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Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes [ ]  No [X]
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As of June 30, 2018, the aggregate market value of the Registrant’s stock held by non-affiliates was$7,693,151,783 (computed by reference to
the closing sales price of the Registrant’s common stock as ofJune 30, 2018). For this computation, the Registrant has excluded the market value
of all shares of common stock reported as beneficially owned by executive officers and directors of the Registrant; such exclusion shall not be
deemed to constitute an admission that any such person is an affiliate of the Registrant.

Number of shares of common stock, $0.01 par value per share, outstanding as of February 14, 2019: 86,380,502

Documents Incorporated By Reference

Unless provided in an amendment to this Annual Report on Form 10-K, the information required by Part III is incorporated by reference to the
registrant’s proxy statement to be filed pursuant to Regulation 14A, with respect to the registrant’s 2019 annual meeting of stockholders.
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SUN COMMUNITIES, INC.

PART I

ITEM 1. BUSINESS

GENERAL

Sun Communities, Inc., a Maryland corporation, and all wholly-owned or majority-owned and controlled subsidiaries,
including Sun Communities Operating Limited Partnership, a Michigan limited partnership (the “Operating
Partnership”) and Sun Home Services, Inc., a Michigan corporation (“SHS”) are referred to herein as the “Company,” “us,”
“we,” and “our”. We are a self-administered and self-managed real estate investment trust (“REIT”).

We are a fully integrated real estate company which, together with our affiliates and predecessors, have been in the
business of acquiring, operating, developing, and expanding manufactured housing (“MH”) and recreational vehicle
(“RV”) communities since 1975. We lease individual parcels of land (“sites”) with utility access for placement of
manufactured homes and RVs to our customers. We are also engaged through a taxable subsidiary, SHS, in the
marketing, selling, and leasing of new and pre-owned homes to current and future residents in our communities. The
operations of SHS support and enhance our occupancy levels, property performance and cash flows.

We own, operate, or have an interest in a portfolio of MH and RV communities. As of December 31, 2018, we owned,
operated or had an interest in a portfolio of 371 properties in 31 states and Ontario, Canada (collectively, the
“Properties” or “Communities”), including 230 MH communities, 110 RV communities, and 31 Properties containing both
MH and RV sites. As of December 31, 2018, the Properties contained an aggregate of 128,454 developed sites
comprised of 84,428 developed MH sites, 24,535 annual RV sites (inclusive of both annual and seasonal usage rights),
and 19,491 transient RV sites. There are approximately 11,000 additional MH and RV sites suitable for development.

Our executive and principal property management office is located at 27777 Franklin Road, Suite 200, Southfield,
Michigan 48034 and our telephone number is (248) 208-2500. We have regional property management offices located
in Austin, Texas; Grand Rapids, Michigan; Denver, Colorado; Ft. Myers, Florida; and Orlando, Florida; and we
employed an aggregate of 2,784 full and part time employees as of December 31, 2018.

Our website address is www.suncommunities.com and we make available, free of charge, on or through our website
all of our periodic reports, including our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, and current
reports on Form 8-K, as soon as reasonably practicable after we file such reports with the Securities and Exchange
Commission (the “SEC”).

STRUCTURE OF THE COMPANY

The Operating Partnership is structured as an umbrella partnership REIT, or UPREIT. In 1993, we contributed our net
assets to the Operating Partnership in exchange for the sole general partner interest in the Operating Partnership and
the majority of all the Operating Partnership’s initial capital. We conduct substantially all of our operations through the
Operating Partnership. The Operating Partnership owns, either directly or indirectly through other subsidiaries, all of
our assets. This UPREIT structure enables us to comply with certain complex requirements under the federal tax rules
and regulations applicable to REITs, and to acquire MH and RV communities in transactions that defer some or all of
the sellers’ tax consequences. The financial results of the Operating Partnership and our other subsidiaries are
consolidated in our Consolidated Financial Statements. The financial results include certain activities that do not
necessarily qualify as REIT activities under the Internal Revenue Code of 1986, as amended (the “Code”). We have
formed taxable REIT subsidiaries, as defined in the Code, to engage in such activities. We use taxable REIT
subsidiaries to offer certain services to our residents and engage in activities that would not otherwise be permitted
under the REIT rules if provided directly by us or by the Operating Partnership. The taxable REIT subsidiaries include
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our home sales business, SHS, which provides manufactured home sales, leasing, and other services to current and
prospective tenants of the Properties.

