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It’s all about fundamentals. The right markets, 
the right communities, and the right people. 
This is what Essex has continued to focus on, 
resulting in another strong year. We reported 
Funds from Operations  growth of %

for  compared with  compared with , and continued , and continued 
to benefit from the strategies we put in place 
since our inception. We are the leader in West 
Coast, supply-constrained markets.
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shareholder
letter

In 2007, we achieved Funds from Operations (FFO) of $5.58 per diluted share 
or year-over-year growth of 11.2%, results that were in the top quartile of  
the multifamily sector and consistent with our goal of delivering 10% annual 
FFO growth. Our West Coast markets—Southern California, Northern 
California, and the Seattle Metropolitan area—all performed well during  
the year. In particular, the Seattle Metro area and Northern California out-
performed our expectations. Same-property NOI increased 14.8% percent in 
the Seattle Metro area and 10.9% in Northern California in 2007 compared 
with 2006 results. We continue to be confident that the favorable momentum 
for apartment fundamentals in our supply-constrained markets will generate 
industry-leading growth in net operating income for the next several years.

During the year, we focused increasing investment allocations on high- 
yielding redevelopment activities, and made important acquisitions, strategic 
joint ventures, and operating enhancements. One of these activities was the 
formation of a joint venture with the landowner of Hillsdale Garden. Essex  
acquired Hillsdale Garden Apartments in 2006 at a very attractive price  
partially due to the community being subject to a land lease. In 2007, the  
landowner contributed the land to a joint venture in exchange for an 18.5% 
interest in the venture. With this venture, Essex can now pursue plans for  
a value-creating redevelopment at the community. This joint venture  
is an example of the many strategic activities we have underway, and one  
of the reasons Essex had an industry-leading return on invested capital  
in the multifamily sector in 2007. 

highlights

Acquired nine apartment  
communities totaling  

 million, exceeding  
our goal of completing  

 million in new  
acquisitions in West Coast  

supply-constrained markets.



While we are proud of these accomplishments, external events including  
the collapse of the subprime mortgage market and its impact on the for-sale 
housing market have had a negative impact on our stock price. There is  
clearly a disconnect between our operating performance and stock market 
performance—with the share price down 34% from its $148 per-share high 
achieved earlier in 2007. This disconnect was also seen in the disparity between 
Main Street and Wall Street’s valuation of our communities. We believe that 
overall economic conditions will support demand for housing in excess of 
projected total new housing supply resulting in higher cash ows and increased 
property valuations. 

Looking Ahead

With concerns of recession and the decline in for-sale home prices, we 
continue to be optimistic about our future, and our ability to maintain high 
occupancy rates and increase rents. The economic environment will slow the 
new supply of homes in our already supply-constrained markets and sustain 
demand for apartments as our residents see the unfavorable cost of home 
ownership compared to the affordability of renting. Essex has a consistent 
strategy, a focus on fundamentals, and an ability to target and achieve success  
in the best markets in the West Coast. Case in point: We have reported a 10-year 
total shareholder return of 325.91%, the highest in the multifamily sector.1

For 2008, we expect FFO growth to be in the top quartile of the multifamily 
REIT sector. We believe that we are well positioned to achieve this goal given 
our focus on operational fundamentals, and our strong balance sheet which 
allows us access to capital at attractive rates. As a result, we are optimistic that 
2008 will be another outstanding year for Essex.

As always, we thank you, our shareholders, employees, partners, and residents 
for your support.

Sincerely,

George M. Marcus   Keith R. Guericke 
Chairman   President & Chief Executive Officer

Maintained our development pipeline  
at approximately $900 million, and  
significantly completed two new  
development communities that will  
be delivered into operations in 2008.  
At year-end, we had 16 developments  
in various stages of development,  
totaling approximately 3,171 units.

Invested $45 million in redevelopment, 
well in excess of our $35 million goal.  
As of December 2007, we had ownership  
interests in 15 redevelopment communities  
aggregating 4,237 apartment units with 
estimated redevelopment costs of  
$145 million.

Exited the Portland Metro market because 
of an expansion of the area’s urban growth  
boundary. Eventually, the continued 
production of affordable single family 
housing will effectively dilute apartment 
demand. The proceeds from the sale  
of the four Portland Metro communities 
totaling $97.5 million were invested  
in Mill Creek at Windermere in the fast-
growing Northern California area.

