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PART |

This Form 10-K contains forward-looking statemeaithin the meaning of Section 27A of the Securittes of 1933 and Section 21E of the Securities Exgfe Act of

1934. Our actual results could differ materiallgrfr those set forth in each forward-looking statetm@grtain factors that might cause such a diffeeesre discussed in
this report, including in the section entitled “Ra@rd-Looking Statements” included in this Form 10¥6u should also review Item 1a., “Risk Factofey’a discussion
of various risks that could adversely affect us.

ITEM 1. BUSINESS
General

AvalonBay Communities, Inc. (the “Company,” whi@hr, unless the context otherwise requires, réfefszalonBay Communities, Inc. together with itdsidiaries)
is a Maryland corporation that has elected to batéd as a real estate investment trust, (“REfoi)federal income tax purposes. We engage in ¢éveldpment,
redevelopment, acquisition, ownership and operaifanultifamily communities in high barrier to eptmarkets of the United States. These barriersitiy generally
include a difficult and lengthy entitlement procesth local jurisdictions and dense urban or subarbreas where zoned and entitled land is in ldvsteply. Our
markets are located in New England, the New YoriW/Nersey metro area, the Washington DC Metro #neaylidwest, the Pacific Northwest, and the Nonthend
Southern California regions of the United States.fdtus on these markets because we believe teattw long-term, a limited new supply of apartmemines and
lower housing affordability in these markets wdkult in higher growth in cash flows relative thet markets.

At January 31, 2010, we owned or held a direchdiréct ownership interest in:

« 164 operating apartment communities containing 37 gpartment homes in ten states and the Disfricbtumbia, of which, 140 were consolidal
communities containing 42,108 apartment homesgtboenmunities containing 983 apartment homes weleldy joint ventures in which we own an interest,
and 21 communities containing 4,540 apartment hamees owned by the Funds (as defined below). Sefiéme consolidated communities containing 2,615
apartment homes were under redevelopment, as destbelow

e seven communities under construction that are éggedo contain an aggregate of 2,438 apartment evhen completed; ar
« rights to develop an additional 28 communities,tliateveloped in the manner expected, will contirestimated 7,180 apartment hon

We generally obtain ownership in an apartment comityy developing a new community on vacant lantyacquiring an existing community. In selectsitgs for
development or acquisition, we favor locations #rat near expanding employment centers and comiteni¢ransportation, recreation areas, entertamnsdopping ar
dining.

Our consolidated real estate investments conststeofollowing reportable segments: Established @amities, Other Stabilized Communities and
Development/Redevelopment Communities. Establi€@mdmunities are generally operating communitiesweae owned and had stabilized occupancy and tipgra
expenses as of the beginning of the prior year thathyear-over-year comparisons are meaningfiileO&tabilized Communities are generally all othygerating
communities that have stabilized occupancy andatipey expenses during the current year, but théinod achieved stabilization as of the beginninthefprior year
such that year-over-year comparisons are not mghunias well as communities that are planned fepadsition during the current year. Development/Retigment
Communities consist of communities that are undestruction, communities where substantial redgralent is in progress or is planned to begin duttregcurrent
year and communities under lease-up. A more ddtdiscription of these segments and other relafedhation can be found in Note 9, “Segment Repgrtiof the
Consolidated Financial Statements set forth in 18ofi this report.

Our principal financial goal is to increase longatestockholder value through the development, aitijom, operation and, when appropriate, dispasitibapartments in
our markets. To help fulfill this goal, we reguijafl) monitor our investment allocation by geograpmarket and product type, (ii) develop, redevedop acquire an
interest in apartment communities in high barmeemtry markets with growing or high potential &t@mand and
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high for-sale housing costs, (iii) selectively sgiartment communities that no longer meet our-teng strategy or when opportunities are presetutedalize a portion
of the value created through our investment andpley the proceeds from those sales, and (iv) emdéa maintain a capital structure that is aligméth our business
risks with a view to maintaining continuous accessost-effective capital. Our time-tested stratesgip be leaders in customer insight, market meseand capital
allocation, delivering a range of multifamily offilegs tailored to serve the needs of the most dittercustomer segments in the best-performing Unsukets. A
substantial majority of our current communities apscale, which generally command among the higleess in their markets. However, we also purseeotlinership
and operation of apartment communities that tesigetriety of customer segments and price pointssistent with our goal of offering a broad rangefducts and
services.

During the three years ended December 31, 2009ydirg activity for the Funds (as defined belowg acquired one apartment community. This commuiipancial
results are consolidated for financial reportingpmses. During the same three-year period, exdudigpositions in which we retained an ownershiprigst, we
disposed of 19 apartment communities, disposedefimvestment in a real estate joint venture amdpteted the development of 30 apartment commuratiesthe
redevelopment of 10 apartment communities.

During this period, we also realized gains fromshke of a community owned by AvalonBay Value Adé&eaid, L.P. (“Fund I”), an institutional discretiany
investment fund, which we manage and in which wa avt5.2% interest. Fund | acquired communitiek @it objective of either redeveloping or repositig them,
or taking advantage of market cycle timing and iowed operating performance. From its inception erdlh 2005 through the close of its investment pieirno

March 2008, Fund | acquired 20 communities. Fusdldl one community in 2008.

In September 2008, we formed AvalonBay Value Adéedd I, L.P. (“Fund II"), an additional instituti@l discretionary investment fund which we manaugtia
which we currently own a 31.3% interest. After adgdadditional equity commitments in the second tguanf 2009, a total of five institutional invessaand the
Company collectively committed $400,000,000, of ethour commitment is $125,000,000. During 2009,d-limcquired two communities. A more detailed diggion
of Fund | and Fund Il (collectively, the “Fundshdthe related investment activity can be founthexdiscussion under Item |., “Business — Generdtirancing
Strategy” and Note 6, “Investments in Real Estatgties” of the Consolidated Financial Statementiem 8 of this report.

During 2009, we sold seven real estate assetdtingsim a gain in accordance with U.S. generatigepted accounting principles (“GAAP”) of $65,948)0

A further discussion of our development, redeveleptndisposition, acquisition, property managenaewt related strategies follows.
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Development StrategWe select land for development and follow establishrocedures that we believe minimize both thé @od the risks of development. As one of
the largest developers of multifamily rental apamincommunities in high barrier to entry marketshef United States, we identify development opputies through
local market presence and access to local marf@hiation achieved through our regional officesatidition to our principal executive office in Alxdria, Virginia,

we also maintain regional offices, administratifiéces or specialty offices in or near the folloginities:

. Boston, Massachuset

¢ Chicago, lllinois;

¢ Long Island, New York

. Los Angeles, Californie

. New York, New York;

¢ Newport Beach, Californi¢

e San Francisco, Californii

. San Jose, Californii

. Seattle, Washingtor

e Shelton, Connecticu

«  Virginia Beach, Virginia; an

. Woodbridge, New Jerse
We will be moving our principal executive office Aslington, Virginia by June 2010.

After selecting a target site, we usually negotfatethe right to acquire the site either throughogtion or a long-term conditional contract. Ops@nd long-term
conditional contracts generally allow us to acqtietarget site shortly before the start of cargiton, which reduces development-related risks@ederves capital.
However, as a result of competitive market condgifor land suitable for development, we have sonest acquired and held land prior to constructmmektended
periods while entitlements are obtained, or acquimed zoned for uses other than residential vhighpotential for rezoning. For further discussibour Development
Rights, refer to Item 2., “Communities” in this tep

We generally act as our own general contractorcandtruction manager, except for certain mid-rise ligh-rise apartment communities where we magt éteuse
third-party general contractors or construction agars. We generally perform these functions diydefthough we may use a wholly owned subsidiaothtor
ourselves and for the joint ventures and partnpssbi which we are a member or a partner. We belieis enables us to achieve higher constructiatityugreater
control over construction schedules and significarst savings. Our development, property managearghtonstruction teams monitor construction pregte ensure
quality workmanship and a smooth and timely tramsiinto the leasing and operating phase.

During periods where competition for developmentlég more intense, we may acquire improved lartd @xisting commercial uses and rezone the sitenfdti-
family residential use. During the period that veédithese buildings for future development, theragenue from these operations, which we consabetincidental, is
accounted for as a reduction in our investmenhéndevelopment pursuit and not as net income. We &kso participated, and may in the future pagét2, in master
planned or other large multi-use developments wivereommit to build infrastructure (such as roadd)e used by other participants or commit to aatanstruction
manager or general contractor in building structunespaces for third parties (such as municipaggs or parks). Costs we incur in connection thiése activities ma
be accounted for as additional invested capitéiéncommunity or we may earn fee income for progdhese services. Particularly with large scalean in-fill
developments, we may engage in significant envikemal remediation efforts to prepare a site forstarction.

Throughout this report, the term “development”sedi to refer to the entire property developmenkegyacluding pursuit of zoning approvals, procuestnof
architectural and engineering designs and the nari&in process. References to “construction” redehe actual construction of the property, whibnly one element
of the development cycle.

Redevelopment Strate. When we undertake the redevelopment of a commumir goal is to renovate and/or rebuild an exgstommunity so that our total
investment is generally below replacement costthaccommunity is well positioned in the market thiave attractive returns on our capital. We hastatdished a
dedicated group




of associates and procedures to control both theasal risks of redevelopment. Our redevelopmemh$e which include key redevelopment, construcaiod property
management personnel, monitor redevelopment pregvés believe we achieve significant cost savingadiing as our own general contractor. More imgoaiy, this
helps to ensure quality design and workmanshipsasiiooth and timely transition into the lease-up rstabilization phases.

Throughout this report, the term “redevelopmentised to refer to the entire redevelopment cynlduding planning and procurement of architectaral engineering
designs, budgeting and actual renovation work. ddteal renovation work is referred to as “recoredtam,” which is only one element of the redevel@mincycle.

Disposition StrategyWe sell assets that no longer meet our long-terategfy or when market conditions are favorable,v@ededeploy the proceeds from those sales to
develop, redevelop and acquire communities andkalance our portfolio across or within geograpégions. This also allows us to realize a portibthe value

created through our investments and provides additiliquidity. We are then able to redeploy thepreceeds from our dispositions in lieu of raisthgt amount of
capital externally. When we decide to sell a comityumve solicit competing bids from unrelated pestfor these individual assets and consider ttes galce of each
proposal.

Acquisition StrategyOur core competencies in development and redevednpdiscussed above allow us to be selective iatheisitions we target. Acquisitions allow
us to achieve rapid penetration into markets inctvlave desire an increased presence. Acquisitiorsdespositions) also help us achieve our desiredyct mix or
rebalance our portfolio. In September 2008, we fmirRund Il, which serves as the exclusive vehtaleugh which we acquire additional investmentsparement
communities until the earlier of September 201 L@l 90% of its committed capital is invested, gaib to limited exceptions. As of December 31, 200¢nd Il had
acquired two communities.

Property Management Strate. We seek to increase operating income throughvigiinee, proactive property management that wilutei higher revenue from
communities while constraining operating expen&es.principal strategies to maximize revenue inelud

«  strong focus on resident satisfacti

« staggering lease terms such that lease expirai@nisetter matched to traffic patter

¢ balancing high occupancy with premium pricing, émfeasing rents as market conditions permit;
¢ managing community occupancy for optimal rentatrewe levels

Constraining growth in operating expenses is amatkg in which we seek to increase earnings gro®tiowth in our portfolio and the resulting increaseevenue
allows for fixed operating costs to be spread @vkarger volume of revenue, thereby increasingapey margins. We constrain growth in operatingesges in a
variety of ways, which include the following, amoothers:

e we use purchase order controls, acquiring goodsaruices from pr-approved vendor:
¢ we purchase supplies in bulk where possi
¢ we bid thirc-party contracts on a volume bas

e we strive to retain residents through high lewélservice in order to eliminate the cost of prapaan apartment home for a new resident anddoce
marketing and vacant apartment utility co

« we perform turnover work -house or hire third parties, generally dependingnupe least costly alternativ
« we undertake preventive maintenance regularly teirmae resident satisfaction and property and emeipt life; anc
e we aggressively pursue real estate tax apf

On-site property management teams receive bonasesl!ltargely upon the net operating income (“N@fduced at their respective communities. We use an
continuously seek ways to improve technology apgilims to help manage our communities, believirg tie accurate collection of financial and residkta will
enable us to maximize revenue and control costaitfir careful leasing decisions, maintenance dewsaod financial management.

4




We generally manage the operation and leasingitgotizfour communities directly (although we mayewswholly owned subsidiary) both for ourselves tredjoint
ventures and partnerships of which we are a meotepartner.

From time to time we also pursue or arrange amgibarvices for our residents to provide additiaeakenue sources or increase resident satisfadtigeneral, as a
REIT we cannot directly provide services to ouratets that are not customarily provided by a lardjlaor can we share in the income of a third pidudy provides such
services. However, we can provide such non-custps®mwices to residents or share in the revenue fnach services if we do so through a “taxable R&iBsidiary,”
which is a subsidiary that is treated as a “C cafion” and is therefore subject to federal incdmees.

Financing StrategyWe maintain a capital structure that provides faialrflexibility to ensure we can select cost effee capital market options that are well matched t
our business risks. We estimate that our short-tiguidity needs will be met from cash on hand,rbaings under our $1,000,000,000 revolving variabte unsecured
credit facility (the “Credit Facility”), sales ofucrent operating communities and/or issuance oitiadd! debt or equity securities. A determinatiorengage in an equity
or debt offering depends on a variety of factoxshsas general market and economic conditions, dinfuinterest rates, our short and long-term ligyideeds, the
adequacy of our expected liquidity sources, thatirg costs of debt and equity capital and grovapaootunities. A summary of debt and equity actidythe last three
years is reflected on our Consolidated Stateme@iash Flows of the Consolidated Financial Statessett forth in Item 8 of this report.

We have entered into, and may continue in the éutoienter into, joint ventures (including limitkability companies or partnerships) through whieé would own an
indirect economic interest of less than 100% ofatkemunity or communities owned directly by sudntjeentures. Our decision whether to hold an apent
community in fee simple or to have an indirectiegt in the community through a joint venture isdzhon a variety of factors and considerationsudieg: (i) the
economic and tax terms required by a seller of amaf a community; (i) our desire to diversifyrguortfolio of communities by market, submarket gmndduct type;
(iii) our desire at times to preserve our capialaurces to maintain liquidity or balance sheeinsfth; and (iv) our projection, in some circumsemdhat we will achiey
higher returns on our invested capital or reduaerisld if a joint venture vehicle is used. Investitein joint ventures are not limited to a spedifiercentage of our
assets. Each joint venture agreement is indivigluaotiated, and our ability to operate and/opae of a community in our sole discretion mayilétéd to varying
degrees depending on the terms of the joint verstgreement.

From its inception in 2005 until the investmentipdrclosed in March 2008, Fund | was the exclusigkicle through which we invested in the acquisitid apartment
communities, subject to certain exceptions. In &aper 2008, we formed Fund Il. Fund Il now sengetha exclusive vehicle through which we inveghia acquisitior
of apartment communities, subject to certain exoapt until the earlier of September 2011 or WMo of its committed capital is invested. Theseegtions include
significant individual asset and portfolio acquils, properties acquired in tax-deferred traneastand acquisitions that are inadvisable or irgmgate for Fund I1.
Fund Il does not restrict our development actisitend will terminate after a term of ten year$jett to two one-year extensions. Fund Il has gqudtmmitments from
five institutional investors who, with the Compawg|lectively committed $400,000,000, of which @ammitment is $125,000,000. A significant portidrtte
investments made in the Funds by investors have tewill be made through an entity that qualifiesthat will qualify as a REIT and in which we @lgwn an equity
interest. As of January 31, 2010, Fund Il has mageinvestments, for a total of $104,330,000 ingdstn February 2010, Fund Il purchased its thinshmunity for a
purchase price of $31,250,000.

In addition, we may, from time to time, offer shed our equity securities, debt securities orapito purchase stock in exchange for property.

Other Strategies and Activitie®Vhile we emphasize equity real estate investmansntal apartment communities, we have thetghii invest in other types of real
estate, mortgages (including participating or cotivie mortgages), securities of other REITs of esgate operating companies, or securities ofelclyy companies
that relate to our real estate operations or ofpannies that provide services to us or our resigéntsach case consistent with our qualificatiom &EIT. In addition, w
own and lease retail space at our communities weftber (i) the highest and best use of the spaf® i®tail (e.g., street level in an urban areajiipwe believe the
retail space will enhance the attractiveness ottmemunity to residents. As of December 31, 200®had a
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total of 456,260 square feet of rentable retaitepaxcluding retail space within communities catigeunder construction. Gross rental revenue mrediby leased retail
space in 2009 was $8,915,000 (1.0% of total revetinee secure a development right and believéitedest use, in whole or in part, is to developreal estate with
the intent to sell rather than hold the asset, \ag,through a taxable REIT subsidiary, develop estdte for sale. At present, through a taxablelREbsidiary that is a
50% partner in Aria at Hathorne, LLC, we have aoneenic interest in the development of for-sale tdwemes that have a total projected capital co$28{621,000.
This for-sale development is on a site that is@ajato our Avalon Danvers community and that isexbfor for-sale development. Any investment irusities of other
entities, and any development of real estate fier, &asubject to the percentage of ownership &tians, gross income tests, and other limitatibas inust be observed
for REIT qualification.

We have not engaged in trading, underwriting onagelistribution or sale of securities of otheumss and do not intend to do so. At all times werid to make
investments in a manner so as to qualify as a RiBl&ss, because of circumstances or changes totédraal Revenue Code (or the Treasury Regulatians)Board of
Directors determines that it is no longer in oustbeterest to qualify as a REIT.

Tax Matters

We filed an election with our 1994 federal incorar teturn to be taxed as a REIT under the IntdReaenue Code of 1986 (“the Code”), as amendedira@ad to
maintain our qualification as a REIT in the futufe. a qualified REIT, with limited exceptions, wélwot be taxed under federal and certain staterime tax laws at tt
corporate level on our taxable net income to thergxaxable net income is distributed to our shodters. We expect to make sufficient distributitmavoid income
tax at the corporate level. While we believe thatare organized and qualified as a REIT and wadhte operate in a manner that will allow us toteore to qualify as
a REIT, there can be no assurance that we willbeessful in this regard. Qualification as a REiVolves the application of highly technical and g@dex provisions of
the Internal Revenue Code for which there are éithjudicial and administrative interpretations @&mwlves the determination of a variety of factoadtters and
circumstances not entirely within our control.

Competition

We face competition from other real estate investiocluding insurance companies, pension and imes# funds, partnerships and investment compamédwother
REITs, to acquire and develop apartment commurdtiesacquire land for future development. As anevamd operator of apartment communities, we ase f
competition for prospective residents from othesrapors whose communities may be perceived to aeffegtter location or better amenities or whosémey be
perceived as a better value given the quality,tlonaand amenities that the resident seeks. Wecalsgpete against condominiums and single-family émthat are for
sale or rent. Although we often compete againgielaophisticated developers and operators for dprednt opportunities and for prospective residert, estate
developers and operators of any size can provigetafe competition for both real estate assetsptdntial residents.

Environmental and Related Matters

As a current or prior owner, operator and devel@beeal estate, we are subject to various fedstale and local environmental laws, regulatiords@dinances and
also could be liable to third parties resultingrfrenvironmental contamination or noncompliancetata@mmunities. For some development communitiesumdertake
extensive environmental remediation to preparesifeefor construction, which could be a significpottion of our total construction cost. Environrteémemediation
efforts could expose us to possible liabilitiesdocidents or improper handling of contaminatedemials during construction. These and other rigksted to
environmental matters are described in more dietdiém 1a., “Risk Factors”.

We believe that more government regulation of enesg, along with a greater focus on environmeratiection may, over time, have a significant intgat urban
growth patterns. If changes in zoning to encougggater density and proximity to mass transit douocsuch changes could benefit multifamily housing those
companies with a competency in high-density devekt. However, there can be no assurance as therhmt
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when such changes in regulations or zoning wiluoae, if they do occur, whether the multifamilydirstry or the Company will benefit from such chage

Other Information

We file annual, quarterly and current reports, grstatements and other information with the SEQu Y@y read and copy any document we file at the’SEGblic
Reference Room at 100 F Street, N.E., Washingtdd, 0549. You may call the SEC at 1-202-551-8@®0urther information on the operation of the Reibl
Reference Room. Our SEC filings are also availabtee public from the SEC’s website at www.sec.dovaddition, you may read our SEC fillings at tféices of the
New York Stock Exchang¢‘NYSE”), which is located at 11 Wall Street, New tkpNew York 10005. Our SEC filings are availableéhee NYSE because our common
stock is listed on the NYSE.

We maintain a website at www.avalonbay.com. Ouuahreports on Form 10-K, quarterly reports on FAG¥Q, current reports on Formk8-and amendments to thc
reports, filed or furnished pursuant to the SemsiExchange Act of 1934 are available free of ghan the “Investor Relations” section of our wébsis soon as
reasonably practicable after the reports are filgll or furnished to the SEC. In addition, the ¢bes of our Board’s Nominating and Corporate Goaaoe Committee,
Audit Committee and Compensation Committee, as asebur Corporate Governance Guidelines and Co@e@wduct, are available free of charge in thatiseaf our
website or by writing to AvalonBay Communities, Jn2900 Eisenhower Avenue, Suite 300, AlexandriggiXia 22314, Attention: Chief Financial OfficeFo the
extent required by the rules of the SEC and the BlY&e will disclose amendments and waivers relaiindpese documents in the same place on our websit

We were incorporated under the laws of the Stateatifornia in 1978. In 1995, we reincorporatedhe State of Maryland and have been focused oowmership and
operation of apartment communities since that tikgeof January 31, 2010, we had 1,877 employees.
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ITEM la. RISK FACTORS

Our operations involve various risks that couldéhadverse consequences, including those descrédbed .brhis Item 1a. includes forward-looking stagss. You
should refer to our discussion of the qualificasi@md limitations on forward-looking statementshiis Form 10-K.

Devel opment, redevel opment and construction risks could affect our profitability.

We intend to continue to develop and redeveloptapart home communities. These activities can irelodg planning and entitlement timelines and caolve
complex and costly activities, including signifit@mvironmental remediation or construction workigh-density urban areas. These activities magxpesed to the
following risks:

we may abandon opportunities that we have alreadyinto explore for a number of reasons, includimagnges in local market conditions or increase
construction or financing costs, and, as a reagtmay fail to recover expenses already incurregkjpioring those opportunitie

occupancy rates and rents at a community maydfaileet our original expectations for a number aoms, including changes in market and econ
conditions beyond our control and the developmgrgdmpetitors of competing communitie

we may be unable to obtain, or experience delagdiaining, necessary zoning, occupancy, or othguired governmental or third party permits
authorizations, which could result in increased<os the delay or abandonment of opportunis

we may incur costs that exceed our original eseésdtie to increased material, labor or other ¢

occupancy rates and rents at a community mayofaleet our expectations for a number of reasdonkiding changes in market and economic conditions
beyond our control and the development by compstité competing communitie

we may be unable to complete construction and -up of a community on schedule, resulting in inceglasonstruction and financing costs and a deciiaz
expected rental revenue

we may be unable to obtain financing with favoréaklens, or at all, for the proposed developmerg cdbmmunity, which may cause us to delay or abaadk
opportunity;

we may incur liabilities to third parties duringetdevelopment process, for example, in connectitinmwanaging existing improvements on the siterpiac
tenant terminations and demolition (such as comialespace) or in connection with providing serviteshird parties (such as the construction of sthar
infrastructure or other improvements); ¢

we may incur liability if our communities are nminstructed and operated in compliance with tleessibility provisions of the Americans with Disigigs
Acts, the Fair Housing Act or other federal, statéocal requirements. Noncompliance could resuitiposition of fines, an award of damages to peva
litigants, and a requirement that we undertakectiral modifications to remedy the noncompliance & currently engaged in litigation alleging
noncompliance with these statutes. See Iter“Legal Proceeding”

We project construction costs based on market tiondiat the time we prepare our budgets, and mjegtions include changes that we anticipate bahot predict
with certainty. Construction costs may increaseti@aarly for labor and certain materials and, $ome of our Development Communities and Developméghts (as
defined below), the total construction costs mayigaer than the original budget. Total capitalizedt includes all capitalized costs incurred amjigeted to be
incurred to develop or redevelop a community, deieed in accordance with GAAP, including:

land and/or property acquisition cos

fees paid to secure air rights and/or tax abatesn
construction or reconstruction cos

costs of environmental remediatic

real estate taxe

capitalized interes




¢ loan fees

. permits;

«  professional fees

« allocated development or redevelopment overheat!
¢ other regulatory fee:

Costs to redevelop communities that have been gxjhave, in some cases, exceeded our originat@sts and similar increases in costs may be experkein the
future. We cannot assure you that market rentffécteat the time new development or redevelopneentmunities complete leasg-will be sufficient to fully offset th
effects of any increased construction or reconstncosts.

Unfavorable changes in market and economic conditions could hurt occupancy, rental rates, operating expenses, and the overall market value of our assets, including
joint ventures and investmentsin the Funds.

Local conditions in our markets significantly affeccupancy, rental rates and the operating pegioo@ of our communities. The risks that may adeeféect
conditions in those markets include the following:

« plant closings, industry slowdowns and other factbat adversely affect the local econol
« anoversupply of, or a reduced demand for, apattim@mes
¢ adecline in household formation or employmentgklof employment growtt
¢ the inability or unwillingness of residents to payt increases
¢ rent control or rent stabilization laws, or oth&ws regulating housing, that could prevent us fraising rents to offset increases in operatings;@std
. eco_nomic (_:onditions that could cause an increaear operating expenses, such as increases refilyataxes, utilities, compensation of on-siteoagges and
routine maintenanct
Changesin applicable laws, or noncompliance with applicable laws, could adversely affect our operations or expose usto liability.

We must develop, construct and operate our comiesnit compliance with numerous federal, statelacal laws and regulations, some of which may g¢onilith one
another or be subject to limited judicial or redofg interpretations. These laws and regulationg melude zoning laws, building codes, landlordatenlaws and other
laws generally applicable to business operatiomsicdmpliance with laws could expose us to liahility

Lower revenue growth or significant unanticipategenditures may result from our need to comply whhnges in (i) laws imposing remediation requinets@nd the
potential liability for environmental conditionsieting on properties or the restrictions on disgearor other conditions, (ii) rent control or retabilization laws or oth
residential landlord/tenant laws, or (iii) othevgonmental rules and regulations or enforcemeritigslaffecting the development, use and operatfaur communitie:
including changes to building codes and fire afeddafety codes.

Short-term leases expose us to the effects of declining market rents.
Substantially all of our apartment leases are fiara of one year or less. Because these leasesaligrpermit the residents to leave at the entheflease term without
penalty, our rental revenues are impacted by deglim market rents more quickly than if our leagese for longer terms.

Competition could limit our ability to lease apartment homes or increase or maintain rents.

Our apartment communities compete with other h@ualternatives to attract residents, including oteatal apartments, condominiums and single-faimilsnes that
are available for rent, as well as new and existompdominiums and single-family homes for sale. @etitive residential housing in a particular areald adversely
affect our ability to lease apartment homes ariddrease or maintain rental rates.

9




Attractive investment opportunities may not be available, which could adversely affect our profitability.

We expect that other real estate investors, inoudisurance companies, pension funds, other R&ttiother welkapitalized investors, will compete with us to aog
existing properties and to develop new properfiégs competition could increase prices for progsrbf the type we would likely pursue and adversaéigct our
profitability.

Capital and credit market conditions may adversely affect our access to various sources of capital and/or the cost of capital, which could impact our business
activities, dividends, earnings, and common stock price, among other things.

In periods when the capital and credit markets B&pee significant volatility, the amounts, soure@sl cost of capital available to us may be adleeféected. We
primarily use external financing to fund constrantand to refinance indebtedness as it maturesffitient sources of external financing are naikble to us on cost
effective terms, we could be forced to limit ouvelpment and redevelopment activity and/or takeioactions to fund our business activities andyepent of debt,
such as selling assets, reducing our cash dividepdying out less than 100% of our taxable incofeethe extent that we are able and/or choosedessccapital at a
higher cost than we have experienced in recensyeeflected in higher interest rates for debtririag or a lower stock price for equity financir@)r earnings per sha
and cash flows could be adversely affected. Intamdgithe price of our common stock may fluctuagmsicantly and/or decline in a high interest ratevolatile
economic environment. We believe that the lendadeuour Credit Facility will fulfill their lendingbligations thereunder, but if economic conditideseriorate there
can be no assurance that the ability of those tsrtdefulfill their obligations would not be advelg impacted.

Insufficient cash flow could affect our debt financing and create refinancing risk.

We are subject to the risks associated with delantting, including the risk that our cash flow vadl insufficient to meet required payments of gpatand interest. In
this regard, we note that in order for us to cargito qualify as a REIT, we are required to anyudiitribute dividends generally equal to at |33 of our REIT
taxable income, computed without regard to thed#inds paid deduction and our net capital gain. fdggairement limits the amount of our cash flowikde to meet
required principal and interest payments. The jalcoutstanding balance on a portion of our debtnet be fully amortized prior to its maturity.lhough we may be
able to repay our debt by using our cash flowscarmnot assure you that we will have sufficient déshis available to make all required principal pents. Therefore,
we may need to refinance at least a portion ofoottstanding debt as it matures. There is a riskwieamay not be able to refinance existing delthat a refinancing wi
not be done on as favorable terms, either of wb@hd have a material adverse effect on our firdro@ndition and results of operations.

Rising interest rates could increase interest costs and could affect the market price of our common stock.

We currently have, and may in the future incur t@etual variable interest rate debt, as well &scéif/e variable interest rate debt achieved thioihng use of qualifying
hedging relationships. In addition, we regularlglsaccess to both fixed and variable rate debnéimg to repay maturing debt and to finance ouretgyment and
redevelopment activity. Accordingly, if interestea increase, our interest costs will also riségssmwe have made arrangements that hedge thef riskng interest
rates. In addition, an increase in market intenasts may lead purchasers of our common stockrt@de a greater annual dividend yield, which couldeasely affect
the market price of our common stock.
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Bond financing and zoning 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 communitissobligations issued by local government agenbiecause the interest paid to the holders ofigtis is
generally exempt from federal income taxes andefbee, the interest rate is generally more favieréd us. These obligations are commonly referoealst “tax-exempt
bonds” and generally must be secured by mortgagesiocommunities. As a condition to obtaining &sempt financing, or on occasion as a conditioot@ining
favorable zoning in some jurisdictions, we will caihito make some of the apartments in a communig§lable to households whose income does not excerdin
thresholds (e.g., 50% or 80% of area median incpareyho meet other qualifying tests. As of Decengfe 2009, approximately 6.8% of our apartment &gt
current operating communities were under incoméaditions such as these. These commitments, whighramawithout expiration or may expire after a perbf time
(such as 15 or 20 years) may limit our abilityagse rents and, in consequence, can also advaf§ety the value of the communities subject to érestrictions.

In addition, some of our tax-exempt bond finanailoguments require us to obtain a guarantee framaadial institution of payment of the principal ahd interest on,
the bonds. The guarantee may take the form oter let credit, surety bond, guarantee agreemeotrar additional collateral. If the financial instion defaults in its
guarantee obligations, or if we are unable to retihmaapplicable guarantee or otherwise post sat@facollateral, a default will occur under thephgable tax-exempt
bonds and the community could be foreclosed uparitio not redeem the bonds.

Risks related to indebtedness.

We have a Credit Facility with JPMorgan Chase BahRK,., and Wachovia Bank, N.A., serving togetheswsdication agent and as banks, Bank of AmericA,,N
serving as administrative agent, swing lender,mgsbhank and a bank, Morgan Stanley Bank, Wellg&&ank, N.A., and Deutsche Bank Trust Company Acasr
serving collectively as documentation agent anbleerks, and a syndicate of other financial institugi serving as banks. Our organizational docuntnteot limit the
amount or percentage of indebtedness that maychberéd. Accordingly, subject to compliance withsiahding debt covenants, we could incur more debtilting in ai
increased risk of default on our obligations andn@nease in debt service requirements that calNersely affect our financial condition and resolt®perations.

The mortgages on those of our properties subjest¢ared debt, our Credit Facility and the indentuwder which a substantial portion of our debt iwased contain
customary restrictions, requirements and othetéitins, as well as certain financial and operatiomgenants including maintenance of certain finalneitios.
Maintaining compliance with these restrictions cblirnit our flexibility. A default in these requineents, if uncured, could result in a requiremeat the repay
indebtedness, which could severely affect our tlijyiand increase our financing costs. Refer tml#, “Management’s Discussion and Analysis of Raial Condition
and Results of Operations,” for further discussion.

Failure to generate sufficient revenue or other liquidity needs could limit cash flow available for distributions to stockholders.

A decrease in rental revenue or other liquiditydseéncluding the repayment of indebtedness orifghdf our development activities, could have anesse effect on
our ability to pay distributions to our stockholgeSignificant expenditures associated with eachnoonity such as debt service payments, if any,asiate taxes,
insurance and maintenance costs are generallyedoted when circumstances cause a reduction imedémm a community.

The form, timing and/or amount of dividend distributionsin future periods may vary and be impacted by economic and other considerations.

The form, timing and/or amount of dividend disttilbas will be declared at the discretion of the Bbaf Directors and will depend on actual cash figuerations, our
financial condition, capital requirements, the aainu
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distribution requirements under the REIT provisiohshe Code and other factors as the Board ofdbirs may consider relevant. The Board of Direcitoay modify
our dividend policy from time to time.

We may choose to pay dividendsin our own stock, in which case stockholders may be required to pay tax in excess of the cash they receive.

We may distribute taxable dividends that are payabpart in our stock, as we did in the fourth eraof 2008. Taxable stockholders receiving suetddnds will be
required to include the full amount of the divideasglincome to the extent of our current and accatadlearnings and profits for federal income tappses. As a
result, a U.S. stockholder may be required to payith respect to such dividends in excess ottsh received. If a U.S. stockholder sells theksitoeceives as a
dividend in order to pay this tax, the sales prdsaeay be less than the amount included in incoitterespect to the dividend, depending on the ntgskee of our
stock at the time of the sale. Furthermore, wipeet to non-U.S. stockholders, we may be requ@edthhold U.S. tax with respect to such dividenidsluding in
respect of all or a portion of such dividend tisapayable in stock. In addition, the trading poéeur stock would experience downward pressuaesifnificant number
of our stockholders sell shares of our stock ireotd pay taxes owed on dividends. .

Debt financing may not be available and eguity issuances could be dilutive to our stockholders.

Our ability to execute our business strategy depemdour access to an appropriate blend of debéquitly financing. Debt financing may not be avaliéain sufficient
amounts or on favorable terms. If we issue addifi@quity securities, the interests of existingklwlders could be diluted.

Difficulty of selling apartment communities could limit flexibility.

Federal tax laws may limit our ability to earn angen the sale of a community (unless we own ibtigh a subsidiary which will incur a taxable gapon sale) if we are
found to have held, acquired or developed the conityprimarily with the intent to resell the comnityn and this limitation may affect our ability s@ll communities
without adversely affecting returns to our stockless. In addition, real estate in our markets d¢dimes be difficult to sell quickly at prices wiad acceptable. These
potential difficulties in selling real estate inrouarkets may limit our ability to change or redtice apartment communities in our portfolio promitl response to
changes in economic or other conditions.

Acquisitions may not yield anticipated results.

Subject to the requirements related to Fund linves in the future acquire apartment communitiea select basis. Our acquisition activities andrthetcess may be
exposed to the following risks:

¢ anacquired property may fail to perform as we efgrtin analyzing our investment; a

« our estimate of the costs of repositioning or redigping an acquired property may prove inaccu

Failure to succeed in new markets or in activities other than the development, ownership and operation of residential rental communities may have adverse
consequences.

We may from time to time commence development dgtor make acquisitions outside of our existingrked areas if appropriate opportunities arise. é&d above,
we also own and lease ancillary retail space wheatadl component represents the best use of theesps is often the case with large urban irdéllelopments. Also,
as noted above in Item 1., “Business,” throughxaltée REIT subsidiary that is a joint venture partmwe have a 50% economic interest in a for-sale@ldpment with a
total estimated capital cost at completion of $23,600, on a site adjacent to one of our commumitiée may engage or have an interest irséde-activity in the futur
Our historical experience in our existing marketsléveloping, owning and operating rental commasitioes not ensure that we will be able to opetateessfully in
new markets, should we choose to enter them, bmtbavill be successful in other activities. We nieeyexposed to a variety of risks if we choosenterenew markets,
including an inability to accurately evaluate loaplrtment market conditions; an inability to obtiaind for development or to identify appropriateaisition
opportunities; an inability to hire and retain kssrsonnel; and
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lack of familiarity with local governmental and petting procedures. We may be unsuccessful in ogvaimd leasing retail space at our communities deireloping
real estate with the intent to sell.

Land we hold with no current intent to develop may be subject to future impairment charges

We own parcels of land that we do not currentlgmat to develop. As discussed in Item 2., “Commasit- Other Land and Real Estate Asseéisthe event that the fe
market value of a parcel changes such that theetegrdine that the carrying basis of the parceeotéld in our financial statements is greater tharmptircel’'s then
current fair value, less costs to dispose, we wbeldubject to an impairment charge, which wouthlice our net income.

Risksinvolved in real estate activity through joint ventures.

Instead of acquiring or developing apartment comitresndirectly, at times we invest as a partnea op-venturer. Joint venture investments (includinvgstments
through partnerships or limited liability companji@svolve risks, including the possibility that opartner might become insolvent or otherwise refasaake capital
contributions when due; that we may be responsibtir partner for indemnifiable losses; that cartper might at any time have business goals wdiiehinconsistent
with ours; and that our partner may be in a pasititake action or withhold consent contrary to iostructions or requests. Frequently, we andpauimer may each
have the right to trigger a buy-sell arrangemeihiictv could cause us to sell our interest, or aegoirr partner’s interest, at a time when we othegwiould not have
initiated such a transaction.

Risks associated with an investment in and management of discretionary investment funds.

We formed Fund | which, through a wholly owned sdiasy, we manage as the general partner and iolwlie have invested approximately $50,000,000 at
December 31, 2009, representing our total capitaimitment, for an equity interest of approximatebfs. We have also formed Fund Il which, throughhely owned
subsidiary, we manage as the general partner antith we have committed $125,000,000, represertiogrrent equity interest of approximately 31%. hege
invested approximately $17,500,000 at Decembe@Qa9 in Fund Il. These Funds present risks, incgdhe following:

¢ investors in Fund Il may fail to make their capitahtributions when due and, as a result, Fundaly bre unable to execute its investment objecti

« our subsidiaries that are the general partnerseoFtinds are generally liable, under partnership fiar the debts and obligations of the respedtivads,
subject to certain exculpation and indemnificatigits pursuant to the terms of the partnershipement of the Fund

. investors in the Funds holding a majority of flatnership interests may remove us as the geparaler without cause, subject to our right to inecan
additional nine months of management fees aften seimoval and our right to acquire one of the prioge then held by the Func

«  while we have broad discretion to manage the Eamdl make investment decisions on behalf of tmel§;the investors or an advisory committee coragris
of representatives of the investors must approv@aioematters, and as a result we may be unaldause the Funds to make certain investments oemmgait
certain decisions that we consider benefic

« we can develop communities but have been gengradlyibited from making acquisitions of apartmentoounities outside of Fund II, which is our exclues
investment vehicle until September 2011 or when @%und |'s capital is invested, subject to certain excepgtiand

« we may be liable and/or our status as a REIT mggdygardized if either the Funds, or the REITs tigftowhich a number of investors have investedér
Funds and which we manage, fail to comply with @asitax or other regulatory matte

Risk of earthquake damage.

As further described in ltem 2., “Communities —urence and Risk of Uninsured Losses,” many of oestCoast communities are located in the genecatlityi of
active earthquake faults. We cannot assure yowathaarthquake would not cause damage or lossategthan insured levels. In the event of a losxigess of insured
limits, we could lose our capital invested in tifileeted community, as well as anticipated futuneereie from that community. We would also contiruée obligated t
repay any mortgage indebtedness or other obligatielated to the community. Any such loss couldemialty and adversely affect our business and imantial
condition and results of operations.

Insurance coverage for earthquakes can be costlyadiimited industry capacity. As a result, we neaperience shortages in desired coverage levaiaiiket condition
are such that insurance is not available or theafdasurance makes it, in management’s view, eogoally impractical.
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A significant uninsured property or liability loss could have a material adverse effect on our financial condition and results of operations.

In addition to the earthquake insurance discusbedea we carry commercial general liability inswm@nproperty insurance and terrorism insurance respect to our
communities on terms we consider commercially reaBte. There are, however, certain types of logaeh as losses arising from acts of war) thahaténsured, in
full or in part, because they are either uninsweablthe cost of insurance makes it, in managemeigiv, economically impractical. If an uninsuradpeerty loss or a
property loss in excess of insured limits weredoun, we could lose our capital invested in a comityuas well as the anticipated future revenuemfsuch communit
We would also continue to be obligated to repaymoytgage indebtedness or other obligations rekat¢ide community. If an uninsured liability tokartl party were to
occur, we would incur the cost of defense andesettht with, or court ordered damages to, that hardy. A significant uninsured property or liabjlioss could
materially and adversely affect our business andipancial condition and results of operations.

We may incur costs and increased expensesto repair property damage resulting from inclement weather.

Particularly in New England and the Midwest, we exposed to risks associated with inclement wiwiaither, including increased costs for the remoffahow and ic
as well as from delays in construction. In additimclement weather could increase the need fontaaance and repair of our communities.

We may incur costs due to environmental contamination or non-compliance.

Under various federal, state and local environniemtd public health laws, regulations and ordinanees may be required, regardless of knowledgespansibility, to
investigate and remediate the effects of hazardotmsxic substances or petroleum product releasesrgroperties (including in some cases natwlstnces such as
methane and radon gas) and may be held liable dineise laws or common law to a governmental eatity third parties for property, personal injurynatural
resources damages and for investigation and retiwdizosts incurred as a result of the contaminafitnese damages and costs may be substantialandxoeed any
insurance coverage we have for such events. Tisepee of such substances, or the failure to prppemediate the contamination, may adversely afiac@ability to
borrow against, sell or rent the affected property.

In addition, some environmental laws create ovabogovernment agency to impose a lien on the ountgted site in favor of the government for damaayes costs it
incurs as a result of the contamination.

The development, construction and operation ofcounmunities are subject to regulations and pemgjttinder various federal, state and local lawsjle¢ipns and
ordinances, which regulate matters including weltaprotection, storm water runoff and wastewatscltirge. Noncompliance with such laws and regulatinay
subject us to fines and penalties. We do not ctiyranticipate that we will incur any material liities as a result of noncompliance with thesedaw

Certain federal, state and local laws, regulatemd ordinances govern the removal, encapsulatidisturbance of asbestos containing materials (“AQMhen such
materials are in poor condition or in the eventesfovation or demolition of a building. These laavel the common law may impose liability for releafACMs and
may allow third parties to seek recovery from ovenar operators of real properties for personakjnfissociated with exposure to ACMs. We are notrawzat any
ACMs were used in the construction of the commasitve developed. ACMs were, however, used in thetoaction of a number of the communities that wguired.
We implement an operations and maintenance progtaach of the communities at which ACMs are detkdiVe do not currently anticipate that we willinany
material liabilities as a result of the presenc&GMs at our communities.

We are aware that some of our communities havegaad and have implemented an operations and erante program at each of those communities. Weto
currently anticipate that we will incur any matéfiabilities as a result of the presence of leathpat our communities.
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All of our stabilized operating communities, antadlthe communities that we are currently develgphave been subjected to at least a Phaserhdaisenvironmente
assessment, which generally does not involve imeasichniques such as soil or ground water samplihgse assessments, together with subsurfaces assgs
conducted on some properties, have not revealedyarare not otherwise aware of, any environmertadlitions that we believe would have a materiakask effect
on our business, assets, financial condition arltesf operations. In connection with our ownepshiperation and development of communities, frone tto time we
undertake substantial remedial action in respams$ieet presence of subsurface or other contaminiastading contaminants in soil, groundwater anii&apor beneath
or affecting our buildings. In some cases, an inaignexists upon which we may be able to rely iwieonmental liability arises from the contaminationremediation
costs exceed estimates. There can be no assuhameeyer, that all necessary remediation actiong leen or will be undertaken at our propertiehat we will be
indemnified, in full or at all, in the event thatwonmental liability arises.

Mold growth may occur when excessive moisture acdatas in buildings or on building materials, peutarly if the moisture problem remains undiscodene is not
addressed over a period of time. Although the getiwe of mold at multifamily and other structurasd the need to remediate such mold, is not a mewrgmnenon,
there has been increased awareness in recenttlyaacertain molds may in some instances leadverad health effects, including allergic or otreaations. To help
limit mold growth, we educate residents about thpdrtance of adequate ventilation and requestquime that they notify us when they see mold oresst/e moisture.
We have established procedures for promptly adihgssid remediating mold or excessive moisture fegrartment homes when we become aware of its presen
regardless of whether we or the resident believeadth risk is presented. However, we cannot peassurance that mold or excessive moisture willdtected and
remediated in a timely manner. If a significant chptoblem arises at one of our communities, wectbelrequired to undertake a costly remediatiognam to contain
or remove the mold from the affected community eodld be exposed to other liabilities that may exicany applicable insurance coverage. Our comnesnitiay also
be affected by potential vapor intrusion risks hesg from subsurface soil or groundwater contartioraby volatile organic compounds, which may regunvestigatiol
or remediation and could subject the Company tulifg.

Additionally, we have occasionally been involvedigveloping, managing, leasing and operating varmoperties for third parties. Consequently, wg tiaconsidere
to have been an operator of such properties aatkftire, potentially liable for removal or remettiatcosts or other potential costs which relatth&orelease or preser
of hazardous or toxic substances. We are not asfarey material environmental liabilities with resp to properties managed or developed by us opm@aecessors f
such third parties.

We cannot assure you that:
« the environmental assessments described abovedentdied all potential environmental liabilitie
e no prior owner created any material environmeraldéition not known to us or the consultants whpred the assessmer
¢ no environmental liabilities have developed siteeénvironmental assessments were prep

« the condition of land or operations in the vicinifyour communities, such as the presence of unoleng storage tanks, will not affect the environtaé
condition of our communitie:

« future uses or conditions, including, without liatibn, changes in applicable environmental lawsragdlations, will not result in the imposition
environmental liability; an

¢ no environmental liabilities will arise at commued that we have sold for which we may have ligbi

Failure to qualify asa REIT would cause us to be taxed as a corporation, which would significantly reduce funds available for distribution to stockholders.

If we fail to qualify as a REIT for federal incortex purposes, we will be subject to federal incdaxeon our taxable income at regular corporatesrggebject to any
applicable alternative minimum tax). In additiomjess we are entitled to relief under applicatdéusory provisions, we would be ineligible to maikeelection for
treatment as a REIT for the four taxable year®ihg the year in which we lose our qualificatidie additional tax liability resulting from the fiaie to qualify as a
REIT would significantly reduce or eliminate the@mt of funds available for distribution to ourcitbolders. Furthermore, we would no longer be neglfo make
distributions to
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our stockholders. Thus, our failure to qualify @&EIT could also impair our ability to expand owrsess and raise capital, and would adverselytatie value of our
common stock.

We believe that we are organized and qualified REH, and we intend to operate in a manner thialow us to continue to qualify as a REIT. Hoveeywe cannot
assure you that we are qualified as a REIT, ontleatvill remain qualified in the future. This isdaise qualification as a REIT involves the appiicaof highly
technical and complex provisions of the Internal&eie Code for which there are only limited judieiad administrative interpretations and involves determination
of a variety of factual matters and circumstancgsentirely within our control. In addition, fututegislation, new regulations, administrative iptetations or court
decisions may significantly change the tax lawtherapplication of the tax laws with respect tolijication as a REIT for federal income tax purpese the federal
income tax consequences of this qualification.

Even if we qualify as a REIT, we will be subjectctertain federal, state and local taxes on ourmreand property and on taxable income that we dldistsibute to our
shareholders. In addition, we may engage in aigg/that are not customarily provided by a landibrdugh taxable subsidiaries and will be subjedeteral income te
at regular corporate rates on the income of thobsidiaries.

The ability of our stockholdersto control our policies and effect a change of control of our company is limited by certain provisions of our charter and bylaws and by
Maryland law.

There are provisions in our charter and bylaws ey discourage a third party from making a proptmsacquire us, even if some of our stockholdeightnconsider th
proposal to be in their best interests. These praws include the following:

Our charter authorizes our Board of Directors suésup to 50,000,000 shares of preferred stoclowitstockholder approval and to establish the peefes and rights,
including voting rights, of any series of preferstdck issued. The Board of Directors may issuéepred stock without stockholder approval, whiclildoallow the
Board to issue one or more classes or series fd@rped stock that could discourage or delay a teoffer or a change in control.

To maintain our qualification as a REIT for federalome tax purposes, not more than 50% in valumiobutstanding stock may be owned, directly dirgctly, by or
for five or fewer individuals at any time duringethast half of any taxable year. To maintain thialdication, and/or to address other concerns aboncentrations of
ownership of our stock, our charter generally goigkiownership (directly, indirectly by virtue dfe attribution provisions of the Code, or benefigias defined in
Section 13 of the Securities Exchange Act) by angls stockholder of more than 9.8% of the issusdi @utstanding shares of any class or series doftoak. In genere
under our charter, pension plans and mutual furadsdirectly and beneficially own up to 15% of theésianding shares of any class or series of stdicller our charte
our Board of Directors may in its sole discretioaive or modify the ownership limit for one or mguersons, but is not required to do so even if sugier would not
affect our qualification as a REIT. These ownersinijits may prevent or delay a change in contral,as a result, could adversely affect our stoakdrsl ability to
realize a premium for their shares of common stock.

Our bylaws provide that the affirmative vote of dls of a majority of all of the shares entitled&cast in the election of directors is requiedlect a director. In a
contested election, if no nominee receives the gbtolders of a majority of all of the shares #etl to be cast, the incumbent directors would iiarmaoffice. This
requirement may prevent or delay a change in cbatd, as a result, could adversely affect ourlgtoltlers’ ability to realize a premium for theiragbs of common
stock.

As a Maryland corporation, we are subject to thavigions of the Maryland General Corporation Lavariand law imposes restrictions on some businestmations
and requires compliance with statutory proceduegere some mergers and acquisitions may occur,hahizty delay or prevent offers to acquire us ordase the
difficulty of completing any offers, even if theyeain our stockholders’ best interests. In additmther provisions of the Maryland General Corgorat.aw permit the
Board of Directors to make elections and to tak@®as without stockholder approval (such as clgssif our Board such that the entire Board is notarpeelection
annually) that, if made or taken, could have tlieatfof discouraging or delaying a change in cdntro
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ITEM 1b. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. COMMUNITIES

Our real estate investments consist primarily ofent operating apartment communities, communitiegrious stages of development (“Development Comities”)
and Development Rights (as defined below). Ouresuroperating communities are further distinguishgdstablished Communities, Other Stabilized Conities,
Lease-Up Communities and Redevelopment Communiftes following is a description of each category:

Current Communitieare categorized as Established, Other Stabilizedsé-Up, or Redevelopment according to the follgwitiributes:

Established Communities (also known as Same Stare@initiesare consolidated communities where a comparisapefating results from the prior
year to the current year is meaningful, as thesenwanities were owned and had stabilized occupandyoaerating expenses as of the beginning of the
prior year. For the year ended December 31, 20@9Established Communities are communities that@meolidated for financial reporting purposes,
had stabilized occupancy and operating expensesJauary 1, 2008, are not conducting or plantdngpnduct substantial redevelopment activities and
are not held for sale or planned for dispositiothimi the current year. A community is consideretidwe stabilized occupancy at the earlier of

(i) attainment of 95% physical occupancy or (iig tne-year anniversary of completion of development dexelopment

Other Stabilized Communitiincludes all other completed communities that we @whave a direct or indirect ownership interaseind that hav
stabilized occupancy, as defined above. Other I&t@adiCommunities do not include communities thrat@nducting or planning to conduct substantial
redevelopment activities within the current ye

Leas-Up Communitieare communities where construction has been comfiletess than one year and where physical ocaypaas not reached 95¢

Redevelopment Communitare communities where substantial redevelopmentpsogress or is planned to begin during the euryear. Fol

communities that we wholly own, redevelopment issidered substantial when capital invested dutiegéconstruction effort is expected to exceed the
lesser of $5,000,000 or 10% of the community’s &itjan cost. The definition of substantial redex@hent may differ for communities owned through a
joint venture arrangement, or by one of the Fu

Development Communities are communities that adeeuoonstruction and for which a certificate of gqgancy has not been received for the entire commurtiese
communities may be partially complete and operating
Development Rights are development opportunitigbérearly phase of the development process foctwive either have an option to acquire land orrente a

leasehold interest, for which we are the buyer nadeng-term conditional contract to purchase lan@here we own land to develop a new communitg. dApitalize
related pre-development costs incurred in purduiesv developments for which we currently beliewufe development is probable.
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In addition, we own approximately 60,000 squaré ¢é@ffice space in Alexandria, Virginia, for ocorporate office, with all other regional and adistirative office:
leased under operating leases. In the third quaft2d09 we entered into a ten-year operating lé&asapproximately 50,744 square feet of officecgpm Arlington,

Virginia, which will serve as the location for otmrporate office by the end of the second qua@@02We are exploring alternatives to lease ortkelbffice space
in Alexandria, Virginia.

As of December 31, 2009, communities that we owardtkeld a direct or indirect interest in were cifiesg as follows:

Number of Number of
communitie apartment hom
Current Communitie
Established Communitie
New Englanc 22 5,35¢
Metro NY/NJ 18 5,89t
Mid-Atlantic/Midwest 15 6,08¢
Pacific Northwes 8 1,94:
Northern Californie 15 4,43z
Southern Californii 12 3,67¢
Total Establishe: 9C 27,39¢
Other Stabilized Communitie
New Englanc 12 3,33¢
Metro NY/NJ 11 3,241
Mid-Atlantic/Midwest 13 3,61¢
Pacific Northwes 4 1,021
Northern Californie 11 2,98¢
Southern Californi: 1C 1,71¢
Total Other Stabilize 61 15,91¢
Leas+Up Communities 7 1,99¢
Redevelopment Communitis 7 2,61F
Total Current Communitie 16E 47,92¢
Development Communitie 7 2,43¢
Development Right 28 7,18(

Our holdings under each of the above categoriediaceissed on the following pages.

Current Communities

Our Current Communities are primarily garden-sgpartment communities consisting of two and thteeysuildings in landscaped settings. As of Jaydr, 2010,
these include 113 garden-style (of which 15 aresshisommunities and/or include town homes), 22 higl-and 29 mid-rise apartment communities.

Our communities offer a variety of quality amerstend features, including:
e gourmet kitchens
« lofts and vaulted ceiling:
¢ walk-in closets:
« fireplaces:
e patios/decks; an
¢ modern appliance
Other features at various communities may include:
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e swimming pools
« fitness centers
e tennis courts; an
«  wi-fi lounges.

We also have an extensive and ongoing maintenagegm to continually maintain and enhance our camities and apartment homes. The aesthetic appeat o
communities and a serviagiented property management team, focused orpefic needs of residents, enhances market appeécriminating residents. We belie
our mission oEnhancing the Lives of our Resideh&dps us achieve higher rental rates and occudameis while minimizing resident turnover and opiexgexpenses.

Our Current Communities are located in the follayweographic markets:

Number of Number of apartmer Percentage of toti
communities a homes a apartment homes
1-31-09 1-31-10 1-31-09 1-31-10 1-31-09 1-31-10

New England 36 36 9,077 9,132 19.9% 19.2%
Boston, MA 24 25 6,46( 6,68: 14.2% 14.(%
Fairfield County, C1 12 11 2,617 2,44¢ 5.7% 5.2%
Metro NY/NJ 31 32 9,35: 10,25¢ 20.4% 21.5%
Long Island, NY 7 6 1,732 1,732 3.8% 3.€%
Northern New Jerse 5 5 1,61¢ 1,61¢ 3.5% 3.4%
Central New Jerse 7 6 2,25¢ 2,25¢ 4.% 4. 7%
New York, NY 12 15 3,74% 4,64 8.2% 9.8%
Mid -Atlantic/Midwest 30 27 9,213 9,40¢ 20.2% 19.8%
Washington, DC 24 22 7,661 8,152 16.8% 17.1%
Chicago, IL 6 5 1,552 1,257 3.4% 2.71%
Pacific Northwest 11 12 2,74¢ 2,96¢ 6.C% 6.2%
Seattle, WA 11 12 2,74¢ 2,964 6.C% 6.2%
Northern California 32 32 8,87¢ 9,16( 19.4&% 19.2%
Oaklanc-East Bay, CA 8 9 2,39 2,832 5.2% 5.%
San Francisco, C. 11 12 2,48¢ 2,74¢ 5.4% 5.8%
San Jose, C, 13 11 3,99¢ 3,57¢ 8.8% 7.5%
Southern California 24 25 6,46( 6,711 14.1% 14.1%
Los Angeles, C/ 12 12 3,34% 3,34% 7.2% 7.C%
Orange County, C/ 8 9 1,89¢ 2,147 4.1% 4.5%
San Diego, C/ 4 4 1,21¢ 1,21¢ 2.7% 2.€%
164 164 45,72¢ 47,63 100.% 100.%

We manage and operate substantially all of ouré@tt€ommunities. During the year ended Decembe2@19, we completed construction of 2,526 apartrhentes ir
nine communities and sold 1,037 apartment homégarcommunities. The average age of our Curremh@anities, on a weighted average basis accordingraber
of apartment homes, is 14.3 years. When adjustegflert redevelopment activity, as if redevelopm&are a new construction completion date, theageeage of our
Current Communities is 9.2 years.

