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APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO THE PUBLIC:
From time to time after this Registration Statement becomes effective.

If the only securities being registered on this form are being offered
pursuant to dividend or interest reinvestment plans, please check the following
box. / /

If any of the securities being registered on this form are to be offered on
a delayed or continuous basis pursuant to Rule 415 under the Securities Act of
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1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box. /X/

If this form is used to register additional securities for an offering
pursuant to Rule 462 (b) under the Securities Act, please check the following box
and list the Securities Act Registration Statement number of the earlier
effective registration statement for the same offering. / /

If this form is a post-effective amendment filed pursuant to Rule 462 (c)
under the Securities Act, check the following box and list the Securities Act
Registration Statement number of the earlier effective registration statement
for the same offering. / /

If delivery of the Prospectus is expected to be made pursuant to Rule 434,
please check the following box. / /

CALCULATION OF REGISTRATION FEE

TITLE OF SECURITIES AMOUNT TO BE PROPOSED MAXIMUM OFFERING PROPOSED MAXIMUM AGGR
BEING REGISTERED REGISTERED (1) PRICE PER UNIT (2) OFFERING PRICE (3)

Debt Securities
Preferred Stock $750,000,000 N.A. $750,000,000
Common Stock (5)

(1) The amount to be registered consists of up to $750,000,000 of an
indeterminate amount of Debt Securities, Preferred Stock and/or Common
Stock. Pursuant to Rule 429 under the Securities Act of 1933, as amended
(the "Securities Act"), this amount includes $25,000,000 of securities being
carried forward from the earlier Registration Statement on Form S-3
(No. 333-60875), which have not been previously sold. There is also being
registered hereunder such currently indeterminate number of shares of Common
Stock as may be issued upon conversion of the Debt Securities or the
Preferred Stock registered hereby and shares of Preferred Stock as may be
issued upon conversion of the Debt Securities registered hereby.

(2) The proposed maximum offering price per unit has been omitted pursuant to
Securities Act Release No. 6964.

(3) Estimated solely for purposes of computing the registration fee. No separate
consideration will be received for securities issued upon conversion of Debt
Securities or Preferred Stock.

(4) The registration fee has been calculated in accordance with Rule 457 (o)
under the Securities Act. Pursuant to Rule 429 under the Securities Act, the
amount of $25,000,000 of securities covered by the earlier Registration
Statement on Form S-3 (No. 333-60875) is being carried forward and the
corresponding registration fee of $6,250 was previously paid at the time of
filing.

(5) This Registration Statement also relates to the rights (the "Rights") to
purchase shares of Series E Junior Participating Cumulative Preferred Stock
of the Registrant which are attached to all shares of Common Stock
outstanding as of, and issued subsequent to, March 10, 1998, pursuant to the
terms of the Registrant's Shareholder Rights Agreement, dated March 9, 1998,
as amended. Until the occurrence of certain prescribed events, the Rights
are not exercisable, are evidenced by the certificates for Common Stock and
will be transferred with and only with such Common Stock.



Edgar Filing: AVALONBAY COMMUNITIES INC - Form S-3

The Prospectus contained in this Registration Statement relates to and
constitutes a Post-Effective Amendment to the Registration Statement on
Form S-3 (No. 333-60875) of the Registrant, and it is intended to be the
combined prospectus referred to in Rule 429 under the Securities Act.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL
FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS REGISTRATION
STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8 (A) OF
THE SECURITIES ACT OF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATE AS THE COMMISSION, ACTING PURSUANT TO SAID SECTION 8 (A),
MAY DETERMINE.

SUBJECT TO COMPLETION, DATED MARCH 29, 2001
THE INFORMATION IN THIS PROSPECTUS IS NOT COMPLETE AND MAY BE CHANGED. WE MAY
NOT SELL THESE SECURITIES UNTIL THE REGISTRATION STATEMENT FILED WITH THE
SECURITIES AND EXCHANGE COMMISSION IS EFFECTIVE. THIS PROSPECTUS IS NOT AN OFFER
TO SELL THESE SECURITIES AND IT IS NOT SOLICITING AN OFFER TO BUY THESE
SECURITIES IN ANY STATE WHERE THE OFFER OR SALE IS NOT PERMITTED.

PROSPECTUS
AVALONBAY COMMUNITIES, INC.
$750,000,000

DEBT SECURITIES
PREFERRED STOCK
COMMON STOCK

This prospectus provides you with a general description of debt and equity
securities that AvalonBay Communities, Inc. may offer and sell from time to
time. Each time we sell securities we will provide a prospectus supplement that
will contain specific information about the terms of that sale and may add to or
update the information in this prospectus. You should read this prospectus and
any prospectus supplement carefully before you invest in our securities.

Our common stock 1is listed on the New York Stock Exchange and the Pacific
Exchange under the symbol "AVB."

INVESTING IN OUR SECURITIES INVOLVES VARIOUS RISKS. BEGINNING ON PAGE 1, WE
HAVE DISCUSSED SEVERAL "RISK FACTORS" THAT YOU SHOULD CONSIDER BEFORE INVESTING
IN OUR SECURITIES.

Neither the Securities and Exchange Commission nor any state securities
commission has approved or disapproved of these securities or determined if this
prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

TABLE OF CONTENTS
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i
Unless the context otherwise requires, all references to "we," "us," "our,

"our company," "AvalonBay," or similar expressions in this prospectus refer

collectively to AvalonBay Communities, Inc., a Maryland corporation, and its
subsidiaries, and their respective predecessor entities for the applicable
periods, considered as a single enterprise.

RISK FACTORS

BEFORE YOU INVEST IN OUR SECURITIES, YOU SHOULD BE AWARE THAT THERE ARE
RISKS IN MAKING AN INVESTMENT, INCLUDING THOSE DESCRIBED BELOW. YOU SHOULD
CONSIDER CAREFULLY THESE RISK FACTORS TOGETHER WITH ALL OF THE INFORMATION
INCLUDED OR INCORPORATED BY REFERENCE IN THIS PROSPECTUS BEFORE YOU DECIDE TO
PURCHASE OUR SECURITIES. THIS SECTION INCLUDES OR REFERS TO FORWARD-LOOKING
STATEMENTS. YOU SHOULD REFER TO THE EXPLANATION OF THE QUALIFICATIONS AND
LIMITATIONS ON FORWARD-LOOKING STATEMENTS DISCUSSED ON PAGE 8.

DEVELOPMENT AND CONSTRUCTION RISKS COULD AFFECT OUR PROFITABILITY.
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We intend to continue to develop and redevelop apartment home communities.
Our development and redevelopment activities may be exposed to the following
risks:

- we may be unable to obtain, or experience delays in obtaining, necessary
zoning, land-use, building, occupancy, and other required governmental
permits and authorizations, which could result in increased costs;

- we may abandon development and redevelopment opportunities that we have
already begun to explore, and, as a result, we may fail to recover
expenses already incurred in exploring these development and redevelopment
opportunities;

- we may incur construction, reconstruction, development or redevelopment
costs for a community that exceed our original estimates due to increased
material, labor or other costs, and we may not be able to increase rents
to compensate for the increase in these costs;

— occupancy rates and rents at a newly completed or redeveloped community
may fluctuate depending on a number of factors, including market and
economic conditions and the development by competitors of competing
communities, and this may result in the community not being profitable;

- we may be unable to complete construction and lease-up of a community on
schedule, resulting in increased debt service expense and construction or
reconstruction costs; and

- we may be unable to obtain financing with favorable terms for the proposed
development of a community, which may cause us to be unable to proceed
with its development.

Construction costs have been increasing in our markets, and the cost to
develop communities or redevelop acquired communities has, in some cases,
exceeded our original estimates. We may experience similar cost increases in the
future. If we are not able to charge rents that will be sufficient to offset the
effects of any increases in construction costs, our profitability could be less
than anticipated.

UNFAVORABLE CHANGES IN MARKET AND ECONOMIC CONDITIONS COULD HURT OCCUPANCY OR
RENTAL RATES.

The market and economic conditions in Northern and Southern California and
selected states in the Mid-Atlantic, Northeast, Midwest and Pacific Northwest
regions of the United States may significantly affect occupancy or rental rates
at our communities in those regions. This, in turn, may significantly affect our
profitability and our ability to satisfy our financial obligations. The risks
that may affect conditions in those markets include the following:

- plant closings, industry slowdowns and other factors that adversely affect
the local economy;

- an oversupply of, or a reduced demand for, apartment homes;

— a decline in household formation or employment growth that adversely
affects occupancy or rental rates;

— the inability or unwillingness of residents to pay rent increases; and

- rent control or rent stabilization laws, or other laws regulating housing,
that could prevent us from raising rents to offset increases in operating
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costs.

INCREASED COMPETITION COULD LIMIT OUR ABILITY TO LEASE APARTMENT HOMES OR
INCREASE OR MAINTAIN RENTS.

Our apartment communities compete with other housing alternatives to attract
residents, including other rental apartments, condominiums and single-family
homes that are available for rent, as well as new and existing condominiums and
single-family homes for sale. Competitive residential housing in a particular
area could adversely affect our ability to lease apartment homes and to increase
or maintain rents.

ATTRACTIVE INVESTMENT OPPORTUNITIES MAY NOT BE AVAILABLE, WHICH COULD ADVERSELY
AFFECT OUR PROFITABILITY.

We expect that other real estate investors will compete with us to acquire
existing properties and to develop new properties. These competitors, including
insurance companies, pension and investment funds, partnerships, investment
companies and other apartment REITs, may have greater resources than we do. This
competition could increase prices for properties of the type we would likely
pursue. As a result, we may not be able, or have the opportunity, to make
suitable investments on favorable terms in the future. This could adversely
affect our profitability.

INSUFFICIENT CASH FLOW COULD AFFECT OUR DEBT FINANCING AND CREATE REFINANCING
RISK.

We are subject to the risks normally associated with debt financing,
including the risk that our cash flow will be insufficient to meet required
payments of principal and interest. The principal outstanding balance on a
portion of our debt will not be fully amortized prior to its maturity. Although
we may be able to repay our debt by using our cash flows, we cannot assure you
that we will have sufficient cash flows available to make all required principal
payments. Therefore, we may need to refinance at least a portion of our
outstanding debt as it matures. There is a risk that we may not be able to
refinance existing debt or that the terms of any refinancing will not be as
favorable as the terms of the existing debt.

RISING INTEREST RATES WOULD INCREASE INTEREST COSTS AND COULD AFFECT THE MARKET
PRICE OF OUR COMMON STOCK.

We currently have, and may in the future incur, variable interest rate debt
under credit facilities as we acquire, construct and reconstruct apartment
communities, as well as for other purposes. Accordingly, if interest rates
increase, our interest costs will also rise, unless we have made arrangements
that hedge the risk of rising interest rates. In addition, an increase in market
interest rates may lead purchasers of our common stock to demand a higher annual
dividend yield, which could adversely affect the market price of our outstanding
shares of common stock.

BOND FINANCING COMPLIANCE REQUIREMENTS COULD LIMIT OUR INCOME, RESTRICT THE USE
OF COMMUNITIES AND CAUSE FAVORABLE FINANCING TO BECOME UNAVAILABLE.

We have financed some of our apartment communities with obligations issued
by local government agencies or instrumentalities because the interest paid to
the holders of this debt is generally exempt from federal income taxes. These
obligations are commonly referred to as "tax-exempt bonds" and generally must be
secured by communities.

