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Note: Certain sections in this annual report contain forward-looking statements. The future often brings developments that we did not anticipate. Under Federal Securities Laws,
companies are protected against being sued for forward-looking statenients as long as the company identifies the statements and discusses the uncertainties. Manufactured home
communities are noted for their stability and predictability, but even these communities are adversely affected by national or regional declines in economic conditions, changes in
interest rates and operating costs, overbuilding, earthquakes, floods and tornadoes. Litigation and governmental regulations (including environmental and rent control regulations)
are not predictable, Adverse trends in occupancy, rents and rent collection may be difficult to recognize until several years’ results are in. Forward-looking statements in this report
include these items and those statements that refer to future capital resources, profitability and portfolio performance or other future events. Readers are cautioned not to place reliance
on forward-looking statements without considering the uncertainties mentioned.




T = e S

" MESSAGE FROM THE CHAIRMAN (¢

largest owner of manufactured home communities in the nation and is one of five publicly-owned REITs s
in manufactured home communities.

United owns twenty-five manufactured home communities containing approximately six thousand home sites.
United is a publicly-owned company with an estimated 2,500 shareholders. United's shares are listed on the AMEX,
under the symbol UMH. United is very proud of its individual shareholders, many of whom have been shareholders
for generations. In 2002, we raised the dividend four times. The dividend was recently raised to an annual rate of $.90
per share. Management would like to continue to increase the dividend in 2003. Management’s focus is always on
the long term. We know our dedicated shareholders appreciate that this is the only way to build shareholder value.

At December 31, 2002, United had outstanding 7,671,450 shares at a market price of $13.54. This gave our REIT a
stock market capitalization of more than $100 million. Management is very proud of this milestone reached in 2002.
Management is also proud to report that United has maintained its Standard & Poor’s stock ranking of A.

United pioneered a response to the under-valuation of REIT shares in the public marketplace by purchasing
REIT securities. United currently holds approximately $33 million in REIT securities. By investing in REIT securities,
we seek increased income and capital gains. United believes in the securitization of real estate by means of the REIT
concept. REIT securities often represent a better value than buying properties directly. United believes it is logical to
acquire a portfolio of REIT securities. United has achieved increased income, increased liquidity and a very strong
financial statement utilizing REIT securities for investment.

United has substantial funds to invest. United is refinancing its communities with long-term loans at historically
low interest rates. Today, neither the purchase of manufactured home communities nor the purchase of REIT securities
can provide the ten to fifteen percent returns management considers as a bench mark requirement for investment.
Therefore, we are considering alternative strategies and investments. When we consider these alternatives, we consider
share buyback programs as well as substantial increases in dividend payout. It is a nice management problem to have
but is nevertheless a problem. We have made many innovative and successful management decisions in the past. This
by no means guarantees we will make the right decisions in the future. We have told the real estate brokerage community
that we will consider real estate investments outside the manufactured home community area. Whether we actually
make any such investments has not yet been determined.

United continues to execute successfully on its long-term
business plan. We manage United, Monmouth Real Estate
Investment Corporation (NASDAQ/NMS:MNRTA) and
Monmouth Capital Corporation (NASDAQ Small
Cap:MONM). There are efficiencies in running three REITs.
It has also helped us attract and keep a dedicated staff.

Very truly yours,

EUGENE W. LANDY ‘
Chairman of the Board Eugene W. Landy and Samuel A. Landy

2002 Annual Report %
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HE PRESIDENT

Dear Fellow Shareholders:

United Mobile Homes, Inc. (United) is a real estate investment trust (REIT pronounced “REET"”). AREIT
is a business formed for the purpose of owning and managing real estate pursuant to special provisions of the
tax code. Those special provisions were enacted in 1960 so that individual investors without large amounts of
money could earn the returns on real estate that until then were only available to people who could buy whole

properties.

REITs allow the ownership of real estate to be securitized into individual shares of stock without the
double taxation that comes from a standard corporation. These shares of stock allow an investor to obtain
partial ownership of apartments, offices, manufactured home communities or other property types by
purchasing them in the public market. The REIT vehicle also solves the lack of liquidity that comes with

having private ownership of a property.

The ability to generate current return plus appreciation makes REIT investments attractive. Real estate
can and often does appreciate in value. Real estate can and often does offer a current return on investments.
A property that earns 8% and appreciates, say 4%, can realize a 12% return before taxes. A 12% return doubles
your money in six years assuming the yield is not eaten up by taxes. REIT stocks owned in a 401(k) Plan,
Simple Plan, IRA or other tax-deferred account allow the investor to earn their REIT income tax deferred.

United is a small real estate investment trust. My father, Eugene W. Landy, founded the company in
1968. We own, operate, expand and may even build manufactured home communities. Since the 1950’s many
people have believed that manufactured housing would be the answer to this country’s affordable housing
crisis. In many areas of the country, this has proven to be true. However, local zoning restrictions have
prevented manufactured homes from doing even more to solve the shortage of affordable housing in the
Northeast. These local restrictions put us in the position of providing a product that people need in an
environment that does not have a lot of competition.

Manufactured home communities are fascinating. Location is very important. Our communities with
the highest rents can have the oldest homes and the smallest lots as a result of the surrounding economy.
These rents are as high as $475 per month. A newer community in less populated areas can have vacancies
and the rent can be as low as $192 per month. United’s communities are mostly located in the northeastern

United States in valuable locations.