Of the Current Communities, as of January 31, 2@/E0own:

« afull fee simple, or absolute, ownership interest24 operating communities, ten of which areamdl subject to land leases expiring in October 2
November 2028, July 2029, December 2034, July 2D&2ember 2073, April 2095, September 2105 and M2ate2;

¢ ageneral partnership interest in three partnesshigt each own a fee simple interest in an opgratbmmunity

« ageneral partnership interest and an indirectéidnpartnership interest in both Fund | and Fun&Uibsidiaries of Fund | own a fee simple intemrest9
operating communities, and subsidiaries of Furahih a fee simple interest in two operating commesj

¢ ageneral partnership interest in two partnersstipgtured a“DownREITS” as described more fully below, that own an aggeegahine communities
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e amembership interest in six limited liabilityrapanies that each hold a fee simple interest iop@nating community, two of which are on land sabje land
leases expiring in September 2044, and Novembe9; 2081

« aresidual profits interest (with no ownership ieg#) in a limited liability company to which aneypting community was transferred upon completio
construction in the second quarter of 2C

For some communities, a land lease is used to sugpoadvantaged structures that ultimately all@ito purchase the land upon lease expiration. &/e bptions to

purchase the underlying land for the leases thaitein October 2026, November 2028, July 2029,dbdwer 2034, April 2095 and March 2142. We also hdileéctly

or through wholly owned subsidiaries, the full &ple ownership interest in the seven Developr@amimunities, all of which are currently consolidifer financial
reporting purposes and two of which are subjetarid leases expiring in May 2105 and April 2106.

In our two partnerships structured as DownREITtheziAvalonBay or one of our wholly owned subsigiaris the general partner, and there are one e fimoited
partners whose interest in the partnership is sgmted by units of limited partnership interest. &ch DownREIT partnership, limited partners artled to receive a
initial distribution before any distribution is matb the general partner. Although the partneragieements for each of the DownREITs are differgenerally the
distributions per unit paid to the holders of umitdimited partnership interests have approximatedcurrent common stock dividend amount. The dilaf units of
limited partnership interest have the right to presall or some of their units for redemption farash amount as determined by the applicable pahipeagreement and
based on the fair value of our common stock. ln ifa cash redemption by the partnership, we et & acquire any unit presented for redemptarohe share of
our common stock or for such cash amount. As afidgn31, 2010, there were 15,351 DownREIT partrpnshits outstanding. The DownREIT partnerships are
consolidated for financial reporting purposes.
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CURRENT COMMUNITIES

NEW ENGLAND
Boston, MA
Avalon at Lexingtor
Avalon Oaks
Avalon Summit
Avalon Esse)
Avalon at Prudential Cent
Avalon Oaks Wes
Avalon Orchard:

Avalon at Newton Highlands (

Avalon at The Pinehills
Avalon at Crane Broo
Essex Plac

Avalon at Bedford Cente
Avalon Chestnut Hil
Avalon Shrewsbur
Avalon Danvers

Avalon Woburn

Avalon at Lexington Hills
Avalon Acton

Avalon Sharor

Avalon at Center Place (1

Avalon at Hingham Shipyat

Avalon Northborough
Avalon Blue Hills

Fairfield -New Haven, CT
Avalon Gates
Avalon Glen
Avalon Springs
Avalon Valley

Avalon on Stamford Harbc

Avalon New Canaan (¢
Avalon at Greyrock Plac
Avalon Danbury

Avalon Darien

Avalon Milford |

Avalon Huntingtor

Profile of Current, Development and Unconsolidated Communities (1)
(Dollarsin thousands, except per apartment home data)

Average
Approx. Year of Average Physical Average rental rate Financial
Number o rentable completion, size  occupanc' ___€conomic occupanc $per $per reporting
City and stat¢ homes area (Sqg. Ft. Acres _acquisition (Sq.Ft) at12/31/0° 2009 2008 Apt (4) Sq. Ft. cost (5)
Lexington, MA 19¢ 237,85 16.1 1994 1,201 91.9% 95.(% 97.¢%  1,81¢ 1.44 16,46(
Wilmington, MA 204 237,16° 22.5 1999 1,165 96.1% 97.1% 95.€% 1,467 1.2t 21,29(
Quincy, MA 24% 224,97. 8.C 1986/199! 91€ 91.4% 96.(% 97.1% 1,361 1.4z 17,69¢
Peabody, MA 154 201,06: 11.1 2000 1,30€ 95.5% 96.2% 96.2% 1,57z 1.1¢ 22,02:
Boston, MA 78C 759,13( 1.C 1968/199 97 95.1% 93.&% 97.2% 3,008 2.9C 157,33
Wilmington, MA 12C 133,37¢ 27.C 2002 1,111 96.7% 96.2% 93.% 1,358 1.17 16,98«
Marlborough, MA 15€ 179,22 23.C 2002 1,14¢ 97.4% 96.4% 97.(%  1,52¢ 1.2¢ 21,41°
Newton, MA 294 339,537 7. 2003 1,15t 94.9% 96.1% 96.2%  2,14¢ 1.7¢ 57,25¢
Plymouth, MA 101 151,62¢ 6.C 2004 1,501 95.1% 95.(% 95.¢% 1,90¢ 1.21 20,00¢
Peabody, MA 387 433,77¢ 20.C 2004 1,121 95.4% 95.¢% 96.9% 1,38 1.1¢ 54,96
Peabody, MA 28¢ 250,47. 18.C 2004 87€ 94.4% 93.9%(2) 88.6%(2) 1,23t 1.3%(2) 35,41
Bedford, MA 13¢ 159,70 38.C 2005 1,14¢ 92.8% 95.5% 95.2% 1,738 1.4% 24,80«
Chestnut Hill, M£ 204 271,89¢ 4.7 2007 1,33: 95.1% 96.(% 93.1% 2,31¢ 1.67 60,48
Shrewsbury, MA 251 274,78( 25.5 2007 1,09¢ 92.0% 94.1% 95.% 1,361 1.1¢ 35,76(
Danvers, MA 43¢ 512,99: 75.C 2006 1,18° 96.1% 95.1% 86.%  1,49: 1.2C 82,95¢
Woburn, MA 44¢ 486,09: 56.C 2007 1,09C 95.5% 96.4% 96.7% 1,59C 1.41 83,321
Lexington, MA 387 511,45« 23.C 2007 1,32: 95.6% 94.&% 71.1%(3) 1,877 1.3t 86,98¢
Acton, MA 38C 373,69( 50.2 2007 98: 94.5% 95.(% 59.2%(3) 1,31z 1.27 62,88¢
Sharon, MA 15€ 178,62¢ 27.z 2007 1,145 98.1% 96.t% 62.2%(3) 1,61¢ 1.3€ 30,22
Providence, R 22¢ 233,91 1.2 1991/199° 1,04C 93.3% 95.% 94.5% 1,952 1.7¢ 29,531
Hingham, MA 23t 298,98. 12.¢ 2009 1,272 97.5% 80.1%(3) 17.1% 1,73t 1.043) 54,22:
Northborough 162 183,00 14.C 2009 1,12° 97.6% 53.(%(3) N/A 3,62¢ 1.71(3) 25,03(
MA
Randolph, MA 27¢ 307,08! 23.1 2009 1,11 82.3% 42.7%(3) N/A 7,314 2.8((3) 45,31¢
Trumbull, CT 34C 389,04" 37.C 1997 1,144 95.6% 96.£% 96.5% 1,61¢ 1.37 37,71%
Stamford, CT 23¢€ 265,94( 41 1991 1,117 95.8% 95.2% 97.1% 1,892 1.61 32,56¢
Wilton, CT 10z 160,15¢ 12.C 1996 1,57C 95.1% 95.2% 94.2% 2,82t 1.71 17,29¢
Danbury, CT 26€ 303,197 17.1 1999 1,131 98.9% 96.4% 95.1% 1,61¢ 1.3¢ 26,44:
Stamford, CT 32¢ 337,57. 12.1 2003 1,045 93.8% 94.€% 96.5% 2,421 2.1¢ 62,96¢
New Canaan, C’ 104 145,11¢ 9.1 2002 1,39¢ 97.1% 94.2% 96.1%  2,64¢ 1.7¢€ 24,46¢
Stamford, C1 30¢€ 334,38 3.C 2002 1,09: 95.8% 95.2% 96.2% 2,097 1.8¢ 70,84¢
Danbury, CT 234 238,95 36.C 2005 1,021 97.4% 95.6% 96.(% 1,584 1.4¢ 35,62
Darien, CT 18¢ 242,530 32.C 2004 1,28: 94.7% 93.1% 94.%  2,43% 1.7¢ 41,59¢
Milford, CT 24¢ 230,24t 22.C 2004 93¢ 97.2% 97. % 96.2% 1,441 1.51 31,50
Shelton, C1 99 145,570 7.1 2008 1,47C 91.9% 86.&% 17.(%(3) 2,02¢ 1.2C 25,21«
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METRO NY/NJ
Long Island, NY

Avalon Common:

Avalon Towers

Avalon Court

Avalon at Glen Cove
South (11

Avalon Pines | & Il

Avalon at Glen Cowv
North (11)

Northern New Jersey

Avalon Cove

Avalon at Edgewate

Avalon at Florhan
Park

Avalon Lyndhurs

Central New Jersey

Avalon Run (7) &
Run East (8
Avalon Watch
Avalon at Freeholi
Avalon Run East |
Avalon at Tinton Fall

New York, NY

Avalon Garden:

Avalon Greer

Avalon Willow

The Avalon

Avalon Riverview |
(11)

Avalon Bowery Plact
|

Avalon Riverview
North (11)

Avalon on the Soun
(11)

Avalon on the Soun
East (11

Avalon Bowery Plact
1]

Avalon White Plaint

Avalon Morningside
Park (11)

Avalon Charles Pon

MID-

Profile of Current, Development and Unconsolidated Communities (1)
(Dollarsin thousands, except per apartment home data)

ATLANTIC/MIDWEST

Baltimore, MD

Avalon at Fairway
Hills I, 11, & 111 (7)

Avalon Symphony
Woods (SGlen

Avalon Symphon)
Woods (SGate

Washington, DC

Avalon at Foxhal
Avalon at Gallery
Place |
Avalon at Decoverh
Avalon Fields |
Avalon Fields Il
Avalon Knoll
Avalon at Rock
Spring (9) (11

Average

Approx. Year of Average Physical Average rental rate Financial

Number o rentable completion / size  occupanc! economic occupanc $per $per reporting

City and stat¢ homes area (Sq. Ft. Acres acquisition (Sq. Ft.) at12/31/0¢ 2009 2008 Apt (4) Sq. Ft. cost (5)
Smithtown, NY 31z 385,29( 20.€ 1997 1,23t 96.2% 94.5% 95.% 2,06C 1.5¢ 34,10¢
Long Beach, NY 10¢ 135,03¢ 1.3  1990/199¢ 1,23¢ 945%  96.(% 97.4%% 3,551 2.7¢ 21,594
Melville, NY 494 601,34: 35.4 1997/200(C 1,217 97.4%  95.2% 94.2% 2,37t 1.8¢ 60,41:
Glen Cove, NY 25¢€ 262,28" 4.C 2004 1,028 93.8% 95.1% 95.8% 2,265 2.1C 68,15:
Coram, NY 45C 547,98. 74.C  2005/200¢ 1,21¢ 96.2% 94.1% 95.8%  1,95¢ 1.5Z 71,71%
Glen Cove, NY 111 100,85. 1.3 2007 90¢ 97.3% 95.% 96.€%  2,07¢ 2.1¢ 39,94
Jersey City, N. 504 640,46° 11.C 1997 1,277 96.4%  96.1% 96.1% 2,71¢ 2.0¢€ 93,58!
Edgewater, N. 40¢ 438,67( 7.6 2002 1,07t 97.1%  95.€% 96.2%  2,290C 2.04 75,43¢
Florham Park, N 27C 330,41( 41.¢ 2001 1,22¢ 95.6%  96.2% 95.8% 2,57¢ 2.0: 42,11¢
Lyndhurst, N. 32¢ 352,46: 5.8 2006 1,07t 93.9% 96.1% 94.%% 2,02 1.81 80,98¢
Lawrenceville, N. 632 718,10: 36.1 1994/199¢ 1,13¢ 95.7%  95.7% 95.1% 1,48/ 1.2°F 76,72¢
West Windsor, N. 51z 496,14. 64.4 1988 96 93.8%  96.(%(2) 96.% 1,39¢ 1.3¢2) 36,11
Freehold, N. 29¢ 317,41¢ 40.c 2002 1,072 94.6%  96.2% 96.2%  1,70¢ 1.5¢ 34,82¢
Lawrenceville, N 312 341,29 70.5 2003 1,094 97.1%  95.5% 96.% 1,75 1.5t 52,23¢
Tinton Falls, N{ 21¢€ 240,74 35.C 2007 1,11f 96.3%  95. % 56.2%(3) 1,75¢ 1.51 41,04¢
Nanuet, NY 504 617,99 62.5 1998 1,22¢ 96.2%  96. % 97.% 2,082 1.64 55,57¢
Elmsford, NY 10t 115,03t 16.€ 1995 1,09¢ 96.2% 97.2% 97.%% 2,327 2.07 13,95!
Mamaroneck, NY 221 240,45¢ 4.C 2000 1,05¢ 96.0% 97.1% 98.(% 2,18¢ 2.01 47,60:¢
Bronxville, NY 11C 148,33¢ 1.5 1999 1,34¢ 97.3% 96.1% 97.1%  3,66( 2.61 31,57¢
Long Island City, N® 372 352,98( 1.C 2002 94¢ 94.9%  96.% 96.8%  3,13¢ 3.2C 95,234
New York, NY 20¢ 162,00 1.1 2006 78€ 97.0%  95.5% 96.2% 4,037 4.9C 92,81(
Long Island City, N® 602 519,09 1.8 2007 86z 93.9% 96.2% 92.2%(3) 2,74¢ 3.0€ 169,32
New Rochelle, NY 41z 415,36¢ 24 2001 1,00¢ 96.4%  96.7% 96.2% 2,20¢ 2.11 117,35
New Rochelle, NY 58¢ 622,99¢ 1.7 2007 1,060 94.9%  96.1% 79.€%(3) 2,27C 2.0€  179,65:
New York, NY 9C 73,62¢ 1.1 2007 81l€ 96.0% 94.1% 97.1%  3,55¢ 4.0¢ 55,76¢
White Plains, NY 407 379,55¢ 0.1 2009 93: 86.0%  54.2%(3) 14.2% 2,477 1.443) 150,43:
New York, NY 29t 243,15 0.8 2009 824 93.2%  89.5%(3) 255% 2,857 3.1((3) 109,65-
Coram, NY 20C 176,000 39.C 2009 88C 96.5%  50.5%(3) N/A 4,382 2.51(3) 48,07¢
Columbia, MD 72C 724,020 59.C 1987/199¢ 1,006 95.4%  96.2% 94.¢% 1,33t 1.2¢ 52,94¢
Columbia, MD 17¢ 179,88( 10.C 1986 1,02 94.9%  92.8%(2) 88.6%(2) 1,32¢ 1.21(2) 13,82¢
Columbia, MD 21¢ 214,67( 12.7  1986/200¢ 994 98.2%  92.(%(2) 90.3%(2) 1,257 1.1€(2) 41,75
Washington, DC 30¢ 297,87¢ 2.7 1982 967 92.9% 95.% 96.2% 2,307 2.27 45,08¢
Washington, DC 20¢ 184,15° 0.5 2003 907 96.1% 96.&% 96.1% 2,577 2.7% 49,04
Rockville, MD 564 551,29 34.€ 1991/1995/200 977 94.9%  95.1% 96.2% 1,487 1.4¢€ 63,524
Gaithersburg, ML 192 197,28( 5.C 1996 1,02¢ 95.8% 97.£% 96.7% 1,407 1.34 14,54
Gaithersburg, ML 96 100,26¢ 5.C 1998 1,04¢ 96.9%  96.2% 97.(% 1,58¢ 1.4¢ 8,33¢
Germantown, MC 30C 290,54« 26.7 1985 96¢€ 96.3%  96.(% 96.5%  1,23¢ 1.2t 9,00z
North Bethesda, MI 38¢ 387,88: 10.z 2003 1,008 96.9% 97.5% 96.8%  1,77¢ 1.7: 82,58¢
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Avalon at Grosveno
Station

Avalon at Traville (8

Avalon Fair Lakes

Avalon at Ballston —
Washington
Towers

Avalon at Camero
Court

Avalon at Providenc
Park

Avalon Crescen

Avalon at Arlington
Square

Chicago, IL
Avalon at Danad
Farms (8]
Avalon at Stratforc
Green (8
Avalon Arlington
Heights

PACIFIC
NORTHWEST
Seattle, WA
Avalon Redmonc
Place
Avalon at Bear Cree
Avalon Bellevue
Avalon RockMeadoy
(8)
Avalon WildReed (8
Avalon HighGrove
(8)
Avalon ParcSquare
(8)
Avalon Brandemoor
(8)
Avalon Belltown
Avalon Meydenbaue

NORTHERN
CALIFORNIA
Oakland-East Bay, CA
Avalon Fremon
Avalon Dublin
Avalon Pleasanto
Avalon at Union
Square
Waterford
Avalon at Willow
Creek
Avalon at Dublin
Station
Avalon Union City

San Francisco, CA

Avalon at Cedar
Ridge

Avalon at Nob Hill

Crowne Ridge

Avalon Foster City

Avalon Towers by
the Bay

Avalon Pacifice

Avalon Sunset
Towers

Avalon at Diamonc

Profile of Current, Development and Unconsolidated Communities (1)
(Dollarsin thousands, except per apartment home data)

Approx.
Number o rentable

City and stat¢ homes area (Sq. Ft.
North Bethesda, MI 497 472,00:
North Potomac, ML 52C 575,52¢
Fairfax, VA 42C 354,94!
Arlington, VA 344 294,95
Alexandria, VA 46( 478,06¢
Fairfax, VA 141 148,28
McLean, VA 55¢ 613,42¢
Arlington, VA 84z 628,43
Wheaton, IL 29t 351,20¢
Bloomingdale, IL 192 237,12-
Arlington Heights, Il 40¢ 352,23t
Redmond, WA 222 219,07!
Redmond, WA 264 296,53(
Bellevue, WA 20C 170,96!
Bothell, WA 20¢€ 246,68:
Everett, WA 234 266,58(
Everett, WA 391 428,96
Redmond, WA 124 131,70¢
Lynwood, WA 424 465,25
Seattle, WA 10C 95,20:
Bellevue, WA 36¢ 333,50:
Fremont, CA 30¢& 386,27°
Dublin, CA 204 179,00
Pleasanton, C, 45¢ 366,06:
Union City, CA 20¢ 150,32(
Hayward, CA 544 452,04:
Fremont, CA 23t 191,93!
Dublin, CA 30E 300,76(
Union City, CA 43¢ 428,73(
Daly City, CA 19t 141,41:
San Francisco, C, 18t 108,71
San Rafael, C/ 254 222,68!
Foster City, CA 28¢ 222,36¢
San Francisco, C, 227 285,88:
Pacifica, CA 22C 186,80(
San Francisco, CA 242 171,85
San Francisco, C, 154 123,56¢

Acres
10.C

47.¢
24.:
4.1
16.C
9.2

19.1
20.1

19.2
127

2.8

8.4
222
112

23.C
19.C

2.C

27.C

16.C

3.C

Year of Average  Physical
completion size occupanc
acquisition  (Sq. Ft.) at12/31/0
2004 95C 94.8%
2004 1,107 95.6%
1989/199 84t 95.5%
1990 857 95.1%
1998 1,03¢ 96.1%
1988/199 1,052 97.9%
1996 1,09¢ 97.0%
2001 74€  95.1%
1997 1,191 95.3%
1997 1,238 95.3%
1987/2001 861 93.6%
1991/199 987 94.1%
1998 1,12 91.7%
2001 858 94.0%
2000 1,197 91.8%
2000 1,13¢ 95.7%
2000 1,097 94.6%
2000 1,062 94.4%
2001 1,097 95.1%
2001 952 95.0%
2008 90€ 96.2%
1994 1,25¢ 96.8%
1989/199 877 95.1%
1988/199: 808 94.5%
1973/199 723 92.8%
1985/198! 831 90.8%
£ 1985/199. 817 96.2%
2006 98¢ 92.8%
2009 977 85.7%
1972/199 728 90.3%
1990/199! 588 97.8%
1973/199 877 96.9%
1973/199: 772 94.1%
1999 1,25¢ 94.3%
1971/199! 84¢ 94.1%
1961/199 707 94.2%
1972/199. 802 90.3%

Average
economic occupanc

2009
96.£%

96.£%
95.71%
95.8%
96.4%
96.2%

97.(%
96.6%

96.5%
96.(%

95.7%

92.(%
94.4%
93.2%
94.4%

95.2%
93.¢%

93.(%
95.1%

93.1%
92.2%

97.1%
96.7%
95.5%(2)
95.5%

91.8%
96.£%(2)

94.1%

42.59%(3)

95.59%(2)

96.(%
95.6%
95.(%
96.1%

95.1%
94.2%

93.2% (2)

Average
rental rate Financial
$per $per reporting
2008 Apt (4) Sq. Ft. cost (5)
97.(% 1,79¢ 1.84 82,45:
97.(% 1,777 1.5t 70,10:
93.3%(2) 1,382 1.57 37,38¢
96.2% 1,80¢ 2.0z 39,21¢
96.2% 1,87¢ 1.74 44 58:
96.7% 1,55¢ 1.4: 11,94:
96.5% 1,85C 1.6% 57,92
96.£% 1,87¢ 2.4: 113,67¢
96.2% 1,417 1.1t 40,03(
96.7% 1,428 1.11 22,25
96.2% 1,49t 1.6¢€ 56,98¢
86.96(2) 1,35¢ 1.27 31,92
96.€% 1,38C 1.1€ 36,28
94.£% 1,558 1.7C 31,09
95.2% 1,26(C 0.9¢ 25,03:
95.8% 1,10C 0.9z 23,13
94.£% 1,10¢ 0.9t 39,94:
96.% 1,611 1.41 19,54:
95.1% 1,16z 1.01 45,69:
95.2% 1,757 1.7z 18,49¢
48.1%(3) 1,61€¢ 1.6t 89,36¢
96.2% 1,677 1.3C 57,31
96.7% 1,47 1.6z 28,69«
96.8% 1,371 1.652) 66,02¢
96.7% 1,24 1.6t 22,92«
93.% 1,25C 1.3¢ 62,19(
97.(% 1,457 1.752) 36,49:
67.€%(3) 1,691 1.61 84,38(
N/A 2,12C 0.943) 118,74(
97.(% 1,621 2.1%2) 29,14
96.€% 1,921 3.14 28,19:
96.£% 1,47¢ 1.61 33,10(
97.1% 1,585 1.9t 44,19
97.5%% 3,02t 231 67,05t
97.(% 1,65C 1.8t 32,48:
96.2% 1,97t 2.6: 28,89(
95.9% (2) 1,901 2.21(2) 28,93:



Heights

Avalon at Missior San Francisco, C. 25C 240,36¢ 1.4 2003 961 93.6% 96.% 96.(% 3,12z 3.1: 93,14¢
Bay North

Avalon at Missior San Francisco, C, 26( 261,36 1.5 2009 1,00t 85.0%  46.2%(3) N/A 3,07¢  1.4%3) 146,91
Bay I
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San Jose, CA

Avalon Campbel
CountryBrook
Avalon on the
Alameda
Avalon Rosewall
Avalon Silicon
Valley
Avalon Mountain
View (9)
Avalon at
Creekside
Avalon at Cahill
Park

Avalon Towers on

the Peninsul:
Countrybrook I

SOUTHERN

CALIFORNIA

Orange County, CA

Avalon Newport

Avalon Mission
Viejo

Avalon at South
Coasti

Avalon Santa
Margarita

Avalon at Pacific
Bay

Avalon Warner
Place

Avalon Anaheim
Stadium

San Diego, CA
Avalon at Mission

Bay

Avalon at Mission

Ridge

Avalon at Cortez
Hill

Avalon Fashior
Valley

Los Angeles, CA
Avalon at Medie
Center

Avalon Woodlanc

Hills

Avalon at Warne

Center
Avalon Glendale
(11)
Avalon Burbank

Avalon Camarillo

Avalon Wilshire
Avalon Encina

Profile of Current, Development and Unconsolidated Communities (1)
(Dollarsin thousands, except per apartment home data)

Average

Approx. Year of Average Physical Average rental rate Financial

Number o rentable completion, size  occupanc' ___€conomic occupanc $ per reporting

City and stat¢ homes area (Sq. Ft. Acres _acquisition (Sq.Ft) at12/31/0' 2009 2008 Apt (4) $perSq.F cost (5)
Campbell, CA 34¢ 329,81¢ 10.& 1995 948 94.5% 94.5% 96.9%  1,68¢ 1.6¢ 60,67
San Jose, C, 36C 322,99 14.C 1985/199i 897 96.9% 94.9% 95.%  1,48¢ 1.5¢ 52,87+
San Jose, C, 30¢ 320,46« 8. 1999 1,051 94.1% 96.7% 97.2% 2,03 1.87 56,93¢
San Jose, C, 45¢€ 459,16: 16.€ 1997/199! 1,007 94.5% 95.8% 96.49%  1,69¢ 1.62 79,97
Sunnyvale, CA 71C 659,72¢ 13.€ 1997 92¢ 95.4% 96.&% 96.1% 1,95t 2.0¢ 123,52
Mountain View, CA 24¢ 211,55: 10.8 1986 855 94.8% 90.€%(2) 88.0(%(2) 1,85¢ 1.97(2) 58,88
Mountain View, CA 294 215,68( 13.C 1962/199° 734 96.3% 97.(% 97.€% 1,51t 2.0C 43,657
San Jose, CA 21¢ 221,930 3.& 2002 1,01¢ 95.4% 96.7% 97.€%  2,02( 1.92 52,741
Mountain View, CA 211 218,39: 1.¢ 2002 1,038 95.7% 97.(% 97.%  2,63¢ 2.47 65,81
San Jose, C, 80 64,55 3.€ 2007 807 100.0% 95.2% 96.€%  1,44: 1.7C 18,00¢
Costa Mesa, C/ 14E 122,41' 6.€ 1956/199 844 95.9% 95.2% 96.2% 1,64« 1.8¢ 10,44:
Mission Viejo, CA 16€ 124,77( 7.€ 1984/199i 75z 95.2% 93.52% 95.00 1,27C 1.5¢ 14,12(
Costa Mesa, CA 25€ 210,92: 8.C 1973/199i 81€ 96.9% 94.(% 94.406 1,377 1.5¢ 26,02%
Rancho Santa Margarita, ( 301 229,590 20.C 1990/199 763 95.4% 93.1% 96.7% 1,33t 1.6¢ 24,521
Huntington Beach, CA 304 268,72( 9.7 1971/199 884 94.4% 94.2% 96.1%  1,51Z 1.61 33,23¢
Canoga Park, CA 21C 186,40: 3.2 2007 88& 93.3% 94.1% 57.2%(3) 1,58: 1.6¢ 52,74
Anaheim, CA 251 302,48( 3.5 2009 1,208 95.6% 49.2%(3) 4.&8&% 2,267 0.9:(3) 97,81:
San Diego, CA 564 402,32( 12.€ 1969/199 715 95.2% 94.% 95.(% 1,43¢ 1.9C 66,88¢
San Diego, CA 20C 208,12¢ 4.C 1960/199° 1,041 95.0% 92.2% 94.% 1,652 1.4¢€ 22,66¢
San Diego, CA 294 227,37 1.4 1973/199: 775 94.9% 93.%% 96.49%  1,50¢ 1.82 34,74%
San Diego, C# 161 186,76¢ 10.C 2008 1,16( 92.6% 68.4% 15.2%(3) 2,38( 1.2¢ 64,54(
Burbank, CA T74¢ 532,26 14.1 1961/199 71z 95.2% 94.5% 95.€%  1,44( 1.91 77,72¢
Woodland Hills, CA 662 597,87. 18.z2 1989/199° 90z 89.6% 83.£%(2) 76.%(2) 1,50( 1.4C(2) 107,90:
Woodland Hills, CA 227 195,22. 7.C 1979/199: 86C 96.5% 94.2% 94.71%  1,55¢ 1.7¢ 27,56¢
Burbank, CA 22¢ 241,71- 51 2003 1,084 96.4% 94.2% 94.2% 2,271 1.9¢ 41,567
Burbank, CA 40C 360,58° 6.S 1988/200: 901 88.0% 88.1%(2) 96.7%(2) 1,87¢ 1.84(2) 91,65¢
Camarillo, CA 24¢ 233,26° 10.C 2006 937 95.2% 93.€% 94.5%  1,51: 1.51 48,73¢
Los Angeles, C/£ 12: 125,190 1.6 2007 1,01¢ 94.3% 94.1% 94.% 2,582 2.3¢ 46,87¢
Los Angeles, C£ 131 131,22( 2.C 2008 1,00z 96.2% 76.£% 15.7%(3) 2,47t 1.7¢ 61,81¢
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DEVELOPMENT
COMMUNITIES

Avalon Irvine

Avalon Walnut Creek (9) (11
Avalon Norwalk

Avalon Fort Green

Avalon Towers Bellevue (11
Avalon Northborough |

Avalon at West Long Branc

UNCONSOLIDATED
COMMUNITIES

Avalon at Mission Bay North II (¢
Avalon Del Rey (9

Avalon Chrystie Place | (9)(1:
Avalon Juanita Village (1C

Avalon at Redondo Beach (

Avalon Sunset (6
Civic Center (6
Avalon Paseo Place (

Avalon Yerba Buena (€
The Springs (6
Avalon Skyway (6

South Hills Apartments (€
Avalon Lakeside (6

Avalon at Poplar Creek (¢

Avalon Lombard (6
Middlesex Crossing (€

Weymouth Place (€
Avalon Columbia (6

Avalon Cedar Place (¢
Avalon Centerpoint (6
Avalon at Aberdeen Station (

Avalon at Rutherford Static
(6)

Avalon Crystal Hill (6)

The Hermitage (12

Avalon Bellevue Park (12

Profile of Current, Development and Unconsolidated Communities (1)
(Dollarsin thousands, except per apartment home data)

Average
Approx. Year of  Average Physical Average rental rate Financial
Number o rentable completion, size  occupanc' ___€conomic occupanc $ per reporting
City and statt homes area (Sqg. Ft. Acres acquisition (Sq. Ft.) at12/31/00 2009 2008 Apt (4) $perSq.F cost (5)
Irvine, CA 27¢ 243,15 4.5 N/A 87z N/A N/A N/A N/A N/A 76,10¢
Walnut Creek 422 448,38: 5.3 N/A 1,065 N/A N/A N/A N/A N/A 98,82(
CA
Norwalk, CT 311 312,016 45 N/A 1,00:  N/A N/A N/A N/A N/A 50,77
Brooklyn, NY 631 498,63: 1.C N/A 79C  N/A N/A N/A N/A N/A  259,67:
Bellevue, WA 39¢€ 330,19« 1.5 N/A 834 N/A N/A N/A N/A N/A 73,79¢
Northborougt 21¢ 271,15 17.7  N/A 1,23t N/A N/A N/A N/A N/A 18,90
MA
West Long 18C 192,35 10.4 N/A 1,06¢ N/A N/A N/A N/A N/A 2,21¢
Branch, N.
San Francisc 31z 291,55¢ 15 2006 931 92.3% 95.2% 95.(% 2,98¢ 3.0¢ N/A
CA
Los Angeles 30¢ 284,38 5. 2006 92C 94.2% 94.2% 92.7% 1,972 2.0z N/A
CA
New York, 361 266,94( 1.5 2005 73€ 99.0% 95.5% 96.% 4,13¢ 5.34 N/A
NY
Kirkland, WA 211 209,33t 2.9 2005 99z 915% 91.% 95.2% 1,661 1.5 N/A
Redondc 10t 86,07¢ 1.2 1971/200. 82C 97.1% 93.2% 94.2% 1,90¢ 2.17 N/A
Beach, CA
Los Angeles 82 71,037 0.8 1987/200! 86€ 97.6% 93.%% 96.5% 1,86: 2.01 N/A
CA
Norwalk, CA 192 174,37¢ 8.7 1987/200! 90€ 96.9% 92.52% 93.6% 1,58¢ 1.61 N/A
Fremont, CA 134 106,24¢ 7.0 1987/200! 793 96.3% 96.©% 94.8% (2) 1,45: 1.717 N/A
San Francisc 16C 159,60: 0.9 2000/200t 99¢€ 93.1% 95.% 97.1% 2,78¢ 2.67 N/A
CA
Corona, CA 32( 241,44( 13.% 1987/200! 758 95.3% 86.(% 87.1% 1,015 1.1¢€ N/A
San Jose,C/ 34¢ 287,91¢ 18.4 1994/200 827 98.6% 96.7% 97.1% 1,46( 1.71 N/A
West Covina 85 107,15( 5.3 1966/200° 1,261 94.1% 94.¢% 88.(% (2) 1,63¢ 1.2¢ N/A
CA
Wheaton, IL 204 162,82 12.4 2004 79€ 93.1% 96.(% 96.2% 98¢ 1.1¢ N/A
Schaumburg, 19¢ 178,49( 12.€ 1986/200! 911 95.9% 95.&% 91.2% 1,15¢ 1.2 N/A
IL
Schaumburg, 25¢€ 201,92: 13.Z 1988/200:! 78¢ 95.7% 97.2% 96.2% (2) 1,06¢ 1.32 N/A
IL
Billerica, MA 252 188,91t 13.C 2007 75C 95.6% 96.£€% 96.(% 1,25C 1.61 N/A
Weymouth, 211 154,95 7.7 1971/200 734 99.1% 92.6% 95.8% (2) 1,12« 1.42 N/A
MA
Columbia, 17C 180,45. 11.% 1989/200- 1,061 96.5% 96.¢% 96.2% 1,47¢ 1.35 N/A
MD
Columbia, 15€ 152,920 11.4 1972/2001 98C 94.2% 97.(% 86.8% (2) 1,211 1.2C N/A
MD
Baltimore,MC 392 312,35¢ 6.9 2005/200° 797 91.9% 93.&% 90.5% 1,43¢ 1.7¢C N/A
Aberdeen, N. 29C 414,58! 16.€ 2002/2001 1,43( 94.5% 96.4% 96.5% 1,75¢ 1.1¢ N/A
East 10¢ 131,93° 1.5 2005/200° 1,222 100.0% 96.¢% 95.2% 2,22z 1.7¢ N/A
Rutherford,
NJ
Pomona, NY 16¢€ 215,200 12.1 2001/200° 1,281 96.5% 96.¢% 95.2% 1,982 1.4¢ N/A
Fairfax, VA 491 165,94¢ 13.5 2009 336 95.3% 94.2% (3) N/A 1,35¢ 3.7¢3) N/A
Bellevue, WA 22C 373,840 1.8 2009 1,69¢ 85.0% 88.9% (3) N/A 1,33¢ 0.7(¢(3) N/A
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@)
)

©)

4)
®)

(6)
@)
®)
9)
(10)

11)
(12)

We own a fee simple interest in the communitigedisexcepted as noted belc

Represents a community that was under redevelopaoeiny the year, which could result in lower aggr&conomic occupancy and average rental rategpare
foot for the year

Represents a community that completed developnremés purchased during the year, which could résutiwer average economic occupancy and ave
rental rate per square foot for the ye

Represents the average rental revenue per occapatinent home

Costs are presented in accordance with GAAP. FoectuDevelopment Communities, cost represents ¢o&ts incurred through December 31, 2009. Firs
reporting costs are excluded for unconsolidatednsanities, see Note “Investments in Real Estate Entit”

We own a 15.2% combined general partnership arickictdimited partner equity interest in this conmity.
We own a general partnership interest in a partigtbat owns a fee simple interest in this comriyui

We own a general partnership interest in a patigtructured as a DownREIT that owns this comiyu
We own a membership interest in a limited liabiitympany that holds a fee simple interest in thismunity.

This community was transferred to a jointtuee entity upon completion of development. Wendbhold an equity interest in the entity, but ireta promoted
residual interest in the profits of the entity. Véeeive a property management fee for this commu

Community is located on land subject to a landde
We own a 31.3% combined general partnership arickictdimited partner equity interest in this conmity.

26




Development Communities

As of December 31, 2009, we had seven Developmemn@unities under construction. We expect these Dpugent Communities, when completed, to add a tdtal
2,438 apartment homes to our portfolio for a togglitalized cost, including land acquisition cosfsapproximately $813,300,000. You should cargfuélview Item la.,
“Risk Factors,” for a discussion of the risks asstad with development activity and our discussioder Item 7., “Management’s Discussion and AnalgsiFinancial
Condition and Results of Operations,” for furthescdssion of our 2010 outlook for development aigtiv

The following table presents a summary of the Dgwelent Communities. We hold a direct or indireet $emple ownership interest in these communitiegpixwhere
noted.

Total
Number of capitalized
apartmen cost (1) Constructiol Initial Estimatec Estimatec
homes ($ millions) start occupancy (z completion stabilization (3
1. Avalon Irvine 27¢ $ 774 Q4 200° Q2 200¢ Q1 201( Q3 201(
Irvine, CA
2. Avalon Fort Green 631 306.¢ Q4 200° Q4 200¢ Q1 201: Q3 201:
New York, N
3. Avalon Walnut Creek (4 422 151.5 Q3 200¢ Q2 201( Q1 201: Q3 201:
Walnut Creek, C/
4. Avalon Norwalk 311 86.4 Q3 200t Q2 201( Q2 201: Q4 201:
Norwalk, CT
5. Avalon Towers Bellevu 39¢€ 126.1 Q4 200¢ Q2 201( Q2 201: Q4 201:
Bellevue, W/
6. Avalon Northborough | 21¢ 36.2 Q4 200¢ Q2 201( Q1 201: Q3 201:
Northborough, M#
7. Avalon at West Long Branc 18C 28.€ Q4 200¢ Q3 201( Q1 201: Q3 201:
West Long Branch, N
Total 2,43¢ $ 813.:

(1) Total capitalized cost includes all capitalizedtsqwojected to be or actually incurred to devetaprespective Development Community, determine
accordance with GAAP, including land acquisitiostsp construction costs, real estate taxes, ceggithinterest and loan fees, permits, professifa®s, allocate:
development overhead and other regulatory feesl Tapitalized cost for communities identified asihg joint venture ownership, either during constion or
upon construction completion, represents the fotgjected joint venture contribution amou

(2)  Future initial occupancy dates are estimates. Toemnebe no assurance that we will pursue to coiopleiny or all of these proposed developme
(3) Stabilized operations is defined as the earligi)afttainment of 95% or greater physical occupamic{ii) the on-year anniversary of completion of developmi
(4)  This community is being financed in part by thimHy, ta>-exempt debt

Redevelopment Communities

As of December 31, 2009, we had seven consolidateanunities under redevelopment. We expect thé ¢amtalized cost to redevelop these communiteset
$118,400,000, excluding costs prior to redevelogmafe have found that the cost to redevelop artiegigpartment community is more difficult to butigad estimate
than the cost to develop a new community. Accolglinge expect that actual costs may vary from awddet by a wider range than for a new developmemincunity.
We cannot assure you that we will meet our schefduleeconstruction completion or restabilized @iens, or that we will meet our budgeted costbeegiindividually
or in the aggregate. We anticipate increasing edevelopment activity related to communities owhgdhe Funds, as well as communities in our curopetating
portfolio. You should carefully review Item 1a.,i#R Factors,” for a discussion of the risks asgedavith redevelopment activity.
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The following presents a summary of these Redewedop Communities:

Total cost
Number o ($ millions) Estimated Estimated
apartmen Pre-redevelopmet Total capitalize Reconstructio reconstructio restabilizec
homes cost cost (1) start completion operations (Z
1. Avalon Woodland Hill¢ 662 $ 72.1 $ 110.€ Q4 200° Q2 201( Q4 201(
Woodland Hills, C#
2. Avalon at Diamond Heigh 154 25.2 30.€ Q4 200° Q4 201( Q2 201:
San Francisco, C,
3. Avalon Burban} 40C 71.C 94.4 Q3 200¢ Q3 201( Q1 201:
Burbank, CA
4. Avalon Pleasanto 45€ 63.C 80.¢ Q2 200¢ Q4 201: Q2 201.
Pleasanton, C/
5. Avalon Watct 51z 30.2 49.¢ Q2 200¢ Q1 201: Q3 201:
West Windsor, N
6. Avalon at Cedar Ridc 19t 27.7 33.¢ Q3 200¢ Q1 201: Q3 201:
Daly City, CA
7. Avalon at Willow creel 23t 36.5 44.C Q4 200¢ Q1 201: Q3 201:
Fremont, CA
Total 2,61¢ $ 325.¢ $ 444

(1) Total capitalized cost includes all capitalizcosts projected to be or actually incurred tievelop the respective Redevelopment Communityydiireg land
acquisition costs, construction costs, real estates, capitalized interest and loan fees, permitfessional fees, allocated development overeddther
regulatory fees, all as determined in accordantie @AAP.

(2) Restabilized operations is defined as the earfié) attainment of 95% or greater physical occupgor (ii) the on-year anniversary of completion
redevelopmen

Development Rights

As of December 31, 2009, we are evaluating theéudevelopment of 28 new apartment communitiesand that is either owned by us, under contracfestito a
leasehold interest or for which we hold either echase or lease option. We generally prefer to Baldelopment Rights through options to acquire Jattthough for 14
of the Development Rights we currently own the landvhich a community would be built if we proceddeth development. The Development Rights rangmfr
those beginning design and architectural planrrthase that have completed site plans and draveindsan begin construction almost immediately.@atemate that
the successful completion of all of these commesitiould ultimately add 7,180 apartment homes tgottfolio. Substantially all of these apartmeontes will offer
features like those offered by the communities weently own. At December 31, 2009, there were datiwe capitalized costs (including legal fees,igedees and
related overhead costs, but excluding land co$t$36,763,000 relating to Development Rights. Iditidn, land costs related to the pursuit of Depetent Rights
(consisting of original land and additional cargyicosts) of $237,095,000 are reflected as land foeldevelopment as of December 31, 2009 on thes@atated
Balance Sheet of the Consolidated Financial Statesveet forth in Item 8 of this report. In additieve control certain land that is held for devel@pmtunder a 99-year
land lease agreement, with future minimum obligatiof approximately $6,500,000 per year.

The properties comprising the Development Righesimdifferent stages of the due diligence and legry approval process. The decisions as to whithe
Development Rights to invest in, if any, or to ¢one to pursue once an investment in a DevelopRaftt is made, are business judgments that we af&ewe
perform financial, demographic and other analyBethe event that we do not proceed with a DevekapnRight, we generally would not recover capitdizosts
incurred in the pursuit of those communities, usilege were to recover amounts in connection withstile of land; however, we cannot guarantee a eggoinitial
development costs incurred for pursuits for whigtufe development is not yet considered probakdegpensed as incurred. In addition, if the stafsDevelopment
Right changes, making future development no lopgebable, any capitalized pre-development costslzeged to expense. During 2009, we incurred egehaf
approximately $5,842,000 of pre-development casti&wvelopment rights that were not yet probablitfre development at the
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time incurred, or for pursuits that we determinexlig not likely be developed. We also incurred argk of $21,152,000 on three land parcels that tveld:for
development that we do not currently intend to tgve

You should carefully review Section la., “Risk Fast” for a discussion of the risks associated Witlvelopment Rights.
The table below presents a summary of these DeredopRights:

Total
Estimatec capitalizec

number cost
Location of homes ($ millions) (1.
1. Rockville Centre, NY Phase 21C $ 78
2. Greenburgh, NY Phase 28¢€ 77
3. Seattle, WA 204 58
4. Lynnwood, WA Phase | 82 18
5. Plymouth, MA Phase | 92 2C
6. Wilton, CT 10C 3C
7. Wooc-Ridge, NJ Phase 26€ 6C
8. San Francisco, C, 172 65
9. New York, NY 691 307
10. Boston, MA 18C 97
11. Rockville Centre, NY Phase 13¢ 51
12.  Shelton, C1 251 6€
13. Roselle Park, N 24¢ 54
14. Garden City, NY 16C 51
15. Wooc-Ridge, NJ Phase 14C 32
16. Brooklyn, NY 861 44¢
17. Rockville, MD 23¢ 57
18. Andover, MA 11& 26
19. Huntington Station, N\ 424 10C
20. North Bergen, N. 164 47
21. Dublin, CA Phase | 487 14&
22. Seattle, WA Il 272 81
23. Cohasset, M£ 20C 38
24. Stratford, CT 13C 22
25. Tysons Corner, V/ 33¢ 87
26. Greenburgh, NY Phase | 15€ 43
27. Yaphank, NY 34z 57
28. Hackensack, N 22¢ 48
Total 7,18( $ 2,25¢

(1) Total capitalized cost includes all capitalizedtsascurred to date (if any) and projected to miined to develop the respective community, deteechin
accordance with GAAP, including land acquisitiorstso construction costs, real estate taxes, cagitbinterest and loan fees, permits, professifaes, allocate:
development overhead and other regulatory
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Land Acquisitions

We select land for development and follow establishrocedures that we believe minimize both thé aod the risks of development. During 2009, weuaeq the
following two land parcels for development for ayjgeegate purchase price of approximately $11,9%1,00

Estimatec Total
number capitalized
Gross of apartmer cost (1) Date
acres homes ($ millions) acquirec
1. Avalon Northborough | 8.2 21¢ $ 36 February 200!
Northborough, M#£
2. Avalon Willoughby West (2 4.2 861 44: September 20(
New York, N
Total 12.£ 1,08( $ 47¢

(1) Total capitalized cost includes all capitalizcosts incurred to date (if any) and projecteldetincurred to develop the respective commungggemined in
accordance with GAAP, including land acquisitiostso construction costs, real estate taxes, caggitbinterest and loan fees, permits, professifaes, allocate:
development overhead and other regulatory

(2) This represents a portion of the aggregate furchase that we will transact under a non-dableecommitment related to this expected develogpnas
discussed in Note  Commitments and Contingenci” of the Consolidated Financial Statements set farttem 8 of this report
Other Land and Real Estate Assets

At December 31, 2009 we own land that we do naterily intend to develop with an aggregate carryoagis under GAAP of $96,356,000. We believe thatcurrent
carrying basis of these assets is such that there charge for impairment, or further charge indhse of assets previously impaired. However webeaubject to the
recognition of further impairment charges in themvhat there are indicators of such impairmemd,\we determine that the carrying basis of thetassgreater than
the current fair value, less costs to dispose.

Recent Disposition Activity

We (i) sell assets that do not meet our long-terestment strategy or when capital and real estat&ets allow us to realize a portion of the valteated over the past
business cycle and (ii) redeploy the proceeds tlmse sales to develop, redevelop and acquire caitiesl Pending such redeployment, we will gengnadle the
proceeds from the sale of these communities toceedmounts outstanding under our Credit Facility.0Ocasion, we will set aside the proceeds fronséte of
communities into a cash escrow account to faalisahon-taxable, like-kind exchange transactioarrFdanuary 1, 2009 to January 31, 2010, we soléheenest in six
wholly owned communities, containing 1,332 aparttiermes. The aggregate gross sales price for dessts was $225,125,000.

Insurance and Risk of Uninsured Losses

We carry commercial general liability insurance anoperty insurance with respect to all of our camities. These policies, and other insurance pdieie carry, have
policy specifications, insured limits and deduabthat we consider commercially reasonable. Taerehowever, certain types of losses (such aedamssing from ac
of war) that are not insured, in full or in pargdause they are either uninsurable or the costsaofance makes it, in management'’s view, econolyirapractical. You
should carefully review the discussion under Itean 1Risk Factors,” of this Form 10-K for a disciassof risks associated with an uninsured propertiability loss.

Many of our West Coast communities are locatethéngeneral vicinity of active earthquake faults.nylaf our communities are near, and thus susceptihlthe major
fault lines in California, including the San Andsdgault and the Hayward Fault. We cannot assurehatian earthquake would not cause damage orslgssater than
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insured levels. We have in place with respect taroanities located in California and Washington,day single occurrence and in the aggregate, $8H00 of
coverage. Earthquake coverage outside of Calif@nthWashington is subject to a $100,000,000 kmadah occurrence and in the aggregate. In Califetheiaeductible
each occurrence is five percent of the insuredevafieach damaged building. Our earthquake inserantside of California provides for a $100,000wi=ible per
occurrence except that the next $350,000 of lossg@aurrence outside California will be treatecaasadditional self-insured retention until the tataurred selfinsured
retention exceeds $1,400,000.

On December 31, 2009, we elected to cancel andtesour property insurance policy for a 16 monttmtén order to take advantage of updated earthqlosise
projections and declining insurance premium radssa result, our property insurance premium deeeéy approximately 24% with no material changesowverage.
We expect to renew this policy when it expires oayM, 2011.

In August 2009, we renewed our general liabilityiggoand worker’'s compensation coverage for a cggr yerm, and experienced a decrease in the preomuhese
policies of approximately 25%, with no material obas in the coverage. These policies are in efifietiit August 1, 2010.

Just as with office buildings, transportation sgsteand government buildings, there have been repgwat apartment communities could become tardeesrarism. In
December 2007, Congress passed the Terrorism Riskance Program Reauthorization Act (“TRIPRA”) ethis designed to make terrorism insurance availabl
through a federal back-stop program until 2014:dnnection with this legislation, we have purchassdrance for property damage due to terrorisrtoup
$250,000,000. Additionally, we have purchased iaisoe for certain terrorist acts, not covered ufd&PRA, such as domestic-based terrorism. Thisrarse, often
referred to as “non-certified” terrorism insuranisesubject to deductibles, limits and exclusiddsr general liability policy provides TRIPRA covgea(subject to
deductibles and insured limits) for liability tarth parties that result from terrorist acts at communities.

An additional consideration for insurance coverage potential uninsured losses is mold growth. Mplevth may occur when excessive moisture accuesiiat
buildings or on building materials, particularlytfife moisture problem remains undiscovered or isaddressed over a period of time. If a signifiaaeld problem arise
at one of our communities, we could be requiredridertake a costly remediation program to contairemove the mold from the affected community aodld be
exposed to other liabilities. For further discuasid the risks and the Company'’s related preverdiwh remediation activities, please refer to tiseutision under

Item 1a., “Risk Factors — We may incur costs duerteironmental contamination or non-complianceséethere in this report. We cannot provide assurdrateve

will have coverage under our existing policiesgooperty damage or liability to third parties anigias a result of exposure to mold or a claim gisyre to mold at one
of our communities.

We also carry crime policies (also commonly reféri@as a fidelity policy or employee dishonestiiqy) that protect the Company, up to $5,000,000queurrence,
from employee theft of money, securities or propert

ITEM 3. LEGAL PROCEEDINGS

As previously reported, we are involved in litigatialleging that communities constructed by usat®the accessibility requirements of the Fair kauséct (“FHA”")
and the Americans with Disabilities Act. The EqRaghts Center (“ERC”) filed a complaint againstarsSeptember 23, 2005 in the U.S. District Coursfriat of
Maryland with respect to 100 properties. In Noven@09, we settled this litigation by entering imt@ourt approved consent decree. Under the codserge we will
inspect and, if necessary, remediate up to 8,2&€trapnt units and related public and common areagracommunities. We expect that the remediatésulting from
the inspections, which should occur over approxatyaa four year period, will enhance and/or extérauseful life of the applicable communities arill therefore be
capitalized. Although we will not be able to deterenthe exact remediation or associated costs insplkections are completed, we do not believettietemediation
costs will be material to the Company.
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On August 13, 2008 the U.S. Attorney’s Office foe tSouthern District of New York filed a civil lawis against the Company and the joint venture (CMR.C) in
which it has an interest that owns Avalon ChryBii@ce. The lawsuit alleges that Avalon Chrystie®laas not designed and constructed in accordaiticehs
accessibility requirements of the FHA. The Compdegigned and constructed Avalon Chrystie Place avitlew to compliance with New York City’s Local wéb8,
which for more than 20 years has been New York’€itpde regulating the accessible design and catistnof apartments. After the filing of its answeard affirmativi
defenses, during the fourth quarter of 2009 thinpithserved the Company with discovery requestating to communities owned by the Company natidewThe
Company objected to these discovery requests ag begerly broad, as the plaintiff's complaint mddetual allegations with regard to Avalon Chry$tiace only. A
magistrate judge agreed with the Company and ldrdiscovery to Avalon Chrystie Place. The plainsfappealing the magistrate judge’s ruling. Dugh®preliminary
nature of the Department of Justice matter, inclgdvhether the scope of their suit will be extenttedther properties, we cannot predict or deteentiire outcome of
that matter, nor is it reasonably possible to estiinthe amount of loss, if any, that would be assed with an adverse decision or settlement.

On August 1, 2008, we filed a lawsuit in the Supe@ourt of the State of Washington in the CouritiKing ( Avalon DownREIT V, L.P. v. Grand-Glacier, LLC €t al
relating to our assertion that the homeowners &s$me in which our former Avalon Wynhaven commuyrig a part systematically overcharged us for vezishared
costs. We sold this property in 2008 and agreeddemnify the buyer for annual association feethéoextent they exceed an amount that we eachcigias
reasonable. The defendants have filed a cross-elgaimst Avalon DownREIT V, L.P. seeking foreclasof the property and satisfaction of all amoutiegad to be
due. We intend to vigorously pursue our claim aefiédd against the counter claim. We are negotiatisgttiement of this litigation on terms that aoé material to the
Company'’s operations or financial condition, butea@not predict if or when we will settle thisdiition, or the terms of a final judgment or setdein

In addition to the matters described above, wers@ved in various other claims and/or adminisiaiproceedings that arise in the ordinary coufsaiobusiness.
While no assurances can be given, we do not beffateany of these other outstanding litigationterat individually or in the aggregate, will havenaterial adverse
effect on our operations.

ITEM 4. [RESERVED]
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY
SECURITIES

Our common stock is traded on the NYSE under thiestisymbol AVB. The following table sets forth tipearterly high and low sales prices per sharauoicommon
stock for the years 2009 and 2008, as reportetidoyy SE. On January 31, 2010 there were 648 holiferecord of an aggregate of 81,546,465 sharesiiof
outstanding common stock. The number of holders dogé include individuals or entities who benefigi@wn shares but whose shares are held of rdep@lbroker or
clearing agency, but does include each such bakelearing agency as one record holder.

2009 2008

Sales Price Dividends Sales Prict Dividends

High Low declarec High Low declarec

Quarter ended March : $61.87 $35.3¢ $0.892¢ $105.9¢ $79.7¢ $0.892¢
Quarter ended June : $66.71 $45.4¢ $0.892¢ $107.3% $87.6¢ $0.892¢
Quarter ended September $78.7¢ $49.9¢ $0.892¢ $109.4¢ $82.91 $0.892¢
Quarter ended December $87.7¢ $66.91 $0.892¢ $ 96.6¢ $41.4: $2.700(

At present, we expect to continue our policy ofipgyegular quarterly cash dividends. However ftren, timing and/or amount of dividend distributgowill be
declared at the discretion of the Board of Direstamd will depend on actual cash from operationsfinancial condition, capital requirements, timaal distribution
requirements under the REIT provisions of the maéRevenue Code and other factors as the Bodditettors may consider relevant. The Board of Dezmay
modify our dividend policy from time to time.

Dividends declared for the quarter ended Decembg2@08 included a special dividend, declared ineDaber 2008, of $1.8075 per share (the “Speciadbnd”) in
conjunction with the fourth quarter 2008 regularidiend of $0.8925 per share. These dividends waietip cash and common shares. The Special Dividersl

declared to distribute a portion of the excessnmeattributable to gains on asset sales from thepaay’s disposition activities during 2008. The SgkDividend was
declared to qualify for the dividends paid dedutfior tax purposes and minimize corporate levebine taxes for 2008 and reduce federal excise taxes.

In February 2010, we announced that our Board oféd@ors declared a dividend on our common stockhfeffirst quarter of 2010 of $0.8925 per sharee @ividend wil
be payable on April 15, 2010 to all common stockea as of March 31, 2010.
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Issuer Purchases of Equity Securit

(c)
Total Number ot
Shares Purchas¢

(d)
Maximum Dollar Amoun
that May Yet be Purchast

(a) (b) as Part of Publicl Under the Plans ¢
Total Number ot Average Price Pai Announced Plans Programs
Shares Purchas¢ per Shar¢ Programs (in thousands
Period (1) () (2) 2
Month Ended October 31, 20! — $ — — $200,00(
Month Ended November 30, 20 — $ — — $200,00(
Month Ended December 31, 20 18C $86.5¢ — $200,00(

(1) Includes shares surrendered to the Compaagrinection with employee stock option exercisegesting of restricted stock as payment of exengigze or as

payment of taxes

(2) Asdisclosed in our Form -Q for the quarter ended March 31, 2008, representsunts outstanding under the Comy's $500,000,000 Stock Repurch:

Program. There is no scheduled expiration datkisoprogram

Information regarding securities authorized fouasce under equity compensation plans is includele section entitled “Security Ownership of CierBeneficial

Owners and Management and Related Stockholder idattethis Form 10-K.
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ITEM 6. SELECTED FINANCIAL DATA

The following table provides historical consolidafenancial, operating and other data for the Camyp& ou should read the table with our Consoliddtethncial
Statements and the Notes included in this repoittgieé in thousands, except per share information).

Revenue
Rental and other inconr
Management, development and other
Total revenue

Expenses
Operating expenses, excluding property té
Property taxe
Interest expense, n
(Gain) loss on extinguishment of debt,
Depreciation expens
General and administrative expel
Impairment los— land holdings
Total expense

Equity in income of unconsolidated entit
Gain on sale of lan

Income from continuing operatiol
Discontinued operation
Income from discontinued operatic
Gain on sale of communiti¢

Total discontinued operatiol

Net income

Net (income) loss attributable to redeemable notrodimg
interests

Net income attributable to the Compe

Dividends attributable to preferred stc

Net income attributable to common stockholc
Per Common Share and Share Information

Earnings per common she— basic:

Income from continuing operations attributable déonenon
stockholders (net of dividends attributable to erefd
stock)

Discontinued operations attributable to commonidiotders

Net income attributable to common stockholc

Weighted average shares outstan— basic®

Earnings per common she— diluted:

Income from continuing operations attributable déonenon
stockholders (net of dividends attributable to erefd
stock)

Discontinued operations attributable to commonidiotders

Net income attributable to common stockholc

Weighted average shares outstan— diluted @

Cash dividends declar¢®

For the year ende

12-31-09

$ 844,25
7,32¢
851,58:

261,75:
83,80¢
150,32:
25,91(
209,74t
28,74¢
21,15:
78144

1,441
4,83

76,41%

13,97«
63,88
77,86

154,27-

1,37
155,64

$ 155,64

$ 0.97
0.97

$ 1.94
79,951,34

$ 0.9¢
0.97

$ 1.92
80,599,65

$ 3.57

12-31-08

$

807,65t
6,56¢

814,22:

248,86:
73,931

720,29t

4,56¢

98,49:

27,35¢
284,90:

312,25

410,74¢

741

411,48
(10,459

$

$

401,03!

