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EXPLANATORY NOTE
AvalonBay Communities, Inc. is filing this Amendment No. 1 on Form 10-K/A to our Annual Report on Form 10-K
for the fiscal year ended December 31, 2006 filed on March 1, 2007 (the �Form 10-K�) (i) to restate our financial
statements as of December 31, 2006, 2005 and 2004, and for the years then ended, and to amend other Items
contained in the Form 10-K to reflect such restatement, and (ii) to correct a typographical error in the description of
the Second Amended and Restated Revolving Loan Agreement of the Company referenced as Exhibit 10.32 to the
Form 10-K.
The Following items have been amended principally as a result of, and to reflect, the restatement, and no other
information in the Form 10-K is amended hereby as a result of the restatement:

    Part I � Item 1: Business;

    Part II � Item 6: Selected Consolidated Financial Data;

    Part II � Item 7: Management�s Discussion and Analysis of Financial Condition and Results of Operations;

    Part II � Item 8: Financial Statements and Supplementary Data;

    Part II � Item 9A: Controls and Procedures.
This Form 10-K/A also includes the following updated exhibits:

Exhibit 12.1: Statements re: Computation of Ratios;

Exhibit 23.1: Consent of Ernst & Young LLP;

Exhibits 31.1 and 31.2: Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (Chief Executive
Officer and Chief Financial Officer;

Exhibit 32: Certification pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (Chief Executive
Officer and Chief Financial Officer).

We have restated our financial statements to revise the accounting for long-term land leases. In April 2007 the
Company determined to measure the aggregate undiscounted cash payments required under certain long-term land
leases with fixed, or minimum, escalations over the non-cancelable lease term as opposed to the Company�s expected
holding period of its interest in the related asset. This change primarily impacts the land lease accounting related to
one consolidated asset with a 90-year lease in which the land lessor is also the Company�s partner in the venture
holding the asset that became effective in 1999. The change will result in an additional non-cash increase to operating
expenses of approximately $10,500,000 per year in excess of the current annual cash payments, as well as additional
depreciation expense. In addition, we recognized the value associated with a provision in the associated joint venture
agreement allowing our partner to put their interest in the investment to us at the future fair market value as a
component of minority interest, with the offset to stockholder�s equity.
We have also corrected the description of the Second Amended and Restated Revolving Loan Agreement of the
Company referenced as Exhibit 10.32 in the Company�s Annual Report on Form 10-K filed on March 1, 2007. The
exhibit description inadvertently incorporated by reference our prior filing of a prior version of the Company�s
Revolving Loan Agreement. The corrected exhibit description incorporates by reference our most recent filing of our
current Second Amended and Restated Revolving Loan Agreement, which was filed as an exhibit to a Form 8-K filed
by the Company on November 17, 2006.
This Form 10-K/A does not reflect events occurring after the filing of the original Form 10-K, nor does it modify or
update the disclosures therein in any way other than as required to reflect matters related to the Restatement or its
underlying cause as specifically described herein. We have not amended and do not anticipate amending our Annual
Reports on Form 10-K for any years prior to fiscal year 2006, nor will we be amending any of our previously filed
Quarterly Reports on Form 10-Q. The financial statements and other information that have been previously filed or
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otherwise reported for these periods should no longer be relied upon; all such prior information is superseded by the
information in this Form 10-K/A and our Quaterly Rerport on Form 10-Q for the quarter ended March 31, 2007.
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PART I
This Form 10-K contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933
and Section 21E of the Securities Exchange Act of 1934. Our actual results could differ materially from those set forth
in each forward-looking statement. Certain factors that might cause such a difference are discussed in this report,
including in the section entitled �Forward-Looking Statements� on page 65 of this Form 10-K. You should also review
Item 1a., �Risk Factors,� for a discussion of various risks that could adversely affect us.
ITEM 1. BUSINESS
General
AvalonBay Communities, Inc. (the �Company,� which term, unless the context otherwise requires, refers to AvalonBay
Communities, Inc. together with its subsidiaries) is a Maryland corporation that has elected to be treated as a real
estate investment trust, or REIT, for federal income tax purposes. We engage in the development, redevelopment,
acquisition, ownership and operation of multifamily communities in high barrier-to-entry markets of the United
States. These barriers-to-entry generally include a difficult and lengthy entitlement process with local jurisdictions and
dense urban or suburban areas where zoned and entitled land is in limited supply. Our markets are located in the
Northeast, Mid-Atlantic, Midwest, Pacific Northwest, and Northern and Southern California regions of the United
States. We focus on these markets because we believe that, long term, the limited new supply of apartment homes and
lower housing affordability in these markets will result in larger increases in cash flows relative to other markets. In
addition to increasing the rental revenues of our operating assets, we believe these market attributes will increase the
value of our operating assets and enable us to create additional value through the development and selective
acquisition of multifamily housing.
At January 31, 2007, we owned or held a direct or indirect ownership interest in:

� 151 operating apartment communities containing 43,533 apartment homes in ten states and the District of
Columbia, of which six communities containing 2,381 apartment homes were under reconstruction;

� 17 communities under construction that are expected to contain an aggregate of 5,153 apartment homes when
completed; and

� rights to develop an additional 54 communities that, if developed in the manner expected, will contain an
estimated 14,185 apartment homes.

We generally obtain ownership in an apartment community by developing a new community on vacant land or by
acquiring and either repositioning or redeveloping an existing community. In selecting sites for development,
redevelopment or acquisition, we favor locations that are near expanding employment centers and convenient to
transportation, recreation areas, entertainment, shopping and dining.
Our real estate investments consist of the following reportable segments: Established Communities, Other Stabilized
Communities and Development/Redevelopment Communities. Established Communities are generally operating
communities that are consolidated for financial reporting purposes and that were owned and had stabilized occupancy
and operating expenses as of the beginning of the prior year. Other Stabilized Communities are generally all other
operating communities that have stabilized occupancy and operating expenses during the current year, but that had not
achieved stabilization as of the beginning of the prior year. Development/ Redevelopment Communities consist of
communities that are under construction, communities where substantial redevelopment is in progress or is planned to
begin during the current year and communities under lease-up. A more detailed description of these segments and
other related information can be found in Note 9, �Segment Reporting,� of the Consolidated Financial Statements set
forth in Item 8 of this report.
Our principal financial goal is to increase long-term stockholder value by successfully and cost-effectively
developing, redeveloping, acquiring, owning and operating high-quality communities in our selected markets that
contain features and amenities desired by residents, as well as by providing our residents with efficient and effective
service. To help fulfill this goal, we regularly (i) monitor our investment allocation by geographic market and product
type, (ii) develop, redevelop and acquire apartment communities in high barrier-to-entry markets with
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growing or high potential for demand and high for-sale housing costs, (iii) selectively sell apartment communities that
no longer meet our long-term strategy or when opportunities are presented to realize a portion of the value created
through our investment and redeploy the proceeds from those sales, and (iv) endeavor to maintain a capital structure
that is aligned with our business risks such that we maintain continuous access to cost-effective capital. Our long-term
strategy is to more deeply penetrate the high barrier-to-entry markets in our chosen regions with a broad range of
products and services and an intense focus on our customer. A substantial majority of our current communities are
upscale, which generally command among the highest rents in their markets. However, we also pursue the ownership
and operation of apartment communities that target a variety of customer segments and price points, consistent with
our goal of offering a broad range of products and services.
During the three years ended December 31, 2006, we acquired two apartment communities whose financial results are
consolidated for financial reporting purposes, disposed of 16 apartment communities, and completed the development
of 20 apartment communities and the redevelopment of six apartment communities. In anticipation of continued
improvement in apartment fundamentals and to help position us for future growth, we increased our construction
volume during 2006 (as measured by total projected capitalized cost at completion) and continued to secure new
development opportunities, including the acquisition of land for future development. We also increased our
investments in apartment communities through an institutional discretionary investment fund, AvalonBay Value
Added Fund, L.P. (the �Fund�), which we manage and in which we own approximately a 15% interest. The Fund
acquired communities that we believe we can redevelop or reposition, or take advantage of market cycle timing and
improved operating performance, to create value. Since its inception in March 2005, the Fund has acquired 13
communities. A more detailed description of the Fund and its investment activity can be found in Financing Activities
and Note 6, �Investments in Unconsolidated Entities� of the Consolidated Financial Statements in Item 8 of this report.
As a result of strong capital flows to the industry, we also continued to dispose of assets at prices that enabled
significant realized gains on cost.
In 2007, we expect additional new development activity to be in the range of $1,000,000,000 to $1,300,000,000, and
we expect the Fund will continue to selectively acquire additional communities. We also anticipate asset sales,
dependent on strategic and value realization opportunities. The level of development, acquisition and disposition
activity, however, is heavily influenced by capital market conditions, including prevailing interest rates. A further
discussion of our development, redevelopment, disposition, acquisition, property management and related strategies
follows.
Development Strategy. We select land for development and follow established procedures that we believe minimize
both the cost and the risks of development. As one of the largest developers of multifamily apartment communities in
high barrier-to-entry markets of the United States, we identify development opportunities through local market
presence and access to local market information achieved through our regional offices. In addition to our principal
executive office in Alexandria, Virginia, we also maintain regional offices and administrative or specialty offices in or
near the following cities:

� Boston, Massachusetts;

� Chicago, Illinois;

� Long Island, New York;

� Los Angeles, California;

� New York, New York;

� Newport Beach, California;

� San Jose, California;
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� Seattle, Washington;

� Shelton, Connecticut; and

� Woodbridge, New Jersey.
After selecting a target site, we usually negotiate for the right to acquire the site either through an option or a
long-term conditional contract. Options and long-term conditional contracts generally enable us to acquire the target
site shortly before the start of construction, which reduces development-related risks and preserves capital. However,
we will acquire and hold land when business conditions warrant. Due to increased competition for land based on
current market conditions, we have, at times, acquired land earlier in the development cycle or acquired land zoned for
uses other than residential with the potential for rezoning. After we acquire land, we generally shift our focus to
construction. Except for certain mid-rise and high-rise apartment communities where we may elect to use third-party
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general contractors or construction managers, we act as our own general contractor and construction manager. We
generally perform these functions directly (although we may use a wholly-owned subsidiary) both for ourselves and
for the joint ventures and partnerships of which we are a member or a partner. We believe this enables us to achieve
higher construction quality, greater control over construction schedules and significant cost savings. Our development,
property management and construction teams monitor construction progress to ensure high-quality workmanship and
a smooth and timely transition into the leasing and operating phase.
As competition for desirable development opportunities has increased in recent years, we will in some cases be
engaged in more complicated development pursuits. For example, at times we have acquired and may in the future
acquire existing commercial buildings with the intent to pursue rezoning, tenant terminations or expirations and
demolition of the existing structures. Generally, during the period that we hold these buildings for future development,
the net revenue from these operations, which we consider to be incidental, is accounted for as a reduction in our
investment in the development pursuit and not as net income. We have also participated, and may in the future
participate, in master planned or other large multi-use developments where we commit to build infrastructure (such as
roads) to be used by other participants or commit to act as construction manager or general contractor in building
structures or spaces for third parties (such as municipal garages or parks). Costs we incur in connection with these
activities may be accounted for as additional invested capital in the community or we may earn fee income for
providing these services. Particularly with large scale, urban in-fill developments, we may engage in significant
environmental remediation efforts to prepare a site for construction.
Throughout this report, the term �development� is used to refer to the entire property development cycle, including
pursuit of zoning approvals, procurement of architectural and engineering designs and the construction process.
References to �construction� refer to the actual construction of the property, which is only one element of the
development cycle.
Redevelopment Strategy. When we undertake the redevelopment of a community, our goal is to renovate and/or
rebuild an existing community so that our total investment is generally below replacement cost and the community is
well positioned in the market to achieve attractive returns on our capital. We have established procedures to minimize
both the cost and risks of redevelopment. Our redevelopment teams, which include key redevelopment, construction
and property management personnel, monitor redevelopment progress. We believe we achieve significant cost savings
by acting as our own general contractor. More importantly, this helps to ensure high-quality design and workmanship
and a smooth and timely transition into the lease-up and restabilization phase.
Throughout this report, the term �redevelopment� is used to refer to the entire redevelopment cycle, including planning
and procurement of architectural and engineering designs, budgeting and actual renovation work. The actual
renovation work is referred to as �reconstruction,� which is only one element of the redevelopment cycle.
Disposition Strategy. We sell assets when market conditions are favorable and redeploy the proceeds from those sales
to develop, redevelop and acquire communities and to rebalance our portfolio across geographic regions. This also
allows us to realize a portion of the value created through our investments, and provides additional liquidity. We are
then able to redeploy the net proceeds from our dispositions in lieu of raising that amount of capital externally by
issuing debt or equity securities. When we decide to sell a community, we generally solicit competing bids from
unrelated parties for these individual assets and consider the sales price of each proposal.
Acquisition Strategy. Our core competencies in development and redevelopment discussed above allow us to be
selective in the acquisitions we target. Acquisitions allow us to achieve rapid penetration into markets in which we
desire an increased presence. Acquisitions (and dispositions) also help us achieve our desired product mix or
rebalance our portfolio. In 2005 we formed the Fund, which during its investment period (ending no later than
March 2008) will be the principal vehicle for us to acquire additional investments in apartment communities, subject
to certain exceptions. Through the Fund�s investment period (or until fully invested), we expect to continue our
acquisition activity through the Fund, focusing in particular on communities in our markets that can benefit from
redevelopment, repositioning or market cycle opportunities.
Property Management Strategy. We intend to increase operating income through innovative, proactive property
management that will result in higher revenue from communities and controlled operating expenses.
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Our principal strategies to maximize revenue include:
� strong focus on resident satisfaction;

