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PART |
Forward Looking Statements
This Form 10-K contains forward-looking statemeatthin the meaning of Section 27A of the Securithes of 1933 and Section 21E of the Securities Bxge Act of 1934. Such forward-looking
statements are described in ltem 7, ManagemergiBsion and Analysis of Financial Condition andu®s of Operations, in the section, "Forward LogkStatements." Its actual results could differ
materially from those set forth in each forwarddmy statement. Certain factors that might causé s difference are discussed in this reportuitiolg Item 1A, Risk Factors of this Form 10-K.
It em 1. Business
OVERVIEW
Essex Property Trust, Inc. ("Essex” or the "ComfJaisya Maryland corporation that operates as Bahinistered and self-managed real estate invasttnust ("REIT"). The Company owns all of its
interest in its real estate investments directlindirectly through Essex Portfolio, L.P. (the "@aiing Partnership"). The Company is the sole garpartner of the Operating Partnership and as of
December 31, 2010 owns a 93.4% general partneirsieiest. In this report, the Company also referSssex Property Trust, Inc. its Operating Pastme and the Operating Partnership's subsidiaries.
The Company has elected to be treated as a REF€deral income tax purposes, commencing with e gnded December 31, 1994 as the Company comhpletiitial public offering on June 13,
1994. In order to maintain compliance with REIX tales, the Company utilizes taxable REIT subsid&for various revenue generating or investmetitides. All taxable REIT subsidiaries are
consolidated by the Company.
The Company is engaged primarily in the ownershfgration, management, acquisition, developmenteaielelopment of predominantly apartment commemitiAs of December 31, 2010, the Company
owned or held an interest in 147 apartment comrasjiaggregating 30,072 units, located along thet\@east, as well as five commercial buildingsafioy approximately 215,840 square feet), and two
active development projects with 436 units in vasigtages of development (collectively, the "P&id.
The Company's website address is http://www.essggptytrust.com The Company's annual reports on Form 10-K, gugrteports on Form 10-Q, current reports on F8rand all amendments to
those reports, and the Proxy Statement for its AhMeeting of Stockholders are available, freetufrge, on its website as soon as practicable thige€ompany files the reports with the Securitied a
Exchange Commission ("SEC").
BUSINESS STRATEGIES
The following is a discussion of the Company's bess strategies in regards to real estate inves@memmanagement.
Business Strategies

Research Driven Approac— The Company believes that successful real estagsiment decisions and portfolio growth begin veixttensive regional economic research and local et&rowledge.

Utilizing a proprietary research model that the @amy has developed over the last two decades,dhg@ny continually assesses markets where the Gonuperates, as well as markets where the
Company considers future investment opportunities\mluating the following:

« Focus on markets in major metropolitan areas taeé megional population in excess of one million;
« Constraints on new supply driven by: (i) low avhildy of developable land sites where competingsing could be economically built; (ii) politicatanth barriers, such as protected land, urban
growth boundaries, and potential lengthy and experdevelopment permit processes; and (iii) natlimatations to development, such as mountains atevways




Table of Content

Rental demand is enhanced by affordability of reelative to costs of for-sale housing; and
Housing demand that is based on proximity to jbigh median incomes, the quality of life and refatemmuting factors, as well as potential job gfowt

Recognizing that all real estate markets are cgkltbe Company regularly evaluates the resultssatgional economic, as well as its local markesearch, and adjusts the geographic focus obitéotio
accordingly. The Company seeks to increase itddtiorallocation in markets projected to have gti®ngest local economies and to decrease suatafias in markets projected to have declining
economic conditions. Likewise, the Company alskseo increase its portfolio allocation in markibiat have attractive property valuations and wrekse such allocations in markets that have adlat
valuations and low relative yields.

Property Operation— The Company manages its communities by focusingtrategies that will generate above-average Irgndath, tenant retention/satisfaction and longrt@sset appreciation. The
Company intends to achieve this by utilizing thatstgies set forth below:

Property Managemelr— The Senior Vice President of Operations, DivisioWlanagers, Regional Portfolio Managers and Areaddars are accountable for the performance and emginte of the
communities. They supervise, provide training far or-site managers, review actual performance agairdgetymonitor market trends and prepare operatidgcapital budget:

Capital Preservation Fhe Executive Vice President of Asset Managemedtthe Capital and Maintenance department are regigerfor the planning, budgeting and completiomafjor capital
improvement projects at the Company's communi

Business Planning and Conti— Comprehensive business plans are implemented jnrction with every investment decision. Thesenplanclude benchmarks for future financial perfonece
based on collaborative discussions betwee-site managers and senior managern

Development and Redevelopm—The Company focuses on acquiring and developingragat communities in supply constrained marketd, @developing its existing communities to improve
the financial and physical aspects of the Compargrismunities

CURRENT BUSINESS ACTIVITIES

Acquisitions of Real Estate

Acquisitions are an important component of the Canys business plan, and during 2010, the Compamypleted the acquisition of twelve communities linga$584 million. The following is a summary
of its 2010 acquisitions:

1)

In March, the Company entered into a jonture that acquired Essex Skyline at MacArthuc®la new 349-unit high rise condominium projeet ik operated as an apartment community. The
property is located in Santa Ana, California and warchased for $128 million (roughly 55% of it&ial construction cost). The property consistsved adjacent 25-story towers with floor to
ceiling windows, sizeable floor plans, and each fedtures Viking appliances, hardwood and tilef and nine to eleven foot ceilin

In June, the Company acquired Eagle Rim, e-unit community located in Redmond, Washington b8 $ million.

In July, the Company acquired 101 San Fernand@g3-unit community with 9,200 square feet of retaildted in downtown San Jose, California for $64. liomil

In July, the Company acquired The Commons, ¢unit community located in Campbell, California #42.5 million and expects to renovate parts ofpttegerty.

In September, the Company acquired Belltayid, a 231-unit community located in San Josdif@aia for $54.0 million. Each unit features gite countertops, maple cabinetry, a full-sized
washer and dryer, and nine foot ceilin

In September, the Company acquired Musé&2auhit community under development located inNfeeth Hollywood Arts District of Los Angeles, Cadifnia for $39.1 million. Unit amenities at the
property include stainless steel appliances, asfaééd washer and dryer and walk-in closets. Tmengonity also features a rooftop pool and spa abaseh fitness center and 8,200 square feet of
grounc-floor retail space
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7) In October, the Company purchased SanteetGoi65-unit adaptive re-use community with 36,8Quare feet of retail space located in downtows Angeles, California for $31.1 million. Each
unit was renovated in 2004 to include polished cetecfloors, 1-foot ceilings, granite countertops and maple cabm

8) In October, the Company acquired Courtydfdiain, a 110-unit community with 7,500 squaretfeéretail located in Bellevue, Washington for $Banillion. The property features spacious units
which include a deck and fireplace, and a fithesger and recreation rooi

9) In October, the Company acquired Allegraga 97-unit condominium development located in\tadley Village district of Los Angeles, Californfar $29.9 million that will be operated as an
apartment community. The majority of the consinrcbf the community was complete upon acquistiod iaitial occupancy occurred in December 2010chEanit features upgraded finishes, a
fireplace as well as a private patio or balcc

10) In November, the Company acquired Corbella at Jadry, a 169-unit community located in Kirklanda®tington and bordered by the Juanita Beach P&t Washington for $23.4
million. The property was built in 1978, and thate were renovated in 2006 to include new cabjregipliances, lighting, a fi-sized washer and dryer, and a deck or p

11) In December, the Company acquired Anavia, a neww@b0condominium property that is operated as artapent community located in Anaheim, CalifornEach unit features granite countertc
cherry wood cabinetry, ni-foot ceilings, a wal-in closet and a full size washer and dn

12) In December, the Company acquired 416 on Broadwagw 115-unit condominium property that is opetate an apartment community with 8,000 squarediesgtail located in Glendale,
California for $43.0 million. Each unit featuresagite countertops, stainless steel appliances, anil ten foot ceilings and a washer and d

Dispositions of Real Estate

As part of its strategic plan to own quality resfege in supply-constrained markets, the Compangiragally evaluates all the communities and séltsse which no longer meet its strategic critefiae
Company may use the capital generated from thesiispns to invest in higher-return communitietrer real estate investments, repurchase the Goyispegommon stock, or repay debts. The Company
believes that the sale of these communities williave a material impact on its future resultspérations or cash flows nor will their sale matéyiaffect its ongoing operations. Generally, thentpany
seeks to have any impact of earnings dilution tespfrom these dispositions offset by the posifimpact of its acquisitions, development and retigpraent activities.

In 2010, the Company sold no apartment communities.

Marketable Securities

In February and October 2010, the Company purchasexsts in mortgages secured by apartmentsl®o$nd $23.0 million, respectively, which arereated to yield an 11.0% and 10.4% return,
respectively, over the expected 10-year duraticth@foan portfolios.

During the year ended December 31, 2010, the Coynpaid $99.6 million of marketable securities fogain of $12.4 million.
Development Pipeline

The Company defines development activities as rawneunities that are in various stages of activeeimment, or the community is in lease-up and pha$éhe project are not completed. As of
December 31, 2010, the Company had two developprejects comprised of 436 units for an estimatest 06$170.9 million, of which $53.6 million remaito be expended.
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The following table sets forth information regamlithe Company's consolidated development pipeline:

As of 12/31/10 ($ in millions'

Development Pipeline Location Units Incurred Project Cost Estimated Remaining Cos Estimated Project Costd) Projected Stabilizatior
Development Projec
Muse North Hollywood, CA 152 $ 40.C $ 5& $ 45.¢ Ser-11
Via Sunnyvale, CA 284 77.3 47.¢ 125.1 Sep-12
43€ 117.2 53.€ 170.¢
Predevelopment projec various 1,12¢ 82.C - 82.C -
Land held for future development or
sale various 251 18.2 - 18.2 -
Development Pipeline 1,81: $ 217t $ 53.€ $ 2711

(1) Includes incurred costs and estimated costs to Emhese development projec

The Company defines the predevelopment pipeling@sosed communities in negotiation or in the &rtient process with a high likelihood of becomimgjiteed development projects. As of Decembel
2010, the Company had three development projecieggting 1,126 units that were classified as preld@ment projects. The estimated total cost efiffedevelopment pipeline at December 31, 201(
$82.0 million. The Company may also acquire leorduture development purposes or sale. The Gowhad incurred $18.2 million in costs relatetatod held for future development or sale aggreg;
251 units as of December 31, 2010.

Redevelopment Pipeline

The Company defines redevelopment communities issirex properties owned or recently acquired, whielke been targeted for additional investment byGhmpany with the expectation of increased
financial returns through property improvement.ribg redevelopment, apartment units may not belaiai for rent and, as a result, may have less $kerilized operations. As of December 31, 2016, t
Company had ownership interests in four redevelopiroemmunities aggregating 1,032 apartment units estimated redevelopment costs of $64.2 millasrwhich approximately $31.8 million remains
be expended.

Mortgage Debt Transactions

During 2010, the Company paid-off mortgage loanalilog $242.2 million with an average interest rat&.3%, and obtained fixed rate secured mortdages totaling $440.6 million for an average instre
rate of 4.9%. In conjunction with obtaining thesnmortgage loans the Company settled $355.0 milibforward-starting swap contracts which increatbedaverage effective interest rate of the new
mortgage loans to 6.4%.

Lines of Credit

In the fourth quarter, the Company amended theoldng capacity of the $200 million unsecured lifedit facility to $275 million with an accordiasption to $350 million and adjusted the interesgéer
from LIBOR + 3.0% to LIBOR + 2.4%. This facility atures in December 2011 with two one-year extessiexercisable by the Company.

Equity and Noncontrolling Interest Transactions

During 2010, the Company issued 2.4 million shafesommon stock at an average share price of $20@:13$251.4 million, net of fees and commissiofifie Company used the net proceeds fror
stock offerings to pay down debt, fund redevelopinaenl development pipelines, fund acquisitions, fandjeneral corporate purposes.
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ESSEX APARTMENT VALUE FUND II

Essex Apartment Value Fund II, L.P. ("Fund II")gis investment fund formed by the Company to addevétirough rental growth and asset appreciatidiizing the Company's development,
redevelopment, and property and asset managemgstittes.

Fund Il has eight institutional investors, and @@mpany, with combined partner equity contribution$265.9 million. The Company contributed $7&illion to Fund II, which represents a 28.2% ing
as general partner and limited partner, and the@mmy uses the equity method of accounting fomigestment in Fund Il. Fund Il utilized leverageialto approximately 55% upon the initial acquésitiof
the underlying real estate. Fund Il invested iarapent communities in the Company's targeted W@esast markets and, as of December 31, 2010, ovmatbEn apartment communities. The Company
records revenue for its asset management, propamyagement, development and redevelopment sewles earned, and promote income when realizednifiFuexceeds certain financial return
benchmarks.

OFFICES AND EMPLOYEES

The Company is headquartered in Palo Alto, Califgrand has regional offices in Woodland Hills, i@eahia; Irvine, California; San Diego, Californénd Bellevue, Washington. As of December 31, 2
the Company had 1,039 employees.

INSURANCE

The Company carries comprehensive liability, fertended coverage and rental loss insurance for &ahe communities. Insured risks for comprehenBabilities covers claims in excess of $25,Q@0
incident, and property casualty insurance covessds in excess of a $5.0 million deductible peidart. There are, however, certain types of extliaary losses, such as, for example, losses fromrism
and earthquakes, for which the Company does nat Imsurance. Substantially all of the communiéieslocated in areas that are subject to earthguake

The Company believes it has a proactive approadh ftential earthquake losses. The Companigzesilthird-party seismic consultants for its acitioiss and may perform seismic upgrades to those
acquisitions that are determined to have a highegllof potential loss from an earthquake. The gamy utilizes third-party loss models to help ttetdmine its exposure. The majority of the commiesit
are lower density garden-style apartments which bealess susceptible to material earthquake damaige.Company will continue to monitor third-paggrthquake insurance pricing and conditions and
may consider obtaining third-party coverage iféechs it cost effective

Although the Company may carry insurance for pagfdsses associated with its communities, empmeyeesidents, and compliance with applicable l@wsay still incur losses due to uninsured risks,
deductibles, co-payments or losses in excess dicapfe insurance coverage and those losses mayaberial.

COMPETITION
There are numerous housing alternatives that campigh the Company's communities in attractingdests. These include other apartment commundies single-family homes. The communities also
compete for residents with new and existing conadumis. If the demand for the Company's communitieéseduced or if competitors develop and/or acgaompeting housing on a more cost-effective
basis, rental rates and occupancy may drop whighhrage a material adverse affect on the Compamasdial condition and results of operations.

The Company faces competition from other real estatestment trusts, businesses and other eritittbe acquisition, development and operation @frapent communities. Some competitors are larger
and have greater financial resources than the Coynpahis competition may result in increased co$@partment communities the Company acquiresoamigvelops.
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WORKING CAPITAL

The Company believes that cash flows generatetshyperations, existing cash and marketable sézsubalances, availability under existing linesiadit, access to capital markets and the abdity t
generate cash from the disposition of real est&asuafficient to meet all of its reasonably antitgd cash needs during 2011. The timing, sourdeamounts of cash flows provided by financing ati&s
and used in investing activities are sensitivetangies in interest rates and other fluctuatiorisércapital markets environment, which can affescpians for acquisitions, dispositions, developnaem
redevelopment activities.

ENVIRONMENTAL CONSIDERATIONS

See the discussion under the captioh& Company's Portfolio may have unknown envirotahéabilities " in Item 1A, Risk Factors, for information concemg the potential effect of environmental
regulations on its operations.

OTHER MATTERS
Certain Policies of the Company

The Company intends to continue to operate in angratihat will not subject it to regulation undee tinvestment Company Act of 1940. The Company haisd past five years and may in the future (iyé
securities senior to its common stock, (ii) funduaisition activities with borrowings under its liné credit and (iii) offer shares of common stockiér units of limited partnership interest in (Bperating
Partnership or affiliated partnerships as partiaisideration for property acquisitions. The Compfoyn time to time acquires partnership interestpartnerships and joint ventures, either direotly
indirectly through subsidiaries of the Company, wisach entities' underlying assets are real estate.

The Company invests primarily in apartment commasithat are located in predominantly coastal ntarkéthin Southern California, the San Franciscy Beea, and the Seattle metropolitan area. The
Company currently intends to continue to invesipartment communities in such regions. Howevesdtpractices may be reviewed and modified perdigiby management.

Ite m 1A. Risk Factors

The Company's business, operating results, caeals fmd financial condition are subject to variasks and uncertainties, including, without limitatj those set forth below, any one of which coualdse
the Company's actual results to vary materiallyfirecent results or from the Company's anticip&dédte results.

The Company depends on its key personnd@lhe Company's success depends on its ability tacatind retain executive officers, senior officansl company managers. There is substantial cotopefior
qualified personnel in the real estate industry wedoss of any of the Company's key personndbdoave an adverse effect on the Company.

Capital and credit market conditions may affect t@®»mpany's access to sources of capital and/orabst of capital, which could negatively affect t@®mpany's business, results of operations, cash
flows and financial condition. In recent years,the Company's financing activities have been imgzhbly the instability and tightening in the credirkets which has led to an increase in spreads and
pricing of secured debt, unsecured debt, and bifiesedit. The Company's strong balance sheetébe capacity available on the unsecured ling@ditwith a bank group and the secured line oflitre

with Freddie Mac, and access to Fannie Mae anddigedac secured debt financing have provided sorselation to the Company from the turmoil experaghby many other real estate companies. The
Company has benefited from borrowing from FannieMad Freddie Mac, and there are no assurancethésat entities will lend to the Company in theifat Continued turmoil in the capital markets and
further job losses could negatively impact the Canys ability to make acquisitions, develop comrtiesj obtain new financing, and refinance existwgrowing at competitive rates.
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Debt financing has inherent risks. At December 31, 2010, the Company had approxim&2I26 billion of indebtedness (including $695.2liom of variable rate indebtedness, of which $9rillion is
subject to interest rate protection agreementfle Gompany is subject to the risks normally assediwith debt financing, including the following:

« cash flow may not be sufficient to meet requiregrpants of principal and interest;

« inability to refinance maturing indebtedness onuenicered apartment communities;

« inability to comply with debt covenants could caaseacceleration of the maturity date; and
« repaying debt before the scheduled maturity datédo®sult in prepayment penalties.

The Company may not be able to refinance such ragetgndebtedness or lines of credit. The comnesgibject to these mortgages could be foreclgsen ar otherwise transferred to the lender. This
could cause the Company to lose income and asket. vithe Company may be required to refinancel#i# at higher interest rates or on terms that noaye as favorable as the terms of existing
indebtedness.

Debt financing of communities may result in insuffient cash flow to service det Where appropriate, the Company intends to coattowse leverage to increase the rate of retuth@Company's
investments and to provide for additional investtaghat the Company could not otherwise make. &feea risk that the cash flow from the communitiésbe insufficient to meet both debt payment
obligations and the distribution requirements @ thal estate investment trust provisions of theriral Revenue Code. The Company may obtain additdebt financing in the future through mortgage
some or all of the communities. These mortgageslmeaecourse, non-recourse, or cross-collaterilize

As of December 31, 2010, the Company had 81 df3g&sconsolidated communities encumbered by debth€81 communities, 63 are secured by deedssf telating solely to those communities. With
respect to the remaining 18 communities, theran®ss-collateralized mortgages secured by 1I7asammunities, respectively. The holders of thigebtedness will have rights with respect to these
communities and lenders may seek foreclosure ohmanities which would reduce the Company's inconteraet asset value.

Rising interest rates may affect the Company's sost capital and financing activities and results operation. Interest rates could increase rapidly, which caakllt in higher interest expense on the
Company's variable rate indebtedness. Prolongecest rate increases could negatively impact trag@any's ability to make acquisitions and develpgrement communities with positive economic
returns on investment and the Company's abilingefimance existing borrowings.

Interest rate hedging arrangements may result irsées. Periodically, the Company has entered into agreésmerreduce the risks associated with increasggénest rates, and may continue to do

so. Although these agreements may partially ptatgainst rising interest rates, they also maycedhe benefits to the Company if interest ratedimie If a hedging arrangement is not indexethesam:
rate as the indebtedness that is hedged, the Conmpay be exposed to losses to the extent thattieegoverning the indebtedness and the rate gaxgethe hedging arrangement change independently of
each other. Finally, nonperformance by the otleetypto the hedging arrangement may subject thegaomto increased credit risks. In order to migientounterparty credit risk, the Company's polgcio
enter into hedging arrangements only with A-raiedricial institutions.

Bond compliance requirements may limit income frarertain communities. At December 31, 2010, the Company had approxim&218.3 million of variable rate tax-exempt finamgirelating to the
following apartment communities: Inglenook Courtakidering Creek, Boulevard, Huntington Breakers, &éto Oaks, Fountain Park, Anchor Village, Hiddéalley and Belmont Station. This tax-
exempt financing subjects these communities taredeed restrictions and restrictive covenantse Tompany expects to engage in tax-exempt fingadmthe future. The Internal Revenue Code and
rules and regulations thereunder impose variousegsns, conditions and requirements excludingriest on qualified bond obligations from grosime for federal income tax purposes. The Internal
Revenue Code also requires that at least 20% ofrapat units be made available to residents witsgincomes that do not exceed a specified pegengenerally 50%, of the median income for the
applicable family size as determined by the Housind Urban Development Department of the federaégoment. In addition to federal requirementstaierstate and local authorities may impose
additional rental restrictions. These restrictiamsy limit income from the tagxempt financed communities if the Company is negflto lower rental rates to attract residents sditésfy the median incon
test. If the Company does not reserve the requivedber of apartment homes for residents satisfege income requirements, the tax-exempt stédtiedonds may be terminated, the obligations unde
the bond documents may be accelerated and the Gympay be subject to additional contractual liapili
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General real estate investment risks may adversdfgct property income and valuesReal estate investments are subject to a varietigkd. The yields available from equity investrsein real estate
depend on the amount of income generated and eapém=urred. If the communities do not generatficéent income to meet operating expenses, incigdiebt service and capital expenditures, cash flow
and the ability to make distributions to stockhotdeill be adversely affected. Income from the caunities may be further adversely affected by, agnather things, the following factors:

« the general economic climate;

« local economic conditions in which the communities located, such as oversupply of housing or actésh in demand for rental housing;
« the attractiveness of the communities to tenants;

« competition from other available housing; and

« the Company's ability to provide for adequate nemiahce and insurance.

As leases at the communities expire, tenants miy @ro new leases on terms that are less favetalthe Company. Income and real estate valuesw@y be adversely affected by such factors as
applicable laws (e.g., the Americans with DisaieititAct of 1990 and tax laws). Real estate investsare relatively illiquid and, therefore, then@fzany's ability to vary its portfolio promptly iesponse
to changes in economic or other conditions mayi dimited.

National and regional economic environments can ragiyely impact the Company's operating resultDuring recent years, a confluence of factors haslted in job losses, turmoil and volatility in the
capital markets, and caused a national and glelaksion. The Company's forecast for the natiec@homy assumes the return of growth, with estichgtess domestic product growth of the national
economy and the economies of the western statethelevent of another recession, the Company éoald continued reduction in rental rates, occugdevels, property valuations and increases in
operating costs such as advertising and turnovegreses.

Inflation/Deflation may affect rental rates and opating expenses Substantial inflationary or deflationary pressuresld have a negative effect on rental rates aopgsty operating expenses.

Acquisitions of communities may fail to meet expations. The Company intends to continue to acquire apemt communities. However, there are risks thgtisitions will fail to meet the Company's
expectations. The Company's estimates of futuene, expenses and the costs of improvements evetgpment that is necessary to allow the Compamyarket an acquired apartment community as
originally intended may prove to be inaccurate e ompany expects to finance future acquisitiansyhole or in part, under various forms of secusednsecured financing or through the issuance of
partnership units by the Operating Partnershiglated partnerships or additional equity by the fany. The use of equity financing, rather thantdiel future developments or acquisitions coulditei
the interest of the Company's existing stockholdérghe Company finances new acquisitions undestiag lines of credit, there is a risk that, .ls8¢he Company obtains substitute financing, the@my
may not be able to secure further lines of creafitew development or such lines of credit may dteawailable on advantageous terms.
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Development and redevelopment activities may baytsd, not completed, and/or not achieve expectedilts. The Company pursues development and redeveluponeiects and these projects genel
require various governmental and other approvatichvhave no assurance of being received. The @oypdevelopment and redevelopment activities rgdigentail certain risks, including the followir

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

« construction costs of a project may exceed origiséimates possibly making the project economiaaiffeasible;
« projects may be delayed due to, without limitatiadyerse weather conditions;

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

« expenses at completed development projects majghertthan anticipated.

These risks may reduce the funds available foribligion to the Company's stockholders. Furthee,development and redevelopment of communitiats@s subject to the general risks associated wih r
estate investments. For further information regagdhese risks, please see the risk fact®efieral real estate investment risks may adveefédyt property income and valugs

The geographic concentration of the Company's conmities and fluctuations in local markets may advetg impact the Company's financial condition and efating results. The Company generated
significant amounts of rental revenues for the ysated December 31, 2010, from the Company's contiesinoncentrated in Southern California (Los ArgeOrange, Santa Barbara, San Diego, and
Ventura counties), Northern California (the Sanmnersco Bay Area), and the Seattle metropolitan.dfeathe year ended December 31, 2010, 81% oftmepany's rental revenues were generated from
communities located in California. This geograptoacentration could present risks if local propenarket performance falls below expectations. @@nomic condition of these markets could affect
occupancy, property revenues, and expenses, freroaitmmunities and their underlying asset valudse financial results of major local employers atsay impact the cash flow and value of certain ef th
communities. This could have a negative impadghenCompany's financial condition and operatingiitsswhich could affect the Company's ability fyexpected dividends to its stockholders.

Competition in the apartment community market magheersely affect operations and the rental demandtfee Company's communities.There are numerous housing alternatives that etenpith the
Company's communities in attracting residents. s€hieclude other apartment communities and sirayieity homes that are available for rent in the reghn which the communities are located. If the
demand for the Company's communities is reducefdcompetitors develop and/or acquire competingapent communities on a more cadtective basis, rental rates may drop, which mayeha materi
adverse affect on the Company's financial condisiod results of operations. The Company also fesegpetition from other real estate investmenttgususinesses and other entities in the acquisitio
development and operation of apartment communifiéss competition may result in an increase in€asd prices of apartment communities that the oy acquires and/or develops.

The price per share of the Company's stock may fuate significantly. The market price per share of the Company's camstuck may fluctuate significantly in responsenany factors, including;
without limitation:

« regional, national and global economic conditions;

« actual or anticipated variations in the Companyarterly operating results or dividends;

« changes in the Company's funds from operationsuaniregs estimates;

« issuances of common stock, preferred stock or atibledebt securities;

« publication of research reports about the Comparthereal estate industry;

« the general reputation of real estate investmestgrand the attractiveness of their equity seearib comparison to other equity securities (idglg securities issued by other real estate based
companies;

. genepral sto)ck and bond market conditions, includimanges in interest rates on fixed income seesrithat may lead prospective purchasers of thep@oy's stock to demand a higher annual yield
from dividends

« availability to credit markets and cost of credit;

« achange in analyst ratings or the Company's cratiitgs; and

« terrorist activity may adversely affect the markietsvhich the Company's securities trade, possiityeasing market volatility and causing erosiota$iness and consumer confidence and
spendin

. Nr;tural gisasters such as earthquakes
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Many of the factors listed above are beyond the @amy's control. These factors may cause the marla of shares of the Company's common stoclettine, regardless of the Company's financial
condition, results of operations, or business peotp

The Company's future issuances of common stock,fered stock or convertible debt securities couldvarsely affect the market price of the Companysromon stock In order to finance the
Company's acquisition and development activities,Gompany has issued and sold common stock, prdfstock and convertible debt securities. Fonmalea, during 2010 and 2009, the Company issued
and sold 2.4 million and 2.7 million shares of coomstock for $251.4 million and $198.5 million, métfees and commissions, respectively. The Compaay in the future sell further shares of common
stock, including pursuant to its equity distributiprograms with Cantor Fitzgerald & Co., KeyBan@ital Markets Inc., Barclays Capital Inc., BMO CapiMarkets Corp., Liquidnet, Inc., and Mitsubishi
UFJ Securities (USA), Inc.

In 2010, the Company filed a new shelf registrastatement with the SEC, allowing the Company tbaseundetermined number of equity and debt séesras defined in the prospectus. Future sales of
common stock, preferred stock or convertible debusties may dilute stockholder ownership in tlepany and could adversely affect the market pfdbe common stock.

The Company's Chairman is involved in other realtate activities and investments, which may leademflicts of interest. The Company's Chairman, George M. Marcus is n@maployee of the
Company, and is involved in other real estate #ig#s/and investments, which may lead to conflaftmterest. Mr. Marcus owns interests in variotiseo real estate-related businesses and investmilets
is the Chairman of The Marcus & Millichap CompahyNIMC"), which is a holding company for certain tesstate brokerage and services companies. TMMGhanterest in Pacific Property Company,
a company that invests in apartment communities.

Mr. Marcus has agreed not to divulge any informmatitat may be received by him in his capacity aai@an of the Company to any of his affiliated camies and that he will abstain his vote on any and
all resolutions by the Company Board of Direct@garding any proposed acquisition and/or developmiean apartment community where it appears theret may be a conflict of interest with any of his
affiliated companies. Notwithstanding this agreem®lr. Marcus and his affiliated entities may putelly compete with the Company in acquiring amaleveloping apartment communities, which
competition may be detrimental to the Companyaddition, due to such potential competition forl estate investments, Mr. Marcus and his affiliad@tities may have a conflict of interest with the
Company, which may be detrimental to the interefthe Company's stockholders.

The influence of executive officers, directors as@jnificant stockholders may be detrimental to held of common stock As of December 31, 2010, George M. Marcus, thaigan of the Company's
Board of Directors, wholly or partially owned 1.6llion shares of common stock (including sharesadse upon exchange of limited partnership intsrasthe Operating Partnership and certain other
partnerships and assuming exercise of all vestédr). This represents approximately 4.7% of thestanding shares of the Company's common stockMdrcus currently does not have majority control
over the Company. However, he currently has, éedlyl will continue to have, significant influenegth respect to the election of directors and apgltor disapproval of significant corporate

actions. Consequently, his influence could reisuttecisions that do not reflect the interestslioth®@ Company's stockholders.

Under the partnership agreement of the Operatimgn@&aship, the consent of the holders of limitedmership interests is generally required for ameadment of the agreement and for certain extraargi

actions. Through their ownership of limited parshep interests and their positions with the Conypdine Company's directors and executive officexduding Mr. Marcus, have substantial influencetioe
Company. Consequently, their influence could rteisullecisions that do not reflect the interestalb§tockholders.
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The voting rights of preferred stock may allow held of preferred stock to impede actions that othime benefit holders of common stockEssex currently has outstanding shares of 7.812&%<SF
Cumulative Redeemable Preferred Stock ("SeriesefeRed Stock"). Also, under certain circumstandes,Operating Partnership's Series B PreferretsWas defined in the second amended and restated
partnership agreement for the Operating Partnexsingpconvertible into shares of Series B Prefegtdk of Essex. In general, the holders of then@any's outstanding shares of preferred stock ¢lo no
have any voting rights. However, if full distribatis are not made on any outstanding preferred $todix quarterly distributions periods, the hakslef preferred stock who have not received distidns,
voting together as a single class, will have thatrio elect two additional directors to serve lom €ompany's Board of Directors.

These voting rights continue until all distributioim arrears and distributions for the current teréyr period on the preferred stock have been jpefdll. At that time, the holders of the preferrstck are
divested of these voting rights, and the term &fideoof the directors so elected immediately terates. While any shares of the Company's prefetmk are outstanding, the Company may not, without
the consent of the holders of two-thirds of thestariding shares of each series of preferred stz voting separately as a single class:

« authorize or create any class or series of stoakréinks senior to such preferred stock with ressfoethe payment of dividends, rights upon liquidat dissolution or winding-up of the Company's
business

« amend, alter or repeal the provisions of the ComaBharter or Bylaws, including by merger or cdiution, that would materially and adversely affde rights of such series of preferred stock;
or

« inthe case of the preferred stock into which tfefgrred units are exchangeable, merge or consgelidigh another entity or transfer substantiallyodlits assets to another entity, except if such
preferred stock remains outstanding with the sumgientity and has the same terms and in certhieraircumstance

These voting rights of the preferred stock mayvelimlders of preferred stock to impede or vetoaatithat would otherwise benefit the holders of@oeenpany's common stock.

The redemption rights of the Series B preferred tmand Series F preferred stock may be detrimemaholders of the Company's common stocklpon the occurrence of one of the following evetits,
terms of the Operating Partnership's Series B BeafdJnits require it to redeem all of such unitsl ¢he terms of the Company's Series F Preferreck$trovide the holders of the majority of the
outstanding Series F Preferred Stock the righetpiire the Company to redeem all of such stock:

« the Company completes a "going private" transadiwthits common stock is no longer registered uttieSecurities Exchange Act of 1934, as amended;
« the Company completes a consolidation or mergseler of substantially all of its assets and theising entity's debt securities do not possessaastment grade rating;
« the Company fails to qualify as a REIT.

The aggregate redemption price of the Series BeRef Units would be $80 million and the aggregatemption price of the Series F Preferred Stocllevbe $25 million, plus, in each case, any
accumulated distributions.

These redemption rights may discourage or impetesactions that might otherwise be in the intesébblders of common stock. Further, these red@mptghts might trigger situations where the
Company needs to conserve its cash reserves, ghwelient such redemption might adversely affecCbmpany and its common holders.

The Maryland business combination law may not all@ertain transactions between the Company and fiifiliates to proceed without compliance with sucav. Under Maryland law, "business
combinations" between a Maryland corporation anchterested stockholder or an affiliate of an iated stockholder are prohibited for five yeareratte most recent date on which the interested
stockholder becomes an interested stockholdersérhesiness combinations include a merger, corsdmig share exchange, or, in circumstances spddifi the statute, an asset transfer or issuance or
reclassification of equity securities. An inteegbstockholder is defined as any person (and ceaféiliates of such person) who beneficially owtes percent or more of the voting power of the then
outstanding voting stock. The law also requiresigermajority stockholder vote for such transactidrhis means that the transaction must be approyed least:

« 80% of the votes entitled to be cast by holdemsutétanding voting shares; and
« Two-thirds of the votes entitled to be cast by leatdof outstanding voting shares other than sheetesby the interested stockholder with whom theitess combination is to be effected.
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The statute permits various exemptions from itsvisions, including business combinations that aemgted by the board of directors prior to the tiimegt the interested stockholder becomes an irtegtes
stockholder. These voting provisions do not aifliye stockholders receive a minimum price, asméef under Maryland law. As permitted by the d&tthe Board of Directors of the Company
irrevocably has elected to exempt any business ow@tibn by the Company, George M. Marcus, who écdhairman of the Company, and TMMC or any entityed or controlled by Mr. Marcus and
TMMC. Consequently, the five-year prohibition angbermajority vote requirement described above matl apply to any business combination between tragany, Mr. Marcus, or TMMC. As a result,
the Company may in the future enter into businesshinations with Mr. Marcus and TMMC, without corigpice with the supermajority vote requirements athetr provisions of the Maryland General
Corporation Law.

