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

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

The information furnished in the accompanying urigaadcondensed consolidated balance sheets, statenfeoperations and comprehensive
income, equity, and cash flows of the Company c#dlall adjustments which are, in the opinion ohagement, necessary for a fair
presentation of the aforementioned condensed ddasedl financial statements for the interim periadd are normal and recurring in nature,
except as otherwise noted.

The accompanying unaudited condensed consolidetaddal statements should be read in conjunctiibh the notes to such unaudited
condensed consolidated financial statements andayfanent's Discussion and Analysis of Financial @mmdand Results of Operations
herein. Additionally, these unaudited condensatsolidated financial statements should be readmjunction with the audited consolidated
financial statements included in the Company's ahraport on Form 10-K for the year ended Decen3liei2011.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets
(Unaudited)
(Dollars in thousands, except per 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-restrictec
Marketable securitie
Notes and other receivabl
Prepaid expenses and other as
Deferred charges, net

Total assets

Liabilities and Equity

Mortgage notes payab
Unsecured det
Lines of credi
Accounts payable and accrued liabilit
Construction payabl
Dividends payabli
Derivative liabilities
Other liabilities
Total liabilities
Commitments and contingenci
Cumulative convertible Series G preferred st
Equity:

Cumulative redeemable Series H preferred stodkjaitation value

Common stock, $.0001 par value, 656,020,000 slarmrized 35,070,620 and 33,888,082 shares it

and outstandin
Additional paic-in capital
Distributions in excess of accumulated earni
Accumulated other comprehensive loss, net
Total stockholders' equi
Noncontrolling interest
Total equity
Total liabilities and equity

December
June 30, 31,
2012 2011

$ 901,94: $ 860,66:

3,702,63 3,452, 40;
4,604,57. 4,313,06.
(995,31) (920,02f)
3,609,26. 3,393,03!
55,34: 44.,28(
436,23 383,41;
4,100,83! 3,820,73
4,13z 12,88¢
23,67¢ 22,57t
114,16¢ 74,27t
50,89t 66,36¢
26,85¢ 22,68:
18,55: 17,44¢

$ 4,339,111 $ 4,036,96

$ 1,61564! $ 1,745,85

615,00 465,000
257,10: 150,00
62,63¢ 48,32:
3,57¢ 6,50¢
43,70¢ 39,61
6,02z 3,061
20,72 20,52
2,624,41. 2,478,88
4,34¢ 4,34¢
73,75( 73,75(

3 3
2,017,44! 1,844,61.
(425,059) (408,06¢)
(72,919 (72,77)
1,593,22! 1,437,52
117,13( 116,20
1,710,35 1,553,72:

$ 4,339,111 $ 4,036,96

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

(Unaudited)

(Dollars in thousands, except per share amounts)

Revenues
Rental and other proper
Management and other fees

Expenses
Property operating, excluding real estate t¢
Real estate taxe
Depreciatior
General and administratiy
Cost of management and other fees

Earnings from operatior

Interest expense before amortizat
Amortization expens
Interest and other incon
Equity income (loss) in «-investment:
Gain on remeasurement of-investmen
Loss on early retirement of debt
Income from continuing operatiol
Income from discontinued operations
Net income
Net income attributable to noncontrolling interest
Net income attributable to controlling inter:
Dividends to preferred stockholde
Excess of cash paid to redeem preferred stock aitsl aver the
carrying value
Net income available to common stockholders

Comprehensive incorr
Comprehensive income attributable to noncontroliitgrest

Comprehensive income attributable to controllingiast

Per common share da
Basic:
Income from continuing operatiol
Income from discontinued operations

Net income available to common stockholders

Weighted average number of common shares outsigudiring the
period

Diluted:
Income from continuing operatiol
Income from discontinued operations

Net income available to common stockholders

Weighted average number of common shares outsiguldirng the
period

Dividend per common share

Three Months Ended

Six Months Ended

June 30, June 30,
2012 2011 2012 2011
$ 129,76 $ 114,90¢ $ 255,23¢ $ 226,11
2,79¢ 1,42( 5,24( 2,64k
132,56: 116,32¢ 260,47¢ 228,75¢
30,71¢ 28,94¢ 59,47( 56,78:
11,69¢ 10,82¢ 23,11: 21,41:
41,80! 37,25( 82,53t 73,90¢
5,764 5,38t 11,16¢ 10,65¢
1,611 1,07 3,251 1,997
91,59:¢ 83,47¢ 179,53 164,75¢
40,96¢ 32,84 80,94¢ 64,00(
(24,659 (22,710 (49,316 (44,519
(2,882 (2,736 (5,759 (5,590
5,45k 2,62¢ 7,86¢ 9,61¢
3,111 72¢€ 5,451 (647)
21,947 - 21,947 -
(1,450 (253 (1,450 (253
42,49( 10,50: 59,69: 22,60¢
- 5,551 10,03 5,957
42,49( 16,05: 69,72¢ 28,56(
(4,044 (2,304 (7,199 (5,857)
38,44¢ 13,74¢ 62,53¢ 22,70¢
(1,36¢) (1,475 (2,736 (2,019
- (1,949 . (1,949
$ 37,07¢ $ 10,32 $ 59,80( $ 18,74:
$ 39,98: $ 19,12: $ 69,57 $ 31,02(
(3,887 (2,506 (7,189 (6,017)
$ 36,09¢ $ 16,61¢ $ 62,39: $ 25,00¢
$ 1.07 $ 0.1¢ $ 147 $ 0.41
- 0.1€ 0.27 0.1¢
$ 1.07 $ 03z $ 1.74 $ 0.5¢
34,570,77 32,040,90. 34,299,33 31,754,94
$ 1.07 $ 0.1¢ $ 147 $ 0.41
- 0.1€ 0.27 0.1¢
$ 1.07 $ 03z $ 1.74 % 0.5¢
34,708,42 32,135,06. 34,430,57 31,844,00
$ 1.1C $ 1.04 $ 22C $ 2.0¢

See accompanying notes to the unaudited condensadldated financial statements.
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Balances at December
2011
Comprehensive incom
Net income
Change in fair value o
cash flow hedges
and amortization of
swap settlemen
Change in fair value o
marketable securitie
Issuance of common stc
under:
Stock option and
restricted stock plar
Sale of common stoc
Equity based
compensation cos
Contributions from
noncontrolling interes
Distributions to
noncontrolling interes
Redemptions of
noncontrolling interes
Common and preferred
stock dividends

Balances at June 30, 20

ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Condensed Consolidated Statement of Equity fosithenonths ended June 30, 2012
(Unaudited)
(Dollars and shares in thousands)

Distributions Accumulated

Series H Additional in excess of other
Preferred stock Common stock  paid-in  accumulated comprehensive Noncontrolling
Shares Amount Shares Amount capital earnings loss, net Interest Total
2,95C $73,75( 33,88t $ 3 $1,844,61. $ (408,06¢) $ (72,77) $ 116,20 $1,553,72
- - - - - 62,53¢ - 7,19¢ 69,72¢
- - - - - - 64¢€ 42 69C
- - - - - - (792 (52 (844)
- - 42 - 2,24( - - - 2,24(
- - 1,141 - 170,94 - - - 170,94«
- - - - (350 - - 1,161 811
- - - - - 2,40( 2,40(
- - - - - - - (9,139 (9,139
- - - - - - - (681) (681)
- - - - - (79,52%) - - (79,52%)
2,95C $73,75( 35,07. $ 3 $2,017,44' $ (425,059) $ (72,915 $ 117,13( $1,710,35!

See accompanying notes to the unaudited condenssdlzated financial statements.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows
(Unaudited)
(Dollars in thousands)

Six Months Ended

June 30,
2012 2011
Cash flows from operating activitie
Net income $ 69,72¢ $ 28,56(
Adjustments to reconcile net income to net caskigeal by operating activitie
Gain on sale of marketable securi (521) (4,549
Gain on remeasurement of-investmen (21,947 -
Loss on early retirement of de 1,45(C 258
Co-investment: 3,77C 2,12(
Amortization expens 5,754 5,59(
Amortization of discount on notes receivak (917) (87¢)
Amortization of discount on marketable securi (2,519 (2,299
Gain on the sales of real est (20,870 (5,859
Depreciatior 82,62¢ 74,54:
Equity-based compensatic 1,92t 1,05¢
Changes in operating assets and liabilit
Prepaid expenses and other as (4,420 (697)
Accounts payable and accrued liabilit 5,13: 5,29¢
Other liabilities 19t 1,20(
Net cash provided by operating activities 129,39. 104,35:
Cash flows from investing activitie
Additions to real estatt
Acquisitions of real esta (80,507) (38,959
Improvements to recent acquisitic (3,569 (11,809
Redevelopmer (17,227 (16,29¢)
Revenue generating capital expenditt (1,639 (1,220
Non-revenue generating capital expenditt (7,040 (7,717
Acquisitons of and additions to real estate uné@setbpmen (17,166 (65,695
Acquisition of membership interest in-investmen (85,000 -
Dispositions of real esta 27,80( 15,97:
Changes in restricted cash and refundable deg (1,805 (3,210
Purchases of marketable securi (34,369 (6,805
Sales and maturities marketable secur 5,07C 27,997
Collections of notes and other receivat 6,574 36¢
Contributions to c-investment: (114,746 (43,207
Distributions from co-investments 7,43( 45C
Net cash used in investing activities (316,179 (150,119
Cash flows from financing activitie
Borrowings under debt agreeme 762,58( 645,41¢
Repayment of del (671,159 (661,199
Additions to deferred charg: (2,627 (1,447
Payment to settle derivative instrume - (2,395
Net proceeds from issuance of Preferred stockeSét - 71,427
Retirement of Series B preferred ur - (78,800
Redemption of Series F preferred st - (25,000
Equity related issuance cc (2749) (597)
Net proceeds from stock options exerci 1,40C 5,98:
Net proceeds from issuance of common s 170,94« 168,59.
Contributions from noncontrolling intere 2,40( -
Distributions to noncontrolling intere (9,139 (9,667
Redemption of noncontrolling intere (681) (4,019
Common and preferred stock dividends paid (75,437 (67,497
Net cash provided by financing activities 178,02¢ 40,82+
Net (decrease) in cash and cash equiva (8,757 (4,949
Cash and cash equivalents at beginning of year 12,88¢ 13,75
Cash and cash equivalents at end of year $ 4,132 $ 8,80¢
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows
(Unaudited)
(Dollars in thousands)

2012 2011
Supplemental disclosure of cash flow informati
Cash paid for interest, net of $3.9 million, andS#illion capitalized in 2012 and 2011, respedjive  $ 4757 $ 43,59¢
Supplemental disclosure of noncash investing amghfiing activities
Transfer from real estate under development tafgmbperties $ 4,29¢ $ 40,78¢
Transfer from real estate under development towgestments $ 148,05: $ 48,88¢
Mortgage notes assumed in connection with purchafsesal estate including the loan premiums rectd $ 30,29¢ $ 10,50(
Contribution of note receivable to co-investment $ 12,32 % -
Change in accrual of dividends $ 4,097 $ 1,57(
Change in fair value of derivative liabilities $ 2,841 $ 1,83¢
Purchase of marketable securities pending settlemen $ 8,34 % >
Change in fair value of marketable securities $ 84t $ 2,28
Change in construction payable $ 2,93( $ 2,041
Non-cash contribution from noncontrolling interest $ - $ 80C

See accompanying notes to the unaudited condensadliated financial statements
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2012 and 2011
(Unaudited)
(1) Organization and Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements present the accounts of EgsgeRy Trust, Inc. (the “Company”),
which include the accounts of the Company and EBsetfolio, L.P. (the “Operating Partnership,” whibolds the operating assets of the
Company) and are prepared in accordance with i$erglly accepted accounting principles for intefimancial information and in
accordance with the instructions to Form 10-Qthiopinion of management, all adjustments necg$saa fair presentation of the financial
position, results of operations and cash flowsHerperiods presented have been included and amahand recurring in nature. These
unaudited condensed consolidated financial statessfiould be read in conjunction with the auditedsolidated financial statements
included in the Company's annual report on ForniKX06r the year ended December 31, 2011.

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

The unaudited condensed consolidated financigdmsigtts for the three and six months ended Jun203@ and 2011 include the accounts of
the Company and the Operating Partnership. Thep@agnis the sole general partner in the OperatargnBrship, with a 94.0% general
partnership interest as of June 30, 2012. Totar&mg Partnership units outstanding were 2,238a5d 2,229,230 as of June 30, 2012 and
December 31, 2011, respectively, and the redempadre of the units, based on the closing pricgkhefCompany’s common stock totaled
$344.6 million and $313.2 million, as of June 3012 and December 31, 2011, respectively.

As of June 30, 2012, the Company owned or had ashieinterests in 160 apartment communities, agdieg 33,015 units, excluding the
Company’s ownership in preferred interest co-inmestts, (collectively, the “Communities”, and indivally, a “Community”), five
commercial buildings and nine active developmenjegumts (collectively, the “Portfolio”).The Communities are located in Southern Califc
(Los Angeles, Orange, Riverside, San Diego, Saathd@a, and Ventura counties), Northern Califoftlia San Francisco Bay Area) and the
Seattle metropolitan area.

Marketable Securities

The Company reports its available for sale se@sriit fair value, based on quoted market pricegeflZfor the unsecured bonds and Level 1
for the common stock and investment funds, as ddfby the Financial Accounting Standards Board SBA) standard for fair value
measurements as discussed later in Note 1), andramglized gain or loss is recorded as other cehgrsive income (loss). Realized gains
and losses, interest and dividend income, and &matidn of purchase discounts are included in @geand other income on the condensed
consolidated statement of operations and compraleimcome.

As of June 30, 2012 and December 31, 2011, markesalourities consisted primarily of investmentdgrainsecured bonds, common stock,
investments in mortgage backed securities and imasd funds that invest in U.S. treasury or agesenyurities. As of June 30, 2012 and
December 31, 2011, the Company classified its tmvests in mortgage backed securities, which matuNovember 2019 and September
2020, as held to maturity, and accordingly, thesmisties are stated at their amortized cost. &stienated fair values of the mortgage backed
securities (Level 2 securities) are approximatejya to the carrying values.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2012 and 2011
(Unaudited)

As of June 30, 2012 and December 31, 2011 marlesadurities consist of the following ($ in thoussn

June 30, 201
Cost/ Gross
Amortized Unrealizec
Cost Gain(Loss) Fair Value
Available for sale
Investmer-grade unsecured bon $ 5227 $ 22) $ 5,20¢
Investment fund- US treasurie 15,38 59¢ 15,97¢
Common stocl 42,97( 721 43,69:
Held to maturity:
Mortgage backed securities 49,29 - 49,29:
Total $ 112,87 $ 1,292 $ 114,16t

December 31, 201

Cost/ Gross
Amortized Unrealized
Cost Gain Fair Value
Available for sale
Investmer-grade unsecured bon $ 3,61t $ 39¢ $ 4,014
Investment fund- US treasurie 11,78: 121 11,90«
Common stocl 10,067 1,552 11,61¢
Held to maturity:
Mortgage backed securities 46,73¢ - 46,73t
Total $ 72,200 $ 2072 $ 74,27"

The Company uses the specific identification mettwodetermine the cost basis of a security soldtamdclassify amounts from accumulated
other comprehensive income for securities sold. th@®three months ended June 30, 2012, the prodemd sales of available for sales
securities totaled $5.1 million which resulted iiG5 million gain. For the six months ended JudeZ®12 and 2011, the proceeds from sales
of available for sale securities totaled $5.1 milland $28.0 million, respectively, which resultedains of $0.5 million and $4.5 million,
respectively.

Variable | nterest Entities

The Company evaluates its investments in entitiefetermine whether such entities may be a variabdeest entity, or VIE, and, if a VIE,
whether it is the primary beneficiary and therefsineuld consolidate the VIE. Generally, an enstgétermined to be a VIE when either:

(1) the equity investment at risk is insufficieatfinance that entity's activities without addi@subordinated financial support, (2) the equity
holders, as a group, lack any of the following éhcbaracteristics: (i) the power, through votirghts or similar rights, to direct the activities
of the entity that most significantly impact theigrs economic performance , (ii) the obligatianabsorb the expected losses of the entity,
(iii) the right to receive the expected residualires of the entity, or (3) the equity investorsd&oting rights that are not proportionate to
their economic interests and the activities oféhgty involve or are conducted on behalf of arester with a disproportionately small voting
interest.

The Company consolidates 19 DownREIT limited paghips (comprising twelve communities) since thenpany is the primary beneficie
of these variable interest entities (“VIES”). TioBwnREIT units outstanding were 1,061,848 an®3,848 as of June 30, 2012 and
December 31, 2011, respectively, and the redempadre of the units, based on the closing pricekhefCompany’s common stock totaled
$163.4 million and $149.5 million, as of June 3012 and December 31, 2011, respectively. The diolaged total assets and liabilities
related to these VIEs, net of intercompany elimoret, were approximately $201.4 million and $17#ibion, respectively, as of June 30,
2012 and $199.8 million and $171.5 million, respety, as of December 31, 2011. Interest holdergIEs consolidated by the Company
allocated income equal to the cash payments matth@s$e interest holders. The remaining resultsgpefations are generally allocated to the
Company. As of June 30, 2012 and December 31,,2B&Company did not have any other VIEs of wlhiichas deemed to be the primary
beneficiary.

10
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2012 and 2011
(Unaudited)

Equity Based Compensation

The Company accounts for equity based compensasioig the fair value method of accounting. Théwested fair value of stock options
granted by the Company is being amortized ovewésting period of the stock options. The estimateaht date fair values of the long term
incentive plan units (discussed in Note 13, “Eqiiased Compensation Plans,” in the Company’s Fdi for the year ended December
31, 2011) are being amortized over the expectedcseperiods.

Stock-based compensation expense for options atricted stock totaled $0.4 million for the threenths ended June 30, 2012 and 2011,
and $0.8 million and $0.7 million for the six mosténded June 30, 2012 and 2011, respectively.infifiresic value of the stock options
exercised during the three months ended June 3@, &3d 2011 totaled $0.7 million and $2.0 millieespectively and $1.8 million and $3.0
million for the six months ended June 30, 2012 2011, respectively. As of June 30, 2012, thenstd value of the stock options
outstanding totaled $16.3 million. As of June 3012, total unrecognized compensation cost relatedvested share-based compensation
granted under the stock option and restricted gptehs totaled $4.9 million. The cost is expedtetle recognized over a weighted-average
period of 1 to 6 years for the stock option pland & expected to be recognized straight-line @wsears for the restricted stock awards.

The Company has adopted an incentive program imghkhe issuance of Series Z-1 Incentive Unitsrafted partnership interest in the
Operating Partnership. Stock-based compensatioense for Z-1 Units totaled $0.5 million and $0.dian for the three months ended June
30, 2012 and 2011, respectively and $1.1 milliod $0.5 million for the six months ended June 3@,28nd 2011, respectively. Stock-based
compensation for Z-1 units capitalized totaled $@iltion and $0.1 million for the three months eddrine 30, 2012, and 2011, respectively
and $0.3 million and $0.2 million for the six mostbnded June 30, 2012 and 2011, respectively.f Aisne 30, 2012, the intrinsic value of
the Z-1 Units subject to future vesting totaled 82aillion. As of June 30, 2012, total unrecogdiz®mpensation cost related to Z-1 Units
subject to future vesting totaled $9.2 million. €limamortized cost is expected to be recognizedtheenext fourteen years subject to the
achievement of the stated performance criteria.