� staggering lease terms such that lease expirations are better matched to traffic patterns;

� balancing high occupancy with premium pricing, and increasing rents as market conditions permit; and

� managing community occupancy for optimal rental revenue levels.
Controlling operating expenses is another way in which we intend to increase earnings growth. Growth in our
portfolio and the resulting increase in revenue allows for fixed operating costs to be spread over a larger volume of
revenue, thereby increasing operating margins. We control operating expenses in a variety of ways, which include the
following, among others:

� we use purchase order controls, acquiring goods and services from pre-approved vendors;

� we purchase supplies in bulk where possible;

� we bid third-party contracts on a volume basis;

� we strive to retain residents through high levels of service in order to eliminate the cost of preparing
an apartment home for a new resident and to reduce marketing and vacant apartment utility costs;

� we perform turnover work in-house or hire third parties, generally depending upon the least costly
alternative;

� we undertake preventive maintenance regularly to maximize resident satisfaction and property and
equipment life; and

� we aggressively pursue real estate tax appeals.
On-site property management teams receive bonuses based largely upon the net operating income produced at their
respective communities. We use and continuously seek ways to improve technology applications to help manage our
communities, believing that the accurate collection of financial and resident data will enable us to maximize revenue
and control costs through careful leasing decisions, maintenance decisions and financial management.
We generally manage the operation and leasing activity of our communities directly (although we may use a
wholly-owned subsidiary) both for ourselves and the joint ventures and partnerships of which we are a member or a
partner.
From time to time, we also pursue or arrange ancillary services for our residents to provide additional revenue sources
or increase resident satisfaction. In general, as a REIT we cannot directly provide services to our tenants that are not
customarily provided by a landlord, nor can we share in the income of a third party that provides such services.
However, we can provide such non-customary services to residents or share in the revenue from such services if we do
so through a �taxable REIT subsidiary,� which is a subsidiary that is treated as a �C corporation� and is therefore subject
to federal income taxes.
Financing Strategy. We have consistently maintained, and intend to continue to maintain, a capital structure that is
aligned to the business risks presented by our corporate strategy. For the year ended December 31, 2006, our fixed
charge ratio on an incurred and expensed basis was 1.82 and 2.58, respectively. We believe that fixed charge coverage
is an important measure of balance sheet strength, as it measures our ability to service fixed payment obligations from
operating cash flow. At December 31, 2006, our debt-to-total market capitalization was 22.3%, and our long-term
floating rate debt was 3.4% of total market capitalization. Total market capitalization reflects the aggregate of the
market value of our common stock, the market value of our operating partnership units outstanding (based on the
market value of our common stock), the liquidation preference of our preferred stock and the outstanding principal
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amount of our debt. We believe that debt-to-total market capitalization can be one useful measure of a real estate
operating company�s long-term liquidity and balance sheet strength, because it shows an approximate relationship
between a company�s total debt and the current total market value of its assets based on the current price at which the
company�s common stock trades. However, because debt-to-total market capitalization changes with fluctuations in
our stock price, which occur regularly, our debt-to-total market capitalization may change even when our earnings and
debt levels remain stable.
We estimate that a portion of our short-term liquidity needs will be met from retained operating cash and borrowings
under our variable rate unsecured credit facility. If required to meet the balance of our current or anticipated liquidity
needs, we will attempt to arrange additional capacity under our existing unsecured credit facility, sell
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existing communities or land and/or issue additional debt or equity securities. A determination to engage in an equity
or debt offering depends on a variety of factors such as general market and economic conditions, including interest
rates, our short and long term liquidity needs, the adequacy of our expected liquidity sources, the relative costs of debt
and equity capital, and growth opportunities. A summary of debt and equity activity for the last three years is reflected
on our Consolidated Statement of Cash Flows of the Consolidated Financial Statements set forth in Item 8 of this
report.
We have entered into, and may continue in the future to enter into, joint ventures (including limited liability
companies) or partnerships through which we would own an indirect economic interest of less than 100% of the
community or communities owned directly by such joint venture or partnership. Our decision whether to hold an
apartment community in fee simple or to have an indirect interest in the community through a joint venture or
partnership is based on a variety of factors and considerations, including: (i) the economic and tax terms required by a
seller of land or of a community, who may prefer that (or who may require less payment if) the land or community is
contributed to a joint venture or partnership; (ii) our desire to diversify our portfolio of communities by market,
submarket and product type; (iii) our desire at times to preserve our capital resources to maintain liquidity or balance
sheet strength; and (iv) our projection, in some circumstances, that we will achieve higher returns on our invested
capital or reduce our risk if a joint venture or partnership vehicle is used. Investments in joint ventures or partnerships
are not limited to a specified percentage of our assets. Each joint venture or partnership agreement is individually
negotiated, and our ability to operate and/or dispose of a community in our sole discretion may be limited to varying
degrees depending on the terms of the joint venture or partnership agreement.
We have invested in the Fund, a private, discretionary investment vehicle that acquires and operates apartment
communities in our markets. The Fund will serve, until March 16, 2008 or until 80% of its committed capital is
invested, as the principal vehicle through which we will invest in the acquisition of apartment communities, subject to
certain exceptions. These exceptions include significant individual asset and portfolio acquisitions, properties acquired
in tax-deferred transactions and acquisitions that are inadvisable or inappropriate for the Fund. The Fund will not
restrict our development activities, and will terminate after a term of eight years, subject to two one-year extensions.
The Fund has nine institutional investors, including us, with a combined equity capital commitment of $330,000,000.
A significant portion of the investments made in the Fund by its investors are being made through AvalonBay Value
Added Fund, Inc., a Maryland corporation that qualifies as a REIT under the Internal Revenue Code (the �Fund REIT�).
A wholly-owned subsidiary of the Company is the general partner of the Fund and has committed $50,000,000 to the
Fund and the Fund REIT (of which approximately $22,944,000 has been invested as of January 31, 2007) representing
a 15.2% combined general partner and limited partner equity interest. Under the Fund documents, the Fund has the
ability to employ leverage through debt financings up to 65% on a portfolio basis, which, if achieved, would enable
the Fund to invest up to $940,000,000. We currently expect that leverage of less than 65% will be employed, reducing
the projected investment value to between $850,000,000 and $900,000,000 (of which approximately $514,000,000 has
been invested as of January 31, 2007).
In addition, we may, from time to time, offer shares of our equity securities, debt securities or options to purchase
stock in exchange for property.
Other Strategies and Activities. While we emphasize equity real estate investments in rental apartment communities,
we have the ability to invest in other types of real estate, mortgages (including participating or convertible mortgages),
securities of other REITs or real estate operating companies, or securities of technology companies that relate to our
real estate operations or of companies that provide services to us or our residents, in each case consistent with our
qualification as a REIT. On occasion, we own and operate retail space at our communities when either (i) the highest
and best use of the space is for retail (e.g., street level in an urban area) or (ii) we believe the retail space will enhance
the attractiveness of the community to residents. As of December 31, 2006, we had a total of 327,010 square feet of
rentable retail space that produced gross rental revenue in 2006 of $5,258,000 (0.7% of total revenue). If we secure a
development right and believe that its best use, in whole or in part, is to develop the real estate with the intent to sell
rather than hold the asset, we may, through a taxable REIT subsidiary, develop real estate for sale. At present, we
expect to develop with the intent to sell, directly through a taxable REIT subsidiary or indirectly through a joint
venture partnership, one or more land parcels. Any investment in securities of other entities, and any development of
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real estate for sale, is subject to the percentage of ownership limitations, gross income tests, and other limitations that
must be observed for REIT qualification.
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We have not engaged in trading, underwriting or agency distribution or sale of securities of other issuers and do not
intend to do so. At all times we intend to make investments in a manner so as to qualify as a REIT unless, because of
circumstances or changes to the Internal Revenue Code (or the Treasury Regulations), the Board of Directors
determines that it is no longer in our best interest to qualify as a REIT.
Inflation and Deflation
Substantially all of our apartment leases are for a term of one year or less. In an inflationary environment, this may
allow us to realize increased rents upon renewal of existing leases or the beginning of new leases. Short-term leases
generally minimize our risk from the adverse effects of inflation, although these leases generally permit residents to
leave at the end of the lease term and therefore expose us to the effect of a decline in market rents. In a deflationary
rent environment, we may be exposed to declining rents more quickly under these shorter-term leases.
Tax Matters
We filed an election with our 1994 federal income tax return to be taxed as a REIT under the Internal Revenue Code
of 1986, as amended, and intend to maintain our qualification as a REIT in the future. As a qualified REIT, with
limited exceptions, we will not be taxed under federal and certain state income tax laws at the corporate level on our
net income to the extent net income is distributed to our stockholders. We expect to make sufficient distributions to
avoid income tax at the corporate level. While we believe that we are organized and qualified as a REIT and we intend
to operate in a manner that will allow us to continue to qualify as a REIT, there can be no assurance that we will be
successful in this regard. Qualification as a REIT involves the application of highly technical and complex provisions
of the Internal Revenue Code for which there are limited judicial and administrative interpretations and involves the
determination of a variety of factual matters and circumstances not entirely within our control.
Competition
We face competition from other real estate investors, including insurance companies, pension and investment funds,
partnerships and investment companies and other apartment REITs, to acquire and develop apartment communities
and acquire land for future development. As an owner and operator of apartment communities, we also face
competition for prospective residents from other operators whose communities may be perceived to offer a better
location or better amenities or whose rent may be perceived as a better value proposition given the quality, location
and amenities that the resident seeks. We also compete with the condominium and single-family home markets.
Although we often compete against large sophisticated developers and operators for development opportunities and
for prospective residents, real estate developers and operators of any size can provide effective competition for both
real estate assets and potential residents.
Environmental and Related Matters
As a current or prior owner, operator and developer of real estate, we are subject to various federal, state and local
environmental laws, regulations and ordinances and also could be liable to third parties resulting from environmental
contamination or noncompliance at our communities. For some development communities, we undertake extensive
environmental remediation to prepare the site for construction, which could be a significant portion of our total
construction cost. Environmental remediation efforts could expose us to possible liabilities for accidents or improper
handling of contaminated materials during construction. These and other risks related to environmental matters are
described in more detail in Item 1a., �Risk Factors�.
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Other Information
We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and
copy any document we file at the SEC�s Public Reference Room at 450 Fifth Street, N.W., Washington, D.C. 20549.
You may call the SEC at 1-800-SEC-0330 for further information on the operation of the Public Reference Room. Our
SEC filings are also available to the public from the SEC�s website at www.sec.gov. In addition, you may read our
SEC fillings at the offices of the New York Stock Exchange (�NYSE�), which is located at 20 Board Street, New York,
New York 10005. Our SEC filings are available at the NYSE because our common stock and an outstanding series of
preferred stock are listed on the NYSE.
We maintain a website at www.avalonbay.com. Our annual reports on Form 10-K, quarterly reports on Form 10-Q,
current reports on Form 8-K, and amendments to those reports filed or furnished pursuant to the Securities Exchange
Act of 1934 are available free of charge in the �Investor Relations� section of our website as soon as reasonably
practicable after the reports are filed with or furnished to the SEC. In addition, the charters of our Board�s Nominating
and Corporate Governance Committee, Audit Committee and Compensation Committee, as well as our Corporate
Governance Guidelines and Code of Conduct, are available free of charge in that section of our website or by writing
to AvalonBay Communities, Inc., 2900 Eisenhower Avenue, Suite 300, Alexandria, Virginia 22314, Attention: Chief
Financial Officer.
We were incorporated under the laws of the State of California in 1978. In 1995, we reincorporated in the State of
Maryland and have been focused on the ownership and operation of apartment communities since that time. As of
December 31, 2006, we had 1,767 employees.
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ITEM 1a. RISK FACTORS
Our operations involve various risks that could have adverse consequences, including those described below. This
Item 1a includes forward-looking statements. You should refer to our discussion of the qualifications and limitations
on forward-looking statements on page 65.
Development, redevelopment and construction risks could affect our profitability.
We intend to continue to develop and redevelop apartment home communities. These activities can include long
planning and entitlement timelines and can involve complex and costly activities, including significant environmental
remediation or construction work in high-density urban areas. These activities may be exposed to the following risks:

� we may be unable to obtain, or experience delays in obtaining, necessary zoning, occupancy, or other required
governmental or third party permits and authorizations, which could result in increased costs or the delay or
abandonment of opportunities;

� we may abandon opportunities that we have already begun to explore for a number of reasons, including
changes in local market conditions or increases in construction or financing costs, and, as a result, we may fail
to recover expenses already incurred in exploring those opportunities;

� we may incur costs that exceed our original estimates due to increased material, labor or other costs;

� occupancy rates and rents at a community may fail to meet our expectations for a number of reasons, including
changes in market and economic conditions beyond our control and the development by competitors of
competing communities;

� we may be unable to complete construction and lease up of a community on schedule, resulting in increased
construction and financing costs and a decrease in expected rental revenues;

� we may be unable to obtain financing with favorable terms, or at all, for the proposed development of a
community, which may cause us to delay or abandon an opportunity;

� we may incur liabilities to third parties during the development process, for example, in connection with
managing existing improvements on the site prior to tenant terminations and demolition (such as commercial
space) or in connection with providing services to third parties, such as the construction of shared infrastructure
or other improvements; and

� we may incur liability if our communities are not constructed and operated in compliance with the accessibility
provisions of the Americans with Disabilities Acts, the Fair Housing Act or other federal, state or local
requirements. Noncompliance could result in imposition of fines, an award of damages to private litigants, and
a requirement that we undertake structural modifications to remedy the noncompliance. We are currently
engaged in a lawsuit alleging noncompliance with these statutes. See �Legal Proceedings.�

