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

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

The information furnished in the accompanying urigabdcondensed consolidated balance sheets, stateofeoperations, stockholders' equ
noncontrolling interest, and comprehensive income@ash flows of the Company reflects all adjustimerhich are, in the opinion of
management, necessary for a fair presentatioreddfitrementioned condensed consolidated finantzitdraents for the interim periods and are
normal and recurring in nature, except as otherwiged.

The accompanying unaudited condensed consolidateddial statements should be read in conjunctiith the notes to such unaudited
condensed consolidated financial statements anciyganent's Discussion and Analysis of Financial @mmdand Results of Operations
herein. Additionally, these unaudited condenseatsolidated financial statements should be readmjunction with the audited consolidated
financial statements included in the Company's ahreport on Form 10-K for the year ended Decen3ie2009.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets
(Unaudited)
(Dollars in thousands, except per share amounts)

June 30, December 31
Assets 2010 2009
Real estate

Rental properties
Land and land improvemer $ 689,75 $ 684,95!
Buildings and improvements 2,761,37! 2,727,97!
3,451,12 3,412,93
Less accumulated depreciati (811,119 (749,469
2,640,01. 2,663,46!
Real estate under developm 331,26t 274,96!
Co-investments 137,74( 70,78
3,109,01 3,009,21.
Cash and cash equivale-unrestrictec 8,36 20,66(
Cash and cash equivale-restrictec 19,42¢ 17,27+
Marketable securitie 92,51( 134,84«
Notes and other receivabl 55,20¢ 36,30¢
Prepaid expenses and other as 25,66 21,34¢
Deferred charges, n 13,98¢ 14,99
Total asset $ 3,324,18 $ 3,254,63

Liabilities and Equity

Mortgage notes payab $ 163995 $ 1,603,54!
Lines of credit 264,00( 239,00(
Exchangeable bonc 3,19:¢ 4,89:
Accounts payable and accrued liabilit 41,47 38,51«
Construction payabl 14,07: 10,323
Dividends payabli 34,62 33,75(
Cash flow hedge liabilitie 72,19¢ 30,15¢
Other liabilities 17,54¢ 16,55¢
Total liabilities 2,087,06! 1,976,74

Commitments and contingenci
Cumulative convertible preferred stock; $.0001 ysue:

4.875% Series (- 5,980,000 issued and 178,249 outstan 4,34¢ 4,34¢
Stockholders' equity and noncontrolling inter

Common stock, $.0001 par value, 649,702,178 slaarthorized 29,555,874 and 28,849,779 shares it

and outstandin 3 3
Cumulative redeemable preferred stock; $.0001 phrev
7.8125% Series - 1,000,000 shares authorized, issued and outsigndjoidation value 25,00( 25,00(
Additional paic-in capital 1,324,32! 1,275,25:
Distributions in excess of accumulated earni (260,96¢) (222,957)
Accumulated other comprehensive (loss) income (68,79 (24,206
Total stockholders' equi 1,019,57. 1,053,091
Noncontrolling interest 213,19¢ 220,44!
Total stockholders' equity and noncontrolling iet 1,232,77. 1,273,54.
Total liabilities and equit $ 3,324,18 $ 3,254,63

See accompanying notes to the unaudited condepssdlxlated 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)

Revenues
Rental and other proper
Management and other fees from affilia

Expenses
Property operating, excluding real estate tz
Real estate taxe
Depreciation and amortizatic
General and administratiy
Impairment and other charges

Earnings from operatior

Interest expens
Interest and other incon
Equity (loss) income in «-investment:
(Loss) gain on early retirement of de
Income before discontinued operatic
Income from discontinued operatic
Net income
Net income attributable to noncontrolling inter
Net income attributable to controlling inter:
Dividends to preferred stockholde

Excess of the carrying amount of preferred stodieeened over the ca

paid to redeem preferred stock
Net income available to common stockholders

Per common share da
Basic:
Income before discontinued operations availabkntamon
stockholder:
Income from discontinued operations

Net income available to common stockholders

Weighted average number of common shares outsiguddiring the
period

Diluted:
Income before discontinued operations availabkotomon
stockholder:
Income from discontinued operations

Net income available to common stockholc

Weighted average number of common shares outstauldiring the
period

Dividend per common share

Three Months Ended

Six Months Ended

June 30, June 30,
2010 2009 2010 2009

$ 99,61+ $ 102,47¢ $ 199,32( % 206,39(
1,027 1,15¢ 2,50( 2,35¢

100,63t 103,63: 201,82( 208,74
25,24¢ 24,84 49,92( 48,92«

9,74¢ 8,98¢ 19,27¢ 18,03:

31,26: 28,90: 61,74¢ 57,86¢

6,21¢ 5,85¢ 11,837 12,08

- - - 5,752

72,47¢ 68,58¢ 142,78: 142,66(

28,15¢ 35,04« 59,03¢ 66,08¢
(21,009 (21,509 (41,84 (41,719

7,08¢ 2,867 14,94 6,15¢

(360) 15¢€ (401) 69¢€

(10 - (10 6,12¢

13,86¢ 16,56( 31,72¢ 37,34¢

- 897 - 3,44¢

13,86¢ 17,45: 31,72¢ 40,79:
(3,844 (4,457) (8,034 (9,396

10,02¢ 12,99¢ 23,69« 31,39¢
(54%) (1,589 (1,08¢) (3,410

- - - 25,69¢

$ 948: $ 11,41F $ 22,60¢ $ 53,68(
$ 03z $ 03¢ $ 0.7¢ $ 1.9C
- 0.0< - 0.1

$ 03z $ 04: $ 0.7¢ $ 2.0z
29,329,27 26,831,30 29,149,56 26,529,80

$ 03z $ 03¢ $ 077 $ 1.84
- 0.04 - 0.12

$ 03z $ 04: $ 077 $ 1.9¢

29,402,63 26,853,69 29,213,61 29,000,12

$ 1.03: $ 1.03C $ 2.065 $ 2.06(

See accompanying notes to the unaudited condenssdldated financial statements.
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Balances at December 31, 2!
Comprehensive incom
Net income
Reversal of unrealized gai
upon the sale of
marketable securite
Change in fair value of cas
flow hedges and
amortization of swap
settlement:
Change in fair value of
marketable securities
Comprehensive incorr
Issuance of common stock
under:
Stock option and restrictec
stock plans
Sale of common stoc
Equity based compensation
costs
Retirement of exchangeable
bonds
Contributions from
noncontrolling interes
Distributions to noncontrolling
interest
Dividends declare
Redemptions of noncontrollir
interest

Balances at June 30, 2010

ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of StockhoEequity, Noncontrolling Interest, and

Comprehensive Income for the six months ended 3Qn2010
(Unaudited)
(Dollars and shares in thousands)

Distributions  Accumulated

Series F Additional in excess of other
Preferred stock Common stock paid-in accumulated comprehensivi Noncontrolling
Shares Amount Shares Amount capital earnings income (loss] Interest Total
1,00C $ 25,00( 28,84¢ $ 3 $ 127525 $ (222,95) $ (24,200 $ 220,44' $ 1,273,54.
- - - - - 23,69 - 8,03¢ 31,72¢
- - - - - - (7,98)) (654) (8,63%)
- - - - - - (39,369) (3,229) (42,58¢)
- - - - - - 2,75¢ 227 2,98¢
(16,507
- - 64 - 2,68( - - - 2,68(
- - 642 - 63,00: - - - 63,00:
- - - - (164) - - 1,43¢ 1,27:
- - - - (95) - - - (95)
- - - - - - - 3,99( 3,99(
- - - - - - - (12,33%) (12,339
- - - - - (61,709 - - (61,709
- - - - (16,34)) - - (4,715 (21,06%)
1,000 $ 25,00( 29,55 $ 3 $ 1,324,320 $ (260,960 $ (68,79) $ 213,19¢ $ 1,232,77.

See accompanying notes to the unaudited condepssdlxlated financial statements.




Index

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 estatt
Acquisitions
Improvements to recent acquisitic
Redevelopment expenditur
Revenue generating capital expenditt
Non-revenue generating capital expenditt
Additions to real estate under developrr
Dispositions of real esta
Changes in restricted cash and refundable def
Purchases of marketable securi
Sales and maturities of marketable secur
Proceeds from tax credit inves
Purchases of and advances under notes and otle@raieles
Collections of notes and other receivak
Contributions to c-investment:

Net cash used in investing activities

Cash flows from financing activitie
Borrowings under mortgage and other notes payatildiaes of credi
Repayment of mortgage and other notes payableimesl of credi
Additions to deferred charg:
Retirement of exchangeable bor
Retirement of common sto«
Retirement of preferred stock, Serie:
Net proceeds from stock options exerci
Net proceeds from issuance of common s
Contributions from noncontrolling intere
Distributions to noncontrolling intere
Redemptions of noncontrolling intere
Common and preferred stock dividends f

Net cash provided by financing activities
Net (decrease) increase in cash and cash equis

Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

Supplemental disclosure of cash flow informati

Cash paid for interest, net of $5.8 million and®iillion capitalized in 2010 and 2009, respectn

Supplemental disclosure of noncash investing amhfiing activities
Change in accrual of dividen:

Change in value of cash flow hedge liabilities
Change in fair value of marketable securities

Mortgage note assumed in connection with purchlseab estate including the loan premium recor

Change in construction payable
Accrual for the purchase of marketable securities

Six Months Ended

June 30,
2010 2009

$ 89,41: $ 89,23«
(6,757) -
(725) (257)
(6,957 (14,372
(35¢) (14%)
(10,962 (8,957%)
(53,419 (49,95)

- 26,69:

(5,739 20,69:
(18,27¢) (88,499
65,91¢ 15,20(

- 3,76%
(21,22) (1,482)

1,82¢ 2,93¢
(66,499 (270)
(123,15¢) (94,64.)
212,76« 227,38t
(163,81) (84,640
(623) (1,712
(1,842) (66,460
- (20,27))
- (32,572)

2,212 54¢

63,00: 75,82¢

3,99( -
(12,33 (10,829
(21,06%) (739)
(60,83¢) (57,609
21,44¢ 28,93:
(12,299 23,52¢
20,66( 41,90¢

$ 8,367 $ 65,43
$ 40,04¢ $ 39,14¢
$ 874 $ 66€
$ 42,04 $ 42,11(
$ 565( $ 5,417
$ 12,44 $ -
$ 3,746 $ 9,94:
$ - $ 10,74:

See accompanying notes to the unaudited condepssdldated financial statements.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2010 and 2009

(Unaudited)

(1) Organization and Basis of Presentation

The unaudited condensed consolidated financiaskants of the Company are prepared in accordartbdda®. generally accepted accounting
principles for interim financial information and &accordance with the instructions to FormQQO4n the opinion of management, all adjustm
necessary for a fair presentation of the finanoasition, results of operations and cash flowslierperiods presented have been included and
are normal and recurring in nature, except as wiisernoted. These unaudited condensed consolifiatettial statements should be read in
conjunction with the audited consolidated finanstatements included in the Company's annual repoftorm 10-K for the year ended
December 31, 2009.

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

The unaudited condensed consolidated financiastnts for the three and six months ended Jun203@, and 2009 include the accounts of
the Company and Essex Portfolio, L.P. (the "OpegaRartnership”, which holds the operating assettssoCompany). The Company is the
sole general partner in the Operating Partnerstith,a 93.1% general partnership interest as o€ Bh 2010. Total Operating Partnership
units outstanding were 2,202,907 and 2,398,479 asne 30, 2010 and December 31, 2009, respectiaetythe redemption value of the ur
based on the closing price of the Company’s comstock totaled $214.9 million and $200.6 million,adslune 30, 2010 and December 31,
2009, respectively.