Anti-takeover provisions contained in the Operating Baership agreement, charter, bylaws, and certairopisions of Maryland law could delay, defer or pet a change in control While the
Company is the sole general partner of the Opegr&artnership, and generally has full and exclusdéponsibility and discretion in the management@mtrol of the Operating Partnership, certain
provisions of the Operating Partnership agreemkatiegimitations on the Company's ability to acthwiespect to the Operating Partnership. Suchdiions could delay, defer or prevent a transaatioa
change in control that might involve a premium erior the Company's stock or otherwise be in thst im¢erest of the stockholders or that could otlige adversely affect the interest of the Company's
stockholders. The partnership agreement provitsifithe limited partners own at least 5% of tluéstanding units of partnership interest in theKagng Partnership, the Company cannot, withast fi
obtaining the consent of a majority-in-interesthw limited partners in the Operating Partnerstignsfer all or any portion of the Company's gehgaatner interest in the Operating Partnershigrtother
entity. Such limitations on the Company's abitiyact may result in the Company's being precludsu taking action that the Board of Directors beés is in the best interests of the Company's
stockholders. As of December 31, 2010, the limgtatiners held or controlled approximately 6.6%hef outstanding units of partnership interest em@perating Partnership, allowing such actionseto b
blocked by the limited partners.

The Company's Charter authorizes the issuancediti@thl shares of common stock or preferred studk the setting of the preferences, rights andra@énens of such preferred stock without the appiro¥
the holders of the common stock. The Company nstabéish one or more series of preferred stockdbald delay, defer or prevent a transaction dnange in control. Such a transaction might invalve
premium price for the Company's stock or otheniisén the best interests of the holders of comntocks Also, such a class of preferred stock cdwalde dividend, voting or other rights that could
adversely affect the interest of holders of comrsimtk.

The Company's Charter contains other provisiontsrttay delay, defer or prevent a transaction orangh in control that might be in the best inteadshe Company's stockholders. The Charter costain
ownership provisions limiting the transferabilitgdaownership of shares of capital stock, which maye the effect of delaying, deferring or prevem@ntransaction or a change in control. For exampl
subject to receiving an exemption from the Boar®béctors, potential acquirers may not purchaseentivan 6% in value of the stock (other than giealipension trusts which can acquire 9.9%). Thig ma
discourage tender offers that may be attractivbecholders of common stock and limit the oppottufor stockholders to receive a premium for thekiares of common stock.
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The Maryland General Corporations Law restrictswbigng rights of shares deemed to be "controlehar Under the Maryland General Corporations Laantrol shares" are those which, when
aggregated with any other shares held by the aaqantitle the acquirer to exercise voting powéhin specified ranges. Although the Bylaws exetiigt Company from the control share provisionshef t
Maryland General Corporations Law, the Board ofbBiors may amend or eliminate the provisions oBhlaws at any time in the future. Moreover, angtsamendment or elimination of such provisiot
the Bylaws may result in the application of thettohshare provisions of the Maryland General Coagions Law not only to control shares which mayabguired in the future, but also to control shares
previously acquired. If the provisions of the Bytaare amended or eliminated, the control shareigioms of the Maryland General Corporations Lawldalelay, defer or prevent a transaction or chan
control that might involve a premium price for tteck or otherwise be in the best interests ofdbmpany's stockholders.

The Company's Charter and bylaws also contain @ifeisions that may impede various actions byldtotders without approval of the Company's boarditgctors, which in turn may delay, defer or
prevent a transaction, including a change in conffdiose provisions include:

« the Company's directors have terms of office of¢hyears and the board of directors is dividedtimtee classes with staggered terms; as a ressstthan a majority of directors are up for re-
election to the board in any one ye

« directors may be removed, without cause, only upbmo-thirds vote of stockholders, and with causdy upon a majority vote of stockholders;

« the Company's board can fix the number of direcaois fill vacant directorships upon the vote of @anity of the directors;

« stockholders must give advance notice to nominaéztbrs or propose business for considerationstdekholders' meeting; and

. for stockholders to call a special meeting, thetinganust be requested by not less than a majofigfl the votes entitled to be cast at the meeting

The Company's joint ventures and joint ownership @dmmunities and partial interests in corporatiorsd limited partnerships could limit the Companyeédility to control such communities and parti
interests. Instead of purchasing apartment communities diyetiie Company has invested and may continue ®sinw joint ventures. Joint venture partnersroftave shared control over the operation
of the joint venture assets. Therefore, it is fdeghat a joint venture partner in an investmaight become bankrupt, or have economic or busiimseests or goals that are inconsistent with the
Company's business interests or goals, or be osi#ign to take action contrary to the Companysdrirctions or requests, or its policies or objexgiv Consequently, a joint venture partners' astinight
subject property owned by the joint venture to &ddal risk. Although the Company seeks to mamaaifficient influence over any joint venture tdhave its objectives, the Company may be unable to
take action without its joint venture partners'pl, or joint venture partners could take actibimgling on the joint venture without its conser8hould a joint venture partner become bankrigt, t
Company could become liable for such partner'sesbfjoint venture liabilities.

From time to time, the Company, through the OpegaRartnership, invests in corporations, limitedmerships, limited liability companies or othetigas that have been formed for the purpose of
acquiring, developing, financing, or managing q@alperty. In certain circumstances, the Operafiagnership's interest in a particular entity meydss than a majority of the outstanding votirtgnests ¢
that entity. Therefore, the Operating Partnershapility to control the daily operations of suchemtity may be limited. Furthermore, the Operaffagtnership may not have the power to remove aritaj

of the board of directors (in the case of a corpomd or the general partner or partners (in theeaaf a limited partnership) of such an entitytia event that its operations conflict with the Gyiexg
Partnership's objectives. The Operating Partngnsiaiy not be able to dispose of its interests ahsn entity. In the event that such an entity bezpinsolvent, the Operating Partnership may |ps® iits
entire investment in and any advances to the enfihbe Company has, and in the future may, entertransactions that could require the Companyatotpe tax liabilities of partners, which contribut
assets into joint ventures or the Operating Pastipy in the event that certain taxable eventsciviare within the Company's control, occur. Altgbuhe Company plans to hold the contributed assets
defer recognition of gain on sale pursuant to itkexkind exchange rules under Section 1031 of titerhal Revenue Code, the Company can provide swwasce that the Company will be able to do so and
if such tax liabilities were incurred they can esfp® have a material impact on its financial posit
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There are risks that Fund Il may operate in waysaihmay adversely impact the Company's interesf&e Company is the general partner of Fund Il,waitd Fund Il there are the following risks:

« the Company's partners in Fund Il might removeGbepany as the general partner of Fund II;
« the Company's partners in Fund Il might have eodo®r business interests or goals that are instersi with the Company's business interests orsgoal
« the Company's partners in Fund Il might fail to mqwe decisions regarding Fund Il that are in thenPany's best interest.

Investments in mortgages and other real estate sii@s could affect the Company's ability to makésttibutions to stockholder. The Company may invest in securities relatec:&b estate, which could
adversely affect the Company's ability to makeritiistions to stockholders. The Company may purefsgsurities issued by entities which own realtestad invest in mortgages or unsecured debt
obligations. These mortgages may be first, secoritlird mortgages that may or may not be insurestlerwise guaranteed. In general, investmentsartgages include the following risks:

« that the value of mortgaged property may be leas the amounts owed, causing realized or unrealo=eses;

- the borrower may not pay indebtedness under thégage when due, requiring the Company to foreclasd,the amount recovered in connection with thedosure may be less than the amount
owed;

« that interest rates payable on the mortgages mégwe than the Company's cost of funds; and

« inthe case of junior mortgages, that foreclostra genior mortgage could eliminate the junior made.

If any of the above were to occur, cash flows frgperations and the Company's ability to make exgokedividends to stockholders could be adverselyctdtl.

Compliance with laws benefiting disabled personsynmmaquire the Company to make significant unantieifed expenditures or impact the Company's investtri&rategy A number of federal, state and
local laws (including the Americans with Disabiisi Act) and regulations exist that may require rfications to existing buildings or restrict certagnovations by requiring improved access to such
buildings by disabled persons and may require attractural features which add to the cost of bngd under construction. Legislation or regulasi@dopted in the future may impose further buradens
restrictions on the Company with respect to imptbaecess by disabled persons. The costs of canegliaith these laws and regulations may be subatant

The Company's Portfolio may have unknown environmehliabilities. Under various federal, state and local laws, omfiea and regulations, an owner or operator ofesale is liable for the costs of
removal or remediation of certain hazardous ordsxibstances on, in, to or migrating from such ergp Such laws often impose liability without eed as to whether the owner or operator knew ofyax
responsible for, the presence of such hazardotesxiar substances. The presence of such substasroee failure to properly remediate such substanmay adversely affect the owner's or operaabiliy

to sell or rent such property or to borrow usinghsproperty as collateral. Persons exposed to sulstances, either through soil vapor or ingesifcdhe substances may claim personal injury

damages. Persons who arrange for the disposadaintent of hazardous or toxic substances or walgesnay be liable for the costs of removal orediation of such substances at the disposal or
treatment facility to which such substances or e@stere sent, whether or not such facility is owmedperated by such person. Certain environméatad impose liability for release of asbestmswtaining
materials ("ACMs") into the air, and third partieay seek recovery from owners or operators of apart communities for personal injury associatedhvWEMs. In connection with the ownership (direct
or indirect), operation, management and developmiapartment communities, the Company could besidemed an owner or operator of such propertiesdraving arranged for the disposal or treatment
of hazardous or toxic substances and, thereforg bmaotentially liable for removal or remediatioosts, as well as certain other costs, includingegumental fines and costs related to injuriesespns

and property.
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Investments in real property create a potentiakforironmental liabilities on the part of the owésuch real property. The Company carries ceftaiited insurance coverage for this type of
environmental risk. The Company has conductedrenmiental studies which revealed the presenceafrgiwater contamination at certain communitieschStontamination at certain of these apartment
communities was reported to have migrated on-gite fadjacent industrial manufacturing operatiombe former industrial users of the communities wdemntified as the source of contamination. The
environmental studies noted that certain communéie located adjacent to possible down gradient &ites with known groundwater contamination,léteral limits of which may extend onto such
apartment communities. The environmental stud&s @oted that at certain of these apartment contieencontamination existed because of the presefhanderground fuel storage tanks, which have
been removed. In general, in connection with tvaership, operation, financing, management andldpweent of apartment communities The Company magdtentially liable for removal or clean-up
costs, as well as certain other costs and enviratahkabilities. The Company may also be subjeajovernmental fines and costs related to injugsersons and property.

There have been a number of lawsuits in recensyagainst owners and managers of apartment comerialteging personal injury and property damagesed by the presence of mold in residential real
estate. Some of these lawsuits have resultedoistaatial monetary judgments or settlements. Toragany has been sued for mold related matters andéttied some, but not all, of such

matters. Insurance carriers have reacted to netddied liability awards by excluding mold relatddims from standard policies and pricing mold esdments at prohibitively high rates. The Company
has, however, purchased pollution liability inswr@mwhich includes some coverage for mold. The @amy has adopted policies for promptly addressimjrasolving reports of mold when it is detected,
and to minimize any impact mold might have on restd of the property. The Company believes itsdnpalicies and proactive response to address aowkmexistence, reduces its risk of loss from these
cases. There can be no assurances that the Compsugentified and responded to all mold occureend.iabilities resulting from such mold relatedtters are not expected to have a material adverse
effect on the Company's financial condition, resolt operations or cash flows. As of December2B10, potential liabilities for mold and other emrimental liabilities are not considered probalsléhe
loss cannot be quantified or estimated.

California has enacted legislation commonly refé@as "Proposition 65" requiring that "clear aedsonable” warnings be given to consumers whexgesed to chemicals known to the State of
California to cause cancer or reproductive toxiditgluding tobacco smoke. Although the Company $@ught to comply with Proposition 65 requiremetits Company cannot assure you that the
Company will not be adversely affected by litigatielating to Proposition 65.

Methane gas is a naturally-occurring gas that israonly found below the surface in several areagiqudarly in the Southern California coastal areddethane is a non-toxic gas, but can be ignitable
confined spaces. Although naturally-occurring, lmee gas is not regulated at the state or fedmral,Ihowever some local governments, such as tletg of Los Angeles, have imposed requirements tha
new buildings install detection systems in areasr@fmethane gas is known to be located. Methasés also associated with certain industriaviis, such as former municipal waste landfilgadon

is also a naturally-occurring gas that is foundbethe surface. The Company cannot assure youttat not be adversely affected by costs relateits compliance with methane or radon gas rdlate
requirements or litigation costs related to methanedon gas.

The Company has almost no indemnification agreesnieom third parties for potential environmentadah-up costs at its communities. The Company basgay of determining at this time the magnitude
of any potential liability to which it may be subjearising out of unknown environmental conditianssiolations with respect to communities formeslyned by the Company. No assurance can be given
that existing environmental studies with respecryp of the communities reveal all environmenbilities, that any prior owner or operator of gmament community did not create any material
environmental condition not known to the Compamythat a material environmental condition doesexast as to any one or more of the communitiese Chmpany has limited insurance coverage for the
types of environmental liabilities described above.

The Company may incur general uninsured losse$he Company carries comprehensive liability, feetended coverage and rental loss insurance for &fabe communities. There are, however, certain
types of extraordinary losses, such as, for exanigsees for terrorism or earthquake, for which@wnpany does not have insurance coverage. Stilafiiaall of the communities are located in aréaest

are subject to earthquake activity. In January72@@e Company canceled its then existing earthejpakicy and established a wholly owned insurantssisliary, Pacific Western Insurance LLC

("PWI"). Through PWI, the Company is self-insumeglit relates to earthquake related losses. Auxfdilfy, since January 2008, PWI has provided pitypmerd casualty insurance coverage for the firsh $5
million of the Company's property level insuranéaros per incident.
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Although the Company may carry insurance for paa¢idsses associated with its communities, emmsyeesidents, and compliance with applicable l@wsay still incur losses due to uninsured risks,
deductibles, co-payments or losses in excess dicapfe insurance coverage and those losses meyaberial. In the event of a substantial loss, iasoe coverage may not be able to cover the full
replacement cost of the Company's lost investnuerthe insurance carrier may become insolvent anda able to cover the full amount of the insumsses. Inflation, changes in building codes and
ordinances, environmental considerations and détwors might also affect the Company's abilityegplace or renovate an apartment community afteestbeen damaged or destroyed.

Changes in real estate tax and other laws may adedr affect the Company's results of operatian&enerally the Company does not directly passuttin costs resulting from changes in real estate ta
laws to residential property tenants. The Compasy does not generally pass through increasesamie, service or other taxes, to tenants undsesed hese costs may adversely affect funds from
operations and the ability to make distributionstimckholders. Similarly, compliance with change§) laws increasing the potential liability fenvironmental conditions existing on apartment
communities or the restrictions on discharges beotonditions or (ii) rent control or rent stakdtion laws or other laws regulating housing mayltein significant unanticipated decrease in rexear
increase in expenditures, which would adverselgaffunds from operations and the ability to maistrihutions to stockholders.

Changes in the Company's financing policy may letadhigher levels of indebtednessThe Company has adopted a policy of maintainirighé bn debt financing consistent with the existtayenants
required to maintain the Company's unsecured lireeenlit bank facility. The Company's organizatibdocuments do not limit the amount or percents#gedebtedness that may be incurred. If the
Company changed this policy, the Company couldrincore debt, resulting in an increased risk of diéfan the Company's obligations and the obligatiohthe Operating Partnership, and an increase in
debt service requirements that could adverselyaffe Company's financial condition and resultspérations. Such increased debt could exceedritierlying value of the communities.

The Company is subject to various tax risksSThe Company has elected to be taxed as a REl&ruhe Internal Revenue Code. The Company's igaldn as a REIT requires it to satisfy numerous
requirements (some on an annual and quarterly)oestiablished under highly technical and complé&rimal Revenue Code provisions for which thereoatg limited judicial or administrative
interpretations, and involves the determinationafous factual matters and circumstances notaptwithin the Company's control. Although the Camp intends that its current organization and meitho
of operation enables it to qualify as a REIT, iweat assure you that it so qualifies or that if @ able to remain so qualified in the future.tUfe legislation, new regulations, administratim&rpretations

or court decisions (any of which could have rettivaceffect) could adversely affect the Companiiity to qualify as a REIT or adversely affect ttempany's stockholders. If the Company fails to
qualify as a REIT in any taxable year, the Companyld be subject to U.S. federal income tax (inolgdany applicable alternative minimum tax) on @@mpany's taxable income at corporate rates, and
the Company would not be allowed to deduct dividepaid to its shareholders in computing its taxaideme. The Company may also be disqualified ftrratment as a REIT for the four taxable years
following the year in which the Company failed tadjfy. The additional tax liability would redudts net earnings available for investment or disttion to stockholders, and the Company would mgés
be required to make distributions to its stockhmddeEven if the Company continues to qualify &HT, it will continue to be subject to certain ézdl, state and local taxes on the Company's incmde
property.

The Company has established several taxable REiSidiaries ("TRSs"). Despite its qualification @$REIT, the Company's TRSs must pay U.S. federanme tax on their taxable income. While
Company will attempt to ensure that its dealinggits TRSs do not adversely affect its REIT quedifion, it cannot provide assurance that it wilteessfully achieve that result. Furthermore, ayrhe
subject to a 100% penalty tax, or its TRSs may dériedi deductions, to the extent its dealings wihTRSs are not deemed to be arm's length in naféoeassurances can be given that the Comg
dealings with its TRSs will be arm's length in matu
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From time to time, the Company may transfer or ntfiee dispose of some of its Properties. Undelrternal Revenue Code, any gain resulting fromdfers of Properties that the Company holds as
inventory or primarily for sale to customers in tivelinary course of business would be treated @ie from a prohibited transaction subject to &24@@nalty tax. Since the Company acquires pragserti
for investment purposes, it does not believe tisabécasional transfers or disposals of propegypaohibited transactions. However, whether prgperheld for investment purposes is a questiofacf that
depends on all the facts and circumstances surhogitide particular transaction. The Internal RaxeService may contend that certain transfersspadials of properties by the Company are prohibited
transactions. If the Internal Revenue Service we@rgue successfully that a transfer or dispwsitif property constituted a prohibited transacttben the Company would be required to pay a 100%
penalty tax on any gain allocable to it from thelpbited transaction and the Company's abilityetain future gains on real property sales may bpgalized. Income from a prohibited transactioghmi
adversely affect the Company's ability to satisiy income tests for qualification as a REIT for UeBleral income tax purposes. Therefore, no assasacan be given that the Company will be able to
satisfy the income tests for qualification as aREI

The U.S. federal tax rate on certain corporatedéinds paid to individuals and other non-corporateayers is at a reduced rate of 15% (until Dece®bg2012). It is uncertain whether this redurze
will be continued beyond the scheduled expiratiated Dividends paid by REITs to individuals andestnon-corporate stockholders are not eligibletierreduced 15% rate, however. This may cause
investors to view REIT investments to be less etiva than investments in non-REIT corporationsicltin turn may adversely affect the value of stotREITs, including the Company's stock.

It em 1B. Unresolved Staff Comments
None.
It em 2. Properties

The Company's Portfolio as of December 31, 201€lyiing communities owned by Fund Il) was comprieéd47 apartment communities (comprising 30,07&r@pent units), of which 14,173 units are
located in Southern California, 9,271 units arated in the San Francisco Bay Area, and 6,628 anit$ocated in the Seattle metropolitan area. twpany's apartment communities accounted for®
of the Company's revenues for the year ended Deeeih 2010.

Occupancy Rates

The Company's average financial occupancies fo€tirapany's stabilized apartment communities or 022009 Same-Properties" (stabilized properties aested by the Company for the years ended
December 31, 2010 and 2009) remained consist&1.@% for 2010 and 2009. Financial occupancy fsdd as the percentage resulting from dividingiattental revenue by total possible rental
revenue. When calculating actual rents for ocalipigits and market rents for vacant units, delimgigss and concessions are not taken into accalotal possible rental revenue represents the \afladé
apartment units, with occupied units valued at @mttial rental rates pursuant to leases and vacétstvalued at estimated market rents. The Compelieves that financial occupancy is a meaningfu
measure of occupancy because it considers the vakech vacant unit at its estimated market r&ieancial occupancy may not completely reflectrskgrm trends in physical occupancy and financial
occupancy rates as disclosed by other REITs mapewcbmparable to the Company's calculation offiiel occupancy. Market rates are determined usingriety of factors such as effective rentalgat
the property based on recently signed leases dmgastes for comparable properties in the marRéte recently signed effective rates at the priypeere used as the starting point in the deterritinaif

the market rates of vacant units. The Company itheneases or decreases these rates based ompfitg and demand in the apartment community's markbe Company will check the reasonableness of
these rents based on its position within the maaketcompare the rents against the asking rentsimparable properties in the market.
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For apartment communities that are developmenteptigs in lease-up without stabilized occupancyriég, the Company believes the physical occupaateyis the appropriate performance metric. While
an apartment community is in the lease-up phaseCtmpany's primary motivation is to stabilize gimeperty which may entail the use of rent concessand other incentives, and thus financial occapan
which is based on contractual revenue is not cenedithe best metric to quantify occupancy.

Apartment Communities

The Company's apartment communities are primauniyuban garden-style apartment communities and tosmmes comprising multiple clusters of two and ¢hséory buildings situated on three to fifteen
acres of land. As of December 31, 2010, the Coryipapartment communities include 110 garden-s88anid-rise, and 4 highise apartment communities. The apartment comrnasriiiave an average
approximately 205 units, with a mix of studio, ohep and some three-bedroom units. A wide vardtgmenities are available at the Company's comtiesnincluding covered parking, fireplaces,
swimming pools, clubhouses with fitness facilitieslleyball and playground areas and tennis courts.

The Company selects, trains and supervises omseitéce and maintenance personnel. The Compaigvbslthat the following primary factors enhanae @ompany's ability to retain tenants:

« located near employment centers;
« attractive communities that are well maintainedj an
« proactive customer service approach.

Commercial Buildings
The Company's corporate headquarters is locatedoimffice buildings with approximately 31,900 sgeideet located at 925/935 East Meadow Drive, Rétim, California. The Company also owns an
office building in Woodland Hills, California, comiped of approximately 38,940 square feet, of wiihghCompany occupies approximately 11,500 squeeat December 31, 2010. The Company owns

an office building with approximately 110,000 sqriéget located in Irvine, California, of which tB®@mpany occupies approximately 7,150 square fe@eaeémber 31, 2010. The Company owns Essex-
Hollywood, a 35,000 square foot commercial buildasga future development site that is currently?a08ased as a production studio.
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The following tables describe the Company's Pdtfas of December 31, 2010. The first table dessrthe Company's apartment communities and thexdeable describes the Company's other real estate
assets. (See Note 7 of the Company's consolidiat@utial statements for more information aboet @mpany's secured mortgage debt and Scheddite Hllist of secured mortgage loans related to the
Company's Portfolio.)

Rentable Square
Apartment Communities (1) Location Units Footage Year Built Year Acquired Occupancy®

Southern California

Alpine Country Alpine, CA 10€ 81,90( 1986 2002 96%
Alpine Village Alpine, CA 301 254,40( 1971 2002 97%
Anavia Anaheim, CA 25C 312,34¢ 2009 2010 100%
Barkley, The(3)(4 Anaheim, CA 161 139,80( 1984 2000 97%
Bonita Cedar: Bonita, CA 12C 120,80( 1983 2002 97%
Camarillo Oaks Camarillo, CA 564 459,00( 1985 1996 96%
Camino Ruiz Squar Camarillo, CA 16C 105,44¢ 1990 2006 98%
Cielo (5) Chatsworth, CA 11¢ 125,40( 2009 2009 96%
Cambridge Chula Vista, CA 40 22,10( 1965 2002 97%
Woodlawn Colonia Chula Vista, CA 15¢ 104,50( 1974 2002 95%
Mesa Village Clairemont, CA 132 43,60( 1963 2002 97%
Parcwood(5 Corona, CA 31z 270,00( 1989 2004 95%
Tierra del Sol/Nort¢ El Cajon, CA 15€ 117,00( 1969 2002 97%
Regency at Encin Encino, CA 75 78,487 1989 2009 95%
Valley Park(6) Fountain Valley, C£ 16C 169,70( 1969 2001 95%
Capri at Sunny Hills(6 Fullerton, CA 10C 128,10( 1961 2001 96%
Wilshire Promenad Fullerton, CA 14¢ 128,00( 1992 1997 96%
Montejo(6) Garden Grove, Ct 124 103,20( 1974 2001 97%
CBC Apartmentt Goleta, CA 14¢ 91,53¢ 1962 2006 97%
Chimney Sweep Apartmer Goleta, CA 91 88,37( 1967 2006 98%
416 on Broadwa Glendale, CA fiMis 126,78. 2009 2010 100%
Hampton Cour Glendale, CA 83 71,50( 1974 1999 97%
Hampton Plac Glendale, CA 132 141,50( 1970 1999 97%
Devonshire Hemet, CA 27€ 207,20( 1988 2002 94%
Huntington Breaker Huntington Beach, C 34z 241,70( 1984 1997 97%
Axis 2300 Irvine, CA 115 170,71« 2010(7) 2010 85%
Hillsborough Parl La Habra, CA 23t 215,50( 1999 1999 97%
Trabuco Villas Lake Forest, C/ 132 131,00( 1985 1997 98%
Marbrisa Long Beach, C# 202 122,80( 1987 2002 96%
Pathway: Long Beach, C# 29€ 197,70( 1975(8) 1991 96%
Belmont Statior Los Angeles, C/ 27¢ 225,00( 2008 2008 97%
Bunker Hill Los Angeles, C/ 45€ 346,60( 1968 1998 96%
Cochran Apartment Los Angeles, C/ 58 51,40( 1989 1998 96%
Kings Roac Los Angeles, C/ 19€ 132,10( 1979(9) 1997 98%
Marbella, The Los Angeles, C/ 60 50,10¢ 1991 2005 97%
Park Place Los Angeles, C/ 60 48,00( 1988 1997 96%
Renaissance, The( Los Angeles, C/ 16¢ 154,26¢ 1990(10) 2006 97%
Santee Coul Los Angeles, C/ 16E& 132,04( 2004 2010 90%
Windsor Cour Los Angeles, C/ 58 46,60( 1988 1997 96%
Marina City Club(11’ Marina Del Rey, C/ 101 127,20( 1971 2004 97%
Mirabella Marina Del Rey, C/ 18¢ 176,80( 2000 2000 96%
Mira Monte Mira Mesa, CA 35¢E 262,60( 1982(12) 2002 97%
Hillcrest Park Newbury Park, C/ 60¢€ 521,90( 1973 1998 97%
Fairways(13; Newport Beach, C/ 74 107,10( 1972 1999 97%
Country Villas Oceanside, C/ 18C 179,70( 1976 2002 96%
Mission Hills Oceanside, C/ 282 244,00( 1984 2005 96%
Mariners Plact Oxnard, CA 10& 77,20( 1987 2000 98%
Monterey Villas Oxnard, CA 12z 122,10( 1974 1997 96%
Tierra Vista Oxnard, CA 404 387,10( 2001 2001 98%
Monterra del Ma Pasadena, C. 122 74,40( 1972 1997 97%
Monterra del Re! Pasadena, C. 84 73,10( 1972 1999 99%
Monterra del So Pasadena, C. 85 69,20( 1972 1999 98%
Villa Angelina(6) Placentia, C/ 25€ 217,60( 1970 2001 97%

19

(continued)




Table of Content

Rentable Square

Apartment Communities () Location Units Footage Year Built Year Acquired Occupancy®
Southern California (continued)
Fountain Parl Playa Vista, CA 70& 608,90( 2002 2004 97%
Highridge(6) Rancho Palos Verdes, C 25E 290,20( 1972(14) 1997 95%
Bluffs Il, The San Diego, C# 224 126,70( 1974 1997 98%
Summit Park San Diego, C# 30C 229,40( 1972 2002 97%
Vista Capri- North San Diego, C# 10¢€ 51,80( 1975 2002 97%
Brentwood(6) Santa Ana, C/ 14C 154,80( 1970 2001 98%
Essex Skyline at MacArthur Place (1 Santa Ana, C/ 34¢ 512,79: 2008(7) 2010 63%
Treehouse(6 Santa Ana, C/ 164 135,70( 1970 2001 97%
Hope Ranch Collectio Santa Barbara, C 10¢ 126,70( 1965&73 2007 97%
Hidden Valley(16; Simi Valley, CA 324 310,90( 2004 2004 96%
Meadowooc Simi Valley, CA 32C 264,50( 1986 1996 97%
Shadow Poin Spring Valley, CA 172 131,20( 1983 2002 96%
Coldwater Canyol Studio City, CA 39 34,12¢ 1979 2007 97%
Studio 4(-41 (5) Studio City, CA 14¢ 127,23¢ 2009 2009 97%
Allegro Valley Village, CA 97 127,81 2010(7) 2010 8%
Lofts at Pinehurst, Th Ventura, CA 11€ 71,10( 1971 1997 96%
Pinehurst(17 Ventura, CA 28 21,20( 1973 2004 100%
Woodside Village Ventura, CA 14t 136,50( 1987 2004 98%
Walnut Heights Walnut, CA 163 146,70( 1964 2003 97%
Avondale at Warner Cent Woodland Hills, CA 44¢€ 331,00¢ 1970(18) 1997 98%
14,17: 12,335,46. 96%
Northern California
Belmont Terract Belmont, CA 71 72,951 1974 2006 99%
Carlmont Woods(5 Belmont, CA 19t 107,20( 1971 2004 98%
Davey Glen(5 Belmont, CA 69 65,97« 1962 2006 98%
Fourth and L Berkley, CA 171 146,25! 2010 2010 97%
Commons, Thi Campbell, CA 264 153,16¢ 1973 2010 96%
Pointe at Cupertino, Tt Cupertino, CA 11€ 135,20( 1963 1998 98%
Harbor Cove(5 Foster City, CA 40C 306,60( 1971 2004 97%
Stevenson Plac Fremont, CA 20C 146,20( 1971 1983 97%
Boulevard Fremont, CA 172 131,20( 1978(19) 1996 97%
City View Hayward, CA 572 462,40( 1975(20) 1998 96%
Alderwood Park(5 Newark, CA 96 74,62« 1987 2006 99%
Bridgeport Newark, CA 184 139,00( 1987(21) 1987 98%
The Granc Oakland, CA 23¢ 205,02¢ 2009 2009 97%
Regency Towers(t Oakland, CA 17¢ 140,90( 1975(22) 2005 95%
San Marco: Richmond, CA 432 407,60( 2003 2003 97%
Mt. Sutro San Francisco, C. 99 64,00( 1973 2001 97%
101 San Fernanc San Jose, C; 322 296,07¢ 2001 2010 96%
Bella Villagio San Jose, C; 231 227,51: 2004 2010 96%
Carlyle, The San Jose, C/ 132 129,20( 2000 2000 97%
Enclave, The(5 San Jose, C/ 637 525,46: 1998 2005 97%
Esplanade San Jose, C/ 27¢ 279,00( 2002 2004 97%
Waterford, The San Jose, C; 23¢ 219,60( 2000 2000 97%
Hillsdale Garder San Mateo, C/ 697 611,50¢ 1948 2006 98%
Bel Air San Ramon, C/ 462 391,00( 1988/2000(23 1997 97%
Canyon Oak: San Ramon, C/ 25C 237,89: 2005 2007 98%
Foothill Garden San Ramon, C/ 132 155,10( 1985 1997 99%
Mill Creek at Windermer: San Ramon, C: 40C 381,06( 2005 2007 98%
Twin Creeks San Ramon, C/ 44 51,70( 1985 1997 99%
Le Parc Luxury Apartmen Santa Clara, C/ 14C 113,20( 1975 1994 97%
Marina Cove(24 Santa Clara, C/ 292 250,20( 1974(25) 1994 97%
Chestnut Stree Santa Cruz, C# 96 87,64( 2002 2008 96%
Harvest Parl Santa Rosa, C, 104 116,62¢ 2004 2007 97%
Bristol Commons Sunnyvale, C£ 18¢ 142,60( 1989 1997 99%
Brookside Oaks(6 Sunnyvale, C£ 17C 119,90( 1973 2000 96%
Magnolia Lane(26 Sunnyvale, C£ 32 31,54: 2001 2007 99%
Montclaire, The Sunnyvale, C£ 39C 294,10( 1973(27) 1988 97%
Summerhill Part Sunnyvale, C£ 10C 78,50( 1988 1988 99%
Thomas Jefferson(¢ Sunnyvale, C£ 15€ 110,82 1969 2007 99%
Windsor Ridge Sunnyvale, C£ 21€ 161,80( 1989 1989 99%
Vista Belveder¢ Tiburon, CA 76 78,30( 1963 2004 96%
Tuscan: Tracy, CA 30 29,08t 2007 2007 95%
9,271 7,877,73 97%

20

(continued)




Table of Content

Rentable Square

Apartment Communities () Location Units Footage Year Built Year Acquired Occupancy®
Seattle, Washington Metropolitan Area
Cedar Terrac Bellevue, WA 18C 174,20( 1984 2005 96%
Courtyard off Main Bellevue, WA 11C 108,38¢ 2000 2010 90%
Emerald Ridg-North Bellevue, WA 18C 144,00( 1987 1994 97%
Foothill Commons Bellevue, WA 38¢€ 288,30( 1978(28) 1990 98%
Palisades, Th Bellevue, WA 192 159,70( 1977(29) 1990 97%
Sammamish Viev Bellevue, WA 152 133,50( 1986(30) 1994 98%
Woodland Common Bellevue, WA 23¢€ 172,30( 1978(31) 1990 98%
Canyon Pointt Bothell, WA 25C 210,40( 1990 2003 96%
Inglenook Cour Bothell, WA 224 183,60( 1985 1994 96%
Salmon Run at Perry Cre: Bothell, WA 13z 117,10( 2000 2000 97%
Stonehedge Villag Bothell, WA 19¢€ 214,80( 1986 1997 98%
Highlands at Wynhave Issaquah, W/ 33z 424,67: 2000 2008 97%
Park Hill at Issaqua Issaquah, W/ 24F 277,70( 1999 1999 98%
Wandering Cree Kent, WA 15€ 124,30( 1986 1995 98%
Bridle Trails Kirkland, WA 10¢ 99,70( 1986(32) 1997 97%
Corbella at Juanita B¢ Kirkland, WA 16¢ 103,33¢ 1978 2010 95%
Evergreen Height Kirkland, WA 20C 188,30( 1990 1997 97%
Laurels at Mill Creek, Th Mill Creek, WA 164 134,30( 1981 1996 98%
Morning Run(5) Monroe, WA 222 221,78¢ 1991 2005 97%
Anchor Village(6) Mukilteo, WA 301 245,90( 1981 1997 97%
Castle Creel Newcastle, WA 21€ 191,90( 1997 1997 97%
Eagle Rim Redmond, WA 157 138,91¢ 1986 2010 90%
Brighton Ridge Renton, WA 264 201,30( 1986 1996 97%
Fairwood Ponc Renton, WA 194 189,20( 1997 2004 97%
Forest View Renton, WA 192 182,50( 1998 2003 97%
Cairns, The Seattle, WA 10C 70,80¢ 2006 2007 98%
Eastlake 2851(% Seattle, WA 132 234,08t 2008 2008 97%
Fountain Cour Seattle, WA 32C 207,00( 2000 2000 97%
Joule Seattle, WA 29t 191,10¢ 2010 2010 97%
Linden Squart Seattle, WA 182 142,20( 1994 2000 96%
Tower @ 801(5 Seattle, WA 172 118,50( 1970 2005 96%
Wharfside Point Seattle, WA 14z 119,20( 1990 1994 97%
Echo Ridge(5 Snoqualmie, W/ 12C 124,35¢ 2000 2005 100%
6,62¢ 5,837,36: 95%
Total/Weighted Average 30,07 26,050,55 97%
Other real estate asset®) Location Tenants Ren?gcl)?azguare Year Built Year Acquired Occupancy®
Office Buildings
925 / 935 East Meadow Drive(3 Palo Alto, CA 1 31,90( 1988 /196- 1997 / 2007 100%
6230 Sunset Blvd(3¢ Los Angeles, C/ 1 35,00( 1938 2006 100%
17461 Derian Ave(3t Irvine, CA 8 110,00( 1983 2000 100%
22110-22120 Clarendon Street(36) Woodland Hills, CA 9 38,94( 1982 2001 86%
Total Office Buildings 19 215,84( 96%

Footnotes to the Company's Portfolio Listing as obecember 31, 2010

(1) Unless otherwise specified, the Company has a 1®8fership interest in each commun

(2) For apartment communities, occupancy rateshased on financial occupancy for the year eBdmémber 31, 2010; for the commercial buildingpraperties which have not yet stabilized, or

have insufficient operating history, occupancy saee based on physical occupancy as of Decemb@08®. For an explanation of how financial oceugyaand physical occupancy are
calculated, see "Propert-Occupancy Rates" in this Item
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The Company has a 30% special limited astmp interest in the entity that owns this apantrtcommunity. This investment was made under gamarents whereby Essex Management
Corporation ("EMC") became the general partnerthecexisting partners were granted the right taiirecthe applicable partnership to redeem thearest for cash. Subject to certain conditi
the Company may, however, elect to deliver an exdjeit number of shares of the Company's commork stogatisfaction of the applicable partnershigistcredemption obligatio

The community is subject to a ground lease, whichess extended, will expire in 20¢

This community is owned by Fund Il. The Company &a&8.2% interest in Fund Il which is accountedusing the equity method of accounti

The Company holds a 1% special limited arinterest in the partnerships which own thesetagent communities. These investments were maderwarrangements whereby EMC became the
1% sole general partner and the other limited pastwere granted the right to require the appliEgalirtnership to redeem their interest for cashje®tito certain conditions, the Company may,
however, elect to deliver an equivalent numberhafres of the Company's common stock in satisfadtidhe applicable partnership's cash redemptidigation.

