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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended JUNE 30, 2011
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 1-12252 (Equity Residential)
Commission File Number: 0-24920 (ERP Operating Limited Partnership)
EQUITY RESIDENTIAL
ERP OPERATING LIMITED PARTNERSHIP
(Exact name of Registrant as Specified in Its Charter)

Maryland (Equity Residential) 13-3675988 (Equity Residential)
Ilinois (ERP Operating Limited Partnership) 36-3894853 (ERP Operating Limited Partnership)
(State or Other Jurisdiction of Incorporation or (I.R.S. Employer Identification No.)
Organization)
Two North Riverside Plaza, Chicago, Illinois 60606 (312) 474-1300
(Address of Principal Executive Offices) (Zip Code) (Registrant s Telephone Number, Including Area Code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
Equity Residential Yes p No o

ERP Operating Limited Partnership Yes p No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).
Equity Residential Yes p No o

ERP Operating Limited Partnership Yes p No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act.
Equity Residential:

Large accelerated filer p Accelerated filer o Non-accelerated filer o Smaller reporting
company o
(Do not check if a smaller
reporting company)
ERP Operating Limited Partnership:
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Large accelerated filer o Accelerated filer o Non-accelerated filer p Smaller reporting
company o
(Do not check if a smaller
reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Equity Residential Yes o No b
ERP Operating Limited Partnership Yes o No p

The number of EQR Common Shares of Beneficial Interest, $0.01 par value, outstanding on July 28, 2011 was
296,488,137.
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EXPLANATORY NOTE

This report combines the reports on Form 10-Q for the quarterly period ended June 30, 2011 of Equity Residential
and ERP Operating Limited Partnership. Unless stated otherwise or the context otherwise requires, references to EQR
mean Equity Residential, a Maryland real estate investment trust ( REIT ), and references to ERPOP mean ERP
Operating Limited Partnership, an Illinois limited partnership. References to the Company, we, us or our mean
collectively EQR, ERPOP and those entities/subsidiaries owned or controlled by EQR and/or ERPOP. References to
the Operating Partnership mean collectively ERPOP and those entities/subsidiaries owned or controlled by ERPOP.
The following chart illustrates the Company s and the Operating Partnership s corporate structure:

EQR is the general partner of, and as of June 30, 2011 owned an approximate 95.6% ownership interest in ERPOP.
The remaining 4.4% interest is owned by limited partners. As the sole general partner of ERPOP, EQR has exclusive
control of ERPOP s day-to-day management.

The Company is structured as an umbrella partnership REIT ( UPREIT ) and contributes all net proceeds from its
various equity offerings to the Operating Partnership. In return for those contributions, the Company receives a
number of OP Units (see definition below) in the Operating Partnership equal to the number of Common Shares it has
issued in the equity offering. Contributions of properties to the Company can be structured as tax-deferred transactions
through the issuance of OP Units in the Operating Partnership. Based on the terms of ERPOP s partnership agreement,
OP Units can be exchanged with Common Shares on a one-for-one basis. The Company maintains a one-for-one
relationship between the OP Units of the Operating Partnership issued to EQR and the Common Shares issued to the
public.

The Company believes that combining the reports on Form 10-Q of EQR and ERPOP into this single report
provides the following benefits:

enhances investors understanding of the Company and the Operating Partnership by enabling investors to view
the business as a whole in the same manner as management views and operates the business;

eliminates duplicative disclosure and provides a more streamlined and readable presentation since a substantial
portion of the disclosure applies to both the Company and the Operating Partnership; and

creates time and cost efficiencies through the preparation of one combined report instead of two separate
reports.
Management operates the Company and the Operating Partnership as one business. The management of EQR
consists of the same members as the management of ERPOP.
The Company believes it is important to understand the few differences between EQR and ERPOP in the context
of how EQR and ERPOP operate as a consolidated company. All of the Company s property ownership, development
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and related business operations are conducted through the Operating Partnership and EQR has no material assets or
liabilities other than its investment in ERPOP. EQR s primary function is acting as the general partner of ERPOP. EQR
also issues public equity from time to time and guarantees certain debt of ERPOP, as disclosed in this report. EQR
does not have any indebtedness as all debt is incurred by the Operating Partnership. The Operating Partnership holds
substantially all of the assets of the Company, including the Company s ownership interests in its joint ventures. The
Operating Partnership conducts the operations of the business and is structured as a partnership with no publicly
traded equity. Except for the net proceeds from equity offerings by the Company, which are contributed to the capital
of the Operating Partnership in exchange for additional limited partnership interests in the Operating Partnership ( OP
Units ) (on a one-for-one Common Share per OP Units basis), the Operating Partnership generates all remaining
capital required by the Company s business. These sources include the Operating Partnership s working capital, net
cash provided by operating activities, borrowings under its revolving credit facility, the issuance of secured and
unsecured debt and equity securities, including additional OP Units, and proceeds received from disposition of certain
properties and joint ventures.

Shareholders equity, partners capital and noncontrolling interests are the main areas of difference between the
consolidated financial statements of the Company and those of the Operating Partnership. The limited partners of the
Operating Partnership are accounted for as partners capital in the Operating Partnership s financial statements and as
noncontrolling interests in the Company s financial statements. The noncontrolling interests in the Operating
Partnership s financial statements include the interests of unaffiliated partners in various consolidated partnerships and
development joint venture partners. The noncontrolling interests in the Company s financial statements include the
same noncontrolling interests at the Operating Partnership level and limited partner OP Unit holders of the Operating
Partnership. The differences between shareholders equity and partners capital result from differences in the equity
issued at the Company and Operating Partnership levels.

To help investors understand the significant differences between the Company and the Operating Partnership, this
report provides separate consolidated financial statements for the Company and the Operating Partnership; a single set
of consolidated notes to such financial statements that includes separate discussions of each entity s debt,
noncontrolling interests and shareholders equity or partners capital, as applicable; and a combined Management s
Discussion and Analysis of Financial Condition and Results of Operations section that includes discrete information
related to each entity.

This report also includes separate Part I, Item 4. Controls and Procedures sections and separate Exhibits 31 and 32
certifications for each of the Company and the Operating Partnership in order to establish that the requisite
certifications have been made and that the Company and the Operating Partnership are compliant with Rule 13a-15 or
Rule 15d-15 of the Securities Exchange Act of 1934 and 18 U.S.C. §1350.

In order to highlight the differences between the Company and the Operating Partnership, the separate sections in
this report for the Company and the Operating Partnership specifically refer to the Company and the Operating
Partnership. In the sections that combine disclosure of the Company and the Operating Partnership, this report refers
to actions or holdings as being actions or holdings of the Company. Although the Operating Partnership is generally
the entity that directly or indirectly enters into contracts and joint ventures and holds assets and debt, reference to the
Company is appropriate because the Company is one business and the Company operates that business through the
Operating Partnership.

As general partner with control of the Operating Partnership, the Company consolidates the Operating Partnership
for financial reporting purposes, and EQR essentially has no assets or liabilities other than its investment in ERPOP.
Therefore, the assets and liabilities of the Company and the Operating Partnership are the same on their respective
financial statements. The separate discussions of the Company and the Operating Partnership in this report should be
read in conjunction with each other to understand the results of the Company on a consolidated basis and how
management operates the Company.
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EQUITY RESIDENTIAL
CONSOLIDATED BALANCE SHEETS

(Amounts in thousands except for share amounts)

ASSETS

Investment in real estate
Land

Depreciable property
Projects under development
Land held for development

Investment in real estate
Accumulated depreciation

Investment in real estate, net

Cash and cash equivalents
Investments in unconsolidated entities
Deposits  restricted

Escrow deposits mortgage
Deferred financing costs, net

Other assets

Total assets

LIABILITIES AND EQUITY
Liabilities:

Mortgage notes payable

Notes, net

Lines of credit

Accounts payable and accrued expenses
Accrued interest payable

Other liabilities

Security deposits

Distributions payable

Total liabilities

Commitments and contingencies

Redeemable Noncontrolling Interests

Equity:

Table of Contents

(Unaudited)

Operating Partnership

June 30,
2011

$ 4,161,358
15,046,250
115,085
214,495

19,537,188
(4,307,406)

15,229,782

604,764
3,623
361,831
10,905
35,451
151,766

$ 16,398,122

$ 4,352,372
5,096,250

69,118
92,584
306,503
60,779
106,566

10,084,172

438,141

December 31,
2010

$ 4,110,275
15,226,512
130,337
235,247

19,702,371
(4,337,357)

15,365,014

431,408
3,167
180,987
12,593
42,033
148,992

$ 16,184,194

$ 4,762,896
5,185,180

39,452
98,631
304,202
60,812
140,905

10,592,078

383,540
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Shareholders equity:

Preferred Shares of beneficial interest, $0.01 par value; 100,000,000 shares

authorized; 1,600,000 shares issued and outstanding as of June 30, 2011 and

December 31, 2010 200,000
Common Shares of beneficial interest, $0.01 par value; 1,000,000,000 shares

authorized; 296,280,085 shares issued and outstanding as of June 30, 2011

and 290,197,242 shares issued and outstanding as of December 31, 2010 2,963
Paid in capital 4,947,467
Retained earnings 680,619
Accumulated other comprehensive (loss) (80,553)
Total shareholders equity 5,750,496
Noncontrolling Interests:

Operating Partnership 122,018
Partially Owned Properties 3,295
Total Noncontrolling Interests 125,313
Total equity 5,875,809
Total liabilities and equity $16,398,122

See accompanying notes
2

200,000

2,902
4,741,521
203,581
(57,818)
5,090,186

110,399
7,991

118,390
5,208,576

$ 16,184,194

Table of Contents
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EQUITY RESIDENTIAL
CONSOLIDATED STATEMENTS OF OPERATIONS

(Amounts in thousands except per share data)

REVENUES
Rental income
Fee and asset management

Total revenues

EXPENSES

Property and maintenance
Real estate taxes and insurance
Property management

Fee and asset management
Depreciation

General and administrative

Total expenses

Operating income

Interest and other income

Other expenses

Interest:

Expense incurred, net

Amortization of deferred financing costs

Income (loss) before income and other taxes,
(loss) from investments in unconsolidated entities,
net gain on sales of unconsolidated entities and
land parcels and discontinued operations

Income and other tax (expense) benefit

(Loss) from investments in unconsolidated entities
Net gain on sales of unconsolidated entities

Net gain on sales of land parcels

Income (loss) from continuing operations
Discontinued operations, net

Net income

Table of Contents

(Unaudited)
Six Months Ended June
30,
2011 2010
$ 974,096 871,091
3,754 5,468
977,850 876,559
211,418 202,801
110,332 105,496
43,148 40,756
1,957 3,563
321,181 302,964
22,341 20,808
710,377 676,388
267,473 200,171
1,292 4,845
(6,790) (6,026)
(241,856) (227,489)
(7,454) (5,295)
12,665 (33,794)
(387) 7
(923)
5,557
4,217
16,495 (29,153)
698,324 97,098
714,819 67,945

Quarter Ended June 30,
2011 2010
$ 496,111 $ 444,333
1,948 3,046
498,059 447,379
103,092 100,045
56,701 52,350
20,767 20,264
1,009 1,605
159,087 162,697
10,908 10,089
351,564 347,050
146,495 100,329
281 2,625
(4,626) (1,643)
(120,525) (113,723)
(4,444) (2,300)
17,181 (14,712)
(203) 147
(459)
5,079
4,217
21,195 (9,945)
560,558 20,034
581,753 10,089

10
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Net (income) loss attributable to Noncontrolling
Interests:

Operating Partnership (31,533) (2,936) (25,758) (313)
Partially Owned Properties 3D 435 (71) 185
Net income attributable to controlling interests 683,255 65,444 555,924 9,961
Preferred distributions (6,933) (7,238) (3,467) (3,618)
Net income available to Common Shares $ 676,322 $ 58,206 $ 552,457 $ 6,343
Earnings per share basic:
Income (loss) from continuing operations available
to Common Shares $ 0.03 $ (0.12) $ 0.06 $ (0.05
Net income available to Common Shares $ 2.30 $ 0.21 $ 1.88 $ 0.02
Weighted average Common Shares outstanding 293,784 281,435 294,663 282,217
Earnings per share diluted:
Income (loss) from continuing operations available
to Common Shares $ 0.03 $ (0.12) $ 0.06 $  (0.05
Net income available to Common Shares $ 2.27 $ 0.21 $ 1.85 $ 0.02
Weighted average Common Shares outstanding 311,380 281,435 312,199 282,217
Distributions declared per Common Share
outstanding $ 0.6750 $ 0.6750 $ 0.3375 $ 0.3375

See accompanying notes

3

Table of Contents 11



Edgar Filing: EQUITY RESIDENTIAL - Form 10-Q

Table of Contents

Comprehensive income (loss):

Net income
Other comprehensive (loss):

EQUITY RESIDENTIAL
CONSOLIDATED STATEMENTS OF OPERATIONS (Continued)
(Amounts in thousands except per share data)

Other comprehensive (loss) derivative instruments:
Unrealized holding (losses) arising during the period

Losses reclassified into earnings from other
comprehensive income

Other comprehensive income (loss) other instruments:
Unrealized holding gains (losses) arising during the

period

Other comprehensive (loss)
Comprehensive income
Comprehensive (income) attributable to

Noncontrolling Interests

Comprehensive income (loss) attributable to
controlling interests

(Unaudited)
Six Months Ended June
30,
2011 2010

$ 714,819 $ 67,945
(25,119) (85,746)

1,891 1,465
493 (66)
(22,735) (84,347)
692,084 (16,402)
(31,564) (2,501)
$ 660,520 $ (18,903)

See accompanying notes

4

Quarter Ended June
30,
2011 2010
$ 581,753 $ 10,089
(31,201) (72,243)
935 739
347 93
(29,919) (71,411)
551,834 (61,322)
(25,829) (128)
$ 526,005 $(61,450)

Table of Contents
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EQUITY RESIDENTIAL