We project construction costs based on market conditions at the time we prepare our budgets, and our projections
include changes that we anticipate but cannot predict with certainty. Construction costs have been increasing,
particularly for materials such as steel, concrete and lumber, and, for some of our Development Communities and
Development Rights, the total construction costs may be higher than the original budget. Total capitalized cost
includes all capitalized costs projected to be incurred to develop or redevelop a community, determined in accordance
with United States Generally Accepted Accounting Principles (�GAAP�), including:

� land and/or property acquisition costs;

� construction or reconstruction costs;

� costs of environmental remediation;
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� real estate taxes;

� capitalized interest;

� loan fees;

� permits;

� professional fees;

� allocated development or redevelopment overhead; and

� other regulatory fees.
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Costs to redevelop communities that have been acquired have, in some cases, exceeded our original estimates and
similar increases in costs may be experienced in the future. We cannot assure you that market rents in effect at the
time new development or redevelopment communities complete lease-up will be sufficient to fully offset the effects of
any increased construction or reconstruction costs.
Unfavorable changes in market and economic conditions could hurt occupancy or rental rates.
Local conditions in our markets significantly affect occupancy or rental rates at our communities. The risks that may
adversely affect conditions in those markets include the following:

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

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

� a decline in household formation or employment or lack of employment growth;

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

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

Changes in applicable laws, or noncompliance with applicable laws, could adversely affect our operations or
expose us to liability.
We must operate our communities in compliance with numerous federal, state and local laws and regulations,
including landlord tenant laws and other laws generally applicable to business operations. Noncompliance with laws
could expose us to liability.
Compliance with changes in (i) laws increasing the potential liability for environmental conditions existing on
properties or the restrictions on discharges or other conditions, (ii) rent control or rent stabilization laws or (iii) other
governmental rules and regulations or enforcement policies affecting the use and operation of our communities,
including changes to building codes and fire and life-safety codes, may result in lower revenue growth or significant
unanticipated expenditures.
Short-term leases expose us to the effects of declining market rents.
Substantially all of our apartment leases are for a term of one year or less. Because these leases generally permit the
residents to leave at the end of the lease term without penalty, our rental revenues are impacted by declines in market
rents more quickly than if our leases were for longer terms.
Competition could limit our ability to lease apartment homes or increase or maintain rents.
Our apartment communities compete with other housing alternatives to attract residents, including other rental
apartments, condominiums and single-family homes that are available for rent, as well as new and existing
condominiums and single-family homes for sale. Competitive residential housing in a particular area could adversely
affect our ability to lease apartment homes and to increase or maintain rental rates.
Attractive investment opportunities may not be available, which could adversely affect our profitability.
We expect that other real estate investors, including insurance companies, pension funds, other REITs and other
well-capitalized investors, will compete with us to acquire existing properties and to develop new properties. This
competition could increase prices for properties of the type we would likely pursue and adversely affect our
profitability.
Insufficient cash flow could affect our debt financing and create refinancing risk.
We are subject to the risks associated with debt financing, including the risk that our cash flow will be insufficient to
meet required payments of principal and interest. In this regard, we note that we are required to annually distribute
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dividends generally equal to at least 90% of our REIT taxable income, computed without regard to the dividends paid
deduction and our net capital gain, in order for us to continue to qualify as a REIT, and this requirement limits the
amount of our cash flow available to meet required principal and interest payments. The principal outstanding balance
on a portion of our debt will not be fully amortized prior to its maturity. Although we may be able to repay our debt by
using our cash flows, we cannot assure you that we will have sufficient cash flows available to make all required
principal payments. Therefore, we may need to refinance at least a portion of our outstanding debt as it matures. There
is a risk that we may not be able to refinance existing debt or that a refinancing will not be done on as favorable terms,
either of which could have a material adverse effect on our financial condition 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 variable interest rate debt. Accordingly, if interest rates increase, our
interest costs will also rise, unless we have made arrangements that hedge the risk of rising interest rates. In addition,
an increase in market interest rates may lead purchasers of our common stock to demand a greater annual dividend
yield, which could adversely affect the market price of our common stock.
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 communities with obligations issued by local government agencies because
the interest paid to the holders of this debt is generally exempt from federal income taxes and, therefore, the interest
rate is generally more favorable to us. These obligations are commonly referred to as �tax-exempt bonds� and generally
must be secured by communities. As a condition to obtaining tax-exempt financing, or on occasion as a condition to
obtaining favorable zoning in some jurisdictions, we will commit to make some of the apartments in a community
available to households whose income does not exceed certain thresholds (e.g., 50% or 80% of area median income),
or who meet other qualifying tests. As of December 31, 2006, approximately 7% of our apartment homes at current
operating communities were under use limitations such as these. These commitments, which may run without
expiration or may expire after a period of time (such as 15 or 20 years) may limit our ability to raise rents aggressively
and, in consequence, can also limit increases in the value of the communities subject to these restrictions.
In addition, some of our tax-exempt bond financing documents require us to obtain a guarantee from a financial
institution of payment of the principal of, and interest on, the bonds. The guarantee may take the form of a letter of
credit, surety bond, guarantee agreement or other additional collateral. If the financial institution defaults in its
guarantee obligations, or if we are unable to renew the applicable guarantee or otherwise post satisfactory collateral, a
default will occur under the applicable tax-exempt bonds and the community could be foreclosed upon.
Risks related to indebtedness.
We have a $650,000,000 revolving variable rate unsecured credit facility with JPMorgan Chase Bank, N.A., and
Wachovia Bank, N.A., serving together as syndication agent and as banks, Bank of America, N.A., serving as
administrative agent, swing lender, issuing bank and a bank, Morgan Stanley Bank, Wells Fargo Bank, N.A., and
Deutsche Bank Trust Company Americas, serving collectively as documentation agent and as banks, and a syndicate
of other financial institutions, serving as banks. Our organizational documents do not limit the amount or percentage
of indebtedness that may be incurred. Accordingly, subject to compliance with outstanding debt covenants, we could
incur more debt, resulting in an increased risk of default on our obligations and an increase in debt service
requirements that could adversely affect our financial condition and results of operations.
The mortgages on those of our properties subject to secured debt, our unsecured credit facility and the indentures
under which a substantial portion of our debt was issued contain customary restrictions, requirements and other
limitations, as well as certain financial and operating covenants including maintenance of certain financial ratios.
Maintaining compliance with these restrictions could limit our flexibility. A default in these requirements, if uncured,
could result in a requirement that we repay indebtedness, which could severely affect our liquidity and increase our
financing costs.
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Failure to generate sufficient revenue could limit cash flow available for distributions to stockholders.
A decrease in rental revenue could have an adverse effect on our ability to pay distributions to our stockholders and
our ability to maintain our status as a REIT. Significant expenditures associated with each community such as debt
service payments, if any, real estate taxes, insurance and maintenance costs are generally not reduced when
circumstances cause a reduction in income from a community.
Debt financing may not be available and equity issuances could be dilutive to our stockholders.
Our ability to execute our business strategy depends on our access to an appropriate blend of debt and equity
financing. Debt financing may not be available in sufficient amounts or on favorable terms. If we issue additional
equity securities, the interests of existing stockholders could be diluted.
Difficulty of selling apartment communities could limit flexibility.
Federal tax laws may limit our ability to earn a gain on the sale of a community (unless we own it through a subsidiary
which will incur a taxable gain upon sale) if we are found to have held, acquired or developed the community
primarily with the intent to resell the community, and this limitation may affect our ability to sell communities without
adversely affecting returns to our stockholders. In addition, real estate in our markets can at times be hard to sell,
especially if market conditions are poor. These potential difficulties in selling real estate in our markets may limit our
ability to change or reduce the apartment communities in our portfolio promptly in response to changes in economic
or other conditions.
Acquisitions may not yield anticipated results.
Subject to the requirements related to the Fund, we may in the future acquire apartment communities on a select basis.
Our acquisition activities and their success may be exposed to the following risks:

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

� our estimate of the costs of repositioning or redeveloping an acquired property may prove inaccurate.
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 activity or make acquisitions outside of our existing market areas
if appropriate opportunities arise. As noted in the business description above, we also own and operate retail space
when a retail component represents the best use of the space, as is often the case with large urban in-fill developments.
Also as noted in the business description above, we expect to develop, through a taxable REIT subsidiary, directly or
through a joint venture partnership, one or more parcels with the intent to sell, which we believe represents the best
use for those parcels. Our historical experience in our existing markets in developing, owning and operating rental
communities does not ensure that we will be able to operate successfully in new markets, should we choose to enter
them, or that we will be successful in these other activities. We may be exposed to a variety of risks if we choose to
enter new markets, including an inability to evaluate accurately local apartment market conditions; an inability to
obtain land for development or to identify appropriate acquisition opportunities; an inability to hire and retain key
personnel; and lack of familiarity with local governmental and permitting procedures. We may be unsuccessful in
owning and operating retail space at our communities or in developing real estate with the intent to sell.
Risks involved in real estate activity through joint ventures.
Instead of acquiring or developing apartment communities directly, at times we invest as a partner or a co-venturer.
Partnership or joint venture investments involve risks, including the possibility that our partner might become
insolvent or otherwise refuse to make capital contributions when due; that we may be responsible to our partner for
indemnifiable losses; that our partner might at any time have business goals which are inconsistent with ours; and
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that our partner may be in a position to take action or withhold consent contrary to our instructions or requests.
Frequently, we and our partner may each have the right to trigger a buy-sell arrangement, which could cause us to sell
our interest, or acquire our partner�s interest, at a time when we otherwise would not have initiated such a transaction.
Risks associated with an investment in and management of a discretionary investment fund.
We have formed the Fund which, through a wholly-owned subsidiary, we manage as the general partner and to which
we have committed $50,000,000, representing an approximate 15% equity interest. This presents risks, including the
following:

� investors in the Fund may fail to make their capital contributions when due and, as a result, the Fund may be
unable to execute its investment objectives;

� our subsidiary that is the general partner of the Fund is generally liable, under partnership law, for the debts
and obligations of the Fund, subject to certain exculpation and indemnification rights pursuant to the terms of
the partnership agreement of the Fund;

� investors in the Fund holding a majority of the partnership interests may remove us as the general partner
without cause, subject to our right to receive an additional nine months of management fees after such removal
and our right to acquire one of the properties then held by the Fund;

� while we have broad discretion to manage the Fund and make investment decisions on behalf of the Fund, the
investors or an advisory committee comprised of representatives of the investors must approve certain matters,
and as a result we may be unable to cause the Fund to make certain investments or implement certain decisions
that we consider beneficial;

� we can develop communities but are generally prohibited from making acquisitions of apartment communities
outside of the Fund until the earlier of March 16, 2008 or until 80% of the Fund�s committed capital is invested,
subject to certain exceptions; and

� we may be liable if either the Fund, or the REIT through which a number of investors have invested in the
Fund and which we manage, fails to comply with various tax or other regulatory matters.