Under the partnership agreement, the Operating Partnership is structured to make distributions with respect to certain
of the Operating Partnership units (“OP units”) at the same time that distributions are made to our common stockholders.
The Operating Partnership is structured to permit limited partners holding certain classes or series of OP units to
exchange those OP units for shares of our common stock (in a taxable transaction) and achieve liquidity for their
investment.

As the sole general partner of the Operating Partnership, we generally have the power to manage and have complete
control over the conduct of the Operating Partnership’s affairs and all decisions or actions made or taken by us as the
general partner pursuant to the partnership agreement are generally binding upon all of the partners and the Operating
Partnership.

1
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SUN COMMUNITIES, INC.

We do not own all of the OP units. As of December 31, 2018, the Operating Partnership had issued and outstanding:

•89,082,937 common OP units;
•1,283,819 preferred OP units (“Aspen preferred OP units”);
•331,941 Series A-1 preferred OP units;
•40,268 Series A-3 preferred OP units;
•1,473,153 Series A-4 preferred OP units;
•26,750 Series B-3 preferred OP units; and
•314,438 Series C preferred OP units.

As of December 31, 2018, we held:

•86,357,426 common OP units, or approximately 96.9 percent of the issued and outstanding common OP units;

•1,062,789 Series A-4 preferred OP units, or approximately 72.1 percent of the issued and outstanding Series A-4preferred OP units; and

•no Aspen preferred OP units, Series A-1 preferred OP units, Series A-3 preferred OP units, Series B-3 preferred OPunits, or Series C preferred OP units.

Ranking and Priority

The various classes and series of OP units issued by the Operating Partnership rank as follows with respect to rights to
the payment of distributions and the distribution of assets in the event of any voluntary or involuntary liquidation,
dissolution or winding up of the Operating Partnership:

•first, the Series A-4 preferred OP units, Aspen preferred OP units and Series A-1 preferred OP units, on parity witheach other;
•next, the Series C preferred OP units;
•next, the Series B-3 preferred OP units;
•next, the Series D preferred OP units;
•next, the Series A-3 preferred OP units; and
•finally, the common OP units.

Common OP Units

Subject to certain limitations, the holder of each common OP unit at its option may convert such common OP unit at
any time into one share of our common stock. Holders of common OP units are entitled to receive distributions from
the Operating Partnership as and when declared by the general partner, provided that all accrued distributions payable
on OP units ranking senior to the common OP units have been paid. The holders of common OP units generally
receive distributions on the same dates and in amounts equal to the distributions paid to holders of our common stock.

Aspen Preferred OP Units

Subject to certain limitations, at any time prior to January 1, 2024, the holder of each Aspen preferred OP unit at its
option may convert such Aspen preferred OP unit into: (a) if the average closing price of our common stock for the
preceding ten trading days is $68.00 per share or less, 0.397 common OP units, or (b) if the average closing price of
our common stock for the preceding ten trading days is greater than $68.00 per share, the number of common OP
units determined by dividing (i) the sum of (A) $27.00 plus (B) 25 percent of the amount by which the average closing
price of our common stock for the preceding ten trading days exceeds $68.00 per share, by (ii) the average closing
price of our common stock for the preceding ten trading days. The holders of Aspen preferred OP units are entitled to
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receive distributions not less than quarterly. Distributions on Aspen preferred OP units are generally paid on the same
dates as distributions are paid to holders of common OP units. Each Aspen preferred OP unit is entitled to receive
distributions in an amount equal to the product of (x) $27.00, multiplied by (y) an annual rate equal to the 10-year
U.S. Treasury bond yield plus 239 basis points; provided, however, that the aggregate distribution rate shall not be
less than 6.5 percent nor more than 9 percent. On January 2, 2024, we are required to redeem all Aspen preferred OP
units that have not been converted to common OP units. In addition, we are required to redeem the Aspen preferred
OP units of any holder thereof within five days after receipt of a written demand during the existence of certain
uncured Aspen preferred OP unit defaults, including our failure to pay distributions on the Aspen preferred OP units
when due and our failure to provide certain security for the payment of distributions on the Aspen preferred OP units.
We may also redeem Aspen preferred OP units from time to time if we and the holder thereof agree to do so.

