t84.1lIso in April 2008, Essex obtained a secondtgage loan in the amount of $17.2 mill
secured by Kings Road, a community located in Logeles, with a fixed interest rate at 5.6% dueaimuary 2018.

10




Index

During May 2008, the Comparg/consolidated joint venture obtained a constracti@an in the amount of $60.0 million secured by foul
Broadway development project in Seattle, Washingfbime loan is variable based on LIBOR plus 155spsints and matures in June 2
with two oneyear extension options, and the initial fundingtlis loan was $0.5 million. The Company has agrerince guarantee with
commercial bank related to the Joule Broadway ptoje

During June 2008, Essex obtained a $22.5 milli@nlsecured by Hampton Place, a community locatédhénAngeles, with a fixed intert
rate of 6.1%, which matures in June 2018. In cacfjon with this transaction, the Company settlek?@.0 million forwardstarting swap for
$0.1 million payment to the counterparty. The atimation of the loss on settlement of the swapeénees the effective interest rate or
mortgage loan to 6.2%.

The Company has signed a letter of commitment terénto a new fiveyear secured line of credit facility to replace #xésting secured line
credit facility that matures in January 2009. Tiew secured facility will expand the existing seclifacility from $100 million to $1¢
million, and the new facility is expandable to $280lion. The Company anticipates that the clositage for this the new secured facility \
occur during the fourth quarter of 2008.

(3) Co-investments
The Company has joint venture investments in a raundf coinvestments, which are accounted for under thetgquiethod. The joit

ventures own development projects and operatingrapat communities. The following table detaile Bompany's ciavestments (dollars
thousands):

June 30, December 31
2008 2007
Investments in joint ventures accounted for underequity method of accountir
Limited partnership interest of 27.2% and genesatner interest of 1% in Essex Apartmg
Value Fund I, L.P ("Fund II" $ 61,28: $ 58,41¢
Preferred limited partnership interest in Mountdiata Apartments, LLC (A - 1,182
Development joint venture 4,76: 4,09(
66,04¢ 63,69:
Investments accounted for under the cost methedajunting
Series A Preferred Stock interest in Multifamilycheology Solutions, In 50C 50C
Total co-investments $ 66,54t $ 64,19:

(A) The investment was held in an entity that includedaffiliate of The Marcus & Millichap Company (“TMIC"), and is the genet
partner. TMMCs Chairman is also the Chairman of the Comp

The combined summarized balance sheet fomeestments, which are accounted for under thetgquethod, is as follows (dollars
thousands).

June 30, December 31

2008 2007

Balance sheet:
Real estate and real estate under develop $ 510,87¢ $ 614,26t
Other asset 6,78¢ 16,18¢

Total assets $ 517,66. $ 630,45(
Mortgage notes payab $ 288,81° $ 322,61!
Other liabilities 11,82] 24,01«
Partners' equity 217,01¢ 283,82

Total liabilities and partners' equity $ 517,66: $ 630,45(
Company's share of equi $ 66,04¢ $ 63,69:
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The combined summarized statement of operationsdi@rvestments, which are accounted for under theteguéthod, is as follows (dollars
thousands).

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Statements of operatior
Property revenue $ 11,32¢ $ 10,697 $ 22,32t $ 22,83t
Operating expenst (4,429 (4,509 (8,61%) (9,470
Interest expens (2,627) (3,23¢€) (5,329 (7,259
Depreciation and amortizatic (3,646 (3,477) (6,677 (6,945
Total net income (loss $ 63z $ (515) $ 1,711 $ (834)
Company's share of operating net income (| 36C 15¢ 672 94
Company's preferred interest/gi- Mt. Vista - 304 6,31¢ 2,351
Company's share of net income $ 36C $ 46 $ 6,990 $ 2,44t

Through June 30, 2008, the Company has made cotitriis to a joint venture totaling $4.8 millionattd to a development project located in
Southern California, which was still in the predieyenent stage as of June 30, 2008.

In January 2008, the Company received $7.5 millind recognized $6.3 million of preferred incomeaihis included in equity income in co-
investments from the repayment of its investmeMlguntain Vista Apartments, LLC.

(4) Notes and Other Receivables

Notes receivables secured by real estate, and i@beivables consist of the following as of JuneZBD8 and December 31, 2007 (dollar
thousands):

June 30, December 31

2008 2007
Note receivable, secured, bearing interest at Thfé June 200 $ - % 2,19¢
Note receivable, secured, bearing interest at LIBOR65%, due July 20C 328 5,44¢
Note receivable, secured, bearing interest at LIBC338%, due February 20 12,94t 10,99¢
Note receivable, secured, bearing interest at LIBEIR95%, due April 200 14,08¢ 14,01(
Note receivable, secured, bearing interest at LIBCB69%, due June 20! 7,32¢ 7,34¢€
Note receivable, secured, bearing interest at LIBOR75%, due March 201 7,22¢ 7,12¢
Other receivable 1,154 2,50¢

$ 43,06¢ $ 49,63:

During August 2006, the Company originated a lodth the owners of a 2@nit apartment community in Sherman Oaks, Califorriihe
proceeds from the loan financed the conversioh@funits to condominiums for sale. Effective JL\2007, the Company had ceased acc
interest on the note, due to the velocity of sabeiing, and status of the interest reserve. mythe fourth quarter of 2007, the Comp
recorded an allowance for loan loss in the amof$0d5 million on this impaired note receivable,iethwas approximately equal to accr
and unpaid interest recorded from inception ofribee through June 30, 2007. The Company belidwatstihe June 30, 2008 loan balanc
$0.3 million is collectible through closing of salef the two remaining condominium units.

(5) Related Party Transactions

Other related party receivables consist primarflyaccrued payroll costs and management fees frond Futotaling $1.5 million and $0
million as of June 30, 2008 and December 31, 2f#spectively.

Management and other fees from affiliates inclysleperty management, asset management, developmemedevelopment fees from rele
parties of $1.4 million for the quarters ended J8@e 2008 and 2007, and $2.7 million and $2.4iamilfor the six months ended June 30, 2
and 2007. The CompargyChairman, George Marcus, is also the ChairmarMWIC, which is a real estate brokerage firm. Therpany pai
no brokerage commissions on the sale of real edtateg the three months ended June 30, 2008 a@d, 20d $0 and $1.3 million during
six months ended June 30, 2008 and 2007, resphctive
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In January 2008, the Company received $7.5 miliiom an investment held in an affiliate of TMMC aretognized $6.3 million of preferr
income which is included in equity income from cw@stments from the repayment of its investment.

(6) Segment Information

The Company defines its reportable operating setgnas the three geographical regions in which itspgrties are located: South
California, Northern California and Seattle Metexcluded from segment revenues are properties deutsi these regions, discontin
operations, management and other fees from afffljsdnd interest and other income. Negment revenues and net operating income inc
in the following schedule also consist of reveneaarated from commercial properties, recreatioeaicle parks, and manufactured hou
communities. Other nosegment assets include investments, real estatr @edelopment, cash, notes receivable, othersasset deferre
charges.