The compliance requirements for our current tax-exempt bonds limit, and the
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requirements of any future tax-exempt bond financings may limit, the potential
income from communities that are subject to this financing. This is because
under the terms of our current tax-exempt bonds, we must comply with
restrictions on the use of the communities that we financed with these bonds,
including a requirement that we make some of the apartments available to low and
middle income households.

In addition, some of our tax-exempt bond financing documents require us to
obtain a guarantee from a financial institution of payment of the principal of,
and interest on, the bonds. The guarantee may take the form of a letter of
credit, surety bond, guarantee agreement or other additional collateral. If the
financial institution defaults in its guarantee obligations, or if we are unable
to renew the applicable guarantee or otherwise post satisfactory collateral, a
default will occur under the applicable tax-exempt bonds and the community could
be foreclosed upon.

FAILURE TO GENERATE SUFFICIENT REVENUE COULD LIMIT CASH FLOW AVAILABLE FOR
DISTRIBUTIONS TO STOCKHOLDERS.

If our communities do not generate revenues sufficient to meet our operating
expenses, including debt service and capital expenditures, our cash flow would
decrease. This decrease in cash flow could have an adverse effect on our ability
to pay distributions to our stockholders and our ability to maintain our status
as a real estate investment trust (REIT). Significant expenditures associated
with each community such as debt service payments, if any, real estate taxes,
insurance and maintenance costs are generally not reduced when circumstances
cause a reduction in income from a community.

DIFFICULTY OF SELLING APARTMENT COMMUNITIES COULD LIMIT FLEXIBILITY.

Real estate in our markets can be hard to sell, especially if market
conditions are poor. This may limit our ability to change or reduce the
apartment communities in our portfolio promptly in response to changes in
economic or other conditions. In addition, federal tax laws may limit our
ability to earn a gain on the sale of a community if we have owned it for too
short a period of time, and this limitation may affect our ability to sell
communities without adversely affecting returns to our stockholders.

ACQUISITIONS MAY NOT YIELD ANTICIPATED RESULTS.

We may, in the future, acquire apartment communities on a select basis. Our
acquisition activities and their success may be exposed to the following risks:

- an acquired property may fail to perform as we expected in analyzing our
investment; and

— our estimate of the costs of repositioning or redeveloping an acquired
property may prove inaccurate.

RISK OF EARTHQUAKE DAMAGE IN CALIFORNIA MARKETS.

Many of our West Coast communities are located in the general vicinity of
active earthquake faults. In July 1998, we obtained a seismic risk analysis from
an engineering firm, which estimated the probable maximum loss, or PML, for each
of the 60 West Coast communities that we owned at that time and for each of the
five West Coast communities under development at that time. To establish a PML,
the engineers define a severe earthquake event for the applicable geographic
area as an earthquake that has only a 10% likelihood of occurring over a 50-year
period. The PML is the building damage and business interruption loss that is
estimated to have only a 10% probability of being exceeded in the event of such
an earthquake. Because a significant number of our communities are located in
the San Francisco Bay Area, the engineers' analysis assumed an earthquake on the
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Hayward Fault with a Richter Scale magnitude of 7.1 as such a severe earthquake.
Based on this earthquake scenario, the engineers determined the aggregate PML at
that time to be $113,000,000 for the 60 West Coast communities that we owned at
that time and the five West Coast communities then under

development. The actual aggregate PML could be higher or lower as a result of
variations in soil classifications and structural vulnerabilities. For each
community, the engineers' analysis calculated an individual PML as a percentage
of the community's replacement cost and projected revenues. We cannot assure you
that:

- an earthquake would not cause damage or losses greater than the PML
assessments indicate;

— future PML levels will not be higher than the current PML levels described
above for our communities located on the West Coast; or

- acquisitions or developments after July 1998 will not have PML assessments
indicating the possibility of greater damage or losses than currently
indicated.

In November 2000, we renewed our earthquake insurance, both for physical
damage and lost revenue, with respect to all communities we owned at that time
and all of the communities then under development. For any single occurrence, we
have in place with respect to communities located in California $75,000,000 of
coverage with a five percent deductible. The five percent deductible is subject
to a minimum of $100,000 per occurrence. Earthquake coverage outside of
California is subject to a $200,000,000 limit and a $25,000 deductible per
occurrence. In addition, our general liability and property insurance program
provides coverage for public liability and fire damage. In the event an
uninsured disaster or a loss in excess of insured limits were to occur, we could
lose our capital invested in the affected community, as well as anticipated
future revenue from that community. We would also continue to be obligated to
repay any mortgage indebtedness or other obligations related to the community.
Any of these losses could materially and adversely affect our business and our
financial condition and results of operations.

WE MAY INCUR COSTS AND INCREASED EXPENSES TO REPAIR PROPERTY DAMAGE RESULTING
FROM INCLEMENT WEATHER.

Our communities in the Northeast and Midwest expose us to risks associated
with inclement winter weather, including increased costs for the removal of snow
and ice as well as from delays in the construction, reconstruction, development
or redevelopment of apartment communities. In addition, inclement weather could
increase the need for maintenance and repair of our communities. Similarly,
unusually high rainfall or other inclement weather could result in increased
costs due to delays in the construction, reconstruction, development or
redevelopment of apartment communities. These costs and delays could adversely
affect our financial performance.

WE MAY INCUR COSTS DUE TO ENVIRONMENTAL CONTAMINATION.

Under various federal, state and local environmental laws, regulations and
ordinances, a current or previous owner or operator of real estate may be
required, regardless of knowledge or responsibility, to investigate and
remediate the effects of hazardous or toxic substances or petroleum product
releases at the property and may be held liable to a governmental entity or to
third parties for property damage and for investigation and remediation costs
incurred by these parties as a result of the contamination. These damages and
costs may be substantial. The presence of these substances, or the failure to
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properly remediate the contamination, may adversely affect the owner's ability
to borrow against, sell or rent the affected property. In addition, some
environmental laws create a lien on the contaminated site in favor of the
government for damages and costs it incurs as a result of the contamination.

There are federal, state and local laws, regulations and ordinances that
govern the removal, encapsulation or disturbance of asbestos containing
materials when these materials are in poor condition or in the event of
reconstruction, remodeling, renovation, or demolition of a building. For
purposes of this section, we will refer to asbestos containing materials as
"ACMs." These laws may impose liability for release of ACMs and may provide for
third parties to seek recovery from owners or operators of real properties for
personal injury associated with exposure to ACMs. As the owner and

operator of the communities, we may potentially be liable for these costs. We
are not aware that any ACMs were used in the construction of the communities we
developed. ACMs were, however, used in the construction of several of the
communities that we have acquired. We do not anticipate that we will incur any
material liabilities as a result of the presence of ACMs at our communities. We
currently have or intend to implement an operations and maintenance program for
each of the communities at which ACMs have been detected.

All of our stabilized operating communities, and all of the communities that
we are currently developing or redeveloping, have been subjected to at least a
Phase I or similar environmental assessment, which generally does not involve
invasive techniques such as soil or ground water sampling. These assessments,
together with subsurface assessments conducted in some industries, have not
revealed any environmental conditions that we believe will have a material
adverse effect on our business, assets, financial condition or results of
operations. We are not aware of any other environmental conditions which would
have one of these material adverse effects.

We are, however, aware that the migration of contamination from an
upgradient landowner near Toscana, one of our communities, has affected the
groundwater at Toscana. The upgradient landowner is undertaking remedial
response actions and has installed a groundwater treatment system. We expect
that the upgradient landowner will take all necessary remediation actions and
ensure the ongoing operation and maintenance of groundwater treatment system.
The upgradient landowner has also provided an indemnity that runs to current and
future owners of the Toscana property and upon which we may be able to rely if
we incur environmental liability arising from the groundwater contamination. We
are also aware that certain communities have lead paint, and we are undertaking
or intend to undertake appropriate remediation or management activity.

Additionally, we have in the past occasionally developed, managed, leased
and operated various properties for third parties, and we currently act as a
third party property manager for one community owned by an unrelated third
party. Consequently, we may be considered to have been or to be an operator of
these properties and, therefore, potentially liable for removal or remediation
costs or other potential costs which could relate to hazardous or toxic
substances. We are not aware of any material environmental liabilities with
respect to properties managed or developed by us or our predecessors for these
third parties.

We cannot assure you that:

- the environmental assessments described above identified all potential
environmental liabilities;

- no prior owner created any material environmental condition not known to
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us or the consultants who prepared the assessments;

- no environmental liabilities have developed since the environmental
assessments were prepared;

— the condition of land or operations in the vicinity of our communities,
such as the presence of underground storage tanks, will not affect the
environmental condition of our communities;

- future uses or conditions, including, without limitation, changes in
applicable environmental laws and regulations, will not result in the
imposition of environmental liability; and

- no environmental liabilties will develop at communities that we have sold
for which we may have liability.

COMPANIES IN WHICH WE HAVE INVESTED THAT DEVELOP SOFTWARE APPLICATIONS AND
ANCILLARY SERVICES MAY BE UNSUCCESSFUL IN ACHIEVING THEIR BUSINESS PLANS.

We currently have invested in three technology companies in the belief that
the development and application of their technology and services will improve
the operating performance of our real estate

5

holdings. As of December 31, 2000, the carrying value of these investments was
approximately $3.6 million, and we had committed to lend up to approximately an
additional $700,000 to one of these companies. We have also made a capital
commitment of $4.0 million to Constellation Real Technologies LLC, an entity
formed by a number of REITs and real estate operating companies for the purpose
of investing in multi-sector real estate technology opportunities; we have not
yet been called upon to provide any funds under this capital commitment. We may
in the future make further investments of capital to the entities described
above (either pursuant to the commitments described above or otherwise), and we
may make additional investments in other entities. If these entities are
unsuccessful in developing their software applications or ancillary services or
are otherwise unsuccessful in executing their business plans, we could be
required to write-off all or part of our investments in these entities.

FAILURE TO QUALIFY AS A REIT WOULD CAUSE US TO BE TAXED AS A CORPORATION, WHICH
WOULD SIGNIFICANTLY LOWER FUNDS AVAILABLE FOR DISTRIBUTION TO STOCKHOLDERS.

If we fail to qualify as a REIT for federal income tax purposes, we will be
subject to federal income tax on our taxable income at regular corporate rates,
plus any applicable alternative minimum tax. In addition, unless we are entitled
to relief under applicable statutory provisions, we would be disqualified from
treatment as a REIT for the four taxable years following the year in which we
lose our qualification. The additional tax liability resulting from the failure
to qualify as a REIT would significantly reduce or eliminate the amount of funds
available for distribution to our stockholders. Furthermore, we would no longer
be required to make distributions to our stockholders.

We believe that we are organized and qualified as a REIT, and we intend to
operate in a manner that will allow us to continue to qualify as a REIT.
However, we cannot assure you that we are qualified as a REIT, or that we will
remain qualified in the future. This is because qualification as a REIT involves
the application of highly technical and complex provisions of the Internal
Revenue Code for which there are only limited judicial and administrative
interpretations and involves the determination of a variety of factual matters
and circumstances not entirely within our control. In addition, future
legislation, new regulations, administrative interpretations or court decisions
may significantly change the tax laws or the application of the tax laws with

10
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respect to qualification as a REIT for federal income tax purposes or the
federal income tax consequences of this qualification.

THE ABILITY OF OUR STOCKHOLDERS TO CONTROL OUR POLICIES AND EFFECT A CHANGE OF
CONTROL OF OUR COMPANY IS LIMITED, WHICH MAY NOT BE IN OUR STOCKHOLDERS' BEST
INTERESTS.