United has sought to expand our communities in these higher rent areas. The demand for doublewide
manufactured homes in the expansions is strong. Singlewide manufactured home lots are more difficult to
rentin the less populated areas. The current lack of financing for purchasers of manufactured homes is resulting

in vacancies in some of our communities.

Overall for the year, occupancy ended at 5,258 occupied lots, a decrease of 21 lots from a year ago. The
vast majority of move outs are older homes that cannot be financed by a person seeking to buy a used home.
Our challenge is to remove the abandoned old homes and replace them with new homes. If we desired to fill
the vacant lots with rental homes, my belief is we could immediately re-occupy those lots. However, because
of investor perception that rental homes are inferior to resident owned homes, we limit our number of rentals

2 United Mobile Homes, Inc.




to less than 500-rental units. Rentals are easily filled because the occupants do not need the same down

payment or credit approval as a homebuyer. Rental homes do have a greater percentage of bad debt then
tenant-owned homes. Rented units can earn very substantial profits and demonstrate the need for affordable
housing.

United’s sales operation is important to United’s growth. United sold approximately $5.5 million worth
of homes in 2002. This resulted in almost 150 homes being placed in our communities. These homes should
generate rental income for the next 20 years. These units improve the physical appearance of our communities.
Of the $5.5 million in home sales, approximately $2 million was financed by our subsidiary. As the community
owner, our ability to repair, resell and manage our collateral gives us a substantial advantage over outside
financing companies. My belief is that our competitive advantages will make us successful in manufactured
home financing despite the significant losses suffered by other finance companies in recent years. Financing
homes increases the efficiency of the community manager and staff by increasing the revenue that each
employee is responsible for. The same manager who collects the rent from 250 rented lots can easily collect
the finance payments from 25 financed homes. United has a market capitalization of over $100 million;
$2 million per year in financing provides no significant risks to United’s results and may in fact turn out to be

a profitable way to grow our business.

United owns 25 communities consisting of almost 6,000 spaces. Company wide we own approximately
190 acres to expand our existing communities. Our primary income comes from renting the manufactured
home owner the space to keep their home. We believe the manufactured home spaces appreciate in value
each year.

Very truly yours,

S/

SAMUEL A. LANDY
President

2002 Annual Report 3



| COMMUNITY DEVELOPMENT

In many of the properties currently owned by the Company, there is additional unimproved
land, which lends itself to future development. When many of the communities were purchased
by the Company, the undeveloped lands were given little or no value. In the future, they may
develop substantial value. These additional land holdings throughout the Company are reviewed
frequently by management to monitor the economic changes in the particular area to determine if
expansion of certain properties is warranted. There are currently approximately 800 additional
sites in various stages of engineering/construction. We continue to monitor demand at these
locations.

| Projected expansion 2003 2004 2005 2006
(number of sites)

Allentown 40 17

Brookview 30 30 30 30
Cedarcrest 20

Cross Keys 10

Fairview 40 20

Highland Estates 54

Kinnebrook 25 25 22

Lake Sherman 30 25 20

Pine Ridge 25 25 25

Port Royal 48

River Valley 20

Sandy Valley 20

Spreading Oaks 25 25 25 25
Wood Valley 25 25
Totals: 244 195 162 100 80

& United Mobile Homes, Inc.



Selected Financia! Data

THE YEAR IN REVIEW

December 31,
2002 2001 2060 1999 1998

Income Statement Data:

Total Revenues $29,423,893 $26,882,399 $20,644,731 $18,807,085 $17,193,278
Total Expenses 23,576,227 21,303,647 15,418,042 14,248,985 13,004,682
Gain (Loss) on Sales of

Investment Property and Equipment 664,546 (28,264) (37,318) (1,964) 13,095
Net Income 6,512,212 5,550,488 5,189,371 4,556,136 4,201,691
Average Number of Shares Outstanding 7,600,266 7,457,636 7,339,684 7,252,774 7,042,701
Net Income Per Share -

Basic 86 74 71 .63 .60
Diluted .85 .74 71 .63 .60
Cash Flow Data:

Net Cash Provided by

Operating Activities $6,747,943  $4,277,851  $7,171,086 $6,770,625 $6,556,937
Net Cash Used by Investing Activities (7,076,423) (11,027,374)  (4,068,797) (12,032,660) (8,606,679)
Net Cash Provided (Used)

by Financing Activities 1,099,628 6,918,095 (2,427,680) 5,154,277 2,690,831
Balance Sheet Data:

Total Assets $89,026,506 $80,334,844 $62,945,597 $58,575,312  $50,046,649
Mortgages Payable 43,321,884 38,652,025 32,055,839 30,419,153 21,411,576
Shareholders’ Equity 29,736,417 27,964,534 22,839,426 21,391,307 23,212,813
Other Data:
Funds from Operations* $9,319,106  $8,263,308  $7,845,528 $7,010,633 $6,591,995
Cash Dividends Per Share .8650 .8025 7575 75 7375

*Funds from Operations (FFO) is defined as net income excluding gains (or losses) from sales of depreciable assets, plus
depreciation. FFO should be considered as a supplemental measure of operating performance used by real estate investment
trust (REITs). FFO excludes historical cost depreciation as an expense and may facilitate the comparison of REITs which have
different cost bases. The items excluded from FFO are significant components in understanding and assessing the Company’s
financial performance. FFO (1) does not represent cash flow from operations as defined by generally accepted accounting
principles; (2) should not be considered as an alternative to net income as a measure of operating performance or to cash flows
from operating, investing and financing activities; and (3) is not an alternative to cash flow as a measure of liquidity. FFO, as
calculated by the Company, may not be comparable to similarly entitled measures reported by other REITs. The Company’s

FFO is calculated as follows:

2002 001 2000 1999 998
Net Income $6,512,212 $5,550,488 $5,189,371 $4,556,136 $4,201,691
(Gain) Loss on Sales of
Depreciable Assets (3,546) 28,264 37,318 1,946 (13,095)
Depreciation Expense 2,810,400 2,684,556 2,618,839 2,452,533 2,403,399
FFO (1) $9,319,106 $8,263,308 $7,845,528 $7,010,633 $6,591,995

(1) Includes gain on sale of land of $661,000 in 2002.

