Table of Contents

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, 2013

or
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
For the transition period from to

Commission File No. 001-35873

TAYLOR MORRISON HOME CORPORATION

(Exact name of registrant as specified in its chaer)

Delaware 90-0907432
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)

4900 N. Scottsdale Road, Suite 2000, Scottsdalejzana 85251
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area codeg(480) 840-8100
Securities Registered Pursuant to Section 12(b) tife Act:
Title of each clas Name of each exchange on which register
Class A Common Stock, $0.00001 par valt New York Stock Exchange
Securities Registered Pursuant to Section 12(g) tife Act: None
Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405%08#curities Act.  Yed No
Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 ornt®ecl5(d) of the Act. Yes[ No

Indicate by check mark whether the registrant @b filed all reports required to be filed by SectiB or 15(d) of the Securities Exchange Act of4L68ring
the preceding 12 months (or for such shorter patiatithe registrant was required to file such reg)pand (2) has been subject to such filing nesments for
the past 90 days. Ye&l No O

Indicate by check mark whether the registrant iasnitted electronically and posted on its corpo¥ab site, if any, every Interactive Data File rieed to be
submitted and posted pursuant to Rule 405 of Régnl&-T during the preceding 12 months (or fortssleorter period that the registrant was requioed t
submit and post such files). YeX] No O

Indicate by check mark if disclosure of delinquitlers pursuant to Iltem 405 of Regulation S-K i$ contained herein, and will not be contained hltest of
registrant’s knowledge, in definitive proxy or imfeation statements incorporated by reference inlRaf this Form 10-K or any amendment to thisriFol0-
K.

Indicate by check mark whether the registrantlage accelerated filer, an accelerated filer, aaccelerated filer, or a smaller reporting comp&@se the
definitions of “large accelerated filer,” “accelezd filer” and “smaller reporting company” in Rul&b-2 of the Exchange Act.

Large accelerated file O Accelerated file| O

Non-accelerated file Smaller reporting compar O
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Bxgle Act). Yes[l No

The aggregate market value of voting stock helddny-affiliates of the registrant on June 28, 20E3%801,295,022, based on the closing sales peicghare
as reported by the New York Stock Exchange on siaté.

Indicate the number of shares outstanding of e&tiedssuer’s classes of common stock, as of Repr24, 2014:

Class Outstanding
Class A Common Stock, $0.00001 par ve 32,857,80
Class B Common Stock, $0.00001 par v 89,451,16

Documents Incorporated by Reference

Portions of Part 11l of this Form 10-K are incorpted by reference from the Registrant’s definifivexy statement for its 2014 annual meeting of elhalders
to be filed with the Securities and Exchange Corsinisno later than 120 days after the end of trgidRant’s fiscal year.




Table of Contents

TAYLOR MORRISON HOME CORPORATION AND SUBSIDIARIES
(CONSOLIDATED AND COMBINED WITH TMM HOLDINGS LIMITE D PARTNERSHIP AND SUBSIDIARIES)
FORM 10-K
FOR THE YEAR ENDED DECEMBER 31, 2013

TABLE OF CONTENTS

Page
Number
PART I
Item 1. Business 2
ltem 1A.  Risk Factors 17
Item 1B.  Unresolved Staff Commen 37
Item 2. Properties 37
Item 3. Legal Proceeding 37
Item 4. Mine Safety Disclosure 37
PART Il
Item 5. Market for Registrar s Common Equity, Related Stockholder Matters asddr Purchases of Equity Securi 38
Item 6. Selected Financial Da 40
Item 7. Managemer’s Discussion and Analysis of Financial Conditiod &esults of Operatior 41
ltem 7A.  Quantitative and Qualitative Disclosures About MarRisk 77
Item 8. Financial Statements and Supplementary | 79
Item 9. Changes in and Disagreements with Accountants @outing and Financial Disclosu 13C
Item 9A.  Controls and Procedur 13C
Iltem 9B.  Other Informatior 13C
PART Ill
Iltem 10.  Directors, Executive Officers and Corporate Govaos 131
ltem 11.  Executive Compensatic 131
ltem 12.  Security Ownership of Certain Beneficial Owners Ma@hagement and Related Stockholder Mai 131
ltem 13.  Certain Relationships and Related TransactionsDaregttor Independenc 132
Iltem 14.  Principal Accounting Fees and Servi 132
PART IV
Item 15. Exhibits, Financial Statement Schedt 132

Signatures 13t



Table of Contents

TAYLOR MORRISON HOME CORPORATION AND SUBSIDIARIES
(CONSOLIDATED AND COMBINED WITH TMM HOLDINGS LIMITE D PARTNERSHIP AND SUBSIDIARIES)

Page

Number

Report of Independent Registered Public Accourfding 79
Consolidated and Combined Balance Sheets as ofnieme31, 2013 and 20: 80
Consolidated and Combined Statements of Operatioritke Years Ended December 31, 2013 and . 81
Consolidated and Combined Statements of Compreheisiome (loss) for the Years Ended December2@13 and 201. 82
Consolidated and Combined Statements of Stockts' Equity for the Years Ended December 31, 2013 &1 83
Consolidated and Combined Statements of Cash Hlmwke Years Ended December 31, 2013 and ! 84
Notes to Consolidated and Combined Financial Staites 85

Separate combined financial statements of our walmated joint venture activities have been orditiecause, if considered in the aggregate
they would not constitute a significant subsidiasydefined by Rule 3-09 of Regulation S-X.



Table of Contents

Available Information

Information about our company and communities ajated on our Internet websites at www.taylormamisom, www.monarchgroup.net a
www.darlinghomes.com (collectively, the “Taylor Mizion website”). The information contained on thaybr Morrison websites is not
considered part of this Annual Report on Form 10Ahnual Report”). Our periodic and current repoitgluding any amendments, filed or
furnished pursuant to Section 13(a) or 15(d) ofSkeurities Exchange Act of 1934, as amended @elfange Act”) are available, free of
charge, on our Taylor Morrison website as sooreasanably practicable after they are electroniddéig with or furnished to the Securities
and Exchange Commission (“SEC"). These filingsase available on the SEC’s website at www.sec.goaddition to our SEC filings, our
corporate governance documents, including our @d@onduct and Ethics and Corporate Governancedélinas are available on the
“Investor Relations” page of our Taylor Morrisonlvgite under “Corporate Governance.” Our stockhaldeay also obtain these documents ir
paper format free of charge upon request madertineastor Relations department.

In this Annual Report, unless the context requitterwise, references to “the Company,” “we,” “ugf™our” are to Taylor Morrison Home
Corporation (“TMHC") and its subsidiaries and refieces to “Predecessor” are to the North Americainless of Taylor Wimpey plc,
“Predecessor Parent Company”.

