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The number of Common Shares of Beneficial Interest, $0.01 par value, outstanding on March 31, 2006 was 291,244,226.
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EQUITY RESIDENTIAL
CONSOLIDATED BALANCE SHEETS

(Amounts in thousands except for share amounts)
(Unaudited)

ASSETS

Investment in real estate

Land

Depreciable property

Construction in progress (including land)
Investment in real estate

Accumulated depreciation

Investment in real estate, net

Cash and cash equivalents
Investments in unconsolidated entities
Rents receivable

Deposits  restricted

Escrow deposits mortgage
Deferred financing costs, net
Goodwill, net

Other assets

Total assets

LIABILITIES AND SHAREHOLDERS EQUITY
Liabilities:

Mortgage notes payable

Notes, net

Lines of credit

Accounts payable and accrued expenses
Accrued interest payable

Rents received in advance and other liabilities
Security deposits

Distributions payable

Total liabilities

Commitments and contingencies
Minority Interests:

Operating Partnership
Preference Interests

Junior Preference Units
Partially Owned Properties
Total Minority Interests

Shareholders equity:

Preferred Shares of beneficial interest, $0.01 par value; 100,000,000 shares authorized; 3,284,250
shares issued and outstanding as of March 31, 2006 and 3,323,830 shares issued and outstanding

as of December 31, 2005
Common Shares of beneficial interest, $0.01 par value; 1,000,000,000 shares authorized;

291,244,226 shares issued and outstanding as of March 31, 2006 and 289,536,344 shares issued

and outstanding as of December 31, 2005

Paid in capital

Distributions in excess of accumulated earnings
Accumulated other comprehensive loss

Total shareholders equity

Total liabilities and shareholders equity

March 31,
2006

$ 2,980,663
13,339,890
336,822
16,657,375
(2,908,508
13,748,867

86,777

4,891

1,364

125,662

32,234

42,575

30,000

108,537

$ 14,180,907

$ 3,455,316
3,839,475
145,000

105,108

70,016

306,209

56,716

145,116
8,122,956

358,626
25,000
184
19,034
402,844

503,106

2912
5,272,754
(111,305

(12,360
5,655,107

$ 14,180,907

December 31,
2005

$ 2,848,601
13,336,636
405,133
16,590,370
(2,888,140
13,702,230

88,828

6,838

789

77,093

35,225

40,636

30,000

117,306

$ 14,098,945

$ 3,379,289
3,442,784
769,000

108,855

78,441

302,418

54,823

145,812
8,281,422

345,034
60,000
184
16,965
422,183

504,096

2,895

5,253,188
(350,367

(14,472
5,395,340

$ 14,098,945
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See accompanying notes
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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
Interest:

Expense incurred, net
Amortization of deferred financing costs

Income before allocation to Minority Interests, loss from investments in unconsolidated
entities, net gain on sales of unconsolidated entities and land parcels and discontinued

operations

Allocation to Minority Interests:

Operating Partnership, net

Preference Interests

Junior Preference Units

Partially Owned Properties

Premium on redemption of Preference Interests

Loss from investments in unconsolidated entities

Net gain on sales of unconsolidated entities

Net gain on sales of land parcels

Income from continuing operations, net of minority interests
Gain on sales of discontinued operations, net of minority interests
Discontinued operations, net of minority interests

Net income

Preferred distributions

Net income available to Common Shares

Earnings per share basic:

Income from continuing operations available to Common Shares
Net income available to Common Shares

Weighted average Common Shares outstanding

Earnings per share diluted:
Income from continuing operations available to Common Shares
Net income available to Common Shares

(Unaudited)

Quarter Ended March 31,

2006

$ 518,492
2,487

520,979

140,030
53,070
26,384
2,069
143,590

378,960
142,019
2,328

(110,292
(2,790

31,265

(1,201
(1,095
“
(1,521
(674
(230
329

26,869

347,953

2,993

371,815
(10,095

$ 367,720

$ 0.06
$ 1.27
288,880

$ 0.06
$ 1.25

13,817

2005

$ 441,392
2,572

443,964

119,464
47,933
22,943
2,187
115,231
18,070

325,828
118,136
59,454

(89,522
(1,676

86,392

(5,426
(3,884
4

1,477
(1,728
(58

124
10,368
87,261
131,136
8,642
227,039
(13,025
$ 214,014

$ 0.26
$ 0.75
284,511

$ 0.26
$ 0.74
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Weighted average Common Shares outstanding 314,049 308,576

Distributions declared per Common Share outstanding $ 0.4425 $ 0.4325

See accompanying notes
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EQUITY RESIDENTIAL
CONSOLIDATED STATEMENTS OF OPERATIONS (Continued)

(Amounts in thousands except per share data)

(Unaudited)