2002 Annual Report &



'THE YEAR IN REVIEW

Recent Share Activity

2002 2001 2000
High Low High Low High Low
First Quarter 12.50 11.77 12.75 9.63 8-7/8 7
Second Quarter 13.85 12,15 12.35 10.65 8-1/2 7-3/8
Third Quarter 13.50 12.25 11.95 10.50 9-1/2 8-1/8
Fourth Quarter 13.54 12.22 12.50 10.25 9-3/4 8-3/8
Share Opening Closing  Dividends Share Total
Volume Price Price Paid Appreciation Yield
1997 1,018,000 11-3/8 11-3/4 70 3.3% 9.4%
1998 1,475,000 11-3/4 10-5/8 7375 (9.6%) (3.3%)
1999 1,638,000 10-5/8 8-1/4 .75 (22.4%) (15.3%)
2000 1,259,000 8-1/4 9-1/2 7575 15.2% 24.4%
2001 852,000 9.50 12.18 .8025 28.2% 36.6%
2002 1,008,000 12.18 13.54 365 11.2% 18.3%
Annual FFO Growth Quarterly Dividends Paid
Per Common Share
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Form 10-K
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 (D) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2002

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 (D) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the transition period to

Commission File Number 0-13130

United Mobile Homes, Inc.
(Exact name of registrant as specified in its charter)

New Jersey 22-1890929
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) identification number)

3499 Route 9, Suite 3C, Freehold, New Jersey 07728
(Address of principal executive offices) (Zip code)

Registrant's telephone number, including area code (732) 577-9997

Securities registered pursuant to Section 12(b) of the Act: None
Securities registered pursuant to Section 12(g) of the Act: Common Stock $.10 par value

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section
13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such
shorter period that the registrant was required to file such reports), and (2) has been subject to such
filing requirements for the past 90 days. Yes X_No

Indicate by check if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not
contained herein, and will not be contained, to the best of registrant's knowledge, in definitive proxy
or information statements incorporated by reference in Part III of this Form 10-K or any amendment
to this Form 10-K _X .

Based upon the assumption that directors and executive officers of the registrant are not affiliates of
the registrant, the aggregate market value of the voting stock of the registrant held by nonaffiliates
of the registrant at March 14, 2003 was $107,771,225. Presuming that such directors and executive
officers are affiliates of the registrant, the aggregate market value of the voting stock of the
registrant held by nonaffiliates of the registrant at March 14, 2003 was $80,349,564.

The number of shares outstanding of issuer's common stock as of March 14, 2003 was 7,692,450
shares.

Documents Incorporated by Reference:
- Exhibits incorporated by reference are listed in Part IV, Item (a)(3).



PART ]

ITEM I - BUSINESS

General Development of Business

United Mobile Homes, Inc. (the Company) owns and operates twenty-five manufactured
home communities containing 5,979 sites. The communities are located in New Jersey, New
York, Ohio, Pennsylvania and Tennessee.

The Company was incorporated in the State of New Jersey in 1968. Its executive offices
are located at 3499 Route 9, Suite 3C, Freehold, New Jersey 07728. Its telephone number is (732)
577-9997.

Effective January 1, 1992, the Company elected to be taxed as a real estate investment
trust (REIT) under Sections 856-858 of the Internal Revenue Code. The company received from
the Internal Revenue Service a favorable revenue ruling that it qualified as a REIT. The
Company will not be taxed on the portion of its income which is distributed to shareholders,
provided it distributes at least 90% of its taxable income, has at least 75% of its assets in real
estate investments and meets certain other requirements for qualification as a REIT.

Background

Monmoeuth Capital Corporation, a publicly-owned Small Business Investment
Corporation, that had owned approximately 66% of the Company’s stock, spun off to its
shareholders in a registered distribution three shares of United Mobile Homes, Inc. for each share
of Monmouth Capital Corporation. The Company in 1984 and 1985 issued additional shares
through rights offerings. The Company has been in operation for thirty-four years, the last
seventeen of which have been as a publicly-owned corporation.

Narrative Description of Business

The Company’s primary business is the ownership and operation of manufactured home
communities — leasing manufactured home spaces cn a month-to-month basis to private
manufactured home owners. The Company aiso leases homes to residents.

A manufactured home community is designed to accommodate detached, single family
manufactured housing units, which are produced off-site by manufacturers and delivered by
truck to the site. Such dwellings, referred to as manufactured homes (which should be
distinguished from travel trailers), are manufactured in a variety of styles and sizes.
Manufactured homes, once located, are rarely transported to another site; typically, a
manufactured home remains on site and is sold by its owner to a subsequent occupant. This
transaction is commonly handled through a broker in the same manner that a more traditional
single-family residence is sold. Each owner of a manufactured home leases the site on which the
‘home is located from the Company.