2

Edgar Filing: SUN COMMUNITIES INC - Form 10-K

20



SUN COMMUNITIES, INC.

Series A-1 Preferred OP Units

Subject to certain limitations, the holder of each Series A-1 preferred OP unit at its option may exchange such Series
A-1 preferred OP unit at any time into approximately 2.4390 shares of our common stock (which exchange rate is
subject to adjustment upon stock splits, recapitalizations, and similar events). The holders of Series A-1 preferred OP
units are entitled to receive distributions not less than quarterly. Distributions on Series A-1 preferred OP units are
generally paid on the last day of each quarter. Each Series A-1 preferred OP unit is entitled to receive distributions in
an amount equal to the product of $100.00 multiplied by an annual rate equal to 6.0 percent. Series A-1 preferred OP
units do not have any voting or consent rights on any matter requiring the consent or approval of the Operating
Partnership’s limited partners.

Series A-3 Preferred OP Units

Subject to certain limitations, the holder of each Series A-3 preferred OP unit at its option may exchange such Series
A-3 preferred OP unit at any time into approximately 1.8605 shares of our common stock (which exchange rate is
subject to adjustment upon stock splits, recapitalizations, and similar events). The holders of Series A-3 preferred OP
units are entitled to receive distributions not less than quarterly. Each Series A-3 preferred OP unit is entitled to
receive distributions in an amount equal to the product of $100.00 multiplied by an annual rate equal to 4.5 percent.
Series A-3 preferred OP units do not have any voting or consent rights on any matter requiring the consent or approval
of the Operating Partnership’s limited partners.

Series A-4 Preferred OP Units

In connection with the issuance of our 6.5% Series A-4 Cumulative Convertible Preferred Stock (the “Series A-4
preferred stock”) in November 2014, the Operating Partnership created the Series A-4 preferred OP units as a new class
of OP units. Series A-4 preferred OP units have economic and other rights and preferences substantially similar to
those of the Series A-4 preferred stock, including rights to receive distributions at the same time and in the same
amounts as distributions paid on Series A-4 preferred stock. Each Series A-4 preferred OP unit is exchangeable into
approximately 0.4444 shares of common stock or common OP units (which exchange rate is subject to adjustment
upon stock splits, recapitalizations, and similar events). The Operating Partnership issued Series A-4 preferred OP
units to us in connection with our acquisition of a portfolio of MH communities from Green Courte Real Estate
Partners, LLC and certain of their affiliated entities (collectively, the “Green Courte parties” or the “Green Courte
entities”).

During the year ended December 31, 2018 and 2017, we repurchased zero and 438,448 Series A-4 preferred OP units,
respectively. At December 31, 2018, we held 1,062,789 Series A-4 preferred OP units. The rights of the Series A-4
preferred OP units held by us mirror the economic rights of the Series A-4 preferred OP units issued to the Green
Courte entities, but certain voting, consent, and other rights do not apply to the Series A-4 preferred OP units held by
us.

If certain change of control transactions occur or if our common stock ceases to be listed or quoted on an exchange or
quotation system, then at any time after November 26, 2019, we or the holders of shares of Series A-4 preferred stock
and Series A-4 preferred OP units may cause all or any of those shares or units to be redeemed for cash at a
redemption price equal to the sum of (i) the greater of (x) the amount that the redeemed shares of Series A-4 preferred
stock and Series A-4 preferred OP units would have received in such transaction if they had been converted into
shares of our common stock immediately prior to such transaction, or (y) $25.00 per share, plus (ii) any accrued and
unpaid distributions thereon to, but not including, the redemption date.

Series B-3 Preferred OP Units
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Series B-3 preferred OP units are not convertible. The holders of Series B-3 preferred OP units generally receive
distributions on the last day of each quarter. Each Series B-3 preferred OP unit is entitled to receive distributions in an
amount equal to the product of $100.00 multiplied by an annual rate equal to 8.0 percent.