Fair Value of Financial Instruments

The Company values its financial instruments basethe fair value hierarchy of valuation technigdescribed in the FASB's accounting
standard for fair value measurements. Level 1tmpte unadjusted, quoted prices in active marfkeiglentical assets or liabilities at the
measurement date. Level 2 inputs include quotieEgpfor similar assets and liabilities in activarkets and inputs other than quoted prices
observable for the asset or liability. Level Buts are unobservable inputs for the asset ofitiabiThe Company uses Level 1 inputs for the
fair values of its cash equivalents and its matiletaecurities except for unsecured bonds and mgetpacked securities. The Company |
Level 2 inputs for its investments in unsecureddspmortgage backed securities, notes receivablespayable, and derivative liabilities.
These inputs include interest rates for similaaficial instruments. The Company’s valuation methagly for the swap related to the
multifamily revenue refunding bonds for the 101 F&nnando apartment community, is described in rdetail in Note 8. The Company ¢
not use Level 3 inputs to estimate fair valuesmyf af its financial instruments. The Company’seassnent of the significance of a particular
input to the fair value measurement in its entiretyuires judgment, and considers factors spetcifihe asset or liability.

Management believes that the carrying amountsafritounts outstanding under lines of credit, negesivable and notes and other
receivables approximate fair value as of June B022nd December 31, 2011, because interest yadtts and other terms for these
instruments are consistent with yields and othensecurrently available for similar instruments.ahhgement has estimated that the fair \
of the Companys $1.79 billion of fixed rate debt, including unsesd bonds, at June 30, 2012 is approximately #il#6n and the fair valu

of the Company’s $439.0 million of variable ratétjeexcluding borrowings under the lines of creditJune 30, 2012 is $417.7 million based
on the terms of existing mortgage notes payablsecured bonds and variable rate demand notes cethfzathose available in the
marketplace. Management believes that the caringunts of cash and cash equivalents, restrietsiol @ccounts payable and accrued
liabilities, construction payables, other liab#iiand dividends payable approximate fair valuef dsine 30, 2012 due to the short-term
maturity of these instruments. The fair valuethef Company’s investments in mortgage backed dexgre approximately equal to the
amortized cost carrying value of these securitiarketable securities and both the note payahdetlae swap related to multifamily revenue
refunding bonds for the 101 San Fernando apartowmmunity, are carried at fair value as of June281,2, as discussed above and in Note
8.

11
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2012 and 2011
(Unaudited)

Capitalization Policy

The Company capitalizes all direct and certainrigxticosts, including interest and real estatestaxeurred during development and
redevelopment activities. Interest is capitalized®al estate assets that require a period ofttinget them ready for their intended use. The
amount of interest capitalized is based upon tleeame amount of accumulated development expenslitlineng the reporting

period. Included in capitalized costs are managemaccounting estimates of the direct and incresalepersonnel costs and indirect project
costs associated with the Company's developmenteatavelopment activities. Indirect project cagiasist primarily of personnel costs
associated with construction administration andettggment, including accounting, legal fees, andouar office costs that clearly relate to
projects under development. The Company’s capédlinternal costs related to development and eddpment projects totaled $1.1 million
during each of the three months ended June 30, 0d 2011, respectively, and $2.2 million and $filllon for the six months ended June
30, 2012 and 2011, respectively, most of whichtesléo development projects. These totals inctagbétalized salaries of $0.6 million for
both the three months ended June 30, 2012 and &&ddectively, and $1.3 million and $1.1 millionm &x months ended June 30, 2012 and
2011, respectively.

Co-investments

The Company owns investments in joint ventures-{fa@stments”) in which it has significant influendut its ownership interest does not
meet the criteria for consolidation in accordandth the accounting standards. Therefore, the Compacounts for these investments using
the equity method of accounting. Under the eqguigthod of accounting, the investment is carrietth@tcost of assets contributed, plus the
Company’s equity in earnings less distributionereed and the Company’s share of losses. Thefgignt accounting policies of the
Company’s co-investments entities are consistettt thbse of the Company in all material respe€tst preferred equity investments the
Company recognizes its preferred interest as equidarnings.

Upon the acquisition of a controlling interest af@investment, the cimvestment entity is consolidated and a gain os Iegecognized upt
the remeasurement of co-investments in the coratelidstatement of operations equal to the amounwtigh the fair-value of the co-
investment interest the Company previously owneazteds its carrying value.

A majority of the co-investments, excluding thefpreed equity investments, compensate the Compamiysfasset management services and
may provide promote distributions if certain finealeceturn benchmarks are achieved. Asset managdiees are recognized when earned,
and promote fees are recognized when the earnirgggshave occurred and the amount is determirzatzlecollectible.

Accounting Estimates and Reclassifications

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

Reclassifications for discontinued operations Hasen made to prior year statements of operaticiasitées in order to conform to current
year presentation. Such reclassifications havienpact on reported earnings, cash flows, totaltassetotal liabilities
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(2) Significant Transactions During the Second Quzer of 2012 and Subsequent Events
Acquisitions

In April, the Company purchased the joint ventuaetper's membership interest in the co-investmessieik Skyline at MacArthur Place, a 349
unit premier high-rise apartment community contagniuxury amenities located in Santa Ana, Califayfior a total purchase price of $85.0
million. During the second quarter, the Compargorded promote income of $2.3 million includednterest and other income on the
condensed consolidated statements of operatiomgeas a result of achieving certain performancdlbs as defined in the joint venture
agreement. Upon the acquisition of partaenembership interest, the property was consolidamel a gain on remeasurement of the Corr
co-investment interest of $21.9 million was recardgual to the amount by which the fair value & @ompany’s previously owned
noncontrolling interest exceeded its carrying vali@e secured $80.0 million loan was repaid easlpart of this transaction, and the prog

is now an unencumbered asset.

In June, the Company purchased Park Catalina,.a@@roperty located in the Koreatown submarkdt@d Angeles, California containing a
mix of studio, one and two bedrooms apartmentsafimtal purchase price of $23.7 million. Alsotta end of June, the Company purchased
The Huntington, a 276-unit property located in Hogtton Beach, California containing a pool, spimdss center and clubhouse, for a
purchase price of $48.3 million. The Company asslimn$30.3 million loan secured by the property fited rate of 5.7% for seven

years. The interest rate on the loan was unfal@@mpared to currently available market ratesifortgage loans, and thus in conjunct

with the purchase price allocation, the Companymed a $4.3 million loan premium to reflect thévidat fair value. This resulted in an
effective interest rate for this loan of 3.3%.

In July, the Company purchased Montebello, a 248prnperty located in Kirkland, Washington, comiag a mix of one, two and three
bedroom units and townhomes, for a purchase pfi§&20 million from a related party entity. Them@pany assumed a $26.5 million
mortgage loan secured by the property at a fixezloh5.6% for eight years. The interest ratetenlban was unfavorable compared to
currently available market rates for mortgage lpamsl thus in conjunction with the purchase pritecation, the Company is expected to
record a $4.1 million loan premium to reflect thebtlat fair value. This results in an effectiveenest rate for this loan of 3.1%.

Development

In April, the Company acquired an entity that ovarland parcel in Emeryville, California for the @ééspment of a 190-unit apartment and
total estimated costs of $58.2 million. Initialcopancy is expected in the third quarter of 2014.

In June, the Company in a co-investment partnensfitpthe Canada Pension Plan Investment Board 18P, acquired two adjacent land
parcels in San Francisco, California for the depalent of two nine story apartment communities daoirig a total of 463 units and
approximately 9,300 square feet of retail spadee Company expects initial occupancy in the secuadter of 2014 for a total estimated «
of $250 million. The Company holds a 55% noncdiitrg interest in the venture and will earn custoyn@anagement fees and may earn a
promoted interest if certain performance hurdleded®ed in the joint venture agreement are achieve

In July, the Company entered into an agreementitch@ase a 121-unit community under constructiovidtey Village a district of Los
Angeles, California. The Company made a $1.0 amllleposit and will take ownership of the propentgn receipt of a temporary certificate
of occupancy for total estimated costs of $37.8iom) which is expected in the first quarter of 201

Co-investments

In early July, the Company made a $14.0 milliorfgmred equity investment in a related party erttigt owns an apartment community

located in Cupertino, California. The investmeas fa preferred return of 9.5% and matures in Mdy20rhe Company will invest an
additional $4.0 million in preferred equity to funehovation costs.
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Common Stock

During the second quarter, the Company sold 920sk8tes of common stock for $139.4 million, netaihmissions, at an average per share
price of $152.94. Year to date through July, tleenany has sold 1,769,989 shares of common sted2f&8.2 million, net of commissions,
at an average price of $153.01.

Mortgage Notes Payable

During late June, the Company repaid $137.7 mililosecured mortgage loans with a weighted aveirggeest rate of 5.6% related to eight
communities with the net proceeds from the unsetnote offering announced in March 2012. Also,$B86.0 million Essex Skyline secured
loan was repaid in April. The Company incurreds®illion in losses from early retirement of dedmd these nine communities are now
unencumbered assets.

Unsecured Term Loan

In July, the Company increased the capacity dhitsyear, $200 million unsecured term loan to $8&0ion, and the tiered pricing structure
was reduced from LIBOR + 142.5 basis points to LBB®130 basis points. The $150 million of additibfunds can be drawn between A
and December 31, 2012.

Unsecured Line of Credit

In May, the Company amended its $425 million unseduevolving credit facility by increasing the bmwing capacity to $500 million. The
amended facility, which matures in December 20b5fains two one-year extension options and an dowofeature that allows the
Company to borrow up to $600 million. Based on@uenpany's current BBB credit rating, the faciligrries an interest rate of LIBOR + 1
basis points and a facility fee of 20 basis points.

I nterest Rate Swaps
During the second quarter, the Company enteredritéoest rate swap contracts with an aggregatemadtamount of $125 million. The first
$50 million notional amount effectively convertdebtinterest rate on the remaining $50 million & $200 million term loan originated in the

fourth quarter of 2011 to a fixed rate of 2.46%heTemaining $75 million notional amount effectivéked $75 million of the Company’s
unsecured line of credit at 2.2%.
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(3) Co-investments

The Company has co-investments, which are accodotethder the equity method. The co-investmemis,mperate and develop apartment
communities.

The following table details the Company's co-inwestts (dollars in thousands):

December
June 30, 31,
2012 2011
Investments in joint ventures accounted for underequity method of accountir

Membership interest in Wesct $ 83,91¢ $ 75,58¢
Partnership interest in Fund 61,56( 64,29¢
Membership interest in a limited liability compatiat owns Essex Skyline at MacArthur Place - 24,06:

Total operating co-investments 145,47¢ 163,94!
Membership interests in limited liability compantbat own and are developing Epic, Lync, Elkhomd

Folsom and Fiftt 130,87( 62,897
Membership interest in a limited liability compatiat owns and is developing Ex 18,51¢ 17,98
Membership interests in limited liability compantbat own and are developing Fountain at La Breh

Santa Monica at La Brea 15,83( 15,19«

Total development co-investments 165,21¢ 96,07
Membership interest in Wesco Il that owns a prefdequity interest in Parkmerced  with a peeférr

return of 10.1% 89,98¢ 88,07¢
Preferred interests in limited liability compantest own apartment communities in downtown Los

Angeles with preferred returns of 9% and 1 22,79: 22,79:
Preferred interest in a related party limited ligpicompany that owns Madison Park at Anaheim waith

preferred return of 13% 12,75k 12,52¢

Total preferred interest investments 125,53: 123,39!
Total co-investments $ 436,23( $ 383,41.
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The combined summarized balance sheet and statewfenperations for co-investments, which are antedifor under the equity method,
are as follows (dollars in thousands).

December
June 30, 31,
2012 2011

Balance sheet:
Rental properties and real estate under develop $ 1,62527. $ 1,659,07
Other assets 77,87¢ 63,84

Total assets $ 1,703,15 $ 1,722,92
Debt $ 838,00 % 900,09!
Other liabilities 59,91t 48,51¢
Equity 805,23: 774,31,

Total liabilities and equity $ 1,703,15 $ 1,722,92!
Company's share of equity $ 436,23 $ 383,41

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011

Statements of operatior

Property revenue $ 28,23: $ 24,08: $ 62,55¢ $ 42,59¢

Property operating expenses (10,029 (9,719 (23,16¢6) (17,695

Net property operating incon 18,20¢ 14,36¢ 39,39( 24,90

Interest expens (7,792 (10,549 (16,337 (15,410

General and administrati\ (920 (38) (1,716 (1,027

Depreciation and amortization (8,876 (9,949) (22,777) (18,006)

Net income (loss) $ 61€ $ (6,165 $ (1,435 $ (9,537)

Company's share of net income (loss) $ 3,111 $ 726 $ 5451 $ (647)

(4) Notes and Other Receivables

Notes receivable secured by real estate, and otbeivables consist of the following as of JuneZm,2 and December 31, 2011 (dollar
thousands):

December
June 30, 31,
2012 2011
Note receivable, secured, bearing interest at 984, in full January 201 $ - 8 7,331
Note receivable, secured, bearing interest at 5dif November 2011 87t 12,42¢
Note receivable, secured, bearing interest at 8ckbb,December 201 10,92 10,92¢
Note receivable, secured, bearing interest at LIBCER0%, due December 20 6,372 6,422
Note receivable, secured, bearing interest at 8du® November 201 971 971
Note receivable, secured, effective interest & @ue February 201 18,07¢ 17,64¢
Note receivable, secured, bearing interest at 4du December 2012 3,212 3,221
Note and other receivables from affilia 4,68t 2,73¢
Other receivables 5,78¢ 4,68¢

$ 50,89t $ 66,36¢

(1) $12.4 million note receivable was contributedhe Elkhorn co-investment during the first geadf 2012. An additional $0.9  million
note was funded in the second quarter of 2012 wivixh contributed to the co-investment in the tiqudrter.
(2) During the first quarter 2012, the Company adeehthe loan secured by Vacationer RV Park to etiea maturity date to Decemt



2014. Beginning January 1, 2012 the note whichehearrying value of $3.2 million, bears interesa @aate of 4%, and the borrower will fund
an impound account for capital replacement.
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(5) Related Party Transactions

Management and other fees from affiliates inclu@gmagement, development and redevelopment feescoanvestments of $2.8 million ar
$1.4 million during the three months ended June28@2 and 2011, respectively, and $5.2 million $d million for the six months ended
June 30, 2012 and 2011, respectively. All of tHess are net of intercompany amounts eliminatethbyCompany.

The Company’s Chairman and founder, Mr. George Mgris the Chairman of The Marcus & Millichap Compawhich is a holding
company for certain real estate brokerage ser@ndsther subsidiary companies including PacifibadrResidential (“PUR”). During July
2012, the Company invested $14.0 million as a prefleequity interest investment in an entity adfiid with PUR that owns an apartment
community in Cupertino, California. The investméas a preferred return of 9.5% and matures in 2H6. The Company will invest an
additional $4.0 million in preferred equity to funehovation costs. Independent directors on thagamy’s Board of Directors approved the
investment in this entity.

Also during July 2012, the Company acquired Moniteba 248 unit apartment community in Kirkland, $tngton for $52.0 million from &

entity affiliated with PUR. The Company assume®P6.5 million mortgage loan secured by the propatta fixed rate of 5.6% for eight
years. Independent directors on the Com’s Board of Directors approved the acquisitionhag tapartment community.
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(6) Segment Information

The Company defines its reportable operating setgranthe three geographical regions in whichgestanent communities are located:
Southern California, Northern California and SeaiMletro. Excluded from segment revenues are ptiegariassified in discontinued
operations, management and other fees from affliand interest and other income. Non-segmeshtms and net operating income
included in the following schedule also consistefenue generated from commercial properties. rQibe-segment assets include co-
investments, real estate under development, cashaah equivalents, marketable securities, notesvable, other assets and deferred
charges.

The revenues, net operating income, and asse¢sbdr of the reportable operating segments are stirgdaas follows for the three and six
months ended June 30, 2012 and 2011 (dollars ustrals):

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Revenues
Southern Californii $ 61,35¢ $ 55,33C $ 119,91¢ $ 109,19:
Northern Californie 42,57( 36,55( 84,19: 71,86%
Seattle Metrc 22,66¢ 20,21( 44,977 39,96¢
Other real estate assets 3,171 2,81¢ 6,15: 5,08¢
Total property revenues $ 129,76! $ 114,90t $ 255,23¢ $ 226,11-
Net operating income
Southern Californii $ 41,107 $ 36,17 $ 80,937 $ 71,55¢
Northern Californie 29,22¢ 24,09¢ 58,16¢ 47,43¢
Seattle Metrc 14,84 12,77+ 29,67 25,33:
Other real estate assets 2,17¢ 2,08¢ 3,87¢ 3,591
Total net operating incon 87,34¢ 75,13t 172,65t 147,91¢
Management and other fees from affilia 2,79¢ 1,42C 5,24( 2,64
Depreciatior (41,809 (37,250) (82,53%) (73,909
General and administrati\ (5,769 (5,385 (11,169 (10,659
Cost of management and other f (1,617 (1,079 (3,25)) (2,999
Interest expense before amortizat (24,659 (22,710 (49,316 (44,519
Amortization expens (2,882 (2,736 (5,759 (5,590
Interest and other incon 5,45¢ 2,62¢ 7,86¢ 9,61¢
Equity income (loss) from ~investment: 3,111 72€ 5,451 (647)
Gain on remeasurement of-investmen: 21,947 - 21,947 -
Loss on early retirement of debt (1,450 (259) (1,450 (259)
Income from continuing operations $ 42,49 $ 10,50: $ 59,69. $ 22,60¢
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Total assets for each of the reportable operatiggnents are summarized as follows as of June 3@ 20d December 31, 2011:

Assets:
Southern Californi:
Northern Californie
Seattle Metrc
Other real estate assets
Net reportable operating segme- real estate asse
Real estate under developm
Cash and cash equivalel
Marketable securitie
Cao-investments
Notes and other receivabl
Other non-segment assets
Total assets

(7) NetIncome Per Common Share
(Amounts in thousands, except per share and uta) da

Three Months Ended
June 30, 201

December
June 30, 31,
2012 2011
$ 1,682,45 $ 1,478,01:
1,247,57 1,241,32!
589,65 579,61
89,571 94,08¢
3,609,26: 3,393,03:i
55,34: 44,28(
27,81( 35,46:
114,16¢ 74,27°¢
436,23( 383,41:
50,89¢ 66,36¢
45,41( 40,127
$ 4,339,111 $ 4,036,96

Three Months Ended

June 30, 2011

Weighted- Per Weighted- Per
average Common average Common
Common Share Common Share
Income Shares Amount Income Shares Amount
Basic:
Income from continuing operations
available to common stockholde $ 37,07¢ 3457 $ 1.07 5,13¢ 32,04 0.1¢€
Income from discontinued operatio
available to common stockholdel - 34,57 - 5,19( 32,04 0.1€
37,07¢ $ 1.07 10,32¢ 0.32
Effect of Dilutive Securities (1) 54 137 - 94
Diluted:
Income from continuing operations
available to common stockholde 37,13 34,70¢  $ 1.07 5,13¢ 32,13¢ 0.1€
Income from discontinued
operations available to common
stockholders - 34,70¢ - 5,19( 32,13¢ 0.1€
$ 37,13: $ 1.07 10,32¢ 0.32
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Six Months Ended Six Months Ended
June 30, 2012 June 30, 2011
Weighted Per Weighted Per
Average Common Average Common
Common Share Common Share
Income Shares Amount Income Shares Amount
Basic:
Income before discontinued
operations available to common
stockholders $ 50,37¢ 34,29¢ $ 147 $ 13,18: 31,75 $ 0.41
Income from discontinued operatia
available to common stockholdel 9,421 34,29¢ 0.27 5,56( 31,75 0.1¢
59,80( $ 1.74 18,74: $ 0.5¢
Effect of Dilutive Securities (1) 10¢€ 132 - 89
Diluted:

Income from continuing operations

available to common stockholdel

@ 50,481 34,43: 147 % 13,18: 31,84« 0.41
Income from discontinued

operations available to common

stockholders 9,421 34,43 0.27 5,56( 31,84« 0.1¢
$ 59,90¢ $ 1.74 $ 18,74 $ 0.5¢

(1) Weighted average convertible limited partnershipsunf 2,239,057 and 2,230,354, which includese@S8eries Z incentive units,
the three months ended June 30, 2012, and 20hkateeely, and 2,242,112 and 2,230,354 for thersixaths ended June 30, 2012
and 2011, respectively, were not included in thereination of diluted EPS because they were dhttide. Income allocated to
convertible limited partnership units, which inchsdvested Series Z units, aggregating $2.5 midiwh $1.0 million for the three
months ended June 30, 2012 and 2011, respectaady$4.1 million and $1.6 million for the six moatanded June 30, 2012 and
2011, respectively, have been excluded from incamatlable to common stock holders for the calcatatf diluted income per
common share since these units are excluded frerditited weighted average common shares for tHegas the effect was anti-
dilutive. The Company has the ability to redeenwBREIT limited partnership units for cash and doesconsider them to be
potentially dilutive securities

Stock options of 29,500 and 41,250 for the thresesix months ended June 30, 2011, respectivelye wet included in the diluted
earnings per share calculation because the effectarnings per share were -dilutive.