ITEM I — BUSINESS, (CONT’D.)

Manufactured homes are being accepted by the public as a viable and economically
attractive alternative to common stick-built single-family housing. During the past five years,
approximately one-fifth of all single-family homes built and sold in the nation have been
manufactured homes.

The size of a modern manufactured home community is limited, as are other residential
communities, by factors such as geography, topography, and funds available for development.
Generally, modern manufactured home communities contain buildings for recreation, green
areas, and other common area facilities, which, as distinguished from resident owned
manufactured homes, are the property of the community owner. In addition to such general
improvements, certain manufactured home communities include recreational improvements such
as swimming pools, tennis courts and playgrounds. Municipal water and sewer services are
available to some manufactured home communities, while other communities supply these
facilities on site. The housing provided by the manufactured home community, therefore,
includes not only the manufactured dwelling unit (owned by the resident), but also the physical
community framework and services provided by the manufactured home community.

The community manager interviews prospective residents, ensures compliance with
community regulations, maintains public areas and community facilities and is responsible for
the overall appearance of the community. The manufactured home community, once fully
occupied, tends to achieve a stable rate of occupancy. The cost and effort in moving a home
once it is located in a community encourages the owner of the manufactured home to resell the
manufactured home rather than to remove it from the community. This ability to produce
relatively predictable income, together with the location of the community, its condition and its
appearance, are factors in the long-term appreciation of the community.

Effective April 1, 2001, the Company, through its wholly-owned taxable subsidiary,
UMH Sales and Finance, Inc. (S&F), began to conduct manufactured home sales in its

communities. This company was established to enhance the occupancy of the communities.

Investment and Other Policies of the Company

The Company may invest in improved and unimproved real property and may develop
unimproved real property. Such properties may be located throughout the United States. In the
past, it has concentrated on the northeast.

The Company has no restrictions on how it finances new manufactured home
communities. It may finance communities by purchase money mortgages or other financing,
including first liens, wraparound mortgages or subordinated indebtedness. In connection with its
ongoing activities, the Company may issue notes, mortgages or other senior securities. The
Company intends to use both secured and unsecured lines of credit.

The Company may issue securities for property, however, this has not occurred to date,
and it may repurchase or reacquire its shares from time to time if, in the opinion of the Board of
Directors, such acquisition is advantageous to the Company. During 2002, the Company
purchased 46,000 shares of its own stock at a total cost of $603,024.

-3-




ITEM [ — BUSINESS, (CONT'D)

The Company also invests in both debt and equity securities of other REITs. The
Company from time to time may purchase these securities on margin when the interest and
dividend yields exceed the cost of funds. At December 31, 2002 and 2001, the Company had
$32,784,968 and $25,917,748, respectively, of securities available for sale. Included in these
securities are Preferred Stock and Debt securities of $18,012,877 and $2,297,125, respectively, at
December 31, 2002 and $15,219,657 and $1,452,413, respectively, at December 31, 2001. The
unrealized gain on securities available for sale at December 31, 2002 and 2001 amounted to

$3,988,429 and $3,541,001, respectively.

Property Maintenance and Improvement Policies

It is the policy of the Company to properly maintain, modemize, expand and make
improvements to its properties when required. The Company anticipates that renovation
expenditures with respect to its present properties during 2003 will be consistent with 2002
expenditures. It is the policy of the Company to maintain adequate insurance coverage on all of
its properties; and, in the opinion of the Company, all of its properties are adequately insured.

Risk Factors

Real Estate Industry and Competition Risks

The Company’s investments will be subject to the risks generally associated with the
ownership of real property, including the uncertainty of cash flow to meet fixed obligations,
adverse changes in national economic conditions, changes in the relative popularity (and thus the
relative price) of the Company’s real estate investments when compared to other investments,
adverse local market conditions due to changes in general or local economic conditions or
neighborhood values, changes in interest rates and in the availability of mortgage funds, costs
and terms of mortgage funds, the financial conditions of residents and sellers of properties,
changes in real estate tax rates and other operating expenses (including corrections of potential
environmental issues as well as more stringent governmental regulations regarding the
environment), governmental rules and fiscal policies including possible proposals for rent
controls, as well as expenses resulting from acts of Ged, uninsured losses and other factors
which are beyond the control of the Company. The Company’s investments are primarily in
rental properties and are subject to the risk or inability to attract or retain residents with a
consequent decline in rental income as a result of adverse changes in local real estate markets or
other factors.

The Company will be competing for manufactured home community investments with
numerous other real estate entities, such as individuals, corporations, REITs and other enterprises
engaged in real estate activities, possibly including certain affiliates of the Company. In many
cases, the competing concerns may be larger and better financed than the Company, making it
difficult for the Company to secure new manufactured home community investments.
Competition among private and institutional purchasers of manufactured home community
investments has increased substantially in recent years, with resulting increases in the purchase
price paid for manufactured home communities and consequent higher fixed costs.




ITEM I - BUSINESS, (CONT’D.)

Governmental Regulations

Local zoning and use laws, environmental statutes and other governmental requirements
may restrict expansion, rechabilitation and reconstruction activities. These regulations may
prevent the Company from taking advantage of economic opportunities. Legislation such as the
Americans with Disabilities Act may require the Company to modify its properties. Future
legislation may impose additional requirements. No prediction can be made as to what
requirements may be enacted or what changes may be implemented to existing legislation.

Rent control affects only two of the Company’s manufactured home communities which
are in New Jersey and has resulted in a slower growth of earnings from these properties.