CHARTER AND BYLAW PROVISIONS

There are provisions in our charter and bylaws that may discourage a third
party from making a proposal to acquire us, even if some of our stockholders
might consider the proposal to be in their best interests. These provisions
include the following:

— Our charter authorizes our board of directors to issue up to 50,000,000
shares of preferred stock without stockholder approval and to establish
the preferences and rights, including voting rights, of any series of
preferred stock issued. The board of directors may issue preferred stock
without stockholder approval, which could allow the board to issue one or
more classes or series of preferred stock that could discourage or delay a
tender offer or a change in control.

- To maintain our qualification as a REIT for federal income tax purposes,
not more than 50% in value of our outstanding stock may be owned, directly
or indirectly, by five or fewer individuals at any time during the last
half of any year. To maintain this qualification, and to otherwise address
concerns about concentrations of ownership of our capital stock, our
charter generally prohibits ownership (directly, by virtue of the
attribution provisions of the Internal Revenue Code, or beneficially as
defined in Section 13 of the Securities Exchange Act) by any single

stockholder of more than 9.8% of the issued and outstanding shares of any
class or series of our stock. In general, under our charter, pension plans
and mutual funds may directly and beneficially own up to 15% of the
outstanding shares of any class or series of stock. Under our charter, our
board of directors may in its sole discretion waive or modify the
ownership limit for one or more persons. These ownership limits may
prevent or delay a change in control and, as a result, could adversely
affect our stockholders' ability to realize a premium for their shares of
common stock.

SHAREHOLDER RIGHTS AGREEMENT

Under the terms of our shareholder rights agreement, as amended to date, our
board of directors may take (or avoid taking) action that could delay, defer or
prevent a person or group from acquiring 10% (or 15% in the case of some types
of institutional investors) or more of the outstanding shares of our common
stock. This is because, unless our board approves of that person's purchase,
after the purchaser acquires 10% (or 15% in the case of some types of
institutional investors) or more of our outstanding common stock, all other
stockholders will have the right to purchase securities from us at a price that
is less than their then fair market value. These purchases by the other
stockholders would substantially reduce the value and influence of the shares of
our common stock owned by the acquiring person. Our board of directors, however,
may prevent the shareholder rights agreement from operating in this manner. As a
result, our board has significant discretion to approve or disapprove a person's
efforts to acquire a large interest in us.

MARYLAND LAW

11
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As a Maryland corporation, we are subject to the provisions of the Maryland
General Corporation Law. Maryland law imposes restrictions on some business
combinations and requires compliance with statutory procedures before some
mergers and acquisitions may occur. Maryland law may delay or prevent offers to
acquire us or increase the difficulty of completing any offers, even if they are
in our stockholders' best interests.

FORWARD-LOOKING STATEMENTS

This prospectus, including the information incorporated by reference into
this prospectus, contains statements that are forward-looking statements within
the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the
Securities Exchange Act of 1934. You can identify forward-looking statements by
the use of the words "believe," "expect," "anticipate," "intend," "estimate,"
"assume, " "project" and other similar expressions which predict or indicate
future events and trends and which do not relate to historical matters. These
statements include, among other things, statements regarding our intent, belief
or expectations with respect to:

- our potential development, redevelopment, acquisition or disposition of
communities;

— the completion of apartment communities under construction,
reconstruction, development and redevelopment;

— the anticipated operating performance of our communities;
- cost, yield and earnings estimates;
- our declaration or payment of distributions;

— our policies regarding investments, indebtedness, acquisitions,
dispositions, financings, conflicts of interest and other matters;

- our qualification as a REIT under the Internal Revenue Code;

— the real estate markets in the Northern and Southern California and
markets in selected states in the Mid-Atlantic, Northeast, Midwest and
Pacific Northwest regions of the United States and in general;

— the availability of debt and equity financing;

- interest rates;

- general economic conditions; and

- trends affecting our financial condition or results of operations.

We cannot assure the future results or outcome of the matters described in
any of those statements, which merely reflect our expectations and estimates.
You should not rely on forward-looking statements because they involve known and
unknown risks, uncertainties and other factors, some of which are beyond our
control. These risks, uncertainties and other factors may cause our actual
results, performance or achievements to be materially different from the
anticipated future results, performance or achievements expressed or implied by
the forward-looking statements. Some of the factors that might cause these
differences include, but are not limited to, the factors described above under
"Risk Factors" as well as the following:

- we may be unsuccessful in managing our current growth in the number of
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apartment communities and the related growth of our business operations;

- we may fail to secure development opportunities due to an inability to
reach agreements with third parties or to obtain desired zoning and other
local government approvals;

- we may fail to secure or may abandon development opportunities for a
number of reasons, including changes in local market conditions which make
development less desirable, increases in costs of development and
increases in the cost of capital;

- construction costs of a community may exceed original estimates;

- we may not complete construction and lease-up of communities under
development or redevelopment on schedule, resulting in increased debt
service expense and construction costs and reduced rental revenues;

— local economic and market conditions that are beyond our control may
adversely affect occupancy rates and market rents;

- financing may not be available to us, or may not be available on favorable
terms;

— our cash flow from operations and access to cost effective capital may be
insufficient for the development of our pipeline and could limit our
pursuit of opportunities;

— our cash flow may be insufficient to meet required payments of principal
and interest, and we may not be able to refinance our existing
indebtedness or the refinancing terms may not be as favorable as the terms
of existing indebtedness;

— our previous or possible future expansion into new geographic market areas
may not produce financial results that are consistent with our historical
performance; and

- we may be affected by legislative or regulatory changes, including changes
to laws governing the taxation of REITs.

YOU SHOULD CAREFULLY REVIEW ALL OF THESE FACTORS, AND YOU SHOULD BE AWARE THAT
THERE MAY BE OTHER FACTORS THAT COULD CAUSE THESE DIFFERENCES.

We caution you that, while forward-looking statements reflect our estimates
and beliefs, they are not guarantees of future performance. We do not promise to
update any forward-looking statements to reflect changes in underlying
assumptions or factors, new information, future events or other changes.

ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the
SEC utilizing a shelf registration process. Under this shelf process, we may
sell any combination of the securities described in this prospectus in one or
more offerings up to a total dollar amount of $750,000,000. This prospectus
provides you with a general description of the securities we may offer. Each
time we sell securities, we will provide a prospectus supplement that will
contain specific information about the terms of that offering. The prospectus
supplement may also add, update or change information contained in this
prospectus. You should read both this prospectus and any prospectus supplement
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together with additional information described under the heading "Where You Can
Find More Information."

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and special reports, proxy statements and other
information with the SEC. You may read and copy any document we file at the
SEC's Public Reference Room at 450 Fifth Street, N.W., Washington, D.C. 20549.
You may call the SEC at 1-800-SEC-0330 for further information on the operation
of the Public Reference Room. Our SEC filings are also available to the public
from the SEC's Web site at http://www.sec.gov. In addition, you may read our SEC
filings at the offices of the New York Stock Exchange (NYSE), which is located
at 20 Broad Street, New York, New York 10005, and at the offices of the Pacific
Exchange (PCX), which is located at 301 Pine Street, San Francisco, California
94104. Our SEC filings are available at the NYSE and the PCX because our common
stock and outstanding series of preferred stock are listed on the NYSE and the
PCX.

In accordance with Section 2-210 of the Maryland General Corporation Law,
our board of directors has authorized the issuance of some or all of the shares
of any or all of our classes or series of stock without certificates. In
addition, we have the authority to designate and issue more than one class or
series of stock having various preferences, conversion and other rights, voting
powers, restrictions, limitations as to dividends, qualifications, and terms and
conditions of redemption. See "Description of Preferred Stock" and "Description
of Common Stock." Our charter imposes limitations on the ownership and transfer
of our stock. See "Limits on Ownership of Stock." We will furnish a full
statement of the relative rights and preferences of each class or series of our
stock which has been so designated and any restrictions on the ownership or
transfer of our stock to any stockholder upon request and without charge.
Written requests for copies should be directed to: AvalonBay Communities, Inc.,
2900 Eisenhower Avenue, Suite 300, Alexandria, Virginia 22314, Attention: Chief
Financial Officer.

The SEC allows us to incorporate by reference the information we file with
it, which means that we can disclose important information to you by referring
you to these documents. The information incorporated by reference is an
important part of this prospectus, and information that we file later with the
SEC will automatically update and supersede the information already incorporated
by reference. We are incorporating by reference the documents listed below,
which we have already filed with the SEC, and any future filings we make with
the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act
of 1934 until we sell all of the securities.

AVALONBAY SEC FILINGS (FILE NO. 001-12672) PERIOD OR DATE FILED

Annual Report on Form 10-K...... ittt nnnnnnneens Year ended December 31,

In addition, we are incorporating by reference the descriptions of our
common stock, and the related preferred stock purchase rights under our
shareholder rights agreement, from the following registration statements we have
previously filed under Section 12 of the Securities Exchange Act:

(1) Registration Statement on Form 8-B filed June 8, 1995, (2) Registration
Statement on Form 8-A filed March 11, 1998, and (3) Registration Statement on
Form 8-A/A filed February 28, 2000.
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YOU MAY REQUEST A COPY OF THESE FILINGS, AND ANY EXHIBITS WE HAVE
SPECIFICALLY INCORPORATED BY REFERENCE AS AN EXHIBIT IN THIS PROSPECTUS, AT NO
COST BY WRITING OR TELEPHONING US AT THE FOLLOWING: AVALONBAY
COMMUNITIES, INC., 2900 EISENHOWER AVENUE, SUITE 300, ALEXANDRIA, VIRGINIA
22314, ATTENTION: CHIEF FINANCIAL OFFICER. OUR TELEPHONE NUMBER IS 703-329-2300.

This prospectus is part of a registration statement we filed with the SEC.
We have incorporated into this registration statement exhibits. You should read
the exhibits carefully for provisions that may be important to you.

You should rely only on the information incorporated by reference or
provided in this prospectus or any prospectus supplement. We have not authorized
anyone to provide you with different information. We are not making an offer of
these securities in any state where the offer is not permitted. You should not
assume that the information in this prospectus or in the documents incorporated
by reference is accurate as of any date other than the date on the front of this
prospectus or those documents.

ABOUT AVALONBAY COMMUNITIES, INC.

- AvalonBay Communities, Inc. focuses on the ownership and operation of
upscale apartment communities in high barrier-to-entry markets of the
United States. AvalonBay's markets are in Northern and Southern California
and selected states in the Mid-Atlantic, Northeast, Midwest and Pacific
Northwest regions of the United States.

— AvalonBay 1is a fully-integrated real estate organization with in-house
acquisition, development, redevelopment, construction, reconstruction,
financing, marketing, leasing and management expertise. We believe that
ownership of upscale apartment communities in markets where new supply of
apartment homes is limited helps assure more predictable cash flows.
Combined with an emphasis on superior service to residents, this should
result in a longer average lease period (as measured by annual turnover)
and reduced operating costs. Further, we believe that maintaining a
conservative financial strategy allows greater flexibility in responding
to changing financial market conditions and enhances our access to cost
effective capital.

— AvalonBay 1s a Maryland corporation that is the surviving entity from the
merger of Avalon Properties, Inc. with and into Bay Apartment
Communities, Inc. on June 4, 1998. In October 1998, we changed our name to
AvalonBay Communities, Inc. Our common stock is listed on the NYSE and the
PCX under the symbol "AVB."

