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Company Profile

Apts. Apts. Managed as Apts. Fee Apt.
Market Area Owned General Partner Managed

1
Total

Baltimore, MD 6,232 0 1,583 7,815
Detroit, MI 5,031 0 108 5,139
Eastern PA 4,163 0 0 4,163
Rochester, NY 2,975 1,447 668 5,090
Northern NJ 2,657 256 0 2,913
Buffalo, NY 2,519 156 0 2,675
Downstate NY 1,605 235 0 1,840
Northern VA/DC Area 1,590 0 103 1,693
Syracuse, NY 1,564 1,145 260 2,969
Chicago, IL 1,455 0 0 1,455
Central VA 1,244 0 0 1,244
South Bend, IN 706 168 0 874
Portland, ME 596 0 0 596
Hamden, CT 498 0 0 498
Delaware 432 0 0 432
Western PA 298 2,036 225 2,559
Columbus, OH 242 1,124 0 1,366
Other NYS Areas 0 1,143 518 1,661
Total number of units 33,807 7,710 3,465 44,982

Total number of communities 126 125 40 291
1
Home Properties also fee-manages 1.7 million square feet of office and retail properties.

Apartments Owned and Managed at 12/31/99

A brief description of 
Home Properties

Home Properties is a real estate
investment trust (REIT) that
owns, manages, acquires, 

rehabilitates and develops apartment
communities.We are regionally focused
in the Northeast, Mid-Atlantic and
Midwest United States. With central
offices in Rochester, New York, Home
Properties and its predecessors have
operated multifamily properties 
since 1967. 

Our mission is to provide investors
with dependable financial returns that
exceed those of comparable invest-
ments. We can best accomplish this mis-
sion by operating our company in a
socially responsible manner. We seek to
improve the quality of life for our resi-
dents and enhance the broader commu-
nities in which we operate. We are com-
mitted to providing our employees with
opportunities for growth and accom-
plishment. We strive to demonstrate
personal integrity and dedication at all
times.

Our apartment communities appeal
to a broad range of middle-income 
and senior residents. We are committed
to customer service and to providing
quality housing at affordable prices. 
Our apartments generally have brick
exteriors and mature landscaping, and
are typically located in established 
suburban neighborhoods.

Our game plan:
Aggressively manage and improve
our communities to achieve extraordi-
nary increases in net operating
income;
Acquire additional apartment 
communities with attractive returns,
at prices significantly below 
replacement costs;
Selectively develop and rehabilitate
apartment communities that serve
low to moderate income households,
to generate management and devel-
opment fee revenues; and
Maintain a conservative capital 
structure with efficient access to 
the capital markets.
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To Our Shareholders

We are proud to share with you the
accomplishments of our team for 
1999—our fifth full year as a publicly
traded company.

1999was another out-
standing year for
Home Properties,

even though it marked the second con-
secutive year of disappointing stock
price performance for the REIT indus-
try as a whole. By several measures,
1999 was the best in our 32 years of
operations. We set new records for same
property operating income growth, com-
pleted the greatest number of acquisi-
tions ever, and set new highs in our 
stock price.

Our commitment to being socially
responsible influences how we “align
the pieces” of our strategy.

In this report, we’ll discuss how the
guiding principles of servant leadership,
adding value, disciplined expansion, and
a vision for success, generate favorable
results for many constituencies—our
residents, our neighbors, our employees
and our shareholders.

The stock market puzzle
First, to put our 1999 stock performance
in perspective, our shareholders earned 
a total return of 14.2% on their invest-

ment in Home Properties, 7.6% from
dividends and 6.6% from stock price
appreciation. This compares to total
returns of negative 4.6% for the Morgan
Stanley REIT index, with positive
returns of 21.0% for the S&P 500 and
85.6% for the NASDAQ index. “Irrational
exuberance” has clearly not reached the
REIT sector.

It is difficult to rationalize the enor-
mous increases in stock price multiples
relative to earnings applied to other
industries, when price multiples for
REIT stocks have continued to com-
press. As an example, our funds from
operations (FFO) increase of 13.7% per
share was rewarded with only a 6.6%

increase in our
share price during
1999. With our
shares trading near
all-time lows as
compared to our
earnings, we see
Home Properties’
stock and many
others in our 
sector as relative 
bargains.

Better living for
our residents
We recognize that
we cannot control
the market, so we
focus our attention
on those aspects of
our business that
we can control.
Serving our resi-
dents in a way 
that improves the

quality of their lives is the best way we
know to improve our financial returns.
This includes investing in physical
improvements to our properties, while
also providing extraordinary service.
Customer satisfaction, as demonstrated
by our Home Properties Pledge, is the
hallmark of our company.

Our residents appreciate our efforts.
They tell us this all the time. They also
show us—by their willingness to move

to our communities and renew their
leases at ever-higher rents. In 1999, 
we raised our rental rates at our core
communities by an average of 4.8%,
while our occupancy rates also grew.
(“Core” communities includes 14,048
apartment units owned consistently
throughout 1998 and 1999.) Average
turnover remained low at 42%, well
below the national average of about 65%.

Our emphasis on creating value for
our customers is what drives our rev-
enue growth. When combined with
attention to controlling costs, it allows
us to deliver exceptional bottom-line
results. In 1999, our property manage-
ment team delivered a 9.0% increase in
net operating income at our core com-
munities—a new record for Home
Properties and, to our knowledge, the
highest same-property growth rate of all
public apartment REITs. Our operating
strategy also allowed us to jump-start
the performance of our recently
acquired communities, even beating our
own expectations used to evaluate these
acquisitions.

Strategic moves for 
continued growth
Despite a challenging year for capital
markets, Home Properties had the
resources to fund a record amount of
new acquisitions, investing nearly $500
million to purchase more than 10,000
apartment units. During a period when
many REITs turned to selling properties
to meet their capital needs, Home
Properties continued to creatively
access both debt and equity capital.

Through the continued issuance of
UPREIT units, the private placement of
convertible preferred stock, and the
steady supply of funds from our divi-
dend reinvestment and direct stock pur-
chase plan (DRIP), we raised nearly
$250 million of equity in 1999—without
returning to the public markets. 