Subject to certain limitations, (x) during the 90-day period beginning on each of the tenth through fifteenth
anniversaries of the issue date of the applicable Series B-3 preferred OP units, (y) at any time after the fifteenth
anniversary of the issue date of the applicable Series B-3 preferred OP units, or (z) after our receipt of notice of the
death of the electing holder of a Series B-3 preferred OP unit, each holder of Series B-3 preferred OP units may
require us to redeem such holder’s Series B-3 preferred OP units at the redemption price of $100.00 per unit. In
addition, at any time after the fifteenth anniversary of the issue date of the applicable Series B-3 preferred OP units we
may redeem, at our option, all of the Series B-3 preferred OP units of any holder thereof at the redemption price of
$100.00 per unit. Series B-3 preferred OP units do not have any voting or consent rights on any matter requiring the
consent or approval of the Operating Partnership’s limited partners.
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During the year ended December 31, 2018, we redeemed a total of 41,051 Series B-3 preferred OP units. In January
2019, we redeemed the remaining 26,750 Series B-3 preferred OP units.

Series C Preferred OP Units

Subject to certain limitations, the holder of each Series C preferred OP unit at its option may exchange such Series C
preferred OP unit at any time into 1.11 shares of our common stock (which exchange rate is subject to adjustment
upon stock splits, recapitalizations, and similar events). The holders of Series C preferred OP units are entitled to
receive distributions not less than quarterly. Each Series C preferred OP unit is entitled to receive distributions in an
amount equal to the product of $100.00 multiplied by an annual rate equal to (i) 4.5 percent until April 1, 2020, and
(ii) 5.0 percent after April 2, 2020. Series C preferred OP units do not have any voting or consent rights on any matter
requiring the consent or approval of the Operating Partnership’s limited partners.

Series D Preferred OP Units

On January 31, 2019, the Operating Partnership created a new class of OP units named Series D preferred OP units.
As of February 14, 2019, 488,958 Series D preferred units were outstanding.

Subject to certain limitations, each Series D preferred OP unit is exchangeable at any time after the first anniversary of
its issuance date into 0.8 shares of the Company’s common stock (as such ratio is subject to adjustment for certain
capital events). The Series D preferred OP units provide for quarterly distributions on the $100 per unit issue price of
3.75% per year until January 31, 2021, and 4.0% per year thereafter. Subject to certain limitations, the Series D
preferred OP unit holders may cause the Operating Partnership to redeem all or a portion of their Series D preferred
OP units for $100 per unit (plus any accrued but unpaid distributions) any time after the earlier of: (i) the fifth
anniversary of the issuance of the Series D preferred OP units, or (ii) the Operating Partnership’s notice of the death of
the principal of the initial holder of the Series D preferred OP units. The Series D preferred OP units have no voting
rights.

REAL PROPERTY OPERATIONS

Properties are designed and improved for several home options of various sizes and designs that consist of both MH
communities and RV communities.

An MH community is a residential subdivision designed and improved with sites for the placement of manufactured
homes, related improvements, and amenities. Manufactured homes are detached, single‑family homes which are
produced off‑site by manufacturers and installed on sites within the community. Manufactured homes are available in a
wide array of designs, providing owners with a level of customization generally unavailable in other forms of
multi-family housing developments.

Modern MH communities contain improvements similar to other garden‑style residential developments, including
centralized entrances, paved streets, curbs, gutters, and parkways. In addition, these communities also often provide a
number of amenities, such as a clubhouse, a swimming pool, shuffleboard courts, tennis courts, and laundry facilities.

An RV community is a resort or park designed and improved with sites for the placement of RVs for varied lengths of
time. Properties may also provide vacation rental homes. RV communities include a number of amenities such as
restaurants, golf courses, swimming pools, tennis courts, fitness centers, planned activities, and spacious social
facilities.
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The owner of each home on our Properties leases the site on which the home is located. We typically own the
underlying land, utility connections, streets, lighting, driveways, common area amenities, and other capital
improvements and are responsible for enforcement of community guidelines and maintenance. In six of our 371
communities, we do not own all of the underlying land and operate the communities pursuant to ground leases.
Certain of the Properties provide water and sewer service through public or private utilities, while others provide these
services to residents from on-site facilities. Each owner of a home within our Properties is responsible for the
maintenance of the home and leased site. As a result, our capital expenditure needs tend to be less significant relative
to multi-family rental apartment complexes.
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PROPERTY MANAGEMENT

Our property management strategy emphasizes intensive, hands-on management by dedicated, on-site district and
community managers. We believe that this on-site focus enables us to continually monitor and address resident
concerns, the performance of competitive properties, and local market conditions. As of December 31, 2018, we
employed 2,784 full and part time employees, of which 2,393 were located on-site as property managers, support
staff, or maintenance personnel.