The Company completed development of the propar80iL0 and is currently in le¢-up.

The Company is in the process of performing a $i@liBon redevelopment

The Company completed a $6.2 million redevelopne2007.

Fund Il completed a $5.3 million redevelopment @98.

This community is subject to a ground lease, whictless extended, will expire in 20¢

The Company completed a $6.1 million redevelopnire2007.

This community is subject to a ground lease, whictess extended, will expire in 20z

The Company is in the process of performing a $ih@lion redevelopment

Company has a 50% interest in this community wisckccounted for under the equity meth

The Company and EMC have a 74.0% and a 1% memieeest, respectivel

The community is subject to a ground lease, whiciess extended, will expire in 20:

The Company completed a $12.0 million redevelopnre@008.

The Company completed an $8.9 million redevelopnte2008.

The Company completed a $9.4 million redevelopnre2009.

The Company completed a $4.6 million redevelopnre@009.

Fund Il completed a $4.5 million redevelopment @98.

The Company completed construction of 114 unitthef462 total units in 200

A portion of this community on which 84 units amegently located is subject to a ground lease, lwhinless extended, will expire in 20:

The Company is in the process of performing a $8lBon redevelopment

The community is subject to a ground lease, whichess extended, will expire in 207

The Company completed a $12.5 million redevelopnre@009.

The Company is in the process of performing a $&6lBon redevelopment, which included the constiare of 28 ir-fill units in 2009.

The Company completed a $7.0 million redevelopnire2007.

The Company completed a $3.9 million redevelopnire2007.

The Company is in the process of performing an&fdillion redevelopmen

The Company completed a $5.1 million redevelopnagat completed construction of 16 units of the comityts 108 units in 200¢

The Company occupies 100% of this prope

The property is leased through July 2012 to a sitghant and was reclassified out of the Compamgdevelopment pipeline in December 2C

The Company occupies 7% of this prope

The Company occupies 30% of this prope
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It em 3. Legal Proceedings

There have been have been an increasing numbawsiiits in recent years against owners and manafepartment communities alleging personal ingng property damage caused by the presence of
mold in residential real estate. Some of thesaléts have resulted in substantial monetary judgsensettiements. The Company has been sueddior related matters and has settled some, butlihot a
of such matters. Insurance carriers have redotetwbld related liability awards by excluding moeédated claims from standard policies and pricimgdrendorsements at prohibitively high rates. The
Company has, however, purchased pollution liabifigurance, which includes some coverage for mdlile Company has adopted policies for promptly esking and resolving reports of mold when it is
detected, and to minimize any impact mold mighteham residents of the property. The Company be$iéts mold policies and proactive response toesddany known existence, reduces its risk of loss
from these cases. There can be no assurancebehfabmpany has identified and responded to aldlrooturrences, but the Company promptly addredsksaavn reports of mold. Liabilities resulting
from such mold related matters are not expectdthte a material adverse effect on the Companyasial condition, results of operations or casiwéio As of December 31, 2010, potential liabilities
mold and other environmental liabilities are notsidered probable or the loss cannot be quantifiestimated.

The Company is subject to various other lawsuith@normal course of its business operations.h &awsuits are not expected to have a materialragdveffect on the Company's financial conditiospuies
of operations or cash flows.

It em 4. Reserved
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Part Il
Ite m 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Eity Securities
The shares of the Company's common stock are trami¢ite New York Stock Exchange ("NYSE") under smbol ESS.

Market Information

The Company's common stock has been traded onYI&ENiInce June 13, 1994. The high, low and clopice per share of common stock reported on the %8 the quarters indicated are as follows:

Quarter Ended High Low Close
December 31, 201 $ 1171 $ 105.6( $ 114.2:
September 30, 201 $ 115.0¢ $ 926z $ 109.4¢«
June 30, 201 $ 113.0: $ 89.2: $ 97.5¢
March 31, 201( $ 93.9¢ $ 763t $ 89.9¢
December 31, 200 $ 883t % 7328 $ 83.6¢
September 30, 20( $ 86.4¢ % 55.9¢ $ 79.5¢
June 30, 200 $ 71.8¢  $ 554z $ 62.2¢
March 31, 200¢ $ 7.7 $ 49.1¢ $ 57.3¢

The closing price as of February 23, 2011 was &IL7.

Holders

The approximate number of holders of record ofsiares of the Company's common stock was 262 shwfiary 23, 2011. This number does not includekbimiders whose shares are held in trust by
other entities. The Company believes the actuaiber of stockholders is greater than the numbéotfers of record.

Return of Capital

Under provisions of the Internal Revenue Code &61%s amended, the portion of the cash dividdratyi, that exceeds earnings and profits is consétla return of capital. The return of capital is
generated due to a variety of factors, includirgdbduction of non-cash expenses, primarily degtieci, in the determination of earnings and profits

The status of the cash dividends distributed ferythars ended December 31, 2010, 2009, and 20¥8dae¢b common stock, and Series F and Seriesférpé stock for tax purposes are as follows:

2010 2009 2008
Common Stock
Ordinary income 82.46% 79.82% 98.95%
Capital gair 5.61% 15.7¢% 1.08%
Unrecaptured section 1250 capital g 0.0(% 4.42% 0.0(%
Return of capital 11.99% 0.0(% 0.0(%
100.0(% 100.0(% 100.0(%
2010 2009 2008
Series F and G Preferred stocl
Ordinary income 93.6% 79.82% 98.95%
Capital gains 6.37% 15.7¢% 1.08%
Unrecaptured section 1250 capital g 0.0(% 4.42% 0.0(%
Return of capital 0.0(% 0.0(% 0.0(%
100.0(% 100.0(% 100.0(%
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Dividends and Distributions

Since its initial public offering on June 13, 1984¢ Company has paid regular quarterly dividendsststockholders. The Company has paid the fotigwdividends per share of common stock:

Year Ended Annual Dividend

1995 $ 1.68¢

1996 $ 1.72C

1997 $ 1.77¢

1998 $ 1.95(

1999 $ 2.15C

2000 $ 2.38(

2001 $ 2.80C

2002 $ 3.08(

2003 $ 3.12C

2004 $ 3.16(

2005 $ 3.24(

2006 $ 3.36(

2007 $ 3.72C

Quarter Ended 2010 2009 2008

March 31, $ $ 1.03C $ 1.02(
June 30 1.03( 1.02(
September 3( 1.03(C 1.02¢
December 31, 1.03( 1.02(
Annual Dividend $ $ 4.12C $ 4.08(

Future distributions by the Company will be at thecretion of the Board of Directors and will dedean the actual cash flows from operations of tben@any, its financial condition, capital requirertsen
the annual distribution requirements under the Rfttvisions of the Internal Revenue Code, appliedédal restrictions and such other factors a8thard of Directors deem relevant. There are ctigren
no contractual restrictions on the Company's prtesefuture ability to pay dividends.

On February 23, 2011, the Company announced thedBddirectors approved a $0.03 per share incremgiee annualized cash dividend. Accordingly,firet quarter dividend distribution, payable on
April 15, 2011 to stockholders as of record as afréh 31, 2011, will be $1.04 per share. On an aliwed basis, the dividend represents a distributio$4.16 per common share.

Dividend Reinvestment and Share Purchase P

The Company has adopted a dividend reinvestmenslaae purchase plan designed to provide holdezsrofnon stock with a convenient and economical méameinvest all or a portion of their cash
dividends in shares of common stock and to acqdrstional shares of common stock through volunpamchases. Computershare, LLC, which servesea€¢impany's transfer agent, administers the
dividend reinvestment and share purchase planaEopy of the plan, contact Computershare, LLG3#a2) 360-5354.

Securities Authorized for Issuance under Equity Cpensation Plans

See the Company's disclosure in the 2011 Proxg@&it under the heading "Equity Compensation Rifmrrhation”, which disclosure is incorporated herey reference.

Issuance of Registered Equity Securiti

During 2010, the Company sold 2.4 million sharesahmon stock for proceeds of $251.4 million, riefees and commissions. These sales were pursmantegistration statement and the Company
the net proceeds from the stock offerings to payrddebt, fund redevelopment and development pipslifund acquisitions, and general corporate pepos
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Issuer Purchases of Equity Securiti— Common Stock, Series G Cumulative ConvertiblefBreed Stock

In August 2007, the Company's Board of Directottharized a stock repurchase plan to allow the Cowpa acquire shares in an aggregate of up to $#0i@n. During February 2009, the Company
repurchased and retired 350,000 shares of its cansteek for approximately $20.3 million. The Compalid not repurchase any shares during 2010. eStme Company announced the inception of the
stock repurchase plan, the Company has repurclaaskcetired 816,659 shares for $66.6 million ahe@rage stock price of $81.56 per share, includorgmissions as of December 31, 2010.
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Performance Grapt

The line graph below compares the cumulative t@tkholder return on the Company's common stocthlast five years with the cumulative totalreton the S&P 500 and the NAREIT All Equity
REIT index over the same period. This comparissumes that the value of the investment in the comstock and each index was $100 on December 8%, &0d that all dividends were reinvested (1).

Total Return Performance
175
—4—Essex Property Trust, Inc.
—8—NMNAREIT All Equity REIT Index
150 »
—&—S&P 500
- /\
@
=
b Y
b
=
£
b \/
75 \./
50 t t t t
2005 2006 2007 2008 2009 2010
Period Ending
Index 12/31/0% 12/31/0¢ 12/31/0% 12/31/0¢ 12/31/0¢ 12/31/1(
Essex Property Trust, In 100.0(¢ 144.2¢ 112.4: 92.17 106.5¢ 151.4:
NAREIT All Equity REIT Index 100.0(¢ 135.0¢ 113.8% 70.91 90.7¢ 116.1:
S&P 500 100.0¢ 115.7¢ 122.1¢ 76.9¢ 97.3: 111.9¢

(1) Common stock performance data is provided by SNiafcial.

The graph and other information furnished underath@ve caption "Performance Graph" in this Palteth 5 of this Form 10-K shall not deemed to bdit&ng material” or to be "filed" with the SEC or
subject to Regulation 14A or 14C, or to the ligheb of the Exchange Act, as amended.
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Ite m 6. Selected Financial Data
The following tables set forth summary financiatiaperating information for the Company from Jaguar2006 through December 31, 2010.

Years Ended December 31
2010 2009 2008 2007 2006
($ in thousands, except per share amount

OPERATING DATA:

REVENUES
Rental and other proper $ 411,18. $ 407,06:  $ 403,26¢ $ 369,65¢ $ 324,93:
Management and other fees from affiliates 4,551 4,32¢ 5,16€ 5,09( 5,03(
415,73. 411,38¢ 408,43: 374,74¢ 329,96¢
EXPENSES
Property operating expens 145,50¢ 139,71: 132,41° 121,47 109,12(
Depreciation and amortizatic 129,71 118,02° 109,70: 96,59¢ 76,10¢
General and administratiy 25,96: 28,06: 27,68¢ 26,67¢ 22,75¢
Impairment and other charges 2,302 13,084 65C 80C 1,77C
303,48: 298,88 270,45: 245,54¢ 209,75¢
Earnings from operatior 112,25: 112,50¢ 137,98. 129,20 120,20¢
Interest expens (87,585 (86,01¢) (85,069) (85,89¢) (78,705
Interest and other incon 27,84! 13,04( 11,337 10,31( 6,17¢€
Equity (loss) income in «-investment: (1,715 67C 7,82C 3,12C (1,503)
Gain (loss) on early retirement of d¢ (10 4,75C 3,997 - -
Gain on the sales of real estate - 103 4,57¢ - -
Income before discontinued operatic 50,78: 45,05: 80,65! 56,737 46,17«
Income from discontinued operations - 8,687 3,744 146,32« 34,39¢
Net income 50,78: 53,73¢ 84,39t 203,06: 80,57:
Net income attributable to noncontrolling interest (14,84%) (16,63)) (22,25¢) (90,96) (21,16¢)
Net income attributable to controlling inter 35,93« 37,10¢ 62,14( 112,10( 59,40¢
Dividends to preferred stockholde (2,170 (4,860 (9,24)) (9,179 (5,14%)
Excess of the carrying amount of preferred stodeeened over the cash paid
redeem preferred stock - 49,95 - - -
Net income available to common stockholders $ 33,76¢ $ 82,20 $ 52,89¢ $ 102,92t $ 54,26(
Per share dati
Basic:
Income before discontinued operations availableotamon stockholders $ 114 $ 272 $ 19 $ 114 $ 0.9¢
Net income available to common stockholders $ 114 $ 3.01 $ 21C $ 4.1¢ % 2.3E
Weighted average common stock outstanding 29,667 27,27( 25,20¢ 24,54¢ 23,08:
Diluted:
Income before discontinued operations availableotamon stockholders 1.14 2.61 1.95 1.11 0.9€
Net income available to common stockholders 1.14 2.91 2.0¢ 4.1C 2.3C
Weighted average common stock outstanding 29,73« 29,747 25,347 25,10 23,55

Cash dividend per common share $ 4.1 $ 41z  $ 4.06 $ 3.7z $ 3.3€
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As of December 31
2010 2009 2008 2007 2006
($ in thousands)

BALANCE SHEET DATA:
Investment in rental properties (before accumul

depreciation $ 4,067,33'  $ 3,412,931 $ 3,279,78  $ 3,117,75¢  $ 2,669,18
Net investment in rental properti 3,189,00: 2,663,461 2,639,76. 2,575,77. 2,204,17.
Real estate under developm 217,53: 274,96! 272,27: 233,44! 107,62(
Total asset 3,732,88 3,254,63 3,164,82: 2,980,32: 2,485,841
Total secured indebtedne 2,082,74! 1,832,54! 1,588,93 1,362,87. 1,186,55.
Total unsecured indebtedne 176,00( 14,89 165,45 282,48t 208,76"
Cumulative convertible preferred sta 4,34¢ 4,34¢ 145,91: 145,91: 145,91:
Cumulative redeemable preferred st 25,00( 25,00( 25,00( 25,00( 25,00(
Stockholders' equit 1,149,941 1,053,091 852,22° 803,41° 628,84¢
As of and for the years ended December 3
2010 2009 2008 2007 2006
OTHER DATA:
Net income $ 50,78: $ 53,73¢ % 84,39t % 203,06 $ 80,57¢
Interest expens 87,58t 86,01¢ 85,06: 85,89¢ 78,70
Tax expens: - - - 39€ 52t
Depreciation and amortization 129,71 118,52 113,29« 102,25( 83,03«
EBITDA @) $ 268,07¢ $ 258,27 $ 282,75. $ 391,60 $ 242,83’

(1) EBITDA is an operating measure and is defias net income before interest expense, incoxes,tdepreciation and amortization. EBITDA, asrdef by the Company, is not a recognized
measurement under U.S. generally accepted accgumiinciples, or GAAP. This measurement shouldb®tonsidered in isolation or as a substituteétrincome, cash flows from operating
activities and other income or cash flow statendata prepared in accordance with GAAP, or as a uneas profitability or liquidity. The Company'efinition may not be comparable to that of
other companies

It em 7. Management's Discussion and Analysis of francial Condition and Results of Operations

The following discussion and analysis should bel ieaconjunction with the accompanying consoliddiadncial statements and notes thereto. Thessatidated financial statements include all
adjustments which are, in the opinion of managenmerttessary to reflect a fair statement of thelteand all such adjustments are of a normal reuyimature.

OVERVIEW

The Company is a self-administered and self-man&Fed that acquires, develops, redevelops and nemnagartment communities in selected residentssalocated primarily in the West Coast of the
United States. The Company owns all of its inter@sits real estate investments, directly orriedily, through the Operating Partnership. The @amy is the sole general partner of the Operating
Partnership and, as of December 31, 2010, had@oximately 93.4% general partner interest in tipei@ting Partnership.

The Company's investment strategy has two compsneotstant monitoring of existing markets, andwat@on of new markets to identify areas with theuacteristics that underlie rental growth. The
Company's strong financial condition supportsritestment strategy by enhancing its ability to Rlyishift acquisition, development, and dispositamtivities to markets that will optimize the perfance
of the portfolio.

As of December 31, 2010, the Company had owneistepests in 147 apartment communities, compri8®@72 apartment units, and the apartment comnesratie located in the following major West
Coast regions:

Southern California(Los Angeles, Orange, Riverside, Santa Barbara[D8ego, and Ventura counties)

Northern California (the San Francisco Bay Area)
Seattle Metro (Seattle metropolitan area)
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As of December 31, 2010, the Company also had ashieinterests in five commercial buildings (withpaoximately 215,840 square feet).

As of December 31, 2010, the Company's consolidd¢selopment pipeline was comprised of two projectser development, three predevelopment projexcidtaee land parcels held for future
development or sale aggregating 1,813 units, withl incurred costs of $217.5 million, and estindatemaining project costs of approximately $53.8iami for total estimated project costs of $271.1
million.

By region, the Company's operating results for 2888 2010 and projections for 2011 new housing lgupgb growth, and rental income as follows:

Southern California Regior: As of December 31, 2010, this region represedAf®d of the Company's consolidated apartment ullitging the year ended December 31, 2010, revefoue2010/2009
Same-Properties” (as defined below), or "Same-Rtppevenues,” decreased 2.0% in 2010 as compar2dd9. In 2011, the Company expects new resiglesupply (excluding Santa Barbara and
Riverside counties) of 3,950 multifamily and 5,590gle family homes, which represents a total nepply of 0.2% of existing stock. The Company asssian increase of 82,500 jobs or 1.2%, and an
increase in rental income of 2.0% to 3.0% in 2011.

Northern California Region: As of December 31, 2010, this region represe@89@ of the Company's consolidated apartment uitane-Property revenues decreased 3.7% in 20ddhgzared to

2009. In 2011, the Company expects new residesuighly of 2,700 multifamily and 2,500 single fayrfilomes, which represents a total new supply d¥0aBd 0.2%, respectively, of existing stock. The
Company assumes an increase of 33,000 jobs or h28@n increase in rental income of 4.0% to 5:020i11.

Seattle Metro Regior: As of December 31, 2010, this region representéd @2the Company's consolidated apartment unigsneéSProperty revenues decreased 7.0% in 2010 gsacechto 2009. In
2011, the Company expects new residential supply48§0 multifamily and 3,700 single family homedigh represents a total new supply of 0.4% and Qré%pectively, of existing stock. The Company
assumes an increase of 23,000 jobs or 1.7%, aimtegase in rental income of 4.0% to 5.0% in 2011.

The Company expects 2011 same-property reventasrase approximately 3.5% compared to 2010 sastexisting leases are renewed and new leassgaed at higher rents during 2011.

The Company's consolidated apartment communiteasifollows:

As of December 31, 201 As of December 31, 200
Apartment Units % Apartment Units %
Southern Californi: 13,07¢ 49% 12,33¢ 51%
Northern Californie 7,69¢ 29% 6,69 28%
Seattle Metro 5,98( 22% 5,24¢ 21%
Total 26,75: 10C% 24,28! 10C%

Co-investments including Fund Il communities, EsS&yline at MacArthur Place, and communities ircdiginued operations are not included in the tabésented above for both years.
RESULTS OF OPERATIONS
Comparison of Year Ended December 31, 2010 to tearYEnded December 31, 2009

The Company's average financial occupancies fo€tirapany's stabilized apartment communities or 022009 Same-Properties" (stabilized properties aeted by the Company for the years ended
December 31, 2010 and 2009) remained consisté@.8% for 2010 and 2009. Financial occupancy fidéd as the percentage resulting from dividingiattental revenue by total possible rental
revenue. When calculating actual rents for ocalipigits and market rents for vacant units, delimgigss and concessions are not taken into accalotal possible rental revenue represents the \aflad
apartment units, with occupied units valued at @ottial rental rates pursuant to leases and vacétstvalued at estimated market rents. The Compelieves that financial occupancy is a meaningfu
measure of occupancy because it considers the vhkech vacant unit at its estimated market r&ieancial occupancy may not completely reflectrsberm trends in physical occupancy and financial
occupancy rates as disclosed by other REITs mapencbmparable to the Company's calculation offiiel occupancy. Market rates are determined usingriety of factors such as effective rentalgat
the property based on recently signed leases dmgastes for comparable properties in the marRéte recently signed effective rates at the priypeae used as the starting point in the deterritinaif

the market rates of vacant units. The Company itheneases or decreases these rates based ompfitg and demand in the apartment community's markbe Company will check the reasonableness of
these rents based on its position within the maaketcompare the rents against the asking rentsimparable properties in the market.
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For apartment communities that are developmenteptigs in lease-up without stabilized occupancyriég, the Company believes the physical occupaateyis the appropriate performance metric. While
an apartment community is in the lease-up phaseCtmpany's primary motivation is to stabilize gimeperty which may entail the use of rent concessand other incentives, and thus financial occapan
which is based on contractual revenue is not cenedithe best metric to quantify occupancy.

The regional breakdown of the Company's 2010/2C08eSProperty portfolio for financial occupancy foe years ended December 31, 2010 and 2009 islasso

Years ended
December 31

2010 2009
Southern Californii 96.6% 96.€%
Northern Californie 97.2% 97.7%
Seattle Metrc 96.% 97.1%

The following table provides a breakdown of reveao®unts, including the revenues attributable tb02Z2009 Same-Properties.

Years Ended

Number of December 31, Dollar Percentage
Properties 2010 2009 Change Change
Property Revenue ($ in thousands
2010/2009 San-Properties
Southern Californii 50 $ 196,99. $ 200,917 $ (3,925) 2.0) %
Northern Californie 28 114,34¢ 118,77¢ (4,430 3.7
Seattle Metro 23 59,10: 63,57 (4,472 (7.0)
Total 2010/2009 Same-Property revenues 11C 370,43¢ 383,26¢ (12,829 3.3
2010/2009 Non-Same Property Revenues (1) 40,74 23,79¢ 16,94¢ 71.2
Total property revenues $ 411,18. $ 407,06:  $ 4,117 1.C%

(1) Includes ten communities acquired after JanuaB0@9, two redevelopment communities, six develogrmaemmunities, and three commercial buildir

31




Table of Content

2010/2009 Same-Property Revendesreased by $12.8 million or 3.3% to $370.4 milfior 2010 compared to $383.3 million in 2009. Heerease was primarily attributable to a decrea610/2009
Same-Property community's scheduled rents of $ifilibn as reflected in a decrease of 4.0% in 20009 Same-Property communities average rental fiaes$1,356 per unit for 2009 to $1,301 per unit
for 2010. Scheduled rents decreased in all regiodsspecifically by 3.0%, 3.9%, and 7.6% in South@alifornia, Northern California, and Seattle ktetrespectively. The Company had experienced a
decrease in scheduled rents due to the slowdowreirconomy coupled with job losses during 2009ab®brption of new housing supply. During 2009 260, the Company experienced a decrease in
gross revenue in comparison to the prior yearénGbmpany's markets from the reduction in rentsifi@ases entered into during those periods, brtirsian the third quarter of 2010 the Company has
experienced sequential revenue growth and an isereascheduled rents. Offsetting the decreasetirdule rents, was a decrease in bad debt exprdsent concessions of $1.7 million, utility bitjs
income increased $0.8 million, and other incomeekesed $0.4 million between years due primarilg ttecrease in revenue from the fees charged flyrteamination of leases in 2009.

2010/2009 Non-Same Property Reverineseased by $16.9 million or 71.2% to $40.7 miilior 2010 from $23.8 million for 2009. The incseawvas primarily due to revenue generated fronopemating
communities acquired after January 1, 2009 congjsif Regency at Encino, Eagle Rim, 101 San Femmahide Commons, Bella Villagio, Santee Court, Cgand off Main, Corbella at Juanita Bay, Ana
and 416 on Broadway, six development communitiesisting of Allegro, Joule, Fourth & U, Axis 230Dhe Grand, and Belmont Station, two redevelopmentrounities, and three commercial buildings.

Management and other fees from affilisincreased $0.2 million to $4.5 million in 2010 ccangd to $4.3 million in 2009. The increase is iy due to the acquisition fee of $0.5 millionated to the
purchase of Essex Skyline at MacArthur Place in-ingestment and property management fees froncthisvestment that were partially offset by a éase in development fees from Fund II.

Property operating expenses, excluding real egtatesincreased $3.0 million or 2.9% for 2010 compare@09, primarily due to the acquisition of ten coumities, and the completion of six developn
properties. 2010/2009 Same-Property operatingresgeeexcluding real estate taxes increased sligit$§0.1 million or 0.8% for 2010 compared to 2009.

Real estate taxeincreased $2.8 million or 7.7% for 2010 compare@@69, due mainly to the acquisition of ten comriesiwhich resulted in an increase in property $eofe$1.5 million and the
completion of six development communities whictutesl in an increase in property taxes of $0.5iarilcompared to 2009. For same-property reswdtd, estate taxes are limited to a 2% increase for
communities in California, and real estate taxesdased on average by 3.5% in the Seattle Meteofemen 2009. During the fourth quarter of 201@& @ompany received notification of temporary
reductions in property taxes for the second ha#f@ff0 for certain communities located mainly lodateContra Costa and Ventura counties, which deszé property taxes for those communities by
approximately $0.5 million compared to 2009.

Depreciation and amortization experincreased by $11.7 million or 9.9% for 2010 compee2009, due to the acquisition of ten new comities) and the completion of six development
properties. Depreciation expense also increasedalthe capitalization of approximately $52.7 ioillin additions to rental properties during 20t6liding $16.3 million spent on redevelopment and
revenue generating capital expenditures along avithil year of depreciation expense in 2010 veespartial year of depreciation expense in 200@froximately $55.6 million in 2009 improvements
capitalized.

General and administrative experdecreased $2.1 million or 7.5% for 2010 compare20@9, primarily due to $3.8 million in expenseunfamortized costs related to the cancellation @Qutperformanc
Plan in 2009. During 2010, the company incurred$dillion in non-recurring compensation relatedtte CEO's retirement, which is included in genaral administrative expense.

Impairment and other chargifor 2010 relates to $2.3 million in expense attributabléénige ineffectiveness of certain forward-startiwgss that were settled in 2010, and for 2009 they@my incurred
$13.1 million in impairment and other charges dughe write-off of development costs totaling $fiflion related to two land parcels that will nantger be developed by the Company, and $0.6 million
recorded for additional loan loss reserves relateainote receivable secured by an apartment coiityrinrthe Portland Metropolitan Area, and $5.8lioil due to the write-off of an investment in anjpi
venture development project.
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Interest and other inconincreased by $14.8 million for 2010 primarily dwegains on sales of marketable securities for $flon compared to $1.0 million in gains on satésecurities in 2009, and an
increase in 2010 of $5.3 million for interest ina@earned on notes receivable primarily relatethi¢cSantee Court note receivable in 2010, whichpuashased in May 2010 at a discount to the outstgnd
principal on the note. Those increases in inteardtother income were offset partially by a deseeaf $1.1 million in interest earned on marketagleurities and cash equivalents compared to 2089al
lower average investment balances.

Equity (loss) income in ~investmentslecreased by $2.4 million for 2010 compared to 2069 primarily to the Company recording its $1.8ion share of loss from operations incurred byexsSkyline a
MacArthur Place which is a development communitjease-up that was acquired in the first quarte20df0. The remainder of the difference is attiable to a decrease in earnings for Fund Il in 2010
compared to 2009.

Gain(loss) on early retirement of delsas $4.8 million for 2009 due to the repurchasehef Company's exchangeable bonds totaling $168liémin 2009 at a discount to par value.

Income from discontinued operaticfor 2010 was $0 since there were no properties @oleeld for sale in 2010. The $8.7 million for@0includes the operating results and a gain & gllion on the
sale of Maple Leaf, a gain of $2.5 million on tlaesof Spring Lake, a gain of $1.6 million on tteesof Carlton Heights Villa, a gain of $0.9 milli@n the sale of Grand Regency, and a gain of $dl®n
on the sale of Mountain View.

Excess of the carrying amount of preferred stocleeened over the cash paid to redeem preferred for 2010 was $0 since there were no such redengpitip2010. The $50.0 million for 2009 related to
the repurchase of $145.0 million of the Compangse3 G Cumulative Convertible Preferred Stock disaount to carrying value.

Comparison of Year Ended December 31, 2009 to tearYEnded December 31, 2008

The Company's average financial occupancies fo€trapany's stabilized apartment communities foO%R008 Same-Properties” (stabilized propertiesalithated by the Company for the years ended
December 31, 2009 and 2008) increased 70 basitsfoi®7.0% for 2009 from 96.3% for 2008.

The regional breakdown of the Company's stabil2@@9/2008 Same-Property portfolio for financial mgancy for the years ended December 31, 2009 2B8!i&&s follows:

Years ended
December 31

2009 2008
Southern Californii 96.€% 95.6%
Northern Californie 97.7% 97.4%
Seattle Metrc 97.2% 96.7%
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The following table provides a breakdown of revema®unts, including the revenues attributable @922008 Same-Properties.

Years Ended

Number of December 31, Dollar Percentage
Properties 2009 2008 Change Change
Property Revenue ($ in thousands
2009/2008 San-Properties
Southern Californii 55 % 183,24t  $ 188,800 $ (5,567) (2.9) %
Northern Californie 24 104,31¢ 106,30: (1,98%) (1.9
Seattle Metro 22 58,04 60,43( (2,389) (4.C)
Total 2009/2008 Same-Property revenues 101 345,60: 355,53¢ (9,93%) (2.9)
2009/2008 Non-Same Property Revenues (1) 61,46 47,73( 13,73: 28.€
Total property revenues $ 407,060 $ 403,26¢ $ 3,79¢ 0.2%

(1) Includes three communities acquired after Janua®p@8, eight redevelopment communities, two dgwalent communities, and three commercial buildi

2009/2008 Same-Property Revendesreased by $9.9 million or 2.8% to $345.6 milfon2009 compared to $355.5 million in 2008. Teerease was primarily attributable to a decreaseheduled

rents of $13.9 million or a decrease of 3.9%. Agermonthly rental rates for the 2009/2008 Samed?tp communities were $1,349 per unit for 2009 parad to $1,368 per unit for 2008. Scheduled
rents decreased in all regions including a decrieaseheduled rents of 4.3%, 2.5%, and 5.5% in I8amat California, Northern California, and Seattlethd, respectively. The Company had experienced a
decrease in scheduled rents due to the slowdowhreirconomy coupled with job losses during 2009thadabsorption of new housing supply. The deerédascheduled rents was partially offset by an
increase of occupancy of 70 basis points or $3IRomj from 96.3% for 2008 to 97.0% for 2009, utilbillings income increased $1.3 million, and atireome, rent concessions and bad debt expense wer
consistent between years.

2009/2008 Non-Same Property Reverineseased by $13.7 million or 28.8% to $61.5 miilior 2009 from $47.7 million for 2008. The incseawas primarily due to three new communities aegusince
January 1, 2008 including Chestnut Street Apartméftie Highlands at Wynhaven, and Regency at Entiredevelopment communities including The Grand Belmont Station, and eight communities
that are in redevelopment and classified in nonesproperty results.

Management and other fees from affiliadecreased $0.8 million to $4.3 million in 2009 cargyl to $5.2 million in 2008. Property manageniees earned from Fund Il increased by $0.3 miliioB009
compared to 2008 due to property management feasagfrom the stabilization of two development commities during the second half of 2009 that werdeurdevelopment during 2008, and the increase
was offset by a decrease of $1.1 million in develept and redevelopment fees earned from Fund ihgl®009 compared to 2008.

Property operating expenses, excluding real egtatesincreased $3.6 million or 3.7% for 2009 compare@@08, primarily due to the acquisition of threevngroperties, and the completion of two
development properties. 2009/2008 Same-Properyatipg expenses excluding real estate taxes isedeslightly by $0.4 million or 0.5% for 2009 com@a to 2008.

Real estate taxeincreased $3.7 million or 11.1% for 2009 compa@@a08, primarily due to the acquisition of threewcommunities, the completion of two developmenperties and increases in real
estate taxes in the Seattle Metro area of $0.6amibir 13.1% for the Seattle Metro 2009/2008 S&neperty region compared to 2008. Also there virseeases in assessments for the Company's Cagi
communities that are limited to 2% per year. T@@09/2008 Same-Property real estate taxes incrédsédnillion or 3.9% compared to 2008.

Depreciation and amortization experincreased by $8.3 million or 7.6% for 2009 compae#008, due to the acquisition of three new comities, and the completion of two development

properties. Depreciation expense also increaseddalthe capitalization of approximately $55.6 iillin additions to rental properties during 2008luding $26.7 million spent on redevelopment and
revenue generating capital expenditures along avithll year of depreciation expense in 2009 veespartial year of depreciation expense in 2002618 improvements capitalized.
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General and administrative experiereased slightly by $0.4 million or 1.3% in 20@®@mpared to 2008 primarily due to a $3.8 milliomoash expense incurred in 2009 related to the H#atioa of the
Outperformance Plan that was largely offset by eleses in general and administrative expense negditim cost control measures implemented by the@zmy.

Impairment and other chargwere $13.1 million for 2009 due to the write-offdgvelopment costs totaling $6.7 million relatedvo land parcels that will no longer be developgdhe Company, and the
write-off of $5.8 million investment in a predevploent joint venture, and $0.6 million recordedddditional loan loss reserves related a note rabév During 2008, the company recorded $0.7ianill
for loan loss reserves for a note receivable.

Interest and other incomincreased by $1.7 million for 2009 due to a varigityactors including an increase in interest meoof approximately $7.0 million as a result ofrsfigant increases in the average
balances for marketable securities held in 2009p=oed to 2008, a $1.0 million gain generated froendale of marketable securities, and $0.7 milljenerated from TRS activities. These increases wer
partially offset by a $6.3 million decrease in le@scome due to the sale of the Company's remaRWgarks in 2008, and the lease for the Cadene®ua expiring in January 2009 along with a decrease
of interest on structured finance loans of $0.8iamilfor 2009 compared to 2008.

Equity (loss) income in ~investmentslecreased by $7.2 million for 2009 compared to 20@8 primarily to the $6.3 million of preferred oroe recognized in 2008 from the Mountain Vistafjoin
venture. In 2009 the Company was no longer ingeistehis joint venture. The remainder of the eiiéfnce in equity income for 2009 compared to 28a8ue to a decrease in equity income of $0.9 millio
earned from Essex Apartment Value Fund II.