Quarter Ended March 31,

2006 2005
Comprehensive income:
Net income $ 377,815 $ 227,039
Other comprehensive income  derivative and other instruments:
Unrealized holding gains arising during the period 1,523 3,168
Losses reclassified into earnings from other comprehensive income 589 582
Comprehensive income $ 379,927 $ 230,789

See accompanying notes
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EQUITY RESIDENTIAL
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands)

(Unaudited)

Quarter Ended March 31,
2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 377815 $ 227,039
Adjustments to reconcile net income to net cash provided by operating activities:
Allocation to Minority Interests:

Operating Partnership 25,960 15,625
Preference Interests 1,095 3,884
Junior Preference Units 4 4
Partially Owned Properties 1,521 (1,477
Premium on redemption of Preference Interests 674 1,728
Depreciation 146,771 129,068
Amortization of deferred financing costs 2,790 1,812
Amortization of discounts and premiums on debt (1,894 ) (234
Amortization of deferred settlements on derivative instruments 244 236
(Income) from technology investments (57,054
Loss from investments in unconsolidated entities 230 58
Distributions from unconsolidated entities return on capital 68

Net (gain) on sales of unconsolidated entities (329 ) (124
Net (gain) on sales of land parcels (10,368
Net (gain) on sales of discontinued operations (372,501 ) (140,704
Loss on debt extinguishments 2,867 3,337
Compensation paid with Company Common Shares 6,294 9,935
Other operating activities, net 791

Changes in assets and liabilities:

(Increase) decrease in rents receivable (569 ) 1,334
(Increase) decrease in deposits restricted (2,303 ) 920
Decrease (increase) in other assets 3,233 (450
Increase in accounts payable and accrued expenses 4,627 5,973
(Decrease) in accrued interest payable (8,580 ) (6,863
(Decrease) in rents received in advance and other liabilities (29,290 ) (6,478
Increase (decrease) in security deposits 1,559 (290
Net cash provided by operating activities 161,077 176,911

CASH FLOWS FROM INVESTING ACTIVITIES:

Investment in real estate  acquisitions (444,901 ) (267,615
Investment in real estate  development/other (34,831 ) (51,106
Improvements to real estate (51,414 ) (38,274
Additions to non-real estate property (1,620 ) (1,488
Interest capitalized for real estate under development (4,016 ) 2,850
Proceeds from disposition of real estate, net 810,898 542,056
Proceeds from disposition of unconsolidated entities 333 124
Proceeds from technology investments 57,054
Investments in unconsolidated entities (1,010 ) (265
Distributions from unconsolidated entities return of capital 92 330
(Increase) in deposits on real estate acquisitions, net (46,090 ) (103,888
Decrease (increase) in mortgage deposits 3,391 (841
Consolidation of previously Unconsolidated Properties:

Via acquisition (net of cash acquired) (20

Via EITF 04-05 (cash consolidated) 1,436

— — — — —
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Acquisition of Minority Interests Partially Owned Properties (1 ) (1,122
Other investing activities, net 2
Net cash provided by investing activities 232,269 132,095

See accompanying notes
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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

Lump sum payoffs

Scheduled principal repayments

Prepayment premiums/fees

Notes, net:

Proceeds

Lines of credit:

Proceeds

Repayments

Proceeds from settlement of derivative instruments
Proceeds from sale of Common Shares

Proceeds from exercise of options

Common Shares repurchased and retired
Redemption of Preference Interests

Payment of offering costs

Contributions  Minority Interests Partially Owned Properties
Distributions:

Common Shares

Preferred Shares

Preference Interests

Junior Preference Units

Minority Interests Operating Partnership
Minority Interests  Partially Owned Properties

Net cash (used for) financing activities

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

See accompanying notes

Quarter Ended March 31,

2006 2005

$ (4,464 ) $ (178
168,787 24,715
(141,183 ) (127,177
(6,810 ) (7,078
(2,867 ) (3,337
398,052

1,884,500 416,000
(2,508,500 ) (403,000
10,729

3,308 4,462
22,155 10,352
(44,758 )

(25,500 ) (66,000
(16 ) (26

815 20
(127,911 ) (123,238
(11,150 ) (13,076
(1,133 ) (3,962
“4 ) ¢

(9,181 ) (8,878
(266 ) (1,038
(395,397 ) (301,443
(2,051 ) 7,563
88,828 83,505

$ 86,777 $ 91,068

)

— O~ — O — —
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EQUITY RESIDENTIAL
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)
(Amounts in thousands)

(Unaudited)

