


Financial Highlights

TOTAL REVENUES (in millions) ™ DIVIDEND GROWTH (pershare) © FUNDS FROM OPERATIONS (per share) E
$275 $8.00 $2.50
7.00 . ] & £
250 2% e - B } -
6.00 ' |[I.'!-, \-m HI u . ———
225 5.00 | o | I
= ——
4.00 2.10
200 3.00 Lo i
175 2.00 1.90 . il
1.00 MHC’s common stock is listed on the New York Stock Exchange (NYSE),
150 0 1.70 "l || | | | ticker symbol MHC. The high and low sales prices for 2003 and 2002 on the !
99 00 o1 02 03 99 00 o1 02 03 04 99 00 01 02 03 ! d NYSE and quarterly dividends were as follows: "'ﬁ.'li
L o a -
FOR THE YEARS ENDED DECEMBER 31, 2003 high low close dividend
(amounts in thousands except per share and property data) First Quarter $30.8600 $27.4000  $29.6000  $ .4950 ‘-.
2003 2002 2001 p10100) 1999 Second Quarter $35.8000 $29.5600  $35.1100 $ .4950
Total Revenues M ... ... ..ttt $ 27155 $ 261365 $ 225856 $ 220678 § 215028 Third Quarter $39.8000 $35.1100  $39.1800  § .4950
Operating INCOME @ .. ..ottt ettt et e e $ 130682 $ 128364 $ 127,554 $ 126,388 $ 123,252 Fourth Quarter $41.9200  $36.7000  $37.6500  $8.0000"
Funds from Operations @ ... .. .. $ 60,831 $ 68,393 $ 66,957 $ 63,807 $ 68,477
Net Income Before Allocation to Minority Interests @ ... ... ... ... ... .......... $ 447740 $ 56,623 $ 51,544 $ 52,701 $ 36,835 2002 high low close dividend
Net Income Per Common Share-Basic @ ... ... ... .ottt $ 1.22 $ 1.69 $ 1.53 $ 1.49 $ 1.10 First Quarter $33.6300 $30.6500 $33.0000 $ .4750
Net Income Per Common Share-Diluted ® .. ... ... ... .. ... .. . .ciiiiiieo... $ 1.20 $ 1.64 $ 1.49 $ 1.46 $ 1.09 — —— Second Quarter $35.6600  $32.5000 $35.1000 $ .4750
i
Funds from Operations Per Common Share—Basic @ ............................. $ 222 $ 2.53 $ 2.53 $ 236 $ 2.21 Fr Third Quarter $35.1400  $30.0500  $31.8800 $ .4750
Funds from Operations Per Common Share-Diluted ® ....... ... ... ... ........ $ 217 $ 2.48 $ 2.48 $ 2.33 $ 2.19 ¥ Fourth Quarter $31.9200 $27.5000 $29.6300 $ .4750
o
Weighted Average Common Shares Outstanding—Basic ® ......................... 27,419 27,020 26,502 27,061 30,928 =
Weighted Average Common Shares Outstanding-Diluted @ ....................... 28,002 27,632 27,010 27,408 31,252 —
. . ) 8 1 On December 12th 2003, we declared a one-time special distribution of $8 per share & L] L .r - w
Capital Expenditures ® ... ... .. $ 11,912 $ 13,377 $ 12,689 $ 7,855 $ 8,656 . f% payable to stockholders of record on January 8th 2004. We used proceeds from the $501 ™ . - =
o - = million borrowing in October, 2003 to pay the special distribution on January 16th 2004.
Total Communities Owned and Controlled ..................................... 142 142 149 154 157 - % Tiespeaeleciisaduilbe cilased on s adbe b oo Tosa-BIN o beissuE
> .
Total SIEES oottt s 51,715 51,582 50,663 51,304 53,846 I § in January 2005.
on
The table above sets forth selected financial and operating information on a historical basis for the Company. This © Funds from operations are generally defined as net income, before allocation to minority interest, plus real ,- g
information should be read in conjunction with all of the financial statements and notes thereto provided in the estate depreciation. Industry analysts consider funds from operations to be one measure of the performance of o E
Company’s Form 10-K as filed with the SEC. an equity real estate investment trust. Funds from operations should not be considered as an alternative to net &
O The increase in revenues from 2001 to 2002 includes the effect of a change in the accounting treatment for home  income as an indication of the company’s performance or to cash flows as a measure of liquidity. |
sales revenues. In prior years, the sales revenues were recorded net of expenses. In 2002, the Company acquired the ) Assumes full conversion of operating units into shares of common stock. 1 g
remaining interest in Realty Systems, Inc. and began consolidating the results of this home sales subsidiary. As a © Represents capital expenditures for existing sites and includes both normal maintenance programs and 1 b
result, revenues are recorded on a gross basis separate from expenses. This accounting change had no material effect ~ community upgrade programs. z . o ] ]
on income from operations. (€ On December 12th 2003, we declared a one-time special distribution of $8 per share payable to stockholders 8 .
@) Operating income is defined as total revenues less property operating and maintenance expense, real estate tax  of record on January 8th 2004. We used proceeds from the $501 million borrowing in October, 2003 to pay the = ‘i
expense, property management expense and general and administrative expense. Operating income is a measure  special distribution on January 16th 2004. The special cash dividend will be reflected on stockholders’ 2004 . J .o -
of the performance of the operations of the properties before the effects of depreciation, amortization and interest ~ 1099-DIV to be issued in January 2005. [ S, ) T - “'E I""’Ft k5] l
expense. Operating income is not necessarily an indication of the performance of the company or a measure of ' 'h.' #’ g ‘ - P 3 & o - - _—
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MHC is a self-administered, self-managed real estate investment
trust traded on the New York Stock Exchange under the symbol
MHC. At year end, the company owned or had an interest in 51,715
sites in 142 urban and resort-like settings in 19 states.