Conservative borrowing practices
added to our success. Our strong bal-
ance sheet provided the capacity to
fund a portion of our acquisitions with
debt. We ended the year with a debt-to-
total-market-capitalization ratio of 40%,
with minimal exposure to changes in
interest rates.

Nelson Leenhouts and Norman Leenhouts
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While the cost of raising capital in
1999 seemed high, the anticipated
return on our acquisitions is even high-
er. Acquisitions completed over the past
two years are yielding a weighted aver-
age return of 10.8%.

Quality housing for all
Finding safe and decent housing is one
of the greatest challenges facing low
and moderate-income households. The
gap between the supply of affordable
housing units and the number of lower
income households continues to widen.
The shortage of affordable housing is
reaching crisis proportions.

Development and preservation of
affordable housing using local, state 
and federal resources are priorities for
Home Properties. During the year, 15 of
our affordable communities with nearly
3,000 units were in various stages of
development or redevelopment.

We also have a substantial pipeline of
important developments to submit for
future funding. These activities gener-
ate substantial management and devel-
opment fee revenue. Net of associated
expenses, they contributed approxi-
mately 3% of our total FFO in 1999.

All the pieces add up
Bottom line, we increased our earnings
per share, as measured by FFO, by
13.7% in 1999. This allowed us to raise
our dividend by a record 10.4%, while
still retaining a larger percentage of 
our earnings.

Stable and growing cash flows now
exceed our dividends by a comfortable
margin. Therefore, we expect that fur-
ther increases in earnings will translate
into comparable increases in our divi-
dend. Nearly one third of our sharehold-
ers choose to reinvest their quarterly
dividends with our company through
our DRIP program. This also helps to
fuel our growth.

Positioned for a bright future
Our team’s achievements since we went
public in 1994 have been nothing short
of spectacular. Whatever benchmark we
use, whether it’s how many apartment
units we operate, our number of
employees or our total market capital-
ization, Home Properties has grown

approximately ten times its size since
our initial public offering—that’s a 
compounded growth rate of more 
than 50% annually!

Our goals for the next few years are
also ambitious. We will continue to
emphasize expansion in stable markets,
where there are barriers to new 
apartment development. With deeper
penetration into our target markets, 
we expect to benefit further from the 
operating efficiencies and pricing power
that come with increased market share.
Given our high standards for service
and value, supported by an ongoing
commitment to training and technology,
we hope to build on the dynamic results
of the past five years. 

While we will remain disciplined,
Home Properties will pursue a growth
strategy to take us to new heights in 
the coming years. With access to both
public and private capital, we are 

positioned to become the dominant
owner and manager of apartments in
several of our markets.

Please join us for our sixth annual
meeting of shareholders at the Strong
Museum in Rochester, New York on
Tuesday, May 2, 2000 at 2 pm EDT. This
has become a “standing room only”
event, so come early to assure a seat.

We are grateful for your support and
will work to earn your continued confi-
dence as we move into the new millen-
nium. As always, we welcome your
comments and suggestions at any time.

Norman Leenhouts Nelson B. Leenhouts
Chairman and President and 
Co-Chief Executive Officer Co-Chief Executive Officer

This annual report contains forward-looking statements. Although the
Company believes expectations reflected in such forward-looking statements are based on 
reasonable assumptions, it can give no assurance that its expectations will be achieved. Factors
that may cause actual results to differ include general economic and local real estate conditions,
the weather and other conditions that might affect operating expenses, the timely completion 
of repositioning activities, the actual pace of acquisitions, and continued access to capital to 
fund growth.
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Over the past five years, 

we have repeatedly exceeded even 

our own expectations.
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Five Years of Remarkable Results

On July 28, 1994, Home Properties’
stock began trading on the New
York Stock Exchange. This was a

momentous day in our company’s 32-
year history. At that time, we couldn’t
have imagined the growth and transfor-
mation that would follow. Since then,
we have repeatedly exceeded even our
own expectations. We’re glad that we
made the decision to go public and
believe that the public REIT structure is
the right vehicle to successfully execute
our long-term growth strategy.

As we look back over the past five
years, it is interesting to note the
changes we’ve made and the accom-
plishments we’ve achieved, while 
also considering what has remained 
the same.

We have expanded our senior 
management team, while all eleven
of the company officers at the time
of our IPO are still with Home
Properties today.
The six original independent 
directors are still serving today…
along with two excellent additions.

We have held onto an operating 
philosophy focused on customer
service and continuous improvement
to the condition of our communities.
Our entrepreneurial spirit, adherence
to family values and small-company
culture is still alive and kicking.

Compounded 
Annualized

Then … Now … Growth

7/28/94 versus 12/31/1999 (5.4 years)
Apartment Units Owned 3,065 33,807 55%
Apartment Units Managed 3,535 44,982 59%
Apartment Communities Operated 11 291 82%
Number of Employees 250 1,925 45%
Active in How Many States? 2 12 39%
Total Market Capitalization $148 million $1.7 billion 56%
HME Stock Price $19.00 $27.44 7%
Annualized Dividend $1.65 $2.12 5%
HME Value with Dividends Reinvested $19.00 $41.66 16%
Dow Jones Industrial Average 3,766 11,497 23%
NASDAQ Index 720 4,069 37%

1994 versus 1999 (5 years)
Average Monthly Rental Rates $538 $674 5%
Total Revenues $25 million $234 million 56%
Operating Expenses as Percentage of Revenues 47% 41% NA
Total FFO $10.6 million $89 million 53%
FFO/Share Diluted $1.76 $2.78 10%
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Our philosophy has always 

been to improve the condition of every 

property every year. 
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Operating Results

Quick highlights
Once again, Home Properties 
outperformed its peer group, with
exceptional FFO (funds from opera-
tions) growth. Results at our core
communities for 1999 included:

5.3% higher rental revenues;
a 15.6% increase in other 
property level income;
operating expense increases of
only 1.7%; and 
resulting growth in net operating
income of 9.0%. 
Non-core properties provided a
10.8% return on investment after
an allowance of 3% of revenues
for overhead costs.
In total, FFO increased by 58% in
1999, or by 13.7% when calculat-
ed on a diluted per-share basis.