Environmental Liability Risks

Current and former real estate owners and operators may be required by law to
investigate and clean up hazardous substances released at the properties they own or operate or
have owned or operated. They may be liable to the government or to third parties for property
damage, investigation costs and cleanup costs. Contamination may adversely affect the owner’s
ability to sell or lease real estate or to borrow using the real estate as collateral. There is no way
of determining at this time the magnitude of any potential liability to which the Company may be
subject arising out of unknown environmental conditions or violations with respect to the
properties it owns. Environmental laws today can impose liability on a previous owner or
operator of a property that owned or operated the property at a time when hazardous or toxic
substances were disposed of, or released from, the property. A conveyance of the property,
therefore, does not relieve the owner or operator from liability. The Company is not aware of
any environmental liabilities relating to its properties which would have a material adverse effect
on its business, assets, or results of operations. However, no assurance can be given that
environmental liabilities will not arise in the future.

The Company owns and operates 11 manufactured home communities which either have
their own wastewater treatment facility, water distribution system, or both. At these locations,
the Company is subject to compliance of monthly, quarterly and yearly testing for contaminants
as outlined by the individual state’s Department of Environmental Protection Agencies.

Currently, the Company is not subject to radon or asbestos monitoring requirements.

Insurance Considerations

The Company generally maintains insurance policies related to its business, including casualty,
general liability and other policies covering business operations, employees and assets. The
Company may be required to bear all losses that are not adequately covered by insurance.
Although management believes that the Company’s insurance programs are adequate, no
assurance can be given that the Company will not incur losses in excess of its insurance
coverage, or that the Company will be able to obtain insurance in the future at acceptable levels
and reasonable cost.



ITEM I - BUSINESS. (CONT'D.)

Financing Risks

The Company finances a portion of its investments through debt. This debt creates
risks, including a) rising interest rates on floating rate debt; b) failure to repay or refinance
existing debt as it matures, which may result in forced disposition of assets on disadvantageous
terms; c¢) refinancing terms less favorable than the terms of the existing debt; and d) failure to
meet required payments of principal and/or interest.

Amendment of Business Policies

The Board of Directors determines the growth, investment, financing, capitalization,
borrowing, REIT status, operating and distribution policies. Although the Board of Directors has
no present intention to amend or revise any of these policies, these policies may be amended or
revised without notice to shareholders. Accordingly, shareholders may not have control over
changes in Company policies.

Market Perception of Common Stock

The market value of the Company’s common stock may be based primarily upon the
market's perception of the Company’s growth potential and current and future cash dividends,
and may be secondarily based upon the real estate market value of the Company’s underlying
assets. The market price of the Company’s common stock is influenced by the dividend on the
Company’s common stock relative to market interest rates. Rising interest rates may lead
potential buyers of the Company’s common stock to expect a higher dividend rate, which would
adversely affect the market price of the Company’s common stock. In addition, rising interest
rates would result in increased expense, thereby adversely affecting cash flow and the
Company’s ability to service the Company’s indebtedness and pay dividends.

Qualification as a REIT

The Company intends to qualify as a REIT. If it fails to do so, it will not be allowed to
deduct distributions to shareholders in computing taxable income and will be subject to Federal
and state income taxes, including any applicable alternative minimum tax, at regular corporate
rates. In addition, the Company may be barred from qualification as a REIT for the four years
following disqualification. The additional tax incurred at regular corporate rates would reduce
significantly the cash flow available for distribution to shareholders and for debt service.

Furthermore, the Company would no longer be required to make any distributions to
shareholders as a condition to REIT qualification. Any distributions to shareholders that
otherwise would have been subject to tax as a capital gain dividend would be taxable as ordinary
income to the extent of the Company’s current and accumulated eamings and profits. Corporate
distributees, however, may be eligible for the dividends received deduction on the distributions,
subject to limitations under the Internal Revenue Code.



ITEM I - BUSINESS, (CONT’D.)

To qualify as a REIT, the Company must comply with certain highly technical and
complex requirements. Management cannot be certain that the Company has complied with
these requirements since there are few judicial and administrative interpretations of these
provisions. In addition, facts and circumstances that may be beyond the Company’s control may
affect the Company’s ability to qualify as a REIT. No assurance can be given that new
legislation, regulations, administrative interpretations or court decisions will not change the tax
laws significantly with respect to qualification as a REIT or with respect to the Federal Income
tax consequences of qualification. The company intends to qualify as a REIT. However, no
assurance can be given that the Company qualifies as a REIT or will remain qualified as a REIT.

Notwithstanding the Company’s status as a REIT, the Company is subject to various
Federal, state and local taxes on income and property. The Company will be taxed at regular
corporate rates on any undistributed taxable income, including undistributed net capital gains,
provided, however, that properly designated undistributed capital gains will effectively avoid
taxation at the stockholder level. The Company may also have to pay some state income or

franchise taxes because not all states treat REITS in the same manner as they are treated for
Federal income tax purposes.

Number of Emplovees

On March 14, 2003, the Company had approximately 100 employees, including Officers.
During the year, the Company hires approximately 20 part-time and full-time temporary
employees as lifeguards, grounds keepers and for emergency repairs.




