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Washington, D.C. 20549
FORM 10-K

[ X ]
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE ACT
OF 1934
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[     ]
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ACT OF 1934
For the transition period ____________________ to ____________________

Commission File Number 001-12690
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Maryland 22-1890929
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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:

Securities registered pursuant to Section 12(g) of the Act:
Common Stock $.10 par value-New York Stock Exchange

8.25% Series A Cumulative Redeemable Preferred Stock $.10 par value per share, $25 liquidation value per share � New York Stock Exchange
8.0% Series B Cumulative Redeemable Preferred Stock $.10 par value per share, $25 liquidation value per share � New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. ___ Yes    X  No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. ___ Yes    X   No

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.   X   Yes  ___ No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).   X   Yes  ___ No
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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  .

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
�accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act (Check one):

Large accelerated filer ___ Accelerated filer   X  
Non-accelerated filer ___ Smaller reporting company ___

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). ___ Yes    X   No

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 June 30, 2015 was $255,062,199. 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 June 30, 2015 was $230,997,644.

The number of shares outstanding of issuer's common stock as of February 29, 2016 was 27,111,604 shares.

Documents Incorporated by Reference:
-Part III incorporates certain information by reference from the Registrant�s proxy statement for the 2016 annual meeting of stockholders, which
will be filed no later than 120 days after the close of the Registrant�s fiscal year ended December 31, 2015.
-Exhibits incorporated by reference are listed in Part IV; Item 15 (a) (3).
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PART I

Item 1 � Business

General Development of Business

In this Form 10-K, �we�, �us�, �our�, or �the Company�, refers to UMH Properties, Inc., together with its predecessors and subsidiaries, unless the
context requires otherwise.

UMH Properties, Inc. operates as a qualified real estate investment trust (�REIT�) under Sections 856-860 of the Internal Revenue Code (the
�Code�). The Company had elected REIT status effective January 1, 1992 and intends to maintain its qualification as a REIT in the future. As a
qualified REIT, with limited exceptions, the Company will not be taxed under Federal and certain state income tax laws at the corporate level on
taxable income that it distributes to its shareholders. For special tax provisions applicable to REITs, refer to Sections 856-860 of the Code.

The Company was incorporated in the state of New Jersey in 1968. On September 29, 2003, the Company changed its state of incorporation
from New Jersey to Maryland by merging with and into a Maryland corporation, with the approval of the Company�s shareholders at the
Company�s annual meeting on August 14, 2003.

Narrative Description of Business

The Company derives its income primarily from real estate rental operations. Its primary business is the ownership and operation of
manufactured home communities � leasing manufactured home sites to private manufactured home owners. The Company also leases homes to
residents, and through its wholly-owned taxable REIT subsidiary, UMH Sales and Finance, Inc. (�S&F�), conducts manufactured home sales in its
communities.

As of December 31, 2015, the Company owns and operates ninety-eight manufactured home communities containing approximately 17,800
developed sites. The communities are located in New Jersey, New York, Ohio, Pennsylvania, Tennessee, Indiana and Michigan.

A manufactured home community is designed to accommodate detached, single-family manufactured homes. These manufactured homes are
produced off-site by manufacturers and installed on sites within the community. These homes may be improved with the addition of features
constructed on site, including garages, screened rooms and carports. Manufactured homes are available in a variety of designs and floor plans,
offering many amenities and custom options. Each owner of a manufactured home leases the site on which the home is located from the
Company.

Manufactured homes are accepted by the public as a viable and economically attractive alternative to common stick-built single-family housing.
The affordability of the modern manufactured home makes it a very attractive housing alternative.

Modern residential land lease communities are similar to typical residential subdivisions containing central entrances, paved well-lit streets,
curbs and gutters. Generally, modern manufactured home communities contain buildings for recreation, green areas, and other common area
facilities, all of which, 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 in some manufactured home communities, while other communities supply these facilities on site.

Typically, our leases are on an annual or month-to-month basis, renewable upon the consent of both parties. The community manager interviews
prospective residents, collects rent and finance payments, ensures compliance with community regulations, maintains public areas and
community facilities and is responsible for the overall appearance of the community. Manufactured home communities produce predictable
income streams and provide protection from inflation due to the ability to annually increase rents. Manufactured home communities may also
appreciate over time.

Inherent in the operation of a manufactured home community is the development, redevelopment, and expansion of our communities. The
Company sells and finances the sale of manufactured homes in our communities through S&F. S&F was established to potentially enhance the
value of our communities. The home sales business is operated like other homebuilders with sales centers, model homes, an inventory of
completed homes and the ability to supply custom designed homes based upon the requirements of the new homeowners. Many of our
communities compete with other manufactured home community properties located in the same or nearby markets that are owned and operated
by other companies in our business. We generally monitor the rental rates and other terms being offered by our competitors and consider this
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The Company also owns a portfolio of investment securities, which the Company generally limits to no more than approximately 15% of its
undepreciated assets.

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, but the Company has concentrated on the Northeast.

The Company may finance communities with 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. The Company 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. No shares were repurchased or
reacquired during 2015 and, as of December 31, 2015, the Company does not own any of its own shares.