Quarter Ended March 31,

2006 2005
SUPPLEMENTAL INFORMATION:
Cash paid during the period for interest $ 124,870 $ 99,413
Cash paid during the period for income, franchise and excise taxes $ 899 $ 1,855
Real estate acquisitions/dispositions/other:
Mortgage loans assumed $ 50,604 $ 47,581
Valuation of OP Units issued $ 27,855 $ 18,166
Mortgage loans (assumed) by purchaser $ (14,205 ) $
Consolidation of previously Unconsolidated Properties  Via acquisition:
Investment in real estate $ $ (1,748
Mortgage loans assumed $ $ 1,084
Minority Interests  Partially Owned Properties $ $ 20
Investments in unconsolidated entities $ $ 595
Net other liabilities recorded $ $ 29
Consolidation of previously Unconsolidated Properties Via EITF 04-05:
Investment in real estate, net $ (24637 ) $
Mortgage loans consolidated $ 22,545 $
Investments in unconsolidated entities $ 2,602 $
Net other liabilities recorded $ 926 $

See accompanying notes
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EQUITY RESIDENTIAL
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Business

Equity Residential ( EQR ), a Maryland real estate investment trust ( REIT ) formed in March 1993, is a fully integrated real estate company
primarily engaged in the acquisition, development, ownership, management and operation of multifamily properties. In addition, EQR may
acquire or develop multifamily properties specifically to convert directly into condominiums as well as upgrade and sell existing properties as
individual condominiums. EQR may also acquire land parcels to hold and/or sell based on market opportunities. EQR has elected to be taxed as
a REIT.

EQR is the general partner of, and as of March 31, 2006 owned an approximate 93.5% ownership interest in, ERP Operating Limited

Partnership, an Illinois limited partnership (the Operating Partnership ). The Company is structured as an umbrella partnership REIT ( UPREIT ),
under which all property ownership and business operations are conducted through the Operating Partnership and its subsidiaries. References to

the Company include EQR, the Operating Partnership and each of the partnerships, limited liability companies and corporations controlled by

the Operating Partnership and/or EQR.

As of March 31, 2006, the Company, directly or indirectly through investments in title holding entities, owned all or a portion of 911 properties
in 31 states and the District of Columbia consisting of 192,240 units (table does not include various uncompleted development properties). The
ownership breakdown includes:

Properties  Units

Wholly Owned Properties 820 170,356
Partially Owned Properties:
Consolidated 45 7,366
Unconsolidated 45 10,846
Military Housing (Fee Managed) 1 3,672
911 192,240
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. 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 quarter ended March 31, 2006 are not
necessarily indicative of the results that may be expected for the year ending December 31, 2006.

The balance sheet at December 31, 2005 has 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 United States for complete financial statements.

For further information, including definition of capitalized terms not defined herein, refer to the consolidated financial statements and footnotes
thereto included in the Company s annual report on Form 10-K for the year ended December 31, 2005.

12
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Other

The Company adopted SFAS No. 123(R), Share-Based Payment, as required effective January 1, 2006. SFAS No. 123(R) requires all
companies to expense stock-based compensation (such as stock options), as well as making other revisions to SFAS No. 123. As the Company
began expensing all stock-based compensation effective January 1, 2003, the adoption of SFAS No. 123(R) did not have a material effect on its
consolidated statements of operations or financial position.

The Company adopted the disclosure provisions of SFAS No. 150 and FSP No. FAS 150-3, Accounting for Certain Financial Instruments with
Characteristics of both Liabilities and Equity, effective December 31, 2003. SFAS No. 150 and FSP No. FAS 150-3 require the Company to
make certain disclosures regarding noncontrolling interests that are classified as equity in the financial statements of a subsidiary but would be
classified as a liability in the parent s financial statements under SFAS No. 150 (e.g., minority interests in consolidated limited-life subsidiaries).
The Company is presently the controlling partner in various consolidated partnerships consisting of 45 properties and 7,366 units and various
uncompleted development properties having a minority interest book value of $19.0 million at March 31, 2006. Some of these partnerships
contain provisions that require the partnerships to be liquidated through the sale of its 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 proceeds
of liquidation to the Minority Interests in these Partially Owned Properties only to the extent that the net proceeds received by the partnerships
from the sale of its assets warrant a distribution based on the partnership agreements. As of March 31, 2006, the Company estimates the value of
Minority Interest distributions would have been approximately $87.1 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 March 31, 2006 had those 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 Minority 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
Minority Interests in Partially Owned Properties.