The revenues, net operating income, and assetsafdr of the reportable operating segments are stimedaas follows for the three mon
ended June 30, 2008 and 2007 (dollars in thousands)

Three Months Ended

June 30,
2008 2007
Revenues
Southern Californi $ 55,42: $ 53,59(
Northern Californie 29,63: 23,72
Seattle Metrc 17,15} 15,79¢
Other real estate assets 1,147 1,08(
Total property revenue $ 103,36! $ 94,19
Net operating income
Southern Californi $ 38,03: $ 36,96¢
Northern Californie 19,02} 15,52
Seattle Metrc 11,47¢ 10,41
Other real estate ass! 282 41¢
Total net operating incon 68,81¢ 63,32:
Depreciation and amortizatic (28,687) (24,630
Interest expens (19,78)) (20,49)
Amortization of deferred financing cos (71E (67¢)
General and administrati\ (6,512) (6,00¢)
Management and other fees from affilia 1,42¢ 1,35¢
Interest and other incon 2,43: 2,86¢
Equity income in c-investment: 36C 463
Minority interests (5,34¢€) (5,069
Income before discontinued operati $ 11,99¢ § 11,12¢
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The revenues, net operating income, and asse¢afdr of the reportable operating segments are stimedas follows for the six months
ended June 30, 2008 and 2007 (dollars in thousands)

Six Months Ended

June 30,
2008 2007
Revenues
Southern Californi $ 110,17C $ 105,33¢
Northern Californie 58,26¢ 45,51«
Seattle 34,08¢ 30,78¢
Other real estate ass! 2,32( 2,222
Total property revenue $ 204,84: $ 183,86(
Net operating income
Southern Californi $ 75,530 $ 72,857
Northern Californie 38,12¢ 30,16!
Seattle 22,88: 20,35¢
Other real estate assets 773 23
Total net operating incon 137,31 123,39!
Depreciation and amortizatic (56,417 (45,78¢)
Interest expens (39,969 (38,75)
Amortization of deferred financing cos (1,437 (1,355
General and administrati (13,13) (12,109
Management and other fees from affilia 2,65t 2,394
Interest and other incon 5,201 5,04
Equity income in c-investments 6,99( 2,44t
Minority interests (11,189 (10,376
Income before discontinued operations $ 30,01 $ 24,90

June 30, December 31

2008 2007

Assets:
Southern Californi: $ 1,312,320 $ 1,354,81
Northern Californic 832,17: 829,87
Seattle Metrc 352,19¢ 353,73
Other real estate assi 67,27( 37,33¢
Net rental propertie 2,563,96 2,575,77.
Real estate under developm 320,67 233,44!
Co-investments 66,54¢ 64,19:
Notes and other receivabl 44,611 50,53¢
Other non-segment assets 68,11« 56,37¢
Total asset $ 3,063,900 $ 2,980,322
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(7) NetIncome Per Common Share
(Amounts in thousands, except per share and utd) da

Three Months Ended Three Months Ended
June 30, 2008 June 30, 2007
Weighted- Per Weighteco- Per
average Common average Common
Common Share Common Share
Income Shares Amount Income Shares Amount
Basic:
Income from continuing operatiol
available to common stockholde $ 9,68¢ 24,76¢ $ 03¢ $ 8,81¢ 24,49:  $ 0.3¢
Income from discontinued operatic - 24,76¢ - 1,05¢ 24,49 0.04
9,68¢ $ 0.3¢ 9,87 $ 0.4C
Effect of Dilutive Securities (1 - 38t - 61C
Diluted:
Income from continuing operations
available to common stockholde 9,68¢ 25,15 % 0.3¢ 8,81¢ 25,10¢ % 0.3t
Income from discontinued operatic - 25,15¢ - 1,05¢ 25,10 0.04
$ 9,68¢ $ 0.3t $ 9,87 $ 0.3¢€
Six Months Ended Six Months Ended
June 30, 200€ June 30, 2007
Weighted Per Weighted Per
Average Common Average Common
Common Share Common Share
Income Shares Amount Income Shares Amount
Basic:
Income before discontinue
operations available to common
stockholder: $ 25,39: 24,75¢  $ 1.0z $ 20,35( 23,96¢ $ 0.8t
Income from discontinued operatic - 24,75t¢ - 24,83( 23,96¢ 1.04
25,39: $ 1.0Z 45,18( $ 1.8¢
Effect of Dilutive Securities (1) - 274 - 722
Diluted:
Income before discontinued
operations available to common
stockholder: 25,39: 25,03. $ 1.01 20,35( 24,68t $ 0.82
Income from discontinued operatic - 25,03: - 24,83( 24,68¢ 1.01
$ 25,39: $ 1.01 $ 45,18( $ 1.8:

)

Weighted convertible limited partnership units q219,186 and 2,275,750 for the three months endeé 30, 2008 and 20(
respectively, and 2,245,241 and 2,291,412 for thenenths ended June 30, 2008 and 2007, respectiaetl Series Z incentive ur
of 250,927 and 213,205 for the three months ended 30, 2008 and 2007, respectively, and 250,805243,045 for the six mont
ended June 30, 2008 and 2007, respectively, weracladed in the determination of diluted EPS heseathey were antdutive. The
Company has the ability and intent to redeem DowiREHEmited Partnership units for cash and doesawtsider them to be comrr
stock equivalents

On or after November 1, 2020, the holders of th25$aillion exchangeable notes may exchange, athigre applicable exchange ri
the notes for cash and, at Esseaption, a portion of the notes may be exchange&$sex common stock; the original exchange
was $103.25 per share of Essex common stock. Atteangeable notes will also be exchangeable mridravember 1, 2020, but ol
upon the occurrence of certain specified eventsting the three and six months ended June 30, #t®8veighted average comn
stock price exceeded the current strike price dmdefore common stock issuable upon exchange otxlcbangeable notes v
included in the diluted share count. The treasusthod was used to determine the shares to be addd@ denominator for t
calculation of earnings per diluted share.

Stock options of 53,579 and 4,000 for the three thended June 30, 2008 and 2007, respectively7&¥87 and 2,500 for the
months ended June 30, 2008 and 2007, respectivehg, not included in the diluted earnings per sleateulation because the exer:
price of the options were greater than the avenagiket price of the common shares for the threes@nthonths ended and, therefi



were anti-dilutive.

The 5,980,000 shares of Series G cumulative cablenpreferred stock have been excluded from diligarnings per share for
three and six months ended June 30, 2008 and 20th# &ffect was anti-dilutive.
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(8) Derivative Instruments and Hedging Activities

As discussed in Note 1, the Company adopted FASa$5df January 1, 2008. The Company values forstanding interest rate swaps at
value, and based on the fair value hierarchy afatébn techniques, the Company has elected toaisedlues determined by Level 2. Lewv
valuation methodology is determined based on inpther than quoted prices in active markets fontidal assets or liabilities the Compi
has the ability to access as included in Level luation methodology that are observable for theetass liability, either directly c
indirectly. Level 2 inputs include quoted prices §imilar assets and liabilities in active markatsl inputs other than quoted prices obsen
for the asset or liability, such as interest raaad yield curves observable at commonly quote \ialsr The Companyg’ assessment of |
significance of a particular input to the fair valmeasurement in its entirety requires judgmerd, @mnsiders factors specific to the assi
liability. As of June 30, 2008, forwarstarting interest rates swaps are the only assetdiabilities that the Company measured at falue
based on the FAS 157 fair valuation methodology.

As of June 30, 2008 the Company had entered imflot éorwardstarting interest rate swaps totaling a notionabam of $400 million wit|
interest rates ranging from 5.1% to 5.9% and sethds dates ranging from July 2008 to October 20tiese derivatives qualify for hec
accounting as they are expected to economicallgédide cash flows associated with the refinancindett that matures between July 2
and October 2011. The fair value of the derivatidecreased $1.9 million during the six months dnilene 30, 2008 to a liability value
$10.2 million as of June 30, 2008, and the denvedlinbility was recorded in other liabilities ine Companys condensed consolidated finan
statements. The changes in the fair values ofithivatives are reflected in accumulated other geimgnsive (loss) income in the Company’
condensed consolidated financial statements. Ngéeffectiveness on cash flow hedges was rezedrduring the quarter ended June
2008 and 2007.

During April 2008, Essex obtained a $31.5 millimah secured by Park Hill at Issaquah, a commuoitgted in Issaquah, Washington, wi
fixed interest rate of 5.5%, which matures in A@U18. In conjunction with this transaction, tiempany settled a $30.0 million forward-
starting swap for a $1.7 million payment to the meuparty. The amortization of the loss on setflatrof the swap increases the effec
interest rate on the mortgage loan to 6.1%.

During June 2008, Essex obtained a $22.5 milli@nlsecured by Hampton Place, a community locatéshénAngeles, with a fixed intert
rate of 6.1%, which matures in June 2018. In cacfjon with this transaction, the Company settlek?@.0 million forwardstarting swap for
$0.1 million payment to the counterparty. The atimation of the loss on settlement of the swapeénees the effective interest rate or
mortgage loan to 6.2%.