Internal growth

Home Properties delivered strong
same-property performance in
1999, with extraordinary earnings

growth at our core communities. Our
growth in rental revenues reflected a
combination of 4.8% higher average
rental rates and an increase in average
occupancies from 94.0% to 94.5%. These
gains can be attributed to our dedicated,
site-based teams, strong markets, and to
physical improvements we made to our
properties through ongoing reposition-
ing activities. 

Overall, our operating expenses rose
at a slower pace than the rate of infla-
tion. While utility costs, insurance, real
estate taxes and snow removal costs
increased as anticipated, improved 
operating efficiencies allowed us to 
hold other site-level operating expenses 
close to last year’s levels. Our growing
portfolio of properties enabled Home
Properties to negotiate even more 
favorable terms for supplies and 
services purchased.

Our philosophy has always been to
improve the condition of every property
every year. Particular emphasis is
placed on upgrading recent acquisitions,

where the opportunities for value-added 
investments are greatest. With apart-
ment demand continuing to outpace
supply in our markets, the outlook for
same-property results in 2000 is very
encouraging.

External growth
In 1999, we invested $487 million in
apartment acquisitions that are generat-
ing returns in excess of our cost of capi-
tal. The actual yields being realized 
on our recent acquisitions continue to
exceed our internal underwriting targets.

Our increased activities in govern-
ment-assisted housing contributed to an
11.5% increase in gross management
and development fee revenues. These
revenue gains were largely offset by
increased outlays to expand our staff
and to carry additional land purchased
and held in inventory for future devel-
opment. These investments support 
our expanding pipeline of affordable
housing development opportunities,
which will contribute to revenue 
growth in the future. 

Generally accepted accounting principles include a 
significant non-cash expense for depreciation of real property,
which may have little or no direct relationship to the operating
performance or valuation of the property. Therefore, the
National Association of Real Estate Investment Trusts has 
adopted “funds from operations” (FFO) as an alternative to 
net income for measuring the performance of REITs. FFO is 
calculated by adding real property depreciation expense back 
to net income and adjusting for other extraordinary events.

While a standardized definition of FFO has gone a long way
towards differentiating the relative performance of REITs, it is 
generally acknowledged that FFO is not an adequate proxy for a
company’s dividend-paying ability, as it does not reflect the ongo-
ing repairs and replacements necessary to maintain a property’s
condition. Due to the multi-year useful life of some of these
replacements (such as appliances, carpets, paving, etc.), these
expenditures are capitalized and not expensed immediately.

Therefore, a reserve for such recurring capital expenditures
should be deducted from FFO, resulting in cash available for 
distribution (CAD).

Our management currently estimates that for 2000, an
appropriate capital replacement reserve for its apartment 
portfolio totals approximately $375 per unit, although additional
funds are being invested to upgrade communities. With 33,807
owned apartment units and 37 million shares and units out-
standing as of year-end, this adjustment for recurring capital
expenditures would result in CAD of approximately 34 cents
per share below reported FFO.

A review of FFO and CAD

Net Operating Income vs.
Consumer Price Index

(% growth over prior year at core communities)

+0.0%

+10.0%

+2.0%

+4.0%

+6.0%

+8.0%
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Consumer Price Index
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+5.9%
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Funds From Operations is calculated on a diluted basis and 
in conformance with NAREIT guidelines issued in1996.
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Established communities in desirable neighborhoods 

can be acquired and rehabilitated at prices well below

the cost of new construction.



1999 Annual Report

9

Market Environment

A bright future, based 
on market trends
Relatively low mortgage interest rates
for the past two years have elevated 
the national home ownership rate to
new highs. Nevertheless, professionally 
managed apartment communities have
gained occupants by attracting a larger
share of the renter population.
Individual landlords and small family
businesses cannot match the expanded
services and amenity packages now
being offered at larger communities.

In fact, many people prefer the 
convenience, friendly atmosphere and
amenities of apartment living, even
though they could afford to buy a home. 
In addition, with recent increases in
interest rates and home prices, home
ownership may now be out of reach for 
many prospective homebuyers.

During 1999, approximately 7% of
our residents left our communities to
purchase homes. While this is not a
large percentage of our customer base,
we believe that a slowing pace of home
buying could have a positive effect on
our resident-retention rates, and on our
future bottom line.

A closer look at our markets

T he markets in which we own and
operate properties are mature and
stable, with moderate levels of job

growth. Occupancies are relatively high,
and new-apartment construction is low
compared to the size of the existing
multifamily housing stock. We are 
able to acquire and modernize existing 
apartments at prices reflecting substan-
tial discounts to replacement costs.

Zoning restrictions, a scarcity of land
and high construction costs make new
development difficult to justify in many
of our markets. 

The cost of constructing new market-
rate properties today requires rents that
are beyond the price range of most
renters. Even those residents who could
afford significantly higher rents may 
not perceive enough added value to 
justify such premiums.

Below is a summary of demographic
information for Home Properties’ 
markets compared to the U.S. average.
(Detailed market information, including
our sources and our methodology, 
is contained in the Annual Report 
on Form 10-K located in the back 
cover pocket.)

Company Markets US Average
December 1999—12-month job growth 1.5% 2.1%

December 1999—unemployment rate 3.1%  3.7%
Median home value $132,000 $105,000
Net new multifamily supply as percentage of existing stock 0.6% 1.1%
Net new multifamily supply as percentage of estimated demand 47% 71%

Market Demographics Summary

Core Communities Current Owned CommunitiesCore Current
Units % Location Units %
7,734 55.1% New York 8,663 25.6%

Maryland 6,232 18.4%
3,482 24.8% Michigan 5,031 14.9%
2,282 16.2% Pennsylvania 4,461 13.2%

550 3.9% New Jersey 2,657 7.8%
DC 1,590 4.7%
Illinois 1,455 4.3%
Virginia 1,244 3.7%
Indiana 706 2.1%
Maine 596 1.8%
Connecticut 498 1.5%
Delaware 432 1.3%
Ohio 242 0.7%

14,048 100.0% Total 33,807100.0%

 NY

 MD PA

 NJ

 DC
 IL

 VA IN
 ME  CT

 DE
 OH

 MI

 NY

PA

MI

NJ

Quick overview
Barriers to new development have
limited the supply of apartment units
in most of our markets for the past
two decades and are expected to
keep a lid on construction for the
foreseeable future. This tips the 
balance of supply and demand in 
our favor. With our portfolio diversi-
fied over several markets, we are 
protected if there is a softening 
in any particular region.

