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Essex Property Trust, Inc., located in Palo Alto,
California, is a leading fully integrated real 
estate investment trust (REIT) that acquires,
develops, redevelops, and manages apartment
communities. With nearly four decades of
experience, we have grown to become one of
the most successful multifamily REITs with a
diversified portfolio focused exclusively on
strong West Coast, supply-constrained mar-
kets. Our portfolio consists of 130 apartment 

communities, with 27,553 total units, and an
additional 908 units in various stages of devel-
opment. Regardless of where our properties are
concentrated—whether in the Southern
California, Northern California or Seattle
Metropolitan area—we create value and capi-
talize on our strong financial condition by
utilizing our economic research-based real
estate model for making investment decisions.

ESSEX PROPERTY TRUST, INC.
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We set expectations high, and then aim to exceed them. Since our IPO more than a decade ago, we have
produced one of the highest total returns of any multifamily REIT. We attribute this to three key
drivers: First —we pursue a prudent real estate strategy, and then focus on execution. We do what we
say we will do. It's that simple. We take great pride in our ability to consistently execute and take action,
year after year, on the strategies we have put in place, and outlined to shareholders, investors, and part-
ners. Second, we deliver across all areas of our company, from operations to development, acquisitions,
and finance. It translates into the kind of financial results our shareholders and investors have come to
expect and receive from Essex. And third, we outperform by being in the top quartile in FFO growth in
the multifamily REIT sector, and aim to achieve continued success on FFO growth. We target the right
markets, and the properties that will deliver the highest yields with either redevelopment prospects or
other operational improvements. We know West Coast real estate—inside and out. And with nearly 40
years of experience, we know how to manage properties to deliver strong rental growth and long-term
asset appreciation. All told, these factors have enabled us to achieve 12 consecutive years of dividend
growth, and an average 10-year total return of 22% per year. And we're just getting started.
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2006 HIGHLIGHTS
FROM ACQUISITIONS, TO REDEVELOPMENT, AND FINANCING

• Increased our development activity during
2006 by more than $300 million, bringing
our total development to $900 million in
total estimated costs. With 2,900 units in
various stages of development, construc-
tion starts exceeded $200 million.

• Increased the size of our redevelopment team
during the year, adding redevelopment proj-
ect managers to each of our West Coast mar-
kets. At year-end, we had 12 communities in
the redevelopment program aggregating
3,648 units.

• Surpassed our initial projection of $200
million in acquisitions by acquiring eight
apartment communities (1,500 units) for a
combined investment of $275 million.

• Raised proceeds of $149.5 million from the
sale of 5.98 million shares of our 4.875%
Series G Cumulative Convertible Preferred
Stock at $25 per share. 

• Fully invested Essex Apartment Value Fund II
is now closed to any future acquisitions or
development. This has been Essex's primary
investment vehicle during 2005 and 2006. 

In 2006, shareholders received a 44.3% total return (stock appreciation plus dividends) compared to
18.5% last year. We have outperformed the average 10-year total return for the major equity REIT
index and the S&P index. In fact, since our IPO, we have produced one of the highest total returns of
any REIT. With a proven strategy and experienced management team, we made solid progress toward
achieving our operating objectives—expanding our development activity, increasing capabilities in
redevelopment, and enhancing the operations side of our business.

Our West Coast markets—Southern California, Northern California, and the Seattle metropolitan
area—demonstrate the advantages of a strategy focused on supply-constrained markets where rents are
steadily increasing, yet still at historical lows compared to the alternative cost of homeownership. We  
saw continued strong job growth in all of our markets, which was led by the Seattle metropolitan area. 

In 2006, we started to realize the benefits of our decision to increase our portfolio allocations to the
Seattle metropolitan area and the San Francisco Bay area. Our Seattle and Northern California same-
property revenues increased 9.2% and 8.4% in 2006, respectively, compared to 3.9% and 2.3% in 2005,
respectively. With the exceptional performance of these two markets and the commendable perform-
ance of our Southern California market, we reported 2006 Funds From Operations of $5.01 per
diluted share.
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LOOKING FORWARD

We are confident that the favorable fundamen-
tals for apartments in our targeted markets will
generate sustained growth in net operating 
income for the next two to three years.
Accordingly, competition for acquisition and
development transactions will continue to be
fierce, both from other REITs and private 
equity sources. 