Gain (loss) on early retirement of dekas $4.8 million for 2009 and $4.0 million for 2Q@Rie to the repurchase of exchangeable bondinpt166.7 million in 2009 and $53.3 million in 2at a
discount to par value.

Gain on sale of real estat# $0.1 million for 2009 related to the sale of tieenaining condominium units at Eastridge Apartreer®ain of sale of real estate of $4.6 million2608 resulted from the
recognition of a gain on sale of $1.8 million ardmillion related to the sale of Green Valley &ictle RV parks, respectively, $1.5 million gairat was previously deferred on the gain on sateef
2005 sale of Eastridge Apartments, gain of $0.2anilon the sale of the 90 Archer land parcel, arghin of $0.1 million on the sale of three conduimns. The Eastridge $1.5 million gain recognized
equal to the estimated fair value of seven condamirunits received in satisfaction of the note reaiele issued in connection with the sale of EdgtiApartments.

Income from discontinued operaticfor 2009 includes operating results of the apartngemmunities sold in 2009 including Maple Leaf alnsold for a gain of $2.9 million, Spring Lake whiwas sold
for a gain of $2.5 million, Carlton Heights and @daRegency which sold for a combined gain of $2ilion, and Mountain View which was sold for a gaih$0.8 million. Discontinued operations for
2008 includes the operating results of the apartro@mmunities sold in 2009 along with those sol@@98 including Coral Gardens which sold for a gzi$3.4 million, and Cardiff by the Sea and St.
Cloud which sold for a combined gain of $46,000.

Excess of the carrying amount of preferred stocleesned over the cash paid to redeem preferred for 2009 was $50.0 million related to the repurehafs$145.0 million of the Company's Series G
Cumulative Convertible Preferred Stock at a distdarmarrying value, and no preferred stock wasirelpased in 2008.

Liquidity and Capital Resource

In June 2010, Standard and Poor's ("S&P") reaffititecorporate credit rating of BBB/Stable for &®roperty Trust, Inc. and Essex Portfolio, L.P.

At December 31, 2010, the Company had $13.8 miblibunrestricted cash and cash equivalents an@$bilion in marketable securities held availalbe $ale. The Company believes that cash flows
generated by its operations, existing cash, casivalgnts, and marketable securities balancesladiily under existing lines of credit, accessapital markets and the ability to generate casimfihe
disposition of real estate are sufficient to méledfathe Company's reasonably anticipated cashiméering 2011. The timing, source and amountash flows provided by financing activities anddige

investing activities are sensitive to changes farest rates and other fluctuations in the capi@lkets environment, which can affect the Compapigiss for acquisitions, dispositions, developneerd
redevelopment activities.
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The Company has two outstanding lines of credibhéaggregate of $525.0 million committed as oféeber 31, 2010. The Company had a $200.0 milliseaured line of credit which was amended in
October 2010 to $275 million with an accordion optto $350 million. As of December 31, 2010 thees a $176.0 million balance on this unsecureddiren average interest rate of 3.1%. The
underlying interest rate on the $275.0 million lisdased on a tiered rate structure tied to an &8iRg on the credit facility and the rate was ade in October 2010 from LIBOR plus 3.0% to LIBOR
plus 2.4%. This facility matures in December 2@dth two one-year extensions, exercisable by them@any. The Company also has a $250.0 million tfadility from Freddie Mac, which matures in
December 2013. This line is secured by eleventaygat communities. As of December 31, 2010, then@any had $250.0 million outstanding under thie lirf credit at an average interest rate of 1.4%.
The underlying interest rate on this line is betw88 and 150 basis points over the Freddie MacrBede Rate and the interest rate is subject togehby the lender in November 2011.

The line of credit agreements contain debt covenalated to limitations on indebtedness and liédsl, maintenance of minimum levels of consolidatarnings before depreciation, interest and
amortization. The Company was in compliance whth line of credit covenants as of December 31, 2010

The Company sold 5,980,000 shares of 4.875% S@riéemulative Convertible Preferred Stock ("SerieBréferred Stock") for gross proceeds of $149.%anilduring 2006. During 2009, the Company
repurchased $145.0 million in liquidation valueS#ries G Preferred Stock at a discount to par Vialueash paid of $50.0 million, and the carryirajue of the remaining Series G Preferred Stock$a3
million as of December 31, 2009. The Company nmaytioue to repurchase Series G Preferred Stock.

In August 2007, the Company's Board of Directottharized a stock repurchase plan to allow the Cowpa acquire shares in an aggregate of up to $20dlion. During the first quarter of 2009, the
Company under its stock repurchase program repsech350,000 shares of common stock for $20.3 millet of fees and commissions, and in the firstrigu of January 2008, the Company under its
stock repurchase program repurchased 143,400 stfatesnmon stock for $13.7 million, net of fees awinmissions. As of December 31, 2010, after #méeS G Preferred Stock repurchases described
above, the Company has authorization to repurchaselditional $41.8 million of stock under the &toepurchase plan.

During 2010, the Company filed a new shelf regtgirastatement with the SEC, allowing the Compangell an undetermined number or amount of ceggqirity and debt securities as defined in the
prospectus.

As of December 31, 2010, the Company's mortgagesrayable totaled $1.83 billion which consiste@h6 billion in fixed rate debt with interest ratearying from 3.7% to 7.0% and maturity dates
ranging from 2011 to 2021 and $269.2 million ofiahte rate debt including $213.3 million of tax-exgt variable rate demand bonds with a weightedemeemterest rate of 2.0%. The tax-exempt variable
rate demand bonds have maturity dates ranging 2@ to 2039, and $191.9 million is subject toriest rate caps.

The Company pays quarterly dividends from cashlaiai for distribution. Until it is distributed, sh available for distribution is invested by then§rany primarily in bank money market accounts and
short-term investment grade securities or is ugetthéd Company to reduce balances outstanding utsdiénes of credit.

Derivative Activity

As of December 31, 2010, the Company had one fahstarting interest rate swap contract with a mal@amount of $20.0 million an interest rate 0f%.8nd a settlement date of October 2011. This
derivative qualifies for hedge accounting as ixpected to economically hedge the cash flows &ssokwith future financing of debt in 2011. Therfipany had twelve interest rate cap contractsitotal
notional amount of $191.9 million that qualify foedge accounting as they effectively limit the Camys exposure to interest rate risk by providimgiéing on the underlying variable interest raiethe
Company's $213.3 million of tax exempt variablerdébt. The carrying value of the forward-starfimgrest rate swap contract was a liability ofdbaiillion and the aggregate carrying value of thteriest
rate cap contracts was an asset of $0.3 million.
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During July 2010, the Company entered into a swapsaction (the "Swap") with respect to $38.0 wrillof multifamily revenue refunding bonds for tt@1San Fernando apartment community (the
"Bonds") with Citibank, N.A. ("Citibank"). This Sap is not designated as a hedge; accordingly thegehin fair value of the Swap is recorded as a galoss in the Company's consolidated statemfent o
operations. Under the terms of the Swap, the Compays a variable amount equal to the SIFMA Inglexs a fixed spread on a notional amount thatstr$35.2 million and over the three-year term of
the swap increases ratably to $38.0 million. ke Citibank pays an amount equal to the coupothe Bonds multiplied by the outstanding par valfithe bonds, $38.0 million. The Swap has a
termination date of July 12, 2013 and may be teateic by the Company at anytime commencing afteryeae and by Citibank if certain events occur. Wpermination of the Swap, whether early or on
the stated termination date, a payment based ochéirege in value of the Bonds will occur. Shotle Bonds decline in value from the $35.2 milliofueaof the Bonds at the inception of the Swap, the
Company will be obligated to make a payment equalo0% of the price depreciation. Should the Bandeease in value, Citibank will be obligated take a payment equal to approximately 85% of the
price appreciation. As of December 31, 2010, #ievialue of the Swap was a liability of $3.0 nuii.

During 2010, the Company settled $355 million inafard-starting swap contracts for $81.3 million ethivas applied to 10-year mortgage loans obtain@®10. The settlement of the forwastérting sw:
increased the average effective interest rate esetimortgage loans to 6.8%. In 2010, the Companyred $2.3 million in expense related to thdfeeiveness of certain of the settled forwatdrting sw
hedges, which is included in impairment and otlherges in the Company's consolidated statemerpgeritions for the year ended December 31, 2010.

Issuance of Common Stc

Pursuant to its equity distribution program withn@a Fitzgerald & Co. and KeyBanc Capital Markets.| in 2010, the Company issued 2.4 million shafesommon stock for $251.5 million, net of fees
and commissions, and in 2009, the Company issuethBlion shares of common stock for $198.5 millioet of fees and commissions. Under this progtamCompany may from time to time sell shares
of common stock into the existing trading marketwatrent market prices, and the Company anticipasésy the net proceeds to pay down debt and fuadi¢évelopment pipeline. Starting in January 2011,
additional banks entered into equity distributigmements with the Company including Barclays Gayitc., BMO Capital Markets Corp., Liquidnet, Inand Mitsubishi UFJ Securities (USA), Inc.

Capital Expenditures

Non-revenue generating capital expenditures areawgments and upgrades that extend the usefudfiifiee property. For the year ended December @10 2non-revenue generating capital expenditures
totaled approximately $1,096 per unit. The Compaxpects to incur approximately $1,100 per unitonfevenue generating capital expenditures for the geded December 31, 2011. These expendi
do not include the improvements required in corinaawith the origination of mortgage loans, expémdis for deferred maintenance on acquisition ptagee and expenditures for property renovatiorss an
improvements which are expected to generate additievenue. The Company expects that cash framatpns and/or its lines of credit will fund suekpenditures. However, there can be no assurance
that the actual expenditures incurred during 20ida the funding thereof will not be significantjfferent than the Company's current expectations.

Development and Predevelopment Pipe
The Company defines development activities as rawneunities that are in various stages of activeebmment, or the community is in lease-up and pha$¢he project are not completed. As of

December 31, 2010, the Company had two active dpwent projects comprised of 436 units with amested cost of $170.9 million, of which $53.6 mitlicemains to be expended. See discussion in the
section, "Development and redevelopment activities may dedlay& completed, and/or not achieve expected t€5ir Item 1A, Risk Factors, of this Form 10-K.
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The Company defines the predevelopment pipelin@@sosed communities in negotiation or in the Etient process with a high likelihood of becomingjteed development projects. As of Decembel
2010, the Company had three development projecpeggting 1,126 units that were classified as preldpment projects. The estimated total cost effftedevelopment pipeline at December 31, 201(
$82.0 million. The Company may also acquire leorduture development purposes or sale. The Gowas incurred $18.2 million in costs relatethtal held for future development or sale aggregs
1,329 units as of December 31, 2010.

The Company expects to fund the development ardepetopement pipeline by using a combination ofes@mall of the following sources: its working cehi amounts available on its lines of credit,
construction loans, net proceeds from public amebpe equity and debt issuances, and proceedstfrerdisposition of properties, if any.

Redevelopment Pipelit

The Company defines redevelopment communities issirex properties owned or recently acquired, whieke been targeted for additional investment byGhmpany with the expectation of increased
financial returns through property improvement.ribg redevelopment, apartment units may not belabiai for rent and, as a result, may have less sketrilized operations. As of December 31, 2046, t
Company had ownership interests in four major retimmment communities aggregating 1,032 apartmeitg with estimated redevelopment costs of $64.2anil of which approximately $31.8 million
remains to be expended.

Alternative Capital Source

Fund Il has eight institutional investors, and @@mpany, with combined partner equity contribution$265.9 million. The Company contributed $7&illion to Fund Il, which represents a 28.2% ing
as general partner and limited partner, and the@mmy uses the equity method of accounting fomigestment in Fund II. Fund Il utilized leverageiabto approximately 55% upon the initial acquésitiof
the underlying real estate. Fund Il invested iarepent communities in the Company's targeted \Wessst markets and, as of December 31, 2010, ovnetbEn apartment communities. The Company
records revenue for its asset management, propamyagement, development and redevelopment sewles earned, and promote income when realizednifiFuexceeds certain financial return
benchmarks.

Contractual Obligations and Commercial Commitments

The following table summarizes the maturation ce dates of the Company's contractual obligationsatiher commitments at December 31, 2010, andffhetesuch obligations could have on the
Company's liquidity and cash flow in future periods

(% in thousands) 2011 2012 and 201! 2014 and 201¢ Thereafter Total
Mortgage notes payab $ 9291 % 258,20 $ 150,95. $ 1,330,677 $ 1,832,74!
Lines of credi 176,00( - 250,00( - 426,00(
Interest on indebtedness | 82,32¢ 136,57 100,34 243,49¢ 562,74t
Development commitmen 53,60( - - - 53,60(
Redevelopment commitments 31,75 - - - 31,75
$ 436,59( $ 394,78. % 501,29¢ $ 1,574,17. $ 2,906,84.

(1) Interest on indebtedness for variable debt wasutatied using interest rates as of December 31,.2
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Variable Interest Entities

In accordance accounting standards for consolidatiovariable interest entities, the Company codatés 19 DownREIT limited partnerships (comprisiwglve communities). The Company consolidates
these entities because it is deemed the primargfinéary. The total assets and liabilities relatedhese variable interest entities (VIES), neintércompany eliminations, were approximately $31illion
and $168.0 million as of December 31, 2010 and $28llion and $164.4 million as of December 31020respectively. Interest holders in VIEs cordatiéd by the Company are allocated net income
equal to the cash payments made to those intevksstris for services rendered or distributions ficash flow. The remaining results of operationsgeneerally allocated to the Company. As of Decambe
31, 2010, the Company did not have any VIE's ofchhi was not deemed to be the primary beneficiary.

Critical Accounting Policies and Estimates

The preparation of consolidated financial statesentaccordance with U.S. generally accepted atemy principles requires the Company to make estiésand judgments that affect the reported amounts
of assets, liabilities, revenues and expenseselatéd disclosures of contingent assets and liegsili The Company defines critical accounting@e#i as those accounting policies that requireCitvapany’
management to exercise their most difficult, suibjecand complex judgments. The Company's criicalounting policies relate principally to the éolling key areas: (i) consolidation under applicable
accounting standards of various entities; (ii) asg® the carrying values of the Company's realtesind investments in and advances to joint vestand affiliates; and (iii) internal cost capitation. The
Company bases its estimates on historical expexiengrent market conditions, and on various olssumptions that are believed to be reasonable tineleircumstances. Actual results may differ from
those estimates made by management.

The Company assesses each entity in which it hasvastment or contractual relationship to deteenifrit may be deemed to be a VIE. If such antgemsia VIE, then the Company performs an analsis
determine who is the primary beneficiary. If then@any is the primary beneficiary, then the eritgonsolidated. The analysis required to iden¥ifigs and primary beneficiaries is complex and
judgmental, and the analysis must be applied tmuvartypes of entities and legal structui

The Company assesses the carrying value of itestale investments by monitoring investment mas&atlitions and performance compared to budgetferating properties and joint ventures, and by
monitoring estimated costs for properties underettgwment. Local market knowledge and data is ts@dsess carrying values of properties and thkehaalue of acquisition opportunities. Whenever
events or changes in circumstances indicate tleatahrying amount of a property held for investnmaay not be fully recoverable, the carrying amasrgvaluated. If the sum of the property's expcte
future cash flows (undiscounted and without intecesirges) is less than the carrying amount optbperty, then the Company will recognize an impaint loss equal to the excess of the carrying amoun
over the fair value of the property. Adverse chemim market conditions or poor operating resuii®al estate investments could result in impairoirarges. When the Company determines that a
property is held for sale, it discontinues the pdic depreciation of that property. The criteva dletermining when a property is held for saleunegs judgment and has potential financial staterimepact

as depreciation would cease and an impairmentcimsisl occur upon determination of held for saléusta Assets held for sale are reported at therd@fvthe carrying amount or estimated fair valussle
costs to sell. With respect to investments in atigances to joint ventures and affiliates, the Camgdooks to the underlying properties to asseg®prance and the recoverability of carrying amsuot
those investments in a manner similar to direcestments in real estate properties. Further, tragany evaluates whether its co-investments hawer than temporary impairment and, if so, records a
additional write down.

The Company capitalizes all direct and certainriticosts, including interest and real estatestaixeurred during development and redevelopmentities. Interest is capitalized on real estateess that
require a period of time to get them ready foritivgiended use. The amount of interest capitaligdzhsed upon the average amount of accumulatedagenent expenditures during the reporting
period. Included in capitalized costs are managg'iaccounting estimates of the direct and increatg@ersonnel costs and indirect project costsaated with the Company's development and
redevelopment activities. Indirect project costasist primarily of personnel costs associated withstruction administration and development actognlegal fees, and various office costs thaadie
relate to projects under development.
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The Company bases its accounting estimates orrigatexperience and on various other assumptioaisare believed to be reasonable under the citeunoess. Actual results may vary from those
estimates and those estimates could be differetgnuifferent assumptions or conditions.

Forward Looking Statements

Certain statements in this "Management's DiscussishAnalysis of Financial Condition and Result©gplerations," and elsewhere in this Annual ReporfEorm 10-K which are not historical facts may be
considered forward looking statements within theniieg of Section 27A of the Securities Act of 1988,amended, and Section 21E of the Securitie€adldange Act of 1934, as amended, including
statements regarding the Company's expectatiopgshintentions, beliefs and strategies regardiaduture. Forward looking statements includeestents regarding the Company's expectations &®to t
timing of completion of current development andeneglopment projects and the stabilization datesuoh projects, expectation as to the total projectests of development and redevelopment projects,
beliefs as to the adequacy of future cash flowséet operating requirements and anticipated castisnand to provide for dividend payments in acooed with REIT requirements, expectations as to the
amount of non-revenue generating capital experefififuture acquisitions, the Company's and devedopmnd redevelopment pipeline, the anticipatetbpaance of existing properties, anticipated
property and growth trends in various geographigores, statements regarding the Company's finareitigities, and the use of proceeds from suclvisiets.

Such forward-looking statements involve known anknown risks, uncertainties and other factors iditlg, but not limited to, that the Company willlfed achieve its business objectives, that theactu
completion of development and redevelopment prsjedit be subject to delays, that the stabilizatitates of such projects will be delayed, that ¢l projected costs of current development and
redevelopment projects will exceed expectatiore, shch development and redevelopment projectswilbe completed, that development and redevelopprejects and acquisitions will fail to meet
expectations, that estimates of future income fasnacquired property may prove to be inaccuragg,ftiure cash flows will be inadequate to meetafyeg requirements and/or will be insufficient to
provide for dividend payments in accordance witH REquirements, that the actual non-revenue géingraapital expenditures will exceed the Companyisent expectations, that there may be a
downturn in the markets in which the Company's camities are located, that the terms of any refirnmay not be as favorable as the terms of egstidebtedness, as well as those risks, special
considerations, and other factors discussed uhderaption "Potential Factors Affecting Future Gypieig Results" below and those discussed in Item 1A, Rattors, of this Form 10-K, and those risk
factors and special considerations set forth inGbmpany's other filings with the Securities an@ttange Commission (the "SEC") which may cause theahresults, performance or achievements of the
Company to be materially different from any futvesults, performance or achievements expressedpied by such forward-looking statements. Alviard-looking statements are made as of today, and
the Company assumes no obligation to update tfosnmation.

Potential Factors Affecting Future Operating Resuls

Many factors affect the Company's actual finanpaformance and may cause the Company's futuréiseésie different from past performance or trendieese factors include those set forth under the
caption "Risk Factors" in Item 1A of this Annual it on Form 10-K.
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Funds from Operations ("FFO")

FFO is a financial measure that is commonly usetiérREIT industry. The Company presents fundsifoperations as a supplemental operating perforenareasure. FFO is not used by the Company,
nor should it be considered to be, as an alteraatinet earnings computed under GAAP as an iraticdtthe Company's operating performance or aatamative to cash from operating activities
computed under GAAP as an indicator of the Comysaaulyility to fund its cash needs.

FFO is not meant to represent a comprehensiversysitéinancial reporting and does not present,da®s the Company intend it to present, a completarp of its financial condition and operating
performance. The Company believes that net earmioggputed under GAAP remains the primary measupedbrmance and that FFO is only meaningful whés used in conjunction with net earnings.
Further, the Company believes that its consolidéitethcial statements, prepared in accordance @ARP, provide the most meaningful picture of itsdincial 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 tradessociation. The Company believes that, under
the NAREIT FFO definition, the two most significaadjustments made to net income are (i) the exatusf historical cost depreciation and (i) the les@n of gains and losses from the sale of presfjou
depreciated properties. Essex agrees that thesMAREIT adjustments are useful to investors far fillowing reasons:

(a) historical cost accounting for real estaeets in accordance with GAAP assumes, througteciegion charges, that the value of real estatetagliminishes predictably over time. NAREIT sfate
in its White Paper on Funds from Operations "sireag estate asset values have historically risdallen with market conditions, many industry int@s have considered presentations of operating
results for real estate companies that use historiwst accounting to be insufficient by themselv€onsequently, NAREIT's definition of FFO refle¢he fact that real estate, as an asset class,
generally appreciates over time and depreciati@anggs required by GAAP do not reflect the undegyéeonomic realities

(b

=

REITs were created as a legal form of orgation in order to encourage public ownership af estate as an asset class through investmeintnis that were in the business of long-term owniersh
and management of real estate. The exclusionARBT's definition of FFO, of gains from the satgspreviously depreciated operating real estatetasdlows investors and analysts to readily
identify the operating results of the Ic-term assets that form the core of a REIT's actiaitgl assists in comparing those operating resettsden periods

Management has consistently applied the NAREITnit&dh of FFO to all periods presented. Howevéhego REITs in calculating FFO may vary from the NRIR definition for this measure, and thus their
disclosure of FFO may not be comparable to the Gayip calculation.
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The following table sets forth the Company's caltioh of FFO for 2010 and 2009.

For the year endec For the quarter ended
($ in thousands) 12/31/10 12/31/10 9/30/10 6/30/10 3/31/10
Net income available to common stockholc $ 33,76¢ % 477¢ % 6,371 % 948: $ 13,127
Adjustments
Depreciation and amortizatic 129,71 36,32¢ 31,63¢ 31,26: 30,48¢
Noncontrolling interests and co-investmefts 7,892 1,93¢ 1,914 1,91( 2,131
Funds from operations $ 171,36¢  $ 43,04  $ 39,92¢ $ 42,65 $ 45,74¢
Weighted average number of shares outstandingedi®l 32,028,26 32,931,72 31,963,32 31,759,95 31,438,40
For the year endec For the quarter ended
12/31/09 12/31/09 9/30/09 6/30/09 3/31/09
Net income available to common stockholc $ 82,20 $ 6,781 $ 21,73¢ % 11,41F  $ 42,26¢
Adjustments
Depreciation and amortizatic 118,52. 30,34¢ 29,89¢ 29,07¢ 29,20¢
Gains not included in FFO, net of internal dispositcost (7,947 (2,852) (2,237) (62€) (2,22¢)
Noncontrolling interests and co-investmefts 7,607 1,51C 1,39 2,141 2,562
Funds from operations $ 200,38t $ 35,78t $ 50,79 % 42,000 $ 71,80«
Weighted average number of shares outstandingedif@l 29,746,611 30,893,16 30,070,07 29,303,69 28,692,95

(1) Amount includes the following: (i) minority intereelated to Operating Partnership units, anda(iil back of depreciation expense from unconsolidedeinvestments and less depreciation attributable

to thirc-party ownership of consolidated-investments
(2) Assumes conversion of all dilutive outstanding agieg partnership interests in the Operating Paship.

The following table sets forth the Company's cdswg for 2010 and 2009 ($ in thousands).

For the year endec For the quarter ended
12/31/10 12/31/201C 9/30/201C 6/30/201C 3/31/201C
Cash flow provided by (used ir
Operating activitie: $ 17553 $ 27,24¢  $ 58,87( $ 36,43¢ $ 52,97¢
Investing activities (510,86%) (259,35() (128,367) (45,66)) (77,495
Financing activitie: 328,43: 231,18¢ 75,79¢ (4,729 26,17:
For the year endec For the quarter ended
12/31/09 12/31/200¢ 9/30/200¢ 6/30/200¢ 3/31/200¢
Cash flow provided by (used ir
Operating activitie: $ 17358 $ 2592 % 58,42¢ $ 34,170 $ 55,06
Investing activities (218,959) (75,459 (48,864 (91,049 (3,597)
Financing activitiet 24,12: (11,759 6,942 57,09¢ (28,167
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It em 7A. Quantitative and Qualitative DisclosuresAbout Market Risks
Interest Rate Hedging Activitie

The Company's objective in using derivatives iadd stability to interest expense and to managexjiesure to interest rate movements or otherifithtisks. To accomplish this objective, the Guamy
uses interest rate forward-starting swaps as [ég ocash flow hedging strategy. As of Decembkr2)10, the Company has entered into one forstarting swap contract to mitigate the risk of aesir
the interest-related cash outflows on forecasteakisce of long-term debt. The forward-startingpsisaa cash flow hedge of the variability of forsteal interest payments associated with expected
financings in 2011. As of December 31, 2010, toenfany also had $269.2 million of variable rateeiotédness, of which $191.9 million is subject teiiest rate cap protection. All of the Company's
derivative instruments are designated as cashlkdges, and the Company does not have any faie veldges as of December 31, 2010. The followihlg tetummarizes the notional amount, carrying
value, and estimated fair value of the Company'vatve instruments used to hedge interest ragasf ®ecember 31, 2010. The notional amount s the aggregate amount of a particular security
that is currently hedged at one time, but doeseytesent exposure to credit, interest rates okehaisks. The table also includes a sensitivitglgsis to demonstrate the impact on the Compateylgative
instruments from an increase or decrease in 10-pea@sury bill interest rates by 50 basis poirsspfaDecember 31, 2010.

Carrying and Estimated Carrying Value
Notional Maturity Estimate Fair + 50 -50
(% in thousand¥ Amount Date Range Value Basis Points Basis Points
Cash flow hedge:
Interest rate forwar-starting swap $ 20,00( 2011  $ (2,857) $ (1,942 $ (3,849
Interest rate caps 191,94: 2011-201¢ 272 594 107
Total cash flow hedges $ 211,94 20112014  $ (2,589 $ (1,349 $ (3,742

Interest Rate Sensitive Liabilitie

The Company is exposed to interest rate changemgly as a result of its line of credit and lotegm debt used to maintain liquidity and fund calpixpenditures and expansion of the Company'sstatt
investment portfolio and operations. The Compaimg&rest rate risk management objective is to limitimpact of interest rate changes on earningsash flows and to lower its overall borrowingtsos
To achieve its objectives the Company borrows prilynat fixed rates and may enter into derivatiire@hcial instruments such as interest rate swaps and treasury locks in order to mitigate iteriest
rate risk on a related financial instrument. ThenPany does not enter into derivative or interet& ta@nsactions for speculative purposes.

The Company's interest rate risk is monitored usingriety of techniques. The table below prestir@grincipal amounts and weighted average inteag¢ss by year of expected maturity to evaluate the
expected cash flows. Management has estimateththéir value of the Company's $1.56 billion arid35 billion of fixed rate debt at December 31, @@hd 2009, respectively, to be $1.58 billion and
$1.36 billion. Management has estimated the faiue of the Company's $695.2 million and $490.86iaomilof variable rate debt at December 31, 2010201D, respectively, is $672.8 million and $458.7
million based on the terms of existing mortgagesaqiayable and variable rate demand notes compathdse available in the marketplace.

For the Years Ended December 31

2011(1) 2012 2013 2014 2015 Thereafter Total Fair value
Fixed rate dek $ 46,74. $ 30,81¢ $ 217,61  $ 79,33: % 71,62: $ 1,117,38 $ 156351 $ 1,577,501
Average interest rat 5% 5.4% 5.C% 5.1% 5.2% 6.C%
Variable rate dek $ 222,16¢ $ 9,77t $ 250,000 $ - 3 - 3 213,28(2) $ 695,23; $ 672,80(
Average interest ral 2.8% 4.1% 1.4% - - 2.%

(1) $20 million covered by a forwa-starting swap with a fixed rate of 5.343% , withedtlement date on or before October 1, 2!
(2) $191.9 million subject to interest rate ca
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The table incorporates only those exposures that ax of December 31, 2010; it does not consiuese exposures or positions that could arise #ftgrdate. As a result, the Company's ultimatbzed
gain or loss, with respect to interest rate fluttres and hedging strategies would depend on thesxes that arise during the period.

It em 8. Financial Statements and Supplementary Dat

The response to this item is submitted as a sepaeation of this Form 10-K. See Item 15.

It em 9. Changes in and Disagreements with Accountés on Accounting and Financial Disclosure

Not applicable.

It em 9A. Controls and Procedures

As of December 31, 2010, the Company carried o@vatuation, under the supervision and with theigipation of management, including its Chief Extreel Officer and Chief Financial Officer, of the
effectiveness of the design and operation of gsldsure controls and procedures (as defined irdRLBa-15(e) and 15d-15(e) under the Securitiebdbge Act of 1934, as amended (the "Exchange
Act")). Based upon that evaluation, the Compa@yigef Executive Officer and Chief Financial Officencluded that as of December 31, 2010, the Coypdisclosure controls and procedures were
effective to ensure that the information requiredb¢ disclosed by the Company in the reports treCiompany files or submits under the Exchangemsee recorded, processed, summarized and reported
within the time periods specified in the SEC's suded forms and that such disclosure controls anckepures were also effective to ensure that indgion required to be disclosed in the reports tihat
Company files or submits under the Exchange Aat@imulated and communicated to the Company's neamat, including the Company's Chief Executive iffiand Chief Financial Officer, to allow

timely decisions regarding required disclosure.

There were no changes in the Company's internata@amwer financial reporting, that occurred durihg year ended December 31, 2010, that have rakyeaffected, or reasonably likely to materially
affect, the Company's internal control over finahceporting.

Management's Report on Internal Control Over Finarat Reporting

The Company's management is responsible for eslétd and maintaining adequate internal controt éwmancial reporting (as defined in Rule 13a-15%(fider the Securities Exchange Act of 1934, as
amended). The Company's management assesseddttévefiess of the Company's internal control oiericial reporting as of December 31, 2010. In mgkhis assessment, the Company's management
used the criteria set forth by the Committee ofr&woing Organizations of the Treadway Commissi@(QS0") in Internal Control-Integrated FrameworkeT®ompany's management has concluded that,
as of December 31, 2010, its internal control direncial reporting was effective based on thegerta. The Company's independent registered pagioounting firm, KPMG LLP, has issued an audit
report on the effectiveness of its internal contner financial reporting, which is included herein

It em 9B. Other Information

None.
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PART Il
Ite m 10. Directors, Executive Officers and Corporée Governance
The information required by Item 10 is incorporabgdreference from the Company's definitive protgtesment for its annual stockholders' meeting tbddd on May 17, 2011.
It em 11. Executive Compensation
The information required by Item 11 is incorporabgdreference from the Company's definitive protgtesment for its annual stockholders' meeting tbddd on May 17, 2011.
Ite m 12. Security Ownership of Certain BeneficialDwners and Management and Related Stockholder Matts
The information required by Item 12 is incorporabgdreference from the Company's definitive protatement for its annual stockholders' meeting tbéld on May 17, 2011.
It em 13. Certain Relationships and Related Transdions and Director Independence
The information required by Item 13 is incorporabgdreference from the Company's definitive protgtesment for its annual stockholders' meeting tbddd on May 17, 2011.
It em 14. Principal Accounting Fees and Services

The information required by Item 14 is incorporabgdreference from the Company's definitive protgtesment for its annual stockholders' meeting tbddd on May 17, 2011
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PART IV
Ite m 15. Exhibits and Financial Statement Schedute
(A) Financial Statemen
1) Consolidated Financial Stateme
Reports of Independent Registered Public Accourfting

Consolidated Balance Sheets:
As of December 31, 2010 and 2C

Consolidated Statements of Operations:
Years ended December 31, 2010, 2009 and

Consolidated Statements of Stockholders' Equitynddatrolling Interest and Comprehensive Income:
Years ended December 31, 2010, 2009 and

Consolidated Statements of Cash Flows:
Years ended December 31, 2010, 2009 and

Notes to the Consolidated Financial Statem

) Financial Statement Schedi- Schedule IIl- Real Estate and Accumulated Depreciation as oebBéer 31, 201
?3) See the Exhibit Index immediately following thersagure page and certifications for a list of extsilfiled or incorporated by reference as part &f thport.
(B) Exhibits

The Company hereby files, as exhibits to this Faf¥K, those exhibits listed on the Exhibit Indeferenced in Item 15(A)(3) above.
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
Essex Property Trust, Inc.:

We have audited Essex Property Trust, Inc.'s iaterontrol over financial reporting as of DecemBgr 2010, based on criteria established in Inte@ualtrol-+4ntegrated Framework issued by the Comm
of Sponsoring Organizations of the Treadway Comimis§COSO). Essex Property Trust, Inc.'s managenseresponsible for maintaining effective intermaintrol over financial reporting and for
assessment of the effectiveness of internal contret financial reporting, included in Managemeft&port on Internal Control over Financial Repafiappearing under Item 9A. Our responsibilitya
express an opinion on Essex Property Trust Inttésnial control over financial reporting based an audit.

We conducted our audit in accordance with the stedslof the Public Company Accounting OversightiBd&@nited States). Those standards require thgtlae and perform the audit to obtain reasor
assurance about whether effective internal comtvel financial reporting was maintained in all nmeterespects. Our audit included obtaining an us@ading of internal control over financial repogt;
assessing the risk that a material weakness egistsfesting and evaluating the design and operafifectiveness of internal control, based on theeased risk. Our audit also included performing
other procedures as we considered necessary @irthenstances. We believe that our audit providesagonable basis for our opinion.

A company's internal control over financial repogtiis a process designed to provide reasonableaassuregarding the reliability of financial repogt and the preparation of financial statement:
external purposes in accordance with generallyedeaccounting principles. A company's internaitoa over financial reporting includes those p@gand procedures that (1) pertain to the maimiza
of records that, in reasonable detail, accuratety fairly reflect the transactions and dispositiofithe assets of the company; (2) provide readersdsurance that transactions are recorded assage
permit preparation of financial statements in adaace with generally accepted accounting princjptesl that receipts and expenditures of the commaaybeing made only in accordance '
authorizations of management and directors of trepany; and (3) provide reasonable assurance lieggpdevention or timely detection of unauthorizejuisition, use, or disposition of the compa
assets that could have a material effect on tlenéial statements.

Because of its inherent limitations, internal cohbver financial reporting may not prevent or d¢tmisstatements. Also, projections of any evatmatif effectiveness to future periods are subjgc¢hé risl
that controls may become inadequate because ofjeban conditions, or that the degree of compliamitk the policies or procedures may deteriorate.