Risk of earthquake damage.
As further described in Item 2., �Communities � Insurance and Risk of Uninsured Losses,� many of our West Coast
communities are located in the general vicinity of active earthquake faults. We cannot assure you that an earthquake
would not cause damage or losses greater than insured levels. In the event of a loss in excess of insured limits, we
could lose our capital invested in the affected community, as well as anticipated future revenue from that community.
We would also continue to be obligated to repay any mortgage indebtedness or other obligations related to the
community. Any such loss could materially and adversely affect our business and our financial condition and results
of operations.
Insurance coverage for earthquakes is expensive due to limited industry capacity. As a result, we may experience
shortages in desired coverage levels if market conditions are such that insurance is not available.
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 discussed above, we carry commercial general liability insurance, property
insurance and terrorism insurance with respect to our communities on terms we consider commercially reasonable.
There are, however, certain types of losses (such as losses arising from acts of war) that are not insured, in full or in
part, because they are either uninsurable or the cost of insurance makes it, in management�s view, economically
impractical. If an uninsured property loss or a property loss in excess of insured limits were to occur, we could lose
our capital invested in a community, as well as the anticipated future revenues from such community. We would also
continue to be obligated to repay any mortgage indebtedness or other obligations related to the community. If an
uninsured liability to a third party were to occur, we would incur the cost of defense and settlement with, or court
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ordered damages to, that third party. A significant uninsured property or liability loss could materially and adversely
affect our business and our financial condition and results of operations.
We may incur costs and increased expenses to repair property damage resulting from inclement weather.
Particularly in the Northeast and Midwest we are exposed to risks associated with inclement winter weather, including
increased costs for the removal of snow and ice as well as from delays in construction. In addition, inclement weather
could increase the need for maintenance and repair of our communities.
We may incur costs due to environmental contamination or non-compliance.
Under various federal, state and local environmental laws, regulations and ordinances, we may be required, regardless
of knowledge or responsibility, to investigate and remediate the effects of hazardous or toxic substances or petroleum
product releases at our properties and may be held liable under these laws or common law to a governmental entity or
to third parties for property, personal injury or natural resources damages and for investigation and remediation costs
incurred as a result of the contamination. These damages and costs may be substantial. The presence of such
substances, or the failure to properly remediate the contamination, may adversely affect our ability to borrow against,
sell or rent the affected property.
In addition, some environmental laws create a lien on the contaminated site in favor of the government for damages
and costs it incurs as a result of the contamination.
The development, construction and operation of our communities are subject to regulations and permitting under
various federal, state and local laws, regulations and ordinances, which regulate matters including wetlands protection,
storm water runoff and wastewater discharge. Noncompliance with such laws and regulations may subject us to fines
and penalties. We do not currently anticipate that we will incur any material liabilities as a result of noncompliance
with these laws.
Certain federal, state and local laws, regulations and ordinances govern the removal, encapsulation or disturbance of
asbestos containing materials (�ACMs�) when such materials are in poor condition or in the event of renovation or
demolition of a building. These laws and the common law may impose liability for release of ACMs and may allow
third parties to seek recovery from owners or operators of real properties for personal injury associated with exposure
to ACMs. We are not aware that any ACMs were used in the construction of the communities we developed. ACMs
were, however, used in the construction of several of the communities that we acquired. We implement an operations
and maintenance program at each of the communities at which ACMs are detected. We do not currently anticipate that
we will incur any material liabilities as a result of the presence of ACMs at our communities.
We are aware that some of our communities have lead paint and have implemented an operations and maintenance
program at each of those communities. We do not currently anticipate that we will incur any material liabilities as a
result of the presence of lead paint at our communities.
All of our stabilized operating communities, and all of the communities that we are currently developing or
redeveloping, have been subjected to at least a Phase I or similar environmental assessment, which generally does not
involve invasive techniques such as soil or ground water sampling. These assessments, together with subsurface
assessments conducted on some properties, have not revealed, and we are not otherwise aware of, any environmental
conditions that we believe would have a material adverse effect on our business, assets, financial condition or results
of operation. In connection with our ownership, operation and development of communities, from time to time we
undertake substantial remedial action in response to the presence of subsurface or other contaminants. In some cases,
an indemnity exists upon which we may be able to rely if environmental liability arises from the contamination or
remediation costs exceed estimates. There can be no assurance, however, that all necessary remediation actions have
been or will be undertaken at our properties or that we will be indemnified, in full or at all, in the event that
environmental liability arises.
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Mold growth may occur when excessive moisture accumulates in buildings or on building materials, particularly if the
moisture problem remains undiscovered or is not addressed over a period of time. Although the occurrence of mold at
multifamily and other structures, and the need to remediate such mold, is not a new phenomenon, there has been
increased awareness in recent years that certain molds may in some instances lead to adverse health effects, including
allergic or other reactions. To help limit mold growth, we educate residents about the importance of adequate
ventilation and request or require that they notify us when they see mold or excessive moisture. We have established
procedures for promptly addressing and remediating mold or excessive moisture from apartment homes when we
become aware of its presence regardless of whether we or the resident believe a health risk is presented. However, we
cannot provide assurance that mold or excessive moisture will be detected and remediated in a timely manner. If a
significant mold problem arises at one of our communities, we could be required to undertake a costly remediation
program to contain or remove the mold from the affected community and could be exposed to other liabilities.
Additionally, we have occasionally been involved in developing, managing, leasing and operating various properties
for third parties. Consequently, we may be considered to have been an operator of such properties and, therefore,
potentially liable for removal or remediation costs or other potential costs which could relate to hazardous or toxic
substances. We are not aware of any material environmental liabilities with respect to properties managed or
developed by us or our predecessors for such third parties.
We cannot assure you that:

� the environmental assessments described above have identified all potential environmental liabilities;

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

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

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

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

� no environmental liabilities will arise at communities that we have sold for which we may have liability.
Failure to qualify as a 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 income tax purposes, we will be subject to federal income tax on our taxable
income at regular corporate rates (subject to any applicable alternative minimum tax). In addition, unless we are
entitled to relief under applicable statutory provisions, we would be ineligible to make an election for treatment as a
REIT for the four taxable years following the year in which we lose our qualification. The additional tax liability
resulting from the failure to qualify as a REIT would significantly reduce or eliminate the amount of funds available
for distribution to our stockholders. Furthermore, we would no longer be required to make distributions to our
stockholders. Thus, our failure to qualify as a REIT could also impair our ability to expand our business and raise
capital, and would adversely affect the value of our common stock.
We believe that we are organized and qualified as a REIT, and we intend to operate in a manner that will allow us to
continue to qualify as a REIT. However, we cannot assure you that we are qualified as a REIT, or that we will remain
qualified in the future. This is because qualification as a REIT involves the application of highly technical and
complex provisions of the Internal Revenue Code for which there are only limited judicial and administrative
interpretations and involves the determination of a variety of factual matters and circumstances not entirely within our
control. In addition, future legislation, new regulations, administrative interpretations or court decisions may
significantly change the tax laws or the application of the tax laws with respect to qualification as a REIT for federal
income tax purposes or the federal income tax consequences of this qualification.
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Even if we qualify as a REIT, we will be subject to certain federal, state and local taxes on our income and property
and on taxable income that we do not distribute to our shareholders. In addition, we may engage in activities
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through taxable subsidiaries and will be subject to federal income tax at regular corporate rates on the income of those
subsidiaries.
The ability of our stockholders to 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 that may discourage a third party from making a proposal to acquire us,
even if some of our stockholders might consider the proposal to be in their best interests. These provisions include the
following:
Our charter authorizes our Board of Directors to issue up to 50,000,000 shares of preferred stock without stockholder
approval and to establish the preferences and rights, including voting rights, of any series of preferred stock issued.
The Board of Directors may issue preferred stock without stockholder approval, which could allow the Board to issue
one or more classes or series of preferred stock that could discourage or delay a tender offer or a change in control.
To maintain our qualification as a REIT for federal income tax purposes, not more than 50% in value of our
outstanding stock may be owned, directly or indirectly, by or for five or fewer individuals at any time during the last
half of any taxable year. To maintain this qualification, and to otherwise address concerns about concentrations of
ownership of our stock, our charter generally prohibits ownership (directly, indirectly by virtue of the attribution
provisions of the Internal Revenue Code, or beneficially as defined in Section 13 of the Securities Exchange Act) by
any single stockholder of more than 9.8% of the issued and outstanding shares of any class or series of our stock. In
general, under our charter, pension plans and mutual funds may directly and beneficially own up to 15% of the
outstanding shares of any class or series of stock. Under our charter, our Board of Directors may in its sole discretion
waive or modify the ownership limit for one or more persons. These ownership limits may prevent or delay a change
in control and, as a result, could adversely affect our stockholders� ability to realize a premium for their shares of
common stock.
Our bylaws provide that the affirmative vote of holders of a majority of all of the shares entitled to be cast in the
election of directors is required to elect a director. In a contested election, if no nominee receives the vote of holders
of a majority of all of the shares entitled to be cast, the incumbent directors would remain in office. This requirement
may prevent or delay a change in control and, as a result, could adversely affect our stockholders� ability to realize a
premium for their shares of common stock.
As a Maryland corporation, we are subject to the provisions of the Maryland General Corporation Law. Maryland law
imposes restrictions on some business combinations and requires compliance with statutory procedures before some
mergers and acquisitions may occur, which may delay or prevent offers to acquire us or increase the difficulty of
completing any offers, even if they are in our stockholders� best interests. In addition, other provisions of the Maryland
General Corporation Law permit the Board of Directors to make elections and to take actions without stockholder
approval (such as classifying our Board such that the entire Board is not up for reelection annually) that, if made or
taken, could have the effect of discouraging or delaying a change in control.
ITEM 1b. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. COMMUNITIES
Our real estate investments consist primarily of current operating apartment communities, communities in various
stages of development (�Development Communities�) and Development Rights as defined below. Our current operating
communities are further distinguished as Established Communities, Other Stabilized Communities, Lease-Up
Communities and Redevelopment Communities. The following is a description of each category:
Current Communities are categorized as Established, Other Stabilized, Lease-Up, or Redevelopment according to the
following attributes:

� Established Communities (also known as Same Store Communities) are consolidated communities where a
comparison of operating results from the prior year to the current year is meaningful, as these communities
were owned and had stabilized occupancy and operating expenses as of the beginning of the prior year. For the
year ended December 31, 2006, the Established Communities are communities that are consolidated for
financial reporting purposes, had stabilized occupancy and operating expenses as of January 1, 2005, are not
conducting or planning to conduct substantial redevelopment activities and are not held for sale or planned for
disposition within the current year. A community is considered to have stabilized occupancy at the earlier of
(i) attainment of 95% physical occupancy or (ii) the one-year anniversary of completion of development or
redevelopment.

� Other Stabilized Communities includes all other completed communities that we own or have a direct or
indirect ownership interest in, and that have stabilized occupancy, as defined above. Other Stabilized
Communities do not include communities that are conducting or planning to conduct substantial redevelopment
activities within the current year.

� Lease-Up Communities are communities where construction has been complete for less than one year and
where physical occupancy has not reached 95%.

� Redevelopment Communities are communities where substantial redevelopment is in progress or is planned to
begin during the current year. For communities that we wholly own, redevelopment is considered substantial
when capital invested during the reconstruction effort is expected to exceed the lesser of $5,000,000 or 10% of
the community�s acquisition cost. The definition of substantial redevelopment may differ for communities
owned through a joint venture arrangement.

Development Communities are communities that are under construction and for which a final certificate of occupancy
has not been received. These communities may be partially complete and operating.
Development Rights are development opportunities in the early phase of the development process for which we either
have an option to acquire land or enter into a leasehold interest, for which we are the buyer under a long-term
conditional contract to purchase land or where we own land to develop a new community. We capitalize related
pre-development costs incurred in pursuit of new developments for which we currently believe future development is
probable.
In addition, we own approximately 60,000 square feet of office space in Alexandria, Virginia, for our corporate office,
with all other regional and administrative offices leased under operating leases.

17

Edgar Filing: AVALONBAY COMMUNITIES INC - Form 10-K/A

31



As of December 31, 2006, communities that we owned or held a direct or indirect interest in were classified as
follows:

Number of Number of

communities
apartment

homes

• 

trust companies;

• 

clearing corporations and some other organizations. 

DTC is owned by a number of direct participants and by The New York Stock Exchange, Inc., the American Stock
Exchange LLC, and the National Association of Securities Dealers, Inc.  Access to DTC's book-entry system is also
available to others, such as securities brokers and dealers, banks and trust companies that clear through or maintain a
custodial relationship with a direct participant, either directly or indirectly, referred to as indirect participants.  The

rules applicable to DTC and its participants are on file with the SEC.

    Upon our issuance of debt securities represented by a global security, purchases of debt securities under the DTC
system must be made by or through direct participants, which will receive a credit for the debt securities on DTC's

records.  The ownership interest of each actual purchaser of each debt security, referred to as a beneficial owner, is in
turn to be recorded on the direct and indirect participants' records.  Beneficial owners will not receive written

confirmation from DTC of their purchase. However, beneficial owners are expected to receive written confirmations
providing details of the transaction, as well as periodic statements of their holdings, from the direct or indirect

participant through which the beneficial owner entered into the transaction.  Transfers of ownership interests in the
debt securities are to be accomplished by entries made on the books of participants acting on behalf of beneficial

owners.  Beneficial owners will not receive certificates representing their ownership interests in debt securities, except
in the event that use of the book-entry system for the debt securities is discontinued.  The laws of some states require

that certain purchasers of securities take physical delivery of such securities in definitive form.  Such laws may impair
the ability to transfer beneficial interests in a global security.

    So long as the depositary for the global security, or its nominee, is the registered owner of the global security, the
depositary or its nominee, as the case may be, will be considered the sole owner or holder of the debt securities

represented by the global security for all purposes under the indentures.  Except as described above, beneficial owners
will not:

• 
be entitled to have debt securities represented by the global security registered in their names;

• 
receive or be entitled to receive physical delivery of debt securities in definitive form; and

• 
be considered the owners or holders thereof under the indentures.

    To facilitate subsequent transfers, all debt securities deposited by participants with DTC are registered in the name
of DTC's partnership nominee, Cede & Co. The deposit of debt securities with DTC and their registration in the name
of Cede & Co. effect no change in beneficial ownership.  DTC has no knowledge of the actual beneficial owners of

the debt securities. DTC's records reflect only the identity of the direct participants to whose accounts the debt
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securities are credited, which may or may not be the beneficial owners.  The participants will remain responsible for
keeping account of their holdings on behalf of their customers.  Conveyance of notices and other communications by

DTC to direct participants, by direct participants to indirect participants, and by direct participants and indirect
participants to beneficial owners will be governed by arrangements among them, subject to any statutory or regulatory

requirements as may be in effect from time to time.

    Neither DTC nor Cede & Co. will consent or vote with respect to debt securities.  Under its usual procedures, DTC
mails an omnibus proxy to us as soon as possible after the record date.  The omnibus proxy assigns Cede & Co.'s

consenting or voting rights to those direct participants to whose accounts the debt securities are credited on the record
date, identified in a listing attached to the omnibus proxy.

    We will make payments of principal, premium, if any, and interest on the debt securities represented by the global
security registered in the name of the depositary or its nominee through the trustee under the relevant indenture or a

paying agent, which may also be the trustee under the relevant indenture, to the depositary or its nominee, as the case
may be, as the registered owner of the global security.  Neither we, the trustees, nor the paying agent will have any

responsibility or liability for any aspect of the records relating to or payments made on account of beneficial
ownership interests of the global security or for maintaining, supervising or reviewing any records relating to such

beneficial ownership interests.

    We have been advised that DTC will credit direct participants' accounts on the payable date in accordance with
their respective holdings shown on DTC's records unless DTC has reason to believe that it will not receive payment on

the payable date.  Payments by participants to beneficial owners will be governed by standing instructions and
customary practices, as in the case with securities held for the accounts of customers in bearer form or registered in

"street name," and will be the responsibility of such participant and not of DTC, the paying agent, or us, subject to any
statutory or regulatory requirements as may be in effect from time to time.  Payment of principal, premium, if any, and
interest to DTC is either our responsibility or the responsibility of the paying agent.  Disbursement of these payments

to direct participants is the responsibility of DTC.  Disbursement of these payments to the beneficial owners is the
responsibility of direct and indirect participants.