The Company also invests in 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. As of December 31, 2015, the Company had borrowings of $15,766,573 under its
margin line at 2.0% interest. The REIT securities portfolio, to the extent not pledged to secure borrowings, provides the Company with
additional liquidity and additional income. Such securities are subject to risk arising from adverse changes in market rates and prices, primarily
interest rate risk and market price risk relating to equity securities. From time to time, the Company may use derivative instruments to mitigate
interest rate risk; however, this has not occurred during any periods presented. At December 31, 2015 and 2014, the Company had $75,011,260
and $63,555,961, respectively, of securities available for sale. Included in these securities are Preferred Stock of $14,219,712 and $19,045,983 at
December 31, 2015 and 2014, respectively. The realized net gain on securities available for sale at December 31, 2015 and 2014 amounted to
$204,230 and $1,542,589, respectively. The unrealized net gain (loss) on securities available for sale at December 31, 2015 and 2014 amounted
to $(2,055,027) and $5,079,921, respectively.

Property Maintenance and Improvement Policies

It is the policy of the Company to properly maintain, modernize, expand and make improvements to its properties when required. The Company
anticipates that renovation expenditures with respect to its present properties during 2016 will be approximately $12 million. 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.

Number of Employees

As of February 29, 2016, the Company had approximately 295 employees, including Officers. During the year, the Company hires
approximately 50 part-time and full-time temporary employees as grounds keepers, lifeguards, and for emergency repairs.

Financial Information

Management views the Company as a single segment based on its method of internal reporting in addition to its allocation of capital and
resources. For required financial information related to our operations and assets, please refer to our consolidated financial statements, including
the notes thereto, included in Item 8 �Financial Statements and Supplementary Data� in this Annual Report.
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Available Information

Additional information about the Company can be found on the Company�s website which is located atwww.umh.reit. Information contained on
or hyperlinked from our website is not incorporated by reference into and should not be considered part of this Annual Report on Form 10-K or
our other filings with the Securities and Exchange Commission (�SEC�). The Company makes available, free of charge, on or through its website,
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 Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, as soon as reasonably practicable after we electronically
file such material with, or furnish it to, the SEC. You can also read and copy any materials the Company files with the SEC at its Public
Reference Room at 100 F Street, NE, Washington, DC 20549 (1-800-SEC-0330). The SEC maintains an Internet site (http://www.sec.gov) that
contains reports, proxy and information statements, and other information regarding issuers that file electronically with the SEC.

Item 1A � Risk Factors

The following risk factors address the material risks concerning our business. If any of the risks discussed in this report were to occur, our
business, prospects, financial condition, results of operation and our ability to service our debt and make distributions to our shareholders could
be materially and adversely affected and the market price per share of our stock could decline significantly. Some statements in this report,
including statements in the following risk factors, constitute forward-looking statements. Please refer to the section entitled �Cautionary
Statement Regarding Forward-Looking Statements.�

Risks Related to Global Financial Conditions

Disruptions in financial markets could affect our ability to obtain financing on reasonable terms and have other adverse effects on us and
the market price of our securities. Since 2008, the United States stock and credit markets have experienced significant price volatility,
dislocations and liquidity disruptions, which have caused market prices of many stocks and debt securities to fluctuate substantially and the
spreads on prospective debt financings to widen considerably. These circumstances have materially impacted liquidity in the financial markets,
making terms for certain financings less attractive, and in certain cases have resulted in the unavailability of certain types of financing. War in
certain Middle Eastern countries, the slowing of the Chinese economy and the recent decline in petroleum prices, among other factors, have
added to the uncertainty in the capital markets. Uncertainty in the stock and credit markets may negatively impact our ability to access additional
financing at reasonable terms, which may negatively affect our ability to acquire properties and otherwise pursue our investment strategy. A
prolonged downturn in the stock or credit markets may cause us to seek alternative sources of potentially less attractive financing, and may
require us to adjust our investment strategy accordingly. These types of events in the stock and credit markets may make it more difficult or
costly for us to raise capital through the issuance of the common stock, preferred stock or debt securities. The potential disruptions in the
financial markets may have a material adverse effect on the market value of our securities, and the return we receive on our properties and
investments, as well as other unknown adverse effects on us or the economy in general.

Real Estate Industry Risks

General economic conditions and the concentration of our properties in New Jersey, New York, Ohio, Pennsylvania, Tennessee, Indiana and
Michigan may affect our ability to generate sufficient revenue. The market and economic conditions in 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. As a result of the geographic concentration of our properties in
New Jersey, New York, Ohio, Pennsylvania, Tennessee, Indiana and Michigan, we are exposed to the risks of downturns in the local economy
or other local real estate market conditions which could adversely affect occupancy rates, rental rates, and property values in these markets.
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Other factors that may affect general economic conditions or local real estate conditions include:

●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 manufactured home sites or a reduction in demand for
manufactured home sites in an area;

●the number of repossessed homes in a particular market;

●the lack of an established dealer network;

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

●the safety, convenience and attractiveness of our properties and the neighborhoods where they are located;

●zoning or other regulatory restrictions;

●competition from other available manufactured home communities and alternative forms of housing (such as apartment buildings and
single-family homes);

●our ability to provide adequate management, maintenance and insurance;

●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.
Our income 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 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.

