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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K

☑ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the fiscal year ended December 31, 2017 

OR

☐ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from                      to                     

Commission file number 1-10524 (UDR, Inc.)

Commission file number 333-156002-01 (United Dominion Realty, L.P.)

UDR, Inc.

United Dominion Realty, L.P.

(Exact name of registrant as specified in its charter)

Maryland (UDR, Inc.) 54-0857512
Delaware (United Dominion Realty, L.P.) 54-1776887
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

1745 Shea Center Drive, Suite 200, Highlands Ranch, Colorado 80129
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(Address of principal executive offices) (zip code)

Registrant’s telephone number, including area code: (720) 283-6120

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered
Common Stock, $0.01 par value (UDR, Inc.) New York Stock Exchange

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

(Title of Class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

UDR, Inc. Yes ☑ No ☐
United Dominion Realty, L.P. Yes ☐ 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.

UDR, Inc. Yes ☐ No ☑
United Dominion Realty, L.P. Yes ☐ 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.

UDR, Inc. Yes ☑ No ☐
United Dominion Realty, L.P. Yes ☑ No ☐

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, 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).

UDR, Inc. Yes ☑ No ☐
United Dominion Realty, L.P. Yes ☑ No ☐

Indicate by check mark 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
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incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. ☑

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act. (Check one):

UDR, Inc.:
Large accelerated filer ☑Accelerated filer ☐Non-accelerated filer ☐ Smaller reporting company 

(Do not check if a smaller reporting company)Emerging growth company 

United Dominion Realty, L.P.:

Large accelerated filer ☐
Accelerated filer
☐ Non-accelerated filer ☑ Smaller reporting company 

(Do not check if a smaller reporting
company)

Emerging growth company 

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

UDR, Inc. Yes ☐ No ☑
United Dominion Realty, L.P. Yes ☐ No ☑

The aggregate market value of the shares of common stock of UDR, Inc. held by non-affiliates on June 30, 2017 was
approximately $3.6 billion. This calculation excludes shares of common stock held by the registrant’s officers and
directors and each person known by the registrant to beneficially own more than 5% of the registrant’s outstanding
shares, as such persons may be deemed to be affiliates. This determination of affiliate status should not be deemed
conclusive for any other purpose. As of February 16, 2018, there were 268,160,029 shares of UDR, Inc.’s common
stock outstanding.

There is no public trading market for the partnership units of United Dominion Realty, L.P. As a result, an aggregate
market value of the partnership units of United Dominion Realty, L.P. cannot be determined.

DOCUMENTS INCORPORATED BY REFERENCE

The information required by Part III of this Report, to the extent not set forth herein, is incorporated by reference from
UDR, Inc.’s definitive proxy statement for the 2018 Annual Meeting of Stockholders.

This Annual Report on Form 10-K includes financial statements required under Rule 3-09 of Regulation S-X for UDR
Lighthouse DownREIT L.P.
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EXPLANATORY NOTE

This Report combines the annual reports on Form 10‑K for the fiscal year ended December 31, 2017 of UDR, Inc., a
Maryland corporation, and United Dominion Realty, L.P., a Delaware limited partnership, of which UDR, Inc. is the
parent company and sole general partner. Unless the context otherwise requires, all references in this Report to “we,” “us,”
“our,” the “Company,” “UDR” or “UDR, Inc.” refer collectively to UDR, Inc., together with its consolidated subsidiaries and
joint ventures, including United Dominion Realty, L.P. and UDR Lighthouse DownREIT L.P. (the “DownREIT
Partnership”), both Delaware limited partnerships of which UDR is the sole general partner. Unless the context
otherwise requires, the references in this Report to the “Operating Partnership” or the “OP” refer to United Dominion
Realty, L.P., together with its consolidated subsidiaries. “Common stock” refers to the common stock of UDR and
“stockholders” means the holders of shares of UDR’s common stock and preferred stock. The limited partnership
interests of the Operating Partnership and the DownREIT Partnership are referred to as “OP Units” and “DownREIT
Units” respectively, and the holders of the OP Units and DownREIT Units are referred to as “unitholders.” This
combined Form 10‑K is being filed separately by UDR and the Operating Partnership.