Despite a moderate decline in home prices
and higher rents, rental affordability remains
very attractive relative to the cost of home
ownership in Essex's supply constrained
markets. Further, we see continued positive
job growth in our key markets—underlying
our projection for housing demand in excess 

of total residential supply, which will con-
tinue to drive occupancy rates and rents to
higher levels. 

All told, not since our Initial Public Offering
over 12 years ago have we been this optimistic
about our future. Achieving sustainable share-
holder results is what Essex Property Trust is all
about. And we have the track record in this area
to prove it. For the last 10 years, we have deliv-
ered an average total return of 22%. We are
confident that we will deliver FFO growth in the
top quartile of the multifamily REIT sector.

As always, we thank you, our shareholders, em-
ployees, partners, and residents, for your support. 

GEORGE M. MARCUS

Chairman
KEITH R. GUERICKE

President and Chief Executive Officer
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Supply-constrained markets and a high quality
of life are characteristics that define our target
markets on the West Coast. These markets are
our only focus, and a key differentiator of our
strategy. Our mission is to provide quality
apartment homes in premier markets through-
out the West Coast. We believe that it is our
targeted market concentration that will enable
us to produce above-average growth over the
next several years. 

INVESTMENT STRATEGY Over the last two
decades, we have developed a proprietary re-
search model based on extensive, and ongoing
market and economic analysis that enables us to
identify market trends, and the best acquisition,
development, and redevelopment opportuni-
ties in our targeted markets. We have an in-
house economist who is fully dedicated to
analyzing and projecting rent growth and occu-
pancy trends for existing and new markets. The
variables in our economic model include supply
and demand fundamentals such as economic
conditions, job growth, demographics, housing
supply, and home ownership affordability.
Our economic research identifies the best
markets for the allocation of our investment
dollars—thereby enhancing the perform-
ance of our portfolio and increasing share-
holder value.

PORTFOLIO CONCENTRATION Our portfo-
lio is currently concentrated in Southern
California, Northern California, and the Seattle
metropolitan area, comprising 27 submarkets
within those geographies, which are ranked
based on revenue growth potential. 

A key component of our long-term strategy has
been to operate in markets that are less suscep-
tible to increases in the supply of housing. Essex
communities in California account for more
than 82% of our net operating income (NOI),
and represent some of the better apartment 
markets in the country. These markets continue
to have high-income levels, strong job growth,
and high-priced, single-family homes—making
apartment community living an outstanding
economic choice.

EXPANDING REDEVELOPMENT EFFORTS,
AND RETURNS We recognize that redevelop-
ment can provide attractive risk-adjusted
return opportunities. Our redevelopment
activities often result in acquisitions of quality,
older communities in great locations within
our core markets. When we redevelop these
assets, we target unleveraged returns of at least
10% on the incremental dollars invested.
Currently, redevelopment is the highest return
activity for Essex's shareholders.
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There is a renaissance underway in downtown Los Angeles
with large mixed-use projects such as the L.A. Live
Entertainment complex next to Staples Center, the Grand
Avenue Development on Bunker Hill, and major expansion
of Universal City. The region benefits from increased trade
from the growing Asian economies. In nearby Orange
County, office construction is booming as vacancy rates
drop in response to strong demand. And the limited avail-
ability of low-density land for housing caused a sharp de-
cline in single-family permits, making rental communities
a more affordable option. Further south, San Diego contin-
ues its redevelopment of the downtown core while the 

surrounding region makes a name for itself in the
biotech/biosciences industry. Southern California added
approximately 76,000 new jobs in 2006; during the same
period 41,000 residential units were added to the housing
supply. We continue to see strong performance in Southern
California as this diverse economy continues to expand and
attract new entrants into the labor market. In this region,
Essex achieved an increase in same-property NOI growth of
7.0% in 2006, up from 5.7% in 2005.
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The Southern California market comprised 48% of our portfolio concentration in 2006. Key proper-
ties and activities included: Renaissance Apartments—Fund II acquired this luxury 168-unit apart-
ment community located in the heart of Los Angeles for approximately $46.3 million. We expect to
see increased rental growth in this market due to local job and population growth. Northwest
Gateway—now in the construction phase, this is a five-story luxury apartment building with 275 apart-
ment homes in downtown Los Angeles. At year-end 2006, we had completed the shoring, foundation,
and construction of the structural portions of the garage, and plan to begin leasing activities in February
2008. Mira Monte—is a 355-unit apartment community located in Mira Mesa, California and was
completely renovated in 2006. It received the “Best Redevelopment Award” from the San Diego
Apartment Association in 2006. Avondale at Warner Center—represents a significant $12 million re-
development project, and is another example of Essex's complete property repositioning—from unit
interiors to exteriors, outside amenities, and common areas. This 446-unit apartment community
is scheduled for completion in late 2007, and is located in Woodland Hills, California.
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strong growth at the port of Oakland (the 4th largest in the
U.S.), we will continue to benefit from this supply-con-
strained market. During 2006, approximately 52,000 new
jobs were added in Northern California; during the same 
period 17,000 residential units were added to the housing sup-
ply. In this region, Essex achieved an increase in same-prop-
erty NOI growth of 9.0% in 2006, up from 1.9% in 2005. 