We may be unable to compete with our larger competitors and other alternatives available to tenants or potential tenants of our properties,
which may in turn adversely affect our profitability. The real estate business is highly competitive. We compete for manufactured home
community investments with numerous other real estate entities, such as individuals, corporations, REITs and other enterprises engaged in real
estate activities. In many cases, the competing concerns may be larger and better financed than we are, making it difficult for us to secure new
manufactured home community investments. Competition among private and institutional purchasers of manufactured home community
investments has resulted in increases in the purchase price paid for manufactured home communities and consequent higher fixed costs. To the
extent we are unable to effectively compete in the marketplace, our business may be adversely affected.

Our ability to sell manufactured homes may be affected by various factors, which may in turn adversely affect our profitability. S&F operates
in the manufactured home market offering homes for sale to tenants and prospective tenants of our communities. The market for the sale 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

●
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Costs associated with taxes and regulatory compliance may reduce our revenue. We are subject to significant regulation that inhibits our
activities and may increase our costs. Local zoning and use laws, environmental statutes and other governmental requirements may restrict
expansion, rehabilitation and reconstruction activities. These regulations may prevent us from taking advantage of economic opportunities.
Legislation such as the Americans with Disabilities Act may require us to modify our properties at a substantial cost and noncompliance could
result in the imposition of fines or an award of damages to private litigants. Future legislation may impose additional requirements. We cannot
predict what requirements may be enacted or amended or what costs we will incur to comply with such requirements. Costs resulting from
changes in real estate laws, income taxes, service or other taxes may adversely affect our funds from operations and our ability to pay or
refinance our debt. Similarly, changes in laws increasing the potential liability for environmental conditions existing on properties or increasing
the restrictions on discharges or other conditions may result in significant unanticipated expenditures, which would adversely affect our business
and results of operations.

Licensing laws and compliance could affect our profitability. We are subject to the Secure and Fair Enforcement for Mortgage Licensing Act
of 2008 (�SAFE Act�), which requires that we obtain appropriate licenses pursuant to the Nationwide Mortgage Licensing System & Registry in
each state where we conduct business. There are extensive federal and state requirements mandated by the SAFE Act and other laws pertaining
to financing, including the Dodd-Frank Wall Street Reform and Consumer Protection Act (�Dodd-Frank Act�), and there can be no assurance that
we will obtain or renew our SAFE Act licenses, which could result in fees and penalties and have an adverse impact on our ability to continue
with our home financing activities.

Rent control legislation may harm our ability to increase rents. State and local rent control laws in certain jurisdictions may limit our ability to
increase rents and to recover increases in operating expenses and the costs of capital improvements. Currently, rent control affects only two of
our manufactured home communities, both of which are in New Jersey, and has resulted in slower growth of earnings from these properties.
However, we may purchase additional properties in markets that are either subject to rent control or in which rent-limiting legislation exists or
may be enacted.

Our investments are concentrated in the manufactured housing/residential sector and our business would be adversely affected by an
economic downturn in that sector. Our investments in real estate assets are primarily concentrated in the manufactured housing/residential
sector. This concentration may expose us to the risk of economic downturns in this sector to a greater extent than if our business activities
included a more significant portion of other sectors of the real estate industry.

Environmental liabilities could affect our profitability. Under various federal, state and local laws, ordinances and regulations, an owner or
operator of real estate is liable for the costs of removal or remediation of certain hazardous substances at, on, under or in such property, as well
as certain other potential costs relating to hazardous or toxic substances. Such laws often impose such liability without regard to whether the
owner knew of, or was responsible for, the presence of such hazardous substances. A conveyance of the property, therefore, does not relieve the
owner or operator from liability. As a current or former owner and operator of real estate, we may be required by law to investigate and clean up
hazardous substances released at or from the properties we currently own or operate or have in the past owned or operated. We may also be
liable to the government or to third parties for property damage, investigation costs and cleanup costs. In addition, some environmental laws
create a lien on the contaminated site in favor of the government for damages and costs the government incurs in connection with the
contamination. Contamination may adversely affect our ability to sell or lease real estate or to borrow using the real estate as collateral. Persons
who arrange for the disposal or treatment of hazardous substances also may be liable for the costs of removal or remediation of such substances
at a disposal or treatment facility owned or operated by another person. In addition, certain environmental laws impose liability for the
management and disposal of asbestos-containing materials and for the release of such materials into the air. These laws may provide for third
parties to seek recovery from owners or operators of real properties for personal injury associated with asbestos-containing materials. In
connection with the ownership, operation, management, and development of real properties, we may be considered an owner or operator of such
properties and, therefore, are potentially liable for removal or remediation costs, and also may be liable for governmental fines and injuries to
persons and property. When we arrange for the treatment or disposal of hazardous substances at landfills or other facilities owned by other
persons, we may be liable for the removal or remediation costs at such facilities. We are not aware of any environmental liabilities relating to our
investment properties which would have a material adverse effect on our business, assets, or results of operations. However, we cannot assure
you that environmental liabilities will not arise in the future and that such liabilities will not have a material adverse effect on our business,
assets or results of operation.
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Of the ninety-eight manufactured home communities we currently operate, thirty-nine have their own wastewater treatment facility or water
distribution system, or both. At these locations, we are subject to compliance with monthly, quarterly and yearly testing for contaminants as
outlined by the individual state�s Department of Environmental Protection Agencies. Currently, we are not subject to radon or asbestos
monitoring requirements.