(9) Discontinued Operations

In the normal course of business, the Companyredeive offers for sale of its properties, eithelicited or unsolicited. For those offers t
are accepted, the prospective buyer will usualuire a due diligence period before consummatiotheftransaction. It is not unusual
matters to arise that result in the withdrawalejection of the offer during this process. Esdassifies real estate as "held for sale" whe
criteria under SFAS No. 144 Accounting for the Impairment or Disposal of Longdd Assets (“SFAS 144”) have been met.

During the first and second quarter of 2007, thenany sold 13 and 6 condominium units at the Paredroint property and recorded a ¢
of approximately $0.6 million and $0.3 million nef taxes and expenses, respectively. The Compasyrécorded the gain on sale
condominiums and operations for Peregrine Pointtaygnts as part of discontinued operations in te@mpanying condensed consolidi
statements of operations.

As of December 31, 2006, City Heights Apartment§8Z-unit community located in Los Angeles was clasdifés held for sale, and dur
February 2007 the property was sold to a thirdypfant $120 million. The Compang’share of the proceeds from the sale totaled $88li®n,
resulting in a $13.7 million gain on sale to then@any, and an additional $10.3 million for feesnirthe City Heights joint venture partner
included in discontinued operations in the accompancondensed consolidated statements of opegration

In December 2007, the Company sold four commun{B8&8-units) in the Portland metropolitan area and, essalt, has classified the result:
operations for these communities as discontinuedations for the three and six months ended Jun2CgLy.
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The components of discontinued operations arermdlbelow and include the results of operationgtferrespective periods that the Comg
owned such assets, as described above.

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Rental revenue $ - $ 2,20: $ - $ 5,69¢
Interest and other income - - - 29C
Revenue:! - 2,202 - 5,98¢
Property operating expens - (893) - (2,319
Interest expens - - - (4179)
Depreciation and amortizatic - (53€) - (1,09¢)
Minority interests - - - (58)
Expenses - (1,429 - (3,897
Gain on sale of real este - 308 - 79,22:
Equity income c-investment: - -
Promote interest and fe - - - 10,29(
Minority interests- OP units - (18) - (2,15¢€)
Minority interests- City Heights - - - (64,624
Net gain on sale of real estate - 28t - 22,73.
Income from discontinued operations $ - $ 1,05¢ $ - $ 24,83(

(10) Commitments and Contingencies

The Company is subject to various lawsuits in tbemal course of its business operations. Suchu#svsould have a material adverse e!
on the Company’s financial condition, results oémgiions or cash flows.

Item 2: Management's Discussion and Analysis of Fancial Condition and Results of Operations

The following discussion should be read in conjiomctvith our Condensed Consolidated Financial Stegats and accompanying Notes the
included elsewhere herein and with our 2007 AnRegbort on Form 10k for the year ended December 31, 2007 and our €urReport o
Form 1(-Q for the quarter ended June 30, 2008.

The Company is a fully integrated Real Estate Itmest Trust (“REIT”),and its property revenues are generated primaidy fapartmet
community operations. Our investment strategythascomponents: constant monitoring of existingkets, and evaluation of new marlk
to identify areas with the characteristics that erid rental growth. Our strong financial conditicupports our investment strategy
enhancing our ability to quickly shift our acquisit, development, and disposition activities to ke#s that will optimize the performance
the portfolio.

As of June 30, 2008, we had ownership interestsdl38 apartment communities, comprising 26,963 apartrunits. Our apartme
communities are located in the following major WEstst regions:

Southern California (Ventura, Los Angeles, Santa Barbara, Orange, Riderand San Diego counties)
Northern California (the San Francisco Bay Area)

Seattle Metro (Seattle metropolitan area)

Other Region (Houston, Texas)

As of June 30, 2008, the Company also had owneistgpests in six office buildings, two recreatibmeahicle parks (comprising 338 spac
and one manufactured housing community (contaifbigsites).

As of June 30, 2008, the Compasiyonsolidated development pipeline, excluding tigraent projects owned by Fund Il, was comprise
five development projects, three predevelopmenjepts, and five land parcels held for future depeient aggregating 2,715 units, with t
incurred costs of $320.7 million, and estimated a&nmg project costs of approximately $509.3 millitor total estimated project costs
$830.0 million.
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The Company’s consolidated apartment communitiesarfollows:

As of As of June

June 30, 20C 30, 2007

Apartment Apartment

Homes % Homes %

Southern Californi: 12,72¢ 52% 12,72¢ 54%
Northern Californie 6,361 26% 5,80¢ 24%
Seattle Metrc 5,00t 21% 5,00¢ 21%
Other Region 30z 1% 30z 1%
Total 24,39: 10C% 23,831 10(%

Co4nvestments including Fund Il communities and comities sold in 2007 including City Heights and tfoar Portland metropolite
communities are not included in the table preseaten/e for both periods presented.

Comparison of the Three Months Ended June 30, 20G8 the Three Months Ended June 30, 2007

Our average financial occupancies for the Compastgbilized apartment communities or “Quarterly 8dPnoperties” gtabilized propertie
consolidated by the Company for the quarters eddeé 30, 2008 and 2007) increased 60 basis poi8.4% as of June 30, 2008 from 95
as of June 30, 2007. Financial occupancy is defie the percentage resulting from dividing acteatal revenue by total possible re
revenue. Actual rental revenue represents contmhotital revenue pursuant to leases without cenisig delinquency and concessions. T
possible rental revenue represents the value afpalttment units, with occupied units valued attramtual rental rates pursuant to leases
vacant units valued at estimated market rents. @fev® that financial occupancy is a meaningful soea of occupancy because it consi
the value of each vacant unit at its estimated etarate. Financial occupancy may not completelyecéfshortterm trends in physic
occupancy and financial occupancy rates as disglogether REITs may not be comparable to our dafimn of financial occupancy.

The regional breakdown of the Company’s Quartedyn&Property portfolio for financial occupancy for thaarter ended June 30, 2008
2007 is as follows:

Three months endec

June 30,
2008 2007
Southern Californi: 95.%% 95.%%
Northern Californie 97.6% 96.5%
Seattle Metrc 96.6% 96.5%
Other Regior 85.8% 92.2%

The following table illustrates a breakdown of newe amounts, including revenues attributable tabarterly Same-Properties.

Three Months Ended

Number of June 30, Dollar Percentage
Properties 2008 2007 Change Change
Property Revenue (dollars in thousand:
Sam«Properties
Southern Californi 58 $ 49,02 $ 47,80C $ 1,22 2.€%
Northern Californie 18 19,69¢ 17,90¢ 1,78¢ 10.C
Seattle Metrc 24 16,07 14,90¢ 1,167 7.8
Other Regior 1 471 487 (16) (3.9
Total Sam-Property revenue 101 85,26¢ 81,10: 4,162 51
Non-Same Property Revenues 18,10( 13,09: 5,00¢ 38.:
Total property revenues $ 103,36¢ $ 94,19 $ 9,171 9.7%

(1) Includes properties acquired during 2007, eigblevelopment communities, three office buildiags one development community.
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Quarterly Same-Property Reventipsreased by $4.2 million or 5.1% to $85.3 millimnthe second quarter of 2008 from $81.1 milliorthe
second quarter of 2007. The increase in the seqodter of 2008 was primarily attributable to fherease in scheduled rents from
Quarterly Samé?roperties which increased $3.7 million or 4.6% paned to the second quarter of 2007. Average Ireatias for Quarter
SameProperty communities were $1,378 per unit in theoed quarter of 2008 compared to $1,318 per unithim second quarter
2007. Occupancy increased quarter over quartéOblyasis points or $0.3 million, and delinquenentrconcessions, and other income
consistent between quarters.

Quarterly Non-Same Property Revenireseased by $5.0 million or 38.3% to $18.1 milliorthe second quarter of 2008 from $13.1 millio
the second quarter of 2007. The increase was phntlue to nine operating properties acquired sidanuary 1, 2007 and eight properties
are in redevelopment and classified in non-sampesty results.

Total Expensedncreased $7.6 million or 9.1% to $90.2 milliontime second quarter of 2008 from $82.7 million ie Becond quarter
2007. Property operating expenses including rete taxes increased by $3.7 million or 11.9%tterquarter, which is primarily due to
acquisition of nine new operating properties sidaruary 1, 2007 and annual increases in salartbseah estate taxes. Depreciation exp
increased by $4.1 million or 16.5% for the secondrter 2008 compared to the second quarter of 20@%arily due to the acquisition of n
properties totaling approximately $350.0 milliordazapitalization of approximately $77.4 million additions to rental properties during 2007.