From silicon to biotech—the Northern California Bay Area
region experienced strong job growth. Technology compa-
nies are reporting continued strength in profitability, with
software giant Oracle to Internet services like Google and
Yahoo leading the rebound in job growth and investments.
There is only one Silicon Valley, and it continues to capture
the lion's share of venture capital investing. After steep job
declines from 2001 to 2003, we saw manufacturing stabi-
lize in 2006 and commercial space being absorbed across all
markets. With a rebound in tourism in San Francisco, and  
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The Northern California market comprised 27% of our portfolio concentration in 2006. Key prop-
erties and activities included: Hillsdale Garden Apartments—we acquired this distinctive 697-unit
apartment community located in a highly desirable area of San Mateo, Calif., for approximately $97.3
million. Built in 1948, it is located in a garden-like setting on 33 acres, spanning several city blocks. 100
Grand—we began construction on this Lake Merritt community in late 2006. It is located just east of
the revitalized business district in downtown Oakland, with limited supply of new housing. This 22-
story high-rise building will contain 238 units and 7,843 square feet of office space. Montclaire—this
redevelopment project will reposition the community of 390 apartment homes located in Sunnyvale,
California. With the latest fitness, spa and leasing areas completely renovated, we are now in Phase II
which focuses on the unit interiors. We expect the entire redevelopment project to be completed in late
2008. Summerhill Commons—located in Newark Calif., this 184-unit community began renovation
in 2006, and we are in the process of adding access gates, a business and fitness center, and like-new in-
teriors.  During the year, the Essex Apartment Value Fund II, L.P. ("Fund II") acquired Alderwood Park,
a 96-unit apartment community located in Newark, California for approximately $13.4 million.
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ing several large transportation infrastructure projects
including the downtown transit tunnel for bus and light
rail use and an expansion at SeaTac Airport which will-
include a light rail link. The Seattle area added upwards
of 41,000 new jobs in 2006; during the same period 14,000
residential units were added to the housing supply. In this
area, Essex achieved an increase in same-property NOI
growth of 10% in 2006, up from 5.1% in 2005.

A “roaring jobs engine.”This is how the Seattle Times recent-
ly described the rebound and strong job growth in the
Seattle metropolitan area. This job growth was strong across
virtually all industries and the geographic region. Key
factors in this growth include the ongoing resurgence of
Boeing with its 787 Dreamliner becoming a reality and
strong growth in the software industry. In addition,
Microsoft's Co-Founder (Paul Allen) and the University of
Washington are continuing to revitalize the Lake Union
area of Seattle, making investments in the biotech and bio-
medical fields. In addition, the metro area is undertak- 
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The Seattle metropolitan Area comprised 20% of our portfolio concentration in 2006. Key properties
and activities included: Bridle Trails—we built 16 additional units, and completely renovated both
interiors and exteriors of this now 108-unit property located in Kirkland along Lake Washington.
Sammamish View—a high-end community located near Lake Sammamish in Bellevue, Washington,
still being renovated, including interior upgrades and a state of the art fitness center, clubhouse, and
media room. Palisades—an older Essex property, was substantially remodeled. It is a prime example of
how we take existing assets within our portfolio, particularly those in excellent markets with lower
densities, and limited supply of new apartments, and achieve strong yields on the incremental costs. Lake
Union—our 127-unit Lake Union apartment community, scheduled for completion in January 2008,
takes advantage of a great location with limited new supply, and is a good example of our Seattle
development strategy. 
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Acquiring, developing, and redeveloping apart-
ment communities is only part of our business
strategy. Just as important, is how we execute on
a day-to-day basis. We leverage our knowledge
of market and supply and demand fundamen-
tals to maintain high occupancies—some of
the highest in the industry—while maximizing
our revenue growth in each Essex market. And
this requires that we continually focus on
attracting, developing, and retaining the best
people, leveraging proven technologies to im-
prove efficiency and effectiveness, and always
measuring our results for continuous improve-
ments. As always, our objective is to deliver
long-term asset appreciation and maintain
resident satisfaction and retention.
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Having nearly $1 billion of development in process enhances our shareholder value—these develop-
ment transactions typically deliver premium yields. Further, development supports our in-fill strategy
and enables us to create inventory in high growth and high barrier-to-entry markets where it is difficult
to buy multifamily properties.
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G L O S S A R Y

The weighted average (by unit type) of quoted rents drawn from surveys of nearby apartment communities. 