Additionally, in connection with the management of the properties or upon acquisition or financing of a property, the Company authorizes the
preparation of Phase I or similar environmental reports (which involves general inspections without soil sampling or ground water analysis)
completed by independent environmental consultants. Based upon such environmental reports and the Company�s ongoing review of its
properties, as of the date of this Annual Report, the Company is not aware of any environmental condition with respect to any of its properties
which it believes would be reasonably likely to have a material adverse effect on its financial condition and/or results of operations. However,
these reports cannot reflect conditions arising after the studies were completed, and no assurances can be given that existing environmental
studies reveal all environmental liabilities, that any prior owner or operator of a property or neighboring owner or operator did not create any
material environmental condition not known to us, or that a material environmental condition does not otherwise exist as to any one or more
properties.

Actions by our competitors may decrease or prevent increases in the occupancy and rental rates of our properties which could adversely
affect our business. We compete with other owners and operators of manufactured home community properties, some of which own properties
similar to ours in the same submarkets in which our properties are located. The number of competitive manufactured home 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. 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 manufactured home communities.
If our competitors offer housing at rental rates below current market rates or below the rental rates we currently charge our tenants, we may lose
potential tenants, and we may be pressured to reduce our rental rates below those we currently charge in order to retain tenants when our tenants�
leases expire. As a result, our financial condition, cash flow, cash available for distribution, and ability to satisfy our debt service obligations
could be materially adversely affected.

Losses in excess of our insurance coverage or uninsured losses could adversely affect our cash flow. We generally maintain insurance
policies related to our business, including casualty, general liability and other policies covering business operations, employees and assets.
However, we may be required to bear all losses that are not adequately covered by insurance. In addition, there are certain losses that are not
generally insured because it is not economically feasible to insure against them, including losses due to riots or acts of war. If an uninsured loss
or a loss in excess of insured limits occurs with respect to one or more of our properties, then we could lose the capital we invested in the
properties, as well as the anticipated profits and cash flow from the properties and, in the case of debt which is with recourse to us, we would
remain obligated for any mortgage debt or other financial obligations related to the properties. Although we believe that our insurance programs
are adequate, no assurance can be given that we will not incur losses in excess of its insurance coverage, or that we will be able to obtain
insurance in the future at acceptable levels and reasonable cost.
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We may not be able to integrate or finance our acquisitions and our acquisitions may not perform as expected. We acquire and intend to
continue to acquire manufactured home communities on a select basis. 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 estate investors, 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 significantly increase the purchase price;

●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, particularly acquisitions of portfolios of properties, into our existing
operations.

If any of the above were to occur, our business and results of operations could be adversely affected.

In addition, we may acquire properties subject to liabilities and without any recourse, or with only limited recourse, with respect to unknown
liabilities. As a result, if a liability were to be asserted against us based upon ownership of those properties, we might have to pay substantial
sums to settle it, which could adversely affect our cash flow.

We may be unable to sell properties when appropriate because real estate investments are illiquid. Real estate investments generally cannot be
sold quickly and, therefore, will tend to limit our ability to vary our property portfolio promptly in response to changes in economic or other
conditions. In addition, the Code limits our ability to sell our properties. The inability to respond promptly to changes in the performance of our
property portfolio could adversely affect our financial condition and ability to service our debt and make distributions to our stockholders.

Financing Risks

We face risks generally associated with our debt. We finance a portion of our investments in properties and marketable securities through debt.
We are subject to the risks normally associated with debt financing, including the risk that our cash flow will be insufficient to meet required
payments of principal and interest. In addition, debt creates other risks, including:

●rising interest rates on our variable rate debt;

●failure to repay or refinance existing debt as it matures, which may result in forced disposition of assets on
disadvantageous terms;

●refinancing terms less favorable than the terms of existing debt; and

●failure to meet required payments of principal and/or interest.

We mortgage our properties, which subjects us to the risk of foreclosure in the event of non-payment. We mortgage many of our properties to
secure payment of indebtedness. If we are unable to meet mortgage payments, then the property could be foreclosed upon or transferred to the
mortgagee with a consequent loss of income and asset value. A foreclosure of one or more of our properties could adversely affect our financial
condition, results of operations, cash flow, ability to service debt and make distributions and the market price of our preferred and common stock
and any other securities we issue.
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We face risks related to �balloon payments� and refinancings. Certain of our mortgages will have significant outstanding principal balances
on their maturity dates, commonly known as �balloon payments.� There can be no assurance that we will be able to refinance the debt on favorable
terms or at all. To the extent we cannot refinance debt on favorable terms or at all, we may be forced to dispose of properties on disadvantageous
terms or pay higher interest rates, either of which would have an adverse impact on our financial performance and ability to service debt and
make distributions.