    We cannot assure you that DTC will distribute payments on the debt securities made to DTC or its nominee as the
registered owner or any redemption or other notices to the participants, or that the participants or others will distribute
the payments or notices to the beneficial owners, or that they will do so on a timely basis, or that DTC will serve and
act in the manner described in this prospectus.  Beneficial owners should make appropriate arrangements with their

broker or dealer regarding distribution of information regarding the debt securities that may be transmitted by or
through DTC.

    According to DTC, the foregoing information with respect to DTC has been provided to the industry for
informational purposes only and is not intended to serve as a representation, warranty, or contract modification of any

kind.

    We have obtained the information in this section concerning DTC and the DTC's book-entry system from sources
that we believe are reliable.  However, we take no responsibility for the accuracy of this information.

Payment and Paying Agents

    Unless we inform you otherwise in the prospectus supplement, we will pay interest on the debt securities to the
persons in whose names the debt securities are registered at the close of business on the regular record date for each
interest payment.  However, unless we inform you otherwise in the prospectus supplement, we will pay the interest

payable on the debt securities at their stated maturity to the persons we pay the principal amount of the debt
securities.  The initial payment of interest on any series of debt securities issued between a regular record date and the
related interest payment date will be payable in the manner provided by the terms of the series, which we will describe
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in the prospectus supplement.  (Section 307)

    Unless we inform you otherwise in the prospectus supplement, we will pay principal, premium, if any, and interest
on the debt securities at the offices of the paying agents we designate.  However, except in the case of a global

security, we may pay interest by:

• 
check mailed to the address of the person entitled to the payment as it appears in the security
register, or

• 
by wire transfer in immediately available funds to the place and account designated in writing
by the person entitled to the payment as specified in the security register.

    We will designate the applicable trustee as the sole paying agent for the debt securities issued under the relevant
indenture unless we inform you otherwise in the prospectus supplement.  If we initially designate any other paying

agents for a series of debt securities, we will identify them in the prospectus supplement.  At any time, we may
designate additional paying agents or rescind the designation of any paying agents.  However, we are required to

maintain a paying agent in each place of payment for the debt securities at all times.  (Sections 307 and 1002)

    Any money deposited with the applicable trustee or any paying agent for the payment of principal, premium, if any,
and interest on the debt securities that remains unclaimed for two years after the date the payments became due, may
be repaid to us upon our request.  After we have been repaid, holders entitled to those payments may only look to us

for payment as our unsecured general creditors.  The trustees and any paying agents will not be liable for those
payments after we have been repaid.  (Section 1003)

Covenants

    We will describe any restrictive covenants for any series of debt securities in the prospectus supplement.

Consolidation, Merger and Sale of Assets

    Unless we inform you otherwise in the prospectus supplement, we may not consolidate with or merge into, or
convey, transfer or lease our properties and assets substantially as an entirety, to any person, referred to as a

"successor person," unless:

• 
the successor person, if any, is a corporation, partnership, trust or other entity organized and
validly existing under the laws of the United States or a State in the United States;

• 
the successor person assumes our obligations with respect to the debt securities and the
relevant indenture;

• 
immediately after giving effect to the transaction, no event of default, and no event which, after
notice or lapse of time or both, would become an event of default, would occur and be
continuing; and

• 
we have delivered to the trustee the certificates and opinions required under the relevant
indenture.  (Section 801)

Absence of Event Risk Protections

    Unless we inform you otherwise in the prospectus supplement, the indenture for a series of debt securities will not
contain provisions permitting the holders of our debt securities to require prepayment in the event of a change in

control of us, or in the event we enter into one or more highly leveraged transactions, regardless of whether a rating
decline results therefrom, or in the event we dispose of one or more of our business units, nor are any such events

deemed to be Events of Default under the terms of the indentures.

Events of Default
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    Unless the context clearly indicates otherwise, we use the terms "indenture" and "trustee" in this subsection to mean
the relevant indenture and the applicable trustee with respect to any series of debt securities we may offer.

    Unless we inform you otherwise in the prospectus supplement, each of the following will be an event of default
under the indenture for a series of debt securities:

• 
our failure to pay principal or premium, if any, on that series when due;

• 
our failure to pay any interest on that series for 30 days;

• 
our failure to deposit any sinking fund payment, when due, relating to that series;

• 
our failure to perform, or our breach in any material respect of, any other covenant or warranty
in the indenture, other than a covenant or warranty included in the indenture solely for the
benefit of another series of debt securities, for 90 days after either the trustee or holders of at
least 33% in principal amount of the outstanding debt securities of that series have given us
written notice of the breach in the manner required by the indenture;

• 
specified events involving bankruptcy, insolvency or reorganization; and

• 
any other event of default we may provide for that series;

provided, however, that no event described in the fourth and sixth bullet points above will be an event of default until
an officer of the trustee, assigned to and working in the trustee's corporate trust department, has actual knowledge of

the event or until the trustee receives written notice of the event at its corporate trust office, and the notice refers to the
debt securities generally, us or the indenture.  (Section 501)

    If the principal, premium, if any, or interest on any series of debt securities is payable in a currency other than $US
and the currency is not available to us for making payments due to the imposition of exchange controls or other

circumstances beyond our control, we may satisfy our obligations to holders of the debt securities by making payment
in $US in an amount equal to the $US equivalent of the amount payable in the other currency.  This amount will be
determined by the trustee by reference to the noon buying rate in The City of New York for cable transfers for the
other currency, referred to as the "exchange rate," as reported or otherwise made available by the Federal Reserve

Bank of New York on the date of the payment, or, if the exchange rate is not then available, on the basis of the most
recently available exchange rate.  Any payment made in $US under these circumstances will not be an event of default

under the indenture.  (Section 501)

    If an event of default for a series of debt securities occurs and is continuing, either the trustee or the holders of at
least 33% in principal amount of the outstanding debt securities of that series may declare the principal amount of the

debt securities of that series due and immediately payable.  In order to declare the principal amount of the series of
debt securities due and immediately payable, the trustee or the holders must deliver a notice that satisfies the

requirements of the indenture.  Upon a declaration by the trustee or the holders, we will be obligated to pay the
principal amount of the series of debt securities. 

    This right does not apply if:

• 
an event of default described in the fifth bullet point above occurs, or

• 
an event of default described in the fourth or sixth bullet point above that applies to all
outstanding debt securities occurs.

    If any of these events of default occur and is continuing, either the trustee or holders of at least 33% in principal
amount of all of the debt securities then outstanding, treated as one class, may declare the principal amount of all of
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the debt securities then outstanding to be due and payable immediately.  In order to declare the principal amount of the
debt securities due and immediately payable, the trustee or the holders must deliver a notice that satisfies the

requirements of the indenture.  Upon a declaration by the trustee or the holders, we will be obligated to pay the
principal amount of the debt securities.

    After any declaration of acceleration of a series of debt securities, but before a judgment or decree for payment, the
holders of a majority in principal amount of the outstanding debt securities of that series may, under certain

circumstances, rescind and annul the declaration of acceleration if all events of default, other than the non-payment of
principal have been cured or waived as provided in the indenture.  (Section 502)  For information as to waiver of

defaults, please refer to the "Modification and Waiver" section below.

    If an event of default occurs and is continuing, the trustee will generally have no obligation to exercise any of its
rights or powers under the indenture at the request or direction of any of the holders, unless the holders offer

reasonable indemnity to the trustee.  (Section 603)  The holders of a majority in principal amount of the outstanding
debt securities of any series will generally have the right to direct the time, method and place of conducting any

proceeding for any remedy available to the trustee or exercising any trust or power conferred on the trustee for the
debt securities of that series, provided that:

• 
the direction is not in conflict with any law or the indenture;

• 
the trustee may take any other action it deems proper which is not inconsistent with the
direction; and

• 
the trustee will generally have the right to decline to follow the direction if an officer of the
trustee determines, in good faith, that the proceeding would involve the trustee in personal
liability or would otherwise be contrary to applicable law.  (Section 512)

    A holder of a debt security of any series may only pursue a remedy under the indenture if:

• 
the holder gives the trustee written notice of a continuing event of default for that series;

• 
holders of at least 33% in principal amount of the outstanding debt securities of that series
make a written request to the trustee to pursue that remedy;

• 
the holder offers reasonable indemnity to the trustee;

• 
the trustee fails to pursue that remedy within 60 days after receipt of the request; and

• 
during that 60-day period, the holders of a majority in principal amount of the debt securities of
that series do not give the trustee a direction inconsistent with the request.  (Section 507) 

    However, these limitations do not apply to a suit by a holder of a debt security demanding payment of the principal,
premium, if any, or interest on a debt security on or after the date the payment is due.  (Section 508)

    We will be required to furnish to the trustee annually a statement by some of our officers regarding our performance
or observance of any of the terms of the indenture and, specifying all of our known defaults, if any.  (Section 1004)

Modification and Waiver

    Unless the context clearly indicates otherwise, we use the terms "indenture" and "trustee" in this subsection to mean
the relevant indenture and the applicable trustee with respect to any series of debt securities we may offer.

    We may enter into one or more supplemental indentures with the trustee without the consent of the holders of the
debt securities of a particular series in order to:
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• evidence the succession of a successor person to us, or successive successions and the
assumption of our covenants, agreements and obligations by a successor person;

• 
add to our covenants for the benefit of the holders or to surrender any of our rights or powers;

• 
add events of default for the benefit of the holders of all or any series of debt securities;

• 
add or change any provisions of the indenture to the extent necessary to issue debt securities in
bearer form;

• 
add to, change or eliminate any provision of the indenture applying to one or more series of
debt securities, provided that if such action adversely affects the interests of any holders of
debt securities of any series, the addition, change or elimination will become effective with
respect to that series only when no security of that series remains outstanding;

• 
convey, transfer, assign, mortgage or pledge any property to or with the trustee or to surrender
any right or power conferred upon us by the indenture;

• 
establish the form or terms of any series of debt securities;

• 
provide for uncertificated securities in addition to certificated securities;

• 
evidence and provide for successor trustees or to add or change any provisions to the extent
necessary to appoint a separate trustee or trustees for a specific series of debt securities;

• 
correct any ambiguity, defect or inconsistency under the indenture, provided that such action
does not adversely affect the interests of the holders of debt securities of any series;

• 
supplement any provisions of the indenture necessary to defease and discharge any series of
debt securities, provided that such action does not adversely affect the interests of the holders
of any series of debt securities;

• 
comply with the rules or regulations of any securities exchange or automated quotation system
on which any debt securities are listed or traded; or

• 
add, change or eliminate any provisions of the indenture in accordance with any amendments
to the Trust Indenture Act, provided that the action does not adversely affect the rights or
interests of any holder of debt securities.  (Section 901)

    We may enter into one or more supplemental indentures with the trustee in order to add to, change or eliminate
provisions of the indenture or to modify the rights of the holders of one or more series of debt securities if we obtain
the consent of the holders of a majority in principal amount of the outstanding debt securities of each series affected
by the supplemental indenture, treated as one class.  However, without the consent of the holders of each outstanding

debt security affected by the supplemental indenture, we may not enter into a supplemental indenture that:

• 
changes the stated maturity of the principal of, or any installment of principal of or interest on,
any debt security, except to the extent permitted by the indenture;

• 
reduces the principal amount of, or any premium or interest on, any debt security;

• 
reduces the amount of principal of an original issue discount security or any other debt security
payable upon acceleration of the maturity thereof;

• 
changes the place or currency of payment of principal, premium, if any, or interest;

• 
impairs the right to institute suit for the enforcement of any payment on any debt security;

• 
reduces the percentage in principal amount of outstanding debt securities of any series, the
consent of whose holders is required for modification or amendment of the indenture;

• 
reduces the percentage in principal amount of outstanding debt securities of any series
necessary for waiver of compliance with certain provisions of the indenture or for waiver of
certain defaults;
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• makes certain modifications to such provisions with respect to modification and waiver;

• 
makes any change that adversely affects the right to convert or exchange any debt security or
decrease the conversion or exchange rate or increases the conversion price of any convertible
or exchangeable debt security; or

• 
changes the terms and conditions pursuant to which any series of debt securities that are
secured in a manner adverse to the holders of the debt securities.  (Section 902)

    Holders of a majority in principal amount of the outstanding debt securities of any series may waive past defaults or
compliance with restrictive provisions of the indenture.  However, the consent of holders of each outstanding debt

security of a series is required to:

• 
waive any default in the payment of principal, premium, if any, or interest, or

• 
waive any covenants and provisions of the indenture that may not be amended without the
consent of the holder of each outstanding security of the series affected.  (Sections 513 and
1006)  

    In order to determine whether the holders of the requisite principal amount of the outstanding debt securities have
taken an action under the indenture as of a specified date:

• 
the principal amount of an original issue discount security that will be deemed to be
outstanding will be the amount of the principal that would be due and payable as of such date
upon acceleration of the maturity to such date;

• 
if, as of such date, the principal amount payable at the stated maturity of a debt security is not
determinable, for example, because it is based on an index, the principal amount of such debt
security deemed to be outstanding as of such date will be an amount determined in the manner
prescribed for such debt security;

• 
the principal amount of a debt security denominated in one or more foreign currencies or
currency units that will be deemed to be outstanding will be the $US equivalent, determined as
of such date in the manner prescribed for such debt security, of the principal amount of such
debt security or, in the case of a debt security described in the two preceding bullet points, of
the amount described above; and

• 
debt securities owned by us or any other obligor upon the debt securities or any of their
affiliates will be disregarded and deemed not to be outstanding. 