There are a number of differences between the Company and the Operating Partnership, which are reflected in our
disclosure in this Report. UDR is a real estate investment trust (“REIT”), whose most significant asset is its ownership
interest in the Operating Partnership. UDR also conducts business through other subsidiaries, including its taxable
REIT subsidiary (“TRS”). UDR acts as the sole general partner of the Operating Partnership, holds interests in
subsidiaries and joint ventures, owns and operates properties, issues securities from time to time and guarantees debt
of certain of our subsidiaries. The Operating Partnership conducts the operations of a substantial portion of the
business and is structured as a partnership with no publicly traded equity securities. The Operating Partnership has
guaranteed certain outstanding debt of UDR.

As of December 31, 2017, UDR owned 110,883 units (100%) of the general partnership interests of the Operating
Partnership and 174,126,805 OP Units, representing approximately 95.0% of the  total outstanding OP Units in the
Operating Partnership. UDR conducts a substantial amount of its business and holds a substantial amount of its assets
through the Operating Partnership, and, by virtue of its ownership of the OP Units and UDR’s role as the Operating
Partnership’s sole general partner, UDR has the ability to control all of the day-to-day operations of the Operating
Partnership. Separate financial statements and accompanying notes, as well as separate discussions under
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” “Market for Registrant’s
Common Equity, Related Stockholder Matters and Issuer Purchasers of Equity Securities” and “Control and Procedures”
are presented in this report for each of UDR and the Operating Partnership. In addition, certain disclosures in “Business”
are separated by entity to the extent that the discussion relates to UDR’s business outside of the Operating Partnership.
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PART I

Forward-Looking Statements

This Report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1934. Such forward-looking statements include, without limitation,
statements concerning property acquisitions and dispositions, development activity and capital expenditures, capital
raising activities, rent growth, occupancy, and rental expense growth. Words such as “expects,” “anticipates,” “intends,”
“plans,” “likely,” “will,” “believes,” “seeks,” “estimates,” and variations of such words and similar expressions are intended to
identify such forward-looking statements. Such statements involve known and unknown risks, uncertainties and other
factors which may cause our actual results, performance or achievements to be materially different from the results of
operations or plans expressed or implied by such forward-looking statements. Such factors include, among other
things, unfavorable changes in the apartment market, changing economic conditions, the impact of inflation/deflation
on rental rates and property operating expenses, expectations concerning availability of capital and the stabilization of
the capital markets, the impact of competition and competitive pricing, acquisitions, developments and
redevelopments not achieving anticipated results, delays in completing developments, redevelopments and lease-ups
on schedule, expectations on job growth, home affordability and demand/supply ratio for multifamily housing,
expectations concerning development and redevelopment activities, expectations on occupancy levels and rental rates,
expectations concerning joint ventures with third parties, expectations that automation will help grow net operating
income, and expectations on annualized net operating income.

The following factors, among others, could cause our future results to differ materially from those expressed in the
forward-looking statements:

general economic conditions;

unfavorable changes in apartment market and economic conditions that could adversely affect occupancy levels and
rental rates;

the failure of acquisitions to achieve anticipated results;

possible difficulty in selling apartment communities;

competitive factors that may limit our ability to lease apartment homes or increase or maintain rents;

insufficient cash flow that could affect our debt financing and create refinancing risk;

failure to generate sufficient revenue, which could impair our debt service payments and distributions to stockholders;

development and construction risks that may impact our profitability;

potential damage from natural disasters, including hurricanes and other weather-related events, which could result in
substantial costs to us;

risks from extraordinary losses for which we may not have insurance or adequate reserves;

risks from cybersecurity breaches of our information technology systems and the information technology systems of
our third party vendors and other third parties;
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uninsured losses due to insurance deductibles, self-insurance retention, uninsured claims or casualties, or losses in
excess of applicable coverage;

delays in completing developments and lease-ups on schedule;

our failure to succeed in new markets;

changing interest rates, which could increase interest costs and affect the market price of our securities;

