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CAUTIONARY NOTE CONCERNING FORWARD-LOOKING STATEMENTS

This annual report on Form 10-K contains certain statements relating to future events of our intentions, beliefs,
expectations, predictions for the future and other matters that are forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended and Section 21E of the Securities Exchange Act of 1934, as
amended.

These statements:

use forward-looking terminology;

are based on various assumptions made by TRI Pointe; and

may not be accurate because of risks and uncertainties surrounding the assumptions that are made.
Factors listed in this section as well as other factors not included may cause actual results to differ significantly from
the forward-looking statements included in this annual report on Form 10-K. There is no guarantee that any of the
events anticipated by the forward-looking statements in this annual report on Form 10-K will occur, or if any of the
events occurs, there is no guarantee what effect it will have on our operations or financial condition.

We will not update the forward-looking statement contained in this annual report on Form 10-K, unless otherwise
required by law.

Statements

These forward-looking statements are generally accompanied by words such as anticipate, believe, could, estimate,
expect, goal, intend, may, might, plan, potential, predict, project, will, would, or other words t

uncertainty of future events or outcomes, including, without limitation, the WRECO Transactions described below in

Part 1, Item 1 of this annual report on Form 10-K. These forward-looking statements include, but are not limited to,

statements regarding expected benefits of the WRECO Transactions, integration plans and expected synergies

therefrom, the expected timing of consummation of the WRECO Transactions, and our anticipated future financial

and operating performance and results, including our estimates for growth.

Forward-Looking statements are based on a number of factors, including the expected effect of:

the economy;

laws and regulations;

adverse litigation outcome and the adequacy of reserves;

changes in accounting principles;
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projected benefit payments;
projected tax rates and credits; and
other related matters.

Risks, Uncertainties and Assumptions

The major risks and uncertainties and assumptions that are made that affect our business and may cause actual results
to differ from these forward looking statements include, but are not limited to:

the effect of general economic conditions, including employment rates, housing starts, interest rate levels,
availability of financing for home mortgages and strength of the U.S. dollar;

Market demand for TRI Pointe products, which is related to the strength of the various U.S. business
segments and U.S. and international economic conditions;

levels of competition;

the successful execution of TRI Pointe s internal performance plans, including restructuring and cost
reduction initiatives;
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global economic conditions;

raw material prices;

energy prices;

the effect of weather;

the risk of loss from earthquakes, volcanoes, fires, floods, windstorms, hurricanes, pest infestations and other
natural disasters;

transportation cost;

federal and state tax policies;

the effect of land use, environment and other governmental regulations;

legal proceedings;

risks relating to any unforeseen changes to or effects on liabilities, future capital expenditures, revenues,
expenses, earnings, synergies, indebtedness, financial condition, losses and future prospects;

the satisfaction of the conditions to the consummation of the proposed merger and other risks relates to the
consummation of the WRECO Transactions and the actions related thereto;

the risk that disruptions from the WRECO Transactions will harm TRI Pointe s business;

TRI Pointe s ability to complete the WRECO Transactions on the anticipated terms and schedule, including
the ability to obtain required stockholder and regulatory approvals;

TRI Pointe s ability to achieve the benefits of the WRECO Transactions in the estimated amount and the
anticipated timeframe, if at all;

TRI Pointe s ability to integrate WRECO successfully after the consummation of the WRECO Transactions
and to achieve the anticipated synergies therefrom;
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change in accounting principles; and

other factors described in Risk Factors.
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PART I

Item 1. Business

As used in this annual report on Form 10-K, unless the context otherwise requires or indicates, references to the
Company,  our company, we, our and us (1) for periodsfrom and after September 24, 2010 and prior to
January 30, 2013, refer to TRI Pointe Homes, LLC and, unless the context otherwise requires, its subsidiaries and
affiliates, which we sometimes refer to as TPH LLC, and (2) following the completion of our formation
transactions, refer to TRI Pointe Homes, Inc. and its subsidiaries and affiliates; references to the Starwood Fund
refer to VII/TPC Holdings, L.L.C., a private equity fund managed by an affiliate of Starwood Capital Group; and
references to Starwood Capital Group refer to Starwood Capital Group Global, L.P., its predecessors and owned
affiliates. On January 30, 2013, TRI Pointe Homes, LLC converted into a Delaware corporation and renamed TRI
Pointe Homes, Inc.in connection with its initial public offering.

The following discussion and analysis should be read in conjunction with our consolidated financial statements
and related notes thereto contained elsewhere in this annual report on Form 10-K. Unless otherwise indicated, the
Jfollowing discussion describes our business as presently being conducted. We expect that consummation of the
proposed WRECO Transactions will significantly affect our business and operations. See the discussion in the
section entitled WRECO Transactions below.

Our Company

We are currently engaged in the design, construction and sale of innovative single-family homes in major
metropolitan areas located throughout California and Colorado. Our company was founded in April 2009, towards the
end of an unprecedented downturn in the national homebuilding industry, by our current management team with over
a century of collective industry experience. Since our formation, we have grown from our three founders

(Messrs. Bauer, Mitchell and Grubbs) to over 145 employees.

As a next-generation regional homebuilder, we are focused on taking advantage of opportunities in select geographic
markets. Our growth strategy generally has been to capitalize on high demand in selected core markets with favorable
population and employment growth as a result of proximity to job centers or primary transportation corridors. As of
December 31, 2013, our operations consisted of 27 communities, ten of which are actively selling, containing 2,282

lots under various stages of development in California and Colorado.

Our company was founded by the members of our management team, who have worked together for over 20 years.
They have firmly established our company s core values of quality, integrity and excellence, which are the driving
forces behind our innovative designs and strong customer commitment. Given our regional focus, our management
team employs a disciplined, hands-on approach, leveraging strong local market relationships and established
reputation to source acquisitions, achieve land entitlements (which provide basic development rights to the owner) and
deliver quality homes on budget and on schedule.

Since our formation, we have sold over 950 homes (including fee building projects), a number of which are located in
prestigious master planned communities in California, and we have forged relationships with several leading national
land developers. Our construction expertise across an extensive product offering allows us flexibility to pursue a wide
array of land acquisition opportunities and appeal to a broad range of potential homebuyers, including entry-level, first
time move-up and move-up homes. As a result, we build across a variety of base sales price points, ranging from
approximately $300,000 to $1.5 million, and home sizes, ranging from approximately 1,200 to 4,300 square feet.
Cutting edge product development as well as exemplary customer service are key components of the lifestyle
connection we seek to establish with each individual homebuyer. Additionally, we believe our diversified product
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strategy enables us to adapt quickly to changing market conditions and to optimize returns while strategically reducing

portfolio risk.