3
1 According to KeyBanc Capital Markets, The Leaderboard, January 18, 2008
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It’s all about location, location, location. We focus on the most desirable 
markets, and then acquire quality communities within those markets—thereby 
enhancing our portfolio. During 2007, we made nine strategic acquisitions, 
giving us an additional foothold in key West Coast markets. These acquisitions 
include approximately $28 million in the Seattle Metropolitan area (one of  
the hottest markets in the country for income and job growth); $221 million 
in Northern California (with the tech sector driving this strong economy);  
and the remaining $102 million in Southern California. While acquiring the 
right properties in these supply-constrained markets is important, so too is 
knowing when to exit certain markets. Late in the year, we sold four communities  
(875 units) in the Portland metropolitan area for a total of $97.5 million.  
The reason? We saw a greater risk of increased supply of rental and for-sale 
housing in this market, compared to our other core markets.

Highl ights  Include:

Mill Creek at Windermere, San Ramon, Calif.—Acquired this two-year-old,  
400-unit apartment community for $100.5 million, below current replacement costs. 
We anticipate steady rental growth from this community, and its sister community  
Canyon Oaks, over the next several years due to increased job growth and limited  
supply in the San Ramon area. 

Magnolia Lane/Thomas Jefferson Apartments, Sunnyvale, Calif.—Magnolia Lane is  
a 32-unit community, built in 2001, and is adjacent to Thomas Jefferson Apartments, a 
156-unit apartment community built in 1963. Both communities are in close proximity 
to job nodes in Silicon Valley/Peninsula and the South Bay, and are close to schools  
and retail shopping.

Hillsdale Garden Apartments, San Mateo, Calif.—After acquiring a leasehold 
interest in this 697-unit community last year, we entered into a joint venture with the 
landowner and now hold a majority stake in the value and operations of the joint 
venture. Our most significant win of the year, Hillsdale Garden is already providing 
significant redevelopment opportunities.

The Cairns, Seattle, Wash.—This 100-unit acquisition, built in 2005, is located in the 
vibrant neighborhood of South Lake Union or the “Cascade District” of Seattle. It is a 
hotbed of employment, residential, retail, and recreational growth. It is close to the new 
University of Washington biotech campus and major medical facilities, and will be  
just blocks from the new streetcar to downtown Seattle, and the new world headquarters 
of the Gates Foundation—both underway. The Cairns is close to the freeway, and a  
10-minute walk to downtown Seattle.

acquisitions
development 
redevelopment
operations

  Delivers first development  
community under the name  
Summerhill Development.

 George Marcus forms Essex 
Property Corporation.

Acquisitions continue to play  
an important role in our growth 
strategy. During , driven  
by our research-intensive model  
for locating the best markets for 
our investment dollars, our team 
purchased over  million  
worth of properties in our supply-
constrained markets. Our strategy 
was straightforward: focus on 
acquiring assets that will increase 
both  and net asset value 
on a per share basis, and have an 
expected growth rate better than 
the existing portfolio as a whole.



This exceptional 250-unit community was built in 2005, and includes many luxury amenities. It is part of the new  
master-planned community of Windermere, a 2,300-acre community featuring new single-family homes.

Canyon Oaks  !  San Ramon, California

  Prices IPO at $19.50 per share (6.3 million shares); 
and has interests in 16 apartment communities (3,385 
units) with 70% in Northern California, 10% in Southern 
California, and 20% in the Seattle Metro area.

  Delivers eight development  
communities (under Summerhill  
Development), a total of 1,184 units.
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From site selection, through entitlements, construction, and stabilized  
occupancy, apartment community development is a significant part of Essex’s 
investment strategy. We are committed to delivering state of the art communities  
and following green building standards in the best markets in the country.  
As of December 2007, our $900 million development pipeline remained 
constant at 3,171 rental units comprising approximately 2.8 million net 
rentable square feet of residential, and approximately 114,000 square feet of 
ancillary retail. We expect investment yields on our development activities  
to provide attractive external growth opportunities.

Highl ights  Include:

Belmont Station, Los Angeles, Calif.—In February 2008, we began pre-leasing  
for our April 2008 opening. This is a five-story, luxury apartment community with  
275 apartment units in downtown Los Angeles.

Studio 40–41, Studio City, Calif.—Owned by Essex Apartment Value Fund II, L.P. 
(Fund II), this 149-unit apartment community is adjacent to CBS Studios, near Ventura 
Blvd., providing access to shopping, dining, and entertainment. The site demolition 
phase is underway, and initial occupancy is slated for March 2009. 

Eastlake 2851 on Lake Union, Seattle, Wash.—Having started construction in August 
2006, with initial framing in May 2007, we are on-target to deliver initial occupancy in 
March 2008. Also owned by Fund II, this community consists of 127 apartment homes, 
9,330 square feet of ground-floor retail space, fitness center, rooftop deck and 
barbecue pits, and offers many residents stunning views of Lake Union.

acquisitions
development  
redevelopment
operations

  Increases portfolio by 60% by acquiring 27 
apartment communities for $325 million; completes  
sale of 4.9 million shares of common stock for $154 
million; increases Southern California exposure to 36% 
of portfolio, up from 19% in 1996; and passes $1 billion 
in market capitalization (72% increase).