Income from discontinued operatiofor the second quarter of 2007 includes operategults for the four Portland metropolitan reg
communities, which were sold in the fourth quadEP007, and the gain on sale of condominiums @B $nillion. There was no income fr
discontinued operations during the second quaft20@8.

Comparison of the Six Months Ended June 30, 2008 tbe Six Months Ended June 30, 2007

Our average financial occupancies for the Compastgbilized apartment communities or “2008/2007 &d&thoperties” gtabilized propertie
consolidated by the Company for the six months éntlme 30, 2008 and 2007) increased 50 basis poirf®8.1% as of June 30, 2008 fi
95.6% as of June 30, 2007.

The regional breakdown of the Company’s 2008/208m&Property portfolio for financial occupancy for thix months ended June 30, 2
and 2007 is as follows:

Six Months Ended

June 30,
2008 2007
Southern Californi: 95.59% 95.4%
Northern Californic 97.5% 95.%%
Seattle Metrc 96.6% 96.1%
Other Regior 88.5% 91.2%

The following table illustrates a breakdown of thesvenue amounts, including revenues attributab®908/2007 Same-Properties.

Six Months Ended

Number of June 30, Dollar Percentage
Properties 2008 2007 Change Change
Property Revenue (dollars in thousand:
Sam«Properties
Southern Californi 57 $ 94,92: $ 92,66t $ 2,25¢ 2.4%
Northern Californie 18 38,94: 35,12¢ 3,81: 10.€
Seattle Metrc 23 30,56¢ 28,13¢ 2,43( 8.€
Other Region 1 964 97¢ (15) (1.5)
Total Sam-Property revenue 99 165,39¢ 156,91 8,48¢ 54
Non-Same Property Revenues 39,44¢ 26,94¢ 12,49¢ 46.4
Total property revenue $ 204,84: $ 183,86( $ 20,98: 11.4%

(1) Includes properties acquired during 2007, tatevelopment communities, three office buildingsl ane development community.
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2008/2007 Same-Property Revenireseased by $8.5 million or 5.4% to $165.4 millifam the six months ended June 30, 2008 compal
$156.9 million for the six months ended June 3M720The increase for the six months ended Jun@@@8 was primarily attributable to
increase in the scheduled rents from the 2008/Z2MeProperty portfolio which increased $7.9 million ®10%. Average rental rates
2008/2007 Same-Propertycommunities were $1,378 per unit for the six morghded June 30, 2008 compared to $1,311 per unihéosi
months ended June 30, 2007. Occupancy increaséldefeix months ended June 30, 2008 by 50 basigspar $0.5 million, and delinquen:
rent concessions, and other income were consiseween periods.

2008/2007 Non-Same Property Revenneseased by $12.5 million or 46.4% to $39.4 millifor the six months ended June 30, 2008
$26.9 million for the six months ended September Z6. The increase was primarily due to ninerajpggy communities acquired sir
January 1, 2007.

Total Expensesicreased $20.0 million or 12.6% to $178.5 million the six months ended June 30, 2008 compar&d%8.5 million for th
six months ended June 30, 2007. Property operatipgnses including real estate taxes increasé&Y lymillion or 11.7% for the six mont
ended June 30, 2008, which is primarily due toattguisition of nine operating properties since dayd, 2007 and annual increases in sal
and real estate taxes. Depreciation expense seuday $10.6 million or 23.2% for six months endade 30, 2008 compared to the six ma
ended June 30, 2007, primarily due to the acqaisitbf new properties totaling approximately $35@nlllion and capitalization ¢
approximately $77.4 million of additions to renpabperties during 2007.

Equity income in c-investmentsncreased by $4.6 million due primarily to the rgpent of the Compang’ remaining investment in t
Mountain Vista, LLC joint venture for the six mostended June 30, 2008. The Company recognizech$ibi@ of preferred income resulti
from the final repayment of the investment for silemonths ended June 30, 2008, compared to $2lidmriecognized as income related to
partial repayment of the investment for the six therended June 30, 2007. The Company recordetiyanoome on its investment in Func
of $0.7 million for the six months ended June 3MW& compared to income of $0.1 million for the wignths ended June 30, 2007.

Income from discontinued operatiofor the for the six months ended June 30, 200 des the sale of the City Heights joint venturepperty
for a gain of $13.7 million, net of minority intesie and $10.3 million in fees from the City Heigfagt venture partner, and the gain on sa
condominiums for $0.9 million. Also included inett2007 income from discontinued operations areofferations from the sale of the f
Portland metropolitan region communities which agced in the fourth quarter of 2007. There wasmamime from discontinued operations
the six months ended June 30, 2008.

Liquidity and Capital Resources

In June 2008, Standard and Poor's (“S&Raffirmed its corporate credit rating of BBB/Staldbr Essex Property Trust, Inc. and E:
Portfolio L.P.

At June 30, 2008, the Company had $21.0 millioruofestricted cash and cash equivalents. We betimatecash flows generated by
operations, existing cash balances, availabilityeurexisting lines of credit, access to capitalkaty and the ability to generate cash gains
the disposition of real estate are sufficient teetradl of our reasonably anticipated cash needmg®008. The timing, source and amoun
cash flows provided by financing activities anddige investing activities are sensitive to changemterest rates and other fluctuations in
capital markets environment, which can affect dang for acquisitions, dispositions, development sdevelopment activities.

The Company has a $200.0 million unsecured lineredit and, as of June 30, 2008, there was $53Ibmoutstanding balance on the line
an average interest rate of 3.5%. This facility uned in March 2009, with an option for a oyear extension. The underlying interest rat
this line is based on a tiered rate structuretoemh S&P rating on the credit facility (currenBB-) at LIBOR plus 0.8%.

The Company also has a $100 million credit facifigm Freddie Mac, that is secured by eight apantneemmunities and which matures
January 2009. As of June 30, 2008, we had $10®@mibutstanding under this line of credit at ari@ge interest rate of 3.1%. The underl
interest rate on this line is between 55 and 59sbpsints over the Freddie Mac Reference Rate. Chmpany has signed a lettet
commitment to enter into a new fiyear secured line of credit facility to replace thdsting secured line of credit facility that masi ir
January 2009. The new secured facility will expdinel existing secured facility from $100 million $150 million, and the new facility
expandable to $250 million. The Company anticipdtet the closing date for the new secured fgailill occur during the fourth quarter
2008. In March 2007, the Company entered intoraeaured revolving line of credit for $10.0 millieith a commercial bank with a curr
extended maturity date of March 2009. Borrowinglemthis revolving line of credit are at the banrime Rate less 2.0%. As of June
2008 there was a no balance on the revolving lfneexdit. The line is used to fund short-term wngkcapital needs. The Compasyine o
credit agreements contain debt covenants relatéichitations on indebtedness and liabilities, mairence of minimum levels of consolide
earnings before depreciation, interest and amaidizaand maintenance of minimum tangible net wofflhe Company was in compliance v
the line of credit covenants as of June 30, 20@BRecember 31, 2007.
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During the first quarter of 2007, the Company filadnew shelf registration statement with the SE@wing the Company to sell .
undetermined number or amount of certain equitydetat securities as defined in the prospectus.

The Company may from time to time sell shares ofirmmn stock into the existing trading market at entmmarket prices through its Contro
Equity Offering program with Cantor Fitzgerald & CBuring the first six months ended June 30, 20@8,shares were sold under
program.

In August 2007, the ComparsyBoard of Directors authorized a stock repurclpdae to allow the Company to acquire shares inggmejate ¢
up to $200 million. The program supersedes thensomstock repurchase plan that Essex announcedaynlll, 2001. During January 20
the Company under its stock repurchase progranrekased and retired 143,400 shares of its commomk $or approximately $13.7 millio
at an average stock price of $95.64 per share. Qdmpany has authorization to repurchase an additi®154 million under the sto
repurchase plan.