— AvalonBay elected to qualify as a REIT for federal income tax purposes for
the taxable year ended December 31, 1994. As long as we qualify for
taxation as a REIT, we generally will not be subject to federal income tax
on that portion of our ordinary income and capital gains that is currently
distributed to our stockholders. Even if we qualify for taxation as a
REIT, we may be subject to state and local taxes on our income and
property, to federal income and excise taxes on our undistributed income,
and to federal and state income taxes on the income earned by subsidiaries
that are taxed as regular corporations.

RATIOS OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

Our ratio of earnings to combined fixed charges and preferred stock
dividends for each of the periods indicated is as follows:

YEAR ENDED YEAR ENDED YEAR ENDED

YEAR ENDED
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DECEMBER 31, DECEMBER 31, DECEMBER 31, DECEMBER 31,
2000 1999 1998 1997
Ratios. ...t 1.77x 1.58x% 1.56x 1.79x
11

The ratios of earnings to combined fixed charges and preferred stock
dividends were computed by dividing earnings by combined fixed charges and
preferred stock dividends. For this purpose, earnings consist of pre-tax income
from continuing operations plus fixed charges less capitalized interest. Fixed
charges consist of interest expense, capitalized interest and the amortization
of debt issuance costs.

Since its formation, AvalonBay has issued the following series of preferred
stock:

- 2,308,800 shares of Series A Preferred Stock were issued in October 1995,
of which 1,358,736 shares were converted into 1,358,736 shares of Common
Stock in April 1998 and 950,064 shares were converted into 950,064 shares
of Common Stock in June 1998;

- 405,022 shares of Series B Preferred Stock were issued in May 1996, all of
which were converted into 405,022 shares of Common Stock in June 1998;

- 2,300,000 shares of 8.50% Series C Cumulative Redeemable Preferred Stock
were issued in June 1997, all of which are currently outstanding;

- 3,267,700 shares of 8.00% Series D Cumulative Redeemable Preferred Stock
were issued in December 1997, all of which are currently outstanding;

- 4,455,000 shares of 9.00% Series F Cumulative Redeemable Preferred Stock
were issued in June 1998, all of which are currently outstanding;

- 4,300,000 shares of 8.96% Series G Cumulative Redeemable Preferred Stock
were issued in June 1998, all of which are currently outstanding; and

- 4,000,000 shares of 8.70% Series H Cumulative Redeemable Preferred Stock
were issued in October 1998, all of which are currently outstanding.

In addition, AvalonBay designated 1,000,000 shares of Series E Junior
Participating Cumulative Preferred Stock in March 1998 as part of our
shareholder rights agreement, none of which are currently outstanding.

RATIOS OF EARNINGS TO FIXED CHARGES

Our ratio of earnings to fixed charges for each of the periods indicated is
as follows:

YEAR ENDED YEAR ENDED YEAR ENDED YEAR ENDED
DECEMBER 31, DECEMBER 31, DECEMBER 31, DECEMBER 31,
2000 1999 1998 1997
Ratios. ...t 2.44x 2.20x 2.17x 3.10x

The ratios of earnings to fixed charges were computed by dividing earnings
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by fixed charges. For this purpose, earnings consist of pre-tax income from
continuing operations plus fixed charges less capitalized interest. Fixed
charges consist of interest expense, capitalized interest and the amortization
of debt issuance costs.

12
HOW WE INTEND TO USE THE PROCEEDS

Unless we provide otherwise in a supplement to this prospectus, we intend to
use the net proceeds from the sale of the securities for one or more of the
following:

- working capital;
- capital expenditures;

- repayment and refinancing of debt or redemption of prior issuances of
preferred stock;

- potential future acquisitions; and
— other general corporate purposes.
DESCRIPTION OF THE DEBT SECURITIES

This prospectus describes the general terms and provisions of the debt
securities. When we offer to sell a particular series of debt securities, we
will describe the specific terms of the securities in a supplement to this
prospectus. The prospectus supplement will also indicate whether the general
terms and provisions described in this prospectus apply to a particular series
of debt securities. You should read the actual indenture if you do not fully
understand a term or the way we use it in this prospectus.

The senior debt securities will be issued under an indenture dated as of
January 16, 1998, as supplemented by a First Supplemental Indenture dated as of
January 20, 1998, a Second Supplemental Indenture dated as of July 7, 1998, and
an Amended and Restated Third Supplemental Indenture dated as of July 10, 2000.
Throughout this prospectus, we will refer to this Indenture and the supplemental
indentures and any future amendments or supplements as the "senior indenture."
The subordinated debt securities will be issued under a separate indenture,
dated as of a date earlier than the date on which we issue subordinated debt
securities, between us and the trustee. We will refer to that indenture
throughout this prospectus as the "subordinated indenture" and to a trustee
under any senior or subordinated indenture as the "trustee." We sometimes refer
to the senior indenture and the subordinated indenture together in this
prospectus as the "indentures." The senior indenture is, and the subordinated
indenture will be, subject to and governed by the Trust Indenture Act of 1939.
We included copies of the indentures as exhibits to our registration statement
and they are incorporated into this prospectus by reference. The following
summarizes the material provisions of the indentures but may not contain all of
the information that is important to you. Except as otherwise indicated, the
terms of the indentures are identical. As used under this caption, the term
"debt securities" includes the debt securities being offered by this prospectus
and all other debt securities issued by us under the indentures.

GENERAL
The indentures:

- do not limit the amount of debt securities that we may issue;
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- allow us to issue debt securities in one or more series;

- do not require us to issue all of the debt securities of a series at the
same time;

- allow us to reopen a series to issue additional debt securities without
the consent of the debt securityholders of that series; and

- provide that the debt securities will be unsecured.

Unless we give you different information in the prospectus supplement, the
senior debt securities will be our unsubordinated obligations and will rank
equally with all of our other unsecured and

13

unsubordinated indebtedness. Payments on the subordinated debt securities will
be subordinated to the prior payment in full of all of our senior indebtedness,
as described under "--Subordination" and in the applicable prospectus
supplement.

Each indenture provides that we may, but need not, designate more than one
trustee under an indenture. Any trustee under an indenture may resign or be
removed and a successor trustee may be appointed to act with respect to the
series of debt securities administered by the resigning or removed trustee. If
two or more persons are acting as trustee with respect to different series of
debt securities, each trustee shall be a trustee of a trust under the applicable
indenture separate and apart from the trust administered by any other trustee.
Except as otherwise indicated in this prospectus, any action described in this
prospectus to be taken by each trustee may be taken by each trustee with respect
to, and only with respect to, the one or more series of debt securities for
which it is trustee under the applicable indenture.

The prospectus supplement for each offering will provide the following
terms, where applicable:

— the title of the debt securities and whether they are senior or
subordinated;

- the aggregate principal amount of the debt securities being offered, the
aggregate principal amount of the debt securities outstanding as of the
most recent practicable date and any limit on their aggregate principal
amount, including the aggregate principal amount of debt securities
authorized;

— the price at which the debt securities will be issued, expressed as a
percentage of the principal;

- the portion of the principal payable upon declaration of acceleration of
the maturity, if other than the principal amount;

- the date or dates, or the method for determining the date or dates, on
which the principal of the debt securities will be payable;

- the fixed or variable interest rate or rates of the debt securities, or
the method by which the interest rate or rates is determined;

- the date or dates, or the method for determining the date or dates, from
which interest will accrue;

- the dates on which interest will be payable;
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the record dates for interest payment dates, or the method by which we
will determine those dates;

the persons to whom interest will be payable;

the basis upon which interest will be calculated if other than that of a
360-day year of twelve 30-day months;

any make-whole amount, which is the amount in addition to principal and
interest that is required to be paid to the holder of a debt security as a
result of any optional redemption or accelerated payment of that debt
security, or the method for determining the make-whole amount;

the place or places where the principal of, and any premium (or make-whole
amount) and interest on, the debt securities will be payable;

where the debt securities may be surrendered for registration of transfer
or exchange;

where notices or demands to or upon us in respect of the debt securities
and the applicable indenture may be served;
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the times, prices and other terms and conditions upon which we may redeem
the debt securities;

any obligation we have to redeem, repay or purchase the debt securities
pursuant to any sinking fund or analogous provision or at the option of
holders of the debt securities, and the times and prices at which we must
redeem, repay or purchase the debt securities as a result of that
obligation;

the currency or currencies in which the debt securities are denominated
and payable if other than United States dollars, which may be a foreign
currency or units of two or more foreign currencies or a composite
currency or currencies and the terms and conditions relating thereto, and
the manner of determining the equivalent amount in United States dollars;

whether the principal of, and any premium (or make-whole amount) or
interest on, the debt securities of the series are to be payable, at our
election or at the election of a holder, in a currency or currencies other
than that in which the debt securities are denominated or stated to be
payable, and other related terms and conditions;

whether the amount of payments of principal of, and any premium (or
make-whole amount) or interest on, the debt securities may be determined
according to an index, formula or other method and how those amounts will
be determined;

whether the debt securities will be in registered form, bearer form or
both and (1) if in registered form, the person to whom any interest shall
be payable, if other than the person in whose name the security is
registered at the close of business on the regular record date for that
interest payment, or (2) if in bearer form, the manner in which, or the
person to whom, any interest on the security shall be payable if otherwise
than upon presentation and surrender upon maturity;

any restrictions applicable to the offer, sale or delivery of securities
in bearer form and the terms upon which securities in bearer form of the
series may be exchanged for securities in registered form of the series
and vice versa if permitted by applicable laws and regulations;
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— whether any debt securities of the series are to be issuable initially in
temporary global form and whether any debt securities of the series are to
be issuable in permanent global form with or without coupons and, if so,
whether beneficial owners of interests in that permanent global security
may or shall be required to exchange their interests for other debt
securities of the series, and the manner in which interest shall be paid;

— the identity of the depository for securities in registered form, if that
series is to be issuable as a global security;

- the date as of which any debt securities in bearer form or in temporary
global form shall be dated if other than the original issuance date of the
first security of the series to be issued;

- the applicability, if any, of the defeasance and covenant defeasance
provisions described in this prospectus or in the applicable indenture;

- whether and under what circumstances we will pay any additional amounts on
the debt securities in respect of any tax, assessment or governmental
charge and, if so, whether we will have the option to redeem the debt
securities in lieu of paying those amounts;

— the circumstances, if any, in the applicable prospectus supplement, under
which beneficial owners of interests in the global security may obtain
definitive debt securities and the manner in which payments on a permanent
global debt security will be made if any debt securities are issuable in
temporary or permanent global form;
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- any provisions granting special rights to holders of securities upon the
occurrence of any events as specified in the applicable prospectus
supplement;

— the name of the applicable trustee and the nature of any material
relationship with AvalonBay or with any of its affiliates, and the
percentage of debt securities of the class necessary to require the
trustee to take action;

- any deletions from, modifications of, or additions to the events of
default or covenants of AvalonBay, and any change in the right of any
trustee or any of the holders to declare the principal amount of any of
those debt securities due and payable; and

- any other terms of those debt securities not inconsistent with the
provisions of the applicable indenture.

We may issue debt securities at a discount below their principal amount and
provide for less than the entire principal amount thereof to be payable upon
declaration of acceleration of the maturity thereof. We will refer to any of
these debt securities throughout this prospectus as "original issue discount
securities."”" The applicable prospectus supplement will describe the federal
income tax consequences and other relevant considerations applicable to original
issue discount securities.