In our opinion, Essex Property Trust, Inc. maingginin all material respects, effective internahtcol over financial reporting as of December 3Q1@ based on criteria established in Internal @dbnat
Integrated Framework issued by the Committee ohSpong Organizations of the Treadway Commissio@$0).
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We also have audited, in accordance with the stasdz the Public Company Accounting Oversight Blo@snited States), the consolidated balance slédissex Property Trust, Inc. and subsidiariesf
December 31, 2010 and 2009, and the related caolasedl statements of operations, stockholders'yquincontrolling interest and comprehensive incoamel cash flows for each of the years in the three
year period ended December 31, 2010, and our reptetl February 24, 2011, expressed an unquadifiedon on those consolidated financial stateme

[SI KPMG LLP
KPMG LLP

San Francisco, California
February 24, 2011
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders
Essex Property Trust, Inc.:

We have audited the accompanying consolidated balaheets of Essex Property Trust, Inc. and swrigdi as of December 31, 2010 and 2009, and théedetonsolidated statements of operat
stockholders' equity, noncontrolling interest amanprehensive income, and cash flows for each ofy#ws in the thregear period ended December 31, 2010. In conneetitim our audits of th
consolidated financial statements, we have alsitedithe accompanying financial statement schellul@hese consolidated financial statements amdatcompanying financial statement schedule Il
the responsibility of Essex Property Trust Inc.anagement. Our responsibility is to express aniopian these consolidated financial statementstl@éccompanying financial statement scheduleal$iek
on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighaf8iqUnited States). Those standards require thgtlan and perform the audit to obtain reasor
assurance about whether the financial statemeatfre of material misstatement. An audit includeamining, on a test basis, evidence supportingutheunts and disclosures in the financial states:
An audit also includes assessing the accountimripies used and significant estimates made by geanent, as well as evaluating the overall finansiatement presentation. We believe that our ¢
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetageferred to above present fairly, in all matemspects, the financial position of Essex Prgp&rust, Inc. and subsidiaries as of December 8102an:
2009, and the results of their operations and tesh flows for each of the years in the thyear period ended December 31, 2010, in conformitly U.S. generally accepted accounting principfdso in
our opinion, the related financial statement schetliy when considered in relation to the basiosulidated financial statements taken as a whoésents fairly, in all material respects, the infation se
forth therein.

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Boédnited States), Essex Property Trust, Inc.'srirgl control over financial reporting as
December 31, 2010, based on criteria establishéaténnal Controlntegrated Framework issued by the Committee ohSpong Organizations of the Treadway Commissio@$0), and our report dai
February 24, 2011 expressed an unqualified opioiothe effectiveness of Essex Property Trust,dnieternal control over financial reporting.

[SI KPMG LLP
KPMG LLP

San Francisco, California
February 24, 2011
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Consolidated Balance Sheets
December 31, 2010 and 2009
(Dollars in thousands, except share amounts)

ASSETS
Real estate
Rental properties
Land and land improvemer
Buildings and improvements

Less accumulated depreciation

Real estate under developm
Co-investments

Cash and cash equivale-unrestrictec
Cash and cash equivale-restricted
Marketable securitie
Notes and other receivabl
Prepaid expenses and other as
Deferred charges, net

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY AND NONCONTROL LING INTEREST

Mortgage notes payah
Lines of credil
Exchangeable bonc
Accounts payable and accrued liabilit
Construction payabl
Dividends payabl
Derivative liabilities
Other liabilities
Total liabilities
Commitments and contingenci
Cumulative convertible preferred stock; $.0001 yzdue:4.875% Series - 5,890,000 issued, and 178,249 outstan
Stockholders' equity and noncontrolling inters
Common stock; $.0001 par value, 649,702,178 skarg®rized; 31,324,808 and 28,849,779 shares ismu:dutstandin
Cumulative redeemable preferred stock; $.0001 pkrev7.8125% Series- 1,000,000 shares authorized, issued and outs@rdjnidation value
Excess stock, $.0001 par value, 330,000,000 skatbsrized and no shares issued or outstar
Additional paic-in capital
Distributions in excess of accumulated earni
Accumulated other comprehensive (loss) income
Total stockholders' equi
Noncontrolling interest
Total stockholders' equity and noncontrolling ietr
Total liabilities, stockholders' equity and nongaofiing interest

See accompanying notes to consolidated financgistents.
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2010 2009
802,32 $ 684,95
3,265,01. 2,727,97!
4,067,33! 3,412,903
(878,33) (749,469
3,189,00i 2,663,461
217,53 274,96
107,84( 70,78:
3,514,37! 3,009,21.
13,75: 20,66(
21,94 17,27:
92,31( 134,84«
49,44: 36,30¢
25,18¢ 21,34¢
15,87: 14,99;
3,73288 $ 3,254,63
1,832,74' $ 1,603,54¢
426,00 239,00

- 4,89:

44,75( 38,51«
9,02z 10,32;
36,40¢ 33,75(
5,63: 30,15¢
18,96¢ 16,55¢
2,373,52. 1,976,74
4,34¢ 4,34¢

3 3

25,00( 25,00(
1,515,46: 1,275,25:
(313,309 (222,95Y)
(77,21) (24,200
1,149,941 1,053,091
205,06¢ 220,44
1,355,01. 1,273,564
3,73288 $ 3,254,63
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Consolidated Statements of Operations
Years ended December 31, 2010, 2009 and 2008
(Dollars in thousands, except per share and sharereounts)

2010 2009 2008
Revenues
Rental and other proper $ 411,18. $ 407,06:  $ 403,26¢
Management and other fees from affiliates 4,551 4,32¢ 5,16€
415,73: 411,38¢ 408,43:
Expenses
Property operating, excluding real estate t 105,89« 102,93¢ 99,31(
Real estate taxe 39,61: 36,77 33,107
Depreciation and amortizatic 129,71 118,02° 109,70:
General and administrati\ 25,96: 28,06: 27,68
Impairment and other charges 2,302 13,084 65C
303,48: 298,88 270,45:
Earnings from operatior 112,25: 112,50! 137,98.
Interest expens (87,585 (86,01¢) (85,069)
Interest and other incon 27,84: 13,04( 11,337
Equity (loss) income in «-investment: (1,715 67C 7,82(
Gain (loss) on early retirement of d¢ (10) 4,75C 3,997
Gain on sale of real estate - 103 4,57¢
Income before discontinued operatic 50,78: 45,05: 80,65:
Income from discontinued operations - 8,687 3,744
Net income 50,78: 53,73¢ 84,39t
Net income attributable to noncontrolling interest (14,84¢%) (16,63)) (22,25¢)
Net income attributable to controlling inter 35,93« 37,10¢ 62,14(
Dividends to preferred stockholde (2,170 (4,860 (9,24))
Excess of the carrying amount of preferred stodeeened over the cash paid to redeem preferred stock - 49,95 -
Net income available to common stockholders $ 33,76¢ $ 82,20C $ 52,89¢
Per share dati
Basic:
Income before discontinued operations availableotamon stockholdel $ 114 % 27z $ 1.9¢
Income from discontinued operations available tmemn stockholders - 0.2¢ 0.14
Net income available to common stockholders $ 114 $ 3.01 $ 2.1C
Weighted average number of shares outstandinggltimyear 29,667,06. 27,269,54 25,205,36
Diluted:
Income before discontinued operations availabltomon stockholdel $ 114 % 261 $ 1.9¢
Income from discontinued operations available tmemn stockholders - 0.3C 0.14
Net income available to common stockholders $ 114 $ 291 $ 2.0¢
Weighted average number of shares outstandingglthianyear 29,734,38 29,746,611 25,346,52!

See accompanying notes to consolidated finanagdstents.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Consolidated Statements of Stockholders' Equity, Nwontrolling Interest and Comprehensive Income
Years ended December 31, 2010, 2009 and 2008
(Dollars and shares in thousands)

Distributions Accumulated

Series F Additional in excess 0 other
Preferred stock Common stock paid-in accumulated comprehensive  Noncontrolling
Shares Amount Shares Amount capital earnings (loss) income Interest Total
Balances at December 31, 2( 1,00( 25,00( 24,877 3 877,63: (90,230) (8,98¢) 281,18° 1,084,60.
Net income - - - - - - 62,14( - 22,25¢ 84,39¢
Change in fair value of cash flow hed

and amortization of settlement of

swaps - - - - - - (66,43€) - (66,436
Comprehensive (loss) incor 17,95¢
Issuance of common stock unt

stock-based compensation pla - - - 80 - 6,064 - - - 6,064

sale of common stoc - - 1,20¢ - 142,75: - - - 142,75:
Issuance of common stock in

conjunction with:

Retirement of Series D Preferr - - - 362 - 36,62¢ - - - 36,62¢
Retirement of common stot - - - (143 - (13,729 - - - (13,729
Retirement of exchangeable bor - - - - (2,57%) - - - (2,57%)
Contribution from noncontrolling

interest - - - - - - - 10,50 10,50(
Conversion/reallocation of

noncontrolling interes - - - 10 - (2,790 - - 2,79C -
Redemptions of noncontrolling intere - - - - - - - (58,74%) (58,747
Distributions to noncontrolling intere - - - - - - - (24,219 (24,214
Common and preferred stock dividenc

declared - -- - - - - (113,24¢) - - (113,24¢)
Balances at December 31, 2( 1,00( 25,00( 26,39¢ 3 1,043,98. (141,33f) (75,429 233,77: 1,085,99:

Comprehensive incom
Net income - - - - - 37,10¢ - 16,63: 53,73¢
Changes in fair value of cash flow

hedges and amortization of settlem

swaps - - - - - - 39,35¢ 3,63¢ 42,88¢
Changes in fair value of marketable

securities - - - - - - 11,86¢ 1,06€ 12,93(
Comprehensive incon 109,55
Issuance of common stock und

Stock option plan - - 62 - 943 - - - 943

Sale of common stoc - - 2,741 - 198,51: - - - 198,51:
Equity based compensation co - - - - 6,85¢ - - 27€ 7,13t
Retirement of Series G Preferr - - - - 49,95 - - - 49,95
Retirement of common sto« - - (350) - (20,277) - - - (20,277)
Retirement of exchangeable bor - - - - (4,727) - - - (4,727)
Purchase of noncontrolling intere - - - - - - - - -
Redemptions of noncontrolling intere - - - - - - - (12,725 (12,72
Distributions to noncontrolling intere - - - - - - - (22,109 (22,109
Common and preferred stock dividenc

declared - - - - - (118,729 - - (118,729
Balances at December 31, 2( 1,00¢ $  25,00( 28,84¢ % 3 $127525 $ (222,95) $ (24,200 $ 220,44¢ $1,273,54

Comprehensive incom
Net income - - - - - 35,93« - 14,84¢ 50,78:
Reversal of unrealized gains upon the

sale of marketable securiti - - - - - - (11,169) (864) (12,027
Changes in fair value of cash flow

hedges and amortization of settlem

swaps - - - - - - (46,817) (3,620 (50,437)
Changes in fair value of marketable

securities - - - - - - 4,96¢ 38¢ 5,357
Comprehensive incon (6,325)
Issuance of common stock und

Stock option plan - - 12z - 5,802 - - - 5,80

Sale of common stoc - - 2,35¢ - 251,45! - - - 251,45!
Equity based compensation co - - - - (260) - - 2,472 2,21¢
Retirement of exchangeable bor - - - - (434) - - - (434)
Contributions of noncontrolling intere - - - - - - - 4,03¢ 4,03¢
Redemptions of noncontrolling intere - - - - (16,34°) - - (7,839 (24,18¢)
Distributions to noncontrolling intere - - - - - - - (24,807) (24,807
Common and preferred stock dividenc

declared - - - - - (126,29() - - (126,29()
Balances at December 31, 2010 1,00¢ $  25,00( 31,32t $ 3 $151546/ $ (313,309 $ (77,21) $ 205,06¢ $1,355,01

See accompanying notes to consolidated finanasdstents.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
Years ended December 31, 2010, 2009 and 2008
(Dollars in thousands)

Cash flows from operating activitie
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie:
Gain on sale of marketable securi
Loss (gain) on early retirement of d¢
Equity income in c-investments excluding gain on sales of real e:
Amortization of discount on exchangeable bo
Amortization of discount on marketable securi
Amortization of deferred interest from settlemehswaps
Amortization of discount on notes receivak
Loss on derivative instrumer- ineffectivenes:
Gain on earnings from -investmen
Company's share of gain on the sales of real €
Impairment loss and reserve for loan |
Non-cash expense due to cancellation of outperformplace
Depreciation and amortizatic
Amortization of deferred financing cos
Stocl-based compensatic
Changes in operating assets and liabilit
Prepaid expenses and other as
Accounts payable and accrued liabilit
Other liabilities
Net cash provided by operating activities
Cash flows from investing activitie
Additions to real estat¢
Acquisitions of real estal
Improvements to recent acquisitic
Redevelopmer
Revenue generating capital expenditt
Non-revenue generating capital expenditt
Acquisition of and additions to real estate undarelopmen
Dispositions of real esta
Changes in restricted cash and refundable def
Purchases of marketable securi
Sales and maturities marketable secur
Proceeds from tax invest
Purchases of and advances under notes and otleérailes
Collections of notes and other receivalt
Contributions to c-investments
Distributions from co-investments
Net cash used in investing activities
Cash flows from financing activitie
Borrowings under mortgage, notes payable and bifiesedit
Repayment of mortgage and other, notes payabldreeslof credit
Additions to deferred chargt
Payments to settle derivative instrume
Retirement of exchangeable bor
Retirement of common sto«
Retirement of Series D preferred units, and Se&siéseferred stoc
Net proceeds from stock options exerci
Net proceeds from issuance of common s
Contributions from noncontrolling intere
Distributions to noncontrolling intere
Redemption of noncontrolling intere
Common and preferred stock dividends paid
Net cash provided by financing activities
Net (decrease) increase in cash and cash equis
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
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2010 2009 2008

50,78: 53,73¢ $ 84,39¢
(12,49) (1,019 -
10 (4,750 (3,997

1,71t (670) (7,644

64 1,98t 3,971
(3,719 (3,605) -
1,422 19¢ 38
(4,80€) - -
2,301 - -

- (530) -

- (8,729 (7,995)

- 13,08¢ 65C

- 3,807 -
129,71: 118,52. 113,29¢
3,221 2,96 3,001
3,251 3,412 3,94(
(2,744 (2,212 (1,797
4,39(C (2,72¢) (7,497
2,412 114 864
175,53( 173,58° 181,24:
(279,60 (16,000 (87,539
(6,38¢) (3,210 (7,04¢)
(14,096 (25,817 (48,94)
(1,584 (855) (6,537)
(29,279 (25,727) (25,20%)
(155,267 (120,84, (124,12¢)
- 38,17¢ 58,07¢
(4,419 11,99¢ (20,51%)
(49,979 (116,407) (83,26)
102,03¢ 22,96¢ 60,91¢
1,22: 3,762 -
(37,629 (3,424 (2,507
1,85¢ 15,72¢ 5,698
(79,450 (270 (14,346
41,70( 954 10,302
(510,86%) (218,95¢) (285,02)
1,214,211 453,57( 896,47:
(882,64¢) (199,979 (682,069
(4,109 (3,935 (3,264
(81,287 - (3,087)
(5,39¢) (161,08 (49,259
- (20,279 (13,729
- (91,709 (10,06%)

4,76% 943 4,884
251,45! 198,51: 142,75:
4,03¢ - -
(24,795 (22,109 (24,219
(24,18¢) (12,720 (13,209
(123,629 (117,102) (109,49()
328,43: 24,12 135,73!
(6,907) (21,249 31,95:
20,66( 41,90¢ 9,95€
13,75: 20,66( $ 41,90¢
(Continued
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Supplemental disclosure of cash flow informati

Cash paid for interest, net of $9,486, $10,463%k®908capitalized in 2010, 2009 and 2008, respalgti

Supplemental disclosure of noncash investing amhfting activities
Transfer from real estate under development tatemoperties
Mortgage notes assumed in connection with purchafsesal estate

Note receivable settled when the company purchtsegroperty securing..the note receivable

Change in accrual of dividends

Change in fair value of derivative liabilities foash flow hedges
Change in fair value of marketable securities

Change in construction payable

ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
Years ended December 31, 2010, 2009 and 2008
(Dollars in thousands)

Reclassification between stockholder's equity ammtontrolling interest resulting from conversiomsl @&quity transactions
Mortgage notes assumed by buyer in connection seitbs of real estate

Land contributed by a partner in a consolidatedtjeenture
Redemption of Series D Units for common stock

2010 2009 2008
$ 83,491 81,87¢ $ 78,34¢
$ 170,94( 92,517 $ 103,75(
87,33¢ - -
25,75( - -
2,65¢ 1,62¢ 3,60:
1,907 42,97: 64,20!
$ 6,67( 12,90( -
$ 1,304 827t $ 13,24(
- - $ 2,79C
- = 59,06¢
- - 10,50(
- = 36,62¢

See accompanying notes to consolidated financgistents.

F-8




Table of Content

ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2010, 2009 and 2008

(1) Organization

The accompanying consolidated financial statemgmgsent the accounts of Essex Property Trust(iine."Company"), which include the accounts of @@mpany and Essex Portfolio, L.P. (the "Operating
Partnership,” which holds the operating assete®fompany).

The Company is the sole general partner in the &joey Partnership with a 93.4% general partnerésteand the limited partners owned a 6.6% intexestf December 31, 2010. The limited partners may
convert their Operating Partnership units into quiealent number of shares of common stock. TOfdrating Partnership units outstanding were 2920and 2,398,479 as of December 31, 2010 and
2009, respectively, and the redemption value ofihies, based on the closing price of the Compatgismon stock totaled $251.4 million and $200.8iari| as of December 31, 2010 and 2009,
respectively. The Company has reserved sharesnofmon stock for such conversions. These convergitiss may be exercised by the limited partnemngttime through 2024.

As of December 31, 2010, the Company owned or katboship interests in 147 apartment communitieggr@gating 30,072 units), five commercial and comoiaé buildings, and two active development
projects (collectively, the "Portfolio"). The conumities are located in Southern California (Los Aleg, Orange, Riverside, Santa Barbara, San DagbVentura counties), Northern California (the San
Francisco Bay Area) and the Seattle metropolitea.ar

(2) Summary of Critical and Significant AccountingPolicies
(a) Principles of Consolidation

The accounts of the Company, its controlled subsies and the variable interest entities ("VIEs"hich it is the primary beneficiary are consol@thin the accompanying financial statements. All
significant inter-company accounts and transactieng been eliminated.

The Company consolidates 19 DownREIT limited paships (comprising twelve communities), since tlenPany is the primary beneficiary of these variablerest entities (“VIEs"). The Company
consolidates these entities because it is deeneegritmary beneficiary. As of December 31, 2008, ¢bnsolidated VIEs included an office buildingttisano longer a VIE. The consolidated total asseid
liabilities related to these VIEs, net of intercaany eliminations, were approximately $217.3 millmmd $168.0 million, respectively, as of Decembier2010, and $237.9 million and $164 million,
respectively, as of December 31, 2009.

The DownREIT VIEs collectively own twelve apartmeatmmunities in which Essex Management Company CENs the general partner, the Operating Partrigiisha special limited partner, and the
other limited partners were granted rights of repigom for their interests. Such limited partneas cequest to be redeemed and the Company carte@lecteem their rights for cash or by issuing ehaf
its common stock on a one share per unit basisiv€lsion values will be based on the market vafitah@Company's common stock at the time of red@nptultiplied by the number of units stipulated
under the above arrangements. The other limitethg@a receive distributions based on the Compayient dividend rate times the number of unitslhd otal DownREIT units outstanding were
1,096,871 and 1,129,205 as of December 31, 201@@d@ respectively, and the redemption value ofitthies, based on the closing price of the Compasgrsmon stock totaled $125.3 million and $94.5
million, as of December 31, 2010 and 2009, respelsti As of December 31, 2010 and 2009, the cagyialue of the other limited partners' interestgresented at their historical cost and is cliskif
within noncontrolling interest in the accompanyoansolidated balance sheets.

Noncontrolling interest includes the 6.6% and 7lifftted partner interests in the Operating Parthigreot held by the Company at December 31, 20002899, respectively. These percentages includ
Operating Partnership's vested long term incergiae units (see Note 13). The noncontrolling ies¢tbalance also includes the Operating Partnésstumulative redeemable preferred units (see Nbte
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Interest holders in VIEs consolidated by the Conypane allocated a priority of net income equalhte tash payments made to those interest holdesefeices rendered or distributions from cash
flow. The remaining results of operations are galfyeallocated to the Company.

As of December 31, 2010 and 2009, the Company alithave any VIE's of which it was not deemed tahgeprimary beneficiary.

(b) Real Estate Rental Properties

Significant expenditures, which improve or extehe life of an asset and have a useful life of gretitan one year, are capitalized. Operatingesi@te assets are stated at cost and consistptlaitdings
and improvements, furniture, fixtures and equipmantl other costs incurred during their developmetevelopment and acquisition. Expendituresifaintenance and repairs are charged to expense as

incurred.

The depreciable life of various categories of fixsgets is as follows:

Computer software and equipmt 3-5years
Interior unit improvement 5 years
Land improvements and certain exterior componehteal property 10 years
Real estate structur 30 years

The Company capitalizes all costs incurred withgredevelopment, development or redevelopmentalfestate assets or are associated with the cotistrior expansion of real property. Such capeadi
costs include land, land improvements, allocatesiscof the Company's project management staff tngst®n costs, as well as interest and related feas, property taxes and insurance. Capitadizati
begins for predevelopment, development, and redpwetnt projects when activity commences. Capitibn ends when the apartment home is completedhenproperty is available for a new resident or
if the development activities are put on hold.

The Company allocates the purchase price of réalee® land and building, and identifiable intdiigiassets, such as the value of above, belowtamarket in-place leases. The values of the abade a
below market leases are amortized and recordeith@s a decrease (in the case of above marketdpas@n increase (in the case of below markeeBas rental revenue over the remaining term ef th
associated leases acquired. The value of acqatrathrket leases are amortized to expense ovéerimethe Company expects to retain the acquireghtemvhich is generally 20 months.

The Company performs the following evaluation fomenunities acquired:

(1) Adjust the purchase price for any fair value adpestts resulting from such things as assumed dedsirdingencies

(2) estimate the value of the real estate "as if vda@bf the acquisition dat

(3) allocate that value among land and buildi

(4) compute the value of the difference between théf'\escant" value and the adjusted purchase pvitéch will represent the total intangible ass:
(5) compute the value of the above and below marksekand determine the associated life of the abmarket/ below market lease

(6) compute the value of the-market ir-place leases or customer relationships, if any thedssociated lives of these ass

Whenever events or changes in circumstances irdibat the carrying amount of a property held fimestment or held for sale may not be fully recabéz, the carrying amount will be evaluated for
impairment. If the sum of the property's expectgdrie cash flows (undiscounted and without intecbsirges) is less than the carrying amount (inolyditangible assets) of the property, then the gy
will recognize an impairment loss equal to the ssaaf the carrying amount over the fair value efpoperty. Such fair value of a property is defeed using conventional real estate valuation oaxh
such as discounted cash flow, the property's urdgpel yield in comparison to the unleveraged yialuts$ sales prices of similar communities that Heeen recently sold, and other third party inforomtif
available. Communities held for sale are carrigthe lower of cost and fair value less estimatestcto sell. As of December 31, 2010 and 200%,amemunities were classified as held for sale.
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During 2009, the Company wrote-off development saéstaling $6.7 million related to two land parctiat will no longer be developed by the Compamiie costs were included in impairment and other
charges in the accompanying consolidated stateaf@gerations. No impairment charges were recond@®10 or 2008.

In the normal course of business, the Companyreiiéive purchase offers for its communities, eifwdicited or unsolicited. For those offers that accepted, the prospective buyer will usually irega
due diligence period before consummation of thesaation. It is not unusual for matters to aris tesult in the withdrawal or rejection of théeofduring this process. The Company classifies estate
as "held for sale” when all criteria under the astting standard for the disposals of long-liveceéstave been met. In accordance with the staptledCompany presents income and gains/losses on
communities sold as discontinued operations. Reate investments accounted for under the equithadeof accounting remain classified in continuepgerations upon disposition. (See Note 6 for a
description of the Company's discontinued operatfon 2010, 2009, and 2008).

(c) Co-investments

The Company owns investments in joint ventures-{he@stments") in which it has significant influendut its ownership interest does not meet ther@ifor consolidation in accordance with the
accounting standards. Therefore, the Company atsdor these investments using the equity methi@teoounting. Under the equity method of accountthg investment is carried at the cost of assets
contributed, plus the Company's equity in earniegs distributions received and the Company's shid@sses.

A majority of these co-investments compensate i any for its asset management services and sbthese investments may provide promote distrimstiid certain financial return benchmarks are
achieved. Asset management fees are recognizenl @dreed, and promote fees are recognized whesatinings events have occurred and the amountesndieiable and collectible. Any promote
distributions are reflected in equity (loss) incoim&o-investments. There was no promote recognizéite accompanying consolidated statements afatipes.

(d) Revenues and Gains on Sale of Real Estate

Revenues from tenants renting or leasing apartongitg are recorded when due from tenants and aognized monthly as they are earned, which is ratenally different than on a straight-line

basis. Units are rented under short-term leasmeefally, lease terms of 6 to 12 months) and mayige no rent for one or two months, dependinghenmarket conditions and leasing practices of the
Company's competitors in each sub-market at the tiva leases are executed. Revenues from tdeasisg commercial space are recorded on a striighbasis over the life of the respective lease.

The Company recognizes gains on sales of reakeastatn a contract is in place, a closing has takete, the buyer's initial and continuing investirsradequate to demonstrate a commitment to pathé
property and the Company does not have a subdteatitinuing involvement in the property.

(e) Cash Equivalents and Restricted Cash

Highly liquid investments with original maturitie$ three months or less when purchased are cledsf cash equivalents. Restricted cash balanegés peimarily to reserve requirements for capital
replacement at certain communities in connectich thie Company's mortgage debt.
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(f) Marketable Securities

The Company reports its available for sale seasist fair value, based on quoted market pricege{LZfor the unsecured bonds and Level 1 for traroon stock and investment funds, as defined by the
Financial Accounting Standards Board ("FASB") staadentitled "Fair Value Measurements and Disclosuras"discussed later in Note 2), and any unrealiagda@ loss is recorded as other
comprehensive income (loss). There were no impaitroharges for the years ended December 31, 2009,and 2008. Realized gains and losses an@égttiecome are included in interest and other
income on the consolidated statement of operatidmsortization of unearned discounts is includeéhterest income.

As of December 31, 2010, marketable securitiesistsprimarily of investment-grade unsecured bondsimon stock, investments in mortgage backedréesuand investment funds that invest in U.S.
treasury or agency securities. As of DecembeB10, the Company classified its investments intgage backed securities, which mature in Novemb&®2nd September 2020, as held to maturity, and
accordingly, these securities are stated at tinearéized cost of $42.0 million. The estimated fatues of the mortgage backed securities (Lesglc@irities) are approximately equal to the carryialges.

As of December 31, 2010 the Company classifieddliewing marketable securities as available fdegdollars in thousands):

December 31, 201

Amortized Cos  Gross Unrealized Gain/(Lo: Fair Value
Investmer-grade unsecured bon $ 22,24: $ 4,40: $ 26,64¢
Investment fund- US treasurie 14,34 582 14,927
Common stock 8,63¢ 112 8,75(
Total $ 45,22¢ $ 5097 $ 50,32¢

December 31, 200

Amortized Cos  Gross Unrealized Gain/(Lo: Fair 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 metieodetermine the cost basis of a security soldtamdclassify amounts from accumulated other cefmgnsive income for securities sold. For the years
ended December 31, 2010 and 2009, the proceedsstimm of available for sale securities totaled &®8illion and $12.7 million, respectively. Thesaes all resulted in gains, which totaled $12 Hioni
and $1.0 million for the years ended December 8102and 2009, respectively. The Company did nibasg securities during the year ended DecembeG08.

Contractual maturities of the marketable debt sgearclassified as available for sale as of Decen3i, 2010 were as follows:

Amount
Due in X5 years $ 10,99¢
Due in 5-10 years 30,57¢
Total $ 41,57
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(g) Notes Receivable

Notes receivable relate to real estate financingngements including mezzanine and bridge loartetteeed one year and are secured by real edtaézest is recognized over the life of the note.
Each note is analyzed to determine if it is impairé note is impaired if it is probable that ther@pany will not collect all principal and interesintractually due. The Company does not accrgzdst
when a note is considered impaired and a loan athoe is recorded for any principal that is notéedd to be collectable. All cash receipts on ingzhinotes are applied to reduce the principal amofunt
such notes until the principal has been recoveneld thereafter, are recognized as interest income.

(h) Interest and Other Income

Interest income is generated primarily from caslahees and marketable securities as well as netesviables. Other income includes gains on sdlesmdketable securities and rental income from

commercial buildings. Other income also includas2008 rental income for RV parks and a manufactinousing community, all of which were sold durg@8. Total interest and other income are
comprised of the following for the years ended Deber 31:

($ in thousand$ 2010 2009 2008
Interest income $ 15,35( $ 11.84. $ 4,817
Rental income - 18¢ 6,52(
Gains on sales of marketable securities 12,49: 1,01« -
$ 2784. % 13,04 $ 11,330

(i) Fair Value of Financial Instruments

The Company values its financial instruments basethe fair value hierarchy of valuation technigdescribed in the FASB's accounting standard fowv&ue measurements. Level 1 inputs are unaetj
quoted prices in active markets for identical aseetiabilities at the measurement date. Levielp2its include quoted prices for similar assets latilities in active markets and inputs otherrtitpioted
prices observable for the asset or liability. &le¥ inputs are unobservable inputs for the asskrlity.

The Company uses Level 1 inputs for the fair vahfeiss cash equivalents and investments in comstock and investment funds. The Company uses LZirgluts for its investments in unsecured bonds,
mortgage backed securities, notes receivable, paigsble, and derivatives. These inputs inclutErést rates for similar financial instruments.eTompany's valuation methodology for derivatises i
described in more detail in Note 9. The Compamgsdmot use Level 3 inputs to estimate fair valdemng of its financial instruments. The Comparagsessment of the significance of a particulartitptt
fair value measurement in its entirety requiregjuént, and considers factors specific to the agdébility.
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Management believes that the carrying amountssaritounts outstanding under lines of credit, naesivable and other receivables from related gsrind notes and other receivables approximate fai
value as of December 31, 2010 and December 31, P@@8use interest rates, yields and other termtiése instruments are consistent with yieldsathdr terms currently available for similar
instruments. Management has estimated that thedhie of the Company's $1.56 billion and $1.3Bdni of fixed rate debt at December 31, 2010 aB%, respectively, to be $1.58 billion and $1.36
billion. Management has estimated the fair valiigne Company's $695.2 million and $490.6 millidrvariable rate debt at December 31, 2010 and 2@@pectively, is $672.8 million and $458.7 million
based on the terms of existing mortgage notes paygetd variable rate demand notes compared to thagkable in the marketplace. Management beligvasthe carrying amounts of cash and cash
equivalents, restricted cash, accounts payableecdied liabilities, other liabilities and dividengayable approximate fair value as of Decembe2810 and 2009 due to the short-term maturity es¢h
instruments. Marketable securities, except fortgeme backed securities, and derivative liabilifiess carried at fair value as of December 31, 20102009, as discussed above and in Note 9.

(i) Interest Rate Protection, Swap, and Forward Goacts

The Company uses interest rate swaps and intertestap contracts to manage certain interestisd® The valuation of these instruments is deteeghiusing widely accepted valuation techniques
including discounted cash flow analysis on the esgxcash flows of each derivative. This analysfiects the contractual terms of the derivativesluding the period to maturity, and uses observabl
market-based inputs, including interest rate curVes fair values of forward starting intereseratvaps are determined using the market standattbdwogy of netting the discounted future fixedlta
receipts (or payments) and the discounted expetedble cash payments (or receipts). The varieb$éth payments (or receipts) are based on an etipeoté future interest rates (forward curves) ded
from observable market interest rate curves. Tha@my incorporates credit valuation adjustmenepigropriately reflect both its own nonperformarisk and the respective counterparty's
nonperformance risk in the fair value measurememte Company records all derivatives on its cadatéd balance sheet at fair value. The accouiftinghanges in the fair value of derivatives defsen
on the intended use of the derivative and the tieguliesignation. Derivatives used to hedge #posure to changes in the fair value of an asséitlity, or firm commitment attributable to a piardlar risk,
such as interest rate risk, are considered fairevhbdges. Derivatives used to hedge the exptswagiability in expected future cash flows, ohet types of forecasted transactions, are considmsh
flow hedges.

For derivatives designated as fair value hedgem@és in the fair value of the derivative and teéded item related to the hedged risk are recodnizearnings. For derivatives designated as ftash
hedges, the effective portion of changes in theviaiue of the derivative is initially reported ather comprehensive income (outside of earningd)sabsequently reclassified to earnings when tdgda
transaction affects earnings, and the ineffectiweign of changes in the fair value of the derivatis recognized directly in earnings. The Compasgesses the initial and ongoing effectivenesaci
hedging relationship by comparing the changesimvédue or cash flows of the derivative hedgingtinment with the changes in fair value or castv$lof the designated hedged item or transaction.

For derivatives not designated as hedges, chandes ivalue are recognized in earnings. All & tompany's forward starting interest rate swaplscaps are considered cash flow hedges. The Compan
did not have any fair value hedges during the yeacsDecember 31, 2010, 2009 and 2008.

The Company's objective in using derivatives iadd stability to interest expense and to managexjgesure to interest rate movements or otheriigehtisks. To accomplish this objective, the Guamy

primarily used interest rated forward-starting ssvap part of its cash flow hedging strategy. Then@any was hedging its exposure to the variabititiuture cash flows for a portion of its forecabte
transactions. All but $20.0 million of the forvdastarting interest rate swaps have been settlefl@scember 31, 2010.
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(k) Deferred Charges

Deferred charges are principally comprised of Ifess and related costs which are amortized ovetetines of the related borrowing in a manner whigpraximates the effective interest method.

() Income Taxes

Generally in any year in which the Company qualiis a real estate investment trust ("REIT") utiderinternal Revenue Code (the "IRC"), it is ndijeat to federal income tax on that portion of its
income that it distributes to stockholders. No psmn for federal income taxes, other than the hiéx&EIT subsidiaries discussed below has been iatie accompanying consolidated financial
statements for each of the three years in the gemnaled December 31, 2010, as the Company hasa@lecbe and believes it qualifies under the IR@ BEIT and has made distributions during the jgisrio
in amounts to preclude the Company from payingr@dacome tax.

In order to maintain compliance with REIT tax rylédee Company utilizes taxable REIT subsidiarifs various revenue generating or investment a@ivi The taxable REIT subsidiaries are consoliiate
by the Company. The activities and tax related igioms, assets and liabilities are not materidie $tatus of cash dividends distributed for thegyeaded December 31, 2010, 2009, and 2008 refated
common stock, Series F, and Series G preferred st@cclassified for tax purposes as follows:

2010 2009 2008
Common Stock
Ordinary income 82.4¢% 79.82% 98.9t%
Capital gair 5.61% 15.7¢% 1.05%
Unrecaptured section 1250 capital g 0.0(% 4.42% 0.00%
Return of capital 11.93% 0.0(% 0.00%
100.0(% 100.0(% 100.0(%
2010 2009 2008
Series F and G Preferred stocl
Ordinary income 93.6:% 79.82% 98.9t%
Capital gains 6.31% 15.7¢% 1.05%
Unrecaptured section 1250 capital g 0.0(% 4.42% 0.00%
Return of capital 0.0(% 0.0(% 0.00%
100.0(% 100.0(% 100.0(%

(m) Preferred Stock

The Company's Series G Cumulative Convertible PredeStock (" Series G Preferred Stock™) contéimslamental change provisions that allow the holdeedeem the preferred stock for cash if certain
events occur. The redemption under these prowisonot solely within the Company's control, tths Company has classified the Series G Preferatk®s temporary equity in the accompanying
consolidated balance sheets.

The Company's Series F Cumulative Redeemable RrdfStock ("Series F Preferred Stock™) containsiumental change provisions that allow the holdeetteem the preferred stock for cash if certain
events occur. The redemption under these provdsewithin the Company's control, and thus the gany has classified the Series F Preferred Stoplemsanent equity in the accompanying consolidated
balance sheets.
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(n) Stock-based Compensation

The Company accounts for share based compensaiiog thhe fair value method of accounting. Theneated fair value of stock options and restrictetlsgranted by the Company are being amortized
over the vesting period. The estimated grant fiatevalues of the long term incentive plan uni&s¢ussed in Note 13) are being amortized oveesipected service periods.