Our home sales revenue has grown rapidly from $13.5 million in 2011 to $247.1 million for the year ended
December 31, 2013. As of December 31, 2013, we owned 2,282 lots and controlled 1,184 lots that are under land
option or purchase contracts, representing approximately two to three years of supply to support our current growth
plan. Our land acquisition strategy has focused on the development of entitled parcels that we can complete within
approximately 24 to 36 months from the start of sales in order to reduce development and market cycle risk while
maintaining an inventory of owned and controlled lots sufficient for construction of homes over a two to three-year
period. We continually evaluate new communities and have an attractive pipeline of land acquisition opportunities.
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Net new home orders for our owned projects for the years ended December 31, 2013, 2012 and 2011 were 477, 204,
and 42 respectively. For the year ended December 31, 2013, we delivered 396 homes from our owned projects for
total home sales revenue of $247.1 million. For the year ended December 31, 2012, we delivered 144 homes from our
owned projects for total home sales revenue of $77.5 million. For the year ended December 31, 2011, we delivered 36
homes from our owned projects for total home sales revenue of $13.5 million. The cancellation rates of buyers for our
owned projects who contracted to buy a home but did not close escrow (as a percentage of overall orders) were
approximately 10%, 16% and 13% during the years ended December 31, 2013, 2012 and 2011, respectively. The
dollar amount of our backlog of homes sold but not closed for our owned projects as of December 31, 2013, 2012 and
2011 was approximately $111.6 million, $33.3 million and $3.4 million, respectively.

Refer to Part II, Item 6 Selected Financial Data and Item 7 Management s Discussion and Analysis of Financial
Condition and Results of Operations of this annual report on Form 10-K for selected financial and operating data of
the Company. These items should be read in conjunction with our consolidated financial statements and the related
notes included elsewhere in this annual report on Form 10-K.

WRECO Transactions

On November 4, 2013, the Company announced that it had entered into a Transaction Agreement with Weyerhaeuser
Company, a Washington corporation ( Weyerhaeuser ), Weyerhaeuser Real Estate Company, a Washington corporation
and an indirect wholly owned subsidiary of Weyerhaeuser ( WRECO ), and Topaz Acquisition, Inc., a Washington
corporation and a wholly owned subsidiary of TRI Pointe ( Merger Sub ). Pursuant to the Transaction Agreement,
Weyerhaeuser will distribute all the shares of common stock of WRECO (the WRECO Common Shares ) to its
shareholders (i) on a pro rata basis, (ii) in an exchange offer, or (iii) in a combination thereof (the Distribution ).
Weyerhaeuser will determine which approach it will take to consummate the Distribution prior to closing the
transaction and no decision has been made at this time. Immediately following the Distribution, Merger Sub will
merge with and into WRECO (the Merger ), with WRECO surviving the Merger and becoming a wholly owned
subsidiary of the Company. We expect to issue 129,700,000 shares of our common stock in the Merger, excluding
shares to be issued for equity awards held by WRECO employees that are being assumed by us.

In order to complete the Merger and the related transactions, (i) WRECO will incur new indebtedness of
approximately $800 million or more in the form of (a) debt securities, (b) senior unsecured bridge loans, or (c) a
combination thereof (ii) WRECO will make a cash payment of approximately $739 million, subject to adjustment, to
Weyerhaeuser NR Company, the current direct parent of WRECO and a subsidiary of Weyerhaeuser, which cash will
be retained by Weyerhaeuser and its subsidiaries (other than WRECO and its subsidiaries); and (iii) Weyerhaeuser

will cause certain assets relating to Weyerhaeuser s real estate business to be transferred to, and certain liabilities
relating to Weyerhaeuser s real estate business to be assumed by, WRECO and its subsidiaries and cause certain assets
of WRECO that will be excluded from the transaction to be transferred to, and certain liabilities that will be excluded
from the transaction to be assumed by, Weyerhaeuser and its subsidiaries (other than WRECO and its subsidiaries).

In this annual report on Form 10-K, we refer to the transactions contemplated in the Transaction Agreement and

related documents as the WRECO Transactions . The foregoing description of the WRECO Transactions is not

complete. We have filed a registration statement on Form S-4 (Reg. No. 333-193248) to register the shares to be

issued in connection with the Merger. For additional information regarding the WRECO Transactions, you are

encouraged to read the information included in the Registration Statement, which is incorporated by reference in this

annual report on Form 10-K, as well as the sections of this annual report on Form 10-K entitled Risk Factors,
Cautionary Note Concerning Forward-Looking Statements, and Management s Discussion and Analysis of Financial

Condition and Results of Operations.

11
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Our Competitive Strengths

We believe the following strengths will provide us with a significant competitive advantage in implementing our
business strategy:

Experienced and Proven Leadership

Douglas Bauer, our Chief Executive Officer, Thomas Mitchell, our President and Chief Operating Officer, and
Michael Grubbs, our Chief Financial Officer, have worked together for over 20 years and have a successful track
record of managing and growing a public homebuilding company. Their combined real estate industry experience
includes land acquisition, financing, entitlement, development, construction, marketing and sales of single-family
detached and attached homes in communities in a variety of markets. Prior to forming our company in 2009, Messrs.
Bauer, Mitchell and Grubbs worked together for 17 years at William Lyon Homes from its formation in 1992,
ultimately serving as its President and Chief Operating Officer, Executive Vice President and Senior Vice President
and Chief Financial Officer, respectively. William Lyon Homes was formed with a nominal investment, and listed its
shares on the New York Stock Exchange in 1999 until the company was taken private in 2006. During their tenure at
William Lyon Homes, the company focused its operations in California, Arizona and Nevada. During its public
operating period, the company delivered over 2,800 homes per year on average, generated revenues averaging over
$1.0 billion per year and increased shareholders equity from $53 million to over $600 million. We believe that our
management team S prior experience, extensive relationships and strong local reputation provide us with a competitive
advantage in being able to secure projects, obtain entitlements, build quality homes and complete projects within
budget and on schedule.

Focus on High Growth Core Markets

Our business is well-positioned to capitalize on the broader national housing market recovery. We are focused on the
design, construction and sale of innovative single-family detached and attached homes in major metropolitan areas in
California and Colorado. In Southern California, we principally operate in the counties of Los Angeles, Orange,
Riverside-San Bernardino, and San Diego, and in Northern California, we principally operate in the counties of
Alameda, Contra Costa, San Joaquin, San Mateo, Santa Clara and Solano. In Colorado, we principally operate in the
counties of Denver, Douglas, and Jefferson. These markets are generally characterized by high job growth and
increasing populations, creating strong demand for new housing, and we believe they represent attractive
homebuilding markets with opportunities for long-term growth. Moreover, our management team has deep local
market knowledge of the California and Colorado homebuilding and development industries. We believe this
experience and strong relationships with local market participants enable us to efficiently source, entitle and close on
land.

Attractive Land Positions to Support Future Growth

We believe that we have strong land positions strategically located within our core markets, all of which have been
acquired since 2010. We select communities with convenient access to metropolitan areas that are generally
characterized by diverse economic and employment bases and demographics that we believe will support long-term
growth. Our California assets are well located along key transportation corridors in major job centers in our
submarkets. Additionally, our projects in Colorado are conveniently located near employment centers in Denver,
including the Denver Tech Center and the U.S. 36 Corridor, major employment centers in Denver, with a
concentration of larger technology and communications companies and excellent schools.

Strong Operational Discipline and Controls

13
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Our management team possesses significant operating expertise, including running a much larger public homebuilder.
The perspective gained from that experience has helped shape the strict discipline and hands-on approach with which
our company is managed. Our strict operating discipline including financial accountability at the project management
level is a key part of our strategy to maximize returns while minimizing risk.