1

Edgar Filing: UDR, Inc. - Form 10-K

9



Table of Contents

potential liability for environmental contamination, which could result in substantial costs to us;

the imposition of federal taxes if we fail to qualify as a REIT under the Code in any taxable year;

our internal control over financial reporting may not be considered effective which could result in a loss of investor
confidence in our financial reports, and in turn have an adverse effect on our stock price; and

changes in real estate laws, tax laws and other laws affecting our business.

A discussion of these and other factors affecting our business and prospects is set forth in Part I, Item 1A. Risk
Factors. We encourage investors to review these risk factors.

Although we believe that the assumptions underlying the forward-looking statements contained herein are reasonable,
any of the assumptions could be inaccurate, and therefore such statements included in this Report may not prove to be
accurate. In light of the significant uncertainties inherent in the forward-looking statements included herein, the
inclusion of such information should not be regarded as a representation by us or any other person that the results or
conditions described in such statements or our objectives and plans will be achieved.

Forward-looking statements and such risks, uncertainties and other factors speak only as of the date of this Report,
and we expressly disclaim any obligation or undertaking to update or revise any forward-looking statement contained
herein, to reflect any change in our expectations with regard thereto, or any other change in events, conditions or
circumstances on which any such statement is based, except to the extent otherwise required by law.

2
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Item 1. BUSINESS

General

UDR is a self-administered real estate investment trust, or REIT, that owns, operates, acquires, renovates, develops,
redevelops, disposes of, and manages multifamily apartment communities generally located in high barrier-to-entry
markets throughout the United States. The high barrier-to-entry markets are characterized by limited land for new
construction, difficult and lengthy entitlement processes, low single-family home affordability and strong employment
growth potential. At December 31, 2017, our consolidated real estate portfolio included 127 communities located in
19 markets, with a total of 39,998 completed apartment homes, which are held directly or through our subsidiaries,
including the Operating Partnership and the DownREIT Partnership, and consolidated joint ventures. In addition, we
have an ownership interest in 29 communities containing 7,286 apartment homes through unconsolidated joint
ventures or partnerships. As of December 31, 2017, the Company was developing two wholly-owned communities
with 1,101 apartment homes, 300 of which have been completed, and two unconsolidated joint venture communities
with 533 apartment homes, none of which have been completed.

At December 31, 2017, the Operating Partnership’s consolidated real estate portfolio included 53 communities located
in 15 markets, with a total of 16,698 completed apartment homes. The Operating Partnership owns, operates, acquires,
renovates, develops, redevelops, and manages multifamily apartment communities generally located in high
barrier-to-entry markets located throughout the United States. During the year ended December 31, 2017, revenues of
the Operating Partnership represented approximately 43% of our total rental revenues.

UDR has elected to be taxed as a REIT under the Internal Revenue Code of 1986, as amended, which we refer to in
this Report as the “Code.” To continue to qualify as a REIT, we must continue to meet certain tests which, among other
things, generally require that our assets consist primarily of real estate assets, our income be derived primarily from
real estate assets, and that we distribute at least 90% of our REIT taxable income (other than our net capital gains) to
our stockholders annually. As a REIT, we generally will not be subject to U.S. federal income taxes at the corporate
level on our net income to the extent we distribute such net income to our stockholders annually. In 2017, we declared
total distributions of $1.24 per common share and paid dividends of $1.225 per common share.