All shares of Series G cumulative convertibleferred stock have been excluded in diluted easnireg share for the three and six
months ended June 30, 2011, as the effect we-dilutive.

(8) Derivative Instruments and Hedging Activities

The Company uses interest rate swaps and intatestap contracts to manage certain interestisi® mhe valuation of these instruments is
determined using widely accepted valuation techegggacluding discounted cash flow analysis on ttpeeted cash flows of each derivative.
This analysis reflects the contractual terms ofdérvatives, including the period to maturity, arsks observable market-based inputs,
including interest rate curves. The fair valueitdrest rate swaps are determined using the mar&etiard methodology of netting the
discounted future fixed cash receipts (or paymeants))the discounted expected variable cash payr@mtsceipts). The variable cash
payments (or receipts) are based on an expectttiiture interest rates (forward curves) derivienirf observable market interest rate curves.
The Company incorporates credit valuation adjustmtmnappropriately reflect both its own nonperfare risk and the respective
counterparty’s nonperformance risk in the fair ealmeasurements.

During the fourth quarter of 2011, the Company etteénto four interest rate swap contracts wittaggregate notional amount of $150
million that effectively fixed the interest rate $&50 million of the $200 million unsecured termaroat 2.66% through November

2016. During the second quarter, the Companyreai@to interest rate swap contracts with an agggeenotional amount of $125

million. The first $50 million notional amount efftively converted the interest rate on the remai$i50 million of the $200 million term
loan originated in fourth quarter of 2011 to a fixate of 2.46%. The remaining $75 million notibamount effectively fixed $75 million of
the Company’s unsecured line of credit at 2.2%esEnderivatives qualify for hedge accounting.
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As of June 30, 2012 the Company also had twelezést rate cap contracts totaling a notional amotiit.87.8 million that qualify for hed
accounting as they effectively limit the Compangigosure to interest rate risk by providing a ogilon the underlying variable interest rate
for $202.3 million of the Company'’s tax exempt edle rate debt. As of June 30, 2012 and Decenhe2(®. 1 the aggregate carrying value
of the interest rate swap contracts was a liabdlft$5.0 million and $1.4 million, respectively,cathe aggregate carrying value of the interest
rate cap contracts was an asset of $0.1 milliongn2 million, respectively.

During July 2010, the Company entered into a swapsaction (the “Swap”) with respect to $38.0 roiiliof tax-exempt bonds for the 101
San Fernando apartment community (the “Bonds”) @itibank, N.A. (“Citibank”). This swap is not dgeated as a hedge; accordingly the
change in fair value of the swap is recorded aaia @r loss in the Company’s consolidated stateraEoperations. Under the terms of the
Swap, the Company pays a variable amount equbkt8-MA Index plus a fixed spread on a notionabant that starts at $35.2 million and
over the three-year term of the Swap increaseblyata $38.0 million. In return, Citibank pays amount equal to the coupon on the Bonds
multiplied by the outstanding par value of the Barf38.0 million. The Swap has a termination dédtéuly 12, 2013 and may be terminated
by the Company at anytime commencing in July 20id.tay Citibank if certain events occur. Upon teration of the Swap, whether early or
on the stated termination date, a payment basédeochange in value of the Bonds will occur. SHdbke Bonds decline in value from the
$35.2 million value of the Bonds at the inceptidritee Swap, the Company will be obligated to malgagment equal to 100% of the price
depreciation. Should the Bonds increase in valitdhank will be obligated to make a payment egoapproximately 85% of the price
appreciation. As of June 30, 2012 and Decembe2@11 the fair value of the Swap was a liabilitysdf1 million and $1.8 million,
respectively.

(9) Discontinued Operations

The Company classifies real estate as "held f&" selhen the sale is considered to be probable.

During the first quarter of 2012, the Company shilefra Del Sol/Norte, a 156 unit community locatedhe San Diego, California for $17.2
million for a gain of $7.0 million. Also in therft quarter, the Company sold Alpine Country, a @68 community located in San Diego

metropolitan area, for $11.1 million for a gain&¥.9 million.

The components of discontinued operations aremagtlbelow and include the results of operationgiferespective periods that the
Company owned such assets, as described abovar&iolithousands).

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Rental revenue $ - $ 1,006 $ 60€ $ 2,347
Property operating expens - (459) (260) (1,029
Depreciation and amortization - (2617) (94) (63€)
Income from real estate sc - 28¢€ 254 687
Gain on sal¢ - 5,85¢ 10,87( 5,85¢
Internal dispositon costs - (589) (1,087 (589)
Income from discontinued operations $ - 9 5551 $ 10,037 $ 5,952

(10) Commitments and Contingencies

As of June 30, 2012, the Company had six non-cabtebround leases for certain apartment commugratiel buildings that expire between
2027 and 2080. Land lease payments are typidadgteater of a stated minimum or a percentageassgents generated by these apartment
communities. Total minimum lease commitments, utaied leases and operating leases, are approxyn®&dtés million per year for the next
five years.
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To the extent that an environmental matter arisés identified in the future that has other thammote risk of having a material impact on
the financial statements, the Company will disclitgeestimated range of possible outcomes, afaah, dfutcome is probable, accrue an
appropriate liability for remediation and other gutial liability. The Company will consider wheth&rch occurrence results in an impairment
of value on the affected property and, if so, immaint will be recognized.

Except with respect to three communities, the Camieas no indemnification agreements from thirdiparfor potential environmental
clean-up costs at its communities. The Companyibasgay of determining at this time the magnituflary potential liability to which it
may be the subject, arising out of unknown envirental conditions or violations with respect to toenmunities formerly owned by the
Company. No assurance can be given that existimgamental studies with respect to any of the eumities reveal all environmental
liabilities, that any prior owner or operator oPeoperty did not create any material environmeewadition not known to the Company, or
that a material environmental condition does nbentise exist as to any one or more of the comnamitThe Company has limited
insurance coverage for the types of environmeighllities described above.

The Company may enter into transactions that mawyire the Company to pay the tax liabilities of fggtners in the Operating Partnershi
in the DownREIT entities. These transactions athimthe Companys control. Although the Company plans to hold toetdbuted assets
defer recognition of gain on their sale pursuarikie-kind exchange rules under Section 1031 of the maddRevenue Code, the Company
provide no assurance that it will be able to deusd if such tax liabilities are incurred they maywé a material impact on the Company’s
financial position.

There have been a number of lawsuits in recensyagainst owners and managers of apartment comasialteging personal injury and
property damage caused by the presence of mok&sidantial real estate. Some of these lawsuits festdted in substantial monetary
judgments or settlements. The Company has beehfsuenold related matters and has settled sontejdiwall, of such matters. Insurar
carriers have reacted to mold related liability edgaby excluding mold related claims from standaoticies and pricing mold endorsement
prohibitively high rates. The Company has, howeparchased pollution liability insurance, whiclelides some coverage for mold. The
Company has adopted policies for promptly addrgsai resolving reports of mold when it is detected! to minimize any impact mold
might have on residents of the property. The Caompieelieves its mold policies and proactive respdiesaddress any known existence,
reduces its risk of loss from these cases. Thamebe no assurances that the Company has iderdifidesponded to all mold occurrences,
but the company promptly addresses all known repuirinold. Liabilities resulting from such moldated matters are not expected to have a
material adverse effect on the Company’s finanmialdition, results of operations or cash flows. oAdune 30, 2012, potential liabilities for
mold and other environmental liabilities are nonsidered probable or the loss cannot be quantifiexstimated.

The Company carries comprehensive liability, feetended coverage and rental loss insurance for@&abe communities. Insured risks for
comprehensive liabilities covers claims in exces$190,000 per incident, and property casualtyiasce covers losses in excess of a $1.0
million deductible per incident. There are, howeweartain types of extraordinary losses, suchasxXample, losses from terrorism and
earthquake, for which the Company does not hawgamee. Substantially all of the communities arated in areas that are subject to
earthquakes.

The Company provides loan and construction congleguarantees in order to fulfill the lenders’ stard financing requirements related to
the construction of the Company’s co-investmenettgyments. The Company provided a payment guardatdhe counterparties in relation
to the total return swaps entered into by the jeeriture responsible for the development of thenkain at La Brea and Santa Monica at La
Brea communities. Further the Company has guagdrtempletion of development and made certain skatvice guarantees for Fountain at
La Brea and Santa Monica at La Brea. The outstgnlgiillance for the loans is included in the detat item in the balance sheet of the co-
investments included in Note 3. The payment guagais for the payment of the amounts due to thetesoparty related total return swaps
which are scheduled to mature in September andrbleee2016. The maximum exposure of the guararsted dune 30, 2012 was $38.7
million based on the aggregate outstanding debuamo

The outstanding balance for the construction Igandluded in the debt line item in the balanceesloé the co-investments included in Note
3. The construction completion guarantee is ferlifle of the loan, which is scheduled to matureloly 1, 2014, with two, ongear extensio
options at the Expo joint ventuseoption. As of June 30, 2012, the Company wasmpliance with all terms of the construction I@a the
construction of the community is expected to be gleted on time and within budget. The maximum expe of the guarantee as of June 30,
2012 was $76.0 million based on the constructisgiscthat were budgeted to be incurred to comphetednstruction.
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ESSEX PROPERTY TRUST, INC. AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statement
June 30, 2012 and 2011
(Unaudited)

The Company is subject to various other lawsuith@normal course of its business operations.h &awesuits are not expected to have a
material adverse effect on the Company’s finarmaldition, results of operations or cash flows.

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

The following discussion should be read in conjiomctvith the Company’s Condensed Consolidated FrsdiStatements and accompanying
Notes thereto included elsewhere herein and wighGbmpan's 2011 Annual Report on Form 10-K for the yeadeshDecember 31, 2011.

The Company is a fully integrated Real Estate Imiest Trust (“REIT”), and its property revenues gemerated primarily from apartment
community operations. The Company’s investmerattstyy has two components: constant monitoringistiag markets, and evaluation of
new markets in the Company’s current three geoggaptegions to identify areas with the charactarssthat underlie rental growth. The
Company’s strong financial condition supports fitgaéstment strategy by enhancing its ability to Klyishift the Company’s acquisition,
development, and disposition activities to markietd will optimize the performance of the portfolio

As of June 30, 2012, the Company had ownershipdstg in 160 apartment communities, comprising B3&partment units, excluding the
Company'’s ownership in preferred interest co-invesits. The Company’s apartment communities agédcin the following major West
Coast regions:

Southern California (Los Angeles, Orange, Riverside, San Diego, Saath@a, and Ventura counties)
Northern California (the San Francisco Bay Area)
Seattle Metro(Seattle metropolitan area)

As of June 30, 2012, the Company also had owneistépests in five commercial buildings with appiraately 315,900 square feet.

As of June 30, 2012, the Company’s developmentipp&vas comprised of two consolidated projectsanrttbvelopment, seven
unconsolidated joint venture projects under devalemt, one unconsolidated joint venture predevelapmpmoject and three consolidated land
parcels held for future development or sale agdieg,985 units, with total incurred costs of $4Dfnillion, and estimated remaining proj
costs of approximately $595.5 million for totaliesited project costs of $998.7 million.

The Company'’s consolidated apartment communitiesarfollows:

As of June 30, 2012 As of June 30, 2011
Apartment Units % Apartment Units %
Southern Californi: 13,65¢ 49% 13,06¢ 49%
Northern Californie 8,20¢ 29% 7,817 29%
Seattle Metro 6,16¢ 22% 5,97¢ 22%
Total 28,03( 10C% 26,86+ 10(%

Co-investments including Fund Il and Wesco | comitiesy and preferred equity co-investment commanitire not included in the table
presented above for both periods.

Comparison of the Three Months Ended June 30, 2012 the Three Months Ended June 30, 2011

The Company’s average financial occupancies foChmpany’s stabilized apartment communities or “@ary Same-Property” (stabilized
properties consolidated by the Company for thetgusended June 30, 2012 and 2011) decreased i8(bags to 96.2% as of June 30, 2
from 96.8% as of June 30, 2011. Financial occup@defined as the percentage resulting from digichictual rental revenue by total
possible rental revenue. Actual rental revenueasgmts contractual rental revenue pursuant teseaghout considering delinquency and
concessions. Total possible rental revenue reptedee value of all apartment units, with occupieds valued at contractual rental rates
pursuant to leases and vacant units valued at @&stihmarket rents. We believe that financial oaogy is a meaningful measure of
occupancy because it considers the value of eazdnvanit at its estimated market rate.
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Market rates are determined using a variety obigcsuch as effective rental rates at the progmrsed on recently signed leases and asking
rates for comparable properties in the market. résently signed effective rates at the propergyweed as the starting point in the
determination of the market rates of vacant unftse Company then increases or decreases theséeatied on the supply and demand in the
apartment community’s market. The Company willdhthe reasonableness of these rents based asit®op within the market and
compare the rents against the asking rents by c@blegaproperties in the market. Financial occuganay not completely reflect short-term
trends in physical occupancy and financial occupaates as disclosed by other REITs may not be eoalybe to the Company’s calculation
of financial occupancy.

The Company does not take into account delinquandyconcessions to calculate actual rent for oecupnits and market rents for vacant
units. The calculation of financial occupancy camgs contractual rates for occupied units to eséichmarket rents for unoccupied units, !
the calculation compares the gross value of alftapent units excluding delinquency and concessiBosapartment communities that are
development properties in lease-up without stadiliaccupancy figures, the Company believes theigdlysccupancy rate is the appropriate
performance metric. While an apartment commussitinithe lease-up phase, the Company’s primaryuatidin is to stabilize the property
which may entail the use of rent concessions ahdrancentives, and thus financial occupancy wigdbased on contractual revenue is not
considered the best metric to quantify occupancy.

The regional breakdown of the Company’s Quartedmn&-Property portfolio for financial occupancy toe quarter ended March 31, 2012
and 2011 is as follows:

Three months endec

June 30,
2012 2011
Southern Californi: 95.€% 96.€%
Northern Californie 96.€% 97.2%
Seattle Metrc 96.1% 96.7%

The following table provides a breakdown of reveameunts, including revenues attributable to thar@uly Same-Property portfolio:

Three Months Ended

Number of June 30, Dollar Percentage
Properties 2012 2011 Change Change
Property Revenue (dollars in thousand:
Quarterly Sam-Property:
Southern Californi: 60 $ 56,437 $ 54,54; $ 1,89t 3.5%
Northern Californie 33 39,42( 35,95¢ 3,46¢ 9.€
Seattle Metro 28 21,06( 19,51( 1,55( 7.9
Total Quarterly Same-Property revenues 121 116,91 110,00¢ 6,90¢ 6.3
Quarterly Non-Same Property Revenues (1) 12,84¢ 4,89¢ 7,95( 162.:
Total property revenues $ 129,76! $ 114,90¢ $ 14,85¢ 12.%

(1) Includes seven communities acquired after dani, 2011, one redevelopment community, five @gment communities, and three
commercial buildings

Quarterly Same-Property Revenuesreased by $6.9 million or 6.3% to $116.9 milliorthe second quarter of 2012 from $110.0 million

the second quarter of 2011. The increase was phynadtributable to an increase in scheduled reft87.2 million as reflected in an increase
of 6.8% in average rental rates from $1,371 periarthe second quarter of 2011 to $1,464 periartiie second quarter of 2012. Scheduled
rents increased by 3.9%, 10.1%, and 8.9% in Sowt@alifornia, Northern California, and Seattle Metrespectively. Income from utility
billings and other income also increased $0.3 arilind $0.2 million, respectively, compared togbeond quarter of 2011. Quarterly Same-
Property financial occupancy decreased 60 basigguwihich contributed to a decrease of $1.2 milliorevenues. On a sequential basis the
Company experienced quarterly same-property revgrmgth from the first quarter of 2012 to the setguarter of 2012 of 1.0%, resulting
from sequential revenue growth in all three regiorasnly driven by a 1.8% increase in scheduled offiset by a 70 basis point decrease in
occupancy compared to the first quarter of 2012.
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Quarterly Non-Same Property Revenueseased by $8.0 million or 162% to $12.8 milliorthe second quarter of 2012 from $4.9 million in
the second quarter of 2011. The increase was phindae to revenue generated from five developnoemimunities (Via, Allegro, Bellerive
Muse, and Santee Village) seven communities acgj@reonsolidated since January 1, 2011 (Bern&@0 Kiely, Delano/Bon Terra, Reed
Square, Park Catalina, The Huntington, and Essghriékat MacArthur Place).

Management and Other Feincreased by $1.4 million in the second quarte2@if2 as compared to the first quarter of 2011. iMbeease is
primarily due to the asset and property manageifeestearned from Wesco | and Il co-investments éokaturing 2011, and development
fees earned from the joint ventures formed in 284d 2012 to develop Epic, Expo, Lync, Elkhorn, Boisand Fifth, Fountain at La Brea, ¢
Santa Monica at La Brea development projects.

Property operating expenses, excluding real estatesincreased $1.8 million or 6.1% to $30.7 milliontive second quarter of 2012 from
$28.9 million in the second quarter of 2011, prifyadue to the acquisition of seven communities #rellease-up of five development
properties. Quarterly Same-Property operating es@g excluding real estate taxes, were consisiéimtive prior year and only increased by
$0.1 million or 0.4% for the second quarter of 2@bEnpared to the second quarter of 2011.

Real Estate taxeincreased by $0.9 million or 8.1% for the secondrtpr of 2012 compared to the second quarter dfl 28ue primarily to

the acquisition of seven communities and expengingerty taxes instead of capitalizing the costcfmmmunities that were previously under
development. Quarterly Same-Property real estaeestincreased by $0.2 million or 1.8% for secamakigr of 2012 compared to the second
quarter of 2011 due to an increase of 2% in prggaxes for the majority of the properties locaite€alifornia regulated by Prop. 13 as of
by a reduction in assessed property valuationsdtact communities located in California.