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in thousands)
(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation

Amortization of deferred financing costs

Amortization of discounts and premiums on debt
Amortization of deferred settlements on derivative instruments
Write-off of pursuit costs

Loss from investments in unconsolidated entities

Distributions from unconsolidated entities return on capital
Net (gain) on sales of unconsolidated entities

Net (gain) on sales of land parcels

Net (gain) on sales of discontinued operations

Unrealized loss on derivative instruments

Compensation paid with Company Common Shares

Changes in assets and liabilities:

Decrease (increase) in deposits  restricted
(Increase) in other assets

Increase in accounts payable and accrued expenses
(Decrease) in accrued interest payable

(Decrease) in other liabilities

(Decrease) increase in security deposits

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Investment in real estate  acquisitions

Investment in real estate  development/other

Improvements to real estate

Additions to non-real estate property

Interest capitalized for real estate and unconsolidated entities under development
Proceeds from disposition of real estate, net

Investments in unconsolidated entities

Distributions from unconsolidated entities return of capital
Proceeds from sale of investment securities

(Increase) decrease in deposits on real estate acquisitions, net
Decrease (increase) in mortgage deposits

Consolidation of previously unconsolidated properties

Acquisition of Noncontrolling Interests  Partially Owned Properties

Table of Contents

Six Months Ended June 30,

2011
$ 714,819

330,930
8,048
851
1,624
3,038

42

(4,217)

(682,236)
2,569
12,389

1,971
(4,456)
35,165
(6,047)

(21,980)
(33)

392,477

(475,397)
(63,558)
(64,863)

(3,987)

(3,683)
1,194,005

(412)

(171,152)
1,688

(8,575)

2010

$ 67945

327,676
5,516
1,123
1,198
2,062

923
61
(5,557)

(60,253)
1
10,926

(1,394)
(16,079)
31,360
(5,358)
(6,166)
2,763

356,747

(684,594)
(66,886)
(59,182)

(612)
(7,940)
105,072

1,303

25,000

228,907
(703)
(26,854)
(152)

13
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Net cash provided by (used for) investing activities

See accompanying notes
5

404,066

(486,641)

Table of Contents
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EQUITY RESIDENTIAL

CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)

(Amounts in thousands)

(Unaudited)

CASH FLOWS FROM FINANCING ACTIVITIES:
Loan and bond acquisition costs

Mortgage notes payable:

Proceeds

Restricted cash

Lump sum payoffs

Scheduled principal repayments

Notes, net:

Lump sum payoffs

Lines of credit:

Proceeds

Repayments

Proceeds from sale of Common Shares

Proceeds from Employee Share Purchase Plan (ESPP)
Proceeds from exercise of options

Common Shares repurchased and retired

Payment of offering costs

Other financing activities, net

Contributions Noncontrolling Interests  Partially Owned Properties
Distributions:

Common Shares

Preferred Shares

Noncontrolling Interests Operating Partnership
Noncontrolling Interests  Partially Owned Properties

Net cash (used for) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

See accompanying notes
6

Six Months Ended June 30,

2011
$ (1,466)

135,230
(11,663)
(632,477)
(8,366)

(93,096)

154,508
3,501
83,534

(2,611)
(33)

(231,995)
(6,933)
(10,866)
(454)

(623,187)

173,356
431,408

$ 604,764

2010
(2,193)

104,994

58,474
(400,033)
(8,323)

3,679,125
(3,359,125)
73,356
3,546
43,809
(1,887)
(723)
(33)
222

(188,543)
(7,238)
(9,496)
(1,344)

(15,412)

(145,306)
193,288

47,982

Table of Contents
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EQUITY RESIDENTIAL
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
(Amounts in thousands)

Six Months Ended June 30,

(Unaudited)
2011

SUPPLEMENTAL INFORMATION:
Cash paid for interest, net of amounts capitalized $ 242,655
Net cash paid (received) for income and other taxes $ 628
Real estate acquisitions/dispositions/other:
Mortgage loans assumed $ 99,131
Valuation of OP Units issued $
Mortgage loans (assumed) by purchaser $
Amortization of deferred financing costs:
Investment in real estate, net $
Deferred financing costs, net $ 8,048
Amortization of discounts and premiums on debt:
Mortgage notes payable $ (3.816)
Notes, net $ 4,667
Amortization of deferred settlements on derivative instruments:
Other liabilities $ (267)
Accumulated other comprehensive income $ 1,891
Unrealized loss on derivative instruments:
Other assets $ 1,975

Table of Contents

2010
$ 229,507
$  (2,940)
$ 169,428
$ 7,433
$ (39,999)
$  (1.21D)
$ 6,727
$ (3,130
$ 4253
$ (267)
$ 1,465
$ 16,620

16
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Mortgage notes payable $ (226) $ (13)
Notes, net $ (501) $ 7,023
Other liabilities $ 26,440 $ 62,117
Accumulated other comprehensive (loss) $ (25,119) $ (85,746)

Interest capitalized for real estate and unconsolidated entities under development:
Investment in real estate, net $ (3,597 $  (7,940)

Investments in unconsolidated entities $ (86) $

Consolidation of previously unconsolidated properties:

Investment in real estate, net $ $ (105,065)
Investments in unconsolidated entities $ $ 7,376
Deposits  restricted $ $ (42,633)
Mortgage notes payable $ $ 112,631
Net other assets recorded $ $ 837
Other:

Receivable on sale of Common Shares $ $ 37,550
Transfer from notes, net to mortgage notes payable $ $ 35,600

See accompanying notes
7
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EQUITY RESIDENTIAL
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
(Amounts in thousands)

(Unaudited)

SHAREHOLDERS EQUITY
PREFERRED SHARES
Balance, beginning of year

Balance, end of period

COMMUON SHARES, $0.01 PAR VALUE
Balance, beginning of year

Conversion of OP Units into Common Shares
Issuance of Common Shares

Exercise of share options

Employee Share Purchase Plan (ESPP)
Conversion of restricted shares to LTIP Units
Share-based employee compensation expense:
Restricted shares

Balance, end of period

PAID IN CAPITAL

Balance, beginning of year

Common Share Issuance:

Conversion of OP Units into Common Shares

Issuance of Common Shares

Exercise of share options

Employee Share Purchase Plan (ESPP)

Conversion of restricted shares to LTIP Units

Share-based employee compensation expense:

Restricted shares

Share options

ESPP discount

Offering costs

Supplemental Executive Retirement Plan (SERP)

Acquisition of Noncontrolling Interests  Partially Owned Properties
Change in market value of Redeemable Noncontrolling Interests Operating Partnership
Adjustment for Noncontrolling Interests ownership in Operating Partnership

Balance, end of period

RETAINED EARNINGS

Table of Contents

Six Months
Ended
June 30, 2011

$ 200,000

$ 200,000

$ 2,902

30
26

()

$ 2,963

$ 4,741,521

7,224
154,478
83,508
3,500
(3,933)

5,343
5,386
872
(2,611)
2,984
(5,575)
(41,377)
(3,853)

$ 4,947,467
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Balance, beginning of year $ 203,581
Net income attributable to controlling interests 683,255
Common Share distributions (199,284)
Preferred Share distributions (6,933)
Balance, end of period $ 680,619

ACCUMULATED OTHER COMPREHENSIVE (LOSS)

Balance, beginning of year $ (57,818)
Accumulated other comprehensive (loss) derivative instruments:

Unrealized holding (losses) arising during the period (25,119)
Losses reclassified into earnings from other comprehensive income 1,891
Accumulated other comprehensive income other instruments:

Unrealized holding gains arising during the period 493
Balance, end of period $ (80,553)

See accompanying notes
8
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EQUITY RESIDENTIAL

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)

NONCONTROLLING INTERESTS
OPERATING PARTNERSHIP
Balance, beginning of year

(Amounts in thousands)
(Unaudited)

Conversion of OP Units held by Noncontrolling Interests into OP Units held by General

Partner

Conversion of restricted shares to LTIP Units
Equity compensation associated with Noncontrolling Interests
Net income attributable to Noncontrolling Interests

Distributions to Noncontrolling Interests

Change in carrying value of Redeemable Noncontrolling Interests Operating Partnership
Adjustment for Noncontrolling Interests ownership in Operating Partnership

Balance, end of period

PARTIALLY OWNED PROPERTIES
Balance, beginning of year

Net income attributable to Noncontrolling Interests

Distributions to Noncontrolling Interests
Acquisition of Noncontrolling Interests
Other

Balance, end of period

Partially Owned Properties

See accompanying notes
9

Six Months
Ended
June 30, 2011

$ 110,399

(7,227)
3,934
1,988

31,533

(9,238)

(13,224)
3,853

$ 122,018

$ 7,991
31

(487)

(3,000)

(1,240)

$ 3,295
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ERP OPERATING LIMITED PARTNERSHIP

CONSOLIDATED BALANCE SHEETS
(Amounts in thousands)

ASSETS

Investment in real estate
Land

Depreciable property
Projects under development
Land held for development

Investment in real estate
Accumulated depreciation

Investment in real estate, net

Cash and cash equivalents
Investments in unconsolidated entities
Deposits  restricted

Escrow deposits mortgage
Deferred financing costs, net

Other assets

Total assets

LIABILITIES AND CAPITAL
Liabilities:

Mortgage notes payable

Notes, net

Lines of credit

Accounts payable and accrued expenses
Accrued interest payable

Other liabilities

Security deposits

Distributions payable

Total liabilities

Commitments and contingencies

Redeemable Limited Partners

Capital:

Table of Contents

(Unaudited)

June 30,
2011

$ 4,161,358
15,046,250
115,085
214,495

19,537,188
(4,307,406)

15,229,782

604,764
3,623
361,831
10,905
35,451
151,766

$16,398,122

$ 4,352,372
5,096,250

69,118
92,584
306,503
60,779
106,566

10,084,172

438,141

December 31,
2010

$ 4,110,275
15,226,512
130,337
235,247

19,702,371
(4,337,357)

15,365,014

431,408
3,167
180,987
12,593
42,033
148,992

$ 16,184,194

$ 4,762,896
5,185,180

39,452
98,631
304,202
60,812
140,905

10,592,078

383,540
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Partners Capital:

Preference Units

General Partner

Limited Partners

Accumulated other comprehensive (loss)

Total partners capital
Noncontrolling Interests  Partially Owned Properties

Total capital
Total liabilities and capital

See accompanying notes
10

Form 10-Q

200,000
5,631,049

122,018

(80,553)

5,872,514
3,295

5,875,809

$16,398,122

200,000
4,948,004

110,399

(57,818)

5,200,585
7,991

5,208,576

$ 16,184,194
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ERP OPERATING LIMITED PARTNERSHIP

CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in thousands except per Unit data)

(Unaudited)
Six Months Ended June
30, Quarter Ended June 30,
2011 2010 2011 2010

REVENUES
Rental income $ 974,096 $ 871,091 $ 496,111 $ 444,333
Fee and asset management 3,754 5,468 1,948 3,046
Total revenues 977,850 876,559 498,059 447,379
EXPENSES
Property and maintenance 211,418 202,801 103,092 100,045
Real estate taxes and insurance 110,332 105,496 56,701 52,350
Property management 43,148 40,756 20,767 20,264
Fee and asset management 1,957 3,563 1,009 1,605
Depreciation 321,181 302,964 159,087 162,697
General and administrative 22,341 20,808 10,908 10,089
Total expenses 710,377 676,388 351,564 347,050
Operating income 267,473 200,171 146,495 100,329
Interest and other income 1,292 4,845 281 2,625
Other expenses (6,790) (6,026) (4,626) (1,643)
Interest:
Expense incurred, net (241,856) (227,489) (120,525) (113,723)
Amortization of deferred financing costs (7,454) (5,295) (4,444) (2,300)
Income (loss) before income and other taxes,
(loss) from investments in unconsolidated entities,
net gain on sales of unconsolidated entities and
land parcels and discontinued operations 12,665 (33,794) 17,181 (14,712)
Income and other tax (expense) benefit (387) 7 (203) 147
(Loss) from investments in unconsolidated entities (923) (459)
Net gain on sales of unconsolidated entities 5,557 5,079
Net gain on sales of land parcels 4,217 4,217
Income (loss) from continuing operations 16,495 (29,153) 21,195 (9,945)
Discontinued operations, net 698,324 97,098 560,558 20,034
Net income 714,819 67,945 581,753 10,089
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Net (income) loss attributable to Noncontrolling

Interests  Partially Owned Properties 3D 435 (71) 185
Net income attributable to controlling interests $ 714,788 $ 68,380 $ 581,682 $ 10,274
ALLOCATION OF NET INCOME:
Preference Units $ 6,933 $ 7,238 $ 3,467 $ 3,618
General Partner $ 676,322 $ 58,206 $ 552,457 $ 6,343
Limited Partners 31,533 2,936 25,758 313
Net income available to Units $ 707,855 $ 61,142 $ 578,215 $ 6,656
Earnings per Unit basic:
Income (loss) from continuing operations available
to Units $ 0.03 $ (0.12) $ 0.06 $ (0.05)
Net income available to Units $ 2.30 $ 0.21 $ 1.88 $ 0.02
Weighted average Units outstanding 307,106 295,177 307,954 295,898
Earnings per Unit diluted:
Income (loss) from continuing operations available
to Units $ 0.03 $ (0.12) $ 0.06 $ (0.05)
Net income available to Units $ 2.27 $ 0.21 $ 1.85 $ 0.02
Weighted average Units outstanding 311,380 295,177 312,199 295,898
Distributions declared per Unit outstanding $ 0.6750 $ 0.6750 $ 0.3375 $ 0.3375

See accompanying notes

11
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ERP OPERATING LIMITED PARTNERSHIP
CONSOLIDATED STATEMENTS OF OPERATIONS (Continued)
(Amounts in thousands except per Unit data)