As of June 30, 2010, the Company owned or had whigmterests in 134 apartment communities, (agggieg 27,405 units) (collectively, t
“Communities”, and individually, a “Community”), Me office and commercial buildings and five actilevelopment projects (collectively, the
“Portfolio”). The Communities are located in Scerh California (Los Angeles, Orange, Riverside,t&@arbara, San Diego, and Ventura
counties), Northern California (the San Francisey Brea) and the Seattle metropolitan area.

Fund Activities

Essex Apartment Value Fund II, L.P. (“Fund II")da investment fund formed by the Company to addevgiirough rental growth and asset
appreciation, utilizing the Company’s developmeetievelopment and asset management capabilitiesd IFhas eight institutional investors,
and the Company, with combined partner equity doations of $265.9 million. The Company contritdit75.0 million to Fund Il, which
represents a 28.2% interest as general partndimaiteld partner. Fund Il utilized leverage equabpproximately 55% upon the initial
acquisition of the underlying real estate. FunithVested in apartment communities in the Compatargeted West Coast markets and, as of
June 30, 2010, owned 14 apartment communities. Cimepany records revenue for its asset managepraperty management, development
and redevelopment services when earned, and pranuatee when realized if Fund Il exceeds certaiafiicial return benchmarks.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2010 and 2009
(Unaudited)

Marketable Securities

As of June 30, 2010, marketable securities cortsjgtienarily of investmengrade unsecured bonds, a mortgage backed secuditynaestmen
funds that invest in U.S. treasury or agency séesri As of June 30, 2010, the Company classifeethvestment in the mortgage backed
security as held to maturity, which matures Noven®#fd 9, and accordingly, this security is stateitissamortized cost of $17.7 million. The
estimated fair vale of the mortgage backed sec(aitgvel 2 security) is approximately equal to ¢therying value. As of June 30, 2010 the
Company classified the following marketable se@sitis available for sale (dollars in thousands):

June 30, 201
Gross
Amortized Unrealizec Fair
Cost Gain/(Loss) Value
Investmer-grade unsecured bon $ 53,21¢ $ 574:  $ 58,96
Investment fund- US treasurie 15,69¢ 12¢ 15,82t
Total $ 68,91« $ 587 $ 74,78¢

December 31, 200

Gross
Amortized Unrealizec Fair
Cost Gain/(Loss) Value
Investmer-grade unsecured bon $ 110,33¢ $ 12,71¢ % 123,05¢
Investment funds - US treasuries 12,04( (252) 11,78¢
Total $ 122,37¢ % 12,46¢ $ 134,84

The Company uses the specific identification mettvodetermine the cost basis of a security soldtamdclassify amounts from accumulated
other comprehensive income for securities sold. ti@three and six months ended June 30, 201@rtdoeeds from sales of available for sale
securities totaled $22.5 million and $64.7 millioespectively. These sales all resulted in gaitmich totaled $4.0 million and $9.0 million for
the three and six months ended June 30, 2010,atbaglg.

Contractual maturities of the marketable securitlassified as available for sale as of June 3002@ere as follows:

Amount
Due in 1-5 years $ 45,46¢
Due in 5-10 years 29,311
Total $ 74,78¢

The Company reports its available for sale seasit fair value, based on quoted market pricegeflZfor the unsecured bonds and level 1
for the investment funds, as defined by the Firelnstcounting Standards Board (“FASB”) standardtksat “ Fair Value Measurements and
Disclosure” as discussed later in Note 1), and any unrealiagday loss is recorded as other comprehensiveriedtoss). There were no
impairment charges for the three and six montheéiddine 30, 2010 and 2009. Realized gains anel@ssl interest income are included in
interest and other income on the condensed comgetidstatement of operations. Amortization of unee discounts is included in interest
income.

Variable I nterest Entities

The Company consolidates 19 DownREIT limited pagthips (comprising twelve communities), an offiegléing that is subject to loans me
by the Company, and 55 low income housing unitsesthe Company is the primary beneficiary of thes#able interest entities

(“VIES"). Total DownREIT units outstanding werel24,980 and 1,129,205 as of June 30, 2010 and Dexe3i, 2009 respectively, and the
redemption value of the units, based on the clogitge of the Company’s common stock totaled $108illion and $94.5 million, as of June
30, 2010 and December 31, 2009, respectively. cbneolidated total assets and liabilities relatethése VIEs, net of intercompany
eliminations, were approximately $230.5 million é8tb7.8 million, respectively, as of June 30, 28hd $237.9 million and $164.4 million,
respectively, as of December 31, 2009. Interelstdnrs in VIEs consolidated by the Company are alled net income equal to the cash
payments made to those interest holders or disioibsi from cash flow. The remaining results of @piens are generally allocated to the
Company. As of June 30, 2010 and December 31,,286Company did not have any VIE’s of which itsnret deemed to be the primary
beneficiary.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2010 and 2009
(Unaudited)

Stock-Based Compensation

The Company accounts for share based compensating the fair value method of accounting. Theneated fair value of stock optic
granted by the Company is being amortized ovewésting period of the stock options. The estimapeht date fair values of the long t
incentive plan units (discussed in Note 13, “StBelsed Compensation Plans,” in the Company’s ForsK 1 the year ended December
2009) are being amortized over the expected sepgdeds.

Stock-based compensation expense for options atricted stock totaled $0.3 million and $0.2 mitlifor the three months ended June 30,
2010 and 2009, respectively, and $0.5 million fer $ix months ended June 30, 2010 and 2009, résggctThe intrinsic value of the stock
options exercised during the three months ended 30n2010 and 2009 totaled $0.5 million and $&m@, $1.5 million and $0.4 million for the
six months ended June 30, 2010 and 2009, resplgctiss of June 30, 2010, the intrinsic value of 8tock options outstanding and fully
vested totaled $5.6 million. As of June 30, 2abal unrecognized compensation cost related tested share-based compensation granted
under the stock option and restricted stock platedeéd $3.6 million. The cost is expected to lmogmized over a weighted-average period of 1
to 3 years for the stock option plans and is exquetd be recognized straight-line over 7 yearsHerrestricted stock awards.

The Company has adopted an incentive program imglhe issuance of Series Z and Series Z-1 Ineefdhits (collectively referred to ag*“
Units”) of limited partnership interest in the Openg Partnership. Stodiased compensation expense for Z Units totaled ®0li®n and $0..

million for the three months ended June 30, 201d 2009, respectively, and $1.4 million and $0.8lioml for the six months ended June

2010 and 2009, respectively.

During June 2010, the Operating Partnership is&08d000 Series Z-1 Incentive Units (the “2010 Z4it§)") of limited partner interest to
twenty executives of the Company in exchange feshdeom seven executive officers of the Company, acapital commitment from the
remaining thirteen executives of $1.00 per 2010Wnit. The 2010 Z-1 Units are convertible one-éore into common units of the Operating
Partnership (which, in turn, are convertible intwrenon stock of the Company) upon the earlier tarpo€ 100 percent vesting of the units or
the year 2025. The conversion ratchet (accourtedd vesting) of the 2010 Z-1 Units into commoitgymwill increase to 20 percent effective
January 1, 2011 if the Company achieves the FRgetaf $4.75 per diluted share in 2010. Each jfeeeafter, vesting of the 2010 Z-1 Units
will be consistent with the Company’s annual FFOvgh, but is not to be less than zero or greatem tt¥ percent. The 2010 Z-1 Unit holders
are entitled to receive 10 percent of dividendsrithisted to common stockholders in 2010, and if@mnpany achieves the FFO target of $
per diluted share in 2010, the 2010 Z-1 Unit haddeill be entitled to 25 percent of annual dividemaid in 2011. Each year thereafter, the
percent of distributions received by the 2010 Z+itWlolders will increase by the same percentageusts that the 2010 Z-1 Units vesting
increases, provided that once the 201D Wnits holders receive distributions of 30 percenth distribution percentage will not increasghier
until the 2010 Z-1 Unit vesting is at the 30 petderel. Once such vesting percentage is at theeBfent level, subsequent distribution for
2010 Z-1 Unit holders will be equal to the vestpeycentage with the 2010 Z-1 units.

Stock-based compensation capitalized for stocloaptirestricted stock awards, and the Z Unitsedt&0.2 million and $0.1 million for the
three months ended June 30, 2010 and 2009, respgctind $0.4 and $0.2 for the six months endeg B0, 2010 and 2009, respectively. As
of June 30, 2010, the intrinsic value of the Z Ymitibject to future vesting totaled $15.0 millioks of June 30, 2010, total unrecognized
compensation cost related to Z Units subject tortuvesting totaled $9.9 million. The unamortizedt is expected to be recognized over the
next year to fifteen years subject to the achieveroéthe stated performance criteria.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2010 and 2009
(Unaudited)

Fair Value of Financial I nstruments

The Company values its financial instruments basethe fair value hierarchy of valuation techniqdescribed in the FASB statement entitled
“ Fair Value Measurements and Disclosureslevel 1 inputs are unadjusted, quoted pricexctive markets for identical assets or liabilits
the measurement date. Level 2 inputs include guatiees for similar assets and liabilities in eetmarkets and inputs other than quoted p
observable for the asset or liability. Level Buts are unobservable inputs for the asset ofitiabi

The Company uses Level 1 inputs for the fair vabfess cash equivalents and its marketable seesaréxcept for unsecured bonds and
mortgage backed securities. The Company uses PRewgluts for its investments in unsecured bondstgage backed securities, notes
receivable, notes payable, and cash flow hedgheselinputs include interest rates for similarfirial instruments. The Company’s valuation
methodology for cash flow hedges is described inentietail in Note 8. The Company does not use L&ugputs to estimate fair values of ¢
of its financial instruments. The Company’s asses# of the significance of a particular inputhe fair value measurement in its entirety
requires judgment, and considers factors spedifibe asset or liability.

Management believes that the carrying amountsdaritounts outstanding under lines of credit, natesivable and other receivables from
related parties, and notes and other receivable®ajmate fair value as of June 30, 2010 and Deeer8b, 2009, because interest rates, yields
and other terms for these instruments are consigtiémyields and other terms currently availatde similar instruments. Management has
estimated that the fair value of the Company’s 8hilion of fixed rate debt at June 30, 2010 ipraximately $1.44 billion and the fair value

of the Company’s $264.5 million of variable ratdotjexcluding borrowings under the lines of creditJune 30, 2010 is $242.0 million based
on the terms of existing mortgage notes payablevarnidble rate demand notes compared to thoseadlaiin the marketplace. Management
believes that the carrying amounts of cash and egslivalents, restricted cash, accounts payablaegwied liabilities, other liabilities and
dividends payable approximate fair value as of B3 12010 due to the shdgrm maturity of these instruments. Marketablaisées and cas
flow hedge liabilities are carried at fair valuedslune 30, 2010, as discussed further aboveraNdte 8.

Accounting Estimates and Reclassifications

The preparation of condensed consolidated finastééments, in accordance with U.S. generally@edeaccounting principles, requires the
Company to make estimates and judgments that dffeaeported amounts of assets, liabilities, reesrand expenses and related disclosures
of contingent assets and liabilities. On an on-gdiasis, the Company evaluates its estimates,dimguhose related to acquiring, developing
and assessing the carrying values of its realesptaiperties, its investments in and advancesinbd yentures and affiliates, its notes receivables
and its qualification as a Real Estate Investmens$fl(“REIT”). The Company bases its estimates istotical experience, current market
conditions, and on various other assumptions tleabalieved to be reasonable under the circumstaatual results may vary from those
estimates and those estimates could be differedgnudifferent assumptions or conditions.