ITEM 2 - PROPERTIES

United Mobile Homes, Inc. is engaged in the ownership and operation of manufactured
home communities located in New Jersey, New York, Chio, Pennsylvania and Tennessee. The
Company owns twenty-five manufactured home communities containing 5,979 sites. The
following is a brief description of the properties owned by the Company:

Number of 2002 Average Current Rent Per
Name of Community Sites Occupancy Month Per Site

Allentown 414 84% $257
4912 Raleigh-Millington Road
Memphis, TN 38128

Brookview Village
Route SN
Greenfield Center, NY 12833

Cedarcrest
1976 North East Avenue
Vineiand, NJ 08360

Cranberry Village
201 North Court
Cranberry Township, PA 16066

Cross Keys Village 133 91% $243
Old Sixth Avenue Road, RD #1
Duncansville, PA 16635

D & R Village 244 95% $346
Route 146, RD 13
Clifton Park, NY 12065

Fairview Manor 276 87% $375
2110 Mays Landing Road

Millville, NJ 08332

Forest Park Village 252 90% $312
724 Slate Avenue

Cranberry Township, PA 16066

Heather Highlands 457 65% $235
109 S. Main Street
Pittston, PA 18640

Highland Estates 269 92% $371
60 Old Route 22
Kutztown, PA 19530

Kinnebrook 212 90% $370
201 Route 17B
Monticello, NY 12701




Name of Community

Number of

Sites

2002 Average
QOccupancy

Current Rent Per
Month Per Site

Lake Sherman Village
7227 Beth Avenue, SW
Navarre, OH 44662

Laurel Woods
1943 St. Joseph Street
Cresson, PA 16630

Memphis Mobile City
3894 N. Thomas Street
Memphis, TN 38127

Oxford Village
2 Dolinger Drive
West Grove, PA 19390

Pine Ridge Village
147 Amy Drive
Carlisle, PA 17013

Pine Valley Estates
700 Pine Valley Estates
Apollo, PA 15613

Port Royal Village
400 Patterson Lane
Belle Vernon, PA 15012

River Valley Estates
2066 Victory Road
Marion, OH 43302

Sandy Valley Estates
801 First, Route #2
Magnolia, OH 44643

Southwind Village
435 E. Veterans Highway
Jackson, NJ 08527

Spreading Oaks Village
7140-29 Selby Road
Athens, OH 45701

Waterfalls Village
3450 Howard Road
Hamburg, NY 14075

Woodlawn Village
Route 35
Eatontown, NJ 07724

Wood Valley
1493 N. Whetstone River Road
Caledonia, OH 43314

210

220

168

224

137

218

427

214

364

250

153

202

157

161

96%

73%

83%

99%

92%

80%

78%

94%

95%

97%

93%

98%

98%

96%

$288

$200

$234

$406

$344

$240

$267

$217

$263

$275

$192

$344

$475

$218



ITEM 2 - PROPERTIES, (CONT’D.)

Occupancy rates are very stable with little year-to-year changes once the community is
filled (generally 90% or greater occupancy). It is the Company’s experience that, once a home is
set up in the community, it is seldom moved. The home if sold, is sold on-site to a new owner.

Residents generally rent on a month-to-month basis. Some residents have one-year
leases. Southwind Village and Woodlawn Village (both in New Jersey) are the only
communities subject to local rent control laws.

There are 17 sites at Sandy Valley which are under a consent order with the Federal
Government. This order provides that, as these sites become vacant, they cannot be reused. As
of December 31, 2002, all of these sites were vacant. The restrictions on use were known at the
time of purchase, and the item is not material to the operation of Sandy Valley Estates.

In connection with the operation of its 5,979 sites, the Company operates approximately
490 rental units. These are homes owned by the Company and rented to residents. The
Company engages in the rental of manufactured homes primarily in areas where the communities
have existing vacancies. The rental homes produce income on both the home and for the site
which might otherwise be non-income producing. The Company sells the clder rental homes
when the opportunity arises.

The Company has approximately 800 sites in various stages of engineering/construction.
Due to the difficulties involved in the approval and construction process, it is difficult to predict
the number of sites which will be completed in a given year.

Significant Properties

The Company operates approximately $75,000,000 (at original cost) in manufactured
home properties. These consist of 25 separate manufactured home communities and related
equipment and improvements. There are 5,979 sites in the 25 communities. No one community
constitutes more than 10% of the total assets of the Company. Port Royal Village with 427 sites,
Sandy Valley Estates with 364 sites, Cedarcrest with 283 sites, Fairview Manor with 276 sites,
Highland Estates with 269 sites, Allentown with 414 sites and Heather Highlands with 457 sites
are the larger properties. Heather Highlands historically has an average of 65% to 70%
occupancy. The property continues to preduce positive cash flow.

Mortgages on Properties

The Company has mortgages on various properties. The maturity dates of these
mortgages range from the year 2003 to 2012. Interest varies from fixed rates of 4.625% to
7.86%. The aggregate balances of these mortgages total $43,321,884 at December 31, 2002.
(For additional information, see Part IV, Item 14(a)(1)(vi), Note 5 of the Notes to Consolidated
Financial Statements — Notes and Mortgages Payable).

-10-




ITEM 3 - LEGAL PROCEEDINGS

Legal proceedings are incorporated herein by reference and filed as Part IV, Item
14(a)(1)(vi), Note 13 of the Notes to Consolidated Financial Statements — Legal Matters.