(Unaudited)
Six Months Ended June
30,
2011 2010
Comprehensive income (loss):
Net income $ 714,819 $ 67,945
Other comprehensive (loss):
Other comprehensive (loss) derivative instruments:
Unrealized holding (losses) arising during the
period (25,119) (85,746)
Losses reclassified into earnings from other
comprehensive income 1,891 1,465
Other comprehensive income (loss) other
instruments:
Unrealized holding gains (losses) arising during the
period 493 (66)
Other comprehensive (loss) (22,735) (84,347)
Comprehensive income 692,084 (16,402)
Comprehensive (income) loss attributable to
Noncontrolling Interests  Partially Owned Properties 31 435
Comprehensive income (loss) attributable to
controlling interests $ 692,053 $ (15,967)

See accompanying notes

12

Quarter Ended June
30,
2011 2010
$ 581,753 $ 10,089
(31,201) (72,243)
935 739
347 93
(29,919) (71,411)
551,834 (61,322)
(71) 185
$ 551,763 $(61,137)
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ERP OPERATING LIMITED PARTNERSHIP

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in thousands)
(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation

Amortization of deferred financing costs

Amortization of discounts and premiums on debt
Amortization of deferred settlements on derivative instruments
Write-off of pursuit costs

Loss from investments in unconsolidated entities

Distributions from unconsolidated entities return on capital
Net (gain) on sales of unconsolidated entities

Net (gain) on sales of land parcels

Net (gain) on sales of discontinued operations

Unrealized loss on derivative instruments

Compensation paid with Company Common Shares

Changes in assets and liabilities:

Decrease (increase) in deposits  restricted
(Increase) in other assets

Increase in accounts payable and accrued expenses
(Decrease) in accrued interest payable

(Decrease) in other liabilities

(Decrease) increase in security deposits

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Investment in real estate  acquisitions

Investment in real estate  development/other

Improvements to real estate

Additions to non-real estate property

Interest capitalized for real estate and unconsolidated entities under development
Proceeds from disposition of real estate, net

Investments in unconsolidated entities

Distributions from unconsolidated entities return of capital
Proceeds from sale of investment securities

(Increase) decrease in deposits on real estate acquisitions, net
Decrease (increase) in mortgage deposits

Consolidation of previously unconsolidated properties

Acquisition of Noncontrolling Interests  Partially Owned Properties

Table of Contents

Six Months Ended June 30,

2011
$ 714,819

330,930
8,048
851
1,624
3,038

42

(4,217)

(682,236)
2,569
12,389

1,971
(4,456)
35,165
(6,047)

(21,980)
(33)

392,477

(475,397)
(63,558)
(64,863)

(3,987)

(3,683)
1,194,005

(412)

(171,152)
1,688

(8,575)

2010

$ 67945

327,676
5,516
1,123
1,198
2,062

923
61
(5,557)

(60,253)
1
10,926

(1,394)
(16,079)
31,360
(5,358)
(6,166)
2,763

356,747

(684,594)
(66,886)
(59,182)

(612)
(7,940)
105,072

1,303

25,000

228,907
(703)
(26,854)
(152)
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Net cash provided by (used for) investing activities

See accompanying notes
13

404,066

(486,641)

Table of Contents

27



Edgar Filing: EQUITY RESIDENTIAL - Form 10-Q

Table of Contents

ERP OPERATING LIMITED PARTNERSHIP

CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)

(Amounts in thousands)

(Unaudited)

CASH FLOWS FROM FINANCING ACTIVITIES:
Loan and bond acquisition costs

Mortgage notes payable:

Proceeds

Restricted cash

Lump sum payoffs

Scheduled principal repayments

Notes, net:

Lump sum payoffs

Lines of credit:

Proceeds

Repayments

Proceeds from sale of OP Units

Proceeds from EQR s Employee Share Purchase Plan (ESPP)
Proceeds from exercise of EQR options

OP Units repurchased and retired

Payment of offering costs

Other financing activities, net

Contributions Noncontrolling Interests  Partially Owned Properties
Distributions:

OP Units  General Partner

Preference Units

OP Units Limited Partners

Noncontrolling Interests  Partially Owned Properties

Net cash (used for) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

See accompanying notes
14

Six Months Ended June 30,

2011
$ (1,466)

135,230
(11,663)
(632,477)
(8,366)

(93,096)

154,508
3,501
83,534

(2,611)
(33)

(231,995)
(6,933)
(10,866)
(454)

(623,187)

173,356
431,408

$ 604,764

2010
(2,193)

104,994

58,474
(400,033)
(8,323)

3,679,125
(3,359,125)
73,356
3,546
43,809
(1,887)
(723)
(33)
222

(188,543)
(7,238)
(9,496)
(1,344)

(15,412)

(145,306)
193,288

47,982
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ERP OPERATING LIMITED PARTNERSHIP
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
(Amounts in thousands)

Six Months Ended June 30,

(Unaudited)
2011

SUPPLEMENTAL INFORMATION:
Cash paid for interest, net of amounts capitalized $ 242,655
Net cash paid (received) for income and other taxes $ 628
Real estate acquisitions/dispositions/other:
Mortgage loans assumed $ 99,131
Valuation of OP Units issued $
Mortgage loans (assumed) by purchaser $
Amortization of deferred financing costs:
Investment in real estate, net $
Deferred financing costs, net $ 8,048
Amortization of discounts and premiums on debt:
Mortgage notes payable $ (3,816)
Notes, net $ 4,667
Amortization of deferred settlements on derivative instruments:
Other liabilities $ (267)
Accumulated other comprehensive income $ 1,891
Unrealized loss on derivative instruments:
Other assets $ 1,975

Table of Contents

2010
$ 229,507
$  (2,940)
$ 169,428
$ 7,433
$ (39,999)
$  (1.21D)
$ 6,727
$ (3,130
$ 4253
$ (267)
$ 1,465
$ 16,620
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Mortgage notes payable $ (226) $ (13)
Notes, net $ (501) $ 7,023
Other liabilities $ 26,440 $ 62,117
Accumulated other comprehensive (loss) $ (25,119) $ (85,746)

Interest capitalized for real estate and unconsolidated entities under development:
Investment in real estate, net $ (3,597 $  (7,940)

Investments in unconsolidated entities $ (86) $

Consolidation of previously unconsolidated properties:

Investment in real estate, net $ $ (105,065)
Investments in unconsolidated entities $ $ 7,376
Deposits  restricted $ $ (42,633)
Mortgage notes payable $ $ 112,631
Net other assets recorded $ $ 837
Other:

Receivable on sale of OP units $ $ 37,550
Transfer from notes, net to mortgage notes payable $ $ 35,600

See accompanying notes
15
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ERP OPERATING LIMITED PARTNERSHIP

CONSOLIDATED STATEMENT OF CHANGES IN CAPITAL

(Amounts in thousands)
(Unaudited)

PARTNERS CAPITAL

PREFERENCE UNITS
Balance, beginning of year

Balance, end of period

GENERAL PARTNER

Balance, beginning of year

OP Unit Issuance:

Conversion of OP Units held by Limited Partners into OP Units held by General Partner
Issuance of OP Units

Exercise of EQR share options

EQR s Employee Share Purchase Plan (ESPP)

Conversion of EQR restricted shares to LTIP Units

Share-based employee compensation expense:

EQR restricted shares

EQR share options

EQR ESPP discount

Offering costs

Net income available to Units  General Partner

OP Units  General Partner distributions

Supplemental Executive Retirement Plan (SERP)

Acquisition of Noncontrolling Interests  Partially Owned Properties
Change in market value of Redeemable Limited Partners
Adjustment for Limited Partners ownership in Operating Partnership

Balance, end of period

LIMITED PARTNERS

Balance, beginning of year

Conversion of OP Units held by Limited Partners into OP Units held by General Partner
Conversion of EQR restricted shares to LTIP Units

Equity compensation associated with Units Limited Partners

Net income available to Units Limited Partners

Units Limited Partners distributions

Change in carrying value of Redeemable Limited Partners

Adjustment for Limited Partners ownership in Operating Partnership

Table of Contents

Six Months
Ended
June 30, 2011

$ 200,000

$ 200,000

$ 4,948,004

7,227
154,508
83,534
3,501
(3,934)

5,345
5,386
872
(2,611)
676,322
(199,284)
2,984
(5,575)
(41,377)
(3,853)

$ 5,631,049

$ 110,399
(7,227)

3,934

1,988

31,533

(9,238)

(13,224)

3,853
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Balance, end of period $ 122,018

ACCUMULATED OTHER COMPREHENSIVE (LOSS)

Balance, beginning of year $ (57,818)
Accumulated other comprehensive (loss) derivative instruments:

Unrealized holding (losses) arising during the period (25,119)
Losses reclassified into earnings from other comprehensive income 1,891
Accumulated other comprehensive income other instruments:

Unrealized holding gains arising during the period 493
Balance, end of period $ (80,553)

See accompanying notes
16
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ERP OPERATING LIMITED PARTNERSHIP
CONSOLIDATED STATEMENT OF CHANGES IN CAPITAL (Continued)
(Amounts in thousands)

(Unaudited)
Six Months
Ended
June 30, 2011
NONCONTROLLING INTERESTS
NONCONTROLLING INTERESTS PARTIALLY OWNED PROPERTIES
Balance, beginning of year $ 7,991
Net income attributable to Noncontrolling Interests 31
Distributions to Noncontrolling Interests (487)
Acquisition of Noncontrolling Interests  Partially Owned Properties (3,000)
Other (1,240)
Balance, end of period $ 3,295

See accompanying notes
17
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EQUITY RESIDENTIAL
ERP OPERATING LIMITED PARTNERSHIP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
1. Business

Equity Residential ( EQR ), a Maryland real estate investment trust ( REIT ) formed in March 1993, is an S&P 500
company focused on the acquisition, development and management of high quality apartment properties in top United
States growth markets. ERP Operating Limited Partnership ( ERPOP ), an Illinois limited partnership, was formed in
May 1993 to conduct the multifamily residential property business of Equity Residential. EQR has elected to be taxed
as a REIT. References to the Company, we, us or our mean collectively EQR, ERPOP and those entities/subsidiari
owned or controlled by EQR and/or ERPOP. References to the Operating Partnership mean collectively ERPOP and
those entities/subsidiaries owned or controlled by ERPOP. Unless otherwise indicated, the notes to consolidated
financial statements apply to both the Company and the Operating Partnership.

EQR is the general partner of, and as of June 30, 2011 owned an approximate 95.6% ownership interest in ERPOP.
All of the Company s property ownership, development and related business operations are conducted through the
Operating Partnership and EQR has no material assets or liabilities other than its investment in ERPOP. EQR issues
public equity from time to time but does not have any indebtedness as all debt is incurred by the Operating
Partnership. The Operating Partnership holds substantially all of the assets of the Company, including the Company s
ownership interests in its joint ventures. The Operating Partnership conducts the operations of the business and is
structured as a partnership with no publicly traded equity.

As of June 30, 2011, the Company, directly or indirectly through investments in title holding entities, owned all or
a portion of 421 properties located in 16 states and the District of Columbia consisting of 120,760 apartment units.

The ownership breakdown includes (table does not include various uncompleted development properties):

Apartment
Properties Units
Wholly Owned Properties 397 111,539
Partially Owned Properties Consolidated 22 4,371
Military Housing 2 4,850
421 120,760

2. Summary of Significant Accounting Policies
Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
accounting principles generally accepted in the United States for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X promulgated under the Securities Act of 1933, as
amended. Accordingly, they do not include all of the information and footnotes required by accounting principles
generally accepted in the United States for complete financial statements. In the opinion of management, all
adjustments (consisting of normal recurring accruals) and certain reclassifications considered necessary for a fair
presentation have been included. Certain reclassifications have been made to the prior period financial statements in
order to conform to the current year presentation. Operating results for the six months ended June 30, 2011 are not
necessarily indicative of the results that may be expected for the year ending December 31, 2011.

In preparation of the Company s financial statements in conformity with accounting principles generally accepted in
the United States, management makes estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements as well as the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from these
estimates.

The balance sheets at December 31, 2010 have been derived from the audited financial statements at that date but
does not include all of the information and footnotes required by accounting principles generally accepted in the

Table of Contents 34



Edgar Filing: EQUITY RESIDENTIAL - Form 10-Q

United States for complete financial statements.
18

Table of Contents

35



Edgar Filing: EQUITY RESIDENTIAL - Form 10-Q

Table of Contents

For further information, including definitions of capitalized terms not defined herein, refer to the consolidated
financial statements and footnotes thereto included in each of the Company s and the Operating Partnership s annual
reports on Form 10-K for the year ended December 31, 2010.

Income and Other Taxes

Due to the structure of EQR as a REIT and the nature of the operations of its operating properties, no provision for
federal income taxes has been made at the EQR level. In addition, ERPOP generally is not liable for federal income
taxes as the partners recognize their proportionate share of income or loss in their tax returns; therefore no provision
for federal income taxes has been made at the ERPOP level. Historically, the Company has generally only incurred
certain state and local income, excise and franchise taxes. The Company has elected Taxable REIT Subsidiary ( TRS )
status for certain of its corporate subsidiaries and as a result, these entities will incur both federal and state income
taxes on any taxable income of such entities after consideration of any net operating losses.

Deferred tax assets and liabilities applicable to the TRS entities are recognized for future tax consequences
attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases. These assets and liabilities are measured using enacted tax rates for which the temporary
differences are expected to be recovered or settled. The effects of changes in tax rates on deferred tax assets and
liabilities are recognized in earnings in the period enacted. The Company s deferred tax assets are generally the result
of tax affected amortization of goodwill, differing depreciable lives on capitalized assets and the timing of expense
recognition for certain accrued liabilities. As of June 30, 2011, the Company has recorded a deferred tax asset of
approximately $38.7 million, which is fully offset by a valuation allowance due to the uncertainty in forecasting future
TRS taxable income.