At year-end, Home Properties
owned 126 apartment communi-
ties located in 12 states and 17 
distinct market areas.
During the year, we substantially
increased our holdings in: 
— Baltimore, MD (4,499 units),
— Northern VA/DC (1,042 units),
— Eastern PA (994 units),
— Chicago, IL (783 units),
— Detroit, MI (737 units),and 
— South Bend, IN (396 units).
We entered two new markets:
—  Central VA (1,244 units), and 
—  Delaware (432 units).
The geographic distribution of our
holdings has broadened beyond
our original focus in New York
State (now only 26% of our 
owned portfolio). 
Nearly half of our owned units are
now concentrated in the Mid-
Atlantic region.
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We have the vision and the “know-how” 

to unlock a property’s 

full potential—thereby allowing us to

achieve extraordinary returns.
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Acquisition Strategy

Quick highlights
Given the challenging capital mar-
kets environment, few REITs were
able to successfully execute acquisi-
tion strategies during 1999. In fact,
many REITs did an about-face and
became net sellers of real estate. Yet,
it was another year of significant
growth through acquisitions for
Home Properties.

Home Properties completed $487
million of acquisitions in 1999—a
record level of new investment.
Our acquisitions included 10,127
apartment units—resulting in a
41% net increase in the size of our
owned portfolio.
Our average purchase price per
unit was $48,000. 
Eighty percent of the apartment
units we acquired included UPRE-
IT units as a component of the
purchase price.
Conservative assumptions used
during the underwriting process
allowed us to beat our initial tar-
geted returns on recent acquisi-
tions.

(For a detailed look at our acquisi-
tions over the past two years, please
refer to Form 10-K, located in the
back cover pocket of this report.)

The Home Properties strategy

T he primary reason for acquisitions
is to supplement earnings growth
for our shareholders. We do this by

investing in properties that will gener-
ate returns at a positive spread above
our average cost of capital, both initially
and over the long term. 

As always, our strategy this past year
was a disciplined one. Volatility in both
the availability and cost of capital made
it difficult to lock in positive spreads.
When our window of opportunity was
open, we moved decisively to add to our
portfolio. But when the window was
closed, the Home Properties manage-
ment team had the patience to watch
and wait—while continuing to research
and negotiate possibilities for the future.

Our ability to avoid competitive bid-
ding situations has been a significant
factor in our acquisition successes to
date. There are not a lot of institutional
buyers seeking older communities in
our targeted markets. In several circum-
stances, we have been the only buyer
able to offer tax-deferred exchanges for
UPREIT units (limited partnership inter-
ests in our “umbrella” or “operating”
partnership).

We recognize that current and 
historical performance may not reflect
the potential value of a community. 
Our experience gives us the confidence
to create a future vision for each 
acquisition. By unlocking each proper-
ty’s full potential, we can achieve 
extraordinary returns.

Our typical acquisition candidate
The acquisition candidates most attrac-
tive to Home Properties are typically

well located, more than 20 years old,
solidly built with brick exteriors, and
frequently warrant $3,000-$10,000 in
improvements per unit. Improvements
can include new roofs, community 
centers, windows, kitchens and baths—
all of which add lasting value. 

We feel that we can achieve better
long-term results with less risk by
acquiring, upgrading and repositioning
mature properties, rather than by build-
ing or buying newer properties at prices
that approach their replacement cost.
By catching up on deferred mainte-
nance, increasing the levels of service
and adding amenities, we can success-
fully raise rents and (or) occupancy lev-
els. Many of these improvements also
reduce ongoing maintenance or utility
costs. Although actual returns may vary,
we usually expect initial yields of 9.5%
to 10% on our acquisitions, with addi-
tional growth as properties are 
repositioned. 

The outlook today
As we move into the new millennium,
our pipeline of acquisition opportunities
continues to flow. However, we will
remain very selective. Our target 
markets will continue to include select
metropolitan areas throughout the
Northeast, Mid-Atlantic and Midwest
United States. We have already estab-
lished a regional presence in these
areas. Further geographic specialization
will have a greater impact on operating
efficiencies than a widespread accumu-
lation of properties. In the years ahead,
we anticipate growing our market share
to levels where we are the dominant
owner in many of our regions.

Date # of Initial Purchase Price Per
Community Location Purchased Units Price Unit 
The Manor Apartments Leesburg, VA 2/19/99 198 $ 7,200,000 $ 36,364 
Ridgeway Court Yeadon, PA 2/26/99 66 2,150,000 32,576 
Springwells Park Dearborn, MI 4/8/99 303 18,200,000 60,066 
Sherwood Gardens Levittown, PA 5/27/99 103 4,100,000 39,806 
CRC Portfolio (7) Maryland/Virginia 7/1/99 3,722 180,600,000 48,522 
Maple Lane South Bend, IN 7/9/99 396 17,400,000 43,939 
Mid-Atlantic Portfolio(12) Maryland/Delaware 7/15/99 3,297 157,500,000 47,771
Ridley Portfolio (4) Philadelphia, PA 7/28/99 825 32,300,000 39,152 
The Colony Apartments Mt. Prospect, IL 9/1/99 783 41,800,000 53,384 
The Lakes Apartments Southfield, MI 11/5/99 434 26,000,000 59,908 
1999 Acquisition Totals/Averages 10,127 $487,250,000 $ 48,114 

1999 Acquisition Summary
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The development and management of 

government-assisted apartments help to 

satisfy a real need in our markets. 
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Affordable Housing

1999 highlights
As the shortage of safe and decent
affordable housing reaches crisis 
proportions, we are proud to be a
national leader in the development
and preservation of government
assisted housing. In fact, more 
than 9,000 units, a full 20% of 
the 45,000 units we operate, are
affordable housing. 