Including our predecessors, we commenced homehgiloperations in 1936. The July 2007 merger betWestor Woodrow plc and George
Wimpey plc, two UK-based, publicly listed homebeitd, resulted in the formation of Taylor Wimpey,@ad the subsequent integration of
Taylor Woodrow Holdings (USA), Inc. and Morrison iHes, Inc. in the U.S. resulting in Taylor MorrisBommunities, Inc. (Taylor Morrisor
Communities”, “Taylor Morrison” or “TMC"), and Momah Corporation (“Monarch”) in Canada. TMHC wasadngorated in Delaware in
November 2012. Our principal executive officeslamated at 4900 N. Scottsdale Road, Suite 200Qt<8tade, Arizona 85251 and t
telephone number is (480) 840-8100.

Forward-Looking Statements

Certain information included in this Annual Reportin other materials we have filed or will filethithe SEC (as well as information included
in oral statements or other written statements neade be made by us) contains or may contain foivl@oking statements within the meaning
of Section 27A of the Securities Act of 1933, aaded (the “Securities Act”), and Section 21E ef Bxchange Act. You can identify these
statements by the fact that they do not relateatiars of strictly historical or factual nature ageherally discuss or relate to estimates or othe
expectations regarding future events. They comairds such as, but not limited to, “anticipate tiemate,” “expect,” “project,” “intend,”
“plan,” “believe,” “may,” “can,” “could,” “might,” “should” and other words or phrases of similar niegiin connection with any discussion of
future operating or financial performance. As yead this Annual Report and other reports or pudiatements, you should understand that
these statements are not guarantees of perfornoamesults. They involve known and unknown risks;ertainties and assumptions, including
those described under the heading “Risk Factorfairt I, Item 1A. and elsewhere in this Annual Repdlithough we believe that these
forward-looking statements are based upon reasemaisumptions, you should be aware that many f&dtmluding those described under the
heading “Risk Factors” in Part I, tem 1A. and &ikere in this Annual Report, could affect our atfirmncial results or results of operations
and could cause actual results to differ materifatiyn those in the forward-looking statements.

Forward-looking statements speak only as of the thely are made. We undertake no obligation toigiyhipdate any forward-looking
statements, whether as a result of new informafidgare events or otherwise. This discussion ivioled as permitted by the Private Securities
Litigation Reform Act of 1995, and all of our forvealooking statements are expressly qualified &irtkntirety by the cautionary statements
contained or referenced in this section.
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PART |

ITEM 1. BUSINESS
Overview of Taylor Morrison Home Corporation

We are one of the largest public homebuilders inttNdmerica. Headquartered in Scottsdale, Arizavepuild single-family detached and
attached homes and develop land, which includestiife and master-planned communities. We are psbodr legacy of nearly 80 years in
the homebuilding industry, having originally commed homebuilding operations in 1936. We operateeuadr Taylor Morrison and Darling
Homes brands in the U.S. and under our Monarchdaraanada.

Our business has twelve homebuilding operatingsttins, which are combined into three reportablemssdgs: East, West and Canada, which
segments accounted for 58%, 31% and 11%, resplgtofeour net sales orders (excluding unconsoéidgoint ventures) for the year ended
December 31, 2013.

Our reportable homebuilding segments have operatian

East: Houston (which includes a Taylor Morrison divisiand a Darling Homes division), Austin, Dallas (whiocludes a
Darling Homes division only), North Florida and We&#orida.

West: Phoenix, Northern California, Southern Californrad@enver

Canada Kitchene-Waterloo, Ottawa, Toront
In all of our markets, we build and sell a broad amovative mix of homes across a wide range igegpoints. Our emphasis is on designing,
building and selling homes to move-up buyers. Weveell positioned in our markets with a top-10 nedrshare (based on 2013 home closing:

as reported by Hanley Wood and Metrostudy and 2@t3e sales as reported by Real Net Canada, Int4 af our 19 markets. A market is
defined as an individual metropolitan area, anccadd have multiple markets within each division.

All of the divisions in our East and West segmaitsr single-family attached and/or detached hoarmesgenerally operate as merchant
builders. Merchant builders generally acquire fglgnned and entitled lots and may construct anisiprovements but normally do not
construct significant off-site utility or infrasttture improvements. In certain markets we alsoatpeas community developers. Community
development includes the acquisition and developmglarge-scale communities that may include sigant planning and entitlement
approvals and construction of off-site and on-sitkities and infrastructure. Our Canada segmensists of our operations within the province
of Ontario, primarily in the Greater Toronto Aré&TA”) and also in Ottawa and Kitchener-Waterloadaoffers both single-family and high-
rise communities.

Mortgage Operations is also a separate reportalgimant of our business. Our Mortgage Operationsrtalple segment provides financial
services to customers in the U.S. through its whmlined mortgage brokerage subsidiary, operatinpgtor Morrison Home Funding, LLC
(“TMHF"), and title examination services in someJlocations through various joint ventures.

We believe our business is distinguished by:
» our strong historical financial performance and gizs;
» our strong balance sheet with liquidity availalde growth;
e our attractively located land inventory carriecadbw cost basis
e our strong presence in hi-growth homebuilding market
» our profitable Monarch business in Ontal
» our expertise deliverin“lifestyle” communities targeted at mc-up buyers; an

» our deep knowledge of our homebuyer customer hag@ar reputation for qualit
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For financial information about our segments, Isen 7 — Management’s Discussion and Analysis médifgial Condition and Results of
Operations, of this Annual Report, and the accompanying Chaated and Combined Financial Statements and Nb#geto in Item 8 of this
Annual Report.

Industry Overview and Current Market Developments
Housing Industry Conditions within the U.<S

We believe that a fundamental housing recoverndeaway on a national basis, driven by consumers avh increasingly optimistic about
their economic prospects and is supported by skpesitive economic and demographic factors, inclgaiecreasing unemployment,
increasing home values, improving household balaheets, declines in new and existing for-sale hiowentory, and low interest rates
supporting affordability and home ownership. While were encouraged by the positive and improvedls®f 2013, several challenges still
exist that may impact the speed of the recovemgh s lingering unemployment concerns, nationalgollal economic uncertainty and a
continuing restrictive mortgage lending environméte are additionally challenged by shortages énlévor supply, specifically as it relates
qualified tradespeople. However, we believe weiraan upward business cycle in most of our mar&stthe ability to deliver homes to
prospective buyers’ still lags behind demand aredatailability of new and pre-owned homes remaorsstrained.