Other

Effective January 1, 2010, in an effort to improve financial standards for transfers of financial assets, more
stringent conditions for reporting a transfer of a portion of a financial asset as a sale (e.g. loan participations) are
required, the concept of a qualifying special-purpose entity and special guidance for guaranteed mortgage
securitizations are eliminated, other sale-accounting criteria is clarified and the initial measurement of a transferor s
interest in transferred financial assets is changed. This does not have a material effect on the Company s consolidated
results of operations or financial position.

Effective January 1, 2010, the analysis for identifying the primary beneficiary of a Variable Interest Entity ( VIE )
has been simplified by replacing the previous quantitative-based analysis with a framework that is based more on
qualitative judgments. The analysis requires the primary beneficiary of a VIE to be identified as the party that both
(a) has the power to direct the activities of a VIE that most significantly impact its economic performance and (b) has
an obligation to absorb losses or a right to receive benefits that could potentially be significant to the VIE. For the
Company, this includes its consolidated development partnerships as the Company provides substantially all of the
capital for these ventures (other than third party mortgage debt, if any). For the Company, these requirements affected
only disclosures and had no impact on the Company s consolidated results of operations or financial position. See Note
6 for further discussion.

The Company is required to make certain disclosures regarding noncontrolling interests in consolidated limited-life
subsidiaries. For these consolidated entities, the Company is the controlling partner in various partnerships owning 22
properties and 4,371 apartment units and various completed and uncompleted development properties having a
noncontrolling interest book value of $3.3 million at June 30, 2011. Some of these partnership agreements contain
provisions that require the partnerships to be liquidated through the sale of their assets upon reaching a date specified
in each respective partnership agreement. The Company, as controlling partner, has an obligation to cause the property
owning partnerships to distribute the proceeds of liquidation to the Noncontrolling Interests in these Partially Owned
Properties only to the extent that the net proceeds received by the partnerships from the sale of their assets warrant a
distribution based on the partnership agreements. As of June 30, 2011, the Company estimates the value of
Noncontrolling Interest distributions would have been approximately $63.4 million ( Settlement Value ) had the
partnerships been liquidated. This Settlement Value is based on estimated third party consideration realized by the
partnerships upon disposition of the Partially Owned Properties and is net of all other assets and liabilities, including
yield maintenance on the mortgages encumbering the properties, that would have been due on June 30, 2011 had those
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mortgages been prepaid. Due to, among other things, the inherent uncertainty in the sale of real estate assets, the
amount of any potential distribution to the Noncontrolling Interests in the Company s Partially Owned Properties is
subject to change. To the extent that the partnerships underlying assets are worth less than the underlying liabilities,
the Company has no obligation to remit any consideration to the Noncontrolling Interests in these Partially Owned
Properties.

19

Table of Contents 37



Edgar Filing: EQUITY RESIDENTIAL - Form 10-Q

Table of Contents

Effective January 1, 2011, companies are required to separately disclose purchases, sales, issuances and settlements
on a gross basis in the reconciliation of recurring Level 3 fair value measurements. This does not have a material
effect on the Company s consolidated results of operations or financial position. See Note 11 for further discussion.

Effective January 1, 2012, companies will be required to separately disclose the amounts and reasons for any
transfers of assets and liabilities into and out of Level 1 and Level 2 of the fair value hierarchy. For fair value
measurements using significant unobservable inputs (Level 3), companies will be required to disclose quantitative
information about the significant unobservable inputs used for all Level 3 measurements and a description of the
Company s valuation processes in determining fair value. In addition, companies will be required to provide a
qualitative discussion about the sensitivity of recurring Level 3 measurements to changes in the unobservable inputs
disclosed, including the interrelationship between inputs. Companies will also be required to disclose information
about when the current use of a non-financial asset measured at fair value differs from its highest and best use and the
hierarchy classification for items whose fair value is not recorded on the balance sheet but is disclosed in the notes.
The Company does not expect this will have a material effect on its consolidated results of operations or financial
position.

Effective January 1, 2009, issuers of certain convertible debt instruments that may be settled in cash on conversion
were required to separately account for the liability and equity components of the instrument in a manner that reflects
each issuer s nonconvertible debt borrowing rate. As the Company is required to apply this retrospectively, the
accounting for its $650.0 million ($482.5 million outstanding at June 30, 2011) 3.85% convertible unsecured notes
that were issued in August 2006 and mature in August 2026 was affected. The Company recognized $9.3 million and
$9.3 million in interest expense related to the stated coupon rate of 3.85% for the six months ended June 30, 2011 and
2010, respectively. The amount of the conversion option as of the date of issuance calculated by the Company using a
5.80% effective interest rate was $44.3 million and is being amortized to interest expense over the expected life of the
convertible notes (through the first put date on August 18, 2011). Total amortization of the cash discount and
conversion option discount on the unsecured notes resulted in a reduction to earnings of approximately $3.9 million
and $3.9 million, respectively, or $0.01 per share/Unit and $0.01 per share/Unit, respectively, for the six months
ended June 30, 2011 and 2010, and is anticipated to result in a reduction to earnings of approximately $5.0 million or
$0.02 per share/Unit during the full year of 2011. In addition, the Company decreased the January 1, 2009 balance of
retained earnings (included in general partner s capital in the Operating Partnership s financial statements) by
$27.0 million, decreased the January 1, 2009 balance of notes by $17.3 million and increased the January 1, 2009
balance of paid in capital (included in general partner s capital in the Operating Partnership s financial statements) by
$44.3 million. The carrying amount of the conversion option remaining in paid in capital (included in general partner s
capital in the Operating Partnership s financial statements) was $44.3 million at both June 30, 2011 and December 31,
2010. The unamortized cash and conversion option discounts totaled $1.1 million and $5.0 million at June 30, 2011
and December 31, 2010, respectively.

3. Equity, Capital and Other Interests
Equity and Redeemable Noncontrolling Interests of Equity Residential

The following tables present the changes in the Company s issued and outstanding Common Shares and Units

(which includes OP Units and Long-Term Incentive Plan ( LTIP ) Units) for the six months ended June 30, 2011:
20
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2011
Common Shares
Common Shares outstanding at January 1, 290,197,242
Common Shares Issued:
Conversion of OP Units 284,691
Issuance of Common Shares 3,038,980
Exercise of share options 2,632,021
Employee Share Purchase Plan (ESPP) 78,121
Restricted share grants, net 151,018
Common Shares Other:
Conversion of restricted shares to LTIP Units (101,988)
Common Shares outstanding at June 30, 296,280,085
Units
Units outstanding at January 1, 13,612,037
LTIP Units, net 58,942
Conversion of restricted shares to LTIP Units 101,988
Conversion of OP Units to Common Shares (284,691)
Units outstanding at June 30, 13,488,276
Total Common Shares and Units outstanding at June 30, 309,768,361
Units Ownership Interest in Operating Partnership 4.4%

In September 2009, EQR announced the establishment of an At-The-Market ( ATM ) share offering program which
would allow EQR to sell up to 17.0 million Common Shares from time to time over the next three years into the
existing trading market at current market prices as well as through negotiated transactions. During the six months
ended June 30, 2011, EQR issued approximately 3.0 million Common Shares at an average price of $50.84 per share
for total consideration of approximately $154.5 million through the ATM program. EQR has not issued any shares
under this program since January 13, 2011. Including its February 2011 prospectus supplement which added
approximately 5.7 million Common Shares, EQR has 10.0 million Common Shares remaining available for issuance
under the ATM program as of June 30, 2011.

On June 16, 2011, the shareholders of EQR approved the Company s 2011 Share Incentive Plan (the 2011 Plan ).
The 2011 Plan reserved 12,980,741 Common Shares for issuance. In conjunction with the approval of the 2011 Plan,
no further awards may be granted under the 2002 Share Incentive Plan. The 2011 Plan expires on June 16, 2021.

EQR has a share repurchase program authorized by the Board of Trustees under which it has authorization to
repurchase up to $464.6 million of its shares as of June 30, 2011. No shares were repurchased during the six months
ended June 30, 2011.

During the six months ended June 30, 2011, the Company acquired all of its partner s interest in two consolidated
partially owned properties consisting of 861 apartment units for $8.6 million. In conjunction with these transactions,
the Company reduced paid in capital by $5.6 million and Noncontrolling Interests  Partially Owned Properties by
$3.0 million.
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The equity positions of various individuals and entities that contributed their properties to the Operating
Partnership in exchange for OP Units, as well as the equity positions of the holders of LTIP Units, are collectively
referred to as the Noncontrolling Interests Operating Partnership . Subject to certain exceptions (including the book-up
requirements of LTIP Units), the Noncontrolling Interests Operating Partnership may exchange their Units with EQR
for Common Shares on a one-for-one basis. The carrying value of the Noncontrolling Interests ~Operating Partnership
(including redeemable interests) is allocated based on the number of Noncontrolling Interests ~Operating Partnership
Units in total in proportion to the number of Noncontrolling Interests Operating Partnership Units in total plus the
number of Common Shares. Net income is allocated to the Noncontrolling Interests  Operating Partnership based on
the weighted average ownership percentage during the period.

The Operating Partnership has the right but not the obligation to make a cash payment instead of issuing Common
Shares to any and all holders of Noncontrolling Interests Operating Partnership Units requesting an exchange of their
OP Units with EQR. Once the Operating Partnership elects not to redeem the Noncontrolling Interests Operating
Partnership Units for cash, EQR is obligated to deliver Common Shares to the exchanging holder of the
Noncontrolling Interests Operating Partnership Units.
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The Noncontrolling Interests ~Operating Partnership Units are classified as either mezzanine equity or permanent
equity. If EQR is required, either by contract or securities law, to deliver registered Common Shares, such
Noncontrolling Interests Operating Partnership are differentiated and referred to as Redeemable Noncontrolling
Interests Operating Partnership . Instruments that require settlement in registered shares can not be classified in
permanent equity as it is not always completely within an issuer s control to deliver registered shares. Therefore,
settlement in cash is assumed and that responsibility for settlement in cash is deemed to fall to the Operating
Partnership as the primary source of cash for EQR, resulting in presentation in the mezzanine section of the balance
sheet. The Redeemable Noncontrolling Interests ~ Operating Partnership are adjusted to the greater of carrying value or
fair market value based on the Common Share price of EQR at the end of each respective reporting period. EQR has
the ability to deliver unregistered Common Shares for the remaining portion of the Noncontrolling Interests
Operating Partnership Units that are classified in permanent equity at June 30, 2011 and December 31, 2010.

The carrying value of the Redeemable Noncontrolling Interests ~ Operating Partnership is allocated based on the
number of Redeemable Noncontrolling Interests ~ Operating Partnership Units in proportion to the number of
Noncontrolling Interests Operating Partnership Units in total. Such percentage of the total carrying value of Units
which is ascribed to the Redeemable Noncontrolling Interests =~ Operating Partnership is then adjusted to the greater of
carrying value or fair market value as described above. As of June 30, 2011, the Redeemable Noncontrolling Interests
Operating Partnership have a redemption value of approximately $438.1 million, which represents the value of
Common Shares that would be issued in exchange with the Redeemable Noncontrolling Interests  Operating
Partnership Units.

The following table presents the change in the redemption value of the Redeemable Noncontrolling Interests
Operating Partnership for the six months ended June 30, 2011 (amounts in thousands):

2011
Balance at January 1, $383,540
Change in market value 41,377
Change in carrying value 13,224
Balance at June 30, $438,141

Net proceeds from EQR Common Share and Preferred Share (see definition below) offerings are contributed by
EQR to ERPOP. In return for those contributions, EQR receives a number of OP Units in ERPOP equal to the number
of Common Shares it has issued in the equity offering (or in the case of a preferred equity offering, a number of
preference units in ERPOP equal in number and having the same terms as the Preferred Shares issued in the equity
offering). As a result, the net offering proceeds from Common Shares and Preferred Shares are allocated between
shareholders equity and Noncontrolling Interests Operating Partnership to account for the change in their respective
percentage ownership of the underlying equity of ERPOP.

The Company s declaration of trust authorizes it to issue up to 100,000,000 preferred shares of beneficial interest,
$0.01 par value per share (the Preferred Shares ), with specific rights, preferences and other attributes as the Board of
Trustees may determine, which may include preferences, powers and rights that are senior to the rights of holders of
the Company s Common Shares.

The following table presents the Company s issued and outstanding Preferred Shares as of June 30, 2011 and
December 31, 2010:
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Amounts in thousands

Annual
Dividend December
Redemption per June 30, 31,
Date (1) Share (2) 2011 2010
Preferred Shares of beneficial interest, $0.01 par
value;
100,000,000 shares authorized:
8.29% Series K Cumulative Redeemable
Preferred;
liquidation value $50 per share; 1,000,000 shares
issued and outstanding at June 30, 2011 and
December 31, 2010 12/10/26 $ 4.145 $ 50,000 $ 50,000
6.48% Series N Cumulative Redeemable
Preferred;
liquidation value $250 per share; 600,000 shares
issued and outstanding at June 30, 2011 and
December 31, 2010 (3) 6/19/08 $ 16.20 150,000 150,000

$200,000 $ 200,000

(1) On or after the redemption date, redeemable preferred shares (Series K and N) may be redeemed for cash at the
option of the Company, in whole or in part, at a redemption price equal to the liquidation price per share, plus
accrued and unpaid distributions, if any.

(2) Dividends on all series of Preferred Shares are payable quarterly at various pay dates. The dividend listed for
Series N is a Preferred Share rate and the equivalent Depositary Share annual dividend is $1.62 per share.