Our community managers are overseen by John B. McLaren, our President and Chief Operating Officer, who has been
in the MH industry since 1995, three Senior Vice Presidents of Operations and Sales, nine Divisional Vice Presidents
and thirty seven Regional Vice Presidents. Each Regional Vice President is responsible for semi-annual market
surveys of competitive communities, interaction with local manufactured home dealers, regular property inspections,
and oversight of property operations and sales functions for six to fourteen properties.

Each district or community manager performs regular inspections in order to continually monitor the Property’s
physical condition and to effectively address tenant concerns. In addition to a district or community manager, each
district or property has on-site maintenance personnel and management support staff. We hold mandatory training
sessions for all new property management personnel to ensure that management policies and procedures are executed
effectively and professionally. All of our property management personnel participate in on-going training to ensure
that changes to management policies and procedures are implemented consistently. We offer approximately 350
trainings including books, online courses, webinars, and live sessions for our team members through our Sun
University, which has led to increased knowledge and accountability for daily operations and policies and procedures.

HOME SALES AND RENTALS

SHS is engaged in the marketing, selling and leasing of new and pre-owned homes to current and future residents in
our communities. Because tenants often purchase a home already on-site within a community, such services enhance
occupancy and property performance. Additionally, because many of the homes on the Properties are sold through
SHS, better control of home quality in our communities can be maintained than if sales services were conducted solely
through third-party brokers.

SHS also leases homes to prospective tenants. At December 31, 2018, SHS had 10,994 occupied leased homes in its
portfolio. New and pre-owned homes are purchased for the Rental Program. Leases associated with the Rental
Program generally have a term of one year. The Rental Program requires intensive management of costs associated
with repair and refurbishment of these homes as the tenants vacate and the homes are re-leased, similar to apartment
rentals. We received approximately 48,000 applications during 2018 to live in our Properties, providing a significant
“resident boarding” system that allows us to market the purchase of a home to the qualified applicants. Through the
Rental Program we are able to demonstrate our product and lifestyle to the renters, while monitoring their payment
history and converting qualified renters to owners.

REGULATIONS AND INSURANCE

General

MH and RV community properties are subject to various laws, ordinances and regulations, including regulations
relating to recreational facilities such as swimming pools, clubhouses, and other common areas. We believe that each
Property has the necessary operating permits and approvals.

Insurance
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Our management believes that the Properties are covered by adequate fire, property, business interruption, general
liability, and (where appropriate) flood and earthquake insurance provided by reputable companies with commercially
reasonable deductibles and limits. We maintain a blanket policy that covers all of our Properties. We have obtained
title insurance insuring fee title to the Properties in an aggregate amount which we believe to be adequate. Claims
made to our insurance carriers that are determined to be recoverable are classified in other receivables as incurred.
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SITE LEASES OR USAGE RIGHTS

Typical tenant leases for MH sites are month-to-month or year-to-year, renewable upon the consent of both parties, or,
in some instances, as provided by statute. Certain of our leases, mainly at our Florida and California properties, are
tied to the consumer price index or other indices as they relate to rent increases. Generally, market rate adjustments
are made on an annual basis. These leases are cancelable for non-payment of rent, violation of community rules and
regulations or other specified defaults.

During the five calendar years ended December 31, 2018, on average 2.2 percent of the homes in our communities
have been removed by their owners and 6.2 percent of the homes have been sold by their owners to a new owner who
then assumes rental obligations as a community resident. The average cost to move a home ranges from $4,000 to
$10,000.  On average, our residents remain in our communities for approximately 12 years, while homes, which give
rise to the rental stream, remain for over 45 years.