We face risks associated with our dependence on external sources of capital. In order to qualify as a REIT, we are required each year to
distribute to our stockholders at least 90% of our REIT taxable income, and we are subject to tax on our income to the extent it is not distributed.
Because of this distribution requirement, we may not be able to fund all future capital needs from cash retained from operations. As a result, to
fund capital needs, we rely on third-party sources of capital, which we may not be able to obtain on favorable terms, if at all. Our access to
third-party sources of capital depends upon a number of factors, including (i) general market conditions; (ii) the market�s perception of our
growth potential; (iii) our current and potential future earnings and cash distributions; and (iv) the market price of our preferred and common
stock. Additional debt financing may substantially increase our debt-to-total capitalization ratio. Additional equity issuance may dilute the
holdings of our current stockholders.

We may become more highly leveraged, resulting in increased risk of default on our obligations and an increase in debt service requirements
which could adversely affect our financial condition and results of operations and our ability to pay distributions. We have incurred, and may
continue to incur, indebtedness in furtherance of our activities. Our governing documents do not limit the amount of indebtedness we may incur.
Accordingly, our Board of Directors may vote to incur additional debt and would do so, for example, if it were necessary to maintain our status
as a REIT. We could therefore become more highly leveraged, resulting in an increased risk of default on our obligations and in an increase in
debt service requirements, which could adversely affect our financial condition and results of operations and our ability to pay distributions to
stockholders.

Covenants in our credit agreements could limit our flexibility and adversely affect our financial condition. The terms of our various credit
agreements and other indebtedness require us to comply with a number of customary financial and other covenants, such as maintaining debt
service coverage and leverage ratios and maintaining insurance coverage. These covenants may limit our flexibility in our operations, and
breaches of these covenants could result in defaults under the instruments governing the applicable indebtedness even if we had satisfied our
payment obligations. If we were to default under our credit agreements, our financial condition would be adversely affected.

A change in the United States government policy with regard to Fannie Mae and Freddie Mac could impact our financial condition. Fannie
Mae and Freddie Mac are a major source of financing for the manufactured housing real estate sector. We depend frequently on Fannie Mae and
Freddie Mac to finance growth by purchasing or guarantying manufactured housing community loans. In February 2011, the Obama
Administration released a report to Congress which included options, among others, to gradually shrink and eventually shut down Fannie Mae
and Freddie Mac. We do not know when or if Fannie Mae or Freddie Mac will restrict their support of lending to our real estate sector or to us in
particular. A final decision by the government to eliminate Fannie Mae or Freddie Mac, or reduce their acquisitions or guarantees of our
mortgage loans, may adversely affect interest rates, capital availability and our ability to refinance our existing mortgage obligations as they
come due and obtain additional long-term financing for the acquisition of additional communities on favorable terms or at all.

We face risks associated with the financing of home sales to customers in our manufactured home communities. To produce new rental
revenue and to upgrade our communities, we sell homes to customers in our communities at competitive prices and finance these home sales
through S&F. We allow banks and outside finance companies the first opportunity to finance these sales. We are subject to the following risks in
financing these homes:

●the borrowers may default on these loans and not be able to make debt service payments or pay principal when due;

●the default rates may be higher than we anticipate;

●demand for consumer financing may not be as great as we anticipate or may decline;

●the value of property securing the installment notes receivable may be less than the amounts owed; and

●interest rates payable on the installment notes receivable may be lower than our cost of funds.
-10-
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Additionally, there are many regulations pertaining to our home sales and financing activities. There are significant consumer protection laws
and the regulatory framework may change in a manner which may adversely affect our operating results. The regulatory environment and
associated consumer finance laws create a risk of greater liability from our home sales and financing activities and could subject us to additional
litigation. We are also dependent on licenses granted by state and other regulatory authorities, which may be withdrawn or which may not be
renewed and which could have an adverse impact on our ability to continue with our home sales and financing activities.

Risks Related to our Status as a REIT

If our leases are not respected as true leases for federal income tax purposes, we would fail to qualify as a REIT. To qualify as a REIT, we
must, among other things, satisfy two gross income tests, under which specified percentages of our gross income must be passive income, such
as rent. For the rent paid pursuant to our leases, to qualify for purposes of the gross income tests, the leases must be respected as true leases for
federal income tax purposes and not be treated as service contracts, joint ventures or some other type of arrangement. We believe that our leases
will be respected as true leases for federal income tax purposes. However, there can be no assurance that the Internal Revenue Service (�IRS�) will
agree with this view. If the leases are not respected as true leases for federal income tax purposes, we would not be able to satisfy either of the
two gross income tests applicable to REITs, and we could lose our REIT status.

Failure to make required distributions would subject us to additional tax. In order to qualify as a REIT, we must, among other requirements,
distribute, each year, to our stockholders at least 90% of our taxable income, excluding net capital gains. To the extent that we satisfy the 90%
distribution requirement, but distribute less than 100% of our taxable income, we will be subject to federal corporate income tax on our
undistributed income. In addition, we will incur a 4% nondeductible excise tax on the amount, if any, by which our distributions (or deemed
distributions) in any year are less than the sum of:

●85% of our ordinary income for that year;

●95% of our capital gain net earnings for that year; and

●100% of our undistributed taxable income from prior years.
To the extent we pay out in excess of 100% of our taxable income for any tax year, we may be able to carry forward such excess to subsequent
years to reduce our required distributions for purposes of the 4% nondeductible excise tax in such subsequent years. We intend to pay out our
income to our stockholders in a manner intended to satisfy the 90% distribution requirement. Differences in timing between the recognition of
income and the related cash receipts or the effect of required debt amortization payments could require us to borrow money or sell assets to pay
out enough of our taxable income to satisfy the 90% distribution requirement and to avoid corporate income tax.