Our Relationship with Starwood Capital Group

The Starwood Fund owns 11,985,905 shares of our common stock, which represents 37.9% of our common stock as
of February 21, 2014. The Starwood Fund is managed by an affiliate of Starwood Capital Group. We believe that our
relationship with Starwood Capital Group, which has approximately $33 billion of real estate-related assets under
management, gives us a strong competitive advantage, in particular by providing us with access to the personnel,
relationships and the investing and operational expertise of Starwood Capital Group. Additionally, Barry Sternlicht,
the Chairman and Chief Executive Officer of Starwood Capital Group, is also the chairman of our board. As a former
Chairman and Chief Executive Officer of Starwood Hotels & Resorts Worldwide, Inc., a Fortune 500 company, and
current Chairman and Chief Executive Officer of Starwood Property Trust, Inc., a commercial real estate finance
company, Mr. Sternlicht brings a unique perspective on building a world class real estate operating business to the
chairman position of our board. The Starwood Fund will have the right to designate two members of our board for as
long as the Starwood Fund owns 25%

14
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or more of our outstanding common stock (excluding shares of common stock that are subject to issuance upon the
exercise or exchange of rights of conversion or any options, warrants or other rights to acquire shares) and one
member for as long as it owns at least 10%. Messrs. Bauer, Mitchell and Grubbs will agree to vote all shares of our
common stock that they own in favor of the Starwood Fund nominees in any election of directors for as long as the
Starwood Fund owns at least 10%. Mr. Sternlicht is expected to continue as chairman of our board of directors and
Mr. Chris Graham, a Senior Managing Director at Starwood Capital Group, is expected to be appointed a director at
the consummation of the WRECO Transactions. For information concerning our board of directors after
consummation of the WRECO Transactions, please see the section of the Registration Statement entitled Information
on TRI Pointe Directors and Officers of TRI Pointe Before and After the Transactions. Following consummation of the
Merger, Starwood Fund will have the right to designate one member of our board of directors for as long as it owns at
least 5% of our outstanding common stock.

Through our relationship with Starwood Capital Group, our management team has drawn upon the deep real estate
knowledge base of Starwood Capital Group s personnel and its established track record of investing in real estate
operating companies. Starwood Capital Group has invested in most major classes of real estate, including residential
land and communities, multi-family condominiums and apartments, office, industrial, retail, hotel, senior housing,
mixed-use, health clubs, resorts and golf courses. Affiliates of Starwood Capital Group may make available to us for
purchase, at market prices, certain of their owned residential land holdings.

No Legacy Issues

Given our recent formation in 2009 and that our current land inventory was accumulated following the Starwood

Fund s investment in us in September 2010, we do not have distressed legacy assets or liabilities to manage, unlike
many competitors that were affected by the unprecedented downturn in the real estate markets that resulted from the
recession of 2008  2009. As a result, all of our real estate assets as well as those we have under option contracts or
purchase contracts are located in markets that we targeted after the downturn commenced, whereas many of our
competitors continue to own legacy properties in economically stagnant locations or land options either on undesirable
properties or with unfavorable terms. The absence of legacy issues has also allowed us to hire experienced and
talented real estate development personnel who became available during the downturn. We believe that our strong
balance sheet and absence of legacy issues has enabled us to focus on future growth, as opposed to having resources
diverted to manage troubled assets.

Our Business Strategy

Our business strategy is focused on the design, construction and sale of innovative single-family detached and
attached homes in major metropolitan areas in California and Colorado. Our business strategy is driven by the
following:

Acquire Attractive Land Positions While Reducing Risk

We believe that our reputation and extensive relationships with land sellers, master plan developers, financial
institutions, brokers and other builders, as well as our relationship with Starwood Capital Group, will enable us to
continue to acquire well-positioned land parcels in our target markets and provide us access to a greater number of
acquisition opportunities. We believe our expertise in land development and planning enables us to create desirable
communities that meet or exceed our target customer s expectations, while operating at competitive costs. We also
believe that our strategy of holding an inventory of land that will provide us with a two to three year supply of
developed lots and focusing on the development of entitled parcels that we can complete within approximately 24 to
36 months from the start of sales allows us to limit exposure to land development and market cycle risk while
pursuing attractive returns on our capital. We also seek to minimize our exposure to land risk through disciplined
management of entitlements, as well as the use of land options and other flexible land acquisition arrangements.
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Increase Market Position in Growth Markets

We believe that there are significant opportunities to profitably expand in our existing and target markets, and we
continually review our selection of markets based on both aggregate demographic information and our own operating
results. We use the results of these reviews to re-allocate our investments to those markets where we believe we can
maximize our profitability and return on capital over the next several years. While our primary growth strategy has
focused on increasing our market position in our existing markets, we may, on an opportunistic basis, explore
expansion into other markets through organic growth or acquisition. In addition, we believe that the WRECO
Transactions will uniquely position us to build on our established momentum as a next-generation homebuilder, and
expand our land holdings to capitalize on new growth opportunities in WRECO s current markets, including Arizona,
Maryland, Nevada, Texas, Virginia, and Washington.

16
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Provide Superior Design and Homeowner Experience and Service

We consider ourselves a progressive homebuilder driven by exemplary customer experience, cutting-edge product
development and exceptional execution. Our core operating philosophy is to provide a positive, memorable
experience to our homeowners through active engagement in the building process, tailoring our product to the buyer s
lifestyle needs and enhancing communication, knowledge and satisfaction. We believe that the new generation of
home buying families has different ideas about the kind of home buying experience it wants. As a result, our selling
process focuses on the homes features, benefits, quality and design in addition to the traditional metrics of price and
square footage. In addition, we devote significant resources to the research and design of our homes to better meet the
needs of our buyers. Through our TRI-£Green platform, we provide homes that we believe are earth-friendly,
enhance homeowners comfort, promote a healthier lifestyle and deliver tangible operating cost savings versus less
efficient resale homes. Collectively, we believe these steps enhance the selling process, lead to a more satisfied
homeowner and increase the number of buyers referred to our communities.

Offer a Diverse Range of Products

We are a builder with a wide variety of product lines that enable us to meet the specific needs of each of our core
markets, which we believe provides us with a balanced portfolio and an opportunity to increase market share. We have
demonstrated expertise in effectively building homes across product offerings from entry-level through first-time and
second-time move-up housing. We spend extensive time studying and designing our products through the use of
architects, consultants and homeowner focus groups for all levels and price points in our target markets. We believe
our diversified product strategy enables us to best serve a wide range of buyers, adapt quickly to changing market
conditions and optimize performance and returns while strategically reducing portfolio risk. Within each of our core
markets we determine the profile of buyers we hope to address and design neighborhoods and homes with the specific
needs of those buyers in mind.

Focus on Efficient Cost Structure and Target Attractive Returns

We believe that our homebuilding platform, which currently carries no legacy assets or liabilities, and our focus on
controlling costs position us well to generate attractive returns for our shareholders. Our experienced management
team is vigilant in maintaining its focus on controlling costs. We competitively bid each phase of development while
maintaining strong relationships with our trade partners by managing production schedules closely and paying our
vendors on time.

We combine decentralized management in those aspects of our business where we believe detailed knowledge of local
market conditions is critical (such as governmental processing, construction, land acquisition, land development and
sales and marketing), with centralized management in those functions where we believe central control is required
(such as approval of land acquisitions, financial, treasury, human resources and legal matters). We have also made
significant investments in systems and infrastructure to operate our business efficiently and to support the planned
future growth of our company as a result of executing our expansion strategy.