Our Value Proposition: We strive to exceed the expectations of the
consumers in our marketplace, and we offer a predictable, stable

revenue stream that appeals to investors.

Three core ideas serve as the foundation of our value proposition:
community, quality, and stability.
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Fellow Shareholders

Since our initial public offering (IPO) in February of 1993,
we have posted an average annual return rate of 18.19
percent. Our total return for 2003 outpaced both the Dow
Jones and S&P 500 indices.

Thanks to a disciplined and consistent business plan, an
attractive customer base, and on-going demand for our
products, all of our key trend lines have continued upward
since the IPO. We started with 41 properties and just
over 12,000 sites; as of year end we had 142 properties
with nearly 52,000 sites with more on the way. The split
adjusted IPO price per share of MHC stock was $12.88; at
the end of 2003 the price was $37.65, nearly triple the IPO
price of a decade ago. Since 1993, total dividends paid to
shareholders were $23.54 per share, or almost two times
the split adjusted IPO price. The total dividends include
the $8 special distribution paid in January 2004.

We look back on the last decade with great pride. But
more importantly, we look ahead to the next decade with
even greater enthusiasm.

MHC already owns the highest quality portfolio in the
industry. In 2004, we will kick off an acquisition pro-
gram designed to expand our portfolio and increase our
exposure to target customers—the Baby Boomers who
are entering their retirement years. As of February 2004,
we have invested in transactions involving 61 properties,
with an equity investment of approximately $134 million.
There is pending litigation relative to $69 million of this
equity investment.

Given the difficulty of finding manufactured home com-
munities in core retirement markets, our acquisitions will
focus on the resort business that caters to recreational
vehicle (RV) enthusiasts. This focus will enable us to offer
a myriad of lifestyle opportunities and locations to our
core customer at various price points and home sizes.

Customers and shareholders alike value our straightfor-
ward approach. Customers enjoy quality locations and a
quality lifestyle that they might not otherwise have been
able to afford, and shareholders enjoy a steady return on
their investments. By maintaining our commitment to
community, quality, and stability, we believe both con-
stituencies will continue to be rewarded for the faith they
place in MHC.

In connection with our recapitalization, special dividend,
and acquisition program, we also decided to set our annu-
al dividend rate at $0.05 per share for 2004. We believe
that maintaining flexibility at this time is in the best
interest of our shareholders, while we also recognize our
obligation to return to a meaningful dividend when other
uses of your capital become less attractive.

Sincerely,

Samuel Zell, Chairman of the Board

Howard Walker, Chief Executive Officer

This year also marked the completion of the succession plan
we initiated in 2000. On behalf of MHC, we thank Howard
Walker for his years of dedicated stewardship. He is a friend
of MHC and professional mentor to our senior management
team, and we appreciate his on-going contributions in his
roles as Vice Chairman of the board and Chairman of the
board’s executive committee. His continuing guidance will
be invaluable.
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2003 Highlights

— Joe McAdams joined our board
of directors, bringing valuable expertise that will sup-
port our acquisition program. He recently retired from
Affinity Group, Inc., a leading service provider to the RV
and resort business.