We may not have sufficient cash available from operations to pay distributions to our stockholders, and, therefore, distributions may be made
from borrowings. The actual amount and timing of distributions to our stockholders will be determined by our Board of Directors in its
discretion and typically will depend on the amount of cash available for distribution, which will depend on items such as current and projected
cash requirements, limitations on distributions imposed by law on our financing arrangements and tax considerations. As a result, we may not
have sufficient cash available from operations to pay distributions as required to maintain our status as a REIT. Therefore, we may need to
borrow funds to make sufficient cash distributions in order to maintain our status as a REIT, which may cause us to incur additional interest
expense as a result of an increase in borrowed funds for the purpose of paying distributions.
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We may be required to pay a penalty tax upon the sale of a property. The federal income tax provisions applicable to REITs provide that any
gain realized by a REIT on the sale of property held as inventory or other property held primarily for sale to customers in the ordinary course of
business is treated as income from a �prohibited transaction� that is subject to a 100% penalty tax. Under current law, unless a sale of real property
qualifies for a safe harbor, the question of whether the sale of real estate or other property constitutes the sale of property held primarily for sale
to customers is generally a question of the facts and circumstances regarding a particular transaction. We intend that we and our subsidiaries will
hold the interests in the real estate for investment with a view to long-term appreciation, engage in the business of acquiring and owning real
estate, and make occasional sales as are consistent with our investment objectives. We do not intend to engage in prohibited transactions. We
cannot assure you, however, that we will only make sales that satisfy the requirements of the safe harbors or that the IRS will not successfully
assert that one or more of such sales are prohibited transactions.

We may be adversely affected if we fail to qualify as a REIT. If we fail to qualify as a REIT, we will not be allowed to deduct distributions to
stockholders in computing our taxable income and will be subject to Federal income tax, including any applicable alternative minimum tax, at
regular corporate rates. In addition, we might 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 stockholders and for debt service.
Furthermore, we would no longer be required to make any distributions to our stockholders as a condition to REIT qualification. Any
distributions to noncorporate stockholders would be taxable as ordinary income to the extent of our current and accumulated earnings and
profits, although such dividend distributions generally would be subject to a top federal tax rate of 20%. Corporate distributees would in that
case generally be eligible for the dividends received deduction on the distributions, subject to limitations under the Code.

To qualify as a REIT, we must comply with certain highly technical and complex requirements. We cannot be certain we have complied, and
will always be able to comply, with the requirements to qualify as a REIT because there are few judicial and administrative interpretations of
these provisions. In addition, facts and circumstances that may be beyond our control may affect our ability to continue to qualify as a REIT. We
cannot assure you that new legislation, regulations, administrative interpretations or court decisions will not change the tax laws significantly
with respect to our qualification as a REIT or with respect to the Federal income tax consequences of qualification. We believe that we have
qualified as a REIT since our inception and intend to continue to qualify as a REIT. However, we cannot assure you that we are qualified or will
remain qualified.

There is a risk of changes in the tax law applicable to REITs. Because the IRS, the United States Treasury Department and Congress
frequently review federal income tax legislation, we cannot predict whether, when or to what extent new federal tax laws, regulations,
interpretations or rulings will be adopted. Any of such legislative action may prospectively or retroactively modify our tax treatment and,
therefore, may adversely affect taxation of us and/or our investors.

We may be unable to comply with the strict income distribution requirements applicable to REITs. To maintain qualification as a REIT under
the Code, a REIT must annually distribute to its stockholders at least 90% of its REIT taxable income, excluding the dividends paid deduction
and net capital gains. This requirement limits our ability to accumulate capital. We may not have sufficient cash or other liquid assets to meet the
distribution requirements. Difficulties in meeting the distribution requirements might arise due to competing demands for our funds or to timing
differences between tax reporting and cash receipts and disbursements, because income may have to be reported before cash is received, because
expenses may have to be paid before a deduction is allowed, because deductions may be disallowed or limited or because the IRS may make a
determination that adjusts reported income. In those situations, we might be required to borrow funds or sell properties on adverse terms in order
to meet the distribution requirements and interest and penalties could apply which could adversely affect our financial condition. If we fail to
make a required distribution, we could cease to be taxed as a REIT.
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If we were considered to have actually or constructively paid a �preferential dividend� to certain of our stockholders, our status as a REIT
could be adversely affected. In order to qualify as a REIT, we must distribute annually to our stockholders at least 90% of our REIT taxable
income (which does not equal net income as calculated in accordance with accounting principles generally accepted in the United States of
America (�GAAP�)), determined without regard to the deduction for dividends paid and excluding net capital gain. For distributions to be counted
as satisfying the annual distribution requirements for REITs, and to provide us with a REIT level tax deduction, the distributions for REIT years
beginning prior to January 1, 2015 must not be �preferential dividends.� A dividend is not a preferential dividend if the distribution is pro rata
among all outstanding shares of stock within a particular class, and in accordance with the preferences among different classes of stock as set
forth in a REIT�s organizational documents. There is no de minimis exception with respect to preferential dividends; therefore, if the IRS were to
take the position that we inadvertently paid a preferential dividend, for a REIT year beginning prior to January 1, 2015, we may be deemed to
have failed the 90% distribution test, and our status as a REIT could be terminated for the year in which such determination is made if we were
unable to cure such failure. While we believe that our operations have been structured in such a manner that we will not be treated as
inadvertently paying preferential dividends, we can provide no assurance to this effect.