(3) The Series N Preferred Shares have a corresponding depositary share that consists of ten times the number of
shares and one-tenth the liquidation value and dividend per share.
Capital and Redeemable Limited Partners of ERP Operating Limited Partnership
The following tables present the changes in the Operating Partnership s issued and outstanding Units and in the
limited partners Units for the six months ended June 30, 2011:

2011

General and Limited Partner Units

General and Limited Partner Units outstanding at January 1, 303,809,279
Issued to General Partner:

Issuance of OP Units 3,038,980
Exercise of EQR share options 2,632,021
EQR s Employee Share Purchase Plan (ESPP) 78,121
EQR restricted share grants, net 151,018

Issued to Limited Partners:
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General and Limited Partner Units outstanding at June 30, 309,768,361

Limited Partner Units

Limited Partner Units outstanding at January 1, 13,612,037
Limited Partner LTIP Units, net 58,942
Conversion of EQR restricted shares to LTIP Units 101,988
Conversion of Limited Partner OP Units to EQR Common Shares (284,691)
Limited Partner Units outstanding at June 30, 13,488,276
Limited Partner Units Ownership Interest in Operating Partnership 4.4%

As discussed under Equity and Redeemable Noncontrolling Interests of Equity Residential in this note, EQR has
established an ATM share offering program. Per the terms of ERPOP s partnership agreement, EQR contributes the net
proceeds from all equity offerings to the capital of ERPOP in exchange for additional OP Units (on a one-for-one
Common Share per OP Unit basis). During the six months ended June 30, 2011, EQR issued approximately
3.0 million Common Shares at an average price of $50.84 per share for total consideration of approximately
$154.5 million through the ATM program. Concurrent with these transactions, ERPOP issued approximately
3.0 million OP Units to EQR. EQR has not issued any shares under this program since January 13, 2011. Including its
February 2011 prospectus supplement which added approximately 5.7 million Common Shares, EQR has 10.0 million
Common Shares remaining available for issuance under the ATM program as of June 30, 2011.
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See Equity and Redeemable Noncontrolling Interests of Equity Residential in this note for a discussion of the
Company s 2011 Plan and share repurchase program.

During the six months ended June 30, 2011, the Operating Partnership acquired all of its partner s interest in two
consolidated partially owned properties consisting of 861 apartment units for $8.6 million. In conjunction with these
transactions, the Operating Partnership reduced paid in capital (included in general partner s capital in the Operating
Partnership s financial statements) by $5.6 million and Noncontrolling Interests  Partially Owned Properties by $3.0
million.

The Limited Partners of the Operating Partnership as of June 30, 2011 include various individuals and entities that
contributed their properties to the Operating Partnership in exchange for OP Units, as well as the equity positions of
the holders of LTIP Units. Subject to certain exceptions (including the book-up requirements of LTIP Units), Limited
Partners may exchange their Units with EQR for Common Shares on a one-for-one basis. The carrying value of the
Limited Partner Units (including redeemable interests) is allocated based on the number of Limited Partner Units in
total in proportion to the number of Limited Partner Units in total plus the number of General Partner Units. Net
income is allocated to the Limited Partner Units based on the weighted average ownership percentage during the
period.

The Operating Partnership has the right but not the obligation to make a cash payment instead of issuing Common
Shares to any and all holders of Limited Partner Units requesting an exchange of their OP Units with EQR. Once the
Operating Partnership elects not to redeem the Limited Partner Units for cash, EQR is obligated to deliver Common
Shares to the exchanging limited partner.

The Limited Partner Units are classified as either mezzanine equity or permanent equity. If EQR is required, either
by contract or securities law, to deliver registered Common Shares, such Limited Partner Units are differentiated and
referred to as Redeemable Limited Partner Units . Instruments that require settlement in registered shares can not be
classified in permanent equity as it is not always completely within an issuer s control to deliver registered shares.
Therefore, settlement in cash is assumed and that responsibility for settlement in cash is deemed to fall to the
Operating Partnership as the primary source of cash for EQR, resulting in presentation in the mezzanine section of the
balance sheet. The Redeemable Limited Partner Units are adjusted to the greater of carrying value or fair market value
based on the Common Share price of EQR at the end of each respective reporting period. EQR has the ability to
deliver unregistered Common Shares for the remaining portion of the Limited Partner Units that are classified in
permanent equity at June 30, 2011 and December 31, 2010.

The carrying value of the Redeemable Limited Partner Units is allocated based on the number of Redeemable
Limited Partner Units in proportion to the number of Limited Partner Units in total. Such percentage of the total
carrying value of Limited Partner Units which is ascribed to the Redeemable Limited Partner Units is then adjusted to
the greater of carrying value or fair market value as described above. As of June 30, 2011, the Redeemable Limited
Partner Units have a redemption value of approximately $438.1 million, which represents the value of Common
Shares that would be issued in exchange with the Redeemable Limited Partner Units.

The following table presents the change in the redemption value of the Redeemable Limited Partners for the six
months ended June 30, 2011 (amounts in thousands):

2011
Balance at January 1, $383,540
Change in market value 41,377
Change in carrying value 13,224
Balance at June 30, $438,141

EQR contributes all net proceeds from its various equity offerings (including proceeds from exercise of options for
Common Shares) to ERPOP. In return for those contributions, EQR receives a number of OP Units in ERPOP equal to
the number of Common Shares it has issued in the equity offering (or in the case of a preferred equity offering, a
number of preference units in ERPOP equal in number and having the same terms as the preferred shares issued in the
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equity offering).
The following table presents the Operating Partnership s issued and outstanding Preference Units as of June 30,
2011 and December 31, 2010:
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Amounts in thousands

Annual
Dividend
Redemption per June 30,
Date (1) Unit (2) 2011
Preference Units:
8.29% Series K Cumulative Redeemable
Preference Units;
liquidation value $50 per unit; 1,000,000 units
issued and outstanding at June 30, 2011 and
December 31, 2010 12/10/26 $ 4.145 $ 50,000
6.48% Series N Cumulative Redeemable
Preference Units;
liquidation value $250 per unit; 600,000 units
issued and outstanding at June 30, 2011 and
December 31, 2010 (3) 6/19/08 $ 16.20 150,000

$200,000

December
31,
2010

$ 50,000

150,000

$ 200,000

(1) On or after the redemption date, redeemable preference units (Series K and N) may be redeemed for cash at the
option of the Operating Partnership, in whole or in part, at a redemption price equal to the liquidation price per
unit, plus accrued and unpaid distributions, if any, in conjunction with the concurrent redemption of the

corresponding Company Preferred Shares.

(2) Dividends on all series of Preference Units are payable quarterly at various pay dates. The dividend listed for
Series N is a Preference Unit rate and the equivalent depositary unit annual dividend is $1.62 per unit.

(3) The Series N Preference Units have a corresponding depositary unit that consists of ten times the number of units

and one-tenth the liquidation value and dividend per unit.
4. Real Estate

The following table summarizes the carrying amounts for the Company s investment in real estate (at cost) as of

June 30, 2011 and December 31, 2010 (amounts in thousands):

June 30,
2011

Land $ 4,161,358
Depreciable property:

Buildings and improvements 13,833,714
Furniture, fixtures and equipment 1,212,536
Projects under development:

Land 26,766
Construction-in-progress 88,319

Land held for development:
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December 31,
2010
$ 4,110,275

13,995,121
1,231,391

28,260
102,077
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Land 178,321 198,465
Construction-in-progress 36,174 36,782
Investment in real estate 19,537,188 19,702,371
Accumulated depreciation (4,307,406) (4,337,357)
Investment in real estate, net $15,229,782 $ 15,365,014

During the six months ended June 30, 2011, the Company acquired the entire equity interest in the following from
unaffiliated parties (purchase price in thousands):

Apartment Purchase
Properties Units Price
Rental Properties Consolidated 7 2,069 $ 549,253
Land Parcel (one) 12,850
Other (1) 11,750
Total 7 2,069 $ 573,853

(1) Represents the acquisition of a 97,000 square foot commercial building adjacent to our Harbor Steps apartment
property in downtown Seattle for potential redevelopment.
25
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During the six months ended June 30, 2011, the Company disposed of the following to unaffiliated parties (sales
price in thousands):

Apartment
Properties Units Sales Price
Rental Properties Consolidated 38 11,267 $1,173,314
Land Parcel (one) (1) 22,786
Total 38 11,267 $1,196,100

(1) Represents the sale of a land parcel, on which the Company no longer planned to develop, in suburban
Washington, D.C.
The Company recognized a net gain on sales of discontinued operations of approximately $682.2 million and a net
gain on sales of land parcels of approximately $4.2 million on the above sales.
5. Commitments to Acquire/Dispose of Real Estate
The Company has entered into separate agreements to acquire the following (purchase price in thousands):

Apartment Purchase
Properties Units Price
Rental Properties 5 851 $ 223,025
Land Parcels (three) 29,100
Total 5 851 $ 252,125

In addition to the properties that were subsequently disposed of as discussed in Note 16, the Company has entered
into separate agreements to dispose of the following (sales price in thousands):

Apartment
Properties Units Sales Price
Rental Properties 6 1,961 $ 173,900
Total 6 1,961 $ 173,900

The closings of these pending transactions are subject to certain conditions and restrictions, therefore, there can be
no assurance that these transactions will be consummated or that the final terms will not differ in material respects
from those summarized in the preceding paragraphs.

6. Investments in Partially Owned Entities

The Company has co-invested in various properties with unrelated third parties which are either consolidated or
accounted for under the equity method of accounting (unconsolidated). The following tables and information
summarize the Company s investments in partially owned entities as of June 30, 2011 (amounts in thousands except
for project and apartment unit amounts):
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Total projects (1)

Total apartments units (1)

Balance sheet information at 6/30/11 (at 100%):
ASSETS

Investment in real estate

Accumulated depreciation

Investment in real estate, net
Cash and cash equivalents
Deposits  restricted
Escrow deposits mortgage
Deferred financing costs, net
Other assets

Total assets

LIABILITIES AND EQUITY/CAPITAL
Mortgage notes payable

Accounts payable & accrued expenses
Accrued interest payable

Other liabilities

Security deposits

Total liabilities

Noncontrolling Interests  Partially Owned Properties
Company equity/General and Limited Partners
Capital

Total equity/capital

Total liabilities and equity/capital

Debt Secured (2):
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Consolidated

Development Projects
(VIEs)
Held for Completed
and/or
Under and
Development  Stabilized
3
931
$25,067 $ 376,057
(13,937)
25,067 362,120
527 2,870
1,120 3,560
48
1,791
126 181
$26,840 $ 370,570
$ $ 232,530
253 1,106
333
1,277 558
1,306
1,530 235,833
2,179 6,104
23,131 128,633
25,310 134,737
$26,840 $ 370,570

Other
19

3,440

$ 440,998
(131,837)

309,161
9,777
22,887

984
106

$ 342915

$ 182,637
1,566

573

1,157
1,469

187,402

(4,988)
160,501
155,513

$ 342915

Total
22

4,371

$ 842,122
(145,774)

696,348
13,174
27,567

48
2,775
413

$ 740,325

$ 415,167
2,925

906

2,992
2,775

424,765

3,295
312,265
315,560

$ 740,325
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Company/Operating Partnership Ownership (3) $ $ 232,530 $ 152,017 $ 384,547

Noncontrolling Ownership 30,620 30,620

Total (at 100%) $ $ 232,530 $ 182,637 $ 415,167
27
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Consolidated
Development Projects
(VIEs)
Held
for
and/or
Under Completed
and
Development Stabilized Other Total

Operating information for the six months ended
6/30/11 (at 100%):
Operating revenue $ $ 10,763 $28,261 $ 39,024
Operating expenses 124 3,848 9,371 13,343
Net operating (loss) income (124) 6,915 18,890 25,681
Depreciation 5,872 7,491 13,363
General and administrative/other 103 5 27 135
Operating (loss) income (227) 1,038 11,372 12,183
Interest and other income 4 4 8 16
Other expenses (207) (14) (221)
Interest:
Expense incurred, net (399) (4,440) (6,785) (11,624)
Amortization of deferred financing costs (1,337) (324) (1,661)
(Loss) income before income and other taxes and net
gains
on sales of land parcels and discontinued operations (829) 4,735) 4,257 (1,307)
Income and other tax (expense) benefit 57) (®) (65)
Net gain on sales of land parcels 4,217 4,217
Net gain on sales of discontinued operations 169 169
Net income (loss) $ 3,500 $ (4,735) $ 4,249 $ 3,014

(1) Project and apartment unit counts exclude all uncompleted development projects until those projects are
substantially completed.

(2) All debt is non-recourse to the Company with the exception of $14.0 million in mortgage debt on one
development project.

(3) Represents the Company s/Operating Partnership s current economic ownership interest.

In 2010, the Company admitted an 80% institutional partner to an entity owning a developable land parcel in
Florida in exchange for $11.7 million in cash and retained a 20% equity interest. This land parcel is now
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unconsolidated. Total project cost is approximately $78.2 million and construction will be predominantly funded with
a long-term, non-recourse secured loan from the partner. The Company is responsible for constructing the project and
has given certain construction cost overrun guarantees. The Company s remaining funding obligation is currently
estimated at approximately $2.4 million.

The Company is the controlling partner in various consolidated partnership properties and development properties
having a noncontrolling interest book value of $3.3 million at June 30, 2011. The Company has identified its
development partnerships as VIEs as the Company provides substantially all of the capital for these ventures (other
than third party mortgage debt, if any) despite the fact that each partner legally owns 50% of each venture. The
Company is the primary beneficiary as it exerts the most significant power over the ventures, absorbs the majority of
the expected losses and has the right to receive a majority of the expected residual returns. The assets net of liabilities
of the Company s VIEs are restricted in their use to the specific VIE to which they relate and are not available for
general corporate use. The Company does not have any unconsolidated VIEs.