(o) Accounting Estimates and Reclassifications

The preparation of consolidated financial statementaccordance with U.S. generally accepted adaugi principles ("GAAP"), requires the Companyntake estimates and judgments that affect the
reported amounts of assets, liabilities, revenunelsexpenses and related disclosures of contingsetsand liabilities. On an on-going basis, them@any evaluates its estimates, including thoseee
acquiring, developing and assessing the carryihgegeof its real estate portfolio, its investmentand advances to joint ventures and affiliatessnotes receivable and its qualification as a REThe
Company bases its estimates on historical experienorent market conditions, and on various oissumptions that are believed to be reasonable timeleircumstances. Actual results may vary from
those estimates and those estimates could bedtiffander different assumptions or conditions.

Reclassifications for impairment and other charges, general and administrative expenses haverhede to prior year statements of operations bakircorder to conform to the current year
presentation. Such reclassifications have no impaceported earnings, total assets or totallltas.

(p) New Accounting Standards

In June 2009, the FASB issued an accounting stdrefgtitied, "Amendments to FASB Interpretation No. 46(Rhat amends existing standards, which amongr dttiegs, replaces the quantitative-based
risks and rewards calculation for determining whectterprise, if any, has a controlling financiakirest in a variable interest entity with an apphofocused on identifying which enterprise haspbeer to
direct the activities of a variable interest entlgt most significantly impact the entity's economerformance and (1) the obligation to absorlséssof the entity or (2) the right to receive béadfom the
entity. The Company adopted the standard on Jariy&010 and there was no impact on the Companyisolidated financial statements.

(3) Real Estate Investments

(a) Sales of Real Estate investments

No communities were sold or held for sale during year ended December 31, 2010.

(b) Acquisitions of Real Estate

The Company purchased eleven communities for ajppedely $456.3 million during the year ended Decen®i, 2010. During the fourth quarter of 2010¢bmpany purchased Santee Court, a 165-unit
apartment community located in Los Angeles, Catii@for $31.1 million and Courtyard off Main, a liiit community located in Bellevue, Washington $80.0 million. The Company also acquired
Allegro, a 97-unit condominium development locaitethe Los Angeles, California area for $29.9 mitlithat is being operated as an apartment commuanrity Corbella at Juanita Bay, a 169t apartmer
community located in Kirkland, Washington for $28ulion. The Company also purchased Anavia, 26@-condominium property that is being operatedmspartment community for an undisclosed
amount, and 416 on Broadway, a 115-unit condomirpuoperty that will be operated as an apartmentneanity located in Glendale, California for $43.0lion.

During the third quarter of 2010, the Company apiil01 San Fernando, a 323-unit apartment comynlagiated in San Jose, California for $64.1 milliand The Commons, a 264-unit community

located in Campbell, California for $42.5 millionThe Company also acquired Bella Villagio, a 23iaommunity located in San Jose, California {649 million, and Muse, a 152-unit apartment
community under development located in the Nortiiysaod Arts District of Los Angeles, Californiaf&39.1 million.
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During the second quarter of 2010, the CompanyieagiiEagle Rim, a 156-unit community located in Redd, Washington for $18.6 million.

During the fourth quarter of 2009, the Company ameguAxis 2300, a 115-unit condominium developmamject in Irvine, California for $27.0 million. HE Company also acquired Regency at Encino, a
75-unit community located in Encino, California 6.0 million.

(c) Co-investments

The Company has joint venture investments ifne@stments which are accounted for under the pauéthod. The joint ventures own and operate apart communities. During the third quarter of 2(
the Company invested $12.0 million as a prefermadtg interest investment in a related party ertfiigt owns a 768-unit apartment community in AnaheZalifornia.

During the first quarter of 2010, the Company esddnto a joint venture that acquired Essex SkysinMacArthur Place, a new 349-unit high rise candidum project that will be operated as an apartmen
community. The property is located in Santa AnaljfGrnia and the acquisition price was $128 miilioThe Company acquired a 50% interest in the jeénture and accounts for this co-investment en th
equity method, and the Company earned a fee ofr#illion for the acquisition of the property. TR®mpany will receive management fees and may eproraoted interest if certain financial hurdles are
achieved by the joint venture for the managemedtsate of the property.

Essex Apartment Value Fund II, L.P. ("Fund I1") sheight institutional investors combined partnasiggcontributions of $265.9 million. The Compacgntributed $75.0 million to Fund Il, which
represents a 28.2% interest as general partndinaited partner. Fund Il utilized debt as leveragpial to approximately 55% upon the initial acijigs of the underlying real estate. Fund Il inegkin
apartment communities in the Company's targeted Wesst markets with an emphasis on investmentriypities in the Seattle metropolitan area and3&e Francisco Bay Area. As of October 2006,
Fund Il was fully invested and closed for any fetacquisitions or development. As of Decembe2810, Fund Il owned fourteen apartment communitiEsscommunities have been sold by Fund II.

During 2006, the Company made a contribution teetbpment joint venture totaling $3.4 million ahdough 2009 the Company made additional contrilmstiand capitalized costs to this joint venture
totaling $2.4 million for a total investment of $5million. This joint venture was to obtain ergitients and make option payments towards the pwaidand parcels in Marina del Rey, California for
proposed development project. During the firstrtgreof 2009, the Company wrote-off its investmienthe joint venture development project of $5.8liom, and the write-off of these costs is included
impairment and other charges in the accompanyinga@ated statements of operations.

During January 2008, the Company collected $7.5aniin connection with the return of its remainiimgerest in the Mountain Vista Apartments, LLCrjoventure and recognized income of $6.3 million
from its preferred interest.
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The carrying values of the Company's co-investmastsf December 31, 2010 and 2009 are as follows:

($ in thousands
Investments in joint ventures accounted for untereiquity method of accountin

Limited partnership interest of 27.2% and genesatrger interest of 1% in Essex Apartment Value Flind.P (“Fund I1")
Membership interest in a limited liability compatiat owns Essex Skyline at MacArthur Pli

Preferred interest in a related party limited lidpicompany that own

Madison Park at Anaheim

Investments accounted for under the cost metha@t@dunting
Series A and B-2 Preferred Stock interests in Nautily Technology Solutions, Inc.
Total co-investments

The combined summarized financial information ofimeestments, which are accounted for under théteqmethod, is as follows:

($ in thousands)
Balance sheet:
Rental properties and real estate under develop
Other assets
Total assets

Mortgage notes payah
Other liabilities
Partners' equity
Total liabilities and partners' equity

Company's share of equity

Statements of operatior
Property revenue
Property operating expenses
Net operating incom
Interest expens
General and administratiy

Depreciation and amortization
Net (loss) income

Company's share of net (loss) inco
Company's preferred interest/gain - Mt. Vista

Company's share of net (loss) income
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2010 2009
66,000 $ 70,28:
29,181 -
12,01« -
107,20: 70,28t
63¢ 50C
107,84  $ 70,78:
December 31
2010 2009
750,80¢ $ 489,35
15,86¢ 30,45¢
766,67 $ 519,81(
450,69 $ 312,85¢
7,07¢ 6,64%
308,90: 200,30¢
766,67 $ 519,81(
107,20:  $ 70,28:
Years ended
December 31
2010 2009 2008
54,69¢ 47,20 $ 46,87¢
(24,099 (18,450 (17,359
30,60 28,75 29,52¢
(13,619 (10,80%) (12,210
(709 (294 (268
(20,850 (15,656 (13,926
(4,577 1,99% $ 3,122
(1,715 67C 1,50z
- - 6,31¢
(1,715 67C $ 7,82C
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(d) Real Estate Under Development

The Company defines real estate under developneénitiess as new communities that are in varioages of active development, or the community iease-up and phases of the project are not
completed. As of December 31, 2010, the Compaudytlva active development projects comprised of 48ifs for an estimated cost of $170.9 million, dfigh $53.6 million remains to be expended.

The Company defines the predevelopment pipelimeeascommunities in negotiation or in the entitletemcess with a high likelihood of becoming deyalent activities. As of December 31, 2010, the
Company had three development communities aggregatil26 units that were classified as predevelopmejects. The Company had incurred $82.0 nmilliocosts for the predevelopment properties at
December 31, 2010. The Company owns land in varstages of entitlement that is being held forreilevelopment or sale aggregating 251 units &eoémber 31, 2010. The Company had incurred
$18.2 million in costs related to this land held figture development or sale.

(4) Notes and Other Receivables

Notes receivables, secured by real estate, and i@beivables consist of the following as Decen8igr2009 and 2008 ($ in thousands):

2010 2009

Note receivable, secured, bearing interest at LIBOR8%, due March 201 $ 7331 % 7,317
Note receivable, secured, bearing interest at 6café August 201 3,221 3,19¢
Note receivable, secured, bearing interest at 8difé,November 201 971 971
Note receivable, secured, bearing interest at LIBOR8%, due December 20 10,93( 12,55
Note receivable, secured, bearing interest at LIBCR0%, due December 20 6,512 6,74z
Note receivable, secured, bearing interest at 6c2% June 201 16,70¢ -
Other receivables 3,77( 5,562

$ 49,44¢  $ 36,30¢

In the fourth quarter 2010, the Company purchased@gage note receivable at a discount to parevidu$16.6 million secured by Reserve Lofts, aun&-condominium community operated as a rental
property, located in Los Angeles, California. Aun¢s outstanding under the terms of the loan tdt@9.2 million. The loan bears interest at 6.3% matures in 2017; however interest income isroksm
based on the effective yield, which is higher tiiecoupon interest rate due to the fact that tiie was purchased at a discount. Also during tbeHayuarter the maturity of the loan secured byeBwille
Marketplace, a mixed use commercial property latateEmeryville, California was extended until Dedser 2012 and the interest rate of the note wasased to LIBOR + 8.0%.

In the second quarter of 2010, the Company purchasean secured by the Santee Court located irAbggles, California. This $25.7 million loan wasrghased at a discount for $21.0 million. In late
October, the Company purchased the property forl$3dllion in a multiple bid process.

In the second quarter of 2010, the borrower orbtidge loan secured by 301 Ocean Avenue ami7apartment community located in Santa Monicajf@rnia made a principal payment of $1.6 milliand
the Company extended the maturity of the loan Weitember 2012 and the interest rate of the nogeincaeased to LIBOR + 3.8%.
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(5) Related Party Transactions

Management and other fees from affiliates is cosgutiof asset management, property managementpgeveiit and redevelopment fees from Fund Il andgitgpnanagement and acquisistion fees for
Skyline at MacArthur Place. These fees to affiéatotal $4.6 million, $4.3 million, and $5.2 nolti for the years ended December 31, 2010, 20092608, respectively.

The Company's Chairman and founder, Mr. George Mairis the Chairman of The Marcus & Millichap Compd TMMC"), which owns a real estate brokeragenfirDuring the years ended Decembet
2010 and 2009, the Company did not pay brokeragemissions to TMMC, for the year ended Decembei2BD8, the Company paid brokerage commissions ngt&0.2 million to TMMC on the purcha
and sales of real estate. In 2008, the Compargivied $7.5 million from an investment held in dfiliate of TMMC and recognized $6.3 million of degred income which is included in equity (loss)
income from co-investments. All of these feesratof intercompany amounts eliminated by the Cargpa

During the second quarter of 2010, the independieettors approved the partial redemption for daskhe Operating Partnership of limited Operatirgt®ership units that were held by Mr. Marcus, at
$106.76 per unit representing a 2% discount froenclbsing price of the Company's common stock oy W& 2010. The Operating Partnership purchas@88 units from Mr. Marcus. Under the
Operating Partnership's partnership agreementechpartnership units are exchangeable on a orerf@ibasis into shares of the Company's commok,sto@t the Company's option, for cash.

During the third quarter of 2010, the Company inedsp12.0 million as a preferred equity interesestment in a related party entity that owns a @é8-apartment community in Anaheim, Californiahel
entity that owns the property is an affiliate of T&. The Company's independent directors apprdvechivestment in this entity. The preferred retiomthis investment during the first five yearsl3%
per annum, and the preferred return increases%othB&reafter.

An Executive Vice President of the Company invesié® million for a 6% limited partnership interésta partnership with the Company that acquir®@% interest in a limited liability company that
acquired Essex Skyline at MacArthur Place. ThecHtiee Vice President's investment is equal toarpta share of the contributions, and distributicesulting from distributable cash generated tseks
Skyline at MacArthur Place will be calculated irettame manner as the calculation of distributiorthe third party investor. The Executive Vicedtent does not participate in any promote intevest
fees paid to the Company by the Essex Skyline atAvthur Place joint venture.

(6) Discontinued Operations

No communities were sold or held for sale for tearyended December 31, 2010.

During 2009, the Company sold 5 communities ineigdMaple Leaf, Spring Lake, Mountain View, Carltdrights Villas and Grand Regency totaling 353sufor $38.0 million resulting in a gain of $8.7
million.

During 2008, the Company sold 6 communities inalgdiCoral Gardens, Green Valley, Cardiff by the Spartments, St. Cloud Apartments, Circle recrewtiaehicle ("RV") park, and Vacationer RV

park, totaling 1,297 units for $118.5 million reting in a recognized gain of $6.1 million. Thedrgan sale of $0.8 million resulting from the safevVacationer was deferred due to the fact the Comgp
loaned $4.1 million to the buyer at a fixed ratéd% due in August 2011.
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Except for the RV Parks, the Company has recordedyfins and operations for these various assktglescribed above as part of discontinued operatio the accompanying consolidated statemel
operations. The components of discontinued omgaratare outlined below and include the resultspefrations for the respective periods that the Coppavned such assets, as described above.

($ in thousand$ 2009 2008
Revenues $ 1,991 $ 11,52¢
Property operating expens (752) (5,39€6)
Depreciation and amortization (495) (3,599
Expenses (1,247) (8,989)
Income from real estate sold 744 2,531
Interest expense, secured mortgage - (2,210
Gain on sale of real estate 8,62¢ 3,417
8,62¢ 1,207
Internal disposition costs (68%) -
Income from discontinued operations $ 8681 $ 3,744
(7) Mortgage Notes Payable and Exchangeable Bonds
Mortgage notes payable and exchangeable bondsstofishe following as of December 31, 2010 and®00
(% in thousands except per share amoynts 2010 2009

Mortgage notes payable, secured by deeds of traatjng interest at ranges ranging from 3.7% t8&67a8 of December 31, 2010 principal and interest

payments due monthly, and maturity dates rangiog) fiune 2011 through January 2( $ 156351 $ 1,351,95!
Multifamily housing mortgage revenue bonds secimgdeeds of trust on rental properties and guaearig collateral pledge agreements, payable mor

at a variable rate as defined in the Loan Agreertayroximately 2.0% at December 2010 and 2.1%eaebber 2009), plus credit enhancement anc

underwriting fees ranging from approximately1.2%dt8%. The bonds are primarily convertible to @fixate at the Company's option. Among the te

imposed on the properties, which are securityHertionds, is a requirement that 20% of the unésabject to tenant income criteria. Principal beds

are due in full at various maturity dates from Jané1 through December 2039. Of these bonds $18illi®n are subject to various interest rate cap

agreements which limit the maximum interest rateutoh bond: 269,23: 251,59¢

Exchangeable bonds, unsecured obligations of tleza@ipg Partnership and guaranteed by the Combeaying interest at 3.625% per year. The rema
bonds were repurchased in 2010 - 4,892
$ 1,832,741  $ 1,608,44:
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The aggregate scheduled principal payments of rageigiotes payable are as follows:

($ in thousands

2011 $ 92,91!
2012 40,59¢
2013 217,61(
2014 79,33:
2015 71,62:
Thereafter 1,330,67

$ 1,832,74!

For the Company's mortgage notes payable as ofBle@e31, 2010, monthly interest expense and prith@iportization, excluding balloon payments, tata@proximately $6.7 million and $1.5 million,
respectively. Second deeds of trust accountegio8.9 million of the $1.8 billion in mortgage nsteayable as of December 31, 2010. Repaymentxfadore the scheduled maturity date could result
prepayment penalties. The prepayment penalty @emijority of the Company's mortgage notes payatHeomputed by the greater of (a) 1% of the amotfitite principal being prepaid or (b) the present
value of the mortgage note payable which is catedldy multiplying the principal being prepaid Inetdifference between the interest rate of the gageet note and the stated yield rate on a spedified
treasury security as defined in the mortgage ngteeanent. (See Schedule Ill for a list of mortgtages related to each community in the Companyrfdtio.)

The Company has elected the fair value optionarietempt bonds assumed during 2010. The initiaMaline was $35.2 million and the fair value as eEBmber 31, 2010 was $32.9 million. The cha
fair value of the debt is offset by the changeafue of the total return swap for this debt. Ttbis return swap is discussed in Note 9.

In the fourth quarter of 2010 the Company enten¢dl & 10-year $207.2 million term credit facilitytvFannie Mae secured by seven communities adeal fiate of 4.3%. Interest expense is recordetthi®n
debt at an effective interest rate of 7.0% as altre$ settlement of forwardtarting swaps. Communities may be substituteeleased from the facility based on certain loavaloie and debt service cove
ratios, as defined in the credit facility agreemekisting loans totaling $99.0 million at an aage fixed rate of approximately 6.9% were paidehffing the fourth quarter.

The Company has repurchased the remaining $4.®mdf the exchangeable bonds during 2010 and reézed a loss of $10 thousand in 2010. Gains d #4llion and $4.0 million for the years ended
December 31, 2009 and 2008, respectively, wereggrézed for exchangeable bonds repurchased in tyezms.

(8) Lines of Credit

The Company has two outstanding lines of crediteggting $525.0 million as of December 31, 2018e Tompany had a $200.0 million unsecured lingedit which was amended in October 2010 to
$275 million with an accordion option to $350 nali. As of December 31, 2010 there was $176.0anilif outstanding borrowings under this unsecuiregldt an average interest rate of 3.1%. The
underlying interest rate on the $275.0 million lindased on a tiered rate structure tied to an &8iRg on the credit facility, which was amendedictober from LIBOR plus 3.0% to LIBOR plus

2.4%. This facility matures in December 2011 witlo one-year extensions, exercisable by the Compahg Company also has a $250.0 million creditifgdrom Freddie Mac, which matures in
December 2013. This line is secured by eleventmeat communities. As of December 31, 2010, the@any had $250.0 million outstanding under thie lir credit at an average interest rate of 1.4%.
The underlying interest rate on this line is betw88 and 150 basis points over the Freddie MacrBefe Rate and the interest rate is subject togehbp the lender in November 2011.
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The line of credit agreements contain debt covenagiated to limitations on indebtedness and li@édsl, maintenance of minimum levels of consolidatarnings before depreciation, interest and
amortization. The Company was in compliance whthline of credit covenants as of December 31, 201tD2009.

(9) Derivative Instruments and Hedging Activities

Currently, the Company uses forward starting irgerate swaps and interest rate cap contracts hagescertain interest rate risks. The valuatiothe$e instruments is determined using widely aecept
valuation techniques including discounted cash #malysis on the expected cash flows of each déréaTlhis analysis reflects the contractual teohthe derivatives, including the period to matyrand
uses observable market-based inputs, includingeisteate curves. The fair values of interest sataps are determined using the market standardoah@tigy of netting the discounted future fixed cash
receipts (or payments) and the discounted expetedble cash payments (or receipts). The varieb$éth payments (or receipts) are based on an etipeoté future interest rates (forward curves) ded
from observable market interest rate curves. Tha@my incorporates credit valuation adjustmentspiaropriately reflect both its own nonperformanis& and the respective counterparty's
nonperformance risk in the fair value measurements.

As of December 31, 2010, the Company had one fahstarting interest rate swap contract with a mai@mount of $20.0 million and an interest rat®.8% and settlement date of October 2011. This
derivative qualifies for hedge accounting as ipected to economically hedge the cash flows &sacwith future financing of debt in 2011. Asécember 31, 2010 the Company also had twelve
interest rate cap contracts totaling a notionalamhof $191.9 million that qualify for hedge accaing as they effectively limit the Company's expe@sto interest rate risk by providing a ceilingtbe
underlying variable interest rate for the Compa®2$3.3 million of tax exempt variable rate deBbhe carrying value of the forward-starting intenege swap contract was a liability of $2.9 milliand the
aggregate carrying value of the interest rate caypracts was an asset of $0.3 million.

During 2010, the Company settled $355 million insfard-starting swap contracts for $81.3 million ethivas applied to 10-year mortgage loans obtain@®10. The settlement of the forwastérting sw:
increased the average effective interest rate esetimortgage loans to 6.8%. During 2010, the Gomncurred $2.3 million in expense related toitteffectiveness of certain of the settled forwatalrtini
swap hedges, which is included in impairment aheéiotharges in the accompanying consolidated s&ateaf operations for the year ended December @102 No hedge ineffectiveness on cash flow t
was incurred during the years ended December 319 26d 2008.

During July 2010, the Company entered into a swapsaction (the "Swap") with respect to $38.0 willof tax-exempt bonds for the 101 San Fernanddrapat community (the "Bonds") with Citibank,
N.A. ("Citibank"). This swap is not designatedaalsedge; accordingly the change in fair value efdvap is recorded as a gain or loss in the Conpaopsolidated statement of operations. Under the
terms of the Swap, the Company pays a variable atregual to the SIFMA Index plus a fixed spreacaartional amount that starts at $35.2 million awdr the three-year term of the swap increases
ratably to $38.0 million. In return, Citibank pags amount equal to the coupon on the Bonds mieltifidly the outstanding par value of the bonds,®8@8llion. The Swap has a termination date of Jity
2013 and may be terminated by the Company at arytmbmmencing in one year and by Citibank if cereaiants occur. Upon termination of the swap, wéedarly or on the stated termination date, a
payment based on the change in value of the Boilbleagur. Should the Bonds decline in value frime $35.2 million value of the Bonds at the inceptof the swap, the Company will be obligated to
make a payment equal to 100% of the price depieniaiShould the Bonds increase in value, Citibaiikbe obligated to make a payment equal to apjnately 85% of the price appreciation. As of
December 31, 2010, the fair value of the swap wiabdity of $3.0 million.
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(10) Lease Agreements

The Company is a lessor for three commercial bujjgiand the commercial portions of 19 mixed usemonities. The tenants' lease terms expire at vaitiioes through 2024. The future minimum non-
cancelable base rent to be received under thesatopeleases for each of the years ending afteeBer 31 is summarized as follows:

('$in thousand$ Future Minimum Rent
2011 $ 7,032
2012 5,64t
2013 4,004
2014 3,88¢
2015 3,20(
Thereafter 10,41:

$ 34,17:

(11) Equity and Noncontrolling Interest Transactiors
Preferred Securities Offerings

As of December 31, 2010, the Company, either directthrough the Operating Partnership, has tiiekang cumulative preferred securities outstanding

Description Issue Date Liguidation Preference
7.875% Series | February 199¢ 1,200,000 unit: $ 60,00(
7.875% Series | April 1998 400,000 units $ 20,00(
7.8125% Series September 200 1,000,000 share $ 25,00(
4.875% Series ( July 2006 178,249 share $ 4,45¢

Dividends on the preferred securities are payabéetgrly. The holders of the securities have lichiteting rights if the required dividends are ine@rs. The preferred units are included in norrediittg
interests in the accompanying consolidated balaheets.

In September 2003, the Company issued 1,000,00@sbaits Series F Cumulative Redeemable Prefe&teck ("Series F Preferred Stock") at a fixed@of $24.664 per share, a discount from the $25.00
per share liquidation value of the shares. Theeshpay quarterly distributions at an annualized of 7.8125% per year of the liquidation value anelredeemable by the Company on or after Septembe
23, 2008. The shares were issued pursuant todhg@ny's existing shelf registration statement.

During the third quarter of 2006, the Company €9RB0,000 shares of 4.875% Series G Cumulative &tible Preferred Stock ("Series G Preferred Stpfik"gross proceeds of $149.5 million. Holders
may convert Series G Preferred Stock into sharéseo€ompany's common stock subject to certainitiond. The conversion rate was initially .183@us#s of common stock per the $25 share liquidation
preference, which is equivalent to an initial corsien price of approximately $136.62 per shareashimon stock (the conversion rate will be subje@djustment upon the occurrence of specified
events). On or after July 31, 2011, the Company, mader certain circumstances, cause some of tiledSeries G Preferred Stock to be convertedti@onumber of shares of common stock at the then
prevailing conversion rate. During the year enBedember 31, 2009, the Company repurchased $14Bi@mof Series G Preferred Stock at a discourpao value of $50.0 million. As of December 31,
2010, shares of Series G Preferred Stock with areagte liquidation value of $4.5 million were datgling.

Series B Units can be redeemed at the Companytopt
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Common Stock Offerings
For the year ended December 31, 2010, the Comsangd 2.4 million shares of common stock at anameeprice of $108.39, for $251.4 million, net cd§eand commissions. During 2009 and 2008, the
Company issued and sold 2.7 million and 1.2 milkbiares of common stock for $198.5 million and $84gillion, net of fees and commissions, respetfivdhe Company used the net proceeds from
sales to pay down debt, repurchase preferred stoo#t,redevelopment and development pipelines, aowuisitions, invest in marketable securities, famdyeneral corporate purposes.

Common Stock Repurchases

In August 2007, the Company's Board of Directorthaxized a stock repurchase plan to allow the Cawpa acquire shares in an aggregate of up to $#0i@n. During January 2008, the Company
repurchased and retired 143,400 shares of its canstoek for approximately $13.7 million. Duringlifeary 2009, the Company repurchased and retir8@86 shares of its common stock for

approximately $20.3 million at an average stockeof $57.89. The Company did not repurchasetinerany common stock for the year ended Deceibe?010.

(12) Net Income Per Common Share

Basic and diluted income from continuing operatipas share are calculated as follows for the yeaded December 3$ in thousands, except share and per share amQunts

2010

2009

2008

Weighted-
average
Common

Income Shares

Per
Common
Share

Amount

Weighted-
average
Common

Income Shares

Per
Common
Share

Amount

Income

Weighted-
average

Common
Shares

Per
Common
Share

Amount

Basic:

Income from
continuing
operations
available to
common
stockholders $

Income from
discontinued
operations
available to

common
stockholders

Effect of Dilutive
Securities (1)

33,764 29,667,06
- 29,667,06

33,764

- 67,31¢

Diluted:

Income from
continuing
operations
available to
common
stockholders (1 $

Add: noncontrolling
interests OP
unitholders (2)

Adjusted income
from continuing
operations
available to
common
stockholders (1

Income (loss) from
discontinued
operations
available to
common
stockholders

Add: noncontrolling
interests OP
unitholders (2)

Adjusted income
from
discontinued
operations
available to
common
stockholders

$

33,76¢

33,76¢ 29,734,38

= 29,734,38
33,764

1.14

74,22¢ 27,269,54

7,971 27,269,54

$

1.14

1.14

1.14

82,20(

4,22

2,477,06

$

74,22¢

3,50¢

77,731

7,971

71€

8,681
86,42«

29,746,61

29,746,61

2.7z

49,34(

3,55¢

$

3.01

2.61

0.3C
291

52,89¢

25,205,36

25,205,36

141,15¢

$

49,34(

49,34(

3,55¢

3,55¢
52,89¢

25,346,52

25,346,52

$

1.9¢

0.14

2.1C

1.9t

0.14
2.0¢

(1) Weighted convertible limited partnershiptsiof 2,293,886 and 2,461,426, which include véSeries Z incentive units , for the years endedeber 31, 2010 and 2008, respectively, were not
included in the determination of diluted EPS beeahgy were anti-dilutive. Weighted convertiblaited partnership units of 2,447,751, which inclwésted Series Z incentive units, for the year
ended December 31, 2009 were included in the detation of diluted EPS because they were dilutivEhe Company has the ability to redeem DownREfTitéd partnership units for cash and
does not consider them to be potentially dilutigewsities.
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Holders of the exchangeable bonds could exchandlee éhen applicable exchange rate, the bondsasin and, at Essex’s option, a portion of the boralsbe exchanged for Essex common stock;
the original exchange rate was $103.25 per shaEsséx common stock. During the year ended Dece81h@010 the Company repurchased the remainitgjanding exchangeable

bonds. During the year ended December 31, 20@9yéighted average common stock price did not ektee strike price (which was $101.07 as of Decar8tie 2009) and therefore common
stock issuable upon exchange of the exchangealds m@s not included in the diluted share courtha®ffect was anti-dilutive. December 31, 2008, weighted average common stock price
exceeded the strike price of $103.25 and therefonemon stock issuable upon exchange of the excladigeotes was included in the diluted share casithe effect was dilutive. The treasury
method was used to determine the shares to be &ddleel denominator for the calculation of earnipgsdiluted share.

Stock options of 123,164; 260,736; and 150,369Heryears ended December 31, 2010, 2009, and 288 ctively, were not included in the diluted @ags per share calculation because the
exercise price of these options were greater thamverage market price of the common shares éoyehrs ended and, therefore, were anti-dilutive.

All shares of cumulative convertible preferred &t&eries G have been excluded from diluted earrpegshare for the years ended 2010, 2009, and r2@p&ctively, as the effect was adiitistive.

(2) For the year ended December 31, 2009neenie allocated to convertible limited partnersaimifts including vested Series Z units have beeludted in income available to common stock holders
for the calculation of net income per common sisamee these units are included in the diluted wieiglaverage common shares for the that year assdisd in (1) abow

(13) Stock Based Compensation Plans

Stock Options and Restricted Stock

The Essex Property Trust, Inc. 2004 Stock Incerféilam provides incentives to attract and retaiicef§, directors and key employees. The Stocknitiae Plan provides for the grants of options tochast

a specified number of shares of common stock artgraf restricted shares of common stock. UndeiStock Incentive Plan, the total number of shawslable for grant is approximately 1,200,000.eTh
2004 Stock Incentive Plan is administered by then@ensation Committee of the Board of Directorse Tompensation Committee is comprised of indeperdiesctors. The Compensation Committee is
authorized to establish the exercise price; howeherexercise price cannot be less than 100%eofaih market value of the common stock on the gdate. The Company's options have a life of ten
years. Option grants for officers and employedly ftest between one year and five years aftegtiaat date

Stock-based compensation expense for options atricted stock under the fair value method tot&iéd million and $1.2 million for years ended Debem31, 2010 and December 31, 2009 and 2008
respectively. Stock-based compensation capitafizedptions and restricted stock totaled $0.2iomillfor each of the years ended December 31, 220@9 and 2008. The intrinsic value of the options
exercised totaled $2.9 million, $0.5 million, ardlZmillion, for the years ended December 31, 2@D09 and 2008, respectively. The intrinsic valfithe options outstanding and fully vested tot8@d’
million, $4.1 million, and $3.7 million, for the pes ended December 31, 2010, 2009 and 2008, résggct

Total unrecognized compensation cost related tested share-based compensation granted for stéichspotaled $0.4 million as of December 31, 20T@e unrecognized compensation cost is expected
to be recognized over a weighted-average periditof6 years for the stock option plans.
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The average fair value of stock options grantediferyears ended December 31, 2010 and 2009 wa3%a8d $5.24, respectively. No stock options vgeamted during 2008. The fair value of stock
options was estimated on the date of grant usiadthck-Scholes option pricing model with the feling weighted average assumptions used for grants:

2010 2009
Stock price $ 107.2. % 66.05-$84.9(
Risk-free interest rate 3.5(% 4.58%
Expected live: 10 year 10 year
Volatility 22.0(% 20.0(%
Dividend yield 3.8t% 4.85%

A summary of the status of the Company's stockooptians as of December 31, 2010, 2009, and 200&lzenges during the years ended on those dgtessiented below:

2010 2009 2008
Weighted- average Weighted- average Weighted- average
Shares exercise price Shares exercise price Shares exercise price
Outstanding at beginning of ye 37854. $ 82.0¢ 393,44: % 80.62 493,70. $ 79.8%
Grantec 18,21« 107.2: 32,25¢ 76.6¢ - -
Exercisec (78,387 63.97 (18,407 38.31 (78,000 62.62
Forfeited and canceled (17,739 105.4( (28,759 85.11 (22,260 97.3¢
Outstanding at end of year 300,64 88.11 378,54: 82.0Z 393,44: 80.62
Options exercisable at year € 265,77( 86.2¢ 329,90¢ 81.37 285,12¢ 74.2¢

The following table summarizes information abowtc&toptions outstanding as of December 31, 20109 20id 2008:

Options outstanding Options exercisable
Number Weighted- average Number
outstanding as of remaining Weighted- average exercisable as of ~ Weighted- average
Range of exercise price December 31, 201 contractual life exercise price December 31, 201 exercise price

$46.98- 71.30 67,60: 2.9 years $ 56.5¢ 67,60: $ 56.5¢
72.20- 125.84 228,79( 5.8 years 96.6¢€ 194,76¢ 95.8%
126.73 - 132.62 4,25( 6.1 years 130.1¢ 3,40(C 130.1¢
300,6: 5.1 years 88.11 265,77( 86.2¢

During 2010, 2009, and 2008 the Company issuedlb4 48,954, and 18,122 shares of restricted stespectively. The unrecognized compensation aasitgd under the restricted stock program of $3.6
million as of December 31, 2010 is expected todm@gnized straight-line over a period of 7 years.
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The following table summarizes information abouwtreted stock outstanding as of December 31, 22009 and 2008 and changes during the years ended:

2010 2009 2008
Weighted- average Weighted- average Weighted- average
Shares grant price Shares grant price Shares grant price
Unvested at beginning of ye 37,727 % 99.4: 30,30¢ % 119.3: 17,17¢  $ 123.2%
Grantec 14,41¢ 109.6: 18,95¢ 75.71 18,12: 116.0:
Vested (6,12€) 102.27 (5,647) 108.4¢ (2,262) 123.5¢
Forfeited and canceled (1,139 93.92 (5,889 116.8¢ (2,739 118.5¢
Unvested at end of year 44 .87 102.4¢ 37,727 99.4¢ 30,30+ 119.3:

Long Term Incentive Plan — Z Units

The Company has adopted an incentive program im@lhe issuance of Series Z Incentive Units anmieSe&-1 Incentive Units (collectively referredds "Z Units") of limited partnership interest ireth
Operating Partnership. Vesting in the Z Unitbased on performance criteria established in the. pThe criteria can be revised at the beginnfrtgeyear by the Board's Compensation Committéieeif
Committee deems that the plan's criterion is ureacble for any given year. The sale of Z Unitsaetractually prohibited. Z Units are convertibléo Operating Partnership units which are excleabip
for shares of the Company's common stock that ragg Imarketability restrictions. The estimated ¥ailue of a Z Unit is determined on the grant daté considers the company's current stock priee, th
dividends that are not paid on unvested units amduketability discount for the 8 to 15 years 6§ilidity. Compensation expense is calculated bjtiplying estimated vesting increases for the ey
the estimated fair value as of the grant dateites&l.00 purchase price.

Stock-based compensation expense for Z Units uheefair value method totaled approximately $2.8iom for the year ended December 31, 2010 and #1llfon for each of the years ended December
31, 2009 and 2008. Stock-based compensation tiapétdor Z Units totaled approximately $0.6 milio$0.4 million and $0.6 million, for the years eddDecember 31, 2010, 2009 and 2008,
respectively. The intrinsic value of the Z Unitsvested totaled $22.0 million as of December 31,020Total unrecognized compensation cost relaetWnits unvested under the Z Units plans tot$iéd
million as of December 31, 2010. The unamortizest ¢s expected to be recognized over the nextl®tgears subject to the achievement of the staefdrmance criteria.

The issuance of Z Units is administered by the Gamsption Committee which has the authority to $gledicipants and determine the awards to be made a maximum of 600,000 Z Units. For Z units
issued prior 2010, the conversion ratchet (accalfateas vesting) of the Z Units into common unitd] increase by up to 10% (up to 20% in certairtemstances following their initial issuance) etfee
January 1 of each year for each participating etkeezwho remains employed by the Company if the fany has met a specified "funds from operations'share target, or such other target as the
Compensation Committee deems appropriate, forioe year, up to a maximum conversion ratchet d%0 Z units issued in 2010 are discussed belole Operating Partnership has the option to re:
Z Units held by any executive whose employmenttieen terminated with either common units of ther@yieg Partnership or shares of the Company's camstack based on the theffective conversio
ratchet.

