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Part | -- Financial Information
Item 1: Financial Statements (Unaudited)

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

The information furnished in the accompanying urigaadcondensed consolidated balance sheets, statenfeoperations, stockholders'
equity and comprehensive income and cash flowseftompany reflects all adjustments which arehéndpinion of management, necessary
for a fair presentation of the aforementioned coisée consolidated financial statements for theimtperiods and are normal and recurring
in nature, except as otherwise noted.

The accompanying unaudited condensed consolidetaddial statements should be read in conjunctiibh the notes to such unaudited
condensed consolidated financial statements andayfanent’'s Discussion and Analysis of Financial @mmdand Results of Operations
herein. Additionally, these unaudited condensatsolidated financial statements should be readmjunction with the audited consolidated
financial statements included in the Company's ahraport on Form 10-K for the year ended Decen3liei2007.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets
(Unaudited)
(Dollars in thousands, except per share amounts)

September December
30, 31,
2008 2007
Assets
Real estate
Rental properties
Land and land improvemer $ 669,32: $ 670,49:
Buildings and improvements 2,485,78! 2,447,26!
3,155,111 3,117,75!
Less accumulated depreciation (612,249 (541,98
2,542,86. 2,575,77.
Real estat- held for sale, ne 15,98: -
Real estate under developm 347,97¢ 233,44!
Co-investments 66,36: 64,19:
2,973,18i 2,873,40!
Cash and cash equivale-unrestrictec 33,40: 9,95¢
Cash and cash equivale-restrictec 12,55: 12,527
Marketable securitie 58,61 2,017
Receivables from related parti 967 904
Notes and other receivabl 45,78: 49,63:
Prepaid expenses and other as 23,47¢ 20,28¢
Deferred charges, net 11,341 11,59:
Total assets $ 3,159,321 $ 2,980,32
Liabilities and Stockholders' Equity
Mortgage notes payab $ 1,34132 $ 1,262,87.
Mortgage notes payab- held for sale 10,79¢ -
Exchangeable bonc 225,00( 225,00(
Lines of credi 153,00( 169,81¢
Accounts payable and accrued liabilit 64,75¢ 52,78
Construction payabl 20,08¢ 5,36¢
Dividends payabli 32,03% 28,52
Other liabilities 16,67: 17,77
Total liabilities 1,863,68. 1,762,13
Commitments and contingenci
Minority interests 279,93( 281,96(
Cumulative convertible preferred stock; $.0001yeue:4.875% Series G - 5,980,000 issued and
outstanding 145,91. 145,91.
Stockholders' equity
Common stock, $.0001 par value, 649,702,178 slzardmrized 24,943,675 and 24,876,737 shares it
and outstandin 2 2
Cumulative redeemable preferred stock; $.0001 phrev7.8125% Series F1;000,000 shares authoriz:
issued and outstanding, liquidation va 25,00( 25,00(
Excess stock, $.0001 par value, 330,000,000 slaatesrized and no shares issued and outstal - -
Additional paic-in capital 982,75 857,10¢
Distributions in excess of accumulated earni (122,044 (82,805
Accumulated other comprehensive income (loss) (15,917 (8,989
Total stockholders' equity 869,80: 790,31¢
Total liabilities and stockholders' equity $ 3,159,321 $ 2,980,32

See accompanying notes to the unaudited condenssdlzated financial statements.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARES
Condensed Consolidated Statements of Operations

(Unaudited)

(Dollars in thousands, except per share amounts)

Three Months Ended
September 30

Nine Months Ended
September 30

2008 2007 2008 2007
Revenues
Rental and other proper $ 102,900 $ 95,012 $  302,89¢ $ 275,74
Management and other fees from affiliates 1,311 1,26¢ 3,96¢ 3,66z
104,21¢ 96,28( 306,86: 279,40¢
Expenses
Property operating, excluding real estate t¢ 25,71¢ 22,94¢ 74,62t 66,707
Real estate taxe 8,63( 8,18¢ 24,90¢ 23,29¢
Depreciation and amortizatic 27,95: 24,16¢ 82,56¢ 69,03¢
Interest 19,39¢ 19,45¢ 57,83t 57,68¢
Amortization of deferred financing cos 68€ 701 2,10¢ 2,054
General and administrative 6,524 6,41°F 19,60( 18,51¢
88,91( 81,87¢ 261,63’ 237,30:
Earnings from operatior 15,30¢ 14,40: 45,22¢ 42,10%
Gain on sale of real este 2,44¢ - 2,44¢ -
Interest and other incon 2,841 2,401 8,04¢ 7,45¢
Equity income in c-investments 33t 322 7,32¢ 2,761
Minority interests (5,666 (5,08¢) (16,929 (15,459
Income before discontinued operatic 15,27( 12,04: 46,11¢ 36,86¢
Income (loss) from discontinued operations (nenafority interests) (584) 26E (1,417 25,17:
Net income 14,68¢ 12,30¢ 44,69¢ 62,04
Dividends to preferred stockholders (2,310 (2,317) (6,937) (6,864
Net income available to common stockholders $ 12,37¢ $ 9,997 $ 37,76¢  $ 55,177
Per common share da
Basic:
Income before discontinued operations availabtomon
stockholders $ 05z $ 03¢ $ 15¢ $ 1.2¢
Income (loss) from discontinued operations (0.02) 0.01 (0.06) 1.0
Net income available to common stockholders $ 05C $ 04C $ 152 $ 2.2¢€
Weighted average number of common shares outsiguldiring the
period 25,110,71 25,165,27 24,876,61 24,370,18
Diluted:
Income before discontinued operations availabktomon
stockholder: $ 051 $ 03¢ $ 15¢ $ 1.2C
Income (loss) from discontinued operations (0.02) 0.01 (0.06) 1.01
Net income available to common stockholders $ 0.4¢ $ 0.3¢ $ 150 $ 2.21
Weighted average number of common shares outsiguldiring the
period 25,474,92. 25,555,922 25,182,10 24,983,76
Dividend per common share $ 1.0z $ 0.9 $ 3.06 $ 2.7¢

See accompanying notes to the unaudited condenssdlzated financial statements.
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Balances at December 31
2007
Comprehensive incom
Net income
Change in fair value of
cash flow hedges and
amortization of swap
settlements
Comprehensive incorr
Issuance of common stocl
under:
Stock-based
compensation plar
Issuance of common sto
Retirement of common
stock
Dividends declared
Balances at September 3(
2008

ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of StockholEeusty and
Comprehensive Income for the nine months endece8sgr 30, 2008
(Unaudited)

(Dollars and shares in thousands)

Distributions
Accumulated

See accompanying notes to the unaudited condensadldated financial statements.

Series F Additional in excess of other
Preferred stock Common stock paid-in  accumulatec comprehensivt
Shares Amount Shares Amount capital earnings income (loss) Total

1,000 $ 25,00( 24877 $ 2 $ 857,10¢ $ (82,80%) $ (8,98¢) $ 790,31
- - - - - 44,69¢ - 44,69¢
- - - - - - (6,927 (6,929
37,77¢
- - 79 - 5,71¢ - - 5,71¢
- - 1,131 - 133,65 - - 133,65
- - (14%) - (13,729 - - (13,729
- - - - - (83,939 - (83,939
1,000 $ 25,00( 25,94¢ § 2 $ 982,75 $ (122,04) $ (15,91) $ 869,80:
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ESSEX 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 estat
Acquisitions and improvements to recent acquis#t
Capital expenditures and redeveloprr
Additions to real estate under developnm
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 receivat
Contributions to c-investment:
Distributions from co-investments

Net cash used in investing activities

Cash flows from financing activitie
Borrowings under mortgage and other notes payatuldiaes of credi
Repayment of mortgage and other notes payableires df credi
Additions to deferred charg:
Settlement of forwal-starting swap
Net proceeds from stock options exerci
Net proceeds from sale of common st
Repurchase of common sta
Distributions to minority interest partne
Redemption of minority interest limited partnershipts
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 $8.2 million andé®3uillion capitalized in 2008 and 2007, respectivel

Supplemental disclosure of noncash investing amehfiing activities
Mortgage note assumed by buyer in connection veith sf property
Mortgage note assumed in connection with land daution
Mortgage note issued to buyer in connection with saproperty
Land contributed by a partner in a consolidatedtjeenture
Change in value of cash flow hedges and amortizaticwap settlements
Change in construction payable
Issuance of DownREIT units in connection with pa®h of real estate
Property received in satisfaction of note receigabl

Nine Months Ended
September 30

2008 2007
$ 143,04t $ 158,14t
(93,90¢) (333,110)
(52,420) (52,129
(92,49) (96,23¢)
44.,98( 124,10:
(2,79)) 1,97¢
(62,52 (5,849)
5,92t -
(1,95¢) (19,19)
5,98( 1,472
(4,189 (22,164
9,42z 15,33(
(243,969 (385,78Y)
565,09¢ 665,70
(450,48Y) (494,33)
(2,105) (1,516)
(1,840) 1,311
4,841 3,78¢
133,65 213,67:
(13,729 (1,409)
(18,12) (77,149
(12,309 (9,989)
(80,63) (71,880
124,36 228,21
23,44 577
9,95¢ 9,66z
$  3340: $ 10,23¢
$ 46,92 $  5244:
$ 42,200 $ -
$ - $ 43,83
$ 407C $ -
$ 10,50( $ 22,20
$ 6,92: $ 6,60
$ 14.72: $ 5,57¢
$ - 3 7,067
$ 1,50 $ -

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

(1) Organization and Basis of Presentation

The unaudited condensed consolidated financia¢rsiants of the Company are prepared in accordartbeddas. generally accepted
accounting principles for interim financial inforti@n and in accordance with the instructions tonfFda0-Q. In the opinion of management,
all adjustments necessary for a fair presentatidheofinancial position, results of operations @agh flows for the periods presented have
been included and are normal and recurring in BagKcept as otherwise noted. These unauditeceosed consolidated financial statements
should be read in conjunction with the audited otidated financial statements included in the Conyfsaannual report on Form XOfor the
year ended December 31, 20

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

The unaudited condensed consolidated financiarsiats for the three and nine months ended Septe8@ib2008 and 2007 include the
accounts of the Company and Essex Portfolio, ltte. '(Operating Partnership”, which holds the opegaassets of the Company). See be
for a description of entities consolidated by thee@ting Partnership. The Company is the solergépartner in the Operating Partnership,
with a 91.4% general partnership interest as ofe®eper 30, 2008.

As of September 30, 2008, the Company owned oohagkrship interests in 133 apartment communiteggiegating 26,790 units), six
office buildings, and one manufactured housing comity (containing 157 sites) (collectively, the tperties”). The Properties are located in
Southern California (Los Angeles, Orange, Riversignta Barbara, San Diego, and Ventura countiEs}hern California (the San Francit
Bay Area), and the Seattle metropolitan area.