Depreciationexpense increased by $4.6 million or 12.2% forsiheond quarter of 2012 compared to the secondequar2011, due to the
acquisition of seven communities and the leasefdip@development properties. Also, the incressgue to the capitalization of
approximately $17.3 million in additions to renpmbperties in the second quarter of 2012, includifd® million spent on redevelopment, 4
million spent on revenue generating capital and $dillion spent on recent acquisitions, and thetedipation of approximately $95.3 million
in additions to rental properties for 2011, inchgl$45.1 million spent on redevelopment, $16.4iamilspent on improvements to recent
acquisitions, and $7.6 million spent on revenueegating capital.

Cost of management and other feeseased $0.5 million for the second quarter d26ompared to 2011 primarily due to an increase in
administrative costs due to hiring of additionalfsto assist with the management of the Compaog-g1vestments including Wesco | and Il
and the development joint ventures formed in 20id 2012.

Interest expense before amortizatincreased by $1.9 million or 8.6% for the secondrtgr of 2012 compared to the second quarter of 201
primarily due to the payoff of the $250 million seed line of credit in the fourth quarter of 201kieh had an average interest rate of

1.3%. The Company replaced the secured line vati dt an average interest rate of 2.6%. Alsdviarch 31, 2011, the Company sold $150
million of unsecured bonds with an interest ratd @b, and thus the increase in interest experslsasdue to an increase in average
outstanding debt in the second quarter of 2012awared to the second quarter of 2011. Finalbretlwas a decrease of $0.1 million in
capitalized interest in the second quarter of 2@drBpared to the second quarter of 2011.

Interest and other inconincreased by $2.8 million for the second quarte2@f2 compared to the second quarter of 2011 d#2.8million
of promote income earned from achieving certairfigoerance hurdles related to the Essex Skyline gestment and the sale of marketable
securities for a gain of $0.5 million in the secapdrter of 2012.

Equity income (loss) in -investmentincreased $2.4 million in the second quarter of2@lincome of $3.1 million compared to $0.7 miflio
in the second quarter of 2012 primarily due toitttdme of $3.2 million related to the Company’sfpreed equity investments made in 2011
including the Wesco Il preferred equity investmeatde in the fourth quarter of 2011 which earne@ #dllion in the second quarter of 20:

Gain on remeasurement of co-investn@rt21.9 million recorded in the second quarte2@I2 relates to the acquisition of the joint veatur
partner's membership interest of the Essex Skyaynvestment and consolidation of the propertygatn of $21.9 million was recorded due
to the remeasurement of the Company’s co-investimégrest which was equal to the amount by whiehf#ir value of the Company’s
previously owned noncontrolling interest exceed#rrying value.

Income from discontinued operaticfor the second quarter of 2012 was $0 as compar88.5 million for the second quarter of 2011 due t
the sale of Woodlawn Colonial for $16.0 millionaagjain of $5.2 million, net of internal dispositioasts.
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Excess of the carrying amount of preferred stodeemned over the cash paid to redeem preferred for the second quarter of 2011 was
$1.9 million due to the redemption of all of thai8e B preferred units, which resulted in excessash paid of $1.0 million over the carrying
value of Series B preferred units and the redempifdSeries F preferred stock which resulted ineegf cash paid of $0.9 million over the
carrying value of Series F preferred stock duectieided offering costs and original issuance diatau

Comparison of the Six Months Ended June 30, 2012 the Six Months Ended June 30, 2011

Our average financial occupancies for the Compastgbilized apartment communities or “2012/2011 &droperties” (stabilized properties
consolidated by the Company for the six months érdme 30, 2012 and 2011) decreased 20 basis poi®6s5% for the six months ended
June 30, 2012 from 96.7% for the six months endeé 30, 2011. The regional breakdown of the Comipa2012/2011 Same-Property
portfolio for financial occupancy for the six moatanded June 30, 2012 and 2011 is as follows:

The regional breakdown of the Company’s Quartedgn8-Property portfolio for financial occupancy foe six months ended June 30, 2012
and 2011 is as follows:

Six Months Ended

June 30,
2012 2011
Southern Californi: 96.3% 96.4%
Northern Californie 97.0% 97.1%
Seattle Metrc 96.4% 96.7%

The following table provides a breakdown of reveameunts, including revenues attributable to the228011 Same-Property portfolio:

Six Months Ended

Number of June 30, Dollar Percentage
Properties 2012 2011 Change Change
Property Revenue (dollars in thousand:
2012/2011 San-Properties
Southern Californii 60 $ 112,62 $ 108,23t $ 4,38¢ 4.1%
Northern Californie 33 78,221 71,25¢ 6,96¢ 9.8
Seattle Metro 28 41,85 38,59: 3,261 8.4
Total 2012/2011 Same-Property revenues 121 232,70° 218,08 14,61¢ 6.7
2012/2011 Non-Same Property Revenues (1) 22,53. 8,02F 14,50¢ 180.¢
Total property revenues $ 25523 $ 226,11 $ 29,12¢ 12.%

(1) Includes seven communities acquired after dgni, 2011, one redevelopment community, five tigpr@ent communities, and three
commercial buildings

2012/2011 Same-Property Revenineseased by $14.6 million or 6.7% to $232.7 millfor the six months ended June 30, 2012 from $218.
million for the six months ended June 30, 2011e Ttrease was primarily attributable to an inceaasscheduled rents of $13.9 million as
reflected in an increase of 6.6% in average reatak from $1,362 per unit for the six months endlgte 30, 2011 to $1,451 per unit for the
six months ended June 30, 2012. Scheduled remesaised by 3.7%, 9.8%, and 8.6% in Southern CaldpNorthern California, and Seattle
Metro, respectively. Income from utility billingad other income also increased $0.7 million an@ #tllion, respectively, compared to the
six months ended June 30, 2011. 2012/2011 Sanpefydinancial occupancy decreased 20 basis pwihish contributed to a decrease of
$1.1 million in revenues.

2012/2011 Non-Same Property Reverineseased by $14.5 million or 181% to $22.5 millior the six months ended June 30, 2012 from
$8.0 million for the six months ended June 30, 20Tke increase was primarily due to revenue géeeérfaom five development communit
(Via, Allegro, Bellerive, Muse, and Santee Villagegven communities acquired or consolidated siaceary 1, 2011 (Bernard, 1000 Kiely,
Delano/Bon Terra, Reed Square, Park Catalina, Turgiktjton, and Essex Skyline at MacArthur Place) e acquisition of the Santa Clara
retail center.

Management and Other Feincreased by $2.6 million for the six months endede 30, 2012 as compared to for the six monthsdcddne
30, 2011. The increase is primarily due to thetasd property management fees earned from Wemd Il co-investments formed during
2011, and development fees earned from the jomituves formed in 2011 and 2012 to develop Epic,0ckgnc, Elkhorn, Folsom and Fifth,
Fountain at La Brea, and Santa Monica at La Brealdpment projects.
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Property operating expenses, excluding real edtatesincreased $2.7 million or 4.7% to $59.5 million foe six months ended June 30,
2012 from $56.8 million for the six months endede 30, 2011, primarily due to the acquisition@fen communities and one retail center,
and the lease-up of five development properti€sl 222011 Same-Property operating expenses excludalgstate taxes, decreased by $0.2
million or 0.4% for the six months ended June 3W,2compared to the six months ended June 30, 2@&lmainly to a decrease of $0.2
million in utility expense.

Real Estate taxeincreased by $1.7 million or 7.9% for the six manémded June 30, 2012 compared to the six montedlelune 30, 2012,
due primarily to the acquisition of seven commusitand one retail center and expensing properéstimstead of capitalizing the cost for
communities that were previously under developmeftl2/2011 SamBroperty real estate taxes increased by $0.3 mititol.4% for the si
months ended June 30, 2012 compared to the siximenided June 30, 2011 due to an increase of 2.@¥operty taxes for the majority of
the properties located in California regulated byp? 13 as offset by a reduction in assessed propaluations for select communities loce
in California.

Depreciation expensincreased by $8.6 million or 11.7% for the six nfenénded June 30, 2012 compared to the six montlesieJune 30,
2011, due to the acquisition of seven communitiesane retail center and the lease-up of five dgraknt properties. Also, the increase is
due to the capitalization of approximately $27.@iom in additions to rental properties during fivst six months of 2012, including $17.1
million spent on redevelopment, $3.6 million spentrecent acquisitions, and $1.6 million of revegeaerating capital, and the capitalizal
of approximately $95.3 million in additions to rahproperties for 2011, including $45.1 million spen redevelopment, $16.4 million spent
on improvements to recent acquisitions, and $7I6omion revenue generating capital.

Cost of management and other feeseased $1.3 million for the six months endedeJ8®, 2012 compared to the six months ended June 30
2011 primarily due to an increase in administratiosts due to hiring of additional staff to assigh the management of the Company’s co-
investments including Wesco | and Il and the dgmelent joint ventures formed in 2011 and 2012.

Interest expense before amortizatincreased by $4.8 million or 10.8% for the six nfenénded June 30, 2012 compared to the six months
ended June 30, 2011, primarily due to the payothef$250 million secured line of credit in the filuquarter of 2011 which had an average
interest rate of 1.3%. The Company replaced tharse line with debt at an average interest ra@@%. Also, on March 31, 2011, the
Company sold $150 million of unsecured bonds withreéerest rate of 4.4%, and thus the increaseterést expense is also due to an inci

in average outstanding debt in the first half cf2@ompared to the first half of 2011. Finallyerth was a decrease of $0.6 million in
capitalized interest for the six months ended B )e2012 compared to the six months ended Jun20ad,.

Interest and other inconrdecreased by $1.7 million for the six months endlgtk 30, 2012 compared to the six months ended3yro11,
due to $2.3 million of promote income earned frarhiaving certain performance hurdles related toBksex Skyline co-investment and the
sale of marketable securities for a gain of $0.Banifor the six months ended June 30, 2012, cargbto a gain of $4.5 million from the s.
of marketable securities for the six months endes: B0, 2011.

Equity income (loss) in -investmentincreased $6.1 million for the six months endedeJ8®, 2012 to income of $5.5 million compared to a
loss of $0.6 million for the six months ended J8Ae2011 primarily due to the income of $6.5 millielated to the Company’s preferred
equity investments made in 2011 including the Wébkpeoeferred equity investment made in the fourtlarter of 2011 which earned $4.4
million for the six months ended June 30, 2012.

Income from discontinued operaticfor the six months ended June 30, 2012 was $10dli@mand included a gain of $9.8 million from the
sale of Tierra del Sol/Norte and Alpine Countryrejawith the operating results for these propertigisinternal disposition costs. For the six
months ended June 30, 201dliscontinued operations was $6.0 million and inetlid gain of $5.2 million from the sale of Woodlawn
Colonial net of internal disposition costs, and diperating results of these two properties so0h2.

Excess of the carrying amount of preferred stodeesned over the cash paid to redeem preferred for the six months ended June 30,
2011 was $1.9 million due to the redemption obélihe Series B preferred units, which resulteexoess of cash paid of $1.0 million over
the carrying value of Series B preferred units tiiedredemption of Series F preferred stock whishilted in excess of cash paid of $0.9
million over the carrying value of Series F pregeristock due to deferred offering costs and orlggsamance discounts.
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Liquidity and Capital

As of June 30, 2012, Standard and Poor's (“S&Pd) oody’s Investors Service credit agencies rateskk Property Trust, Inc. and Essex
Portfolio, L.P. BBB/Stable and Baa2/Stable, respebt. Also, Fitch Ratings ("Fitch") assigned a Bissuer rating to Essex Portfolio, L.P.,
and the rating outlook is positive.

As of June 30, 2012, the Company had $4.1 millibarwestricted cash and cash equivalents and $1#lian in marketable securities, of
which $64.9 million were held available for saM/e believe that cash flows generated by our operatiexisting cash, cash equivalents, and
marketable securities balances, availability uredésting lines of credit, access to capital marketd the ability to generate cash from the
disposition of real estate are sufficient to mdledfeour reasonably anticipated cash needs dutieghext twelve months. The timing, source
and amounts of cash flows provided by financingvéigs and used in investing activities are sewsito changes in interest rates and other
fluctuations in the capital markets environmentjclifcan affect our plans for acquisitions, disgoss, development and redevelopment
activities.

The Company has two lines of credit aggregatings$slion as of June 30, 2012. The Company haSQ9$nillion unsecured line of credit
with an accordion option to $600 million. As ofn@&u30, 2012 there was a $240 million balance athsecured line. The underlying inte
rate on the $500 million line is based on a tiewdd structure tied to the Company's credit ratmgshe credit facility and the rate was LIB:
1.20% as of June 30, 2012. This facility matureBeécember 2015 with two ongar extensions, exercisable by the Company. Tmegany
has a working capital unsecured line of credit agrent for $25 million. As of June 30, 2012 theeswa $17.1 million balance outstanding
this unsecured line. The underlying interest catehe $25 million line is based on a tiered ratecsure tied to the Company's credit rating
the credit facility of LIBOR + 1.20%.

During the six months ended June 30, 2012, the @ompntered into an agreement for $200 millionrofgte placement unsecured notes
term of 9-years at an alt-rate of 4.3%. During the second quarter, the gGamy issued $150 million of these private placenuastecured nc
$100 million at a rate of 4.27% and $50 millioraatate of 4.30%. The notes were forward fundeti thie remaining $50 million to close a
end of August of 2012 at a rate of 4.37%.

The net proceeds from the note offering were usqutépay secured mortgage debt prior to comingrliste 2012 and 2013 at an average
rate of 5.6%. As a result of the prepayment ofSkgline loan and the prepayment of secured debirapdue in 2012 and 2013, the
Company incurred $1.5 million of prepayment peraltind write-offs of deferred charges during ttoemse quarter of 2012. The Company
expects to use additional proceeds from the unedaquiivate placement note offering announced indM&012 to repay secured debt
maturing in 2013 related to five communities. A®sult, the Company expects to incur up to $1l0aniof prepayment penalties and write-
offs of deferred charges in the third quarter, irebe five communities will become unencumberedtass

In July, the Company increased the capacity d$230 million unsecured term loan originated infitnerth quarter of 2011 to $350 million,
the tiered pricing structure was reduced from LIBOR42.5 basis points to LIBOR + 130 basis poirfthe $150 million of additional funds
be drawn between August and December 31, 2012.

During the second quarter, the Company enteredritgoest rate swap contracts with an aggregatemaitamount of $125 million. The first
$50 million notional amount effectively convertdatinterest rate on $50 million of the $200 milli@nm loan originated in fourth quarter of
2011 to a fixed rate of 2.46%. The remaining $7ion notional amount effectively fixed $75 millioof the Company’s unsecured line of
credit at 2.2%, and the Company expects to use thésrest rate swap contracts to hedge the varrale $150 million unsecured term loan
when the proceeds are drawn before the end of 20h2se derivatives qualify for hedge accounting.

In January 2011, additional banks entered intotgglistribution agreements with the Company inahgdBarclays Capital Inc., BMO Capital
Markets Corp., Liquidnet, Inc., and Mitsubishi UEdcurities (USA), Inc., and in 2012 Citigroup Glbbearkets Inc. Pursuant to its equity
distribution program the Company issued 2,459,%%#es of common stock for $323.9 million, net &dflf@and commissions, during the year
ended December 31, 2011. During the second quaTr2512, the Company sold 920,281 shares of constmok for $139.4 million, net of
commissions, at an average per share price of $45Zrom December 31, 2011 through August 2, 282Company has sold 1,769,989
shares of common stock for $268.2 million, netahmissions at an average price of $153.01.

Under this program, the Company may from timengetsell shares of common stock into the existiaditrg market at current market prices,

and the Company anticipates using the net prodegasy down debt, acquire apartment communitiesfand the development pipeline. As
of August 2, 2012, the Company may sell an addti@841,590 shares under the current equity digion program.
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As of June 30, 2012, the Company’s mortgage naigalpe totaled $1.6 billion which consisted of $ilfon in fixed rate debt with interest
rates varying from 4.3% to 6.4% and maturity dasegying from 2012 to 2021 and $239.0 million ofiahle rate debt with a weighted
average interest rate of 1.8% ($202.3 million &f Wariable debt is tax-exempt variable rate denmates). The tax-exempt variable rate
demand notes have maturity dates ranging from 202839, and $187.8 million are subject to interat# caps.

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

The Company has benefited from borrowing from Famviae and Freddie Mac, and there are no assurtiratebese entities will lend to the
Company in the future. To the extent that the Camyfs access to capital and credit is at a highst than the Company has experienced in
recent years (reflected in higher interest ratesiébt financing or a lower stock price for equihancing) the Company’s ability to make

acquisitions, develop communities, obtain new foiag, and refinance existing borrowing at competitiates could be adversely impacted.

Derivative Activity

The Company uses interest rate swaps and intatestap contracts to manage certain interestisi® mhe valuation of these instruments is
determined using widely accepted valuation techeggacluding discounted cash flow analysis on ttpeeted cash flows of each derivative.
This analysis reflects the contractual terms ofdérvatives, including the period to maturity, argks observable market-based inputs,
including interest rate curves. The fair valuettdrest rate swaps are determined using the mat&etlard methodology of netting the
discounted future fixed cash receipts (or paymeants))the discounted expected variable cash payr@mtsceipts). The variable cash
payments (or receipts) are based on an expectttiipture interest rates (forward curves) derivieaif observable market interest rate curves.
The Company incorporates credit valuation adjuststmappropriately reflect both its own nonperfarnoe risk and the respective
counterparty’s nonperformance risk in the fair ealneasurements.

During the fourth quarter of 2011, the Company eaento four interest rate swap contracts witlaggregate notional amount of $150
million that effectively fixed the interest rate 450 million of the $200 million unsecured terraroat 2.66% through November

2016. During April 2012, the Company entered adadlitional interest rate swap contracts with agrai amount totaling $50 million, which
effectively converted the interest rate on $50iomillof the term loan to fixed rate of 2.46%. Thdsevatives qualify for hedge

accounting. During the second quarter, the Comgagred into interest rate swap contracts withggregate notional amount of $125
million. The first $50 million notional amount efftively converted the interest rate on $50 millidnthe $200 million term loan originated in
fourth quarter of 2011 to a fixed rate of 2.46%heTemaining $75 million notional amount effectivéked $75 million of the Company’s
unsecured line of credit at 2.2%, and the Compapg@s to use these interest rate swap contratisdge the variable rate $150 million
unsecured term loan when the proceeds are drawenebisfe end of 2012. These derivatives qualifynietige accounting.

As of June 30, 2012 the Company also had twelezést rate cap contracts totaling a notional amotiit87.8 million that qualify for hed
accounting as they effectively limit the Compangi@osure to interest rate risk by providing a ngilon the underlying variable interest rate
for $202.3 million of the Company’s tax exempt @éle rate debt. As of June 30, 2012 and Decemhe2® 1 the aggregate carrying value
of the interest rate swap contracts was a liabdlft$5.0 million and $1.4 million, respectively,cathe aggregate carrying value of the interest
rate cap contracts was an asset of $0.1 milliongn2 million, respectively.