Utilize Prudent Leverage

Our ongoing financial strategy includes redeployment of cash flows from continuing operations and debt to provide us
with the financial flexibility to access capital on the best terms available. In that regard, we expect to employ prudent
levels of leverage to finance the acquisition and development of our lots and construction of our homes. As of
December 31, 2013, we had approximately $270.6 million of aggregate loan commitments, of which $138.1 million
was outstanding. At that date, our aggregate loan commitments consisted of $205 million of secured revolving credit
facilities, which provide financing for several real estate projects, two project-specific revolving loans and several
other loan agreements related to the acquisition and development of lots and the construction of model homes and
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homes for sale. For information concerning indebtedness to be incurred in connection with consummation of the
WRECO Transactions, please see the section of the Registration Statement entitled Debt Financing and Part II, Item 7,

Management s Discussion and Analysis of Financial Condition and Results of Operations of this annual report on
Form 10-K.

Description of Projects and Communities under Development
Our homebuilding projects usually take approximately 24 to 36 months to complete from the start of sales. The
following table presents project information relating to each of our markets as of December 31, 2013 and includes

information on current projects under development where we are building and selling homes for our own account and
current projects under development where we are active as a fee builder.
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County, Project, City
Owned Projects

Southern California

Los Angeles County:

Los Arboles, Simi Valley
Tamarind Lane, Azusa
Tamarind Lane II, Azusa
Avenswood, Azusa
Woodson, Los Angeles
Orange County:

Brio, La Habra

Rancho Mission Viejo
Arcadia, Irvine

Truewind, Huntington Beach
Fairwind, Huntington Beach
Riverside County:
Topazridge, Riverside
Topazridge II, Riverside
Sagebluff, Riverside
Alegre, Temecula

Aldea, Temecula
Sycamore Creek, Riverside
San Bernardino County:
Prado at Parkside, Ontario
Park Place, Ontario

San Diego County:
Candera, San Marcos
Altana, San Diego

Southern California Total

Northern California
Alameda County:
Alameda Landing
Contra Costa County:
Barrington, Brentwood
San Joaquin County:
Ventana, Tracy

San Mateo County:
Amelia, San Mateo
Canterbury, San Mateo
Santa Clara County:
Chantrea, San Jose

Ironhorse South, Morgan Hill
Ironhorse North, Morgan Hill

Year of
First

2012
2012
2014
2014
2014

2013
2013
2013
2014
2015

2012
2014
2012
2014
2014
2014

2015
2015

2012
2013

2015

2014

2015

2013
2014

2012
2012
2013

Cumulative
Homes
Total Delivered as of of

Lots as

2013 20130
43 43
62 56 6
26 26
66 66
66 66
91 61 30
105 17 88
61 13 25
49 49
80 80
68 61 7
49 49
47 47
96 96
90 90
87 87
152 152
124 124
58 58
45 14 31
1,465 370 1,072
255 141
410 410
93 93
63 34 29
76 40
38 38
37 35 2
32 32

Homes Closed

Number d¥ecember Jl¢cember Flgcember Bécember 31,
Delivery) Homes?

for the
Backlog  Year
as of Ended
201393 2013
19
46
9
9
24 61
26 17
17 13
2 47
2
24
39
9 14
98 280
20 34
23
1 19
32

Sales Price
Range
(in 000 $9

$387
$490
$490
$640
$1,140

$422
$502
$502
$705
$1,250

$520
$657
$1,190
$1,085
$910

$577
$719
$1,420
$1,210
$1,100

$433
$460
$362
$275
$265
$485

$497
$535
$380
$300
$300
$505

$369
$450

$413
$567

$310
$630

$490
$724

$575 $1,054

$460  $600
$450 $538

$770
$795

$1,125
$1,040

$1,245
$515
$565

$1,515
$781
$745
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Avellino, Mountain View 2013 59 59 15 $999 $1,298
Cobblestone, Milpitas 2015 32 32 $795  $950
Solano County:

Redstone, Vacaville 2015 141 141 $425 $505
Northern California Total 1,236 139 947 36 108

Colorado

Denver County:

Platt Park North, Denver 2014 29 29 $606 $610
Douglas County:

Terrain, Castle Rock 2013 149 8 49 15 8 $294  $350
Terrain 45 , Castle Rock 2014 67 67 $288 $302
Jefferson County:

Leyden Rock 50 , Arvada 2014 51 51 $355 $400
Leyden Rock 60 , Arvada 2014 67 67 $410 $470
Colorado Total 363 8 263 15 8

Company Total Owned
Projects 3,064 517 2,282 149 396

Fee Building Projects
Southern California
Orange County:

San Marino, Irvine( 2011 39 39 3 N/A
Ventura County:

Lagunitas, Carpinteria® 2012 73 73 63 $466  $890
Southern California Total 112 112 66

Company Total Fee

Building Projects 112 112 66

Grand Totals:

Owned Projects 3,064 517 2,282 149 396

Fee Building Projects 112 112 66
3,176 629 2,282 149 462

() Year of first delivery for future periods is based upon management s estimates and is subject to change.
) The number of homes to be built at completion is subject to change, and there can be no assurance that we will
build these homes.
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() Owned lots and fee building lots as of December 31, 2013 include owned lots and fee building lots in backlog as
of December 31, 2013.

4 Backlog consists of homes under sales contracts that had not yet closed, and there can be no assurance that
closings of sold homes will occur.

) Of the total homes subject to pending sales contracts that have not closed as of December 31, 2013, 127 homes
are under construction, 4 homes have completed construction and 18 homes have not started construction.

(6)  Sales price range reflects base sales price only and excludes any lot premium, buyer incentives and buyer selected
options, which may vary from project to project. Sales prices for homes required to be sold pursuant to affordable
housing requirements are excluded from sales price range.

(7 We entered into a construction management agreement to only build homes in this community for an independent
third-party property owner. This project is marketed under the third-party owner s name.

®)  We entered into a construction management agreement to build, sell and market homes in this community for an
independent third-party property owner. This project is marketed under the TRI Pointe Homes brand name.

Owned and Controlled Lots

As of December 31, 2013, we owned or controlled, pursuant to land option contracts or purchase contracts, an
aggregate of 3,466 lots. The following table presents certain information with respect to our owned and controlled lots
as of December 31, 2013,

Lots
Lots Lots Owned and
Market Owned Controlled?  Controlled®
Southern California 1,072 674 1,746
Northern California 947 192 1,139
Colorado 263 318 581
Total 2,282 1,184 3,466

() Includes lots that are under land option contracts or purchase contracts.
Acquisition Process

As of December 31, 2013, we had 27 communities containing 2,282 owned lots under various stages of development.
All of these lots are entitled. We believe that our current inventory of owned and controlled lots will be adequate to
supply our homebuilding operations for approximately two to three years.