Please see the Risk Factors in Item 1A, and our accompanying Consolidated Financial Statements and related notes
thereto beginning on page F-1 of this Annual Report on Form 10-K for more detailed information.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains various “forward-looking statements” within the meaning of the Securities
Act of 1933, as amended (the “Securities Act”), and the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), and we intend that such forward-looking statements will be subject to the safe harbors created thereby. For this
purpose, any statements contained in this filing that relate to expectations, beliefs, projections, future plans and
strategies, trends or prospective events or developments and similar expressions concerning matters that are not
historical facts are deemed to be forward-looking statements. Words such as “forecasts,” “intends,” “intend,” “intended,” “goal,”
“estimate,” “estimates,” “expects,” “expect,” “expected,” “project,” “projected,” “projections,” “plans,” “predicts,” “potential,” “seeks,”
“anticipates,” “anticipated,” “should,” “could,” “may,” “will,” “designed to,” “foreseeable future,” “believe,” “believes,” “scheduled,”
“guidance” and similar expressions are intended to identify forward-looking statements, although not all
forward-looking statements contain these words. These forward-looking statements reflect our current views with
respect to future events and financial performance, but involve known and unknown risks and uncertainties, both
general and specific to the matters discussed in this filing. These risks and uncertainties may cause our actual results
to be materially different from any future results expressed or implied by such forward-looking statements. In addition
to the risks disclosed under “Risk Factors” contained in this Annual Report on Form 10-K and our other filings with the
SEC, such risks and uncertainties include but are not limited to:

•changes in general economic conditions, the real estate industry, and the markets in which we operate;

•difficulties in our ability to evaluate, finance, complete and integrate acquisitions, developments and expansionssuccessfully;
•our liquidity and refinancing demands;
•our ability to obtain or refinance maturing debt;
•our ability to maintain compliance with covenants contained in our debt facilities;
•availability of capital;

•changes in foreign currency exchange rates, including between the U.S. dollar and each of the Canadian dollar and theAustralian dollar;
•our ability to maintain rental rates and occupancy levels;
•our failure to maintain effective internal control over financial reporting and disclosure controls and procedures;
•increases in interest rates and operating costs, including insurance premiums and real property taxes;
•risks related to natural disasters such as hurricanes, earthquakes, floods and wildfires;
•general volatility of the capital markets and the market price of shares of our capital stock;
•our failure to maintain our status as a REIT;
•changes in real estate and zoning laws and regulations;
•legislative or regulatory changes, including changes to laws governing the taxation of REITs;
•litigation, judgments or settlements;
•competitive market forces;
•the ability of manufactured home buyers to obtain financing; and
•the level of repossessions by manufactured home lenders.

Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the
date the statement was made. We undertake no obligation to publicly update or revise any forward-looking statements
included or incorporated by reference into this filing, whether as a result of new information, future events, and
changes in our expectations or otherwise, except as required by law.
Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot
guarantee future results, levels of activity, performance or achievements. All written and oral forward-looking
statements attributable to us or persons acting on our behalf are qualified in their entirety by these cautionary
statements.
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ITEM 1A. RISK FACTORS
Our prospects are subject to certain uncertainties and risks. Our future results could differ materially from current
results, and our actual results could differ materially from those projected in forward-looking statements as a result of
certain risk factors. These risk factors include, but are not limited to, those set forth below, other one-time events, and
important factors disclosed previously and from time to time in our other filings with the SEC.
REAL ESTATE AND OPERATIONS RISKS

General economic conditions and the concentration of our properties in Florida, Michigan, Texas, and California
may affect our ability to generate sufficient revenue.

The market and economic conditions in our current markets generally, and specifically in metropolitan areas of our
current markets, may significantly affect manufactured home occupancy or rental rates. Occupancy and rental rates, in
turn, may significantly affect our revenues, and if our communities do not generate revenues sufficient to meet our
operating expenses, including debt service and capital expenditures, our cash flow and ability to pay or refinance our
debt obligations could be adversely affected. We derive significant amounts of our rental income from properties
located in Florida, Michigan, Texas, and California.

As of December 31, 2018, 124 properties, representing approximately 34.1 percent of developed sites, are located in
Florida; 70 properties, representing approximately 21.1 percent of developed sites, are located in Michigan; 23
properties, representing approximately 6.8 percent of developed sites, are located in Texas; and 30 properties,
representing approximately 6.0 percent of developed sites, are located in California. As a result of the geographic
concentration of our Properties in Florida, Michigan, Texas, and California, we are exposed to the risks of downturns
in local economies or other local real estate market conditions which could adversely affect occupancy rates, rental
rates, and property values in these markets.