Housing Industry Conditions within Ontario, Canad

The Canadian housing market has been more stabiettie U.S. housing market over the past five yearsias moderated during 2013 as the
U.S. housing recovery has strengthened. The restamgth and consistency of the Canadian housingataarticularly in Ontario where we
operate, is largely a result of low interest rated steady home growth in demand due to continoingrowth and immigration-driven
population growth. The Canadian housing marketgeaerally been characterized by a stable levebuogimg starts, a balanced saledidtings
ratio and steady long-term growth in housing pri¢esddition, Canadian home buying practices céffenumber of structural, mortgage
lending, legal and general market characteristias have allowed the Canadian housing market tev gitca sustainable pace and to experienc
significantly lower mortgage default rates over plast decade as compared to the U.S.

In Canada, almost all mortgages are “full recoutsahs, meaning that the borrower remains resplnfbthe mortgage even in the case of a
mortgage completion by the lender. The laws of n@zstadian jurisdictions permit home mortgage lestieiseek to apply all other assets of
the borrower against the mortgage and even to gfafoture earnings of the borrower in the everdeffult. In contrast, many mortgages in the
U.S. are “limited recourse” which provide for mdiraited remedies.

For information and analysis of recent trends inaperations and financial condition, deam 7 — Management’s Discussion and Analysis 0
Financial Condition and Results of Operaticof this Annual Report, and for financial informatiabout our results of operations, assets,
liabilities, stockholders’ equity and cash flowseghe accompanying Consolidated and Combined €imlaBtatements and Notes thereto in
Item 8 of this Annual Report.

Strategy

During the economic downturn, we maintained ouedmusiness strategy of focusing on move-up buyérereas we observed that many
homebuilders refocused their businesses on loweeghhomes. We believe our experience in the mgvearket allows us to significantly
expand our new home offerings at higher price poi®ur average price of homes closed was $389¢0bé year ended December 31, 2013.
Historically, our average selling price has ranksdimong the top quartile in this category of thklisc homebuilders. We believe homebuyers
at these higher price points are more likely taigadnd pay for the quality of lifestyle and constien for which we are known, and that they
are more insulated from market volatility. We betieour long land position, in what we believe aighly desirable submarkets, and strengt
our land pipeline have positioned the Company foigh and increased profitability in an improvingusing market through disciplined
execution of the following elements of our strategy

» Drive revenue by opening new communities from éxistand supply

» Combine land acquisition and development expewise homebuilding operations to maximize profitatiil
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* Focus our offerings on targeted customer gro

» Build aspirational homes for our customers andveelsuperior customer servic
e Maintain a strong capital structul

» Selectively pursue acquisitior

» Adhere to consistent core operating principlesrieedonc-term performance; ar

» Ensure we have the best available team bychaid retaining top talent, expecting top levefgranance and allocating proper
resources to drive execution of our business |

2011 Acquisition by our Principal Equityholders

In July 2011, affiliates of TPG Global, LLC (“TPG'Daktree Capital Management, L.P. (“Oaktree”) aHdnvestments Inc. (“JH”, and,
together with TPG and Oaktree, the “Principal Bguitders”), used TMM Holdings Limited Partnershifg MM Holdings”) to acquire TMC
and Monarch from U.K. based Taylor Wimpey plc fggeegate cash consideration of approximately $illidrb(the “Acquisition”).

The Acquisition was financed in part by a $620.8iam cash equity contribution (the “Equity Contuition”) by the Principal Equityholders
and a $625 million senior unsecured credit facilifth affiliates of TPG and Oaktree, consistingad500 million bridge loan facility and a
$125 million incremental bridge loan facility (cedtively, the “Sponsor Loan”). We repaid the $128iom bridge facility in August 2011 and
repaid $350 million of the Sponsor Loan in Aprill20with a portion of the proceeds of the issuarfc8560 million of 7.75% Senior Notes due
2020 (the “2020 Senior Notes”). The affiliates ¢#G and Oaktree who were lenders under the Spomsor taused the then remaining $150.(
million of the Sponsor Loan to be acquired by as@diary of TMM Holdings, and affiliates of TPG afhktree acquired an additional $150.0
million of limited partnership interests in TMM Hiihgs.

Recent Developments
Initial Public Offering

On April 12, 2013, TMHC completed its initial publoffering (the “IPO”) of 32,857,800 shares of@mss A Common Stock, par value
$0.00001 per share (the “Class A Common Stock&juiing 4,285,800 shares of Class A Common Stokkisazonnection with the full
exercise of the option to purchase additional shgranted to the underwriters, at a price to tHdipwf $22.00 per share. The shares began
trading on the New York Stock Exchange on April 2013 under the ticker symbol “TMHC.” As a resuitlee completion of the IPO and the
Reorganization Transactions (as defined below), TMi¢came the indirect parent of TMM Holdings, thétg at which we previously
consolidated our financial statements.

Reorganization Transaction

In connection with the IPO, TMHC completed a sedgkgansactions on April 9, 2013 (the “Reorgan@maflransactions”) pursuant to a
Reorganization Agreement dated as of April 9, 2Qt8 “Reorganization Agreement”) among TMHC, TMMIHiags Il Limited Partnership
(“New TMM?"), other subsidiaries of TMHC, affiliatesf the Principal Equityholders, certain member3®HC’'s management and its Board
of Directors (the “Board”), TPG TMM Holdings I, B. (the “TPG Holding Vehicle”), OCM TMM Holdings,IL.P. (the “Oaktree Holding
Vehicle” and, together with the TPG Holding Vehidlee “TPG and Oaktree Holding Vehicles”) and TMMI#ings. The Reorganization
Agreement governs the terms of the Reorganizatiandactions, which are described in TMHC's RegiigsmaStatement on Form S-1 (File
No. 33:-185269), which was declared effective by the SB@\pril 9, 2013 (the “Registration Statement”).