Fund Activities

Essex Apartment Value Fund Il, L.P. (“Fund II")ds investment fund formed by the Company to addev#iirough rental growth and asset
appreciation, utilizing the Company's developmesdevelopment and asset management capabilities.

Fund Il has eight institutional investors, and @@mpany, with combined partner equity commitmeit$265.9 million. The Company has
committed $75.0 million to Fund Il, which represent28.2% interest as general partner and limigether. Fund Il utilized leverage equal to
approximately 55% upon the initial acquisition bétunderlying real estate. Fund Il invested irr@pant communities in the Company’s
targeted West Coast markets and, as of Septemb2038, owned eleven apartment communities ane tihegelopment projects. Essex
records revenue for its asset management, propemagement, development and redevelopment sewloes earned, and promote income
when realized if Fund Il exceeds certain finanoglirn benchmarks.

Marketable Securities

Marketable securities consist primarily of U.Sasery or agency securities and &empt variable rate demand notes with originalumiies
of more than three months when purchased. The @oynlpas classified U.S. treasury and agency sexsua$ held-tonaturity securities, ar
the Company reports these securities at amortiasd dhe Company has classified the ¢éaempt variable rate demand notes as availab
sale and the Company reports these securitie attfae and any unrealized gain or loss is recd@®other comprehensive income
(loss). Realized gains and losses and interestiie are included in interest and other incomehercondensed consolidated statement of
operations.

Variable I nterest Entities

In accordance with Financial Accounting Standardai (“FASB”) Interpretation No. 46 Revised (“FINR”), “ Consolidation of Variable
Interest Entities, an Interpretation of ARB No.”, the Company consolidates a joint venture develept project, 19 DownREIT limited
partnerships (comprising twelve properties), afcefbuilding that is subject to loans made by tlen@any, and prior to the sale of the
property during 2007, the buildings and improveraghat were owned by a third-party subject to aigdolease on land that was owned by
the Company. The Company consolidates theseaemhiicause it is deemed the primary beneficiargiuRN 46R. The consolidated total
assets and liabilities related to these varialikrast entities (“VIEs”), net of intercompany elimations, were approximately $247.7 million
and $168.4 million, respectively, as of Septemi@er2B08 and $222.7 million and $163.9 million, resvely, as of December 31,

2007. Interest holders in VIEs consolidated byGoenpany are allocated net income equal to the jpagiments made to those interest
holders for services rendered or distributions ficash flow. The remaining results of operatioresgenerally allocated to the Company. As
of December 31, 2007, the Company had two VIE'wloich it was not deemed to be the primary benefycid otal assets and liabilities of
these entities were $71.7 million and $58.3 millias of December 31, 2007. As of September 308,20@ Company did not have any V4E’
of which it was not deemed to be the primary beefy.
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Stock-Based Compensation

The Company accounts for share based compensdiiog thhe fair value method of accounting. Thenaated fair value of stock options
granted by the Company is being amortized ovewésting period of the stock options. The estimateaht date fair values of the long term
incentive plan units (discussed in Note 14, “St8ased Compensation Plans,” in the Company’s AnReglort on Form 10-K for the year
ended December 31, 2007) are being amortized heesxpected service periods.

Stock-based compensation expense for options atricted stock totaled $0.4 million for the threenths ended September 30, 2008 and
2007, respectively, and $0.9 million and $1.0 roiilfor the nine months ended September 30, 2002@d1d, respectively. The intrinsic
value of the stock options exercised during theghmonths ended September 30, 2008 and 2007 t&takkdnillion and $2.2 million,
respectively, and $4.1 million and $4.9 for theenmonths ended September 30, 2008 and 2007. 8smémber 30, 2008, the intrinsic va
of the stock options outstanding and fully vestadled $15.1 million. As of September 30, 200&ltanrecognized compensation cost rel
to unvested shareased compensation granted under the stock optidmestricted stock plans totaled $4.7 million.e st is expected to |
recognized over a weighted-average period of 3yteass for the stock option plans and 7 yearstferéstricted stock awards.

The Company adopted an incentive program involtiragissuance of Series Z and Series Z-1 Incentiits{collectively referred to as “Z
Units”) of limited partnership interest in the Ogng Partnership. Stock-based compensation ergdeng Units totaled $0.4 million for the
three months ended September 30, 2008 and 200 1ahanillion for the nine months ended Septemi®e2B08 and 2007, respectively.

Stock-based compensation capitalized for stocloaopfirestricted stock awards, and the Z Unitsedt&0.2 million and $0.6 million for the
three and nine months ended September 30, 2008087d respectively. As of September 30, 2008rtniic value of the Z Units subject
to conversion totaled $18.6 million. As of SeptemB0, 2008, total unrecognized compensation ebated to Z Units subject to conversion
in the future granted under the Z Units totaled$8illion. The unamortized cost is expected tadmognized over the next 3 to 11 years
subject to the achievement of the stated performariteria.

Stock-based compensation expense for the OutpesfarenPlan, (the “OPP”) adopted in December 20Gedtapproximately $0.3 million
and $0.9 million for three and nine months endeat&eber 30, 2008, respectively. Total unrecogh@@mpensation cost less an estimate
for forfeitures related to the OPP totaled $4.4iarilas of September 30, 2008. The unamortizetis@xpected to be recognized over the
expected service period of five years for senidicefs and three years for non-employee directors.

The Company’s stock-based compensation assumgtaresnot changed materially from information repdrin Note 2(l), “Stock-Based
Compensation,” and Note 14, “Stock-Based Compems#&tians,” in the Company’s Annual Report on Fofi¥Klifor the year ended
December 31, 2007.

Accounting Estimates and Reclassifications

The preparation of condensed consolidated finasta@éments, in accordance with U.S. generally@edeaccounting principles, requires the
Company to make estimates and judgments that affeaeported amounts of assets, liabilities, reesrand expenses and related disclosure:s
of contingent assets and liabilities. On an on-gdiasis, the Company evaluates its estimates,dimguthose related to acquiring, developing
and assessing the carrying values of its realeeptaiperties, its investments in and advancesiibyentures and affiliates, its notes receiv:
and its qualification as a Real Estate Investmens{T(*REIT”). The Company bases its estimates istolical experience, current market
conditions, and on various other assumptions tfeabalieved to be reasonable under the circumssadatual results may vary from those
estimates and those estimates could be differedernuifferent assumptions or conditions.

New Accounting Pronouncements

In September 2006, the FASB issued Statement No.“Fair Value Measurements” (“FAS 157”). FAS 1Ibvides guidance for using fair
value to measure assets and liabilities. FAS Biabdéishes a fair value hierarchy, giving the hijhgiority to quoted prices in active markets
and the lowest priority to unobservable data. Bhasement is effective in fiscal years beginnirtgrallovember 15, 2007. The adoption of
this standard on January 1, 2008 did not have armahimpact on the Company’s consolidated finanp@sition, results of operations or cash
flows.
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In February 2007, the FASB issued Statement No, ‘158e Fair Value Option for Financial Assets and Fingl Liabilities” (“FAS No.
159”). FAS 159 expands opportunities to use falug measurement in financial reporting and persiitgies to choose to measure many
financial instruments and certain other items &tfalue. This Statement is effective for fiscabys beginning after November 15,

2007. Through September 30, 2008, The Companyndiaslected to measure any eligible financial asapd liabilities at fair value.

In December 2007, the FASB issued revised FAS M, 1Business Combinatiorfi{“FAS 141(R)") . FAS141(R) establishes prin@pl
and requirements for how the acquirer recognizesna@asures in its financial statements the idemiié assets acquired, the liabilities
assumed, and any noncontrolling interest in theliaeg; recognizes and measures the goodwill aedjim the business combination or a
gain from a bargain purchase; and determines wlfiatation to disclose to enable users of the firerstatements to evaluate the nature
financial effects of the business combination. FA%(R) is effective for business combinationsvibich the acquisition date is on or after
the beginning of the first annual reporting petedjinning on or after December 15, 2008. Manage¢meamrrently evaluating the impact
FAS 141(R) will have on the Company'’s accountingffdure business combinations.

In December 2007, the FASB issued FAS No. 180oficontrolling Interests in Consolidated Financithtements (“FAS 160”). FAS 160
establishes accounting and reporting standardsehatre the ownership interests in subsidiariéd bg parties other than the parent be
clearly identified, labeled, and presented in thesolidated balance sheet within equity, but sepdram the parent’s equity; the amount of
consolidated net income attributable to the paaedtto the noncontrolling interest be clearly idfead and presented on the face of the
consolidated statement of income; changes in axpar@wnership interest while the parent retaiegantrolling financial interest in its
subsidiary be accounted for consistently; whenbsisiiary is deconsolidated, any retained noncadlirigpequity investment in the former
subsidiary be initially measured at fair value; @mdities provide sufficient disclosures that dig&tentify and distinguish between the
interests of the parent and the interests of tmeatrolling owners. FAS 160 is effective for fidgears beginning on or after December 15,
2008. Management is currently evaluating the imp#c 160 will have on the Company’s condensed dadeted financial statements.

In May 2008, the FASB issued FASB staff positionBAR4-1, “Accounting for Convertible Debt Instruments Thaty\be Settled in cash
upon Conversion (Including Partial Cash Settlemefit) APB 14-1"). APB 14-1 requires the issuer of certadnvertible debt instruments
that may be settled in cash (or other assets) apowersion separately account for the liabilitytdend equity (conversion option)
components of the instruments in a manner thagaeflthe issuer’'s nonconvertible debt borrowing.rafPB 14-1 requires the initial debt
proceeds from the sale of a company’s convertiblg thstrument to be allocated between the lighii@dmponent and the equity
component. The resulting debt discount will be gimed over the period during which the debt iseptpd to be outstanding (i.e., through
first optional redemption dates) as additional eash interest expense. APB 14s effective for fiscal years, and interim pesaglithin thos:
fiscal years, beginning on or after December 1982CEarlier adoption is prohibited and retroactygplication is required for all periods
presented. The interest expense from the Comp&2¢5.0 million exchangeable senior notes (the &¥9twith a coupon rate of 3.625%
due November 2025, which were issued in the fogutirter of 2005, will be impacted by APB 14-1. 8&®n the Company's understanding
of the application of APB 14-1, this will resultam additional non-cash interest expense of additimterest of approximately $4.0 million
for 2008 and 2009, respectively. The Company adibpt APB 14-1 as of January 1, 2009, and the Coynpdl present prior period
comparative results reflecting the impact of APB114

(2) Significant Transactions
(a) Acquisitions

In July 2008, the Company acquired Chestnut Skpattments, a 96-unit apartment community locate8anta Cruz, California, for $22.1
million. The property was built in 2002 and inclsdgpproximately 9,000 square feet of commercialratall space. Also, during July the
Company received seven condominium units with éimesed fair value of $1.5 million in full satisféon of its participating loan made in
2005 to the buyer of Eastridge Apartments and,rasualt, recognized $1.5 million of the previoudbferred $2.2 million gain on sale of
Eastridge Apartments.