We had 15 affordable communities
with nearly 3,000 units in various
stages of development or rehabili-
tation during the year. 
Development fee revenues gener-
ated by affordable housing initia-
tives totaled $6.3 million, a 14%
increase over the prior year.
Management fee revenues
increased by 9% to $5.3 million,
largely due to increased affordable
housing activities.
Home Properties expanded its
development business by acquir-
ing the operations of Community
Investment Strategies, Inc. (CIS),
an affordable housing develop-
ment company located in New
Brunswick, NJ. 

A history of making 
housing affordable

Home Properties’ goal has always
been to provide superior quality
housing alternatives, regardless

of the targeted income group. Over the
years, we have developed and rehabili-
tated many affordable apartment com-
munities that provide comfortable,
secure and attractive homes for families
and single residents. Many of our com-
munities cater particularly to seniors.

Home Properties’ strategy has been 
to carefully expand our development
activities into areas where we have
already established operations. We 
currently operate and develop affordable
housing communities in six states. To
our knowledge, we are the only public
REIT that supplements its earnings
through tax-credit development.

Significant financial incentives are
necessary to support apartment com-
munities that are affordable for lower
income residents. The construction of a
financially feasible development often
requires several layers of assistance
through a combination of federal, state
and local sources. Of the various forms
of government incentives we utilize,
perhaps the most significant is the Low
Income Housing Tax Credit (LIHTC)
program.

How we make the most 
of tax credits
Each state has a limited allocation of 
tax credits available through the LIHTC
program, which makes access to these 
credits quite competitive. During 1999,
we received $13.6 million in low-income
tax credits and $4.2 million in low-inter-
est loans for three affordable housing
developments in New York State. 

We frequently use tax credits in 
combination with tax-exempt bond
financing. During 1999, we secured 
tax-exempt bond financing totaling 
$32.5 million for four developments
located in New York, New Jersey 
and Pennsylvania. 

Although REITS do not pay income
taxes at the corporate level, we benefit
from tax credits by serving as the man-
aging general partner. Limited 
partners contribute substantial equity 
in exchange for tax credits, while most
of the economic benefits of ownership
and management remain with Home
Properties. These benefits include:
• initial development fee revenues;
• substantial property management

fees;
• a majority of the project’s cash flow

after debt service, in the form of
“incentive management fees”; and

• participation in future equity 
build-up.

Management Fee Revenues*
1995—1999 (in millions)

0

$6.0

$2.0

$4.0

$3.0

$5.0

$1.0

1995

$1.2
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$4.9

1998
* including third party management fees

Development Fee Revenues
1995—1999 (in millions)
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Newly Constructed Under Rehabilitation Total Under Development
Development Communities Units Communities Units Communities Units 
Commenced 6 with 389 3 with 915 9 with 1,304
Completed 2 with 58  1 with 868 3 with 926
Continued 2 with 173  1 with 561  3 with 734

Total 10 with 620 5 with 2,344 15 with 2,964 

1999 Government-Assisted Development Activities
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Our stock and UPREIT units remain particularly 

attractive to yield-sensitive investors and potential 

property sellers.
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Capital Market Activities

1999 highlights
In spite of a sustained “capital
crunch” for the REIT sector, Home
Properties performed well in 1999.
We were able to access nearly $250
million of equity capital and had the
balance sheet capacity to permit a
conservative increase in borrowings.
We utilized these resources to fund
strategic acquisitions. In summary:

Our total market capitalization
reached $1.7 billion by year-end.
We issued $149 million of 
UPREIT units.
GE Capital purchased $50 million
of convertible preferred stock—
a testament to GE’s confidence in
our strategies and performance.
Through our dividend reinvest-
ment and direct stock purchase
plan (“DRIP”), we issued $49 
million of common stock.
We renewed our unsecured,
revolving credit facility of 
$100 million.
Our debt-to-total-market capitaliza-
tion ratio remained below 40%.
We increased our dividend in 
November by 10.4%.

Equity capital

Home Properties has not been
dependent on the fickle public
markets to fund its growth. 

We continue to use UPREIT units 
very successfully as currency for 
acquisitions. These UPREIT units can
be exchanged for Home Properties’
stock on a one-for-one basis.

This type of tax-deferred exchange is
tremendously appealing to sellers with
large embedded capital gains. The sell-
ers can be freed of management respon-
sibilities, while enjoying a secure and
growing dividend and the peace of mind
that comes from owning a liquid securi-
ty. Given the significant tax benefits
associated with these transactions, sell-
ers are often willing to accept a reduced
price for their properties.

We continued to run our DRIP
throughout the year. Proceeds came 
primarily from the reinvestment of 
dividends and from a broad base of 
individual investors who were restricted
to purchasing a maximum of $5,000 of
stock each month. While some months
this meant selling shares below our
desired price levels, on balance, this has
been a tremendously effective capital
raising tool for our company. When con-
ditions permitted, we were able to offset
these sales by repurchasing our own
shares in the open market at even lower
prices. In total, our company invested
$3 million to buy back stock in 1999.

Debt capital
We assumed $203 million of mortgages
in connection with property acquisi-
tions completed during 1999. At year-
end, 92% of our debt was at fixed rates

of interest, with staggered maturity
dates. The average interest rate was
7.4%, with an average maturity of 12
years. Only $5 million out of $619 
million of total mortgage debt matures
over the next two years. 

We closed the year with $51 million
outstanding on our $100 million revolv-
ing credit facility. Throughout the year,
we operated well within our financial
covenants. Our recurring earnings
before interest and depreciation
amounted to 3.25 times our interest
expense.

Dividends
For the fifth consecutive year, Home
Properties increased its dividend rate—
this time by a record 10.4%. Although
this was a significant increase, once
again, it was less than our rate of
increase in FFO. As a result, our payout
ratio declined further, to only 71% of
our FFO. 