  Completes sale of 5.3 million shares of common 
stock for $134 million; and achieves 38% one-year total 
shareholder return.
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We have a  million  
development pipeline with  
a strategy to maintain this  
level of development activity.  
It is our goal to deliver  
approximately  million  
per year in new development. 



Construction began on this Lake Merritt community in December 2006. This 22-story high-rise building will contain  
238 units and 7,800 square feet of retail space. It is located in the uptown business district in downtown Oakland.

The Grand  "  Oakland, California

  Ranks #1 in the multifamily REIT 
sector for one-year total shareholder return 
(21%) and #3 for five-year total annual return  
in entire REIT sector (23%).

  Begins redevelopment program with two 
properties, and identifies more than 4,500 units 
with redevelopment potential.
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More inviting entrances, attractive landscaping, and sought-after amenities 
such as a fitness center, and a media and business center are some of the 
redevelopment activities that set Essex apartment communities apart from  
the rest. We renovate older assets in well-located markets to drive higher  
rental rates and increase the overall value of our assets. 

As of December 2007, we had ownership interests in 15 redevelopment 
communities aggregating 4,237 apartment units with a total estimated  
redevelopment cost of approximately $145 million. We expect to invest 
approximately $30 million on redevelopment in 2008.

Highl ights  Include: 

City View, Hayward, Calif.—In the final stages of redevelopment, this 560-unit 
hillside community is near California State University, East Bay. In an effort to enhance 
its curb appeal, the building was resided, new balcony railings were installed, and 
landscaping was updated. Additionally, three pool areas have been renovated and the 
community now has a new dog park, playground, and meditation area. As a result of 
these efforts, property NOI increased 13% in 2007 as compared to 2006.

Boulevard, Fremont, Calif.—For this 29-year-old, 172-unit apartment community,  
the ongoing redevelopment includes a complete repositioning, including exterior 
renovations, landscaping, roofing, new amenities, and interior unit renovation.

Regency Tower, Oakland, Calif.—This 178-unit, high-rise community, owned  
by Fund II was built in 1975. We successfully remodeled the asset, transforming 
apartments with luxury amenities, custom kitchens, and added a pool and fitness 
center. We’re now in the second phase, renovating interiors upon unit turn. This 
distinctive community offers breathtaking views of San Francisco, Lake Merritt,  
and the Oakland Hills.

acquisitions
development  
redevelopment
operations

  Acquires eight communities for $171.4 million, 
primarily in Southern California—Southern California 
portfolio now reaches more than 50% of total portfolio;  
and completes redevelopment of six communities for 
approximately $30 million.

 Achieves 68% one-year total shareholder return,  
the highest of any multifamily REIT; and wins Gold Nugget  
Merit Award for Mirabella.
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We seek to create a % return  
on our invested capital through  
redeveloping our best-located assets.  
We define our redevelopment 
communities as existing properties 
owned or recently acquired that 
have been targeted for additional 
investment, with the expectation 
of increased financial returns 
through property improvement.



This 20-year-old, 184-unit community is an example of a strategic asset in a great location (close to the Boulevard  
Apartment Homes) that has benefited from a range of redevelopment activities. Enhancing its curb appeal was a key  

factor in our redevelopment including renovating the leasing center, siding and roof replacement, and new landscaping.

Bridgeport  #  Newark, California

  Creates Essex Apartment Value Fund L.P. with  
approximately $700 million in investment capability; and  
wins Pillars of the Industry 2001—Best Garden Apartment 
Community for Tierra Vista.

  Acquires John M. Sachs, Inc., through merger  
and gains 18 communities in Southern California for $301 
million; and development pipeline totals $300 million.

9



—

Within property management we have continued to make long-term investments  
in our operating platform. Chief among these improvements was selecting 
Yardi Systems software as our platform for the future. We began migrating our 
general ledger and property management system to Yardi in 2007, and by the 
end of the year, we had converted approximately 50% of our communities. We 
expect to complete this conversion in 2008. Two other exciting initiatives 
underway at Essex are the implementation of YieldStar, a provider of revenue 
management tools, and Level One, a provider of centralized leasing call centers. 
We expect both of these programs to be fully deployed in 2008.

However, all of the technology in the world is no substitute for quality people. 
Our objective with these initiatives is to systematize frequently recurring  
tasks so that our associates can focus more attention on our customers and 
their needs. At Essex, “creating communities people call home” is not just  
a tag line, it is the cornerstone of our operations. 