In the Reorganization Transactions, the existingdrs of limited partnership interests in TMM Haids, including the Principal Equityholders
and certain members of TMHEmanagement and Board, through a series of tramssccontributed their limited partnership intgein TMNV
Holdings to a new limited partnership, New TMM, bubat TMM Holdings and the general partner of TNHdIdings became wholly-owned
subsidiaries of New TMM. TMHC, through a seriegrahsactions, became the sole owner of the geparaier of New TMM, and TMHC
used a portion of the net cash proceeds receivikitPO to purchase common partnership units i FBIM (“New TMM Units”) from New
TMM.
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In the Reorganization Transactions:
* TPG and Oaktree each formed the TPG Holding Velsintethe Oaktree Holding Vehicle, respectiv:

e The Principal Equityholders and members of TMsli@ianagement and Board directly or indirectly erglea all of their respecti
Class A Units, Class J Units and performance-vg<iilass M Units in TMM Holdings on a one-for-onesisafor new equity
interests of the TPG and Oaktree Holding Vehicléh terms that are substantially the same as thesCA Units (other than certain
Class A Units exchanged by JH as described belBig)ss J Units (other than with respect to certaistimg conditions) and
performanc-vesting Class M Units in TMM Holdings surrendered éxchange

» JH exchanged a portion of its Class A Units in TNMIdings for New TMM Units to be held by Ji

 Members of TMHC’s management and Board exchaduadjeof their time-vesting Class M Units in TMM Hiings for New TMM
Units with vesting terms that are substantially saee as those of the Class M Units surrenderegifdrange

 New TMM directly or indirectly acquired all of thélass A Units, Class J Units and Class M Units MV Holdings outstandiny
prior to the Reorganization Transactions;

e The TPG and Oaktree Holding Vehicles directly aliectly acquired New TMM Units

Immediately following the consummation of the Remgation Transactions, the limited partners of NeMM consisted of TMHC, the TPG
Holding Vehicle, the Oaktree Holding Vehicle, JHlasertain members of TMHC’s management and Bodnd.number of New TMM Units
issued to each of the TPG and Oaktree Holding VetidH and members of TMHC’s management and Beardescribed above, was
determined based on a hypothetical cash distribitjoTMM Holdings of TMHC's prdPO value to the holders of Class A Units, Clakhilts
and Class M Units of TMM Holdings, the IPO pricadahe price per share paid by the underwritersii@res of Class A Common Stock in the
IPO.

In connection with the Reorganization Transactiding, TPG and Oaktree Holding Vehicles, JH and mesnbeTMHC’s management and
Board were also issued a number of shares of TMI@Giss B Common Stock, par value $0.00001 per qltzee'Class B Common Stock”)
equal to the number of New TMM Units that each ineme: One share of Class B Common Stock, togetlitbrame New TMM Unit is
exchangeable into one share of Class A Common Stock

In connection with the Reorganization TransactidMdHC recorded a one-time, non-cash charge of $80l®n (based on the IPO price of
$22.00 and other factors) in respect of the madlifom of the Class J Units in TMM resulting fronettermination of the JHI Services
Agreement between JH and TMM Holdings (the “JHMBars Agreement”) and the direct or indirect exa®fon a one-for-one basis) of the
Class J Units for units having substantially eglemaperformance vesting and distribution termthsa TPG and Oaktree Holding Vehicles.

In connection with the Acquisition in July 2011fildites of the Principal Equityholders enterecbimianagement services agreements with
TMM Holdings, Taylor Morrison Holdings, Inc. (“Tagt Morrison Holdings”) and Monarch Communities If¢Monarch Communities”)
relating to the provision of certain managementjsady and consulting services. In consideratiofiraincial and structural advice and anal
made in connection with the Acquisition, Taylor Meon Holdings and Monarch Communities paid a ome-transaction fee of $13.7 million
to the Principal Equityholders and also reimburtbedPrincipal Equityholders for third-party, outgcket expenses incurred in connection
with the Acquisition, including fees, expenses dighursements of lawyers, accountants, consultardther advisors. In addition, as
compensation for ongoing services provided byiaféik of the Principal Equityholders under the ngamaent services agreements, Taylor
Morrison Holdings and Monarch Communities agreepay to affiliates of the Principal Equityholders annual aggregate management fee o
$5.0 million. Immediately prior to the IPO, the nagement services agreements were terminated iraegelfor an aggregate payment
pursuant to the terms of such agreements of $2Bli8msplit equally between TPG and Oaktree.

Use of Proceeds of the IPO

Net proceeds from the sale of 32,857,800 shar&asis A Common Stock in the IPO were approximasély8.6 million after deductin
underwriting discounts and commissions and offegrgenses.
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TMHC used $204.2 million of the net proceeds of @ to acquire New TMM Units from New TMM (at aige equal to the price paid by the
underwriters for shares of Class A Common StoakélPO). New TMM contributed such net proceedsMM Holdings, which then
contributed such proceeds to TMC and Monarch Conitiesr(collectively “the Bond Co-Issuers”) to rede&189.6 million aggregate
principal amount of our 2020 Senior Notes (at achase price equal to 103.875% of their principabant, plus accrued and unpaid interest of
$7.3 million through the April 12, 2013 redemptidate). The remaining approximately $464.4 millidrihee net proceeds from the IPO,
together with $18.1 million of cash on hand wasdusepurchase 23,333,800 New TMM Units (at a peigaal to the price paid by the
underwriters for shares of TMHC's Class A Commooc8} held by the TPG and Oaktree Holding Vehiclkésand certain members of
TMHC’s management and Board. A summary of the digbeolPO proceeds follows (in thousands):

Use of
Proceeds

Proceeds from sale of Class A Common Stock $ 722,87:
Underwriting discounts and commissic (43,377
Offering expense (10,909
Net proceed $ 668,59¢
Principal and premium payment on 2020 Senior N (204,18()
Purchase of New TMM Units and corresponding shafédass B Common

Stock (482,549
Cash on han 18,12¢

$ -

Because TMHC purchased New TMM Units at a valuaitioexcess of the proportion of the book value etfassets acquired, TMHC incurred
an immediate dilution of $297.6 million, which ialculated as the net proceeds used by TMHC to pgeeNew TMM Units of $668.6 million
less the book value of such interests of $371.0amilThis dilution is reflected within TMHC's adibnal paid in capital (“APIC”) as a
reallocation from APIC to non-controlling interests Principal Equityholders in the accompanying Giidated and Combined Statement of
Shareholders Equity.

Impact to Quarterly Information Previously Filed — The previously filed Consolidated Statements otltoelders’ Equity for the six and
nine months ended June 30, 2013 and Septembe®38,dd not reflect the $297.6 million re-allocatibetween APIC and non-controlling
interest — Principal Equityholders. The impacttagterror to the previously issued financial stadata is a decrease in APIC and a
corresponding equivalent increase to non-contmliimerest — Principal Equityholders of $297.6 roill for both periods. There would be no
impact on the total balance of equity, share coanfweviously reported earnings per share arglribt material to our previously issued
consolidated financial statements.

Restated Revolving Credit Facilit

Concurrently with the Acquisition in July 2011, TM@d Monarch (the “Original Revolver Co-Borrowersshtered into a senior secured
revolving credit facility with a syndicate of thighrty banks and financial institutions, with amgeegate committed principal amount of $75.0
million (as amended and restated as of April 13,22@he “Original Revolving Credit Facility”). Onugust 15, 2012, we utilized the $50.0
million incremental facility feature under the Grigl Revolving Credit Facility to increase the riwng credit commitments from $75.0 milli
to $125.0 million. On December 27, 2012, we furthrended the Original Revolving Credit Facilityptovide for $225.0 million in aggregate
revolving credit commitments.