Home Properties’ board of directors
plans to consider future dividend
increases that more closely match our
rate of FFO growth. We do not believe it
is necessary to retain internally generat-
ed cash flow to fund external growth.
The exercise of justifying our last use 
of capital to the market is a healthy 
discipline for our industry. Our efficient
access to capital has helped us to avoid
incurring large transaction costs to 
“re-raise” distributed dollars.

Through a combination of creativity
and discipline, we anticipate that Home
Properties will have consistent access to
debt and equity capital at competitive
terms into 2000 and beyond.

Debt Capital
As of 12/31/99

Sources of Equity Capital in 1999 Equity Capital
As of 12/31/99

Convertible
Preferred Stock

(9%) Common
Stock
(53%)Operating

Partnership
Interests
(38%)

Unsecured
Line Balance

(7%)

Floating Rate
Mortgages

(1%)

Fixed Rate
Mortgages

(92%)
Total $670 MillionTotal $1.0 Billion

$27.4375/Share
Total $250 Million

UPREIT Units
$149M (60%)

Convertible
Preferred $50M

(20%)

Insider Purchases
 $2M (1%)

DRIP $49M (19%)
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Continuous attention is focused 

on enhancing the quality of living 

for our residents.
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Property Management

1999 highlights
Every role in property management
is critical to our success.  Each day,
we affect the lives of real people.
Our philosophy is that if senior man-
agement works to serve our employ-
ees, who in turn serve our residents,
then everyone wins—including our
shareholders.

Internal growth in net operating
income from our core communi-
ties averaged 9.0%—a new record
for us!
The total number of apartment
units under management
increased by 31%, to nearly 
45,000 units.
In our ongoing efforts to upgrade
and reposition properties for maxi-
mum potential, we invested $61
million in capital expenditures at
our wholly owned communities.
At the end of 1999, we employed 
a total of 1,925 people, including 
180 located at our central office in
Rochester, New York, 85 located at
9 other regional offices, and 1,660
at our 291 sites in 12 states.
17 recently acquired communities
adopted the Home Properties
Pledge of customer satisfaction, to
demonstrate our commitment to
service and encourage feedback
from residents. In total, 66% of
our wholly owned communities
were “Pledge Keepers” in 1999.

Fundamental principles of 
property management

H ome Properties’ core principle is
service. Our executives are at the
service of our regional manage-

ment teams, and our regional teams
work to serve the site team at each com-
munity. By focusing on the qualities of
what we call “servant leadership,” we
enable our people to make cost-effective
decisions that benefit our residents. Our
“Top 10 List” of property-management
objectives is as follows:
1. Stay focused on our residents.
2. Maintain excellent leadership and

management.
3. Create and maintain high-perform-

ance teams at each community.
4. Develop an annual business plan for

each community.
5. Provide excellent professional 

support.
6. Maintain win/win relationships 

with all departments within our
company.

7. Provide convenient access to cur-
rent information at all levels.

8. Keep bureaucratic processes to a
minimum.

9. Stay fast on our feet.
10. Enhance and promote the company’s

outstanding reputation at every level.

Like people, each apartment commu-
nity is unique. Our decentralized man-
agement structure has allowed us to
digest significant growth without sacri-
ficing quality or attention to details. Our
regional and site-level teams have the
authority and flexibility to make deci-
sions that work in the best interest of
our residents, and ultimately, our share-
holders. Our Home Properties Pledge 
of customer satisfaction and regular
feedback from resident surveys assure
us that we are delivering the quality of
service our customers deserve.

Plans for the future
With ten regional offices now in place,
we are well positioned to absorb 
additional growth.

Our growing portfolio of properties
will help us to achieve additional pur-
chasing power and economies of scale.
We also see continued opportunities 
for revenue-enhancing improvements.
Finally, our increased market penetra-
tion and reputation for customer service
are making Home Properties the first
choice for prospective apartment resi-
dents. We believe that these factors will
allow us to continue to outperform our
competition.

Stable Occupancy and Rental Rate Growth

2.0%

5.0%

2.5%
3.0%
3.5%
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Rental Rate Growth Occupancies
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Reflects Core Properties
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State-of-the-art training and technology 

help us to attract and retain 

loyal employees and residents.
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Information Systems and Training

Quick overview
Our information systems team works
behind the scenes to enable our
employees and customers to achieve
their goals efficiently. We work to
identify and embrace new and
emerging technology that supports
our company’s continued growth 
and improved performance. We use
technology to:

market and differentiate our 
communities;
minimize the geographic distance
between employees by keeping
them connected;
provide access to information that
allows for informed decisions and
performance tracking; and 
help attract and retain talented 
employees.
Our company places a significant

emphasis on training—providing
information, structure and support
for geographically diverse employees.
Training covers a broad range of 
topics, including:

property management, marketing
and maintenance procedures;
use of administrative and business
software;
fair housing regulations; and
safety and employment practices.

Home Properties online

In 1999, we made significant techno-
logical advancements, including
expansions to our data and voice

network, improved user support and
increased access to information. We
installed a wide-area network that
enables cost-effective data and voice
communication between ten regional
offices and our central office in
Rochester. The network allows us to 
easily share information. It also pro-
vides faster and less expensive access to
mission-critical applications and fully
integrates our telephone systems. 

This year, we also rolled out a “one-
stop shopping” help desk where employ-
ees call one number to get assistance
with all of their technology needs. From
equipment purchasing requests to assis-
tance with our property management
software, our help desk provides users
with ready assistance to answer ques-
tions and maintain productivity. It also
allows us to better track employee
needs and performance. 

Since each of our communities is
unique, each deserves individual 
attention in setting long-term plans and
financial goals. This year, we developed
a state-of-the-art business-planning tool
that enables us to automatically extract
data from our property management,
accounting and payroll systems to pro-
duce a unique business plan for each

community. Based on the success 
of this new software, we will continue 
to develop additional applications to
enhance the performance of our 
community based teams.

The Internet is proving to be a cost-
effective way to provide information to
current and potential residents, share-
holders, apartment sellers and employ-
ees—at their convenience. During 1999,
our website and other internet sources
generated 11% of all prospect inquiries
and 7% of new leases. This year,
www.homeproperties.com is undergoing
a facelift, which will provide even 
better access to company information 
in a lighter, more personal and 
interactive style.