Reclassifications for discontinued operations Haeen made to prior year statements of operatiolastes in order to conform to current year
presentation. Such reclassifications have no itnpaceported earnings, cash flows, total assetstar liabilities.

New Accounting Pronouncements

In June 2009, the FASB issued an accounting stdretditled, "Amendments to FASB Interpretation No. 46(R)at amends existing
standards, which among other things, replacesubatgativebased risks and rewards calculation for determimihggch enterprise, if any, ha:
controlling financial interest in a variable intst@ntity with an approach focused on identifyirigiehh enterprise has the power to direct the
activities of a variable interest entity that msigmificantly impact the entity’s economic performea and (1) the obligation to absorb losses of
the entity or (2) the right to receive benefitsfrthe entity. The Company adopted the standarthaoary 1, 2010 and there was no impact on
the Company’s condensed consolidated financiatistants.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2010 and 2009
(Unaudited)

(2) Significant Transactions During the Second Qarter of 2010 and Subsequent Events
(a) Acquisitions

In late June, the Company acquired Eagle Rim, autB6community located in Redmond, Washington f&aB$ million, and in July tt
Company acquired 101 San Fernando, a@#B8ecommunity with 9,200 square feet of retaildted in downtown San Jose, California for $
million and The Commons, a 264-unit garden-styl@emnity located in Campbell, California for $42.4lion.

(b) Equity

During the second quarter, the Company issued 887Bares of common stock at an average price @.$1, for $45.7 million, net of fe
and commissions.

(c) Marketable Securities
During the second quarter, the Company sold $221Bmof investment grade unsecured bonds foria ga$4.0 million.
(d) Notes Receivable

As discussed in note 4, during May, the Companglmsed a note secured by Santee Court, auidE:ondo community with 38,500 squ
feet of retail located in downtown Los Angeles, ifdahia for $21.0 million. The note was purchasgdapproximately a 20% discount to
principal value and the note is due in October 2010

(€) Debt

In conjunction with the acquisition of Eagle RirhetCompany assumed an $11.9 million mortgage maltéity at a fixed rate of 5.3% whi
matures in July 2019. Based on currently availdddeowing rates, the Company recorded a loan premmeducing the interest rate to
recognized on this loan to 4.5%.

In July 2010, the Company paidf two maturing loans that were cross collateediby five communities totaling $129.5 million, inding &
$73.6 million loan at a fixed rate of 8.2% and &$5million loan at a fixed rate of 7.7%. The Canp obtained fixed rate mortgage lo
totaling $130.1 million secured by Hillcrest ParidaBel Air for $72.2 million and $57.9 million, nasctively, which mature in July 2020, ¢
fixed rate of 4.6%. These two communities were péathe cross collateralized loans paifiin July, and the remaining three communities
now unencumbered. The Company also settled $10@omiof forward starting swaps in July for $16.7illien in payments to tF
counterparties, which increased the effective @geon these two mortgage loans to 6.0%.

In July 2010, the joint venture that owns Essexlikyat MacArthur Place obtained an $80.0 milli@tsred loan, for a four year term plt
one year extension, at an interest rate of LIBOEBS basis points.

In July 2010, the Company financed the acquisitbi01 San Fernando with $35.2 million of tax exéfpnds due in years 2037 and 2
(the “Bonds”) with Citibank, N.A. (“Citibank”). Té Company entered into a total return swap traimsa¢the “Swap”)with respect to the:
Bonds with Citibank, and under the terms of the gwBssex pays a variable amount equal to the SIFMIEX (Securities Industry a
Financial Markets Association), plus 150 basis t®ion a notional amount equal to the accreted védueretion from the initial discot
purchase price to the par amount on the call dafeptember 1, 2012 and thereafter) of the outgtgnBonds. In return, Citibank pays
amount equal to the coupon on the Bonds multipligdhe par notional amount. The swap has a terioimatate of July 2013, and may
terminated by the Company at any time commencitey @ne year and by Citibank if certain events octlpon termination of the Swap
payment equal to the change in value of the Boritlwcur, irrespective if the termination occursfbre or on the stated termination date
the Bonds decline in value the Company will be gdtied to make a payment equal to 100% of the plepeeciation, and if the Bonds incre
in value, Citibank will be obligated to make a pamhequal to 85% of the price appreciation. Initaoluto the change in value payment u
termination of the Swap, whether early or on tladest termination date, Citibank will be obligatedogy the Company an amount equal tc
bond accretion (the difference between initial distt purchase price and accreted value as desa@atmma) on such termination date.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2010 and 2009
(Unaudited)

(3) Co-investments

The Company has joint venture investments in cestwments, which are accounted for under the equéttyhod. The joint ventures own,
operate and develop apartment communities. Thawirig table details the Company's co-investmediddldrs in thousands):

June 30, December 31

2010 2009
Investments in joint ventures accounted for underequity method of accountir
Limited partnership interest of 27.2% and geneeaatrer interest of 1% in Essex Apartme
Value Fund I, L.P ("Fund II" $ 70,29: $ 70,28:
Membership interest in a limited liability compatiat owns Essex Skyline at MacArtt
Place 66,94¢ -
137,24( 70,28
Investments accounted for under the cost methedafunting
Series A Preferred Stock interest in Multifamilych@ology Solutions, In 50C 50C
Total cc-investment: $ 137,74(  $ 70,78

The combined summarized balance sheet and statewfepperations for co-investments, which are antaxifor under the equity method, are
as follows (dollars in thousands).

June 30, December 31

2010 2009
Balance sheet:
Rental properties and real estate under develop $ 658,10: $ 489,35
Other asset 24,19( 30,45¢
Total asset $ 682,29: $ 519,81(
Mortgage note $ 300,32: $ 312,85¢
Other liabilities 5,615 6,64¢
Equity 376,35: 200,30¢
Total liabilities and equit $ 682,29: $ 519,81(
Company's share of equi $ 137,24 $ 70,28
Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
Statements of operatior
Property revenue $ 12,48: $ 11,70¢ $ 24.81( $ 23,53¢
Property operating expenses (5,539 (4,665) (10,662) (8,81%)
Net property operating incon 6,94¢ 7,04 14,14¢ 14,72:
Interest expens (2,950 (2,657) (5,91)) (4,84¢)
Depreciation and amortizatic (4,75€) (3,769 (9,209) (7,38])
Total net (loss) income $ (757 $ 621 $ (972) $ 2,49¢
Company's share of net (loss) income $ (360) $ 15¢ $ (401) $ 69€
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2010 and 2009
(Unaudited)

(4) Notes and Other Receivables

Notes receivable secured by real estate, and atleeivables consist of the following as of June ZW0 and December 31, 2009 (dollar
thousands):

June 30, December 31

2010 2009
Note receivable, secured, bearing interest at 4,2h#% October 201 $ 21,49 $ -
Note receivable, secured, bearing interest at 8d# November 201 971 971
Note receivable, secured, bearing interest at LIBOR75%, due March 201 7,391 7,31
Note receivable, secured, bearing interest at LIBCB69%, due June 20: 6,52 6,742
Note receivable, secured, bearing interest at 6café August 201 3,221 3,19¢
Note receivable, secured, bearing interest at LIBC825%, due December 20 10,93¢ 12,55
Other receivable 4,66¢ 5,52t

$ 55,20¢ $ 36,30¢

In May, 2010, the Company purchased a loan sedwyrékde community known as “Santee Court” locatetdas Angeles, California. This
$25.8 million loan was purchased at a discoun$f#.0 million. The loan is interest only at 4.95%d matures on October 31, 2010.

In the second quarter of 2010, the borrower orbtidge loan secured by 301 Ocean Avenue a 47-pait@ent community located in Santa
Monica, California made a principal payment of $thilion and the Company extended the maturityheffban until December 2012. Also
during the second quarter the borrower on the smmured by Emeryville Marketplace, a mixed use censial property located in Emeryville,
California made a $0.2 million principal paymentiaxtended the maturity of the loan until June 2011

(5) Related Party Transactions

Management and other fees from affiliates includmagement, development and redevelopment feesFrord Il of $1.0 million and $1
million for the three months ended June 30, 201d 2009, respectively, and $2.0 million and $2.4lioml for the six months ended June
2010 and 2009 respectively and property acquisiteenof $0.5 million from the limited liability copany that owns Skyline at MacArtt
Place for the six months ended June 30, 20100fAHese fees are net of intercompany amounts mditad by the Company.

An Executive Vice President of the Company inveséd million for a 6% limited partnership interésta partnership with the Company 1
acquired a 50% interest in a limited liability coamy that acquired Essex Skyline at MacArthur Platiee Executive Vice Presideat’
investment is equal to a prata share of the contributions, and distributioesulting from distributable cash generated by E&kyline a
MacArthur Place will be calculated in the same neanas the calculation of distributions to the thparty investor. The Executive V
President does not participate in any promote @steor fees paid to the Company by the Essex SkglirtMacArthur Place joint venture.

In May 2010, the Board of Directors approved theigbredemption for cash by the Operating Partmiersf limited Operating Partnership
units that were held by the Company's Chairmanfandder, Mr. George M. Marcus at $106.76 per wpresenting a 2% discount from the
closing price of the Company’s common stock on Nldy2010. The Operating Partnership purchase®387nits from Mr. Marcus. Under
the Operating Partnership’s partnership agreentignited partnership units are exchangeable on aforene basis into shares of the
Company’s common stock, or at the Company’s opfien¢ash. This transaction reduced Mr. Marcusherghip from 1,063,056 limited
partnership units in the Operating Partnership/i®, 822 units and following the transaction Mr. Masbeneficially owned 1,587,041 shares or
share equivalents of the Company’s stock. The r@tiemwas requested by the Chairman to achievediate planning objectives.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2010 and 2009
(Unaudited)

(6) Segment Information

The Company defines its reportable operating se¢sremnthe three geographical regions in whichpgstenent communities are located:
Southern California, Northern California and SeaMletro. Excluded from segment revenues are ptiegasiassified in discontinued
operations, management and other fees from afflisind interest and other income. Non-segmeahtms and net operating income included
in the following schedule also consist of revenaaagated from commercial properties which are prilgnaffice buildings. Other non-
segment assets include co-investments, real estder development, cash and cash equivalents, taht&esecurities, notes receivable, other
assets and deferred charges. The revenues, matingéncome, and assets for each of the rep@rating segments are summarized as
follows for the three months ended June 30, 20102899 (dollars in thousands):

Three Months Ended

June 30,
2010 2009
Revenues
Southern Californi 50,95 $ 51,80¢
Northern Californie 29,97: 30,491
Seattle Metrc 16,71: 18,08:
Other real estate assets 1,97¢ 2,08
Total property revenue 99,614 $ 102,47¢
Net operating income
Southern Californi 34,00¢ $ 35,077
Northern Californie 19,24: 20,36:
Seattle Metrc 10,12« 11,62:
Other real estate assi 1,24( 1,58¢
Total net operating incon 64,61¢ 68,64:
Depreciation and amortizatic (31,26)) (28,909
Interest expens (21,009 (21,509
Interest and other incon 7,08t 2,867
General and administrati\ (6,219 (5,852
Management and other fees from affilia 1,02z 1,15¢
Equity (loss) income from «investments (360) 15¢
(Loss) gain on early retirement of debt (10) -
Income before discontinued operations 13,86¢ $ 16,56(
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Notes to Condensed Consolidated Financial Statement
June 30, 2010 and 2009
(Unaudited)