In August 2008, the Company acquired The Highlaatd&ynhaven, a 333-unit apartment community locaiddsaquah, Washington for
$66.3 million.

(b) Dispositions

During the third quarter of 2008, the Company <oéddiff by the Sea Apartments, located in Cardifi)ifornia for $71.0 million and St.
Cloud Apartments, located in Houston, Texas foB$8illion resulting in a combined gain of $46,000he Company also sold the Circle
recreational vehicle park for $5.4 million resuitim a gain of $0.9 million, and the Company stié Yacationer recreational vehicle park for
$4.6 million. The gain on sale of $0.8 million uitng from the sale of Vacationer was deferred tuthe fact the Company loaned $4.1
million to the buyer at a fixed rate of 6.5% duefdimgust 2011.
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The Company is in contract to sell Coral GarderZ)@&unit apartment community located in El Cajon, Qatifa in the fourth quarter of 20
for $19.8 million. This community is classified lasld for sale as of September 30, 2008.

(¢) Equity Transactions

During the third quarter of 2008, the Company issLid 30,750 shares of common stock and during @ct®@08, the Company issued 78,
shares at an average share price of $120.17. 3img@008, the Company issued 1,209,050 sharesmimon stock for $142.8 million, net
fees and commissions. The Company will use the@rmeteeds to pay down debt, to fund the developmigeline and for future investments.

(d) Debt and Financing Activities
During July 2008, the Company paid-off an $89.0ionl cross-collateralized mortgage loan at a fixet@ of 6.62%.

During August 2008, the Company obtained a mortdage in the amount of $53.0 million secured bylNiteek, with a fixed rate of 5.77%
which matures in August 2018. In conjunction vitie sale of Cardiff by the Sea, the buyer assuimedniortgage loan totaling $42.2 million
at a fixed rate of 5.71%.

During September 2008, the Company obtained moettrzmns in the amount of $23.0 million at a fixaterof 5.79% and $22.5 million at a
fixed rate of 5.81%, secured by the Palisades aitBport communities, respectively. Both mortghagms mature in September 2018.

During October 2008, the Company repurchased airdae$29.7 million of the Company’s $225 milliorahangeable senior notes
(“Notes”). The Company repurchased these Notesd&count to par value and expects to reportaafaapproximately $1.1 million from
the extinguishment of debt in the fourth quarte2@®8.

The Company has signed a letter of commitment terénto a new five-year secured line of crediilfgcwith Freddie Mac to replace the
existing secured line of credit facility that magsiin January 2009. The new secured facility effand the existing secured facility from ¢
million to $150 million, and the new facility wibe expandable to $250 million. The Company ardigp that the closing date for the new
secured facility will occur by the end of the fduguarter of 2008.

(3) Co-investments

The Company has joint venture investments (“co-$twents”), which are accounted for under the equigyhod. The co-investments own
development projects and operating apartment coritiasin The following table details the Companysiavestments (dollars in thousands):

September December
30, 31,
2008 2007
Investments in joint ventures accounted for undergquity method of accountir
Limited partnership interest of 27.2% and geneaatrer interest of 1% in Essex Apartment Value Finc
L.P ("Fund II") $ 60,86¢ $ 58,41¢
Preferred limited partnership interest in Mountdiata Apartments, LLC (A - 1,182
Development joint venture 4,997 4,09(
65,86 63,69:
Investments accounted for under the cost methegdadunting
Series A Preferred Stock interest in Multifamilychaology Solutions, Inc 50C 50C
Total co-investments $ 66,36 $ 64,19:

(A) The investment was held in an entity that includedffiliate of The Marcus & Millichap Company (“TMIC”), and is the general
partner. TMMCs Chairman is also the Chairman of the Comp
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The combined summarized balance sheet for co-imesgs, which are accounted for under the equithatktis as follows (dollars in
thousands).

September December

30, 31,
2008 2007
Balance sheet:
Real estate and real estate under develop $ 519,92 $ 614,26t
Other assets 7,672 16,18¢
Total assets $ 527,590 $ 630,45(
Mortgage notes payab $ 298,44. $ 322,61!
Other liabilities 12,73: 24,01«
Partners' equity 216,41¢ 283,82:
Total liabilities and partners' equity $ 527,59 $ 630,45(
Company's share of equity $ 65,86: $ 63,69:

The combined summarized statement of operationsdfdnvestments, which are accounted for undeethaty method, is as follows (dollars
in thousands).

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Statements of operatior
Property revenue $ 11,90¢ $ 11,76: $ 34,23 $ 34,59¢
Operating expenst (4,565 (4,339 (13,180 (13,809
Interest expens (2,876 (3,369 (8,205 (20,627
Depreciation and amortization (3,309 (3,485 (9,979 (10,437
Total net income (loss) $ 1,157 $ 572 $ 2,86t $ (263%)
Company's share of operating net incc 33t 32z 1,007 421
Company's preferred interest/gain - Mt. Vista - - 6,31¢ 2,34¢
Company's share of net income $ 33E % 322 % 7,32t $ 2,761

Through September 30, 2008, the Company has madelzdions to a joint venture totaling $5.0 mitiioelated to a development project
located in Southern California, which was stiltire predevelopment stage as of September 30, 2008.

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

(4) Notes and Other Receivables

Notes receivables secured by real estate, and @beivables consist of the following as of Septen8®, 2008 and December 31, 2(
(dollars in thousands):

September December

30, 31,

2008 2007
Note receivable, secured, bearing interest at LIBOR65%, due July 20C $ - % 5,44¢
Note receivable, secured, bearing interest at LIBCBR38%, due February 20 12,86: 10,99¢
Note receivable, secured, bearing interest at LIBCOR95%, due April 200 14,00( 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 7,26( 7,12¢
Other receivables 4,331 4,701

$ 45,78: $ 49,63

In September 2007, the Company originated a logahdgamwners of an apartment community under dewedoyt in Vancouver, Washingtc
with a maturity date of February 2009. The prosgfedm the loan refinanced the property and areigioag funding for the completion of t



146-unit apartment community. In July 2008, the Conypaeased recording interest income and issuedieenot monetary default to t
borrower, and the borrower filed for bankruptcyheTCompany expects the note will be settled thrahghforeclosure or sale of the prop:
for full payment of the note.
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(5) Related Party Transactions

Other related party receivables consist primarilgarrued payroll costs and management fees daeFund Il totaling $1.0 million and $0.9
million as of September 30, 2008 and December GQ7 2respectively. Management and other fees &ffitiates include property
management, asset management, development an@iguieent fees from related parties of $1.3 millionthe quarters ended September
30, 2008 and 2007, and $4.0 million and $3.7 millior the nine months ended September 30, 2002604, respectively. The Company’s
Chairman, George Marcus, is also the Chairman oMOMwhich is a real estate brokerage firm. The Canyppaid $0.2 million and $0
brokerage commissions on the sale of real estateglthe three months ended September 30, 2002@0id, respectively, and $0.2 million
and $1.3 million during the nine months ended Saptr 30, 2008 and 2007, respectively.

As discussed in Note 3, in January 2008, the Comnpaaeived $7.5 million from an investment heldamaffiliate of TMMC and recognized
$6.3 million of preferred income which is includiedequity income from co-investments.

(6) Segment Information

The Company defines its reportable operating setgranthe three geographical regions in whichggstanent communities are located:
Southern California, Northern California and SeaMletro. Excluded from segment revenues are ptiegariassified in discontinued
operations, management and other fees from affliand interest and other income. Non-segmeshtms and net operating income
included in the following schedule also consistedfenue generated from commercial properties, adioreal vehicle parks, and manufactured
housing communities. Other non-segment assetsdaaio-investments, real estate under developroasih, and cash equivalents, marketable
securities, notes receivable, other assets andrddfeharges. The revenues, net operating incantkassets for each of the reportable
operating segments are summarized as follows éthiee months ended September 30, 2008 and 260&rédn thousands):

Three Months Ended

September 30
2008 2007
Revenues
Southern Californii $ 53,44: $ 52,42¢
Northern Californie 30,51¢ 25,60¢
Seattle Metr¢ 18,26¢ 16,35t
Other real estate assets 68( 62C
Total property revenues $ 102,90 $ 95,017
Net operating income
Southern Californii $ 36,28: $ 35,97¢
Northern Californie 19,87: 16,91¢
Seattle Metrc 12,037 10,68(
Other real estate assets 362 30C
Total net operating incorn 68,55¢ 63,87¢
Depreciation and amortizatic (27,957 (24,169
Interest expens (29,399 (19,459
Amortization of deferred financing cos (68€) (701
General and administrati (6,529 (6,415)
Management and other fees from affilia 1,311 1,26¢
Gain on sale or real estz: 2,44¢ -
Interest and other incon 2,841 2,401
Equity income in c-investment: 33t 32z
Minority interests (5,66€) (5,08¢)
Income before discontinued operations $ 1527C $ 12,04:
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The revenues, net operating income, and asse¢sfdr of the reportable operating segments are stiradaas follows for the nine months
ended September 30, 2008 and 2007 (dollars in #mois3:

Nine Months Ended

September 30,
2008 2007
Revenues
Southern Californii $ 159,72 $ 155,63:
Northern Californie 88,78: 71,12:
Seattle Metrc 52,35¢ 47,144
Other real estate assets 2,03¢ 1,84¢
Total property revenues $ 302,89 $ 275,74
Net operating income
Southern Californii $ 109,58. $ 107,60t
Northern Californie 58,00: 47,08
Seattle Metrc 34,92¢ 31,03t
Other real estate assets 86( 18
Total net operating incorn 203,36 185,74.
Depreciation and amortizatic (82,56 (69,03¢)
Interest expens (57,83%) (57,689
Amortization of deferred financing cos (2,109 (2,059
General and administrati (29,600 (18,519
Management and other fees from affilia 3,96¢ 3,662
Gain on sale of real este 2,44¢ -
Interest and other incon 8,04¢ 7,45¢
Equity income in c-investments 7,32t 2,761
Minority interests (16,929 (15,459
Income before discontinued operations $ 46,11¢ $ 36,86¢