Training for success
Through training, our employees learn
the technical skills needed for success,
while also learning more about our 
corporate culture and mission. We are
currently standardizing our corporate
and regional training curriculum and
making it available throughout the
organization using various tools for 
individual and group communication. 

By providing world-class training and
technical support, we are able to attract
and retain excellent employees who can
better serve our residents.

We work to identify 
and embrace new and
emerging technology that
supports our company’s
continued growth and
improved performance.
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Adding Value Through Repositioning

W e continue to upgrade and
reposition our properties to
create long term value—a sig-

nificant task which yields high returns.
For example, we remodeled over 3,300
kitchens in 1999, generating rental 
premiums for those units. We also

replaced nearly 10,000 windows, which
will provide residents with additional 
comfort while we benefit from savings
in utility costs. (Heat is included in the
rent at nearly 70% of our units, which 
is customary in our markets.) 

We opened 10 new community 
centers, with twice as many on the

drawing board for 2000. These commu-
nity centers are the heart and soul of
our communities. They provide recre-
ational and meeting facilities for our
residents, while also housing attractive
new marketing centers.
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B ringing new life to historically
significant structures and land-
marks is a very gratifying part of

our work, which also frequently earns
favorable recognition from community
organizations. This year, Home
Properties received the Barber Conable
Award from the Landmark Society of
Western New York for our adaptation of
the former St. Bernards Seminary into
147 units of affordable senior housing.
This award was presented for our 
“outstanding rehabilitation of one of 
the major landmark properties in 
the region.”

Clockwise from top: Exterior of
St. Bernards; staircase renova-
tion; adaptation of former
chapel to a community center;
and award reception, from 
(l to r), Norman Leenhouts,
Nelson Leenhouts, Cherral
Schleede, Richard Crossed, with
Henry McCartney, Executive

Recognized for Rehabilitating Communities

Director and Paul Nunes, President,
Board of Trustees of the Landmark
Society of Western New York.

Reception photo is courtesy of 
the Landmark Society of Western
New York.
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Home Properties of New York, Inc. Consolidated Balance Sheets
December 31, 1999 and 1998 (In thousands, except share and per share data)

1999 1998
ASSETS
Real estate:  

Land $ 194,468 $ 119,221  
Buildings, improvements and equipment 1,286,285 821,567

1,480,753 940,788  
Less: accumulated depreciation (  101,904) (   65,627)

Real estate, net 1,378,849 875,161

Cash and cash equivalents 4,742 33,446
Cash in escrows 28,281 17,431
Accounts receivable 6,842 6,269
Prepaid expenses 9,423 6,155
Deposits 897 175
Investment in and advances to affiliates 63,450 54,229
Deferred charges 2,610 2,749
Other assets        8,523 16,620

Total assets $1,503,617 $1,012,235

LIABILITIES AND STOCKHOLDERS’ EQUITY
Mortgage notes payable $618,901 $418,942
Line of credit              50,800 –
Accounts payable 11,765 8,300
Accrued interest payable 3,839 1,962
Accrued expenses and other liabilities 6,391 4,962
Security deposits    14,918 11,404

Total liabilities  706,614 445,570 

Minority interest  299,880 204,709
Commitments and contingencies
Stockholders’ equity:   

Preferred stock, $.01 par value; 10,000,000 shares authorized:
9.0% Series A convertible cumulative preferred stock, liquidation preference of 

$21.00 per share; 1,666,667 shares issued and outstanding 35,000 –  
8.36% Series B convertible cumulative preferred stock, liquidation preference of 

$25.00 per share; 2,000,000 shares issued and outstanding 50,000 –   
Common stock, $.01 par value; 80,000,000 shares authorized; 19,598,464 and 

17,635,000 shares issued and outstanding at December 31, 1999 and 1998, respectively 196 177   
Excess stock, $.01 par value; 10,000,000 shares authorized; no shares issued – –   
Additional paid-in capital 460,078 401,814   
Distributions in excess of accumulated earnings (    38,294) (    26,622)   
Unrealized loss on available-for-sale securities – (      1,607)   
Treasury stock, at cost, 0 and 79,600 shares at December 31, 1999 and 1998, respectively – (      1,863)   
Officer and director notes for stock purchases (      9,857) (      9,943)

Total stockholders’ equity    497,123 361,956
Total liabilities and stockholders’ equity $1,503,617 $1,012,235

Total shares/UPREIT units outstanding at December 31 on a diluted basis 36,978,975 27,564,461
The complete Consolidated Financial Statements and Notes thereto and the Report of Independent Accountants thereon, Management’s Discussion and Analysis of 
Financial Condition and Results of Operations, as well as Selected Financial and Operating Data are included in the Annual Report on Form 10-K for the fiscal year ended
December 31, 1999 located in the back cover pocket.
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Home Properties of New York, Inc. Consolidated Statements of Operations
For the Years Ended December 31, 1999, 1998 and 1997 (In thousands, except share and per share data)

1999 1998 1997
Revenues:  

Rental income $217,591 $137,557 $ 64,002  
Property other income 6,878 3,614 2,222  
Interest and dividend income 7,092 5,102 2,196  
Other income    2,902 2,970   1,277

Total Revenues 234,463 149,243 69,697

Expenses:  
Operating and maintenance 95,200 63,136 31,317  
General and administrative 10,696 6,685 2,255  
Interest 39,558 23,980 11,967  
Depreciation and amortization  37,350 23,191 11,200  
Loss on available-for-sale securities    2,123 – –  
Non-recurring acquisition expense    6,225 –           –

Total Expenses 191,152 116,992 56,739

Income before gain (loss) on disposition of  
property, minority interest and extraordinary item 43,311 32,251 12,958

Gain (loss) on disposition of property      457 – (1,283)

Income before minority interest and  extraordinary item 43,768 32,251 11,675
Minority interest 17,390 12,603    4,248
Income before extraordinary item 26,378 19,648 7,427
Extraordinary item, prepayment penalties, net of $78 in 1999, $595 in 1998 and  

$737 in 1997 allocated to minority interest      ( 96) ( 960)  ( 1,037)
Net income before preferred dividend 26,282 18,688 6,390