Except as described under "--Merger, consolidation or sale of assets" or as
may be set forth in any prospectus supplement, the debt securities will not
contain any provisions that (1) would limit our ability to incur indebtedness or
(2) would afford holders of debt securities protection in the event of (a) a
highly leveraged or similar transaction involving us or any of our respective
affiliates or (b) a change of control or reorganization, restructuring, merger
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or similar transaction involving us that may adversely affect the holders of the
debt securities. In the future, we may enter into transactions, such as the sale
of all or substantially all of our assets or a merger or consolidation, that may
have an adverse effect on our ability to service our indebtedness, including the
debt securities, by, among other things, substantially reducing or eliminating
our assets.

Neither the Maryland General Corporation Law nor the governing instruments
of AvalonBay define the term "substantially all" as it relates to the sale of
assets. Additionally, Maryland cases interpreting the term "substantially all"
rely upon the facts and circumstances of each particular case. Consequently, to
determine whether a sale of "substantially all" of our assets has occurred, a
holder of debt securities must review the financial and other information that
we disclosed to the public. AvalonBay's charter contains restrictions on
ownership and transfers of its stock that are designed to preserve its status as
a REIT and, therefore, may act to prevent or hinder a change of control. See
"Limits on Ownership of Stock" beginning on page 36.

We will provide you with more information in the applicable prospectus
supplement regarding any deletions, modifications, or additions to the events of
default or covenants that are described below, including any addition of a
covenant or other provision providing event risk or similar protection.

PAYMENT

Unless we give you different information in the applicable prospectus
supplement, the principal of, and any premium (or make-whole amount) and
interest on, any series of the debt securities will be payable at the corporate
trust office of the trustee. We will provide you with the address of the trustee
in the applicable prospectus supplement. We may also pay interest by mailing a
check to the address of the person entitled to it as it appears in the
applicable register for the debt securities or by wire transfer of funds to that
person at an account maintained within the United States.

All monies that we pay to a paying agent or a trustee for the payment of the
principal of, and any premium (or make-whole amount) or interest on, any debt
security will be repaid to us if unclaimed at the end of two years after the
obligation underlying payment becomes due and payable. After funds
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have been returned to us, the holder of the debt security may look only to us
for payment, without payment of interest for the period which we hold the funds.

DENOMINATION, INTEREST, REGISTRATION AND TRANSFER

Unless otherwise described in the applicable prospectus supplement, the debt
securities of any series will be issuable in denominations of $1,000 and
integral multiples of $1,000.

Subject to the limitations imposed upon debt securities that are evidenced
by a computerized entry in the records of a depository company rather than by
physical delivery of a note, a holder of debt securities of any series may:

— exchange them for any authorized denomination of other debt securities of
the same series and of a like aggregate principal amount and kind upon
surrender of these debt securities at the corporate trust office of the
applicable trustee or at the office of any transfer agent that we
designate for that purpose; and

— surrender them for registration of transfer or exchange at the corporate
trust office of the applicable trustee or at the office of any transfer
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agent that we designate for that purpose.

Every debt security surrendered for registration of transfer or exchange
must be duly endorsed or accompanied by a written instrument of transfer, and
the person requesting this action must provide evidence of title and identity
satisfactory to the applicable trustee or transfer agent. Payment of a service
charge will not be required for any registration of transfer or exchange of any
debt securities, but we or the trustee may require payment of a sum sufficient
to cover any tax or other governmental charge payable in connection therewith.
If in addition to the applicable trustee, the applicable prospectus supplement
refers to any transfer agent initially designated by us for any series of debt
securities, we may at any time rescind the designation of that transfer agent or
approve a change in the location through which that transfer agent acts, except
that we will be required to maintain a transfer agent in each place of payment
for such series. We may at any time designate additional transfer agents for any
series of debt securities.

Neither we nor any trustee shall be required to:

- issue, register the transfer of or exchange debt securities of any series
during a period beginning at the opening of business 15 days before the
day that the notice of redemption of any debt securities selected for
redemption is mailed and ending at the close of business on the day of
mailing;

- register the transfer of or exchange any debt security, or portion
thereof, so selected for redemption, in whole or in part, except the
unredeemed portion of any debt security being redeemed in part; and

- issue, register the transfer of or exchange any debt security that has
been surrendered for repayment at the option of the holder, except the
portion, if any, of that debt security not to be so repaid.

MERGER, CONSOLIDATION OR SALE OF ASSETS

The indentures provide that we may, without the consent of the holders of
any outstanding debt securities, (1) consolidate with, (2) sell, lease or convey
all or substantially all of our assets to, or (3) merge with or into, any other
entity provided that:

— either we are the continuing entity, or the successor entity, if other
than us, assumes our obligations (A) to pay the principal of, and any
premium and interest on, all of the debt
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securities and (B) to duly perform and observe all of our covenants and
conditions contained in each indenture;

- immediately after giving effect to the transaction and treating any
indebtedness that becomes our obligation or the obligation of any of our
subsidiaries as having been incurred by us or by that subsidiary at the
time of the transaction, no event of default under the indentures, and no
event which, after notice or the lapse of time, or both, would become an
event of default under the indentures, occurs and continues; and

- an officers' certificate and legal opinion covering these conditions are
delivered to each trustee.

COVENANTS

EXISTENCE. Except as permitted under "--Merger, consolidation or sale of
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assets," the indentures require us to do or cause to be done all things
necessary to preserve and keep in full force and effect our existence, rights
and franchises. However, the indentures do not require us to preserve any right
or franchise if we determine that any right or franchise is no longer desirable
in the conduct of our business.

MAINTENANCE OF PROPERTIES. If we determine that is necessary in order to
properly and advantageously carry on our business, the indentures require us to:

— cause all of our material properties used or useful in the conduct of our
business or the business of any of our subsidiaries to be maintained and
kept in good condition, repair and working order and supplied with all
necessary equipment; and

- cause to be made all necessary repairs, renewals, replacements,
betterments and improvements thereof.

However, the indentures do not prohibit us or our subsidiaries from selling
or otherwise disposing of our respective properties for value in the ordinary
course of business.

INSURANCE. The indentures require our insurable properties to be insured
against loss or damage in an amount deemed reasonable by our board of directors
with insurers of recognized responsibility.

PAYMENT OF TAXES AND OTHER CLAIMS. The indentures require us to pay,
discharge or cause to be paid or discharged, before they become delinquent:

- all taxes, assessments and governmental charges levied or imposed on us,
our subsidiaries or our subsidiaries' income, profits or property; and

- all lawful claims for labor, materials and supplies which, if unpaid,
might by law become a lien upon our or our subsidiaries' property.

However, we will not be required to pay, discharge or cause to be paid or
discharged any of these taxes, assessments, charges or claims if we are
contesting the amount, applicability or validity in good faith and by
appropriate proceedings.

PROVISION OF FINANCIAL INFORMATION. The indentures require us, within
15 days of each of the respective dates by which we are required to file annual
reports, quarterly reports and other documents with the SEC, (1) to mail to all
holders of debt securities, as their names and addresses appear in the
applicable register for those debt securities, without cost to such holders,
copies of the annual reports, quarterly reports and other documents that we file
with the SEC under Section 13 or Section 15(d) of the Exchange Act, and (2) to
supply, promptly upon written request and payment of the reasonable cost of
duplication and delivery, copies of those documents to any prospective holder.

ADDITIONAL COVENANTS. The applicable prospectus supplement will set forth
any additional covenants of AvalonBay relating to any series of debt securities.

18
EVENTS OF DEFAULT, NOTICE AND WAIVER
Unless the applicable prospectus supplement states otherwise, when we refer
to "events of default" as defined in the indentures with respect to any series

of debt securities, we mean:

- default in the payment of any installment of interest on any debt security
of that series continuing for 30 days;
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- default in the payment of principal of, or any premium (or make-whole
amount) on, any debt security of that series at its maturity;

- default in making any sinking fund payment as required for any debt
security of that series;

— default in the performance or breach of any other covenant or warranty of
AvalonBay contained in the indenture continuing for 60 days after written
notice to AvalonBay as provided in the applicable indenture;

(1) a default under any bond, debenture or note having an aggregate
principal amount of at least $25,000,000; or
(2) a default under any indenture or instrument under which there may be
issued, secured or evidenced any existing or later created indebtedness
for money borrowed by us or our subsidiaries in an aggregate principal
amount of at least $25,000,000,
if the default results in the indebtedness becoming or being declared due
and payable prior to the date it otherwise would have, without that
indebtedness having been discharged, or the acceleration having been
rescinded or annulled, within 10 days after notice to the Company
specifying the default;

- bankruptcy, insolvency or reorganization, or court appointment of a
receiver, liquidator or trustee of AvalonBay or any significant subsidiary
of AvalonBay; and

- any other event of default provided with respect to a particular series of
debt securities.

When we use the term "significant subsidiary," we refer to the meaning given
to that term in Rule 1-02 of Regulation S-X promulgated under the Securities
Act.

If an event of default occurs and is continuing with respect to debt
securities of any series outstanding, then the applicable trustee or the holders
of 25% or more in principal amount of the debt securities of that series will
have the right to declare the principal amount of all the debt securities of
that series to be due and payable. If the debt securities of that series are
original issue discount securities or indexed securities, then the applicable
trustee or the holders of 25% or more in principal amount of the debt securities
of that series will have the right to declare the portion of the principal
amount that the terms of those debt securities specify to be due and payable.
However, at any time after the trustee or those holders have made a declaration
of acceleration, but before the trustee has obtained a judgment or decree for
payment of the money due, the holders of at least a majority in principal amount
of outstanding debt securities of that series or of all debt securities then
outstanding under the applicable indenture may rescind and annul that
declaration and its consequences if:

- we have deposited with the applicable trustee all required payments of the
principal, any premium (or make-whole amount), and interest, plus
applicable fees, expenses, disbursements and advances of the applicable
trustee; and

- all events of default, other than the non-payment of accelerated
principal, or a specified portion thereof, and any premium (or make-whole
amount), have been cured or waived.

The indentures also provide that the holders of at least a majority in
principal amount of the outstanding debt securities of any series or of all debt
securities then outstanding under the applicable
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indenture may on behalf of all holders waive any past default with respect to
that series and its consequences, except a default:

- in the payment of the principal, any premium (or make-whole amount) or
interest;

- in respect of a covenant or provision contained in the applicable
indenture that cannot be modified or amended without the consent of the
holder of the outstanding debt security that is affected by the default;
or

- in respect of a covenant or provision for the benefit or protection of the
trustee, without its express written consent.

The indentures require each trustee to give notice to the holders of debt
securities within 90 days of a default unless that default has been cured or
waived. However, the trustee may withhold notice if specified responsible
officers of the trustee consider withholding that notice to be in the interest
of the holders of debt securities. The trustee may not withhold notice of a
default in the payment of principal, any premium or interest on any debt
security of that series or in the payment of any sinking fund installment in
respect of any debt security of that series.

The indentures provide that holders of debt securities of any series may not
institute any proceedings, judicial or otherwise, with respect to that indenture
or for any remedy under the indenture, unless the trustee fails to act for a
period of 60 days after the trustee has received a written request to institute
proceedings in respect of an event of default from the holders of 25% or more in
principal amount of the outstanding debt securities of that series, as well as
an offer of indemnity reasonably satisfactory to the trustee. However, this
provision will not prevent any holder of debt securities from instituting suit
for the enforcement of payment of the principal of, and any premium (or
make-whole amount) and interest on, those debt securities at the respective due
dates.