7. Deposits Restricted

The following table presents the Company s restricted deposits as of June 30, 2011 and December 31, 2010

(amounts in thousands):

December
June 30, 31,
2011 2010
Tax deferred (1031) exchange proceeds $278,903 $ 103,887
Earnest money on pending acquisitions 5,400 9,264
Restricted deposits on debt 30,629 18,966
Resident security and utility deposits 40,801 40,745
Other 6,098 8,125
Totals $361,831 $ 180,987
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8. Mortgage Notes Payable
EQR does not have any indebtedness as all debt is incurred by the Operating Partnership.
As of June 30, 2011, the Company had outstanding mortgage debt of approximately $4.4 billion.
During the six months ended June 30, 2011, the Company:
Repaid $640.8 million of mortgage loans;

Obtained $135.2 million of new mortgage loan proceeds; and

Assumed $99.1 million of mortgage debt on three acquired properties.
The Company recorded approximately $2.1 million of write-offs of unamortized deferred financing costs during
the six months ended June 30, 2011 as additional interest expense related to debt extinguishment of mortgages.
As of June 30, 2011, the Company had $446.5 million of secured debt subject to third party credit enhancement.
As of June 30, 2011, scheduled maturities for the Company s outstanding mortgage indebtedness were at various
dates through September 1, 2048. At June 30, 2011, the interest rate range on the Company s mortgage debt was
0.09% to 11.25%. During the six months ended June 30, 2011, the weighted average interest rate on the Company s
mortgage debt was 4.81%.
9. Notes
EQR does not have any indebtedness as all debt is incurred by the Operating Partnership; however, EQR does
guarantee the Operating Partnership s $500.0 million unsecured senior term loan.
As of June 30, 2011, the Company had outstanding unsecured notes of approximately $5.1 billion.
During the six months ended June 30, 2011, the Company:
Repaid $93.1 million of 6.95% unsecured notes at maturity and

Exercised the second of its two one-year extension options for its $500.0 million term loan facility and as a
result, the maturity date is now October 5, 2012.

As of June 30, 2011, scheduled maturities for the Company s outstanding notes were at various dates through 2026.
At June 30, 2011, the interest rate range on the Company s notes was 0.69% to 7.57%. During the six months ended
June 30, 2011, the weighted average interest rate on the Company s notes was 5.17%.

10. Lines of Credit

EQR does not have any indebtedness as all debt is incurred by the Operating Partnership; however, EQR does
guarantee the Operating Partnership s revolving credit facility up to the maximum amount and for the full term of the
facility.

As of June 30, 2011, the Company had a $1.425 billion (net of $75.0 million which had been committed by a now
bankrupt financial institution and is not available for borrowing) unsecured revolving credit facility maturing on
February 28, 2012. Advances under the credit facility bore interest at variable rates based upon LIBOR at various
interest periods plus a spread (0.50%) dependent upon the Operating Partnership s credit rating or based on bids
received from the lending group.

As of June 30, 2011, the amount available on the credit facility was $1.34 billion (net of $81.9 million which was
restricted/dedicated to support letters of credit and net of the $75.0 million discussed above). The Company did not
draw and had no balance outstanding on its revolving credit facility at any time during the six months ended June 30,
2011. See Note 16 for further discussion on the Company s new unsecured revolving credit facility.

11. Derivative and Other Fair Value Instruments

The valuation of financial instruments requires the Company to make estimates and judgments that affect the fair
value of the instruments. The Company, where possible, bases the fair values of its financial instruments, including its
derivative instruments, on listed market prices and third party quotes. Where these are not available, the Company
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bases its estimates on current instruments with similar terms and maturities or on other factors relevant to the financial
instruments.

The carrying values of the Company s mortgage notes payable and unsecured notes were approximately $4.4 billion
and $5.1 billion, respectively, at June 30, 2011. The fair values of the Company s mortgage notes payable and
unsecured notes were approximately $4.4 billion and $5.4 billion, respectively, at June 30, 2011. The fair values of the
Company s financial instruments (other than mortgage notes payable, unsecured notes, derivative instruments and
investment securities) including cash and cash equivalents and other financial instruments, approximate their carrying
or contract values.

In the normal course of business, the Company is exposed to the effect of interest rate changes. The Company
seeks to manage these risks by following established risk management policies and procedures including the use of
derivatives to hedge interest rate risk on debt instruments.

The following table summarizes the Company s consolidated derivative instruments at June 30, 2011 (dollar
amounts are in thousands):

Forward
Fair Value Starting
Hedges (1) Swaps (2)
Current Notional Balance $ 315,693 $ 950,000
Lowest Possible Notional $ 315,693 $ 950,000
Highest Possible Notional $ 317,694 $ 950,000
Lowest Interest Rate 2.009% 3.478%
Highest Interest Rate 4.800% 4.695%
Earliest Maturity Date 2012 2021
Latest Maturity Date 2013 2023

(1) Fair Value Hedges

(2) Forward Starting Swaps

Converts outstanding fixed rate debt to a floating interest rate.

Designed to partially fix the interest rate in advance of a planned future debt issuance.

These swaps have mandatory counterparty terminations from 2012 through 2014, and $750.0 million and
$200.0 million are targeted to 2012 and 2013 issuances, respectively.

The following tables provide the location of the Company s derivative instruments within the accompanying
Consolidated Balance Sheets and their fair market values as of June 30, 2011 and December 31, 2010, respectively

(amounts in thousands):

June 30, 2011
Derivatives designated as hedging instruments:

Interest Rate Contracts:
Fair Value Hedges
Forward Starting Swaps

Total

Table of Contents

Asset Derivatives
Balance
Sheet
Location Fair Value

Other
assets $ 11,794
Other
assets 2,029

$ 13,823

Asset Derivatives

Liability Derivatives
Balance
Sheet
Location Fair Value

Other
liabilities $
Other
liabilities 65,519

$ 65519

Liability Derivatives

54



Edgar Filing: EQUITY RESIDENTIAL - Form 10-Q

Balance
Sheet
December 31, 2010 Location
Derivatives designated as hedging instruments:
Interest Rate Contracts:
Other
Fair Value Hedges assets
Other
Forward Starting Swaps assets
Other
Development Cash Flow Hedges assets

Total

Fair Value
$ 12,521

3,276
$ 15,797

Balance
Sheet
Location

Other
liabilities
Other
liabilities
Other
liabilities

Fair Value
$

37,756

1,322

$ 39,078

The following tables provide a summary of the effect of fair value hedges on the Company s accompanying
Consolidated Statements of Operations for the six months ended June 30, 2011 and 2010, respectively (amounts in

thousands):
30
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June 30, 2011
Type of Fair Value Hedge
Derivatives designated as hedging
instruments:
Interest Rate Contracts:

Interest Rate Swaps

Total

June 30, 2011
Type of Fair Value Hedge
Derivatives designated as hedging
instruments:
Interest Rate Contracts:

Interest Rate Swaps

Total

Location
of Amount of Income
Gain/(Loss) Gain/(Loss) Statement
Recognized Location
in Recognized in of
Income Income Hedged
on Hedged Item
Derivative on Derivative Item Gain/(Loss)
Interest Fixed Interest
expense $ (727)  rate debt expense
$ (727)
Location
of Amount of Income
Gain/(Loss) Gain/(Loss) Statement
Recognized Location
in Recognized in of
Income Income Hedged
on Hedged Item
Derivative on Derivative Item Gain/(Loss)
Interest Fixed Interest
expense $ 7,009  rate debt expense
$ 7,009

Amount of
Gain/(Loss)

Recognized in
Income

on Hedged
Item

$ 727

$ 727

Amount of
Gain/(Loss)

Recognized in
Income

on Hedged
Item

$ (7,009)

$ (7,009)

The following tables provide a summary of the effect of cash flow hedges on the Company s accompanying
Consolidated Statements of Operations for the six months ended June 30, 2011 and 2010, respectively (amounts in

thousands):

June 30, 2011
Type of Cash Flow Hedge

Table of Contents

Effective Portion

Location
of Amount of
Amount Location
of Gain/(Loss) Gain/(Loss) of
Reclassified Reclassified
Gain/(Loss) from from Gain/(Loss)
Recognized
Recognized Accumulated  Accumulated in
in OCI OCI OCI Income

into Income

Ineffective Portion

Amount of

Gain/(Loss)

Reclassified
from

Accumulated

OClI
into Income
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Derivatives designated as hedging
instruments:

Interest Rate Contracts:

Forward Starting Swaps/Treasury
Locks

Development Interest Rate
Swaps/Caps

Total

June 30, 2010

Type of Cash Flow Hedge
Derivatives designated as hedging
instruments:

Interest Rate Contracts:

Forward Starting Swaps/Treasury
Locks

Development Interest Rate
Swaps/Caps

Total

on into on
Derivative Income Derivative
Interest Interest
$(26,441) expense $ (1,891)  expense $ (2,569)
Interest
1,322 expense N/A
$(25,119) $ (1,891) $ (2,569)

Effective Portion Ineffective Portion

Location
of Amount of
Amount Location Amount of
of Gain/(Loss) Gain/(Loss) of Gain/(Loss)
Reclassified Reclassified Reclassified
Gain/(Loss) from from Gain/(Loss) from
Recognized
Recognized Accumulated Accumulated in Accumulated
in OCI OCI OCI Income OCI
on into on
Derivative Income into Income  Derivative into Income
Interest
$(86,530) expense $ (1,465) N/A $
Interest
784 expense N/A
$(85,746) $ (1,465) $

As of June 30, 2011 and December 31, 2010, there were approximately $81.6 million and $58.3 million in deferred
losses, net, included in accumulated other comprehensive (loss), respectively, related to derivative instruments. Based
on the estimated fair values of the net derivative instruments at June 30, 2011, the Company may recognize an
estimated $4.3 million of accumulated other comprehensive (loss) as additional interest expense during the twelve

months ending June 30, 2012.

In June 2011, the Company s remaining development cash flow hedge matured.
The following table sets forth the maturity, amortized cost, gross unrealized gains and losses, book/fair value and
interest and other income of the various investment securities held as of June 30, 2011 (amounts in thousands):

Security

Table of Contents

Other Assets
Interest
Amortized Unrealized Unrealized Book/ and
Fair Other
Maturity Cost Gains Losses Value Income
$ 675 $ 1,012 $ $ 1,687 $
57



Available-for-Sale
Investment Securities

Total
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$ 675 $ 1,012 $

31

$

1,687

$
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A three-level valuation hierarchy exists for disclosure of fair value measurements. The valuation hierarchy is based
upon the transparency of inputs to the valuation of an asset or liability as of the measurement date. A financial
instrument s categorization within the valuation hierarchy is based upon the lowest level of input that is significant to
the fair value measurement. The three levels are defined as follows:

Level 1
active markets.

Level 2

Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or liabilities in

Inputs to the valuation methodology include quoted prices for similar assets and liabilities in active

markets, and inputs that are observable for the asset or liability, either directly or indirectly, for substantially

the full term of the financial instrument.

Level 3

Inputs to the valuation methodology are unobservable and significant to the fair value measurement.

The following tables provide a summary of the fair value measurements at June 30, 2011 and December 31, 2010
for each major category of assets and liabilities measured at fair value on a recurring basis:

Description
Assets
Derivatives
Supplemental Executive Retirement Plan
Available-for-Sale Investment Securities

Total
Liabilities
Derivatives

Supplemental Executive Retirement Plan

Total

Redeemable Noncontrolling Interests
Operating Partnership/Redeemable Limited
Partners

Table of Contents

6/30/2011
$ 13,823
57,776
1,687

$ 73,286

$ 65,519
57,776

$ 123,295

$ 438,141

Fair Value Measurements at Reporting Date Using
Quoted

Prices in
Active
Markets Significant
for Other Significant
Identical Observable Unobservable
Assets/Liabilities Inputs Inputs
(Level 1) (Level 2) (Level 3)
$ $ 13,823 $
57,776
1,687
$ 59,463 $ 13,823 $
$ $ 65,519 $
57,776
$ 57,776 $ 65,519 $
$ $ 438,141 $

Fair Value Measurements at Reporting Date Using
Quoted

Prices in
Active
Markets Significant
for Other Significant
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Description
Assets
Derivatives
Supplemental Executive Retirement Plan
Available-for-Sale Investment Securities

Total
Liabilities
Derivatives

Supplemental Executive Retirement Plan
Total
Redeemable Noncontrolling Interests

Operating Partnership/Redeemable Limited
Partners

12/31/2010
$ 15,797
58,132
1,194

$ 75,123

$ 39,078
58,132

$ 97,210

$ 383,540
32

Identical
Assets/Liabilities
(Level 1)

$
58,132
1,194

$ 59,326

$
58,132

$ 58,132

$

Observable
Inputs
(Level 2)

15,797

15,797

39,078

39,078

383,540

Unobservable
Inputs
(Level 3)
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The Company s derivative positions are valued using models developed by the respective counterparty as well as
models developed internally by the Company that use as their basis readily observable market parameters (such as
forward yield curves and credit default swap data). Employee holdings other than Common Shares within the
supplemental executive retirement plan (the SERP ) are valued using quoted market prices for identical assets and are
included in other assets and other liabilities on the consolidated balance sheet. The Company s investment securities
are valued using quoted market prices or readily available market interest rate data. Redeemable Noncontrolling

Interests
Shares.
12. Earnings Per Share and Earnings Per Unit
Equity Residential

The following tables set forth the computation of net income per share

the Company (amounts in thousands except per share amounts):

Numerator for net income per share basic:
Income (loss) from continuing operations
Allocation to Noncontrolling Interests  Operating
Partnership, net

Net (income) loss attributable to Noncontrolling
Interests  Partially Owned Properties

Preferred distributions

Income (loss) from continuing operations available
to Common Shares, net of Noncontrolling Interests
Discontinued operations, net of Noncontrolling
Interests

Numerator for net income per share basic

Numerator for net income per share
Income from continuing operations
Net (income) attributable to Noncontrolling Interests
Partially Owned Properties

Preferred distributions

Income from continuing operations available to
Common Shares
Discontinued operations, net

Numerator for net income per share diluted (1)

Table of Contents

diluted (1):

Operating Partnership/Redeemable Limited Partners are valued using the quoted market price of Common

basic and net income per share diluted for

Six Months Ended June
2011 2010
$ 16,495 $ (29,153)
457) 1,725
(31 435
(6,933) (7,238)
9,074 (34,231)
667,248 92,437
$ 676,322 $ 58,206
$ 16,495
(3D
(6,933)
9,531
698,324
$ 707,855 $ 58,206

Quarter Ended June 30,
2011 2010
$ 21,195 $ (9,945)
(814) 628
(71) 185
(3,467) (3,618)
16,843 (12,750)
535,614 19,093
$552,457 $ 6,343
$ 21,195
(71)
(3,467)
17,657
560,558
$578,215 $ 6,343
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Denominator for net income per share basic and

diluted (1):

Denominator for net income per share  basic 293,784 281,435 294,663 282,217
Effect of dilutive securities:

OP Units 13,322 13,291

Long-term compensation shares/units 4,274 4,245

Denominator for net income per share diluted (1) 311,380 281,435 312,199 282,217
Net income per share  basic $ 2.30 $ 0.21 $ 1.88 $ 0.02
Net income per share diluted $ 2.27 $ 0.21 $ 185 $ 0.02

Net income per share basic:
Income (loss) from continuing operations available

to Common Shares, net of Noncontrolling Interests $ 0.031 $ (0.121) $ 0.057 $ (0.045)
Discontinued operations, net of Noncontrolling

Interests 2.271 0.328 1.818 0.067

Net income per share  basic $ 2302 $ 0.207 $ 1.875 $ 0.022

Net income per share diluted (1):
Income (loss) from continuing operations available

to Common Shares $ 0.031 $ (0.121) $ 0.057 $ (0.045)
Discontinued operations, net 2.242 0.328 1.795 0.067
Net income per share diluted $ 2273 $ 0.207 $ 1.852 $ 0.022

(1) Potential common shares issuable from the assumed conversion of OP Units and the exercise/vesting of
long-term compensation shares/units are automatically anti-dilutive and therefore excluded from the diluted
earnings per share calculation as the Company had a loss from continuing operations for the six months and
quarter ended June 30, 2010.