On April 12, 2013, the Original Revolver Co-Borrawentered into an amendment agreement (the “Amentiirto the Original Revolving
Credit Facility (as amended and restated by therfgment and the January 2014 amendment described lible “Restated Revolving Credit
Facility”). The Restated Revolving Credit Faciligmong other things, converted the Original Reva\Credit Facility into an unsecured
facility and increased the aggregate revolving itre@mmitments under the facility to $400.0 million

On January 15, 2014, the Original Revolver Co-Beers amended the Restated Revolving Credit Fatditgmove Monarch as co-borrower.
The overall borrowing capacity and terms were atter unchanged. As a result of the
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Amendment, TMC is now the sole borrower under test®ed Revolving Credit Facility. SHete 19 — Subsequent Eveoftshe Notes to the
Consolidated and Combined Financial Statementein 8 of this Annual Report.

We had no outstanding borrowings under the ResRéalving Credit Facility at December 31, 2013 &50.0 million outstanding at
December 31, 2012. As of December 31, 2013, we$Bd8.5 million of additional availability for bormongs and $173.5 million of additional
availability for letters of credit (giving effeab t526.5 million of letters of credit outstandingadsuch date). For more information regarding
Restated Revolving Credit Facility, skem 7 — Management’s Discussion and Analysis médfdial Condition and Results of Operations —
Overview of Capital Resources and Liquidity — CalgResources — Original Revolving Credit FacilitydaRestated Revolving Credit Facility
in this Annual Report.

2021 Senior Notes

On April 16, 2013, the Bond Co-Issuers completedissuance of $550.0 million aggregate principabant of 5.25% Senior Notes due 2021
(the “2021 Senior Notes” and together with the 282@ior Notes, the “Senior Notes”). We used thepneteeds from the issuance of the 202
Senior Notes to repay the outstanding balance uhédrestated Revolving Credit Facility and for gah corporate purposes, including the
purchase of additional land inventory. For mor@infation regarding the 2021 Senior Notes,Is&® 7 — Management’s Discussion and
Analysis of Financial Condition and Results of Ggiems— Overview of Capital Resources and Liquidity —iG&Resources 2021 Senio
Notesin this Annual Report.

Darling Acquisition

On December 31, 2012, we acquired certain assdtBanilities of Darling Interests, Inc., a Texaased homebuilder, and certain affiliated
entities (collectively, “Darling” or the “Darling équisition”). Darling builds homes under the Daglidiomes brand for move-up and luxury
buyers in the Dallas-Fort Worth Metroplex and ia tBreater Houston Area markets. Darling is a watidglished builder whose products
complement our existing product lines in Texas. @bguisition of Darling has given us a strong pnesan the Dallas homebuilding market
and has expanded our existing operations in Houston

The consideration for the acquisition of the Daylassets was $114.8 million as well as a contingapinent of $50.0 million, plus 5% of any
cumulative earnings before interest and taxes a$2a28.5 million over the four year period followiBgcember 31, 2012. A portion of this
amount was financed by $50.0 million of borrowingeler our Original Revolving Credit Facility. Appiicately $27.6 million of the price for
the acquisition was financed by the sellers. Innemtion with the purchase price allocation for dlequisition, we recorded $23.4 million of
goodwill and $9.9 million of intangible assets wiithite useful lives. Additionally, we incurred lmillion of transaction costs which were
recorded as other expense (income), net in 20bAriConsolidated and Combined Statements of OpaatDarling operates as part of our
East segment, and the goodwill recorded as paheoDarling Acquisition has been recorded in thiamee sheet for the East segment and is
included in our Consolidated and Combined Balariees.

Exchange of Class J Units in TMM Holding

In connection with the Acquisition in July 2011, déteived an aggregate of 60,531,998 Class J unit¥iM Holdings (made up of J-1 Units,
J-2 Units and J-3 Units). Class J Units in TMM Holgk were issued in consideration of JH's serwicE¥M Holdings and were subject to
both time and performance-based vesting conditidhthe completion of the Acquisition, TMM Holdingsd JH entered into the JHI Services
Agreement.

Satisfaction of the time-vesting condition requithd JHI Services Agreement to be in effect ahiefdate each annual installment vests. The
service conditions set forth in the JHI Servicese®gnent were to lapse after a period of five years.

In the Reorganization Transactions, the TMM Holdi@ass J Units tied to TPG’s returns were exchaufigeClass J Units of the TPG
Holding Vehicle, and the TMM Holdings Class J Uriesd to Oaktree’s returns were exchanged for Clddsits of the Oaktree Holding
Vehicle, in each case with substantially equivafmrformance vesting and distribution terms bufutore service conditions. J-1 Units, J-2
Units and J-3 Units of the TPG and Oaktree Holding
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Vehicles will generally vest when the applicablersgor, TPG or Oaktree, has achieved an intermalofateturn (in cash) on its aggregate
capital contribution of 10%, 15%, or 15% plus ax1D.0x or 2.0x return of capital, respectively €8k rates of return were generally similar to
those in the Class J Units in TMM Holdings that evezplaced.

As a result of the completion of the Reorganizafisansactions and the IPO, no Class J Units arteopéine equity structure of TMHC or New
TMM. The JHI Services Agreement has been terminatebiwill not be replaced. The termination of thié Services Agreement in connection
with the exchange was a modification of the Classids under ASC Topic 718-20-35-3, requiring teeagnition of an $80.2 million nocash
charge in our Consolidated and Combined Statenoéi@@perations in indemnification and transactiopenses. This non-cash charge is non-
recurring and was recorded as an expense anddafsanhin the non-controlling interests of TMM Haids. The amount of the charge
represents the fair value of the Class J Unitdherdite of modification. The fair value of the GldsUnits at the date of modification has been
estimated using a Black-Scholes model with thefaithg key assumptions: (1) volatility of 40%, bageda comparable peer set of companies
which includes Standard Pacific Corp., Lennar Coapon, Ryland Group Inc., KB Home, PulteGroup Jttovnanian Enterprises Inc., Beazet
Homes USA Inc., Meritage Homes Corporation, M/I Hmmninc., and DR Horton, Inc.; (2) a risk free raft®.4%, based on U.S. Treasuries
with a like term; (3) an expected life of three i2d4) a 20% discount for lack of marketabilityaiocount for the illiquidity of the Class J Units
in TMM Holdings and the Class J Units in the TP@ &@uaktree Holding Vehicles being issued in exchaameell as the impact of the
performance conditions (the requirement to redtigereturn on capital of TPG and Oaktree at thdiegdgle thresholds) still to be met as of the
date of the modification, based on both quantitatind qualitative factors; and (5) a hypothetieahcdistribution by TMM Holdings of TMM
Holdings’ pretPO value to the holders of Class A Units, Clakhits and Class M Units of TMM Holdings based oae frice per share paid
the underwriters for shares of TMHC'’s Class A Comr&tock in the IPO on the assumption that the perdoce conditions applicable to the
Class J Units in TMM (the requirement to realize thturn on capital of TPG and Oaktree at the aaple thresholds) had been met as of the
date of the IPO.