Our revenue would also be adversely affected if tenants were unable to pay rent or if sites were unable to be rented on
favorable terms. If we were unable to promptly relet or renew the leases for a significant number of the sites, or if the
rental rates upon such renewal or reletting were significantly lower than expected rates, then our business and results
of operations could be adversely affected. In addition, certain expenditures associated with each Property (such as real
estate taxes and maintenance costs) generally are not reduced when circumstances cause a reduction in income from
the Property. Furthermore, real estate investments are relatively illiquid and, therefore, will tend to limit our ability to
vary our portfolio promptly in response to changes in economic or other conditions.

The following factors, among others, may adversely affect the revenues generated by our communities:

•the national and local economic climate which may be adversely impacted by, among other factors, plant closings,and industry slowdowns;

•local real estate market conditions such as the oversupply of MH and RV sites or a reduction in demand for MH andRV sites in an area;

•changes in foreign currency exchange rates, including between the U.S. dollar and each of the Canadian dollar andAustralian dollar;

•the number of repossessed homes in a particular market;

•the lack of an established dealer network;

•
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the rental market which may limit the extent to which rents may be increased to meet increased expenses without
decreasing occupancy rates;

•the perceptions by prospective tenants of the safety, convenience and attractiveness of our Properties and theneighborhoods where they are located;

•zoning or other regulatory restrictions;
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•competition from other available MH and RV communities and alternative forms of housing (such as apartmentbuildings and site-built single-family homes);

•our ability to effectively manage, maintain and insure the Properties;

•increased operating costs, including insurance premiums, real estate taxes, and utilities; and

•the enactment of rent control laws or laws taxing the owners of manufactured homes.

Competition affects occupancy levels and rents which could adversely affect our revenues.

Our Properties are located in developed areas that include other MH and RV community properties. The number of
competitive MH and RV community properties in a particular area could have a material adverse effect on our ability
to lease sites and increase rents charged at our Properties or at any newly acquired properties. We may be competing
with others with greater resources and whose officers and directors have more experience than our officers and
directors. In addition, other forms of multi‑family residential properties, such as private and federally funded or
assisted multi-family housing projects and single‑family housing, provide housing alternatives to potential tenants of
MH and RV communities.

Our ability to sell or lease manufactured homes may be affected by various factors, which may in turn adversely
affect our profitability.

SHS operates in the manufactured home market offering manufactured home sales and leasing services to tenants and
prospective tenants of our communities. The market for the sale and lease of manufactured homes may be adversely
affected by the following factors:

•downturns in economic conditions which adversely impact the housing market;

•an oversupply of, or a reduced demand for, manufactured homes;

•the difficulty facing potential purchasers in obtaining affordable financing as a result of heightened lending criteria;and

•an increase or decrease in the rate of manufactured home repossessions which provide aggressively pricedcompetition to new manufactured home sales.

Any of the above listed factors could adversely impact our rate of manufactured home sales and leases, which would
result in a decrease in profitability.

The cyclical and seasonal nature of the MH and the RV industries may lead to fluctuations in our operating
results.
The MH and RV markets can experience cycles of growth and downturn due to seasonality patterns. In the MH
market, certain properties maintain higher occupancy during the summer months, while certain other properties
maintain higher occupancy during the winter months. The RV market typically shows a decline in demand over the
winter months, yet usually produces higher growth in the spring and summer months due to higher use by vacationers.
Our results on a quarterly basis can fluctuate due to this cyclicality and seasonality.

We may not be able to integrate or finance our acquisitions and our acquisitions may not perform as expected.
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We have acquired and intend to continue to selectively acquire MH and RV properties. Our acquisition activities and
their success are subject to the following risks:

•we may be unable to acquire a desired property because of competition from other well-capitalized real estateinvestors, including both publicly traded REITs and institutional investment funds;

•even if we enter into an acquisition agreement for a property, it is usually subject to customary conditions to closing,including completion of due diligence investigations to our satisfaction, which may not be satisfied;

•even if we are able to acquire a desired property, competition from other real estate investors may significantlyincrease the purchase price;
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•we may be unable to finance acquisitions on favorable terms;

•acquired properties may fail to perform as expected;

•
acquired properties may be located in new markets where we face risks associated with a lack of market knowledge or
understanding of the local economy, lack of business relationships in the area, and unfamiliarity with local
governmental and permitting procedures; and

•we may be unable to quickly and efficiently integrate new acquisitions
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