The Company sold 5,980,000 shares of 4.875% S€&ri€simulative Convertible Preferred Stock for grpesceeds of $149.5 million duri
the third quarter of 2006. Holders may converti€2eG Preferred Stock into shares of the Compmamrmgmmon stock subject to cert
conditions. The conversion rate was initially @@&hares of common stock per the $25 share litjaidareference, which is equivalent tc
initial conversion price of approximately $136.68rpshare of common stock (the conversion rate léllsubject to adjustment upon
occurrence of specified events). The conversitmisacurrently 0.1842 shares of common stock gérger share liquidation preference. O
after July 31, 2011, the Company may, under cedimaumstances, cause some or all of the SerieseferPed Stock to be converted into sh
of common stock at the then prevailing conversate.r

The Company, through its Operating Partnership, %225 million of outstanding exchangeable senidesidthe “Notes”with a coupon ¢
3.625% due 2025. The Notes are senior unsecuréghtibhs of the Operating Partnership, and are fatld unconditionally guaranteed by
Company. On or after November 1, 2020, the Notdshe exchangeable at the option of the holdeo itdish and, in certain circumstance
Essex’s option, shares of the Compangbmmon stock at an initial exchange price of $2B3er share subject to certain adjustments.
Notes will also be exchangeable prior to Novemhe2QP0, but only upon the occurrence of certairciigel events. On or after Novembe
2010, the Operating Partnership may redeem allgmrion of the Notes at a redemption price eqaahe principal amount plus accrued
unpaid interest (including additional interestaify). Note holders may require the Operating Rastrip to repurchase all or a portion of
Notes at a purchase price equal to the principauaplus accrued and unpaid interest (includindjtamhal interest, if any) on the Notes
November 1, 2010, November 1, 2015 and Novemb2020.

As of June 30, 2008, our mortgage notes payabddetbt1.4 billion which consisted of $1.1 billionfixed rate debt with interest rates vary
from 4.86% to 8.18% and maturity dates ranging fr2098 to 2018 and $243.1 million of taxempt variable rate demand bonds wi
weighted average interest rate of 3.6%. Theeteempt variable rate demand bonds have maturitysdatnging from 2009 to 2039, and
subject to interest rate caps.

The Company pays quarterly dividends from cashlaig for distribution. Until it is distributed, sh available for distribution is invested
the Company primarily in shoterm investment grade securities or is used byGbmpany to reduce balances outstanding undemigsd
credit.

The Companys current financing activities have not been sdydnepacted by the tightening in the credit marke®ur strong balance she
the established relationships with our unsecuneel &if credit bank group and access to Fannie MdeFaeddie Mac secured debt financ
have mitigated the impact to us of the turmoil ge@xperienced by many other real estate compafesently, we have experienced s
expansion in credit spreads as Fannie Mae and ierddiac’s tier 4 financing are currently at approximate@0 Dbasis points over the relev
U.S. treasury securities.

Derivative Activity

As of June 30, 2008 the Company had entered imgfiot éorwardstarting interest rate swaps totaling a notionabam of $400 million witl
interest rates ranging from 5.1% to 5.9% and getlds dates ranging from July 2010 to October 20lliese derivatives are expecte
economically hedge the cash flows associated withréfinancing of debt that matures between JuBB82ihd October 2011 and they que
for hedge accounting under FASB Statement No. 188counting for Derivative Instruments and HedgiAgtivities." The fair value of tF
derivatives decreased $1.9 million during the sbnths ended June 30, 2008 to a liability value 1.3 million as of June 30, 2008, and
derivative liability was recorded in other liaki#is in the Companyg’ condensed consolidated financial statements. chlhages in the fe
values of the derivatives are reflected in accutedather comprehensive (loss) income in the Conigacondensed consolidated finan
statements. No hedge ineffectiveness on cashiimiges was recognized during the quarter ended3yrgd08 and 2007.
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During April 2008, The Company obtained a $31.9iorilloan secured by Park Hill at Issaquah, a comitgdocated in Issaquah, Washingt
with a fixed interest rate of 5.5%, which maturasApril 2018. In conjunction with this transaatiothe Company settled a $30.0 mill
forwardstarting swap for a $1.7 million payment to the meuparty. The amortization of the loss on setdetof the swap increases
effective interest rate on the mortgage loan t86.1

During June 2008, The Company obtained a $22.5amilban secured by Hampton Place, a communitytéata Los Angeles, with a fix
interest rate of 6.1%, which matures in June 20h8onjunction with this transaction, the Compae®ytled a $20.0 million forwarstarting
swap for a $0.1 million payment to the counterpaifje amortization of the loss on settlement efstvap increases the effective interest
on the mortgage loan to 6.2%.

Development and Predevelopment Pipe

The Company defines development activities as newpgsties that are being constructed, or are nemlystructed and, in the case
development communities, are in a phase of le@sand have not yet reached stabilized operatisssof June 30, 2008, excludi
development projects owned by Fund Il, the Compaay five development projects comprised of 1,268suor an estimated cost of $48
million, of which $285.2 million remains to be exjked.

The Company defines the predevelopment pipelineeas properties in negotiation or in the entitlempracess with a high likelihood
becoming development activities. As of June 3@&@he Company had three development communitiatinig an estimated 1,018 units 1
were classified as predevelopment projects. Thienated total cost of the predevelopment pipelindume 30, 2008 was $316.9 million
which $224.1 million remains to be expended. Twmnpany may also acquire land for future develogmenposes. The Company ow
five land parcels held for future development aggtimg an estimated 434 units as of June 30, ZDIB8.Company had incurred $26.6 mill
in costs related to these five land parcels asioé B0, 2008.

The Company expects to fund the development pipdiiyn using a combination of some or all of thedwiing sources: its working capit
amounts available on its lines of credit, net peatsefrom public and private equity and debt isseanand proceeds from the dispositio
properties, if any.

Redevelopmet

The Company defines redevelopment activities astiegi properties owned aecently acquired, which have been targeted foitiacdl
investment by the Company with the expectatiomoféased financial returns through property impnoeet. The Compang’redevelopme
strategy strives to improve the financial and ptaisaspects of the Compasyedevelopment apartment communities and to tatdegast a 1
percent return on the incremental renovation imaest. Many of the Comparg/properties are older and in excellent neighbadbpproviding
lower density with large floor plans that represatitactive redevelopment opportunities. Durindereelopment, apartment units may no
available for rent and, as a result, may have tkas stabilized operations. As of June 30, 2088, Gompany had eleven redevelopr
communities aggregating 3,344 apartment units witimated redevelopment costs of $123.7 millionwbich approximately $59.8 millic
remains to be expended. These amounts excludestievelopment projects owned by Fund II.

Alternative Capital Sources

Fund Il has eight institutional investors, and @@mpany, with combined partner equity commitmerfit$265.9 million. Essex has commit
$75.0 million to Fund Il, which represents a 28.28terest as general partner and limited partriéund |l utilizes leverage equal
approximately 55% upon the initial acquisition 6ttunderlying real estate. Fund Il invested inr@mpant communities in the Company’
targeted West Coast markets and, as of June 3@, 20hed eleven apartment communities and threeldement projects. Essex recc
revenue for its asset management, property manageehevelopment and redevelopment services whemedaiand promote income wt
realized if Fund Il exceeds certain financial ratbenchmarks.

22




I ndex
Contractual Obligations and Commercial Commitments

The following table summarizes the maturation oe diates of our contractual obligations and othenrodments at June 30, 2008, and
effect these obligations could have on our liqyi@ihd cash flow in future periods:

2009 and 2011 and

(In thousands) 2008 2010 2012 Thereafter Total

Mortgage notes payab $ 88,99: $ 190,93 $ 184,38: $ 920,91+ $ 1,385,22
Exchangeable bont - - - 225,00( 225,00(
Lines of credit - 155,00( - - 155,00(
Interest on indebtedne 37,59: 94,63¢ 56,35( 180,34( 368,91¢
Development commitmen 65,80( 306,40( 101,00( 36,20( 509,40(
Redevelopment commitmer 19,80( 40,00( - - 59,80(
Essex Apartment Value Fund II, L.P. capital comneitrt 9,85¢ - - - 9,85¢

$ 222,04 $ 786,97( $ 341,73t $ 136245 $ 2,713,19

Critical Accounting Policies and Estimates

The preparation of condensed consolidated finarst&ements, in accordance with U.S. generally@edeaccounting principles requires
Company to make estimates and judgments that dffeateported amounts of assets, liabilities, reesrand expenses and related disclo
of contingent assets and liabilities. We defing¢ical accounting policies as those accounting jedi¢chat require our management to exe
their most difficult, subjective and complex judgme Our critical accounting policies relate prpally to the following key areas:
consolidation under applicable accounting standéodentities that are not wholly owned; (ii) assiag the carrying values of our real es
properties and investments in and advances to yeintures and affiliates; (iii) internal cost cafization; and (iv) qualification as a REIT. 1
Company bases its estimates on historical expeFjecurrent market conditions, and on various o#ssumptions that are believed tc
reasonable under the circumstances. Actual remaisdiffer from those estimates made by management.