1.1t

4.0¢€

$

5.21

76,783,51

$

1.1t

4.0z

$

5.17

77,578,85

$

3.57

12-31-07 12-31-06 12-31-05

$ 721,64 $ 633,67 $ 578,44
6,14: 6,25¢ 4,30¢
727,78 639,93 582,74
222,33 196,34 178,81
67,24( 59,50 57,81¢
92,17 103,91( 120,67
157,89 139,07 136,40
28,49 24,76 25,76
568,13( 523,60 519,47t
59,16¢ 7,45¢ 7,19¢

54¢ 13,51¢ 4,47¢

219,36 137,30 74,94
33,89 32,40: 41,71t
106,48 97,41 195,28
140,38 129,81 237,00:
359,74 267,11 311,94
(1,58%) (579) (1,48)
358,16( 266,54 310,46
(8,700 (8,700 (8,700

$  349,46( $ 257,84 $ 301,76
$ 2.65 $ 1.7¢ $ 0.8¢
1.7¢ 1.7¢ 3.2¢

$ 4.4% $ 3.47 $ 412
78,680,04 74,125,79 72,952,49
$ 2.62 $ 1.6¢ $ 0.87
1.7€ 1.7¢ 3.1¢

$ 4.3¢ $ 3.4z $ 4.0
79,856,92 75,586,89 74,759,31
$ 3.4¢ $ 3.1z $ 2.8¢

@ Amounts include unvested restricted shares. Plezer to Note 1, “Organization and Basis of Pméstéon - Earnings per Common Share” of the Codsdbéid
Financial Statements set forth in Item 8 of thisort for a discussion of the calculation of Earsipgr Share
@ Weighted average common shares outstar— diluted for 2008 includes the impact of approxinha&6 million common shares issued under the sp

dividend declared on December 17, 2C

©)] Does not include the special dividend of $1.8075sbare, which was declared on December 17, 20@Bpaid in the form of shares of the Comg’s commor

stock.
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For the year ende

12-31-09 12-31-08 12-31-07 12-31-06 12-31-05
Other Information:
Net income attributable to the Compe $ 155,64 $ 411,48 $ 358,16( $ 266,54¢ $ 310,46¢
Depreciatior— continuing operation 209,74¢ 183,74 157,89! 139,07! 136,40¢
Depreciatior— discontinued operatior 8,54( 15,70 23,83( 25,05¢ 26,88¢
Interest expense, n— continuing operations (: 176,23: 113,07: 92,17¢ 103,91( 120,67(
Interest expense, n— discontinued operatior 681 3,297 6,057 7,13¢€ 6,42¢
EBITDA (2) $ 550,84 $ 727,30 $ 638,11 $ 541,72: $ 600,86:
Funds from Operations (. $ 313,24: $ 315,94 $ 368,05 $ 320,19¢ $ 271,09¢
Number of Current Communities ( 165 164 162 15C 14z
Number of apartment hom 47,92¢ 45,72¢ 45,93: 43,14 41,41
Balance Sheet Information:
Real estate, before accumulated deprecic $8,360,09. $8,002,48 $7,556,74 $6,615,59: $5,940,14
Total asset $7,457,60! $7,174,35: $6,736,48. $5,848,50 $5,198,59
Notes payable and unsecured credit facili $3,974,87. $3,674,45 $3,208,20: $2,866,43. $2,334,01
Cash Flow Information:
Net cash flows provided by operating activit $ 378,60( $ 386,85! $ 454,87. $ 351,66( $ 306,24¢
Net cash flows used in investing activit $ (333,559 $ (266,309 $ (809,24°) $ (511,37) $ (19,76))
Net cash flows (used in) provided by financingétigs $ (4,28Y $ (75,11) $ 366,36( $ 162,28( $ (282,29)

Notes to Selected Financial D:

(1) Interest expense, net includes any loss or gauried from the extinguishment of de

(2) EBITDA is defined as net income before interesbine and expense, income taxes, depreciation andization from both continuing and discontint
operations. Under this definition, EBITDA includgsins on sale of assets and gain on sale of pahiipeinterests. Management generally considers BBIfo be
an appropriate supplemental measure to net incémer@perating performance because it helps iovesd understand our ability to incur and serdebt and to
make capital expenditures. EBITDA should not bes@ered as an alternative to net income (as detedrin accordance with GAAP), as an indicator af ou
operating performance, or to cash flows from opegaactivities (as determined in accordance withABAas a measure of liquidity. Our calculation & EDA
may not be comparable to EBITDA as calculated Ineotompanies

(3) We generally consider Funds from Operations F610,” as defined below, to be an appropriate supgigal measure of our operating and financial perémce
because, by excluding gains or losses relatedsfmoditions of previously depreciated property axaugling real estate depreciation, which can vangag owners
of identical assets in similar condition based wtdnical cost accounting and useful life estimak#s0 can help one compare the operating perforenaha real
estate company between periods or as compareéfecedt companies. We believe that in order to ustd@d our operating results, FFO should be exaimiita
net income as presented in the Consolidated StatsroéOperations and Other Comprehensive Incowrladed elsewhere in this repc

Consistent with the definition adopted by tteaRI of Governors of the National Association o&Rgstate Investment Trust{"NAREIT"), we calculate FFO as
net income or loss computed in accordance with GAglusted for

« gains or losses on sales of previously deprecigpedating communitie:

« extraordinary gains or losses (as defined by GA,

« cumulative effect of change in accounting princi

. depreciation of real estate assets;

¢ adjustments for unconsolidated partnerships amd y&ntures
FFO does not represent net income in accordanteGAAP, and therefore it should not be consideredlternative to net income, which remains the prin
measure, as an indication of our performance. tfitiad, FFO as calculated by other REITs may notdmaparable to our calculation of FF
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FFO also does not represent cash generatedofpenating activities in accordance with GAAP, #émerefore should not be considered an alternativest cash
flows from operating activities, as determined b4A®, as a measure of liquidity. Additionally, iti®t necessarily indicative of cash available tedfeash needs.
A presentation of GAAP based cash flow metricsra/jpled in“Cash Flow Informatic” in the table on the previous pa

The following is a reconciliation of net incomeR&0O (dollars in thousands, except per share ¢

Net income attributable to the Compe

Dividends attributable to preferred stc

Depreciatior— real estate assets, including discontin
operations and joint venture adjustme

Distributions to noncontrolling interests, includidiscontinuec

operations

Gain on sale of unconsolidated entities holdinyioresly

depreciated real estate as

Gain on sale of previously depreciated real estsset:
Funds from Operations attributable to common stoltldrs

Weighted average shares outstan— diluted
FFO per common sha— diluted

For the year ende

$

12-31-09 12-31-08
155,64 $ 41148
— (10,45
221,41! 203,08:
66 21€
— (3,489
(63,88)) (284,90))
313,24 $ 31594
80,599,65 77,578,85
3.8¢ $ 4.07

12-31-07 12-31-06 12-31-05

$ 358,16( $ 266,54( $ 310,46
(8,700 (8,700 (8,700
184,73 165,98: 163,25:

28C 391 1,36¢
(59,92 (6,609) —
(106,48 (97,41 (195,28)

$ 368,05 $ 320,19¢ $ 271,09
79,856,92 75,586,89 74,759,31
$ 4.61 $ 4.2¢ $ 3.6:

(4) Current Communities consist of all communities othe@n those which are still under construction bhade not received a certificate of occupai
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

Management'’s Discussion and Analysis of Financ@dition and Results of Operations (“MD&A”) is imded to help provide an understanding of our bssiaad
results of operations. This MD&A should be readamjunction with our Consolidated Financial Statataeand the accompanying Notes to ConsolidatechEiak
Statements included elsewhere in this report. fidpsrt, including the following MD&A, contains forvd-looking statements regarding future eventseords that
should be read in conjunction with the factors dbed under “Forward-Looking Statementistluded in this report. In addition, our actuadukts or developments cot
differ materially from those projected in such famd-looking statements as a result of the factmsudsed under “Forward-Looking Statements” as asthe risk
factors described in Item 1a, “Risk Factors,” aé tteport.

Executive Overview
Business Descriptio

We are primarily engaged in developing, acquirmgning and operating apartment communities in igitier to entry markets of the United States. \&lgelkie that
apartment communities are an attractive long-tenestment opportunity compared to other real egtagstments, because a broad potential resideet dfzould help
reduce demand volatility over a real estate cyd®@vever, throughout the real estate cycle, apartmanket fundamentals, and therefore operating ftagls, are
affected by overall economic conditions. We seetréate long-term shareholder value by accessipigatan cost effective terms; deploying that calpiv develop,
redevelop and acquire apartment communities in baghier to entry markets; operating apartment comities; and selling communities when they no longeet our
long-term investment strategy or when pricing tsaative. Barriers to entry in our markets gengradtlude a difficult and lengthy entitlement presewith local
jurisdictions and dense urban or suburban areasaomed and entitled land is in limited supj

We regularly evaluate the allocation of our investits by the amount of invested capital and by prbtyge within our individual markets, which are#bed in New
England, the New York/New Jersey metro area, théMlantic, the Midwest, the Pacific Northwest, e&hé Northern and Southern California regions efltnited
States. Our time-tested strategy is to be leaderastomer insight, market research and capitatation, delivering a range of multifamily offerg¢gilored to serve the
needs of the most attractive customer segmenkeeibést-performing US submarkets. Our communitiepeedominately upscale, which generally commandrey the
highest rents in their markets. However, we alssyeithe ownership and operation of apartment camties that target a variety of customer segmendspaice points
consistent with our goal of offering a broad ran§eroducts and services.

Financial Highlights and Outloo

For the year ended December 31, 2009, net incomitahle to common stockholders was $155,647,000pened to $401,033,000 for 2008, a decrease of 61[2%
decrease is primarily due to the reduced numbeowoimunities sold and amount of gains related teelsales in 2009 as compared to the prior yeapledwith the
loss recognized on the tender offer completed itokr 2009, offset somewhat by a decrease in chdogdand impairments and abandoned pursuit cBstil of the
impacts for the land impairments, abandoned pwsisitwell as the charge for the tender offer an@iceother non-routine items is provided in thidwing table.
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Non-Routine Items
Decrease (Increase) in Net Income and FFO
(dollars in thousands)

Full Year Full Year
2008 2009
Land impairment; $ 57,89¢ $ 21,150
Abandoned pursuits (. 6,611 1,13¢
Severance and related cc 3,40( 4,50(
Federal excise ta 3,20( 51t
(Gain) loss on unsecured notes repurcl (1,839 25,91(
Gain on sale of lan — (4,830
Joint venture income adjustment — (1,294
Legal settlement proceeds, | — (1,175
Preferred stock deferred offering exper 3,56¢€ —
Fund Il organizational cos 1,20¢ —
Total nor-routine items $  74,04¢ $ 4591
Weighted Average Dilutive Shares Outstanc 77,578,85 80,599,65

(1) For purposes of neroutine classification, abandoned pursuits inclumtests we expensed for individual pursuits in egsadst1,000 in a given quarte

(2)  Includes our promoted interest of $3,894ointj venture, and our pro rata portion of an immaint charge on a community in an unconsolidated j@nture of
$2,600.

Apartment fundamentals continued to be challengeihd 2009. Job losses exceeded our expectatianggdihe year, resulting in more than expected deam
pressure on rental revenue. Our Established Contynpoitfolio experienced a decline in year-over+yemtal revenue of 3.7%, comprised of a decreasernital rates
of 3.1% and in economic occupancy of 0.6%. Thigekese in revenues and an increase in operatingisepeesulted in a decline in our Established Conityjiu
portfolio NOI of 7.1% in 2009 from the prior year.

We expect Earnings per share — diluted (“EPS”") déltrease to $1.73 for 2010 from $1.93 in 2009edrprimarily by a decline in revenue and NOI froor
Established Communities in 2010 as compared tpttioe year. The recession, coupled with the sherhtnature of apartment leases, continues to aglyarspact
current operating fundamentals. The expected dealimur 2010 NOI is attributable largely to théeef of job losses experienced during the pasty®ars. Employmel
is a leading demand driver, and we expect contimuesk employment conditions to contribute to rewedaclines in 2010. The impact of job losses orresults for
2010 may be somewhat offset by (i) the expectetimoed weakness in the for-sale housing markendu2D10, (ii) growth in those age groups that Hageorically
demonstrated a higher propensity to rent ando@i)strained levels of new supply. Our current faiahoutlook for 2010 provides for a decline in tarrevenue of
between 3.0% and 4.5% in our Established Commuuit§folio resulting in a projected NOI decline four Established Communities of 5.0% to 7.0%.

We were again active in the capital markets in 2088ing in excess of $1,700,000,000 through ¢kaance of secured and unsecured debt, assetssatdesof
common equity in the public markets, and capitaheotments for Fund 1l. We have used the proceedsived to fund our development and redevelopméeitites, to
acquire an indirect interest in assets through Ryrid repay higher cost secured and unsecuret] datl to repay floating rate debt, while retaingndpstantial cash
balances for general corporate purposes. Our foicuaising capital includes consideration for mamgghe maturity risk associated with our secuned ansecured de
obligations. Our 2009 activity includes the isst@ntover $800,000,000 of secured financing and&8ID,000 of unsecured notes in September 2008an t
$250,000,000 tranches, one maturing in 2017 andebend maturing in 2020. A portion of the proceeds used to repurchase $310,100,000 principal atrajlsome
or all of the amounts outstanding on unsecuredsnoigturing over the next three years, effectivetegrding the duration of debt maturities while reidg interest costs.
We believe that our relatively modest level of seduand unsecured debt will continue to providaritial flexibility to access capital on attractbeems.
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The funds raised from dispositions consist of tteepeds from the sale of five communities for asgrsales price of $179,675,000. We anticipateewal lof dispositior
activity will be consistent in 2010, within the gaof gross sales of $180,000,000 to $200,000@8furring primarily during the first half of the a.e

During 2009 we completed the development of nimaroanities for an aggregate total capitalized c6$84.0,700,000. We started the development of mroraunities
which are expected to be completed for an estimateticapitalized cost of $64,900,000.

We expect an increase in investor demand for qualititifamily assets, due in part to the increasguidity in the capital markets and constrainegpy resulting from
the decline in development activity in all marké&thile we reduced our level of development durif§2in response to the general deterioration ihestate and
capital market conditions, we believe that our degeent activity will continue to create long-texalue. During 2010, we expect to use our core coemay in
development to deliver new assets into the madked fecovery in apartment fundamentals that weetip 2011 and 2012. We anticipate new developrstants in
2010 with a total projected capitalized cost of G880,000. Consistent with this view, we also expeincrease redevelopment activity for our whallyned
communities in 2010, during which we expect totstedevelopment of seven wholly owned communities.

During 2010, we expect to disburse approximate§0$300,000 related to the seven communities unelegldpment at December 31, 2009, the new developstents,
and anticipated acquisitions of land for futureelepment. We expect approximately $50,000,000 @fttojected 2010 disbursements will be funded feash in
escrow related to previously sourced tax-exempt.d&b believe that our current level of indebtednesir current ability to service interest and ofhed charges and
our current limited use of financial encumbrancegl as secured financing) will provide adequatessto the capital necessary to fund our developerel
redevelopment activities during 2010. We expechéet our liquidity needs from the issuance of coafgsecurities (which could include unsecured debtor
common and preferred equity) and secured debtefsas/from disposition proceeds, joint venturefom retained cash. We believe that the curremketgrovides fo
an opportunity to perform certain scheduled maiatee and repositioning activities at attractivetgadsie to a continued decline in costs for contnenaterials and
labor.

We increase our direct and indirect interests mmainities through development and acquisitions.|&e grow principally through our demonstratedecoompetenc
of developing wholly owned assets from capital sear we also acquire interests in additional aspataarily through our investment in Fund 1.

Fund | is a discretionary investment fund with ningtitutional investors, including us. One of ethiolly owned subsidiaries is the general partndfiofd | and has
invested approximately $50,000,000 in Fund I, repnting a 15.2% combined general partner and khptetner equity interest. Fund | was our princiggticle for
acquiring apartment communities through the cldsts anvestment period in March 2008. Subsidiané&und | have 21 loans secured by individual @saéh
amounts outstanding in the aggregate of $436,40000( varying maturity dates (or dates after whicé loans can be prepaid without penalty), rangiog
October 2011 to September 2016. These mortgage kransecured by the underlying real estate.

Fund Il is a second discretionary investment furitth wix institutional investors, including us. Ookour wholly owned subsidiaries is the generatmparof Fund II.
Fund Il was formed in August 2008 and, in the seloguarter of 2009, we added equity commitments-tord Il, resulting in total equity commitments frdive
institutional investors and us of $400,000,000ybfch our commitment is $125,000,000. Total eqoitynmitments to Fund Il in the second quarter of2@@reased b
$67,000,000 as a result of the following:

. a new institutional investor made an equity comreitirof $75,000,00(

. an existing institutional investor increased itsnooitment by $17,000,000, based on terms of itdiegi€ommitment; ani

e we decreased our commitment by $25,000,000 t6,90R,000, based on terms of our existing commitngactreasing our equity interest to approximately
31%.
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Fund Il can employ leverage of up to 65%, allowfiaga total investment capacity of approximatelyl®D,000,000, and has a term that expires in AuQE8, plus tw
one-year extension options. Fund Il now servet@agxclusive vehicle through which we will acqumeestment interests in apartment communities éntgust 2011
or, if earlier, until 90% of the committed capitdIFund Il is invested, subject to limited excepsoFund Il will not include or involve our devetopnt activities. We
will receive, in addition to any returns on inveseguity, asset management fees, property managéeesrand redevelopment fees. We will also recaigeomoted
interest if certain return thresholds are met.

In 2009, Fund Il acquired two communities, AvaloallBvue Park, a 220 apartment-home community locat®ellevue, Washington and The Hermitage, a 491
apartment-home community located in Fairfax, Virgifrund Il has invested $104,330,000 as of Dece®be2009. Fund Il has one loan secured by art astiee
amount of $21,515,000 with a maturity of June 208s loan is payable by Fund Il. As of DecemberZ109, Fund Il also has $30,200,000 outstandirpua credit
facility that matures in December 2010.

In February 2010, Fund Il acquired its third comiityyra 203 apartment-home community located in aiburg, Maryland.
Communities Overview

Our real estate investments consist primarily ofent operating apartment communities, Developr@ammunities, and Development Rights. Our curreerajing
communities are further distinguished as Establisbemmunities, Other Stabilized Communities, LedpgZommunities and Redevelopment Communities. Hstedd
Communities are generally operating communities dha consolidated for financial reporting purposed were owned and had stabilized occupancy aexhiipg
expenses as of the beginning of the prior yearchvhllows the performance of these communitiesthaednarkets in which they are located to be contpanel
monitored between years. Other Stabilized Comnemdre generally all other consolidated operatimgraunities that have stabilized occupancy and tipgraxpense
during the current year, but had not achieved ktakibn as of the beginning of the prior year. sedJp Communities consist of communities where ttaoson is
complete but stabilization has not been achievedeRelopment Communities consist of communitiesrevBabstantial redevelopment is in progress ofaisred to
begin during the current year. A more detailed dpson of our reportable segments and other rdlagerating information can be found in Note 9,d®ent
Reporting,” of our Consolidated Financial Statersent

Although each of these categories is importantutobaisiness, we generally evaluate overall opagatimdustry and market trends based on the opgragsults of
Established Communities, for which a detailed discan can be found in “Results of Operations” as @lour discussion of overall operating resui& evaluate our
current and future cash needs and future operptitential based on acquisition, disposition, dgwelent, redevelopment and financing activities witBither
Stabilized, Redevelopment and Development Commasmibiscussions related to these segments of @iméss can be found in “Liquidity and Capital Reses.”

NOI of our current operating communities is onehaf financial measures that we use to evaluate eortynperformance. NOI is affected by the demand supply
dynamics within our markets, our rental rates acmlipancy levels and our ability to control opemgitosts. Our overall financial performance is d@tspacted by the
general availability and cost of capital and thefgrenance of newly developed and acquired apartmemmunities.

As of December 31, 2009, we owned or held a doeatdirect ownership interest in 172 apartment smmities containing 50,364 apartment homes in tates and th
District of Columbia, of which seven communitiesres@nder construction and seven communities wederureconstruction. Of these communities, 24 weneaal by
entities that were not consolidated for financégdarting purposes, including 19 owned by subsiesaoif Fund | and two owned by subsidiaries of Rlineh addition,
we owned a direct or indirect ownership interedd@velopment Rights to develop an additional 28 lyrmvned communities that, if developed in the mamnexpectec
will contain an estimated 7,180 apartment homes.

Results of Operations
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Our year-over-year operating performance is prilpaffected by both overall and individual geograpimarket conditions and apartment fundamentalsraftelcted in
changes in NOI of our Established Communities; N&ived from acquisitions and development comptetithe loss of NOI related to disposed communities
capital market and financing activity. A comparisafrour operating results for 2009, 2008 and 2@doyvs (dollars in thousands):

2009 2008 $ Change % Change 2008 2007 $ Change % Change
Revenue
Rental and other income $ 844,25. $ 807,65¢ $ 36,59¢ 4.5% $ 807,65¢ $ 721,64¢ $ 86,012 11.%%
Management, development and other 1 7,32¢ 6,56¢ 76C 11.6% 6,56¢ 6,142 42€ 6.9%
Total revenue 851,58! 814,22: 37,35¢ 4.6% 814,22: 727,78t 86,43¢ 11.5%
Expenses
Direct property operating expenses, excluding
property taxe: 214,50 191,69( 22,810 11.%% 191,69( 171,96¢ 19,722 11.8%
Property taxe 83,80¢ 73,931 9,872 13.4% 73,931 67,24( 6,697 10.C%
Total community operating expens 298,31 265,62° 32,68¢ 12.2% 265,62° 239,20¢ 26,41¢ 11.C%
Corporate-level property management and othe
indirect operating expens 37,55¢ 39,87« (2,31%) (5.8%) 39,87« 38,621 1,247 3.2%
Investments and investment management exg 3,84¢ 4,787 (943 (19.7%) 4,787 4,76 24 0.5%
Expensed development and other pursuit c 5,84 12,51! (6,669 (53.9%) 12,51! 6,97 5,531 79.4%
Interest expense, n 150,32! 114,91( 35,41t 30.6% 114,91( 92,17¢ 22,73t 24.1%
(Gain) loss on extinguishment of debt, 25,91( (1,839 27,74¢ (1,508.9%) (1,839 — (1,839 N/A
Depreciation expens 209,74 183,74t 25,99¢ 14.1% 183,74t 157,89t 25,85% 16.4%
General and administrative exper 28,74¢ 42,78 (14,039 (32.€%) 42,78 28,49¢ 14,281 50.1%
Impairment los: 21,15; 57,89¢ (36,747 (63.5%) 57,89¢ — 57,89¢ N/A
Gain on sale of lan (4,830 — (4,830 N/A — (545) 54E (100.(%)
Total other expense 478,29: 454,67: 23,62¢ 5.2% 454,67: 328,38! 126,28t 38.£%
Equity in income of unconsolidated entities 1,441 4,56¢€ (3,129 (68.4%) 4,56¢€ 59,16¢ (54,609 (92.5%)
Income from continuing operatiol 76,41% 98,492 (22,079 (22.4%) 98,492 219,36« (120,87) (55.1%)
Discontinued operation
Income from discontinued operatio 13,97« 27,35% (13,379 (48.5%) 27,35% 33,894 (6,541 (19.%%)
Gain on sale of communiti¢ 63,887 284,90: (221,019 (77.€%) 284,90: 106,48° 178,41« 167.5%
Total discontinued operatiol 77,86 312,25¢ 234,39) (75.1%) 312,25¢ 140,38: 171,870 122.%%
Net income 154,27 410,74¢ (256,47) (62.4%) 410,74¢ 359,74! 51,001 14.2%
Net (income) loss attributable to redeemable
noncontrolling interests 1,37¢ 741 632 85.2% 741 (1,589 2,32¢ (146.£%)
Net income attributable to the Compe 155,64 411,48 (255,84() (62.2%) 411,48 358,16( 53,321 14.%
Dividends attributable to preferred stc — (10,459 10,45« (100.%) (10,459 (8,700 (1,759 20.2%
Net income attributable to common stockholc $ 155,64" $ 401,030 $ 5245,38() (61.2%) $ 401,030 $ 349,46( $ Hil 5@ 14.6%

Net income attributable to common stockholdecreased $245,386,000 or 61.2%, to $155,647,02008 primarily due to the reduced number of comitresisold
and amount of gains related to these sales in 88@®mpared to the prior year and the loss recedrum the early repurchase of debt completed inli@ct2009. The
overall decline in net income was mitigated by@uetion in charges for land impairments and abaedquursuit costs between years. Net income ataieto
common stockholders increased $51,573,000 or 1/h8@08 over the prior year period due primarilygiins from the sale of communities and year-gearr increase
in community operating performance, partially offsg charges associated with land impairments &ad@oned pursuits as well as increased coststinest and
depreciation.

NOl is considered by management to be an importanapprbpriate supplemental performance measure toc@ne because it helps both investors and managem
to understand the core operations of a communitoormunities prior to the allocation of any corgerkevel or financing-related costs. NOI refledts bperating
performance of a community and allows for an easymarison of the operating performance of individhissets or groups of assets. In addition, beganespective
buyers of real estate have different financing ewethead structures, with varying marginal impaetsverhead by acquiring real estate, NOI is careid by many in
the real estate industry to be a useful measurédi@rmining the value of a real estate assetarmof assets. We define NOI as total propertynmaedess direct
property operating expenses, including propertgsax

NOI does not represent cash generated from opgratitivities in accordance with GAAP. Therefore, IN@ould not be considered an alternative to neinme as a
indication of our performance. NOI should also betconsidered an alternative to net cash flow foperating activities, as determined by GAAP, asasure of
liquidity, nor is NOI necessarily indicative of ¢aavailable to fund cash needs. Reconciliationd@f for the years ended December 31, 2009, 20086a60d to net
income for each year, are as follows (dollars ougands):
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For the year ende

12-31-09 12-31-08 12-31-07

Net income $154,27- $ 410,74¢ $ 359,74!
Indirect operating expenses, net of corporate ire 30,31 33,01( 31,28t
Investments and investment management exf 3,84¢ 4,787 4,76:
Expensed development and other pursuit ¢ 5,842 12,51 6,97¢
Interest expense, n 150,32: 114,91( 92,17¢
(Gain) loss on extinguishment of debt, 25,91( (1,839 —
General and administrative expel 28,74¢ 42,78 28,49
Equity in income of unconsolidated entit (1,447 (4,56¢€) (59,169
Depreciation expens 209,74¢ 183,74t 157,89!
Impairment los— land holdings 21,15 57,89¢ —
Gain on sale of real estate as: (68,717) (284,90)) (107,03))
Income from discontinued operatic (13,979 (27,357 (33,899
Net operating incom $ 546,02: $ 541,73 $ 481,23t

The NOI increases for both 2009 and 2008, as cosdparthe prior year period, consist of changdbkénfollowing categories (dollars in thousands):

Full Year Full Year
2009 2008
Established Communitie $ (29,707 $ 19,16(
Other Stabilized Communitie 14,22¢ 44,72:
Development and Redevelopment Commun 19,76¢ (3,389
Total $  4,28¢ $ 60,49]

The NOI decrease in Established Communities in 200@@ie to the rental revenue declines as a rektlie job losses experienced in 2008 and 2009leduwvith
increases in community operating expenses. Du@@® 2we focused on minimizing rental rate declings)e maintaining occupancy of at least 94% inredjions.

We anticipate that rental rates and occupancydewél decline in 2010 such that overall rentaleaue will decline between 3.0% and 4.5%. The ptegerevenue
decline is due to our expectation of continuedl¢mses at least through the second quarter of ZB4dense growth also impacts growth in NOI and ariaue to
monitor and manage operating expenses to constxaiense growth. We expect operating expensesftatbe 2010 from prior year levels. As a resulg expect NOI
for our Established Communities to decline betwe®% and 7.0%. These projections are based onutlaoé for employment conditions and apartment reairk
fundamentals in 2010, both nationally and in thek®ts where we operate, as well as the individeatahd/supply characteristics of each submarketiohwwve
operate. There can be no assurance that our odtoelconomic conditions and/or their impact on operating results will be accurate, and actualltegsould differ
materially. Please see “Risk Factors,” “Forward-kiog Statements” and other discussions in thisnteggo Form 10-K for a discussion of factors whiculd affect our
results of operations.

Rental and other inconincreased in 2009 as compared to the prior yeataladditional rental income generated from nevdyeloped communities, offset somewhat
by decreased rental rates and occupancy for oablEsied Communities. Rental and other income asw&d in 2008 as compared to the prior year dugcteased rent
rates and occupancy for our Established Communit@spled with additional rental income generatedifnewly developed communities.

Overall Portfolio— The weighted average number of occupied apartm@neh increased to 38,233 apartment homes for 2068rapared to 37,886 homes
2008 and 38,436 homes for 2007. The increase if 806r 2008 is due to homes available from newlettned communities, offset partially by commursitsld
during 2009, as well as declining occupancy ledels to the economic slow dow
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The weighted average monthly revenue per occumadraent home decreased to $1,910 for 2009 as cechp@$1,921 in 2008 and $1,767 in 2C

Established Communities — Rental revenue deedk&22,370,000, or 3.7%, for 2009 and increas8®%1,000, or 3.1%, for 2008. The decrease in 2@H8
2008 is due primarily to lower rental rates. Fod20the weighted average monthly revenue per oedugpartment home decreased 3.1% to $1,869 comijmared
$1,929 in 2008. There was a slight change in year-gear average economic occupancy for 2009 down ©0695.6% compared to 96.2% in 2008. The increa
rental revenue in 2008 over the prior year is du@edy to increased average rental rates. Econaedapancy takes into account the fact that apattimemes of
different sizes and locations within a communityddifferent economic impacts on a community’s gne/enue. Economic occupancy is defined as gross
potential revenue less vacancy loss, as a peraepfagross potential revenue. Gross potential neeés determined by valuing occupied homes at teestes and
vacant homes at market rer

We experienced decreases in Established Commuméigsl revenue in all six of our regions for 2089 compared to the prior year period as discussedre detail
below.

The Metro New York/New Jersey region, which accedrfor approximately 26% of Established Commurgtytal revenue for 2009, experienced a decree
rental revenue of 4.3% for 2009 as compared to 2808rage rental rates decreased 4.1% to $2,288eewnomic occupancy decreased 0.2% to 95.9% 29 a6
compared to 2008. During 2009, the trend of wealgnental market conditions in both New York Citydasurrounding suburban markets resulting from the
recession is reflected in the declining rentalgatethe second half of 2009. The challenges fattisdinancial services industry drive the regiotusrent
expectation for job growth, which is expected @ tlhe U.S. average and our other mark

The Mic-Atlantic/Midwest region, which represented approxiety 21% of Established Community rental revernueng 2009, experienced a decrease in re
revenue of 0.6% as compared to 2008. Average reattd decreased by 0.7% to $1,729, while econoatgpancy increased by 0.1% from 96.4% to 96.5% for
2009 as compared to 2008. This region continuéghefit from the impact of government and governnsenvices employment, which has served to stabiliz
economy relative to other regiot

The New England region accounted for approxima2é&R6 of the Established Community rental revenue@9 and experienced a rental revenue decreas8%
over the prior year. Average rental rates decreas#¥ to $1,984 and economic occupancy decrea$ésl tb. 95.2% for 2009, as compared to 2008. Given th
significance of the financial services industnthie Boston metro area, as well as the impact of Mewk trends on Fairfield-New Haven, we expectjtie
recovery to be slow

Northern California accounted for approximately 1@#the Established Community rental revenue f@®8and experienced a rental revenue decrease%faher
the prior year. Average rental rates decreased #1$4,923 and economic occupancy decreased by @.8%2% for 2009 as compared to 2008. The region’
employment base, with its abc-average exposure to h-technology industries, can result in greater viitiaiin rental revenue changes relative to othgiaes.

Southern California accounted for approximately 1dffhe Established Community rental revenue f@¥28nd experienced a rental revenue decrease%f&.6r
the prior year. Average rental rates decreased 88B4,509, and economic occupancy decreased By th®4.1% for 2009 as compared to 2C

The Pacific Northwest region accounted for appratety 5% of the Established Community rental reweefon 2009 and experienced a rental revenue dexd.
5.0% over the prior year. Average rental rateseseszd 3.7% to $1,282 and economic occupancy dedressl.3% to 94.2% for 2009 as compared to 2008. T
Pacific Northwest also has a large presence ohtdolgy based employment, a contributing factohtodreater degree of volatility in rental rates. bééeve a
recovery in apartment fundamentals in the PacifictiNvest is likely to lag other AvalonBay regiorisen an increased level of housing supply in marhnsarkets
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In accordance with GAAP, cash concessions are &adras an offset to rental revenue over the apmabe lease term, which is generally one year. Aspplemental
measure, we also present rental revenue with ceiacesstated on a cash basis to help investorsi@eathe impact of both current and historical ess@ns on GAAP
based rental revenue and to more readily enabl@ansons to revenue as reported by other compdRégal revenue with concessions stated on a Gash also
allows investors to understand historical trendsash concessions, as well as current rental meoketitions.

The following table reconciles total rental revemueonformity with GAAP to total rental revenuejasted to state concessions on a cash basis fa&stablished
Communities for the years 2009 and 2008 (dollatd@usands). Information for the year ended Decer&be2007 is not presented, as Established Contynuni
classification is not comparable prior to Januargd08. See Note 9, “Segment Reporting,” of ourtidated Financial Statements.

For the year ende

12-31-09 12-31-08
Rental revenue (GAAP basi $587,75: $610,12:
Concessions amortize 8,00( 6,771
Concessions grante (6,361 (8,004
Rental revenue adjusted to state concessions ashabasi: $589,39: $608,88¢
Year-overyear % chang— GAAP revenue (3.7%) n/e
Year-overyear % chang— cash concession based reve (3.2%) n/e

Management, development and other increased $760,000, or 11.6%, in 2009 and incre$4$26,000, or 6.9% in 2008. The increase in 2009 dvee primarily to
increased asset and property management fees fsathIF The increase in 2008 was due primarilynicréased redevelopment fees and property managéeesrds
additional communities were acquired by subsidsaoieFund .

Direct property operating expenses, excluding propexesincreased $22,817,000, or 11.9% in 2009 and ineck$$9,722,000, or 11.5% for 2008 as comparedeto th
prior year periods, primarily due to the additidrecently developed apartment homes coupled witreased administrative expense due primarilydceses in bad
debt expense due to the recession.

For Established Communities, direct property opegagxpenses, excluding property taxes, increaégtll$,000, or 4.8% to $139,955,000 for 2009 an@B¥8D, or
0.2% to $133,544,000 for 2008, due primarily taéased administrative and community maintenanegeelcosts, offset partially by a decrease in arsee and utility
related expenses. The increases in administrativense are primarily due to increased bad debt.

Property taxetincreased $9,872,000, or 13.4% and $6,697,0000.6€4.in 2009 and 2008, respectively, due to thétiatdof newly developed and redeveloped
apartment homes and overall higher assessmentzBrdax increases are also impacted by the sideiming of successful tax appeals.

For Established Communities, property taxes in@edy $1,242,000, or 2.1% and $3,515,000, or 6@92009 and 2008, respectively over the prior yeae, to both
higher assessments throughout all regions and tiedadn property taxes realized in 2008 that ditl accur in 2009. The impact of the current ecoroemvironment
has not been reflected in current assessmentsegsis typically a time lag between a change énettonomy affecting property valuations and updegatiestate tax
assessments. We expect property taxes in 201@reaise over 2009 due primarily to higher tax ratéthout the benefit of lower assessed values.cearmunities in
California, property tax changes are determinethbychange in the California Consumer Price In#éth increases limited by law (Proposition 13). \&eluate
property tax increases internally, and also englige-party consultants to assist in our evaluaidile appeal property tax increases when apprepriat
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Corporate-level property management and other iectioperating expensegcreased by $2,315,000, or 5.8% in 2009 and isete$1,247,000, or 3.2% in 2008 over
the prior year periods. The decrease in 2009 00@8 & due primarily to decreases in compensatistsc coupled with a reduction in costs associattdthe initial
start up of our Customer Care Center, discussemhbdlhe increase in 2008 over the prior year isghiraarily to increased compensation and emploggarmtion cost
as well as costs relating to the initial start fithe Customer Care Center and other corporatatiniés focused on increasing efficiency and entmancontrols at our
operating communities. The Customer Care Cent¥irginia Beach, Virginia opened in 2007 and expahite2008 to centralize certain community-relatedaanting,
administrative and customer service functions.

Investments and investment managerreflects the costs incurred for investment acqoisét and investment management. Investments aedtiment management
costs decreased in 2009 by $943,000 or 19.7% fnenpttior year due primarily to lower compensatiod &ravel-related costs.

Expensed development and other pursuit cprimarily reflect the costs incurred for abandopedsuit costs, which include costs incurred forelegment pursuits not
yet considered probable for development, as wethasbandonment of Development Rights and dispogiursuits. Expensed development and other peests
increased in 2008 as compared to 2007 and 200®bdoereases in abandoned development pursuitsponse to the economic decline and deterioratameh
conditions in 2008. These costs can be volatilgjquéarly in periods of economic downturn or whikere is limited access to capital, and the costg vary
significantly from period to period.

Interest expense, nincreased $35,413,000, or 30.8% and $22,735,0084.@f% in 2009 and 2008, respectively over therpréars. This category includes interest
expense offset by interest capitalized, and intenesme. The increase in 2009 is due primarilg tiecrease in the amount of interest capitaliz&D@® as compared to
the prior year, coupled with increased interesiease in 2009 compared to 2008 from additional ggtand unsecured debt issued to fund developmgwitycrhe
decrease in interest capitalized is due to theat@mtuin development activity in 2009 as compaee@Q@08. The increase in 2008 over the prior yeduesprimarily to a
decrease in interest income in 2008 as compartttprior year period, coupled with increased egeexpense in 2008 compared to 2007. The highel & interest
income in 2007 is due to higher invested cash bakfrom our January 2007 equity offering. Theeased interest expense in 2008 is due primarilya@ased
amounts of debt outstanding in 2008 compared t@tioe year.

(Gain) loss on the extinguishment of debt,raiects the impact of our debt repurchase actidtypayments above or below the carrying basie. fiét loss in 2009 is
due to the $310,100,000 in unsecured notes thatwnahased prior to their scheduled maturity ateanyum, offset by the gain recognized from our Jan@809 tender
offer.

Depreciation expene increased in 2009 and 2008 primarily due to #tentrease in assets from the completion of dgwetnmt and redevelopment activities, offset by
assets sold during the year.

General and administrative expen$6&A”) decreased $14,033,000, or 32.8% in 2009 ammleased $14,287,000, or 50.1% in 2008 as cordfarthe prior years. The
increase in 2008 as compared to 2007 and 200%ipdiarily to higher severance and related cos20D8 associated with the decrease in our pladeeelopment
activity, higher federal excise tax expense in 2688ilting from gains on disposition activity amdanization costs for the formation of Fund Il in@al in 2008.

Impairment losfor 2009 is due to the write down of three landcpés which we do not currently plan on developingpairment loss in 2008 is due primarily to the
write down of eight land parcels which we did ntatrpon developing at the time. We did not recogaizémpairment loss in 2007.

Gain on sale of lanfbr 2009 increased primarily due to the sale of laral parcels in 2009, without comparable actiinityhe prior year.
Equity in income of unconsolidated entitfor 2009 decreased from the prior year period diragrily to the recognition of our proportionate aummt of an impairment
loss that one of our unconsolidated investmentsgrized on one of its operating communities in 200%ddition, gains from both the sale of a comityuoy an
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unconsolidated joint venture as well as from aregtmnent in a joint venture formed to develop fde $mmes occurred in 2008 that were not prese?®@9. These
amounts were partially offset by the recognitioroof promoted interest in the joint venture thahewivalon Chrystie Place in 2009. The decreas®@82rom the pric
year is due primarily to the gain on the sale af partnership interests in 2007 and the relatezsidbpartnership income, partially offset by ourtfwm of the gain from
the sale of a community by a joint venture partirerome from joint ventures where the underlyingnawunities have achieved stabilized operations amusgrom our
investment in a joint venture formed to developdate homes.

Income from discontinued operaticrepresents the net income generated by commuedldsor qualifying as discontinued operations dytime period from January 1,
2007 through December 31, 2009. This income deecefas 2009 and 2008 due to an increased numbmmmunities sold in each year as compared to tbe year
period. See Note 7, “Real Estate Disposition Atitg,” of our Consolidated Financial Statements.

Gain on sale of communitieecreased in 2009 and increased in 2008 as comiuatieel prior year periods as a result of changeld sales volume and associated gains
in each respective year. The amount of gain redligen disposition of a community depends on mawtofs, including the number of communities sdié, ¢size and
carrying value of those communities and the macketlitions in the local area.

Net (income) loss attributable to redeemable notrediing interestsfor 2009 resulted in income of $1,373,000 compaoedcome of $741,000 in 2008 due primarily
recognition of income for our joint venture partsigrortion of expenses incurred by Fund I, as webh&sconversion and redemption of limited partnigrsimits in 200:
and 2009, thereby reducing outside ownership ister@nd the allocation of net income to outsideersinip interests.

FFO

FFO is considered by management to be an appresugiplemental measure of our operating and fiabhperformance. In calculating FFO, we exclude gainlosses
related to dispositions of previously depreciategpprty and exclude real estate depreciation, wtéchvary among owners of identical assets in amaibndition based
on historical cost accounting and useful life eaties. FFO can help one compare the operating peafare of a real estate company between periods @mpared to
different companies. We believe that in order tdamstand our operating results, FFO should be exednwith net income as presented in our Consolidgateancial
Statements included elsewhere in this report. Fooee detailed discussion and presentation of FE®,'Selected Financial Data,” included in Itenf éhcs report.

Liquidity and Capital Resources

We believe our principal short-term liquidity needts to fund:
« development and redevelopment activity in whichane currently engage
¢ the minimum dividend payments on our common steckiired to maintain our REIT qualification undee thternal Revenue Code of 19:
«  debt service and principal payments either at nitgtar opportunistic payment
« normal recurring operating expens
¢ DownREIT partnership unit distributions; a
e capital calls for Fund Il, as require

Factors affecting our liquidity and capital res@mgare our cash flows from operations, financirtiyigies and investing activities (including dispsns) as well as
general economic and market conditions. Operatass) flow has historically been determined by:H@ humber of apartment homes currently ownedreijal rates,
(iii) occupancy levels and (iv) operating expenséh respect to apartment homes. The timing and tficapital markets activity in which we engagewell as our
plans for development, redevelopment, acquisitiwh@isposition activity, are affected by changethacapital markets environment, such as chamgeserest rates or
the availability of cost-effective capital. We réglly review our liquidity needs, the adequacy a$le flows from operations and other expected ligugburces to meet
these needs.
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During 2009 we saw access to liquidity improve rslit and equity markets recovered. During 2009raiged in excess of $1,700,000,000 in the formecfired debt,
unsecured debt and public and private equity. t020ve expect to meet all of our liquidity needsnira variety of internal and external sources idiclg cash balances
on hand, borrowing capacity under our Credit Fc{is defined below), secured financings and gltic or private sources of liquidity as discusbelow, as well a
our operating activities. To the extent that cutlseavailable internal and external resources dosatisfy our needs, we may seek additional extdimancing.
Additional external financing could come from aiety of sources, such as public sales of debt oityegecurities or unsecured or secured loans fioamcial
institutions or other private or governmental lensg@among others. Private equity through joint uezg may also be used. Our ability to obtain adiditi financing will
depend on a variety of factors such as market tiongj the general availability of credit, the caleavailability of credit to the real estate inthys our credit ratings and
credit capacity, as well as the perception of lesdegarding our long or short-term financial pexgg. At December 31, 2009, we have unrestricted, @ash
equivalents and cash in escrow of $316,367,000abtaifor both current liquidity needs as well avelopment activities, of which $93,440,000 reldtea
Development Right for which we have not begun cworsion.

Unrestricted cash and cash equivalents totaled,620900 at December 31, 2009, an increase of $8@@0 from $64,935,000 at December 31, 2008. dhevwing
discussion relates to changes in cash due to apgratvesting and financing activities, which gresented in our Consolidated Statements of CashsHhcluded
elsewhere in this report.

Operating Activities— Net cash provided by operating activities decreas&378,600,000 in 2009 from $386,084,000 in 200f: decrease was driven primal
by the timing of general corporate payables angtynent of interest amounts in 2009 as compar0a@s.

Investing Activities— Net cash used in investing activities of $333,560,h 2009 related to investments in assets thraleylelopment and redevelopment
total, we invested $572,103,000 during 2009 inftlewing areas

¢ We invested approximately $560,155,000 in the dgprakent of communities
. We had capital expenditures of $11,948,000 for estdte and n«-real estate asse
These amounts are partially offset by the procémeals the disposition of real estate of $189,417,(

Financing Activities— Net cash used in financing activities totaled $8,280 in 2009. The net cash used is due primavith¢ repayment of unsecured note
maturity and repayment of amounts tendered of $888000, the payment of cash dividends in the amof$283,710,000, the repayment of amounts outistgn
on the Credit Facility, defined below, of $124,0@), and the repayment of secured notes of $682Q9These amounts were partially offset by thdgubo
secured financing executed in April 2009 for $740,000, the issuance of $500,000,000 aggregateipairamount of unsecured notes in September and
$108,860,000 received from the issuance of comrtark sprimarily through the Continuous Equity Pragr(the* CEF”) we initiated in August 200¢

Variable Rate Unsecured Credit Facility

We currently have a $1,000,000,000 revolving vdeiahte Credit Facility with a syndicate of commatdanks that expires in November 2011 (assumingegercise ¢
a one-year renewal option). We pay an annual fadée of approximately $1,250,000. The Credit Fgdbears interest at varying levels based onLitvedon Interbank
Offered Rate (“LIBOR”), our credit rating and omreaturity schedule selected by us. The currentdtatieing is LIBOR plus 0.40% per annum (0.63% anuhry 31,
2010). The spread over LIBOR can vary from LIBOB0.325% to LIBOR plus 1.00% based on our crediihg. In addition, a competitive bid option is dable for
borrowings of up to $650,000,000. This option abdvanks that are part of the lender consortiunidadprovide us loans at a rate that is lower tthenstated pricing
provided by the Credit Facility. The competitivel lmiption may result in lower pricing if market catimhs allow. We had no outstanding balance unkisrdompetitive
bid option at January 31, 2010. At January 31, 2€idre were no amounts outstanding on the Credilify,
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$45,355,000 was used to provide letters of cradid, $954,645,000 was available for borrowing urtiderCredit Facility. We expect to refinance theditr&acility prior
to maturity. While credit market conditions contnio improve from the difficult environment seer2®08 and 2009, we expect facility pricing to bghtr, and we me
not be able to achieve the same borrowing capasigxists under the current Credit Facility.

We are subject to financial and other covenantsaboed in the Credit Facility and the indenture emdhich our unsecured notes were issued. Thediabeovenants
include the following:

¢ limitations on the amount of total and secured dieb¢lation to our overall capital structu

« limitation on the amount of our unsecured debttigdeto the undepreciated basis of real estatedsattsat are not encumbered by prop-specific financing
and

. minimum levels of debt service covera
We were in compliance with these covenants at Dbeeerdl, 2009.

In addition, our secured borrowings may includédyimaintenance, defeasance, or prepayment perraltysppns, which would result in us incurring ardamnal charg:
in the event of a full or partial prepayment ofstahding principal before the scheduled maturityese provisions in our secured borrowings are gélgeonsistent
with other similar types of debt instruments issdadng the same time period in which our borrowgimgere secured.

Continuous Equity Offering Program

In August 2009, we commenced the CEP, under whiglmay sell up to $400,000,000 of our common stdbls program is available until the $400,000,008akl or
August 2012, whichever occurs first. We may seadlshares in amounts and at times to be determinad.bActual sales will depend on a variety of éastto be
determined by us, including market conditions,ttheing price of our common stock and determinatiofthe appropriate sources of funding. In coniemcwith the
CEP, we engaged sales agents who received comipenstl.5% of the gross sales price for shared. $aliring the three months ended December 31, 2@0Sold
37,900 shares under this program at an average ade of $74.34 per share, for net proceeds AfA2000. During the year ended December 31, 200%0ld
1,504,901 shares under this program at an avesdge price of approximately $69.56 per share, tiespin net proceeds of approximately $103,109,000.

Future Financing and Capital Nee— Debt Maturities

One of our principal long-term liquidity needs lietrepayment of long-term debt at the time thah slebt matures. For unsecured notes, a portiomegbtincipal of
these notes may be repaid prior to maturity. E@atiyement of our unsecured notes could resultingjor losses on extinguishment similar to thesegnized in 2008
and 2009. If we do not have funds on hand suffidiemepay our indebtedness as it becomes dudl] hewnecessary for us to refinance the debt. Téfimancing may b
accomplished by uncollateralized private or pubkbt offerings, additional debt financing thatessred by mortgages on individual communities ougs of
communities, draws on our Credit Facility or by iggofferings. Although we believe we will have thapacity to meet our currently anticipated ligtyidieeds, we
cannot assure you that additional debt financindednt or equity offerings will be available oraWailable, that they will be on terms we considgiséactory.

The following financing activity occurred during @®:

e we obtained secured financing for $741,140,000yaursto fourteen separate -year mortgage loans, each secured by one of orgrdwwommunities at &
interest rate of 5.86%

*  we obtained $93,440,000 in variable rate tax-gtdyond financing related to a Development Righg, proceeds of which will be held in escrow until
requisitioned for construction fundin

* we repaid $4,143,000 in 8.08% fixed rate debt stby a real estate asset formerly classified@ev@lopment Right in Alexandria, Virginia in Ap@2009
pursuant to its scheduled maturi
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we redeemed $37,438,000 principal amount of @80%00,000, 7.5% unsecured notes that mature gug2009 for par and cancelled the notes upon
purchase

we redeemed $64,423,000 principal amount of ouD&EM,000, 7.5% unsecured notes that mature inrbleee2010 for $63,135,000 with the discount be
par recorded as a gain reflected in (gain) losextimguishment of debt, net on the Consolidatete8tant of Operations and Other Comprehensive Inafme
the Consolidated Financial Statements in Item #isfForm 1-K and cancelled the notes upon purch

we repaid $105,600,000 in unsecured debt, repriegethie first tranche of our $330,000,000 unsecuwadhble rate term loan pursuant to its sched
maturity;

we repaid $19,470,000 in variable rate debt secoyetivalon at Flanders Hill, located in Westboroulytassachusetts pursuant to its scheduled mat
we repaid $102,562,000 of previously issued 7.5%eaured notes, along with any unpaid interest,yauntsto their scheduled maturi
we repaid $112,200,000 in unsecured debt, repiiegethie second tranche of our term loan priordséheduled maturity of January 20

we issued a total of $500,000,000 of unsecureéglsnander our existing shelf registration statenieiné offering consisted of two separate $250,03D,0
tranches with effective interest rates of 5.80% @&i®%, maturing in March 2017 and March 2020, eespely;

we settled a cash tender offer, purchasing theviatlg unsecured note

e $46,001,000 principal amount of our $200,000,000«uhsecured notes due December 2010 at a weigheedge price of 107.50% of p:

*  $150,000,000 principal amount of our $300,000,0@8256% unsecured notes due September 2011 at a eeightrage price of 109.00% of p
e $55,600,000 principal amount of our $250,000,0006uhsecured notes due January 2012 at a weightedgeyprice of 106.25% of par; a

e $48,399,000 principal amount of our $250,000,00@%% unsecured notes due November 2012 at a weighkiezdge price of 108.75% of p
we repurchased $10,100,000 principal amount 0Bda25% unsecured notes due September 2011 at htegigverage price of 107.0% of p

we recorded a charge for the purchase premium hssveertain deferred issuance costs relatedet& 890,000,000 cash tender offer and additi
$10,100,000 unsecured notes repurchase activityeatioapproximately $26,000,000 in (gain) loss rtinguishment of debt, net on the Consolidated
Statement of Operations and Other Comprehensivariamf the Consolidated Financial Statements m Beof this form 1-K;

we repaid the final $112,200,000 of our term loatstanding prior to its scheduled maturity of Jage®11;

we repaid $33,615,000 in variable rate debt secoyefivalon at Newton Highlands, located in Newtbfassachusetts pursuant to its scheduled maturity
through the execution of interest rate swaps, iecgdely converted $300,000,000 principal of ouetl rate unsecured notes, with a weighted ave
maturity of approximately two years, to floatinge@ebt at a weighted average interest rate oé tinenth LIBOR plus 5.42%
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The following table details debt maturities for thext five years, excluding our Credit Facility eamdounts outstanding related to communities cliassds held for sale,
for debt outstanding at December 31, 2009 (doifatkousands).

All-In Principal
interest maturity Balance outstanding Scheduled maturities
Community rate (1) date 12-31-08 12-31-09 2010 2011 2012 2013 2014 Thereafter
Tax-exempt bonds
Fixed rate
CountryBrook 6.47% Mar-2012  $ 14,68( $ 13,96 $ 76€ $ 81€ $ 12,37¢ $ — 8 — $ —
Avalon at Symphony Gle 5.17% Jul-2024 9,78( 9,78( — — — — — 9,78(
Avalon at Lexingtor 6.95%  Fet-2025 11,66t 11,22¢ 46€ 49t 52¢€ 55¢ 594 8,58¢
Avalon Campbel 6.5(% Jur-2025 30,91« 29,88: 2 — — — — — 29,88:
Avalon Pacifice 6.51%  Jur-2025 14,02: 13,55¢ (@) — — — — — 13,55¢
Avalon Fields 7.7%  May-2027 9,98¢ 9,71« 29t 31€ 33¢ 364 39C 8,01(
Avalon Oaks 7.4% Fet-2041 16,94( 16,79¢ 157 16¢& 18C 19¢ 207 15,88¢
Avalon Oaks Wes 7.54% Apr-2043 16,79¢ 16,66 14z 152 162 17t 18t 15,847
Avalon at Chestnut Hil 6.15% Oct-2047 41,83« 41,50: 34¢ 36¢ 38¢ 40¢ 43z 39,55¢
166,61¢ 163,07: 2,17¢ 2,31% 13,97« 1,69¢ 1,80¢ 141,10:
Variablerate (3)
Avalon Burbank 1.9% Oct-2010 30,14: 29,38° 29,387 — — — — —
Waterford 1.05% Ju-2014 33,10( 33,10( 4) — — — — 33,10( —
Avalon at Mountain View 1.14% Fet-2017 18,30( 18,30( ) — — — — — 18,30(
Avalon at Mission Viejc 1.4%% Jur-2025 7,63 7,63t 4) — — — — — 7,63
Avalon at Nob Hill 1.31%  Jur-2025 20,80( 20,80( 4) — — — — — 20,80(
Avalon Campbel 2.1(% Jur-2025 7,88¢ 8,91¢ @) — — — — — 8,91¢
Avalon Pacifice 2.12% Jur-2025 3,571 4,04¢ ?) — — — — — 4,04¢
Avalon Bowery Place 1.35% Nov-2037 93,80( 93,80( — — — — — 93,80(
Avalon Bowery Place | 1.57% Nov-2039 48,500 48,50( [©)] — — — — — 48,50(
Avalon Acton 1.61% Jul-2040 45,00( 45,00( (©)] — — — — — 45,00(
Avalon Morningside Par 3.00% Nov-2040 100,00( 100,00( 5) — — — — — 100,00(
West Chelse 0.1&% May-2012 — 93,44( 5) — — 93,44( — — —
Avalon Walnut Creel 2.95% Mar-2046 116,00( 116,00( (5) — — — — — 116,00(
Avalon Walnut Creel 2.8% Mar-2046 10,00( 10,00( (5) — — — — — 10,00(
534,74( 628,92° 29,387 — 93,44( — 33,10( 473,00
Conventional loans (6}
Fixed rate
$150 million unsecured not — Aug-2009 140,00( — — — — — — —
$200 million unsecured not 7.61% Dec-2010 200,00( 14,57¢ (7) (12) 14,57¢ — — — — —
$300 million unsecured not: 6.7%  Se[-2011 300,00( 39,90( 8) (12) — 39,90( — — — —
$50 million unsecured not 6.31% Sel-2011 50,00( — 12 — — — — — —
$250 million unsecured not: 5.7%% Jar-2012 235,00( 104,40( 9 (12) — — 104,40( — — —
$250 million unsecured not 6.2€% Nov-2012 250,00( 201,60: (10 — — 201,60: — — —
$100 million unsecured not 5.11% Mar-2013 100,00( 100,00( — — — 100,00( — —
$150 million unsecured not 5.52% Apr-2014 150,00( 150,00( — — — — 150,00( —
$250 million unsecured not 5.8%% Ser-2016 250,00( 250,00( — — — — — 250,00(
$250 million unsecured not 5.82% Mar-2017 — 250,00( — — — — — 250,00(
$250 million unsecured not 6.1<% Mar-2020 — 250,00( — — — — — 250,00(
Avalon at Twinbrook 7.25% Ocl-2011 7,801 7,57¢ 23¢ 7,33¢ — — — —
Avalon at Tysons We! 5.55% Jul-2028 6,21¢ 6,04¢ 182 19¢ 204 21¢ 22¢ 5,02(
4600 Eisenhower Avent — Apr-2009 4,17¢ — — — — — — —
Avalon Orchard: 7.71% Jul-2033 19,32% 19,01: 33¢ 357 38z 40¢ 43¢ 17,09:
Avalon at Arlington Squar 4.81% Apr-2013 170,12¢ 170,12! — — — 170,12! — —
Avalon at Cameron Cou 5.07% Apr-2013 94,57: 94,57 — — — 94,57 — —
Avalon Crescen 55%  May-2015 110,60( 110,60( — — — — — 110,60(
Avalon Silicon Valley 5.74% Jul-2015 150,00( 150,00( — — — — — 150,00(
Avalon Darien 6.22% Nov-2015 51,74¢ 51,17: 66C 702z 74€ 79% 84: 47,42¢
Avalon Greyrock Plac 6.15% Nov-2015 62,40( 61,69( 811 861 914 971 1,031 57,10:
Avalon Common: 6.0<% Jar-2019 55,10( 55,10( — 692 734 77¢ 82¢€ 52,06¢
Avalon Walnut Creel 4.0(% Jul-2066 2,50( 2,50( — — — — — 2,50(
Avalon Shrewsbur 592%  May-2019 — 21,13( — 182 28t 301 31¢ 20,04:
Avalon Gates 59%  May-2019 — 41,32: — 357 557 58¢ 624 39,19¢
Avalon at Stamford Harbc 5.92% May-2019 — 65,69¢ — 56€& 88t 937 992 62,31¢
Avalon Freeholc 5.94% May-2019 — 36,63( — 317 49t 522 552 34,74%
Avalon Run East | 5.94% May-2019 — 39,25( — 33¢ 52¢ 56C 592 37,23(
Avalon Garden: 6.06%  May-2019 — 66,23 — 572 89z 94¢ 1,00¢ 62,82¢
Avalon Edgewate 6.1(% May-2019 — 78,564 — 67¢ 1,05¢ 1,12( 1,18¢ 74,52
Avalon Foxhall 6.05%  May-2019 — 59,01( — 51C 79t 841 891 55,97¢
Avalon Gallery Place 6.0%  May-2019 — 45,85( — 39€ 61¢ 65¢4 692 43,49(
Avalon Traville 5.91% May-2019 — 77,70( — 672 1,047 1,10¢ 1,17¢ 73,70(
Avalon Bellevue 5.91% May-2019 — 26,69¢ — 231 36C 381 402 25,32¢
Avalon on the Alamed 5.91% May-2019 — 53,98( — 467 727 77C 81t 51,20!
Avalon Mission Bay Nortt 5.9(% May-2019 — 73,26¢ — 632 987 1,04¢ 1,10€ 69,49¢
Avalon Woburn 591%  May-2019 — 55,80¢ — 482 752 79¢€ 84z 52,93%
2,409,56. 2,830,01 16,80: 56,45! 318,96t 378,43 164,55! 1,894,80;
Variablerate (3)
Avalon at Flanders Hil — May-2009 19,73¢ — — — — — — —
Avalon at Newton Highland — Dec-2009 34,94¢ — — — — — — —
Avalon at Crane Broo 2.11% Mar-2011 31,53( 30,44( 4) 1,16¢ 29,27: — — — —
Avalon at Bedford Cente 1.74% May-2012 16,36: 15,87 4) 527 56C 14,78¢ — — —
Avalon Walnut Creel 3.05% Mar-2046 9,00( 9,00 (5) — — — — — 9,00(
$105.6 million unsecured not — May-2009 105,60( — — — — — — —
$112.2 million unsecured not — Jar-2010 112,20( — 1) — — — — — —
$112.2 million unsecured not — Jar-2011 112,20( — (11) — — — — — —
$200 Million unsecured note 7.03% Dec-2010 — 75,00( 12 75,00( — — — — —
$300 Million unsecured not¢ 5.662% Sel-2011 — 100,00t 12 — 100,00( — — — —
$50 Million unsecured note 5.662% Se-2011 — 50,00( (12 — 50,00( — — — —
$250 Million unsecured not¢ 4.352% Jar-2012 — 75,00( 12 — — 75,00( — — —
441,57: 355,31: 76,69¢ 179,83: 89,78¢ — — 9,00(
Total indebtedness— excluding unsecured credit facility $ 3,552,49. $ 3,977,321 $ 12506( $ 23859° $ 516,16« $ 380,13: $ 199,46. $ 2,517,90:

(1) Includes credit enhancement fees, facility feestére’ fees and other fee
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(2) Financed by variable rate, -exempt debt, but the interest rate on a portiathisfdebt is effectively fixed at December 31, 2@d@ December 31, 2008 throt
an interest rate swap agreement. The portion ofi¢h fixed through the interest rate swap agreénhexreases (and therefore the variable porticheotiebt
increases) monthly as payments are made to a jpain@serve func

(3) Variable rates are given as of December 31, 2
(4) Financed by variable rate debt, but interest mt@apped through an interest rate protection agree

(5) Represents full amount of the debt as of Decembg2@09. Actual amounts drawn on the debt as oEBder 31, 2009 are $46,216 for Bowery Place Il,&48
for Avalon Acton, $88,823 for Morningside Park, $880 for Walnut Creek, and $0 for West Chel:

(6) Balances outstanding represent total amalugsat maturity, and are not net of $2,448 of diditount and basis adjustments associated withetiged
unsecured notes as of December 31, 2009 and $af@t discount as of December 31, 2008, as tefieio unsecured notes on our Consolidated Balance
Sheets included elsewhere in this reg

(7)  In October 2009, we redeemed $46,001 principal anoiiour $200,000 7.5% unsecured notes due Deae2di®.