The same care we show our residents is the philosophy that we apply to building  
our team. Many of our executives have been with Essex for 10, 20 or even  
30 years, and dozens of our invaluable property associates have called Essex 
home for decades. Essex continues to enhance core training, as well as expand 
its leadership development. Our relentless focus on attracting, developing,  
and retaining the best people possible will ensure strong performance so that  
Essex Property Trust remains a leader in the multifamily industry.

acquisitions
development  
redevelopment
operations

  Sells remaining Essex Apartment Value Fund I assets  
for $756 million, generating a 41% gross partnership IRR;  
and forms Essex Apartment Value Fund II with $750 million 
investment capacity.

  Owns more than 25,000 multifamily units; fully invests 
Fund I with 15 multifamily and three development communities 
valued at $640 million; inducted into Realty Stock Review’s REIT 
Hall of Fame; and wins Pillars of the Industry Award 2003—Best 
Apartment High Rise in the Nation for the Essex on Lake Merritt.10

Our business is about choosing 
the right markets (high barrier  
to entry, supply constrained,  
desirable quality of life), such  
as the Seattle Metro area, San 
Francisco Bay Area and coastal 
Southern California, investing  
in the right communities, and 
attracting the right people to  
operate our communities. While 
our focus on West Coast markets 
bodes well for our future growth 
in rents and earnings, it is our 
dedicated operations group and 
talented management team that 
will continue to help Essex create 
shareholder value.
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“!ere is a terrific camaraderie 
and partnership among the 

executives here. We’ve learned 
to stay focused on our end  

goal and work tremendously 
well with one another. My 

shortcoming is picked up by 
another’s strong suit, and vice 

versa. Working as a team,  
we forge ahead with a track 

record of success that has made 
me—and others—want to go 

back for more and more.”

– Ger r y  Ke l ly

First Vice President  
Research & Due Diligence at Essex  

Years at Essex: 24+

 Achieves average ten-year total return of 25%; acquires  
eight communities for $304 million; has $134 million in development 
pipeline with $450 million in predevelopment; increases portfolio  
in Northern California and the Seattle Metro area.

  Achieves 44% one-year total shareholder  
return; closes Fund II for additional investment with 11 
apartment communities and three development projects 
totaling $380 million; and development pipeline totals 
$900 million, including predevelopment projects.
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“There is a lot of growth and 
potential with Essex, we  
are constantly changing and  
growing and I really like  
that. I think we’re in the right  
markets, and have the right 
management and marketing 
outlook. I also really like the  
fact that we own and manage 
our assets, as opposed to having 
a third-party management  
company do this.”

–K !"  L #$ # %&'#
Senior Property Manager  
at Stonehedge Village in Bothell, WA  
& Bridle Trails in Kirkland, WA  
Years at Essex: 14+

“I LOVE this place, I’m very 
happy with the company.  

Essex has been my home for  
so long that I’m going to  

keep it that way, so whatever 
needs to be done, I am 

more than happy to do it.”

–J(%#  J)*(+(
Maintenance Supervisor for  

The Montclaire in Sunnyvale, CA  
Years at Essex: 20+

  Achieves 13 consecutive years of dividend growth, 
completes approximately $350 million in new acquisitions; 
and sells four Portland Metro communities.
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Total  Return Per formance
Over  Five  Years

The value of $100 Investment and Reinvestment of all D ividends over five years
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Essex Property Trust, Inc.
NAREIT, A ll Equity REIT Index

S&P 500 As of December 31

for wa rd-look ing st atement

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

w ithin the meaning of the federal securities laws. Forward-looking statements include statements regard ing generating industry-lead ing 

growth in net operating income in the future, econom ic cond itions supporting demand in our key markets, our ab ility to hold occupancy 

rates and increase rents, our FFO and net operating income in 2008, our development p ipeline, our anticipated acquisitions, developments 

and redevelopments in 2008, the rent growth of properties that we acquired, the anticipated comp letion dates and our expected investment 
yields on development projects and our anticipated comp letion of the conversion to the Yard i software p latform . Such forward-looking 

statements involve the risk that actual results could be materially d ifferent from those described in such forward-looking statement. Factors 

that could cause actual results to be materially d ifferent include unexpected downturns in our markets, unexpected delays in development 
or redeve lop m en t pro jects and in the Yard i convers ion pro ject, changes in econo m ic cond it ions , that certa in an t ic ipated acqu is it ions , 
developments or redevelopments fail to materialize as well as those other factors d iscussed under the caption “Risk Factors” in Item 1A of 
the Company’s Report on Form 10-K for the year ended December 31, 2007. A ll forward-looking statements and reasons why resu lts may 

d iffer inc luded in th is A nnua l Report are m ade o f the da te hereo f, and w e assu m e no ob l iga t ion to upda te any such forward-looking 

statements or reasons why actual results may d iffer. 

N O T E :  The above graph shall not be deemed to be 

“soliciting material” or to be fi led with the SEC or subject 
to Regulation 14A or 14C of the Exchange Act, as amended.
Source:  SNL Financial

Form 10-K 
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