Our land acquisition strategy focuses on the development of entitled parcels that we can complete within
approximately 24 to 36 months from the start of sales in order to reduce development and market cycle risk while
maintaining an inventory of owned and controlled lots sufficient for construction of homes over a two to three-year
period. Our acquisition process generally includes the following steps to reduce development and market cycle risk:

review of the status of entitlements and other governmental processing, including title reviews;

limitation on the size of an acquisition to minimize investment levels in any one project;
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completion of due diligence on the land parcel prior to committing to the acquisition;

preparation of detailed budgets for all cost categories;

completion of environmental reviews and third-party market studies;

utilization of options, joint ventures and other land acquisition arrangements, if necessary; and

employment of centralized control of approval over all acquisitions through a land committee process. Our
executive committee, which is comprised of Barry Sternlicht, the chairman of our board, Douglas Bauer, our
Chief Executive Officer, and J. Marc Perrin, a member of our board has the authority to review and consider
the approval of any land acquisition with a purchase price of up to $35 million.

-10 -
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Before purchasing a land parcel, we also engage outside architects and consultants to help review our proposed
acquisition and design our homes and communities.

We acquire land parcels pursuant to purchase agreements that are often structured as option contracts. These option
contracts require us to pay non-refundable deposits, which can vary by transaction, and entitle (but do not obligate) us
to acquire the land typically at fixed prices. The term within which we can exercise our option varies by transaction
and our acquisition is often contingent upon the completion of entitlement or other work with regard to the land (such
as backbone improvements, such as the installation of main roads or sewer mains). Depending upon the transaction,
we may be required to purchase all of the land involved at one time or we may have a right to acquire identified
groups of lots over a specified timetable. In some transactions, a portion of the consideration that we pay for the land
may be in the form of a share of the profits of a project after we receive an agreed to level of profits from the project.
In limited instances such as when we acquire land from a master developer that is part of a larger project, the seller
may have repurchase rights entitling it to repurchase the land from us under circumstances when we do not develop
the land by an outside deadline (unless the delay is caused by certain circumstances outside our control), or when we
seek to sell the land directly to a third party or indirectly through a change in control of our company. Repurchase
rights typically allow the seller to repurchase the land at the price that we paid the seller to acquire the land plus the
cost of improvements that we have made to the land and less some specified discount.

Homebuilding, Marketing and Sales Process

Our detached homes range in size from approximately 1,300 to 4,300 square feet, and our attached homes range in
size from approximately 1,200 to 2,500 square feet. The prices of our homes also vary substantially. Base sales prices
for our detached homes range from approximately $300,000 to $1.5 million and base sales prices for our attached
homes range from approximately $300,000 to $1.1 million. The average sales price of our owned homes delivered
was approximately $624,000 and $538,000, respectively, for years ended December 31, 2013 and 2012.

We typically develop communities in phases based upon projected sales, and we construct homes in each phase
whether or not they have been pre-sold. We have the ability to control the timing of construction of subsequent phases
in the same community based on sales activity in the prior phase, market conditions and other factors. We also will
attempt to delay much of the customization of a home until a qualified buyer has been approved, so as to enable the
buyer to tailor the home to such buyer s specifications; however, we will complete the build out of any unsold homes
in a particular phase where deemed appropriate for marketing purposes of such home.

The design of our homes is limited by factors such as zoning requirements, building codes and energy efficiency laws.
As aresult, we contract with a number of architects and other consultants in connection with the design process.
Substantially all of our construction work is done by subcontractors with us acting as the general contractor. We also
enter into contracts as needed with design professionals and other service providers who are familiar with local market
conditions and requirements. We do not have long-term contractual commitments with our subcontractors, suppliers
or laborers. We maintain strong and long-standing relationships with many of our subcontractors. We believe that our
relationships have been enhanced through both maintaining our schedules and making timely payment to our
subcontractors. By dealing fairly, we are able to keep our key subcontractors attentive to our projects.

Sales and Marketing

In connection with the sale and marketing of our homes, we make extensive use of advertising and other promotional
activities, including our website (www.TRIPointeHomes.com), mass-media advertisements, brochures, direct mail
and the placement of signboards in the immediate areas of our developments. Except for the Registration Statement,
the information contained in, or that can be accessed through, our website is not incorporated by reference and is not a
part of this annual report on Form 10-K.
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We sell our homes through our own sales representatives and through independent real estate brokers. Our in-house
sales force typically works from sales offices located in model homes close to or in each community. Sales
representatives assist potential buyers by providing them with basic floor plans, price information, development and
construction timetables, tours of model homes, and the selection of options. Sales personnel are licensed by the
applicable real estate bodies in their respective markets, are trained by us and generally have had prior experience
selling new homes in the local market. Our personnel, along with subcontracted marketing and design consultants,
carefully design exteriors and interiors of each home to coincide with the lifestyles of targeted homebuyers.

-11 -
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As of December 31, 2013, we owned 32 model homes. Generally, we build model homes at each project and have
them professionally decorated to display design features. We believe that model homes play a significant role in
helping homebuyers understand the efficiencies and value provided by each floor plan type. Interior decorations vary
among our models and are selected based upon the lifestyles of our targeted homebuyers. Structural changes in design
from the model homes are not generally permitted, but homebuyers may select various other optional construction and
design amenities. In addition to model homes, customers can gain an understanding of the various design features and
options available to them using third-party design centers. At each design center, customers can meet with a designer
and are shown the standard and upgraded selections available to them.

We typically sell homes using sales contracts that include cash deposits by the purchasers. Before entering into sales
contracts, we pre-qualify our customers. However, purchasers can generally cancel sales contracts if they are unable to
sell their existing homes, if they fail to qualify for financing, or under certain other circumstances. Although
cancellations can delay the sale of our homes, they have historically not had a material impact on our operating
results. The cancellation rate of buyers who contracted to buy a home but did not close escrow (as a percentage of
overall orders) was approximately 10% and 16% during the years ended December 31, 2013 and 2012. Cancellation
rates are subject to a variety of factors beyond our control such as adverse economic conditions and increases in
mortgage interest rates. Our inventory of completed and unsold homes was 7 homes as of December 31, 2013.

Customer Financing

We seek to assist our homebuyers in obtaining financing by arranging with mortgage lenders to offer qualified buyers
a variety of financing options. Substantially all homebuyers utilize long-term mortgage financing to purchase a home
and mortgage lenders will usually make loans only to qualified borrowers.

Quality Control and Customer Service

We pay particular attention to the product design process and carefully consider quality and choice of materials in
order to attempt to eliminate building deficiencies. The quality and workmanship of the subcontractors we employ are
monitored and we make regular inspections and evaluations of our subcontractors to seek to ensure that our standards
are met.

We maintain quality control and customer service staff whose role includes providing a positive experience for each
customer throughout the pre-sale, sale, building, closing and post-closing periods. These employees are also
responsible for providing after sales customer service. Our quality and service initiatives include taking customers on
a comprehensive tour of their home prior to closing and using customer survey results to improve our standards of
quality and customer satisfaction.

Warranty Program

Our company currently provides a limited one year warranty covering workmanship and materials. In addition, our
limited warranty (generally ranging from a minimum of two years up to the period covered by the applicable statute of
repose) covers certain defined construction defects. The limited warranty covering construction defects is transferable
to subsequent buyers not under direct contract with us and requires that homebuyers agree to the definitions and
procedures set forth in the warranty, including the submission of unresolved construction-related disputes to binding
arbitration. We reserve up to 1.0% of the sales price of each home we sell to provide the customer service to our
homebuyers. We believe that our reserves are adequate to cover the ultimate resolution of our potential liabilities
associated with known and anticipated warranty and construction defect related claims and litigation.