During July 2010, the Company entered into a swapsaction (the “Swap”) with respect to $38.0 roiiliof tax-exempt bonds for the 101
San Fernando apartment community (the “Bonds”) @itibank, N.A. (“Citibank”). This swap is not dgeated as a hedge; accordingly the
change in fair value of the swap is recorded aaim @r loss in the Company’s consolidated stateraEaperations. Under the terms of the
Swap, the Company pays a variable amount equbktS-MA Index plus a fixed spread on a notionabant that starts at $35.2 million and
over the three-year term of the Swap increaseblyata $38.0 million. In return, Citibank pays amount equal to the coupon on the Bonds
multiplied by the outstanding par value of the Barf38.0 million. The Swap has a termination dédtéuly 12, 2013 and may be terminated
by the Company at any time commencing in July 28id by Citibank if certain events occur. Upon tieation of the Swap, whether early
on the stated termination date, a payment basédeochange in value of the Bonds will occur. SHdbke Bonds decline in value from the
$35.2 million value of the Bonds at the inceptidritee Swap, the Company will be obligated to malgagment equal to 100% of the price
depreciation. Should the Bonds increase in vaitdyank will be obligated to make a payment egoapproximately 85% of the price
appreciation. As of June 30, 2012 and Decembe2@®1] the fair value of the Swap was a liabilitysdf1 million and $1.8 million,
respectively.
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Development and Predevelopment Pipe

The Company defines development activities as meyasties that are being constructed, or are neagtructed and, in the case of
development communities, are in a phase of leassmdhave not yet reached stabilized operatiorssofAlune 30, 2012, the Company had
two consolidated development projects, and sevennsolidated joint venture development projectseg@ting 2,495 units for an estimated
cost of $934.4 million, of which $595.5 million rams to be expended.

The Company owned one predevelopment project domgisf 192 units with an aggregate carrying vadfi$&19.8 million as of June 30,
2012. In addition, the Company owned three landegda held for future development or sale aggregadn estimated 298 units as of June
2012. The aggregate carrying value for these tlaree parcels was $44.5 million as of June 30, 20l2e Company expects to fund the
development and predevelopment pipeline by usiognabination of some or all of the following sourciés working capital, amounts
available on its lines of credit, net proceeds fiaublic and private equity and debt issuances paodeeds from the disposition of properties,
if any.

In August, the Company'’s co-investment partnerstith CPPIB expects to acquire a land parcel locateghn Mateo, California on which
the joint venture currently holds a note receivaigleured by the land. The joint venture expextievelop a 197-unit community on the site
for a total estimated cost of $76.1 million, anii&h occupancy is expected in the second quaift@0a4. The Company holds a 55%
noncontrolling interest in the venture and willreaustomary management fees and may earn a prointéegist if certain performance
hurdles as defined in the joint venture agreemengaahieved.

Redevelopmel

The Company defines redevelopment activities astiegji properties owned or recently acquired, winakie been targeted for additional
investment by the Company with the expectatiomoféased financial returns through property impneset. The Compang’redevelopmel
strategy strives to improve the financial and pbgksaspects of the Company’s redevelopment apattooenmunities and to target at least an
8 to 10 percent return on the incremental renomdtivestment. Many of the Company’s propertiesadder and in excellent neighborhoods,
providing lower density with large floor plans thiapresent attractive redevelopment opportuniti2gring redevelopment, apartment units
may not be available for rent and, as a result, hzase less than stabilized operations. As of An&012, the Company had five
redevelopment communities aggregating 1,056 apattoréts with estimated redevelopment costs of B63illion, of which approximately
$28.1 million remains to be expended.

Alternative Capital Sources

Fund Il has eight institutional investors, and @@mpany, with combined partner equity contributioh$265.9 million that were fully
contributed as of 2008. The Company contributegl Gillion to Fund I, which represents a 28.2%eiest as general partner and limited
partner. Fund Il utilized leverage equal to apprately 55% upon the initial acquisition of thedemlying real estate. Fund Il invested in
apartment communities in the Company'’s targetedt\W@Weast markets and, as of June 30, 2012, ownetefouapartment communities. The
Company records revenue for its asset managenrepenty management, development and redevelopreerites when earned, and
promote income when realized if Fund Il exceedsagefinancial return benchmarks.

In 2011, the Company entered into a 50/50 progratisrjwnt venture, Wesco |, with an institutionadnner for a total equity commitment of
$200 million. Each partner’s equity commitmen$i€0 million, and Wesco | will utilize leverage edjto approximately 50% to 60%. The
Company has contributed $88.2 million to Wescat] as of June 30, 2012, Wesco owned six apartnoenineinities with 2,013

units. Investments must meet certain criteriaualify for inclusion in the joint venture and bqihrtners must approve any new acquisitions
and material dispositions. The joint venture hagaastment period of up to two years. The Compaitiyreceive asset and property
management fees, and may earn a promoted intefestCompany accounts for this joint venture ongtyeity method.

Critical Accounting Policies and Estimates

The preparation of consolidated financial statesi@ntaccordance with U.S. generally accepted atamy principles requires the Company
to make estimates and judgments that affect thertegh amounts of assets, liabilities, revenueseapenses and related disclosures of
contingent assets and liabilities. The Companynésficritical accounting policies as those accogrivlicies that require the Company’s
management to exercise their most difficult, sufbjecand complex judgments. The Company'’s critaaounting policies and estimates
relate principally to the following key areas: ¢gnsolidation under applicable accounting standémdentities that are not wholly owned; (ii)
assessing the carrying values of our real estajgepties and investments in and advances to jeimtuves and affiliates; (iii) internal cost
capitalization; and (iv) qualification as a REIThd Company bases its estimates on historical expegj current market conditions, and on
various other assumptions that are believed t@asanable under the circumstances. Actual remalysdiffer from those estimates made by
management.
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The Company'’s critical accounting policies andraates have not changed materially from informateported in Note 2, “Summary of
Critical and Significant Accounting Policies,” ine Company’s Annual Report on Form 10-K for therysaled December 31, 2011.

Forward Looking Statements

Certain statements in this "Management's DiscussiohAnalysis of Financial Condition and Result©pkrations,” and elsewhere in this
quarterly report on Form 10-Q which are not higtarfacts may be considered forward looking statémweithin the meaning of Section 27A
of the Securities Act of 1933, as amended, and@e2{LE of the Securities and Exchange Act of 1884amended, including statements
regarding the Company's expectations, hopes, inte)tbeliefs and strategies regarding the futsoeward looking statements include
statements regarding the Company’s expectatiots the total projected costs of predevelopmenteltimment and redevelopment projects,
the Company’s reduced risk of loss from mold cakebefs as to our ability to meet our cash neadsd the next twelve months,
expectations as to the sources for funding the Gayip development and redevelopment pipeline aaigstents regarding the Company's
financing activities.

Such forward-looking statements involve known ankinown risks, uncertainties and other factors idicig, but not limited to, that the
Company will fail to achieve its business objectivihat the total projected costs of current prettgmment, development and redevelopment
projects exceed expectations, that such developamehtedevelopment projects will not be completiedt development and redevelopment
projects and acquisitions will fail to meet expéictas, that estimates of future income from an @&eguproperty may prove to be inaccurate,
that future cash flows will be inadequate to mewdrating requirements, that there may be a dowrnituttme markets in which the Company's
properties are located, that the terms of any aefilmg may not be as favorable as the terms ofiegisxdebtedness, and that mold lawsuits
will be more costly than anticipated, as well assthrisks, special considerations, and other factferred to in Item 1A, “Risk Factors,” of
the Company's Annual Report on Form 10-K for tharyended December 31, 2011, and those risk faatatspecial considerations set forth
in the Company's other filings with the Securitesl Exchange Commission (the “SEC”) which may cdlieectual results, performance or
achievements of the Company to be materially dé¢fiefrom any future results, performance or achiexets expressed or implied by such
forward-looking statements. All forward-lookingagtments are made as of the date hereof, and the&y assumes no obligation to update
this information.

Funds from Operations (“FFQO”)

FFO is a financial measure that is commonly useterREIT industry. The Company presents fundsifoperations as a supplemental
operating performance measure. FFO is not useédeb€ompany as, nor should it be considered tame@jternative to net earnings compt
under GAAP as an indicator of the Company’s opegaierformance or as an alternative to cash froemating activities computed under
GAAP as an indicator of the Company’s ability tadiits cash needs.

FFO is not meant to represent a comprehensiversyafténancial reporting and does not present,da®s it intend to present, a complete
picture of the Company's financial condition an@mting performance. The Company believes that¢aetings computed under GAAP
remain the primary measure of performance andRR@t is only meaningful when it is used in conjuoctivith net earnings. The Company
considers FFO and FFO excluding non-recurring itéeferred to as “Core FFQO”) to be useful finangatformance measurements of an
equity REIT because, together with net income ast ¢lows, FFO provides investors with an additido@ssis to evaluate operating
performance and ability of a REIT to incur and gsndebt and to fund acquisitions and other capitakenditures and ability to pay
dividends. Further, the Company believes thatdtssolidated financial statements, prepared inrdecwe with GAAP, provide the most
meaningful picture of its financial condition and operating performance.

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

is a REIT trade association. The Company belitivas under the NAREIT FFO definition, the two meggnificant adjustments made to net
income are (i) the exclusion of historical costmepation and (ii) the exclusion of gains and les@ecluding impairment charges on
depreciable real estate) from the sale of prewodspreciated properties. The Company agreeghbsat two NAREIT adjustments are us
to investors for the following reason:

(a) historical cost accounting for real estate assetecordance with GAAP assumes, through depreniatiarges, that the value of real
estate assets diminishes predictably over time. EIARtated in its White Paper on Funds from Openreti‘since real estate asset
values have historically risen or fallen with mdrkenditions, many industry investors have congidgaresentations of operating
results for real estate companies that use histiar@st accounting to be insufficient by themselv€onsequently, NAREIT's
definition of FFO reflects the fact that real estats an asset class, generally appreciates aveatid depreciation charges required
by GAAP do not reflect the underlying economic itéss.
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(b) REITs were created as a legal form of organizaticorder to encourage public ownership of realtesia an asset class through
investment in firms that were in the business afjlberm ownership and management of real estate.eXclusion, in NAREIT's
definition of FFO, of gains and losses (includingoairment charges on depreciable real estate) thensales of previously
depreciated operating real estate assets allowestors and analysts to readily identify the opecatesults of the long-term assets
that form the core of a RE’s activity and assists in comparing those operatsglts between perioc

Management believes that it has consistently applie NAREIT definition of FFO to all periods presed. However, there is judgment
involved and other REITS’ calculation of FFO maywfiom the NAREIT definition for this measure, atiais their disclosure of FFO may
not be comparable to the Company’s calculation.

The following table sets forth the Company’s cadtioin of FFO and Core FFO for the three and sixtiiended June 30, 2012 and 2011 (in
thousands except for per share data):

Three Months Ended Six Months Ended
June 30, June 30,
2012 2011 2012 2011
Net income available to common stockholc $ 37,07¢ $ 10,32t $ 59,80( $ 18,74:
Adjustments
Depreciation and amortizatic 41,80: 37,51: 82,62¢ 74,54¢
Gains not included in FFO, net of internal d&fpion
Ccosts (21,947 (5,26%) (31,730 (5,265
Depreciation add back from unconsolidated co-
investment: 3,312 1,95 7,645 4,83¢
Noncontrolling interests related to Operating Penghip
units 2,502 987 4,09z 1,61¢
Depreciation attributable to third party of co-istraents (303) (261) (592) (523
Funds from operations $ 62,44: $ 4525¢  $ 121,84. $ 93,95¢
Funds from operations per share - diluted $ 16 $ 132 $ 3.3z $ 2.7¢€
Non-core items
Cc-investment promote incon (2,299 - (2,299 -
Loss on early retirement of de 1,45( 253 1,45( 253
Gain on sales of marketable securi (527) - (527) (4,549
Acquisition costs 312 51C 49¢ 84C
Excess of cash paid to redeem preferred stocld uaits
over the carrying value - 1,94¢ - 1,94¢
Core Funds from operations $ 61,38¢ $ 47,96¢ $ 120,97( $ 92,45¢
Core Funds from operations per share-diluted $ 1.66 $ 1.4C $ 3.3C $ 2.71

Weighted average number shares outstanding diftited 36,947,47 34,365,41 36,672,68 34,079,47

(1) Assumes conversion of all dilutive outstanding afieg partnership interests in the Operating Pestip.
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Net Operating Income (“NOI")

Same-property net operating income (“NOI$ considered by management to be an importantieugmntal performance measure to earn
from operations included in the Company’s constiidastatements of operations. The presentatisarok-property NOI assists with the
presentation of the Company’s operations prioh®dllocation of depreciation and any corporatellev financing-related costs. NOI
reflects the operating performance of a commumity allows for an easy comparison of the operatgropmance of individual communities
or groups of communities. In addition, becausespeative buyers of real estate have different fienand overhead structures, with vary
marginal impacts to overhead by acquiring realtestdOl is considered by many in the real estadestry to be a useful measure for
determining the value of a real estate asset aipgod assets. The Company defines same-propertyall®@ame-property revenue less same-
property operating expenses, including propertgsaxPlease see the reconciliation of earnings &pemnations to same-property NOI, which
in the table below is the NOI for stabilized prapes consolidated by the Company for the periogsgmted:

Three months ended June 3| Six months ended June 3(

2012 2011 2012 2011
Earnings from operatior $ 40,96¢ $ 32,847 $ 80,94¢ $ 64,00(
Adjustments
General and administratiy 5,764 5,38t 11,16¢ 10,65¢
Cost of management and other f 1,611 1,07z 3,251 1,997
Depreciatior 41,80: 37,25( 82,53¢ 73,90¢
Management and other fees from affiliates (2,796 (1,420 (5,240 (2,645
Net operating incom 87,34¢ 75,13t 172,65t 147,91¢
Less: Non same-property net operating income (8,699 (3,097 (15,009 (4,859
Same-property net operating income $ 78,65 $ 72,04: $ 157,64 $ 143,06t

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

The Company’s objective in using derivatives istlol stability to interest expense and to managexjgesure to interest rate movements or
other identified risks. To accomplish this objeetithe Company uses interest rate swaps as pastaash flow hedging strategy. As of June
30, 2012, the Company has entered into nine irtteaiss swap contracts to mitigate the risk of cleanig the interest-related cash outflows on
$275.0 million of the variable rate five-year unsesd term debt. As of June 30, 2012, the Compé&wytead $202.3 million of variable rate
indebtedness, of which $187.8 million is subjednterest rate cap protection. All of the Comparderivative instruments are designated as
cash flow hedges, and the Company does not haviaansalue hedges as of June 30, 2012. The fatiguable summarizes the notional
amount, carrying value, and estimated fair valuthefCompanys derivative instruments used to hedge interessras$ of June 30, 2012.
notional amount represents the aggregate amounpafticular security that is currently hedgedrad time, but does not represent exposu
credit, interest rates or market risks. The taltde includes a sensitivity analysis to demonstitaempact on the Company’s derivative
instruments from an increase or decrease in 10¥@@sury bill interest rates by 50 basis poirgspfaJune 30, 2012.

Carrying
and Estimated Carrying Value
Estimate
Notional Maturity Fair + 50 -50
(Dollars in thousands) Amount Date Range Value Basis Points  Basis Points
Cash flow hedge:
Interest rate sway $ 275,00( 201¢-2017 $ (4,97¢) 1,264 (10,24))
Interest rate caps 187,78 201:-201¢ 30 157 2
Total cash flow hedges $ 462,78 201:-2017 $ (4,946) $ 1,421 $ (10,23¢)

I nterest Rate Sensitive Liabilities

The Company is exposed to interest rate changesply as a result of its lines of credit and Ialegm tax exempt variable rate debt and
unsecured term debt. The Company’s interest ishenranagement objective is to limit the impacintérest rate changes on earnings and
cash flows and to lower its overall borrowing co3is achieve its objectives the Company borrowsharily at fixed rates and may enter into
derivative financial instruments such as interat swaps, caps and treasury locks in order t@atéiits interest rate risk on a related
financial instrument. The Company does not entr dierivative or interest rate transactions forcsgative purposes.
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The Company'’s interest rate risk is monitored usingriety of techniques. The table below pres#m@gprincipal amounts and weighted
average interest rates by year of expected matoridyaluate the expected cash flows.

For the Years Ended 2012 2013 2014 2015 2016 Thereafter Total Fair value
(In thousands

Fixed rate dek $ 12,05: 58,41( 66,07¢ 69,624 162,78: 1,422,74 $1,791,691 $1,897,51(
Average interest ral 4.%% 5.6% 5.4% 5.3% 4.4% 5.2% 5.1%

Variable rate dek $ - 36,65( 17,10: 240,00 O 200,00 @ 202,30 ®$ 696,05 $ 674,79:
Average interest rai -% 1.7% 1.€% 2.1% 2.€% 1.S% 2.1%

(1) $75.0 million subject to interest rate swap agra@m
(2) $200.0 million subject to interest rate swap agreeis
(3) $187.8 million subject to interest rate ce

The table incorporates only those exposures that @ of June 30, 2012; it does not consider thapesures or positions that could arise
after that date. As a result, our ultimate realigath or loss, with respect to interest rate flatitans and hedging strategies would depend on
the exposures that arise prior to settlement.

Item 4: Controls and Proce dures

As of June 30, 2012, we carried out an evaluatiodger the supervision and with the participatiomaihagement, including our Chief
Executive Officer and Chief Financial Officer, diteffectiveness of the design and operation ofl@malosure controls and procedures (as
defined in Rules 13a-15(e) and 15d-15(e) undeBtmirities Exchange Act of 1934, as amended (tkel&hge Act”)). Based upon that
evaluation, our Chief Executive Officer and Chi@iancial Officer concluded that as of June 30, 2@l disclosure controls and procedures
were effective to ensure that the information regplito be disclosed by us in the reports that ieeofi submit under the Exchange Act was
recorded, processed, summarized and reported vithitime periods specified in the SEC's rulesfamis and that such disclosure controls
and procedures were also effective to ensure itifiatation required to be disclosed in the repthréd we file or submit under the Exchange
Act is accumulated and communicated to our managgnmeluding our Chief Executive Officer and Chighancial Officer, to allow timely
decisions regarding required disclosure.

There were no changes in the Company's internataasver financial reporting, that occurred durithg quarter ended June 30, 2012, that
have materially affected, or are reasonably likelynaterially affect, the Company's internal cohtreer financial reporting.

Part Il -- Other Information
Item 1: Legal Proceed ings

Recently there has been an increasing number slligsvagainst owners and managers of apartment ooities alleging personal injury and
property damage caused by the presence of mok&sidantial real estate. Some of these lawsuits hesulted in substantial monetary
judgments or settlements. The Company has beahfsuenold related matters and has settled someditwall, of such matters. Insurar
carriers have reacted to mold related liability edgaby excluding mold related claims from standaoticies and pricing mold endorsement
prohibitively high rates. The Company has, howgparchased pollution liability insurance, whicleliddes some coverage for mold. The
Company has adopted policies for promptly addrgsaird resolving reports of mold when it is detectedl to minimize any impact mold
might have on residents of the property. The Camigelieves its mold policies and proactive respdsaddress any known existence,
reduces its risk of loss from these cases. Thamebe no assurances that the Company has iderdifiddesponded to all mold occurrences,
but the Company promptly addresses all known reprinold. Liabilities resulting from such moldated matters are not expected to ha
material adverse effect on the Company’s finarmialdition, results of operations or cash flows. oAdune 30, 2012, no potential liabilities
for mold and other environmental liabilities areaqtifiable and an estimate of possible loss cahaahade.