Dividends Dividends
Declared in Paid in
2017 2017

First Quarter $ 0.310 $ 0.295
Second Quarter 0.310 0.310
Third Quarter 0.310 0.310
Fourth Quarter 0.310 0.310
Total $ 1.240 $ 1.225

UDR was formed in 1972 as a Virginia corporation. In June 2003, we changed our state of incorporation from
Virginia to Maryland. The Operating Partnership is the successor-in-interest to United Dominion Realty, L.P., a
limited partnership formed under the laws of Virginia, which commenced operations in 1995. The Operating
Partnership was redomiciled in 2004 as a Delaware limited partnership. Our corporate offices are located at 1745 Shea
Center Drive, Suite 200, Highlands Ranch, Colorado and our telephone number is (720) 283‑6120. Our website is
www.udr.com. The information contained on our website, including any information referred to in this Report as
being available on our website, is not a part of or incorporated into this Report.
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As of February 16, 2018, we had 1,502 full-time associates and 40 part-time associates, all of whom were employed
by UDR.

Reporting Segments

We report in two segments: Same-Store Communities and Non-Mature Communities/Other.

Our Same-Store Communities segment represents those communities acquired, developed, and stabilized prior to
January 1, 2016, and held as of December 31, 2017. These communities were owned and had stabilized occupancy
and operating expenses as of the beginning of the prior year, there is no plan to conduct substantial redevelopment
activities, and the communities are not classified as held for disposition at year end. A community is considered to
have stabilized occupancy once it achieves 90% occupancy for at least three consecutive months.

3
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Our Non-Mature Communities/Other segment represents those communities that do not meet the criteria to be
included in Same-Store Communities, including, but not limited to, recently acquired, developed and redeveloped
communities, and the non-apartment components of mixed use properties. For additional information regarding our
operating segments, see Note 15, Reportable Segments, in the Notes to the UDR Consolidated Financial Statements
included in this Report and Note 11, Reportable Segments, in the Notes to the Operating Partnership’s Consolidated
Financial Statements included in this Report.

Business Objectives

Our principal business objective is to maximize the economic returns of our apartment communities to provide our
stockholders with the greatest possible total return and value. To achieve this objective, we intend to continue to
pursue the following goals and strategies:

· own and operate apartments in high barrier-to-entry markets, which are characterized by limited land for new
construction, difficult and lengthy entitlement processes, low single-family home affordability and strong
employment growth potential, thus enhancing stability and predictability of returns to our stockholders;

· manage real estate cycles by taking an opportunistic approach to buying, selling, renovating, redeveloping, and
developing apartment communities;

· empower site associates to manage our communities efficiently and effectively;
· measure and reward associates based on specific performance targets; and
· manage our capital structure to help enhance predictability of liquidity, earnings and dividends.
2017 Highlights

In July 2017, the Company marked its 45th year as a REIT and, in October 2017, paid its 180th consecutive quarterly
dividend. The Company’s annualized declared 2017 dividend of $1.24 represented a 5.1% increase over the
previous year.

We achieved Same-Store revenue growth of 3.7% and Same-Store net operating income (“NOI”) growth of 3.8%.

We completed two developments held by unconsolidated joint ventures in Irvine, CA and Mountain View, CA with a
total of 536 apartment homes.

We completed three redevelopment projects in San Francisco, CA, Austin, TX and Dallas, TX.

As of December 31, 2017, we were developing two wholly-owned communities and two communities held by
unconsolidated joint ventures.

We acquired a community in Denver, CO with 218 apartment homes and increased our ownership from 49% to 100%
in an operating community located in Seattle, WA with 244 apartment homes for a total of approximately $207.5
million. The acquisition in Denver, CO will be fully or partially funded with tax-deferred like-kind exchanges under
Section 1031 of the Internal Revenue Code of 1986.

We recognized gains on the sale of real estate of $43.4 million from the sale of two communities in Orange County,
CA and Carlsbad, CA with a total of 218 apartment homes and a parcel of land in Richmond, VA.