(8) In October 2009, we redeemed $160,100 principaluarinof our $300,000 6.625% unsecured notes dueBdyer 2011
(9) In October 2009, we redeemed $55,600 principal aotiour $250,000 5.5% unsecured notes due Jal0d:3.

(10) In October 2009, we redeemed $48,399 principal anoiiour $250,000 6.125% unsecured notes due Noge@012

(11) In August and October 2009, we repaid $22@ 4 unsecured debt, representing the secondhinddttanches of our term loan, prior to its scHedumaturities in
January 2010 and 2011, respectiv

(12) In October 2009, we executed $300,000 of intest swaps allowing us to effectively convert $300,@rincipal of our fixed rate unsecured noteddatfng rate
debt.

Future Financing and Capital Nee— Portfolio and Other Activity

As of December 31, 2009, we had seven new whollyesixcommunities under construction, for which altestimated cost of $245,046,000 remained to \eesied.
We also had seven wholly owned communities undsngtruction, for which a total estimated cost48,$27,000 remained to be invested. In additionmnag be
required to contribute our proportionate shareagfital to Fund II, if or to the extent that Fundribkes capital calls in conjunction with additionamunity
acquisitions during 2010. Substantially all of tagpital expenditures necessary to complete the eonitigs currently under construction and reconsioag
development costs related to pursuing Developm@ttt® as well as for equity contributions to Fuhavill be funded from:

« cash currently on hand, including cash in consimnatscrows, invested in highly liquid overnightmey market funds and repurchase agreements, art-
term investment vehicle

. the remaining capacity under our $1,000,000,00@iCFeacility;
« retained operating cas

« the net proceeds from sales of existing communi

« the issuance of debt or equity securities; an

«  private equity funding, including joint venture izt .

Before planned reconstruction activity, includiegonstruction activity related to communities acegiiby the Funds, or the construction of a DevelmnRight begins
we intend to arrange adequate financing to compifetee undertakings, although we cannot assuréhgbuve will be able to obtain such financing. e event that
financing cannot be obtained, we may have to abaisvelopment Rights, write off associated pre-tiguaent costs that were capitalized and/or foregomstruction
activity. In such instances, we will not realize fhcreased revenues and earnings that we expgeatecduch Development Rights or reconstructionvitgtand
significant losses could be incurred.

From time to time we use joint ventures to holdlevelop individual real estate assets. We geneeatlyloy joint ventures primarily to mitigate assehcentration or
market risk and secondarily as a source of liguidife may also use joint ventures related to miuseldand development opportunities where our pestoéng
development and operational expertise to the venttach joint venture or partnership agreemenbkas individually negotiated, and our ability tcecgte and/or
dispose of a community in our sole discretion mayitmited to varying
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degrees depending on the terms of the joint verdupartnership agreement. We cannot assure yowthaill achieve our objectives through joint vers.

In evaluating our allocation of capital within auarkets, we sell assets that do not meet our terg-investment criteria or when capital and reshte markets allow
to realize a portion of the value created overpidigt business cycle and redeploy the proceedstfrose sales to develop and redevelop communitesalse the
proceeds from the sale of communities may not beddiately redeployed into revenue generating aghetsmmediate effect of a sale of a communityd@ain is to
increase net income, but reduce future total resgniotal expenses and NOI. However, we believetieaabsence of future cash flows from commungid will have
a minimal impact on our ability to fund future ligity and capital resource needs.

Off-Balance Sheet Arrangements

In addition to our investment interests in consatiédi and unconsolidated real estate entities, we ¢ertain off-balance sheet arrangements witkethigies in which we
invest. Additional discussion of these entities barfound in Note 6, “Investments in Real Estatgties,” of our Consolidated Financial Statementsated elsewhere in
this report.

CVP |, LLC has outstanding tax-exempt, varialate tbonds maturing in November 2036 in the amotifif 47,000,000, which have permanent credit
enhancement. We have agreed to guarantee, und@dicircumstances, the repayment to the creditiecdr of any advances it may make in fulfillment of
CVP I, LLC's repayment obligations under the bonté¢e have also guaranteed to the credit enhance€CW¥Rtl, LLC will obtain a final certificate of
occupancy for the project (Chrystie Place in NewkY@ity), which is expected in 2010. Our 80% partinethis venture has agreed that it will reimbuusets
pro rata share of any amounts paid relative toetlgesiranteed obligations. The estimated fair vafuend our obligation under these guarantees, dioth
inception and as of December 31, 2009, were noifgignt. As a result we have not recorded anygaion associated with these guarantees at Dece3tiber
2009.

Subsidiaries of Fund | have 21 loans secured hiyiohehl assets with amounts outstanding in the egage of $436,410,000, with varying maturity dates
dates after which the loans can be prepaid), rgnigom October 2011 to September 2016. These nmgetlgmns are secured by the underlying real esthte.
mortgage loans are payable by the subsidiariesiod Fwith operating cash flow or disposition prede from the underlying real estate. We have not
guaranteed the debt of Fund I, nor do we have hfigation to fund this debt should Fund | be unabldo so

In addition, as part of the formation of Fund |, lasve provided to one of the limited partners argnize. The guarantee provides that if, upon figaldation

of Fund I, the total amount of all distributionstt@t partner during the life of Fund | (whethearfr operating cash flow or property sales) doesqgatl a
minimum of the total capital contributions madetbgt partner, then we will pay the partner an arheguoal to the shortfall, but in no event more théfo of
the total capital contributions made by the par{neaximum of approximately $7,500,000 as of Decen3ie 2009). As of December 31, 2009, the expected
realizable value of the real estate assets ownédalbyg | is considered adequate to cover such patgratyment to that partner under the expected Fund
liquidation scenario. The estimated fair valueasfd our obligation under this guarantee, both@ption and as of December 31, 2009 was not sigmifiand
therefore we have not recorded any obligationHir guarantee as of December 31, 2(

A subsidiary of Fund Il has one loan securedbgsset in the amount of $21,515,000 with a matofitiune 2019. This loan is payable by the subasjdif
Fund Il. As of December 31, 2009, Fund Il also $38,200,000 outstanding under a credit facilityt thatures in December 2010. The mortgage loan is
payable by the subsidiary of Fund Il with operatiggh flow or disposition proceeds from the undegyeal estate, and the credit facility is paydhté-und
Il and is secured by capital commitments. We hateggnaranteed, beyond our proportionate sharepfataommitments supporting the credit facilityfinc
11, the debt of Fund Il, nor do we have any obligatto fund this debt should Fund Il be unableadcsd.
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In addition, as part of the formation of Fuhdve have provided to one of the limited parfharguarantee. The guarantee provides that if, fipah
liquidation of Fund Il, the total amount of all tlibutions to that partner during the life of Fuhdwhether from operating cash flow or propertjesq does nc
equal a minimum of the total capital contributionade by that partner, then we will pay the parameamount equal to the shortfall, but in no eveotenthan
10% of the total capital contributions made by phetner (maximum of approximately $1,470,000 aBeember 31, 2009). As of December 31, 2009, the
expected realizable value of the real estate aeseted by Fund Il is considered adequate to caveln potential payment to that partner under theeetgul
Fund Il liquidation scenario. The estimated failueaof, and our obligation under this guarante¢h lad inception and as of December 31, 2009 was not
significant and therefore we have not recordedabligation for this guarantee as of December 3092

¢ MVP |, LLC, the entity that owns Avalon at Missi®ay North Il, has a loan secured by the undeglyeal estate assets of the community for $1050000,
The loan is a fixed rate, interest-only note begpimerest at 6.02%, maturing in December 2015 h&iee not guaranteed the debt of MVP |, LLC, nomao
have any obligation to fund this debt should MVRLUC be unable to do s

«  Avalon Del Rey Apartments, LLC has a loan secimgthe underlying real estate assets of the contynfor $45,943,000 maturing in April 2016. The
variable rate loan had an interest rate of 3.69%egember 31, 2009. We have not guaranteed theofldbvtalon Del Rey Apartments, LLC, nor do we have
any obligation to fund this debt should Avalon Rely Apartments, LLC be unable to do

¢ Aria at Hathorne Hill, LLC is a joint venture which we have a non-managing member interest. Tl@ik developing for-sale town homes in Danvers,
Massachusetts. The LLC has three separate varitielédoans with aggregate borrowings of $2,432 40 a weighted average interest rate of 4.19% at
December 31, 2009. We have not guaranteed theofldbia at Hathorne, nor do we have any obligatiofund this debt should Aria at Hathorne be unable
do so.

¢ PHVPI, LLC, a consolidated joint venture in whiwk hold a 99.09%controlling interest, constructed a public garadj@eent to our Walnut Cree
development. As part of the construction managemsenices we provided to PHVP |, LLC for the coustion of the public garage, we provided a
construction completion guarantee to the relataddein order to fulfill their standard financingguirements related to the garage constructiomding,
which occurred in the third quarter of 2009. Ouligdtions under this guarantee therefore, haveiterted and we have no further obligation under this
agreement

« In 2007 we entered into a r-cancelable commitment (tf* Commitmen”) to acquire parcels of land in Brooklyn, New York &n aggregate purchase pric
approximately $111,000,000. Under the terms of@bemitment, we are closing on the various parceds a period determined by the seller’s ability to
execute unrelated purchase transactions and aatiéegal of gains for the land sold under this @otment. However, under no circumstances will the
Commitment extend beyond 2011, at which time eitteior the seller can compel execution of the ramgitransactions. At December 31, 2009, we have an
outstanding commitment to purchase the remaining far approximately $51,500,0C

There are no other lines of credit, side agreeméntmcial guarantees or any other derivativerfgial instruments related to or between our uncidested real estate
entities and us. In evaluating our capital struetmd overall leverage, management takes into @eraion our proportionate share of this unconstdid debt.

Contractual Obligations

In 2009, we entered into a lease agreement fazeoffpace in Arlington, Virginia. The office spacill gerve as our corporate headquarters, with e¢lon scheduled to
occur in the first half of 2010. The lease hasnayar lease term, with extension rights, with @rapproximately $1,900,000 annually. We are migmgefor lease or
sale the building that serves as our current heatiens in Alexandria, Virginia. Aside from this &g there have not been any other material changssle of the
ordinary course of business to our contractualgalions during 2009.
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Scheduled contractual obligations required forrteet five years and thereafter are as follows @esfember 31, 2009 (dollars in thousands):

Payments due by peric

Total Less than 1 Yei 1-3 Years 3-5 Years More than 5 Yea
Debt Obligations $3,977,32 $  125,06( $754,76: $579,59! $ 2,517,90
Operating Lease Obligations ( 3,412,94 20,73: 50,81°¢ 53,85( 3,287,55!
Total $7,390,26° $ 145,79 $805,57¢ $633,44! $ 5,805,45

(1) Includes land leases expiring between October 20@6March 2142. Amounts do not include any adjustrf@ purchase options available under the laadde

Inflation and Deflation

Substantially all of our apartment leases are f@ria of one year or less. In an inflationary eoriment, this may allow us to realize increasedsrapbn renewal of
existing leases or the beginning of new leasesit&&ion leases generally minimize our risk from #uverse effects of inflation, although these Isagerally permit
residents to leave at the end of the lease ternttemdfore expose us to the effect of a declimaanket rents. In a deflationary rent environmerg,may be exposed to
declining rents more quickly under these shortemtieases.

ForwardLooking Statements

This Form 10-K contains “forward-looking statemérats that term is defined under the Private Seeusrititigation Reform Act of 1995. You can identityrward-
looking statements by our use of the words “belietexpect,” “anticipate,” “intend,” “estimate,” “ssume,” “project,” “plan,” “may,” “shall,” “will” and other similar
expressions in this Form 10-K, that predict or @adié future events and trends and that do not réjstorical matters. These statements include ranather things,
statements regarding our intent, belief or expestatwith respect to:

*  our potential development, redevelopment, acqaisitir disposition of communitie

« the timing and cost of completion of apartment camities under construction, reconstruction, develept or redevelopmer
« the timing of leas-up, occupancy and stabilization of apartment comitiesn

e the pursuit of land on which we are consideringifeitdevelopmen

« the anticipated operating performance of our conitiasn

. cost, yield, revenue, NOI and earnings estim:

¢ our declaration or payment of distributiol

¢ ourjoint venture and discretionary fund activiti

e our policies regarding investments, indebtednesgjiaitions, dispositions, financings and otherterag

¢ our qualification as a REIT under the Internal ReweCode

. the real estate markets in Northern and Southelifo@8a and markets in selected states in the-Atlantic, Midwest, New England, Metro New Y ork/Ne
Jersey and Pacific Northwest regions of the UnB&des and in generi

« the availability of debt and equity financir

e interest rates

¢ general economic conditions including the recenhemic downturn; an

« trends affecting our financial condition or resdfperations
We cannot assure the future results or outcomieeofratters described in these statements; ratfese statements merely reflect our current expeotaof the
approximate outcomes of the matters discussediditian, these
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forward-looking statements represent our estimaelsassumptions only as of the date of this reféetdo not undertake a duty to update these forteanking
statements, and therefore they may not represemstimates and assumptions after the date ofépisrt. You should not rely on forward-looking staents because
they involve known and unknown risks, uncertainéiad other factors, some of which are beyond ontrob These risks, uncertainties and other faatosy cause our
actual results, performance or achievements terdiffaterially from the anticipated future resutstformance or achievements expressed or impligtigse forward-
looking statements. In addition to the factors mefe to below, you should carefully review the dission under Item 1a., “Risk Factors,” in this doemt for a
discussion of additional risks associated withlmusiness and these forward-looking statements.

Some of the factors that could cause our actualtsgperformance or achievements to differ mallgrfeom those expressed or implied by these fodsaoking
statements include, but are not limited to, théofaing:

< we may fail to secure development opportunities th an inability to reach agreements with thiactips to obtain land at attractive prices or taobdesired
zoning and other local approva

¢ we may abandon or defer development opportunitiea iiumber of reasons, including changes in lo@aket conditions which make development
desirable, increases in costs of development, &sein the cost of capital or lack of capital Emlity, resulting in losses

e construction costs of a community may exceed ogiral estimates

* we may not complete construction and lease-ugwofmunities under development or redevelopmentbadule, resulting in increased interest costs and
construction costs and a decrease in our expeetedl revenues

e occupancy rates and market rents may be adver§etfexd by competition and local economic and mickaditions which are beyond our conti

« financing may not be available on favorable termatall, and our cash flows from operations antkas to cost effective capital may be insufficfenthe
development of our pipeline which could limit owrpuit of opportunities

« our cash flows may be insufficient to meet reggiipayments of principal and interest, and we ngayriable to refinance existing indebtedness otettmas of
such refinancing may not be as favorable as tmesteff existing indebtednes

« we may be unsuccessful in our management of Fufdnid Il or the REIT vehicles that are used witbhegespective Fund; ar
¢ we may be unsuccessful in managing changes inatfofio composition

Critical Accounting Policies

The preparation of financial statements in confeymiith GAAP requires management to use judgmettténapplication of accounting policies, includmgking
estimates and assumptions. If our judgment orpnétation of the facts and circumstances relatingatrious transactions had been different, or difieassumptions
were made, it is possible that different accounginlicies would have been applied, resulting ifiedént financial results or a different presentatd our financial
statements. Below is a discussion of the accoumtitigies that we consider critical to an underdiag of our financial condition and operating réswhat may require
complex or significant judgment in their applicatior require estimates about matters which arerénttly uncertain. A discussion of our significantaunting policies,
including further discussion of the accounting piel described below, can be found in Note 1, “@izgion and Basis of Presentation” of our Conséid Financial
Statements.

Principles of Consolidatio

We may enter into various joint venture agreemeiitts unrelated third parties to hold or developl estate assets. We must determine for each of thergtures wheth
to consolidate the entity or account for our inu@stt under the equity or cost basis of accounting.

We determine whether to consolidate certain esthigssed on our rights and obligations under the j@nture agreements, applying the applicablewattory guidance.
For investment interests that we do not consolidage
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evaluate the guidance to determine the accountamgework to apply. The application of the rulegualuating the accounting treatment for each jeémture is
complex and requires substantial management judgmkarefore, we believe the decision to choosapmatopriate accounting framework is a critical acging
estimate.

If we were to consolidate the joint ventures thatagcounted for using the equity method at Dece@be?2009, our assets would have increased by 8,268,000 and
our liabilities would have increased by $778,156,00e would be required to consolidate those jeamtures currently not consolidated for financegarting purposes
if the facts and circumstances changed, includirtgibt limited to the following reasons, none ofiethare currently expected to occur:

«  For entities not considered to be variable irgteeatities, the nature of the entity changed shiahit would be considered a variable interesityand if we
were considered the primary beneficie

«  For entities in which we do not hold a controllivating and/or variable interest, the contractued@gement changed resulting in our investmenteéstdreing
either a controlling voting and/or variable inter:

We evaluate our accounting for investments on ateg basis or when a significant change in thgigle of an entity occurs.

Cost Capitalization

We capitalize costs during the development of adseginning when we determine that developmentfofuaie asset is probable until the asset, or dqoof the asset,
is delivered and is ready for its intended use.rEdevelopment efforts, we capitalize costs eiff)én advance of taking homes out of service whigmificant
renovation of the common area has begun untileHevelopment is completed, or (ii) when an apartrheme is taken out of service for redevelopmetit the
redevelopment is completed and the apartment hemaesiilable for a new resident. Rental income getating expenses incurred during the initial legs®r post-
redevelopment lease-up period are fully recognizethey accrue.

During the development and redevelopment effortsaystalize all direct costs and indirect costsalibiave been incurred as a result of the developareh
redevelopment activities. These costs include éstesind related loan fees, property taxes as weltheer direct and indirect costs. Interest istediped for any project
specific financing, as well as for general corpefaiancing to the extent of our aggregate investrirethe projects. Indirect project costs, whisblude personnel and
office and administrative costs that are clearsoasted with our development and redevelopmenttsffare also capitalized. The estimation of tinecti and indirect
costs to capitalize as part of our developmentraddvelopment activities requires judgment anduas, we believe cost capitalization to be a @iticcounting
estimate.

There may be a change in our operating expengés ievent that there are changes in accountinggo@governing capitalization or changes to owelteof
development or redevelopment activity. If changethée accounting guidance limit our ability to d¢afize costs or if we reduce our development adévelopment
activities without a corresponding decrease inrgadiproject costs, there may be an increase imperrating expenses. For example, if in 2009 oueld@ment activitie
decreased by 10%, and there were no correspondurgase in our indirect project costs, our opegaxpenses would have increased by $2,493,200.

We capitalize pre-development costs incurred irspitiof Development Rights. These costs includelléges, design fees and related overhead codtg:eFu
development of these pursuits is dependent upaausafactors, including zoning and regulatory appiprental market conditions, construction costs availability of
capital. Pre-development costs incurred for pusdioit which future development is not yet considgreobable are expensed as incurred. In additidcheistatus of a
Development Right changes, making future develogmeronger probable, any capitalized pre-develapnoests are written off with a charge to expense.

Due to the subjectivity in determining whether aspit will result in the development of an apartinesmmunity, and therefore should be capitalized,accounting for
pursuit costs is a critical accounting estimatevéfhad
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determined that 10% of our capitalized pursuitsegtre associated with Development Rights that werenger probable of occurring, net income fer yiear ended
December 31, 2009 would have decreased by $8,77.6,30

Abandoned Pursuit Costs & Asset Impairmr

We capitalize pre-development costs incurred ispitiof new development opportunities for which eugrently believe future development is probableuFe
development of these Development Rights is depéng®m various factors, including zoning and rethriaapproval, rental market conditions, constiutitosts and
the availability of capital. Prdevelopment costs incurred for pursuits for whistufe development is not yet considered probatdeegpensed as incurred. In additiol
the status of a Development Right changes, makingd development by us no longer probable, anitaleged pre-development costs are written off vétbharge to
expense. We expensed costs related to abandoradtpuwhich includes the abandonment of DevelopRéghts and disposition pursuits, in the amouht$59842,00!
in 2009 and $12,511,000 in 2008. These costs aheded in operating expenses, excluding propergs@n the accompanying Consolidated Statemer@pefations
and Other Comprehensive Income. Abandoned purgsit can vary greatly, and the costs incurred yngaren period may be significantly different irtdive years.

During 2009, we concluded that the continued ecaaalmwnturn and the related decline in employmenels did not support the development and congbruct
certain new apartment communities that were presiyoim planning. This resulted in the recognitidran impairment charge of $20,302,000 related ¢oitfpairment of
two land parcels which we currently do not intendieévelop. We looked to third-party pricing estigsato determine the fair values of the land parcetsidered to be
impaired. Given the heterogeneous nature of muaiilfareal estate, the third party values incorpedagignificant other unobservable inputs and ageeflore considered
to be Level 3 prices in the fair value hierarchyatidition, in 2009 we recognized a further impaintncharge of $850,000 on a land parcel for whickalier
impairment had been recognized in the fourth quaft2008. The additional impairment charge redumgscarrying basis to its current estimated sglpirice less costs
to dispose.

Our focus on value creation through real estateld@ment presents an impairment risk in the evéatfature deterioration of the real estate andapital markets or a
decision by us to reduce or cease development.aheot predict the occurrence of future eventsriiet cause an impairment assessment to be perfoonttk
likelihood of any future impairment charges, if aivypu should also review Iltem 1a., “Risk Factorsttos Form 10-K.

REIT Statu

We are a Maryland corporation that has electectvéated, for federal income tax purposes, asl@d.REe elected to be taxed as a REIT under the Gardine year
ended December 31, 1994 and have not revoked $eatioe. A corporate REIT is a legal entity whiobldis real estate interests and must meet a nunfiber o
organizational and operational requirements, iriolgi@ requirement that it currently distributeeadt 90% of its adjusted taxable income to stodérsl As a REIT, we
generally will not be subject to corporate levaldeal income tax on taxable income if we distrill®@% of taxable income to our stockholders ovaetperiods
allowed under the Code. If we fail to qualify aRBIT in any taxable year, we will be subject todal and state income taxes at regular corporggs (aubject to any
applicable alternative minimum tax) and may noabke to elect to qualify as a REIT for four subsatuaxable years. For example, if we failed tolifuas a REIT in
2009, our net income would have decreased by ajypadely $62,000,000.

Our qualification as a REIT requires managemeetxercise significant judgment and consideratiomnéispect to operational matters and accountitagnent.
Therefore, we believe our REIT status is a critamadounting estimate.

ITEM 7a. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

We are exposed to market risks from our financistruments primarily from changes in market interates. We do not have exposure to any otherfgignt market
risk. We monitor interest rate risk as an integiat of our overall risk management, which recogsithe unpredictability of financial markets andkst reduce the
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potentially adverse effect on our results of operst Our operating results are affected by chaimgegerest rates, primarily, in shagrm LIBOR and the SIFMA inde
as a result of borrowings under our Credit Facaityl outstanding bonds with variable interest rdteaddition the fair value of our fixed rate uoseed and secured
notes are impacted by changes in market interees.rihe effect of interest rate fluctuations onresults of operations historically has been smnedditive to other
factors affecting operating results, such as rematak and occupancy.

We currently use interest rate protection agreesn@auinsisting of interest rate swap and inter@steap agreements) for our risk management obgs;tas well as for
compliance with the requirements of certain lendansl not for trading or speculative purposeshénfourth quarter of 2009, we entered into interatst swap
agreements to convert fixed rate borrowings toogiffe floating rate notes. In addition, we haveeiett rate caps and interest rate swaps that eeher convert
floating rate borrowings to fixed rate borrowings effectively limit the amount of interest ratepexse we would incur on a floating rate borrowigrther discussion
of the financial instruments impacted and our expess presented below.

We had $1,271,273,000 and $1,088,848,000 in variaite debt outstanding (excluding variable rat# dffectively fixed through swap agreements amtliting fixed
rate debt effectively swapped to variable ratesugh swap agreements) as of December 31, 2009048] &2spectively. If interest rates on the vagahte debt had
been 100 basis points higher throughout 2009 af8,20ur annual interest costs would have increbgeapproximately $9,079,000 and $11,490,000, resy, base(
on balances outstanding during the applicable years

As of December 31, 2009, we had executed inteagstswap agreements to hedge cash flow variaBlitgpproximately $43,435,000 of our variable rée;exempt
debt and executed interest rate swap agreemehésige fair value exposure for approximately $300,000 of our fixed rate unsecured notes. Had thrgegest rate
swap agreements not been in place during 2009 @@l dur annual interest costs would have beeroajpately $1,492,000 higher and $1,451,000 lowespectively
based on balances outstanding and reported intatestduring the applicable years. Additionafiyhe variable interest rates on hedged floatirig debt had been 100
basis points higher throughout 2009 and 2008 aesktswap agreements had not been in place, oualantarest costs would have been approximatel@32000
higher and $887,000 lower, respectively.

Because the counterparties providing the inteetstaap and swap agreements are major financtéliiens which have an A+ or better credit ratmgthe Standard &
Poor’s Ratings Group and the current valuatiorhefgosition is a net liability for us, we do notieee there is exposure at this time to a defaylh lcounterparty
provider.

In addition, changes in interest rates affect #ievalue of our fixed rate debt, computed usirtiseounted cash flow model considering our curneatket yields, whic|
impacts the fair value of our aggregate indebteslrigsbt securities and notes payable (excludinguatscmutstanding under our Credit Facility) witheaygregate
carrying value of $3,977,320,000 at December 3092tad an estimated aggregate fair value of $48052)00 at December 31, 2009. Contractual fixeel dabt
represented $3,249,647,000 of the carrying valde$3,;352,312,000 of the fair value at Decembe2BDQ. If interest rates had been 100 basis poigtehas of
December 31, 2009, the fair value of this fixe@ @bt would have decreased by $159,030,000.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The response to this Item 8 is included as a sepse&tion of this Annual Report on Form 10-K.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9a. CONTROLS AND PROCEDURES

@

(b)

Evaluation of Disclosure Controls and Procedu. As required by Rule 1-15 under the Securities Exchange Act of 1934, aseénd of the period cover

by this report, the Company carried out an evadmatinder the supervision and with the participatibthe Company’s management, including the Comisany
Chief Executive Officer and Chief Financial Officef the effectiveness of the design and operaifdhe Company’s disclosure controls and procedures
Based upon that evaluation, the Chief Executivéc®ffand Chief Financial Officer concluded that @@mpany’s disclosure controls and procedures are
effective to ensure that information required talizlosed by the Company in the reports it fileswmits under the Exchange Act is recorded, yesmmt
summarized and reported within the time periodsifipe in the Securities and Exchange Commissioniss and forms. We continue to review and document
our disclosure controls and procedures, includingiternal control over financial reporting, andyrfrom time to time make changes aimed at enhgncin
their effectiveness and to ensure that our systamlkve with our busines

Managemer's Report on Internal Control Over Financial Repong. Our management is responsible for establishitgna@intaining adequate internal con
over financial reporting, as such term is define@xchange Act Rules 13a-15(f) and 15d-15(f). Uritlersupervision and with the participation of our
management, including our Chief Executive Officed £hief Financial Officer, we conducted an evaarabf the effectiveness of our internal controkov
financial reporting as of December 31, 2009 basethe framework in Internal Control-Integrated Feamork issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO¥eBan that evaluation, our management concludgatlr internal control over financial reportings
effective as of December 31, 20!

Our internal control over financial reporting asD¥cember 31, 2009 has been audited by Ernst & yaw®, an independent registered public accourftng
as stated in their report which is included elsewlerein.

(©)

Changes in Internal Control Over Financial Repogt. There was no change in our internal control dvancial reporting that occurred during the fot
quarter of the period covered by this Annual ReparForm 10-K that has materially affected, ordiasonably likely to materially affect, our intercahtrol
over financial reporting

ITEM 9b. OTHER INFORMATION

None.
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PART 1l

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

The information required by Item 10 pertaining tedtors and executive officers of the Company twedCompany’s Code of Conduct is incorporated hevgi
reference to the Company’s Proxy Statement tolee fiith the Securities and Exchange Commissiohiwit20 days after the end of the year coverecisyRorm 10-
K with respect to the Annual Meeting of Stockho&lscheduled to be held on May 19, 2010.

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 11 pertaining x@eutive compensation is incorporated herein bgregfce to the Company’s Proxy Statement to be Wigd the
Securities and Exchange Commission within 120 déigs the end of the year covered by this Form 10K respect to the Annual Meeting of Stockholdsskeduled
to be held on May 19, 2010.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTER S

The information required by Item 12 pertaining ¢ézwrity ownership of management and certain beiaéfievners of the Company’s common stock is incoaped
herein by reference to the Company’s Proxy Statémeee filed with the Securities and Exchange Cassian within 120 days after the end of the yeareced by this
Form 10-K with respect to the Annual Meeting of &taolders scheduled to be held on May 19, 201thdextent not set forth below.

The Company maintains the 2009 Stock Option andritiee Plan (the “2009 Plan”) and the 1996 Non-@ieal Employee Stock Purchase Plan (the “ESPP")symnt
to which common stock or other equity awards maisbeed or granted to eligible persons.

The following table gives information about equétiyards under the 2009 Plan, the Company’s priod B8ck Incentive Plan (the “1994 Plan”) under viahgevards
were previously made, and the ESPP as of Decenih@089:

(b)

(©)

Weighte«-

a average
Number of securitie exercise pric
to be issued upa of outstandin

Number of securitie
remaining available f
future issuance und:
equity compensatio

exercise o options, plans (excluding
outstanding option: warrants ant securities reflected i
Plan categor warrants and right rights column (a))
Equity compensation plans approved by securitydrs() 2,964,390 $  80.7¢3® 4,164,06.
Equity compensation plans not approved by sechdtglers® — n/e 755,48
Total 2,964,39. $ 80.7¢®) 4,919,54:

(1) Consists of the 2009 Plan and the 1994 F

(2) Includes 128,141 deferred units granted under @8 Plan and the 1994 Plan, which, subject to mgsgquirements, will convert in the future to coomstock
on a one-for-one basis, but does not include 2®4sbdres of restricted stock that are outstandidgtizat are already reflected in the Company’stanting

shares
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(3) Excludes deferred units granted under the 2009 &idrthe 1994 Plan, which, subject to vesting regouénts, will convert in the future to common stocka
one-for-one basis

(4) Consists of the ESP

The ESPP, which was adopted by the Board of Direain October 29, 1996, has not been approved ibyhaweholders. A further description of the ESpears in
Note 10,“Stock-Based Compensation Plans,” of our Consddidi&inancial Statements included in this report.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE

The information required by Item 13 pertaining &stain relationships and related transactionsasrporated herein by reference to the Company’syP&atement to
be filed with the Securities and Exchange Commissithin 120 days after the end of the year covéngethis Form 10-K with respect to the Annual Megtof
Stockholders to be held on May 19, 2010.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by Item 14 pertaininghie fees paid to and services provided by the Cogipgnincipal accountant is incorporated hereinrdigrence to the
Company’s Proxy Statement to be filed with the $iéies and Exchange Commission within 120 days dfte end of the year covered by this FormKl@ith respect tc
the Annual Meeting of Stockholders to be held oryNif, 2010.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULE

15(a)(1) Financial Statements

Index to Financial Statements

Consolidated Financial Statements and Financiaé®nt Schedule:

Reports of Independent Registered Public Accourfing F-1
Consolidated Balance Sheets as of December 31, 2009200¢ F-3
Consolidated Statements of Operations and Othemp@simensive Income for the years ended Decembe08B, 2008 and 20( F-4
Consolidated Statements of Stockhol’ Equity for the years ended December 31, 2009, 20082007 F-5
Consolidated Statements of Cash Flows for the y&@dted December 31, 2009, 2008 and - F-6
Notes to Consolidated Financial Statem: F-8

15(a)(2) Financial Statement Schedule

Schedule Il Real Estate and Accumulated Deprecia F-37

All other schedules for which provision is madehe applicable accounting regulation of the Seimsriand Exchange Commission are not required uhdeelated
instructions or are inapplicable and therefore Hazeen omitted.

15(a)(3) Exhibits
The exhibits listed on the accompanying Index tbibis are filed as a part of this report.
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3(i).1

3().2

3(ii).1

3(i).2

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

INDEX TO EXHIBITS

Articles of Amendment and Restatement of Articlegncorporation of the Company, dated as of Jurte998. (Incorporated k
reference to Exhibit 3(i).1 to Form -K of the Company filed March 1, 2007

Articles of Amendment, dated as of October 2, 19B&orporated by reference to Exhibit 3(i).2 tadlL0-K of the Company filed
March 1, 2007.

Amended and Restated Bylaws of the Company, astedityy the Board of Directors on May 21, 2009.€¢Fiherewith.

Amendment to Amended and Restated Bylaws of AvadgnBommunities, Inc., dated February 10, 2010.ofiperated by reference
Exhibit 3.2 to Form -K of the Company filed February 12, 201

Indenture for Senior Debt Securities, dated asotidry 16, 1998, between the Company and Statet®amk and Trust Company, as
Trustee. (Incorporated by reference to Exhibittd.Registration Statement on Form S-3 of the Comkite No. 333-139839), filed
January 8, 2007

First Supplemental Indenture, dated as of Januyr298, between the Company and State Street &zhKrust Company as Trustee.
(Incorporated by reference to Exhibit 4.2 to Registn Statement on Form S-3 of the Company (Fde 383-139839), filed January 8,
2007.)

Second Supplemental Indenture, dated as of JUI998, between the Company and State Street BanKraist Company as Trustee.
(Incorporated by reference to Exhibit 4.3 to Regitstn Statement on Form S-3 of the Company (Fde 383-139839), filed January 8,
2007.)

Amended and Restated Third Supplemental Indentiated as of July 10, 2000 between the Company tatd Street Bank and Tru
Company as Trustee. (Incorporated by referencehibi 4.4 to Registration Statement on Form S-&ef Company (File No. 333-
139839), filed January 8, 200

Fourth Supplemental Indenture, dated as of Septefrdye2006, between the Company and U.S. Bank Naltidssociation as Truste
(Incorporated by reference to Exhibit 4.5 to Registn Statement on Form S-3 of the Company (Fde 383-139839), filed January 8,
2007.)

Dividend Reinvestment and Stock Purchase Planeo€timpany. (Incorporated by reference to Exhilitt8.Registration Statement
Form -3 of the Company (File No. 3-87063), filed September 14, 199

Amendment to the Company’s Dividend Reinvestmedt@tock Purchase Plan filed on December 17, 198€orporated by reference
to the Prospectus Supplement filed pursuant to B2dé€b)(2) of the Securities Act of 1933 on Decemibg 1999.

Amendment to the Compa’s Dividend Reinvestment and Stock Purchase Plad éh March 26, 2004. (Incorporated by referenc
the Prospectus Supplement filed pursuant to Ru¢b3@B) of the Securities Act of 1933 on March 2604.)
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4.9

10.1

10.2

10.3

10.4

105

10.6

10.7

10.8+

10.9+

10.10+

Amendment to the Compa’s Dividend Reinvestment and Stock Purchase Plad éh May 15, 2006. (Incorporated by referencéx
Prospectus Supplement filed pursuant to Rule 423)lof the Securities Act of 1933 on May 15, 20(

Amended and Restated Distribution Agreement, dateglist 6, 2003, among the Company and the Agemthjding Administrative
Procedures, relating to the MTNSs. (Incorporateddigrence to Exhibit 10.1 to Form-K of the Company filed March 2, 200¢

Amended and Restated Limited Partnership AgreewfeAwvalonBay Value Added Fund, L.P., dated as ofdfal6, 2005. (Incorporat
by reference to Exhibit 10.1 to Form-Q of the Company filed May 6, 200!

Term Loan Agreement, dated May 15, 2008, amon@thapany, as Borrower, JPMorgan Chase Bank, N.ASyaslication Agent,
Sumitomo Mitsui Banking Corporation, Wells FargonRaN.A., and Deutsche Bank Trust Company Amerieash as a Documentati
Agent, the other banks signatory thereto, eachBen&, J.P. Morgan Securities, Inc., as Sole Bawkeun and Lead Arranger, and Bank
of America, N.A., as Administrative Agent. (Incorpted by reference to Exhibit 10.1 to For-K of the Company filed May 19, 200¢

Master Cros-Collateralization Agreement, dated as of April 2809, between Deutsche Bank Berkshire Mortgage, pacties
identified on Exhibit A-Schedule 1 attached theretod Shady Grove Financing, LLC. (Incorporatedddgrence to Exhibit 10.2 to
Form 1(-Q of the Company filed August 10, 200

Master Substitution Agreement, dated April 23, 2088ween Deutsche Bank Berkshire Mortgage, InealénBay Traville, LLC and
the entities identified on Schedule B attacheddtwer(Incorporated by reference to Exhibit 10.&¢om 10-Q of the Company filed
August 10, 2009.

Form of Multifamily Note, dated April 24, 2009. (&ld in connection with the properties identifiedxhibit B to the Master Cross-
Collateralization Agreement dated April 24, 200 corporated by reference to Exhibit 10.4 to FA®Q of the Company filed
August 10, 2009.

Form of Guaranty, dated April 24, 2009. (Used inrection with the properties identified on ExhiBito the Master Cross-
Collateralization Agreement dated April 24, 200 corporated by reference to Exhibit 10.5 to FA®Q of the Company filed
August 10, 2009.

Endorsement Split Dollar Agreements and Amendmiieieto with Messrs. Blair, Naughton, Fuller, SargeHorey and Meyer
(Incorporated by reference to Exhibit 10.2 to FA€-Q of the Company filed May 6, 200¢

Form of Amendment to Endorsement Split Dollar Agneet with Messrs. Blair, Naughton, Sargeant, anceiiqIncorporated b
reference to Exhibit 10.4 to Form-K of the Company filed March 2, 200¢

Employment Agreement, dated as of July 1, 2003yé&en the Company and Thomas J. Sargeant. (Incoepldog reference t
Exhibit 10.1 to Amendment No. 3 to the Comg’s Registration Statement on Fori-3 (File No. 33:-103755), filed July 7, 2003

65




10.11+

10.12+

10.13+

10.14+

10.15+

10.16+

10.17+

10.18+

10.19+

10.20+

10.21+

10.22+

10.23+

10.24+

First Amendment to Employment Agreement betweerCitimpany and Thomas J. Sargeant, dated as of N3arc2005. (Incorporate
by reference to Exhibit 10.5 to Form-Q of the Company filed May 6, 200!

Form of Second Amendment to Employment Agreemeetiwden the Company and Certain Executive Offidémsorporated by
reference to Exhibit 10.2 to forn-K of the Company filed May 22, 200¢

Third Amendment to Employment Agreement betweerbmpany and Thomas J. Sargeant, dated as of Decd#p2008
(Incorporated by reference to Exhibit 10.9 to FA€-K of the Company filed March 2, 200¢

Employment Agreement, dated as of January 10, 288%;een the Company and Bryce Blair. (Incorporatedeference to
Exhibit 10.10 to Form 1-K of the Company filed March 2, 200¢

First Amendment to Employment Agreement betweerCiiapany and Bryce Blair, dated as of March 31520@corporated b
reference to Exhibit 10.3 to Form-Q of the Company filed May 6, 200!

Third Amendment to Employment Agreement betweerQbmpany and Bryce Blair, dated as of DecembeQ@8. (Incorporated t
reference to exhibit 10.12 to Form-K of the Company filed March 2, 200¢

Employment Agreement, dated as of February 26, 20€veen the Company and Timothy J. Naughtono(puarated by reference to
Exhibit 10.8 to Form 1-K of the Company filed March 1, 200°

First Amendment to Employment Agreement betweerCitimpany and Timothy J. Naughton, dated as of Maict2005. (Incorporate
by reference to Exhibit 10.4 to Form-Q of the Company filed May 6, 200!

Third Amendment to Employment Agreement betweerCtbmpany and Timothy J. Naughton, dated as of Dbeeri¥, 2008.
(Incorporated by reference to Exhibit 10.15 to FA€-K of the Company filed March 2, 200¢

Employment Agreement, dated as of September 1a,, 2@ween the Company and Leo S. Horey. (Incotpdray reference t
Exhibit 10.10 to Form 1-K of the Company filed March 1, 200’

First Amendment to Employment Agreement betweerCitimpany and Leo S. Horey, dated as of March 30520ncorporated by
reference to Exhibit 10.6 to Form-Q of the Company filed May 6, 200t

Third Amendment to Employment Agreement betweerCtbmpany and Leo S. Horey, dated as of Decembe2D8.) (Incorporated |
reference to Exhibit 10.18 to Form-K of the Company filed March 2, 200¢

Retirement Agreement, dated as of March 24, 208@yden the Company and Gilbert M. Meyer. (Incortetdy reference t
Exhibit 10.15 to Form 1-K of the Company filed March 1, 200°

First Amendment to Retirement Agreement betweerCitirapany and Gilbert M. Meyer, dated as of MarchZRD5. (Incorporated
reference to Exhibit 10.8 to Form-Q of the Company filed May 6, 200t
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10.25+ — AvalonBay Communities, Inc. 2009 Stock Option ancehtive Plan. (Incorporated by reference to ExHiBil to Form -K of the
Company filed May 28, 2009

10.26+ — Form of Incentive Stock Option Agreement (2009 &tOption and Incentive Plan). (Incorporated by refiee to Exhibit 10.1 to
Registration Statement on Forr-8 of the Company filed May 22, 200!

10.27+ — Form of Nor-Qualified Stock Option Agreement (2009 Stock Optanl Incentive Plan). (Incorporated by referencExbibit 10.2 tc
Registration Statement on Forr-8 of the Company filed May 22, 200!

10.28+ — Form of Stock Grant and Restricted Stock Agreen@®®9 Stock Option and Incentive Plan). (Incorpedaty reference to Exhibit 10.3
to Registration Statement on For1-8 of the Company filed May 22, 200¢

10.29+ — Form of Director Restricted Stock Agreement (20@8ck Option and Incentive Plan). (Incorporated &ference to Exhibit 10.4
Registration Statement on Forr-8 of the Company filed May 22, 200!

10.30+ — Form of Director Restricted Unit Agreement (2008cktOption and Incentive Plan). (Incorporated tegnmence to Exhibit 10.5 t
Registration Statement on Forr-8 of the Company filed May 22, 200!

10.31+ — 1996 Non-Qualified Employee Stock Purchase Platedddune 26, 1997, as amended and restated. (bvated by reference to
Exhibit 99.1 to Post-effective Amendment No. 1 tgitration Statement on Form S-8 of the Compaitg (fo. 333-16837), filed
June 26, 1997

10.32+ — 1996 Non-Qualified Employee Stock Purchase Planlar Iformation Statement dated June 26, 1997o(puarated by reference to
Exhibit 99.2 to Registration Statement on For-8 of the Company (File No. 3-16837), filed November 26, 199¢

10.33+ — Form of Addendum to AvalonBay Communities, Inc. l-Qualified Stock Option Agreement for Certain Offiee(Incorporated b
reference to Exhibit 10.30 to Form-K of the Company filed March 2, 200¢

10.34+ — Form of Indemnity Agreement between the Companyindirectors. (Incorporated by reference to Exhi.1 to Form 10-Q of the
Company filed November 9, 200!

10.35+ — The Compan’s Officer Severance Plan, as amended and restatddvember 18, 2008. (Incorporated by referendextuibit 10.28 tc
Registration Statement on Form-K of the Company filed March 2, 200¢

10.36+ — AvalonBay Communities, Inc. 1994 Stock IncentivarRlas amended and restated in full on Decem!288} (Incorporated by
reference to Exhibit 10.21 to Form-K of the Company filed March 2, 200¢

10.37+ — Amendment dated February 9, 2006, to the AvalonBaymunities, Inc. 1994 Stock Incentive Plan, asratad and restated «
December 8, 2004. (Incorporated by reference tatixt0.32 to Form 1-K of the Company filed March 14, 200t
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10.38+

10.39+

10.40+

10.41+

10.42+

10.43+

10.44+

10.45

10.46

10.47+

10.48+

Amendment, dated December 6, 2006, to the Avalor@Baymunities, Inc. 1994 Stock Incentive Plan, asrmaed and restated
December 8, 2004. (Incorporated by reference takixt0.22 to Form 1-K of the Company filed March 1, 200°

Amendment, dated September 20, 2007, to the AvalpriB mmunities, Inc. 1994 Stock Incentive Plararagnded and restated on
December 8, 2004. (Incorporated by reference takixt0.1 to Form 1-Q of the Company filed November 9, 20C

Form of AvalonBay Communities, Inc. N-Qualified Stock Option Agreement (1994 Stock IncenPlan, as Amended and Restat
(Incorporated by reference to Exhibit 10.1 to thempanys Form K filed February 12, 2008

Form of AvalonBay Communities, Inc. Incentive Stdagtion Agreement (1994 Stock Incentive Plan, asAded and Restated.)
(Incorporated by reference to Exhibit 10.2 to thwmpanys Form K filed February 12, 2008

Form of AvalonBay Communities, Inc. EmployStock Grant and Restricted Stock Agreement (1984kSincentive Plan, as Amend
and Restated.) (Incorporated by reference to ExhhB3 of Form 1-K of the Company filed March 2, 200¢

Form of AvalonBay Communities, Inc. Director Restieid Unit Agreement (1994 Stock Incentive PlanAaended and Restatel
(Incorporated by reference to Exhibit 10.4 to tremPanys Form 1i-Q filed November 9, 2007

Form of AvalonBay Communities, Inc. Director Restied Stock Agreement (1994 Stock Incentive Playrasnded and Restated).
(Incorporated by reference to Exhibit 10.3 to thmmpanys Form 1i-Q filed November 9, 2007

Second Amended and Restated Revolving Loan Agreembated as of November 14, 2006, among the Comanorrower
JPMorgan Chase Bank, N.A., and Wachovia Bank, Natiéssociation, each as a Bank and SyndicatiomAdank of America, N.A.,
as a Bank, Swing Lender and Issuing Bank, Morganl&y Bank, Wells Fargo Bank, National Associatemg Deutsche Bank Trust
Company Americas, each as a Bank and Documentagent, the other banks signatory thereto, eachBen#, J.P. Morgan Securities,
Inc., as Sole Bookrunner and Lead Arranger, andkB&merica, N.A., as Administrative Agent. (Inparated by reference to

Exhibit 10.1 to Form -K of the Company filed November 17, 200

First Amendment to the Second Amended and ResRegdlving Loan Agreement, dated as of NovembeR208y7, among the
Company, as Borrower, the banks signatory theestoh as a Bank, and Bank of America, N.A., as Adtrative Agent. (Incorporated
by reference to Exhibit 10.1 to Forr-K of the Company filed November 16, 200

Rules and Procedures for Non-Employee DirectordéB®ed Compensation Program. (Incorporated by eefe to Exhibit 10.33 to
Form 1(-K of the Company filed March 1, 200"

Amendment to Rules and Procedures for-Employee Directo’ Deferred Compensation Program adopted Decemb@QD8,
(Incorporated by reference to Exhibit 10.38 to Fd-K of the Company field March 2, 200¢
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10.49+ — Amendment, effective September 30, 2007, to the gaoy' s quarterly compensation of N-Employee Directors. (Incorporated
reference to Exhibit 10.2 to the Comp’s Form 1i-Q filed November 9, 2007

10.50+ — Form of AvalonBay Communities, Inc. 2008 Performnaftan Deferred Stock Award Agreement. (Incorparatereference to
Exhibit 10.1 to Form -K of the Company filed May 22, 200¢

10.51+ — Amended and Restated AvalonBay Communities, Infefded Compensation Plan. (Incorporated by referead=xhibit 10.42 t
Form 1(-K of the Company filed March 2, 200¢

12.1 — Statements re: Computation of Ratios. (Filed hetrep

21.1 — Schedule of Subsidiaries of the Company. (File@wéh.)

23.1 — Consent of Ernst & Young LLP. (Filed herewit

31.1 — Certification pursuant to Section 302 of the Sads-Oxley Act of 2002 (Chief Executive Officer). (Fildgtrewith.)

31.2 — Certification pursuant to Section 302 of the Sads-Oxley Act of 2002 (Chief Financial Officer). (Fildterewith.)

32 — Certification pursuant to Section 906 of the Saes-Oxley Act of 2002 (Chief Executive Officer and Chiénancial Officer).

(Furnished herewith

101 — XBRL (Extensible Business Reporting Language). filewing materials from AvalonBay Communities, liccAnnual Report on
Form 10-K for the year ended December 31, 2009p&tied in XBRL: (i) consolidated balance sheetsc¢insolidated statements of
operations, (iii) consolidated statements of cémhd, (iv) consolidated changes in stockholdersiiggand (v) notes to consolidated
financial statement?

+ Management contract or compensatory plan angement required to be filed or incorporated ligremce as an exhibit to this Form 10-K pursuarteim 15(a)
(3) of Form 1-K.

* As provided in Rule 406T of Regulatio-T, this information is furnished and not filed faurposes of Sections 11 and 12 of the Securitie®At933 anc
Section 18 of the Securities Exchange Act of 1!
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&{(tH)e Securities Exchange Act of 1934, the regigthas duly caused this report to be signedsobeiball
by the undersigned, thereunto duly authori:
AvalonBay Communities, Inc.

Date: February 26, 2010 By: /s/ Bryce Blair
Bryce Blair, Chairman of the Board and
Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bblptihe following persons on behalf of the registrand in the
capacities and on the dates indicated.

Date: February 26, 2010 By: /s/ Bryce Blair
Bryce Blair, Director, Chairman of the Board andeZh
Executive Officer
(Principal Executive Officer

Date: February 26, 201 By: /s/ Thomas J. Sargee
Thomas J. Sargeant, Chief Financial Officer (Pgati
Financial Officer)

Date: February 26, 2010 By: /s/ Keri A. Shea
Keri A. Shea, Vice Preside--Finance & Treasure
(Principal Accounting Officer)

Date: February 26, 201 By: /s/ Bruce A. Choate
Bruce A. Choate, Directo

Date: February 26, 201 By: /s/ John J. Healy, Ji
John J. Healy, Jr., Directc

Date: February 26, 201 By: /s/ Gilbert M. Meyer
Gilbert M. Meyer, Director

Date: February 26, 2010 By: /s/ Timothy J. Naughtor
Timothy J. Naughton, Directo

Date: February 26, 2010 By: /s/ Lance R. Primis
Lance R. Primis, Directo

Date: February 26, 2010 By: /s/ Peter S. Rumme
Peter S. Rummell, Directc

Date: February 26, 201 By: /s/ H. Jay Sarle:
H. Jay Sarles, Directo

Date: February 26, 201 By: /s/ W. Edward Waltei
W. Edward Walter, Directo
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Stockholders of
AvalonBay Communities, Inc.:

We have audited the accompanying consolidated balsineets of AvalonBay Communities, Inc. as of bésr 31, 2009 and 2008, and the related consaotidate
statements of operations and other comprehensiegnie, stockholders’ equity, and cash flows for eafdine three years in the period ended Decembe2@®19. Our
audits also included the financial statement sclediiied in the Index at Item 15(a)(2). Thesefficial statements and schedule are the respongibilthe Company’s
management. Our responsibility is to express aniopion these financial statements and schedukdbas our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafiqUnited States). Those standards require thgtlan and
perform the audit to obtain reasonable assuranoet athether the financial statements are free déria misstatement. An audit includes examiningadest basis,
evidence supporting the amounts and disclosuréifinancial statements. An audit also includegssing the accounting principles used and sigmifiestimates
made by management, as well as evaluating the lbfineacial statement presentation. We believe tha audits provide a reasonable basis for ouniopi

In our opinion, the financial statements refereabove present fairly, in all material respedts, ¢onsolidated financial position of AvalonBay Gouonities, Inc. at
December 31, 2009 and 2008, and the consolidasedtsef its operations and its cash flows for eaictine three years in the period ended Decembe2@®19 in
conformity with U.S. generally accepted accounpmigciples. Also, in our opinion, the related ficéal statement schedule, when considered in relatidhe basic
financial statements taken as a whole, presenty faiall material respects, the information satl therein.

We also have audited, in accordance with the stdsd# the Public Company Accounting Oversight Blo@nited States), AvalonBay Communities, Inc.t&inal
control over financial reporting as of December3&109, based on criteria established in InternaitdIntegrated Framework issued by the Committe8ponsoring
Organizations of the Treadway Commission and goontedated March 1, 2010 expressed an unqualifocian thereon.

/sl Ernst & Young LLP

McLean, Virginia
March 1, 2010




Report of Independent Registered Public Accountindrirm on Internal Control Over Financial Reporting

The Board of Directors and Stockholders of
AvalonBay Communities, Inc.:

We have audited AvalonBay Communities, Inc.’s in&icontrol over financial reporting as of Decem®&y 2009, based on criteria established in InteCoatrol—
Integrated Framework issued by the Committee ohSping Organizations of the Treadway Commissiba @OSO criteria). AvalonBay Communities, Inc.’s
management is responsible for maintaining effedtiternal control over financial reporting, and ftr assessment of the effectiveness of internairabover financial
reporting included in the accompanying ManagemeRé&port on Internal Control over Financial Repaytin Item 9a. Our responsibility is to express pimimn on the
company'’s internal control over financial reportio@sed on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting Oversightri8d&@nited States). Those standards require thailareand
perform the audit to obtain reasonable assuranwmet athether effective internal control over finaalaieporting was maintained in all material respeC@ur audit
included obtaining an understanding of internaltc@rover financial reporting, assessing the risktta material weakness exists, testing and evadptite design and
operating effectiveness of internal control basedhe assessed risk, and performing such otheegues as we considered necessary in the circucestaWe believe
that our audit provides a reasonable basis foopimion.