In June 2005, the FASB ratified the consensus in EITF Issue No. 04-05, Determining Whether a General Partner, or the General Partners as a
Group, Controls a Limited Partnership or Similar Entity When the Limited Partners Have Certain Rights (' Issue 04-05 ), which provides
guidance in determining whether a general partner controls a limited partnership. Issue 04-05 states that the general partner in a limited
partnership is presumed to control that limited partnership. The presumption may be overcome if the limited partners have either (1) the
substantive ability to dissolve the limited partnership or otherwise remove the general partner without cause or (2) substantive participating
rights, which provide the limited partners with the ability to effectively participate in significant decisions that would be expected to be made in
the ordinary course of the limited partnership s business and thereby preclude the general partner from exercising unilateral control over the
partnership. The adoption of Issue 04-05 by the Company was required for new or modified limited partnership arrangements effective June 30,
2005 and existing limited partnership arrangements effective January 1, 2006. Effective January 1, 2006, the Company consolidated its Lexford
syndicated portfolio consisting of 20 separate partnerships (10 properties) containing 1,272 units. The adoption did not have a material effect on
the results of operations or financial position. See Note 4 for further discussion of the adoption of EITF Issue No. 04-05.

3. Shareholders Equity and Minority Interests

The following tables present the changes in the Company s issued and outstanding Common Shares and OP Units for the quarter ended
March 31, 2006:

9
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2006
Common Shares outstanding at January 1, 289,536,344
Common Shares Issued:
Conversion of Series E Preferred Shares 41,816
Conversion of Series H Preferred Shares 2,895
Conversion of Series H Preference Interests 287,052
Employee Share Purchase Plan 93,375
Exercise of options 836,499
Restricted share grants, net 653,072
Conversion of OP Units 812,973
Common Shares Other:
Repurchased and retired (1,019,800 )
Common Shares outstanding at March 31, 291,244,226
2006

OP Units outstanding at January 1, 20,424,245

OP Units Issued:

Acquisitions 661,962

Conversion of OP Units to Common Shares (812,973 )

OP Units Outstanding at March 31, 20,273,234

Total Common Shares and OP Units Outstanding at March 31, 311,517,460

OP Units Ownership Interest in Operating Partnership 6.5 %

OP Units Issued:

Acquisitions  per unit $ 42.08

Acquisitions  valuation $ 27.9 million

During the quarter ended March 31, 2006, the Company repurchased 1,019,800 of its Common Shares on the open market at an
average price of $43.89 per share. The Company paid approximately $44.8 million for these shares, which were retired subsequent to
the repurchase.

The equity positions of various individuals and entities that contributed their properties to the Operating Partnership in exchange for
OP Units are collectively referred to as the Minority Interests Operating Partnership . Subject to certain restrictions, the Minority
Interests  Operating Partnership may exchange their OP Units for EQR Common Shares on a one-for-one basis.

Net proceeds from the Company s Common Share and Preferred Share (see definition below) offerings are contributed by the Company
to the Operating Partnership. In return for those contributions, EQR receives a number of OP Units in the Operating Partnership 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 the Operating Partnership 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 Minority Interests Operating Partnership to account for the change in their respective percentage ownership of the underlying
equity of the Operating Partnership.

The Company s declaration of trust authorizes the Company 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.

10
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The following table presents the Company s issued and outstanding Preferred Shares as of March 31, 2006 and December 31, 2005:

Annual Amounts in thousands
Redemption Conversion Dividend per March December
Date (1) (2)  Rate (2) Share (3) 31, 2006 31, 2005
Preferred Shares of beneficial interest, $0.01 par value;
100,000,000 shares authorized:

9 1/8% Series C Cumulative Redeemable Preferred;

liquidation value $250 per share; 460,000 shares issued

and outstanding at March 31, 2006 and December 31,

2005 (4) 9/9/06 N/A $ 2238125 $ 115,000 $ 115,000

8.60% Series D Cumulative Redeemable Preferred;

liquidation value $250 per share; 700,000 shares issued

and outstanding at March 31, 2006 and December 31,

2005 (4) 7/15/07 N/A $ 2150 175,000 175,000

7.00% Series E Cumulative Convertible Preferred;

liquidation value $25 per share; 491,516 and 529,096

shares issued and outstanding at March 31, 2006 and

December 31, 2005, respectively 11/1/98 1.1128 $ 1.75 12,288 13,228

7.00% Series H Cumulative Convertible Preferred;

liquidation value $25 per share; 32,734 and 34,734

shares issued and outstanding at March 31, 2006 and

December 31, 2005, respectively 6/30/98 1.4480 $ 1.75 818 868

8.29% Series K Cumulative Redeemable Preferred;

liquidation value $50 per share; 1,000,000 shares issued

and outstanding at March 31, 2006 and December 31,

2005 12/10/26 N/A $ 4145 50,000 50,000

6.48% Series N Cumulative Redeemable Preferred;
liquidation value $250 per share; 600,000 shares issued
and outstanding at March 31, 2006 and December 31,
2005 (4) 6/19/08 N/A $ 1620 150,000 150,000
$ 503,106 $ 504,096

(1) On or after the redemption date, redeemable preferred shares (Series C, D, 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.