Some debt securities, including those for whose payment or redemption money has been deposited or set aside in trust
for the holders and those that have been fully defeased pursuant to Section 1402, will not be deemed to be

outstanding.  (Section 101)

    We will generally be entitled to set any day as a record date for determining the holders of outstanding debt
securities of any series entitled to give or take any direction, notice, consent, waiver or other action under the
indenture.  In limited circumstances, the trustee will be entitled to set a record date for action by holders of

outstanding debt securities.  If a record date is set for any action to be taken by holders of a particular series, the action
may be taken only by persons who are holders of outstanding debt securities of that series on the record date.  To be

effective, the action must be taken by holders of the requisite principal amount of the debt securities within a specified
period following the record date.  For any particular record date, this period will be 180 days or such shorter period as
we may specify, or the trustee may specify, if it set the record date.  This period may be shortened or lengthened by

not more than 180 days.  (Section 104)

Subordination Under the Subordinated Indenture

    We have defined some of the terms we use in this subsection at the end of this subsection.
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    The subordinated debt securities issued under the subordinated indenture will be unsecured and junior in right of
payment to all of our senior indebtedness.  This means we will not be permitted to make a payment on the

subordinated debt securities if:

• 
any of our senior indebtedness is not paid when due, any applicable grace period with respect
to any payment default has ended and the payment default has not been cured or waived or
ceased to exist; or

• 
the maturity of any of our senior indebtedness has been accelerated because of a default and
that acceleration has not been rescinded.

    If our assets are distributed to our creditors upon our dissolution, winding-up or liquidation, whether voluntarily or
involuntarily or in bankruptcy, insolvency, receivership, reorganization or other similar proceedings, all principal,

premium, if any, interest and any other amounts due or to become due on all of our senior indebtedness must be paid
in full before the holders of the subordinated debt securities are entitled to receive or retain any payment.

    "Debt" in the subordinated indenture means, with respect to any person at any date of determination, without
duplication:

• 
all indebtedness for borrowed money;

• 
all obligations evidenced by bonds, debentures, notes or other similar instruments, including
obligations incurred in connection with the acquisition of property, assets or businesses;

• 
all obligations under letters of credit or bankers' acceptances or other similar instruments, or
related reimbursement obligations, issued on the account of such person;

• 
all obligations to pay the deferred purchase price of property or services, except some trade
payables;

• 
all obligations as lessee under capitalized leases;

• 
all debt of others secured by a lien on any asset of such person, whether or not the debt is
assumed by the person, provided that, for purposes of determining the amount of any debt of
the type described in this clause, if recourse with respect to the debt is limited to the asset, the
amount of the debt is limited to the lesser of the fair market value of the asset or the amount of
the debt;

• 
all debt of others guaranteed by such person to the extent such debt is guaranteed by such
person; and

• 
to the extent not otherwise included in this definition, all obligations for claims in respect of
derivative products, including interest rate, foreign exchange rate and commodity prices,
forward contracts, options, swaps, collars and similar arrangements.

    "Senior indebtedness" in the subordinated indenture means the principal, premium, if any, and interest on and all
other amounts due in connection with all of our debt, whether created, incurred or assumed before, on or after the date

of the subordinated indenture.  However, senior indebtedness does not include:

• 
debt to any of our subsidiaries;

• 
any series of subordinated debt securities under the subordinated indenture;

• 
accounts payable or any other indebtedness or monetary obligation to trade creditors arising in
the ordinary course of business in connection with the acquisition of goods or services;

• 
debt that, when incurred and without respect to any election under Section 1111(b) of Title 11,
U.S. Code, was without recourse; and

• 
other debt which by the terms of the instrument creating or evidencing it is specifically
designated as being subordinated to or pari passu with the subordinated debt securities.
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    The subordinated indenture does not limit our ability to incur additional indebtedness, including indebtedness that
ranks senior in priority of payment to the subordinated debt securities.

Conversion

    Our debt securities may be convertible into or exchangeable for shares of our common stock or preferred stock. 
The terms on which any debt securities will be convertible into or exchangeable for shares of our common stock or

preferred stock will be set forth in the prospectus supplement related to such debt securities.

Defeasance and Covenant Defeasance

    Unless the context clearly indicates otherwise, we use the terms "indenture" and "trustee" in this subsection to mean
the relevant indenture and the applicable trustee with respect to any series of debt securities we may offer.

    Unless we inform you otherwise in the prospectus supplement, the provisions of the indenture relating to
defeasance and discharge of indebtedness, or defeasance of restrictive covenants, will apply to the debt securities of

any series.  (Section 1401)

    Defeasance and Discharge.  We will be discharged from all of our obligations with respect to the debt securities,
except for certain obligations to exchange or register the transfer of debt securities, to replace stolen, lost or mutilated
debt securities, to maintain paying agencies and to hold moneys for payment in trust, upon the deposit in trust for the
benefit of the holders of such debt securities of money or U.S. government obligations, or both, which, through the

payment of principal and interest in respect thereof in accordance with their terms, will provide money in an amount
sufficient to pay the principal, premium, if any, and interest on the debt securities on the respective stated maturities in

accordance with the terms of the indenture and the debt securities.  Such defeasance or discharge may occur only if,
among other things, we have delivered to the trustee an opinion of counsel to the effect that we have received from, or

there has been published by, the United States Internal Revenue Service a ruling, or there has been a change in tax
law, in either case to the effect that holders of the debt securities will not recognize gain or loss for federal income tax
purposes as a result of such deposit, defeasance and discharge and will be subject to federal income tax on the same

amount, in the same manner and at the same times as would have been the case if such deposit, defeasance and
discharge were not to occur.  (Sections 1402 and 1404)

    Defeasance of Certain Covenants.  In certain circumstances, we may omit to comply with specified restrictive
covenants, including those described under "Consolidation, Merger and Sale of Assets" and any that we may describe

in the prospectus supplement, and in those circumstances the occurrence of certain events of default, which are
described in the fourth bullet point above, with respect to such restrictive covenants, under "Events of Default" and
any that may be described in the prospectus supplement, will be deemed not to be or result in an event of default, in

each case with respect to the debt securities.  We, in order to exercise such option, will be required to deposit, in trust
for the benefit of the holders of the debt securities, money or U.S. government obligations, or both, which, through the
payment of principal and interest in respect thereof in accordance with their terms, will provide money in an amount

sufficient to pay the principal, premium, if any, and interest on the debt securities on the respective stated maturities in
accordance with the terms of the indenture and the debt securities.  We will also be required, among other things, to
deliver to the trustee an opinion of counsel to the effect that holders of the debt securities will not recognize gain or

loss for federal income tax purposes as a result of such deposit and defeasance of certain obligations and will be
subject to federal income tax on the same amount, in the same manner and at the same times as would have been the
case if such deposit and defeasance were not to occur.  In the event we exercise this option with respect to any debt

securities and the debt securities were declared due and payable because of the occurrence of any event of default, the
amount of money and U.S. government obligations so deposited in trust would be sufficient to pay amounts due on the
debt securities at the time of their respective stated maturities, but might not be sufficient to pay amounts due on such

debt securities upon any acceleration resulting from the event of default.  In such case, we would remain liable for
those payments.  (Sections 1403 and 1404)
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Notices

    Holders will receive notices by mail at their addresses as they appear in the security register.  (Sections 101 and
106)

Title

    We may treat the person in whose name a debt security is registered on the applicable record date as the owner of
the debt security for all purposes, whether or not it is overdue.  (Section 309)

Governing Law

    New York law will govern the indentures and the debt securities.  (Section 112)

Regarding the Trustee

    Bank One, N.A. or an affiliate thereof acts as (a) trustee, collateral agent and securities intermediary under certain
senior secured bonds issued by Cleco Evangeline and (b) trustee under certain first mortgage bonds issued by Cleco
Power.  Bank One or an affiliate thereof also is (a) a lender and syndication agent under a 364-day credit agreement
between Cleco Corporation and Bank One (or an affiliate thereof) and (b) a lender to Cleco Corporation and Cleco
Power under certain other credit facilities. In addition, Bank One and its affiliates may from time to time act as a
depositary for funds of, make loans to, and perform other services for Cleco Corporation and its affiliates in the

ordinary course of business.

Description of Capital Stock

    We have summarized selected aspects of our capital stock below. The summary is not complete. For a complete
description, you should refer to our amended and restated articles of incorporation, bylaws and the Rights Agreement,
dated as of July 28, 2000, between us and Equiserve Trust Company, as rights agent, all of which are exhibits to the

registration statement of which this prospectus is part.

    Our authorized capital stock consists of:

• 
100,000,000 shares of common stock, par value $1 per share

• 
1,491,900 shares of preferred stock, par value $100 per share, which we refer to as the "$100
preferred stock," and

• 
3,000,000 shares of preferred stock, par value $25 per share, which we refer to as the "$25
preferred stock."

    As of June 30, 2003, 47,261,739 shares of our common stock were outstanding, 253,540 shares of our $100
preferred stock were outstanding and no shares of our $25 preferred stock were outstanding. Our board of directors
has reserved for issuance pursuant to our shareholder rights plan a total of 500,000 shares of $25 preferred stock,

designated as Series A Participating Preferred Stock. Holders of common stock may purchase shares of our Series A
Participating Preferred Stock if the rights associated with their common stock are exercisable and the holders exercise
the rights. Please read the "-Shareholder Rights Plan" section below and "Where You Can Find More Information" on

page 1.

Common Stock
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    Each share of common stock entitles the holder to one vote on all matters submitted to a vote of shareholders,
except in the election of directors, in which case holders of common stock have cumulative voting rights. Cumulative
voting gives each shareholder the right to multiply the number of votes to which he or she is entitled by the number of

directors to be elected and to cast all of those votes for one candidate or distribute them among any two or more
candidates. Subject to preferences that may be applicable to any outstanding preferred stock and to restrictive

covenants in certain debt instruments of ours, the holders of common stock are entitled to dividends when, as and if
declared by the board of directors out of funds legally available for that purpose. If we are liquidated, dissolved or

wound up, the holders of common stock will be entitled to a pro rata share in any distribution to shareholders, but only
after satisfaction of all of our liabilities and of the prior rights of any outstanding class of our preferred stock.

    The common stock has no preemptive or conversion rights or other subscription rights. There are no redemption or
sinking fund provisions applicable to the common stock. All issued and outstanding shares of common stock are fully

paid and nonassessable, and any shares of common stock we offer under this prospectus will be fully paid and
nonassessable.

    The common stock is listed on the New York Stock Exchange and the Pacific Exchange and trades under the
symbol "CNL."

Preferred Stock

    We have summarized below selected aspects of our $25 preferred stock and $100 preferred stock, which we
collectively refer to as the "Preferred stock."  This summary is not complete. We will file the form of the amendment
to our articles of incorporation providing for the establishment of a series of preferred stock with the SEC before we
issue any shares of that series of preferred stock, and you should read the form of amendment for provisions that may

be important to you.

    Our board of directors can, without action by the shareholders, issue one or more series of the preferred stock. The
power of the board of directors to issue preferred stock is subject to specified restrictions that are based on the net

earnings of Cleco. The board can determine for each series the number of shares, designation, dividend rates and other
rights, preferences and limitations. In some cases, the issuance of preferred stock could delay or discourage a change

in control of us.

    Each share of $100 preferred stock entitles the holder to one vote on all matters submitted to a vote of the
shareholders, and each share of $25 preferred stock entitles the holder to one-fourth vote. All shares of preferred stock

will rank equally with each other, and no class of stock ranking senior to the preferred stock can be created unless
authorized by a vote of holders of two-thirds of the outstanding preferred stock, voting as a class. Cumulative voting

rights do not apply to the preferred stock, but holders of preferred stock are entitled to special voting rights with
respect to election of directors if we fail to make payments on the preferred stock in specified cases. By action of our

board of directors, we may redeem all or any part of any series of outstanding preferred stock. Dividends on the
preferred stock will be cumulative.

    The prospectus supplement relating to any series of preferred stock we are offering will include specific terms
relating to the offering. These terms will include some or all of the following:

• 
the title of the series of preferred stock,

• 
the maximum number of shares of the series,

• 
the dividend rate or the method of calculating the dividend and the date from which dividends
will accrue,
any liquidation preference,
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• 

• 
any redemption provisions,

• 
any sinking fund or other provisions that would obligate us to redeem or purchase the preferred
stock,

• 
any terms for the conversion or exchange of the preferred stock for other securities of us or any
other entity, and

• 
any other preferences and relative, participating, optional or other special rights or any
qualifications, limitations or restrictions on the rights of the preferred stock.

    Any shares of preferred stock we issue will be fully paid and nonassessable.

Anti-Takeover Provisions

    Some provisions of Louisiana law and our amended and restated articles of incorporation and bylaws could make
the following more difficult:

• 
acquisition of us by means of a tender offer

• 
acquisition of control of us by means of a proxy contest or otherwise

• 
removal of our incumbent officers and directors

    These provisions, as well as our shareholder rights plan and our ability to issue preferred stock, are designed to
discourage coercive takeover practices and inadequate takeover bids. These provisions are also designed to encourage
persons seeking to acquire control of us to first negotiate with our board of directors. We believe that the benefits of

increased protection give us the potential ability to negotiate with the proponent of an unfriendly or unsolicited
proposal to acquire or restructure us, and that the benefits of this increased protection outweigh the disadvantages of
discouraging those proposals, because negotiation of those proposals could result in an improvement of their terms.