Homebuilding Operations

We focus on developing “lifestyle” communities, whihave many distinguishing attributes, includimgxomity to job centers, strong school
systems and a variety of amenities. Within our camities, we offer a range of award-winning desitimeugh our single-family detached,
single-family attached and high-rise condominiumdarcts. We engineer our homes for energy-efficienogt savings and comfort to reduce
the impact on the environment while decreasinghamebuyers’ annual operating costs. Although wgetamove-up buyers, our portfolio also
includes high quality homes aimed at entry-leuetuty and active adult buyers.

We strive to maintain appropriate consumer produadt price level diversification. We target the Esgand most profitable consumer groups
while ensuring the divisional portfolios are noedy concentrated in any one group. Our abilityptild at multiple price points enables us to
adjust readily to changing consumer preferencesaffoddability. We also use measures of market ifipesupply and demand to determine
which consumer groups are ultimately targeted aitidoe the most profitable in a specific land pasit

We market single-family homes with many amenit@sntry-level through movap homebuyers. We believe that our reputationtaslder of
homes for move-up buyers enhances our competitigéipn with respect to the sale of our smallerrenmoderately priced single-family
detached and attached homes enabling us to captueemargin.

We have developed a number of home designs withriesisuch as single-story living, split bedroomingl and first floor master bedroom
suites to appeal to universal design needs, asaw@lbmmunities with recreational amenities suafpodfscourses, pool complexes, country
clubs and recreation centers. We have integragskttesigns and features in many of our homesa@nthanities.

We offer some of the same basic home designs iitesioommunities and engage unaffiliated architettirms and internal architectural
resources to develop new designs to replace or anigexisting plans in order to ensure that our lorelect current and local consumer
tastes. During the past year, we introduced 118giegle-family detached and attached floor plans.
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A summary of homebuilding activity by segment aswodl for the year ended December 31, 2013 is ksl

(Dollars in thousands)

Year Ended December 31, 201 At December 31, 201:
Average
Selling Price Number of
Active Selling Homes ir

Homes of Closed Homes $ Value of

Closed Homes Sold Communities Backlog Backlog
East 2,91 $ 37¢€ 3,25¢ 13C 1,544 $ 667,72
West 1,80 42¢ 1,76: 48 622 320,02¢
Subtotal U.S. 4,71¢€ $ 394 5,01¢ 17¢ 2,16¢ $ 987,75¢
Canade 1,11% 36€ 59¢€ 16 822 259,35:
Subtotal North America 5,82¢ $ 38¢ 5,61¢ 194 2,98¢  $1,247,10
Unconsolidated joint venture 441 301 83 3 54¢ 195,97¢
Total 6,27( $ 382 5,691 197 3,53¢ $1,443,08!

We believe that during 2014 we will deliver to amers substantially all homes in backlog at Decerthe2013 under existing or, in the case
of cancellations, replacement sales contracts.

Land Acquisition Policies and Developme

Locating and acquiring suitable land positions @itical challenge for any homebuilder or develope order to maximize our expected risk-
adjusted return, the allocation of capital for lamgestment is performed at the corporate levehwitisciplined approach to overall portfolio
management. Our investment committee meets twiaghhg or as needed, and consists of five of oniweexecutives. Annually, the
divisions prepare a strategic plan for their spegjeéographies. Macro and micro indices, such gd@ment, housing starts, new home sales,
resales and foreclosures along with market relgléfts in competition, land availability and consempreferences, are carefully analyzed to
determine the land and homebuilding strategy. Supptl demand are analyzed on a consumer segmestlntrket basis to ensure land
investment is targeted appropriately. The loagn plan is compared on an ongoing basis to cuoc@mditions in the marketplace as they ew
and is adjusted to the extent necessary. Majorldprent strategy decisions regarding communitytjmysng are included in the underwriting
process and are made in consultation with senionimees of our management team. Our existing lantdglioras of December 31, 2013 is
detailed below:

Owned Lots December 31, 201 Controlled Lots December 31, 201
Long- Total
term owned &
strategic controlled
Partially Partially
Raw developet Finished  assets Total Raw  develope( Finished Total lots
East 8,76¢ 6,11C 4,36¢ 1,92: 21,16¢ 7,02¢ 87¢€ 901 8,80t 29,97
West 2,81¢ 2,721 2,84¢ 1,807 10,19¢ 1,89 121 45 2,06  12,25¢
Subtotal U.S. 11,58¢ 8,831 7,217 3,72¢ 31,36 8,92t 997 94€ 10,86¢ 42,23:
Canads 1,06¢ 95¢ 34z — 2,36¢ 20C — 57¢ 778 3,14(
Subtotal North America 12,65( 9,79C 7,55¢ 3,72¢ 33,72¢ 9,12t 997 1,521 11,64¢ 45,37
Unconsolidated joint venturdl) 1,332 1,03¢ — — 2,370  — 46€ — 46€ 2,83¢
Total 13,98: 10,82¢ 7,55¢ 3,72¢ 36,09¢ 9,12°¢ 1,468 1,521 12,117  48,20¢

(M) Single-family joint ventures and high-rise jougntures owned and controlled lots are comprisasliofroportionate share of lots within
consolidated joint venture
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Lot Development Statu

As of December 31, 201
Book Value of Lanc

(Dollars in thousands) Owned Lots

Development Status @ and Development
Raw 13,98 $ 425,75¢
Partially develope: 10,82¢ 516,49:
Finished 7,55¢ 732,01!
Long-term strategic asse 3,72¢ 27,98¢
Total 36,09¢ $ 1,702,25.

@ Includes 2,370 lots which are held within consdkdgjoint ventures

In North America, many builders buy finished latsrh a land developer. This approach reduces thgimavailable and makes planning
difficult when competition for finished lots is gignularly high. We are less dependent on this apghohaving a well-established land
development business in several of our markets;hwive believe allows us to generate higher margins.