The revenues, net operating income, and assetg oéportable operating segments are summariziedl@ass or the six months ended June
2010 and 2009 (dollars in thousands):

Six Months Ended

June 30,
2010 2009
Revenues
Southern Californi $ 101,88 $ 104,10!
Northern Californie 59,96 61,33¢
Seattle Metrc 33,44( 36,80:
Other real estate assi 4,03¢ 4,14~
Total property revenues $ 199,32( $ 206,39(
Net operating income
Southern Californi $ 68,02 $ 70,90«
Northern Californie 39,04: 41,73¢
Seattle Metrc 20,69¢ 24,021
Other real estate assets 2,362 2,76¢
Total net operating incon 130,12 139,43¢
Depreciation and amortizatic (61,749 (57,86¢)
Interest expens (41,84) (41,719
General and administrati (11,839 (12,089
Impairment and other charg - (5,752
Management and other fees from affilia 2,50( 2,35¢
(Loss) gain on early retirement of d¢ (10 6,12¢
Interest and other incon 14,94 6,15¢
Equity (loss) income from co-investments (407) 69€
Income before discontinued operations $ 31,72¢  $ 37,34¢

Total assets for each of the reportable operatggnents are summarized as follows as of June 3M, @8d December 31, 2009:

June 30, December 31

2010 2009

Assets:
Southern Californi: $ 1,220,390 $ 1,239,65
Northern Californie 908,04¢ 923,10¢
Seattle Metrc 428,50¢ 417,70¢
Other real estate ass: 83,06¢ 82,99¢
Net reportable operating segme- real estate asse 2,640,01. 2,663,46!
Real estate under developm 331,26¢ 274,96!
Cash and cash equivalel 27,79¢ 37,93
Marketable securitie 92,51( 134,84«
Cac-investments 137,74( 70,78
Notes and other receivabl 55,20¢ 36,30¢
Other nor-segment asse 39,64¢ 36,34(
Total assets $ 3,324,18. $ 3,254,63
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(7) Net Income Per Common Share
(Amounts in thousands, except per share and utd) da

Three Months Ended
June 30, 201(

Three Months Ended
June 30, 200¢

Weighted- Per
average Common
Common Share

Weighted- Per
average Common
Common Share

Income Shares Amount Income Shares Amount
Basic:
Income from continuing operations available to cami
stockholder: $ 9,48: 29,32¢ $ 0.3z $ 10,58 26,837 $ 0.3¢
Income (loss) from discontinued operations avaddbl
common stockholders - 29,32¢ - 834 26,83! 0.04
9,48 $ 0.32 11,41¢ $ 04
Effect of Dilutive Securities (1)(2 - 73 - 22
Diluted:
Income from continuing operations available to camnm
stockholders $ 9,48: 29,40: $ 0.3z $ 10,58: 26,85: $ 0.3¢
Income from discontinued operations available tmecmn
stockholders - 29,40: - 834 26,85 0.04
$ 9,48: $ 032 $ 11,41 $ 04
Six Months Ended Six Months Ended
June 30, 201( June 30, 200¢
Weighted Per Weighted Per
Average Common Average Common
Common Share Common Share
Income Shares Amount Income Shares Amount
Basic:
Income before discontinued operations availabkotamon
stockholder: $ 22,60¢ 29,15( $ 0.7¢ $ 50,46 26,53( $ 1.9C
Income (loss) from discontinued operations avadabl
common stockholders - 29,15( - 3,21¢ 26,53( 0.1z
22,60¢ $ 0.7¢ 53,68( $ 2.0z
Effect of Dilutive Securities (1)(z - 64 3,13: 2,47(
Diluted:
Income from continuing operations available to canm
stockholders (1 $ 22,60¢ $ $ 50,46: $
Add: noncontrolling interests OP unithold: - 2,90t
Adjusted income from continuing operations avakstol
common stockholders (. 22,60¢ 29,21 0.77 $ 53,36% 29,00( 1.84
Income (loss) from discontinued operations avaddbl
common stockholdet - 3,21¢
Add: noncontrolling interests OP unithold: - 22€
Adjusted income from discontinued operations awééldo
common stockholders - 29,21« - 3,44¢ 29,00( 0.1z
$ 22,60¢ $ 077 $ 56,81 $  1.9¢
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2010 and 2009
(Unaudited)

Weighted convertible limited partnership urmif$2,357,321 and 2,388,406 which includes vestieS Z incentive units, for the three and
six months ended June 30, 2010, respectively, wetrencluded in the determination of diluted EP$ese they were anti-dilutive.
Convertible limited partnership units of 2,450,808ich includes vested Series Z incentive unitstlierthree months ended June 30, 2009
were excluded in the determination of diluted ERSause they were anti-dilutive. Convertible lirdifgrtnership units of 2,447,390,
which includes vested Series Z incentive unitstiiersix months ended June 30, 2009 were includéuki determination of diluted EPS
because they were dilutive. The Company has thigyab redeem DownREIT limited partnership unfts cash and does not consider
them to be potentially dilutive securitie

The holders of the exchangeable notes may exchahtjge then applicable exchange rate, the notesafth and, at the Compasyoption
a portion of the notes may be exchanged for Esemon stock; the exchange rate as of June 30, @@$0$100.65 per share of Es
common stock. During the three months ended Jne2@10 the weighted average common stock priceesled the strike price &
therefore common stock issuable upon exchangeeoéxichangeable notes of 754 shares were includdeeidiluted share count as
effect was dilutive. During the six months endedel 30, 2010 the weighted average common stock plitt not exceed the strike pt
and therefore common stock issuable upon exchahtfeeaexchangeable notes were not included in theed share count as the efi
was anti-dilutive.

Stock options of 131,664 and 263,721 for the timeaths ended June 30, 2010 and 2009, respectaredlyl147,690 and 265,685 for the
months ended June 30, 2010 and 2009, respectivele not included in the diluted earnings per stwaleulation because the exer
price of the options were greater than the averageket price of the common shares for the threesaanonths ended and, therefi
were antidilutive. Stock options of 73,362 and 22,386 foe three months ended June 30, 2010 and 2009 cteghe and 64,051 ai
22,937 for the six months ended June 30, 2010 806, 2espectively, were included in the determaratf diluted EPS.

All shares of cumulative convertible preferred &t@&eries G have been excluded from diluted earnpegsshare for the three and
months ended June 30, 2010 and 2009, as the effélse approximately 33 thousand shares that wbaldssued upon conversion w
anti-dilutive.

For the three and six months ended June 30, 2@t@necome allocated to convertible limited parth@aunits and vested Series Z ur
aggregating $0.8 million and $1.9 million, respeely, have been excluded from income availableotormon stock holders for the
calculation of net income per common share sinesdlunits are excluded from the diluted weightextage common shares for the per
For the three months ended June 30, 2009, net im@diocated to convertible limited partnership sigind vested Series Z units
aggregating $1.3 million has been excluded fronoiine available to common stock holders for the datmn of net income per common
share since these units are excluded in the dilutgghted average common shares for the periodtheosix months ended June 30, 2009,
net income allocated to convertible limited parsidp units and vested Series Z units aggregating ®8lion has been included in income
available to common stock holders for the calcatatif net income per common share since these argtscluded in the diluted weighi
average common shares for the per

Derivative Instruments and Hedging Activities

Currently, the Company uses interest rate swapsmaeikst rate cap contracts to manage certaireistteate risks. The valuation of these
instruments is determined using widely acceptedat&n techniques including discounted cash floalysis on the expected cash flows of
each derivative. This analysis reflects the comti@derms of the derivatives, including the periodnaturity, and uses observable market-
based inputs, including interest rate curves. Hirevialues of interest rate swaps are determinedyube market standard methodology of
netting the discounted future fixed cash receiptgphyments) and the discounted expected variadle payments (or receipts). The variable
cash payments (or receipts) are based on an etipeaté future interest rates (forward curves) ded from observable market interest rate
curves. The Company incorporates credit valuatdjonsaments to appropriately reflect both its owmperformance risk and the respective
counterparty’s nonperformance risk in the fair ealneasurements.
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As of June 30, 2010 the Company had seven forwiartirey interest rate swap contracts totaling aoma amount of $375.0 million with
interest rates ranging from 5.1% to 5.9% and sa#gs dates ranging from October 2010 to Octob&t 20 hese derivatives qualify for hedge
accounting as they are expected to economicallgdétk cash flows associated with future financihdebt between 2010 and 2011. The
Company had twelve interest rate cap contractéirigta notional amount of $191.9 million that gfilior hedge accounting as they effectiv
limit the Company’s exposure to interest rate dgkproviding a ceiling on the underlying variabiterest rate for the Company’s $213.8
million of tax exempt variable rate debt. The aggte carrying value of the forward-starting ingérate swap contracts was a net liability of
$72.5 million and the aggregate carrying valuehefinterest rate cap contracts was an asset ohdili@n. The overall fair value of the
derivatives changed by $42.0 million during thersianths ended June 30, 2010 to a net liabilityZ#.$ million as of June 30, 2010, and the
derivative liability was recorded in cash flow hedgbilities in the Company’s condensed consoéiddinancial statements. During July, the
Company settled $100 million of forward startingagw for $16.7 million in payments to the countetiparwhich increased the effective
interest rate on two mortgage loans obtained in 2010 for $130.1 million from a fixed rate of 4.6%an effective rate of 6.0%. The changes
in the fair values of the derivatives are refledtedther comprehensive (loss) income in the Comisarondensed consolidated financial
statements. No hedge ineffectiveness on cashikniges was recognized during the quarters ended3Dyr2010 and 2009.

(9) Discontinued Operations

In the normal course of business, the Companyrediive offers for sale of its communities, eitbelicited or unsolicited. For those offers t
are accepted, the prospective buyer will usualiyire a due diligence period before consummatiath@fransaction. It is not unusual for
matters to arise that result in the withdrawalejection of the offer during this process. The @any classifies real estate as "held for sale"
when the sale is considered to be probable.

In the first quarter of 2009, the Company sold @arHeights Villas, a 70-unit property located imn$ee, California and Grand Regency, a 60-
unit property in Escondido, California for an aggaee gain of $2.4 million. During the second geadf 2009, the Company sold Mountain
View Apartments, a 106-unit community located im@aillo, California for a gain of $0.8 million. DBing the third quarter of 2009, the
Company sold Spring Lake, a 69-unit community leddh Seattle, Washington. During the fourth geraof 2009, the Company sold Maple
Leaf, a 48-unit community located in Seattle, Wagton. The operations for these sold communitiesrecluded in discontinued operations
for the three and six months ended June 30, 2009.

The components of discontinued operations arermalbelow and include the results of operationstferespective periods that the Company
owned such assets, as described above (dolldnsusands).

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
Rental revenue $ - 3% 72¢ 3% - 3% 1,65:
Property operating expens - (293) - (649)
Depreciation and amortization - (170) - (409)
Income from real estate sc - 26€ - 59t
Gain on sal - 76€ - 3,23¢
Internal disposition cos' @ - (140) - (387)
Income from discontinued operatic $ - $ 89z $ - $ 3,44¢

(1) Internal disposition costs relate to a disgias incentive program established to pay incretaklbonuses for the sale of certain of the
Company's communities that are part of the program.
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(10) Commitments and Contingencies

The Company is subject to various lawsuits in tbemal course of its business operations. Suchu#svsould, but are not expected to ha
material adverse effect on the Company’s finanmaldition, results of operations or cash flows.