The indentures provide that, subject to provisions in each indenture
relating to its duties in the case of a default, a trustee has no obligation to
exercise any of its rights or powers at the request or direction of any holders
of any series of debt securities then outstanding under the indenture, unless
the holders have offered to the trustee reasonable security or indemnity. The
holders of at least a majority in principal amount of the outstanding debt
securities of any series or of all debt securities then outstanding under an
indenture shall have the right to direct the time, method and place of
conducting any proceeding for any remedy available to the applicable trustee, or
of exercising any trust or power conferred upon the trustee. However, a trustee
may refuse to follow any direction which:

— is in conflict with any law or the applicable indenture;
- may involve the trustee in personal liability; or

- may be unduly prejudicial to the holders of debt securities of the series
not joining the proceeding.

Within 120 days after the close of each fiscal year, we will be required to
deliver to each trustee a certificate, signed by one of several specified
officers of AvalonBay stating whether or not that officer has knowledge of any
default under the applicable indenture. If the officer has knowledge of any
default, the notice must specify the nature and status of the default.
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MODIFICATION OF THE INDENTURES

The indentures provide that modifications and amendments may be made only
with the consent of the affected holders of at least a majority in principal
amount of all outstanding debt securities issued

20

under that indenture. However, none of these modifications or amendments may,
without the consent of the holders of the debt securities affected by the
modification or amendment:

change the stated maturity of the principal of, or any premium (or
make-whole amount) on, or any installment of principal of or interest on,
any of those debt securities;

reduce the principal amount of, the rate or amount of interest on or any
premium (or make-whole amount) payable on redemption of any of those debt
securities;

reduce the amount of principal of an original issue discount security that
would be due and payable upon declaration of acceleration of the maturity
thereof or would be provable in bankruptcy, or adversely affect any right
of repayment of the holder of any of those debt securities;

change the place of payment or the coin or currency for payment of
principal of, or any premium (or make-whole amount) or interest on, any of
those debt securities;

impair the right to institute suit for the enforcement of any payment on
or with respect to any of those debt securities;

reduce the percentage in principal amount of any outstanding debt
securities necessary to modify or amend the applicable indenture with
respect to those debt securities, to waive compliance with particular
provisions thereof or defaults and consequences thereunder or to reduce
the quorum or voting requirements set forth in the applicable indenture;
and

modify any of the foregoing provisions or any of the provisions relating
to the waiver of particular past defaults or covenants, except to increase
the required percentage to effect that action or to provide that some of
the other provisions may not be modified or waived without the consent of
the holder of that debt security.

The holders of a majority in aggregate principal amount of the outstanding
debt securities of each series may, on behalf of all holders of debt securities
of that series, waive, insofar as that series is concerned, our compliance with
material restrictive covenants of the applicable indenture.

AvalonBay and the respective trustee may make modifications and amendments
of an indenture without the consent of any holder of debt securities for any of

the following purposes:

- to evidence the succession of another person to us as obligor under that

indenture;

- to add to the covenants of AvalonBay for the benefit of the holders of all

or any series of debt securities or to surrender any right or power
conferred upon us in that indenture;
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- to add events of default for the benefit of the holders of all or any
series of debt securities;

- to add or change any provisions of an indenture (1) to facilitate the
issuance of, or to change or eliminate restrictions on the payment of
principal of, or premium (or make-whole amount) or interest on, debt
securities in bearer form, or (2) to permit or facilitate the issuance of
debt securities in uncertificated form, provided that this action shall
not adversely affect the interests of the holders of the debt securities
of any series in any material respect;

- to change or eliminate any provisions of an indenture, provided that the
change or elimination shall become effective only when there are no debt
securities outstanding of any series created before that change which are
entitled to the benefit of that provision;

- to secure the debt securities;
- to establish the form or terms of debt securities of any series;
21

- to provide for the acceptance of appointment by a successor trustee or
facilitate the administration of the trusts under an indenture by more
than one trustee;

- to cure any ambiguity, defect or inconsistency in an indenture, provided
that this action shall not adversely affect the interests of holders of
debt securities of any series issued under that indenture; and

- to supplement any of the provisions of an indenture to the extent
necessary to permit or facilitate defeasance and discharge of any series
of the debt securities, provided that this action shall not adversely
affect the interests of the holders of the outstanding debt securities of
any series.

VOTING

The indentures provide that in determining whether the holders of the
requisite principal amount of outstanding debt securities of a series have given
any request, demand, authorization, direction, notice, consent or waiver under
the indentures or whether a quorum is present at a meeting of holders of debt
securities:

— the principal amount of an original issue discount security that shall be
deemed to be outstanding shall be the amount of the principal thereof that
would be due and payable as of the date of that determination upon
declaration of acceleration of the maturity thereof;

- the principal amount of any debt security denominated in a foreign
currency that shall be deemed outstanding shall be the United States
dollar equivalent, determined on the issue date for that debt security, of
the principal amount or, in the case of an original issue discount
security, the United States dollar equivalent on the issue date of that
debt security of the amount determined as provided in the preceding bullet
point;

— the principal amount of an indexed security that shall be deemed
outstanding shall be the principal face amount of that indexed security at
original issuance, unless otherwise provided for that indexed security
under the applicable indenture; and
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- debt securities owned by us or any other obligor upon the debt securities
or by any affiliate of ours or of any other obligor shall be disregarded.

The indentures contain provisions for convening meetings of the holders of
debt securities of a series. A meeting will be permitted to be called at any
time by the applicable trustee, and also, upon request, by us or the holders of
at least 25% in principal amount of the outstanding debt securities of that
series, in each case upon notice given as provided in the applicable indenture.
Except for any consent that must be given by the holder of each debt security
affected by the modifications and amendments of an indenture described above,
any resolution presented at a meeting or adjourned meeting duly reconvened at
which a quorum is present may be adopted by the affirmative vote of the holders
of a majority of the aggregate principal amount of the outstanding debt
securities of that series represented at that meeting.

Notwithstanding the preceding paragraph, except as referred to above, any
resolution relating to a request, demand, authorization, direction, notice,
consent, waiver or other action that may be made, given or taken by the holders
of a specified percentage, which is less than a majority, of the aggregate
principal amount of the outstanding debt securities of a series may be adopted
at a meeting or adjourned meeting duly reconvened at which a quorum is present
by the affirmative vote of the specified percentage.

Any resolution passed or decision taken at any properly held meeting of
holders of debt securities of any series will be binding on all holders of that
series. The quorum at any meeting called to adopt a resolution, and at any
reconvened meeting, will be persons holding or representing a majority in
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principal amount of the outstanding debt securities of a series. However, if any
action is to be taken relating to a consent or waiver which may be given by the
holders of at least a specified percentage in principal amount of the
outstanding debt securities of a series, the persons holding that percentage
will constitute a quorum.

Notwithstanding the foregoing provisions, the indentures provide that if any
action is to be taken at a meeting with respect to any request, demand,
authorization, direction, notice, consent, waiver and other action that the
applicable indenture expressly provides may be made, given or taken by the
holders of a specified percentage in principal amount of all outstanding debt
securities affected by that action, or of the holders of that series and one or
more additional series:

— there shall be no minimum quorum requirement for the meeting; and

— the principal amount of the outstanding debt securities of that series
that vote in favor of the request, demand, authorization, direction,
notice, consent, waiver or other action shall be taken into account in
determining whether that request, demand, authorization, direction,
notice, consent, waiver or other action has been made, given or taken
under that indenture.

SUBORDINATION

Unless otherwise provided in the applicable prospectus supplement,
subordinated securities will be subject to the following subordination
provisions.

Upon any distribution to our creditors in a liquidation, dissolution or

reorganization, the payment of the principal of and interest on any subordinated
securities will be subordinated to the extent provided in the applicable
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indenture in right of payment to the prior payment in full of all senior debt.
However, this will not affect our obligation to make payments of the principal
of and interest on the subordinated securities in any other way. No payment of
principal or interest will be permitted to be made on subordinated securities at
any time if a default on senior debt exists that permits the holders of the
senior debt to accelerate its maturity and the default is the subject of
judicial proceedings or we receive notice of the default. After all senior debt
is paid in full and until the subordinated securities are paid in full, holders
of subordinated securities will be subrogated to the rights of holders of senior
debt to the extent that distributions otherwise payable to holders of
subordinated securities have been applied to the payment of senior debt. The
subordinated indenture will not restrict the amount of senior debt or other
indebtedness of AvalonBay and its subsidiaries. As a result of these
subordination provisions, in the event of a distribution of assets upon
insolvency, holders of subordinated securities may recover less, ratably, than
our general creditors.

"Senior Debt" will be defined in the applicable indenture as the principal
of and interest on, or substantially similar payments to be made by us in
respect of, the following, whether outstanding at the date of execution of the
applicable indenture or subsequently incurred, created or assumed:

- indebtedness incurred by us for money borrowed or represented by
purchase-money obligations;

- indebtedness incurred by us evidenced by notes, debentures, bonds, or
other securities issued under the provisions of an indenture, fiscal
agency agreement or other agreement;

— our obligations as lessee under leases of property either made as part of
any sale and leaseback transaction to which we are a party or otherwise;

- indebtedness of partnerships and joint ventures which is included in our
consolidated financial statements;

- indebtedness, obligations and liabilities of others in respect of which we
are liable contingently or otherwise to pay or advance money or property
or as guarantor, endorser or otherwise or which we have agreed to purchase
or otherwise acquire; and

- any binding commitment we have to fund any real estate investment or to
fund any investment in any entity making any real estate investment.
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In each case, the following will not be Senior Debt:

- any indebtedness, obligation or liability referred to in the preceding
clauses (1) that is outstanding and (2) the instrument creating or
evidencing that indebtedness, obligation or liability provides that the
same is not superior to or ranks on an equal basis with the subordinated
securities with respect to right of payment;

- any indebtedness, obligation or liability that is subordinated to
indebtedness incurred by us to substantially the same extent as or to a
greater extent than the subordinated securities are subordinated; and

- the subordinated securities.

No restrictions will be included in any indenture relating to subordinated
securities upon the creation of additional senior debt.
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If this prospectus is being delivered in connection with the offering of a
series of subordinated securities, the accompanying prospectus supplement or the
information incorporated in this prospectus by reference will set forth the
approximate amount of senior debt outstanding as of the end of our most recent
fiscal quarter.

DISCHARGE, DEFEASANCE AND COVENANT DEFEASANCE

Unless otherwise indicated in the applicable prospectus supplement, the
indentures allow us to discharge our obligations to holders of any series of
debt securities issued under any indenture when:

— either (1) all securities of that series have already been delivered to
the applicable trustee for cancellation; or (2) all securities of that
series have not already been delivered to the applicable trustee for
cancellation but (a) have become due and payable, (b) will become due and
payable within one year, or (c) if redeemable at our option, are to be
redeemed within one year, and we have irrevocably deposited with the
applicable trustee, in trust, funds in the currency or currencies,
currency unit or units or composite currency or currencies in which those
debt securities are payable, an amount sufficient to pay the entire
indebtedness on those debt securities in respect of principal (and any
premium or make-whole amount) and interest to the date of deposit if those
debt securities have become due and payable or, if they have not, to the
stated maturity or redemption date;

- we have paid or caused to be paid all other sums payable; and

— we have delivered to the trustee an officers' certificate and an opinion
of counsel stating the conditions to discharging the debt securities have
been satisfied.