We recognized gains of $7.6 million as a result of the sale of two communities in Seattle, WA and Anaheim, CA by
the West Coast Development Joint Venture.
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We contributed $87.5 million to five unconsolidated investments under our Developer Capital Program, which earn
preferred returns ranging between 6.5% to 11.0%.
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We issued $600 million of 3.50%, 10-year senior unsecured medium-term notes and redeemed $300 million of 4.25%
unsecured medium-term notes due June 2018.

We prepaid $275.3 million of our secured credit facilities with borrowings under the unsecured commercial paper
program and proceeds from the issuance of senior unsecured medium-term notes.

We entered into an unsecured commercial paper program under which we may issue unsecured commercial paper up
to a maximum aggregate amount outstanding of $500 million.

Refer to Item 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations, for further
information on the Company’s and the Operating Partnership’s activities in 2017.

Our Strategic Vision

Our strategic vision is to be the innovative multifamily public REIT of choice. We intend to realize this vision by
executing on our strategic objectives, which are:

1. Maintaining a Diversified Portfolio and Allocating Capital to Accretive Investment Opportunities
2. Maintaining a Strong Balance Sheet
3. Consistently Driving Operating Excellence
4. Advancing a Strong Corporate Culture and Ensuring High Resident Satisfaction
Maintaining a Diversified Portfolio and Allocating Capital to Accretive Investment Opportunities

We believe greater portfolio diversification, as defined by geographic concentration, location within a market (i.e.,
urban or suburban) and property quality (i.e., A or B), reduces the volatility of our same-store growth throughout the
real estate cycle, appeals to a wider renter and investor audience and lessens the market risk associated with owning a
homogenous portfolio. Diversified characteristics of our portfolio include:

· our consolidated apartment portfolio includes 127 communities located in 19 markets throughout the U.S., including
both Coastal and Sunbelt locations; and

· our mix of urban/suburban communities and our mix of A/B quality properties is approximately 50%/50%.
We are focused on increasing our presence in markets with favorable job formation, high propensity to rent, low
single-family home affordability, and a favorable demand/supply ratio for multifamily housing. Portfolio investment
decisions consider internal analyses and third-party research.

Acquisitions and Dispositions

When evaluating potential acquisitions, we consider a wide variety of factors, including:

· whether it is located in a high barrier-to-entry market;
· population growth, cost of alternative housing, overall potential for economic growth and the tax and regulatory
environment of the community in which the property is located;

· geographic location, including proximity to jobs, entertainment, transportation, and our existing communities which
can deliver significant economies of scale;

· construction quality, condition and design of the property;
· current and projected cash flow of the property and the ability to increase cash flow;
· ability of the property’s projected cash flows to exceed our cost of capital;
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· potential for capital appreciation of the property;
· ability to increase the value and profitability of the property through operations and redevelopment;
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· terms of resident leases, including the potential for rent increases;
· occupancy and demand by residents for properties of a similar type in the vicinity;

· prospects for liquidity through sale, financing, or refinancing of the
property; and

· competition from existing multifamily communities and the potential for the construction of new multifamily
properties in the area.

We regularly monitor our assets to increase the quality and performance of our portfolio. Factors we consider in
deciding whether to dispose of a property include:

· current market price for an asset compared to projected economics for that asset;
· potential increases in new construction in the market area;
· areas with low job growth prospects;
· markets where we do not intend to establish a long-term concentration; and
· operating efficiencies.
The following table summarizes our apartment community acquisitions and dispositions and our
consolidated year-end ownership position for the past five years (dollars in thousands):

2017 2016 2015 2014 2013
Homes acquired 462 508 3,246 358  —
Homes disposed 218 1,782 2,735 2,500 914
Homes owned at
December 31, 39,998 39,454 40,728 39,851 41,250
Total real estate owned, at
cost $ 10,177,206 $ 9,615,753 $ 9,190,276 $ 8,383,259 $ 8,207,977

The following table summarizes the Operating Partnership’s apartment community acquisitions and dispositions and
year-end ownership position for the past five years (dollars in thousands):

2017 2016 2015 2014 2013
Homes acquired 218
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