These provisions could delay or prevent an acquisition of us that a shareholder might consider to be in his or her best
interest, including attempts that might result in a premium over the market price for our common stock.

Classified Board of Directors

    Our board of directors is divided into three classes. The directors in each class will serve for a three-year term, with
only one class being elected each year by our shareholders. This system of electing and removing directors may
discourage a third party from making a tender offer or otherwise attempting to obtain control of us, because it

generally makes it more difficult for shareholders to replace a majority of the directors. Subject to special provisions
for cumulative voting, holders of 80% of the shares of common stock entitled to vote in the election of directors may

remove a director for cause, but shareholders may not remove any director without cause.

Shareholder Meetings

    Our articles of incorporation and bylaws provide that special meetings of shareholders may be called by the chief
executive officer or president, a majority of the board of directors, a majority of the executive committee of the board
of directors or by shareholders holding 51 % of our total voting power. In some cases, shareholders holding specified

amounts of preferred stock may also call a special meeting. A majority of the outstanding shares of common stock
entitled to vote is a quorum for a shareholder meeting.  In general, a majority of votes cast decides a matter brought

before a meeting.

Shareholder Proposals and Nominations of Directors
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    Shareholders can submit proposals and nominate candidates for our board of directors if the shareholders follow
advance notice procedures described in our bylaws.

    To make a proposal or nominate a candidate for our board of directors, a shareholder must submit a timely notice to
our secretary. Generally, a shareholder's proposal must be received at least 120 days prior to the meeting for which the
proposal is made. If we give less than 135 days' notice or prior public disclosure of the meeting, we must receive the
proposal no later than 15 days after the day we give notice or make public the date of the meeting. A shareholder's

director nomination must be received at least 180 days before the meeting at which the person is proposed to be
nominated. Shareholder proposals or nominations must give specified information about the shareholder and the

proposal being made or the director being nominated, as the case may be.  Shareholder proposals and director
nominations that are late or that do not include the required information may be rejected. This could prevent

shareholders from bringing certain matters before a meeting, including making nominations for directors.

Supermajority Vote for Certain Transactions

    Our articles of incorporation provide that we may sell, lease or otherwise dispose of all or any of our assets upon
the affirmative vote of two-thirds of all directors. But if such a transaction involves the receipt of shares or securities
of another corporation, we may engage in the transaction only upon receiving the affirmative vote of two-thirds of all
directors and holders of a majority of our outstanding capital stock. Additionally, unless we redeem all outstanding

shares of preferred stock, we may not take any of the following actions without the consent of holders of two-thirds of
any outstanding preferred stock:

• 
voluntarily liquidate, dissolve or wind up

• 
sell or transfer substantially all of our assets

• 
consolidate or merge with another company or entity

Interested Shareholder Transactions

    Louisiana law and our bylaws require that mergers, consolidations or share exchanges with a shareholder owning
10% or more of our voting power be recommended by the board and approved by:

• 
80% of the votes entitled to be cast by outstanding shares of voting stock and

• 
two-thirds of votes entitled to be cast by voting stock other than the interested shareholder

    Our bylaws provide that a quorum for purposes of voting on such a transaction consists of 80% of the votes entitled
to be cast, unless 80% of the "continuing directors," as defined in our bylaws, approves the transaction prior to

submission of the matter to a shareholder vote.

    Transactions that do not alter the contract rights of our stock or convert our shares and satisfy certain consideration
and procedural requirements are exempt from these requirements.

Limitation of Liability of Officers and Directors

    Section 24 of the Louisiana Business Corporation Law authorizes corporations to limit or eliminate the personal
liability of officers and directors to corporations and their shareholders for monetary damages for breach of officers'

and directors' fiduciary duties, except for:

any breach of the officer's or director's duty of loyalty to us or our shareholders
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• 

• 
acts or omissions not in good faith or that involve intentional misconduct or a knowing
violation of law

• 
unlawful payments of dividends or unlawful stock repurchases or redemptions as provided in
Section 92D of the Louisiana Business Corporation Law or

• 
any transaction from which the officer or director derived an improper personal benefit

    Our articles of incorporation limit the liability of our officers and directors to us and our shareholders to the fullest
extent permitted by Louisiana law. The inclusion of these provision in our articles of incorporation may reduce the

likelihood of derivative litigation against our officers and directors, and may discourage or deter shareholders or
management from bringing a lawsuit against our officers and directors for breach of their duty of care, even though

such an action, if successful, might have otherwise benefited us and our shareholders. Our bylaws provide
indemnification to our officers and directors and certain other persons.

Other Provisions

    Except for specified cases in which our board of directors may amend our articles of incorporation, amendment of
our articles of incorporation requires the affirmative vote, at a meeting, of holders of the majority of our outstanding
capital stock. Additionally, our bylaws provide that amendments to our articles of incorporation that affect any of the
following items will not be effective until at least one year after the adoption of the amendment by the shareholders:

• 
quorum requirements for our shareholder meetings

• 
procedures and votes required for amending our articles of incorporation or bylaws

• 
votes required for approving mergers and other business combinations

• 
number, classification, powers and qualifications of our directors

• 
procedures relating to our directors, including appointment and removal

• 
procedures relating to our shareholder meetings

    Our bylaws may be amended by the affirmative vote of a majority of the board of directors, subject to the power of
the shareholders to amend the bylaws upon the affirmative vote of 80% of all shares of our stock entitled to vote.

    Shareholder proposals to amend our articles of incorporation or bylaws must be received by the secretary at least
180 days before the meeting at which the proposal is to be considered and must contain specified information. These

proposals may be rejected if not made in time or if they fail to include the required information.

Transfer Agent and Registrar

    EquiServe First Chicago Trust Division, Jersey City, New Jersey, is our transfer agent and registrar.

Shareholder Rights Plan

    We have a shareholder rights plan under which one preferred stock purchase right is attached to each outstanding
share of our common stock. The rights become exercisable under specified circumstances, including any person or
group (an "acquiring person") becoming the beneficial owner of 15% or more of our outstanding common stock,

subject to specified exceptions. Each right entitles the registered holder to purchase from us one one-hundredth of a
share of Series A Participating Preferred Stock, par value $25 per share, at an exercise price of $125, subject to
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adjustment under specified circumstances. If events specified in the shareholder rights plan occur, each holder of
rights other than the acquiring person can exercise his or her rights. When a holder exercises a right, the holder will be
entitled to receive common stock valued at twice the exercise price of the right. In some cases, the holder will receive
cash, property or other securities instead of common stock. We may redeem the rights for $0.01 per right at any time
prior to the tenth day after a person or group becomes an acquiring person. The shareholder rights plan and the rights

expire in July 2010.

Plan of Distribution

    We may sell securities:

• 
through an underwriter or underwriters;

• 
through dealers;

• 
through agents;

• 
directly to purchasers, including our affiliates; or

• 
through a combination of any of these methods. 

    We may authorize underwriters, dealers and agents to solicit offers by institutions to purchase securities from us
pursuant to delayed delivery contracts providing for payment and delivery on a specified date.  If we elect to use
delayed delivery contracts, we will describe the date of delivery, the conditions of the sale and the commissions

payable for solicitation of such contracts in the prospectus supplement.

    We will describe the terms of any offering of securities in the prospectus supplement, including:

• 
the method of distribution;

• 
the name or names of any underwriters, dealers, purchasers or agents, and any managing
underwriter or underwriters;

• 
the purchase price of the securities and the proceeds we receive from the sale;

• 
any underwriting discounts, agency fees or other form of underwriters' compensation;

• 
any discounts and concessions allowed, reallowed or paid to dealers or agents; and

• 
the expected time of delivery of the offered securities.

    We may change the initial public offering price and any discount or concessions allowed or reallowed to dealers
from time to time.

    If we use underwriters to sell our securities, the underwriting agreement will provide that the obligations of the
underwriters are subject to certain conditions precedent and that the underwriters will be obligated to purchase all of

the offered securities if any are purchased.  In connection with the sale of securities, underwriters may receive
compensation from us or from purchasers of securities for whom they may act as agents in the form of discounts,

concessions or commissions.  Underwriters may sell securities to or through dealers, and dealers may receive
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compensation in the form of discounts, concessions or commissions from the underwriters and/or commissions from
the purchasers for whom they may act as agents.

    If we use a dealer to sell securities, we will sell the securities to the dealer as principal.  The dealer may then resell
the securities to the public at varying prices to be determined by the dealer at the time of resale.  These dealers may be
deemed underwriters, as such term is defined in the Securities Act of 1933, of the securities they offer and sell.  If we

elect to use a dealer to sell securities, we will provide the name of the dealer and the terms of the transaction in the
prospectus supplement.

    Debt securities may also be offered and sold in connection with a remarketing upon their purchase, in accordance
with a redemption or repayment by their terms or otherwise by one or more remarketing firms acting as principals for
their own accounts or as our agents.  We will identify any remarketing firm, the terms of any remarketing agreement

and the compensation to be paid to a remarketing firm in the prospectus supplement.  Remarketing firms may be
deemed underwriters under the Securities Act of 1933.

    Underwriters, agents, dealers and some purchasers participating in the distribution of securities may be deemed to
be underwriters, and any discounts and commissions received by them and any profit realized by them on resale of

securities may be deemed to be underwriting discounts and commissions under the Securities Act of 1933.

    Unless we inform you otherwise in the prospectus supplement, none of our directors, officers or employees will
solicit or receive a commission in connection with direct sales of securities, although these persons may respond to
inquiries by potential purchasers and perform ministerial and clerical work in connection with any such direct sales.

    We may enter into agreements with the underwriters, agents, purchasers, dealers or remarketing firms who
participate in the distribution of our securities that will require us to indemnify them against specified liabilities,

including liabilities under the Securities Act of 1933, or to contribute to payments that they or any person controlling
them may be required to make for those liabilities.  Underwriters, agents or dealers may be our customers.  They may
also engage in transactions with us or perform services for us or for our affiliates in the ordinary course of business.

    Each series of preferred stock and debt securities will be a new issue with no established trading market.  We may
elect to list any series of preferred stock or debt securities on an exchange.  However, we are not obligated to do so.  It

is possible that one or more underwriters may make a market in a series of securities.  However, they will not be
obligated to do so and may discontinue market making at any time without notice.  We cannot assure you that a liquid

trading market for the securities (other than our common stock) will develop.

    In connection with an offering, the underwriters or agents may purchase and sell securities in the open market. 
These transactions may include over-allotment and stabilizing transactions and purchases to cover syndicate short

positions created in connection with the offering.  Stabilizing transactions consist of bids or purchases for the purpose
of preventing or retarding a decline in the market price of the securities.  Syndicate short positions involve the sale by
the underwriters or agents of a greater number of securities than they are required to purchase from us in the offering. 
The underwriters also may impose a penalty bid, in which selling concessions allowed to syndicate members or other
broker dealers in respect of the securities sold in the offering for their account may be reclaimed by the syndicate if

the securities are repurchased by the syndicate in stabilizing or covering transactions.  These activities may stabilize,
maintain or otherwise affect the market price of the securities, which may be higher than the price that might

otherwise prevail in the open market, and these activities, if commenced, may be discontinued at any time.  These
transactions may be effected on the NYSE, in the over-the-counter market or otherwise.

Validity of Securities
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    The validity of any debt securities offered hereby will be passed upon for us by Baker Botts L.L.P., Houston,
Texas.  R. O'Neal Chadwick, Jr., our Senior Vice President and General Counsel, will pass upon all matters of

Louisiana law in this connection.  The validity of any shares of our common stock or preferred stock offered hereby
will be passed upon for us by Mr. Chadwick.  Baker Botts L.L.P. will pass upon other legal matters for us in this

connection.  Any underwriters will be advised about the validity of the securities and other legal matters by their own
counsel, who will be named in the applicable prospectus supplement.

Experts

    The consolidated financial statements incorporated in this prospectus by reference to our Annual Report on Form
10-K for the year ended December 31, 2002 have been so incorporated in reliance on the report of

PricewaterhouseCoopers LLP, independent accountants, given on the authority of said firm as experts in auditing and
accounting.

PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 14.  Other Expenses of Issuance and Distribution.

    Cleco Corporation (the "Company") estimates that expenses in connection with the offering described in this
Registration Statement will be as follows:

Securities and Exchange Commission filing fee $        16,180
Blue sky expenses *
Attorneys' fees and expenses *
Independent accountant's fees and expenses *
Printing and engraving expenses *
Rating agency fees *
Trustee's fees and expenses *
NYSE and PX listing fees *
Miscellaneous expenses         *
                Total $                 *

*              To be provided by amendment.

Item 15.  Indemnification of Directors and Officers.

    Section 83 of the Business Corporation Law of the State of Louisiana (the "LBCL") provides that a corporation may
indemnify any person against whom an action, suit or proceeding is brought or threatened, by reason of the fact that

he is or was a director, officer, employee or agent of the corporation or was serving at the request of the corporation as
a director, officer, employee or agent of another business, corporation, partnership or other enterprise, against

expenses, including attorneys' fees, judgments, fines and amounts paid in settlement actually and reasonably incurred
by him in connection with any such action, suit or proceeding if he acted in good faith and in a manner he reasonably

believed to be in or not opposed to the best interests of the corporation and, with respect to any criminal action or
proceeding, had no reasonable cause to believe his conduct was unlawful.  In the case of actions by or in the right of

the corporation, the indemnity is limited to expenses, including attorneys' fees and amounts paid in settlement not
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exceeding, in the judgment of the board of directors, the estimated expense of litigating the action to conclusion,
actually and reasonably incurred in connection with a defense or settlement; provided that no indemnity may be made

in respect of any matter in which the person shall have been adjudged by a court of competent jurisdiction, after
exhaustion of all appeals therefrom, to be liable for willful or intentional misconduct in performance of his duty to the

corporation unless and only to the extent that the court determines upon application that such person is fairly and
reasonably entitled to such indemnity. To the extent a person has been successful on the merits or otherwise in defense

of any action, the statute provides that he shall be indemnified against expenses actually and reasonably incurred by
him in connection therewith.  Section 83 also provides for, among other things, procedures for indemnification;
advancement of expenses; non-exclusivity of the provisions of Section 83 with respect to indemnification and

advancement of expenses; and insurance, including self-insurance, with respect to liabilities incurred by directors,
officers and others.