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

communities. Insured risks for comprehensive lighcovers claims in excess of $100,000 per inctdand property insurance covers losses
in excess of a $1.0 million deductible per incidefhere are, however, certain types of extraorglit@sses, such as, for example, losses for
terrorism and earthquake, for which the Companysdu have insurance. Substantially all of the Pridgs are located in areas that are
subject to earthquakes.
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The Company is subject to various other lawsuith@normal course of its business operations.h &awesuits could, but are not expected to,
have a material adverse effect on the Companyanitiral condition, results of operations or casivéio

Item 1A: Risk Factors

There were no material changes to the Risk Fadisctosed in Item IA of the Company’s Annual RepamtForm 10-K for the year ended
December 31, 2011 as filed with the SEC and availabwww.sec.gov

Item 6: Exhibits

A. Exhibits

10.1 First Amendment to Amended and Restated RevolvirgliCAgreement, dated May 31, 20:

10.2 Modification Agreement, dated July 30, 20

12.1 Ratio of Earnings to Fixed Charg:

31.1 Certification of Michael J. Schall, Chief Executi@éficer, pursuant to Section 302 of the SarbaDgkey Act of
2002.

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

32.1 Certification of Michael J. Schall, Chief Executi@éficer, pursuant to Section 906 of the SarbaDgkey Act of
2002.

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

101.INS* XBRL Instance Documer

101.SCH* XBRL Taxonomy Extension Schema Docum

101.CAL* XBRL Taxonomy Extension Calculation Linkbase Docutr

101.DEF* XBRL Taxonomy Extension Definition Linkbase Docurh

101.LAB* XBRL Taxonomy Extension Label Linkbase Docum

101.PRE* XBRL Taxonomy Extension Presentation Linkbase Doent

*XBRL (Extensible Business Reporting Language) infation is furnished and not filed herewith, is patt of a registratic

statement or Prospectus for purposes of Sectioar IR of the Securities Act of 1933, is deemed filetl for purposes ¢
section 18 of the Securities Exchange Act of 128l otherwise is not subject to liability undershesections.
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SIGNATURE

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

ESSEX PROPERTY TRUST, IN(
(Registrant]

Date: August 3, 201

By: /S/BRYAN G. HUNT

Bryan G. Huni
First Vice President, Chief Accounting Offic

By: /S/ MICHAEL T. DANCE

Michael T. Dance
Executive Vice President, Chief Financial Offi
(Authorized Officer, Principal Financial Office
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Exhibit 10.1

FIRST AMENDMENT TO AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT

THIS FIRST AMENDMENT TO AMENDED AND RESTATED REVOLWNG CREDIT AGREEMENT (this "First
Amendment’) is made as of May 31, 2012 (the " Effective Dgtdby and among ESSEX PORTFOLIO, L.P., a Califarirnited partnersh
(" Borrower "), the lenders which are parties hereto (colletiy " Lenders™) and PNC BANK, NATIONAL ASSOCIATION, ¢
administrative agent under the Credit Agreemensyich capacity, " Administrative Agetjtand L/C Issuer.

BACKGROUND

A. Administrative Agent, Lenders, and Borrowentered into that certain Amended and Restatedol®ag Credi
Agreement, dated as of September 16, 2011 (theediCAgreement), pursuant to which Lenders agreed to make remngleredit loans t
Borrower in an aggregate outstanding amount obupour Hundred Twenty Five Million Dollars ($425@000) (the " Credit Liné&).

B. Borrower has requested that Lenders amichiAistrative Agent modify the Credit Agreement &mong other things,
increase the Credit Line to the maximum principaloant of Five Hundred Million Dollars ($500,000,00@he " Increased Commitme
Amount "), (ii) to extend the Original Maturity Date, ar(di) to increase the Commitment of certain exigtihenders under the Cre
Agreement (collectively, the " Existing Lendérand each, an " Existing Lend8rand to add additional Lenders under the Credite&mer
(collectively, the " Additional Lender¥). The Existing Lenders and the Additional Lendars identified on Exhibit A attached her
Lenders and Administrative Agent are willing to readuch modifications to the Credit Agreement anchtalify certain other provisions
the Credit Agreement, all on the terms and suli@tite conditions herein set forth.

NOW, THEREFORE, the parties hereto, intendindoddegally bound hereby, agree as follows:

AGREEMENT
1. Terms. Capitalized terms used herein and not otlerwdefined herein shall have the meanings giveudt
terms in the Credit Agreement.
2. Amendmentdo Credit Agreement. The Credit Agreement is hereby amended d®isl
(@) The definition of "Applicable Comngitt Loan Margin" in Articlel is hereby amended and restate

read in full as follows:

" Applicable Committed Loan Margin" means the Applicable LIBOR Committedan Margin or the Applicable Referer
Rate Committed Margin determined from the followipigcing grid based on the current published ovaig ratings of Guarantor's set
unsecured long term debt, as provided below:




APPLICABLE
REFERENCE
RATE
GUARANTOR'S APPLICABLE COMMITTED
SENIOR UNSECURED LIBOR FACILITY FEE LOAN
LONG TERM DEBT COMMITTED LOAN (BPS PER MARGIN
TIER RATING MARGIN (BPS) ANNUM) (BPS)
| BBB+ and/or Baal or bett 107.5 17.5 7.5
1] BBB and/or Baa: 120 20 20
1] BBB- and/or Baa: 155 25 55
\Y Less than BB- and/orBaa3 205 25 105

Borrower shall provide to Administrative Agent weih evidence of the current rating or ratings omi@uator's senior unsecu
long term debt by any of Moody's, S&P and/or Fitiflguch rating agency has provided to Guarantoatimg on such seni
unsecured long term debt, which evidence shalelhsanably acceptable to Administrative Agent; mtedi that, at a minimui
Guarantor must provide such a rating from eithepads or S&P. In the event that Guarantor hasiagan its senior unsecur
long term debt provided by (a) both Moody's and S&¥) both Moody's and Fitch, (c) both S&P and fritor (d) each ¢
Moody's, S&P and Fitch, and there is a differemceting between such rating agencies, the Appic@ommitted Loan Marg
shall be based on the higher rating. Changes ilA\piicable Committed Loan Margin shall become effifee on the first de
following the date on which any of Moody's, S&PFitch that has provided Guarantor a rating on Guars senior unsecur
long term debt changes such rating. Borrower shalify Administrative Agent of any such changesGuarantor's seni
unsecured long term debt pursuant to and in acooedavith Section 6.4(i) On the Effective Date, #haplicable Committe
Loan Margin shall be based on Tier II."

(b) The definition of "CapitalizatioRate" in Article 1 IS hereby amended arsfated to read in
full as follows:

" Capitalization Raté means (i) with respect to the properties whiah lacated in Core Markets: (A) 6.00% from the Efifez
Date through the Original Maturity Date and (iip@% during the Extension Periods (if exercised) @ndvith respect to th
properties which are not located in Core Market3:6.50% from the Effective Date through the OrggiMaturity Date and (i
6.75% during the Extension Periods (if exercised)."




(c) The definition of "Maximum Commitmemount" in Article 1 is hereby amended and reestdo

read in full as follows:

" Maximum _Commitment Amount " means, at any time, an amount equal to Five Haohdvlillion Dollars
($500,000,000), subject to increase pursuargrtd,on the terms and subject to the conditionfoset in, Section 2.17,
and to decrease pursuant to the provisions of @ec#.7."

(d) The definition of "Original Maity Date" in Article 1 is hereby amended andtaigesd tc

read in full as follows:

follows:

"Original Maturity Date" means December 18, 2015."

(e) The defined term "Core Markets'héseby added to Article 1 to read in full as folkow
" Core Markets" shall mean the State of California and the opadlitan area of Seattle, Washington."

) Section 2.17.1 of the Credit Agment is hereby amended and restated tomdall as follows:

" Request for Increase Subject to the provisions of Section 2.7, on témens and subject to the conditions set forth i

Section 2.17 Borrower shall have (A) a one time right priotthe Original Maturity Date and (B) a one time tigluring each ¢

the First Extension Period and the Second ExterRariod, by written notice to Administrative Agetd,request an increase
the Maximum Commitment Amount by (i) first permittj any Lender to increase its Commitment (and aliogly increase tr
Maximum Commitment Amount by such amount), or {figreafter inviting any Eligible Assignee that haeviously bee
approved by Administrative Agent in writing to beee a Lender under this Agreement and to providenantitment to len
hereunder (and accordingly increase the Maximum i@idment Amount by such amount); provided, howeteaf in no evel
shall such actions cause the Maximum Commitment #éhto increase above $600,000,000."

(9) Section 8.1(k) of the Credit rAgment is hereby amended and restated tarrdali as

"Borrower, Guarantor or a subsidiary of BorroweiGararantor defaults (taking into account applicatdgce and cure periods
any) in connection with any credit such Personwisis any holder of Indebtedness of such Persorgrn(@ such default consi
of the failure to make a payment when due on ormaare obligations that are recourse to Borrowerar@antor or a subsidiary
Borrower or Guarantor whose outstanding principalbant exceeds $50,000,000 individually or in thgragate and su
default has not been waived by the holder of sudeltedness, or (ii) as result of such default, an@ore obligations that &
recourse to Borrower, Guarantor or a subsidiaryBofrower or Guarantor whose outstanding principaloant exceec
$50,000,000 individually or in the aggregate hagerbaccelerated; or




(h) Clause (iii) of Section 10.5(b) of thee@it Agreement is hereby amended and restatedatb irefull a
follows:

"(iii) any assignment of a Commitment must approved by Administrative Agent, the L!C lsswand the Swing Lir
Lender (which consent will not be unreasonably hétld or delayed) unless the Person that is theogexp assignee is itsel
Lender or an Affiliate of a Lender (whether or tim¢ proposed assignee would otherwise qualify d@sligible Assignee);”

() To give effect to the increase in theotinum Commitment Amount hereunder, the joinder tbé
Additional Lenders and the changes in the Commitsef the Existing Lenders, Schedule 1.1 to thed@€rAgreement is hereby amen
and replaced with Schedule 1.1 attached hereto.

3. Loan DocumentExcept where the context clearly requires otheswall references to the Credit Agreement
in any other Loan Document shall be to the Credite®ment as amended by this First Amendment.

4. Borrower's RatificatiofBorrower agrees that it has no defenses orafét-against Lenders or their respec
officers, directors, employees, agents or attornejth respect to the Loan Documents, all of whaech in full force and effect, and that al
the terms and conditions of the Loan Documentsimzinsistent herewith shall remain in full forcedagffect unless and until modified
amended in writing in accordance with their terBatrower hereby ratifies and confirms its obligasainder the Loan Documents and ac
that the execution and delivery of this First Amesaht does not in any way diminish or invalidate ahits obligations thereunder.

5. Guarantor Ratification. Guarantor agrees that it has no defensesebroffs against Lenders or th
respective officers, directors, employees, agentttorneys, with respect to the Guaranty, wicim full force and effect, and that all of
terms and conditions of the Guaranty not inconststerewith shall remain in full force and effectiess and until modified or amende
writing in accordance with their terms. Guarantareby ratifies and confirms its obligations undee Guaranty and agrees that
execution and delivery of this First Amendmengsloot in any way diminish or invalidate any ofatdigations thereunder.

6. Representationand Warranties Borrower hereby represents and warrants to Lrsritiat:

€) The representations and warrantieslemm the Credit Agreement, as amended by thist
Amendment, are true and correct in all materigpeets as of the date hereof;

(b) After giving effect to this First Amédment, no Default or Event &fefault under the Credit Agreem
or the other Loan Documents exists on the dateofiere




(c) This First Amendment has beenydalthorized, executed and delivered by Borrower as t
constitute the legal, valid and binding obligatioosBorrower, enforceable in accordance withéisris, except as the same may be limite
insolvency, bankruptcy, reorganization or othewd relating to or affecting the enforcementcodditors' rights or by general equite
principles;

(d) The Joinder Pages to this First Anmeedt have been duly authorized, executed and detivey
Guarantor; and

(e) No material adverse change in thenass, assets, operations, condition (financial tberavise) o
prospects of Borrower, Guarantor or any of thelisaiaries or Affiliates has occurred since theedait the last financial statements of
afore mentioned entities which were delivered tanddstrative Agent.

All of the above representations and warrantieall survive the making of this First Amendment.

7. _Conditions PrecedeniThe effectiveness of the amendments set forthimés subject to the fulfillment, to t
satisfaction of Administrative Agent and its counséthe following conditions precedent:

@) Borrower shall have delivered to Adisirative Agent the following, all of which shalé in form and
substance satisfactory to Administrative Agent sinall be duly completed and executed (as applitable

0] This First Amendment;
(i) Replacement Notes and the AdditioNates, as more fully set forth in Section 8 below;
(iii) If requested by Administrative Agerdvidence that the execution, delivery and peréoroe

by Borrower and Guarantor, as the case may bdisfHirst Amendment have been duly authorized, exegicand delivered by Respons
Officers of Borrower and Guarantor, as the case beaynd

(iv) Such additional documents, certifesatand information as Administrative Agent maguiee
pursuant to the terms hereof or otherwise reasgmablest.

(b) The representations and warrantieSasth in the Credit Agreement shall be true amdrect in al
material respects on and as of the date hereof.

(c) After giving effect to this First Amdment, no Default or Event dfefault shall have occurred and
continuing as of the date hereof.

(d) Borrower shall have paid to Adminisitra Agent, (i) any fees required to be paid by Barmer tc
Administrative Agent for its benefit or the benedit the Lenders in connection with the Increasedn@itment Amount as agreed to
Borrower and Administrative Agent; and (ii) all ethcosts and expenses of Administrative Agent imeation with preparing and negotiai
this First, including, but not limited to, reasotehttorney's fees and costs.




8. Replacement and Additional NoteSoncurrently with the execution and delivery bistFirst Amendmer
Borrower shall execute and deliver (i) to each fixgsLender, a replacement Revolving Note in thefamount of the Increased Commitn
of such Existing Lender as set forth on Exhibit ttaehed hereto and (ii) to each Additional LendeRevolving Note in the face amoun
the Commitment of such Additional Lender as sethfen Exhibit A attached hereto, in each case énfthim of Exhibit G1 attached to tt
Credit Agreement. The replacement Revolving Nottheoapplicable Existing Lender shall evidence aungstanding Loans of such Exist
Lender and upon receipt thereof the existing ReuglWote to such Existing Lender shall be cancedled returned to Borrower.

9. Joinder by Additional LendersEffective on the Effective Date, each Additiona&nder hereby joins in a
becomes a party to the Credit Agreement with them@dment set forth opposite its name on Exhibitttaghed hereto, agrees to be boun
the provisions of the Credit Agreement and shaltehthe rights and obligations of a Lender thereuaae under any other document issue
connection therewith. Each Additional Lender heretakes and agrees to be bound by all of the tentisanditions set forth in Section 10.5
(b) of the Credit Agreement as if it were an assegof its Commitment under the provisions of Sectif.5 of the Credit Agreement.

10. Adjusting Payment#s of the Effective Date, Administrative Agendimotify each Lender as to the adjus
payments which will be required to be made to thstanding Loans of each Lender in order to gifectfto the increase in the Maxim
Commitment Amount and the increase to and addifathe individual Commitments of certain Lendersquant to this First Amendment
that after such adjusting payments are made eauttell's outstanding Loans evidenced by such LenBewrslving Note shall be in an amo
equal to its Pro Rata Share of all outstanding ko&m the Effective Date each Lender agrees ta@é#ye other Lenders the amounts, if i
specified by Administrative Agent in such notice.

11. Miscellaneous.

@) All terms, conditions, provisionsdecovenants in the Loan Documents and all otHecument
delivered to Administrative Agent in connectioetbwith shall remain unaltered and in full forcel affect except as modified or amen
hereby. To the extent that any term or provisiontte$ First Amendment is or may be deemed expreisglgnsistent with any term
provision in any Loan Document or any other exediteconnection therewith, the terms and provisioaeof shall control.

(b) Except as expressly provided herein, the executieljvery and effectiveness of this F
Amendment shall neither operate as a waiver gf right, power or remedy of Administrative Agent lbenders under any of the Lc
Documents nor constitute a waiver of any DefauEwent of Default thereunder.




(c) This First Amendment constitute® &mtire agreement of the parties with respetittécsubject matt
hereof and supersedes all prior and contemporanguiesstandings and agreements.

(d) In the event any provisions of this First Amendmeralidte held invalid or unenforceable by any cc
of competent jurisdiction, such holding shall notalidate or render unenforceable any other promisiereof.

(e) This First Amendment shall be goverbgdnd construed according to the laws of the eStal
California, without giving effect to any of its cice of law rules.

) This First Amendment shall inurethbe benefit of, and be binding upon, the parte®to and their
respective successors and assigns and may be exaécutne or more counterparts, each of which sfsaleemed an original, but all of wh
together shall constitute one and the same instiime

(9) The headings used in this First Ammeadt are for convenience of reference only, ddoroh a part of
this First Amendment and shall not affect in araywhe meaning or interpretation of this First Amhernt.

[Signatures commence on the next page]




IN WITNESS WHEREOF, Borrower, Administrative Ageahd Lenders have caused this First Amendment
executed by their duly authorized officers as efdate first above written.

ESSEX PORTFOLIO, L.P.,
a California limited partnershi

BY: ESSEX PROPERTY TRUST, INC
a Maryland corporation, its general part

By:/s/ Jordan E. Ritte

Jordan E. Ritte
Senior Vice Presidel

[Signatures Continue on the Next Page]
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PNC BANK, NATIONAL ASSOCIATION,
as Administrative Ager

By: /s/ Nicolas Zitelli
Nicolas Zitelli, Vice Presider

[Signatures Continue on the Next Page]
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PNC BANK, NATIONAL ASSOCIATION,
as L/C Issuer, Swing Line Lender and Len

By: /s/ Nicolas Zitelli
Nicolas Zitelli, Vice Presider

[Signatures Continue on the Next Page]
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UNION BANK, N.A.,
as Lende

By: /s/ Thomas E Littl¢

Thomas E Little
Vice Presiden

[Signatures Continue on the Next Page]
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COMERICA BANK, a Texas Banking Associatior
as Lende

By :/s/ISAM F. MEEHAN

NameSAM F. MEEHAN
Title: VICE PRESIDENT

[Signatures Continue on the Next Page]
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KEYBANK NATIONAL ASSOCIATION,
as Lende

By:/s/ Jason R.Weav:

NameJason R.Weave
Title: Senior Vice Presidet

[Signatures Continue on the Next Page]
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US BANK, NATIONAL ASSOCIATION,
as Lende

By:/s/ Jeffrey Hoppel

NameJeffrey Hoppel
Title: Senior Vice Presidet

[Signatures Continue on the Next Page]
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CAPITAL ONE, N.A.
(successor by merger to Chevy Chase Bank, F.SsB.g¢adel

By:/s/Frederick H. Deneck

NameFrederick H. Deneck
Title: Vice Presiden

[Signatures Continue on the Next Page]
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BANK OF THE WEST,
as Lende

By:/s/lrina Galien¢

Namelrina Galiene
Title: Vice Presiden

[Signatures Continue on the Next Page]
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BANK OF THE WEST,
as Lende

By:/s/Benjamin Amay:

NameBenjamin Amayc
Title: Vice Presiden

[Signatures Continue on the Next Page]
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WELLS FARGO BANK, NATIONAL ASSOCIATION,
as Lende

By:/s/Carl Skanderu

NameCarl Skanderu
Title: V.P.