The capitalization rate (or “cap” rate) for a property is determined by dividing the property’s net operating income by its 
purchase price or value. See “Yield.”

The ratio of (a) total indebtedness to (b) total market capitalization, which is the sum of total indebtedness, the 
redemption value of preferred stock and the value of common stock and securities convertible into common stock. 

The process of acquiring land, obtaining entitlements, and constructing rental housing.

The percentage resulting from dividing actual rental revenue by total possible rental revenue. Actual rental revenue 
represents contractual revenue pursuant to leases without considering delinquency and concessions. Total possible rental
revenue represents the value of all apartment units, with occupied units valued at contractual rental rates pursuant to 
leases and vacant units valued at estimated market rents. We believe that financial occupancy is a meaningful measure of
occupancy because it considers the value of each vacant unit at its estimated market rate. Financial occupancy may not 
completely reflect short-term trends in physical occupancy and financial occupancy rates as disclosed by other REITs may 
not be comparable to our calculation of financial occupancy. 

A definition and discussion of FFO can be found on page 39, of the accompanying Form 10-K for the year ended December 31,
2006 in the section titled, “Funds From Operations”. A reconciliation of FFO to net income can also be found in that section. 

The acronym for “National Association of Real Estate Investment Trusts”- the REIT trade association. 

The acronym for “Net Asset Value,” which means the estimated “market value” of all the company’s assets, including but not
limited to its properties, less the value of its liabilities and indebtedness.

The acronym for “Net Operating Income,” which means the revenues less expenses directly attributable to the operations of
the property, excluding financing and non-cash expenses such as depreciation.

The acronym for “The New York Stock Exchange.” 

Existing properties owned or recently acquired, which have been targeted for additional investment by the Company with the
expectation of increased financial returns through property improvement. 

The acronym for “Real Estate Investment Trust,” which is a corporation or business trust that has elected special treatment
under the tax law. In general, REITs may not pay a corporate income tax on earnings, provided that they distribute at least
90% of their net income as dividends and invest in rent-producing real property. 

The results from a property or group of properties that have had stabilized operations and have been owned during two 
comparable periods.  

Real estate markets with limited development opportunities due to one or more of the following: (1) relatively few 
developable land sites that are suitable for housing; (2) political barriers to growth, resulting from restrictive zoning laws or
local political opposition to development; (3) physical barriers to growth, resulting from natural features such as mountains
or waterways; and (4) economic limitations which make development prohibitively expensive in relation to expected returns. 

As it relates to housing, supply is the result of either new development or conversion from another property type. Demand
constitutes the need for housing usually generated by job and/or population growth.  

The annualized return on invested capital, expressed as a percentage derived by dividing the annualized return by the
amount of capital invested. 
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Forward-Looking Statement

Certain statements in this Annual Report to Stockholders, which are not historical facts, may be considered forward-looking statements within the meaning of the federal

securities laws. Forward-looking statements include statements regarding the future growth of our FFO and net operating income, our future FFO being in the top quartile of

the multifamily REIT sector, our development activity, our expected returns on redevelopment projects, our future acquisitions, our future renovations, the rent growth in our

markets, as well as the company’s expectations relating to economic conditions in the markets in which the Company does business. Such forward-looking statements involve

risk that actual results could be materially different from those described in such forward-looking statements. Factors that could cause actual results to be materially different

include the risk that there are unexpected delays in development and redevelopment projects, that certain anticipated development projects fail to materialize, there are unex-

pected downturns in our markets as well as those other factors discussed under the caption “Risk Factors” in Item 1A of the Company’s Report on Form 10-K for the year ended

December 31, 2006. All forward-looking statements and reasons why results may differ included in this Annual Report are made of the date hereof, and we assume no obliga-

tion to update any such forward-looking statements or reasons why actual results may differ.
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