A company’s internal control over financial repogiis a process designed to provide reasonableasssuregarding the reliability of financial repog and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples. A company’s internal control oerancial
reporting includes those policies and proceduras(tt) pertain to the maintenance of records thagasonable detail, accurately and fairly reftbet transactions and
dispositions of the assets of the company; (2) idereasonable assurance that transactions aneleecas necessary to permit preparation of findstaéements in
accordance with generally accepted accounting iptes; and that receipts and expenditures of thepamy are being made only in accordance with aizibons of
management and directors of the company; and (Rjige reasonable assurance regarding preventibmely detection of unauthorized acquisition, usegdisposition
of the company’s assets that could have a magffedt on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @étaisstatements. Also, projections of any evatuatif effectiveness
future periods are subject to the risk that costrolly become inadequate because of changes irtioasdor that the degree of compliance with thiécpes or
procedures may deteriorate.

In our opinion, AvalonBay Communities, Inc. maimigdl, in all material respects, effective interraiteol over financial reporting as of December 2109, based on t|
COSO criteria

We also have audited, in accordance with the stdsd# the Public Company Accounting Oversight Blo@nited States), the consolidated balance sloéets
AvalonBay Communities, Inc. as of December 31, 2808 2008, and the related consolidated stateroépserations and other comprehensive income, btidkrs’
equity, and cash flows for each of the three ygatise period ended December 31, 2009 of AvalonBagnmunities, Inc. and our report dated March 1,028dpressed
an unqualified opinion thereon.

/sl Ernst & Young LLP

McLean, Virginia
March 1, 2010




ASSETS

Real estate
Land
Buildings and improvemen
Furniture, fixtures and equipme

Less accumulated depreciati

Net operating real esta

Construction in progress, including la

Land held for developmel

Operating real estate assets held for sale
Total real estate, n

Cash and cash equivalel
Cash in escroy
Resident security depos
Investments in unconsolidated real estate en
Deferred financing costs, n
Deferred development cos
Prepaid expenses and other as
Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY

Unsecured notes, n

Variable rate unsecured credit facil

Mortgage notes payab

Dividends payabli

Payables for constructic

Accrued expenses and other liabilit

Accrued interest payab

Resident security depos

Liabilities related to real estate assets held:&be
Total liabilities

Redeemable noncontrolling intere

Stockholder’ equity:

Preferred stock, $0.01 par value; $25 liquidaticefgrence; 50,000,000 shares authorized at boterbieer 31, 2009 ar

AVALONBAY COMMUNITIES, INC.
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands, except per share data)

December 31, 2008; zero shares issued and outstpatiDecember 31, 2009 and December 31,

Common stock, $0.01 par value; 140,000,000 shatb®azed at both December 31, 2009 and Decemhe2(BIB;
81,528,957 and 77,119,963 shares issued and aditsgeast December 31, 2009 and December 31, 208Bectvely

Additional paic-in capital
Accumulated earnings less divider
Accumulated other comprehensive i

Total stockholder equity

Total liabilities and stockholde’ equity

See accompanying notes to Consolidated Finanaati®ents.

F-3

12-31-09 12-31-08
$ 1,250,67: $1,119,22
5,988,33 5,281,13
186,30: 170,46t
7,425,311 6,570,82
(1,477,77) (1,268,55)
5,947 53 5,302,26.
531,29 867,04(
237,09 239,45t
117,55! 240,98
6,833,48 6,649,74:
105,69: 64,93
210,67 192,68:
23,64¢ 29,70¢
74,57( 55,02t
34,53 31,35(
87,76: 57,36¢
87,24 93,54¢
$ 7,457,60. $7,174,35:
$ 1,658,02: $ 2,002,96!
— 124,00(
2,316,84: 1,527,75
72,77¢ 208,20¢
49,62: 64,36
229,29 218,28(
35,06¢ 32,65!
33,64¢ 38,64:
6,39¢ 31,13¢
4,401,68 4,248,00-
5,791 10,23¢
81t 771
3,200,36 2,940,49:
(149,98%) (22,229
(1,067) (2,932
3,050,12 2,916,11!
$ 7,457,60. $7,174,35.




AVALONBAY COMMUNITIES, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
AND OTHER COMPREHENSIVE INCOME

(Dollars in thousands, except per share data)

For the year ende

12-31-09 12-31-08 12-31-07
Revenue
Rental and other incon $ 844,25: $ 807,65t $ 721,64
Management, development and other 7,32¢ 6,56¢ 6,147
Total revenue _ 851,58: _ 814,22 _ 727,78t
Expenses
Operating expenses, excluding property t¢ 261,75:. 248,86. 222,33.
Property taxe 83,80¢ 73,931 67,24(
Interest expense, n 150,32: 114,91( 92,17¢
(Gain) loss on extinguishment of debt, 25,91( (1,839 —
Depreciation expens 209,74¢ 183,74t 157,89!
General and administrative expel 28,74¢ 42,78: 28,49
Impairment los— land holdings 21,15: 57,89¢ —
Total expense 781,44( 720,29t 568,13
Equity in income of unconsolidated entit 1,441 4,56¢ 59,16¢
Gain on sale of lan 4,83( — 54E
Income from continuing operatiol 76,415 98,49 219,36
Discontinued operation
Income from discontinued operatic 13,97« 27,35:¢ 33,89
Gain on sale of communitie 63,887 284,90: 106,48
Total discontinued operatiol 77,86 312,25: 140,38:
Net income 154,27: 410,74¢ 359,74!
Net (income) loss attributable to redeemable notmollimg interests 1,37¢ 741 (1,58Y)
Net income attributable to the Compe 155,64 411,48 358,16(
Dividends attributable to preferred stc — (10,459 (8,700
Net income attributable to common stockholc $ 155,64 $ 401,03: $ 349,46(
Other comprehensive incorr
Unrealized gain on cash flow hedc¢ 1,86¢ 434 213
Comprehensive incomnr $ 157,51: $ 401,46 $ 349,67:
Earnings per common she— basic:
Income from continuing operations attributable aanenon stockholders (net of dividends attributabl
preferred stock $ 0.97 $ 1.1f $ 2.6t
Discontinued operations attributable to commonidiotders 0.97 4.0€ 1.7¢
Net income attributable to common stockholc $ 194 $ 521 $ 44c
Earnings per common she— diluted:
Income from continuing operations attributable aanenon stockholders, net of preferred stock dividk $ 0.9¢ $ 1.1¢ $ 26z
Discontinued operations attributable to commonidiotders 0.97 4.0z 1.7¢
Net income attributable to common stockholc $  19¢ $ 517 $ 43¢
Dividends per common shai $ 3.570( $ 5.377¢ $ 3.400(

See accompanying notes to Consolidated Finanai¢i®ents.
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AVALONBAY COMMUNITIES, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(Dollars in thousands)

Accumulater Accumulated
Shares issue Additional earnings other Total
Preferrec Common Preferrec Common paic-in less comprehensiv stockholder’
stock stock stock stock capital dividends loss equity

Balance at December 31, 2C 4,000,00! 74,668,37 $ 40 $ 747 $2,482,51 $ 90,19¢ $ (3579 $2,569,92
Net income attributable to the Compe — — — — — 358,16( — 358,16(
Unrealized gain on cash flow hedc — — — — — — 21z 21z
Change in redemption value of redeemable

noncontrolling interes — — — — — (3,82¢) — (3,826
Dividends declared to common and

preferred stockholde — — — — — (276,82 — (276,82)
Issuance of common sto — 5,130,85! — 51 619,35¢ (1,749 — 617,66
Purchase of common sto — (2,480,61) — (25) (93,509 (164,407 — (257,929
Amortization of deferred compensati — — — — 18,33 — — 18,33
Balance at December 31, 2C 4,000,001 77,318,61 40 77¢ 3,026,70: 1,56¢€ (3,36¢€) 3,025,72
Net income attributable to the Compe — — — — — 411,48 — 411,48
Unrealized gain on cash flow hedc — — — — — — 434 434
Change in redemption value of redeemable

noncontrolling interes — — — — — 12,09t — 12,09t
Dividends declared to common and

preferred stockholdel — — — — — (423,119 — (423,11))
Issuance of common sto — 323,08! — 3 5,83¢ (18%) — 5,65¢
Purchase of common sto — (521,73) — ®) (18,08¢) (24,069 — (42,159
Redemption of preferred sto (4,000,001 — (40 — (96,425 — — (96,465
Amortization of deferred compensati — — — — 22,46¢ — — 22,46¢
Balance at December 31, 2C — 77,119,96 — 771 2,940,49 (22,22)) (2,937 2,916,11!
Net income attributable to the Compe — — — — — 155,64 — 155,64
Unrealized gain on cash flow hedc — — — — — — 1,86t 1,86t
Change in redemption value of redeem:

noncontrolling interes — — — — — 3,372 — 3,37:
Dividends declared to common stockholt — — — — — (287,98)) — (287,98)
Issuance of common sto — 4,442,18 — 44 245,67¢ 1,19¢ — 246,91¢
Purchase of common sto — (33,18¢) — — — — — —
Amortization of deferred compensati — — — — 14,19: — — 14,19:
Balance at December 31, 2C — 81,528,95 $ — $ 81t $3,200,36' $(149,98) $ (1,067  $3,050,12

See accompanying notes to Consolidated Finanaati®ents.
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AVALONBAY COMMUNITIES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands)

For the year ende

12-31-09 12-31-08 12-31-07

Cash flows from operating activitie

Net income $ 154,27: $ 410,74 $ 359,74!
Adjustments to reconcile net income to cash praVioe operating activities

Depreciation expens 209,74¢ 183,74t 157,89!
Depreciation expense from discontinued operai 8,54( 15,70: 23,83(
Amortization of deferred financing costs and delenpium/discoun 8,13¢ 5,89: 4,93«
Amortization of stoc-based compensatic 6,09¢ 11,88t¢ 14,35
Return on investment of unconsolidated enti — — 13C
Equity in income of unconsolidated entities, ne€ldhinations (810 (3,43¢) (58,129
Impairment los— land holdings 21,15 57,89¢ —
Abandonment of development purst 2,461 9,42¢ 3,42¢
(Gain) loss on extinguishment of debt, 25,91( (1,839 —
Gain on sale of real estate as: (68,717 (284,90)) (107,037
(Increase) decrease in cash in operating esc (2,439 3,05¢ (7,407
(Increase) decrease in resident security deppsépaid expenses and other as 2,391 (5,679 8,741
Increase (decrease) in accrued expenses, othiitibatand accrued interest paya 11,85( (16,426 54,36¢
Net cash provided by operating activit 378,60( 386,08: 454,87:

Cash flows from investing activitie

Development/redevelopment of real estate assdtgling land acquisitions and deferred

development cos' (560,15Y) (881,507 (1,112,591
Acquisition of real estate assets, including parawiity interes — — (23,84)
Capital expenditure— existing real estate ass: (11,119 (15,539 (13,857
Capital expenditure— nor-real estate asse (839 (5,290 (2,429
Proceeds from sale of real estate, net of selldsgs 189,41° 529,77 261,08¢
Increase (decrease) in payables for constru (14,740 (27,019 32,34¢
Decrease in cash in construction escr 77,75¢ 126,61: 54,14¢
(Increase) decrease in investments in unconsotidatd estate entitie (13,88) 6,64¢ (15,127)
Net cash used in investing activiti (333,559 (266,309 (809,24

Cash flows from financing activitie
Issuance of common sto 108,86( 7,43 621,02¢
Repurchase of common stc — (42,159 (257,929
Redemption of preferred sto — (100,00() —
Dividends paic (283,710 (278,79) (268,96¢)
Net borrowings (repayments) under unsecured cfaclitty (124,000 (390,500) 514,50(
Issuance of mortgage notes payable and draws traotion loan: 741,14( 697,04t 59,12¢
Repayments of mortgage notes pay: (65,229 (67,449 (27,25¢6)
Issuance of unsecured no 500,00( 330,00( —
Repayment of unsecured no (868,56¢) (219,05() (260,00()
Payment of deferred financing co (12,529 (9,497 (6,550
Redemption of units for cash by minority partn (202) (1,756 (6,857)
Contributions from minority and pro-sharing partner — — 1,33¢
Distributions to DownREIT partnership unithold: (57) (21¢) (280)
Distributions to joint venture and prc-sharing partner — (187) (1,796
Net cash provided by (used in) financing activi (4,289 (75,117 366,36(
Net increase in cash and cash equival 40,75¢ 44,66 11,987
Cash and cash equivalents, beginning of 64,93¢ 20,27: 8,28
Cash and cash equivalents, end of \ $ 105,69: $ 64,93 $ 20,27
Cash paid during the year for interest, net of amaoapitalizec $ 168,65: $ 110,29 $ 98,59

See accompanying notes to Consolidated Finanaati®ents.
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CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

Supplemental disclosures of non-cash investingfimadcing activities (dollars in thousands):

During the year ended December 31, 2009:

2,624,641 shares of common stock valued at $13%@58 issued as part of the special dividend dedlar the fourth quarter of 2008, 169,851 share
common stock valued at $8,360 were issued in cdinmewith stock grants, 11,172 shares valued afl$8&re issued through the Company’s dividend
reinvestment plan, 33,186 shares valued at $1,%t& withheld to satisfy employees’ tax withholdamd other liabilities and 1,031 shares valued 47$1
were forfeited, for a net value of $146,405. Initidd, the Company granted 344,801 options for camrstock at a value of $2,2¢

The Company recorded a decrease to other liabiktiel a corresponding gain to other comprehensoame of $1,865 to record the impact of the Com’s
hedge accounting activity (as described in Not“ Derivative Instruments and Hedging Activit”).

Common dividends declared but not paid totaled &2

The Company recorded a decrease of $3,373 irneaele noncontrolling interests with a correspogadiitrease to accumulated earnings less dividends t
adjust the redemption value associated with theptibns held by joint venture partners and DowriRErtnership units. For further discussion oftagure
and valuation of these items, see Note"*Fair Value”

The Company obtained $93,440 in variable ratestempt bond financing related to a DevelopmenhRitpe proceeds of which will be held in escrowilun
requisitioned for construction funding. This loanoyides an option for the Company to request aitiaddl construction loan of up to $83,560 subjecthe
lende’s discretion

During the year ended December 31, 2008:

130,325 shares of common stock valued at $1 &6 issued in connection with stock grants, 55t@8es valued at $458 were issued through the
Company'’s dividend reinvestment plan, 24,407 sheagsed at $1,357 were issued to members of thedBafeDirectors in fulfillment of deferred stock
awards, 39,633 shares valued at $3,483 were wittibedatisfy employees’ tax withholding and othabilities and 1,101 shares valued at $109 weffeited,
for a net value of $9,869. In addition, the Compgmnted 401,212 options for common stock at aevafu$3,976

The Company recorded a decrease to other liabiktiel a corresponding gain to other comprehensoanie of $434 to record the impact of the Com’s
hedge accounting activit

The Company issued $135,000 of variable rate dgatimg to Avalon Walnut Creek. The proceeds wéaeet in an escrow account until requisitioned
construction funding and no amounts have been dfamumse in the development of the commur

Common and preferred dividends declared but nat fpdaled $208,20¢

The Company recorded a decrease of $12,095 @eneable noncontrolling interests with a correspagdicrease to accumulated earnings less dividends
adjust the redemption value associated with theptibns held by joint venture partners and DowrnRgartnership units

During the year ended December 31, 2007:

75,231 shares of common stock valued at $10,97& issued in connection with stock grants, 2,92%eshealued at $365 were issued through the Con's
dividend reinvestment plan, 41,000 shares valuéd @81 were withheld to satisfy employees’ taxhivitlding and other liabilities and 8,609 sharesiedlat
$231 were forfeited, for a net value of $6,724adlition, the Company granted 331,356 options donmon stock, net of forfeitures, at a value of $8,!

19,231 units of limited partnership, valued at $88&re presented for redemption to the DownREITreaiships that issued such units and were acqbi
the Company in exchange for an equal number oeshafrthe Compar's common stock

The Company recorded a decrease to other liebiéind a corresponding gain to other comprehemsivene of $213 to record the impact of the Compmny
hedge accounting activit

The Company issued $100,000 of variable rat-exempt debt relating to Avalon Morningside Parke finoceeds were placed in an escrow account
requisitioned for construction funding, none of elhivas drawn for use in the development of the canity.

Common and preferred dividends declared but nat fpdaled $67,90¢
The Company recorded an increase of $3,826 ieemadble noncontrolling interests with a correspogdiecrease to accumulated earnings less dividends
adjust the redemption value associated with theptibns held by joint venture partners and DowrnRgartnership units
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AVALONBAY COMMUNITIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except per share data)

1. Organization and Basis of Presentation

Organization

AvalonBay Communities, Inc. (the “Company,” whi@hr, unless the context otherwise requires, refefszalonBay Communities, Inc. together with itsisolidated
subsidiaries), is a Maryland corporation that Hasted to be taxed as a real estate investmen{(tREIT”) under the Code. The Company focusest@ndevelopment,
acquisition, ownership and operation of apartmentraunities in high barrier to entry markets of tha@ted States. These markets are located in the Begland, Metr
New York/New Jersey, M-Atlantic, Midwest, Pacific Northwest, and Northeand Southern California regions of the country.

At December 31, 2009, the Company owned or heldegtdbr indirect ownership interest in 165 opergtapartment communities containing 47,926 apartinemes in
ten states and the District of Columbia, of whiekien communities containing 2,615 apartment honegs wnder reconstruction. In addition, the Compamged or
held a direct or indirect ownership interest ineseeommunities under construction that are expdotedntain an aggregate of 2,438 apartment horhes wompleted.
The Company also owned or held a direct or indio@atership interest in rights to develop an addai®8 communities that, if developed as expeastdticontain an
estimated 7,180 apartment homes.

All capitalized terms have the meaning as providetthis Form 10-K.

Principles of Consolidatio

The accompanying Consolidated Financial Stateniealsde the accounts of the Company and its wholyed subsidiaries, certain joint venture partripssh
subsidiary partnerships structured as DownREITseaydvariable interest entities that qualified donsolidation. All significant intercompany balas@nd transactions
have been eliminated in consolidation.

The Company accounts for joint venture entities sufasidiary partnerships, including those structw® DownREITs, that are not variable interestiestin accordanc
with the guidance applicable to limited partnerstop similar entities. The Company evaluates thinpeship of each joint venture entity and deteesiwhether control
over the partnership lies with the general partmewhen the limited partners have certain righvihh the limited partners. The Company consolidatesnvestment
when both (i) the Company is the general parted, (@) the limited partner interests do not oveneothe Companyg’ presumption of control by having either substes
participating rights, the ability to remove the Gmany as the general partner or the ability to dvesthe partnership.

The Company generally uses the equity method wedtlether potential scenarios, including (i) whéte Company holds a general partner interest lsuptesumption
of control by the Company is overcome by the lighipartner interests as described in the precedinagpaph, and (ii) where the Company holds a lanitartner
interest in a joint venture. Investments in whick Company has little or no influence are accoufdaedsing the cost method.

In each of the partnerships structured as DownRHiflser the Company or one of the Company’s wholtyned subsidiaries is the general partner, ane #e one or
more limited partners whose interest in the pastmris represented by units of limited partnershiprest. For each DownREIT partnership, limitedtpers are entitle
to receive an initial distribution of current catdw before any distribution is made to the gengaaitner. Although the partnership agreementsdohf the
DownREITs are different, generally the distribusgrer unit paid to the holders of units of limitgattnership interests have approximated the Companyrent
common stock dividend per share. The holders dbugfilimited partnership interests have the righpresent all or some of their units for redempfior a cash amount
as determined by the applicable partnership agreeame based on the fair value of the Compsuegmmon stock. In lieu of cash redemption, the gamy may elect t
exchange such units for an
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equal number of shares of the Company’s commorksto®009, the Company redeemed 4,077 operatiitg for cash.

In conjunction with the acquisition and developmeiinvestments in unconsolidated entities, the amny may incur costs in excess of its equity inuhéerlying
assets. These costs are capitalized and depreoiatethe life of the underlying assets to the eixteat the Company expects to recover the costs.

In 2009, an unconsolidated joint venture in whioh €ompany holds an interest determined that ttenteeconomic downturn impacted the recoverahilitthe carryin
value of a long lived asset held as an investmfgttordingly, the joint venture recognized an impant loss. The Company recognized its proportioshsee of the
impairment loss of approximately $2,600 as a corepbof equity in income of unconsolidated entittesthe accompanying Consolidated Statements ofafipes and
Other Comprehensive Income. There were no impairiosees recognized by any of the Company’s investmin unconsolidated entities during the yeadeén
December 31, 2008 or 2007.

Revenue and Gain Recogniti

Rental income related to leases is recognized @camal basis when due from residents as regbirélde accounting guidance applicable to leaseghngrovides
guidance on classification and recognition. In adaoce with the Company’s standard lease termtlrpayments are generally due on a monthly bAsig.cash
concessions given at the inception of the leasamcatized over the approximate life of the lea#i®ich is generally one year.

The Company accounts for sales of real estatesaasdtthe related gain recognition in accordande tlve accounting guidance applicable to salesalfestate, which
establishes standards for recognition of profiathmeal estate sales transactions, other thail lata sales. The Company recognizes the saleaasdciated gain or loss
from the disposition, provided that the earningscpss is complete and the Company is not obligatperform significant activities after the sale.

Real Estate

Operating real estate assets are stated at cosbasidt of land, buildings and improvements, fum, fixtures and equipment, and other costs necuduring their
development, redevelopment and acquisition. Sicguifi expenditures which improve or extend thedffan asset are capitalized. Expenditures for reaarice and
repairs are charged to expense as incurred.

The Company'’s policy with respect to capital exptnds is generally to capitalize only non-recugrexpenditures. Improvements and upgrades areatiapd only if
the item exceeds $15, extends the useful life ®@Biset and is not related to making an apartnuené lieady for the next resident. Purchases of patgwoperty, such
as computers and furniture, are capitalized onflgdfitem is a new addition and exceeds $2.5. Tdrafany generally expenses purchases of personayanade for
replacement purposes.

Project costs related to the development, consbrueind redevelopment of real estate projectsydinb interest and related loan fees, propertysaxe other direct
costs) are capitalized as a cost of the projedirdnt project costs that relate to several prejece capitalized and allocated to the projectghich they relate. Indirect
costs not clearly related to development, condtrnand redevelopment activity are expensed asti@duFor development, capitalization (i) beginsewlthe Company
has determined that development of the future @sgebbable, (ii) can be suspended if there isuroent development activity underway, but futueselopment is
probable and (iii) ends when the asset, or a podfan asset, is delivered and is ready for tesnded use, or the Company’s intended use changbdizat
capitalization is no longer appropriate. For redemment efforts, the Company capitalizes costseeit) in advance of taking homes out of servicewhignificant
renovation of the common area has begun untilédevelopment is completed, or (ii) when an apartrheme is taken out of service for redevelopmerit thre
redevelopment is completed and the apartment hemaesilable for a new resident. Rental income gratating costs incurred during the initial leasesupost-
redevelopment lease-up period are recognized gsatteeue.
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The Company acquired as Development Rights eleagoh parcels improved with office buildings, indigtspace and other commercial and residentialurest
occupied by unrelated third parties. As of Decen®igr2009, the Company is pursuing developmenvwf 6f these parcels. For the seven parcels offlanghich the
Company does not intend to pursue developmenglrentenue from the incidental operations are rezagl as a component of rental and other incomethese land
parcels for which the Company intends to pursueld@ment, the Company will manage the current im@neents until such time as all tenant obligatioasehbeen
satisfied or eliminated through negotiation, andstnuction of new apartment communities is readyegin. Revenue from incidental operations recefveuh the
current improvements on the land parcels in exokagy incremental costs are being recorded adwction of total capitalized costs of the DevelopirRight and not
as part of net income.

In connection with the acquisition of an operatimgnmunity, the Company performs a valuation, aliogeto each asset and liability acquired in suahdaction its
estimated fair value at the date of acquisitiore Phrchase price allocations to tangible assets, asi land, buildings and improvements, and furajtfixtures and
equipment, are reflected in real estate assetslgmeciated over their estimated useful lives. paschase price allocation to intangible assetd) sisdn-place leases, is
included in prepaid expenses and other assetscctompanying Consolidated Balance Sheets andiaetbover the average remaining lease term oato@ired
leases. The fair value of acquired in-place le&sdstermined based on the estimated cost to reglach leases, including foregone rents duringsanraed re-lease
period, as well as the impact on projected cash @bacquired leases with leased rents above ombelrrent market rents. For acquisitions subsegioeDecember 31
2008, all costs incurred with these acquisitioni lvé expensed. Prior to January 1, 2009, thirdypaosts directly associated with the acquisiti@revcapitalized as part
of the purchase price.

Depreciation is calculated on buildings and improeats using the straight-line method over theimested useful lives, which range from seven tayhyears.
Furniture, fixtures and equipment are generallyréeipted using the straight-line method over thstimated useful lives, which range from three g¢primarily
computer-related equipment) to seven years.

Income Taxe

As of December 31, 2009, the Company did not hayeuarecognized tax benefits. The Company doebel@ve that there will be any material changeitsin
unrecognized tax positions over the next 12 morithe.Company is subject to examination by the respetaxing authorities for the tax years 200®tlyh 2008.

The Company elected to be taxed as a REIT undeCdde, as amended, for the year ended Decemb#&8384,and has not revoked such election. A corp&&id is a
legal entity which holds real estate interestsmodt meet a number of organizational and operdtiegairements, including a requirement that itrently distribute at
least 90% of its adjusted taxable income to stoltdrs. As a REIT, the Company generally will notsoiject to corporate level federal income taxaxable income if
it distributes 100% of the taxable income overttivee period allowed under the Code to its stockéddManagement believes that all such conditionghie avoidance
of income taxes have been or will be met for theops presented. Accordingly, no provision for fed@nd state income taxes has been made. If thgp&uoy fails to
qualify as a REIT in any taxable year, it will hébgect to federal income taxes at regular corpaes (including any applicable alternative minimtax) and may not
be able to qualify as a REIT for four subsequexaltée years. Even if the Company qualifies for texxaas a REIT, the Company may be subject to icestate and
local taxes on its income and property, and torfEddacome and excise taxes on its undistributedtike income. The Company incurred net charge$d$ $nd $3,200
for federal excise taxes as a component of geaedhhdministrative expense in the ConsolidateceStant of Operations and Other Comprehensive In@seeresult ¢
the excess income attributable to gains on asket §am the Company’s disposition activities dgr2009 and 2008, respectively. The Company didroetr any
related charges in 2007. For further discussiathefeal estate disposition activities, see Not&R@éal Estate Disposition Activities.” In additiorgxable income from
non-REIT activities performed through taxable REUbsidiaries is subject to federal, state and lomcaime taxes.

The following reconciles net income attributabletonmon stockholders to taxable net income foytaes ended December 31, 2009, 2008 and 2007 (edud
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2009 2008 2007

Estimate Actual Actual

Net income attributable to common stockholc $ 155,64 $ 401,03: $ 349,46(
Dividends attributable to preferred stock, not deiile for tax — 7,22¢ 8,70(
GAAP gain on sale of communities less than tax 20,41( 62,54( 12,24
Depreciation/Amortization timing differences onlrestate 10,757 (18,997 (88,329
Tax compensation expense less than (in excessAARC 13,51: 10,13: (24,239
Impairment los: 19,037 50,10( —
Other adjustment 10,48¢ 1,94: 17,91¢
Taxable net incom $ 229,85 $ 513,97¢ $ 275,75:

The following summarizes the tax components of@benpany’s common and preferred dividends declasethe years ended December 31, 2009, 2008 and 2007
(unaudited):

2009 2008 2007
Ordinary income 69% 16% 35%
15% capital gail 21% 6C% 54%
Unrecaptured 81250 ga 1C% 24% 11%

Deferred Financing Cost

Deferred financing costs include fees and otheepdjiures necessary to obtain debt financing aecanortized on a straight-line basis, which appnatées the
effective interest method, over the shorter oftéren of the loan or the related credit enhancerfzility, if applicable. Unamortized financing cesire charged to
earnings when debt is retired before the matuaty dThe Company recognized a charge of approxiyngte000 as a component of (gain) loss on extisiguient of
debt, net in 2009. Amounts recognized in earningi08 and 2007 were not significant. Accumulatedization of deferred financing costs was $19,880
December 31, 2009 and $24,264 at December 31, 2008.

Cash, Cash Equivalents and Cash in Escrow

Cash and cash equivalents include all cash anitlliguestments with an original maturity of threemths or less from the date acquired. Cash in escomsists
primarily of construction financing proceeds theg eestricted for use in the construction of a mecommunity. The majority of the Company’s cashsh equivalents
and cash in escrows are held at major commerciddsha

Interest Rate Contrac

The Company utilizes derivative financial instrurteeto manage interest rate risk. As of Decembeg89, the Company had approximately $59,306 irabte rate
debt subject to cash flow hedges and $300,00xkefdl fiate debt subject to fair value hedges; ancd28@las of December 31, 2008 subject to cash fledgés.
Excluding debt on communities classified as hetdstde, the Company did not apply hedge accourftingn additional $110,275 in variable rate debiclvlis subject t
interest rate caps as of December 31, 2009. SeeS\¢Derivative Instruments and Hedging Activitielr further discussion of derivative financialstruments.
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Comprehensive Income

Comprehensive income, as reflected on the Congetidatatements of Operations and Other Compreheistome, is defined as all changes in equity dueiach
period except for those resulting from investmdayt®r distributions to shareholders. Accumulatdgeotomprehensive loss, as reflected on the Catadell Statements
of Stockholders’ Equity, reflects the effective fiom of the cumulative changes in the fair valuelefivatives in qualifying cash flow hedge relasbips.

Earnings per Common Sha

Basic earnings per share is computed by dividingne®me attributable to common stockholders byileeghted average number of shares outstandingglthie
period. All outstanding unvested restricted shavards contain rights to non-forfeitable dividendsl @articipate in undistributed earnings with comnsbareholders
and, accordingly, are considered participating sées that are included in the two-class methodarhputing basic EPS. All historical periods présdrhave been
restated to reflect the impact of including papitting securities in the basic earnings per shalmilation. Both the unvested restricted sharesodimer potentially
dilutive common shares, and the related impachtaiegs, are considered when calculating earniegsipare on a diluted basis. The Company’s earmiegsommon
share are determined as follows:

For the year ended

12-31-09 12-31-08 12-31-07

Basic and diluted shares outstanc
Weighted average common sha— basic 79,951,34 76,783,51 78,680,04
Weighted average DownREIT units outstanc 16,49( 59,88¢ 105,85¢
Effect of dilutive securitie 631,81¢ 735,45: 1,071,02!
Weighted average common sha— diluted 80,599,65 77,578,85 79,856,92
Calculation of Earnings per She— basic
Net income attributable to common stockholc $ 155,64 $ 401,03 $ 349,46(
Net income allocated to unvested restricted st $ (48¢) $ (1,319 $ (1,144
Net income attributable to common stockholders,stéid $ 155,16: $ 399,72 $ 348,31t
Weighted average common sha— basic 79,951,34 76,783,51 78,680,04
Earnings per common she— basic $ 1.94 $ 5.21 $ 4.4
Calculation of Earnings per She— diluted
Net income attributable to common stockholc $ 155,64 $ 401,03 $ 349,46(
Add: noncontrolling interests of DownREIT unithoidén

consolidated partnerships, including discontinugérations 66 21€ 28C
Adjusted net income available to common stockhal $ 155,71 $ 401,24¢ $ 349,74
Weighted average common sha— diluted 80,599,65 77,578,85 79,856,92
Earnings per common she— diluted $ 1.92 $ 5.17 $ 4.3¢

Certain options to purchase shares of common stoitle amounts of 1,990,064 and 1,534,784 werdandgg at December 31, 2009 and 2008, respectibatywere
not included in the computation of diluted earnipgs share because such options are anti-dilutive.

Stock-Based Compensation

The Company estimates the forfeiture of stock otiand recognizes compensation cost net of theastil forfeitures. The estimated forfeitures ineldich
compensation cost are adjusted to reflect actutdifores at the end of the vesting period. Théefture rate at December 31, 2009 was 1.7%. Thécappn of
estimated forfeitures did not materially impact gemsation expense for the years ended Decemb208%2, 2008 or 2007.

Abandoned Pursuit Costs and Impairment of L-Lived Assets
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The Company evaluates its real estate and othgrlieed assets for impairment when potential inthicsof impairment exist. Such assets are statedstf less
accumulated depreciation and amortization, unkssarrying amount of the asset is not recoverdibdeents or circumstances indicate that the égagrgmount of a
property may not be recoverable, the Company asséssrecoverability by comparing the carrying amtoof the property to its estimated undiscountedre cash
flows. If the carrying amount exceeds the aggregatiscounted future cash flows, the Company reeegran impairment loss to the extent the carrgimgunt
exceeds the estimated fair value of the properagell on periodic tests of recoverability of longd assets, for the years ended December 31, 2008,and 2007, the
Company did not record any impairment losses foollytowned operating real estate assets.

The Company capitalizes pre-development costsiiedun pursuit of new development opportunitiesvitnich the Company currently believes future depelent is
probable. Future development of these Developmaitt®is dependent upon various factors, includioging and regulatory approval, rental market ctoi,
construction costs and the availability of capitaitial pre-development costs incurred for pursdidr which future development is not yet considgyebable are
expensed as incurred. In addition, if the status DEBvelopment Right changes, making future devetoy by the Company no longer probable, any captlpre-
development costs are written off with a chargexpense. The Company expensed costs related tda@ethpursuits, which includes the abandonmentesepment
Rights and disposition pursuits, in the amount$5842 in 2009, $12,511 in 2008 and $6,974 in 200@se costs are included in operating expensekiding propert
taxes on the accompanying Consolidated Stateméfiperations and Other Comprehensive Income. Abaedi@ursuit costs can vary greatly, and the costsiied in
any given period may be significantly differenffiture years.

During 2009 the Company concluded that the econaioventurn and the related decline in employmengledid not support the development and constmuaifo
certain new apartment communities that were presijoim planning. This resulted in the recognitidrimpairment charges of $20,302 related to the inmpent of two
land parcels which the Company does not currentinid to develop. The Company looked to thgedity pricing estimates to determine the fair valagthe land parce
considered to be impaired. Given the heterogeneatse of multifamily real estate, the third pargjues incorporated significant other unobservaipets and are
therefore considered to be Level 3 prices in tirevidlue hierarchy. In addition, in 2009 the Compagcognized a further impairment charge of $85@ dend parcel
that was previously impaired in the fourth quade2008. The additional charge is to reduce thd leemsis to the Company’s estimated selling priss &®sts to dispose.
In 2008, the Company incurred charges of $57,88¢h®impairment of land parcels for which the Campdoes not currently intend to develop. The Caompaoked
to a combination of internal models and third-pamtiging estimates to determine the fair valueshese land parcels at December 31, 2008. Consglgre Company’s
knowledge of multifamily residential developmethte tfair values of the land parcels that are zopnednultifamily residential development were genedatising an
internal model, and the land parcels zoned forrqtlheposes were valued using third-party estimatéair value. For the internally generated failues, the Company
used a discounted cash flow analysis on the expeetgh flows for a multifamily residential rentainemunity.

Assets Held for Sale & Discontinued Operati

The Company presents the assets and liabilitiesptommunities which have been sold, or othergissify as held for sale, separately in the Coustéd Balance
Sheets. In addition, the results of operationgHfose assets that meet the definition of discortinoperations are presented as such in the Congp@oyisolidated
Statements of Operations and Other Comprehensieerie. Held for sale and discontinued operationssifiaations are provided in both the current aridrgperiods
presented. Real estate assets held for sale asuradat the lower of the carrying amount or tlieviaue less the cost to sell. Both the real estasets and
corresponding liabilities are presented separateilye accompanying Consolidated Balance Sheebsesuent to classification of an asset as helddta, no further
depreciation is recorded. For those assets qualiffor classification as discontinued operatiopgcsfic components of net income presented as disuged operations
include net operating income, minority interestenge, depreciation expense and interest experts&ongeriods prior to the asset qualifying fasaintinued
operations, the Company reclassifies the resultgefations to discontinued operations. In addjtiba net gain or loss (including any impairmerssjoon the eventual
disposal of assets held for sale will be preseatediscontinued operations when recognized. A ahangresentation for held for sale or discontinapdrations will no
have any impact on the Company’s financial condito results of operations. The Company combine®{ferating, investing and financing portions affrciows
attributable to discontinued operations with threpetive cash flows from continuing operationstenaccompanying Consolidated Statements of CastsFithe
Company had three assets

F-13




that qualified for held for sale presentation at&aber 31, 2009.

Redeemable Noncontrolling Intere

Redeemable noncontrolling interests are compris@dtential future obligations of the Company, whallow the investors holding the noncontrollingeirest to requir
the Company to purchase their interest. The Compkasgifies obligations under the redeemable nanalting interests at fair value, with a correspogdoffset for
changes in the fair value recorded in accumulasedirgs less dividends. Reductions in fair valieracorded only to the extent that the Companyphagously
recorded increases in fair value above the redelemancontrolling interest's initial basis. The eednable noncontrolling interests are presenteddeut$ permanent
equity as settlement in the Company’s common shafesre permitted, may not be within the Compaigstrol. In accordance with the accounting guidatioe
Company has applied the presentation and discloegrerements for noncontrolling interests to &lfipds presented on a retrospective basis. Theenatu valuation
of the Company’s redeemable noncontrolling interesé discussed further in Note 11, “Fair Value.”

Use of Estimates

The preparation of financial statements in conftymiith GAAP requires management to make certaiimages and assumptions. These estimates and assosnp
affect the reported amounts of assets and liasliéind disclosure of contingent assets and ligsilét the dates of the financial statements amdepported amounts of
revenue and expenses during the reporting perfartsal results could differ from those estimates.

Reclassification

Certain reclassifications have been made to amauqsor years’ financial statements to confornttorent year presentations.

Recently Adopted Accounting Stande

In April 2009, the Financial Accounting StandardsaBd (“FASB”) issued guidance on determining faitue when the volume and level of activity for #sset or
liability have significantly decreased, and fornti§ing transactions that are not orderly for ppsps of determining fair value. This guidance fisithe methodology
used to determine fair value when there is no actiarket or where the price inputs being used septadistressed sales. It also reaffirms the abgof fair value
measurement, as previously stated by the FASB,hikito reflect how much an asset would be soldrf@an orderly transaction. This pronouncement edsdfirms the
need to use judgment to determine if a formerlyvaanharket has become inactive, as well as to oéter fair values when markets have become inactire.Company
adopted this on a prospective basis. The adoptibnat have a material impact on the Company’srfaia@ position or results of operations.

In May 2009, the FASB issued guidance on subseguemtts. This guidance defines subsequent eveetgeass or transactions that occur after the balaheet date
but before financial statements are issued or aiailto be issued. The requirements for disclosifgsequent events remain unchanged from the peexgéguirements.
However, the guidance contains an additional requémt that companies must disclose the date thnegih subsequent events have been evaluated amdtibnale
for selecting that date. The adoption of this gn@adid not impact the Company'’s financial positiwnesults of operations. See Note 14, “Subsedtesaits.”

In June 2009, the FASB issued FASB Accounting StedelCodification (the “Codification”) which estalled the Codification as the sole source of aittdtoe
GAAP. The adoption of the Codification did not ingpéhe Company’s financial position or results pemtions. Based on the Company’s adoption of thdification,
all references to U.S. GAAP have been removed epldced with plain English explanations.

Recently Issued Accounting Stande

In June 2009, the FASB issued guidance to sigmfigamend the consolidation guidance applicableatiable interest entities (“VIES”). The consolida model was
modified to one based on control and economicsreplidces the current quantitative primary benaficanalysis with a qualitative analysis. The pryrizeneficiary of
a VIE will be the entity that has (i) the powerdioect the activities of the VIE that most sign#fitly impact the
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VIE’s economic performance and (ii) the obligatiorabsorb losses or receive benefits that couldntiatly be significant to the VIE. If multiple uelated parties share
such power, as defined, no party will be requieddnsolidate the VIE. Further, the guidance rexpugontinual reconsideration of the primary bermefycof a VIE and
adds an additional reconsideration event for detetion of whether an entity is a VIE. The amendtsettso require expanded disclosures related ta Milich are
largely consistent with the disclosure frameworkrently applied by the Company. The new guidanafictive January 1, 2010 for the Company. The Qamy is
evaluating the impact of the new guidance on the@my’s financial position and results of operagion

In August 2009, the FASB issued guidance on Meaguriabilities at Fair Value to clarify the measoment of liabilities at fair value. When a quotedtprin an active
market for the identical liability is not availabkae fair value of a liability is required to beeasured using one or more of the listed valuagehriques that should
maximize the use of relevant observable inputsraimiimize the use of unobservable inputs. In addjttbe guidance clarifies that when estimatingfétirevalue of a
liability an entity is not required to include gpseate input or adjustment to other inputs relatinthe existence of a restriction that prevengstthnsfer of the liability,
and clarifies how the price of a traded debt ségstould be considered in estimating the fair gafia liability. The adoption of this did not inggahe Company’s
financial position or results of operations.

2. Interest Capitalized

The Company capitalizes interest during the devatat and redevelopment of real estate assets.aliapit interest associated with the Company’s agpraknt or
redevelopment activities totaled $48,226 for 24,621 for 2008 and $73,118 for 2007.

3. Notes Payable, Unsecured Notes and Credit Bacili

The Company’s mortgage notes payable, unsecured aotd Credit Facility, as defined below, as ofddelger 31, 2009 and December 31, 2008 are summéréted.
The following amounts and discussion do not incltidemortgage notes related to the communitiesi€led as held for sale, if any, as of December2809 and 2008,
as shown in the Consolidated Balance Sheets (seeM™tReal Estate Disposition Activities”).

12-31-09 12-31-08

Fixed rate unsecured notes $1,358,25 $1,672,96!
Variable rate unsecured notes 299,77: 330,00(
Fixed rate mortgage notes paya— conventional and teexempt 1,632,60! 901,18:
Variable rate mortgage notes paye— conventional and texempt 684,23t 646,31:
Total notes payable and unsecured n 3,974,87. 3,550,45
Variable rate unsecured credit facil — 124,00(
Total mortgage notes payable, unsecured notes egdit Eacility $3,974,87. $3,674,45

(1) Balances at December 31, 2009 and December 31,i2608e $2,220 and $2,035 of debt disco
(2) Balance at December 31, 2009 includes $228 bagistatents resulting from qualifying fair value haugrelationships

The following debt activity occurred during the yeaded December 31, 2009:

¢ InJanuary 2009, the Company made a cash tenderfoffany and all of its 7.5% unsecured notesAlugust 2009 and December 2010. The Comy
purchased $37,438 principal amount of its $150,00% unsecured notes due August 2009 at par.ditieni the Company purchased $64,423 principal
amount of its $200,000, 7.5% unsecured notes daerDieer 2010 at 98% of par, for approximately $68,18presenting a yield to maturity of 8.66%. The
Company recorded a gain of approximately $1,062ohthe write-off of related deferred financingst® during the first quarter of 2009 in conjunctwith
the purchase of the unsecured notes due Decemb@ra®0a gain on extinguishment of debt, net. Athefnotes purchased in the tender offer were diadc

. In April 2009, the Company completed a 5.86%dixate, pooled secured financing transaction fgregate borrowing of $741,140. The financing cdesi$
fourteen separate mortgage loans each witt-year term. Each loan provides for payment of irieoaly during the first and second years of thaen
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term, with payment of principal and interfsised on a 30 year amortization schedule) thereafid the remaining principal amount and any uhjaéerest
due at maturity on the tenth annivers:

* In April 2009, the Company repaid the $4,143 ppati 8.08% fixed rate loan secured by a real estsdet formerly classified as a Development k
pursuant to its scheduled maturi

e In May 2009, the Company repaid $105,600 in umsstdebt, representing the first tranche of i8300 unsecured variable rate term loan (the “Term
Loar”), pursuant to its schedule maturi

¢ In May 2009, the Company repaid $19,470 in variaéte secured debt pursuant to its scheduled mat

* In May 2009, the Company obtained $93,440 in véeiahte ta-exempt bond financing related to a Development Ritjie proceeds of which will be held
escrow until requisitioned for construction fundifidnis loan provides an option for the Companyeiuest an additional construction loan of up to, 583
subject to the lend’s discretion

e In August 2009, the Company repaid $102,562 iniptesly issued 7.5% unsecured notes, along withuspaid interest, pursuant to their scheduled migtt

¢ In August 2009, the Company repaid $112,200 in cunsel debt, representing the second tranche ®&its Loan, prior to its scheduled maturity
January 201(

*  In September 2009, the Company issued a to®5@d,000 unsecured notes in a public offering uitdexxisting shelf registration statement. Theioffg
consisted of two separate $250,000 tranches wiglctdfe interest rates of 5.82% and 6.19%, matuiringarch 2017 and March 2020, respectiv:

¢ In October 2009, the Company settled a cash tesféer, purchasing the following unsecured no
e $46,001 principal amount of the Comp’s $200,000 7.5% unsecured notes due December 2@l@eghted average price of 107.50% of |
e $150,000 principal amount of the Comp’s $300,000 6.625% unsecured notes due Septembkrf@lweighted average price of 109.00% of
e $55,600 principal amount of the Comp’'s $250,000 5.5% unsecured notes due January 2@l ®eighted average price of 106.25% of par;
e $48,399 principal amount of the Comp’s $250,000 6.125% unsecured notes due Novembera2@l®eighted average price of 108.75% of

¢ In October 2009, the Company repurchased $10,1i@6ipal amount of the Compa’s 6.625% unsecured notes due September 2011 aglateceaverag
price of 107.0% of pa

«  The Company recorded a charge for the purchaseipm as well as certain deferred issuance costtedeto the $300,000 cash tender offer and aaditio
$10,100 unsecured notes repurchase activity abioappsoximately $26,000 in (gain) loss on extingmient of debt, ne

¢ In October 2009, the Company repaid the final $20@ tranche of its Term Loan, in advance of itesieted maturity of January 201
¢ In December 2009 the Company repaid $33,615 irakleirate secured debt pursuant to its scheduléatitya

In the aggregate, secured notes payable matuegiatis dates from October 2010 through July 2066,aae secured by certain apartment communitiesrapiebvec
land parcels (with a net carrying value of $2,388,as of December 31, 2009). As of December 319 20@ Company has guaranteed approximately $52 @76
mortgage notes payable held by wholly owned sulse&s; all such mortgage notes payable are comgetidor financial reporting purposes. The weiglaeerage
interest rate of the Company’s fixed rate mortgagges payable (conventional and tax-exempt) we¥ %0d 5.7% at December 31, 2009 and December 88, 20
respectively. The weighted average interest ratbefCompanys variable rate mortgage notes payable, includiegetfect of certain financing related fees, w84
at December 31, 2009. The weighted average intexgsbf the Company'’s variable rate mortgage npégsble, Term Loan, and Credit Facility includthg effect
of certain financing fees was 2.9% at Decembe2808.

Scheduled payments and maturities of mortgage mpatgsble and unsecured notes outstanding at Dec&dhp2009 are as follows:
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Stated
Unsecure( interest rate

Secured note Secured note notes of unsecure«
Year payment:() maturities maturities notes
2010 6,097 29,381 14,57¢ 7.50(%
75,00( 7.032%(2)
2011 12,08’ 36,61( 39,90( 6.62:%
150,00( 5.66296(2)
2012 14,56( 120,60: 201,60: 6.125%
104,40( 5.50(%
75,00( 4.35:9%(2)
2013 15,43t 264,69 100,00t 4.95(%
2014 16,36: 33,10( 150,00( 5.37%
2015 15,35¢ 365,13( — —
2016 16,27( — 250,00( 5.75(%
2017 17,24« 18,30( 250,00( 5.70(%
2018 18,27¢ — — —
2019 3,391 699,52¢ — —
Thereaftel 115,72. 498,68:¢ 250,00( 6.10(%
$ 250,80: $2,066,04 $1,660,47

(1) Secured note payments are comprised of the pringgyadowns for amortizing mortgage not
(2) The weighted average interest rate for the swappsdcured notes as of December 31, 2

The Company'’s unsecured notes are redeemable aptian, in whole or in part, at a redemption pricpial to the greater of (i) 2100% of their prin¢igaount or

(i) the sum of the present value of the remairgogeduled payments of principal and interest distzmbiat a rate equal to the yield on U.S. Treasecyrities with a
comparable maturity plus a spread between 25 afxhdiS points depending on the specific unsecuségl plus accrued and unpaid interest to the redlemgate. The
indenture under which the Company’s unsecured ne¢es issued contains restrictions on incurringt éeldl using our assets as security in other fimgncansactions
and other customary financial and other covenavith, which the Company was in compliance at Decem3fie 2009.

The Company has a variable rate Credit Facilithemamount of $1,000,000 with a syndicate of coneiaébanks, to whom the Company pays an annudltfafge of
approximately $1,250. The Company did not haveangunts outstanding under the Credit Facility a4, $05 outstanding in letters of credit as of Deloen81, 200¢
At December 31, 2008, there was $124,000 outstgndider the Credit Facility and $45,976 outstandlinigtters of credit. The Credit Facility bearteirest at varying
levels based on LIBOR, rating levels achieved @@bmpany’s unsecured notes and on a maturity shedlected by the Company. The current statethgris
LIBOR plus 0.40% per annum (0.63% at December BQ9P The stated spread over LIBOR can vary froBQR plus 0.325% to LIBOR plus 1.00% based on the
Company'’s credit ratings. In addition, the CredithHity includes a competitive bid option, whicliocals banks that are part of the lender consortioinid to make loans
to the Company at a rate that is lower than thiedtate provided by the Credit Facility for upgp860,000. The competitive bid option may resulbimer pricing than
the stated rate if market conditions allow. The @any did not have any amounts outstanding undgictimpetitive bid option as of December 31, 200f%: Tredit
Facility matures in November 2011, assuming exerofsa one-year renewal option by the Company.

The Company was in compliance at December 31, 20®Ocertain customary financial and other covesamtder the Credit Facility and the Company’s unsszgt
notes.
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4. StockholdersEquity

As of December 31, 2009 and 2008, the Company h#beazed for issuance 140,000,000 shares of constamk and 50,000,000 shares of preferred stock. In
October 2008, the Company redeemed all 4,000,08Qa0uling shares of Series H Cumulative Redeeniiblerred Stock, including accrued but unpaid dinits, for
$100,701. The average dividend for all non-redeepreterred shares was $1.81 per share in 2008 248 $er share in 2007.

During the year ended December 31, 2009, the Coynpan
() issued 1,504,901 shares of common stock throughcpferings;
(i) issued 115,675 shares of common stock in connegtiitnstock options exercise
(iii) issued 2,624,641 shares in connection with theldivd declared in December 20
(iv) issued 11,172 common shares through the Con’s dividend reinvestment pla
(v) issued 169,851 common shares in connection witk giants
(vi) issued 16,971 common shares through the Con's employee stock purchase pl
(vii) withheld 33,186 common shares to satisfy emplc’ tax withholding and other liabilities; a
(viii) had 1,031 shares of restricted common stock fede

In addition, the Company granted 344,801 optiongfmnmon stock to employees. Any deferred compansatlated to the Comparg/stock option and restricted stc
grants during 2009 is not reflected on the Compa@dnsolidated Balance Sheet as of December 39, 200 will not be reflected until earned as conspéon cost.

Dividends per common share were $3.57 for the gaded December 31, 2009, and $5.3775 for the yeldeDecember 31, 2008. Dividends per common sbare
December 31, 2008 included a special dividend dedlan December 2008, of $1.8075 per share (the¢@pDividend”) in conjunction with the fourth quer 2008
regular dividend of $0.8925 per share. The Spé&ridtlend was declared to distribute a portion @& #xcess income attributable to gains on asset fala the
Company'’s disposition activities during 2008. TheeS8al Dividend was declared to qualify for theidends paid deduction for tax purposes and to mia@roorporate
level income taxes for 2008 and reduce federalsexizixes.

In August 2009, the Company commenced the CEP rumkieh the Company may sell up to $400,000 of@simon stock until August 2012. The Company maly sel
common stock in amounts and at times to be detexdry the Company. Actual sales will depend onreéewaof factors to be determined by the Compangiuding
market conditions, the trading price of the Compsiepmmon stock and determinations by the Compélgeoappropriate sources of funding for the Conypam
conjunction with the CEP, the Company engaged sajests who received compensation of 1.5% of tbesgsales price per share for the common stock Baildhg the
three months ended December 31, 2009, the Commdeh3 8,900 shares under this program at an avesags price of $74.34 per share, for net procekfig,@75. For

the year ended December 31, 2009, the Companylgedd,901 shares under this program at an aveedge jgrice of $69.56 per share, resulting in netgeds of
$103,109.
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5. Derivative Instruments and Hedging Activities

The Company enters into interest rate swap andeistteate cap agreements (collectively, the “Hegl@erivatives”) for interest rate risk managemeamtposes and in
conjunction with certain variable rate secured delsiatisfy lender requirements. The Company doégmter into derivative transactions for tradimgther speculative
purposes. The following table summarizes the cauasteld Hedging Derivatives at December 31, 2008lueting derivatives executed to hedge debt on conities
classified as held for sale (dollars in thousands):

Non-designate Fair Value
Hedges Cash Flow Hedge Hedges
Interest Interest Interest Interest
Rate Cap: Rate Cap: Rate Swar Rate Swap
Notional balanct $ 109,84 $ 15,74: $ 43,43t $300,00(
Weighted average interest rate 1.5% 1.7% 6.5% 5.4%
Weighted average capped interest 6.5% 6.C% n/e n/e
Earliest maturity dat Apr-11 Jur-12 Jur-1C Dec-10
Latest maturity dat Mar-14 Jur-12 Jur-1C Jar-12
Estimated fair value, asset/(liabilit $ 12¢ $ 24 $ (900) $  (22¢)

(1) Forinterest rate caps, this represents the welghterage interest rate on the di

In October 2009, the Company executed $300,00@maitamount of interest rate swaps to convert $8principal amount of the Company’s fixed ratsegured
notes with a weighted average maturity of approtaiyatwo years to effective floating rate instrurteeat a weighted average rate of three month LIBQR 5.42%.
The Company designated the interest rate swapsrasafue hedges of the unsecured notes.

Excluding derivatives executed to hedge debt onnsonities classified as held for sale, the Compaat/three derivatives designated as cash flow heflges
derivatives designated as fair value hedges aeddérivatives not designated as hedges at Dece3tb2009. Fair value changes for derivatives thanat in
qualifying hedge relationships are reported asmapmment of general and administrative expenseb@adcompanying Consolidated Statements of Opesasind Othe
Comprehensive Income. Fair value changes for diresanot in qualifying hedge relationships for fb# year ended December 31, 2009, were not naltdfor the
derivative positions that the Company has deterchinaalify as effective cash flow hedges, the Cornggaas recorded the effective portion of cumulatiianges in the
fair value of the Hedging Derivatives in other casiensive income. Amounts recorded in other congoreiie income will be reclassified into earningshie periods i
which earnings are affected by the hedged cash flavadjust the Hedging Derivatives in qualifyiresh flow hedges to their fair value and recogrfieeimpact of
hedge accounting, the Company recorded an increagher comprehensive income of $1,865, $434 @iB$luring the years ended December 31, 2009, 2008
2007, respectively. The amount reclassified intmiggs in 2009, as well as the estimated amoutided in accumulated other comprehensive inconw as
December 31, 2009, expected to be reclassifiedeiatnings within the next twelve months to offéet variability of cash flows of the hedged itemsiniy this period
are not material. For the derivative positions thatCompany has determined qualify as effectiievilue hedges, the Company has recorded thealmeg at fair
value as a component of accrued expenses andliathiéties, with the associated gain or loss agdjustment to the carrying amount of the corredpandebt being
hedged on the accompanying Consolidated BalancetShe

The Company assesses, both at inception and on-gning basis, the effectiveness of qualifying clel and fair value hedges. Hedge ineffectivenessorted as a
component of general and administrative expenses)al have a material impact on earnings of then@any for any prior period, and the Company do¢sntcipate
that it will have a material effect in the futuiiéhe fair values of the Hedging Derivatives and designated derivatives are included in accruedresgeeand other
liabilities on the accompanying Consolidated BataBbeets.

Derivative financial instruments expose the Compiangredit risk in the event of nonperformance iy tounterparties under the terms of the Hedging/Bt@ves. The
Company minimizes its credit risk on these transastby dealing with major, creditworthy financiastitutions which have an A+ or better creditmgtby the Standard
& Poor’s Ratings Group. As part of its on-going ttohprocedures, the Company monitors the credit
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ratings of counterparties and the exposure of tragainy to any single entity, thus minimizing credik concentration. Because of our counterpartiesdit rating and
that our derivative transactions are a net ligbdss of December 31, 2009, the Company believekkitlehood of realizing losses from counterpartynpperformance is
remote. The Company incorporates credit valuatdyasiments to appropriately reflect both its owmperformance risk and the respective counterparty’s
nonperformance risk in the fair value measuremehits derivative financial instruments. Refer totll 11, “Fair Value Measurements,” for further dission.