) On or after the redemption date, convertible preferred shares (Series E & H) may be redeemed under certain
circumstances at the option of the Company for cash (in the case of Series E) or Common Shares (in the case of
Series H), in whole or in part, at various redemption prices per share based upon the contractual conversion rate, plus
accrued and unpaid distributions, if any.

3) Dividends on all series of Preferred Shares are payable quarterly at various pay dates. Dividends listed for

Series C, D and N are Preferred Share rates and the equivalent Depositary Share annual dividends are $2.28125, $2.15
and $1.62 per share, respectively.

16
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4) Series C, D and N Preferred Shares each have a corresponding depositary share that consists of ten times the
number of shares and one-tenth the liquidation value and dividend per share.

The following table presents the issued and outstanding Preference Interests as of March 31, 2006 and December 31, 2005:

11

17



Edgar Filing: EQUITY RESIDENTIAL - Form 10-Q

Annual Amounts in thousands
Redemption Conversion Dividend March December
Date (1) (2) Rate (2) per Unit (3) 31, 2006 31, 2005
Preference Interests:
7.875% Series G Cumulative Redeemable Preference
Units; liquidation value $50 per unit; 0 and 510,000 units
issued and outstanding at March 31, 2006 and
December 31, 2005, respectively 03/21/06 N/A 4 ) $ $ 25500
7.625% Series H Cumulative Convertible Redeemable
Preference Units; liquidation value $50 per unit; 0 and
190,000 units issued and outstanding at March 31, 2006
and December 31, 2005, respectively 03/23/06 1.5108 € ) 9,500
7.625% Series I Cumulative Convertible Redeemable
Preference Units; liquidation value $50 per unit; 270,000
units issued and outstanding at March 31, 2006 and
December 31, 2005 06/22/06 1.4542 $ 38125 13,500 13,500
7.625% Series J] Cumulative Convertible Redeemable
Preference Units; liquidation value $50 per unit; 230,000
units issued and outstanding at March 31, 2006 and
December 31, 2005 12/14/06 1.4108 $ 38125 11,500 11,500
$ 25,000 $ 60,000

(1) On or after the fifth anniversary of the respective issuance (the Redemption Date ), all of the Preference
Interests may be redeemed for cash at the option of the Company, in whole or in part, at any time or from time to time,
at a redemption price equal to the liquidation preference of $50.00 per unit plus the cumulative amount of accrued and
unpaid distributions, if any.

) On or after the tenth anniversary of the respective issuance (the Conversion Date ), all of the Preference
Interests are exchangeable at the option of the holder (in whole but not in part) on a one-for-one basis for a respective
reserved series of EQR Preferred Shares. In addition, on or after the Conversion Date, the convertible Preference
Interests (Series I & J) may be converted under certain circumstances at the option of the holder (in whole but not in
part) to Common Shares based upon the contractual conversion rate, plus accrued and unpaid distributions, if any.
Prior to the Conversion Date, the convertible Preference Interests (Series I & J) may be converted under certain
circumstances at the option of the holder (in whole but not in part) to Common Shares based upon the contractual
conversion rate, plus accrued and unpaid distributions, if any, if the issuer has called the series for redemption (the
Accelerated Conversion Right ).

3) Dividends on all series of Preference Interests are payable quarterly on March 25th, June 25, September 25th
and December 25t of each year.

4) On February 10, 2006, the Company issued an irrevocable notice to redeem for cash on March 21, 2006 all
510,000 units of its 7.875% Series G Preference Interests with a liquidation value of $25.5 million. The Company

recorded approximately $0.7 million as premiums on redemption of Preference Interests (Minority Interests) in the
accompanying consolidated statements of operations.

3) On February 10, 2006, the Company issued an irrevocable notice to redeem for cash on March 23, 2006 all
190,000 units of its 7.625% Series H Preference Interests with a liquidation value of $9.5 million. This notice
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triggered the holders Accelerated Conversion Right, which they exercised. As a result, effective March 23, 2006, the
190,000 units were converted to 287,052 Common Shares.

The following table presents the Operating Partnership s issued and outstanding Junior Convertible Preference Units (the Junior Preference
Units ) as of March 31, 2006 and December 31, 2005:

Amounts in thousands

Annual
Redemption Conversion Dividend March December
Date (2) Rate (2) per Unit (1) 31, 2006 31, 2005
Junior Preference Units:
Series B Junior Convertible Preference Units; liquidation
value $25 per unit; 7,367 units issued and outstanding at
March 31, 2006 and December 31, 2005 07/29/09 1.020408 $ 2.00 $ 184 $ 184

$ 184 $ 184

12
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(1) Dividends on the Junior Preference Units are payable quarterly at various pay dates.