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

The following discussion should be read in conjiomctvith our Condensed Consolidated Financial Stegats and accompanying Notes the
included elsewhere herein and with our 2009 AnRegbort on Form 10k for the year ended December 31, 2009 and our €rReport o
Form 1(-Q for the quarter ended June 30, 2010.

The Company is a fully integrated Real Estate Itmest Trust (“REIT”), and its property revenues gemerated primarily from apartment
community operations. Our investment strategyth@scomponents: constant monitoring of existinghkets, and evaluation of new markets
to identify areas with the characteristics thatentid 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 June 30, 2010, we had ownership interesi8hapartment communities, comprising 27,405 apartranits. Our apartment
communities are located in the following major WE€stst regions:

Southern California (Los Angeles, Orange, Riverside, Santa BarbaraDJ#ego and Ventura counties)

Northern California (the San Francisco Bay Area)

Seattle Metro (Seattle metropolitan area)

As of June 30, 2010, we also had ownership inteiiadive office and commercial buildings (with apgimately 215,840 square feet).

As of June 30, 2010, our consolidated developmigaipe was comprised of four development projects, twalpvelopment projects, and fc
land parcels held for future development or salgreggating 2,242 units, with total incurred cost$881.3 million. The estimated remaining
project costs are $86.4 million and the total actievelopment project costs are $417.7 million.

The Company has one unconsolidated joint ventuveldpment project, Essex Skyline at MacArthur Plac849unit high rise condominiu
project. As of June 30, 2010 total costs incumaesl $129.5 million, with estimated remaining projeasts of $5.2 million for total estimar

costs of $134.7 million.

The Company’s consolidated apartment communitiesaarfollows:

Apartment Apartment
Units % Units %
As of June 30, 201 As of June 30, 200
Southern Californi: 12,33¢ 51% 12,26¢ 50%
Northern Californie 6,69¢ 28% 6,69t 28%
Seattle Metro 5,24¢ 21% 5,33¢ 22%
Total 24.27¢ 100% 24,297 10(%

Co4nvestments including Fund Il communities and comities included in discontinued operations areincluded in the table above for b
years presented aboy
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Comparison of the Three Months Ended June 30, 2010 the Three Months Ended June 30, 2009

Our average financial occupancies for the Compasighilized apartment communities or “Quarterly SaPnoperty” (stabilized properties
consolidated by the Company for the quarters edded 30, 2010 and 2009) increased 40 basis poifs.2% as of June 30, 2010 from 96
as of June 30, 2009. Financial occupancy is ddfas the percentage resulting from dividing aateiatal revenue by total possible rental
revenue. Actual rental revenue represents conahitatal revenue pursuant to leases without cenisid delinquency and concessions. Total
possible rental revenue represents the value apalttment units, with occupied units valued at@mtual rental rates pursuant to leases and
vacant units valued at estimated market rents.b&lieve that financial occupancy is a meaningfubsuee of occupancy because it considers
the value of each vacant unit at its estimated etaeke.

Market rates are determined using a variety obfacsuch as effective rental rates at the progesed on recently signed leases and asking
rates for comparable properties in the market. rEeently signed effective rates at the propergyusmed as the starting point in the
determination of the market rates of vacant unflse Company then increases or decreases thesebested on the supply and demand in the
apartment community’s market. The Company willahthe reasonableness of these rents based avsitfop within the market and compare
the rents against the asking rents by comparableepties in the market. Financial occupancy matycompletely reflect short-term trends in
physical occupancy and financial occupancy ratefisctosed by other REITs may not be comparabttccalculation of financial occupancy.

For apartment communities that are developmentegtigs in lease-up without stabilized occupancyriég, the Company believes the physical
occupancy rate is the appropriate performance metkihile an apartment community is in the leasghi@se, the Company’s primary
motivation is to stabilize the property which mantal the use of rent concessions and other ingesitiand thus financial occupancy which is
based on contractual revenue is not considereldasiemetric to quantify occupancy.

The regional breakdown of the Company’s Quartedyn8-Property portfolio for financial occupancy foe quarter ended June 30, 2010 and
2009 is as follows:

Three months endec

June 30,
2010 2009
Southern Californi: 97.1% 96.2%
Northern Californie 97.5% 97.7%
Seattle Metrc 97.2% 96.€%

The following table provides a breakdown of reveao®unts, including revenues attributable to thar€@uly Same-Property portfolio:
Three Months Ended

Number of June 30, Dollar Percentage
Properties 2010 2009 Change Change
Property Revenue (dollars in thousand:
Quarterly Sam-Property:
Southern Californi: 5¢ $ 49,16¢ $ 50,38¢ $ (1,217%) (2.49%
Northern Californie 29 28,45 30,05( (1,599 (5.9
Seattle Metrc 23 14,72 16,20( (1,477) (9.7
Total Quarterly Same-Property revenues 111 92,34: 96,63¢ (4,299 (4.9
Quarterly Non-Same Property Revenues (1) 7,271 5,84( 1,431 24.5
Total property revenues $ 99,614 $ 102,47¢ $ (2,862) (2.8)%

(1) Includes two communities acquired after ApriRD09, two redevelopment communities, four develept communities, and three
commercial buildings.
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Quarterly Same-Property Revenudereased by $4.3 million or 4.4% to $92.3 milliorthe second quarter of 2010 from $96.6 millioriha
second quarter of 2009. The decrease was prinsdtiipputable to a decrease in scheduled rent$ &f ®illion as reflected in a decrease of
5.8% in average rental rates from $1,375 per artité second quarter of 2009 to $1,295 per urthérsecond quarter of 2010. Scheduled 1
decreased in all regions by 4.2%, 6.0%, and 10r6Southern California, Northern California, and tBeaMetro, respectively. The Company
has experienced a decrease in scheduled rents dhue $lowdown in the economy coupled with job éssduring 2009. During 2009, through
the second quarter of 2010, the Company experieacktrease in gross revenue in comparison tortbeyear in the Company’s markets
from the reduction in rents from leases entereihduhose periods. The decrease in scheduled wergpartially offset by an increase of
occupancy of 40 basis points or $0.6 million, fr868% for the second quarter of 2009 to 97.2%Hersecond quarter of 2010. Bad debt
expense decreased $0.4 million, and rent concesgiatio utility billing system (“RUBS”) income, drother income, were consistent between
guarters. The Company expects that total Quargatye-Property revenues will decrease slightihénthird quarter of 2010 from the same
period in 2009, due to an expected decrease irdstdrents and/or occupancy compared to the sam@dpn 2009. The Company expects
total Quarterly Same-Property revenues for thelthirarter of 2010 will be slightly higher than #exond quarter of 2010 due to an increase in
scheduled rents.

Quarterly Non-Same Property Revenireseased by $1.4 million or 24.5% to $7.3 milliorthe second quarter of 2010 from $5.8 million in
the second quarter of 2009. The increase was ghnaae to four development communities and twancaunities acquired since April 1,
20009.

Real Estate taxes experincreased by $0.8 million or 8.5% for the secondrtgr of 2010 compared to the second quarter 09 20@ mainly
to the lease-up of development communities inclgdioule Broadway, Fourth & U, The Grand, and Belt&tation which resulted in an
increase in property taxes of $0.4 million comparethe second quarter of 2009.

Depreciation expensincreased by $2.4 million or 8.2% for the secondrter of 2010 compared to the second quarter o® 2@@e to the
acquisition of two communities, the completiorfafr development properties, and the capitalizatibapproximately $19.0 million in
additions to rental properties for the six monthdexl June 30, 2010 and the capitalization of apprately $55.6 million in additions to rental
properties, including $26.7 million spent on redepenent and revenue generating capital expenditugsg 2009.

Interest and other incorrincreased by $4.2 million for the second quarte2@¥0 primarily due to a $4.0 million gain genedaieom the sale
of marketable securities in the second quarte0@b2 The Company also recorded $0.5 million imme from an investment in mortgage
backed securities made during the first quart&20dfo.

Equity (Loss) income in -investmentslecreased by $0.5 million for the second quart@04f0 compared to the second quarter of 2009,
primarily because the Company recorded a loss fiparations of $0.4 million related to the Comparigigestment in Essex Skyline at
MacArthur Place which was acquired in the firstg@@of 2010 and is a development community indeag.

Income from discontinued operaticfor the second quarter of 2010 was $0, compar&® @ million for the second quarter of 2009, which

included an $0.8 million gain on the sale of Moimtdiew and the operating results of the apartnoemmunities Spring Lake and Maple Lt
which were sold in the third and fourth quarter009, respectively.
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Comparison of the Six Months Ended June 30, 2010 tbe Six Months Ended June 30, 2009

Our average financial occupancies for the Compasighilized apartment communities or “2010/2009 &&troperties” (stabilized properties
consolidated by the Company for the six months érdme 30, 2010 and 2009) increased 40 basis [0if%.4% for the six months ended
June 30, 2010 from 97.0% for the six months ende@ B0, 2009. The regional breakdown of the Coiyigdt010/2009 Same-Property
portfolio for financial occupancy for the six mostinded June 30, 2010 and 2009 is as follows:

Six Months Ended

June 30,
2010 2009
Southern Californii 97.(% 96.2%
Northern Californie 97.¢% 97.71%
Seattle Metrc 97.€% 97.(%

The following table illustrates a breakdown of newe amounts, including revenues attributable t@2ZI09 Same-Properties.
Six Months Ended

Number of June 30, Dollar Percentage
Properties 2010 2009 Change Change
Property Revenue (dollars in thousand:
2010/2009 San-Properties
Southern Californi 58 $ 98,29¢ $ 101,78( $ (3,487) (3.9%
Northern Californie 29 56,98¢ 60,86: (3,875 (6.9
Seattle Metrc 23 29,63t 32,96 (3,327) (10.7)
Total 2010/2009 Same-Property revenues 111 184,92: 195,60! (10,689 (5.5)
2010/2009 No-Same Property Revenues 14,39¢ 10,78t 3,614 33.t
Total property revenues $ 199,32( $ 206,39( $ (7,070 (3.4%

(1) Includes two communities acquired after Jandar3009, two redevelopment communities, four dewmelent communities, and three
commercial buildings.

2010/2009 Same-Property Revendesreased by $10.7 million or 5.5% to $184.9 millior the six months ended June 30, 2010 from $195.
million for the six months ended June 30, 2009¢ Thcrease was primarily attributable to a decrizaseheduled rents of $12.9 million as
reflected in a decrease of 6.7% in average reatas from $1,389 per unit for the six months englate 30, 2009 to $1,296 per unit for the six
months ended June 30, 2010. Scheduled rents dedrewmall regions by 5.0%, 7.0%, and 11.6% in Bewt California, Northern California,
and Seattle Metro, respectively. The Company kpsreenced a decrease in scheduled rents due shalvdown in the economy coupled with
job losses during 2009. During 2009, through fke®nths ended June 30, 2010, the Company experdea decrease in gross revenu
comparison to the prior year in the Company’s m&rk®m the reduction in rents from leases entérgrduring those periods. The decrease
in scheduled rents was partially offset by an inseeof occupancy of 40 basis points or $1.3 millfoam 97.0% for the six months ended June
30, 2009 to 97.4% for the six months ended Jun@@0D). Bad debt expense and rent concessionsadect&0.4 million and $0.5 million,
respectively, and RUBS income increased $0.4 millind other income decreased $0.4 million betwegiogs. The Company expects that
total Same-Property revenues will decrease slightthe third quarter of 2010 from the same peiogd009, due to an expected decrease in
scheduled rents and/or occupancy compared to the pariod in 2009. The Company expects total @ugrSame-Property revenues for the
third quarter of 2010 will be slightly higher thére second quarter of 2010, due to an increasehiedsiled rents.
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2010/2009 Non-Same Property Revenineseased by $3.6 million or 33.5% to $14.4 millimn the six months ended June 30, 2010 from §
million for the six months ended June 30, 2009¢ Ttrease was primarily due to four developmentroonnities and two communities
acquired since April 1, 2009.