September December

30, 31,
2008 2007
Assets:
Southern Californii $ 1,218,39; $ 1,354,81
Northern Californie 852,06 829,87
Seattle Metrc 420,41 353,73
Other real estate assets 51,99 37,33¢
Net rental propertie 2,542,86. 2,575,77.
Real estat- held for sale, ne 15,98: -
Real estate under developm 347,97¢ 233,44!
Cc-investments 66,36 64,191
Cash and cash equivalel 45,95¢ 22,48:
Marketable securitie 58,61+ 2,017
Notes and other receivabl 46,74¢ 50,53¢
Other non-segment assets 34,82: 31,87¢
Total assets $ 3,159,321 $ 2,980,32:
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(7) NetlIncome Per Common Shart
(Amounts in thousands, except per share and uta)

Three Months Ended Three Months Ended
September 30, 2008 September 30, 2007
Weighted- Per Weighted- Per
average Common average Common
Common Share Common Share
Income Shares Amount Income Shares Amount
Basic:
Income from continuing operations
available to common stockholde $ 12,96( 25,11 $ 052 $ 9,732 25,168 $ 0.3¢
Income (loss) from discontinued
operations (589 25,11 (0.02) 265 25,16t 0.01
12,37¢ $ 0.5C 9,991 $ 0.4C
Effect of Dilutive Securities (1) - 364 - 391
Diluted:
Income from continuing operations
available to common stockholde 12,96( 25,478 $ 0.51 9,732 25,55¢ $ 0.3¢
Income (loss) from discontinued
operations (589 25,47¢ (0.02) 26E 25,55¢ 0.01
$ 12,37¢ $ 0.4¢ $ 9,997 $ 0.3¢
Nine Months Ended Nine Months Ended
September 30, 2008 September 30, 2007
Weighted Per Weighted Per
Average Common Average Common
Common Share Common Share
Income Shares Amount Income Shares Amount
Basic:
Income before discontinued
operations available to common
stockholders $ 39,18¢ 24,877 $ 158 $ 30,00¢ 24,37C $ 1.2
Income (loss) from discontinued
operations (1,417 24,87 (0.0€) 25,17: 24,37( 1.0:
37,76¢ $ 1.52 55,171 $ 2.2¢€
Effect of Dilutive Securities (1) - 30E - 614
Diluted:
Income before discontinued
operations available to common
stockholder 39,18t 25,18: $ 1.5¢€ 30,00¢ 24,98: $ 1.2C
Income (loss) from discontinued
operations (1,417 25,18 (0.0€) 25,172 24,98¢ 1.01
$ 37,76¢ $ 150 $ 55,171 $ 2.21

(1) Weighted convertible limited partnership units ¢f&4,446 and 2,273,992 for the three months endeteghber 30, 2008 and 20

respectively, and 2,224,828 and 2,285,541 for tine months ended September 30, 2008 and 2007,ctesge, and Series
incentive units of 250,927 and 213,205 for the ehneonths ended September 30, 2008 and 2007, resghgcand 250,514 ai
213,045 for the nine months ended September 3@ 208 2007, respectively, were not included indéermination of diluted EF
because they were amtitutive. The Company has the ability and intenteadeem DownREIT Limited Partnership units forhcaac
does not consider them to be common stock equitsa

On or after November 1, 2020, the holders of th25$@illion exchangeable notes may exchange, athte applicable exchan
rate, the notes for cash and, at Esseytion, a portion of the notes may be exchange&$sex common stock; the original exch
rate was $103.25 per share of Essex common sffiol.exchangeable notes will also be exchangealde tor November 1, 202
but only upon the occurrence of certain specifieelh¢és. During the three and nine months endedeSdyr 30, 2008 the weigh
average common stock price exceeded the curreikie sfirice and therefore common stock issuable uprchange of tr
exchangeable notes was included in the dilutedestaunt. The treasury method was used to deterthinshares to be added to
denominator for the calculation of earnings peutditl share



Stock options of 28,250 and 45,004 for the threatimended September 30, 2008 and 2007, respectaral 75,111 and 19,753
the nine months ended September 30, 2008 and 268§Fectively, were not included in the diluted @aga per share calculati
because the exercise price of the options weretagrétzan the average market price of the commoneshfar the three and ni
months ended and, therefore, were anti-dilutive.

The 5,980,000 shares of Series G cumulative coblepreferred stock have been excluded from diligarnings per share for
three and nine months ended September 30, 2008007das the effect was anti-dilutive.
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(8) Derivative Instruments and Hedging Activities

As discussed in Note 1, the Company adopted FASa$5f January 1, 2008. The Company values forstading interest rate swaps at fair
value, and based on the fair value hierarchy afatédn techniques, the Company has elected toaisediues determined by Level 2. Level
2 valuation methodology is determined based ontspther than quoted prices in active marketsdeniical assets or liabilities the Compi
has the ability to access as included in Levelltation methodology that are observable for thetassliability, either directly or

indirectly. Level 2 inputs include quoted prices $imilar assets and liabilities in active markatsl inputs other than quoted prices
observable for the asset or liability, such asregerates and yield curves observable at comngumdyed intervals. The Company’s
assessment of the significance of a particulartitgpthe fair value measurement in its entiretyuregs judgment, and considers factors
specific to the asset or liability. As of SeptemB@, 2008, forward-starting interest rates swapdtze only assets and liabilities that the
Company measured at fair value based on the FASal5valuation methodology.

As of September 30, 2008 the Company had eightdaivstarting interest rate swaps totaling a notian@unt of $400 million with interest
rates ranging from 5.1% to 5.9% and settlementssdainging from December 2008 to October 2011.sd kerivatives qualify for hedge
accounting as they are expected to economicallgédiie cash flows associated with the refinancirdgbt that matures December 2008
through October 2011. The fair value of the deives decreased $5.1 million during the nine moetided September 30, 2008 to a liability
value of $15.4 million as of September 30, 2008 ¢ne derivative liability was recorded in otheilities in the Company’s condensed
consolidated financial statements. The changéweifiair values of the derivatives are reflectedéoumulated other comprehensive (loss)
income in the Company’s condensed consolidatediilsh statements. No hedge ineffectiveness on ftashhedges was recognized during
the quarter ended September 30, 2008 and 2007.

During the second quarter 2008, the Company settiedforward-starting interest rate swaps for altot $1.8 million in payments to
counterparties. The $1.8 million loss on settlenvah be amortized over the life of the 10-yeacgeed mortgage loans.

(9) Discontinued Operations

In the normal course of business, the Companyrediéive offers for sale of its properties, eithd@icited or unsolicited. For those offers that
are accepted, the prospective buyer will usualiyire a due diligence period before consummatiath@transaction. It is not unusual for
matters to arise that result in the withdrawaleggection of the offer during this process. Esdassifies real estate as "held for sale" when all
criteria under FAS No. 144,Accounting for the Impairment or Disposal of Lonigdd Assets (“FAS 144") have been met.

During February 2007, City Heights Apartments, @-68it community located in Los Angeles was sold third-party for $120 million. The
Company’s share of the proceeds from the salech®®83.9 million, resulting in a $13.7 million gain sale to the Company, and an
additional $10.3 million for fees from the City ldéis joint venture partner are included in disamid operations in the accompanying
condensed consolidated statements of operations.

In December 2007, the Company sold four commun{8&8-units) in the Portland metropolitan area awda result, has classified the results
of operations for these communities as discontiraptations for the three and nine months endete8dyer 30, 2007.

In July 2007, the Company sold the final 2 condoommunits at the Peregrine Point property for angdi$0.1 million net of taxes and
expenses. For the nine months ended Septemb2030, the Company sold 21 condominium units afPiegrine Point property and
recorded a gain of $1.0 million net of taxes angemses. The Company has recorded the gain onfsededominiums and operations for
Peregrine Point apartments as part of discontimpedations in the accompanying consolidated statesyd# operations.

During the third quarter of 2008, the Company <oéddiff by the Sea, a 300-unit community locate€ardiff, California for $71.0 million
and St. Cloud Apartments, a 302-unit community fedan Houston, Texas for $8.8 million resultingaicombined gain of $46,000. The
Company has recorded the gain on sale operatiorikdse two apartment communities as part of distoed operations in the
accompanying consolidated statements of operations.

The Company is in contract to sell Coral GarderZ)@&unit apartment community located in El Cajon, Qatifa in the fourth quarter of 20

for $19.8 million. This community is classified lasld for sale as of September 30, 2008, and asudtr has classified the results of
operations for Coral Gardens as discontinued opesat
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The components of discontinued operations aremaatlbelow and include the results of operationgiferespective periods that the
Company owned such assets, as described above.

Three Months Ended Nine Months Ended
September 30, September 30,

2008 2007 2008 2007
Rental revenue $ 1677 $ 4592 $ 6,52¢ $ 13,41¢
Interest and other income - - - 29C
Revenues 1,67 4,594 6,52¢ 13,70¢
Property operating expens (1,189 (2,142 (3,599 (5,899
Interest expens (54%) (789 (2,087 (1,729
Depreciation and amortizatic (629) (1,449 (2,439 (3,460
Minority interests 54 (20) 12¢ (22€)
Expenses (2,309 (4,388 (7,987 (11,319
Gain on sale of real este 46 64 46 79,27"
Subordination fee - - - 10,29(
Minority interests- OP units 4 (5) 4 (2,156
Minority interests - City Heights - - - (64,629
Net gain on sale of real estate 42 59 42 22,78(
Income from discontinued operations $ (584 $ 26 $ (1,417 $ 25,17:

(10) Commitments and Contingencies

The Company is subject to various lawsuits in thermal course of its business operations. Suchuasvsould have a material adverse effect
on the Company'’s financial condition, results oérgiions or cash flows.

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

The following discussion should be read in conjiorctvith our Condensed Consolidated Financial &tetgs and accompanying Notes
thereto included elsewhere herein and with our 28@7ual Report on Form 10-K for the year ended Dawer 31, 2007 and our Current
Report on Form 10-Q for the quarter ended Septelme2008.

The Company is a fully integrated real estate itmest trust (“REIT"), and its property revenues gemerated primarily from apartment
community operations. Our investment strategytivascomponents: constant monitoring of existinghkets, and evaluation of new markets
to identify areas with the characteristics thatertid rental growth. Our strong financial conditisupports our investment strategy by
enhancing our ability to quickly shift our acquisit, development, and disposition activities to ke#s that will optimize the performance of
the portfolio.

As of September 30, 2008, we had ownership inteiast33 apartment communities, comprising 26, f8tment units. Our apartment
communities are located in the following major We€stst regions:

Southern California (Ventura, Los Angeles, Santa Barbara, Orange, Biderand San Diego counties)
Northern California (the San Francisco Bay Area)
Seattle Metro(Seattle metropolitan area)

As of September 30, 2008, the Company also had mhigeinterests in nine office buildings and onenofactured housing community
(containing 157 sites).