ITEM 4 — SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted during the fourth quarter of 2002 to a vote of security holders
through the solicitation of proxies or otherwise.
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PARTH

ITEM 5 — MARKET FOR REGISTRANT'S COMMON EQUITY AND REILATED
STOCKHOLDER MATTERS

The Company’s shares are traded on the American Stock Exchange (symbol UMH). The
per share range of high and low quotes for the Company’s stock for each quarterly period is as
follows:

2002 2001 2000
HIGH LOW HIGH LOW HIGH LOW
First Quarter 12.50 1177 12.75 9.63 8-7/8 7
Second Quarter 13.85 12.15 12.35 10.65 8-1/2 7-3/8
Third Quarter 13.50 12.25 11.95 10.50 9-172 8-1/8
Fourth Quarter 13.54 12.22 12.50 10.25 9-3/4 8-3/8

On March 14, 2003, the closing price of the Company’s stock was $14.01.

As of December 31, 2002, there were approximately 1,000 shareholders of the
Company’s common stock based on the number of record owners.

For the years ended December 31, 2002, 2001 and 2000, total dividends paid by the
Company amounted to $6,568,295 or $.8650 per share ($.6738 taxed as ordinary income and
$.1912 taxed as a long-term capital gain), $5,980,540 or $.8025 per share (all taxed as ordinary
income) and , $5,555,941 or $.7575 per share ($.7102 taxed as ordinary income, $.0384 taxed as
a long-term capital gain and $.0089 was a return of capital), respectively.

Future dividend policy will depend on the Company’s earnings, capital requirements,
financial condition, availability and cost of bank financing and other factors considered relevant
by the Board of Directors. The Company elected REIT status beginning in 1992. As a REIT,
the Company must pay out at least 90% of its taxable income in the form of a cash distribution to
shareholders.
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ITEM 6 — SELECTED FINANCIAL DATA

Operating Data:

Total Revenues

Total Expenses

Gain (Loss) on Sales
of Investment
Property and
Equipment

Net Income

Average Number of
Shares Outstanding

Net Income Per Share -
Basic
Diluted

December 31,
2002 2001 2000

1999 1998

$29,423 893  $26,882,399 $20,644,731
23,576,227 21,303,647 15,418,042

664,546 (28,264) (37,318)
6,512,212 5,550,488 5,189,371

7,600,266 7,457,636 7,339,684

.86 74 71
.85 74 1

$18,807,085 $17,193,278
14248985 13,004,682

(1,964) 13,095
4,556,136 4,201,601

7,252,774 7,042,701

63 .60
.63 .60

..................................................................................

Cash Flow Data:
Net Cash Provided by
Operating Activities
Net Cash Used by
Investing Activities
Net Cash Provided
(Used) by Financing
Activities

$6,747,943 $4,277,851  $7,171,086

(7,076,423) (11,027,374) (4,068,797)

1,099,628 6,918,095 (2,427,680)

$6,770,625  $6,556,937

(12,032,660) (8,606,679)

5,154,277 2,690,831

..................................................................................

Balance Sheet Data:
Total Assets
Mortgages Payable
Shareholders’ Equity

$89,026,506  $80,334,844 $62,945,597
43,321,884 38,652,025 32,055,839
29,736,417 27,964,534 22,839,426

$58,575,312  $50,046,649
30,419,153 21,411,576
21,391,307 23,212,813

..................................................................................

Other Data:
Funds from
Operations *
Cash Dividends
Per Share

$9,319,106 $8,263,308  $7,845,528

.8650 .8025 575

$7,010,633  $6,591,995

75 1375

*Funds from Operations (FFO) is defined as net income excluding gains (or losses) from sales of depreciable assets,
plus depreciation. FFO should be considered as a supplemental measure of operating performance used by real
estate investment trust (REITs). FFO excludes historical cost depreciation as an expense and may facilitate the
comparison of REITs which have different cost bases. The items excluded from FFO are significant components in
understanding and assessing the Company’s financial performance. FFO (1) does not represent cash flow from
operations as defined by generally accepted accounting principles; (2) should not be considered as an alternative to
net income as a measure of operating performance or to cash flows from operating, investing and financing
activities; and (3) is not an alternative to cash flow as a measure of liquidity. FFO, as calculated by the Company,
may not be comparable to similarly entitled measures reported by other REITs.
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ITEM 6 — SELECTED FINANCIAL DATA, (CONT'D.)

The Company’s FFQ is calculated as follows:

2002 2001 2000 1999 1998

Net Income $6,512,212 $5,550,488 $5,189,371 $4,556,136 $4,201,691
(Gain) Loss on Sales of

Depreciable Assets (3,546) 28,264 37,318 1,946 (13,095)
Depreciation Expense 2,810,440 2,684,556 2,618,839 2,452,533 2,403,399

FFO (1) $9,319,106 $8,263,308 $7,845,528 $7,010,633 $6,591,995

(1) Includes gain on sale of land of $661,000 in 2002.

ITEM 7 — MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Revenue and Expense

2002 vs. 2001

Rental and related income increased from $19,291,611 for the year ended December 31,
2001 to $20,140,691 for the year ended December 31, 2002 primarily due to the acquisition of a
new community in 2001 and rental increases to residents. During 2002, the Company was able
to obtain an average rent increase of approximately 3%.

Overall occupancy rates are satisfactory with eight manufactured home communities
experiencing vacancies over ten percent. Some of these vacancies are the result of expansions.
The Company is also evaluating further expansion at selected communities in order to increase
the number of available sites. Some of these communities are in various stages of expansion.

Effective April I, 2001, the Company, through its wholly-owned taxable subsidiary,
UMH Sales and Finance, Inc. (S&F), began to conduct manufactured home sales in its
communities. This company was established to enhance the occupancy of the communities.
Sales of manufactured homes, other income, cost of sales of manufactured homes and selling
expenses are directly related to this operation.