During 2001, the Operating Partnership issued ZWJeries Z Incentive Units of limited partner net to eleven senior executives of the Comparexahange for a capital commitment of $1.00 peres
Z Incentive Unit.

During 2004, the Operating Partnership issued 3&ries Zt Incentive Units of limited partner interest taifteen senior executives of the Company in exchéorgeash or a capital commitment of $1
per Series Z-1 Incentive Units. In 2005 an addaid7,000 Z-1 Units were granted to two seniorcesiges pursuant to the 2004 grant.
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During 2005, the Operating Partnership issued 8&&ies Zt Incentive Units of limited partner interest taifteen senior executives of the Company in exchéomgeash or a capital commitment of $1
per Series Z-1 Incentive Unit.

During 2010, the Operating Partnership issued DIBeries Z-1 Incentive Units (the "2010 Z-1 Unitsf limited partner interest to twenty executivégshe Company in exchange for cash from seven
executive officers of the Company, and a capitahmitment from the remaining thirteen executive$df00 per 2010 Z-1 Unit. The 2010 Z-1 Units arewveatible one-for-one into common units of the
Operating Partnership (which, in turn, are contégtinto common stock of the Company) upon theieatd occur of 100 percent vesting of the unitsharyear 2025. The conversion ratchet (accouioted
as vesting) of the 2010 Z-1 Units into common ynitill increase to 20 percent effective Januargdi 1 if the Company achieves the FFO target of%gef diluted share in 2010. Each year thereafter,
vesting of the 2010 Z-1 Units will be consistenttwthe Company's annual FFO growth, but is notetéels than zero or greater than 14 percent. The 2-1 Unit holders are entitled to receive 10cpat
of dividends distributed to common stockholder2@10, and if the Company achieves the FFO targg#af5 per diluted share in 2010, the 2010 Z-1 Haitlers will be entitled to 25 percent of annual
dividends paid in 2011. Each year thereafterpreent of distributions received by the 2010 Z+iitolders will increase by the same percentageuats that the 2010 Z-1 Units vesting increases,
provided that once the 2010 Z-1 Units holders rezéistributions of 30 percent, such distributi@rgentage will not increase further until the 2@0 Unit vesting is at the 30 percent level. Osgeh
vesting percentage is at the 30 percent level esutent distributions for the 2010 Z-1 Unit holdes be equal to the vesting percentage of the 2010Units.

The following table summarizes information abowt hUnits outstanding as of December 31, 2010 (fdénsands):

Long Term Incentive Plan- Z Units

Aggregate Intrinsic Weighted- average Weighted-average
Total Unvested Value of Unvested Total Outstanding Grant-date Fair Remaining Contractual
Total Vested Units Units Units Units Value Life
Balance, December 20! 213,20¢ 199,747 $ 15,96: 412,95: $ 39.3¢ 10.2 year:
Vested 37,72¢ (37,729 -
Balance, December 20! 250,92¢ 162,02 17,72: 412,95: 39.3¢ 9.2 years
Vested 37,72¢ (37,729 -
Balance, December 20! 288,65: 124,30: 8,984 412,95: 39.3¢ 8.2 year:
Grantec - 108,00( 108,00(
Vested 37,62¢ (37,629 -
Balance, December 2010 326,28( 194,67 $ 22,04: 520,95: $ 54.1¢F 11.2 years

(14) Segment Information

The Company defines its reportable operating setgrenthe three geographical regions in whichateraunities are located: Southern California, Narth@alifornia and Seattle Metro. Excluded from
segment revenues are communities classified irodtsaed operations, management and other feesdffilltes, and interest and other income. Nogrsent revenues and net operating income included
in the following schedule also consist of revenaaagated from commercial properties which are prilsnaffice buildings. Other non-segment assetduide investments, real estate under development,
cash and cash equivalents, marketable securitiéss meceivable, other assets and deferred charges.

F-29




Table of Content

ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2010, 2009 and 2008

The revenues and net operating income for eadheofeportable operating segments are summarizidl@ass for the years ended December 31, 2010, 2808 2008:

($in thousand$
Revenues
Southern Californii
Northern Californie
Seattle Metrc
Other real estate assets
Total property revenues

Net operating income
Southern Californii
Northern Californie
Seattle Metrc
Other real estate assets

Total net operating incomr

Depreciation and amortizatio
Southern Californii
Northern Californie
Seattle Metrc
Other real estate assets

Interest Expenst¢
Southern Californii
Northern Californie
Seattle Metrc
Other real estate assets

Management and other fees from affilia
General and administrati\

Impairment and other charg

Interest and other incon

Gain (loss) on early retirement of d¢
Equity (loss) income in «-investment:
Gain on sale of real estate

Income before discontinued operations
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Years Ended December 31

2010 2009 2008
20541 $ 206,16¢ $ 207,69
127,30: 121,58 119,88t

70,34¢ 71,06( 70,34¢
8,11/ 8,258 5,34(
411,18, $ 407,06 $ 403,26t
135,06¢ $ 137,34¢  $ 142,13
82,28¢ 80,27¢ 78,52¢
43,00¢ 44,60: 46,614
5,317 5,127 3,57¢
265,67 267,35. 270,85
(56,587 (53,93 (50,55€)
(42,730 (37,719 (34,84
(25,42 (22,819 (19,019
(4,967) (3,56¢) (5,287)
(129,71) (118,02) (109,70)
(41,126 (36,687) (31,576
(30,547) (29,699) (24,157
(11,539 (10,78%) (9,159
(4,389 (8,859 (20,177
(87,58%) (86,01¢) (85,06%)
4,551 4,32¢ 5,16€
(25,967) (28,06%) (27,689
(2,30) (13,089 (650)
27,84: 13,04¢ 11,33;
(10) 4,75( 3,997
(1,715) 67C 7,82(

= 102 4,57¢
50,78: $ 4505. $ 80,65:
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Total assets for each of the reportable operatiggnents are summarized as follow as of Decembe2®1 and 2009:

($ in thousand$ As of December 31
Assets: 2010 2009
Southern Californii $ 1,428,26. $ 1,239,65
Northern Californie 1,119,55! 923,10¢
Seattle Metrc 560,46: 417,70¢
Other real estate assets 80,72¢ 82,99¢
Net reportable operating segme- real estate asse 3,189,00: 2,663,461
Real estate under developm 217,53: 274,96"
Co-investment: 107,84( 70,78¢
Cash and cash equivalents, including restricted 35,69 37,93«
Marketable securitie 92,31( 134,84
Notes and other receivabl 49,44 36,30¢
Other non-segment assets 41,06( 36,34(
Total assets $ 3,732,888 $ 3,254,63

(15) 401(k) Plan

The Company has a 401(k) benefit plan (the "Plé"ll full-time employees who have completed signths of service. Employee contributions are kahiby the maximum allowed under Section 401(k)
of the Internal Revenue Code. The Company matitteeemployee contributions for non-highly compeedatersonnel, up to 50% of their contribution up tpecified maximum. Company contributions
to the Plan were approximately $0.3 million, $0.®@ion, and $0.3 million for the years ended Dece&mB1, 2010, 2009, and 2008, respectively.

(16) Commitments and Contingencies

At December 31, 2010, the Company had six non-dahleeground leases for certain apartment commasind buildings that expire between 2027 and 2080d lease payments are typically the greater
of a stated minimum or a percentage of gross iganerated by these apartment communities. Tot@hmim lease commitments, under land leases anapgleases, are approximately $1.6 million per
year for the next five year

To the extent that an environmental matter arisés identified in the future that has other tharemote risk of having a material impact on theficial statements, the Company will disclose thienesed
range of possible outcomes, and, if an outcomeobable, accrue appropriate liability for remediatand other potential liability. The Company witinsider whether such occurrence results in an
impairment of value on the affected property ahdpi impairment will be recognized.

Except with respect to three communities, the Camfeas no indemnification agreements from thirdiparfor potential environmental clean-up costssatommunities. The Company has no way of
determining at this time the magnitude of any ptiéétiability to which it may be subject arisingibof unknown environmental conditions or violasonith respect to the communities formerly owned by
the Company. No assurance can be given thategistivironmental studies with respect to any ofctimunities reveal all environmental liabilitiéisat any prior owner or operator of a Property rd
create any material environmental condition notvkndo the Company, or that a material environmertadition does not otherwise exist as to any amaare of the communities. The Company has
limited insurance coverage for the types of envinental liabilities described above.

The Company may enter into transactions that coeddire the Company to pay the tax liabilitiesto# partners in the Operating Partnership or iDt@nREIT entities. These transactions are within t

Company's control. Although the Company plans td liee contributed assets or defer recognitionasfi@n their sale pursuant to like-kind exchandesunder Section 1031 of the Internal Revenue Code
the Company can provide no assurance that it wikble to do so and if such tax liabilities wereuimed they may to have a material impact on thea@my's financial position.
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There have been a number of lawsuits in recensyagainst owners and managers of apartment comerialteging personal injury and property damagesed by the presence of mold in residential real
estate. Some of these lawsuits have resulted stauiial monetary judgments or settlements. The@my has been sued for mold related matters anddtded some, but not all, of such

matters. Insurance carriers have reacted to netdded liability awards by excluding mold relaigdims from standard policies and pricing mold esdments at prohibitively high rates. The Company
has, however, purchased pollution liability inswr@mwhich includes some coverage for mold. The @amy has adopted policies for promptly addressimgrasolving reports of mold when it is detected,
and to minimize any impact mold might have on restd of the property. The Company believes itsdnpolicies and proactive response to address aowkexistence, reduces its risk of loss from these
cases. There can be no assurances that the Comasiigentified and responded to all mold occumsenbut the company promptly addresses all knoworts of mold. Liabilities resulting from such rd
related matters are not expected to have a maseharse effect on the Company's financial conaljtiesults of operations or cash flows. As of Deler 31, 2010, potential liabilities for mold antther
environmental liabilities are not considered prdbaiy the loss cannot be quantified or estimated.

The Company carries comprehensive liability, fertended coverage and rental loss insurance for &abhe communities. Insured risks for comprehanBabilities covers claims in excess of $25,Q@0
incident, and property casualty insurance covessds in excess of a $5.0 million deductible peidart. There are, however, certain types of extliaary losses, such as, for example, losses fromrism
and earthquake, for which the Company does not imsugance. Substantially all of the communitieslacated in areas that are subject to earthquakes.

The Company is subject to various other lawsuith@normal course of its business operations.h &awsuits are not expected to have a materialragdveffect on the Company's financial conditiosputes
of operations or cash flows.
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(17) Quarterly Results of Operations (Unaudited)

The following is a summary of quarterly resultsoperations for 2010 and 200$ {n thousands, except per share and dividend atsgun

2010:
Total property revenues

Income before discontinued operations

Net income
Net income available to common stockholders

Per share dati
Net income
Basic

Diluted
Market price:
High
Low
Close
Dividends declared

2009:
Total property revenues

Income before discontinued operations

Net income
Net income available to common stockholders

Per share dati
Net income
Basic

Diluted
Market price:
High
Low
Close
Dividends declared
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Quarter ended

Quarter ended

Quarter ended

December 31 September 3C June 30 March 31

$ 108,03¢  $ 103,82: $ 99,61 $ 99,707
$ 8,62t $ 10,42¢ $ 13,86¢ $ 17,85¢
§ 8,62 ¢ 10,42¢ ¢ 13,86¢ ¢ 17,85¢
g 4,77¢ 9§ 6,377 9,48z 13,12}
$ 0.1€ $ 021 $ 03z $ 0.4
$ 0.1€ $ 021 $ 03z $ 0.4
$ 117.1:  $ 115.0¢ $ 113.0:  $ 93.9¢
$ 105.6( $ 92.6: $ 89.2: % 76.3¢
§ 114.2; ¢ 109.4¢ ¢ 97.5¢  § 89.9¢
g 1.05 ¢ 1.05 ¢ 1.05 ¢ 1.02
$ 100,000 $ 100,67C $ 102,47¢ $ 103,91«
$ 7,681 $ 23 8 16,55¢ $ 20,78
$ 10,60 $ 2,35C  $ 17,45.  $ 23,33%
$ 6,781 $ 21,74C  $ 11,41 $ 42,26
$ 024 $ 0.7¢ $ 04: $ 1.61
$ 024 $ 074 $ 04 $ 158
$ 883t $ 86.4¢ $ 718 $ 77.71

73.2¢ 55.9¢ 55.42 49.1¢

83.6% 79.5¢ 62.2% 57.3¢
$ 1.0 $ 1.0 $ 1.0 $ 1.02
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Financial Statement Schedule Il

Real Estate and Accumulated Depreciation

December 31, 2010
(Dollars in thousands)

Costs
Initial cost capitalized Gross amount carried at close of periot
Buildings and subsequent t Land and Buildings and Accumulated Date of Date Lives
Property Units Location Encumbrance Land improvements acquisition improvements improvements Total (1) depreciation construction acquired (years)
Encumbered apartment communit
Bonita Cedar: 12C Bonita, CA 2,49¢ $ 9,913 $ 1,387 $ 2,508 $ 11,292 13,79¢ $ 3,36 198: 12/02 3-30
Bristol Commons 18€ Sunnyvale, CA 5,27¢ 11,85! 3,057 5,29t 14,89t 20,18¢ 7,84¢ 198¢ 01/97 3-30
Bunker Hill 45€ Los Angeles, C/A 11,49¢ 27,87: 5,55€ 11,63¢ 33,28¢ 44,92t 15,45¢ 196¢ 03/9¢ 3-30
Castle Creel 21€ Newcastle, WA 4,14¢ 16,02¢ 2,994 4,83t 18,331 23,17: 8,93¢ 1997 12/97 3-30
Forest View 192 Renton, WA 3,731 14,53( 1,04¢ 3,731 15,57¢ 19,31( 4,057 199¢ 10/02 3-30
Meadowooc 32C Simi Valley, CA 7,852 18,59: 4,90z 7,89¢ 23,44¢ 31,34¢ 12,20¢ 198¢ 11/9¢ 3-30
Mira Monte 355 Mira Mesa, CA 7,168 28,45¢ 7,36¢ 7,18¢ 35,80z 42,98t 11,48¢ 198z 12/02 3-30
Mission Hills 282 Oceanside, C/ 10,09¢ 38,77¢ 3,41< 10,167 42,12« 52,29 8,49¢ 198¢ 07/0¢ 3-30
Trabucco Villas 132 Lake Forest, C/ 3,63¢ 8,64( 2,092 3,89 10,481 14,37( 5,26¢ 198¢ 10/97 3-30
Walnut Heights 162 Walnut, CA 4,85¢ 19,16¢ 2,042 4,881 21,181 26,06¢ 5,312 196¢ 10/0 3-30
Windsor Ridge 21€ Sunnyvale, CA 4,017 10,31t 5,34( 4,021 15,652 19,67: 10,71¢ 198¢ 03/8¢ 3-30
$  250,00( 64,78 204,14 39,197 66,04¢ 242,07, 308,12! 93,15¢

Carlyle, The 132 San Jose, C, 19,247 3,95¢ 15,277 9,954 5,801 23,38¢ 29,18t 7,84¢ 200¢ 04/0C 3-30
City View 56C Hayward, CA 65,31( 9,88 37,67C 22,64¢ 10,35( 59,852 70,20: 25,89¢ 197¢ 03/9¢ 3-30
Hillsborough Part 235 LaHabra, CA 39,20¢ 6,291 15,45¢ 1,45C 6,272 16,92¢ 23,19¢ 6,69¢ 199¢ 09/9¢ 3-30

Garden Grove,
Montejo 124 CA 13,76( 1,92¢ 7,688 2,29C 2,19¢ 9,70€ 11,90( 3,244 197¢ 11/01 3-30
Treehoust 164 Santa Ana, C/ 17,851 2,62¢ 10,48t 3,14t 2,957 13,29¢ 16,25¢ 4,31¢ 197¢C 11/01 3-30

Fountain Valley,
Valley Park 16C CA 23,361 3,361 13,42( 3,748 3,761 16,76% 20,52¢ 5,482 196¢ 11/01 3-30
Villa Angelina 25€ Placentia, CA 28,48( 4,49¢ 17,96: 3,591 4,967 21,09¢€ 26,05 6,757 197¢C 11/01 3-30

207,21t 32,53¢ 117,95 46,821 36,291 161,020 197,31 60,24

Alpine Village 30€ Alpine, CA 16,051 4,967 19,72¢ 3,38t 4,982 23,09¢ 28,08( 6,66¢ 1971 12/02 3-30
Anchor Village 301 Mukilteo, WA 10,75 2,49¢ 10,59¢ 9,85¢ 2,82¢ 20,121 22,95: 10,113 1981 01/97 3-30

Woodland Hills,
Avondale at Warner Cent 44€ CA 48,00z 10,53¢ 24,52; 16,20 10,601 40,66( 51,26: 17,957 197¢C 01/97 3-30
Bridgeport 184 Newark, CA 22,36: 1,60¢ 7,582 7,021 1,52¢ 14,68¢ 16,21: 9,822 1987 07/817 3-30
Barkley, The 161 Anaheim, CA 17,23% - 8,52( 5,104 2,358 11,271 13,62¢ 4,60¢ 1984 04/0C 3-30
Bel Air 462 San Ramon, C/ 57,64¢ 12,10t 18,25: 20,421 12,682 38,09¢ 50,77¢ 17,74¢ 198¢ 01/97 3-30
Belmont Statior 27 Los Angeles, C/ 30,04¢ 8,10( 66,66¢ 2,607 8,267 69,10€ 77,37% 6,922 200¢ 12/0¢ 3-30
Bella Villagio 231 San Jose, C, 39,51¢ 17,247 40,34 208 17,247 40,54¢ 57,79t 387 200¢ 09/1¢C 3-30
Brentwood 14C Santa Ana, C/ 19,90¢ 2,83 11,30¢ 5,07¢ 3,502 15,711 19,21« 4,68t 197¢C 11/01 3-30
Brighton Ridge 264 Renton, WA 15,231 2,62° 10,80( 4,56( 2,65€ 15,32¢ 17,98! 8,20¢ 198¢ 12/9€ 3-30
Brookside Oak: 17C Sunnyvale, CA 20,561 7,301 16,31( 19,27¢ 10,32¢ 32,55¢ 42,887 9,022 197¢ 06/0C 3-30
Cairns, The 10C Seattle, WA 11,16( 6,931 20,67¢ 201 6,93¢ 20,87¢ 27,817 2,49¢€ 200€ 06/07 3-30
Camarillo Oaks 564 Camarillo, CA 49,82¢ 10,95! 25,25¢ 6,542 11,07¢ 31,67« 42,74¢ 17,69« 198¢ 07/9¢ 3-30
Camino Ruiz Squar 16C Camarillo, CA 21,11C 6,871 26,11¢ 49¢ 6,931 26,551 33,48¢ 3,60€ 199 12/0€ 3-30
Canyon Oak: 25C San Ramon, C/ 29,77C 19,08¢ 44,47 813 19,08¢ 45,28¢ 64,37: 5,55¢ 200¢ 05/07 3-30
Canyon Pointt 25C Bothell, WA 14,97¢ 4,69z 18,28¢ 3,16 4,69t 21,452 26,14« 5,37« 199 10/02 3-30
Capri at Sunny Hill¢ 10C Fullerton, CA 18,41( 3,331 13,32( 6,098 4,04¢ 18,70¢ 22,75: 5,721 1961 09/01 3-30
Coldwater Canyol 39 Studio City, CA 5,704 1,674 6,64( 1,081 1,67€ 7,71¢ 9,398 1,212 197¢ 05/07 3-30
Courtyard off Mair 10¢ Bellevue, WA 16,69t 7,468 21,40t 1,00¢ 7,468 22,41% 29,87¢ 15¢ 200¢ 10/1C 3-30
Devonshire 27€ Hemet, CA 10,45( 3,47( 13,78¢ 2,172 3,482 15,94¢ 19,42¢ 5,00( 198¢ 12/0z 3-30
Eagle Rim 157 Redmond, WA 12,32¢ 4,75¢ 14,28t 1,69€ 4,751 15,981 20,73¢ 282 198¢ 06/1C 3-30
Emerald Ridge North 18C Bellevue, WA 10,172 3,44¢ 7,801 3,81( 3,44¢ 11,611 15,06( 6,831 1987 11/9¢ 3-30
Esplanade¢ 278 San Jose, C, 46,70¢ 18,17( 40,08¢ 4,82( 18,42¢ 44,647 63,07¢ 9,841 200z 11/04 3-30
Evergreen Height 20C Kirkland, WA 10,352 3,56€ 13,39¢ 3,597 3,64¢ 16,90¢ 20,55¢ 7,91¢ 199 06/97 3-30

(Continued)
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(Dollars in thousands)

Costs
Initial cost capitalized Gross amount carried at close of perioc
Buildings and  subsequent t Land and Buildings and Accumulated Date of Date Lives
Property Units Location Encumbrance Land improvements acquisition improvements  improvements Total @ depreciation  construction acquired (years)
Encumbered apartment communities (contint

Fairwood Ponc 194 Renton, WA 13,82¢ 5,29¢ 15,56+« 1,72C 5,297 17,28: 22,58( 3,832 1997 10/04 3-30
Fountain Parl 70% Playa Vista, CA 98,01¢ 25,07¢ 94,98( 19,82¢ 25,20 114,67t 139,87¢ 27,63t 200z 02/04 3-30
Harvest Parl 104 Santa Rosa, C: 11,08¢ 6,70( 15,47¢ 65E 6,69(C 16,14« 22,83¢ 2,147 2004 03/07 3-30
Hampton Placi 132 Glendale, CA 21,89 4,28¢ 11,08! 2,982 4,307 14,04: 18,351 5,62 197¢ 06/9¢ 3-30
Hidden Valley 324 Simi Valley, CA 31,65¢ 14,17: 34,06¢ 1,027 11,66 37,60z 49,26¢ 8,181 2004 12/04 3-30

Rancho Palos
Highridge 25t Verdes, CA 44,807 5,41¢ 18,347 18,52¢ 6,07% 36,217 42,291 14,35¢ 197z 05/917 3-30
Highlands at Wynhave 33% Issaquah, W/ 34,35 16,27: 48,93 3,127 16,27 52,05¢ 68,33( 4,257 200C 08/0¢ 3-30

Newbury Park
Hillcrest Park 60€ CA 71,81« 15,31¢ 40,60! 13,88¢ 15,75¢ 54,04¢ 69,80 22,79C 197¢ 03/9¢ 3-30

Huntington
Huntington Breaker 34z Beach, CA 39,88 9,30€ 22,72( 5,102 918y 27,81 37,12¢ 12,89¢ 1984 10/97 3-30
Inglenook Cour 224 Bothell, WA 8,30( 3,461 7,881 7,10€ 3,47¢ 14,98( 18,45¢ 8,41( 198t 10/94 3-30
Joule 29t Seattle, WA 46,16¢ 14,55¢ 69,417 - 14,55¢ 69,417 83,97¢ AL 201C 03/1C 3-30
Kings Roac 19€ Los Angeles, C/ 30,41 4,028 9,527 7,02¢ 4,031 16,54¢ 20,57¢ 7,181 197¢ 06/97 3-30
Le Parc Luxury Apartment 14C Santa Clara, C/ 12,96 3,09¢ 7,421 11,55: 3,092 18,96¢ 22,062 7,571 197¢ 02/94 3-30
Marbrisa 20z Long Beach, C/ 19,80« 4,70C 18,60¢ 2,34 4,76( 20,88¢ 25,64¢ 6,191 1987 09/02 3-30

Marina Del Rey.
Mirabella 18¢ CA 47,93t 6,18( 26,67 12,39¢ 6,27(C 38,97¢ 45,24¢ 11,80¢ 200C 05/0C 3-30
Mill Creek at Windermer: 40C San Ramon, C/ 51,51 29,55: 69,03 82¢ 29,55 69,86 99,417 7,74C 200¢ 09/07 3-30
Montclaire, The 39C Sunnyvale, CA 48,554 4,84: 19,77¢ 22,60 4,997 42,22% 47,221 25,49t 197¢ 12/8¢ 3-30
Monterey Villas 12z Oxnard, CA 13,05¢ 2,34¢ 5,57¢ 4,861 2,42¢ 10,36t 12,78¢ 4,447 1974 07/917 3-30
Park Place/Windsor Cout/Cochr 17€ Los Angeles, C/ 20,75 4,96t 11,80¢ 7,24¢ 5,01t 19,00z 24,017 8,991 198¢ 08/97 3-30
Park Hill at Issaqua 24t Issaquah, C/ 30,41z 7,28¢ 21,937 1,501 7,28¢ 23,43¢ 30,722 5,187 199¢ 02/9¢ 3-30
Palisades, Th 192 Bellevue, WA 21,90 1,56( 6,242 10,96( 1,56¢ 17,197 18,762 9,90 1977 05/9C 3-30
Pathway: 29€ Long Beach, C# 39,24¢ 4,08t 16,757 19,48:¢ 6,23¢ 34,08t 40,32 19,10: 197t 02/91 3-30
Pointe at Cupertino, Tt 11€ Cupertino, CA 12,41( 4,50¢ 17,60¢ 1,83C 4,50¢ 19,43t 23,94( 4,46¢ 1968 08/9¢ 3-30
101 San Fernanc 32% San Jose, C/ 32,881 4,17 58,96 77€ 4,17: 59,73¢ 63,917 832 2001 07/1C 3-30
Sammamish Viev 15 Bellevue, WA 10,22¢ 3,32¢ 7,501 6,290 3,331 13,78¢ 17,11¢ 7,52 198¢ 11/94 3-30
San Marco! 43z Richmond, CA 46,74% 15,56! 36,20¢ 25,801 22,86¢ 54,70¢ 77,57¢ 13,30¢ 2002 11/02 3-30
Stevenson Plac 20C Fremont, CA 22,59 99€ 5,582 9,731 1,001 15,318 16,31¢ 10,72: 1971 04/82 3-30
Stonehedge Villag 19€ Bothell, WA 13,14¢ 3,161 12,60¢ 4,192 3,201 16,76 19,962 7,74t 198¢ 10/97 3-30
Summerhill Park 10C Sunnyvale, CA 14,16¢ 2,65¢ 4,91¢ 1,60¢ 2,65€ 6,52¢ 9,18( 4,73¢ 198¢ 09/8¢ 3-30
Summit Park 30C San Diego, C# 19,90¢ 5,95¢ 23,67(C 3,14¢ 5,977 26,79¢ 32,77¢ 8,05( 1972 12/0z 3-30
Thomas Jefferso 15€ Sunnyvale, CA 18,84¢ 8,19 19,30¢ 2,362 8,191 21,66¢ 29,85¢ 238bY 196¢ 09/07 3-30
Tierra Vista 404 Oxnard, CA 59,43 13,65: 53,33¢ 1,62€ 13,66 54,95 68,61« 12,48¢ 2001 01/01 3-30
Boulevard 172z Fremont, CA 9,80( 3,52( 8,182 11,097 3,58( 19,22( 22,79¢ 9,06« 197¢ 01/9¢ 3-30
Vista Belveder¢ 76 Tiburon, CA 10,71¢ 5,57¢ 11,90! 3,26¢ 5,57¢ 15,16¢ 20,73¢ 3,75€ 1968 08/04 3-30
Wandering Cree 15€ Kent, WA 5,30C 1,28t 4,98( 4,38t 1,29¢ 9,35¢ 10,65( 5,35¢ 198€ 11/9% 3-30
Wilshire Promenad 14¢ Fullerton, CA 18,83( 3,11¢ 7,38t 5,897 3,797 12,60: 16,40( 6,14€ 199z 01/97 3-30
Wharfside Pointe 14z Seattle, WA 7,42€ 2,24% 7,02C 6,77( 2,25¢ 13,77: 16,03t 6,88 199C 06/94 3-30

2,072,97( 531,98t 1,693,82! 478,77t 554,89: 2,149,69! 2,704,59; 649,98¢
(Continued)
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES

Financial Statement Schedule Il
Real Estate and Accumulated Depreciation

December 31, 2010
(Dollars in thousands)

Costs
Initial cost capitalized Gross amount carried at close of perioc
Buildings and  subsequent t Land and Buildings and Accumulated Date of Date Lives
Property Units Location Encumbrance Land improvements acquisition improvements  improvements Total ) depreciation construction acquired (years)
Unencumbered apartment communit

Valley Village,
Allegro 96 CA 5,86¢ 23,971 237 5,86¢ 24,21« 30,08t 0.2801! 201C 10/1C 3-30
Alpine Country 10€ Alpine, CA 1,741 6,91 963 1,74¢ 7,872 9,61¢ 2,28( 198¢ 12/0z 3-30
Anavia 25C Anaheim, CA 15,92¢ 63,71 9 15,92¢ 63,72 79,64¢ 89 200¢ 12/1C 3-30
Axis 2300 11E Irvine, CA 5,40¢ 33,58t - 5,40¢ 33,58t 38,99( 32¢ 201C 08/1( 3-30
Bluffs Il, The 224 San Diego, C/ 3,40t 7,747 6,49(C 3,44: 14,19¢ 17,63¢ 5,462 1974 06/97 3-30
Belmont Terract 71 Belmont, CA 4,44¢ 10,29( 1,958 4,47 12,21t 16,68¢ 2,28€ 1974 10/0€ 3-30
Bridle Trails 10€ Kirkland, WA 1,50( 5,93( 5,742 1,531 11,64: 13,17: 5,04 198€ 10/97 3-30
416 on Broadwa 11£ Glendale, CA 8,551 34,23t 6 8,551 34,24: 42,79¢ 48 200¢ 12/1C 3-30
Cambridge 40 Chula Vista, CA 497 1,972 332 49¢ 2,30¢ 2,802 66¢S 196& 12/02 3-30
CBC Apartment: 148 Goleta, CA 6,28 24,000 1,902 6,28¢ 25,89¢ 32,18t 4,50€ 1962 01/0€ 3-30
Cedar Terrac 18C Bellevue, WA 5,54% 16,44: 3,191 5,652 19,52« 25,17¢ 4,45 1984 01/0¢ 3-30
Chimney Sweep Apartmer 91 Goleta, CA 5,55¢ 21,32( 1,702 5,61¢ 22,96: 28,58( 4,70¢ 1967 01/0€ 3-30
Chestnut Stree 96 Santa Cruz, C/ 6,582 15,68¢ 76¢ 6,582 16,45¢ 23,04( 1,34¢ 200z 07/0¢ 3-30
The Common: 264 Campbell, CA 12,55¢ 29,307 748 12,55¢ 30,05¢ 42,61( 467 1972 07/1C 3-30
Corbella at Juanita Bz 16¢ Kirkland, WA 5,801 17,41¢ 16 5,801 17,43: 23,23: 73 197¢ 11/1C 3-30
Country Villas 18C Oceanside, Ct 4,17¢ 16,58¢ 2,49¢ 4,181 19,06¢ 23,25¢ 5,781 197¢ 12/02 3-30
Monterra del So 85 Pasadena, C. 2,202 4,794 4,937 2,82¢ 9,10¢ 11,93¢ 3,431 1972 04/9¢ 3-30

Newport Beach
Fairways® 74 CA - 7,85(C 3,774 9 11,61¢ 11,62« 5,45¢ 1972 06/9¢ 3-30
Foothill Commons 36C Bellevue, WA 2,43t 9,821 28,51 2,44 38,321 40,767 15,38¢ 197¢ 03/9C 3-30
Foothill Gardens/Twin
Creeks 17€ San Ramon, C/ 5,87¢ 13,99: 4,062 5,96¢ 17,96 23,92¢ 9,47% 198t 02/97 3-30
Fountain Cour 32C Seattle, WA 6,702 27,30¢ 2,882 6,98t 29,90¢ 36,89( 11,48¢ 200C 03/0C 3-30
Fourth & U 171 Berkeley, CA 8,87¢ 52,35 - 8,87¢ 52,35 61,23( 1,151 201C 04/1C 3-30
Hampton Cour 83 Glendale, CA 2,407 5,672 1,93¢ 2,42¢ 7,58¢ 10,01« 2,917 1974 06/9¢ 3-30
Hillsdale Garden
Apartments 697 San Mateo, C/ 22,00( 94,68 7,561 22,24¢ 101,99¢ 124,24: 14,64¢ 194¢ 09/0€ 3-30

Santa Barbara,
Hope Ranch Collectio 108 CA 16,877 4,07¢ 1,21¢ 4,20¢ 17,96 22,16¢ 1,982 196& 03/07 3-30
Linden Squart 182 Seattle, WA 4,374 11,58¢ 2,257 4,20z 14,017 18,21¢ 5,13¢ 1994 06/0C 3-30
Lofts at Pinehurst, Th 118 Ventura, CA 1,57( 3,912 4,407 1,61¢ 8,271 9,88¢ 3,47¢ 1971 06/97 3-30
Magnolia Lang*) 32 Sunnyvale, CA - 5,43( 14€ - 5,57€¢ 5,57€ 66€ 2001 06/07 3-30
Marbella, The 60 Los Angeles, CA 2,82¢ 11,26¢ 2,857 2,871 14,08! 16,95: 3,09¢ 1991 09/0¢ 3-30

Marina Del Rey,
Marina City Club®) 101 CA - 28,167 4,43¢ - 32,60¢ 32,60¢ 7,87¢ 1971 01/04 3-30
Marina Cove®) 292 Santa Clara, C/ 5,32 16,43: 8,981 5,32¢ 25,41¢ 30,73¢ 13,937 1974 06/9¢ 3-30
Mariners Plact 105 Oxnard, CA 1,55¢ 6,108 1,944 1,56 8,041 9,602 3,264 1987 05/0C 3-30
Mesa Village 132 Clairemont, CA 1,88¢ 7,49¢ 864 1,89¢ 8,35¢ 10,25( 2,30¢ 1962 12/02 3-30
Monterra del Mal 122 Pasadena, C 2,18¢ 5,26t 4,35¢ 2,73 9,071 11,807 4,008 1972 09/97 3-30
Monterra del Re! 84 Pasadena, C. 2,312 4,92 4,60¢ 2,82% 9,01¢ 11,84« 3,60¢ 197z 04/9¢ 3-30

San Francisco,
Mt. Sutro 99 CA 2,33¢ 8,507 2,59 2,80¢ 10,62: 13,43: 4,63¢ 1972 06/01 3-30
Pinehurst?) 28 Ventura, CA 35E 1,35€ 353 6 2,05¢ 2,06¢ 55€ 1972 12/04 3-30
Regency at Encin 75 Encino, CA 3,18¢ 12,737 831 3,18¢ 13,567 16,75 51C 198¢ 12/0¢ 3-30
Salmon Run at Perry Cre: 132 Bothell, WA 3,711 11,48:¢ 898 3,801 12,29¢ 16,09¢ 4,22¢ 200C 10/0C 3-30
Santee Cout 165 Los Angeles, C# 6,177 24,71¢ 54 6,177 24,77C 30,947 172 2004 10/1¢C 3-30