— We secured approximately $502 mil-
lion in recapitalization financing. Part of the funds was
used for the special $8 per share dividend paid in 2004
and to repay outstanding amounts on MHC’s line of
credit and term loans. We expect to apply a significant
portion of the financing to our acquisition program.

— The California Court of Appeal
reversed a $6 million punitive damage award against
MHC. We resolved the litigation with the DeAnza Santa
Cruz Homeowners Association for $201,000.

We also entered into a settlement agreement in our liti-
gation against the City of Santa Cruz. The City amended
an ordinance to exempt MHC’s property from rental
control as long as the company offers a long-term lease.
The agreement allows MHC to increase rents to market
prices at turnover and bases future annual rent increas-
es on the Consumer Price Index.

— In keeping with our growing focus
on the RV lifestyle, we introduced a new web site:
www.mhcrv.com. Prospective customers can visit the
site to find detailed information on each of our resorts.

— The Manufactured Housing

Institute bestowed its Community of the Year Award

on our Bay Indies (Venice, FL) community, marking

the 15th time since 1997 that MHC has received this
revered award.
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Make Yourself at Home

Our properties are located in many of the country’s most
sought-after destinations—places where many of our cus-
tomers have always dreamed of living. We make residing
on a beautiful landscape or an energetic cityscape an excit-
ing and affordable option.

Our resort homes and vacation cottages are high quality,
factory-built houses that deliver exceptional value. These
homes are delivered to a property and set in place at an
average price of about $60,000 for a new resort home.
Construction costs per square foot for site-set homes are
as much as 40 percent lower than comparable site-built
homes. And a remarkable 93 percent of site-set homeown-
ers report being satisfied with their housing choice.’

The homes in our communities are the finest available—
they’re made to exacting standards and average more than
1,500 square feet. Handsome on the outside and well-
appointed on the inside, these homes offer distinctions
such as peaked roofs, screened porches, bay windows,
wood-burning fireplaces, designer kitchens, and luxurious
baths. We continually work with home manufacturers to
ensure they update their blueprints to meet the evolving
needs of our customers, from technological capacity to
aesthetics and added space.

! “Beautiful, Affordable, Quality Housing: What Manufactured Home Owners Really Want,”

an Owens Coring study conducted by National Family Opinion (1999)
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Magnificent locations. Top-quality homes.

Appealing lifestyles. MHC helps customers

realize their dreams at prices they can atford.
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When it comes to creating an inviting community, a great location is only one part of the
equation. A great lifestyle is just as important. MHC customers find both.

AN IDEAL PLACE A WAY OF LIFE
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Quality

Our stable cash flow continues to demonstrate that
customers appreciate the outstanding quality MHC pro-
vides. Our overall performance has been significantly
better than that of the multi-family rental industry.

Many of our new customers come to us through refer-
rals from friends and family members who already enjoy
the MHC lifestyle. They're attracted to the high quality
of homes and high quality of life.

Each year, we survey all of our new home buyers so
we can identify areas for improvement across the
portfolio and anticipate specific trends. Our survey pro-
vides invaluable information on customer demograph-
ics, overall service levels, and community and home
preferences.

Since our initial public offering in February of 1993, we
have posted an average annual return rate of 18.19 per-
cent, indicating on-going confidence on the part of our
shareholders. Our year end return of 33.7 percent out-
paced both the Dow Jones and S&P 500 indicies.

No other company can match the 15 revered Community
of the Year awards bestowed on MHC since 1997. These
awards, granted on a regional base, represent the high-
est accolades from industry professionals. In 2003, Bay
Indies (Venice, FL), our 1,300-site, age-qualified com-
munity near the Gulf of Mexico, received the award.
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Stability

MHC’s business model insures that our capital expenditures
continue to be far lower than that of apartment buildings or
other rental arrangements. Customers own and maintain their
homes, while paying monthly fees that include their home site
rental, community services, and amenities. And our affordable
homes, appealing locations, and high quality lifestyle keeps our
turnover rate low and occupancy rate high.

One way we continue to attract the most qualified residents is
by hiring and training outstanding sales, marketing, and com-
munity management professionals. These employees, along
with our regional office and corporate staffs, keep our proper-
ties running smoothly.