) On or after the tenth anniversary of the issuance (the Redemption Date ), the Series B Junior Preference Units
may be converted into OP Units at the option of the Operating Partnership based on the contractual conversion rate.
Prior to the Redemption Date, the holders may elect to convert the Series B Junior Preference Units to OP Units under
certain circumstances based on the contractual conversion rate. The contractual rate is based upon a ratio dependent
upon the closing price of EQR s Common Shares.

4. Real Estate

During the quarter ended March 31, 2006, the Company acquired the entire equity interest in eleven properties containing 2,779
units and two land parcels from unaffiliated parties for a total purchase price of $520.8 million.

As previously noted, the Company adopted EITF Issue No. 04-05, as required for existing limited partnership arrangements, effective
January 1, 2006. The adoption required the consolidation of the Lexford syndicated portfolio consisting of 20 separate partnerships (10
properties) containing 1,272 units. The Company recorded $24.6 million in investment in real estate and the following:

. Consolidated $22.5 million in mortgage debt;

. Reduced investments in unconsolidated entities by $2.6 million;

. Consolidated $0.9 million of other liabilities net of other assets acquired; and
. Consolidated $1.4 million of cash.

During the quarter ended March 31, 2006, the Company disposed of the following to unaffiliated parties (sales price in thousands):

Properties Units Sales Price
Rental Properties 25 8,110 $ 799,881
Condominium Units 2 171 35,015

27 8,281 $ 834,896

The Company recognized a net gain on sales of discontinued operations of approximately $372.5 million (amount is net of $2.7 million of
income taxes incurred on condominium sales see additional discussion in Note 13) and a net gain on sales of unconsolidated entities of
$0.3 million on the above sales.

5. Commitments to Acquire/Dispose of Real Estate

As of May 3, 2006, in addition to the properties that were subsequently acquired as discussed in Note 16, the Company had entered into
separate agreements to acquire the following (purchase price in thousands):

Properties/ Purchase

Parcels Units Price
Operating Properties 6 1,233 $ 277,010
Land Parcels 4 103,465
Total 10 1,233 $ 380,475

As of May 3, 2006, in addition to the properties that were subsequently disposed of as discussed in Note 16, the Company had entered
into separate agreements (including option rights) to dispose of the following (sales price in thousands):

20
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Properties/
Parcels
Operating Properties 12
Development Properties 1
Land Parcels 1
Total 14

Units
2,329
278

2,607

Sales Price

$ 222,210
116,000
84,000

$ 422,210

The closings of these pending transactions are subject to certain contingencies and conditions; therefore, there can be no assurance that these
transactions will be consummated or that the final terms thereof 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 table summarizes the Company s investments in partially owned entities as of March 31,

2006 (amounts in thousands except for project and unit amounts):

Consolidated
FIN 46 /

Lexford Development Other
Total projects 18 6 2) 21
Total units 2,133 1,337 (2) 3,896
Company s ownership percentage  44.9 % 100.0 % 66.6
Company s share of outstanding debt
(1 $ 15,764 $ 229,317 $ 200,168
(1) All debt is non-recourse to the Company.
) Amounts exclude various uncompleted development projects.
7. Deposits Restricted

The following table presents the deposits

Tax-deferred (1031) exchange proceeds
Earnest money on pending acquisitions
Resident security, utility and other
Totals

14

%

restricted as of March 31, 2006 and December 31, 2005 (amounts in thousands):

Unconsolidated
Institutional
Total Joint Ventures
45 45
7,366 10,846
25.0
$ 445249 $ 121,200
March December
31, 2006 31, 2005
$ 58,247 $ 853
3,816 15,120
63,599 61,120
$ 125,662 $ 77,093

%
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8. Mortgage Notes Payable
As of March 31, 2006, the Company had outstanding mortgage indebtedness of approximately $3.5 billion.

During the quarter ended March 31, 2006, the Company:
. Repaid $148.0 million of mortgage loans;

. Assumed/consolidated $73.1 million of mortgage debt on certain properties in connection with their
acquisitions and/or consolidations;

. Obtained $168.8 million of new mortgage loans on certain properties; and

. Was released from $14.2 million of mortgage debt assumed by the purchaser on one disposed property.

As of March 31, 2006, scheduled maturities for the Company s outstanding mortgage indebtedness were at various dates through February 1,
2041. At March 31, 2006, the interest rate range on the Company s mortgage debt was 3.05% to 12.465%. During the quarter ended March 31,
2006, the weighted average interest rate on the Company s mortgage debt was 5.74%

9, Notes
As of March 31, 2006, the Company had outstanding unsecured notes of approximately $3.8 billion.

During the quarter ended March 31, 2006, the Company:

. Issued $400.0 million of ten and one-half year 5.375% fixed rate public notes, receiving net proceeds of
$395.5 million.