Unless otherwise indicated in the applicable prospectus supplement, the
indentures provide that, upon our irrevocable deposit with the applicable
trustee, in trust, of an amount, in the currency or currencies, currency unit or
units or composite currency or currencies in which those debt securities are
payable at stated maturity, or government obligations, or both, applicable to
those debt securities, which through the scheduled payment of principal and
interest in accordance with their terms will provide money in an amount
sufficient to pay the principal of, and any premium (or make-whole amount) and
interest on, those debt securities, and any mandatory sinking fund or analogous
payments thereon, on the scheduled due dates of those amounts, we may elect
either:

- to defease and be discharged from any and all obligations with respect to
those debt securities; or

- to be released from our obligations with respect to those debt securities
under the applicable indenture or, if provided in the applicable
prospectus supplement, our obligations with respect to
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any other covenant, and any omission to comply with those obligations,
shall not constitute an event of default with respect to those debt
securities.

However, we may not elect to defease and be discharged from the obligation
to pay any additional amounts upon the occurrence of particular events of tax,
assessment or governmental charge with respect to payments on any debt
securities and the obligations to register the transfer or exchange of any debt
securities, to replace temporary or mutilated, destroyed, lost or stolen debt
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securities, to maintain an office or agency in respect of any debt securities,
or to hold monies for payment in trust.

The indentures only permit us to establish the trust described in the
paragraph above if, among other things, we have delivered to the applicable
trustee an opinion of counsel to the effect that the holders of the debt
securities will not recognize income, gain or loss for federal income tax
purposes as a result of the defeasance or covenant defeasance and will be
subject to federal income tax on the same amounts, in the same manner and at the
same times as would have been the case if the defeasance or covenant defeasance
had not occurred. The opinion of counsel, in the case of defeasance, will be
required to refer to and be based upon a ruling received from or published by
the Internal Revenue Service or a change in applicable federal income tax law
occurring after the date of the indenture. In the event of any defeasance, the
holders of those debt securities would be able to look only to the trust fund
for payment of principal, any premium (or make-whole amount), and interest.

When we use the term "government obligations," we mean securities that are:

— direct obligations of the United States or the government that issued the
foreign currency in which the debt securities of a particular series are
payable, for the payment of which its full faith and credit is pledged; or

— obligations of a person controlled or supervised by and acting as an
agency or instrumentality of the United States or other government that
issued the foreign currency in which the debt securities of that series
are payable, the payment of which is unconditionally guaranteed as a full
faith and credit obligation by the United States or the other government,
which are not callable or redeemable at the option of the issuer thereof
and shall also include a depository receipt issued by a bank or trust
company as custodian with respect to that government obligation or a
specific payment of interest on or principal of the government obligation
held by the custodian for the account of the holder of a depository
receipt. However, except as required by law, the custodian is not
authorized to make any deduction from the amount payable to the holder of
the depository receipt from any amount received by the custodian in
respect of the government obligation or the specific payment of interest
on or principal of the government obligation evidenced by the depository
receipt.

Unless otherwise provided in the applicable prospectus supplement, if after
we have deposited funds and/or government obligations to effect defeasance or
covenant defeasance with respect to debt securities of any series, (a) the
holder of a debt security of that series is entitled to, and does, elect under
the terms of the applicable indenture or the terms of the debt security to
receive payment in a currency, currency unit or composite currency other than
that in which the deposit has been made in respect of the debt security, or
(b) a conversion event occurs in respect of the currency, currency unit or
composite currency in which the deposit has been made, the indebtedness
represented by that debt security will be deemed to have been, and will be,
fully discharged and satisfied through the payment of the principal of, and
premium (or make-whole amount) and interest on, the debt security as it becomes
due out of the proceeds yielded by converting the amount so deposited in respect
of the debt security into the currency, currency unit or composite currency in
which the debt security becomes payable as a result of the election or cessation
of usage based on the applicable market exchange rate.

25
When we use the term "conversion event," we mean the cessation of use of:

- a currency, currency unit or composite currency both by the government of
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the country that issued the currency and for the settlement of
transactions by a central bank or other public institutions of or within
the international banking community;

- the European Currency Unit both within the European Monetary System and
for the settlement of transactions by public institutions of or within the
European Communities; or

— any currency unit or composite currency other than the European Currency
Unit for the purposes for which it was established.

Unless otherwise provided in the applicable prospectus supplement, all
payments of principal of, and premium, if any, and interest on, any debt
security that is payable in a foreign currency that ceases to be used by its
government of issuance shall be made in United States dollars.

In the event that (a) we effect covenant defeasance with respect to any debt
securities and (b) those debt securities are declared due and payable because of
the occurrence of any event of default, the amount in the currency, currency
unit or composite currency in which the debt securities are payable, and
government obligations on deposit with the applicable trustee, will be
sufficient to pay amounts due on those debt securities at the time of their
stated maturity but may not be sufficient to pay amounts due on those debt
securities at the time of the acceleration resulting from the event of default.
However, we would remain liable to make payments of any amounts due at the time
of acceleration. However, the events of default in (b) above shall not include
the event of default described in (1) the fourth bullet point under "--Events of
default, notice and waiver" with respect to specified sections of an indenture
or (2) the seventh bullet point under "--Events of default, notice and waiver"
with respect to any other covenant as to which there has been covenant
defeasance.

The applicable prospectus supplement may further describe the provisions, if
any, permitting defeasance or covenant defeasance, including any modifications
to the provisions described above, with respect to the debt securities of or
within a particular series.

CONVERSION RIGHTS

The terms and conditions, if any, upon which the debt securities are
convertible into common stock or preferred stock will be set forth in the
applicable prospectus supplement. The terms will include whether the debt
securities are convertible into shares of common stock or preferred stock, the
conversion price (or manner of calculation thereof), the conversion period,
provisions as to whether conversion will be at our option or the option of the
holders, the events requiring an adjustment of the conversion price and
provisions affecting conversion in the event of the redemption of the debt
securities and any restrictions on conversion, including restrictions directed
at maintaining our status as a REIT.

GLOBAL SECURITIES

The debt securities of a series may be issued in whole or in part in the
form of one or more global securities that will be deposited with, or on behalf
of, a depository identified in the applicable prospectus supplement relating to
that series. We expect to deposit any global securities that we issue in the
United States with The Depository Trust Company (DTC), as depository. We may
issue global securities in either registered or bearer form and in either
temporary or permanent form. We will describe the specific terms of the
depository arrangement with respect to a series of debt securities in the
applicable prospectus supplement relating to such series. We expect that unless
the applicable prospectus supplement provides otherwise, the following
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provisions will apply to depository arrangements.
26

Once a global security is issued, the depository for that global security or
its nominee will credit on its book-entry registration and transfer system the
respective principal amounts of the individual debt securities represented by
the global security to the accounts of participants that have accounts with the
depository. These accounts shall be designated by the underwriters, dealers or
agents with respect to the debt securities or by us if we offer the debt
securities directly. Ownership of beneficial interests in a global security will
be limited to participants with the depository or persons that may hold
interests through those participants.

We expect that, under procedures established by DTC, ownership of beneficial
interests in any global security for which DTC is the depository will be shown
on, and the transfer of that ownership will be effected only through, records
maintained by DTC or its nominee (with respect to beneficial interests of
participants with the depository) and records of participants (with respect to
beneficial interests of persons who hold through participants with the
depository). Neither we nor the trustee will have any responsibility or
liability for any aspect of the records of DTC or for maintaining, supervising
or reviewing any records of DTC or any of its participants relating to
beneficial ownership interests in the debt securities. The laws of some states
require that some purchasers of securities take physical delivery of the
securities in definitive form. These limits and laws may impair the ability to
own, pledge or transfer beneficial interest in a global security.

So long as the depository for a global security or its nominee is the
registered owner of the global security, that depository or nominee, as the case
may be, will be considered the sole owner or holder of the debt securities
represented by the global security for all purposes under the applicable
indenture. Except as described below or in the applicable prospectus supplement,
owners of beneficial interest in a global security will not be entitled to have
any of the individual debt securities represented by that global security
registered in their names, will not receive or be entitled to receive physical
delivery of any of those debt securities in definitive form and will not be
considered the owners or holders thereof under the applicable indenture.
Beneficial owners of debt securities evidenced by a global security will not be
considered the owners or holders thereof under the applicable indenture for any
purpose, including with respect to the giving of any direction, instructions or
approvals to the trustee under the indenture. Accordingly, each person owning a
beneficial interest in a global security with respect to which DTC is the
depository must rely on the procedures of DTC and, if that person is not a
participant with the depository, on the procedures of the participant through
which that person owns its interests, to exercise any rights of a holder under
the applicable indenture. We understand that, under existing industry practice,
if DTC requests any action of holders or if an owner of a beneficial interest in
a global security desires to give or take any action which a holder is entitled
to give or take under the applicable indenture, DTC would authorize the
participants who hold the relevant beneficial interests to give or take that
action, and those participants would authorize the relevant beneficial owners to
give or take those actions or would act upon the instructions of the beneficial
owners who hold through them.

Payments of principal of, and any premium (or make-whole amount) and
interest on, individual debt securities represented by a global security
registered in the name of a depository or its nominee will be made to or at the
direction of the depository or its nominee, as the case may be, as the
registered owner of the global security under the applicable indenture. Under
the terms of the applicable indenture, we and the trustee may treat the persons
in whose name debt securities, including a global security, are registered as
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the owners thereof for the purpose of receiving these payments. Consequently,
neither we nor the trustee have or will have any responsibility or liability for
the payment of these amounts to beneficial owners of debt securities including
principal, any premium (or make-whole amount) or interest. We believe, however,
that it is currently the policy of DTC to immediately credit the accounts of
relevant participants with these payments, in amounts proportionate to their
respective holdings of beneficial interests in the relevant global security as
shown on the records of DTC or its nominee. We also expect that payments by
participants to owners of beneficial
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interests in a global security held through DTC participants will be governed by
standing instructions and customary practices, as is the case with securities
held for the account of customers in bearer form or registered in street name,
and will be the responsibility of those participants. Redemption notices with
respect to any debt securities represented by a global security will be sent to
the depository or its nominee. If less than all of the debt securities of any
series are to be redeemed, we expect the depository to determine the amount of
the interest of each participant in the debt securities to be redeemed to be
determined by lot. Neither we, the trustee, any paying agent nor the security
registrar for any debt securities will have any responsibility or liability for
any aspect of the records relating to or payments made on account of beneficial
ownership interests in the global security for those debt securities or for
maintaining any records with respect to those debt securities.

Neither we nor the trustee will be liable for any delay by the holders of a
global security or the depository in identifying the beneficial owners of debt
securities, and we and the trustee may conclusively rely on, and will be
protected in relying on, instructions from the holder of a global security or
the depository for all purposes. The rules applicable to DTC and its
participants are on file with the SEC.

If a depository for any debt securities is at any time unwilling, unable or
ineligible to continue as depository and we do not appoint a successor
depository within 90 days, we will issue individual debt securities in exchange
for the global security representing those debt securities. In addition, we may
at any time and in our sole discretion, subject to any limitations described in
the prospectus supplement relating to those debt securities, determine not to
have any of those debt securities represented by one or more global securities
and in that event will issue individual debt securities in exchange for the
global security or securities representing those debt securities. Individual
debt securities so issued will be issued in denominations of $1,000 and integral
multiples of $1,000.