Convertible preferred shares/units that could be converted into 0 and 397,306 weighted average Common Shares for

the six months

33
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ended June 30, 2011 and 2010, respectively, and 0 and 397,004 weighted average Common Shares for the quarters
ended June 30, 2011 and 2010, respectively, were outstanding but were not included in the computation of diluted
earnings per share because the effects would be anti-dilutive. In addition, the effect of the Common Shares that could
ultimately be issued upon the conversion/exchange of the Company s $650.0 million ($482.5 million outstanding at
June 30, 2011) exchangeable senior notes was not included in the computation of diluted earnings per share because
the effects would be anti-dilutive.
ERP Operating Limited Partnership

The following tables set forth the computation of net income per Unit  basic and net income per Unit diluted for
the Operating Partnership (amounts in thousands except per Unit amounts):

Six Months Ended June
30, Quarter Ended June 30,
2011 2010 2011 2010
Numerator for net income per Unit basic and
diluted (1):
Income (loss) from continuing operations $ 16,495 $ (29,153) $ 21,195 $ (9,945)
Net (income) loss attributable to Noncontrolling
Interests  Partially Owned Properties 3D 435 (71) 185
Allocation to Preference Units (6,933) (7,238) (3,467) (3,618)
Income (loss) from continuing operations available
to Units 9,531 (35,956) 17,657 (13,378)
Discontinued operations, net 698,324 97,098 560,558 20,034
Numerator for net income per Unit  basic and diluted
(D $ 707,855 $ 61,142 $578,215 $ 6,656
Denominator for net income per Unit basic and
diluted (1):
Denominator for net income per Unit  basic 307,106 295,177 307,954 295,898
Effect of dilutive securities:
Dilution for Units issuable upon assumed
exercise/vesting of the Company s long-term
compensation shares/units 4,274 4,245
Denominator for net income per Unit  diluted (1) 311,380 295,177 312,199 295,898
Net income per Unit  basic $ 2.30 $ 0.21 $ 188 $ 0.02
Net income per Unit diluted $ 2.27 $ 0.21 $ 185 $ 0.02

Net income per Unit basic:
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Income (loss) from continuing operations available

to Units $ 0.031 $ (0.121) $ 0.057 $ (0.045)
Discontinued operations, net 2271 0.328 1.818 0.067
Net income per Unit  basic $ 2302 $ 0.207 $ 1.875 $ 0.022

Net income per Unit diluted (1):
Income (loss) from continuing operations available

to Units $ 0.031 $ (0.121) $ 0.057 $ (0.045)
Discontinued operations, net 2.242 0.328 1.795 0.067
Net income per Unit diluted $ 2273 $ 0.207 $ 1.852 $ 0.022

(1) Potential Units issuable from the assumed exercise/vesting of the Company s long-term compensation shares/units
are automatically anti-dilutive and therefore excluded from the diluted earnings per Unit calculation as the
Operating Partnership had a loss from continuing operations for the six months and quarter ended June 30, 2010.

Convertible preference interests/units that could be converted into 0 and 397,306 weighted average Common Shares

(which would be contributed to the Operating Partnership in exchange for OP Units) for the six months ended

June 30, 2011 and 2010, respectively, and 0 and 397,004 weighted average Common Shares (which would be

contributed to the Operating Partnership in exchange for OP Units) for the quarters ended June 30, 2011 and 2010,

respectively, were outstanding but were not included in the computation of diluted earnings per Unit because the

effects would be anti-dilutive. In addition, the effect of the Common Shares/OP Units that could ultimately be issued

upon the conversion/exchange of the Company s $650.0 million ($482.5 million outstanding at June 30, 2011)

exchangeable senior notes was not included in the computation of diluted earnings per Unit because the effects would

be anti-dilutive.

13. Discontinued Operations

The Company has presented separately as discontinued operations in all periods the results of operations for all
consolidated assets disposed of and all properties held for sale, if any.

The components of discontinued operations are outlined below and include the results of operations for the
respective periods that the Company owned such assets during the six months and quarters ended June 30, 2011 and
2010 (amounts in thousands).

34
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Six Months Ended June
30, Quarter Ended June 30,
2011 2010 2011 2010

REVENUES
Rental income $ 70,787 $ 126,365 $ 24,065 $64,577
Total revenues 70,787 126,365 24,065 64,577
EXPENSES (1)
Property and maintenance 40,690 51,349 17,950 26,071
Real estate taxes and insurance 3,859 10,149 989 4,943
Depreciation 9,749 24,712 2,480 12,245
General and administrative 47 19 36 14
Total expenses 54,345 86,229 21,455 43,273
Discontinued operating income 16,442 40,136 2,610 21,304
Interest and other income 97 632 92 626
Interest (2):
Expense incurred, net 204 (3,650) 77 (2,097)
Amortization of deferred financing costs (594) (221) (530) (19)
Income and other tax (expense) benefit (61) (52) (19) 3
Discontinued operations 16,088 36,845 2,076 19,817
Net gain on sales of discontinued operations 682,236 60,253 558,482 217
Discontinued operations, net $ 698,324 $ 97,098 $ 560,558 $20,034

(1) Includes expenses paid in the current period for properties sold or held for sale in prior periods related to the
Company s period of ownership.

(2) Includes only interest expense specific to secured mortgage notes payable for properties sold and/or held for
sale.

For the properties sold during the six months ended June 30, 2011, the investment in real estate, net of accumulated
depreciation, and the mortgage notes payable balances at December 31, 2010 were $488.9 million and $41.4 million,
respectively.

14. Commitments and Contingencies

The Company, as an owner of real estate, is subject to various Federal, state and local environmental laws.
Compliance by the Company with existing laws has not had a material adverse effect on the Company. However, the
Company cannot predict the impact of new or changed laws or regulations on its current properties or on properties
that it may acquire in the future.
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The Company is party to a housing discrimination lawsuit brought by a non-profit civil rights organization in
April 2006 in the U.S. District Court for the District of Maryland. The suit alleges that the Company designed and
built approximately 300 of its properties in violation of the accessibility requirements of the Fair Housing Act and
Americans With Disabilities Act. The suit seeks actual and punitive damages, injunctive relief (including modification
of non-compliant properties), costs and attorneys fees. The Company believes it has a number of viable defenses,
including that a majority of the named properties were completed before the operative dates of the statutes in question
and/or were not designed or built by the Company. Accordingly, the Company is defending the suit vigorously. Due to
the pendency of the Company s defenses and the uncertainty of many other critical factual and legal issues, it is not
possible to determine or predict the outcome of the suit or a possible loss or a range of loss, and no amounts have been
accrued at June 30, 2011. While no assurances can be given, the Company does not believe that the suit, if adversely
determined, would have a material adverse effect on the Company.

The Company does not believe there is any other litigation pending or threatened against it that, individually or in
the aggregate, may reasonably be expected to have a material adverse effect on the Company.

The Company has established a reserve and recorded a corresponding reduction to its net gain on sales of
discontinued operations related to potential liabilities associated with its condominium conversion activities. The
reserve
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covers potential product liability related to each conversion. The Company periodically assesses the adequacy of the
reserve and makes adjustments as necessary. During the six months ended June 30, 2011, the Company recorded
additional reserves of approximately $0.1 million, paid approximately $0.6 million in settlements and legal fees and
released approximately $0.3 million of remaining reserves for settled claims. As a result, the Company had total
reserves of approximately $2.5 million at June 30, 2011. While no assurances can be given, the Company does not
believe that the ultimate resolution of these potential liabilities, if adversely determined, would have a material
adverse effect on the Company.

As of June 30, 2011, the Company has four consolidated projects totaling 747 apartment units in various stages of
development with commitments to fund of approximately $133.5 million and estimated completion dates ranging
through September 30, 2013, as well as other completed development projects that are in various stages of lease up or
are stabilized. The projects under development are being developed solely by the Company, while the completed
development projects were either developed solely by the Company or co-developed with various third party
development partners. The development venture agreements with partners are primarily deal-specific, with differing
terms regarding profit-sharing, equity contributions, returns on investment, buy-sell agreements and other customary
provisions. The partner is most often the general or managing partner of the development venture. The typical buy-sell
arrangements contain appraisal rights and provisions that provide the right, but not the obligation, for the Company to
acquire the partner s interest in the project at fair market value upon the expiration of a negotiated time period
(typically two to five years after substantial completion of the project).

As of June 30, 2011, the Company has one unconsolidated project totaling 501 apartment units under development
with commitments to fund of approximately $2.4 million and an estimated completion date in the second quarter of
2013. The Company is the managing member of the joint venture, is responsible for constructing the project and has
given certain construction cost overrun guarantees. The buy-sell arrangements contain provisions that provide the
right, but not the obligation, for the Company to acquire the partner s interest or sell its interest at any time following
the occurrence of certain pre-defined events (including at stabilization) described in the development venture
agreement.

15. Reportable Segments

Operating segments are defined as components of an enterprise about which separate financial information is
available that is evaluated regularly by senior management. Senior management decides how resources are allocated
and assesses performance on a monthly basis.

The Company s primary business is the acquisition, development and management of multifamily residential
properties, which includes the generation of rental and other related income through the leasing of apartment units to
residents. Senior management evaluates the performance of each of our apartment communities individually and
geographically, and both on a same store and non-same store basis; however, each of our apartment communities
generally has similar economic characteristics, residents, products and services. The Company s operating segments
have been aggregated by geography in a manner identical to that which is provided to its chief operating decision
maker.

The Company s fee and asset management, development (including its partially owned properties) and
condominium conversion activities are immaterial and do not individually meet the threshold requirements of a
reportable segment and as such, have been aggregated in the Other segment in the tables presented below.

All revenues are from external customers and there is no customer who contributed 10% or more of the Company s
total revenues during the six months and quarters ended June 30, 2011 and 2010, respectively.

The primary financial measure for the Company s rental real estate segment is net operating income ( NOI ), which
represents rental income less: 1) property and maintenance expense; 2) real estate taxes and insurance expense; and 3)
property management expense (all as reflected in the accompanying consolidated statements of operations). The
Company believes that NOI is helpful to investors as a supplemental measure of its operating performance because it
is a direct measure of the actual operating results of the Company s apartment communities. Current year NOI is
compared to prior year NOI and current year budgeted NOI as a measure of financial performance. The following
tables present NOI for each segment from our rental real estate specific to continuing operations for the six months
and quarters ended June 30, 2011 and 2010, respectively, as well as total assets at June 30, 2011 (amounts in
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Six Months Ended June 30, 2011

Northeast Northwest Southeast Southwest Other (3) Total
Rental income:
Same store (1) $ 290,625 $ 169,611 $ 185,295 $ 213,357 $ $ 858,888
Non-same store/other
2)(3) 64,704 18,504 8,058 17,247 6,695 115,208
Total rental income 355,329 188,115 193,353 230,604 6,695 974,096
Operating expenses:
Same store (1) 107,507 60,614 74,328 72,723 315,172
Non-same store/other
2) (3 26,068 7,294 3,241 7,176 5,947 49,726
Total operating
expenses 133,575 67,908 77,569 79,899 5,947 364,898
NOI:
Same store (1) 183,118 108,997 110,967 140,634 543,716
Non-same store/other
2) (3 38,636 11,210 4,817 10,071 748 65,482
Total NOI $ 221,754 $ 120,207 $ 115,784 $ 150,705 $ 748 $ 609,198
Total assets $6,216,580 $2,664,432 $2,575,526 $3,229,298 $1,712,286 $16,398,122

(1) Same store primarily includes all properties acquired or completed and stabilized prior to January 1, 2010, less
properties subsequently sold, which represented 104,163 apartment units.

(2) Non-same store primarily includes properties acquired after January 1, 2010, plus any properties in lease-up and
not stabilized as of January 1, 2010.

(3) Other includes development, condominium conversion overhead of $0.2 million and other corporate operations.