Interest and dividend income increased from $2,188,430 in 2001 to $2,867,142 in 2002
due to purchases of securities available for sale during 2001 and 2002.

Gains on sales of securities available for sale increased from $257,142 in 2000 to
$530,324 in 2001 to $794,950 in 2002.

Community operating expenses increased from $9,004,164 for the year ended December
31, 2001 to $9,457,214 for the year ended December 31, 2002 primarily as a result of the
acquisition of a new community in 2001 and increased insurance expense and personnel costs.
Management anticipates that the increase in insurance costs wiil continue intoc 2003.

General and administrative expenses increased from $2,015,685 in 2001 to $2,184,045 in
2002 primarily as a result of an increase in personnel costs.

-14-
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ITEM 7- MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL

CONDITION AND RESULTS OF OPERATIONS, (CONT'D.)

Interest expense increased from $2,825,894 in 2001 to $3,314,335 in 2002. This was
primarily as a result of a higher average principal balance outstanding. Interest capitalized on
construction in progress amounted to $162,600 and $146,000 for 2002 and 2001, respectively.

Depreciation expense increased from $2,684,556 for the year ended December 31, 2001
to $2,810,440 for the year ended December 31, 2002 primarily as a result of the acquisition of a
new community in 2001 and the completion of certain projects.

Amortization of financing costs increased from $87,748 in 2001 to $112,200 in 2002 due
to recent refinancing.

Gain (loss) on sales of investment property and equipment increased from a loss of
$28,264 in 2001 to a gain of $664,546 in 2002 primarily due to the sale of vacant land at a gain
of $661,000.

For the year ended December 31, 2002, the Company reported net income of $6,512,212
as compared to net income of $5,550,488 for the year ended December 31, 2001. The Company
is currently experiencing modest inflation. Modest inflation is believed to have a favorable
impact on the Company’s financial performance. With modest inflation, the Company believes
that it can increase rents sufficiently to match increases in operating expenses. High rates of
inflation (more than 10%) could result in an inability to raise rents to meet rising costs and could
create political problems such as the imposition of rent controls. The Company anticipates
continuing profits in 2003.

2001 vs. 2000

Rental and related income increased from $18,640,335 for the year ended December 31,
2000 to $19,291,611 for the year ended December 31, 2001 primarily due to the acquisition of a
new community and rental increases to residents. During 2001, the Company was able to obtain
an average rent increase of approximately 3.5%.

Overall occupancy rates are satisfactory with ten manufactured home communities
experiencing vacancies over ten percent. Some of these vacancies are the result of expansions.
The Company is also evaluating further expansion at selected communities in order to increase
the number of available sites. Some of these communities are in various stages of expansion.

Effective April 1, 2001, the Company, through its wholly-owned taxable subsidiary,
UMH Sales and Finance, Inc. (S&F), began to conduct manufactured home sales in its
communities. This company was established to enhance the occupancy of the communities.
Sales of manufactured homes, other income, cost of sales of manufactured homes and selling
expenses are directly related to this operation.

Interest and dividend income increased from $1,747,254 in 2000 to $2,188,430 in 2001
due to purchases of securities available for sale during 2000 and 2001.
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ITEM 7 - MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS. (CONT'D.)

Gains on sales of securities available for sale increased from $257,142 in 2000 to
$530,324 in 2001.

Community operating expenses increased from $8,233,356 for the year ended December
31, 2000 to $9,004,164 for the year ended December 31, 2001 primarily as a result of the
acquisition of a new community and increased insurance expense and personne!l costs.

General and administrative expenses increased from $1,852,309 in 2000 to $2,015,685 in
2001 primarily as a result of an increase in personnel and occupancy costs.

Interest expense increased from $2,624,801 in 2000 to $2,825,894 in 2001. This was
primarily as a result of a higher average principal balance outstanding. Interest capitalized on
construction in progress amounted to $146,000 and $180,600 for 2001 and 2000, respectively.

Depreciation expense increased from $2,618,839 for the year ended December 31, 2000
to $2,684,556 for the year ended December 31, 2001 primarily as a result of the acquisition of a
new community and the completion of certain projects.

Amortization of financing costs remained relatively stable in 2001 and 2000.

For the year ended December 31, 2001, the Company reported net income of $5,550,488
as compared to net income of $5,189,371 for the year ended December 31, 2000.

Liquidity and Capital Resources

The Company uses funds for real estate acquisitions, real property improvements,
amortization of debt incurred in connection with such acquisitions and improvements, purchase
of inventory of manufactured homes and investment in debt and equity securities of other REITs.
The Company generates funds through cash flow from properties, sales of manufactured homes
and its securities portfolio, mortgages on properties and increases in shareholder investments.
The Company has liquidity available from a combination of short and long-term sources. The
Company currently has mortgages payable totaling $43,321,884 secured by thirteen communities
and loans payable totaling $12,358,965 primarily secured by investment securities and inventory
of manufactured homes. The Company has a $2,000,000 line of credit with Fleet Bank, all of
which was utilized at December 31, 2002. The Company believes that its 25 communities have
market values in excess of historical cost. Management believes that this provides significant
additional borrowing capacity.

Net cash provided by operating activities decreased from $7,171,086 in 2000 to
$4,277,851 in 2001, and increased to $6,747,943 in 2002. The decrease in 2001 was primarily
due to the initial purchase of inventory for the sales operation. Cash flow was primarily used for
capital improvements, payment 