Real Estate taxes experincreased by $1.2 million or 6.9% for the six man#mded June 30, 2010 compared to the six monthesielune 30,
2009 due mainly to the lease-up of development conities including Joule Broadway, Fourth & U, Thea@d, and Belmont Station which
resulted in an increase in property taxes of $0lBom compared to the six months ended June 30920

Depreciation expensincreased by $3.9 million or 6.7% for the six manémded June 30, 2010 compared to the six montleietune 30,
2009, due to the acquisition of two communitieg, ¢dbmpletion of four development properties, amddhpitalization of approximately $19.0
million in additions to rental properties for th& mmonths ended June 30, 2010, and the capitaizati approximately $55.6 million in
additions to rental properties, including $26.7lioil spent on redevelopment and revenue generasipigal expenditures during 2009.

Impairment and other charg¢or the six months ended June 30, 2010 was $0, atedo $5.8 million for the six months ended JB@g2009
due to the write-off of an investment in a joinhtere development project.

Interest and other inconincreased by $8.8 million for the six months endede 30, 2010 primarily due to $9.0 million in gagenerated
from the sale of marketable securities comparekiltd million in gains generated from the sale ofkatable securities for the six months
ended June 30, 2009. The Company also record8ch$lion in income from an investment in mortgaggcked securities made during the
first quarter of 2010.

Equity (Loss) income in -investmentslecreased by $1.1 million for the six months englate 30, 2010 compared to the six months ended
June 30, 2009, because the Company recorded &dos®perations of $0.5 million related to the Canp's investment in Essex Skyline at
MacArthur Place which is a development communitiease-up that was acquired in the first quarte2Qdf0, and the Company recorded $0.6
million less in income from its investment in Fulhdéh the 2010 period compared to the 2009 periocharily as a result of declines in rental
revenues experienced by Fund II.

Gain on early retirement of detlatas $0 for the six months ended June 30, 2010 cardpga $6.1 million for the six months ended Jufie 3
2009, due to the gain recorded in the 2009 peetated to the repurchase of $71.3 million of exgjeatle bonds at a discount to par value.

Income from discontinued operaticfor the six months ended June 30, 2010 was $0, acedto $3.4 million for the six months ended June
30, 2009, which included a gain of $1.6 milliontbe sale of Carlton Heights Villa, the $0.9 milligain on sale of Grand, and $0.8 million
gain on the sale of Mountain View, and the opetatasults of the apartment communities Spring Laake Maple Leaf, which were sold in the
third and fourth quarters of 2009, respectively.

Excess of the carrying amount of preferred stocleesned over the cash paid to redeem preferred for the six months ended June 30, 2010
was $0, compared to $25.7 million for the six maenthded June 30, 2009 related to the repurche&®Ba? million of the Company's Series G
Cumulative Convertible Preferred Stock at a disteararrying value.

Liquidity and Capital Resources

At June 30, 2010, the Company had $8.4 millionrokstricted cash and cash equivalents and $92liomiih marketable securities, of which
$74.8 million were held available for sale. Weidet that cash flows generated by our operatioxistieg cash, cash equivalents, and
marketable securities balances, availability uredésting lines of credit, access to capital marlketds the ability to generate cash from the
disposition of real estate are sufficient to mdledbfaour reasonably anticipated cash needs d@bitp. The timing, source and amounts of «
flows provided by financing activities and usedriwesting activities are sensitive to changes iarest rates and other fluctuations in the
capital markets environment, which can affect dang for acquisitions, dispositions, development sdevelopment activities.
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The Company has two outstanding lines of credihéaggregate of $450.0 million committed as ofeJ8®, 2010. The Company has a $200.0
million unsecured line of credit and as of JuneZM,0 there was a $14.0 million balance on thisoused line at an average interest rate of
3.6%. The underlying interest rate on the $20010am line is based on a tiered rate structure tie an S&P rating on the credit facility at
LIBOR plus 3.0%. This facility matures in DecemR&10 with two one-year extensions, exercisablthbyCompany. The Company also has
a $250.0 million credit facility from Freddie Mamhich matures in December 2013. This line is sedlny eleven apartment communities. As
of June 30, 2010, the Company had $250.0 milliastanding under this line of credit at an averagerest rate of 1.4%. The underlying
interest rate on this line is between 99 and 15shoints over the Freddie Mac Reference Ratdtaahterest rate is subject to change by the
lender in November 2011. The Compayhsecured line of credit agreements contain cml#nants related to limitations on indebtednes
liabilities and maintenance of minimum levels ohsolidated earnings before depreciation, intenedtaanortization. The Company was in
compliance with the line of credit covenants adwie 30, 2010 and December 31, 2009.

The Company may from time to time sell shares ofimmn stock into the existing trading market at entmarket prices as well as through
negotiated transactions under its equity distrdouprograms with Cantor Fitzgerald & Co. (“Cantoaf)d KeyBanc Capital Markets, Inc.
(“KeyBanc”). In May 2009, the Company’s Board afé&rtors approved the sale of up to 7,500,000 shafreommon stock under the equity
distribution program. Pursuant to this approva¢, Company entered into a sales agreement witto€antMay 6, 2009, for the sale of up to
7,500,000 shares pursuant to the Cantor’s equstyillition program. During March 2010, the Companyered into a new equity distribution
agreement with Cantor and the Company also entete@n equity distribution agreement with KeyBdorcthe sale, under the two
agreements, of up to an aggregate of 5,175,00@skarich represented the shares of common stotketimain unsold under the May 2009
equity distribution program. During the three aidmonths ended June 30, 2010, pursuant to thigyedistribution programs, the Company
issued 437,200 shares and 642,200 of common sta@rkaverage price of $106.11 and $99.60 for appraely $45.7 million and $63.0
million, net of fees and commissions, respectively.

During March 2010, the Company filed a new shediseation statement with the SEC, allowing the @any to sell an undetermined number
or amount of certain equity and debt securitiededed in the prospectus.

In August 2007, the Compars/Board of Directors authorized a stock repurcipdee to allow the Company to acquire shares inggregate ¢
up to $200.0 million. In February 2009, the Compespurchased 350,000 shares of common stock faB38illion at an average price of
$57.89 per share. After the Series G Preferredk3tpurchases described below, the Company hhsrizdtion to repurchase an additional
$41.8 million under the stock repurchase plan.

In 2006, the Company sold 5,980,000 shares of 4836ries G Cumulative Convertible Preferred Sttlok (Series G Preferred Stock") for
net proceeds of $145.9 million. Holders may coh@eries G Preferred Stock into shares of the Cogipazommon stock subject to certain
conditions. During 2009, the Company repurchasetb® million in liquidation value of its SeriesR3eferred Stock at a discount to carrying
value, and the excess of the carrying value ovecé#sh paid to redeem the Series G Preferred 8itadkd $50.0 million. As of June 30,
2010, the carrying value of the Series G Prefe@tdk outstanding totaled $4.3 million. The Comypenay continue to repurchase Series G
Preferred Stock.

In May 2010, the Board of Directors approved theigbredemption for cash by the Operating Partmigrsof limited Operating Partnership
units that were held by the Company's Chairmanfandder, Mr. George M. Marcus at $106.76 per wpresenting a 2% discount from the
closing price of the Company’s common stock on Mlay2010. The Operating Partnership purchased381nits from Mr. Marcus. Under
the Operating Partnership’s partnership agreentierited partnership units are exchangeable on aforene basis into shares of the
Company’s common stock, or at the Company’s opfiengash. This transaction reduced Mr. Marcusherghip from 1,063,056 limited
partnership units in the Operating Partnershipi®, 822 units and following the transaction Mr. Madeneficially owned 1,587,041 shares or
share equivalents of the Company’s stock. Themgdien was requested by the Chairman to achievedtate planning objectives.
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As of June 30, 2010, the Company’s mortgage naigalge totaled $1.6 billion which consisted of $ilion in fixed rate debt with interest
rates varying from 3.66% to 8.29% and maturity slageging from 2010 to 2020 and $264.5 million afiable rate debt with a weighted
average interest rate of 1.7% ($213.8 million &f Wariable debt is tax-exempt variable rate denmanids). The tax-exempt variable rate
demand notes have maturity dates ranging from 202539, and $191.9 million are subject to interas caps.

The Company pays quarterly dividends from cashlalvia for distribution. Until it is distributed, sh available for distribution is invested by
the Company primarily in investment grade secugitield available for sale or is used by the Compgamgduce balances outstanding under its
line of credit.

The Company’s current financing activities haverbeepacted by the instability and tightening in dredit markets which has led to an
increase in spreads and pricing of secured anccures# debt. Our strong balance sheet, the edtebliselationships with our unsecured line of
credit bank group, the secured line of credit Witeddie Mac and access to Fannie Mae and Freddiesktaured debt financing have provided
some insulation to us from the turmoil being expecied by many other real estate companies. Thep@&@uwyrhas benefited from borrowing
from Fannie Mae and Freddie Mac, and there aressorances that these entities will lend to the Gomgn the future. The Company has
experienced more restrictive loan to value and debtice coverage ratio limits and an expansiceréait spreads. Continued turmoil in the
capital markets could negatively impact the Comfmability to make acquisitions, develop commurfiebtain new financing, and refinance
existing borrowing at attractive rates.

Derivative Activity

As of June 30, 2010 the Company had seven forwtartirey interest rate swap contracts totaling aomatl amount of $375.0 million with
interest rates ranging from 5.1% to 5.9% and sutlgs dates ranging from October 2010 to Octobgt 20’ hese derivatives qualify for hedge
accounting as they are expected to economicallgddte cash flows associated with future financhdebt between 2010 and 2011. The
Company had twelve interest rate cap contractsirigta notional amount of $191.9 million that gdilior hedge accounting as they effectiv
limit the Company’s exposure to interest rate kigkproviding a ceiling on the underlying variabhterest rate for the Company’s $213.8
million of tax exempt variable rate debt. The aggte carrying value of the forward-starting indérate swap contracts was a net liability of
$72.5 million and the aggregate carrying valuehefinterest rate cap contracts was an asset ofhdili@n. The overall fair value of the
derivatives changed by $42.0 million during thersianths ended June 30, 2010 to a net liabilityZ#.$ million as of June 30, 2010, and the
derivative liability was recorded in cash flow hed@bilities in the Company’s condensed consoéiddtnancial statements. During July

the Company settled $100 million of forward stagtswaps for $16.7 million in payments to the coypaeties which increased the effective
interest rate on two mortgage loans obtained in 2010 for $130.1 million from a fixed rate of 4.6%an effective rate of 6.0%. The changes
in the fair values of the derivatives are refledtedther comprehensive (loss) income in the Comijsacondensed consolidated financial
statements. No hedge ineffectiveness on cashtfemiges was recognized during the quarters ended3yr2010 and 2009.

Development and Predevelopment Pipe

The Company defines development activities as nepesties that are being constructed, or are neamstructed and, in the case of
development communities, are in a phase of le@sand have not yet reached stabilized operatidssof June 30, 2010, the Company had
consolidated and one unconsolidated joint ventexelbpment projects aggregating 1,214 units foestimated cost of $454.4 million, of
which $91.6 million remains to be expended.