As of September 30, 2008, the Company’s consoliddéyelopment pipeline, excluding development misjewned by Fund I, was
comprised of five development projects, three pvettoment projects, and five land parcels helddture development aggregating 2,715
units, with total incurred costs of $348.0 milli@md estimated remaining project costs of approten&483.6 million for total estimated
project costs of $831.6 million.
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The Company'’s consolidated apartment communitiegarfollows:

As of September 30, 20( As of September 30, 20(
Apartment Apartment
Homes % Homes %
Southern Californii 12,22¢ 51% 12,22¢ 52%
Northern Californie 6,457 27% 6,361 27%
Seattle Metro 5,33¢ 22% 5,00% 21%
Total 24,02( 100% 23,591 10(%

Co-investments including Fund Il properties andperties included in discontinued operations ardmztided in the table presented above
for both periods presented.

Comparison of the Three Months Ended September 3@008 to the Three Months Ended September 30, 2007

Our average financial occupancies for the Compastgbilized apartment communities or “Quarterly $aPnoperties” (stabilized properties
consolidated by the Company for the quarters eisggdember 30, 2008 and 2007) increased 40 basits[0i96.3% as of September 30,
2008 from 95.9% as of September 30, 2007. Finhocrupancy is defined as the percentage resuittimg dividing actual rental revenue by
total possible rental revenue. Actual rental reeerapresents contractual rental revenue pursud@ases without considering delinquency
and concessions. Total possible rental revenuesepts the value of all apartment units, with otlipnits valued at contractual rental rates
pursuant to leases and vacant units valued at &stihmarket rents. We believe that financial ocoapas a meaningful measure of
occupancy because it considers the value of eardntanit at its estimated market rate. Finanaiaupancy may not completely reflect short-
term trends in physical occupancy and financialipanicy rates as disclosed by other REITs may nobb®arable to our calculation of
financial occupancy.

The regional breakdown of the Company’s Quartedgn8-Property portfolio for financial occupancy foe quarter ended September 30,
2008 and 2007 is as follows:
Three months ended
September 30

2008 2007
Southern Californi: 95.4% 95.5%
Northern Californic 97.£% 96.8%
Seattle Metrc 96.£% 95.%%

The table below illustrates a breakdown of revenimetuding revenues attributable to the Quart&dyne-Properties.

Three Months Ended

Number of September 30 Dollar Percentage
Properties 2008 2007 Change Change
Property Revenue (dollars in thousand:
Sam«Properties
Southern Californi: 57 $ 48,237 $ 47,70 $ 53¢ 1.1%
Northern Californie 18 20,08( 18,52° 1,55 8.4
Seattle Metro 24 16,49 15,34¢ 1,14¢ 73
Total Same-Property revenues 99 84,81( 81,571 3,23t 4.C
Non-Same Property Revenues (1) 18,091 13,43t 4,662 34.7
Total property revenues $ 102,90 $ 95,01: $ 7,89t 8.3%

(1) Includes properties acquired since Janua®pQy, eight redevelopment communities, three offigikdings and two development
communities.

Quarterly Same-Property Revenuesreased by $3.2 million or 4.0% to $84.8 milliorthe third quarter of 2008 from $81.6 milliontime

third quarter of 2007. The increase in the thindnter of 2008 was primarily attributable to thergmse in scheduled rents from the Quarterly
Same-Properties which increased $2.7 million o¥@Bcbmpared to the third quarter of 2007. Averageal rates for Quarterly Same-
Property communities were $1,404 per unit in theltuarter of 2008 compared to $1,359 per unihathird quarter of 2007. Occupancy
increased quarter over quarter by 40 basis pomr#®@ million, and delinquency and rent concessidecreased slightly by a combined $0.2
million, and other income was consistent betweearigus.
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Quarterly Non-Same Property Revenueseased by $4.7 million or 34.7% to $18.1 milliorthe third quarter of 2008 from $13.4 million in
the third quarter of 2007. The increase was attaible to ten apartment communities acquired siaceiary 1, 2007 totaling a $3.5 million
increase in revenue compared to third quarter 67268ight communities that were in redevelopmetatitty a $1.1 million increase in
revenue compared to the third quarter of 2007 taddevelopment properties totaling a $0.1 millioorease in revenue compared to the
third quarter of 2007.

Total Expensemcreased $7.0 million or 8.6% to $88.9 milliontire third quarter of 2008 from $82.1 million in ttherd quarter of

2007. Property operating expenses including realte taxes increased by $3.2 million or 10.3%Herquarter, which is primarily due to the
acquisition of ten operating properties, leasintyvat development properties since January 1, 280d annual increases in salaries and real
estate taxes. Depreciation expense increased.Byn$llion or 15.7% for the third quarter 2008 casngd to the third quarter of 2007,
primarily due to the acquisition of ten operatirrggerties since January 1, 2007.

Gain on sale of real estafer the third quarter of 2008 totaling $2.4 millioglates to the sale of the Circle RV park for $%itlion resulting

in a gain of $0.9 million, and $1.5 million of tigain that was previously deferred on the 2005 shleastridge Apartments. The $1.5 million
gain recognized is equal to the estimated fairevaluseven condominium units received in satisfactif the note receivable issued in
connection with the sale of Eastridge Apartmertsere were no gains or losses recorded from tleecgaither real estate in the third quarter
of 2007.

Income from discontinued operaticfor the third quarter of 2008 includes the opeatiesults of Coral Gardens which was classifiededd
for sale as of September 30, 2008, and the opgregsults of Cardiff by the Sea and St. Cloud alaith their combined gain on sale
$46,000. For the third quarter of 2007, operatesylts includes the four Portland metropolitariaegommunities, which were sold in the
fourth quarter of 2007, and the gain on sale ofloominiums for $0.1 million.

Comparison of the Nine Months Ended September 30088 to the Nine Months Ended September 30, 2007

Our average financial occupancies for the Compastgbilized apartment communities or “2008/2007 &droperties” (stabilized properties
consolidated by the Company for the nine month&ér&kptember 30, 2008 and 2007) increased 50aisis to 96.2% as of September
2008 from 95.7% as of September 30, 2007.

The regional breakdown of the Company’s 2008/208mMé& Property portfolio for financial occupancy fbe nine months ended September
30, 2008 and 2007 is as follows:

Nine Months Ended
September 30

2008 2007
Southern Californi: 95.5% 95.5%
Northern Californie 97.5% 96.2%
Seattle Metrc 96.6% 96.(%

The table below illustrates a breakdown of revenineuding revenues attributable to 2008/2007 S&raperties.

Nine Months Ended

Number of September 30 Dollar Percentage
Properties 2008 2007 Change Change
Property Revenue (dollars in thousand:
Sam«Properties
Southern Californi 56 $ 140,56¢ $ 137,92. % 2,64t 1.¢%
Northern Californie 18 59,02: 53,65¢ 5,36¢ 10.C
Seattle Metro 23 46,34« 42,83( 3,514 8.2
Total Same-Property revenues 97 245,93: 234,40t 11,52¢ 4.9
Non-Same Property Revenues (1) 56,96 41,34: 15,62¢ 37.¢
Total property revenues $ 302,89¢ $ 275,74 $ 27,15 9.8%

(1) Includes properties acquired since January@7 2ten redevelopment communities, three offideings, and two development
communities.

2008/2007 Same-Property Revenineseased by $11.5 million or 4.9% to $245.9 millfor the nine months ended September 30, 2008
compared to $234.4 million for the nine months ehf8eptember 30, 2007. The increase for the nimghms@nded September 30, 2008 was
primarily attributable to an increase in the schieduents from the 2008/2007 Same-Property podfehich increased $10.5 million or
4.5%. Average rental rates for 2008/2007 Samed?tppcommunities were $1,399 per unit for the nine memhded September 30, 2008
compared to $1,339 per unit for the nine monthedri8eptember 30, 2007. Occupancy increased faitleemonths ended September 30,
2008 by 50 basis points or $0.6 million, other imeoincreased by $0.5 million and delinquency amd cencessions, were consistent betv
periods.
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2008/2007 Non-Same Property Reverineseased by $15.6 million or 37.8% to $57.0 millfwr the nine months ended September 30, 2008
from $41.3 million for the nine months ended SegienB0, 2007. The increase was attributable t@pamtment communities acquired since
January 1, 2007 totaling a $12.4 million increaseevenue compared to the nine months ended Septe38p2007, ten communities that
were in redevelopment totaling a $3.0 million irase in revenue compared to the nine months endaedr8eer 30, 2007, and two
development properties totaling a $0.2 million @&se in revenue compared to the nine months erefgtdrSber 30, 2007.

Total Expensemcreased $24.3 million or 10.3% to $261.6 millfon the nine months ended September 30, 2008 ca@dpar$237.3 million
for the nine months ended September 30, 2007. efopperating expenses including real estate tamaesased by $9.5 million or 10.6% for
the nine months ended September 30, 2008, whishimsrily due to the acquisition of ten operatinggerties and the lease-up of two
development properties since January 1, 2007, andah increases in salaries and real estate tdxegreciation expense increased by $13.5
million or 19.6% for nine months ended September2B08 compared to the nine months ended Septed®h@007, primarily due to the
acquisition of ten operating properties since Jantia2007.

Gain on sale of real estafer the third quarter of 2008 totaling $2.4 millioglates to the sale of the Circle RV park for $5illion resulting

in a gain of $0.9 million, and $1.5 million of tigain that was previously deferred on the 2005 shleastridge Apartments. The $1.5 million
gain recognized is equal to the estimated fairevaluiseven condominium units received in satisfactif the note receivable issued in
connection with the sale of Eastridge Apartmertsere were no gains or losses recorded from tleeagaither real estate in the third quarter
of 2007.

Equity income in c-investmentincreased by $4.6 million due primarily to the ngp@nt of the Company’s remaining investment in the
Mountain Vista, LLC joint venture for the nine mbetended September 30, 2008. The Company recagd&ad million of income resultir
from the final repayment of the investment for tfiree months ended September 30, 2008, comparezi@a$llion recognized as income
related to the partial repayment of the investnienthe nine months ended September 30, 2007.

Income from discontinued operaticfor the nine months ended September 30, 2008 iasltite operating results of Coral Gardens whict
classified as held for sale as of September 308,28@d the operating results of Cardiff by the &ea St. Cloud and the combined gain of :
$46,000 for those two communities. The nine merthded September 30, 2007 income from discontiopethtions includes the sale of
City Heights joint venture property for a gain df37 million, net of minority interest, and $10.3lran in fees from the City Heights joint
venture partner, and the gain on sale of condommsifor $1.0 million. Also included in the 2007 ame from discontinued operations are
operations from the sale of the four Portland nlitan region communities which occurred in tharfb quarter of 2007.