As of March 31, 2006, scheduled maturities for the Company s outstanding notes were at various dates through 2029. At March 31, 2006, the
interest rate range on the Company s notes was 4.75% to 7.625%. During the quarter ended March 31, 2006, the weighted average interest rate on
the Company s notes was 6.08%.

10. Lines of Credit

The Operating Partnership has an unsecured revolving credit facility with potential borrowings of up to $1.0 billion maturing on May 29, 2008.
The Operating Partnership has the ability to increase available borrowings up to $500.0 million under certain circumstances. Advances under the
credit facility bear interest at variable rates based upon LIBOR at various interest periods plus a spread dependent upon the Operating

Partnership s credit rating or based on bids received from the lending group. EQR has guaranteed the Operating Partnership s credit facility up to
the maximum amount and for the full term of the facility.

On August 30, 2005, the Operating Partnership obtained a new one-year $600.0 million unsecured revolving credit facility maturing on

August 29, 2006. Advances under this facility bore interest at variable rates based on LIBOR at various interest periods plus a spread dependent
upon the Operating Partnership s credit rating. EQR guaranteed this credit facility up to the maximum amount and for its full term. This credit
facility was repaid in full and terminated on January 20, 2006.

As of March 31, 2006, $145.0 million was outstanding and $64.5 million was restricted (dedicated to support letters of credit and not available
for borrowing) on the revolving credit facility. During the quarter ended March 31, 2006, the weighted average interest rate under the credit
facility was 4.81%.
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11. Derivative Instruments

The following table summarizes the consolidated derivative instruments at March 31, 2006 (dollar amounts are in thousands):

Development

Fair Value Cash Flow

Hedges (1) Hedges (2)
Current Notional Balance $ 370,000 $ 19,417
Lowest Possible Notional $ 370,000 $ 13,925
Highest Possible Notional $ 370,000 $ 46,296
Lowest Interest Rate 3.245 % 4.530 %
Highest Interest Rate 3.787 % 4.530 %o
Earliest Maturity Date 2009 2007
Latest Maturity Date 2009 2007
Estimated Asset (Liability) Fair Value $ (18,908 ) $ 177

(1) Fair Value Hedges Converts outstanding fixed rate debt to a floating interest rate.
(2) Development Cash Flow Hedges Converts outstanding floating rate debt to a fixed interest rate.

On March 31, 2006, the net derivative instruments were reported at their fair value as other assets of approximately $0.2 million and as other
liabilities of approximately $18.9 million. As of March 31, 2006, there were approximately $13.0 million in deferred losses, net, included in
accumulated other comprehensive loss. Based on the estimated fair values of the net derivative instruments at March 31, 2006, the Company
may recognize an estimated $2.3 million of accumulated other comprehensive loss as additional interest expense during the twelve months
ending March 31, 2007.

In January 2006, the Company received approximately $10.7 million to terminate six forward starting swaps in conjunction with the issuance of
$400.0 million of ten and one-half year unsecured notes. The $10.7 million has been deferred as a component of accumulated other
comprehensive loss and will be recognized as a reduction of interest expense over the life of the unsecured notes.

12.  Earnings Per Share

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

Quarter Ended March 31,

2006 2005
Numerator for net income per share basic:
Income from continuing operations, net of minority interests $ 26,869 $ 87,261
Preferred distributions (10,095 ) (13,025 )
Income from continuing operations available to Common Shares, net of minority interests 16,774 74,236
Gain on sales of discontinued operations, net of minority interests 347,953 131,136
Discontinued operations, net of minority interests 2,993 8,642
Numerator for net income per share basic $ 367,720 $ 214,014
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Quarter Ended March 31,

2006 2005
Numerator for net income per share diluted:
Income from continuing operations, net of minority interests $ 26,869 $ 87,261
Preferred distributions (10,095 ) (13,025 )
Effect of dilutive securities:
Allocation to Minority Interests ~Operating Partnership, net 1,201 5,426
Income from continuing operations available to Common Shares 17,975 79,662
Net gain on sales of discontinued operations 372,501 140,704
Discontinued operations 3,204 9,273
Numerator for net income per share  diluted $ 393,680 $ 229,639
Denominator for net income per share basic and diluted:
Denominator for net income per share  basic 288,880 284,511
Effect of dilutive securities:
OP Units 20,454 20,880
Share options/restricted shares 4,715 3,185
Denominator for net income per share diluted 314,049 308,576
Net income per share  basic $ 1.27 $ 0.75
Net income per share  diluted $ 1.25 $ 0.74
Net income per share basic:
Income from continuing operations available to Common Shares,
net of minority interests $ 0.058 $ 0.261
Gain on sales of discontinued operations, net of minority interests 1.204 0.461
Discontinued operations, net of minority interests 0.010 0.030
Net income per share  basic $ 1.272 $ 0.752
Net income per share diluted:
Income from continuing operations available to Common Shares $ 0.057 $ 0.258
Gain on sales of discontinued operations 1.186 0.456
Discontinued operations 0.010 0.030
Net income per share ~ diluted $ 1.253 $ 0.744

Convertible preferred shares/units that could be converted into 1,615,465 and 1,871,194 weighted average Common Shares for the quarters
ended March 31, 2006 and 2005, respectively, were outstanding but were not included in the computation of diluted earnings per share 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
on or after January 1, 2002 (the date of adoption of SFAS No. 144) and all operations related to condominium conversion properties effective
upon their respective transfer into a TRS.