Notwithstanding our status as a REIT, we are subject to various federal, state and local taxes on our income and property. For example, we
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. We may be subject to other Federal
income taxes and 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.

Other Risks

We may not be able to obtain adequate cash to fund our business. Our business requires access to adequate cash to finance our operations,
distributions, capital expenditures, debt service obligations, development and redevelopment costs and property acquisition costs, if any. We
expect to generate the cash to be used for these purposes primarily with operating cash flow, borrowings under secured and unsecured loans,
proceeds from sales of strategically identified assets and, when market conditions permit, through the issuance of debt and equity securities from
time to time. We may not be able to generate sufficient cash to fund our business, particularly if we are unable to renew leases, lease vacant
space or re-lease space as leases expire according to our expectations.

We are dependent on key personnel. Our executive and other senior officers have a significant role in our success. Our ability to retain our
management group or to attract suitable replacements should any members of the management group leave is dependent on the competitive
nature of the employment market. The loss of services from key members of the management group or a limitation in their availability could
adversely affect our financial condition and cash flow. Further, such a loss could be negatively perceived in the capital markets.

We may amend our business policies without stockholder approval. Our Board of Directors determines our growth, investment, financing,
capitalization, borrowing, REIT status, operations and distributions policies. Although our Board of Directors has no present intention to change
or reverse any of these policies, they may be amended or revised without notice to stockholders. Accordingly, stockholders may not have control
over changes in our policies. We cannot assure you that changes in our policies will serve fully the interests of all stockholders.

The market value of our preferred and common stock could decrease based on our performance and market perception and conditions. The
market value of our preferred and common stock may be based primarily upon the market�s perception of our growth potential and current and
future cash dividends, and may be secondarily based upon the real estate market value of our underlying assets. The market price of our
preferred and common stock is influenced by their respective distributions relative to market interest rates. Rising interest rates may lead
potential buyers of our stock to expect a higher distribution rate, which would adversely affect the market price of our stock. In addition, rising
interest rates would result in increased expense, thereby adversely affecting cash flow and our ability to service our indebtedness and pay
distributions.
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There are restrictions on the transfer of our capital stock. To maintain our qualification as a REIT under the Code, no more than 50% in value
of our outstanding capital stock may be owned, actually or by attribution, by five or fewer individuals, as defined in the Code to also include
certain entities, during the last half of a taxable year. Accordingly, our charter contains provisions restricting the transfer of our capital stock.

Our earnings are dependent, in part, upon the performance of our investment portfolio. As permitted by the Code, we invest in and own
securities of other REITs, which we generally limit to no more than approximately 15% of our undepreciated assets. To the extent that the value
of those investments declines or those investments do not provide a return, our earnings and cash flow could be adversely affected.

We are subject to restrictions that may impede our ability to effect a change in control. Certain provisions contained in our charter and bylaws
and certain provisions of Maryland law may have the effect of discouraging a third party from making an acquisition proposal for us and thereby
inhibit a change in control. These provisions include the following:

●Our charter provides for three classes of directors with the term of office of one class expiring each year, commonly referred to as a �staggered
board.� By preventing common stockholders from voting on the election of more than one class of directors at any annual meeting of
stockholders, this provision may have the effect of keeping the current members of our Board of Directors in control for a longer period of time
than stockholders may desire.

●Our charter generally limits any holder from acquiring more than 9.8% (in value or in number, whichever is more restrictive) of our
outstanding equity stock (defined as all of our classes of capital stock, except our excess stock). While this provision is intended to assure our
ability to remain a qualified REIT for Federal income tax purposes, the ownership limit may also limit the opportunity for stockholders to
receive a premium for their shares of common stock that might otherwise exist if an investor was attempting to assemble a block of shares in
excess of 9.8% of the outstanding shares of equity stock or otherwise effect a change in control.

●The request of stockholders entitled to cast at least a majority of all votes entitled to be cast at such meeting is necessary for stockholders to
call a special meeting. We also require advance notice by common stockholders for the nomination of directors or proposals of business to be
considered at a meeting of stockholders.

●Our Board of Directors may authorize and cause us to issue securities without shareholder approval. Under our charter, the board has the power
to classify and reclassify any of our unissued shares of capital stock into shares of capital stock with such preferences, rights, powers and
restrictions as the Board of Directors may determine.

●�Business combination� provisions that provide that, unless exempted, a Maryland corporation may not engage in certain business combinations,
including mergers, dispositions of 10 percent or more of its assets, certain issuances of shares of stock and other specified transactions, with an
�interested shareholder� or an affiliate of an interested shareholder for five years after the most recent date on which the interested shareholder
became an interested shareholder, and thereafter unless specified criteria are met. An interested shareholder is defined generally as any person
who beneficially owns 10% or more of the voting power of our shares or an affiliate thereof or an affiliate or associate of ours who was the
beneficial owner, directly or indirectly, of 10% or more of the voting power of our then outstanding voting stock at any time within the
two-year period immediately prior to the date in question. In our charter, we have expressly elected that the Maryland Business Combination
Act not govern or apply to any transaction with our affiliated company MREIC, a Maryland corporation.