The Companys critical accounting policies and estimates hawst ahanged materially from information reported"@ritical Accounting
Policies and Estimates" included in ManagementsBsion and Analysis of Financial Condition anduRs of Operations in the Compasy’
Annual Report on Form 10-K for the year ended Ddwam31, 2007.

Forward Looking Statements

Certain statements in this "Management's Discusaimh Analysis of Financial Condition and ResultsQgferations," and elsewhere in -
quarterly report on Form 1Q-which are not historical facts may be considdogdiard looking statements within the meaning oftm 274
of the Securities Act of 1933, as amended, andi@e@lE of the Securities and Exchange Act of 13amended, including statem
regarding the Company's expectations, hopes, iotent beliefs and strategies regarding the futf@ward looking statements inclt
statements regarding the Compangxpectations as to the timing of completion afrent development and redevelopment projects ae
stabilization dates of such projects, expectatisrtcathe total projected costs of predevelopmeetelbpment and redevelopment proje
beliefs as to our ability to meet our cash needindl?2008 and to provide for dividend payments éocadance with REIT requirements,
Company’s and Fund II's development and redevelopipipeline, statements regarding the anticipatesing date of the Compars/hew line
of credit facility, and statements regarding therfpany's financing activities.

Such forwardeoking statements involve known and unknown righscertainties and other factors including, but hwited to, that th
Company will fail to achieve its business objecsivthat the actual completion of development amgvelopment projects will be subjec
delays, that the stabilization dates of such ptejegll be delayed, that the total projected castgurrent predevelopment, development
redevelopment projects will exceed expectationat fuch development and redevelopment projectsnatllbe completed, that developn
and redevelopment projects and acquisitions willltfameet expectations, that estimates of futamime from an acquired property may pi
to be inaccurate, that future cash flows will badequate to meet operating requirements and/orbwilinsufficient to provide for dividel
payments in accordance with REIT requirements, tiete may be a downturn in the markets in whiegh@ompany's properties are loca
that the terms of any refinancing may not be asri@vle as the terms of existing indebtedness, #swé¢hose risks, special considerations,
other factors discussed under the caption "PotelRtietors Affecting Future Operating Results" belamd those discussed in Item 1Risk
Factors,” of the Company's Annual Report on FormKlfor the year ended December 31, 2007, and thasde factors and spec
considerations set forth in the Company's othérd#l with the Securities and Exchange Commissibe (SEC”) which may cause the act
results, performance or achievements of the Compabg materially different from any future resufierformance or achievements expre
or implied by such forward-looking statements. fsltwardiooking statements are made as of the date hemadfthe Company assumes
obligation to update this information.
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Funds from Operations (“FFQO”)

FFO is a financial measure that is commonly usethé& REIT industry. The Company presents fundsfaperations as a suppleme
performance measure. FFO is not used by the Comasnnor should it be considered to be, an altido net earnings computed un
GAAP as an indicator of the Comparyoperating performance or as an alternative tb frasn operating activities computed under GAA|
an indicator of the Company’s ability to fund isst needs.

FFO is not meant to represent a comprehensiversystdinancial reporting and does not present, dmgs the Company intend it to presel
complete picture of its financial condition and mgieng performance. The Company believes thaeaatings computed under GAAP ren
the primary measure of performance and that FFa@hlig meaningful when it is used in conjunction witat earnings. Further, the Comp
believes that its consolidated financial statemeptspared in accordance with GAAP, provide the trmosaningful picture of its financ
condition and its operating performance.

In calculating FFO, the Company follows the defmitfor this measure published by the National Agsion of REITs (“NAREIT”),which is
a REIT trade association. The Company believes tirader the NAREIT FFO definition, the two mosgrsficant adjustments made to
income are (i) the exclusion of historical cost ejation and (ii) the exclusion of gains and Issfem the sale of previously depreci:
properties. The Company agrees that these two NAR#&justments are useful to investors for theofelhg reasons:

(a) historical cost accounting for real estateetsss accordance with GAAP assumes, through digiee charges, that the value
real estate assets diminishes predictably over. tM@REIT stated in its White Paper on Funds frome@pions $ince real estate asset va
have historically risen or fallen with market catmolis, many industry investors have consideredgmtagions of operating results for real e
companies that use historical cost accounting tm$efficient by themselves.” Consequently, NARE Tefinition of FFO reflects the fact t
real estate, as an asset class, generally apgeadeatr time and depreciation charges required A%R5do not reflect the underlying econol
realities.

(b) REITs were created as a legal form of orgaiirain order to encourage public ownership of resthte as an asset class thr
investment in firms that were in the business ofjlberm ownership and management of real estate. eXclusion, in NAREITS definition o
FFO, of gains and losses from the sales of preljialepreciated operating real estate assets allovestors and analysts to readily identify
operating results of the long-term assets that filvencore of a REIT's activity and assists in conmgathose operating results between periods.

Management believes that is has consistently appglie NAREIT definition of FFO to all periods presed. However, there is judgm

involved and other REIT<alculation of FFO may vary from the NAREIT defioit for this measure, and thus their disclosurefe® may nc
be comparable to the Company’s calculation.
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The following table sets forth the Company’s cadtian of FFO for the three and six months ende@ Bt 2008 and 2007 (in thousands
except for per share data):

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Net income available to common stockholc $ 9,68t $ 9,877 $ 25,39: $ 45,18(
Adjustments
Depreciation and amortizatic 28,68: 25,16¢ 56,41% 46,88
Gains not included in FF - (461 - (14,50
Minority interests and co-investments (1) 1,892 1,91¢ 4,31¢ 4,321
Funds from operatior $ 40,26: $ 36,497 $ 86,12( $ 81,88
Funds from operations per share - diluted $ 14¢ $ 132 $ 3.1 $ 3.01
Weighted average number shares outstanding di(@} 27,623,93 27,592,97 27,527,62 27,192,46

(1) Amount includes the following: (i) minority intereselated to Operating Partnership units, and dgpreciation add back for co-
investments
(2) Assumes conversion of all dilutive outstanding afieg partnership interests in the Operating Pastrip.

Item 3: Quantitative and Qualitative Disclosures Almut Market Risks
I nterest Rate Hedging Activities

The Companys objective in using derivatives is to add stapitit interest expense and to manage its exposuirgeest rate movements
other identified risks. To accomplish this objeeti the Company primarily uses interest rate swapspart of its cash flow hedg
strategy. Interest rate swaps designated as tmshhedges involve the receipt of variable-rate ants in exchange for fixethte paymen
over the life of the agreements without exchangthefunderlying principal amount. As of June 3008, we had entered into eight forward-
starting swap contracts to mitigate the risk ofndes in the interest-related cash outflows on fstxd issuance of lortgrm debt. Th
forward-starting swaps are cash flow hedges of the vaitialil ten years of forecasted interest paymensseiated with the refinancing of 1
Company’s longerm debt between 2008 and 2011. As of June 3®,28@ Company also had $243.1 million of variale indebtedness,
which $179.5 million is subject to interest rat gaotection. All derivative instruments are desited as cash flow hedges, and the Comr
does not have any fair value hedges as of Jun20®®.

The following table summarizes the notional amouwsat;rying value, and estimated fair value of ourivdgive instruments used to he:
interest rates as of June 30, 2008. The notiamalunt represents the aggregate amount of a gartsecurity that is currently hedged at
time, but does not represent exposure to creddrest rates or market risks. The table also iredua sensitivity analysis to demonstrate
impact on our derivative instruments from an inseear decrease in 10-year Treasury bill intera@ssriay 50 basis points, as of June 30, 2008.