Lot Vintage
As of December 31, 201
Book Value of

Subtotal North  Unconsolidatec  Total Owned Dollar %
(Dollars in thousands) Land and
Year Acquired East West Subtotal U.S  Canade America Joint Ventures Lots Development  of Total
Pre-2008 4,21¢ 2,73¢ 6,95( 1,62( 8,57( 1,22t 9,79t $ 144,71 8.5%
2008 32C 16t 48¢ — 48¢ 21C 69: 5,25¢ 0.2
2009 41¢ 1,60: 2,022 — 2,022 — 2,022 60,51¢ 3.€
2010 2,10¢ 49 2,15¢ 10 2,16¢ 174 2,33¢ 34,25¢ 2.C
2011 1,24% 664 1,90¢ 23¢ 2,14 201 2,34¢ 120,00¢ 7.1
2012 6,014 2,551 8,56¢ 85 8,65( — 8,65( 540,05 31.7
2013 6,84¢ 2,42¢ 9,27¢ 412 9,69( 56C 10,25( 797,44: 46.€
Total 21,16¢ 10,19¢ 31,36 2,36¢ 33,72¢ 2,37( 36,09¢ $1,702,25. 100.(%

In the land purchasing process, specific projetisterest are detailed by the local division teame|uding proposed ownership structure,
environmental concerns, anticipated product segatient competitive environment and financial retuie also determine whether further
spending on currently owned and controlled laraigell-timed and appropriate use of capital. Askeacircumstances change, we evaluate
whether communities that have been put on holdhwiliesumed. In all circumstances, our investmeateg)y emphasizes expected profitak
to reflect the risk and timing of returns, rathean the establishment or maintenance of sales vaslumnew or existing markets.

Community Development

We aim to establish a complete concept for eachnuamnity we develop, beginning with an overall comiitypudesign and then determining the
size, style and price range of the homes and glmutaof the streets and individual home siteshindase of developed communities, after
necessary governmental subdivision and other apfgdave been obtained, we improve the land byiokpand grading, installing roads,
underground utility lines and recreational amesiterecting distinctive entrance structures ankirggeout individual home sites.

Each community has personnel that perform supéiatet, sales and customer service functions, ijuoction with a local management team
to manage the general project.

Our construction, land and purchasing managergdauate subcontracting services and supervise pdas of construction work and quality
control. We are a general contractor for all of bomebuilding projects in the U.S. and all of otmjects in Canada. Subcontractors perforn
home construction and land development work, gdigarader
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fixed-price contracts. Although the constructiangifor our homes varies from project to projected&ting on geographic region, the time of
year, the size and complexity of the homes, lcadabt situations, the governmental approval prosesaailability of materials and supplit
and other factors, we typically complete the cargtton of a home in approximately three to six nient

Procurement and Constructiol

We employ a comprehensive procurement progranigkatages our size and national presence to achitnaetive cost savings. Our object
in procurement is to maximize efficiencies on lpcagional and national levels and to ensure ctardisitilization of established contractual
arrangements.

The program currently involves over 40 vendors iastudes highly reputable and well-established canigs who supply us with lumber,
appliances, HVAC systems, insulation, shinglesptpand lighting, among other supplies. Through e¢hetationships, we are able to realize
discounts on the costs of essential materials.@ctstare typically structured to include a blehdttractive upfront pricing and rebates and, in
some cases, advantageous retroactive pricing tariogs of contract renewals. The program arrangenaee typically not designed to be
completely exclusive in nature; for example, dioms may choose to use local or alternate suppfigsy find cost savings by doing so.
However, our divisions have historically made usewer 80% of our national procurement contra@sgély as a result of the advantageous
pricing available under such contracts.

In addition to cost advantages, these arrangenaéstshelp minimize the risk of construction deldysing supply shortages, as we are often
able to leverage our size to obtain our full altgmaof required materials. Furthermore, thesersyeanents sometimes include provisions for
cooperative marketing, which allow us to extendrérech and effectiveness of our advertising effékts are, however, challenged by short
in the labor supply, specifically as it relategjtalified tradespeople.

Sources and Availability of Raw Materia

Based on local market practices, we either diremtl{hrough our subcontractors, purchase drywatent, steel, lumber, insulation and the
other building materials necessary to construairadn While these materials are generally widelylalbe from a variety of sources, from tir
to time we experience serious material shortageslonalized basis, particularly during periods vehine regions in which we operate
experience natural disasters that have a signifiogmact on existing residential and commercialaires and during periods of robust
construction activity when there is high demandrfew homes. During these periods, the prices fega@hmaterials can substantially increase
and our construction process can be slowed. Werglinbave multiple sources for the materials wechase and have not experienced
significant delays due to unavailability of necegsaaterials.

Homes in Inventory

We manage our inventory of homes under construdtyoselectively starting construction on unsold ksrto capture new home demand, w
monitoring the number and aging of unsold homesofA3ecember 31, 2013, we had a total of 4,206 loméventory, which included 2,988
homes under contract but not yet closed.

The following is a summary of our homes in invegtby segment as of December 31, 2013:

Sold
Homes Inventory
in Inventory Value
Backlog without
(Dollars in thousands) 1) Models to be Solc Total Land
East 1,544 13C 44% 2,11¢ $216,62.
West 622 122 43¢ 1,17¢ 154,76¢
Subtotal U.S. 2,16¢ 252 88( 3,29¢ $371,38t
Canad#2 822 23 63 90¢ 82,99¢
Total 2,98¢ 27E 94: 4,20¢ $454,38

@ Includes homes sold but not yet stat
(@ Does not include unconsolidated joint ventu
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A significant portion of our Canada homes in inwewtrelate to our High-Rise division. The followitapble summarizes the size and status of
the active projects of our High-Rise division, &9ecember 31, 2013:

Garden Water-
Ultra Yorkland Court Couture scapes Encore Lago Picassc
Ownership by Monarch

Corporation 100.(% 100.% 100.(% 50.(% 50.(% 50.(% 50.(% 50.(%
Units in the projec 427 40z 18€ 47€ 344 403 43€ 401
Total firm offers as of Dec. 31,

2013 422 39¢ 17C 474 33t 40C 37¢ 367
Percentage sol 99.8% 99.2% 91.4% 99.6% 97.4% 99.2% 86.7% 91.5%
Launch date May 0¢ Apr. 1C Oct. 11 Oct. 03 Sep. O Feb. 1( Jun. 1 Nov. 11

Actual Expectel Expectel Actual Expectel Actual Expectel Expectel
Occupancy May 1: Jun, 1. Sep. 1. Mar. 132 Jun. 1: Sep. 1. Sep. 1 Jun. 1t

The table above does not include data for proj@bere selling efforts have commenced but finandability has yet to be achieved.