●The duties of directors of a Maryland corporation do not require them to, among other things (a) accept, recommend or respond to any proposal
by a person seeking to acquire control of the corporation, (b) authorize the corporation to redeem any rights under, or modify or render
inapplicable, any shareholders rights plan, (c) make a determination under the Maryland Business Combination Act or the Maryland Control
Share Acquisition Act to exempt any person or transaction from the requirements of those provisions, or (d) act or fail to act solely because of
the effect of the act or failure to act may have on an acquisition or potential acquisition of control of the corporation or the amount or type of
consideration that may be offered or paid to the shareholders in an acquisition.

-14-

Edgar Filing: UMH PROPERTIES, INC. - Form 10-K

18



Table of Contents

We cannot assure you that we will be able to pay distributions regularly. Our ability to pay distributions in the future is dependent on our
ability to operate profitably and to generate cash from our operations and the operations of our subsidiaries. We cannot guarantee that we will be
able to pay distributions on a regular quarterly basis in the future.

Future terrorist attacks and military conflicts could have a material adverse effect on general economic conditions, consumer confidence
and market liquidity. Among other things, it is possible that interest rates may be affected by these events. An increase in interest rates may
increase our costs of borrowing, leading to a reduction in our earnings. Terrorist acts affecting our properties could also result in significant
damages to, or loss of, our properties. Additionally, we may be unable to obtain adequate insurance coverage on acceptable economic terms for
losses resulting from acts of terrorism. Our lenders may require that we carry terrorism insurance even if we do not believe this insurance is
necessary or cost effective. Should an act of terrorism result in an uninsured loss or a loss in excess of insured limits, we could lose capital
invested in a property, as well as the anticipated future revenues from a property, while remaining obligated for any mortgage indebtedness or
other financial obligations related to the property. Any loss of these types would adversely affect our financial condition.

We are subject to risks arising from litigation. We may become involved in litigation. Litigation can be costly, and the results of litigation are
often difficult to predict. We may not have adequate insurance coverage or contractual protection to cover costs and liability in the event we are
sued, and to the extent we resort to litigation to enforce our rights, we may incur significant costs and ultimately be unsuccessful or unable to
recover amounts we believe are owed to us. We may have little or no control of the timing of litigation, which presents challenges to our
strategic planning.

Security breaches and other disruptions could compromise our information and expose us to liability, which would cause our business and
reputation to suffer. In the ordinary course of our business, we collect and store sensitive data, including our business information and the
personal information of our residents and our employees, in our facility and on our network. Despite our security measures, our information
technology and infrastructure may be vulnerable to attacks by hackers or breached due to employee error, malfeasance or other disruptions. Any
such breach could compromise our network and the information stored there could be accessed, publicly disclosed, lost or stolen. Any such
access, disclosure or other loss of information could result in legal claims or proceedings, disrupt our operations, damage our reputation, and
cause a loss of confidence, which could adversely affect our business.

Item 1B � Unresolved Staff Comments

None.
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Item 2 � Properties

UMH Properties, Inc. is engaged in the ownership and operation of manufactured home communities located in New Jersey, New York, Ohio,
Pennsylvania, Tennessee, Indiana and Michigan. As of December 31, 2015, the Company owns ninety-eight manufactured home communities
containing approximately 17,800 developed sites. The rents collectible from the land ultimately depend on the value of the home and land.
Therefore, fewer but more expensive homes can actually produce the same or greater rents. For this reason, the number of developed sites
operated by the Company is subject to change, and the number of developed sites listed is always an approximate number. The following table
sets forth certain information concerning the Company�s real estate investments as of December 31, 2015. There is a long-term trend toward
larger manufactured homes. Manufactured home communities designed for older manufactured homes must be modified to accommodate
modern, wider and longer manufactured homes. These changes may decrease the number of homes that may be accommodated in a
manufactured home community.

Number of Sites Approximate

Developed Occupied Occupancy Acreage Additional
Monthly
Rent Per

Name of Community Sites at 12/31/15 Percentage Developed Acreage
Site at

12/31/15
Allentown 434 400 92% 76 -0- $ 423
4912 Raleigh-Millington Road
Memphis, TN 38128

Auburn Estates 42 40 95% 13 -0- $ 350
919 Hostetler Road
Orrville, OH 44667

Birchwood Farms 143 103 72% 28 -0- $ 389
8057 Birchwood Drive
Birch Run, MI 48415

Broadmore Estates 390 282 72% 93 19 $ 391
148 Broadmore Estates
Goshen, IN 46528

Brookside Village 170 136 80% 37 2 $ 381
89 Valley Drive
Berwick, PA 18603

Brookview Village 127 121 95% 45 29 $ 463
2025 Route 9N, Lot 137
Greenfield Center, NY 12833

Candlewick Court 211 130 62% 40 -0- $ 440
1800 Candlewick Drive
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