Carrying
and
Estimate
Notional Maturity Fair +50 -50
(Dollars in thousands) Amount Date Range Value Basis Points  Basis Points
Cash flow hedges

Interest rate forwar-starting swap $  400,00( 200¢-2011  $ (10,319 $ 317, $ (26,899
Interest rate caf 179,52! 200¢-2011 69 161 24
Total cash flow hedges $ 579,52! 2007-2011 $ (10,249 $ 333 $ (26,875

Interest Rate Sensitive Liabilities

The Company is exposed to interest rate changesagly as a result of its line of credit and lotegm debt used to maintain liquidity and fi
capital expenditures and expansion of the Compang& estate investment portfolio and operationse Tompanys interest rate ris
management objective is to limit the impact of iat# rate changes on earnings and cash flows atover its overall borrowing costs.
achieve its objectives the Company borrows primaatl fixed rates and may enter into derivative riicial instruments such as interest
swaps, caps and treasury locks in order to mitigjaténterest rate risk on a related financial iastent. The Company does not enter
derivative or interest rate transactions for speitee purposes.
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The Companys interest rate risk is monitored using a varietytezhniques. The table below presents the prih@paounts and weight
average interest rates by year of expected maturigvaluate the expected cash flows. Managemdigtvbs that the carrying amounts of
LIBOR debt approximates fair value as of June 3W&because interest rates, yields and other tEamthese instruments are consistent
yields and other terms currently available to thempany for similar instruments. Management hasmedéd that the fair value of 1
Companys $1.37 billion of fixed rate mortgage notes pagadoid exchangeable bonds at June 30, 2008 is apyatety $1.42 billion based
the terms of existing mortgage notes payable coetpiar those available in the marketplace.

For the Years Ended 2008(1) 2009 2010(2) 2011(3) 2012 Thereafter Total Fair value
(In thousands

Fixed rate dek $ 88,99 23,45¢ 153,59: 152,00« 31,87: 917,21(  $1,367,12. $1,415,15.
Average interest ral 6.7% 6.4% 8.1% 6.4% 5.4% 5.C%

Variable rate dek $ - 168,88! - 50¢ - 228,7044) $ 398,09¢ $ 398,09¢
Average interes - 3.4% - 4.C% - 3.5%

(1) $25 million covered by a forward-starting svatm fixed rate of 5.082%, with a settlement dat@wobefore January 1, 2009.

(2) $150 million covered by three forwastarting swaps with fixed rates ranging from 5.09@%6.824%, with a settlement date on or be
January 1, 2011.

(3) $125 million covered by forwarstarting swaps with fixed rates ranging from 5.658%6.8795%, with a settlement date on or b¢
February 1, 2011. $50 million covered by a forwatarting swap with a fixed rate of 5.535%, witheitlement date on or before July
2011. $50 million covered by a forwasthrting swap with a fixed rate of 5.343%., witeatlement date on or before October 1, 2011.
Company intends to encumber certain unencumbessdsadguring 2011 in conjunction with the settlenwrthese forward-starting swaps.

(4) $179.5 million subject to interest rate caps.

The table incorporates only those exposures thist @z of June 30, 2008; it does not consider tleapesures or positions that could arise
that date. As a result, our ultimate realized gaitoss, with respect to interest rate fluctuatjomsuld depend on the exposures that arise d
the period, our hedging strategies at the time,iatedest rates.

Item 4 : Controls and Procedures

As of June 30, 2008, we carried out an evaluatiorder the supervision and with the participationneinagement, including our Ct
Executive Officer and Chief Financial Officer, dfet effectiveness of the design and operation of disclosure controls and procedt
pursuant to Rules 136 of the Securities Exchange Act of 1934, as améndased upon that evaluation, the Chief Exeeu¥ficer an
Chief Financial Officer concluded that our disclmsiwcontrols and procedures are effective in timalgrting management to mate
information relating to the Company that is reqdite be included in our periodic filings with thedirities and Exchange Commission. T
were no changes in the Compasnynternal control over financial reporting, thatcarred during the quarter ended June 30, 2008 hifa
materially affected, or are reasonably likely tatenglly affect, the Company’s internal control ofi@ancial reporting.

Part Il -- Other Information
Item 1: Legal Proceedings

Recently there has been an increasing number @uigsvagainst owners and managers of apartment ooities alleging personal injury a
property damage caused by the presence of mol@sidential real estate. Some of these lawsuit® asulted in substantial monet
judgments or settlements. The Company has beahfsuenold related matters and has settled somenduall, of such matters. Insura
carriers have reacted to mold related liability edgaby excluding mold related claims from standawoticies and pricing mold endorsement
prohibitively high rates. The Company has, howeyerchased pollution liability insurance, whickclides some coverage for mold. -
Company has adopted policies for promptly addrgsaimd resolving reports of mold when it is detecttl to minimize any impact me
might have on residents of the property. The Compaelieves its mold policies and proactive respotts address any known existel
reduces its risk of loss from these cases. Thamebe no assurances that the Company has iderdifi¢édesponded to all mold occurrences
the Company promptly addresses all known reportsioid. Liabilities resulting from such mold reldtenatters are not expected to ha
material adverse effect on the Companfyihancial condition, results of operations ortciews. As of June 30, 2008, no potential liatgh fol
mold and other environmental liabilities are quieitie and an estimate of possible loss cannot &@éem
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The Company carries comprehensive liability, fegtended coverage and rental loss insurance fdr efathe Properties. There are, howe
certain types of extraordinary losses, such asefample, losses for terrorism or earthquake, foickvthe Company does not have insur:
coverage. Substantially all of the Properties acatied in areas that are subject to earthquakeatgcti

The Company is subject to various other lawsuitthexnormal course of its business operations.h $awsuits could have a material adv:
effect on the Company’s financial condition, reswf operations or cash flows.

Item IA: Risk Factors

In evaluating all forwardeoking statements, you should specifically consigirious factors that may cause actual resultgaty from thos
contained in the forward-looking statements. Mé&amtors affect the Company’s actual financial perfance and may cause the Company
future results to be different from past perforn@noc trends. These factors include those set fortter the caption “Risk Factors! Item 1A
of the Company’s Annual Report on Form 10-K for ffear ended December 31, 2007 as filed with the 8&Cavailable at www.sec.gov
under the caption “Potential Factors Affecting Fat@perating Results,” and the following:

Development and Redevelopment Activ

The Company pursues development and redevelopmejdcts of apartment communities from time to timiéese investments generi
require various government and other approvals,réoeipt of which cannot be assured. The Compagrelopment and redevelopm
activities generally entail certain risks, incluglithe following:

« funds may be expended and management's time deteopedjects that may not be completed;

« construction costs of a project may exceed origiséimates possibly making the project economiaatifieasible;
« projects may be delayed due to, among other thadygrse weather conditions;

« occupancy rates and rents at a completed projegcbméess than anticipated; and

« expenses at a completed development project maijgher than anticipated.

These risks may reduce the funds available foribigton to the Company's stockholders. Furthee, development and redevelopmen
properties is also subject to the general riske@ated with real estate investments.

Interest Rate Fluctuatior

The Company monitors changes in interest rates laglbves that it is well positioned from both auidjty and interest rate ri
perspective. The immediate effect of significantd aapid interest rate increases would result ghéi interest expense on the Compe
variable interest rate debt. The effect of prolahggerest rate increases could negatively imgaeiQompany's ability to make acquisitions
develop properties and the Company's ability tinegfce existing borrowings at acceptable ratesragatively impact the current divide
rate.

Item 4: Submissions of Matters to a Vote of SecurtHolders

At the Company’s annual meeting, held on May 6,82@0Menlo Park, California, the following votes s#curity holders occurred:

(a) The following persons were duly elected by the ldtotders of the Company as Class Il directors ef@ompany, each for a th
(3) year term (until 2011) and until their successare elected and qualifie

(1) David W. Brady, 21,201,288 votes for and 405,41t&savithheld.