[Signatures Continue on the Next Page]

[Signature Page to First Amendment to Amended agstd®ed Credit Agreement]




BANK OF MONTREAL, asLende

By:/s/Lloyd Baron

NamelLloyd Baron
Title: Vice Presiden

[Signatures Continue on the Next Page]
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COMPASS BANK, as Lende

By:/s/ Brian Tuefi

NameBrian Tueff
Title: SVP

[Signatures Continue on the Next Page]
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CITIBANK, as Lende

By:/s/John C. Rowlan

NameJohn C. Rowlan
Title: Vice Presiden

[Signatures Continue on the Next Page]
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HSBC BANK USA, NA, asLende

By:/s/Karen Kokam

NameKaren Kokame
Title: Vice Presiden

[Signatures Continue on the Next Page]
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JOINDER PAGE

Essex Property Trust, Inc., a Maryland corporatasithe "Guarantor" under the Credit Agreemengthejoins in the execution of tl
First Amendment to make the affirmations set fanttsection 5 of this First Amendment and to evieits agreement to be bound by
terms and conditions of this First Amendment aggtile to it. The party executing this Joinder Paigdehalf of Guarantor has the requ
power and authority, and has been duly authorimeedxecute this Joinder Page on behalf of Guarantor

ESSEX PROPERTY TRUST, INC.,
a Maryland corporation, as Guaran

By:/s/Jordan E. Ritte

NameJordan E. Ritte
Title: Senior Vice Presidet




Existing Lenders

EXHIBIT A TO FIRST AMENDMENT

EXISTING LENDERS

Original Commitment

Increased Commitmen

PNC Bank, National Associatic
Bank of Wes!

Union Bank, N.A.

Wells Fargo, National Associatic
Capital One, N.A

Comerica Banl

US Bank, National Associatic
Keybank, N.A.

Compass Ban

Bank of Montrea

TOTAL:

R e R R e R

65,000,00
40,000,00
50,000,00
50,000,00
30,000,00
30,000,00
50,000,00
40,000,00
30,000,00
40,000,00
425.000.00

R AR e R e e R

75,000,00
40,000,00
60,000,00
60,000,00
30,000,00
30,000,00
60,000,00
40,000,00
30,000,00
40,000,00
465 000 00C

ADDITIONAL LENDERS

Additional Lenders Commitment
Citibank $ 25,000,000
HSBC Bank USA, N.A $ 10,000,00

A-1




SCHEDULE 1.1 TO CREDIT AGREEMENT
LENDERS' NAMES, COMMITMENTS AND PRO RATA SHARES

Lender Commitment  Pro Rata Share
PNC Bank, National Associatic $ 75,000,00 15.0(%
Bank of Wes! $ 40,000,00 8.0(%
Union Bank, N.A. $ 60,000,00 12.0(%
Wells Fargo, National Associatic $ 60,000,00 12.0(%
Capital One, N.A $ 30,000,00 6.0(%
Comerica Banl $ 30,000,00 6.0(%
US Bank, National Associatic $ 60,000,00 12.0(%
Keybank, N.A. $ 40,000,00 8.0(%
Compass Ban $ 30,000,00 6.0(%
Bank of Montrea $ 40,000,00 8.0(%
Citibank $ 25,000,00 5.0(%
HSBC Bank USA, N.A $ 10,000,00 2.0(%
Total $500!000!00 100.0(%

1.1-1




Exhibit 10.2
MODIFICATION AGREEMENT

This Modification Agreement (Agreement") is made as of July 30, 2012, by and among ES®BORTFOLIO, L.P., a
California limited partnership ("Borrower "), U.S. BANK NATIONAL ASSOCIATION, a national bking association, as
administrative agent (Agent "), under the Loan Agreement described below, BBBNK NATIONAL ASSOCIATION, a national
banking association, as a Lender (U.S. Bank "), and each of the other Lenders set forth on the
signature pages hereof (and together with atiner bank that becomes a party to thanLAgreement in the future, collectively, "
Lenders").

Factual Background

A. Under a Term Loan Agreement dated Novenie2011 (the Loan Agreement" ), certain of the Lenders agreed to
make an unsecured term loan of up to $200,000(@@A an additional $100,000,000 "accordion" feajuto Borrower (thé¢ Loan" ),
subject to the terms and conditions specified there

Borrower's obligations under the Loan arerently evidenced by (i) a Note dated Novemb®,2011 made payable to
U.S. Bank National Association in the stated ppati amount of Thirty-
Two Million Five Hundred Thousand Dollaré32,500,000), (ii) a Note dated Novembey 2B11 made payable to Bank of the
West in the stated principal amount of Fifteen Miil Dollars ($15,000,000), (iii) a Note dated Nofzer 15, 2011 made payable to Bank
of Montreal in the stated principal amount of FéfteMillion Dollars ($15,000,000), (iv) a Note datddvember 15, 2011 made payable to
PNC Bank National Association in the stated priatigmount of Twenty-Five Million Dollars ($25,000@), (v) a Note dated November
15,2011 made payable to Comerica Bank in theedt@rincipal amount of Ten Million Dollars ($10,9000), (vi) a Note dated
November 15, 2011 made payable to Capital One, h.Ahe stated principal amount of Ten Million Da# ($10,000,000), (vii) a Note
dated November 15, 2011 made payable to Compads Bathe stated principal amount of Ten Millid»ollars ($1 0,000,000), (viii) a
Note dated November 15, 2011 made payable to UR&rk, N.A. in the stated principal amount of TweSgven Million Five Hundred
Thousand Dollars ($27,500,000), (ix) a Note datexvéynber 15, 2011 made payable to Key Bank Natidwsslociation in the stated
principal amount of Fifteen Million Dollars ($15,0@00), (x) a Note dated November 15, 2011 madealpa to Wells Fargo Bank
National Association in the stated principal amoahfTwenty-Five Million Dollars ($25,000,000), arfe) a Note dated November 15,
2011 made payable to HSBC Bank USA, N.A. in theestarincipal amount of Fifteen Million Dollars ($000,000) (collectively, the
"Note").

B. As of the date of this Agreement the gipal balance outstanding under the Loan is $2@)00D.

C. In connection with the Loan, Essex Prgp@rust, Inc., a Maryland corporation Guarantor "), executed in favor
Agent and Lenders that certain Payment Guarangddat of November 15, 2011 (th&Uaranty ).




D. Subject to the terms and conditions of thjreement, Borrower, Agent and Lenders have dgeenodify the terms of
the Loan to, among other things, extend the terma pbrtion of the Loan, modify the interest ratyable under the Loan, and make
additional Loan proceeds available under thenLdgso that the total available principaloamt of the Loan shall be $350,000,000,
with a $150,000,000 "accordion" feature), as mally &et forth herein.

E. As used in this Agreement, the térbban Documents” means the Loan Agreement, the Note, the Guararmtyhen
other" Loan Documents" described in the Loan Agreement, all as amendedoalified hereby. This Agreement shall also counttitl
Loan Document. Capitalized terms used herein witkhiefinition have the meanings ascribed to thethénLoan Agreement.

Agreement

Therefore, Borrower, Agent and Lenders agree édsvist

1. Recitals The recitals set forth above in the Factual Baaknd are true, accurate and correct, and sudalsehereby
are incorporated herein as an agreement of Borrokgent and Lenders.

2. Reaffirmation of Obligations. Borrower reaffirms all of its Obligations undiae Loan Documents, and Borrov
acknowledges that it has no claims, offsets or ridefe with respect to the payment of sums due utideiNote or any other Loz
Document. Without limiting the foregoing, Borrom@) reaffirms Agent's right, following the occemnce of any Event of Default, subj
only to the terms and conditions of the Loan Agreemto apply any and all payments made by Borrawestherwise received by Age
or Lenders with respect to the Loan to the obl@atiowing by Borrower under the Loan Documentsuichsorder and manner deen
appropriate by Agent in its sole discretion (subjeanly, as between Agent and Lenders, to the pimws of the
Loan Agreement governing the application ofrpants as between Agent and Lenders), andeXpyessly waives all of its righ
under applicable law or otherwise to direct Agentasuch application or to designate the portiath® obligations to be satisfied.

3. Increased Availability The Loan Documents are hereby amended as follows

€) On the Effective Date (as defined beldvenders shall make available to or for the beradfiBorrower addition:
sums so that the total principal amount availablbe borrowed by Borrower under the Loan Agreemeutthe Note shall be Three Hunc
Fifty Million Dollars ($350,000,000) (inclusive dhe amounts currently owing under the Loan Agredjnéxs used herein and in the ot
Loan Documents going forward following the Effeetibate, the term "Loan" shall be deemed to incthéeadditional commitment descrit
above.




(b) On or immediately following the Effectii@ate, the Lenders that shall be the Lenders uthgetoan Agreeme
following the Effective Date shall, in accordancihwheir Pro Rata Shares of the new Maximum Commaitt Amount, repay to each of
existing Lenders (or reallocate between the exgdtienders, other than the "Exiting Lender" desatibelow, and the "New Lender" descril
below, in a manner which Agent determines wouldimire any LIBOR breakage fees or costs) the amotumtently owing under the Lo
Agreement and other Loadocuments (i.e., 200,000,000, plus interest accthedeon through the date of payment at the intews:
previously in effect prior to the Effective Datedar the Loan Agreement, and all other sums owirgetlmder), and following this fii
disbursement of the Loan under the modified LoameAment, Borrower may thereafter borrow from theders the additional committ
sums specified herein (i.e., an additional $150000 in new commitments), subject to the satisfectf the terms and conditions
advances set forth in the Loan Agreement and dthan Documents, including without limitation Secits2 and 5 of the Loan Agreem
and subject to thadditional conditions and terms specified belowsection 9 of this Agreement. Advances of the addéi commitmen:
( other than the "accordion" amounts as set fartBaction 3(c) below and in Sectigrl7 of the Loan Agreement) will be available intog
maximum of three borrowings, which may be drawn ddw no later than December 31, 2012, and may balyporrowed in minimu
amounts of Twenty-Five Million Dollars or more. Ttee extent repaid, advances under the Loan Agrelemay not be reborrowed.

(c) Following the Effective Date, the accomlifeature more fully described in Section 2.1thaf Loan Agreeme
shall be increased from One Hundred Million Dollé8$00,000,000) to One Hundred Fifty Million Doka$150,000,000), so that, should
accordion feature be fully exercised in accordanith the provisions of Section 2.17 of the Loan égment, the Maximum Commitmu
Amount may be increased to (but not above) a maxiraggregate amount of Five Hundred Million Doll§&00,000,000), subject the
satisfaction of all of the terms and conditionscsfped in Section 2.17 of the Loan Agreement ang ater applicable provisions thereof.

4. New LendersOn the Effective Date, Citibank, N.A. shall bedad as a new Lender under the Loan Agreement ("New
Lender"), and Compass Bank (the "Exiting Lendefalsbe repaid the sums owing to it currently b tBorrower under the Loan
Agreement and other Loan Documents, and shall ceabe a Lender under the Loan Agreement and dtban Documents. By their
execution of this Modification Agreement, the Newnder (as well as the existing Lenders) shall bemaal to have agreed to and be
bound by all obligations and agreements applicabtbe "Lenders" under the Loan Agreement, andrdtban Documents, as modified by
this Modification Agreement, as if they had exedub®th the original Loan Agreement and other Loawnents and this Modification
Agreement. The Commitment of the New Lender (ad agthe modified Commitments of the existing Lesdé&at shall remain Lenders
under the Loan Agreement following the Effectivet®ashall be as set forth in the new Schedule ftdclzed to this Modification
Agreement, effective as of the Effective Date.

5. New Definitions. The "Definitions" section of the Loan Agreemémnthereby amended by adding the following
definitions, in appropriate alphabetical order:

" Core Marke ts":  Shall mean the State of California and the metitgpolrea of Seattle, Washington.

" Delayed Draw Availability Period": Means the period from the Effective Date (as defimethe Modification
Agreement) through December 31, 2012.




" Modification Agreement™: Means that certain Modification Agreement datedfatuly 30, 2012 executed by and
among Borrower, Administrative Agent and the ders.

" New Fee Lletter ": Means that certain letter dated as of July 30, 28f@cuted by and among Borrow
Administrative Agent, and U.S. Bank and Wells FaBpank, as the joint Lead Arrangers. From and éfterEffective
Date of the Modification Agreement, as used in ltloan Documents, the term "Fee Letter" shall mdan New Fe«
Letter.

6. Existing Definitions.

@) The definitiomf " Applicable Committed Loan Margin " contained in the "Definitions" section of the

Loan Agreement is hereby deleted in its entirety mplaced with the following:

" Applicable Committed Loan Margin means the Applicable LIBOR Committed Loan Margirttee Applicable
Reference Rate Committed Loan Margin determineah fitee following pricing grid based on the currenblished or private ratings of
Guarantor's senior unsecured long term debt,@sded below:

APPLICABLE
GUARANTOR'S SENIOR APPLICABLE LIBOR REFERENCE
UNSECURED LONG COMMITTED LOAN RATE
TERM DEBT RATING MARGIN COMMITTED
TIER LOAN MARGIN
| A- and/or A3 or bette 1.10% .10%
Il BBB+ and/or Baa 1.20% .20%
Il BBB and/or Baa: 1.30% .30%
v BBB- and/or Baax 1.70% .70%
Vv Less than BBB- and/or Baa3 2.25% 1.25%

Borrower shall provide to Administrative Agent vieih evidence of the current rating or ratings orai@ntor's senior unsecured long t
debt by any of Moody's, S&P and/or Fitch, if suating agency has provided to Guarantor a ratingumt senior unsecured long term ¢
which evidence shall be reasonably acceptable wiAidtrative Agent; providedthat, at a minimum, Guarantor must provide suchtiac
from either Moody's or S&P. In the event that Guor has a rating on its senior unsecured long terbt provided by (a) both Moody's
S&P, (b) both Moody's and Fitch, (c) both S&P aiitith; or (d) each of Moody's, S&P and Fitch, aneréhis a difference in rating betwt
such rating agencies, the Applicable Committed Listamgin shall be based on the higher rating. Chamgé¢he Applicable Committed Lo
Margin shall become effective on the first dayduling the date on which any of Moody's, S&P or [rithat has provided Guarantor a ra
on Guarantor's senior unsecured long term debtgesanuch rating. Borrower shall notify Adminisitra Agent of any such changes
Guarantor's senior unsecured long term debt purdoand in accordance with Section 6.4(i); prodidehowever,that any increase in t
Applicable Committed Loan Margin that results frarchange in the rating of Guarantor's senior uneeclong term debt shall beco
effective on the first day following the date wmich the rating agency changes such rating, asiged in the immediately precedi
sentence, whether or not Borrower has notified Adstiative Agent of any such change. On the Clo$hage, the Applicable Committ
Loan Margin shall be based on Tier IIl."




(b) The definition of "Capitalization RateSrtained in the "Definitions” section of the Loagréement is hereby
deleted in it's entirely and replaced with thedwling:

" Capitalization Ratemeans (i) with respect to the properties whichlecated in Core Markets: (A) 6.00% from the
Effective Date (as defined in the Modification &gment) through November 15, 2014 and (B) 6.50%e#iter, and (ii) with respect to the
properties which are not located in Core Markef#) 6.50% from the Effective Date through Noumer 15, 2014 and (B) 6.75%
thereafter."

(c) The definitiorof " Maturity Date" contained in the "Definitions” section of the Loagreement is hereby
deleted in its entirety and replaced with the feilog:

" Maturity DateAugust 1, 2017."

(d) The definition of Maximum Commitment Amount " contained in the "Definitions" section of the Loan
Agreement is hereby deleted in its entirety andaegd with the following:

" Maximum Commitment Amounimeans, at any time, an amount equal to Three Hdnéitty Million Dollars
($350,000,000); providechowever, that from and after November 15, 2016 through Ntegurity Date, the Maximui
Commitment Amount shall be reduced to, and shalhimmé¢he then total Outstanding Amount as of Novamnilse 201/
minus $200,000,000. The Maximum Commitment Amount shellsbbject to increase pursuant to, and on the tam
subject to the conditions set forth in, Sectior/2'1

7. Further Modifications to the Loan Agreement. The Loan Documents are hereby further amendéollaws:

€) Without limiting the requirements of 8en 2.8.3 (Mandatory Repayments) of the Loan Agreset, Borrowe
understands and agrees that since the Maximum @ament Amount shall decrease (as set forth inthe
definition of Maximum Commitment Amount) on amber 15, 2016, Borrower shall be required to yejgaAgent, for the benefit
Lenders, the amount by which the Outstanding Arhewneeds the Availability as of such date.

(b) Notwithstanding the titles or desigonas set forth in the existing Loan Agreement, thiéofving Lenders she
have the following titles under the Loan Agreemant with respect to the Loan from and after thee@ife Date: (i) U.S. Bai
National Association shall remain as AdministratiAgent, (i) U.S. Bank National Association aWklls Fargo SecuritiesLLC, shall be
the joint "Lead Arrangers”, and the "Joint Book Rars"; and (iii) Wells Fargo Bank National Assomai PNC Bank National Associatic
Union Bank, N.A. and Bank of Montreal, shall be “Documentation Agents".




(c) Effective as of the Effective Date, Sdhle 1.1 to the Loan Agreement is hereby deleted the new Schedule 1
attached to this Modification Agreement is hereblgsiituted in place thereof, and the new Scheddlattached hereto shall, from and after
the Effective Date, be the governing ScheduleHerGommitments and the Pro Rata Shares of thedremuhder the Loan Agreement and
with respect to the Loan.

(d) In order to properly reflect and evidertice new Commitments and Pro Rata Shares of eatttedfenders und
the Loan Agreement as modified by this Modificatidgreement, Borrower shall execute and deliver hmtes to each of the Lenders in
amount of their new Commitments, substantiallyh@ same form of Note as previously executed bydeer in connection with the existi
Loan Agreement, with such changes thereto as Aglwalt reasonably require. Following receipt of tieev Notes, each of the supersedec
Notes shall be marked “cancelled" and returnetiedBorrower

(e) Unused Fee. To the extent that theliBais not fully drawn immediately following thEffective Date (i.e.; to tf
extent that there is less than $350,000,000 outstgimmediately following the closing of the Mod#tion Agreement), Borrower shall f
to Agent, for the prorata benefit of the Lendensaddition to all other fees set forth in the NegeR etter, a fee in an amount equal to O.
(twenty basis points) per annum of the averageydailised (undisbursed) amount of the aggregate Gomemts of all the Lenders, whi
shall accrue during the Delayed Draw Availabilitgridd (and such unused fee shall cease accruitnyaly the end of the Delayed Dr.
Availability Period), and shall be payable qudytén arrears, as of the first day of each caleryarter.

The figure "$300,000,000" set forthSection 2.17.1 of the Loan Agreement is herebgtddland in its place the
figure "$500,000,000" is hereby inserted.

(9) Section 8.1(k) of the Loan Agreemertiéseby amended and restated in its entirety toigecas follows:

"Borrower, Guarantor or a subsidiary of BorroweGararantor defaults (taking into account applicatdéce an
cure periods, if any) in connection with any creditch Person has with any holder of Indebtedné
such Person, (i) and such default consisthefdilure to make a payment when due on one oerbligation
that are recourse to Borrower, Guarantor or a gidryi of Borrower or Guarantor whose outstandinggipal
amount exceeds $50,000,000 individually or in thgragate and such default has not been waivedebfdhle
of such Indebtedness, or (ii) as a result of susflaudt, one or more obligations that are recoucs8drrower
Guarantor or a subsidiary of Borrower or Guaranttose outstanding principalamount exceel
$50,000,000 individually or in the aggregate hagen accelerated; c




(h) No Other Modifications. Except as expressly set forth in this Agreemtirg,Loan Documents shall be and
remain unmodified and in full force and effect.

8. GeneralRelease. As further inducement to Agent and Lendersnigeinto this Agreement, Borrower and Guarantor
hereby release Agent and Lenders as follows:

€) Borrower and Guarantor and their haugcessors and assigns (collectively, tiReleasing Parties’) do hereb
release, acquit and forever discharge Agent and debrsn of and from any and
claims, demands, obligations, liabilities, ibhtktiness, breaches of contract, breaches of dutyany relationship, acts, omissic
misfeasance, malfeasance, cause or causes of ,adgbts, sums of money, accounts, compensatiortyacts, controversies, promis
damages, costs, losses and expenses of every Kymk, nature, description, or character, whetheovkm or unknown, suspected
unsuspected, liquidated or unliquidated, each asgh fully set forth herein at length, which in amgy, have, prior to the Effective De
arisen out of, are connected with or related toLiben Documents, this Agreement or any earlier @nather agreement or document refe
to therein (collectively, the Released Claims" ).