6. Investments in Real Estate Entities

The Company accounts for its investments in undateted real estate entities under the equity ntetifaccounting, except as otherwise noted belswvdiscussed in
Note 1,“Organization and Basis of Presentation,” un@enciples of Consolidation

As of December 31, 2009, the Company had invessriarthe following real estate entities:

¢ CVP I, LLC— In February 2004, the Company entered into & j@nture agreement with an unrelated third-pastyttie development of Avalon Chrystie
Place, a 361 apartment-home community located i Xerk, New York, for which construction was comjglé in late 2005. The Company has contributed
$6,270 to this joint venture and holds a 20% edquitgrest (with a right to 50% of distributionsexflachievement of a threshold return, which waseaeld in
2009). The Company is the managing member of CVRC, however, property management services attéimemunity are performed by an unrelated third
party.
As of December 31, 2009, CVP I, LLC has outstandéx-exempt, variable rate bonds maturing in Novemb®&620 the amount of $117,000, which h:
permanent credit enhancement. The Company hastgreeiarantee, under limited circumstances, thayment to the credit enhancer of any advances it
may make in fulfillment of CVP |, LLC’s repaymenbligations under the bonddhe Company has also guaranteed to the credit eah#mat CVP I, LLC
will obtain a final certificate of occupancy foretiproject (Chrystie Place in New York City), whishexpected in 2010. Our 80% partner in this venhas
agreed that it will reimburse us its pro rata stadreny amounts paid relative to these guarantbeédations. The estimated fair value of and ouigstion
under these guarantees, both at inception and Bsagmber 31, 2009, were not significant. As altéba Company has not recorded any obligation@atex
with these guarantees at December 31, 2

¢ MVP I, LLC— In December 2004, the Company entered into a ya@nture agreement with an unrelated t-party for the development of Avalon at Missi
Bay North Il. Construction for Avalon at Mission B&lorth Il, a 313 apartment-home community locate8an Francisco, California, was completed in
December 2006. The Company has contributed $6@88< venture and holds a 25% equity interest. Company is responsible for the day-to-day
operations of the community and is the managenganitasubject to the terms of a management agreeindbecember 2007, MVP |, LLC executed a seven-
year, fixed rate conventional loan, which is sedurg the underlying real estate assets of the camtgnfor $105,000. The loan is a fixed rate, ingtrenly
note bearing interest at 6.02%, maturing in Decer@b&5. The Company has not guaranteed the déWvéf |, LLC, nor does the Company have any
obligation to fund this debt should MVP I, LLC beable to do sc

¢ Avalon Del Rey Apartments, LI— In March 2004, the Company entered into an ages¢mvith an unrelated third party which providedtftupon
construction completion, Avalon Del Rey would bened and operated by a joint venture between thep@oynand the third party. Avalon Del Rey is a 309
apartment-home community located in Los Angelesif@@aia that was developed by the Company, withstouction completed during the third quarter of
2006. During the fourth quarter of 2006, the thpaity venture partner invested $49,000 and wageplaan 70% ownership interest in the venture, Wit t
Company retaining a 30% equity interest. The Compamtinues to be responsible for the day-to-dagrations of the community and is the management
agent subject to the terms of a management agree

Avalon Del Rey Apartments, LLC has a loanused by the underlying real estate assets of thremamity for $45,943 maturing in April 2016. The izdnle
rate loan had an interest rate of 3.69% at Deceiby
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2009 The Company has not guaranteed the debt of AvagRBy Apartments, LLC, nor does the Company hayeobligation to fund this debt should
Avalon Del Rey Apartments, LLC be unable to do

Aria at Hathorne Hill, LLC— In the second quarter of 2007, a wholly owneéldex REIT subsidiary of the Company entered inthla@ agreement with a
joint venture partner to develop 64-sale town homes with a total capital cost of $23,% Danvers, Massachusetts on an out parcel emj&@ our Avalon
Danvers rental apartment community. Approximatél92of the homes have been built and sold, withréhgaining homes to be developed during 2010 and
2011. The out parcel was zoned for for-sale agtidhd was contributed to the LLC by a subsididrthe Company in exchange for a 50% ownership @ster
The LLC has three separate variable rate loansaggnegate borrowings of $2,432 and a weightedageeinterest rate of 4.19% at December 31, 2008. Th
Company has not guaranteed the debt of Aria atdfia¢h nor does the Company have any obligationnd this debt should Aria at Hathorne be unabléoto
Sso.

Arna Valley View LF— In connection with the municipal approval prockEsshe development of a consolidated communitg, Company agreed to

participate in the formation of a limited partnepsim February 1999 to develop, finance, own anerage Arna Valley View, a 101 apartment-home
community located in Arlington, Virginia. This conumity has affordable rents for 100% of apartmemhés related to the tax-exempt bond financing ard ta
credits used to finance construction of the commyuii subsidiary of the Company is the generalnerbf the partnership with a 0.01% ownership eger

The Company is responsible for the day-to-day djwers. of the community and is the management agdject to the terms of a management agreement. As
of December 31, 2009, Arna Valley View has $5,520aviable rate, taxexempt bonds outstanding, which mature in June .2032ddition, Arna Valley Viev
has $5,121 of 4% fixed rate county bonds outstanttiat mature in December 2030. Arna Valley Viedébt is neither guaranteed by, nor recourse, to the
Company. Due to the Company’s limited ownershithia venture and the terms of the management agmteragarding the rights of the limited partnetrss i
accounted for using the cost meth

Juanita Construction, In— In April 2004, a taxable REIT subsidiary of the Gmmny entered into an agreement to develop Avaldunaita Village, a 21
apartment-home community located in Kirkland, Waglon, for which construction was completed in @®65. Avalon at Juanita Village was developed
through Juanita Construction, Inc., a wholly owteedable REIT subsidiary and was sold to a jointtvemnin the first quarter of 2006, at which poihig
subsidiary was reimbursed for all the costs of traeton and retained a promoted interest in tisedreal profits of the joint venture. The third-pajoint
venture partner received a 100% equity interetiénjoint venture and will control the joint verguiThe Company was engaged to manage the comnianity
a property management fee. This community is uraateted for financial reporting purposes effectivigh the sale to the joint ventut

Fund I— In March 2005, the Company admitted outside itarssinto Fund |, a private, discretionary investineshicle, which acquired and operates
communities in the Company’s markets. Fund | seagethe principal vehicle through which the Compaoguired investments in apartment communities,
subject to certain exceptions until March 2008.d~uhas nine institutional investors, including thempany, and a combined equity capital investroént
$330,000. A significant portion of the investmemtade in Fund | by its investors were made througalénBay Value Added Fund, Inc., a Maryland
corporation that qualifies as a REIT under therlrmeRevenue Code (the “Fund | REIT”). A wholly ohsubsidiary of the Company is the general padher
Fund | and has contributed $50,000 to Fund | aed~ind | REIT, representing a 15.2% combined géparéner and limited partner equity interest. At
December 31, 2009, Fund | was fully invested. Thenany receives asset management fees, properggerent fees and redevelopment fees, as well as a
promoted interest if certain thresholds are

Subsidiaries of Fund | have 21 loans secured hiyiohehl assets with amounts outstanding in the egage of $436,410, with varying maturity datesdaies
after which the loans can be prepaid), ranging f@ctober 2011 to September 2016. These mortgags kr@ secured by the underlying real estate. The
mortgage loans are payable by subsidiaries of Fwith operating cash flow or disposition proceéusn the underlying real estate. The Company has no
guaranteed the debt of Fund I, nor does
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Company have any obligation to fund this debt sthéwind | be unable to do so. Fund | had a credilitiathat matured in December 20(

In addition, as part of the formation of Funthe Company has provided to one of the limitedingss a guarantee. The guarantee provides thgiof; final
liquidation of Fund I, the total amount of all dibutions to that partner during the life of Fungivhether from operating cash flow or property spl#oes not equal a
minimum of the total capital contributions madetbgt partner, then the Company will pay the parameamount equal to the shortfall, but in no eveate than 10°
of the total capital contributions made by the partmaximum of approximately $7,500 as of Decen®3i¢r2009). As of December 31, 2009, the expe@alizable
value of the real estate assets owned by Funddrisidered adequate to cover such potential paytoehat partner under the expected Fund | liqigtescenario.
The estimated fair value of, and the Company’sgattion under this guarantee, both at inceptionaandf December 31, 2009, was not significant aacefore the
Company has not recorded any obligation for thargotee as of December 31, 20

As of December 31, 2009, subsidiaries of Fund lexvie following 19 communities, subject to certmiortgage debt. The Company has not guaranteedfanynd
| debt, nor does it have any obligation to fund tthébt should Fund | subsidiaries be unable tad

Outstanding Dek

# of apt Interest Maturity
Community Name Location homes Amount Type Rate Date

Avalon at Redondo Beac Los Angeles, C#£ 105 $ 21,03t Fixed 4.87% Oct 2011
Avalon Lakeside Chicago, IL 204 12,05¢ Fixed 5.74% Mar 201z
Avalon Columbie Baltimore, MD 170 22,27 Fixed 5.48% Apr 2012
Avalon Sunse Los Angeles, C# 82 12,75( Fixed 5.41% Feb 201
Avalon at Poplar Cree Chicago, IL 196 16,50( Fixed 4.83% Oct 2012
Avalon at Civic Cente Norwalk, CA 192 27,00: Fixed 5.38% Aug 201
Avalon Paseo Plac Fremont, CA 134 11,80( Fixed 5.74% Nov 201:
Avalon at Yerba Buen San Francisco, C. 160 41,50( Fixed 5.88% Mar 201«
Avalon at Aberdeen Static Aberdeen, N. 290 39,84: Fixed 5.64% Sep 201:
The Spring:s Corona, CA 320 26,00( Fixed 6.06% Oct 201¢
Avalon Lombarc Lombard, IL 256 17,24: Fixed 5.43% Jan 201«
Avalon Cedar Plac Columbia, MD 156 12,00( Fixed 5.68% Feb 201«
Avalon Centerpoint (1 Baltimore, MD 392 45,00( Fixed 5.74% Dec 201:
Middlesex Crossin Billerica, MA 252 24,10( Fixed 5.49% Dec 201:
Avalon Crystal Hill Ponoma, NY 168 24,50( Fixed 5.43% Dec 201«
Skyway Terract San Jose, C, 348 37,50( Fixed 6.11% Mar 201+«
Avalon Rutherford Statio East Rutherford, N 108 20,09 Fixed 6.13% Sep 2011
South Hills Apartment West Covina, C# 85 11,76: Fixed 5.92% Dec 201:
Weymouth Placi Weymouth, MA 211 13,45t Fixed 5.12% Mar 201¢
(1) Borrowing on this community is comprised of threertgage loans

¢ Fund Il— On September 2, 2008, the Company announced tivafion of Fund I, a private, discretionary investrhvehicle with commitments from fiy

institutional investors including the Company. e second quarter of 2009, the Company announeeskttond and final closing of Fund Il, admittingaaiditional
joint venture partner, and additional equity conmahts, both from existing as well as the new je@riture partner. The additional joint venture paricapital
commitments raised as part of the second closeuyaed the Compars/equity ownership interest to 31% from 45%. A gibsy of Fund Il has one loan securec
an asset in the amount of $21,515 with a matufitiuae 2019. This loan is payable by a subsidi&fuad II. As of December 31, 2009, Fund Il alss B&0,200
outstanding under a credit facility that mature®ectember 201(

In addition, as part of the formation of Fund HetCompany has provided to one of the limited gastia guarantee. The guarantee provides thataf fipal
liquidation of Fund Il, the total amount of :
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distributions to that partner during the lifieFaund Il (whether from operating cash flow or pedy sales) does not equal a minimum of the tatpltal contributions
made by that partner, then the Company will paypdmner an amount equal to the shortfall, butdrement more than 10% of the total capital contidns made by
the partner (maximum of approximately $1,470 aBefember 31, 2009). As of December 31, 2009, theard realizable value of the real estate assatedby
Fund Il is considered adequate to cover such patgrayment to that partner under the expected Fuligbidation scenario. The estimated fair vabfeand the
Company'’s obligation under this guarantee, boihaption and as of December 31, 2009 was notfgigni and therefore the Company has not recordgd a
obligation for this guarantee as of December 3092

As of December 31, 2009, subsidiaries of Fund lhethe following two communities, subject to certaiortgage debt. The Company has not guaranteedf:
Fund II's debt, nor does it have any obligation to fund tlebt should the subsidiaries of Fund Il be unttbtid so

Qutstanding Dek

# of apt Interest Maturity
Community Name Location homes Amount Type Rate Date

Avalon Bellevue Par Bellevue, W£ 22C $21,51¢ Fixed 5.52% Jur-19
The Hermitage Fairfax, VA 491 — nle nle nle
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The following is a combined summary of the finahpiasition of the entities accounted for using ¢laeiity method, as of the dates presented:

12-31-09 12-31-08
(unaudited) (unaudited)
Assets:
Real estate, nt $1,065,32 $ 995,68(
Other asset 39,50: 38,02%
Total asset $1,104,83 $1,033,70
Liabilities and partne’ capital:
Mortgage notes payable and credit faci $ 758,48 $ 705,33:
Other liabilities 19,66¢ 17,57¢
Partner’ capital 326,67« 310,79°
Total liabilities and partne’ capital $1,104,83! $1,033,70
The following is a combined summary of the opetiesults of the entities accounted for using th&tg method, for the years presented:
For the year ende
12-31-09 12-31-08 12-31-07
(unaudited, (unaudited, (unaudited;
Rental and other incon $ 101,74¢ $ 105,42: $ 92,07¢
Operating and other expen: (49,730 (43,99 (39,959
Impairment los (17,169 — —
Gain on sale of communitie — 25,41% —
Interest expense, n (37,15¢) (38,479 (40,792
Depreciation expens (32,909 (31,159 (26,62
Net loss $ (35,209 $ 17,21¢ $ (15,28)

In conjunction with the acquisition and developmehinvestments in unconsolidated entities, the Gamy incurred costs in excess of its equity inuthderlying net
assets of the respective investments. These agsssent $11,047 at December 31, 2009 and $4,8)&caimber 31, 2008 of the respective investmeinioak.

The following is a summary of the Company’s equityncome (loss) of unconsolidated entities for years presented: (unaudited)
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For the year ende

12-31-09 12-31-08 12-31-07

Town Grove, LLC@ $ — $ 31 $ 57,82:
Avalon Del Rey, LLC® 79 241 3,61¢
CVP I, LLC®) 7,33( 1,10¢ 567
MVP I, LLC (684) (474 (1,261
AvalonBay Value Added Fund, L.(#)®) (4,109 2,532 ,775)
AvalonBay Value Added Fund II, L.I (48) — —
Other — — 201
Avria at Hathorne, LLC (1,127 1,127 —
Total $ 1,441 $ 4,56¢ $ 59,16¢

@ Equity in income from this entity for 2007 includegain of $56,320 for the Company from the fougptlarter disposition of its partnership interesiralon
Grove, an asset held by Town Grove, LI

@ Equity in income from this entity for 2007 includegiain of $3,607 for the Company from the fountlarer disposition of its ownership interest in foraDel
Rey, the sole asset held by Avalon Del Rey, L

©)] Equity in income from this entity for 2009 includ®8,192 relating to the Compe’s recognition of its promoted intere

@) Equity in income from this entity for 2008 includegain of $3,483 for the Comp¢'s 15.2% share of the gain from the second quaigposition of Avalor
Redmond, an asset held by the Ft

®) Equity in income for 2009 includes an impairmersslef $2,600 for the Compé’s proportionate share of the impairment chargenooperating communit
7. Real Estate Disposition Activities

During the year ended December 31, 2009, the Coyngald five wholly owned communities for an aggreggross sales price of $179,675. These dispositiesulted
in a gain in accordance with GAAP of approximat®®1,117. In conjunction with the settlement of fwesly disclosed litigation with the Equal Rightsr@er involving
accessibility of our communities, the Company retoped an additional gain of approximately $2,77€oagated with communities sold in prior years, vahicas
previously deferred.

Details regarding the community asset sales arensuined in the following table:

Period Apartment Gross sale Net

Community Name Location of sale homes Debt price proceeds

Avalon at River Oak San Jose, C, Q309 22¢ $ — $ 42,25( $ 41,62¢
Avalon at Faxon Par Quincy, MA Q309 171 — 27,25( 26,63:
Avalon at Parksid Sunnyvale, C# Q409 192 — 43,80( 43,28:
Avalon Orange Orange, C1 Q409 16¢€ — 25,50( 24,85¢
Avalon at Flanders Hil Westborough, M, Q409 28C — 40,87¢ 40,08:
Total of all 2009 asset sal 1,037 $ — $ 179,67! $ 176,48:
Total of all 2008 asset sal 3,05¢ $ 43,71¢ $ 564,95( $ 503,37
Total of all 2007 asset sal 1,38¢ $ 8,11¢ $ 268,09¢ $ 257,39¢

The operations for any real estate assets sold Jeomary 1, 2007 through December 31, 2009 ancbtiestate assets that qualified as discontinpedations and held
for sale as of December 31, 2009 have been prekastsuch in the accompanying Consolidated Fine8taéements. Accordingly, certain reclassificasitiave been
made to prior years to reflect discontinued operaticonsistent with current year presentation.

The following is a summary of income from disconta operations for the periods presented:
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For the year ende

12-31-09 12-31-08 12-31-07

Rental incoms $ 35,08¢ $ 68,48 $ 95,86¢
Operating and other expen: (11,89) (22,127 (32,085
Interest expense, n (682) (3,29%) (6,057%)
Depreciation expens (8,540 (15,709 (23,830
Income from discontinued operatic $ 13,97« $ 27,35! $ 33,89

The Companys Consolidated Balance Sheets include other a@setisiding net real estate) of $2,185 and $2,965 &ecember 31, 2009 and 2008, respectively, $
$19,735 of mortgage notes as of December 31, 2002@08, respectively and other liabilities of 8%&nd $11,401 as of December 31, 2009 and 2088 ctvely
relating to real estate assets sold or classifduetd for sale.

During the year ended December 31, 2009, the Coynpald two land parcels, one of which was previgiisipaired by the Companyrhe Company had gains on the
sale of land parcels of $4,830, $0 and $545 in 22008 and 2007, respectively.

8. Commitments and Contingencies

Employment Agreements and Arrangem

As of December 31, 2009, the Company had employagneiements with four executive officers. The emplent agreements provide for severance payments and
generally provide for accelerated vesting of stopkons and restricted stock in the event of a teation of employment (except for a terminationtbg Company with
cause or a voluntary termination by the employ&kg current terms of these agreements end on thetegary between November 2010 and June 2011. The
employment agreements provide for one-year autocmatiewals (two years in the case of the Chief Etee Officer (“CEQ”)) after the initial term unlesan advance
notice of non-renewal is provided by either paldpon a notice of non-renewal by the Company, edt¢heoofficers may terminate his employment anctieza
severance payment. Upon a change in control, theeagents provide for an automatic extension obupree years from the date of the change in cbrithe
employment agreements provide for base salaryrasghtive compensation in the form of cash awatdskptions and stock grants subject to the disgref, and
attainment of performance goals established byCtrapensation Committee of the Board of Directors.

The Company'’s stock incentive plan, as describddaite 10, “Stock-Based Compensation Plans,” pravitiat upon an employee’s Retirement (as definddemplan
documents) from the Company, all outstanding stgations and restricted shares of stock held byethployee will vest, and the employee will have mfi2 months to
exercise any options held upon retirement. Undepthn, Retirement means a termination of employnaher than for cause, after attainment of age&@vided that
(i) the employee has worked for the Company fdeast 10 years, (ii) the employee’s age at Retirgmplis years of employment with the Company eqaglsast 70,
(i) the employee provides at least six monthgtten notice of his intent to retire, and (iv) thmgoyee enters into a one year non-compete andoge®ionsolicitatior
agreement.

The Company also has an Officer Severance ProgtentRrogram”) for the benefit of those officerstbé Company who do not have employment agreemiéntier
the Program, in the event an officer who is notoihise covered by a severance arrangement is tat@dirfother than for cause) within two years follgyva change in
control (as defined) of the Company, such officél generally receive a cash lump sum payment etjudie sum of such offices’base salary and cash bonus, as wi
accelerated vesting of stock options and restristeck. Costs related to the Company’s employmgregeaments and the Program are deferred and reeaoizr the
requisite service period when considered by manageto be probable and estimable.

Construction and Development Contingencies
The Company holds a 99% controlling interest in PHYLLC, a consolidated joint venture. In conjuantwith the development of an operating commurityalon
Walnut Creek, PHVP |, LLC constructed a public geradjacent to the community. As part of providiogstruction management services to PHVP |, LLGHer
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construction of the public garage, the Company idexya construction completion guarantee to tregedllender in order to fulfill their standard fivtégng requirements
related to the garage construction financing. Then@any’s obligations under this guarantee termihé&dBowing construction completion of the garagehe third
quarter of 2009.

In 2007 the Company entered into a commitment tiae parcels of land in Brooklyn, New York for aggregate purchase price of approximately $111,066er the
terms of the commitment, the Company is closinghenvarious parcels over a period determined bydtler’s ability to execute unrelated purchasedaations and
achieve deferral of gains for the land sold untder ¢commitment. However, under no circumstancektia¢l commitment extend beyond 2011, at which taitieer the
Company or the seller can compel execution of ¢éneaining transactions. At December 31, 2009, the2my has an outstanding commitment to purchase the
remaining land for approximately $51,500.

Legal Contingencie

As previously reported, the Company has been il litigation alleging that communities constagtby the Company violate the accessibility regmients of the
FHA and the Americans with Disabilities Act. The ERled a complaint against the Company on Septer®2Beg2005 in the U.S. District Court, District faryland
with respect to 100 properties. In November 2008,Gompany settled this litigation by entering iatoourt approved consent decree. Under the codserge the
Company will inspect and, if necessary, remediatéou8,250 apartment units and related public amon areas at the Company’s communities. The Coynpa
expects that the remediation resulting from theéesions, which should occur over approximatelgw fyear period, will enhance and/or extend théulidiée of the
applicable communities and will therefore be cdiaiéal. Although the Company will not be able toatetine the exact remediation or associated cosilsnspections
are completed, the Company does not believe teatktimediation costs will be material to the Compa@onsolidated Financial Statements.

In a separate matter related to FHA accessibildgtens, on August 13, 2008 the U.S. Attorney’s €ffior the Southern District of New York filed avitlawsuit against
the Company and the joint venture in which it hasrngerest that owns Avalon Chrystie Place. Theslaitwalleges that Avalon Chrystie Place was noigthes! and
constructed in accordance with the accessibiligpimements of the FHA. The Company designed andtoacted the community to address compliance witv N ork
City’s Local Law 58, which for more than 20 yeaestbeen New York City’s code regulating the actdsslesign and construction of apartments. Afterfiling of its
answer and affirmative defenses, during the foguidrter of 2009 the plaintiff served the Companthwiiscovery requests relating to communities owmethe
Company nationwide. The Company objected to thesmdery requests as being overly broad, as thetiffas complaint made factual allegations withgeed to
Avalon Chrystie Place only. A magistrate judge adreith the Company and limited discovery to Avaeimrystie Place. The plaintiff is appealing the isigte judges
ruling. As there are uncertainties relating to thissuit, (such as the legal requirements to megtd@monstrate accessibility under the applicaalei®s, the cost to
remediate, if necessary and whether the scopesifativsuit will be extended to other propertiesaloyamended complaint or otherwise) the Companyatgredict or
determine the outcome of this lawsuit, nor is é&s@nably possible at this time to estimate the @ostmediation or any other costs, if any, thatildde associated with
an adverse decision or settlement.

In addition, the Company is subject to various ptagal proceedings and claims that arise in tldénary course of business. These matters are fnglguevered by
insurance. If it has been determined that a lopsabable to occur and can be reasonably estiméte@stimated amount of the loss is recordedariittancial
statements. While the resolution of these othetarsatannot be predicted with certainty, managemamently believes the final outcome of such matteill not have :
material adverse effect on the financial positionesults of operations of the Company. In instangbere the Company has a gain contingency asedaiath legal
proceedings, the Company records a gain in thediahstatements, to the extent of a loss recowengn it is deemed probable to occur, can be reddprestimated ar
is considered to be collectible.

Lease Obligation

The Company owns 14 apartment communities and Dprent Rights and two commercial properties whighlacated on land subject to land leases expbetgieen
October 2026 and March 2142. In addition, the Cargpa
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leases certain office space. These leases arerdeddior as operating leases recognizing rentatesg on a straight-line basis over the lease fEnese leases have
varying escalation terms, and nine of these lelaaes purchase options exercisable through 2142Cbinepany incurred costs of $19,442, $16,937 ancb385n the
years ended December 31, 2009, 2008 and 2007 ctasghg, related to these leases.

The following table details the future minimum leggyments under the Company’s current leases:

Payments due by peric
2010 2011 2012 2013 2014 Thereaftel

$20,732 $24,10: $26,71¢ $26,88¢ $ 26,96¢ $3,287,55!

9. Segment Reporting

The Company’s reportable operating segments indisdablished Communities, Other Stabilized Comnesiiand Development/Redevelopment Communities.
Annually as of January <, the Company determines which of its communitékifito each of these categories and maintainsciaasification, unless disposition plans
regarding a community change, throughout the yerathie purpose of reporting segment operations.

¢ Established Communities (also known as Same Starer@initiesare communities where a comparison of operatingiteeBom the prior year to the curre
year is meaningful, as these communities were owanelchad stabilized occupancy and operating expeassef the beginning of the prior year. For tharye
2009, the Established Communities are communitiasare consolidated for financial reporting pugmsiad stabilized occupancy and operating expesses
of January 1, 2008, are not conducting or plantdngpnduct substantial redevelopment activities amednot held for sale or planned for dispositidtinin the
current year. A community is considered to havbibktad occupancy at the earlier of (i) attainmeh95% physical occupancy or (ii) the one-year warsary
of completion of development or redevelopmi

¢ Other Stabilized Communitiincludes all other completed communities that retabilized occupancy, as defined above. Other I&taBiCommunities do ne
include communities that are conducting or plantigonduct substantial redevelopment activitiehiwithe current yea

«  Development/Redevelopment Communconsists of communities that are under construaimhhave not received a final certificate of oengy,
communities where the Company owns a majority @geand where substantial redevelopment is in pesgor is planned to begin during the current gedr
communities under lea-up that had not reached stabilized occupancy, fasedeabove, as of January 1, 20

In addition, the Company owns land for future depetent and has other corporate assets that aedlocrted to an operating segment.

The Company’s segment disclosures present the mefasused by the chief operating decision makeptmposes of assessing such segments’ perform@hee.
Company'’s chief operating decision maker is conegrisf several members of its executive manageraant tvho use NOI as the primary financial measure fo
Established Communities and Other Stabilized ConitiesnNOI is defined by the Company as total rereless direct property operating expenses. Althdhg
Company considers NOI a useful measure of a contyisimr communities’ operating performance, NOI slgonot be considered an alternative to net incomeet
cash flow from operating activities, as determiiredccordance with GAAP. NOI excludes a numbenobme and expense categories as detailed in tbeaiéation of
NOI to net income
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A reconciliation of NOI to net income for years eddDecember 31, 2009, 2008 and 2007 is as follows:

For the year ende

12-31-09 12-31-08 12-31-07

Net income $ 154,27- $ 410,74¢ $ 359,74!
Indirect operating expenses, net of corporate ire 30,31 33,01( 31,28t
Investments and investment management exf 3,84« 4,787 4,762
Expensed development and other pursuit ¢ 5,842 12,51 6,97¢
Interest expense, n 150,32: 114,91( 92,17¢
(Gain) loss on extinguishment of debt, 25,91( (1,83¢ —
General and administrative expel 28,74¢ 42,78! 28,49
Equity in income of unconsolidated entit (1,447 (4,56¢€) (59,169
Depreciation expens 209,74¢ 183,74 157,89!
Impairment los— land holdings 21,15 57,89¢ —
Gain on sale of real estate as: (68,717) (284,90)) (107,03)
Income from discontinued operatic (13,979 (27,359 (33,899

Net operating incom $ 546,02. $ 541,73 $ 481,23t

The primary performance measure for communitiesuddvelopment or redevelopment depends on the stagpmpletion. While under development, manageémen
monitors actual construction costs against budgedets as well as lease-up pace and rent levelparath to budget.

The following table provides details of the Comparsegment information as of the dates specifiée Jegments are classified based on the indivichramunity’s
status as of the beginning of the given calendar.yeherefore, each year the composition of comtiaswithin each business segment is adjusted. ilougly, the
amounts between years are not directly compar8elgment information for the years ended Decembe2@19, 2008 and 2007 have been adjusted for tmencmities
that were sold from January 1, 2007 through Decer@bg2009, or otherwise qualify as discontinuedrapions as of December 31, 2009, as describedta X “Real
Estate Disposition Activities.”
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Fo

r the period ended December 31, 2

Fo

Establishec
New Englanc
Metro NY/NJ
Mid-Atlantic/Midwest
Pacific Northwes
Northern Californie
Southern Californii
Total Established (2
Other Stabilizec
Development / Redevelopme
Land Held for Future Developme
Non-allocated (3]
Total

r the period ended December 31, 2

Fo

Establishec
New Englanc
Metro NY/NJ
Mid-Atlantic/Midwest
Pacific Northwes
Northern Californie
Southern Californi:

Total Established (2
Other Stabilizec
Development / Redevelopme
Land Held for Future Developme
Non-allocated (3]

Total

r the year ended December 31, 2

Establishec
New Englanc
Metro NY/NJ
Mid-Atlantic/Midwest
Pacific Northwes
Northern Californie
Southern Californi:

Total Established (Z
Other Stabilizec
Development / Redevelopme
Land Held for Future Developme
Non-allocated (3]

Total

@)
@)

@)

Does not include gross real estate assets hekhferof $166,387, $325,170 and $694,574 as of DiseeB1, 2009, 2008 and 2007, respectiv

Total
revenue

$121 45!
155,46¢
122,00:

28,18¢
98,52¢
62,75
588,38t
126,16t
129,70(
nle

7,32¢
$851,58:

$115,83¢
133,50:
119,19:
21,52¢
123,20
61,44¢
574,70°
103,21:
129,73°
nle

6,56¢
$814,22:

$116,93(
130,51:
110,92¢
28,29¢
135,64
56,09!
578,39°
47,82
95,42t
nle

6,142
$727,78t

% NOI changr

NOI from prior yea
$ 75,76¢ (7.5%)
103,55¢ (7.4%)
74,98 (3.5%)
19,10: (9.2%)
70,81¢ (7.%)
42,90( (9.7%)
387,12° (7.1%)
81,51° n/e
77,37¢ n/e
n/e n/e
n/e n/e
$546,02: 0.8%
$ 75,18( 2.2%
91,37¢ 2.1%
75,25¢ 1.%%
15,49: 7.5%
91,547 7.%
44,04¢ 1.1%
392,90( 3.5%
68,70¢ n/e
80,12 n/e
n/e n/e
n/e n/e
$541,73: 12.6%
$ 75,317 3.C%
90,25 4.5%
69,68¢ 6.8%
19,67 16.1%
98,45 12.2%
40,21¢ 5.€%
393,59¢ 7.2%
30,32« n/e
57,31« nle
n/e n/e
n/e n/e
$481,23¢ 14.6€%

Gross

real estate (1

$ 858,85¢
1,048,631
775,97¢

4,208,25I
1,421,65.
2,264,591
237,09
62,11¢
$8,193,70

$ 748,82
814,52:
725,47
175,50:

1,000,95!
377,84.
3,843,11!
959,22
2,502,82
239,45t
132,70:
$7,677,31

$ 776,25
786,11!
692,98¢
237,46

1,156,16:
349,71¢
3,998,70:
356,03t
2,171,20
288,42:
47,79t
$6,862,16!

Gross real estate for the Comp’s established communities includes capitalizedtexfdi of approximately $10,783, $15,534 and $13j&52009, 2008 an

2007 respectively

Revenue represents th-party management, accounting and developer feemaugllaneous income which are not allocatedrepartable segmer
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10. StockBased Compensation Plans

On May 21, 2009, the stockholders of the Compapgnitthe recommendation of the Board of Directgepraved the AvalonBay Communities, Inc. 2009 StOgkion
and Incentive Plan (the “2009 Plan”). The 2009 Rfetudes an authorization to issue up to 4,1998##es of the Company’s common stock, par valugl§fer share,
(2,930,000 newly authorized shares plus 1,269,82%s that were available for grant as of May PD92under the Company’s 1994 Stock Option and linceiRlan
(the “1994 Plan™)), pursuant to awards under th@92Blan. The 2009 Plan provides for various tygesaity awards to employees, officers, remployee directors ai
other key personnel of the Company and its subrggdiaThe types of awards that may be granted uheée2009 Plan include restricted and deferredksttock options
that qualify as incentive stock options (“ISOs”)dan Section 422 of the Code, non-qualified stodkomg, and stock appreciation rights. The 2009 Ridirexpire on
May 21, 2019.

Effective as of the close of business on May 2092@nd as part of the proposal to approve the 2089 described above, the Board of Directors tesied the 1994
Plan with respect to new awards. The 1994 Planigeedvfor the same types of equity awards as th® 20é@n, and would have expired by its terms on Bla3011.
Outstanding awards previously granted under thd F98n will not be affected by termination of tH#94 Plan, the terms of which shall continue to gowich
previously granted awards. In addition to the 4,822 shares authorized for issue under the 2009d&3aescribed above, any awards that were ouistandder the
1994 Plan on May 21, 2009 that are subsequentigifed, canceled, surrendered or terminated (dtteer by exercise) will become available for awamder the 2009
Plan.

Information with respect to stock options granteder the 1994 Plan is as follows:

Weighted Avalon 199! Weighted
average and Avalon average
1994 Plan exercise pric 1993 Plan exercise pric
shares per share shares per share
Options Outstanding, December 31, 2( 2,487,23! $ 69.6f 4,24( $ 36.81
Exercisec (471,029 56.57 (3,477) 36.8¢
Grantec 344,42¢ 147.3¢ — —
Forfeited (38,929 110.2¢ — —
Options Outstanding, December 31, 2( 2,321,71! $ 83.1f 76€ $ 36.61
Exercisec (154,52) 46.1¢ (76€) 36.61
Grantec 401,21. 89.0¢ — —
Forfeited (23,419 112.5: — —
Special Dividend Option Adjustment ( 78,14« n/e — —
Options Outstanding, December 31, 2( 2,623,13 $ 83.4¢ 0 n/e
Exercisec (115,679 44.2( — —
Grantec 344,80: 48.6( — —
Forfeited (16,007 98.8:¢ — —
Options Outstanding, December 31, 2( 2,836,25 $ 80.7¢ 0 n/e
Options Exercisable
December 31, 20C 1,230,42 $ 60.8 76¢ $ 36.6]
December 31, 2008 (. 1,711,50 $ 729 — n/e
December 31, 20C 2,127,82! $ 81.9( — nle

(1) Inaccordance with the applicable equity alyg@lan documents, the number and exercise pricatstanding awards have been adjusted as a réshé special
dividend declared in the fourth quarter of 2008yi@intain their value

The following summarizes the exercise prices amdraotual lives of options outstanding as of Decengi, 2009:
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Weighted Averag:
Remaining Contractual Ter

Number of Option: Range- Exercise Price (in years)
88,255 30.00— 39.99 14
757,935 40.00— 49.99 3.2
463,096 60.00— 69.99 5.2

1,030 70.00— 79.99 5.
414,016 80.00— 89.99 7.C
773,857 90.00— 99.99 6.1

6,698 100.00— 109.99 6.4

5,152 110.00— 119.99 7.t
326,215 140.00 — 149.99 7.1

2,836,25¢

Options outstanding under the 1994 Plan at DeceBihe2009 had an intrinsic value of $3,815. Optierarcisable at December 31, 2009 under the 198¥had a
weighted average contractual life of 4.8 years$4®B intrinsic value. The intrinsic value of optsoexercised during 2009, 2008 and 2007 was $283965 and
$17,895, respectively.

The cost related to stock-based employee compendati employee stock options included in the deteation of net income is based on estimated fanfes for the
given year. Estimated forfeitures are adjustectfiect actual forfeitures at the end of the vespegod. The following table summarizes the weighdgerage fair value
of employee stock options for the periods shownthedassociated assumptions used to calculateatbe:v

2009 2008 2007
Weighted average fair value per sh $ 6.58 $ 9.91 $ 218
Life of options (in years 7.C 7.C 7.C
Dividend yield 8.5% 5.5% 4.C%
Volatility 36.51% 22.1%% 17.3%
Risk-free interest rat 2.17% 3.09% 4.7%

At December 31, 2009 and 2008, the Company hadb2a4nd 207,070 outstanding unvested shares grantk restricted stock awards. The Company is$66¢B51
shares of restricted stock valued at $8,360 asopitd stock-based compensation plan during ttee gaded December 31, 2009. Restricted stock egtiring the year
ended December 31, 2009 totaled 130,981 sharelsaahfair values at the grant date ranging from @28 $147.75 per share. The total fair value afst vested was
$10,731, $10,668 and $8,590 for the years endedrbieer 31, 2009, 2008 and 2007, respectively.

Total employee stock-based compensation cost rézsdjim income was $11,446, $17,268, and $13,50thfoyears ended December 31, 2009, 2008 and 2007,
respectively, and total capitalized stock-basedpmmsation cost was $6,000, $6,499, and $5,10&&y¢ars ended December 31, 2009, 2008 and 2Gpactévely. At
December 31, 2009, there was a total of $1,5955&r@53 in unrecognized compensation cost for uedestiock options and unvested restricted stocRemsely,
which does not include estimated forfeitures. Theeaognized compensation cost for unvested stoti&repand restricted stock is expected to be rezedrover a
weighted average period of 1.52 years and 2.26yesspectively.

Deferred Stock Performance PI

The Company’s Board of Directors and its Compensaiommittee approved a multiyear performance @ftwe 2008 Performance Plan”). On June 1, 2008 rasvin
connection with this plan with an estimated compéns cost of $8,958 were granted to senior managéand other selected officers (“2008 Performdtiea
Awards”). The 2008 Performance Plan awards ar@llyiin the form of deferred stock awards, withdigidend rights, granted under the Company’s 1P@#. These
deferred stock awards will be forfeited in theitierty unless the Company’s total return to shalddrs, consisting of stock price appreciation glusulative dividends
without reinvestment or compounding (the “ActualSR over the measurement period exceeds botm (Bksolute TRS
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Target and (ii) a Relative TRS Target. The measergmperiod of the 2008 Performance Plan began oa I1pu2008 with a starting common stock price etp#ie
average closing price of the Company’s common stocthe twenty trading days prior to June 1, 200& measurement period will end on May 31, 2014jragsing a
twenty-day average closing price. The measuremenmgwill end earlier upon a change in controttaf Company.

The “Absolute TRS Target” that must be exceedeéhduhe measurement period is a 32% total returfopmance (or a pro rated amount in the event thasarement
period is less than three years due to a changenitnol). The “Relative TRS Target” that must beeeded is the total return performance (stock @pg@eciation plus
cumulative dividends without reinvestment or comming) during the measurement period of the Fireridmes and the London Stock Exchange (FTSE) NAREI
Apartment Index. If the Actual TRS exceeds bothAbsolute TRS Target and the Relative TRS Targettdotal funding pool will equal 10% of the simpleerage of
(i) the excess shareholder value created by theah@iRS exceeding the Absolute TRS Target andh@)excess shareholder value created by the ATR&|exceeding
the Relative TRS Target, provided that in no ewsititthe total funding pool exceed $60 million.

Each participating officer's 2008 Performance Riarard is designated as a specified “Participatiercéhtage” in the 2008 Performance Plan. If botls T&gets are
exceeded at the end of the measurement periodett@nparticipating officer will earn deferred &@wards having a total value (based on the clogiiog of the
Company’s common stock on the last day of the nreasent period) equal to that officer’'s participatjpercentage multiplied by the total funding pddie total
funding pool will under no circumstance exceed §6llion. Any unearned deferred stock awards (deferred stock awards in excess of the number afdshaving a
value equal to that officer’s participation peraag# in the total funding pool) will be forfeitedafBed deferred stock awards will convert into vésberestricted
common stock (50%), and unvested restricted constmok with a one-year vesting period (50%), sulieearlier forfeiture or acceleration under certai
circumstances. Dividends will be paid on both theestricted common stock and the restricted comstaek.

The Company will recognize compensation expenséhi2008 Performance Plan over the three yearureragnt period for the 50% of each award whichsvasthe
end of the measurement period. For the remainifg 60each award, the Company will recognize comaims expense over the four year period which idetuthe
measurement period as well as the one-year vgstirigd subsequent to the end of the measurementp@&he recognition of compensation cost will tatki® account
actual forfeitures as well as retirement eligigiliThe Company used a Monte Carlo model to asbessompensation cost associated with the 2008 fPeafece Plan.
The estimated compensation cost was derived usafptlowing assumptions: baseline share valuel6P$16, dividend yield of 3.53%, estimated volstifigures over
the life of the plan using 50% historical volatiland 50% implied volatility and risk free rateseovthe life of the plan ranging from 2.13% to 2.9#&sulting in an
estimated fair value per share of $14.15. Durirgytbars ended December 31, 2009 and 2008, the @gmeeognized expense of $1,673 and $1,013, ragphcin
earnings and capitalized stock-based compensatigts of $895 and $582, respectively for the 2008Peaance Plan.

Employee Stock Purchase Pl

In October 1996, the Company adopted the 1996 Naailifged Employee Stock Purchase Plan (as amernkdedESPP”). Initially 1,000,000 shares of commuock
were reserved for issuance under this plan. Therewarently 755,484 shares remaining availablésgwance under the plan. Full-time employees@bmpany
generally are eligible to participate in the ESRRS of the last day of the applicable electionqak they have been employed by the Company fteest one month. A
other employees of the Company are eligible togpéte provided that, as of the applicable elecperiod, they have been employed by the CompanyZanonths.
Under the ESPP, eligible employees are permittesttuire shares of the Company’s common stock gir@ayroll deductions, subject to maximum purchase
limitations. The purchase period is a period ofesemonths beginning each April 1 and ending eadbligc 30. The purchase price for common stock @set under
the plan is 85% of the lesser of the fair markét@af the Company’s common stock on the first dighe applicable purchase period or the last daheapplicable
purchase period. The offering dates, purchase datsluration of purchase periods may be chanfjgte thange is announced prior to the beginnintyefaffected
date or purchase period. The Company issued 1639%80 and 8,577 shares and recognized compensaf@mse of $118, $90 and $158 under the ESPRdagrears
ended December 31, 2009, 2008 and 2007, respsctiMad Company accounts for transactions undeE8RP using the fair value method prescribed bywatety
guidance
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applicable to entities that use employee sharehaseeplans, as further discussed in Note 1, “Orgéion and Basis of Presentation.”
11. Fair Value
Fair Value Methodology

As a basis for applying a market-based approatfirivalue measurements, GAAP establishes a fairevaierarchy that distinguishes between markeigpant
assumptions based on market data obtained fronce®independent of the reporting entity and thentam entity’s own assumptions about market paréiot
assumptions. The valuation of financial instrumerats be determined using widely accepted valuagohniques.

The Company applies valuation models such as digedicash flow analysis on the expected cash fafvesich instrument which considers the contradarats of the
instruments, including the period to maturity, aiseés observable market-based inputs, includingeisteate curves and market prices, as availaldepplicable. In
addition, the Company incorporates credit valuaidjustments to appropriately reflect both its ovmperformance risk and the respective counterigarty
nonperformance risk in the fair value measuremasidiscussed below. When market-based inputs &@vaiable in valuing the Comparsyfinancial instruments, su
as for valuing redeemable noncontrolling interests,Company uses unobservable inputs considdrenggsumptions that market participants would nvakieriving
the fair value. The use of different market assummgtand/or estimation methodologies may have anmiaaeffect on the Company’s estimates of faiueal

Financial Instruments Carried at Fair Value

Derivative Financial Instrument

Currently, the Company uses interest rate swaprdacest rate cap agreements to manage its intetestisk. These instruments are carried at ey in the
Company'’s financial statements. See Note 5, “Déxednstruments and Hedging Activities,” for deative values at December 31, 2009 and a descripfiarnere
these amounts are recorded in the financial stattsmia adjusting the fair value of its derivativ@ntracts for the effect of counterparty nonperfange risk, the
Company has considered the impact of its net positith a given counterparty, as well as any applie credit enhancements, such as collateral gsstihresholds,
mutual puts, and guarantees. Although the Compasydbtermined that the majority of the inputs usedalue its derivatives fall within Level 2 of tfiir value
hierarchy, the credit valuation adjustments assediwith its derivatives use Level 3 inputs, suskestimates of current credit spreads, to evathatékelihood of
default by itself and its counterparties. As of Beber 31, 2009, the Company assessed the sigmiéiaHrithe impact of the credit valuation adjustreent the overall
valuation of its derivative positions and has detaed it is not significant. As a result, the Compéas determined that its derivative valuatiomscassified in Level 2
of the fair value hierarchy.

Redeemable Noncontrolling Intere

Redeemable noncontrolling interests are reportégiratalue, with reductions in fair value recordanly to the extent that the Company has previorestprded
increases in fair value above the redeemable ndrodlimg interests’ initial basis.

¢ Puts— The Company provided redemption options Put<") that allow two of the Compa’s joint venture partners to require the Compargutechase
their interests in the investments at the futunerfearket value. One Put is payable in cash ah@Company’s option, common stock of the Company, the
second is payable in cash. The Company determtieckir value of the Puts based on unobservablesmmonsidering the assumptions that market ppatittt
would make in pricing the obligations, includingopng discount factors to the estimated futurehdémws of the asset underlying the associated pénture
which in the case of the Puts is the NOI from aarpent community, as well as potential disposipooceeds utilizing market capitalization ratesjéoive
the fair value of the position. Given the significa of the unobservable inputs, the valuationslassified in Level 3 of the fair value hierarc!
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At December 31, 2008, the P’ aggregate fair value was $9,057. At December 309 2he aggregate fair value of the Puts was $4

. DownREIT units — The Company issued units of fedipartnership interest in DownREITs which prowigde DownREIT limited partners the ability to
present all or some of their units for redemptiong cash amount as determined by the applicabiegrahip agreement. Under the DownREIT agreements,
for each limited partnership unit, the limited pentis entitled to receive cash in the amount etputide fair value of the Company’s common stoclooabout
the date of redemption. In lieu of cash redemptiba,Company may elect to exchange such unitsnfegaal number of shares in the Company’s common
stock. The limited partnership units in DownREITs galued using the market price of the Compangfamon stock, a Level 1 price under the fair value
hierarchy. At December 31, 2008, the fair valu¢hef DownREIT units was $1,177. At December 31, 2809 fair value of the DownREIT units was $1,2

Financial Instruments Not Carried at Fair Value

Cash and Cash Equivalents

Cash and cash equivalent balances are held withugafinancial institutions within principal proted accounts. The Company monitors credit ratirigbese financial
institutions and the concentration of cash and eaglivalent balances with any one financial infbtuand believes the likelihood of realizing maklosses related to
cash and cash equivalent balances is remote. @dstaah equivalents are carried at their face atspwhich reasonably approximate their fair values.

Other Financial Instruments

Rents receivable, accounts and construction payatleccrued expenses and other liabilities aréedaat their face amounts, which reasonably apprate their fair
values.

The Company values its bond indebtedness, notesbfEgnd outstanding amounts under the Creditifagging a discounted cash flow analysis on theeeted cash
flows of each instrument. This analysis reflects ¢bntractual terms of the instrument, including pleriod to maturity, and uses observable markstdaputs,
including interest rate curves. The process alssiders credit valuation adjustments to approgyiatdlect the Company’s nonperformance risk. Tleenpany has
concluded that the value of its bond indebtednedsnates payable are Level 2 prices as the majofitiye inputs used to value its positions fallhiitLevel 2 of the fai
value hierarchy. Bond indebtedness, notes payabl@atstanding amounts under the Company’s Cretillify (as applicable) with an aggregate outstaggiar
amount of approximately $3,977,320 and $3,676,@@0Ddn estimated aggregate fair value of $4,052a887$3,612,130 at December 31, 2009 and Decembg088,
respectively.

12. Related Party Arrangements

Unconsolidated Entities

The Company manages unconsolidated real estateemtir which it receives asset management, ptppeanagement, development and redevelopment Veaue.
From these entities, the Company received fee3 @28, $6,568 and $6,142 in the years ended Deaedih@009, 2008 and 2007, respectively. Thesedee=icluded
in management, development and other fees on ttwergranying Consolidated Statements of Operatiods2dher Comprehensive Income. In addition, the Camyp
has outstanding receivables associated with itsagement role of $2,344 and $5,043 as of Decemhe&2(8® and 2008, respectively.

Director Compensatio

Directors of the Company who are also employeesiveao additional compensation for their serviaes director. Following each annual meeting dfldiolders
starting with the 2006 annual meeting, non-emplajiesctors receive (i) a number of shares of retgtt stock (or deferred stock awards) having aevafu$100 and
(i) a cash payment of $40, payable in quarter§taiments of $10. After September 20, 2007, theh gmyment increased to $50, payable in quarteskaiiments of
$12.5. The value of the restricted stock or detesteck award increased to $125 following
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the 2008 annual meeting. The number of sharessticted stock (or deferred stock awards) is caked based on the closing price on the day ofwadh Non-
employee directors may elect to receive all or @iqo of cash payments in the form of a deferredlstaward. In addition, the Lead Independent Dieatceives an
annual fee of $30 payable in equal monthly instafite of $2.5.

The Company recorded non-employee director compiensaxpense relating to the restricted stock grand deferred stock awards in the amount of $858,70 and
$855 for the years ended December 31, 2009, 2002@07, respectively as a component of generabdnunistrative expense. Deferred compensationinglad these
restricted stock grants and deferred stock awaeds$865 and $137 on December 31, 2009 and Dec&hb2008, respectively. Compensation expense daoog
includes additional expense associated primarith Wie accelerated award vesting for directors.

13. Quarterly Financial Information

The following summary represents the quarterly ltesaf operations for the years ended Decembe2@d9 and 2008: (unaudited)

For the three months ended

3-31-09 6-30-09 9-30-09 12-31-09
Total revenud?) $ 209,73: $ 212,25¢ $ 215,16( $ 214,42¢
Income (loss) from continuing operatic® (2) (3) $ 43,15! $ 13,07¢ $ 27,620 $ (7,43))
Income from discontinued operatic®) $ 3,94¢ $ 3,641 $ 30,47¢ $ 39,781
Net income attributable to common stockholc $ 47,42¢ $ 17,67 $ 58,15« $ 32,39
Net income per common she— basic $ 0.6C $ 0.2z $ 0.7z $ 0.4C
Net income per common she— diluted $ 0.5¢ $ 0.2z $ 0.7z $ 0.4C
For the three months ended

3-31-08 6-30-08 9-30-08 12-31-08
Total revenue® $ 194,31 $ 201,16! $ 208,37¢ $ 210,36¢
Income (loss) from continuing operatic® ) $ 40,14t $ 44,63t $ 43,46( $ (29,749
Income from discontinued operatic®) $ 8,411 $ 82,80: $ 189,42¢ $ 31,61f
Net income (loss) attributable to common stockhed $ 46,27¢ $ 125,15¢ $ 231,40¢ $ (1,80¢)
Net income (loss) per common sh— basic $ 0.6C $ 168 $ 3.0C $ (0.09)
Net income (loss) per common sh— diluted $ 0.6C $ 161 $  2.9¢ $ (0.09)

@ Amounts may not equal previously reported results th reclassification between income from contigwperations and income from discontinued operat

@ Income from continuing operations for the secqudrter of 2009 includes an impairment charge pfagdmately $20,302 associated with the Compsaipyanne:
reduction in development activit

©)] Income from continuing operations for the fougtrarter of 2009 includes an impairment charge pf@apgmately $850 associated with the Company’s ipdgin
reduction in development activity and a chargepgiraximately $26,000 related to the October 200@¢e offer.

*) Amounts may not equal full year results due to chog.

®) Income from continuing operations for the fourttagar of 2008 includes an impairment charge of exprately $57,899 associated with the Comy's plannec
reduction in development activit

14. Subsequent Events

The Company has evaluated subsequent events thtieeiglate on which this Form 10-K was filed, theéedan which these financial statements were issaredl,
identified the items below for discussion.

In January 2010, the Company sold one communitgldvat Danada Farms, located in Wheaton, Illindisalon at Danada Farms contains 295 apartment s @me
was sold for $45,450. The Company estimates thvtlitecord at gain of approximately $18,000 rethto this disposition.

In February 2010, Fund Il purchased its third comity, located in Gaithersburg, Maryland. The comityymenamed Avalon Rothbury, contains 203 homebwas
acquired for a purchase price of $31,250.