The debt securities of a series may also be issued in whole or in part in
the form of one or more bearer global securities that will be deposited with a
depository, or with a nominee for the depository, identified in the applicable
prospectus supplement. Any of these bearer global securities may be issued in
temporary or permanent form. The specific terms and procedures, including the
specific terms of the depository arrangement, with respect to any portion of a
series of debt securities to be represented by one or more bearer global
securities will be described in the applicable prospectus supplement.

NO RECOURSE

There is no recourse under any obligation, covenant or agreement in the
applicable indenture or with respect to any security against any of our or our
successor's past, present or future stockholders, employees, officers or

directors.

DESCRIPTION OF PREFERRED STOCK
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The following is a description of the material terms and provisions of our
preferred stock. It may not contain all of the information that is important to
you. Therefore, you should read our charter and bylaws before you purchase any
shares of our preferred stock.

GENERAL

Under our charter, AvalonBay is authorized to issue 50,000,000 shares of
preferred stock, of which 2,300,000 shares have been designated Series C
Preferred Stock and are currently outstanding, 3,450,000 shares have been
designated Series D Preferred Stock of which 3,267,700 are currently
outstanding, 1,000,000 shares have been designated Series E Junior Participating
Cumulative Preferred Stock and none of which are currently outstanding,
4,455,000 shares have been designated Series F Preferred Stock and are currently
outstanding, 4,300,000 shares have been designated Series G Preferred Stock and
are currently outstanding, and 4,600,000 shares have been designated Series H
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Preferred Stock of which 4,000,000 are currently outstanding. The Series C
Preferred Stock, Series D Preferred Stock, Series F Preferred Stock, Series G
Preferred Stock and Series H Preferred Stock are listed on the NYSE and PCX
under the symbols "AVB PrC," "AVB PrD," "AVB PrF," "AVB PrG," and "AVB PrH,"
respectively.

Shares of preferred stock may be issued from time to time, in one or more
series, as authorized by our board of directors. Prior to the issuance of shares
of each series, the board of directors is required by the Maryland General
Corporation Law and our charter to fix for each series, subject to the
provisions of the charter regarding excess stock, the terms, preferences,
conversion or other rights, voting powers, restrictions, limitations as to
dividends or other distributions, qualifications and terms or conditions of
redemption, as are permitted by Maryland law. The preferred stock will, when
issued following the receipt of full consideration for the shares of preferred
stock, be fully paid and nonassessable and will have no preemptive rights. Our
board of directors could authorize the issuance of shares of preferred stock
with terms and conditions that could have the effect of discouraging a takeover
or other transactions that holders of common stock might believe to be in their
best interests or in which holders of some, or a majority, of the shares of
common stock might receive a premium for their shares over the then market price
of the shares of common stock.

TERMS

You should refer to the prospectus supplement relating to the offering of a
series of preferred stock for the specific terms of that series, including:

their title and stated value;

— the number of shares of preferred stock offered, the ligquidation
preference per share and the offering price;

- the applicable dividend rate(s), period(s) and payment date(s) or
method(s) of calculation thereof;

- the date from which dividends on the preferred stock shall accumulate, if
applicable;

- any procedures for auction and remarketing;

- any provision for a sinking fund;
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- any applicable provision for redemption;
- any securities exchange listing;

— the terms and conditions of convertibility into common stock, including
the conversion price or rate or manner of calculation thereof;

- any other specific terms, preferences, rights, limitations or
restrictions;

- a discussion of applicable federal income tax considerations;

— the relative ranking and preference as to dividend rights and rights upon
our liquidation, dissolution or the winding up of our affairs;

- any limitations on issuance of any series of preferred stock ranking
senior to or on a parity with the series of preferred stock as to dividend
rights and rights upon our liquidation, dissolution or the winding up of
our affairs; and

— any limitations on direct or beneficial ownership and restrictions on
transfer, in each case as may be appropriate to preserve our status as a
RETIT.
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RANK

Unless otherwise specified in the applicable prospectus supplement, the
preferred stock will, with respect to dividend rights and rights upon a
liquidation, dissolution or winding up of our affairs, rank:

- senior to all classes or series of our common stock, and to all equity
securities ranking junior to the preferred stock with respect to dividend
rights or rights upon liquidation, dissolution or winding up of our
affairs;

- on a parity with all equity securities issued by us, the terms of which
specifically provide that those equity securities rank on a parity with
the preferred stock with respect to dividend rights or rights upon
liquidation, dissolution or winding up of our affairs; and

- Jjunior to all equity securities issued by us, the terms of which
specifically provide that those equity securities rank senior to the
preferred stock with respect to dividend rights or rights upon
liquidation, dissolution or winding up of our affairs.

The term "equity securities" does not include convertible debt securities.
DIVIDENDS

Holders of the preferred stock of each series will be entitled to receive
cash dividends when, as and if declared by our board of directors. We will pay
dividends out of assets that are legally available for payment of dividends. We
will specify the rate(s) of dividends and the dates that we will pay dividends
in the applicable prospectus supplement. Dividends will be payable to holders of
record as they appear on our stock transfer books on any record dates fixed by
our board of directors.

Dividends on any series of the preferred stock may be cumulative or
non-cumulative, as provided in the applicable prospectus supplement. Dividends,
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if cumulative, will be cumulative from and after the date set forth in the
applicable prospectus supplement. If our board of directors fails to declare a
dividend payable on a dividend payment date on any series of the preferred stock
for which dividends are non-cumulative, then the holders of that series of the
preferred stock will have no right to receive a dividend in respect of the
dividend period ending on that dividend payment date. Accordingly, we will have
no obligation to pay the dividend accrued for that period, whether or not
dividends on that series are declared payable on any future dividend payment
date.

If preferred stock of any series is outstanding, we will not declare, pay or
set aside funds to pay dividends on any other series of our capital stock
ranking, as to dividends, on a parity with or junior to the preferred stock of
that series for any period unless:

- if that series of preferred stock has a cumulative dividend, we have
declared and paid or contemporaneously declare and pay or set aside funds
to pay full cumulative dividends on the preferred stock of that series for
all past dividend periods and the then current dividend period; or

— 1f that series of preferred stock does not have a cumulative dividend, we
have declared and paid or contemporaneously declare and pay or set aside
funds to pay full dividends on the preferred stock of that series for the
then current dividend period.

We must declare all dividends pro rata on all series of preferred stock that
rank on a parity with the series of preferred stock upon which we paid dividends
if we did not pay or set aside funds to pay dividends on the series of preferred
stock in full. We must declare dividends pro rata to ensure that the amount of
dividends declared per share of preferred stock bears in all cases the same
ratio that accrued dividends per share of preferred stock bears to each other.
We will not accumulate unpaid dividends for prior dividend periods with respect
to accrued dividends on preferred stock that does not

30

have cumulative dividends. No interest, or sum of money in lieu of interest,
will be payable in respect of any payments that may be in arrears.

Except as provided in the immediately preceding paragraph, unless:

- 1f a series of preferred stock has a cumulative dividend, we have declared
and paid or contemporaneously declare and pay or set aside funds to pay
full cumulative dividends for all past dividend periods and the then
current dividend period; or

- 1f a series of preferred stock does not have a cumulative dividend, we
have declared and paid or contemporaneously declare and pay or set aside
funds to pay full dividends for the then current dividend period,

we will not: (1) declare, pay or set aside funds to pay dividends or declare or
make any other distribution upon the common stock or any other shares of our
stock ranking junior to or on a parity with the preferred stock of that series
as to dividends or upon liquidation; (2) redeem, purchase or otherwise acquire
for any consideration any common stock, or any other shares of our stock ranking
junior to or on a parity with the preferred stock of that series as to
dividends; nor (3) pay any monies to or make any monies available for a sinking
fund to redeem any shares of our common stock or any of those other shares,
except by conversion into or exchange for other shares of our capital stock that
rank junior to the preferred stock of that series as to dividends or
liquidation. However, we may declare or set aside dividends in common stock or
other shares of capital stock ranking junior to the preferred stock of that
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series as to dividends and upon liquidation.

Any dividend payment we make on a series of preferred stock shall first be
credited against the earliest accrued but unpaid dividend due with respect to
shares of that series which remains payable.

REDEMPTION

A prospectus supplement may provide that the preferred stock will be subject
to mandatory redemption or redemption at our option, in whole or in part, upon
the terms, at the times and at the redemption prices set forth in that
prospectus supplement.

The prospectus supplement relating to a series of preferred stock that is
subject to mandatory redemption will specify the number of shares that will be
redeemed in each year commencing after a specified date at a specified
redemption price per share, together with an amount equal to all accrued and
unpaid dividends thereon to the date of redemption. Unless the shares have a
cumulative dividend, the accrued dividends will not include any accumulation in
respect of unpaid dividends for prior dividend periods. We may pay the
redemption price in cash or other property, as specified in the applicable
prospectus supplement. If the redemption price for preferred stock of any series
is payable only from the net proceeds of the issuance of shares of our capital
stock, the terms of that series of preferred stock may provide that, if no
shares of our capital stock have been issued or to the extent the net proceeds
from any issuance are insufficient to pay in full the aggregate redemption price
then due, the preferred stock will automatically and mandatorily convert into
the applicable shares of our capital stock under the conversion provisions
specified in the applicable prospectus supplement.

However, we will not redeem any preferred stock of a series unless:

- if that series of preferred stock has a cumulative dividend, we have
declared and paid or contemporaneously declare and pay or set aside funds
to pay full cumulative dividends on the preferred stock for the past and
current dividend periods; or

— 1f that series of preferred stock does not have a cumulative dividend, we
have declared and paid or contemporaneously declare and pay or set aside
funds to pay full dividends on the preferred stock for the current
dividend period.
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However, unless the prospectus supplement relating to a series of preferred
stock provides otherwise, we will not redeem any preferred stock of a series
unless we redeem all outstanding preferred stock of that series simultaneously.

In addition, we will not acquire any preferred stock of a series unless:

- 1f that series of preferred stock has a cumulative dividend, we have
declared and paid or contemporaneously declare and pay or set aside funds
to pay full cumulative dividends on all outstanding shares of that series
of preferred stock for all past dividend periods and the then current
dividend period; or

— 1f that series of preferred stock does not have a cumulative dividend, we
have declared and paid or contemporaneously declare and pay or set aside
funds to pay full dividends on the preferred stock of that series for the
then current dividend period.

However, at any time we may purchase or acquire preferred stock of that
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series (1) to preserve our status as a REIT, (2) in accordance with a purchase
or exchange offer made on the same terms to holders of all outstanding preferred
stock of that series or (3) by conversion into or exchange for shares of our
capital stock ranking junior to the preferred stock of that series as to
dividends and upon liquidation.

If fewer than all of the outstanding shares of preferred stock of any series
are to be redeemed, we will determine the number of shares that may be redeemed
pro rata from the holders of record of those shares in proportion to the number
of shares held or for which redemption is requested by the holder or by any
other equitable manner that we determine. This determination will reflect
adjustments to avoid redemption of fractional shares.

We will mail notice of redemption at least 30 days but not more than
60 days before the redemption date to each holder of record of preferred stock
to be redeemed at the address shown on our stock transfer books. Each notice
shall state:

- the redemption date;

- the number of shares and series to be redeemed;

- the redemption price;

— the place or places where certificates are to be surrendered for payment
of the redemption price;

- that dividends on the shares to be redeemed will cease to accrue on the
redemption date;

- the date upon which the holder's conversion rights, if any, as to the
shares shall terminate; and

- the specif
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