The breadth of our portfolio also contributes significantly to our
general stability. By establishing our communities in many dif-
ferent areas of the country, we insulate ourselves from economic
downturns in any single market.

Our consistently high occupancy rate and low turnover rate are
the envy of comparable real estate enterprises and strongly sug-
gest that our operating revenues will remain healthy. MHC cus-
tomers are the picture of stability.

The majority of our customers choose to live in an MHC com-
munity because of the affordability and lifestyle it offers. And
many customers pay cash for their new homes after selling the
houses they lived in for many years—making them less sensitive
to economic swings. Their commitment to their own financial
stability helps sustain MHC'’s revenue stream.

The benefits of our lifestyle continue to grow in appeal to both
baby boomers and young families starting out in the housing
market. We expect people who are drawn to this lifestyle will con-
tinue to be drawn to MHC, thanks to our outstanding portfolio.

More and more people seek the flexibility and mobility of the
RV lifestyle. Our plan to extend the MHC brand to encompass
more resort locations that provide options for this customer will
broaden our pool of potential customers considerably. We know
that these customers often “settle down” by purchasing a resort
home or vacation cottage while still enjoying some of the same
sense of lifestyle in our communities. The cross-selling potential
is enormous.
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Thanks to a consistent, sound business plan, we have thrived in our first 10 years as a publicly owned
company. But we aren’t content with looking back—we’re committed to moving forward and continuing
to prosper in the years to come. MHC'’s future looks very bright in light of a number of factors.

RV OPPORTUNITIES ABILITY TO MEET DEMAND

MARKET LEADERSHIP

ACQUISITION PROGRAM

3/15/04, 9:53:19 PM



8360_body_alt2 13 3/15/04, 9:53:46 PM



. e T el
G, 10 WE ARES
L
> 3 S

b 4 kel AR T

‘ 8360_body_alt2 14 3/15/04, 9:54:10 PM



A National Community
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142 Communities Chicago Headquarters
19 States © Regional Office
e MHC Community
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Samuel Zell

Chairman of the Board of Directors
Manufactured Home Communities, Inc.
Chairman, Equity Group Investments, L.L.C.

Howard Walker
Vice Chairman of the Board of Directors
Manufactured Home Communities, Inc.

Donald S. Chisholm
President, Ann Arbor Associates, Inc.

Thomas E. Dobrowski

General Motors Investment Management Corp.

David A. Helfand

Principal, Helfand Capital Partners
Thomas P. Heneghan

President and Chief Executive Officer,
Manufactured Home Communities, Inc.

Joe B. McAdams

Director, Affinity Group, Inc.

Sheli Z. Rosenberg

Vice Chairman, Equity Group Investments, L.L.C.

Gary Waterman
President, Waterman Limited

Managing Director, Real Estate and Alternative Investments

Thomas P. Heneghan
President and Chief Executive Officer

Roger Maynard
Chief Operating Officer

Ellen Kelleher
Executive Vice President, General Counsel and Secretary

Michael Berman
Vice President, Chief Financial Officer and Treasurer

Manufactured Home Communities, Inc.
Two North Riverside Plaza

Chicago, lllinois 60606

Phone: 312-279-1400

Fax: 312-279-1710
www.mhchomes.com

www.mhcrv.com

LaSalle Bank, N.A.

P.O. Box LL

135/1811

Chicago, IL 60690-9882
Phone: 800-246-5761
www.lasallebanks.com

Ernst & Young LLP
Chicago, Illinois

MHC Corporate Data

Requests for MHC’s Form 10-K filed with the Securities
and Exchange Commission, and other investor inquiries from
individuals and institutional investors should be directed to:

Investor Relations Department
Manufactured Home Communities, Inc.
Two North Riverside Plaza

Chicago, lllinois 60606

Phone: 800-247-5279
investor_relations@mhchomes.com

The Commission also maintains a website that contains
reports, proxy information and statements, and other infor-
mation regarding registrants that file electronically with the
Commission. The website address is:

http://www.sec.gov. MHC files electronically.

MHC offers a Dividend Reinvestment and Share Purchase Plan.

For an information packet, including the Plan prospectus and
enrollment form, please call the Plan Administrator, LaSalle
Bank, at 1-800-246-5761.

There were approximately 5,049 beneficial holders
of Manufactured Home Communities, Inc. stock as of
December 31, 2003.
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