Liquidity and Capital Resources

In June 2008, Standard and Poor's (“S&P”) reaffirte corporate credit rating of BBB/Stable for &s®roperty Trust, Inc. and Essex
Portfolio L.P.

At September 30, 2008, the Company had $33.4 mithiounrestricted cash and cash equivalents. Wevieethat cash flows generated by
operations, existing cash balances, availabledigr marketable securities, availability under éngstines of credit, access to capital markets
and the ability to generate cash gains from thpadigion of real estate are sufficient to meebabur reasonably anticipated cash needs
through 2009. The timing, source and amounts s @ws provided by financing activities and ugeihvesting activities are sensitive to
changes in interest rates and other fluctuatiorisércapital markets environment, which can affestplans for acquisitions, dispositions,
development and redevelopment activities.

The Company has a $200.0 million unsecured lingredit bank facility with six commercial banks anad,of September 30, 2008, there was
$53.0 million outstanding balance on the line atwerage interest rate of 3.3%. This facility unes in March 2009, with an option for a
one-year extension. The underlying interest ratéhes line is based on a tiered rate structukttiean S&P rating on the credit facility
(currently BBB-) at LIBOR plus 0.8%.
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The Company also has a $100 million credit facfiym Freddie Mac, that is secured by eight apamtraemmunities and which matures in
January 2009. As of September 30, 2008, we ha@ 8illlon outstanding under this line of creditzat average interest rate of 3.1%. The
underlying interest rate on this line is betweeraB# 59 basis points over the Freddie Mac ReferBate. The Company has signed a letter
of commitment to enter into a new five-year secuire of credit facility to replace the existingcseed line of credit facility that matures in
January 2009. The new secured facility will exptralexisting secured facility from $100 million$@50 million, and the new facility is
expandable to $250 million. The Company anticipabat the closing date for the new secured fgailitl occur by the end of the fourth
quarter of 2008. In March 2007, the Company edtam® an unsecured revolving line of credit foo¥Lmillion with a commercial bank

with a current extended maturity date of March 20B®rrowing under this revolving line of creditasthe bank’s Prime Rate less 2.0%. As
of September 30, 2008 there was a zero balandeeoretolving line of credit. The line is used tmdl short-term working capital needs. The
Company’s line of credit agreements contain delienants related to limitations on indebtednessliabdities, maintenance of minimum
levels of consolidated earnings before depreciatiierest and amortization and maintenance ofnmmim tangible net worth. The Company
was in compliance with the line of credit covenaagf September 30, 2008 and December 31, 2007.

During the first quarter of 2007, the Company filedew shelf registration statement with the SHiGwing the Company to sell an
undetermined number or amount of certain equitydettt securities as defined in the prospectus.

The Company may from time to time sell shares ofimmn stock into the existing trading market at entimarket prices through its
Controlled Equity Offering program with Cantor Kjerald & Co. Pursuant to the Controlled Equitye@ifig Program, during the third
quarter of 2008, the Company issued 1,130,750 stedreommon stock and during October 2008, the Gomjissued 78,300 shares at an
average share price of $120.17. Since July 20@8Cbmpany issued 1,209,050 shares of common &io&442.8 million, net of fees and
commissions. The Company will use the net procéegsy down debt, to fund the development pipeding for future investments.

In August 2007, the Company’s Board of Directorthatized a stock repurchase plan to allow the Cawpa acquire shares in an aggregate
of up to $200 million. The program supersedesctiramon stock repurchase plan that Essex annoumchtap 16, 2001. During January
2008, the Company under its stock repurchase pmogepurchased and retired 143,400 shares of itemnstock for approximately $13.7
million, at an average stock price of $95.64 persh The Company has authorization to repurchaselditional $154 million under the st
repurchase plan.

The Company, through its Operating Partnership $22%.0 million of outstanding exchangeable sendaies (the “Notes”) with a coupon of
3.625% due 2025. The Notes are senior unsecuréghtibhs of the Operating Partnership, and are fatid unconditionally guaranteed by
Company. On or after November 1, 2020, the Not#de exchangeable at the option of the holdes tash plus additional interest in shares
of the Company’s common stock if the current shpaiige exceeds the initial exchange price of $10p&5share subject to certain
adjustments. The Notes will also be exchangeaiite o November 1, 2020, but only upon the occuceeof certain specified events. On or
after November 4, 2010, the Operating Partnerslap radeem all or a portion of the Notes at a redemprice equal to the principal amoi
plus accrued and unpaid interest (including add#ionterest, if any). Note holders may require @perating Partnership to repurchase all or
a portion of the Notes at a purchase price equilegrincipal amount plus accrued and unpaid éstefincluding additional interest, if any)

on the Notes on November 1, 2010, November 1, 2005November 1, 2020.

During October 2008, the Company repurchased airéae$29.7 million of the Notes. The Company nepased these bonds at a discount
to par value and expects to report approximatéig.a million gain from the extinguishment of dethe fourth quarter of 2008.

As of September 30, 2008, our mortgage notes payetdled $1.4 billion which consisted of $1.1ibill in fixed rate debt with interest rates
varying from 4.86% to 8.18% and maturity dates nagdgrom 2009 to 2018 and $246.4 million of vatebate debt that consists of $228.6
million of tax exempt variable rate demand bondshwai total weighted average interest rate of 3.6B& tax-exempt variable rate demand
bonds have maturity dates ranging from 2009 to 2886 are subject to interest rate caps.

The Company pays quarterly dividends from cashlaig for distribution. Until it is distributed, sh available for distribution is invested by

the Company primarily in short-term investment gradcurities or is used by the Company to redulembes outstanding under its line of
credit.

21




Index

The Company’s current financing activities haverbieepacted by the tightening in the credit marletspreads on secured financing have
increased to over 220 basis points over the retdve® treasury securities. Our strong balancetsliee established relationships with our

unsecured line of credit bank group and accesatmiE Mae and Freddie Mac secured debt financing hatigated the impact to us of the

turmoil being experienced by many other real estatapanies.

Derivative Activity

As of September 30, 2008 the Company had eightdaivstarting interest rate swaps totaling a notian@unt of $400 million with interest
rates ranging from 5.1% to 5.9% and settlemenssdanging from December 2008 to October 2011.sd@ kerivatives are expected to
economically hedge the cash flows associated Wwélréfinancing of debt that matures between Dece2l@8 and October 2011 and they
qualify for hedge accounting under FASB Statememt 183, "Accounting for Derivative Instruments areldging Activities." The fair value
of the derivatives decreased $5.1 million during tine months ended September 30, 2008 to a tiabdiue of $15.4 million as of
September 30, 2008, and the derivative liabilityswecorded in other liabilities in the Company’sidensed consolidated financial
statements. The changes in the fair values ofi¢niwatives are reflected in accumulated other getmgnsive (loss) income in the Company’s
condensed consolidated financial statements. Mgédmeffectiveness on cash flow hedges was rezedruring the quarter ended
September 30, 2008 and 2007.

Development and Predevelopment Pipe

The Company defines development activities as meywasties that are being constructed, or are neafistructed and, in the case of
development communities, are in a phase of leasgdhave not yet reached stabilized operatiorssof/ASeptember 30, 2008, excluding
development projects owned by Fund Il, the Compaat five development projects comprised of 1,268 uaor an estimated cost of $487.7
million, of which $260.0 million remains to be expled. The Company has approximately $59.5 millindrawn on a construction loan to
fund the Joule Broadway development project withragimately $76.5 million in estimated costs to ¢ete the project.

The Company defines the predevelopment pipelimeasproperties in negotiation or in the entitlemgmicess with a high likelihood of
becoming development activities. As of Septemi@er2B08, the Company had three development comiesndtaling an estimated 1,018
units that were classified as predevelopment preje€he estimated total cost of the predevelopmpialine at September 30, 2008 was
$316.9 million, of which $223.6 million remainshe expended. The Company may also acquire larfdtiore development purposes. The
Company owned five land parcels held for futureaedepment aggregating an estimated 434 units agegiber 30, 2008. The Company
had incurred $27.0 million in costs related to ¢hige land parcels as of September 30, 2008.

The Company expects to fund the development pipdlinusing a combination of some or all of thedaihg sources: its working capital,
amounts available on its lines of credit, constarctoans, net proceeds from public and privatdatggnd debt issuances, and proceeds from
the disposition of properties, if any.

Redevelopmel

The Company defines redevelopment activities astiegji properties owned or recently acquired, wlinakie been targeted for additional
investment by the Company with the expectatiomofdased financial returns through property impnoset. The Compang’redevelopmet
strategy strives to improve the financial and pbgisaspects of the Company’s redevelopment apattooenmunities and to target at least a
10 percent return on the incremental renovatioestment. Many of the Company’s properties arercde in excellent neighborhoods,
providing lower density with large floor plans thiapresent attractive redevelopment opportuniti2gring redevelopment, apartment units
may not be available for rent and, as a result, hzaae less than stabilized operations. As of $eipée 30, 2008, the Company had eleven
redevelopment communities aggregating 3,344 apattorets with estimated redevelopment costs of $A2dllion, of which approximately
$54.9 million remains to be expended. These ansoextlude two redevelopment projects owned by Fund

Alternative Capital Sources

Fund Il has eight institutional investors and th@rany, with combined partner equity commitment$265.9 million. Essex has commiti
$75.0 million to Fund I, which represents a 28.@8&rest as general partner and limited partriéand 11 utilized leverage equal to
approximately 55% upon the initial acquisition b&tunderlying real estate. Fund Il invested ir@pant communities in the Company’s
targeted West Coast markets and, as of Septemb2088, owned eleven apartment communities ane tthegelopment projects. Essex
records revenue for its asset management, propemyagement, development and redevelopment sewloers earned, and promote income
when realized if Fund Il exceeds certain finanoéilirn benchmarks.
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Contractual Obligations and Commercial Commitments

The following table summarizes the maturation cg dates of our contractual obligations and otherra@ments at September 30, 2008, and
the effect these obligations could have on ouridify and cash flow in future periods:

2009 and 2011 and

(In thousands) 2008 2010 2012 Thereafter Total

Mortgage notes payab $ - 8 193,56: $ 183,78t $ 974,77 $ 1,352,112
Exchangeable bon¢ - - - 225,00( 225,00(
Lines of credit - 153,00( - - 153,00(
Interest on indebtedne 21,63( 115,82¢ 70,47¢ 208,92: 416,85¢
Development commitmen 34,40( 270,90( 88,80( 89,50( 483,60(
Redevelopment commitmer 11,00¢( 43,90( - - 54,90(
Fund Il capital commitment 9,85¢ - - 9,85¢

$ 76,88¢ $ 777,18¢ $ 343,060 $ 1,498,200 $ 2,695,34

Critical Accounting Policies and Estimates

The preparation of condensed consolidated finasté@éments, in accordance with U.S. generally@edeaccounting principles requires the
Company to make estimates and judgments that affeaeported amounts of assets, liabilities, reesrand expenses and related disclosure:s
of contingent assets and liabilities. We defindi@al accounting policies as those accounting pedithat require our management to exercise
their most difficult, subjective and complex judgme Our critical accounting policies relate prpadly to the following key areas: (i)
consolidation under applicable accounting standfmdsntities that are not wholly owned; (i) assag the carrying values of our real estate
properties and investments in and advances toyeintures and affiliates; (iii) internal cost cafitation; and (iv) qualification as a REIT.