The Company defines the predevelopment pipelineeasproperties in negotiation or in the entitlememicess with a high likelihood of
becoming development activities. As of June 3Q,2&he Company had two development communitieseggding 357 units that were
classified as predevelopment projects. The estidhtattal cost of the predevelopment pipeline aeR0y 2010 was $32.0 million. The
Company may also from time to time acquire landffiture development or sale. The Company owneadlénd parcels held for future
development or sale aggregating an estimated L2 as of June 30, 2010. The aggregate carmahge for these four land parcels was
$66.0 million as of June 30, 2010.
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The Company expects to fund the development ardepedopment pipeline by using a combination of samall of the following sources: its
working capital, amounts available on its linesiEdit, net proceeds from public and private eqaity debt issuances, and proceeds from the
disposition of properties, if any.

Redevelopmet

The Company defines redevelopment activities astiegi properties owned or recently acquired, wiiiakie been targeted for additional
investment by the Company with the expectatiomoféased financial returns through property impneeet. The Company’s redevelopment
strategy strives to improve the financial and pbgisaspects of the Company’s redevelopment apattoenmunities and to target at least an 8
to 10 percent return on the incremental renovdtigastment. Many of the Company’s properties deroand in excellent neighborhoods,
providing lower density with large floor plans thapresent attractive redevelopment opportunitiBsiring redevelopment, apartment units
may not be available for rent and, as a result, haase less than stabilized operations. As of 3010, the Company had four
redevelopment communities aggregating 1,032 apattoréts with estimated redevelopment costs of B6dillion, of which approximately
$33.9 million remains to be expended.

Alternative Capital Sources

Fund Il has eight institutional investors, and @@mpany, with combined partner equity contributioh$265.9 million that were fully
contributed as of 2008. The Company contributeglGwillion to Fund Il, which represents a 28.2%ermast as general partner and limited
partner. Fund Il utilized leverage equal to apprately 55% upon the initial acquisition of thedenlying real estate. Fund Il invested in
apartment communities in the Company’s targetedt\@east markets and, as of June 30, 2010, owneteBruapartment communities. The
Company records revenue for its asset managemepeny management, development and redevelopreerites when earned, and promote
income when realized if Fund Il exceeds certaiariitial return benchmarks.

Critical Accounting Policies and Estimates

The preparation of consolidated financial statementaccordance with U.S. generally accepted adauy principles requires the Company to
make estimates and judgments that affect the regp@rnounts of assets, liabilities, revenues andresgs and related disclosures of contingent
assets and liabilities. We define critical accoogpolicies as those accounting policies that meqoiir management to exercise their most
difficult, subjective and complex judgments. Oditical accounting policies relate principally teetfollowing key areas: (i) consolidation un
applicable accounting standards for entities thahat wholly owned; (ii) assessing the carryintpea of our real estate properties and
investments in and advances to joint ventures #ilies; (iii) internal cost capitalization; ar{d/) qualification as a REIT. The Company
bases its estimates on historical experience, cumarket conditions, and on various other assumptthat are believed to be reasonable unde
the circumstances. Actual results may differ frénose estimates made by management.

The Company'’s critical accounting policies andreates have not changed materially from informateported in Note 2, “Summary of
Critical and Significant Accounting Policies,” iha Company’s Annual Report on Form 10-K for thery@aded December 31, 2009.

Forward Looking Statements

Certain statements in this "Management's DiscusainghAnalysis of Financial Condition and Result©gpkrations,” and elsewhere in this
guarterly report on Form 10-Q which are not histarfacts may be considered forward looking statémeithin the meaning of Section 27A
of the Securities Act of 1933, as amended, and@e2fLE of the Securities and Exchange Act of 1@34amended, including statements
regarding the Company's expectations, hopes, intentbeliefs and strategies regarding the futaoeward looking statements include
statements regarding the Company’s expectatiots the total projected costs of predevelopmenteliggment and redevelopment projects,
expectations that scheduled rents will continuddorease from the same period in 2009, expecttiairthe Company may continue to
purchase Series G Preferred Stock and bonds, thgp&uy’s reduced risk of loss from mold cases, els to our ability to meet our cash
needs during 2010 and to provide for dividend payien accordance with REIT requirements, expemtatas to the sources for funding the
Company’s development and redevelopment pipeliestatements regarding the Company's financingides.
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Such forward-looking statements involve known anknown risks, uncertainties and other factors idiclg, but not limited to, that the
Company will fail to achieve its business objecsivéhat the total projected costs of current prettment, development and redevelopment
projects exceed expectations, that such developamehtedevelopment projects will not be completiedt development and redevelopment
projects and acquisitions will fail to meet expéictas, that estimates of future income from an &eguproperty may prove to be inaccurate,
that future cash flows will be inadequate to mewdrating requirements and/or will be insufficiemfprovide for dividend payments in
accordance with REIT requirements, that there neag bownturn in the markets in which the Compaproperties are located, that the terms
of any refinancing may not be as favorable as¢hms$ of existing indebtedness, and that mold lawsviil be more costly than anticipated, as
well as those risks, special considerations, ahdrdtctors referred to in Item 1A, “Risk Factors,'Part Il “Other Information” in this current
report on Form 10-Q for the quarter ended Jun€B0Q and those referred to in Item 1A, “Risk Fegfoof the Company's Annual Report on
Form 10-K for the year ended December 31, 2009 tlamsk risk factors and special consideration$osttt in the Company's other filings with
the Securities and Exchange Commission (the “SE®ith may cause the actual results, performaneelievements of the Company to be
materially different from any future results, perfance or achievements expressed or implied by fawatard-looking statements. All
forward-looking statements are made as of the ldateof, and the Company assumes no obligationdatephis information.

Funds from Operations (“FFQO”)

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

FFO is not meant to represent a comprehensiversysténancial reporting and does not present,dam@s it intend to present, a complete
picture of the Company's financial condition an@mgping performance. The Company believes thataetings computed under GAAP
remain the primary measure of performance andRR@t is only meaningful when it is used in conjuontivith net earnings. Further, the
Company believes that its consolidated financietleshents, prepared in accordance with GAAP, protridenost meaningful picture of its
financial condition and its operating performance.

In calculating FFO, the Company follows the defanitfor this measure published by the National Agstion of REITs (“NAREIT”), which is
a REIT trade association. The Company believes timaler the NAREIT FFO definition, the two mogjrsficant adjustments made to net
income are (i) the exclusion of historical costmepation and (ii) the exclusion of gains and lesBem the sale of previously depreciated
properties. The Company agrees that these two NAR#&justments are useful to investors for theofelhg reasons:

(a) historical cost accounting for real estatestssis accordance with GAAP assumes, through digti@t charges, that the value of
real estate assets diminishes predictably over. tNGREIT stated in its White Paper on Funds frone@gions “since real estate asset values
have historically risen or fallen with market catimiis, many industry investors have consideredgmiasions of operating results for real estate
companies that use historical cost accounting tm&éficient by themselves.” Consequently, NARE Tefinition of FFO reflects the fact that
real estate, as an asset class, generally apgeoeér time and depreciation charges requiredA%R>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 afjieerm ownership and management of real estate. eXclusion, in NAREIT’s definition of
FFO, of gains and losses from the sales of prelyialepreciated operating real estate assets allovestors and analysts to readily identify the
operating results of the long-term assets that filvencore of a REIT's activity and assists in conmgathose operating results between periods.

Management believes that it has consistently appie NAREIT definition of FFO to all periods presed. However, there is judgment

involved and other REITS’ calculation of FFO mayw&om the NAREIT definition for this measure, athalis their disclosure of FFO may not
be comparable to the Company’s calculation.
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June 30, 2010 and 2009
(Unaudited)

The following table sets forth the Company’s catian of FFO for the three and six months endee Bih 2010 and 2009 (in thousands
except for per share data):

Three Months Ended Six Months Ended
June 30, June 30,
2010 2009 2010 2009
Net income available to common stockholc $ 948: $ 11,418 $ 22,60¢ $ 53,68(
Adjustments
Depreciation and amortizatic 31,26 29,07: 61,74¢ 58,271
Gains not included in FFO, net of disposition cd® - (62€) - (2,85
Noncontrolling interest and -investment«(? 1,91( 2,141 4,04( 4,702
Funds from operatior $ 42,65: $ 42,000 $ 88,397 $ 113,80¢
Funds from operations per share - diluted $ 1.32 $ 142 $ 28 $ 3.92
Weighted average number shares outstanding di®® 31,759,95 29,303,69 31,602,01 29,000,12

(1) Internal disposition costs relate to a disposiincentive program established to pay incremldmbnuses totaling $0.1 million and $0.4
million for the three and six months ended June2B09, respectively, for the sale of certain of @wenpany's communities that are part of
the program

(2) Amount includes the following: (i) noncontiialy) interest related to Operating Partnership yaitsl (i) add back of depreciation expense
from unconsolidated investments and less depreciation attributabléitd-party ownership of consolidated-investments

(3) Assumes conversion of all dilutive outstanding agieg partnership interests in the Operating Pestrip.

Item 3: Quantitative and Qualitative Disclosures Alout 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 sveagzart of its cash flow hedging

strategy. Interest rate swaps designated as agthédges involve the receipt of variable-rate amis in exchange for fixed-rate payments
over the life of the agreements without exchangiefunderlying principal amount. As of June 301 @ we had entered into seven forward-
starting swap contracts to mitigate the risk ofrgfes in the interest-related cash outflows on fastad issuance of long-term debt. The
forward-starting swaps are cash flow hedges ofsérmbility in ten years of forecasted interestipawnts associated with the future financings
of debt between 2010 and 2011. The Company hadevirterest rate cap contracts totaling a noti@mabdunt of $191.9 million that qualify

for hedge accounting as they effectively limit bempany’s exposure to interest rate risk by praxgdi ceiling on the underlying variable
interest rate for the Company’s $213.8 milliona exempt variable rate debt. All derivative instents are designated as cash flow hedges,
and the Company does not have any fair value hemlge$ June 30, 2010.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2010 and 2009
(Unaudited)

The following table summarizes the notional amouatrying value, and estimated fair value of oundgive instruments used to hedge
interest rates as of June 30, 2010. The notimmalunt represents the aggregate amount of a dartgecurity that is currently hedged at one
time, but does not represent exposure to credérdst rates or market risks. The table also iredusensitivity analysis to demonstrate the
impact on our derivative instruments from an ineeear decrease in 10-year Treasury bill interassray 50 basis points, as of June 30, 2010.

Carrying and Estimated Carrying Value

Maturity Estimate
Notional Date Fair + 50 Basis - 50 Basis
(Dollars in thousands) Amount Range Value Points Points
Cash flow hedge:
Interest rate forwal-starting swap $ 375,00( 201¢-2011 $ (72,47Y (54,809 (91,659
Interest rate caf 191,94: 2011-201¢ 27¢€ 62C 114
Total cash flow hedges $ 566,94« 201(-201f % (72,196 $ (54,187 $ (91,545

Interest Rate Sensitive Liabilities

The Company is exposed to interest rate changemfly as a result of its lines of credit and Ialegm tax exempt variable rate debt. The
Company'’s interest rate risk management objectite limit the impact of interest rate changes ammgs and cash flows and to lower its
overall borrowing costs. To achieve its objectitiess Company borrows primarily at fixed rates ang miater into derivative financial
instruments such as interest rate swaps, caps@aslity locks in order to mitigate its interesénask on a related financial instrument. The
Company does not enter into derivative or interat transactions for speculative purposes.