In February 2010, the Company sold one communitglén Knoll, located in Germantown, Maryland. Avalknoll

F-36




contains 300 apartment homes and was sold for 837Fhe Company estimates that it will record angdiapproximately $32,000 related to this disposit
Also in February 2010, the Company repaid a 6.4ikgdfrate secured mortgage note in the amount®©$1 in advance of its March 2012 schedule matdete.
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AVALONBAY COMMUNITIES, INC.
REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2009
(Dollars in thousands)

Initial Cost Total Cost
Building / Costs Building /
Construction it Subsequent t Construction it Total Cost, Net o Year of
Progress & Acquisition / Progress & Accumulatec Accumulatec Completion

Current Communitie City and statt Land Improvements  Constructior Land Improvements  Total Depreciatior Depreciatior Encumbrance Acquisition
Avalon at Lexingtor Lexington, MA $ 2,12¢ $ 12,59¢ $ 1,731 $ 2,12¢ $ 14,33¢ $ 16,46( $ 7,66t $ 8,79t $11,22¢ 1994
Avalon Oaks Wilmington, MA 2,12¢ 18,65¢ 50¢ 2,12¢ 19,16 21,29( 7,371 13,91¢ 16,79¢ 1999
Avalon Summi Quincy, MA 1,74¢ 14,67( 1,281 1,74¢ 15,95: 17,69: 7,65( 10,04« — 1986/199¢
Avalon Esse) Peabody, MA 5,18¢ 16,30¢ 53¢ 5,18¢ 16,83¢ 22,02! 5,87¢ 16,14« — 2000
Avalon at Prudential Boston, MA

Center 25,81: 104,39¢ 27,12¢ 25,81! 131,52: 157,33( 48,33: 109,00: — 1968/199¢
Avalon Oaks Wes Wilmington, MA 3,31¢ 13,467 19¢ 3,31¢ 13,66¢ 16,98¢ 3,881 13,09° 16,66: 2002
Avalon Orchard: Marlborough, MA 2,98¢ 18,037 397 2,98¢ 18,43« 21,417 5,157 16,26( 19,01: 2002
Avalon at Newtor Newton, MA

Highlands 11,03¢ 45,527 692 11,03¢ 46,21¢ 57,25¢ 10,42« 46,83¢ — 2003
Avalon at The Pinehills Plymouth, MA 3,628 16,29: 93 3,628 16,38¢ 20,00¢ 3,157 16,85 — 2004
Avalon at Crane Broo Peabody, MA 12,38: 42,29¢ 282 12,38 42,58( 54,96 8,23¢ 46,72¢ 30,44( 2004
Essex Plac Peabody, MA 4,64t 19,00° 11,75¢ 4,64t 30,76¢ 35,41: 4,208 31,20¢ — 2004
Avalon at Bedford Cente Bedford, MA 4,257 20,547 — 4,257 20,547 24,80¢ 2,97« 21,83( 15,87: 2005
Avalon Chestnut Hil Chestnut Hill, MA 14,57: 45,91: — 14,57 45,91: 60,48: 5,19( 55,29t 41,50: 2007
Avalon Shrewsbur Shrewsbury, MA 5,152 30,60¢ — 5,152 30,60¢ 35,76( 3,501 32,25¢ 21,13( 2007
Avalon Danvers Danvers, MA 7,00¢ 75,947 — 7,00¢ 75,947 82,95¢ 5,981 76,97¢ — 2006
Avalon Woburn Woburn, MA 20,64¢ 62,67¢ — 20,64¢ 62,67¢ 83,32° 6,02¢ 77,29¢ 55,80¢ 2007
Avalon at Lexington Hills Lexington, MA 8,54¢ 78,44( — 8,54¢ 78,44( 86,98¢ 5,27¢ 81,70¢ — 2007
Avalon Acton Acton, MA 13,12¢ 49,75¢ — 13,12¢ 49,75¢ 62,88! 3,041 59,84: 45,000 2007
Avalon Sharor Sharon, MA 4,71¢ 25,50z — 4,71¢ 25,50z 30,22: 1,37¢ 28,84 — 2007
Avalon at Center Plac Providence, R — 26,81¢ 2,721 — 29,537 29,53 13,09/ 16,44: — 1991/1997
Avalon at Hinghan Hingham, MA

Shipyard 12,20¢ 42,01 — 12,20¢ 42,018 54,22: 1,551 52,67( — 2009
Avalon Northborough Northborough, M# 3,30« 21,72¢ — 3,30« 21,72¢ 25,03( 32¢€ 24,70« — 2009
Avalon Blue Hills Randolph, MA 11,05 34,26¢ — 11,05! 34,26¢ 45,31¢ 54¢& 44,77: — 2009
Avalon Gates Trumbull, CT 4,41¢ 31,26¢ 2,03( 4,414 33,29¢ 37,71% 14,48: 23,23: 41,32: 1997
Avalon Glen Stamford, CT 5,95¢ 23,99¢ 2,617 5,95¢ 26,61( 32,56¢ 14,51% 18,05: — 1991
Avalon Springs Wilton, CT 2,11€ 14,66« 51¢ 2,11€ 15,18¢ 17,29¢ 6,711 10,58¢ — 1996
Avalon Valley Danbury, CT 2,271 23,78 38t 2,271 24,16¢ 26,44: 8,97( 17,47: — 1999
Avalon on Stamford Stamford, CT

Harbor 10,83¢ 51,98¢ 144 10,83¢ 52,13¢ 62,96¢ 13,97« 48,99¢ 65,69t 2003
Avalon New Canaa New Canaan, C’ 4,83¢ 19,48¢ 15C 4,83¢ 19,63¢ 24,46¢ 5,29¢ 19,17¢ — 2002
Avalon at Greyrock Plac Stamford, CT 13,81¢ 56,49¢ 52¢ 13,81¢ 57,02¢ 70,84« 14,76 56,08: 61,69( 2002
Avalon Danbury Danbury, CT 4,93% 30,58: 107 4,932 30,68¢ 35,62: 4,841 30,78( — 2005
Avalon Darien Darien, CT 6,92¢ 34,59: 78 6,92¢ 34,67 41,59¢ 7,571 34,027 51,17: 2004
Avalon Milford | Milford, CT 8,74¢ 22,69¢ 56 8,74¢ 22,75¢ 31,50: 4,44¢ 27,057 — 2004
Avalon Huntingtor Shelton, CT 5,04¢ 20,16¢ — 5,04¢ 20,16¢ 25,21« 77C 24,44: — 2008
Avalon Common Smithtown, NY 4,67¢ 28,50¢ 917 4,67¢ 29,42¢ 34,10t 12,48¢ 21,62: 55,10( 1997
Avalon Towers Long Beach, NY 3,11¢ 12,70¢ 5,761 3,11¢ 18,47¢ 21,59 8,20( 13,39« — 1990/199%
Avalon Court Melville, NY 9,22¢ 50,02: 1,162 9,22¢ 51,18: 60,41: 19,36 41,04¢ — 1997/200C
Avalon at Glen Cove Glen Cove, NY

South 7,871 59,96¢ 31z 7,871 60,28 68,15: 11,51¢ 56,63t — 2004
Avalon Pines | & II Coram, NY 8,70C 62,93: 81 8,70C 63,017 71,71% 9,957 61,75¢ — 2005
Avalon at Glen Cove Glen Cove, NY

North 2,571 37,33¢ 31 2,571 37,367 39,94« 3,447 36,49° — 2007
Avalon Cove Jersey City, N. 8,76( 82,45! 2,36¢ 8,76( 84,82 93,58 37,23 56,34¢ — 1997
Avalon at Edgewate Edgewater, N. 14,52¢ 60,24( 67C 14,52¢ 60,91( 75,43¢ 17,65( 57,78¢ 78,56¢ 2002
Avalon at Florham Par Florham Park, N 6,647 34,90¢ 562 6,647 35,46¢ 42,11¢ 11,52 30,59¢ — 2001
Avalon Lyndhurs! Lyndhurst, N 18,62: 62,36! — 18,62: 62,36¢ 80,98« 5,98¢ 74,99¢ — 2006
Avalon Run & Run Eas Lawrenceville, N. 14,65( 60,48¢ 1,58¢ 14,65( 62,07t 76,72¢ 12,20¢ 64,517 — 1996
Avalon Watch West Windsor, N 5,58¢ 22,39¢ 8,132 5,58¢ 30,52¢ 36,11: 14,12( 21,99: — 1988
Avalon at Freeholi Freehold, N. 4,11¢ 30,51« 19¢ 4,11¢ 30,707 34,82¢ 8,78¢ 26,03¢ 36,63( 2002
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Construction it Subsequent t Construction it Total Cost, Net o Year of
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Current Communitie City and stat¢ Land Improvement:  Constructior Land Improvement:  Total Depreciatior Depreciatior Encumbrance Acquisition
Avalon Run East | Lawrenceville, N 6,76¢€ 45,377 95 6,76¢ 45,47; 52,23t 8,30( 43,93¢ 39,25( 2003
Avalon at Tinton Fall: Tinton Falls, N< 7,93¢ 33,10¢ — 7,93¢ 33,10¢ 41,04t 1,74¢ 39,30( — 2007
Avalon Garden: Nanuet, NY 8,42¢ 45,66( 1,491 8,42¢ 47,15: 55,57¢ 19,57¢ 36,00¢ 66,237 1998
Avalon Greer Elmsford, NY 1,82( 10,52¢ 1,60¢ 1,82( 12,13: 13,95 5,85¢ 8,092 — 1995
Avalon Willow Mamaroneck, NY 6,207 40,79 605 6,207 41,39¢ 47,60 14,62 32,98 — 2000
The Avalon Bronxville, NY 2,88¢ 28,32¢ 36€ 2,88¢ 28,69( 31,57¢ 10,34¢ 21,23t — 1999
Avalon on the Soun New Rochelle, NY — 116,23¢ 1,11¢ — 117,35: 117,35 30,83¢ 86,52: — 2001
Avalon Riverview | Long Island City, N® — 94,16¢ 1,06¢ — 95,23¢ 95,23¢ 24,86¢ 70,36¢ — 2002
Avalon Bowery Place New York, NY 18,57¢ 73,55¢ 68C 18,57¢ 74,23t 92,81( 8,35¢ 84,45¢ 93,80( 2006
Avalon Riverview Nortr Long Island City, N® — 169,05 272 — 169,32¢ 169,32¢ 12,77¢ 156,55( — 2007
Avalon on the Sound Ez New Rochelle, NY — 179,42: 227 — 179,65: 179,65+ 13,75( 165,90: — 2007
Avalon Bowery Place | New York, NY 9,104 46,62¢ 34 9,10« 46,66: 55,76¢ 3,38¢ 52,38: 48,50( 2007
Avalon White Plains White Plains, NY 15,32¢ 135,10¢ — 15,32¢ 135,10¢ 150,43 3,33¢ 147,09! — 2009
Avalon Morningside Par New York, NY — 109,65« — — 109,65« 109,65¢ 4,35¢€ 105,29¢ 100,00( 2009
Avalon Charles Pon Coram, NY 14,71¢ 33,35¢ — 14,71¢ 33,35¢ 48,07¢ 75¢ 47,32( — 2009
Avalon at Fairway Hills | Columbia, MD

11, &Nl 8,60: 34,43: 9,91 8,60 44,34% 52,94¢ 20,007 32,94! — 1987/199¢
Avalon Symphony Columbia, MD

Woods (SGlen 1,59« 6,38¢ 5,85( 1,59« 12,23« 13,82¢ 4,88( 8,94¢ 9,78( 1986
Avalon Symphony Columbia, MD

Woods (SGate 7,207 29,15 5,39¢ 7,207 34,54t 41,75: 3,201 38,54t — 1986/200¢
Avalon at Foxhal Washington, DC 6,84¢ 27,61« 10,62« 6,84¢ 38,23t 45,08¢ 18,06¢ 27,01¢ 59,01( 1982
Avalon at Gallery Place Washington, DC 8,80( 39,73 514 8,80( 40,24t 49,04 9,641 39,40« 45,85( 2003
Avalon at Decoverly Rockville, MD 11,865 49,68¢ 1,97¢ 11,86¢ 51,65¢ 63,52¢ 15,96¢ 47,55¢ — 1991/199%
Avalon Fields | Gaithersburg, ML 2,60¢ 11,707 22¢€ 2,60¢ 11,93¢ 14,54 577 8,76¢ 9,71« 1996
Avalon Fields Il Gaithersburg, MC 1,43¢ 6,84¢ 48 1,43¢ 6,894 8,33¢ 2,811 5,522 — 1998
Avalon at Rock Sprini North Bethesda, Ml — 81,79¢ 79C — 82,58¢ 82,58¢ 19,88( 62,70¢ — 2003
Avalon at Grosvenor North Bethesda, MI

Station 29,15¢ 53,00 29z 29,15¢ 53,29¢ 82,45; 11,57: 70,88: — 2004
Avalon at Traville North Potomac, ML 14,36¢ 55,39¢ 33¢ 14,36¢ 55,737 70,10: 11,75¢ 58,34¢ 77,70( 2004
Avalon Fair Lakes Fairfax, VA 6,09¢ 24,40( 7,39( 6,09¢ 31,79( 37,88¢ 12,04¢ 25,84( — 1989/199¢
Avalon at Ballston — Arlington, VA

Washington Tower 7,291 29,177 2,741 7,291 31,92¢ 39,21t 16,97( 22,24¢ — 1990
Avalon at Cameron Cou Alexandria, VA 10,29: 32,93( 1,36( 10,29: 34,29( 44,58 13,84« 30,73¢ 94,57 1998
Avalon at Providence Fairfax, VA

Park 2,152 8,907 88: 2,152 9,79( 11,94: 4,32( 7,622 — 1988/1997
Avalon Crescen McLean, VA 13,85 43,397 67: 13,85: 44,07( 57,92: 19,07: 38,85( 110,60( 1996
Avalon at Arlington Arlington, VA

Square 22,04: 90,29¢ 1,34z 22,04: 91,63¢ 113,67¢ 26,83" 86,84: 170,12! 2001
Avalon Knoll Germantown, MC 1,412 5,67% 1,91¢ 1,41z 7,591 9,00% 4,84¢ 4,15¢ — 1985
Avalon at Danada Farn Wheaton, IL 7,53¢ 31,29¢ 1,19¢ 7,563t 32,49t 40,03( 13,15( 26,88( — 1997
Avalon at Stratford Gree Bloomingdale, IL 4,32¢ 17,56¢ 35¢ 4,32¢ 17,92 22,25% 7,381 14,87 — 1997
Avalon Arlington Height:  Arlington Heights, Il 9,75(C 39,66: 7,57¢ 9,75( 47,23t 56,98¢ 14,04: 42,948 — 1987/200C
Avalon Redmond Plac Redmond, WA 4,55¢ 18,36¢ 8,99¢ 4,55¢ 27,36¢ 31,92: 9,63( 22,29: — 1991/1997
Avalon at Bear Cree Redmond, WA 6,78¢ 27,64: 1,85¢ 6,78¢ 29,49° 36,28! 11,30« 24,97¢ — 1998
Avalon Bellevue Bellevue, WA 6,66¢ 24,11¢ 31C 6,66¢ 24,42¢ 31,09¢ 7,790 23,30¢ 26,69¢ 2001
Avalon RockMeadov Bothell, WA 4,771 19,74: 51z 4,777 20,25t 25,03: 6,77¢ 18,25¢ — 2000
Avalon WildReec Everett, WA 4,252 18,67¢ 20z 4,25¢ 18,87¢ 23,13 6,26¢ 16,86¢ — 2000
Avalon HighGrove Everett, WA 7,56¢ 32,04 332 7,56¢ 32,37¢ 39,94: 10,32° 29,61¢ — 2000
Avalon ParcSquar Redmond, WA 3,78¢ 15,14¢ 607 3,78¢ 15,75¢ 19,54: 5,267 14,27¢ — 2000
Avalon Brandemoo Lynwood, WA 8,60¢ 36,67¢ 404 8,60¢ 37,08! 45,69 11,437 34,25¢ — 2001
Avalon Belltown Seattle, WA 5,644 12,738 122 5,64« 12,85¢ 18,49¢ 3,94i 14,55: — 2001
Avalon Meydenbaue Bellevue, WA 12,65« 76,71: — 12,65« 76,71: 89,36¢ 4,345 85,01¢ — 2008
Avalon Fremon Fremont, CA 10,74¢ 43,39¢ 3,16¢ 10,74¢ 46,56% 57,31: 18,92: 38,39( — 1994
Avalon Dublin Dublin, CA 5,27¢ 19,64: 3,77¢ 5,27¢ 23,41¢ 28,69¢ 9,31¢ 19,37¢ — 1989/1997
Avalon Pleasanto Pleasanton, C, 11,61C 46,55: 7,86¢ 11,61( 54,41¢ 66,02¢ 21,58: 44,44% — 1988/1994
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Progress & Acquisition / Progress & Accumulatec Accumulatec Completion
Land Improvements Constructior Land Improvements Total Depreciatior Depreciatior Encumbrance Acquisition
4,24¢ 16,82( 1,85¢ 4,24¢ 18,67¢ 22,92¢ 7,781 15,14 — 1973/199¢
11,32« 45,717 5,14¢ 11,32« 50,86¢ 62,19( 21,66¢ 40,52¢ 33,10( 1985/198¢
6,581 26,58¢ 3,32¢ 6,581 29,91% 36,49! 12,69( 23,80% — 1985/199¢
10,05¢ 74,29¢ 24 10,05¢ 74,32: 84,38( 4,782 79,59¢ — 2006
14,73: 104,004 — 14,73: 104,00¢ 118,74( 1,41¢ 117,32: — 2009
4,230 9,65¢ 15,25 4,23( 24,91: 29,14: 9,49¢ 19,647 — 1972/1997
5,40 21,567 1,222 5,402 22,78¢ 28,19: 9,23( 18,96: 20,80( 1990/199%
5,98: 16,88t 10,23t 5,982 27,11¢ 33,10( 11,722 21,37¢ — 1973/199¢
7,852 31,44t 4,89¢ 7,852 36,33¢ 44,19: 14,20z 29,98¢ — 1973/199¢
9,15¢ 57,63: 26¢ 9,15¢ 57,90( 67,05t 20,40¢ 46,647 — 1999
6,12¢ 24,79¢ 1,56( 6,12¢ 26,35¢ 32,48 10,72¢ 21,75% 17,60( 1971/199¢
3,561 21,32: 4,00¢ 3,561 25,32¢ 28,89( 10,77¢ 18,11 — 1961/199¢
4,72¢ 19,13( 5,077 4,72¢ 24,207 28,93! 8,721 20,20¢ — 1972/199<
14,02¢ 78,45; 667 14,02¢ 79,11¢ 93,14¢ 19,00¢ 74,14% 73,26¢ 2003
28,68¢ 118,22° — 28,68¢ 118,22° 146,91¢ 1,57¢ 145,33¢ — 2009
11,83( 47,82¢ 1,01« 11,83( 48,84: 60,67 19,29t 41,377 38,80( 1995
9,38¢ 38,79: 4,69¢ 9,38¢ 43,49( 52,87« 16,36¢ 36,50 13,96 1985/199¢
6,11¢ 50,23( 59C 6,11¢ 50,82( 56,93¢ 18,997 37,94: 53,98( 1999
15,81« 62,02¢ 2,13( 15,81« 64,15¢ 79,97 25,02: 54,95( — 1997/199¢
20,71% 99,57¢ 3,241 20,71% 102,81« 123,52° 40,87« 82,65¢ 150,00( 1997
9,75¢ 39,39! 9,73¢ 9,75¢ 49,12¢ 58,88! 17,19¢ 41,687 18,30( 1986
6,54¢ 26,30: 10,81( 6,54¢ 37,11: 43,657 14,25¢ 29,39¢ — 1962/1997
4,76t 47,60( 382 4,76t 47,98: 52,747 12,627 40,12( — 2002
9,56( 56,13¢ 11¢ 9,56( 56,25: 65,81: 15,44( 50,37: — 2002
3,53¢ 14,25¢ 21z 3,53¢ 14,46¢ 18,00¢ 1,232 16,77¢ — 2007
1,97¢ 3,814 4,652 1,97¢ 8,46¢ 10,44: 3,45( 6,991 — 1956/199¢
2,517 9,257 2,34¢ 2,51% 11,60: 14,12( 5,01¢ 9,10¢ 7,63t 1984/199¢
4,70¢ 16,06¢ 5,25¢ 4,70¢ 21,31¢ 26,027 9,051 16,97¢ — 1973/199¢
4,601 16,91: 3,00¢ 4,601 19,92( 24,527 8,27¢ 16,25 — 1990/1997
4,871 19,74t 8,617 4,871 28,36: 33,23! 11,173 22,05¢ — 1971/1997
7,92( 44,82: — 7,92( 44,82: 52,74: 2,46¢ 50,27+ — 2007
27,85% 69,18¢ 77z 27,85¢ 69,96( 97,81% 1,88( 95,93t — 2009
9,92: 40,63¢ 16,33: 9,92: 56,96¢ 66,88t 21,98¢ 44,897 — 1969/1997
2,71C 10,92« 9,032 2,71C 19,95¢ 22,66¢ 8,27¢ 14,38¢ — 1960/1997
2,76¢ 20,13¢ 11,84% 2,76¢ 31,977 34,74t 12,52¢ 22,22( — 1973/199¢
19,627 44,91% — 19,62 44,91% 64,54( 1,82t 62,717 — 2008
22,48:¢ 28,10« 27,13¢ 22,48! 55,24; 77,72¢ 20,88¢ 56,84( — 1961/1997
23,82¢ 40,37: 43,70 23,82¢ 84,07! 107,90: 21,29¢ 86,60: — 1989/1997
7,04t 12,98¢ 7,53¢ 7,04t 20,51¢ 27,56 9,012 18,55 — 1979/199¢
— 41,43¢ 13¢ — 41,567 41,567 9,35( 32,210 — 2003
14,05¢ 56,821 20,77¢ 14,05¢ 77,60( 91,65! 15,26¢ 76,38¢ 29,387 1988/200z
8,441 40,29: — 8,441 40,29: 48,73t 5,20t 43,53t — 2006
5,45¢ 41,182 23t 5,45¢ 41,41° 46,87¢ 3,70¢ 43,16¢ — 2007



Angeles,

Avalon Encino CA 12,78¢ 48,86¢ 161 12,78¢ 49,027 61,81¢ 1,95¢ 59,86( — 2008
1,138,79 5,796,63: 420,83 1,138,79 6,217,46 7,356,26. 1,493,63 5,862,63: 2,072,28
Developmen
Communities
Avalon Irvine Irvine, CA 6,75( 46,41¢ 22,93¢ 6,75( 69,35¢ 76,10« 56€ 75,53¢ — N/A
Avalon Walnut Walnut
Creek Creek, CA — 37¢ 98,45( — 98,82( 98,82( — 98,82( 137,50( N/A
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Progress & Acquisition / Progress & Accumulatec Accumulatec Completion
Current Communitie City and statt Land Improvement: Constructior Land Improvement Total Depreciatior Depreciatior Encumbrance Acquisition
Avalon Norwalk Norwalk, CT — 15¢ 50,61% — 50,77: 50,77 — 50,77 — N/A
Avalon Fort Green Brooklyn, NY 10,42¢ 29,56: 219,68 10,42¢ 249,24¢ 259,67: 83 259,58¢ — N/A
Avalon Towers Bellevue, WA
Bellevue — 35C 73,44¢ — 73,79¢ 73,79¢ — 73,79¢ — N/A
Avalon Northborough Northborough, MA
1l — 184 18,717 — 18,90: 18,90: — 18,90: — N/A
Avalon at West Long  West Long Branch, P
Branch — — 2,21¢ — 2,21¢ 2,21¢ — 2,21¢ — N/A
17,170 77,04: 486,07: 17,178 563,11 580,28t 64¢ 579,63 137,50(
Land held for
developmen 237,09 — — 237,09 — 237,09 — 237,09 107,06:
Corporate Overhee 103,65t 39,63! 43,15¢ 103,65¢ 82,79 186,44 32,32¢ 154,12; 1,658,02!
$1,496,72 $5,913,30 $950,06: $1,496,72. $6,863,37! $8,360,09 $1,526,60- $6,833,48' $3,974,87.
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AVALONBAY COMMUNITIES, INC.
REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2009
(Dollars in thousands)

Amounts include real estate assets held for sale.

Depreciation of AvalonBay Communities, Inc. builginmprovements, upgrades and furniture, fixtures equipment (FF&E) is calculated over the follogviseful

lives, on a straight line basis:

Building — 30 years

Improvements, upgrades and FF&E — not to exceeglrsy

The aggregate cost of total real estate for fedecalme tax purposes was approximately $8,179,00@eember 31, 2009.
The changes in total real estate assets for thws gealed December 31, 2009, 2008 and 2007 ardl@sso

Years ended December %

2009 2008 2007
Balance, beginning of peric $8,002,48 $7,556,74! $6,615,59:
Acquisitions, construction costs and improvem 493,19¢ 757,83} 1,097,95!
Dispositions, including impairment loss on planéghositions (135,59) (312,08f) (156,817)
Balance, end of peric $8,360,09 $8,002,48 $7,556,741
The changes in accumulated depreciation for thesyeaded December 31, 2009, 2008 and 2007, adl@ss:
Years ended December &
2009 2008 2007
Balance, beginning of peric $1,352,74. $1,259,55! $1,105,23.
Depreciation, including discontinued operati 218,28t 199,45: 180,69
Dispositions (44,420 (106,26¢) (26,370)
Balance, end of peric $1,526,60. $1,352,74 $1,259,55!
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ARTICLE |
MEETINGS OF STOCKHOLDERS

1.01 PLACE All meetings of the holders (the “Stockholdersfhe issued and outstanding common stock anépesf stock of AvalonBay Communities, Inc. (the
“Corporation”) shall be held at the principal extee office of the Corporation or such other plaseshall be set by the Board of Directors and dtat¢éhe notice of the
meeting.

1.02 ANNUAL MEETINGS. An annual meeting of the Stockholders for thet@e of directors of the Corporation (“Directorsihd the transaction of such other
business as may be properly brought before theimgeshall be held on the date and at the time wéhd Board of Directors. Failure to hold an anmaakting shall not
invalidate the Corporation’s existence or affegt atherwise valid acts of the Corporation.

1.03 MATTERS TO BE CONSIDERED AT ANNUAL MEETIE .

(a) A proposal of business to be considday the Stockholders may be made at an annudingexé Stockholders (i) pursuant to the Corponaismnotice of
meeting, (ii) by or at the direction of the BoarfdDorectors or (iii) by any Stockholder who was @&holder of record of a class of stock of theg@oation (“Stock”)
entitled to vote on the matter being proposed (Aha time of giving of notice provided for in tHsection 1.03, (B) as of the record date for theuahmeeting in
question and (C) at the time of such annual megéind who complied with this Section 1.03. For @posal of business to be properly brought beforarenual meeting
by a Stockholder, the Stockholder must have giiraaly notice thereof in writing to the Secretarytloé Corporation, such business must otherwisedregger matter
for action by the Stockholders and such Stockhatdest be present in person or by proxy at the drmeating.

To be timely, a Stockholdsmotice shall set forth all information requiratter this Section 1.03 and be delivered to theeSagr at the principal executive offi
of the Corporation not earlier than the 25@ay nor later than 5:00 p.m., Eastern Time, orll#@h day prior to the first anniversary of the datehaf proxy statement
for the preceding year’s annual meeting (the “No#aniversary Date”); providedhowever, that in the event that the date of the annuatimgeés advanced or delayed
by more than thirty (30) days from the first anmgsagy of the date of the preceding year’s annuatmg, notice by the Stockholder to be timely muestso delivered not
earlier than the 150 day prior to the date of such annual meeting andater than 5:00 p.m., Eastern Time, on the latéhe 120" day prior to the date of such annual
meeting or the tenth (10) day following the day on which public announcemn&fithe date of such annual meeting is first m3de public announcement of a
postponement or an adjournment of an annual mestialj not commence a new time period for the gj\aha stockholder’s notice as described above.

For purposes of these Bylaws, “publicamtement” shall mean disclosure in a (i) pressass reported by the Dow Jones News Service, AgeddPress,
Business Wire, PR Newswire or other widely circethhews or wire service, (i) document publicledilby the Corporation with the Securities and Erglea
Commission pursuant to the Securities Exchange




Act of 1934, as amended (the “Exchange Act”), iy Iétter or report sent to Stockholders of recofdhe Corporation entitled to vote at the meeting
(b) A Stockholder’s notice to the Seargshall set forth:

(i) as to any business thatSteckholder proposes to bring before the annuatimg, a description of such business, the Stoddrt reasons for proposil
such business at the annual meeting and any niateeigest in such business of such StockholdemgrStockholder Associated Person (as defined Belodividually
or in the aggregate, including any anticipated fetethe Stockholder or any Stockholder Assodd®erson therefrom;

(i) as to the Stockholder giyithe notice and any Stockholder Associated Person

(A) the class, series anthber of all shares of Stock or other securitfeddb® Corporation or any affiliate thereof (collieely, the “Company
Securities”), if any, which are owned (beneficiadlyof record) by such stockholder or Stockholdssdéciated Person, the date on which each such Gyngegcurity
was acquired and the investment intent of suchiaitigun, and any short interest (including any ogpoity to profit or share in any benefit from atigcrease in the pri
of such stock or other security) in any Companyuiges of any such person,

(B) the nominee holder, #nd number of, any Company Securities owned b@akdf but not of record by such Stockholder oo&holder Associated
Person,

(C) whether and the extentvhich such Stockholder or Stockholder Assodiderson, directly or indirectly (through brokereminees or otherwise), is
subject to or during the last six months has engj@yeany hedging, derivative or other transactioseries of transactions or entered into any aigezement,
arrangement or understanding (including any simberést, any borrowing or lending of securitiesuioy proxy or voting agreement), the effect or intgrwhich is to
(I) manage risk or benefit of changes in the patéx) Company Securities or (y) any security of @mtity that was listed in the Peer Group in theck Performance
Graph in the most recent annual report to sechdtglers of the Corporation (a “Peer Group Compafysuch stockholder or Stockholder Associatecg®eor (1)
increase or decrease the voting power of such stdd&r or Stockholder Associated Person in the Qatpn or any affiliate thereof (or, as applicaleany Peer
Group Company) disproportionately to such persentomic interest in the Company Securities (ogpsicable, in any Peer Group Company); and

(D) any substantial insgrelirect or indirect (including, without limitath, any existing or prospective commercial, busir@scontractual relationship
with the Corporation), by security holdings or athise, of such Stockholder or Stockholder Assodidterson, in the Corporation or any affiliate tiogrether than an
interest arising from the ownership of Company $iées where such Stockholder or Stockholder Assted Person
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receives no extra or special benefit not sharea o ratabasis by all other holders of the same class @eser

(iii) as to the Stockholder igiy the notice and any Stockholder Associated Pensth an interest or ownership referred to in skgi) of this paragraph
(b) of this Section 1.03,

(A) the name and addrdssioh Stockholder, as they appear on the Cormoratstock ledger, and the current name and busagdress, if different, of
each such Stockholder Associated Person and

(B) the investment strgteg objective, if any, of such Stockholder andhesach Stockholder Associated Person who is natdividual and a copy of
the prospectus, offering memorandum or similar doent, if any, provided to investors or potentialdstors in such Stockholder and each such Stockh@issociated
Person; and

(iv) to the extent known by tB®ckholder giving the notice, the name and addoésny other stockholder supporting the propfmdbusiness on the date
of such Stockholder’s notice.

For purposes of these Bylaws, “Shmitter Associated Person” of any Stockholder shathn (i) any person acting in concert with suclcigtolder, (i) any
beneficial owner of shares of stock of the Corgoradwned of record or beneficially by such Stodkleo (other than a stockholder that is a deposjitangl (iii) any
person that directly, or indirectly through onenwore intermediaries, controls, or is controlled dayis under common control with, such Stockholtesuch Stockholde
Associated Person.

(c) If information submitted pursuantiis Section 1.03 by any Stockholder proposingress at an annual meeting of Stockholders shafidweurate in any
material respect, such information may be deemétbrftave been provided in accordance with thigi®ed.03. Any such Stockholder shall notify ther@aration of
any inaccuracy or change (within two Business Qagsdefined below) of becoming aware of such inesyuor change) in any such information. Upon writtequest
by the Secretary or the Board of Directors, anynsstockholder shall provide, within five (5) BusaseDays after delivery of such request (or suckrgieriod as may |
specified in such request), (i) written verificatjsatisfactory, in the discretion of the Boardafectors or any authorized officer of the Corp@naj to demonstrate the
accuracy of any information submitted by the Stadttbr pursuant to this Section 1.03, and (ii) atemn update of any information submitted by thecBtmlder pursual
to this Section 1.03 as of an earlier date. Ifactolder fails to provide such written verificatior written update within such period, the infotima as to which writte
verification or a written update was requested b@yleemed not to have been provided in accordaiticghis Section 1.03.

(d) Only such business shall be conduateh annual meeting of Stockholders as shall haea brought before the meeting in accordancetiviiprocedures s
forth in this Section 1.03. The Presiding Officas @efined in Section 1.10 hereof) of the meetiradl $1ave the power to determine whether any bssipeoposed to be
brought before the meeting was proposed in accogda#ith this Section 1.03.
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(e) Notwithstanding the foregoing prowiss$ of this Section 1.03, a Stockholder shall atsoply with all applicable requirements of state End of the Exchange
Act and the rules and regulations thereunder veiipect to the matters set forth in this SectioB.IN®thing in this Section 1.03 shall be deemealfffiect any right of a
Stockholder to request inclusion of a proposahaor,the right of the Corporation to omit a propdsain, the Corporation’s proxy statement pursuarRtle 14a-8 (or
any successor provision) under the Exchange Act.

(f) This Section 1.03 shall not prevére tonsideration and approval or disapproval aatireial meeting of reports of officers, Directonsl @ommittees of the
Board of Directors, but in connection with suchagg, no new business shall be acted upon at sunlmhmeeting except in accordance with the promsf this
Section 1.03.

1.04 SPECIAL MEETINGS

(a) The Chairman of the Board of Direstdhe Chief Executive Officer, the President erBoard of Directors may call special meetingshef $tockholders. In
addition, subject to subsection (b) of this Secfidi™, the Secretary of the Corporation shall zalpecial meeting of the Stockholders to act onraatfer that may
properly be considered at a meeting of the Stocldrslupon the written request of Stockholdersledtib cast a majority of all the votes entitlecd®cast on such
matter at such meeting.

(b) (1) Any Stockholder of record seekindhave Stockholders request a special meetirlg bigasending written notice to the Secretary (tRecord Date
Request Notice”) by registered mail, return receggiuested, request the Board of Directors to fiecard date to determine the Stockholders entileéquest a special
meeting (the “Request Record Date”). The Recora Batquest Notice shall set forth the purpose ofrteeting and the matters proposed to be acted suchtmeeting,
shall be signed by one or more Stockholders ofrceas of the date of signature (or their agentg duthorized in a writing accompanying the RecoedeDRequest
Notice), shall bear the date of signature of eaclh Stockholder (or such agent) and shall set fatimformation relating to each such Stockholded each matte
proposed to be acted on at the meeting that wailgdpuired to be disclosed in connection with tieation of proxies for the election of Directoin an election
contest (even if an election contest is not invd)yer would otherwise be required in connectiothvguch a solicitation, in each case pursuant guR&on 14A (or an'
successor provision) under the Exchange Act. Upoaiving the Record Date Request Notice, the BoiRirectors may fix a Request Record Date. Theurst)
Record Date shall not precede and shall not be thareten (10) days after the close of businegh@udate on which the resolution fixing the ReqirRestord Date is
adopted by the Board of Directors. If the Boardokctors, within fifteen (15) days after the datewhich a valid Record Date Request Notice isiveck fails to adopt
a resolution fixing the Request Record Date, thguRst Record Date shall be the close of businesisedfifteenth (18") day after the first date on which the Record
Date Request Notice is received by the Secretary.

(2) In order for any Stockholderéguest a special meeting to act on any mattemthgtproperly be considered at a meeting of stddiens, one or more
written requests for a special meeting (collectivéte “Special Meeting Request”) signed by
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Stockholders of record (or their agents duly au#satin a writing accompanying the request) ahefRequest Record Date entitled to cast not lessdhmajority of all
of the votes entitled to be cast on such mattsuel meeting (the “Special Meeting Percentage”) bleadelivered to the Secretary. In addition, 8pecial Meeting
Request shall (i) set forth the purpose of the mgetnd the matters proposed to be acted on atreeeting (which shall be limited to those lawfulttees set forth in tt
Record Date Request Notice received by the Segjefdy bear the date of signature of each sudtigtolder (or other agent) signing the Special itgeRequest,

(iii) set forth (A) the name and address, as thgpear in the Corporatiosi'stock ledger, of each Stockholder signing sugbest (or on whose behalf the Special Me¢
Request is signed), (B) the class, series and nuafladl shares of Stock of the Corporation whick awned (beneficially or of record) by such Staakler and (C) the
nominee holder for, and number of, shares of Stdtke Corporation owned beneficially but not afeed by such Stockholder, (iv) be sent to the Saryéy registere
mail, return receipt requested and (v) be recebsethe Secretary within sixty (60) days after tregRest Record Date. Any requesting Stockholdeagent duly
authorized in a writing accompanying the revocatiothe Special Meeting Request) may revoke hisphés request for a special meeting at any tayevritten
revocation delivered to the Secretary.

(3) The Secretary shall inform thquesting Stockholders of the reasonably estin@ietlof preparing and delivering the notice ofrieeting (including the
Corporation’s proxy materials). The Secretary shatlbe required to call a special meeting upori8tolder request and such meeting shall not bedrdiks, in
addition to the documents required by paragraplof(#)is Section 1.04(b), the Secretary receivegnaamt of such reasonably estimated cost prioregtieparation and
mailing or delivery of such notice of the meeting.

(4) In the case of any special nmeptalled by the Secretary upon the request ofkBtiders (a “Stockholder-Requested Meeting”), soeeting shall be held
at such place, date and time as may be designgtide lBoard of Directors; providechowever, that the date of any Stockholder-Requested Mgstirall be not more
than ninety (90) days after the record date fohsueeting (the “Meeting Record Date”); and providiedher that if the Board of Directors fails tosignate, within
fifteen (15) days after the date that a valid Saledieeting Request is actually received by the &acy (the “Delivery Date”), a date and time fd8t@ckholder-
Requested Meeting, then such meeting shall bediedd0 p.m. local time on the ninetieth @Pday after the Meeting Record Date or, if suctetieth (90h) day is
not a Business Day, on the first preceding Busilbesg and provided further that in the event thatBoard of Directors fails to designate a placeaf§tockholder
Requested Meeting within fifteen (15) days after Belivery Date, then such meeting shall be hettieprincipal executive office of the Corporatitmfixing a date fo
any special meeting, the Chairman of the Boardicéd®ors, the President, the Chief Executive Offimethe Board of Directors may consider such facss he, she or
deems relevant, including, without limitation, theture of the matters to be considered, the factacumstances surrounding any request for thetingeand any plan
of the Board of Directors to call an annual meeting special meeting. In the case of any StocldrdRquested Meeting, if the Board of Directors feilix a Meeting

Record Date that is a date within thirty (30) dafter the Delivery Date, then the close of busimesthe thirtieth (30") day after the Delivery Date shall be the Meeting

Record Date. The Board of Directors
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may revoke the notice for any Stockholder-Requebtesting in the event that the requesting stockérsidail to comply with the provisions of paragrd@h of this
Section 1.04(b).

(5) If written revocations of thee®jal Meeting Request have been delivered to ticeeBey and the result is that Stockholders of mé€or their agents duly
authorized in writing), as of the Request RecorteDantitled to cast less than the Special MedRiaigentage have delivered, and not revoked, rejfersa special
meeting to the Secretary: (i) if the notice of theeting has not already been delivered, the Segrstall refrain from delivering the notice of timeeting and send to all
requesting Stockholders who have not revoked sepheasts written notice of any revocation of a ref@ the special meeting, or (i) if the notideneeeting has been
delivered and if the Secretary first sends toeduesting Stockholders who have not revoked regdiest special meeting on a matter written nadicany revocation ¢
a request for the special meeting and written eaticthe Corporation’s intention to revoke the cetf the meeting or for the Presiding Officer dijoairn the meeting
without action on the matter, (A) the Secretary meyoke the notice of the meeting at any time efen days before the commencement of the meaeti(i) the
Presiding Officer may call the meeting to order adgburn the meeting without acting on the ma#ery request for a special meeting received aft@vacation by the
Secretary of a notice of a meeting shall be comsdla request for a new special meeting.

(6) The Chairman of the Board ofdgiors, the President, the Chief Executive Offarethe Board of Directors may appoint regionallynationally recognized
independent inspectors of elections to act asdkataf the Corporation for the purpose of promptyforming a ministerial review of the validity afy purported
Special Meeting Request received by the Secreffanythe purpose of permitting the inspectors tdquer such review, no such purported Special Meeleguest shall
be deemed to have been delivered to the Secretéitghe earlier of (i) five (5) Business Days afteceipt by the Secretary of such purported retcauas (ii) such date
as the independent inspectors certify to the Cattjpmor that the valid requests received by the $agreepresent, as of the Request Record Dateklsititers of record
entitled to cast not less than the Special MedRegentage. Nothing contained in this paragrapkh@é) in any way be construed to suggest or intpdy the
Corporation or any Stockholder shall not be erditke contest the validity of any request, whethairdy or after such five (5) Business Day periadioatake any other
action (including, without limitation, the commemeent, prosecution or defense of any litigation wébpect thereto, and the seeking of injunctiviefrel such
litigation).

(7) For purposes of these BylawgjsiBess Dayshall mean any day other than a Saturday, a Sudayay on which banking institutions in the Stté&lew
York are authorized or obligated by law or execaitivder to close.

1.05 NOTICE Not fewer than ten (10) nor more than ninety @&ys before the date of each meeting of Stockmldee Secretary shall give to each Stockholder
entitled to vote at such meeting and to each Stldkeh not entitled to vote who is entitled to netaf the meeting notice in writing or electroniartsmission, stating the
time and place of the meeting and, in the casespkaial meeting or as otherwise may be requireginlyystatute, the purpose for which the meetirmgiled. A single
notice to all Stockholders who share an addredslshaffective as to any Stockholder at such agklreho consents to such notice or after having hetfied
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of the Corporatiors intent to give a single notice fails to objectiriting to such single notice within sixty (60)yda Failure to give notice of any meeting to onenore
Stockholders, or any irregularity in such notideglsnot affect the validity of any meeting fixedaccordance with these Bylaws, or the validitaioy proceedings at

any such meeting. The Corporation may postponamcel a meeting of Stockholders by making a puiicouncement of such postponement or cancellationtp the
meeting. Notice of the date to which the meetingastponed shall be given not less than ten dagstorsuch date and otherwise in the manner s#t fio this section.

1.06 SCOPE OF NOTICHNo business shall be transacted at a speciaimgestStockholders except such business thatdsifigally designated in the notice of the
meeting. Subject to the provisions of Section 108, business of the Corporation may be transadtéte annual meeting without being specificallgigeated in the
notice, except such business as is required byt@tyte to be stated in such notice.

1.07. QUORUM At any meeting of Stockholders, the presenceeirsgn or by proxy of Stockholders entitled to @stajority of all the votes entitled to be cast at
such meeting on any matter shall constitute a quphwt this Section 1.07 shall not affect any regmient under any statute or the charter of the @atjon, as
amended from time to time (the “Charter”), for trate necessary for the adoption of any measurboifiever, such quorum shall not be present at asting of
Stockholders, the Presiding Officer may adjournrtfeeting from time to time to a date not more th2@ days after the original record date withoutagobther than
announcement at the meeting. At such adjournedingeat which a quorum shall be present, any businesy be transacted which might have been trardsatthe
meeting as originally notified. The Stockholderegant either in person or by proxy, at a meetinghvhas been duly called and at which a quorumeséablished, me
continue to transact business until adjournmentyitiostanding the withdrawal of enough Stockholderkeave fewer than were required to establishaum.

1.08 VOTING. A majority of the votes cast at a meeting of 8tmiders duly called and at which a quorum is preskall be sufficient to take or authorize action
upon any matter which may properly come beforenteeting, unless more than a majority of the voéss is specifically required by statute, the Chastehese
Bylaws. Unless otherwise provided by statute othigyCharter, each outstanding share (a “ShafeSfock of the Corporation, regardless of clakallde entitled to on
vote on each matter submitted to a vote at a ngeefistockholders. Any holder of shares entitlesldt® on any matter may vote part of the sharéaviar of the
proposal and refrain from voting the remaining ekasr, other than elections to office, vote theirzss the proposal but, if the Stockholder failspecify the number
shares such Stockholder is voting affirmativelyghall be conclusively presumed that the Stockhtddmproving vote is with respect to all votesisatockholder is
entitled to cast. Shares of its own Stock direotlyndirectly owned by the Corporation shall notm¢ed at any meeting and shall not be counteeiarthining the total
number of outstanding Shares entitled to vote gigaren time, but Shares of its own voting StocldHhgy it in a fiduciary capacity may be voted ahdlsbe counted in
determining the total number of outstanding Shatesy given time. Notwithstanding anything elsetamed in these Bylaws, the rights of any clasatess
Stock” (as such term is defined in the Charter) tedrights of holders of any class of Excess Stbekl be limited to the rights with respect thergtovided in the
Charter. Notwithstanding

-7-




the foregoing, the affirmative vote of holders tiages entitled to cast a majority of all of theaementitled to be cast in the election of Directrall be required to elect
a Director. Each share may be voted for as mariyithehls as there are directors to be elected and/fiose election the share is entitled to be voted

1.09 PROXIES A Stockholder may cast the votes entitled tods by the holder of the Shares owned of recorth&éystockholder in person or by proxy execute
the Stockholder or by the Stockholder’s duly auttest agent in any manner permitted by law. Suclkypoo evidence of authorization of such proxy shalffiled with
the Secretary of the Corporation before or atithe bf the meeting. No proxy shall be valid morartieleven (11) months after its date unless otlserpiovided in the
proxy.

1.10 CONDUCT OF MEETINGS

(a) The Chairman or, in the absence ®@Ghairman, the Chief Executive Officer or, in giEsence of both the Chairman and the Chief Exex@fficer, the
President, or, in the absence of all of the fonegaifficers, a presiding officer appointed by theaBl of Directors, shall preside over meetingshef$tockholders. The
Secretary of the Corporation, or, in the absendeefSecretary and Assistant Secretaries, theithdiVappointed by the presiding officer (the “Rdexy Officer”) of the
meeting shall act as secretary of such meetingedsnvtherwise approved by the Presiding Officéendince at a meeting of Stockholders is restrict&tockholders «
record, persons authorized in accordance with &edti09 to act by proxy, and officers of the Cogtian.

(b) The order of business and all othatters of procedure at any meeting of Stockholdeadl be determined by the Presiding Officer. Theskling Officer may
prescribe such rules, regulations and procedurés$adke such action as, in the discretion of theiBiieg Officer and without any action by the Stockters, are
appropriate for the proper conduct of the meetimguding, without limitation, (i) restricting adssion to the time set for the commencement of thetimg; (i) limiting
attendance at the meeting to Stockholders of reaftite Corporation, their duly authorized proxésl such other individuals as the Presiding Offinay determine;
(iii) limiting participation at the meeting on amyatter to Stockholders of record of the Corporaéatitled to vote on such matter, their duly auithent proxies and othu
such individuals as the Presiding Officer may datee; (iv) limiting the time allotted to questions comments; (v) determining when and for how Itimg polls should
be opened and when the polls should be closedm@iftaining order and security at the meeting) (eimoving any Stockholder or any other individudilo refuses to
comply with meeting procedures, rules or guideliagset forth by the Presiding Officer; (viii) ctuing a meeting or recessing or adjourning thetimgeo a later date
and time, and at a place announced at the meatiuy(ix) complying with any state and local lawsl aegulations concerning safety and security. Untgherwise
determined by the Presiding Officer, meetings otBholders shall not be required to be held in edaxoce with the rules of parliamentary procedure.

1.11 TABULATION OF VOTES At any annual or special meeting of Stockholdtérs,Presiding Officer shall be authorized to appone or more persons as tell
(the “Teller” or “Tellers”) or inspectors (the “Ipsctor” or “Inspectors”) for such meeting. A Tellaay, but need not, be an officer or employee efGbrporation. An
Inspector may not be an officer or
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employee of, or otherwise affiliated with, the Corgition. The Teller or Inspector, if any, shallresponsible for (i) determining the number of skarestock
represented at the meeting, in person or by praxg,the validity and effect of proxies, (ii) redeily and tabulating all votes, ballots or consefiii¥ reporting such
tabulation to the Presiding Officer and (iv) dogwgch acts as are proper to fairly conduct the ielectr vote. In tabulating votes, a Teller or Insjoe shall be entitled to
rely in whole or in part on tabulations and anadysexde by personnel of the Corporation, its coyitseransfer agent, its registrar or such othgenizations that are
customarily employed to provide such services. Téker, if any, may be authorized by the PresidDfficer to determine on a preliminary basis thealig and
sufficiency of all votes cast and proxies delivevader the Corporation’s Charter, Bylaws and applie law. The Presiding Officer may review all prehary
determinations made by the Teller hereunder, anibimg so, the Presiding Officer shall be entitie@xercise his or her sole judgment and discretiwhhe or she shall
not be bound by any preliminary determinations magdthe Teller. The Inspector, if any, shall head determine all challenges and questions arisirmpnnection with
the right to vote. Each report of a Teller or Ingpe shall be in writing and signed by him or hebg a majority of them if there is more than onke report of the
majority shall be the report of the Tellers or lesfprs. The report of the Inspector or Inspectarthe number of shares represented at the meetahtha results of the
voting shall beprima facieevidence thereof.

1.12 VOTING OF STOCK BY CERTAIN HOLDERSStock of the Corporation registered in the naifree @rporation, partnership, trust or other entitgntitied to
be voted, may be voted by the president or a viesigeent, a general partner or trustee theredheasase may be, or a proxy appointed by any ofotegoing
individuals, unless some other person who has appainted to vote such stock pursuant to a bylawmsolution of the governing body of such corporeor other
entity or agreement of the partners of a partnprghésents a certified copy of such bylaw, resotutir agreement, in which case such person maysuote stock. Any
director or other fiduciary may vote stock registein his or her name in his or her capacity ab $ideiciary, either in person or by proxy.

The Board of Directors may adopt by regoh a procedure by which a Stockholder may gemtifwriting to the Corporation that any sharestaick registered in
the name of the Stockholder are held for the adcola specified person other than the StockholBliee. resolution shall set forth the class of Stoddérs who may
make the certification, the purpose for which teeiication may be made, the form of certificatiand the information to be contained in it; if getification is with
respect to a record date, the time after the redatel within which the certification must be reeeh\by the Corporation; and any other provision$ wespect to the
procedure which the Board of Directors considereasary or desirable. On receipt of such certifioathe person specified in the certification sbalregarded as, for
the purposes set forth in the certification, thec&holder of record of the specified stock in platéhe Stockholder who makes the certification.

1.13 INFORMAL ACTION BY STOCKHOLDERSANy action required or permitted to be taken ategeting of Stockholders may be taken without atimgéf a
unanimous consent setting forth such action isrgimenriting or by electronic transmission by e&tlockholder entitled to vote on the matter andifiléth the minutes
of proceedings of the Stockholders. Such writtemseats may be signed by different Stockholderseparste counterparts.
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1.14 VOTING BY BALLQOT. Voting on any question or in any election mayb®& voceunless the Presiding Officer shall order that \@tie by ballot.
ARTICLE Il
DIRECTORS

2.01 GENERAL POWERSThe business and affairs of the Corporation dfethanaged under the direction of its Board oé&ors. All powers of the Corporation
may be exercised by or under the authority of tharB of Directors, except as conferred on or rexkto the Stockholders by statute, the Chartenese Bylaws.

2.02 OUTSIDE ACTIVITIES The Board of Directors and its members are reguio spend only such time managing the businessffairs of the Corporation as
necessary to carry out their duties in accordaritte Section 2-405.1 of the Maryland General CorfioraLaw, as amended from time to time (the “MGCLExcept as
set forth in the Charter or by separate agreenaersingement or policy of the Corporation, the BaafrDirectors, each Director, and the agents, efand employees
of the Corporation or of the Board of Directorsofany Director may engage with or for others isibess activities of the types conducted by thep@mtion. Except ¢
set forth in the Charter or by separate agreenaersngement or policy of the Corporation, noneuahsindividuals has an obligation to notify or gresto the
Corporation or each other any investment opponthiit may come to such person’s attention eveaghauch investment might be within the scope ef th
Corporation’s purposes or various investment ohjest Any interest that a Director has in any inwent opportunity presented to the Corporation rhesdisclosed by
such Director to the Board of Directors (and, ifing thereon, to the Stockholders or to any conwaitif the Board of Directors) within ten (10) dafter the later of th
date upon which such Director becomes aware of suetest or the date upon which such Director bezpaware that the Corporation is considering suastment
opportunity. If such interest comes to the intezdddirector’s attention after a vote to take susrestment opportunity, the voting body shall befieat of such interest
and shall reconsider such investment opportunityifalready consummated or implemented.

2.03 NUMBER, TENURE AND QUALIFICATION The number of Directors of the Corporation shalthat number set forth in the Charter or suckratkmber as
may be designated from time to time by resolutiba majority of the entire Board of Directors; pited, however, that the number of Directors shall be not lessith
five (5) nor greater than fifteen (15) and furtpeovided that the tenure of office of a Directoakimot be affected by any decrease in the numbBirectors. The
minimum or maximum number of Directors providedtis Section 2.03 may be changed only by amendtoghtse Bylaws or by amendment to the Corporation’
Charter, provided that any such amendment shdibkie duly adopted by the affirmative vote of a migyoof the outstanding shares entitled to vote dedmed
advisable or approved by the Board of Director&hHairector shall serve for the term set forthhHa Charter and until his or her successor is elemtel qualified.
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2.04 NOMINATION OF DIRECTORS

(a) Nominations of individuals for elemniito the Board of Directors may be made at an @meeting of Stockholders: (i) pursuant to thef@oation’s notice of
meeting, (ii) by or at the direction of the BoarfdDorectors or (iii) by any Stockholder who was &holder of record of a class of Stock entitledote at the meeting
in the election of each individual so nominated éjhe time of giving of notice provided for irigtSection 2.04, (B) as of the record date foraheual meeting in
question and (C) at the time of such annual megéind who complied with this Section 2.04. Any &toader who seeks to make such a nomination muptédsent in
person or by proxy at the annual meeting. Onlwiitidials nominated in accordance with the procedseésorth in this Section 2.04 shall be eligitie élection as
Directors at an annual meeting of Stockholders.

(b) For nominations to be properly broulggfore an annual meeting by a Stockholder putgoariause (iii) of paragraph (a) of this Sectibf4, the Stockholder
must have given timely notice thereof in writingth@ Secretary of the Corporation. To be timelgt@ckholder’s notice shall set forth all informatirequired under this
Section 2.04 and be delivered to the Secretafyegptincipal executive office of the Corporatiort rarlier than the 150 day nor later than 5:00 p.m., Eastern Time, on
the 120 day prior to the Notice Anniversary Date; providdtbwever, that in the event that the date of the annuatimgés advanced or delayed by more than thirty
(30) days from the first anniversary of the dat¢hef preceding year’s annual meeting, notice byStieekholder to be timely must be so deliveredesotier than the 150
thday prior to the date of such annual meeting andater than 5:00 p.m., Eastern Time, on the lafehe 1200 day prior to the date of such annual meeting otehéh
(10t day following the day on which public announcetngfithe date of such annual meeting is first made public announcement of a postponement or an
adjournment of an annual meeting shall not commaroew time period for the giving of a Stockholderbtice as described above.

(c) A Stockholder’s notice to the Secngthall set forth:

(i) as to each individual whéeme Stockholder proposes to nominate for electioreelection as a Director (each, a “Proposed Negti all information
relating to the Proposed Nominee that would beireduo be disclosed in connection with the sdditkiin of proxies for the election of the Proposediihee as a
Director in an election contest (even if an eletontest is not involved), or would otherwise eguired in connection with such solicitation, ircle@ase pursuant to
Regulation 14A (or any successor provision) unbderEixchange Act and the rules thereunder (incluttiag’roposed Nominee’s written consent to beimgeuhin the
proxy statement as a nominee and to serving asegtor if elected);

(ii) as to the Stockholder giyithe notice, any Proposed Nominee and any StédéhAssociated Person,
(A) the class, series anthber of Company Securities, if any, which are edv(beneficially or of record) by such Stockhold@mpposed Nominee or
Stockholder Associated Person, the date on which sach Company Security was acquired
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and the investment intent of such acquisition, amyglshort interest (including any opportunity toffiror share in any benefit from any decreaséégrice of such sto
or other security) in any Company Securities of smgh person,

(B) the nominee holder, #nd number of, any Company Securities owned bzakdf but not of record by such Stockholder, Ryspd Nominee or
Stockholder Associated Person,

(C) whether and the extentvhich such Stockholder, Proposed Nominee cckBimider Associated Person, directly or indirethrough brokers,
nominees or otherwise), is subject to or duringléise six months has engaged in any hedging, derévar other transaction or series of transactmmesntered into any
other agreement, arrangement or understandingifimgj any short interest, any borrowing or lenddfigecurities or any proxy or voting agreement, ¢ffect or intent
of which is to (I) manage risk or benefit of chasgethe price of (x) Company Securities or (y) aegurity of any entity that was a Peer Group Compar such
stockholder, Proposed Nominee or Stockholder AssediPerson or ( Il') increase or decrease thaygtwer of such Stockholder, Proposed NominedarkBolder
Associated Person in the Corporation or any afiltaereof (or, as applicable, in any Peer Groum@amy) disproportionately to such person’s econaniarest in the
Company Securities (or, as applicable, in any Begeup Company); and

(D) any substantial insgrelirect or indirect (including, without limitath, any existing or prospective commercial, busir@scontractual relationship
with the Corporation), by security holdings or athise, of such Stockholder, Proposed Nominee ockbtalder Associated Person, in the Corporatiomgreadfiliate
thereof, other than an interest arising from th@enship of Company Securities where such stockinoRteposed Nominee or Stockholder Associated Reesteives
no extra or special benefit not shared garatabasis by all other holders of the same class geser

(iii) as to the Stockholder igiy the notice, any Stockholder Associated Persitimawn interest or ownership referred to in cla(igef this paragraph (c) of
this Section 2.04 and any Proposed Nominee,

(A) the name and addrdssuch Stockholder, as they appear on the Cormoratstock ledger, and the current name and busagdress, if different, of
each such Stockholder Associated Person and app$ad Nominee and

(B) the investment stragteg objective, if any, of such Stockholder andhesiach Stockholder Associated Person who is natdividual and a copy of
the prospectus, offering memorandum or similar doent, if any, provided to investors or potentialdstors in such stockholder and each such Stoc&hdlssociated
Person; and

(iv) to the extent known by tB®ckholder giving the notice, the name and addoésny other Stockholder supporting the nomimeefection or reelectic
as a Director on the date of such Stockholder'g&aot
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(d) Notwithstanding anything in this Sent2.04 to the contrary, in the event that the benof Directors to be elected to the Board of Elwes is increased, and
there is no public announcement of such actionaxtl130 days prior to the Notice Anniversary DatStockholder’s notice required by this SectidiZhall also be
considered timely, but only with respect to noms&® any new positions created by such increésteshiall be delivered to the Secretary at theg@pal executive
office of the Corporation not later than 5:00 p.Eastern Time, on the tenth (10 day following the day on which such public anncement is first made by the
Corporation.

(e) Nominations of individuals for elemiito the Board of Directors may be made at a apeweting of Stockholders at which Directors arbe elected only
(i) by or at the direction of the Board of Direcp(ii) by a Stockholder that has requested thsgertial meeting be called for the purpose of elgddirectors in
compliance with Section 1.04 of these Bylaws arad kias supplied the information required by Secti®4 about each individual whom the Stockholdeppses to
nominate for election of Directors or (iii) providi¢hat the special meeting has been called by lar@an of the Board of Directors, the Chief ExaauOfficer, the
President or the Board of Directors in accordanite 8ection 1.04 of these Bylaws for the purposeletting Directors, by any Stockholder of the Qugtion who is a
Stockholder of record of a class of Stock entitiedote in the election of Directors (A) at the érof giving of notice provided for in this Secti@rd4, (B) as of the
record date for the special meeting in question(@)dt the time of such special meeting, and wirapied with this Section 2.04. Any Stockholder wdeeks to make
such a nomination must be present in person ordyymt the special meeting. In the event the Catian calls a special meeting of Stockholderslierpurpose of
electing one or more individuals to the Board aofddtors, any such Stockholder may nominate an ichd@} or individuals (as the case may be) for éecas a Director
as specified in the Corporation’s notice of meetihthe Stockholder’s notice containing the infation required by paragraphs (b) and (c) of thistie 2.04 shall be
delivered to the Secretary at the principal exeeutiffice of the Corporation not earlier than ti28th day prior to such special meeting and not kaien 5:00 p.m.,
Eastern Time, on the later of the 90th day pricsuch special meeting or the tenth (1)0day following the day on which public announcetrisriirst made of the date
of the special meeting and of the nominees propbgetle Board of Directors to be elected at suchtmg. The public announcement of a postponemeatijmurnment
of a special meeting shall not commence a new ien®d for the giving of a Stockholder’s noticedescribed above.

() If information submitted pursuantttos Section 2.04 by any Stockholder proposingrinee for election as a Director at a meeting ottolders shall be
inaccurate in any material respect, such infornmati@y be deemed not to have been provided in aanoedwith this Section 2.04. Any such Stockholddishotify the
Corporation of any inaccuracy or change (within Business Days of becoming aware of such inaccuachange) in any such information. Upon writtequest by
the Secretary or the Board of Directors, any suokkholder shall provide, within five (5) Busind3ays after delivery of such request (or such ogfegiod as may be
specified in such request), (i) written verificatjsatisfactory, in the discretion of the Boardifectors or any authorized officer of the Corpanaf to demonstrate the
accuracy of any information submitted by the Stadttbr pursuant to this Section 2.04, and (ii) atemn update of any information submitted by thecBtmlder pursual
to this Section 2.04 as of an earlier date. Ifacitolder fails to provide such written verificatior written
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update within such period, the information as tachiwritten verification or a written update wagjuested may be deemed not to have been provideztardance wit
this Section 2.04.

(g) Only such individuals who are nomauhin accordance with this Section 2.04 shall iggléé for election by Stockholders as DirectorheTPresiding Officer
of the meeting shall have the power to determinethdr a nomination was made in accordance withSadion 2.04.

(h) Notwithstanding the foregoing prowiss of this Section 2.04, a Stockholder shall atsoply with all applicable requirements of state End of the Exchanc
Act and the rules and regulations thereunder veiipect to the matters set forth in this Sectiod.2\®thing in this Section 2.04 shall be deemealfffiect any right of a
Stockholder to request inclusion of a proposahaor, the right of the Corporation to omit a propdsain, the Corporation’s proxy statement pursuarRtle 14a-8 (or
any successor provision) under the Exchange AdhiNg in this Section 2.04 shall require disclosofreevocable proxies received by the Stockholde$tockholder
Associated Person pursuant to a solicitation okipsoafter the filing of an effective Schedule 1dsuch Stockholder or Stockholder Associated Peusmler Section
14(a) of the Exchange Act.

2.05 ANNUAL AND REGULAR MEETINGS An annual meeting of the Board of Directors shalheld immediately after and at the same platkeaannual
meeting of Stockholders and no notice other themBglaw shall be necessary for the calling of soeting. In the event such meeting is not so tte&meeting may
be held at such time and place as shall be spedifia notice given as hereinafter provided forcggeneetings of the Board of Directors. The Boafr@directors may
provide, by resolution, the time and place forltbéling of regular meetings of the Board of Direstwithout other notice than such resolution.

2.06 SPECIAL MEETINGS Special meetings of the Board of Directors maygddied by or at the request of the Chairman, thiefExecutive Officer, the President
or by a majority of the Directors then in officend person or persons authorized to call speciatingseof the Board of Directors may fix any placetiae place for
holding any special meeting of the Board of Direstralled by them. The Board of Directors may pideyby resolution, the time and place for the hgdif special
meetings of the Board of Directors without othetieethan such resolution.

2.07_NOTICE Notice of any special meeting of the Board ofeliors shall be delivered personally or by teleghetectronic mail, facsimile transmission, United
States mail or courier to each Director at hisarthusiness or residence address. Notice by pdrdelnzery, telephone, electronic mail or facsinmil@nsmission shall k
given at least one (1) Business Day (or, if givaraalay other than a Business Day, at least twinty(24) hours) prior to the meeting. Notice byited States mail
shall be given at least three (3) days prior tontleeting. Notice by courier shall be given at léast (2) days prior to the meeting. Telephone mosball be deemed to
be given when the Director or his or her ageneispnally given such notice in a telephone calllhich the Director or his or her agent is a pafgctronic mail notice
shall be deemed to be given upon transmissioneoifitbssage to the electronic mail address givemet€orporation by the Director. Facsimile transiissiotice
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shall be deemed to be given upon completion ofrresmission of the message to the number givéimet@orporation by the Director and receipt of mpteted
answer-back indicating receipt. Notice by Unitedt& mail shall be deemed to be given when depasitihe United States mail properly addressed) pitstage
thereon prepaid. Notice by courier shall be deetadz given when deposited with or delivered t@arier properly addressed. Neither the businebg timansacted at,
nor the purpose of, any annual, regular or specédting of the Board of Directors need be statdtlémotice, unless specifically required by statutthese Bylaws.