Spring Valley,
Shadow Poin 172 CA 2,812 11,17( 1,88¢ 2,82( 13,05( 15,87: 3,97C 198¢ 12/02 3-30
The Laurels at Mill Cree 164 Mill Creek, WA 1,55¢ 6,43(C 5,63( 1,59¢ 12,02¢ 13,61¢ 5,411 1981 12/9¢ 3-30
The Granc 238 Oakland, CA 4,531 89,20¢ 23324 4,531 91,53 96,062 5,951 200¢ 01/0¢ 3-30
Tierra del Sol/Nort¢ 15€ El Cajon, CA 2,458 9,75 1,15¢ 2,46¢ 10,90¢ 13,36¢ 3,217 196¢ 12/0z 3-30
Tuscane 30 Tracy, CA 2,82¢ 6,59¢ 153 2,87( 6,71C 9,58( 812 2007 02/07 3-30
Vista Capri- North 10€ San Diego, C/ 1,66% 6,60¢ 76¢ 1,66¢ 7,372 9,041 1,98¢ 197¢ 12/0z 3-30
Waterford, The 238 San Jose, C; 11,80¢ 24,500 12,36 15,16¢ 33,50¢ 48,67 11,60: 200C 06/0C 3-30
Woodlawn Colonia 15¢ Chula Vista, CA 2,34¢ 9,311 1,607 2,351 10,91: 13,26: 3,17¢ 1974 12/0z 3-30
Woodland Common 23€ Bellevue, WA 2,04( 8,721 8,431 2,04¢ 17,16( 19,20« 9,83¢ 197¢ 03/9C 3-30
Woodside Village 145 Ventura, CA 5,331 21,03¢ 2,301 5,341 23,327 28,66¢ 4,82¢ 1987 12/0¢ 3-30

26,71¢ 2,072,97( 768,37 2,596,21: 636,43( 784,85¢ 3,216,16: 4,001,02; 861,72¢
(Continued)
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Financial Statement Schedule Il
Real Estate and Accumulated Depreciation
December 31, 2010
(Dollars in thousands)

Costs
Rentable Initial cost capitalized Gross amount carried at close of perio¢
Square Buildings and subsequent t Land and Buildings and Accumulated Date of Date Lives
Propert Footage Location Encumbrance Land improvements acquisition improvements improvements Total (1) depreciation construction acquired (years)
Other real estate asse
Office Buildings
Essex Hollywoot 35,000 Los Angeles, C/ 10,20( 13,80( 2,04¢ 10,20( 15,84 26,04¢ 3,14¢ 193¢ 07/0¢ 3-30
925 East Meado 17,400 Palo Alto, CA 1,401 3,17% 1,43¢ 1,857 4,158 6,011 2,762 198¢ 11/97 3-30
935 East Meado 14,50C Palo Alto, CA 1,29( 3,07¢ 3,39¢ 1,29C 6,47¢ 7,76€ 986 1967 12/07 3-30
17461 Derial 110,00 Irvine, CA 3,07¢ 12,31¢ 5,29( 3,10¢ 17,57¢ 20,68¢ 7,351 198¢ 07/0C 3-30
Woodland Hills,
22120 Clarendon 38,90( CA 902 3,60( 1,307 1,014 4,79¢ 5,81( 2,35¢ 1982 03/01 330
Total apartment communities and other real estgeta $ 2,07297( $ 78525( $ 2,632,17 $ 649,91( $ 802,32 $  3,265,01 $ 4,067,330 $ 878,33:
Costs
Initial cost capitalized Gross amount carried at close of periot
Buildings and subsequenttc Land and Buildings and Accumulated  Date of Date  Lives
Property Units Location Encumbrance Land improvements acquisition improvements  improvements Total @ depreciation construction acquired (years'
Other real estate assets (continu
Development
Projects®
North
Hollywood,
Muse 152 CA $ -$39,10C $ -$ 91€ $ 40,01¢  $ - $ 40,01¢ $ - 11/1C 09/1C -
Sunnyvale,
Via 284 CA - 22,000 - 55,26: 77,26: - 77,26. - 07/0¢ 04/0¢ -
Predevelopment
Projects 1,12€ various 9,77¢ 21,30( - 60,75¢ 82,05! - 82,05 - - - -
Land held for future
development 251 various - 8,83¢ - 9,361 18,20( - 18,20( - - - -
Consolidated
Development
Pipeline 1,81: $ 9,77£$91,23¢ $ -$ 126,29. $ 21753. $ - $ 21753 % -
(1) The aggregate cost for federal income tax purpissagproximately $2.80 billion (unauditet

(2
(3)
4
()
(6)
(7
®)

The land is leased pursuant to a ground leaseirg#082.
The land is leased pursuant to a ground leaseirg#027.
The land is leased pursuant to a ground leaseirg@070.
The land is leased pursuant to a ground leaseirg067.
A portion of land is leased pursuant to a grourdéeexpiri

ng in 202¢

The land is leased pursuant to a ground leaseiergpir 2028.
All construction costs are reflected as real estatier development in the Company's consolidaté&ahbe sheets during active development, or theeptdg in leas-up.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Financial Statement Schedule Il

Real Estate and Accumulated Depreciation

December 31, 2010
(Dollars in thousands)

A summary of activity for rental properties and arwilated depreciation is as follows:

2010 2009 2008 2010 2009 2008

Rental properties Accumulated depreciatiol

Balance at beginning of ye $ 3,412,930 3,279,78  $ 3,117,75! Balance at beginning of ye $ 749,46: $ 640,02 $ 541,98
Depreciation expense -

Improvement: 51,10: 79,09/ 87,49(  Acquisitions 2,50¢ 18 1,252
Depreciation expense -

Acquisition of real estat 387,30( 16,00(¢ 89,12( Developmen - - 557
Depreciation expense -

Development of real esta 216,00¢ 74,59( 103,79:  Discontinued operatior - 49t 3,59:
Depreciation and

amortization expense -

Disposition of real estate - (36,547) (118,37) Rental properties 126,36. 116,76. 104,43’

Balance at the end of year $ 4,067,33! 3,412,931 $ 3,279,78! Dispositions - (7,837 (11,800
Balance at the end of year $ 878,33 $ 749,46 $ 640,02¢

See accompanying report of independent registasblicpaccounting firm.
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S| GNATURES
Pursuant to the requirements of Section 13 of 16{the Securities Exchange Act of 1934, the Regsthas duly caused this report to be signedsonebalf by the undersigned, thereunto duly autkdri
ESSEX PROPERTY TRUST, IN(
(Registrant)

Date: February 24, 201

By: /S/ MICHAEL T. DANCE

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

By: /S/ BRYAN G. HUNT

Bryan G. Hunt
First Vice President, Chief Accounting Offic

KNOWN ALL PERSONS BY THESE PRESENTS, that each penshose signature appears below constitutes gomirgtg Michael J. Schall and Michael T. Dance, aadh of them, his attorney-in-fact,
each with the power of substitution, for him in aamd all capacities, to sign any amendments toRbjsort on Form 10-K and to file the same, withikith thereto and other documents in connection
therewith, with the Securities and Exchange Comiaris$ereby ratifying and confirming all that easfhsaid attorney-in-fact, or his substitute or gitb&es, may do or cause to be done by virtue Hereo

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpihe following persons on behalf of the Registrand in the capacity and on the date indicated.

Signature Title Date

/SI MICHAEL J. SCHALL Chief Executive Officer and President, and Director February 24, 2011
Michael J. Schal (Principal Executive Officer

IS/ KEITH R. GUERICKE Director, and Vice Chairman of the Board February 24, 2011

Keith R. Guericke

/S| GEORGE M. MARCUS Director and Chairman of the Board February 24, 2011
George M. Marcu

/S/ DAVID W. BRADY Director February 24, 2011
David W. Brady

/S ROBERT E. LARSON Director February 24, 2011
Robert E. Larsol

IS/ GARY P. MARTIN Director February 24, 2011
Gary P. Martir
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Signature Title Date
/SI 1SSIE N. RABINOVITCH Director February 24, 2011

Issie N. Rabinovitcl

/SI THOMAS E. RANDLETT Director February 24, 2011
Thomas E. Randle

/SI WILLARD H. SMITH, JR. Director February 24, 2011
Willard H. Smith, Jr
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EXHIBIT INDEX
Document

Articles of Amendment and Restatement of Essexddatee 22, 1995, attached as Exhibit 3.1 to thef@oyis Quarterly Report on Form 10-Q for the quateled June 30, 1995, and
incorporated herein by referen:

Articles Supplementary of Essex Property Trust, facthe 8.75% Convertible Preferred Stock, Set@36A, attached as Exhibit 3.1 to the Companyise®u Report on Form 8-K,
filed July 16, 1996, and incorporated herein bgrefice

First Amendment to Articles of Amendment and Restent of Essex Property Trust, Inc., attached &bix3.1 to the Company's 10-Q for the quarteresh8eptember 30, 1996, and
incorporated herein by referen:

Certificate of Correction to Exhibit 3.2 dated Ded®er 20, 1996; attached as Exhibit 3.4 to the CayipaAnnual Report on Form 10-K for the year enBedember 31, 1996, and
incorporated herein by referent

Articles Supplementary reclassifying 2,000,000 skarf Common Stock as 2,000,000 shares of 7.875#s32 Cumulative Redeemable Preferred Stock, fitét the State of
Maryland on February 10, 1998, attached as ExBiltito the Company's Current Report on Fo-K, filed March 3, 1998, and incorporated hereirréference

Articles Supplementary reclassifying 500,000 shaféSommon Stock as 500,000 shares of 9 1/8% S€riéemulative Redeemable Preferred Stock, fileth e State of Maryland ¢
November 25, 1998, attached as Exhibit 3.8 to then@ny's Annual Report on Form-K for the year ended December 31, 1998, and incatpd herein by referenc

Certificate of Correction to Exhibit 3.2 dated Redy 12, 1999, attached as Exhibit 3.9 to the CawgeCurrent Report on Form 10-K for the year endedember 31, 1998, and
incorporated herein by referen:

Articles Supplementary reclassifying 6,617,822 skarf Common Stock as 6,617,822 shares of Seriesidr Participating Preferred Stock, filed witle tBtate of Maryland on
November 13, 1998, attached as Exhibit 4.0 to the@ny's Annual Report on Form-K for the year ended December 31, 1998, and incatpd herein by referenc

Articles Supplementary reclassifying 2,000,000 skarf Common Stock as 2,000,000 shares of 9.30%s3I2rCumulative Redeemable Preferred Stock, filgh the State of Marylan
on July 30, 1999, attached as Exhibit 3.1 to then@any's 1-Q for the quarter ended June 30, 1999 and incotgatzerein by referenc

Articles Supplementary reclassifying 2,200,000 skarf Common Stock as 2,200,000 shares of 9.25%s3erCumulative Redeemable Preferred Stock, filith the State of Maryland
on September 9, 1999, attached as Exhibit 3.1ecCttimpany's 1-Q for the quarter ended September 30, 1999 andpncated herein by referenc

Certificate of Correction to Articles Supplementageglassifying 2,000,000 shares of Common Stock @30,000 shares of 9.30% Series D Cumulative RedBke Preferred Stock,
attached as Exhibit 3.1 to the Company's For-Q for the quarter ended March 31, 2000, and inaated herein by referenc

Articles Supplementary relating to the 7.8125% &eir Cumulative Redeemable Preferred Stock, atiaebeExhibit 3.1 to the Company's Current ReportFomrm 8K, filed
September 19, 2003, and incorporated herein byenede.

Articles Supplementary reclassifying 2,000,000 skarf 7.875% Series B Cumulative Redeemable PegfStock as 2,000,000 shares of Series B CumulReérdeemable Preferred
Stock, filed with the State of Maryland on Januady 2004, attached as Exhibit 3.16 to the Compdfy's1 10-K for the year ended December 31, 2008,ilmcorporated herein by
reference

Articles Supplementary reclassifying 2,000,000 skaif 9.30% Series D Cumulative Redeemable Pref@teck as 2,000,000 shares of Series D CumulRiadeemable Preferred
Stock, filed with the State of Maryland on Janubdy 2004, attached as Exhibit 3.17 to the Compdfy's 10-K for the year ended December 31, 2008, imcorporated herein by
reference
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10.4

10.5
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10.7
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10.9

10.10

Articles Supplementary of Essex Property Trust, teclassifying 5,980,000 shares of Common Stock 880,000 shares of 4.875% Series G Cumulativer€tible Preferred Stock,
attached as Exhibit 3.1 to the Company's CurrepbRen Form -K, filed July 27, 2006, and incorporated hereirréference

Second Amended and Restated Bylaws of Essex Pyoperst, Inc., dated as of September 16, 2008cla¢i as Exhibit 3.1 to the Company's Current Repoform 8-K, filed
September 22, 2008, and incorporated herein byeede.

Form of 4.875% Series G Cumulative Convertible &refd Stock Certificate, attached as Exhibit 4.theoCompany's Current Report on Forr{ &iled July 27, 2006, and incorporat
herein by referenct

Essex Property Trust, Inc. 1994 Stock IncentivenPlamended and restated), attached as Exhibitt@@e Company's Form 10-Q for the quarter endeé 30, 2000 and incorporated
herein by reference

Form of Essex Property Trust, Inc. 1994 Non-Empéoged Director Stock Incentive Plan, attached dstix10.3 to the Company's Registration Statensenfform S-11 (Registration
No. 33-76578), which became effective on June 6, 1994 jrsecatporated herein by referenc

Form of Indemnification Agreement between Essexitndirectors and officers, attached as Exhibi710 the Company's Registration Statement on Fexhi (Registration No. 33-
76578), which became effective on June 6, 1994 jraatporated herein by referen

Agreement between Essex Property Trust, Inc. aratggeM. Marcus dated March 27, 2003 attached a#Ext0.32 to the Company's Form 10-K for the yeaded December 31,
2002 and incorporated herein by referer

Essex Property Trust, Inc. 2004 Stock IncentivePddtached as Exhibit 10.1 to the Company's QugpfReport on Form 10-Q for the quarter ended BMe2004, and incorporated
herein by reference.

Indenture, dated October 28, 2005, by and amonegx&3moperty Trust, Inc., as Guarantor, Essex Patfo.P., as the Issuer, and Wells Fargo Bank, Nattached as Exhibit 10.1 to
Company's current report on Fori-K, filed November 2, 2005, and incorporated hetsimeference

Fourth Amended and Restated Revolving Credit Agerendated as of March 24, 2006, among Essex Hortfd®., Bank of America and other lenders as gpttherein, attached as
Exhibit 10.1 to the Company's Current Report omi6-K, filed March 31, 2006, and incorporated hereinréfgrence

Supplemental Indenture, dated November 1, 200hetdndenture, dated October 28, 2005, by and arfssgx Portfolio, L.P., Essex Property Trust, bred Wells Fargo Bank, N.A.,
attached as Exhibit 10.3 to the Company's Quarkeiyort on Form 1-Q for the quarter ended September 30, 2006, amipncated herein by referenc

First Amendment to Fourth Amended and Restated RigxpCredit Agreement, dated as of September 2872among Essex Portfolio L.P., Bank of Americd ather lenders as
specified therein, attached as Exhibit 10.1 toGbenpany's Quarterly Report on Form-Q for the quarter ended September 30, 2007, amdpocated herein by referenc

Agreement to Restructure Partnership Between Wesfeuntain View Il Investors, a California LimiteRartnership and Essex Portfolio, L.P., a Califotriraited Partnership and
Essex Property Trust, Inc., a Maryland Corporatiod Essex Management Corporation, a California @atfon and General Partners of the Partnershigcleed as Exhibit 10.2 to the
Company's Quarterly Report on Form 10-Q for therigua@nded September 30, 2007, and incorporategirhiey reference. (The related agreement to ressirel the Western-San Jose
IV Investors Limited Partnership, a California Liedl Partnership, has basically the same termseaexttibit and is not being filed, but will be fushied to the SEC upon reque
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10.20

10.21

10.22
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12.1

2005 Deferred Compensation Plan (as amended arsde@fsof Essex Portfolio, L.P., dated as of Deaen@) 2008, attached as Exhibit 10.1 to the Comga@yrrent Report on Form 8-
K, filed December 8, 2008, and incorporated hebgimeference.’

Executive Severance Plan of Essex Property Tnost, &mended and restated effective as of Dece@ihe2008, attached as Exhibit 10.2 to the Compadytsent Report on Form 8-K,
filed December 8, 2008, and incorporated hereinefigrence.’

Credit Agreement, dated as of November 17, 200&rzybetween Essex CAL-WA, L.P., as Borrower, andNnarq Capital, Inc., as Lender, attached ashitxh0.31 to the
Company's Annual Report on Form-K for the year ended December 31, 2008, and incatpd herein by referen:

Second Amended and Restated Agreement of Limiteah&ahip of Essex Portfolio, L.P., dated as of Nd@y 2009, attached as Exhibit 10.1 to the Comga@ytrent Report on Form 8-
K, filed May 27, 2009, and incorporated herein eference

Revolving Credit Agreement, dated as of Decembe2@89, by and among Essex Portfolio, L.P., PNCkBafational Association, as Administrative Agentyifg Line Lender and L/t
Issuer, and other lenders as specified thereimclatt! as Exhibit 10.1 to the Company's Current RepoForm K, filed December 21, 2009, and incorporated hebgineference

First Amendment to the Second Amended and ResfagegEment of Limited Partnership of Essex Portfdlid®., dated as of December 23, 2009, attachéklaibit 10.1 to the
Company's Current Report on Fori-K, filed December 30, 2009, and incorporated hebgineference.:

Amended and Restated 2004 Non-Employee Directoitf@ward Program, dated February 23, 2010, attdeseExhibit 10.3 to the Company's Quarterly ReporForm 10-Q for the
quarter ended March 31, 2010, and incorporatedrhbsereference.’

First Amendment to the Revolving Credit Agreemelated as of October 28, 2010, by and among EssefolRg L.P., PNC Bank, National Association, adrAinistrative Agent,
Swing Line Lender and L/C Issuer, and other lendsrspecified therein, attached as Exhibit 10thécCompany's Quarterly Report on Form 10-Q forggharter ended September 30,
2010, and incorporated herein by referel

First Amendment to the Revolving Credit Agreemelated as of October 28, 2010, by and among EssefolRg L.P., PNC Bank, National Association, adriinistrative Agent,
Swing Line Lender and L/C Issuer, and other lendsrspecified therein, attached as Exhibit 10thécCompany's Quarterly Report on Form 10-Q forgiharter ended September 30,
2010, and incorporated herein by referel

Equity Distribution Agreement, dated January 18, 2M®etween Essex Property Trust, Inc. and KeyRzapital Markets Inc., attached as Exhibit 10.2he® €ompany's Current Report
on Form &K, filed January 19, 2011, and incorporated hebgimeference

Equity Distribution Agreement, dated January 18, 2Metween Essex Property Trust, Inc. and Barclaystal Inc., attached as Exhibit 10.3 to the Canys Current Report on Form
8-K, filed January 19, 2011, and incorporated hebgimeference

Equity Distribution Agreement, dated January 18, 2M®etween Essex Property Trust, Inc. and BMO @hbiarkets Corp., attached as Exhibit 10.4 toGoenpany's Current Report
Form &K, filed January 19, 2011, and incorporated hebgimeference

Equity Distribution Agreement, dated January 18, 2M®etween Essex Property Trust, Inc. and Liquidne., attached as Exhibit 10.5 to the Compa@yigent Report on Form 8-K,
filed January 19, 2011, and incorporated hereinelfigrence

Equity Distribution Agreement, dated January 18 2M®etween Essex Property Trust, Inc. and MitduhisJ Securities (USA), Inc., attached as ExHibit6 to the Company's Current
Report on Form-K, filed January 19, 2011, and incorporated hebgimeference
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES

Schedule of computation of Ratio and Earnings to kied Charges and Preferred Stock Dividends
(Dollars in thousands, except ratios)

Earnings:

Income before discontinued operatic
Gain on sales of real est:

Interest expense

Total earnings

Fixed charges:

Interest expens

Capitalized interes

Preferred stock dividenc

Perpetual preferred unit distributions

Total fixed charges and preferred stock dividend:

Ratio of earnings to fixed charges (excluding prefeed stock dividends and
preferred unit distributions)

Ratio of earnings to combined fixed charges and pferred stock dividends

Exhibit 12.1

Year ended
December 31, Years ended December 3
2010 2009 2008 2007 2006
$ 50,78: 45,05: 80,65: $ 56,737 46,17«
- (103 (4,57¢) - -
87,58¢ 86,01¢ 85,06: 85,89¢ 78,70¢
$ 138,36 130,96! 161,13t $ 142,63¢ 124,87¢
$ 87,58¢ 86,01¢ 85,06: $ 85,89¢ 78,70¢
9,48¢ 10,46: 10,90¢ 5,13¢ 3,912
2,17¢ 4,86( 9,241 9,17¢ 5,14%
6,30( 6,30( 9,90¢ 10,23¢ 10,23¢
$ 105,54: 107,63¢ 115,12:  $ 110,44. 98,00!
1.43X 1.3€X 1.66X 1.57X 1.51X
1.31X 1.22X 1.4CX 1.2¢X 1.27X




©CONOOAWNE

List of Subsidiaries

Essex Portfolio, L.P., a California limited partsieip

Essex Management Corporation, a California corjpam:

Essex Palisades Facilitator, a California limitedtpershig

Essex Sunpointe Limited, a California limited parship

Essex Mirabella Marina Apartments, L.P., a Califafimited partnershij
Essex San Ramon Partners L.P., a California linpgathershig
Essex Fidelity | Corporation, a California corpavat

Essex Camarillo Corporation, a California corpana

Essex Camarillo L.P., a California limited partriepe

Essex Meadowood, L.P., a California limited parshgo

Essex Bunker Hill, L.P., a California limited pagtship

Essex Treetops, L.P., a California limited parthgr:

Essex Bluffs, L.P., a California limited partners

Essex Huntington Breakers, L.P., a California ledipartnershi
Essex Stonehedge Village, L.P., a California lishipartnershij
Essex Bridle Trails, L.P., a California limited peaarship
Fountain Court Apartment Associates, L.P., a Wagtbim limited partnershi
Essex Inglenook Court, LLC, a Delaware limited i company
Essex Wandering Creek, LLC, a Delaware limitedilighcompany
Essex Columbus, L.P., a California limited parthey:

Essex Lorraine, L.P., a California limited partrieps

Essex Glenbrook, L.P., a California limited parsiep

Essex Euclid, L.P., a California limited partneps

Richmond Essex L.P., a California limited partngs:

Essex Wilshire, L.P., a California limited partrigps

Essex Wynhaven, L.P., a California limited parthey:

Jackson School Village, L.P. a California limitearmershig

Mt. Sutro Terrace Associates Ltd., a Californiaifed partnershi
Essex Carlyle, L.P., a California limited partneps

Essex Dupont Lofts, L.P., a California limited peattship

ESG Properties | LLC, a Delaware limited liabildgmpany
Lineberry Sammamish, LLC, a Washington limited liiéocompany
Essex Cochran, L.P., a California limited partngr:

Essex Kings Road, L.P., a California limited parshép

Essex Le Parc, L.P., a California limited partng:

Essex Monterey Villas, L.P., a California limitedrmershig
Essex Monterey Villas, LLC, a Delaware limited liith company
Essex Jaysac Tasman, L.P., a California limitethpaship

JMS Acquisition, LLC, a Delaware limited liabiligompany
Western Blossom Hill Investors, a California linttpartnershiy
Western Los Gatos | Investors, a California limipsdtnershig
Western Highridge Investors, a California limiteaimershig
Western San Jose Il Investors, a California lihipartnershiy
Western Riviera Investors, a California limited tparship
Western Palo Alto Il Investors, a California lindtpartnershiy
Irvington Square Associates, a California limitedtpership
Western Seven Trees Investors, a California limgadnershiy
Western Las Hadas Investors, a California limitadmershig

San Pablo Medical Investors, LTD, a California tieda partnershi
Gilroy Associates, a California limited partners

Exhibit 21.1
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53.
54.
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60.
61.
62.
63.
64.
65.
66.
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80.
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88.
89.
90.
91.
92.
93.
94.
95.
96.
97.
98.
99.

100.
101.
102.
103.
104.
105.
106.
107.

The Oakbrook Company, a Ohio limited partners

Pine Grove Apartment Fund, LTD, a California linditgartnershiy
Valley Park Apartments, LTD, a California limitednpnershir
Fairhaven Apartment Fund, LTD, a California limiteartnershig
K-H Properties, a California limited partners

Villa Angelina Apartment Fund, LTD, a Californiarited partnershij
Essex Camarillo Oaks 789, L.P., a California limigartnershiy
Essex Emerald Ridge, L.P., a California limitedtparship

Essex Evergreen Heights, L.P., a California limipedtnershiy
Essex Sammamish View, L.P., a California limitedtpership

Essex Wharfside Pointe, L.P., a California limigedtnershig

Essex CAI-WA, L.P., a California limited partnersh

Essex Marina City Club, L.P., a California limitpdrtnershir

Essex Fountain Park Apartments, L.P., a Califoliméed partnershiy
Essex SPE, LLC, a Delaware limited liability compi

Essex MCC, LLC, a Delaware limited liability compye

Essex FPA, LLC, a Delaware limited liability compe

Essex Excess Assets TRS, Inc., a Delaware corpaol

Essex The Pointe, L.P., a California limited parshé

Essex Tierra Vista, L.P., a California limited peetship

EMC SPE, LLC, a Delaware limited liability compa

Essex Apartment Value Fund II, L.P., a Delawaretéohpartnershi|
Essex VFGP I, L.P., a Delaware limited partners

Essex Vista Belvedere, L.P., a California limitedtpershig

Essex Carlmont Woods Apartments, L.P., a Califolimiéted partnershij
Essex Harbor Cove Apartments, L.P., a Californidted partnershi|
Essex Parcwood Apartments, L.P., a California ahipartnershij
Essex Marbrisa Long Beach, L.P., a California ledipartnershi
Essex Regency Tower Apartments, L.P., a Califdim#ed partnershiy
Essex Marina City Club, LLC, a Delaware limitedbliity company
Essex Northwest Gateway, LLC, a Delaware limitedility company
Essex VFGP I, Inc., a Delaware corporat

Essex Lake Merritt, Inc., a California corporat

Essex Brighton Ridge, L.P., a California limitedtparship

Essex Canyon Pointe, L.P., a California limitedtiparship

Essex Tower 801 Apartments, L.P., a Californiat@dipartnershi
Essex Echo Ridge Apartments, L.P., a Californiatéchpartnershij
Essex Morning Run Apartments, L.P., a Californmited partnershiy
Essex Enclave Apartments, L.P., a California lishipartnershiy
Essex Fairwood Pond, L.P., a California limitedtpership

Park Hill, LLC, a Washington limited liability conapy

Essex Park Boulevard, L.P., a California limitedtpership

MDR Tower, LLC, a Delaware limited liability compygi

Essex NBN SPE, LLC, a Delaware limited liabilityngpany

Essex Gateway Management, LLC, a California limitebility company
Essex Eastridge, Inc., a California corpora

Essex Tracy Development, Inc., a California corgiore

Essex Property Financial Corporation, a Califoxuagporation
Northwest Gateway Apartments, L.P., a Californmaited partnershi
Essex Eastlake Union, L.P., a California limitedtparship

Essex Radford, L.P., a California limited partnéps

Essex Davey Glen Apartments, L.P., a Californisited partnershi|
Essex Renaissance Apartments, L.P., a Califormiadd partnershi
Essex Topanga Canyon, L.P., a California limitednsship

Essex Alderwood Park Apartments, L.P., a Califotimated partnershij
Essex View Pointe, LLC, a Delaware limited lialyiltompany




108.
109.
110.
111.
112.
113.
114.
115.
116.
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139.
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141.
142.
143.
144.
145.
146.

Essex Alamo, LLC, a Delaware limited liability coarpy

Essex Broadway, LLC, a Washington limited liabilitgmpany

View Pointe Homeowners Association, a Washingtapation

Essex HGA, LLC, a Delaware limited liability compe

Essex Hillsdale Garden Apartments, L.P., a Caliolimited partnershi
Essex Camino Ruiz Apartments, L.P., a Califormzaitiéd partnershi
Essex Harvest Park Apartments, L.P., a Califorinigtéd partnershi
Belmont Affordable Partners, L.P., a Californiaibied partnershij
Essex Chestnut Apartments, L.P., a California kehipartnershi

Essex Canyon Oaks Apartments, L.P., a Californigtdid partnershi
Essex Coldwater Canyon Apartments, L.P., a Calidoimited partnershi
Essex Esplanade, L.P., a California limited paghigr

Pacific Western Insurance, LLC, a Hawaii limiteability company
Essex Moorpark Apartments, L.P., a California ledipartnershi
Western Mountain View Il Investors, a Californienlted partnershi
Western San Jose IV Investors Limited Partnershipalifornia limited partnershi
Essex Berkeley t Street, L.P., a California limited partners|
Newport Beach North, LLC, a Delaware limited liadyilcompany
Essex Internet Realty Partners, G.P., a Califageigeral partnershi
Essex Summerhill Park, L.P., a California limiteattpershig

Essex Skyline, L.P., a California limited partneps

Essex San Fernando, L.P., a California limitedrpaship

Essex Eagle Rim, L.P., a California limited parsigp

Essex Hillcrest Park, L.P., a California limitedp&rship

Essex The Commons, L.P., a California limited penghip

Essex Derian, L.P., a California limited partneps

Essex Bella Villagio, L.P., a California limited naership

Essex NoHo Apartments, L.P., a California limitedtpershig

Essex Hillsborough Park, L.P., a California limitgatnershiy

Essex Santee Court, L.P., a California limited penship

Essex City View, L.P., a California limited partship

Essex Courtyard, L.P., a California limited parihep

Essex Corbella, L.P., a California limited partthps

Essex Anavia, L.P., a California limited partneps

Essex Waterford, L.P., a California limited parstep

Essex 416 on Broadway, L.P., a California limitedtpershir
RP/Essex Skyline Holdings, LLC, a Delaware limitiedbility company
Essex Valley Village Magnolia, LLC, a Delaware lted liability company
Essex Queen Anne, LLC, a Delaware limited liabiigmpany




Exhibit 23.1

Consent of Independent Registered Public Accountingirm

The Board of Directors
Essex Property Trust, Inc.:

We consent to the incorporation by reference inréggstration statements on Form S-3 (Nos. 333-285833-141726, 333-131276, 333-131178, and 333822 the registration statement on ForrB[5-
(No. 333-36029), and the registration statement§am S-8 (Nos. 333-123001, 333-122999, and 33346) of Essex Property Trust, Inc. of our repaidased February 24, 2011, with respect tc
consolidated balance sheets of Essex Property,Tincstand subsidiaries as of December 31, 20102809, and the related consolidated statementpefations, stockholdergquity, noncontrollin
interest and comprehensive income, and cash fifawgach of the years in the thrgear period ended December 31, 2010, the relatedidial statement schedule Ill, and the effectiser internal contr
over financial reporting as of December 31, 2010ictv reports appear in the December 31, 2010 anapalt on Form 10-K of Essex Property Trust, Inc.

/S| KPMG LLP
KPMG LLP

San Francisco, California
February 24, 2011




EXHIBIT 31.1

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

I, Michael J. Schall, certify that:

1. 1 have reviewed this annual report on Forr-K of Essex Property Trust, Inc

2. Based on my knowledge, this report doesontain any untrue statement of a material factnoit to state a material fact necessary to makstétements made, in light of the circumstancegund
which such statements were made, not misleadirty ne#tpect to the period covered by this reg

3. Based on my knowledge, the financial stateémend other financial information included ifstreport, fairly present in all material respetis financial condition, results of operations aash
flows of the registrant as of, and for, the peripdssented in this repo

4. The registrant’s other certifying officercahare responsible for establishing and maintamiisclosure controls and procedures (as definétkahange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defihin Exchange Act Rules 1-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and prresql or caused such disclosure control and proeseda be designed under our supervision, to erteatenaterial information relating to the
registrant, including its consolidated subsidiarissnade known to us by others within those esjtparticularly during the period in which thipoet is being prepare:

b) Designed such internal control over finah@gorting, or caused such internal controls direncial reporting to be designed under our suigém, to provide reasonable assurance
regarding the reliability of financial reportingdithe preparation of financial statements for exdepurposes in accordance with generally accegtedunting principles

c) Evaluated the effectiveness of the regissatisclosure controls and procedures and predenthis report our conclusions about the effeatizss of the disclosure controls and
procedures, as of the end of the period coveretiibyreport based on such evaluation;

d) Disclosed in this report any change in ggistrant’s internal control over financial repogithat occurred during the registrant’s most reéisoal quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that retenially affected, or is reasonably likely to mahy affect, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officerdahhave disclosed, based on our most recent et@tuaf internal control over financial reportintg, the registrant’s auditors and the audit commititthe
registran’s board of directors (or persons performing thewedent functions)

a) All significant deficiencies and materialakaesses in the design or operation of internarebaver financial reporting which are reasondliitgly to adversely affect the registrant’s
ability to record, process, summarize and repaetrftial information; an

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

Date: February 24, 201

/s/ Michael J. Scha

Michael J. Schal

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




EXHIBIT 31.2
ESSEX PROPERTY TRUST, INC.
Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002
I, Michael T. Dance, certify that:

1. 1 have reviewed this annual report on Forr-K of Essex Property Trust, Inc

2. Based on my knowledge, this report doesontain any untrue statement of a material factnoit to state a material fact necessary to makstétements made, in light of the circumstancegund
which such statements were made, not misleadirty ne#tpect to the period covered by this reg

3. Based on my knowledge, the financial stateémend other financial information included ifstreport, fairly present in all material respetis financial condition, results of operations aash
flows of the registrant as of, and for, the peripdssented in this repo

4. The registrant’s other certifying officercahare responsible for establishing and maintamiisclosure controls and procedures (as definétkahange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defihin Exchange Act Rules 1-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and prresql or caused such disclosure control and proeseda be designed under our supervision, to erteatenaterial information relating to the
registrant, including its consolidated subsidiarissnade known to us by others within those esjtparticularly during the period in which thipoet is being prepare:

b) Designed such internal control over finah@gorting, or caused such internal controls direncial reporting to be designed under our suigém, to provide reasonable assurance
regarding the reliability of financial reportingdithe preparation of financial statements for exdepurposes in accordance with generally accegtedunting principles

c) Evaluated the effectiveness of the regissatisclosure controls and procedures and predenthis report our conclusions about the effeatizss of the disclosure controls and
procedures, as of the end of the period coveretiibyreport based on such evaluation;

d) Disclosed in this report any change in ggistrant’s internal control over financial repogithat occurred during the registrant’s most reéisoal quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that retenially affected, or is reasonably likely to mahy affect, the registra’s internal control over financial reporting; &

5) The registrant’s other certifying officercahhave disclosed, based on our most recent et@tuaf internal control over financial reportintg, the registrant’s auditors and the audit commititthe
registran’s board of directors (or persons performing thewedent functions)

a) All significant deficiencies and materialakaesses in the design or operation of internarebaver financial reporting which are reasondliitgly to adversely affect the registrant’s
ability to record, process, summarize and repaetrftial information; an

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

Date: February 24, 201

/s/ Michael T. Danc

Michael T. Dance

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




Exhibit 32.1

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

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 1358pt#r 63 of title 18, United States Code), I, Mieha Schall, hereby certify, to the best of my
knowledge, that the Annual Report on Form 10-Ktha year ended December 31, 2010 (the “Form 10eKBssex Property Trust, Inc. fully complies wiltetrequirements of Section 13(a) or 15(d), as
applicable, of the Securities Exchange Act of 13&amended, and information contained in the P+ fairly presents, in all material respects, financial condition and results of operations e5&x
Property Trust, Inc. at the dates of and for theopls presented.

Date: February 24, 2011 /sl Michael J. Scha

Michael J. Schal

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




Exhibit 32.2

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

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 1358ptdr 63 of title 18, United States Code), |, MiehB. Dance, hereby certify, to the best of my
knowledge, that the Annual Report on Form 10-Ktha year ended December 31, 2010 (the “Form 10eKBssex Property Trust, Inc. fully complies wiltetrequirements of Section 13(a) or 15(d), as
applicable, of the Securities Exchange Act of 13&amended, and information contained in the P+ fairly presents, in all material respects, financial condition and results of operations e5&x
Property Trust, Inc. at the dates of and for theopls presented.

Date: February 24, 2011 /sl Michael T. Danc:

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