Preferred dividend ( 1,153) — —

Net income available to common shareholders 25,129 18,688 6,390
Adjustments needed to reconcile to Funds From Operations:

Preferred dividend 1,153 — —
Minority interest 17,390 12,603 4,248
Extraordinary item 96 960 1,037
Non-recurring expense 6,225 294 —
Depreciation from real property 37,015 22,982 11,063
Depreciation from real property from unconsolidated entities 458 733 324
Disposition of property 1,666 — 1,283

Funds From Operations $ 89,132 $ 56,260 $ 24,345
Weighted average shares/units outstanding:

Basic 31,513,796 22,871,741 11,373,865
Diluted 32,044,911 22,995,849 11,516,144

Basic earnings per share data:  
Income before extraordinary item $   1.35 $     1.41 $   1.00  
Extraordinary item ($     .01) ($       .07) ($       .14)  

Net income available to common shareholders $   1.34 $     1.34 $       .86

Diluted earnings per share data:  
Income before extraordinary item $   1.34 $    1.40 $       .98  
Extraordinary item          – ($     .07) ($     .14)  
Net income available to common shareholders $   1.34 $     1.33 $       .84

Weighted average number of shares outstanding:  
Basic 18,697,731 13,898,221 7,415,888  
Diluted 18,800,907 14,022,329 7,558,167

The complete Consolidated Financial Statements and Notes thereto and the Report of Independent Accountants thereon, Management’s Discussion and Analysis of 
Financial Condition and Results of Operations, as well as Selected Financial and Operating Data are included in the Annual Report on Form 10-K for the fiscal year ended
December 31, 1999 located in the back cover pocket.
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Reports and news releases
You may obtain additional company information over the Internet at our web site,
www.homeproperties.com. We maintain a supplemental contact list for individuals
who want to receive copies of company information by e-mail, fax or mail. A response
card to request shareholder information is attached for your convenience.

Dividend reinvestment and direct stock purchase plan
The company offers its shareholders and non-shareholders the opportunity 
to purchase additional shares of common stock directly from Home Properties
through our Dividend Reinvestment and Direct Stock Purchase Plan. Reinvested 
dividends and cash purchases of up to $5,000 each month are typically discounted
by 3% from the average market price. Larger cash purchases may be negotiated
directly with the company. For a copy of the Plan Prospectus, please contact our
central office.

Additional information
The common shares of Home Properties trade on the New York Stock Exchange
under the symbol HME.

As of February 14, 2000, Home Properties had approximately 4,287 shareholders
of record, 19,800,420 shares (plus operating partnership units and shares of preferred
stock convertible into 17,381,047 shares) were outstanding, and the closing price 
was $26.38.

The sixth Annual Meeting of Shareholders will be held at 2:00 PM EDT on
Tuesday, May 2, 2000, at the Strong Museum in Rochester, New York.

Central Office
Home Properties
850 Clinton Square
Rochester, New York 14604-1795
716-546-4900

Transfer Agent and 
Dividend Disbursing Agent
ChaseMellon Shareholder Services
P.O. Box 3338
South Hackensack, NJ 07606-1938
888-245-0458

General Counsel
Nixon Peabody LLP
900 Clinton Square
Rochester, New York 14604-1730

Auditors
PricewaterhouseCoopers LLP
1100 Bausch & Lomb Place
Rochester, New York 14604-2705

Dividend Paid FFO(diluted)
High Low per share per share

January 1, 1998 through March 31, 1998 $28-1/16 $24-15/16 $0.450 $0.525

April 1, 1998 through June 30, 1998 $27-7/8 $24-7/8 $0.450 $0.596

July 1, 1998 through September 30, 1998 $27-3/16 $21-3/16 $0.450 $0.636

October 1, 1998 through December 31, 1998 $26-15/16 $24-1/4 $0.480 $0.657

January 1, 1999 through March 31, 1999 $26-1/8 $22-15/16 $0.480 $0.606

April 1, 1999 through June 30, 1999 $29-1/8 $22-1/4 $0.480 $0.685

July 1, 1999 through September 30, 1999 $28-7/8 $26-1/16 $0.480 $0.727

October 1, 1999 through December 31, 1999 $28-1/8 $24-13/16 $0.530 $0.743

The company’s policy is to pay quarterly dividends.

Shareholder Information

Quarterly Stock Price, Dividend and FFO Information

I nvesting in companies that operate
by the principles of good corporate
citizenship is a conscious choice

being made by a growing number 
of individuals.  

Your investment in Home
Properties supports social responsibili-
ty while providing you with competi-
tive and dependable returns. Your con-
firmation of our philosophy helps us
make a difference in many lives.

Home Properties is committed to 
this pursuit in many ways, by:

maintaining high standards for our
residents’ quality of life;
emphasizing customer service and 
resident satisfaction;
contributing to the economic 
and physical revitalization of 
neighborhoods;
encouraging equal access to employ-
ment and training opportunities;
supporting employees involved in
community activities; and
providing affordable housing for all.

Socially responsible investing
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s our company expands to new communities and new
markets, “The Pledge” continues to be an important
marketing tool and the foundation on which we are

building our name-brand reputation. The Pledge has also
proven to be a powerful way to reinforce our commitment 
to quality and customer service throughout our growing
organization. As recently acquired communities adopt The

Pledge, the amount of pride and dedication demonstrated
by site-level employees is overwhelming. Although The
Pledge incorporates a money-back guarantee, the actual
amount of refunds has been minimal—a small investment
to attract valuable customer feedback and ensure that we
are providing consistent, high quality service across all of
our communities and regions.

A
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850 Clinton Square
Rochester, NY 14604
716-546-4900
www.homeproperties.com

Owings Run Apartments, 504 units, Owings Mills, MD

Seminary Towers Apartments, 548 units, Alexandria, VA

The Manor Apartments, 198 units, Leesburg, VA

The Colony Apartments, 783 units, Mt. Prospect, IL

Bonnie Ridge, 966 units, Baltimore, MD

Springwells Park Apartments, 303 units, Dearborn, MI

1999 Acquisitions