    Article IV of the Bylaws of the Company provides that the Company shall indemnify any person who was or is, or
is threatened to be made, a party to or otherwise involved in any pending or completed action, suit, arbitration,

alternate dispute resolution mechanism, investigation, administrative hearing or other proceeding, whether civil,
criminal, administrative or investigative (any such threatened, pending or completed proceeding being hereinafter

called a "Proceeding") by reason of the fact that he is or was a director, officer, employee or agent of the Company or
is or was serving at the request of the Company as a director, officer, employee or agent of another business, foreign
or nonprofit corporation, partnership, joint venture, trust, employee benefit plan or other enterprise (whether the basis
of his involvement in such Proceeding is alleged action in an official capacity or in any other capacity while serving as

such), to the fullest extent permitted by applicable law, from and against expenses, including attorney's fees,
judgments, fines, amounts paid or to be paid in settlement, liability and loss, ERISA excise taxes, actually and

reasonably incurred by him or on his behalf or suffered in connection with such Proceeding or any claim, issue or
matter therein; provided, however, that, subject to certain exceptions set forth therein, the Company shall indemnify

any such person claiming indemnity in connection with a Proceeding initiated by such person only if such Proceeding
was authorized by the board of directors.

    The Bylaws further provide that (i) the Company shall from time to time pay, in advance of final disposition, all
Expenses (as therein defined) incurred by or on behalf of any person claiming indemnity thereunder in respect of any

Proceeding, (ii) the right to indemnification provided therein is a contract right and no amendment, alteration or repeal
of the Bylaws shall restrict the indemnification rights granted by the Bylaws as to any person claiming

indemnification with respect to acts, events and circumstances that occurred, in whole or in part, before such
amendment, alteration or repeal, (iii) any such indemnification may continue as to any person who has ceased to be a

director, officer, employee or agent and may inure to the benefit of the heirs, executors and legal representative of
such person and (iv) the right of indemnification and to receive advancement of expenses contemplated by Section 1
of Article IV of the Bylaws are not exclusive of any other rights to which any person may at any time be otherwise

entitled, provided that such other indemnification may not apply to a person's willful or intentional misconduct.  The
Bylaws also set forth certain procedural and evidentiary standards applicable to the enforcement of a claim thereunder.

    The Bylaws also provide that the Company (i) may procure or maintain insurance or other similar arrangement, at
its expense, to protect itself and any director, officer, employee or agent of the Company or other corporation,

partnership, joint venture, trust or other enterprise against any expense, liability or loss asserted against or incurred by
such person, whether or not the Company would have the power to indemnify such person against such expense or

liability and (ii) shall indemnify officers and directors of the Company to the extent they are not covered by the
insurance, whether or not such persons would otherwise be entitled to indemnification under the Bylaws, as provided
in policies covering liabilities up to $85 million incurred by directors and officers in their capacities as such, and has
fiduciary and employee benefit liability insurance policies covering liabilities up to $65 million incurred by directors,

officers and certain other employees of the Company in connection with the administration of the Company's
employee benefit plans.
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    Section 24(C)(4) of the LBCL provides that a corporation may eliminate or limit the liability of a director or officer
to the corporation or its shareholders for monetary damages for breach of fiduciary duty, except for liability (i) for any
breach of the director's or officer's duty of loyalty to the corporation or its shareholders, (ii) for acts or omissions not
in good faith or that involve intentional misconduct or a knowing violation of law, (iii) under Section 92(D) of the

LBCL relating to unlawful dividends and other unlawful distributions, payments or returns of assets and (iv) for any
transaction from which the director or officer derived an improper personal benefit.  The Company's Articles of

Incorporation include a provision consistent with Section 24(C)(4) of the LBCL.  Such provision further provides that
(a) if the LBCL is subsequently amended to authorize action further eliminating or limiting a director's or officer's

liability, such liability will be eliminated or limited to the fullest extent permitted by such law, as so amended, and (b)
if such provision limiting or eliminating liability is repealed or modified, the right or protection of a director or officer

of the Company existing at the time of such repeal or modification will not be affected thereby.

Item 16.  Exhibits.

    See Index to Exhibits at page II-6.

Item 17. Undertakings.

(a)           The undersigned registrant hereby undertakes:

(1)           To file, during any period in which offers or sales are being made, a post-effective
amendment to this registration statement:

(i)            To include any prospectus required by section 10(a)(3) of the Securities Act
of 1933;

(ii)           To reflect in the prospectus any facts or events arising after the effective
date of the registration statement (or the most recent post-effective amendment

thereof) which, individually or in the aggregate, represent a fundamental change in
the information set forth in the registration statement.  Notwithstanding the foregoing,

any increase or decrease in volume of securities offered (if the total dollar value of
securities offered would not exceed that which was registered) and any deviation

from the low or high end of the estimated maximum offering range may be reflected
in the form of prospectus filed with the Commission pursuant to Rule 424(b) if, in the

aggregate, the changes in volume and price represent no more than a 20 percent
change in the maximum aggregate offering price set forth in the "Calculation of

Registration Fee" table in the effective registration statement;

(iii)          To include any material information with respect to the plan of distribution
not previously disclosed in the registration statement or any material change to such

information in the registration statement;

provided, however, that paragraphs (a)(1)(i) and (a)(1)(ii) of this section do not apply
if the information required to be included in a post-effective amendment by those

paragraphs is contained in periodic reports filed by the registrant pursuant to section
13 or section 15(d) of the Securities Exchange Act of 1934 that are incorporated by

reference in the registration statement.

(2)           That, for the purpose of determining any liability under the Securities Act of 1933, each
such post-effective amendment shall be deemed to be a new registration statement relating to the
securities offered therein, and the offering of such securities at that time shall be deemed to be the
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initial bona fide offering thereof.

(3)           To remove from registration by means of a post-effective amendment any of the securities
being registered which remain unsold at the termination of the offering.

(b)           The undersigned registrant hereby undertakes that, for purposes of determining any liability under the
Securities Act of 1933, each filing of the registrant's annual report pursuant to section 13(a) or section 15(d) of the

Securities Exchange Act of 1934 that is incorporated by reference in the registration statement shall be deemed to be a
new registration statement relating to the securities offered therein, and the offering of such securities at that time shall

be deemed to be the initial bona fide offering thereof.

(c)           Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to
directors, officers and controlling persons of the registrant pursuant to the foregoing provisions, or otherwise, the

registrant has been advised that in the opinion of the Securities and Exchange Commission such indemnification is
against public policy as expressed in the Act and is, therefore, unenforceable.  In the event that a claim for

indemnification against such liabilities (other than the payment by the registrant of expenses incurred or paid by a
director, officer or controlling person of the registrant in the successful defense of any action, suit or proceeding) is

asserted by such director, officer or controlling person in connection with the securities being registered, the registrant
will, unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of

appropriate jurisdiction the question whether such indemnification by it is against public policy as expressed in the
Act and will be governed by the final adjudication of such issue.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the Registrant certifies that it has reasonable grounds to
believe that it meets all of the requirements for filing on Form S-3 and has duly caused this Registration Statement to
be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Pineville, the State of Louisiana,

on September 30, 2003.

CLECO CORPORATION

By:    /s/ DAVID M. EPPLER                           
          David M. Eppler
          President and Chief Executive Officer

POWER OF ATTORNEY

    KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below constitutes and
appoints Dilek Samil, R. O'Neal Chadwick, Jr. and Kathleen F. Nolen, and each of them severally, his or her true and

lawful attorneys-in-fact and agents with power to act with or without the other, with full power of substitution and
resubstitution, for him or her and in his or her name, place and stead, in any and all capacities, to sign any or all

amendments (including pre-effective and post-effective amendments) to this Registration Statement and any
registration statement for the same offering filed pursuant to Rule 462 under the Securities Act of 1933, as amended,
and all instruments necessary or incidental thereto, to file the same, with all exhibits thereto, and other documents in
connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agents

and each of them full power and authority to do and perform every act whatsoever necessary or desirable to be done in
and about the premises, as fully and to all intents and purposes as they might or could do in person, hereby ratifying
and confirming all that said attorneys-in-fact and agents or their substitutes may lawfully do or cause to be done by

virtue hereof.

Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed by the
following persons in the capacities and on the dates indicated.

Signature Title Date

/s/ David M. Eppler President, Chief Executive September 30, 2003
David M. Eppler Officer and Director

(Principal Executive Officer)

/s/ Dilek Samil Chief Financial Officer and September 30, 2003
Dilek Samil Senior Vice President of Finance

(Principal Financial Officer)

/s/ R. Russell Davis Vice President and Controller September 30, 2003
R. Russell Davis (Principal Accounting Officer)
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/s/ Sherian G. Cadoria Director September 30, 2003
Sherian G. Cadoria

/s/ Richard B. Crowell Director September 30, 2003
Richard B. Crowell

/s/ J. Patrick Garrett Director September 30, 2003
J. Patrick Garrett

/s/ F. Ben James, Jr. Director September 30, 2003
F. Ben James, Jr.

/s/ Elton R. King Director September 30, 2003
Elton R. King

/s/ William L. Marks Director September 30, 2003
William L. Marks

/s/ Ray B. Nesbitt Director September 30, 2003
Ray B. Nesbitt

/s/ Robert T. Ratcliff Director September 30, 2003
Robert T. Ratcliff

/s/ William H. Walker, Jr. Director September 30, 2003
William H. Walker, Jr.
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INDEX TO EXHIBITS

Exhibit
Number Document Description

Report or
Registration
Statement

Exhibit
Reference

1* Form of Underwriting Agreement
3.1** Amended and Restated Articles of Incorporation of Cleco

Corporation, restated effective July 1, 1999
Post-Effective
Amendment No. 1 to
Form S‑4
(333‑71643‑01) filed
June 30, 1999

A

3.2** Articles of Amendment to the Amended and Restated Articles
of Incorporation of Cleco Corporation setting forth the terms of
a series of $25 Preferred Stock

Form 8-K filed
July 28, 2000

1

3.3** Articles of Amendment to the Amended and Restated Articles
of Incorporation of Cleco Corporation to increase the amount of
authorized common stock and to effect a two-for-one split of the
common stock

Schedule 14A filed
March 14, 2001

B

3.4** Bylaws of the Company (revised effective April 26, 2002) Form 10‑Q for the
quarterly period ended
March 31, 2002 filed
May 15, 2002

3(a)

4.1** Senior Indenture, dated as of May 1, 2000, between Cleco
Corporation and Bank One, N.A., as trustee

Amendment No. 1 to
Form S‑3 (333‑33098)
filed May 8, 2000

4.1

4.2** Supplemental Indenture No. 1, dated as of May 25, 2000, to
Senior Indenture

Form 8‑K filed
May 24, 2000

4.1

4.3** Supplemental Indenture No. 2, dated as of April 28, 2003, to
Senior Indenture

Form 8‑K filed April
28, 2003

4.1

4.4** Form of Subordinated Indenture Amendment No. 1 to
Form S‑3 (333-33098)
filed May 8, 2000

4.2

4.5** Form of Senior Debt Security (included in Exhibit 4.1)
4.6** Form of Subordinated Debt Security (included in Exhibit 4.2)
4.7** Rights Agreement between the Company and Equiserve Trust

Company, Rights Agent, dated as of July 28, 2000
Form 8-K filed July
28, 2000

1

5*** Opinion of Baker Botts L.L.P.
12.1** Statement Regarding Computation of Earnings to Fixed Charges

and Earnings to Combined Fixed Charges and Preferred Stock
Dividends for the twelve-month periods ended December 31,
2002, 2001, 2000, 1999 and 1998

Form 10‑K for the
fiscal year ended
December 31, 2002
filed March 18, 2003

12(a)

12.2** Statement Regarding Computation of Earnings
to Fixed Charges and Earnings to Combined
Fixed Charges and Preferred Stock Dividends
for the six-month period ended June 30, 2002

Form 10‑Q for the quarterly
period ended June 30, 2002
filed August 14, 2002

12(a)

12.3** Statement Regarding Computation of Earnings
to Fixed Charges and Earnings to Combined
Fixed Charges and Preferred Stock Dividends
for the six-month period ended June 30, 2003

Form 10‑Q for the quarterly
period ended June 30, 2003
filed August 11, 2003

12(a)
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23.1 Consent of PricewaterhouseCoopers LLP
23.2* Consent of Baker Botts L.L.P. (included in

Exhibit 5)
24 Power of Attorney (included on page II-4 of this

registration statement)
25.1*** Statement of Eligibility on Form T-1 of Bank

One, N.A., as trustee under the Senior Indenture
25.2* Statement of Eligibility on Form T-1 of

Subordinated Indenture Trustee

      *        To be filed by amendment or by a report on Form 8-K pursuant to Regulation S-K, Item 601(b).
      **     Incorporated herein by reference as indicated.
      ***   To be filed by amendment.
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