We subcontract our homebuilding work to subcontractors who generally provide us with an indemnity and a
certificate of insurance prior to receiving payments for their work and, therefore, claims relating to workmanship and
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materials are generally the primary responsibility of our subcontractors.

There can be no assurance, however, that the terms and limitations of the limited warranty will be effective against
claims made by homebuyers, that we will be able to renew our insurance coverage or renew it at reasonable rates, that
we will not be liable for damages, the cost of repairs, and/or the expense of litigation surrounding possible
construction defects, soil subsidence or building related claims or that claims will not arise out of uninsurable events
or circumstances not covered by insurance and not subject to effective indemnification agreements with our
subcontractors.

-12 -
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Seasonality

We have experienced seasonal variations in our quarterly operating results and capital requirements. We typically take
orders for more homes in the first half of the fiscal year than in the second half, which creates additional working
capital requirements in the second and third quarters to build our inventories to satisfy the deliveries in the second half
of the year. We expect this seasonal pattern to continue over the long-term, although it may be affected by volatility in
the homebuilding industry.

Raw Materials

Typically, all the raw materials and most of the components used in our business are readily available in the United
States. Most are standard items carried by major suppliers. However, a rapid increase in the number of homes started
could cause shortages in the availability of such materials or in the price of services, thereby leading to delays in the
delivery of homes under construction. We continue to monitor the supply markets to achieve the best prices available.

Fee Building Services

Although, since the investment by the Starwood Fund in 2010, our primary business focus is building and selling
homes for our own account, we also selectively provide construction services whereby we build, market and sell
homes for independent third-party property owners with whom we have revenue sharing agreements on projects
typically marketed under the TRI Pointe Homes brand name ( fee building projects ). Our services with respect to fee
building projects may include design, development, construction and sale of the homes, and we may take a project at
any stage of development through its completion and sale. We earn revenue on our fee building projects either as a flat
fee for the project or as a percentage of the cost or revenue of the project depending upon the terms of the agreement
with our customer. For the years ended December 31, 2013 and 2012, we delivered 63 and 26 homes, respectively, at
our fee building projects.

Our Financing Strategy

We intend to employ both debt and equity as part of our ongoing financing strategy, coupled with redeployment of
cash flows from continuing operations, to provide us with the financial flexibility to access capital on the best terms
available. In that regard, we expect to employ prudent levels of leverage to finance the acquisition and development of
our lots and construction of our homes. As of December 31, 2013, we had approximately $270.6 million of aggregate
loan commitments, of which $138.1 million was outstanding. At that date, our aggregate loan commitments consisted
of $205 million secured revolving credit facilities, which provide financing for several real estate projects, two
project-specific revolving loans and several other loan agreements related to the acquisition and development of lots
and the construction of model homes and homes for sale. Our board of directors will consider a number of factors
when evaluating our level of indebtedness and when making decisions regarding the incurrence of new indebtedness,
including the purchase price of assets to be acquired with debt financing, the estimated market value of our assets and
the ability of particular assets, and our company as a whole, to generate cash flow to cover the expected debt service.
As a means of sustaining our long-term financial health and limiting our exposure to unforeseen dislocations in the
debt and financing markets, we currently expect to remain conservatively capitalized. However, our charter does not
contain a limitation on the amount of debt we may incur and our board of directors may change our target debt levels
at any time without the approval of our stockholders.

We intend to finance future acquisitions and developments with the most advantageous source of capital available to
us at the time of the transaction, which may include a combination of common and preferred equity, secured and
unsecured corporate level debt, property-level debt and mortgage financing and other public, private or bank debt. For
information concerning indebtedness to be incurred in connection with consummation of the WRECO Transactions,
please see the section of the Registration Statement entitled Debt Financing and PartII, Item 7, Management s
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Discussion and Analysis of Financial Condition and Results of Operations of this annual report on Form 10-K.

We carry out our business generally through a number of project-specific, wholly owned subsidiaries. Our fee
building business is conducted primarily through TRI Pointe Contractors, LP, and TRI Pointe Communities, Inc. is
our wholly owned subsidiary through which we conduct real estate brokerage activities relating to our business.
Segments

The Company s operations are organized into two reportable segments: homebuilding and construction services. For
financial information about our segments, see Part II, Item 7, Management s Discussion and Analysis of Financial

Condition and Results of Operations and Note 8 to the consolidated financial statements of this annual report on Form
10-K.

-13 -
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Government Regulation and Environmental Matters

We are subject to numerous local, state, federal and other statutes, ordinances, rules and regulations concerning
zoning, development, building design, construction and similar matters which impose restrictive zoning and density
requirements, the result of which is to limit the number of homes that can be built within the boundaries of a particular
area. Projects that are not entitled may be subjected to periodic delays, changes in use, less intensive development or
elimination of development in certain specific areas due to government regulations. We may also be subject to
periodic delays or may be precluded entirely from developing in certain communities due to building moratoriums or
slow-growth or no-growth initiatives that could be implemented in the future. Local governments also have broad
discretion regarding the imposition of development fees and exactions for projects in their jurisdiction. Projects for
which we have received land use and development entitlements or approvals may still require a variety of other
governmental approvals and permits during the development process and can also be impacted adversely by
unforeseen health, safety and welfare issues, which can further delay these projects or prevent their development.

We are also subject to a variety of local, state, federal and other statutes, ordinances, rules and regulations concerning
the environment. The particular environmental laws which apply to any given homebuilding site vary according to
multiple factors, including the site s location, its environmental conditions and the present and former uses of the site,
as well as adjoining properties. Environmental laws and conditions may result in delays, may cause us to incur
substantial compliance and other costs, and can prohibit or severely restrict homebuilding activity in environmentally
sensitive regions or areas. In addition, in those cases where an endangered or threatened species is involved,
environmental rules and regulations can result in the restriction or elimination of development in identified
environmentally sensitive areas. From time to time, the United States Environmental Protection Agency and similar
federal or state agencies review homebuilders compliance with environmental laws and may levy fines and penalties
for failure to strictly comply with applicable environmental laws or impose additional requirements for future
compliance as a result of past failures. Any such actions taken with respect to us may increase our costs. Further, we
expect that increasingly stringent requirements will be imposed on homebuilders in the future. Environmental
regulations can also have an adverse impact on the availability and price of certain raw materials such as lumber.
California is especially susceptible to restrictive government regulations and environmental laws.

Under various environmental laws, current or former owners of real estate, as well as certain other categories of
parties, may be required to investigate and clean up hazardous or toxic substances or petroleum product releases, and
may be held liable to a governmental entity or to third parties for related damages, including for bodily injury, and for
investigation and clean-up costs incurred by such parties in connection with the contamination. A mitigation system
may be installed during the construction of a home if a cleanup does not remove all contaminants of concern or to
address a naturally occurring condition such as methane. Some buyers may not want to purchase a home with a
mitigation system.

Refer to Part I, Item 1A Risk Factors of this annual report on Form 10-K for risks related to government regulation
and environmental matters.