The Company bases its estimates on historical @equar, current market conditions, and on variohgoassumptions that are believed to be
reasonable under the circumstances. Actual resysdiffer from those estimates made by management.

The Company’s critical accounting policies andraates have not changed materially from informateported in "Critical Accounting
Policies and Estimates” included in Managemengsidsion and Analysis of Financial Condition anduls of Operations in the Compasy’
Annual Report on Form 10-K for the year ended Ddwem31, 2007.

Forward Looking Statements

Certain statements in this "Management's DiscussiohAnalysis of Financial Condition and Result©pkrations,” and elsewhere in this
quarterly report on Form 10-Q which are not higtarfacts may be considered forward looking statémweithin the meaning of Section 27A
of the Securities Act of 1933, as amended, and@e2{LE of the Securities and Exchange Act of 1884amended, including statements
regarding the Company's expectations, hopes, inte)tbeliefs and strategies regarding the futsoeward looking statements include
statements regarding the Company’s expectatiots the total projected costs of predevelopmenteltimment and redevelopment projects,
beliefs as to our ability to meet our cash needasd2008 and to provide for dividend paymentséoadance with REIT requirements, the
Company’s and Fund II's development and redevelopmipeline, expectations as to the sources faditgithe Company’s development
pipeline, statements regarding the anticipatedrdpdate of the Company’s new line of credit fagjliand the Company's financing activities.

Such forward-looking statements involve known ankinown risks, uncertainties and other factors idicig, but not limited to, that the
Company will fail to achieve its business objectivihat the total projected costs of current prettgmment, development and redevelopment
projects will exceed expectations, that such dgaraknt and redevelopment projects will not be coteglethat development and
redevelopment projects and acquisitions will faieet expectations, that estimates of future irecfrom an acquired property may prove to
be inaccurate, that future cash flows will be irjqadste to meet operating requirements and/or wilhbefficient to provide for dividend
payments in accordance with REIT requirements,ttiere may be a downturn in the markets in whieh@ompany's properties are located,
that the terms of any refinancing may not be asri@le as the terms of existing indebtedness, #sawéhose risks, special considerations,
and other factors discussed under the caption hlatd-actors Affecting Future Operating Resultsldw and those discussed in Item 1A,
“Risk Factors,” of the Company's Annual Report amr 10-K for the year ended December 31, 2007 tlosk risk factors and special
considerations set forth in the Company's othardgd with the Securities and Exchange Commissioa (8EC”) which may cause the actual
results, performance or achievements of the Compabg materially different from any future resufierformance or achievements
expressed or implied by such forward-looking statets. All forward-looking statements are madefab@date hereof, and the Company
assumes no obligation to update this information.
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Funds from Operations (“FFQO”)

FFO is a financial measure that is commonly usetderREIT industry. The Company presents fundsifoperations as a supplemental
performance measure. FFO is not used by the Coprgmamor should it be considered to be, an alteto net earnings computed under
GAAP as an indicator of the Company’s operatinggrerance or as an alternative to cash from opegatativities computed under GAAP as
an indicator of the Company’s ability to fund iesst needs.

FFO is not meant to represent a comprehensiversyaténancial reporting and does not present,da®s the Company intend it to present, a
complete picture of its financial condition and mang performance. The Company believes thaeagetings computed under GAAP remain
the primary measure of performance and that FFDlis meaningful when it is used in conjunction witét earnings. Further, the Company
believes that its consolidated financial statemeaespared in accordance with GAAP, provide thetmmesaningful picture of its financial
condition and its operating performance.

In calculating FFO, the Company follows the defonitfor this measure published by the National Agstion of REITs (“NAREIT”), which

is a REIT trade association. The Company beliévass under the NAREIT FFO definition, the two msiginificant adjustments made to net
income are (i) the exclusion of historical costmepation and (ii) the exclusion of gains and lesem the sale of previously depreciated
properties. The Company agrees that these two NRAR&ustments are useful to investors for theofwlhg reasons:

(a) historical cost accounting for real estatetssi; accordance with GAAP assumes, through digi@e charges, that the value of real
estate assets diminishes predictably over time. BlARtated in its White Paper on Funds from Operatisince real estate asset values f
historically risen or fallen with market conditigmaany industry investors have considered presentbf operating results for real estate
companies that use historical cost accounting tm$gficient by themselves.” Consequently, NARE Tefinition of FFO reflects the fact
that real estate, as an asset class, generallg@afms over time and depreciation charges reqbygdAAP do not reflect the underlying
economic realities.

(b) REITs were created as a legal form of orgditinan order to encourage public ownership of esthte as an asset class through
investment in firms that were in the business afjlberm ownership and management of real estdte.eXclusion, in NAREIT definition of
FFO, of gains and losses from the sales of preljiaiepreciated operating real estate assets allovestors and analysts to readily identify
the operating results of the long-term assetsftrat the core of a REIT’s activity and assists amparing those operating results between
periods.

Management believes that is has consistently aptie NAREIT definition of FFO to all periods presed. However, there is judgment
involved and other REITS’ calculation of FFO mayywfiom the NAREIT definition for this measure, attais their disclosure of FFO may
not be comparable to the Company'’s calculatione fifiowing table sets forth the Company’s caldolatf FFO for the three and nine
months ended September 30, 2008 and 2007 (in thdsgxcept for per share data):

Three Months Ended Nine Months Ended
September 30 September 30
2008 2007 2008 2007
Net income available to common stockholc $ 12,37¢ $ 9,997 $ 37,76¢  $ 55,171
Adjustments
Depreciation and amortizatic 28,58: 25,61 84,99¢ 72,49¢
Gains not included in FF (2,499 (64) (2,499 (14,565
Minority interests and co-investments (1) 2,21 1,771 6,534 6,114
Funds from operations $ 40,68: $ 37,32 $ 126,80¢ $ 119,22:
Funds from operations per share - diluted $ 14€ $ 132 $ 45¢ $ 4.34
Weighted average number shares outstanding di{@)ed 27,910,29 28,043,12 27,657,44 27,482,40

24




Index

(1) Amount includes the following: (i) minority intereelated to Operating Partnership units, andh@t) depreciation add back from
unconsolidated «-investments net of depreciation attributable tod-party ownership of consolidated-investments
(2) Assumes conversion of all dilutive outstanding afieg partnership interests in the Operating Peship.

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

The Company’s objective in using derivatives istlol stability to interest expense and to managexjgesure to interest rate movements or
other identified risks. To accomplish this objeetithe Company primarily uses interest rate sveagsart of its cash flow hedging

strategy. Interest rate swaps designated as kaglih&dges involve the receipt of variable-rate ants in exchange for fixed-rate payments
over the life of the agreements without exchangiefunderlying principal amount. As of Septem®@r2008, we had entered into eight
forward-starting swap contracts to mitigate th& déchanges in the interest-related cash outflowforecasted issuance of long-term

debt. The forward-starting swaps are cash flonghef the variability in ten years of forecaste@iest payments associated with the
refinancing of the Company’s long-term debt betw2808 and 2011. As of September 30, 2008, the Coynglzo had $246.4 million of
variable rate indebtedness, of which $129.1 millosubject to interest rate cap protection. dltivative instruments are designated as cash
flow hedges, and the Company does not have anydaie hedges as of September 30, 2008.

The following table summarizes the notional amouatrying value, and estimated fair value of ouidgive instruments used to hedge
interest rates as of September 30, 2008. Themadtamount represents the aggregate amount atiaydar security that is currently hedged
at one time, but does not represent exposure thitciaterest rates or market risks. The table aistudes a sensitivity analysis to demonst

the impact on our derivative instruments from asréase or decrease in 10-year Treasury bill inteag¢ss by 50 basis points, as of September
30, 2008.

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

Cash flow hedge:
Interest rate forwar-starting swap $ 400,00( 200¢-2011 $ (15,809 $ (1,859 $ (32,779
Interest rate caps 129,14¢ 200¢-2011 37C 58€ 217

Total cash flow hedges $ 529,14¢ 2007-2011 $ (15,439 $ (1,279 $ (32,567)

Interest Rate Sensitive Liabilities

The Company is exposed to interest rate changesply as a result of its line of credit and lotegm debt used to maintain liquidity and fi
capital expenditures and expansion of the Compaeglestate investment portfolio and operatiotie Tompany'’s interest rate risk
management objective is to limit the impact of iest rate changes on earnings and cash flows dodiéw its overall borrowing costs. To
achieve its objectives the Company borrows primaxilfixed rates and may enter into derivative fiicial instruments such as interest rate
swaps, caps and treasury locks in order to mitigati@terest rate risk on a related financialimstent. The Company does not enter into
derivative or interest rate transactions for spatoeg purposes.

The Company'’s interest rate risk is monitored usingriety of techniques. The table below pres#mgprincipal amounts and weighted
average interest rates by year of expected matoridyaluate the expected cash flows. Managemdist/be that the carrying amounts of its
LIBOR debt approximates fair value as of Septen3@er2008 because interest rates, yields and athmistfor these instruments are consit
with yields and other terms currently availableite Company for similar instruments. Managementdséisnated that the fair value of the
Company’s $1.33 billion of fixed rate mortgage rsopayable and exchangeable bonds at Septembed@®japproximately $1.38 billion
based on the terms of existing mortgage notes paygalmpared to those available in the marketplace.

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

Fixed rate dek $ z 23,25¢ 153,00° 151,40( 31,87( 971,16 $1,330,69' $1,381,14
Average interest ral 6.2% 8.1% 6.4% 5.4% 5.C%

Variable rate dek $ z 170,30( - 51€ - 228,61(4) $ 399,43 $ 399,43:
Average interes 3.4% 4.C% 3.6%
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(1) $25 million covered by a forward-starting svaa fixed rate of 5.082%, with a settlement dat®iobefore January 1, 2009.

(2) $150 million covered by three forward-startgwgaps with fixed rates ranging from 5.099% to 5%2#vith a settlement date on or before
January 1, 2011.