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 quarters ended March 31, 2006 and
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2005 (amounts in thousands).

Quarter Ended March 31,
2006 2005
REVENUES
Rental income $ 16,268 $ 53,789
Total revenues 16,268 53,789
EXPENSES (1)
Property and maintenance 7,492 17,825
Real estate taxes and insurance 2,747 8,384
Property management 90 118
Depreciation 3,181 13,837
General and administrative 226 96
Total expenses 13,736 40,260
Discontinued operating income 2,532 13,529
Interest and other income 1,004 56
Interest (2):
Expense incurred, net (332 ) 4,176 )
Amortization of deferred financing costs (136 )
Discontinued operations 3,204 9,273
Minority Interests ~Operating Partnership (211 ) (631 )
Discontinued operations, net of minority interests $ 2,993 $ 8,642
(1) Includes expenses paid in the current period for properties sold 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.

For the properties sold during the quarter ended March 31, 2006 (excluding condominium conversion properties), the investment in real estate,
net of accumulated depreciation, and the mortgage notes payable balances at December 31, 2005 were $422.5 million and $32.5 million,
respectively.

Due to the structure of the Company 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. 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, primarily those entities engaged in
condominium conversion and sale activities. The Company recognized provisions for income taxes of $2.7 million and $0.2 million for the
quarters ended March 31, 2006 and 2005, respectively. These amounts were classified as reductions of the gain on sales of discontinued
operations, net of minority interests in the accompanying consolidated statements of operations. In addition, the aggregate results of operations
(primarily net operating income) of the Company s condominium conversion properties are included in discontinued operations, net of minority
interests in the accompanying consolidated statements of operations.

The net real estate basis of the Company s condominium conversion properties and land parcels owned by the TRS, which were included in
investment in real estate, net in the consolidated balance sheets, was $277.9 million and $276.8 million at March 31, 2006 and December 31,
2005, respectively.
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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.

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

During the years ended December 31, 2005 and 2004, the Company established a reserve and recorded a corresponding expense, net of
insurance receivables, for estimated uninsured property damage at certain of its properties caused by various hurricanes in each respective year.
During the quarter ended March 31, 2006, the Company received $4.0 million in insurance proceeds and recorded an additional $2.9 million of
receivables in anticipation of proceeds expected. As of March 31, 2006, a receivable of $10.0 million and reserve of $13.4 million are included
in other assets and rents received in advance and other liabilities, respectively, on the consolidated balance sheets.

As of March 31, 2006, the Company has six projects totaling 1,711 units in various stages of development with estimated completion dates
ranging through June 30, 2008. The primary development agreements currently in place have the following key terms:

. The first development partner has the right, at any time following completion of a project subject to the
agreement, to stipulate a value for such project and offer to sell its interest in the project to the Company based on
such value. If the Company chooses not to purchase the interest, the Company must agree to a sale of the project to an
unrelated third party at such value. The Company s partner must exercise this right as to all projects subject to the
agreement within five years after the receipt of the final certificate of occupancy on the last developed property. In
connection with this development agreement, the Company has an obligation to provide up to $40.0 million in credit
enhancements to guarantee a portion of the third party construction financing. As of May 3, 2006, the Company did
not have any amounts outstanding related to this credit enhancement. The Company would be required to perform
under this agreement only if there was a material default under a third party construction mortgage agreement. This
agreement expires no later than December 31, 2018. Notwithstanding the termination of the agreement, the Company
shall have recourse against its development partner for any losses incurred.

. The second development partner has the right, at any time following completion of a project subject to the
agreement, to require the Company to purchase the partners interest in that project at a mutually agreeable price. If the
Company and the partner are unable to agree on a price, both parties will obtain appraisals. If the appraised values

vary by more than 10%, both the Company and its partner will agree on a third appraiser to determine which original
appraisal is closest to its determination of value. The Company may elect at that time not to purchase the property and
instead, authorize its partner to sell the project at or above the agreed-upon value to an unrelated third party. Five

years following the receipt of the final certificate of occupancy on the last developed property, the Company must
purchase, at the agreed-upon price, any projects remaining unsold.

. The third development partner has the exclusive right for six months following stabilization, as defined, to
market a subject project for sale.