Competition

Competition in the homebuilding industry is intense, and there are relatively low barriers to entry into our business.
Homebuilders compete for, among other things, home buying customers, desirable land parcels, financing, raw
materials and skilled labor. Increased competition could hurt our business, as it could prevent us from acquiring
attractive land parcels on which to build homes or make such acquisitions more expensive, hinder our market share
expansion, and lead to pricing pressures on our homes that may adversely impact our margins and revenues. If we are
unable to successfully compete, our business, prospects, liquidity, financial condition and results of operations could
be materially and adversely affected. Our competitors may independently develop land and construct housing units
that are superior or substantially similar to our products. Furthermore, a number of our primary competitors are
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significantly larger, have a longer operating history and may have greater resources or lower cost of capital than ours;
accordingly, they may be able to compete more effectively in one or more of the markets in which we operate. Many
of these competitors also have longstanding relationships with subcontractors and suppliers in the markets in which
we operate. We also compete for sales with individual resales of existing homes and with available rental housing.

Employees

As of December 31, 2013, we had 147 employees, 74 of whom were executive, management and administrative
personnel, 20 of whom were sales and marketing personnel and 53 of whom were involved in field construction.
Although none of our employees are covered by collective bargaining agreements, certain of the subcontractors

engaged by us are represented by labor unions or are subject to collective bargaining arrangements. We believe that
our relations with our employees and subcontractors are good.

-14 -
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Legal Proceedings
We are not involved in any material litigation nor, to our knowledge, is any material litigation threatened against us.
Our Offices

Our principal executive offices are located at 19520 Jamboree Road, Suite 200, Irvine, California 92612. Our main
telephone number is (949) 478-8600. Our internet website is www.TRIPointeHomes.com. We will make available
through our website our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K,
and amendments to these reports filed or furnished pursuant to Section 13(d) or 15(d) of the Securities Exchange Act
of 1934 as soon as reasonably practicable after filing with, or furnishing to, the Securities and Exchange Commission.
Copies of these reports, and any amendment to them, are available free of charge upon request. Except for the
Registration Statement, the information contained in, or that can be accessed through, our website is not incorporated
by reference and is not a part of this annual report on Form 10-K.

- 15 -
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Item 1A. Risk Factors

You should carefully consider the following risk factors, which address the material risks concerning our business,
together with the other information contained in this annual report on Form 10-K. If any of the risks discussed in this
annual report on Form 10-K occur, our business, prospects, liquidity, financial condition and results of operations
could be materially and adversely affected, in which case the trading price of our common stock could decline
significantly and you could lose all or a part of your investment. Some statements in this annual report on Form 10-K,
including statements in the following risk factors, constitute forward-looking statements. Please refer to the initial
section of this annual report on Form 10-K entitled Cautionary Note Concerning Forward-Looking Statements.
For information concerning risks related to the WRECO Transactions, please see the section of the Registration
Statement entitled Risk Factors Risks Related to the Transactions. For information concerning the risks that we
will face after consummation of the WRECO Transactions, please see the section of the Registration Statement
entitled Risk Factors Risks Related to TRI Pointe s Industry and Business, Including the Real Estate Business,
After the Transactions.

Risks Related to Our Business

Our long-term growth depends upon our ability to successfully identify and acquire desirable land parcels for
residential buildout.

Our future growth depends upon our ability to successfully identify and acquire attractive land parcels for
development of our single-family homes at reasonable prices and with terms that meet our underwriting criteria. Our
ability to acquire land parcels for new single-family homes may be adversely affected by changes in the general
availability of land parcels, the willingness of land sellers to sell land parcels at reasonable prices, competition for
available land parcels, availability of financing to acquire land parcels, zoning and other market conditions. If the
supply of land parcels appropriate for development of single-family homes is limited because of these factors, or for
any other reason, our ability to grow could be significantly limited, and the number of homes that we build and sell
could decline. Additionally, our ability to begin new projects could be impacted if we elect not to purchase land
parcels under option contracts. To the extent that we are unable to purchase land parcels timely or enter into new
contracts for the purchase of land parcels at reasonable prices, our home sales revenue and results of operations could
be negatively impacted.

Adverse changes in general economic conditions could reduce the demand for homes and, as a result, could have a
material adverse effect on us.

The residential homebuilding industry is cyclical and is highly sensitive to changes in general economic conditions
such as levels of employment, consumer confidence and income, availability of financing for acquisitions,
construction and permanent mortgages, interest rate levels, inflation and demand for housing. Since early 2006, the
U.S. housing market has been negatively impacted by declining consumer confidence, restrictive mortgage standards
and large supplies of foreclosures, resales and new homes, among other factors. When combined with a prolonged
economic downturn, high unemployment levels, increases in the rate of inflation and uncertainty in the U.S. economy,
these conditions have contributed to decreased demand for housing, declining sales prices and increasing pricing
pressure. In the event that these economic and business trends continue or decline further, we could experience
declines in the market value of our inventory and demand for our homes, which could have a material adverse effect
on our business, prospects, liquidity, financial condition and results of operations.

The health of the residential homebuilding industry may also be significantly affected by shadow inventory levels.
Shadow inventory refers to the number of homes with a mortgage that are in some form of distress but that have not
yet been listed for sale. Shadow inventory can occur when lenders put properties that have been foreclosed or forfeited
to lenders on the market gradually, rather than all at once, or delay the foreclosure process. They may choose to do so
because of regulations and foreclosure moratoriums, because of the additional costs and resources required to process
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and sell foreclosed properties, or because they want to avoid depressing housing prices further by putting many
distressed properties up for sale at the same time. A significant shadow inventory in our markets could, were it to be
released into our markets, adversely impact home prices and demand for our homes, which could have a material
adverse effect on our business, prospects, liquidity, financial condition and results of operations.

In addition, an important segment of our customer base consists of first time and second time move-up buyers, who
often purchase homes subject to contingencies related to the sale of their existing homes. The difficulties facing these
buyers in selling their homes during recessionary periods may adversely affect our sales. Moreover, during such
periods, we may need to reduce our sales prices and offer greater incentives to buyers to compete for sales that may
result in reduced margins.

-16 -
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Our geographic concentration could materially and adversely affect us if the homebuilding industry in our current
markets should decline.

Our business strategy is focused on the design, construction and sale of innovative single-family detached and
attached homes in major metropolitan areas in California and Colorado, as well as the eventual entry into other
geographic markets. In Southern California, we principally operate in the counties of Los Angeles, Orange,

San Diego, Ventura and Riverside-San Bernardino, and in Northern California, we principally operate in the counties
of Contra Costa, Santa Clara, San Mateo, Solano, San Joaquin and Alameda. In Colorado, we principally operate in
the counties of Douglas, Denver and Jefferson. Because our operations are concentrated in these areas, a prolonged
economic downturn in one or more of these areas, particularly within California, could have a material adverse effect
on our business, prospects, liquidity, financial condition and results of operations, and a disproportionately greater
impact on us than other homebuilders with more diversified operations. For the year ended December 31, 2013, we
generated a significant amount of our revenues and profits in California. During the downturn from 2008 to 2010, land
values, the demand for new homes and home prices declined substantially in California. In addition, the state of
California is experiencing severe budget shortfalls and is considering raising taxes and increasing fees to offset the
deficit. If these conditions in California persist or worsen, it could have a material adverse effect on our business,
prospects, liquidity, financial condition and results of operations

Because most of our homebuyers finance the purchase of their homes, the terms and availability of mortgage
financing can affect the demand for and the ability to complete the purchase of a home, which could materially
and adversely affect us.