(b) The agreement of the Releasing Partesea forth in the preceding subparagraphsfe)l inure to the benefit
the successors, assigns, insurers, administraigesits, employees, and representatives of Agentemders.

(c) The Releasing Parties have read thegfing release, fully understand the legal consecpeerhereof and ha
obtained the advice of counsel with respectetite The Releasing Parties further warrard r@present that they are authorized to r
the foregoing release.

(d) Each Releasing Party acknowledges Heafdregoing release shall extend to Released Glaihich the Releasi
Party does not know or suspect to exist in RelggBarty's favor at the time of executing this Agneat, regardless of whether such Rele
Claims, if known by such Releasing Party, wouldéhavaterially affected such Releasing Party's datig enter into this Agreement. E
Releasing Party acknowledges that they are familitir Section 1542 of the Civil Code of the State€California which provides as follows:

A general release does not extend to claims whiehcteditor does not know or suspect to exidtignor he
favor at the time of executing the release, wiiidtnown by him or her must have materially affettds or he
settlement with the debtc

Each Releasing Party waives and relinquishes gy or benefit which it has or may have under ®acti542 of the Civ
Code of the State of California and any similarvisimn of the statutory or nostatutory law of any other jurisdiction, to thelfektent that |
may lawfully waive all such rights and benefite. cbnnection with such waiver and relinquishmeatheReleasing Party acknowledges tt
is aware that it or its attorneys or agents magdfeer discover facts iaddition to or different from those which it nowdws or believes 1
exist with respect to the subject matter of ®étion. 7 or the other parties hereto, but that each Rielgdarty intends hereby fully, fina
and forever to settle, waive and release all ofRleéeased Claims, known or unknown, suspected suspected, which now exist or n
exist hereafter between Releasing Parties and Ageht.enders in connection with the Loan, excepitherwise expressly provided in
Section 7. This foregoing release shall be and remaiffiect notwithstanding the discovery or existentany such additional or differe
facts.




(e) Each Releasing Party warrants and reptesthat it is the sole and lawful owner of &ht, title and interest
and to all of the respective Released Claims retbdmereby and that it has not heretofore voluwgtally operation of law or otherwis
assigned or transferred or purported to assigraoster to any person or entity any such claimngr@ortion thereof.

4] This release is not to be construed dnds not constitute an admission of liability the part of Agent «
Lenders. This release shall constitute anlatesdbar to any Released Claim of any kind, whetweh claim is based on contract, 1
warranty, mistake or any other theory, whetherllegtatutory or equitable. The Releasing PartpescHically agree that angttempt to asse
a claim barred hereby shall subject each of thetheagrovisions of applicable law setting forth tieenedies for the bringing of groundle
frivolous or baseless claims or causes of action.

Borrower's Initials Guarantor's Initial
9. Conditions PrecedenBefore this Agreement becomes effective and aaryypbecomes obligated under it, all of

following conditions shall have been satisfied imanner acceptable to Agent in the exercise of Agaole judgment (except as waive:
reserved by Agent in writing):

@) Agent shall have received fully executeiginals of this Agreement, the new Notes forhehender (as specifi
in Section 7(d) above of this Agreement), the Ne&xe Letter and any other documents which Agent reagonably require or reques
accordance with this Agreement or the other Loanubnents (including, without limitation, pertaigito the Patriot Act).

(b) Guarantor shall have executed and delivéo Agent the attached Consent of Guarantor.
(c) Borrower shall have paid to Agent attdeset forth in the New Fee Letter.
(d) Agent and Lenders shall have resgiveimbursement, in immediately available fund$, all reasonab

actual, out-ofpocket costs and expenses incurred by Agent anddrs in connection with the Loan or this Agreatencluding the leg
fees, charges arekpenses of Agent's counsel (determined on the béasiuch counsel's generally applicable rateschviriay be higher thi
the rates such counsel charges Agent in certaitersat




(e) Agent shall have received all documeswglencing the formation, organization and validseence of th
Borrower and Guarantor (to the extent such docusneate been amended or modified since the orig@itading Date) and the authorizat
for the execution, delivery, and performance of thgreement.

()] No change shall have occurred in the financial d¢@mrdof Borrower or Guarantor, which would have,Agent'
sole judgment, a material adverse effect on Borrswer Guarantor's ability to repay the Loan oreotfise perform its obligations under
Loan Documents.

(9) Agent shall have received fromhouse counsel for Borrower an opinion as to Borrsygower and authority
execute, deliver and perform this Agreement, imfand substance acceptable to Agent.

(h) Borrower's representations and warrargigorth in Section 10 below are true and corireel! respects.

() The conditions precedent shall have besisfied prior to August 10, 2012 unless waivedeserved by Agent
writing.

)] Each of the Lenders shall have received credita@brfrom the appropriate credit committee or othethority
within that Lender as to its Commitment and perfance of its obligations under the Loan Agreemedt@ther Loan Documents, as modit
by this Agreement.

10. Borrower'sRepresentationsand Warranties Borrower represents and warrants to Agent amdiées as follows:

€) Loan Documents Except as previously disclosed to Agent in wgtiall representations and warranties n
and given by Borrower in the Loan Documents are,taccurate and correct in all material respectsrd@ver is in compliance with i
covenants, terms and conditions in effect and @sired under the Loan Documents (as modified by Agreement).

(b) No Default No Event of Default has occurred and is contiguiand no event has occurred and is contir
which, with notice or the passage of time or betbuld be an Event of Default.

(c) Borrowing Entity Borrower is a limited partnership which is dulganized, validly existing and in good stanc
under the laws of the State of California and ity dwalified to conduct business, and is in go@hding, in the State of California and, to
extent legally required, in each other state inawhit conducts business. Except as previously disclosestriting by Borrower to Ager
there have been no changes in the organizationpasition, ownership structure or formation docurseoft Borrower since the Closi
Date. Borrower's execution and delivery of thisrégment and the continued performance by Borrowetsaobligations under the Lo
Documents to which it is a party have been dulyatized by all necessary action on the part of 8wer and any other required parties.
Agreement has been duly executed and deliveyeBorrower and is the binding obligation of Borrenvenforceable against it in accorde
with its terms, except as such enforceability mayimmited by bankruptcy, insolvency, reorganizatitquidation, moratorium or other simi
laws of general application and equitable prin@pkdating to or affecting creditors' rights.




11. Incorporation This Agreement shall form a part of each Loarcioent, and all references to a given Loan Docul
shall mean that document as modified pursuantitoAgreement. For purposes of this Agreement,'thffective Date" shall be the
date that Agent naotifies Borrower that all of thenditions precedent set forth in Section 9 hereahbeen satisfied in a manner accept
to Agent in the exercise of Agent's sole judgmentyaived or reserved by Agent in writing.

12. No Prejudice; Reservation of Rights. Except as expressly set forth herein, this Agwa shall not prejudice any
rights or remedies of Agent or Lenders under than_Bocuments. Agent and Lenders reserve, withoutation, all rights which it has
against any endorser of the Note.

13. No Impairment. Except as specifically hereby amended, the Loaouhents shall each remain unaffected by this
Agreement and all such documents shall remainliridice and effect.

14. Integration. The Loan Documents, including this Agreement:iigggrate all the terms and conditions mentiomedr|
incidental to the Loan Documents; (b) supersederall negotiations and prior and other writingshwiéspect to their subject matter; ¢
(c) are intended by the parties as the final exgioesof the agreement with respect to the termscanditions set forth in those docume
and as the complete and exclusive statement dbthes agreed to by the parties. If there is anyliobtetween the terms, conditions &
provisions of this Agreement and those of any oflgreement or instrument in effect as of the EifffecDate, including any of the oth
Loan Documents, the terms, conditions and provssifrthis Agreement shall prevail.

15. Miscellaneous This Agreement and any attached consents orbi#shiequiring signatures may be executec
counterparts, and all counterparts shall constitwieone and the same document. If any court ofpetemt jurisdiction determines a
provision of this Agreement or any of the other hdocuments to be invalid, illegal or unenforceatiat portion shall be deemed seve
from the rest, which shall remain in full force agiflect as though the invalid, illegal or unenfaiske portion had never been a part of
Loan Documents. This Agreement shall be governethé laws of the State of California, without redjto the choice of law rules of tr
State. As used here, the word "include(s)" meamsiudes(s), without limitation,” and the word "Inding" means "including, but n
limited to."

[Signatures on following page]
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Agent:

U.S. BANK NATIONAL ASSOCIATION,
as Administrative Ager

By:
Jeffrey G. Hoppen, Senior Vice
Presiden

Borrower:

ESSEX PORTFOLIO, L.P.,
a California limited partnershi

By: ESSEX PROPERTY TRUST, INC
a Maryland corporation, its general part

By:/s/ MarkJ. Mikl

Name MarkJ. Mikl

Title: Senior Vice Presidel

925 East Meadow Drive
Palo Alto, CA 94303

Attn: Mark J. Mikl (facsimile: (650) 843-1514)
Jorden E. Ritter (facsimile: (650) 858-1372)
Michael T. Dance (facsimile: (650) 858-0139)
Internet Website: www.essexpropertytrust.com

[Signatures Continue on the Next Page]
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Borrower:

ESSEX PORTFOLIO, L.P.,
a California limited partnershi

By: ESSEX PROPERTY TRUST, INC
a Maryland corporation, its general part

By:

Name

Title:

925 East Meadow Drive
Palo Alto, CA 94303

Attn: Mark J. Mikl (facsimile: (650) 843-1514)
Jorden E. Ritter (facsimile: (650) 858-1372)
Michael T. Dance (facsimile: (650) 858-0139)
Internet Website: www.essexpropertytrust.com

Agent:

U.S. BANK NATIONAL ASSOCIATION,
as Administrative Ager

By: /s/ Jeffrey G. Hoppe

Jeffrey G. Hoppen, Senior Vice
Presiden

[Signatures Continue on the Next Page]
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Lenders:

U.S. BANK NATIONAL ASSOCIATION,
as Lende

By: /s/ Jeffrey G. Hoppe

Jeffrey G. Hoppen, Senior Vice
Presiden

[Signatures Continue on the Next Page]
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WELLS FARGO BANK, NATIONAL ASSOCIATION,
as Lende

By: /s/ Carl Skanderu
Carl Skanderup, Vice Preside

[Signatures Continue on the Next Page]
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UNION BANK, N.A.,
as Lende

By: /s/ Thomas E. Littl¢
Thomas E. Little, Vice Preside

[Signatures Continue on the Next Page]
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PNC BANK, NATIONAL ASSOCIATION,
as Lende

By: /s/ Nicolas Zitelli

Nicolas Zitelli,
Vice Presiden

[Signatures Continue on the Next Page]
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BANK OF MONTREAL,
as Lende

By: /s/ Aaron Lansk
Aaron Lanski,
Managing Directo

[Signatures Continue on the Next Page]
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BANK OF THE WEST,
as Lende

By: /s/ Lynn Foste

Lynn Foster, Senior Vice Preside

By:

Name

Title:

[Signatures Continue on the Next Page]
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BANK OF THE WEST,
as Lende

By:
Name
Title:

By: Ben Arroyo
NameBen Arroyo
Title: Vice Presiden

[Signatures Continue on the Next Page]
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HSBC BANK USA, NATIONAL ASSOCIATION,
as Lende

By: /s/KarenK. Kokame
Karen K. Kokame
Vice President

[Signatures Continue on the Next Page]
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KEYBANK NATIONAL ASSOCIATION,
as Lende

By: /s/ Jason R. Weav

Jason R. Weaver, Senior Vice
President

[Signatures Continue on the Next Page]
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CAPITAL ONE, N.A,,
as Lende

By: /s/ Frederick H. Denecl
Frederick H. Denecke, Vice President

[Signatures Continue on the Next Page]
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CITIBANK, N.A.,
as Lende

By: /s/ Michael Chlopal
Michael Chlopak, Vice President

[Signatures Continue on the Next Page]
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COMERICA BANK,
a Texas banking associatic
as Lende

By: /s/ Sam F. Meehe
Sam F. Meehan, Vice President

[Signatures Continue on the Next Page]
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CONSENT OF GUARANTOR

The undersigned, having read and understood tegdiorg Modification Agreemerft Agreement "), hereby (i) consents to
of the terms, conditions and provisions of the Agnent and the transactions contemplated by theefyggat, including, but not limited
Sections 2 through 8, inclusive,thereof, (ii) agrees that the Agreement does rmotiteate any of the obligations of the undersd
to Agent and Lenders under the Guaranty, (iigffrems its obligations under the Guaranty in ligiftthe Agreement (including, but 1
limited to, Sections 2 through 8, inclusive,thereof), and (iv) acknowledges and agrees thatdtss principal amount available to
borrowed by Borrower under the Loan Agreement dral Note has been increased#850,000,000 (with possible further increase
$500,000,000) and acknowledges and agreesttieaGuaranty shall cover and guarantee the repayofeall such increased sums. -
undersigned, having reread the Guaranty and witicaaf its own counsel, hereby reaffirm and restdt waivers, authorizations, agreem:
and understandings set forth in the Guaranty, asgth set forth in full herein. Capitalized terns®d in this consent but not otherwise def
shall have the meanings ascribed to such ternteidgreement.

Dated as of July 30, 201
"Guarantor"

ESSEX PROPERTY TRUST, INC.,
a Maryland corporatio

By:  /s/ Mark J. Mikl
Name Mark J. Mikl
Title : Senior Vice Presidel

CONSENT




SCHEDULE 1.1

LENDERS NAMES, COMMITMENTS AND PRO RATA SHARES

TERM PRO RATA

LENDER COMMITMENT SHARE

US Bank National Associatic $ 53,500,000.0] 15.28571428571%
\Wells Fargo Bank, National Associati $ 48,500,000.0] 13.85714285714%4
Union Bank, N.A. $ 46,000,000.0] 13.14285714284
PNC Bank, National Associatic $ 46,000,000.0] 13.1428571428%%
Bank of Montrea $ 36,000,000.0] 10.28571428571%4
Bank ofthe Wes $ 25,000,000.0 7.14285714285A4
HSBC Bank USA, N.A $ 25,000,000.0 7.1428571428%4
KeyBank National Associatio $ 25,000,000.0 7.14285714285%
Capital One, N.A $ 20,000,000.0 5.7142857142¢&%
Citibank, N.A. $ 15,000,000.0 4.28571428571%
Comerica Banl $ 10,000,000.0 2.85714285714%
TOTAL $ 350,000,000.C| 100.0000000000(%9

SCHEDULE 1.1




Exhibit 12.1
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)

Quarter

ended
June 30 Years ended December 3

2012 2011 2010 2009 2008 2007W

Earnings:
Income before discontinued operatic $ 42,49( $ 48,86¢ $ 49,16: $ 43,27¢ $ 78,55¢ $ 54,81¢

Gain on sales of real est: - - - (103 (4,579 -
Interest and amortization expense 27,54. 103,16¢ 87,58t 86,01¢ 85,06: 85,89¢
Total earnings $ 70,03: $ 152,03t $ 136,74 $ 129,19: $ 159,04: $ 140,71
Fixed charges:
Interest and amortization exper $ 27,54 $ 103,16¢ $ 87,58 $ 86,01¢ $ 85,06 $ 85,89¢
Capitalized interes 2,31¢ 8,24( 9,48¢ 10,46: 10,90¢ 5,13¢
Preferred stock dividenc 1,36¢ 4,75% 2,17(C 4,86( 9,241 9,17¢
Perpetual preferred unit distributions - 1,65( 6,30( 6,30( 9,90¢ 10,23¢
Total fixed charges and

preferred stock dividends $ 31,22¢ $ 117,81 $ 105,54: $ 107,63 $ 115,12: $ 110,44.
Ratio of earnings to fixed charge:

(excluding preferred stock

dividends and preferred unit

distributions) 2.3t X 1.3€ X 1.41 X 1.34 X 1.6€ X 158 X
Ratio of earnings to combined fixed

charges and preferred stock

dividends 2.24 X 1.2¢ X 1.3C X 1.2C X 1.3¢ X 1.27 X

(1) The results of operations for 2(-2011 have been reclassified and restated to reflscontinued operation




EXHIBIT 31.1

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

I, Michael J. Schall, certify that:

1.

2.

Date:

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

Based on my knowledge, this report doescantain any untrue statement of a material facoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to tl
period covered by this repo

Based on my knowledge, the financial statésj@nd other financial information included iistheport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this
report;

The registrant’s other certifying officerdahare responsible for establishing and maintgjmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduraesgused such disclosure control and procedurbs ttesigned under o
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared

b) Designed such internal control over finahmporting, or caused such internal controls direancial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; ar

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

The registrant’s other certifying officerdahhave disclosed, based on our most recent eN@tuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

a) All significant deficiencies and material \Waasses in the design or operation of internalroboter financial reporting
which are reasonably likely to adversely affectbgistrant’s ability to record, process, summaaizd report financial
information; anc

b) Any fraud, whether or not material, thatalwes management or other employees who have #is#n role in the
registran’'s internal control over financial reportir

August 3, 201

/sl Michael J. Schall

Michael J. Schal
Chief Executive Officer and President, and Dire:
Essex Property Trust, In




1
EXHIBIT 31.2

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

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

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to tl
period covered by this repo

3. Based on my knowledge, the financial statéme&nd other financial information included iistheport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this
report;

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

a) Designed such disclosure controls and proceduraesgused such disclosure control and procedurbs ttesigned under o
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared

b) Designed such internal control over finahmporting, or caused such internal controls direancial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; ar

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

5) The registrant’s other certifying officerdahhave disclosed, based on our most recent el@tuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

a) All significant deficiencies and materialak@esses in the design or operation of internalrobaver financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; anc

b) Any fraud, whether or not material, thatalwes management or other employees who have #is#n role in the
registran’'s internal control over financial reportir

Date:  August 3, 201

/sl Michael T. Dance

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




Exhibit 32.1

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

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 135@ptdr 63 of title 18, United States
Code), I, Michael J. Schall, hereby certify, to best of my knowledge, that the Quarterly ReporEorm 10-Q for the period ended June 30,
2012 (the “Form 10-Q") of Essex Property Trust,. lfutly complies with the requirements of Sectid@(d) or 15(d), as applicable, of the
Securities Exchange Act of 1934, as amended, dodnation contained in the Form ID{airly presents, in all material respects, tmaficia
condition and results of operations of Essex PtgpEust, Inc. at the dates of and for the peripassented.

Date: August 3, 2012 /sl Michael J. Schall

Michael J. Schal
Chief Executive Officer and President, and Direc
EssexProperty Trust, Inc




Exhibit 32.2

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

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (Subsections (a) and (b) of Section 135@ptdr 63 of title 18, United States
Code), I, Michael T. Dance, hereby certify, to best of my knowledge, that the Quarterly ReporForm 10-Q for the period ended June 30,
2012 (the “Form 10-Q") of Essex Property Trust,. lfutly complies with the requirements of Sectid@{(d) or 15(d), as applicable, of the
Securities Exchange Act of 1934, as amended, dodnation contained in the Form ID{airly presents, in all material respects, tmaficia
condition and results of operations of Essex PtgpEust, Inc. at the dates of and for the peripassented.

Date: August 3, 2012 /sl Michael T. Dance

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