The Company’s interest rate risk is monitored usin@riety of techniques. The table below presth@gprincipal amounts and weighted
average interest rates by year of expected maturigyaluate the expected cash flows.

For the Years Ended 2010 2011 2012 2013 2014 Thereafter Total Fair value
(In thousands

Fixed rate dek $ 132,77. 146,72! 31,06: 186,81¢ 80,08’ 801,17¢ $1,378,64( $1,441,00!
Average interest ral 8.1% 6.4% 5.4% 5.8% 5.4% 5.7% 6.C%

Variable rate dek $ 14,00( 40,93 9,77¢ 250,00( - 213,80(® $ 528,50t $ 506,00(
Average interes 4.5% 1.2% 4.1% 1.5% - 2.2% 1.2%

(1) $150 million covered by three forwastarting swaps with fixed rates ranging from 5.09@6.824%, with a settlement date on or be
January 1, 2011. During July, the Company settlE@D$nillion of forward starting swaps for $16.7 Ioih in payments to the counterparties.

(2) $125 million covered by forwarstarting swaps with fixed rates ranging from 5.658%5.8795%, with a settlement date on or b¢
February 1, 2011. $50 million covered by a forwatarting swap with a fixed rate of 5.535%, witheitlement date on or before July
2011. $50 million covered by a forwasthrting swap with a fixed rate of 5.343%., witeitlement date on or before October 1, 2011.
Company intends to refinance certain secured Idariag 2011 in conjunction with the settlementloége forward-starting swaps.

(3) $191.9 million subject to interest rate caps.

The table incorporates only those exposures that ag of June 30, 2010; it does not consider tleapesures or positions that could arise
that date. As a result, our ultimate realized gaitoss, with respect to interest rate fluctuatiansl hedging strategies, would depend ol
exposures that arise prior to settlement.

Item 4: Controls and Procedures

As of June 30, 2010, we carried out an evaluatiorder the supervision and with the participationneinagement, including our Ct
Executive Officer and Chief Financial Officer, dfet effectiveness of the design and operation ofdieglosure controls and procedures
defined in Rules 13a-15(e) and 15d-15(e) undeBgwmurities Exchange Act of 1934, as amended (thel&hge Act”)).Based upon th
evaluation, our Chief Executive Officer and Chiéfdncial Officer concluded that as of June 30, 210 disclosure controls and proced:
were effective to ensure that the information reggiito be disclosed by us in the reports that Yeedi submit under the Exchange Act
recorded, processed, summarized and reported whkeitime periods specified in the SEC's rulesfanais and that such disclosure cont
and procedures were also effective to ensure tfiatmation required to be disclosed in the reptrés we file or submit under the Excha
Act is accumulated and communicated to our managgernreluding our Chief Executive Officer and Chighancial Officer, to allow time
decisions regarding required disclosure.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2010 and 2009
(Unaudited)

There were no changes in the Company's internataoover financial reporting, that occurred duritige quarter ended June 30, 2010,
have materially affected, or reasonably likely tatemially affect, the Company's internal controéofinancial reporting.

Part Il -- Other Information
Item 1: Legal Proceedings

Recently there has been an increasing number sliiésvagainst owners and managers of apartment coities alleging personal injury and
property damage caused by the presence of mokkidantial real estate. Some of these lawsuite hesulted in substantial monetary
judgments or settlements. The Company has beehfsuenold related matters and has settled somejdiiall, of such matters. Insurar
carriers have reacted to mold related liability edgeby excluding mold related claims from standaoticies and pricing mold endorsements at
prohibitively high rates. The Company has, howgparchased pollution liability insurance, whiclelides some coverage for mold. The
Company has adopted policies for promptly addrgsaimd resolving reports of mold when it is detected to minimize any impact mold
might have on residents of the property. The Comielieves its mold policies and proactive respansaddress any known existence,
reduces its risk of loss from these cases. Themebe no assurances that the Company has iderdifigédesponded to all mold occurrences, but
the Company promptly addresses all known reportaalfl. Liabilities resulting from such mold reldtmatters are not expected to have a
material adverse effect on the Companfymancial condition, results of operations orfcisws. As of June 30, 2010, no potential ligkghk for
mold and other environmental liabilities are quieitie and an estimate of possible loss cannot &@éem

The Company carries comprehensive liability, fextended coverage and rental loss insurance for &abe Company’s

communities. Insured risks for comprehensive lightovers claims in excess of $25,000 per inctdand property insurance covers losses in
excess of a $5.0 million deductible per incidefihere are, however, certain types of extraordit@sges, such as, for example, losses for
terrorism and earthquake, for which the Companysduae have insurance. Substantially all of the Briigs are located in areas that are subject
to earthquakes.

The Company is subject to various other lawsuithé&normal course of its business operations.h &awsuits could, but are not expected to,
have a material adverse effect on the Company&nfiial condition, results of operations or castwfio

Item IA: Risk Factors

There were no material changes to the Risk Fadiectosed in Item |A of the Company’s Annual RepamtForm 10-K for the year ended
December 31, 2009 as filed with the SEC and availabwww.sec.gov

Item 6: Exhibits
A. Exhibits

12.1  Ratio of Earnings to Fixed Charg:

31.1 Certification of Keith R. Guericke, Chief Executi@fficer, pursuant to Section 302 of the Sarb-Oxley Act of 2002

31.2  Certification of Michael T. Dance, Chief Financ@fficer, pursuant to Section 302 of the Sarb-Oxley Act of 2002

32.1  Certification of Keith R. Guericke, Chief Executi@ficer, pursuant to Section 906 of the Sarb-Oxley Act of 2002

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

101 XBRL (Extensible Business Reporting Lang)adhe following materials from Essex Property skrdnc.’s Quarterl
Report on form 1@ for the period ended June 30, 2010, formattedBRL: (i) condensed consolidated balance sh
(i) condensed consolidated statements of opersti¢iii) condensed consolidated statements of stolders’ equity
noncontrolling interest, and comprehensive incofiw,condensed consolidated statements of cashsflawd (v) note
to consolidated financial statements. As provigeRule 406T of Regulation $; this information is furnished and |

filed for purposes of Sections 11 and 12 of theuides Act of 1933 and Section 18 of the Secwsiixchange Act
1934.
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SIGNATURE

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

ESSEX PROPERTY TRUST, IN(
(Registrant)

Date: August 5, 201

By: /S/BRYAN G. HUNT

Bryan G. Hun
First Vice President, Chief Accounting Offic

By: /S/ MICHAEL T. DANCE

Michael T. Dance

Executive Vice President, Chief Financial Offi
(Authorized Officer, Principal Financial Office
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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
June 30, Years ended December 3

2010 2009 2008 2007 2006 2005

Earnings:
Income before discontinued operatic $ 13,86¢ $ 45,05: $ 80,65. $ 56,737 $ 46,17: $ 65,91:

Gain on sales of real est: - (103) (4,579 - - (6,397
Interest expense 21,00 86,01¢ 85,06 85,89¢ 78,70¢ 72,69¢
Total earnings $ 34,87: $ 130,96! $ 161,13t $ 142,63 $ 124,87¢ $ 132,21°
Fixed charges:
Interest expens $ 21,00¢ $ 86,01¢ $ 85,06! $ 85,89¢ $ 78,708 % 72,69¢
Capitalized interes 2,86¢ 10,46: 10,90¢ 5,13¢ 3,91¢ 1,20C
Preferred stock dividenc 543 4,86( 9,241 9,174 5,14¢ 1,95:
Perpetual preferred unit distributions 1,57¢ 6,30( 9,90¢ 10,23¢ 10,23¢ 10,23¢
Total fixed charges and preferred

stock dividends $ 2599 $ 107,63¢ $ 115,12:  $ 110,44: $ 98,00 $ 85,987
Ratio of earnings to fixed charge:

(excluding preferred stock

dividends and preferred unit

distributions) 1.4€X 1.3€X 1.6&EX 1.57X 1.51X 1.7¢X

Ratio of earnings to combined fixec
charges and preferred stock
dividends 1.34X 1.22X 1.4(X 1.2¢X 1.27X 1.54X




EXHIBIT 31.1

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

I, Keith R. Guericke, certify that:
1. | have reviewed this quarterly report on Forn-Q of Essex Property Trust, In

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

3. Based on my knowledge, the financial statésjend other financial information included imstheport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amndtf@ periods presented in this rep

4. The registrant’s other certifying officerdahare responsible for establishing and maintgimiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act Rules
13e-15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and proceduresused such disclosure control and procedurks ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over finahmgorting, or caused such internal controls direncial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with generally accepted accounting princjj

c) Evaluated the effectiveness of the regis’s disclosure controls and proceduand presented in this report our conclusions a
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d) Disclosed in this report any change in #gistrant’s internal control over financial repogithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo# fias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; a

5. The registrar's other certifying officer and | have disclosedsddon our most recent evaluation of internal @miver financia
reporting, to the registrant’s auditors and theitae@mmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; ani

b) Any fraud, whether or not material, thatotwes management or other employees who have dis#gn role in the registrant’s
internal control over financial reportin

Date: August 5, 2010

/s/Keith R. Guerick

Keith R. Guericke

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




EXHIBIT 31.2

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

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

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

3. Based on my knowledge, the financial statésjend other financial information included imstheport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amndtf@ periods presented in this rep

4. The registrant’s other certifying officerdahare responsible for establishing and maintgimiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act Rules
13e-15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and proceduresused such disclosure control and procedurks ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Designed such internal control over finahmgorting, or caused such internal controls direncial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataece with generally accepted accounting princjj

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and pres@ntas report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d) Disclosed in this report any change in #gistrant’s internal control over financial repogithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo# fias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; a

5) The registrar's other certifying officer and | have disclosedsdxdon our most recent evaluation of internal @miver financia
reporting, to the registrant’s auditors and theitae@mmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; ani

b) Any fraud, whether or not material, thatotwes management or other employees who have dis#gn role in the registrant’s
internal control over financial reportin

Date: August 5, 2010

/s/Michael T. Danc:

Michael T. Danc

Chief Financial Officer, Executive Vice Presidi
Essex Property Trust, In




Exhibit 32.1

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

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 135@ptdr 63 of title 18, United States Code),
I, Keith R. Guericke, hereby certify, to the bektiy knowledge, that the Quarterly Report on Fo®rQ for the period ended June 30, 2010
(the “Form 10-Q") of Essex Property Trust, Inclyutomplies with the requirements of Section 13(a)5(d), as applicable, of the Securities
Exchange Act of 1934, as amended, and informatoitained in the Form 10-Q fairly presents, in aditemial respects, the financial condition
and results of operations of Essex Property Ttost,at the dates of and for the periods presented.

/s/ Keith R. Guericki

Keith R. Guericke
Chief Executive Officer and Preside
Director and Vice Chairman of the Bo¢

Essex Property Trust, In

Date: August 5, 2010




Exhibit 32.2

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

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 135@ptdr 63 of title 18, United States Code),
I, Michael T. Dance, hereby certify, to the bestf knowledge, that the Quarterly Report on ForrQLfdr the period ended June 30, 2010
(the “Form 10-Q") of Essex Property Trust, Inclyutomplies with the requirements of Section 13(a)5(d), as applicable, of the Securities
Exchange Act of 1934, as amended, and informatoitained in the Form 10-Q fairly presents, in aditemial respects, the financial condition
and results of operations of Essex Property Ttost,at the dates of and for the periods presented.

Date: August 5, 2010 /s/ Michael T. Danc
Michael T. Danc
Chief Financial Officer, Executive Vice Presid:
Essex Property Trust, In