2.08 QUORUM A majority of the Directors then in office shabnstitute a quorum for the transaction of busimessy meeting of the Board of Directors, provided
however, that a quorum for the transaction of businesh véspect to any matter in which any Director (iliate of such Director) who is not an IndepentiBirector
(as defined in the Charter) has any interest sloai$ist of a majority of the Directors that incledemajority of the Independent Directors thenffite. If less than a
majority of such Directors is present at such nmggth majority of the Directors present may adjahemeeting from time to time without further roeti

The Directors present at a meeting which leslguly called and at which a quorum was estadalishay continue to transact business until adjoermm
notwithstanding the withdrawal from the meetingeabugh Directors to leave fewer than were requegstablish a quorum.

2.09 VOTING. The action of a majority of the Directors presana meeting at which a quorum is present shathéection of the Board of Directors, unless the
concurrence of a greater proportion is requiredstmh action by applicable law, the Charter oret@glaws; provided however, that no act relating to any matter in
which a Director (or affiliate of such Director) wlis not an Independent Director has any intetesit be the act of the Board of Directors unlesshsact has been
approved by a majority of the Board of Directorattimcludes a majority of the Independent Directtfrenough Directors have withdrawn from a meetind¢eave fewer
than were required to establish a quorum, but teetimg is not adjourned, the action of the majasityhat number of Directors necessary to congtituguorum at such
meeting shall be the action of the Board of Diresstanless the concurrence of a greater propoidiogquired for such action by applicable law, @ferter or these
Bylaws.

2.10 CONDUCT OF MEETINGSAt each meeting of the Board of Directors, thai@han or, in the absence of the Chairman, thef@xecutive Officer (if a
member of the Board of Directors) or, in the absesfcthe Chairman and the Chief Executive OffieeRirector who has previously been designated ad Le
Independent Director or, in the absence of the 1@tan, the Chief Executive Officer and such DirectoDirector chosen by a majority of the Directprasent, shall act
as chairman of the meeting. The Secretary of thp@ation or, in his or her absence, an Assistaot&ary of the Corporation shall act as Secrethtlie meeting or, i
the absence of the Secretary and all Assistanegeiws, the presiding officer of the meeting stialignate any individual to act as secretary ®@fntieeting. Directors
may participate in a meeting by conference teleptamther communications equipment if all perquensicipating in the meeting can hear each oth#reasame time.
Participation in a
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meeting by these means constitute presence inrpatsuch meeting for all purposes of these Bylaws.
2.11 RESIGNATIONS Any Director may resign from the Board of Direst@r any committee thereof in the manner providettie Charter.
2.12 REMOVAL OF DIRECTORSAny Director may be removed in the manner prodigtethe Charter.
2.13 VACANCIES Vacancies on the Board of Directors shall bedilin the manner provided in the Charter.

2.14 CONSENT BY DIRECTORS WITHOUT A MEETINGAny action required or permitted to be takenrat meeting of the Board of Directors may be taken
without a meeting, if a consent in writing or bee&konic transmission to such action is given ghdairector and is filed with the minutes of theaBa of Directors.
Written consents may be signed by different Directin separate counterparts.

2.15 COMPENSATION Directors shall not receive any stated salantHeir services as directors but, by resolutiothefBoard of Directors, may receive
compensation per year and/or per meeting and/ovigieto real property or other facilities ownedleased by the Corporation and for any servicactivity they
performed or engaged in as Directors. Directors begeimbursed for expenses of attendance, ifargach annual, regular or special meeting of erdof Directors
or of any committee thereof and for their expenses)y, in connection with each property visit aartly other service or activity they performed ogaged in as
Directors; but nothing herein contained shall bestaied to preclude any Directors from servingGoeporation in any other capacity and receiving pensation
therefor.

2.16 LEAD INDEPENDENT DIRECTORFrom time to time the Independent Directors therving on the Board of Directors may appoint framong them one
member to serve as “Lead Independent Director,thvipiosition shall have such description as thegaddent Directors shall in their discretion deternbut only to
the extent not inconsistent with the Charter oséhBylaws.

2.17 RELIANCE Each Director and officer of the Corporation §halthe performance of his or her duties withpest to the Corporation, be entitled to rely on any
information, opinion, report or statement, incluglemy financial statement or other financial dptapared or presented by an officer or employebefCorporation
whom the Director or officer reasonably believebéoareliable and competent in the matters presehted lawyer, certified public accountant or otherson, as to a
matter which the Director or officer reasonablyiéets to be within the person’s professional oreekpompetence, or, with respect to a directora bpmmittee of the
Board of Directors on which the Director does reave, as to a matter within its designated authoifithe Director reasonably believes the comreitie merit
confidence.

2.18 RATIFICATION. The Board of Directors or the Stockholders maifyrand make binding on the Corporation any actioinaction by the Corporation or its
officers to the extent that the Board of Directorshe Stockholders could have originally authatiee
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matter. Moreover, any action or inaction questioimeginy Stockholders’ derivative proceeding or athyer proceeding on the ground of lack of authpdsfective or
irregular execution, adverse interest of a Direatfficer or Stockholder, non-disclosure, miscongpion, the application of improper principles oagtices of
accounting, or otherwise, may be ratified, befarafter judgment, by the Board of Directors or bg Stockholders, and if so ratified, shall havestme force and
effect as if the questioned action or inaction baen originally duly authorized, and such ratifizatshall be binding upon the Corporation and ttsckholders and shall
constitute a bar to any claim or execution of ardgment in respect of such questioned action atima

2.19 EMERGENCY PROVISIONSNotwithstanding any other provision in the Chadethese Bylaws, this Section 2.19 shall applgrduthe existence of any
catastrophe, or other similar emergency condiésng result of which a quorum of the Board of Diwesunder Atrticle Il of these Bylaws cannot repdié obtained (an
“Emergency”). During any Emergency, unless othesvgsovided by the Board of Director¥a(imeeting of the Board of Directors or a committeereof may be
called by any Director or officer by any means fielesunder the circumstances; (ii) notice of anyetirgy of the Board of Directors during such an Egeecy may be
given less than twenty-four (24) hours prior to theeting to as many Directors and by such meansagde feasible at the time, including publicatibevision or
radio, and (iii) the number of Directors necesgargonstitute a quorum shall be one-third of théreBoard of Directors.

ARTICLE I
COMMITTEES

3.01 NUMBER, TENURE AND QUALIFICATION The Board of Directors may appoint from amongrgmbers certain committees as described belowterhe
of office of any committee member shall be as giediin the resolution of the Board of Directorsigieating such member but shall not exceed such regmtenure a
Director. Any member of a committee may be remaoateainy time by resolution of the Board of Directgkscommittee may not take or authorize any adbany
matter in which any Director (or affiliate of suBlirector) who is not an Independent Director has seasonably likely to have any interest unlessagority of the
members of such committee shall be IndependentDire

(a) Executive Committed he Board of Directors may, by resolution adogigd majority of the Directors, appoint an ExeeaitCommittee consisting of one or
more Directors. The Board may designate one or maeetors as an alternate member of the Exec@@mittee, who may replace any absent member atna®fing
of the Executive Committee.

(b)_Audit Committee The Board of Directors shall, by resolution adapby a majority of the Directors, appoint an Auditmmittee consisting of three or more
Directors whose membership on the Audit Committesd| satisfy the requirements set forth in the aglle rules, if any, of the New York Stock Exchar{tNYSE"),
as amended from time to time. The Board may detégmae or more Directors as an alternate membtreoAudit Committee, who may replace any absent begrat
any meeting of the Audit Committee.
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(c)_Compensation Committe€he Board of Directors shall, by resolution ageplby a majority of the Directors, appoint a Conmgagion Committee consisting of
two or more Directors whose membership on the Corsgagon Committee shall satisfy the requirement$osth in the applicable rules, if any, of the N¥.Sas amende
from time to time. The Board may designate one orenDirectors as an alternate member of the CongiensCommittee, who may replace any absent meattsany
meeting of the Compensation Committee.

(d)_ Other CommitteesThe Board of Directors may, by resolution adogigd majority of the Directors, appoint such otsianding or special committees, each
consisting of one or more Directors, as it may fitome to time deem advisable to perform such gémerspecial duties as may from time to time beedated to any
such committee by the Board of Directors, subjec¢hé limitations contained in the MGCL or impos®dthe Charter or these Bylaws. The Board may desgone or
more Directors as an alternate member of any comenitesignated pursuant to this Section 3.01(d), whay replace any absent member at any meetingcbf s
committee.

3.02 DELEGATION OF POWERThe Board of Directors may, by resolution or adwpof a committee charter, delegate to committggminted under Section 3
any of the powers of the Board of Directors, exdbpse powers which the Board of Directors is sjtly prohibited from delegating pursuant to Seet2-411 of the
MGCL, and may prescribe rules governing the conduadtproceedings of these committees.

3.03 QUORUM AND VOTING Subject to such terms as may appear in the de@egaf authority to such committee (which may loatained in the charter for such
committee), a majority of the members of any cortemishall constitute a quorum for the transactidousiness by such committee, and the act of anitajf the
committee members present at a meeting shall ¢otesthe act of the committee. Notwithstandingftregoing, no act relating to any matter in whidly ®irector (or
affiliate of such Director) who is not an IndepentBirector has any interest shall be the act gf@mmittee unless a majority of the Independené&ors on the
committee vote for such act.

3.04 CONDUCT OF MEETINGSSubject to such terms as may appear in the dedagaf authority to such committee (which may lbatained in the charter for
such committee), the Board of Directors shall desig for each committee a chairman, and if suchrroba is not present at a particular meeting, trermittee shall
select a presiding officer for such meeting. Subjjeeach case to any provisions to the contragniyn effective resolution of the Board of Directogating to the
appointment or authority of a committee of the Bioair Directors (including any committee charter ptgal by such resolution), each committee shafidgpt its own
rules governing the time and place of holding drdrhethod of calling its meetings and the condtits@roceedings and (ii) meet at the call of thairman of such
committee or the Chairman of the Board of Directembers of any committee shall be entitled tdipigate in meetings of such committee by confeeaietephone «
other communications equipment if all persons piditing in the meeting can hear each other asahee time. Participation in a meeting by these mshall constitute
presence in person at the meeting. Each commhtgekeep minutes of its meetings and report tiselts of any proceedings to the Board of Directors.
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3.05. CONSENT BY COMMITTEES WITHOUT A MEETINGAnNy action required or permitted to be takenrat meeting of a committee of the Board of Directors
may be taken without a meeting, if a consent irtimgior by electronic transmission to such act®given by each member of the committee and id fileh the
minutes of proceedings of such committee. Writtemsents may be signed by different members on agpaounterparts.

3.06 VACANCIES Subject to the provisions hereof, the Board a€Etors shall have the power at any time to chaimgenembership of any committee, to fill any
vacancy or to dissolve any such committee.

ARTICLE IV
OFFICERS

4.01 TITLES AND ELECTION The Corporation shall have a Chairman of the 8oaiChief Executive Officer, a President, a CRipkrating Officer, a Chief
Financial Officer, one or more Vice Presidents|(iding Vice Presidents of varying degrees, sucBxasutive, Regional or Senior Vice Presidents)eer&ary, a
Treasurer and such Assistant Secretaries and AssiBteasurers and such other officers as the BafdBirectors, or any committee or officer appotht®y the Board of
Directors for such purpose, may from time to tirfexe The Chief Executive Officer may from timetime appoint one or more Vice Presidents, Assissattetaries
and Assistant Treasurers or other officers. Nostéhding the foregoing, the Chairman of the Botvel Chief Executive Officer, the President, thee€perating
Officer, the Chief Financial Officer, the Secretaryd the Treasurer shall be elected by a majofitigeDirectors at the time in office. The officafthe Corporation
elected by the Board of Directors shall be eleeteuually at the first meeting of the Board of Dtogs following each annual meeting of Stockhold#rthe election of
such officers shall not take place at such meetingh election shall be held as soon thereaftaregsbe convenient. Each officer shall hold officgilLthe first meeting
of the Board of Directors following the next annoaeting of Stockholders and until his or her sesoeis duly elected and qualifies or until hider death, or his or
her resignation or removal in the manner hereingitevided. Any two or more offices, except Presidend Vice President, may be held by the samepeEection of
an officer or agent shall not of itself create cact rights between the Corporation and such afficeagent. No officer need be a Stockholder oirador of the
Corporation.

4.02 REMOVAL AND RESIGNATION Any officer or agent of the Corporation may bmowed, either with or without cause, by a majootyhe Directors at the
time in office, at any regular or special meetifighe Board of Directors, or, except in the casarmbfficer elected by the Board of Directors, bgoanmittee or an
officer upon whom such power of removal may be eaef by the Board of Directors, but such remokallse without prejudice to the contract righfsny, of the
person so removed. Any officer of the Corporaticaymesign at any time by delivering his or hergeation to the Board of Directors, the ChairmathefBoard, the
Chief Executive Officer, the President or the Stgge Any resignation shall take effect immediatepon its receipt or at such later time specifiethie resignation. Tt
acceptance of a resignation shall not be necessangake it effective unless otherwise stated inrségnation. Such resignation shall be withoujyafiee to the contract
rights, if any, of the Corporation.
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4.03 OUTSIDE ACTIVITIES The officers and agents of the Corporation ageired to spend only such time managing the busiaed affairs of the Corporation
is necessary to carry out their duties in accordavith applicable law and these Bylaws. Excepteasosth in the Charter or by the terms of any sagaagreement,
arrangement or policy of the Corporation, the @fficand agents of the Corporation may engage wiibr @thers in business activities of the typesdiwted by the
Corporation. Except as set forth in the Chartdryothe terms of any separate agreement, arrangementicy of the Corporation, the officers and maigeof the
Corporation (other than those serving who are Bisectors) do not have an obligation to notify oegent to the Corporation or each other any investropportunity
that may come to such person’s attention even thgugh investment might be within the scope ofGbeporation’s purposes or various investment objest Any
interest that an officer or an agent has in angstment opportunity presented to the Corporatiostrne disclosed by such officer or agent to ther@o&Directors
(and, if voting thereon, to the Stockholders oang committee of the Board of Directors) within {@0) days after the later of the date upon whiathofficer or agent
becomes aware of such interest or that the Colipart considering such investment opportunitysu€h interest comes to the attention of the intedesfficer or agent
after a vote to take such investment opportunitg,woting body shall reconsider such investmenbdppity if not already consummated or implemented.

4.04 VACANCIES A vacancy in any office may be filled by the Boaf Directors, or any committee or officer autlzed by these Bylaws or the Board of Direc
for such purpose, for the balance of the term. éamay in any office previously appointed by thee@tixecutive Officer may be filled by the Chief Exgive Officer
for the balance of the term.

4.05_ CHAIRMAN OF THE BOARD The Chairman of the Board shall, if present, ipkeat all meetings of the Stockholders and ther@o&Directors, and shall
exercise and perform such other powers and duiesagy from time to time be assigned to him by tbarB of Directors or prescribed by these Bylaws.

4.06 CHIEF EXECUTIVE OFFICERUnNless otherwise determined by the Board of Dimscand subject to such supervisory powers, if asynay be given by the
Board of Directors to the Chairman, the Chief EximeuOfficer shall, subject to the control of thedd of Directors, have general supervision, dioe¢tand control of
the business of the Corporation and shall exesgiseperform such other powers and duties as may tiroe to time be assigned to him by the Board ioé@ors or
prescribed by these Bylaws.

4.07 PRESIDENT The President shall exercise and perform sudeslas may from time to time be assigned to hirthbyBoard of Directors or the Chief Executive
Officer or prescribed by these Bylaws.

4.08 VICE PRESIDENTSIn the absence of the President or in the evieatvacancy in such office, the Vice Presidentsrufer of their rank as fixed by the Boarc
Directors, or if not ranked, the Vice Presidentiglested by the Board of Directors, shall performa thuties of the President, and when so acting baa# all the powers
of and be subject to all the restrictions uponRhesident. The Vice President shall have such giveers and perform such other duties as from toriene may be
assigned to them by the Board of Directors or thiefEExecutive Officer or prescribed by these Bydaw
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4.09 CHIEF FINANCIAL OFFICER The Chief Financial Officer shall have all thenmws of the Treasurer and shall have such othponsdbilities and duties as
determined by the Board of Directors or the Chieé&titive Officer. For purposes of Section 4.08hefse Bylaws, the Chief Financial Officer shall besidered to ha\
the rank of Executive Vice President.

4.10 CHIEF OPERATING OFFICERThe Chief Operating Officer shall have the resiloifities and duties as determined by the BoarBicéctors or the Chief
Executive Officer. For purposes of Section 4.0&heke Bylaws, the Chief Operating Officer shaltbasidered to have the rank of Executive Vice desgi

4.11 SECRETARY (a) The Secretary shall keep, or cause to be k@ptites of the proceedings of the Board of Does;tcommittees of the Board of Directors and
Stockholders. Such minutes shall include all wa\arnotice, consents to the holding of meetingsd, @pprovals of the minutes of meetings executesiuamt to these
Bylaws or the MGCL. The Secretary shall keep, arsesto be kept at the principal executive officatathe office of the Corporation’s transfer agemntegistrar, a
record of its Stockholders, giving the names ardtegbses of all Stockholders and the number and ofeshares held by each.

(b) The Secretary shall give, or causeetgiven, notice of all meetings of the Stockhaddend may give, or cause to be given, noticelohaktings of the Board
of Directors required by these Bylaws or by lavbéogiven, and shall keep the seal of the Corporaticafe custody, and shall have such other poargperform such
other duties as may be from time to time assigoédr by the Board of Directors or prescribed bysth Bylaws.

4.12 TREASURER

(a) The Treasurer shall keep and maintaicause to be kept and maintained, adequateanett books and records of account in writtemfor any other form
capable of being converted into written form.

(b) The Treasurer shall deposit all mer@ad other valuables in the name and to the avétlie Corporation with such depositaries as maydsignated by the
Board of Directors. The Treasurer shall disburseftinds of the Corporation as may be ordered byteed of Directors, taking proper vouchers fortsdisbursement
and shall render to the Chairman, Chief Executiffec€, President and Board of Directors, whenegy of them requests it, an account of all of taggactions as
Treasurer and of the financial condition of the gawation, and shall have such other powers andperéuch other duties as may be from time to tisstggned to him
by the Board of Directors or prescribed by thesta®y.

4.13 ASSISTANT SECRETARIES AND ASSISTANT TREBRERS. The Board of Directors, or any committee or afiappointed by the Board of Directors for
such purpose, may appoint one or more AssistaneBeies or Assistant Treasurers. The AssistanteS®tes and Assistant Treasurers (i) shall haggtwer to
perform and shall perform all the duties of therB&ay and the Treasurer, respectively, in suchegsve officer’'s absence and (ii) shall perfornatsduties as shall be
assigned to them by the Secretary or Treasurgrecésely, or

-21-




by the Chairman, Chief Executive Officer, Presidanthe Board of Directors, or any such designatadmittee or officer.

4.14 SUBORDINATE OFFICERSThe Corporation shall have such subordinate @ffias the Board of Directors, or any committeefficer appointed by the
Board of Directors for such purpose, may from timéme elect. Each such officer shall hold offfoe such period and perform such duties as thedofbirectors,
Chairman, Chief Executive Officer, President or degignated committee or officer may prescribe.

4.15 COMPENSATION The compensation of the officers shall be fixexhf time to time by or under the authority of thealBd of Directors and no officer shall be
prevented from receiving such compensation by rea§the fact that he is also a Director.

ARTICLE V
SHARES OF STOCK

5.01 FORM OF CERTIFICATESThe Corporation may issue some or all of theeshaf any or all of the Corporation’s classes oeseof stock without certificates
if authorized by the Board of Directors. In the eivihat the Corporation issues shares of Stoclesemted by certificates, such certificates shaihlsich form as
prescribed by the Board of Directors or a duly atited officer, shall contain the statements arfidrimation required by the MGCL and shall be sighgdhe officers o
the Corporation in the manner permitted by the MGI@Lthe event that the Corporation issues shédr8soak without certificates, to the extent thequieed by the
MGCL, the Corporation shall provide to the recoadders of such shares a written statement of toerimation required by the MGCL to be included omckt
certificates. There shall be no differences inrtgbts and obligations of stockholders based ontldreor not their shares are represented by aat#s. If a class or
series of Stock is authorized by the Board of Doecto be issued without certificates, no Stocileokhall be entitled to a certificate or certifesarepresenting any
shares of such class or series of Stock held by Stackholder unless otherwise determined by trerdBof Directors and then only upon written requsgssuch
Stockholder to the secretary of the Corporation.

5.02 TRANSFER OF SHARESAIl transfers of shares of Stock by the holdethef shares, in person or by his attorney, shathage on the books of the Corpora
in such manner as the Board of Directors or anigefiof the Corporation may prescribe and, if ssichres are certificated, upon surrender of ceatéie duly endorsed.
The issuance of a new certificate upon the trardfeertificated shares is subject to the detertionzof the Board of Directors that such sharedl sttalonger be
represented by certificates. Upon the transfemeogtificated shares, to the extent then requisethe MGCL, the Corporation shall provide to recbadders of such
shares a written statement of the information meglby the MGCL to be included on stock certifisate

Notwithstanding the foregoing, transfers ddrgls of any class or series of Stock will be subyeall respects to the Charter and all of thenteand conditions
contained therein.

5.03 STOCK LEDGERThe Corporation shall maintain at its principseutive office or at the office of its counselcaantants or transfer agent or at such other
place
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designated by the Board of Directors, an origimaluplicate stock ledger containing the name anttes$ of each Stockholder and the number of slofesch class of
Stock held by each Stockholder. The stock ledgait Ble maintained pursuant to a system that th@@ation shall adopt allowing for the issuanceprdation and
transfer of its Stock by electronic or other metrag can be readily converted into written form¥@ual inspection and not involving any issuantesstificates. Such
system shall include provisions for notice to aceps of Stock (whether upon issuance or transf&tack) in accordance with Sections 2-210 and 2ettthe MGCL,
and Section 8-204 of the Commercial Law Articldied State of Maryland. The Corporation shall bétledtto treat the holder of record of any sharstwres of Stock
as the holder in fact thereof and, accordingly|lsta be bound to recognize any equitable or otit&m to or interest in such share on the paamyf other person,
whether or not it shall have express or other edfiereof, except as otherwise provided by the fvtlse State of Maryland. Until a transfer is daffected on the stoc
ledger, the Corporation shall not be affected by raotice of such transfer, either actual or cortiive. Nothing herein shall impose upon the Corpionathe Board of
Directors or officers or their agents and represtivgs a duty or limit their rights to inquire asthe actual ownership of Shares.

5.04 LOST CERTIFICATE Any officer of the Corporation may direct a negrtdicate or certificates to be issued in placewy certificate or certificates theretofore
issued by the Corporation alleged to have beendestroyed, stolen or mutilated, upon the makirgnoaffidavit of that fact by the person claimithg certificate to be
lost, destroyed, stolen or mutilated; provided, deer, if such shares have ceased to be certificatedew certificate shall be issued unless regdastwriting by such
Stockholder and the Board of Directors has detegththat such certificates may be issued. Unlessnwtbe determined by an officer of the Corporatibie, owner of
such lost, destroyed, stolen or mutilated certiéiaa certificates, or his or her legal represévegashall be required, as a condition precedettiédassuance of a new
certificate or certificates, to give the Corporateobond in such sums as it may direct as indenaigignst any claim that may be made against thpdCation.

5.05 EMPLOYEE STOCK PURCHASE PLANShe Board of Directors shall have the authoiityits discretion, to adopt one or more employeelspurchase
plans or agreements, containing such terms andt@ammlas the Board may prescribe, for the issuksafe of unissued shares of Stock, or of its shares acquired
to be acquired, to the employees of the Corporatido the employees of its subsidiary corporation® a trustee on their behalf, and for the paymnoé such shares in
installments or at one time, and for such constdmras may be fixed by the Board or any committegeof, and may provide for aiding any such emgésyin paying
for such shares by compensation for services redderomissory notes or otherwise. The Board oé®aors, or any committee thereof, may carry outadminister
any such plan or delegate part or all of the adstriation of any such plan to any other entity aspe.

5.06 FIXING OF RECORD DATE

(a) The Board of Directors may set, inatte, a date as the record date for the purpodetefmining Stockholders entitled to receive reot€ or to vote at, any
meeting of Stockholders, or Stockholders entitteceteive payment of any dividend or the allotnwdrany rights, or in order to make a determinatbStockholders
for any other proper purpose.
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Such date, in any case, shall not be prior to kbsecof business on the day the record date i el shall be not more than ninety (90) days,iamdse of a meeting
Stockholders not less than ten (10) days, prithécdate on which the meeting or particular actemuiring such determination of Stockholders ibécheld or taken.

(b) When a record date for the deternmmadf Stockholders entitled to notice of and vateny meeting of Stockholders has been set asdeain this section,
such record date shall continue to apply to thetimgé& adjourned or postponed, except if the nreets adjourned to a date more than 120 days dpposd to a date
more than 90 days after the record date origirfidgd for the meeting, in which case a new recatédor such meeting may be determined as set liertkin.

ARTICLE VI
DIVIDENDS AND DISTRIBUTIONS

6.01 AUTHORIZATION. Dividends and other distributions upon the Stoay be authorized by the Board of Directors , suthije the provisions of law and the
Charter. Dividends and other distributions may &l in cash, property or Stock of the Corporatsubject to the provisions of law and of the Charter

6.02 CONTINGENCIES Before payment of any dividends or other distiitms, there may be set aside out of any assetedforporation available for dividends
other distributions such sum or sums as the BofRdrectors may from time to time, in its absoldliscretion, think proper as a reserve fund for iog@ncies, for
equalizing dividends, for repairing or maintainigugy property of the Corporation or for such othemppse as the Board of Directors shall determind,the Board of
Directors may modify or abolish any such reserve.

ARTICLE VI
INDEMNIFICATION

7.01 INDEMNIFICATION TO THE EXTENT PERMITTED B LAW . The Corporation shall indemnify, to the full esteuthorized or permitted by Maryland
statutory or decisional law or any other applicdale, any person made, or threatened to be mgoltyato any action or proceeding (whether civitdminal or
otherwise) by reason of the fact he, his testatémtestate is or was a Director or officer of tberporation or any predecessor of the Corporatiois or was serving at
the request of the Corporation or any predecedstiedCorporation as a director or officer of, or@iny other capacity with respect to, any othepertion, partnership,
joint venture, trust, employee benefit plan, oresténterprise (a“Indemnified Person”), including the advancemenexpenses under procedures provided under such
law; provided, however, that no indemnificationlsba provided for expenses relating to any willdulgrossly negligent failure to make disclosuesgpuired by the next
to last sentence of Sections 2.02 or 4.03 hereappbed to Directors and officers respectivelyeorporation shall indemnify any Indemnified Pefsspouse
(whether by statute or at common law and withogére to the location of the governing jurisdicti@md children to the same extent and subject tedhee limitations
applicable to any Indemnified Person hereundecl@ms arising out of the status of such persoa ssouse or child of such Indemnified Person,
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including claims seeking damages from marital prigp@ncluding community property) or property héddg such Indemnified Person and such spouse oepsop
transferred to such spouse or child, but such imigrshall not otherwise extend to protect the sgoor child against liabilities caused by the spusr child’s own
acts. The provisions of this Section 7.01 shalktitute a contract with each Indemnified Person ediwves at any time while these provisions ardfeceand may be
modified adversely only with the consent of affeickedemnified Persons and each such IndemnifiesldPeshall be deemed to be serving as such in celian these
provisions.

7.02 INDEMNIFICATION OF EMPLOYEES AND AGENTSOTHE CORPORATION The Corporation may, to the extent authorizechftome to time by the
Board of Directors, grant rights to indemnificatiand to the advancement of expenses to any empayegent of the Corporation to the fullest exw@&frthe provisions
of this Article VII with respect to the indemnifitan of and advancement of expenses to Directadsoéficers of the Corporation.

7.03 INSURANCE The Corporation shall have the power to purclaagkemaintain insurance to protect itself and amleimnified Person, employee or agent of the
Corporation against any liability, whether or ne¢ Corporation would have the power to indemnify lor her against such liability.

7.04 NONEXCLUSIVE RIGHTS TO INDEMNITY; HEIRS AND PERSONAL RPRESENTATIVES The rights to indemnification set forth in thistile VIl are
in addition to all rights which any Indemnified Ben may be entitled as a matter of law or by cahtend shall inure to the benefit of the heirs padsonal
representatives of each Indemnified Person.

7.05 NO LIMITATION. In addition to any indemnification permitted hese Bylaws, the Board of Directors shall, in @ gliscretion, have the power to grant such
indemnification to such persons as it deems inirttezest of the Corporation to the full extent péted by law. The indemnification and payment amieursement of
expenses provided in these Bylaws shall not be dderclusive of or limit in any way other rightsvidich any person seeking indemnification or paytsien
reimbursement of expenses may be or may beconttedntnder any bylaw, regulation, insurance, agesdror otherwise. This Article shall not limit t@®rporation’s
power to indemnify against liabilities other th&wose arising from a person’s serving the Corpamad® a Director or officer.

7.06 AMENDMENT, REPEAL OR MODIFICATION Any amendment, repeal or modification of any [smn of this Article VII by the Stockholders oreh
Directors of the Corporation is effective on a pective basis only and neither repeal nor modificadf such provisions shall adversely affect aghtror protection of
a Director or officer of the Corporation under thAidicle VIl existing at the time of such amendmenfpeal or modification.

7.07_ RIGHT OF CLAIMANT TO BRING SUIT If a claim under Section 7.01 of this Article \#$l not paid in full by the Corporation within nigg90) days after a
written claim has been received by the Corporatioaclaimant may at any time thereafter bring agéinst the Corporation to recover the unpaid arnotithe claim
and, if successful in whole or in part, the
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claimant shall be entitled to be paid also the azpeof prosecuting such claim. It shall be a deféasany such action (other than an action brotagbnforce a claim for
expenses incurred in defending any proceedingvarazk of its final disposition where the requirediertaking, if any, has been tendered to the Catjmor) that the
claimant has not met the standards of conduct winigke it permissible under the MGCL for the Corpiorato indemnify the claimant for the amount claihh but the
burden of proving such defense shall be on the @atjpn. Neither the failure of the Corporationc{irding its Board of Directors, independent legaimsel, or its
Stockholders) to have made a determination pritiheéccommencement of such action that indemnificatif the claimant is proper in the circumstancasalise he or
she has met the applicable standard of conduébibtin the MGCL, nor an actual determination bg Corporation (including its Board of Directorsdépendent legal
counsel, or its Stockholders) that the claimantriwsmet such applicable standard of conduct, siea#l defense to the action or create a presumgbtEiclaimant has
not met the applicable standard of conduct.

7.08 VESTING The rights to indemnification and advance of exges provided by the Charter and these Bylaws gésilimmediately upon election or appointrr
of a director or officer.

ARTICLE VI
NOTICES

8.01 NOTICES Unless otherwise provided in these Bylaws, whenewtice is required to be given pursuant to thigdaws, it shall be construed to mean either
written notice personally delivered against writteneipt, or notice in writing transmitted by mday; depositing the same in a post office or lditex, in a post-paid
sealed wrapper, addressed, if to the Corporatin®900 Eisenhower Avenue, Suite 300, Alexandriagiia 22314 (or any subsequent address selectéuetioard of
Directors), attention Chief Executive Officer, 6ta a Stockholder, Director or officer, at the egkb of such person as it appears on the recottie @orporation. In
addition, whenever notice is required to be givea Stockholder, such requirement shall be satisfieen written notice is left at such Stockholde€sidence or usual
place of business or is delivered to such Stockdrdg any other means permitted by Maryland lawraifismitted electronically, notice to a Stockholsteall be deemed
to be given when transmitted to the Stockholdeamylectronic transmission to any address or numitiéie Stockholder at which the Stockholder reesiglectronic
transmissions. Unless otherwise specified, noce By mail shall be deemed to be given at the timaged.

8.02 SECRETARY TO GIVE NOTICEAII notices required by law or these Bylaws togieen by the Corporation shall be given by ther8gey or any other offic
of the Corporation designated by the Chairman eiGhief Executive Officer. If the Secretary and idst Secretary are absent or refuse or neglesttidhe notice
may be given by, or by any person directed to doysdhe Chairman or the Chief Executive Officerwith respect to any meeting called pursuant és¢tBylaws upon
the request of any Stockholders or Directors, bymerson directed to do so by the Stockholdersimrdibrs upon whose request the meeting is called.
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8.03 WAIVER OF NOTICE Whenever any notice of a meeting is requiredetgien pursuant to the Charter or these Bylawsiosuant to applicable law, a waiver
thereof in writing or by electronic transmissionen by the person or persons entitled to suctcaepthether before or after the time stated thestiall be deemed
equivalent to the giving of such notice. A waivénotice of a Stockholders meeting shall be filathwthe records of such meeting. Neither the bissirie be transacted
at nor the purpose of any meeting need be setifottie waiver of notice, unless specifically regdiby statute. The attendance of any person ataeying shall
constitute a waiver of notice of such meeting, ekeghere such person attends a meeting for theesgurpose of objecting to the transaction oftarsiness on the
ground that the meeting is not lawfully called oneened.

ARTICLE IX
MISCELLANEOUS

9.01 EXEMPTION FROM MARYLAND CONTROL SHARE ACQISITION ACT . Notwithstanding any other provision of the Chadethese Bylaws, the
provisions of the Maryland Control Share Acquisitict (Sections 3-701 to 3-710 of the MGCL) shait apply to any share of Stock of the Corporatiow ror
hereafter held by any current or future Stockhaldail shares of Stock currently outstanding ouésbin the future are exempted from the Marylandtf Share
Acquisition Act to the fullest extent permitted Blaryland law. This section may be repealed, in whwlin part, at any time, whether before or ateacquisition of
control shares and, upon such repeal, may, toxteateprovided by any successor bylaw, apply toiyr or subsequent control share acquisition.

9.02 OFFICES OF THE CORPORATIQNe principal executive office for the transantif the business of the Corporation is herebydfiaed located at 2900
Eisenhower Avenue, Suite 300, Alexandria, Virgia2814. The Board of Directors is hereby grantetdolver and authority to change said principalaafirom one
location to another. Branch and subordinated difioay at any time be established by the Board fdors. The principal office of the corporatiortlie State of
Maryland shall be located at such place as thedofbDirectors may designate.

9.03 BOOKS AND RECORDSThe Corporation shall keep correct and completikb and records of its accounts and transactiotisranutes of the proceedings
its Stockholders and Board of Directors meeting$@frits executive or other committees when exergiany of the powers or authority of the Boardafectors. The
books and records of the Corporation may be int@vriform or in any other form that can be converté&tin a reasonable time into written form forwéd inspection.
Minutes shall be recorded in written form but ma&yrbaintained in the form of a reproduction.

9.04 INSPECTION OF BYLAWS AND CORPORATE RECORDThese Bylaws, the minutes of proceedings of thekbolders, annual statements of affairs and
any voting trust agreements on record shall be ¢parspection upon written demand delivered toGleeporation by any Stockholder or holder of angtirust
certificate at any reasonable time during usuainss hours, for a purpose reasonably relateddo Isolder’s interests as a Stockholder or as thdehof such voting
trust certificate, in each case as set forth in the
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MGCL. Other documents, such as the Corporationdkb@f account, stock ledger and Stockholder lissy be made available for inspection by any Stoldér or
holder of a voting trust certificate to the exteequired by the MGCL.

9.05 CONTRACTS The Board of Directors may authorize any Dire(&profficer(s) or agent(s) to enter into any caatror to execute and deliver any instrument in
the name of and on behalf of the Corporation, amth suthority may be general or confined to speaifstances. Any agreement, deed, mortgage, leasber
document shall be valid and binding upon the Cafion when duly authorized or ratified by actiortid Board of Directors and executed by an autkedrerson.

9.06 CHECKS, DRAFTS, ETCAIl checks, drafts or other orders for the paytrefrmoney, notes or other evidences of indebteslisssied in the name of the
Corporation shall be signed by such officers omégef the Corporation in such manner as shall fiiame to time be determined by the Board of Direxto

9.07 LOANS

(a) Such officers or agents of the Coafion as from time to time have been designatetth&yoard of Directors shall have authority (iefect loans, advances,
or other forms of credit at any time or times foe Corporation, from such banks, trust companiesitutions, corporations, firms, or persons, inotsemounts and
subject to such terms and conditions, as the Bolirectors from time to time has designated;d8)security for the repayment of any loans, adesnar other forms
of credit so authorized, to assign, transfer, eselaand deliver, either originally or in additionsubstitution, any or all personal property, fg@perty, stocks, bonds,
deposits, accounts, documents, bills, accountsvadae, and other commercial paper and evidenceelof or other securities, or any rights or interas any time held
by the Corporation; (iii) in connection with anyalws, advances, or other forms of credit so autedrito make, execute, and deliver one or more notestgages, deeds
of trust, financing statements, security agreemeiseptances, or written obligations of the Caxpon, on such terms and with such provisions dsdecurity or sale
or disposition of them as those officers or ageetsm proper; and (iv) to sell to, or discount aliseount with, the banks, trust companies, insting, corporations,
firms or persons making those loans, advancegher éorms of credit, any and all commercial papdls, accounts receivable, acceptances, and ateguments and
evidences of debt at any time held by the Corpamatnd, to that end, to endorse, transfer, ardedteéhe same.

(b) From time to time the Corporationlkbartify to each bank, trust company, institutieorporation, firm or person so designated, thaatures of the officers
or agents so authorized. Each bank, trust compastytution, corporation, firm or person so desigwmbis authorized to rely upon such certificationilit has received
written notice that the Board of Directors has fe@athe authority of those officers or agents.

9.08 FISCAL YEAR The Board of Directors shall have the power, ftonme to time, to fix the fiscal year of the Corption by a duly adopted resolution, and, in the
absence of such resolution, the fiscal year skeethb year ending December 31.

-28-




9.09 ANNUAL REPORT Each fiscal year, the Board of Directors of tr@gdration shall cause to be sent to the Stockm®lale Annual Report in such form as may
be deemed appropriate by the Board of Directors. Atnual Report shall include audited financiatestzents and shall be accompanied by the repordhesf an
independent certified public accountant.

9.10 INTERIM REPORTSThe Corporation may send interim reports to tteelgholders having such form and content as thedoBDirectors deems proper.

9.11 BYLAWS SEVERABLE The provisions of these Bylaws are severablejfaaly provision shall be held invalid or unenfeable, that invalidity or
unenforceability shall attach only to that provisend shall not in any manner affect or renderlidva unenforceable any other provision of thegéais, and these
Bylaws shall be carried out as if the invalid oenforceable provision were not contained herein.

ARTICLE X
AMENDMENT OF BYLAWS

10.01 BY DIRECTORSThe Board of Directors shall have the powerngtannual or regular meeting, or at any specialtimgé notice thereof is included in the
notice of such special meeting, to alter or repegl Bylaws of the Corporation and to make new Bglagxcept that the Board of Directors shall natradt repeal
(i) Section 2.03 to change the minimum or maximumber of Directors without the vote of the Stocktesk required therein, (ii) Section 7.01 withowibée of the
Stockholders and the consent of any Indemnifiedder whose rights to indemnification, based on gohgrior to such amendment, would be adverselcst by
such proposed alteration or repeal; (iii) this #ecf0.01; or (iv) Section 10.02.

10.02 BY STOCKHOLDERSWith the approval of the Board of Directors, Steckholders shall have the power, by affirmatigéevof a majority of the outstanding
shares of common stock of the Corporation, at ampal meeting (subject to the requirements of 8acti03), or at any special meeting if notice thére included in
the notice of such special meeting, to alter oeatjpny Bylaws of the Corporation and to make ngVaBs, except that the Stockholders shall not alteepeal
Section 7.01 without the consent of any Indemnifedsons adversely affected by such proposed tdiei@ repeal, and except that a vote of two-thnfithe
outstanding shares of common stock of the Corpmras required to amend Sections 1.03, 2.04 argl 2.1
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Exhibit 12.1

AVALONBAY COMMUNITIES, INC.
RATIOS OF EARNINGS TO COMBINED FIXED CHARGES AND PR EFERRED STOCK DIVIDENDS

Year Year Year Year Year
Ended Ended Ended Ended Ended
December 31, 20(  December 31, 2008( December 31, 2007( December 31, 2006( December 31, 2005(

Income from continuing operations before cumulaéffect of

change in accounting princig $ 76,411 % 98,49. $ 219,36: $ 137,30t $ 74,947
(Plus):
Equity in income of unconsolidated entities, net of
distributions receive 5,47¢ 6,72¢ 9,532 7,47¢ (4,8072)
Amortization of capitalized interest ( 14,03t 12,42¢ 9,941 7,508 5,957
Earnings before fixed charg $ 95,92! $ 117,64t $ 238,83 $ 152,28 $ 76,10
(Plus) Fixed charge:
Portion of rents representative of the interestoic $ 6,241 $ 5281 $ 3,16t $ 1,41C $ 1,49t
Interest expens 150,32: 114,91( 92,17¢ 103,91( 120,67(
Interest capitalize 48,22¢ 74,62 73,11¢ 46,38¢ 25,28
Preferred dividen — 10,45¢ 8,70(C 8,70( 8,70(
Total fixed charges (¢ $ 204,79 $ 205,27: $ 177,15¢ $ 160,40t $ 156,14¢
(Less):
Interest capitalize 48,22¢ 74,62 73,11¢ 46,38¢ 25,28
Preferred dividen: — 10,45« 8,70( 8,70( 8,70(
Earnings (4. $ 252,48° $ 237,84 $ 334,177 $ 25760 $ 198,26°
Ratio (4 divided by 3 1.2¢ 1.1€ 1.8¢ 1.61 1.27

AVALONBAY COMMUNITIES, INC.
RATIOS OF EARNINGS TO FIXED CHARGES

Year Year Year Year Year
Ended Ended Ended Ended Ended
December 31, 200 December 31, 2008( December 31, 2007( 20 December 31, 20061 December 31, 2005(

Income from continuing operations before cumulaéffect of

change in accounting princig $ 76,41 $ 98,49: $ 219,36: $ 137,30¢ $ 74,94
(Plus):
Equity in income of unconsolidated entities, ne
distributions receive 5,47¢ 6,72¢ 9,532 7,47¢ (4,802
Amortization of capitalized interest ( 14,03t 12,42¢ 9,941 7,50% 5,957
Earnings before fixed charg $ 95,92 $ 117,64t $ 238,83 $ 152,28 $ 76,10z
(Plus) Fixed charge
Portion of rents representative of the interestoic $ 6,241 $ 5287 $ 3,16t $ 1,41C $ 1,49¢
Interest expens 150,32 114,91( 92,17¢ 103,91( 120,67(
Interest capitalize 48,22¢ 74,62: 73,11¢ 46,38¢ 25,28¢
Total fixed charges (¢ $ 204,79C $ 194,81t $ 168,45¢ $ 151,70¢ $ 147,44¢
(Less):
Interest capitalize 48,22¢ 74,62: 73,11¢ 46,38¢ 25,28¢
Earnings (4 $ 252,48 $ 237,84! $ 334,17 $ 257,600 $ 198,26
Ratio (4 divided by 3 1.2¢ 1.22 1.9¢ 1.7C 1.34

(1) The results of operations for 2005 through 200%Hzeen adjusted to reflect discontinued operafimngroperties sold or held for sale as of Decen¥igr2009

(2) Represents an estimate of capitalized interess dasted on the Compé's established depreciation policy and an analysist@rest costs capitalized since 1¢
(the year in which AvalonBay was forme



Exhibit 21.1

SUBSIDIARY LIST (BY JURISDICTION)
California

Bay Rincon, LP
San Francisco Bay Partners Il, Ltd.

Connecticut

Bronxville West, LLC

Forestbroad LLC

Smithtown Galleria Associates Limited Partnership
Town Close Associates Limited Partnership

Delaware

4600 Eisenhower Avenue, LLC
AIV I, LLC

Alameda Financing, L.P.

AMP Apartments, LLC

AMP Apartments Subtenant, LLC

AMV |, LLC

AMV I, LLC
AMV III, LLC
AMV IV, LLC

Aria at Hathorne Hill, LLC

Avria at Laurel Hill, LLC

Arlington Square Financing, LLC
Avalon 57, LLC

Avalon Anaheim Stadium, L.P.
Avalon at Ballston, LLC

Avalon at Diamond Heights, L.P.
Avalon at Dublin Station, L.P.
Avalon at Florham Park, LLC
Avalon at Mission Bay I, L.P.
Avalon at Pacific Bay, L.P.
Avalon at Providence Park, LLC
Avalon Ballard, LLC

Avalon Belltown, LLC

Avalon California Value |, LLC
Avalon California Value Il, LLC
Avalon California Value lll, LLC
Avalon California Value IV, LLC
Avalon California Value V, LLC
Avalon California Value VI, LLC
Avalon California Value VII, LLC
Avalon California Value VIII, LLC
Avalon Clark and Polk, LLC
Avalon Del Rey Apartments, LLC
Avalon DownREIT V, L.P.
Avalon Encino, L.P.

Avalon Fair Lakes, LLC

Avalon Fashion Valley, L.P.
Avalon Gold, LLC

Avalon Green II, LLC

Avalon Grosvenor, L.P.

Avalon Il Maryland Value I, L.P.
Avalon Il Virginia Value I, L.P.
Avalon Il Washington Value I, L.P.




Avalon lllinois Value I, LLC

Avalon lllinois Value I, LLC

Avalon lllinois Value lll, LLC

Avalon Irvine, L.P.

Avalon Lowlands, LLC

Avalon Lyndhurst, LLC

Avalon Maryland Value |, LLC

Avalon Maryland Value I, LLC

Avalon Maryland Value Ill, LLC
Avalon Massachusetts Value |, LLC
Avalon Massachusetts Value I, LLC
Avalon New Jersey Urban Renewal Entity I, LLC
Avalon New Jersey Value Il, LLC
Avalon New Rochelle Il, LLC

Avalon New York Value I, LLC

Avalon Newport, L.P.

Avalon North Bergen, LLC

Avalon Oyster, LLC

Avalon Park Tower, LLC

Avalon Queen Anne, LLC

Avalon Riverview |, LLC

Avalon Riverview North, LLC

Avalon Run, LLC

Avalon Sharon FS, LLC

Avalon Shipyard, LLC

Avalon Tinton Falls, LLC

Avalon Towers Bellevue, LLC

Avalon Towers on the Peninsula, L.P.
Avalon Union City, L.P.

Avalon Upper Falls Limited Partnership
Avalon Upper Falls, LLC

Avalon Watch, LLC

Avalon West Chelsea, LLC

Avalon West Long Branch, LLC
Avalon WFS, LLC

Avalon Willoughby West, LLC

Avalon Wilshire, L.P.

Avalon Woodland Hills, L.P.

Avalon WP |, LLC

Avalon WP Il, LLC

Avalon WP lll, LLC

Avalon WP IV, LLC

Avalon WP V, LLC

Avalon WP VI, LLC

AvalonBay Capital Management Il, LLC
AvalonBay Fund Il Subsidiary GP, LLC
AvalonBay Redevelopment LLC
AvalonBay Trade Zone Village, LLC
AvalonBay VAF Acquisition, LLC
AvalonBay VAF Il Acquisition, LLC
AvalonBay Value Added Fund, L.P.
AvalonBay Value Added Fund II, L.P.
AvalonBay Value Added Fund Il Feeder, L.P.
AvalonBay Value Added REIT II, L.P.
Bay Countrybrook L.P.

Bay Pacific Northwest, L.P.

Bellevue Financing, LLC

Bowery Place | Low-Income Operator, LLC
Bowery Place | Manager, LLC




Cameron Court Financing, LLC
Centerpoint Master Tenant LLC
Chrystie Venture Partners, LLC
Coto De Caza, LLC

Crescent Financing, LLC

CVP I, LLC
CVP I, LLC
CVP I, LLC

Darien Financing, LLC

Downtown Manhattan Residential LLC
Edgewater Financing, LLC

ER Cedar, L.L.C.

Freehold Financing, LLC

Garden City Duplex, LLC

Garden City SF, LLC

Gardens Financing, LLC

Gates Financing, LLC

Glen Cove Development LLC

Glen Cove Il Development LLC
Harbor Financing, LLC

Hathorne FS Holdings, LLC

Jones Road Residential, LLC

Laurel Hill Private Sewer Treatment Facility, LLC
Mission Bay North Financing, L.P.
MVP I, LLC

Norwalk Retail, LLC

Oak Road Office, LLC

PHVP I, LP

PHVP | GP, LLC

Pleasant Hill Manager, LLC

Pleasant Hill Transit Village Associates LLC
Rose Avalon Winbrook Redevelopment, LLC
Roselle Park Urban Renewal, LLC
Roselle Park VP, LLC

Run East Il Financing, LLC

Shady Grove Road Financing, LLC
Silicon Valley Financing, LLC

Tysons West, LLC

Valet Waste Holdings, Inc.

West Chelsea Transaction, LLC
WLBVP, LLC

Woburn Financing, LLC

District of Columbia
4100 Massachusetts Avenue Associates, L.P.
Maryland

Avalon 4100 Massachusetts Avenue, Inc.
Avalon Acton, Inc.

Avalon at Chestnut Hill, Inc.
Avalon at Great Meadow, Inc.
Avalon at St. Clare, Inc.
Avalon BFG, Inc.

Avalon Blue Hills, Inc.

Avalon Chase Glen, Inc.
Avalon Chase Grove, Inc.
Avalon Cohasset, Inc.

Avalon Collateral, Inc.




Avalon Commons, Inc.

Avalon Decoverly, Inc.

Avalon DownREIT V, Inc.

Avalon Fairway Hills | Associates
Avalon Fairway Hills Il Associates
Avalon Fairway I, Inc.

Avalon Grosvenor LLC

Avalon Hingham PM, Inc.

Avalon Mills, Inc.

Avalon Oaks, Inc.

Avalon Oaks West, Inc.

Avalon Promenade, Inc.

Avalon Rock Spring Associates, LLC
Avalon Sharon, Inc.

Avalon Symphony Woods, Inc.
Avalon Town Green I, Inc.

Avalon Upper Falls Limited Dividend Corporation
Avalon Village North, Inc.

Avalon Village South, Inc.
AvalonBay Arna Valley, Inc.
AvalonBay Capital Management, Inc.
AvalonBay Construction Services, Inc.
AvalonBay Grosvenor, Inc.
AvalonBay NYC Development, Inc.
AvalonBay Orchards, Inc.
AvalonBay Parking, Inc.

AvalonBay Shrewsbury, Inc.
AvalonBay Traville, LLC

AvalonBay Value Added Fund, Inc.
AVB Development Transactions, Inc.
AVB Northborough, Inc.

AVB Pleasant Hill TRS, Inc.

AVB Service Provider, Inc.

AVB West Long Branch, Inc.

Bay Asset Group, Inc.

Bay Development Partners, Inc.

Bay GP, Inc.

Bay Waterford, Inc.

California Multiple Financing, Inc.
Centerpoint Tower LLC

Centerpoint Garage LLC
Centerpoint Eutaw/Howard Holdings LLC
Centerpoint Development Il LLC
Centerpoint Howard LLC
Centerpoint Eutaw LLC

Centerpoint Tower/Garage Holdings LLC
Georgia Avenue, Inc.

JP Construction in Milford, Inc.
Juanita Construction, Inc.

Lexington Ridge-Avalon, Inc.

Massachusetts

AvalonBay BFG Limited Partnership
Hingham Shipyard East Property Owners Associatir,

New Jersey

Town Cove Jersey City Urban Renewal, Inc.
Town Run Associates

Virginia
Arna Valley View Limited Partnership
Avalon Decoverly Associates Limited Partnership



Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference irféllewing Registration statements of AvalonBay Gommities, Inc. and in the related Prospectus ofreports dated
March 1, 2010, with respect to the consolidatedrfiial statements and schedule of AvalonBay Comiiesninc. and the effectiveness of internal cdraver financial
reporting of AvalonBay Communities, Inc., includadhis Annual Report (Form 10-K) for the year edd@cember 31, 2009.

Form S-3 Form S-8

No. 33:-157627 No. 33:-161258
No. 33:-87063 No. 33:-16837
No. 33:-15407 No. 33:-115290

No. 33:-107413

/sl Ernst & Young LLP

Mclean, Virginia
March 1, 2010



Exhibit 31.1

CERTIFICATION

I, Bryce Blair, certify that:

1. | have reviewed this annual report on Forr-K of AvalonBay Communities, Inc

2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or omététe a material fact necessary to make the staits
made, in light of the circumstances under whicthsstatements were made, not misleading with regpebe period covered by this repc

3. Based on my knowledge, the financial statement$ oéimer financial information included in this repdairly present in all material respects theaficial
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskint¢his report

4. The registrar's other certifying officers and | are responsiloledstablishing and maintaining disclosure contanld procedures (as defined in Exchange

Rules 13a — 15(e) and 15d — 15(e)) and internalrobaver financial reporting (as defined in ExcgarAct Rules 13a — 15(f) and 15d — 15(f)) for the

registrant and havi

(@) Designed such disclosure controls and phaes, or caused such disclosure controls and guoese to be designed under our supervision, toreribat
material information relating to the registrantlirding its consolidated subsidiaries, is made kmtows by others within those entities, partidylar
during the period in which this report is beinggaeed;

(b)  Designed such internal control over finahegporting, or caused such internal control diremcial reporting to be designed under our sup&m, to
provide reasonable assurance regarding the réyabilfinancial reporting and the preparation imiaicial statements for external purposes in
accordance with generally accepted accounting ipltes;

(c) Evaluated the effectiveness of the regtsadisclosure controls and procedures and predentthis report our conclusions about the effectess of
the disclosure controls and procedures, as ofrideoéthe period covered by this report based @h swaluation; an

(d) Disclosed in this report any change in the regi’'s internal control over financial reporting thatomed during the registre s most recent fisci
quarter (the registrant’s fourth fiscal quartettia case of an annual report) that has materiéftgted, or is reasonably likely to materially affethe
registran’s internal control over financial reporting; &

5. The registrant’s other certifying officersdal have disclosed, based on our most recent &iatuof internal control over financial reportirtg,the registrant’s
auditors and the audit committee of the regis’s Board of Directors (or persons performing theivaant functions)

(a)  All significant deficiencies and materiataknesses in the design or operation of intermatabover financial reporting which are reasondiigly to
adversely affect the registr’s ability to record, process, summarize and refprahcial information; ant

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a signifiaéain the registra’s internal control ove
financial reporting

Date: February 26, 201 /s/ Bryce Blair

Bryce Blair
Chief Executive Officer



Exhibit 31.2

CERTIFICATION

I, Thomas J. Sargeant, certify that:

1. | have reviewed this annual report on Forr-K of AvalonBay Communities, Inc

2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or omététe a material fact necessary to make the staits
made, in light of the circumstances under whicthsstatements were made, not misleading with regpebe period covered by this repc

3. Based on my knowledge, the financial statement$ oéimer financial information included in this repdairly present in all material respects theaficial
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskint¢his report

4. The registrar's other certifying officers and | are responsiloledstablishing and maintaining disclosure contanld procedures (as defined in Exchange

Rules 13a — 15(e) and 15d — 15(e)) and internalrobaver financial reporting (as defined in ExcgarAct Rules 13a — 15(f) and 15d — 15(f)) for the

registrant and havi

(@) Designed such disclosure controls and phaes, or caused such disclosure controls and guoese to be designed under our supervision, toreribat
material information relating to the registrantlirding its consolidated subsidiaries, is made kmtows by others within those entities, partidylar
during the period in which this report is beinggaeed;

(b)  Designed such internal control over finahegporting, or caused such internal control diremcial reporting to be designed under our sup&m, to
provide reasonable assurance regarding the réyabilfinancial reporting and the preparation imiaicial statements for external purposes in
accordance with generally accepted accounting ipltes;

(c) Evaluated the effectiveness of the regtsadisclosure controls and procedures and predentthis report our conclusions about the effectess of
the disclosure controls and procedures, as ofrideoéthe period covered by this report based @h swaluation; an

(d) Disclosed in this report any change in the regi’'s internal control over financial reporting thatomed during the registre s most recent fisci
quarter (the registrant’s fourth fiscal quartettia case of an annual report) that has materiéftgted, or is reasonably likely to materially affethe
registran’s internal control over financial reporting; &

5. The registrant’s other certifying officersdal have disclosed, based on our most recent &iatuof internal control over financial reportirtg,the registrant’s
auditors and the audit committee of the regis’s Board of Directors (or persons performing theivaant functions)

(a)  All significant deficiencies and materiataknesses in the design or operation of intermatabover financial reporting which are reasondiigly to
adversely affect the registr’s ability to record, process, summarize and refprahcial information; ant

(b)  Any fraud, whether or not material, that involveamagement or other employees who have a signifiaéain the registra’s internal control ove
financial reporting

Date: February 26, 201 /s/ Thomas J. Sargea

Thomas J. Sargean
Chief Financial Officer



Exhibit 32

CERTIFICATION

The undersigned officers of AvalonBay Communitles, (the “Company”) hereby certify that the Comparannual report on Form 10-K to which this ceécttion is
attached (the “Report”), as filed with the Secestand Exchange Commission on the date hereaof,dothplies with the requirements of Section 13¢a)%(d), as
applicable, of the Securities Exchange Act of 1334amended (the “Exchange Act”), and that therimédion contained in the Report fairly presentsalirmaterial
respects, the financial condition and results @rapions of the Company.

Date: February 26, 201 /s/ Bryce Blair
Bryce Blair
Chief Executive Officer

/s/ Thomas J. Sargear
Thomas J. Sargeat
Chief Financial Officer

This certification is being furnished and not fileshd shall not be incorporated into any documenafiy purpose, under the
Securities Exchange Act of 1934 or the Securitieso 1933.