(3) $125 million covered by forward-starting swayth fixed rates ranging from 5.655% to 5.8795%thvd settlement date on or before
February 1, 2011. $50 million covered by a forwararting swap with a fixed rate of 5.535%, withedtlement date on or before July, 1
2011. $50 million covered by a forward-startingagwwvith a fixed rate of 5.343%, with a settlemeatiedon or before October 1, 2011. The
Company intends to encumber certain unencumbessdsaguring 2011 in conjunction with the settlenafrthese forward-starting swaps.

(4) $129.1 million subject to interest rate caps.

The table incorporates only those exposures thst @x of September 30, 2008; it does not considie exposures or positions that could
arise after that date. As a result, our ultimatdized gain or loss, with respect to interest fluetuations, would depend on the exposures that
arise during the period, our hedging strategi¢hatime, and interest rates.

Item 4: Controls and Procedures

As of September 30, 2008, we carried out an evialuatinder the supervision and with the particqpatf management, including our Chief
Executive Officer and Chief Financial Officer, titeffectiveness of the design and operation ofl@alosure controls and procedures
pursuant to Rules 13a-15 of the Securities Exch&wngef 1934, as amended. Based upon that evahyatie Chief Executive Officer and
Chief Financial Officer concluded that our disclesaontrols and procedures are effective in tinaddyting management to material
information relating to the Company that is reqdite be included in our periodic filings with theirities and Exchange

Commission. There were no changes in the Compamtgmal control over financial reporting, thatcacred during the quarter ended
September 30, 2008, that have materially affeciedre reasonably likely to materially affect, tbempany’s internal control over financial
reporting.

Part Il -- Other Information
Item 1: Legal Proceedings

Recently there has been an increasing number alligsvagainst owners and managers of apartment ooities alleging personal injury and
property damage caused by the presence of mok&bidantial real estate. Some of these lawsuits hesulted in substantial monetary
judgments or settlements. The Company has beehfsueold related matters and has settled sontejdiiall, of such matters. Insurar
carriers have reacted to mold related liability edgaby excluding mold related claims from standaoticies and pricing mold endorsement
prohibitively high rates. The Company has, howeparchased pollution liability insurance, whiclelides some coverage for mold. The
Company has adopted policies for promptly addrgsai resolving reports of mold when it is detected! to minimize any impact mold
might have on residents of the property. The Caompieelieves its mold policies and proactive respdiesaddress any known existence,
reduces its risk of loss from these cases. Thamebe no assurances that the Company has iderdiiiédesponded to all mold occurrences,
but the Company promptly addresses all known reprinold. Liabilities resulting from such moldated matters are not expected to ha
material adverse effect on the Company’s finarmialdition, results of operations or cash flows. oASeptember 30, 2008, no potential
liabilities for mold and other environmental ligbés are quantifiable and an estimate of possdde cannot be made.

The Company carries comprehensive liability, fextended coverage and rental loss insurance for&fabe Properties. Insured risks for
comprehensive liability covers claims in exces$25,000 per incident, and property insurance coloses in excess of a $5.0 million
deductible per incident. There are, however, getigoes of extraordinary losses, such as, for @tamosses from terrorism and earthquake,
for which the Company does not have insurance.staunhbally all of the Properties are located inaarthat are subject to earthquake activity.

The Company is subject to various other lawsuith@normal course of its business operations.h &awsuits could have a material adverse
effect on the Company’s financial condition, reswf operations or cash flows.
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Iltem IA: Risk Factors

In evaluating all forward-looking statements, ywusld specifically consider various factors thatymause actual results to vary from those
contained in the forward-looking statements. Mé&motors affect the Company’s actual financial parfance and may cause the Company’s
future results to be different from past performamnctrends. These factors include those set tortter the caption “Risk Factorsi tem 1A
of the Company’s Annual Report on Form 10-K for ylear ended December 31, 2007 as filed with the &kCavailable 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 redevelopmgetts of apartment communities from time to tiflkese investments generally
require various government and other approvalstabeipt of which cannot be assured. The Compaleyelopment and redevelopment
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 origistimates possibly making the project economiaaifigasible;
« projects may be delayed due to, among other thandyeerse weather conditions;

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

« expenses at a completed development project majgher than anticipated.

These risks may reduce the funds available foridigion to the Company's stockholders. Furthez,dbvelopment and redevelopment of
properties is also subject to the general riskec@ated with real estate investments.

Interest Rate Fluctuatior

The Company monitors changes in interest ratedahieves that it is well positioned from both auiidjity and interest rate risk
perspective. The immediate effect of significamd aapid interest rate increases would resultghéi interest expense on the Company's
variable interest rate debt. The effect of prolahgrerest rate increases could negatively imgaeiGompany's ability to make acquisitions
and develop properties and the Company's abilitgfioance existing borrowings at acceptable ratebnegatively impact the current
dividend rate.

Credit Markets

The current instability and tightening in the ctedarkets has led to an increase in spread#i@ing of securechnd unsecured debt, and
the effect of prolonged tightening in the creditrke&ts could negatively impact the Company's abititynake acquisitions, develop properties
and refinance existing borrowings at acceptablesrat
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3.1 Second Amended and Restated Bylaws of Essex Pyoperst, Inc., attached as Exhibit 3.1 to the ConypmForm 8-
K, filed September 22, 2008, and incorporated hnebogireference

12.1  Ratio of Earnings to Fixed Charg

31.1 Certification of Keith R. Guericke, Chief Executifficer, pursuant to Section 302 of the Sarbabgkey 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 Executifficer, pursuant to Section 906 of the SarbaDgkey Act of
2002.

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

SIGNATURE

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

ESSEX PROPERTY TRUST, IN(
(Registrant’

Date: October 31, 20C

By: /S/ MICHAEL T. DANCE

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

By: /S/ 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 kied Charges and Preferred Stock Dividend
(Dollars in thousands, except ratic
Quarter
ended
September
30 Years ended December 3
2008 2007 2006 2005 2004 2003

Earnings:
Income before discontinued

operations $ 1527C  $ 4153¢ $ 33,00: $ 47,37 $ 72,75¢ % 27,17¢
Gain on sales of real est: (2,446 - - (6,397 (7,909 -
Minority interests 5,66¢ 19,927 18,801 20,70¢ 28,13 25,827
Interest expens 19,39¢ 78,93¢ 72,89¢ 70,78¢ 60,70¢ 49,08t
Amortization of deferred

financing costs 68€ 3,05¢ 2,74F 1,94 1,56( 1,18
Total earnings $ 38,57t $ 143,45 $ 127,45. $ 134,42. $ 155,24¢  $ 104,17:
Fixed charges:
Interest expens $ 19,39¢ % 78,93¢ % 72,89¢ % 70,78: % 60,70¢ % 49,98t
Amortization of deferred

financing costt 68€ 3,05¢ 2,74 1,945 1,56( 1,185
Capitalized interes 2,93¢ 5,13¢ 3,91z 1,10¢ 1,997 4,08¢
Preferred stock dividenc 2,31C 9,17¢ 5,14¢ 1,95: 1,952 19t
Perpetual preferred unit

distributions 2,55¢ 10,23¢ 10,23¢ 10,23¢ 14,17t 17,99¢

Total fixed charges and
preferred stock dividends  $ 27,89C $ 106,53¢ $ 94,93¢ $ 86,02: $ 80,39:! $ 73,44°

Ratio of earnings to fixed
charges (excluding
preferred stock dividends
and preferred unit
distributions) 1.6¢ X 1.65 X 1.6C X 1.82 X 24z X 1.8¢

Ratio of earnings to combinec
fixed charges and preferred
stock dividends 1.3¢ X 1.3t X 1.3¢£ X 1.5¢ X 1.9¢ X 1.42

(1) The above financial and operating information frémmuary 1, 2003 through December 31, 2003 rethectdtroactive adoption
of FIN 46R and SFAS 123. The results of operatfon2007 have been reclassified to reflect discared operations for
properties sold subsequent to December 31, 20@tharesults of operations for 2003 through 20@émot been reclassife




EXHIBIT 31.1

ESSEX PROPERTY TRUST, INC.
Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act 8002

I, Keith R. Guericke, certify that:

1.

2.

I have reviewed this quarterly report on Forn-Q of Essex Property Trust, Ini

Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or om#itide a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to tl
period covered by this repo

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this
report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining discie controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutas tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made knoy
to us by others within those entities, particulahlying the period in which this report is beingared

b) Designed such internal controls over financial répg, or caused such internal controls over finaneporting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjj

c) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure conaintprocedures, as of the end of the period coumyehlis report based on
such evaluation; an

d) 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 aimeaport) that has materially
affected, or is reasonably likely to materiallyeatft, the registra’s internal control over financial reporting; a

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting whic
are reasonably likely to adversely affect the regre’s ability to record, process, summarize and refpmhcial data; an

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

Date: October 31, 2008

Is/

Keith R. Guerick

Keith R. Guericke

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




EXHIBIT 31.2

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

I, Michael T. Dance, certify that:
1. | have reviewed this quarterly report on Forn-Q of Essex Property Trust, Ini

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

3. Based on my knowledge, the financial statement$ atimer financial information included in this refdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this
report;

4. 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&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutas tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made knoy
to us by others within those entities, particulahlying the period in which this report is beingared

b) Designed such internal controls over financial répg, or caused such internal controls over finaneporting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjj

c) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure conaintprocedures, as of the end of the period coumyehlis report based on
such evaluation; an

d) 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 aimeaport) that has materially
affected, or is reasonably likely to materiallyeatft, the registra’s internal control over financial reporting; a

5) The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting whic
are reasonably likely to adversely affect the regre’s ability to record, process, summarize and refpmhcial data; an

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

Date: October 31, 2008

/s/ Michael T. Danc

Michael T. Dance

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 Act 2002

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 135@ptdr 63 of title 18, United States
Code), I, Keith R. Guericke, hereby certify, to thest of my knowledge, that the Quarterly ReporForm 10-Q for the period ended
September 30, 2008 (the “Form 10-Q") of Essex PitgpErust, Inc. fully complies with the requiremertdf Section 13(a) or 15(d), as
applicable, of the Securities Exchange Act of 1&amended, and information contained in the Hdi+® fairly presents, in all material
respects, the financial condition and results @rafions of Essex Property Trust, Inc. at the defesd for the periods presented.

Date: October 31, 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 Act 2002

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 135@ptdr 63 of title 18, United States
Code), I, Michael T. Dance, hereby certify, to best of my knowledge, that the Quarterly ReporForm 10-Q for the period ended
September 30, 2008 (the “Form 10-Q") of Essex PitgpErust, Inc. fully complies with the requiremertdf Section 13(a) or 15(d), as
applicable, of the Securities Exchange Act of 1&amended, and information contained in the Hdi+® fairly presents, in all material
respects, the financial condition and results @rafions of Essex Property Trust, Inc. at the defesd for the periods presented.

Date: October 31, 2008 /s/ Michael T. Danc

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