(2) Robert E. Larson, 21,202,082 votes for and 404y&t8s withheld; an

(3) Michael J. Schall, 21,155,371 votes for and 451)38@s withheld; an

(4) Willard H. Smith, Jr., 21,201,213 votes for and 4@8 votes withheld; ar

(b) The stockholders ratified the appointment of KPMGPLas the Companyg’ independent public auditors for the year e
December 31, 2008 by a vote of 21,532,132 for, B2 dtes against and 12,514 votes abstait
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Item 6 : Exhibits
A.  Exhibits
12.1  Ratio of Earnings to Fixed Charg
31.1 Certification of Keith R. Guericke, Chief Executi@ficer, pursuant to Section 302 of the Sarb-Oxley Act of 2002
31.2  Certification of Michael T. Dance, Chief Financ@fficer, pursuant to Section 302 of the Sarb-Oxley Act of 2002
32.1 Certification of Keith R. Guericke, Chief Executi@ficer, pursuant to Section 906 of the Sarb-Oxley Act of 2002

32.2  Certification of Michael T. Dance, Chief Financ@fficer, pursuant to Section 906 of the Sarb-Oxley Act of 2002

SIGNAT URE

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisdréiport to be signed on its behalf by
undersigned thereunto duly authorized.

ESSEX PROPERTY TRUST, IN(
(Registrant)

Date: August 6, 200

By: /S/ MICHAEL T. DANCE

Michael T. Dance
Executive Vice President, Chief Financial Offi
(Authorized Officer, Principal Financial Office

IS/ BRYAN HUNT

Bryan Hunt
Vice President, Chief Accounting Offic
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Exhibit 12.1
ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Schedule of computation of Ratio and Earnings to ked Charges and Preferred Stock Dividends
(Dollars in thousands, except ratios)
Quarter
ended
June 30 Years ended December 3
2008 2007 2006™ 2005 2004 2003

Earnings:
Income before discontinued

operations $ 11,99¢ $ 41,66¢ $ 33,00 $ 47,37 $ 72,75¢ $ 27,17¢
Gain on sales of real est: - - - (6,397 (7,909 -
Minority interests 5,34¢ 19,937 18,80" 20,70¢ 28,13: 25,827
Interest expens 19,78 80,99t 72,89¢ 70,78¢ 60,70¢ 49,98¢
Amortization of deferre:

financing costs 71t 3,071 2,74f 1,94 1,56( 1,18
Total earnings $ 37,84  $ 145,660 $ 127,45,  $ 134,42. $ 155,24¢  $ 104,17-
Fixed charges:
Interest expens $ 19,78:  $ 80,99t $ 72,89¢ % 70,78 % 60,70¢ $ 49,98t
Amortization of deferrel

financing cost: 71¢ 3,071 2,74¢ 1,947 1,56( 1,187
Capitalized interes 2,89¢ 5,134 3,91 1,10( 1,997 4,08¢
Preferred stock dividenc 2,311 9,17¢ 5,14k 1,95: 1,952 19t
Perpetual preferred unit

distributions 2,56( 10,23¢ 10,23¢ 10,23¢ 14,17t 17,99¢

Total fixed charges and
preferred stock dividends $ 28,26t $ 108,61 $ 94,93¢ $ 86,02: $ 80,39: $ 73,44%

Ratio of earnings to fixed
charges (excluding
preferred stock dividends
and preferred unit
distributions) 1.6z X 1.6z X 1.6C X 1.82 X 24z X 1.8¢ X

Ratio of earnings to
combined fixed charges
and preferred stock
dividends 1.3¢ X 1.34 X 1.34 X 1.5€¢ X 1.9¢ X 1.4z X

(1) The above financial and operating information frdamuary 1, 2003 through December 31, 2003 rethectetroactive
adoption of FIN 46R and SFAS 123. The results arapions for 2006, 2005, 2004, and 2003 have bedagsified to reflect
discontinued operations for properties sold subsegio December 31, 20C




EXHIBIT 31.1

ESSEX PROPERTY TRUST, INC.
Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, Keith R. Guericke, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of Essex Property Trust, In

Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omdit&de a material fact necessan
make the statements made, in light of the circuntgts.under which such statements were made, ntgadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statements$ aéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amndtf@ periods presented in this rep

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hayv

a) Designed such disclosure controls and proceduregused such disclosure controls and proceduiies tesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isig prepared

b) Designed such internal controls over financial répg, or caused such internal controls over firi@neporting to be
designed under our supervision, to provide readeregsurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presantags report our conclusior
about the effectiveness of the disclosure contintbprocedures, as of the end of the period coveydhis report based on
such evaluation; an

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaff, the registra’s internal control over financial reporting; &

The registrar' s other certifying officer and | have disclosedsdérhon our most recent evaluation of internal @mver financia
reporting, to the registrant’s auditors and theitae@mmittee of the registrastboard of directors (or persons performing thevedent
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal contratiofinancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaad report financial data;
and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registran’s internal control over financial reportir

Date: August 6, 2008

Is/

Keith R. Guerick

Keith R. Guericke

Chief Executive Officer and Preside
Director and Vice Chairman of the Boe
Essex Property Trust, In




EXHIBIT 31.2

ESSEX PROPERTY TRUST, INC.
Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, Michael T. Dance, certify that:

1. 1 have reviewed this quarterly report on Forn-Q of Essex Property Trust, In

2. Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or omgiteéde a material fact necessan
make the statements made, in light of the circuntgts.under which such statements were made, ntgadisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statement$ aéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amndtf@ periods presented in this rep

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hayv

a)

b)

c)

d)

Designed such disclosure controls and proceduresiused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isig prepared

Designed such internal controls over financial répg, or caused such internal controls over finalneporting to be
designed under our supervision, to provide readeregsurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the regis’s disclosure controls and procedures and presantbd report our conclusior
about the effectiveness of the disclosure contintbprocedures, as of the end of the period coveydhis report based on
such evaluation; an

Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaff, the registra’s internal control over financial reporting; &

5) The registrar's other certifying officer and | have disclosedsddon our most recent evaluation of internal @miver financia
reporting, to the registrant’s auditors and theitae@mmittee of the registrastboard of directors (or persons performing thevedent
functions):

a)

b)

All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaad report financial data;
and

Any fraud, whether or not material, that involveammagement or other employees who have a significéain the
registran’s internal control over financial reportir

Date: August 6, 2008

Is/

Michael T. Danc

Michael T. Danc
Chief Financial Officer, Executive Vice Preside
Essex Property Trust, In




Exhibit 32.1

ESSEX PROPERTY TRUST, INC.
Certification of Chief Executive Officer
Pursuant to 18 U.S.C. Section 1350 as adopted
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 1358ptdr 63 of title 18, United States Code),
I, Keith R. Guericke, hereby certify, to the bektiy knowledge, that the Quarterly Report on Fo®rQ for the period ended June 30, 2008
(the “Form 10-Q”) of Essex Property Trust, Inclyutomplies with the requirements of Section 13(@)5(d), as applicable, of the Securities
Exchange Act of 1934, as amended, and informationained in the Form 10-Q fairly presents, in aditerial respects, the financial condition
and results of operations of Essex Property Ttost,at the dates of and for the periods presented.

Date: August 6, 2008 /sl Keith R. Guericki
Keith R. Guericke
Chief Executive Officer and Preside
Director and Vice Chairman of the Boa
Essex Property Trust, In




Exhibit 32.2

ESSEX PROPERTY TRUST, INC.
Certification of Chief Financial Officer
Pursuant to 18 U.S.C. Section 1350 as adopted
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 1358ptdr 63 of title 18, United States Code),
I, Michael T. Dance, hereby certify, to the bestf knowledge, that the Quarterly Report on ForrQLfdr the period ended June 30, 2008
(the “Form 10-Q”) of Essex Property Trust, Inclyutomplies with the requirements of Section 13(@)5(d), as applicable, of the Securities
Exchange Act of 1934, as amended, and informationained in the Form 10-Q fairly presents, in aditerial respects, the financial condition
and results of operations of Essex Property Ttost,at the dates of and for the periods presented.

Date: August 6, 2008 /sl Michael T. Danc
Michael T. Dance
Chief Financial Officer, Executive Vice Preside
Essex Property Trust, In