Six Months Ended June 30, 2010

Northeast Northwest Southeast Southwest Other (3) Total

Rental income:
Same store (1) $275,609 $ 160,758 $ 178,368 $ 207,541 $ $822,276
Non-same store/other (2)
3) 36,915 5,008 4,273 3,313 (694) 48,815
Total rental income 312,524 165,766 182,641 210,854 (694) 871,091
Operating expenses:
Same store (1) 106,286 60,215 74,069 75,470 316,040

16,326 2,261 2,102 1,675 10,649 33,013
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Non-same store/other (2)

3)

Total operating expenses 122,612 62,476 76,171 77,145 10,649 349,053
NOI:

Same store (1) 169,323 100,543 104,299 132,071 506,236
Non-same store/other (2)

3) 20,589 2,747 2,171 1,638 (11,343) 15,802
Total NOI $189,912 $ 103,290 $ 106,470 $ 133,709 $ (11,343) $522,038

(1) Same store primarily includes all properties acquired or completed and stabilized prior to January 1, 2010, less
properties subsequently sold, which represented 104,163 apartment units.

(2) Non-same store primarily includes properties acquired after January 1, 2010, plus any properties in lease-up and

not stabilized as of January 1, 2010.

(3) Other includes development, condominium conversion overhead of $0.3 million and other corporate operations.
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Quarter Ended June 30, 2011

Other

Northeast Northwest Southeast Southwest 3)
Rental income:
Same store (1) $161,318 $ 87,338 $ 93,372 $ 108,394 $
Non-same store/other (2)
3) 20,581 8,323 4,099 8,909 3,777
Total rental income 181,899 95,661 97,471 117,303 3,777
Operating expenses:
Same store (1) 58,024 30,819 37,198 36,989
Non-same store/other (2)
3) 7,536 3,061 1,660 3,619 1,654
Total operating expenses 65,560 33,880 38,858 40,608 1,654
NOI:
Same store (1) 103,294 56,519 56,174 71,405
Non-same store/other (2)
3) 13,045 5,262 2,439 5,290 2,123
Total NOI $116,339 $ 61,781 $ 58,613 $ 76,695 $ 2,123

Total
$450,422
45,689

496,111

163,030
17,530

180,560

287,392
28,159

$315,551

(1) Same store primarily includes all properties acquired or completed and stabilized prior to April 1, 2010, less

properties subsequently sold, which represented 105,730 apartment units.

(2) Non-same store primarily includes properties acquired after April 1, 2010, plus any properties in lease-up and not

stabilized as of April 1, 2010.

(3) Other includes development, condominium conversion overhead of $0.1 million and other corporate operations.

Quarter Ended June 30, 2010
Northeast Northwest Southeast Southwest Other (3)
Rental income:

Same store (1) $ 152,989 $ 82,166 $ 89,389 $ 104,968 $
Non-same store/other (2)

3) 8,832 2,309 2,573 1,378 (271)
Total rental income 161,821 84,475 91,962 106,346 271)
Operating expenses:

Same store (1) 57,136 30,498 36,054 38,143

Non-same store/other (2)

3) 4,407 1,198 1,276 423 3,524
Total operating expenses 61,543 31,696 37,330 38,566 3,524
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Total
$429,512
14,821

444,333

161,831
10,828

172,659
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NOI:

Same store (1) 95,853 51,668 53,335 66,825 267,681
Non-same store/other (2)

3) 4,425 1,111 1,297 955 (3,795) 3,993
Total NOI $ 100,278 $ 52,779 $ 54,632 $ 67,780 $ (3,795 $271,674

(1) Same store primarily includes all properties acquired or completed and stabilized prior to April 1, 2010, less
properties subsequently sold, which represented 105,730 apartment units.

(2) Non-same store primarily includes properties acquired after April 1, 2010, plus any properties in lease-up and not
stabilized as of April 1, 2010.

(3) Other includes development, condominium conversion overhead of $0.1 million and other corporate operations.
Note: Markets included in the above geographic segments are as follows:
(a) Northeast New England (excluding Boston), Boston, New York Metro, DC Northern Virginia and Suburban
Maryland.
(b) Northwest  Denver, Portland, San Francisco Bay Area and Seattle/Tacoma.
(c) Southeast Atlanta, Jacksonville, Orlando, South Florida and Tampa.
(d) Southwest  Albuquerque, Inland Empire, Los Angeles, Orange County, Phoenix and San Diego.

The following table presents a reconciliation of NOI from our rental real estate specific to continuing operations
for the six months and quarters ended June 30, 2011 and 2010, respectively (amounts in thousands):
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Six Months Ended June 30, Quarter Ended June 30,
2011 2010 2011 2010
Rental income $ 974,096 $ 871,091 $ 496,111 $ 444,333
Property and maintenance expense (211,418) (202,801) (103,092) (100,045)
Real estate taxes and insurance expense (110,332) (105,496) (56,701) (52,350)
Property management expense (43,148) (40,756) (20,767) (20,264)
Total operating expenses (364,898) (349,053) (180,560) (172,659)
Net operating income $ 609,198 $ 522,038 $ 315,551 $ 271,674

16. Subsequent Events/Other
Subsequent Events
Subsequent to June 30, 2011, the Company:
Repaid $176.3 million in mortgage loans;

Called for redemption its 3.85% convertible unsecured debt with a final maturity of 2026;
Sold two properties containing 685 apartment units for $66.5 million; and

Replaced its then existing unsecured revolving credit facility with a new $1.25 billion unsecured revolving
credit facility maturing on July 13, 2014, subject to a one-year extension option exercisable by the Company.
The interest rate on advances under the new credit facility will generally be LIBOR plus a spread (currently
1.15%) and the Company pays an annual facility fee of 0.2%. Both the spread and the facility fee are
dependent on the credit rating of the Company s long-term debt. ERPOP entered into the new revolving credit
facility and EQR has guaranteed the revolving credit facility up to the maximum amount and for the full term
of the facility. There is approximately $1.17 billion available on the new unsecured revolving credit facility as
of July 28, 2011.

Other

During the six months ended June 30, 2011 and 2010, the Company incurred charges of $3.8 million and
$4.0 million, respectively, related to property acquisition costs, such as survey, title and legal fees, on the acquisition
of operating properties and $3.0 million and $2.0 million, respectively, related to the write-off of various pursuit and
out-of-pocket costs for terminated acquisition, disposition and development transactions. These costs, totaling
$6.8 million and $6.0 million, respectively, are included in other expenses in the accompanying consolidated
statements of operations.

During the six months ended June 30, 2010, the Company received $5.2 million for the settlement of
insurance/litigation claims, which are included in interest and other income in the accompanying consolidated
statements of operations.

During the six months ended June 30, 2011, the Company disposed of its corporate housing business for a sales
price of approximately $4.0 million, of which the Company provided $2.0 million of seller financing to the buyer. The
Company recognized a net gain on the sale of approximately $1.0 million.

In 2010, a portion of the parking garage collapsed at one of the Company s rental properties (Prospect Towers in
Hackensack, New Jersey). The Company estimates that the costs related to such collapse (both expensed and
capitalized), including providing for residents interim needs, lost revenue and garage reconstruction, will be
approximately $14.0 million, after insurance reimbursements of $8.0 million. Costs to rebuild the garage are
capitalized as incurred. Other costs, like those to accommodate displaced residents, lost revenue due to a portion of the
project being temporarily unavailable for occupancy and legal costs, reduce earnings as they are incurred. Generally,
insurance proceeds are recorded as increases to earnings as they are received. During the six months ended June 30,
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2011, the Company received approximately $1.6 million in insurance proceeds which offset expenses of $1.3 million
that were recorded relating to this loss and are included in real estate taxes and insurance on the consolidated
statements of operations.

39

Table of Contents 74



Edgar Filing: EQUITY RESIDENTIAL - Form 10-Q

Table of Contents

Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations
For further information including definitions for capitalized terms not defined herein, refer to the consolidated
financial statements and footnotes thereto included in each of the Company s and the Operating Partnership s Annual
Reports on Form 10-K for the year ended December 31, 2010.
Forward-Looking Statements
Forward-looking statements in this report are intended to be made pursuant to the safe harbor provisions of the
Private Securities Litigation Reform Act of 1995. These statements are based on current expectations, estimates,
projections and assumptions made by management. While the Company s management believes the assumptions
underlying its forward-looking statements are reasonable, such information is inherently subject to uncertainties and
may involve certain risks, which could cause actual results, performance or achievements of the Company to differ
materially from anticipated future results, performance or achievements expressed or implied by such forward-looking
statements. Many of these uncertainties and risks are difficult to predict and beyond management s control.
Forward-looking statements are not guarantees of future performance, results or events. The forward-looking
statements contained herein are made as of the date hereof and the Company undertakes no obligation to update or
supplement these forward-looking statements. Factors that might cause such differences include, but are not limited to
the following:
We intend to actively acquire and/or develop multifamily properties for rental operations as market
conditions dictate. We may also acquire multifamily properties that are unoccupied or in the early stages of
lease up. We may be unable to lease apartment properties on schedule, resulting in decreases in expected
rental revenues and/or lower yields due to lower occupancy and rates as well as higher than expected
concessions. We may underestimate the costs necessary to bring an acquired property up to standards
established for its intended market position or to complete a development property. Additionally, we expect
that other real estate investors with capital will compete with us for attractive investment opportunities or
may also develop properties in markets where we focus our development and acquisition efforts. This
competition (or lack thereof) may increase (or depress) prices for multifamily properties. We may not be in
a position or have the opportunity in the future to make suitable property acquisitions on favorable terms.
The total number of apartment units under development, costs of development and estimated completion
dates are subject to uncertainties arising from changing economic conditions (such as the cost of labor and
construction materials), competition and local government regulation;

Debt financing and other capital required by the Company may not be available or may only be available
on adverse terms;

Labor and materials required for maintenance, repair, capital expenditure or development may be more
expensive than anticipated;

Occupancy levels and market rents may be adversely affected by national and local economic and market
conditions including slow or negative employment growth and household formation as well as the potential
for geopolitical instability, all of which are beyond the Company s control;

Our residents may choose to leave our properties or not rent at all because owned housing has become a
more attractive option for them due to, among other things, the availability of low interest mortgages,
government programs and changes in social preferences; and

Additional factors as discussed in Part I of both the Company s and the Operating Partnership s Annual
Reports on Form 10-K, particularly those under Item 1A. Risk Factors .
Forward-looking statements and related uncertainties are also included in the Notes to Consolidated Financial
Statements in this report.
Overview
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Equity Residential ( EQR ), a Maryland real estate investment trust ( REIT ) formed in March 1993, is an S&P 500
company focused on the acquisition, development and management of high quality apartment properties in top United
States growth markets. ERP Operating Limited Partnership ( ERPOP ), an Illinois limited partnership, was formed in
May 1993 to conduct the multifamily residential property business of Equity Residential. EQR has elected to be taxed
as a REIT. References to the Company, we, us or our mean collectively EQR, ERPOP and those entities/subsidiarit
owned or controlled by EQR and/or ERPOP. References to the Operating Partnership mean collectively ERPOP and
those entities/subsidiaries owned or controlled by ERPOP.

EQR is the general partner of, and as of June 30, 2011 owned an approximate 95.6% ownership interest in
ERPOP. All of the Company s property ownership, development and related business operations are conducted
through the Operating
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Partnership and EQR has no material assets or liabilities other than its investment in ERPOP. EQR issues public
equity from time to time but does not have any indebtedness as all debt is incurred by the Operating Partnership. The
Operating Partnership holds substantially all of the assets of the Company, including the Company s ownership
interests in its joint ventures. The Operating Partnership conducts the operations of the business and is structured as a
partnership with no publicly traded equity.

The Company s corporate headquarters are located in Chicago, Illinois and the Company also operates property
management offices in each of its markets. As of June 30, 2011, the Company had approximately 3,800 employees
who provided real estate operations, leasing, legal, financial, accounting, acquisition, disposition, development and
other support functions.

Business Objectives and Operating Strategies

The Company invests in apartment communities located in strategically targeted markets with the goal of
maximizing our risk adjusted total return (operating income plus capital appreciation) on invested capital.

Our operating focus is on balancing occupancy and rental rates to maximize our revenue while exercising tight
cost control to generate the highest possible return to our shareholders. Revenue is maximized by attracting qualified
prospects to our properties, cost-effectively converting these prospects into new residents at the highest rent possible,
keeping our residents satisfied and renewing their leases at yet higher rents. While we believe that it is our
high-quality, well-located assets that bring our customers to us, it is the customer service provided by our on-site
personnel that keeps them renting with us and recommending us to their friends.

We use technology to engage our customers in the way that they want to be engaged. Many of our residents
utilize our web-based resident portal which allows them to sign their lease, review their account and make payments,
provide feedback and make service requests on-line.

We seek to maximize capital appreciation of our properties by investing in markets that are characterized by
conditions favorable to multifamily property appreciation. These markets generally feature one or more of the
following:

High barriers to entry where, because of land scarcity or government regulation, it is difficult or costly to build
new apartment properties, creating limits on new supply;

High single family home prices making our apartments a more economical housing choice;

Strong economic growth leading to household formation and job growth, which in turn leads to high demand
for our apartments; and

An attractive quality of life leading to high demand and retention that allows us to more aggressively increase
rents.

Acquisitions and developments may be financed from various sources of capital, which may include retained
cash flow, issuance of additional equity and debt, sales of properties and joint venture agreements. In addition, the
Company may acquire properties in transactions that include the issuance of limited partnership interests in the
Operating Partnership ( OP Units ) as consideration for the acquired properties. Such transactions may, in certain
circumstances, enable the sellers to defer, in whole or in part, the recognition of taxable income or gain that might
otherwise result from the sales. The Company may acquire land parcels to hold and/or sell based on market
opportunities. The Company may also seek to acquire properties by purchasing defaulted or distressed debt that
encumbers desirable properties in the hope of obtaining title to property through foreclosure or deed-in-lieu of
foreclosure proceedings. The Company has also, in the past, converted some of its properties and sold them as
condominiums but is not currently active in this line of business.

The Company primarily sources the funds for new property acquisitions in its core markets with the proceeds
from selling assets that are older or located in non-core markets. Since 2005, the Company has sold over 121,000
apartment units for an aggregate sales price of approximately $9.7 billion, acquired over 38,000 apartment units in its
core markets for approximately $8.5 billion and began approximately $2.2 billion of development projects. We are
currently seeking to acquire and develop assets primarily in th