Our business depends on the ability of our homebuyers to obtain financing for the purchase of their homes. Many of
our homebuyers must sell their existing homes in order to buy a home from us. Since 2009, the U.S. residential
mortgage market as a whole has experienced significant instability due to, among other things, defaults on subprime
and other loans, resulting in the declining market value of such loans. In light of these developments, lenders,
investors, regulators and other third parties questioned the adequacy of lending standards and other credit
requirements for several loan programs made available to borrowers in recent years. This has led to tightened credit
requirements and an increase in indemnity claims for mortgages. Deterioration in credit quality among subprime and
other nonconforming loans has caused most lenders to eliminate subprime mortgages and most other loan products
that do not conform to Federal National Mortgage Association ( Fannie Mae ), Federal Home Loan Mortgage
Corporation ( Freddie Mac ), Federal Housing Administration (the FHA ) or Veterans Administration (the VA )
standards. Fewer loan products and tighter loan qualifications, in turn, make it more difficult for a borrower to finance
the purchase of a new home or the purchase of an existing home from a potential move-up buyer who wishes to
purchase one of our homes. In general, these developments have delayed any general improvement in the housing
market. If our potential homebuyers or the buyers of our homebuyers existing homes cannot obtain suitable financing,
our business, prospects, liquidity, financial condition and results of operations could be materially and adversely
affected.

Interest rate increases or changes in federal lending programs or other regulations could lower demand for our
homes, which could materially and adversely affect us.

Substantially all purchasers of our homes finance their acquisitions with mortgage financing. Rising interest rates,
decreased availability of mortgage financing or of certain mortgage programs, higher down payment requirements or
increased monthly mortgage costs may lead to reduced demand for our homes and mortgage loans. Increased interest
rates can also hinder our ability to realize our backlog because our home purchase contracts provide customers with a
financing contingency. Financing contingencies allow customers to cancel their home purchase contracts in the event
that they cannot arrange for adequate financing. As a result, rising interest rates can decrease our home sales and
mortgage originations. Any of these factors could have a material adverse effect on our business, prospects, liquidity,
financial condition and results of operations.
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In addition, as a result of the turbulence in the credit markets and mortgage finance industry, the federal government
has taken on a significant role in supporting mortgage lending through its conservatorship of Fannie Mae and Freddie
Mac, both of which purchase home mortgages and mortgage-backed securities originated by mortgage lenders, and its
insurance of mortgages originated by lenders through the FHA and the VA. The availability and affordability of
mortgage loans, including consumer interest rates for such loans, could be adversely affected by a curtailment or
cessation of the federal government s mortgage-related programs or policies. The FHA may continue to impose stricter
loan qualification standards, raise minimum down payment requirements, impose higher mortgage insurance
premiums and other costs, and/or limit the number of mortgages it insures. Due to growing federal budget deficits, the
U.S. Treasury may not be able to continue supporting the mortgage-related activities of Fannie Mae, Freddie Mac, the
FHA and the VA at present levels, or it may revise significantly the federal government s participation in and support
of the residential mortgage market. Because the
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availability of Fannie Mae, Freddie Mac, FHA- and VA-backed mortgage financing is an important factor in
marketing and selling many of our homes, any limitations, restrictions or changes in the availability of such
government-backed financing could reduce our home sales, which could have a material adverse effect on our
business, prospects, liquidity, financial condition and results of operations.

Furthermore, in July 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act was signed into law.
This legislation provides for a number of new requirements relating to residential mortgages and mortgage lending
practices, many of which are to be developed further by implementing rules. These include, among others, minimum
standards for mortgages and lender practices in making mortgages, limitations on certain fees and incentive
arrangements, retention of credit risk and remedies for borrowers in foreclosure proceedings. The effect of such
provisions on lending institutions will depend on the rules that are ultimately enacted. However, these requirements,
as and when implemented, are expected to reduce the availability of loans to borrowers and/or increase the costs to
borrowers to obtain such loans. Any such reduction could result in a decline of our home sales, which could materially
and adversely affect us.

Any limitation on, or reduction or elimination of, tax benefits associated with owning a home would have an
adverse effect upon the demand for our home products, which could be material to our business.

Changes in federal income tax laws may affect demand for new homes. Current tax laws generally permit significant
expenses associated with owning a home, primarily mortgage interest expense and real estate taxes, to be deducted for
the purpose of calculating an individual s federal, and in many cases, state, taxable income. Various proposals have
been publicly discussed to limit mortgage interest deductions and to limit the exclusion of gain from the sale of a
principal residence. If such proposals were enacted without offsetting provisions, the after-tax cost of owning a new
home would increase for many of our potential customers. Enactment of any such proposal may have an adverse
effect on the homebuilding industry in general, as the loss or reduction of homeowner tax deductions could decrease
the demand for new homes.

Difficulty in obtaining sufficient capital could result in an inability to acquire land for our developments or
increased costs and delays in the completion of development projects.

The homebuilding industry is capital-intensive and requires significant up-front expenditures to acquire land parcels
and begin development. If internally generated funds are not sufficient, we may seek additional capital in the form of
equity or debt financing from a variety of potential sources, including additional bank financings and/or securities
offerings. The availability of borrowed funds, especially for land acquisition and construction financing, may be
greatly reduced nationally, and the lending community may require increased amounts of equity to be invested in a
project by borrowers in connection with both new loans and the extension of existing loans. The credit and capital
markets have recently experienced significant volatility. If we are required to seek additional financing to fund our
operations, continued volatility in these markets may restrict our flexibility to access such financing. If we are not
successful in obtaining sufficient capital to fund our planned capital and other expenditures, we may be unable to
acquire land for our housing developments and/or to develop the housing. Additionally, if we cannot obtain additional
financing to fund the purchase of land under our option contracts or purchase contracts, we may incur contractual
penalties and fees. Any difficulty in obtaining sufficient capital for planned development expenditures could also
cause project delays and any such delay could result in cost increases. Any one or more of the foregoing events could
have a material adverse effect on our business, prospects, liquidity, financial condition and results of operations.

We face potentially substantial risk with respect to our land and lot inventory.
We intend to acquire land parcels for replacement and expansion of land inventory within our current and any new

markets. The risks inherent in purchasing and developing land parcels increase as consumer demand for housing
decreases. As a result, we may buy and develop land parcels on which homes cannot be profitably built and sold. The
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market value of land parcels, building lots and housing inventories can fluctuate significantly as a result of changing
market conditions, and the measures we employ to manage inventory risk may not be adequate to insulate our
operations from a severe drop in inventory values. When market conditions are such that land values are not
appreciating, previously entered into option agreements may become less desirable, at which time we may elect to
forego deposits and pre-acquisition costs and terminate the agreements. In addition, inventory carrying costs can be
significant and can result in losses in a poorly performing project or market. In the event of significant changes in
economic or market conditions, we may have to sell homes at significantly lower margins or at a loss, if we are able to
sell them at all.
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Adverse weather, wildfires and geological conditions may increase c