Warranty Program

U.S. Operations— We offer warranties on homes that generally gl®¥or limited one-year warranties to cover vasaefects in
workmanship or materials or to cover structuralstarction defects. We may also offer a longer s$tmat warranty in certain markets or to
comply with regulatory requirements. Warranty reesrare established as homes close in an amoimaésd to be adequate to cover expe
costs of materials and outside labor during wayraetiods. Our warranty reserves are based onrfattiat include an actuarial study for
structural warranty, historical and anticipated naaty claims, trends related to similar producetypmumber of home closings, and
geographical areas. The structural warranty isezhlyy Beneva Indemnity Company, one of our whollned subsidiaries. We also provide
third-party warranty coverage on homes where requiy Federal Housing Administration or Veteransniwdstration lenders.

Canadian Operations— We offer a limited warranty that generally prde$ for seven years of structural coverage; twosyefcoverage for
water penetration, electrical, plumbing, heating] axterior cladding defects; and one year of cagerfor workmanship and materials. We are
responsible for performing all of the work duritggtwarranty period. As a result, warranty researesstablished as homes close in an an
estimated to be adequate to cover expected costatefials and labor during warranty periods. Theranty reserves are determined using
historical experience and trends related to sinpfaduct types, and number of home closings.

Sales and Marketing

Our marketing program calls for a balanced appradiciorporate support and local expertise to atjpatential homebuyers in a focused,
efficient and coseffective manner. Our sales and marketing teamigesva generalized marketing framework acrossegional operations ¢
well as sales training to our local teams. Ourgidnal sales and marketing teams utilize local medid marketing streams to deliver a unique
message that is relevant to our targeted consuroapg in each market.

Our goal is to identify the preferences of our érgustomer and demographic groups and offer thewvative, high-quality products that are
efficient and profitable to build. To achieve tlgisal, we conduct extensive market research to mderpreferences of our customer groups.
We do not use “off the shelf” industry-standardtonser groups (which tend to focus on classificabigrprice point) in our marketing
programs. Instead, through extensive and targetaienresearch, we have identified seven consunoeipg by focusing on particular lifestyle
preferences, tastes and other attributes of ouores base. Our group classification, includes ftegories of couples or singles, such as ou
“Fancy Nesters” customers, and three categoriéanoiies, such as our “Parks and Prestige” custemer

We have gathered data regarding each group’s g§peoiisumer preferences. Our approach to custornepddentification guides all of our
operations from the initial land acquisition thrbug our design, building, marketing and
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delivery of homes and our ongoing after-sales custcservice. Among our peers, we believe we atieeaforefront of directed marketing
strategies, as evidenced by our highly-trafficke@rinet site as well as our strategic partnershipealnnoventions Dream Home in the
Disneyland® Resort in California.

The central element of our marketing platform is web presence at www.taylormorrison.com, www.mohgroup.net and
www.darlinghomes.com (none of which is a part @ thnnual Report). The main purpose of these websit to direct potential customers to
one of our sales teams. Customers are also abketthe websites to make inquiries and to recepr@mpt response from one of our “Internet
Home Consultants.” The websites are fully integtatéth our customer relationship management (“CRB3tem. By analyzing the content of
the CRM, we are able to focus our lead generatiograms to deliver high-quality sales leads. Witse leads we are better able to increase
sale conversion rates and lower marketing costs.

We use furnished model homes as a marketing tadénoonstrate to prospective homebuyers the advesitaighe designs and features of our
homes. We generally employ or contract with inteaind landscape designers who create attractivehhatnes that highlight the features anc
options available for the product line within a jeci. We generally build between one and three toaimes for each active selling
community, depending upon the number of homes tauilein the project and the products to be offest December 31, 2013, we owned
275 model homes.

In Canada, our homes are only sold by third pamkérs who are paid a sales commission based qurideof the home. In the U.S., our
homes generally are sold by our commissioned ereployho typically work primarily from a sales offibcated in one of the model homes
for each project. We also employ a team of integsaéds associates who offer assistance to potéuyars viewing our products over the
Internet. At December 31, 2013, we had approxirge&880 fulltime sales and marketing personnel. Our goal énsure that our sales force
extensive knowledge of our housing product, ourgnefficient features, our sales strategies andgage options, and community dynamics,
in order to fully execute our marketing messageadlieve this goal, we train our sales associaté<anduct regular meetings to update then
on items such as our products, sales techniquewaetitive products in the area, financing availabénd credit score repair opportunities. Oul
sales associates are licensed real estate agesrts velguired by law and assist our customers imgdazailable customization features to their
homes, which we design to appeal to local consutasrands. Third-party brokers who sell our homesuamally paid a sales commission
based on the price of the home. We mainly contréttt third-party design studios that specializeagsisting our homebuyers with options and
upgrades to personalize their homes. Utilizing ¢hb#rd-party design studios allows us to manageowarhead and costs more efficiently. We
may also offer various sales incentives, incluginige concessions, assistance with closing costslaadscaping or interior upgrades, to at
buyers. The use, types and amount of incentivesraiplargely on existing economic and local conigetimarket conditions.

Competition

The homebuilding business is highly competitive iImgmented. We compete with numerous home buildievarying sizes, ranging from
local to national in scope, some of which have gesales and financial resources than we do. $élkesisting homes, whether by a
homeowner or by a financial institution that haguaed a home through a foreclosure, also provadepetition. We compete primarily on the
basis of price, location, design, quality, senaoe reputation.

The homebuilding industry has historically beenjeatito significant volatility. We may be at a coetitive disadvantage with regard to certain
of our national competitors whose operations areergeographically diversified than ours, as thesapetitors may be better able to withstanc
any future regional downturn in the housing marketddition, some of our national competitorslarger than we are and may have greater
financial and operational resources than we dcs Tay give our competitors an advantage in marggetiair products, securing materials and
labor at lower prices and allowing their homesé¢adelivered to customers more quickly and at maverfable prices, as discussed uridisk
Factorsin Item 1.A of this Annual Report.

In order to maximize our sales volumes, profitapiiind product strategy, we strive to understandcompetition and their pricing, product ¢
sales volume strategies and results. In recensygaarket conditions in the U.S. have also ledlarge number of foreclosed and short sale
homes being offered for sale, which has increasetpetition and has affected pricing. However, weehiaken a proactive approach to
distancing ourselves from highly affected submaskenabling us to drive sales in our markets witlvompeting as directly with foreclosures.
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Across our U.S. markets, we have seen reduced didiopdrom small and mid-sized private buildersavnad been competitors in the new
home market. We believe that access to and castpifal for these private builders has been sigaifily constrained; however, private builc
in the Canadian markets are well capitalized.

Seasonality

Our business is seasonal. We have historicallyreapeed, and in the future expect to continue foegeience, variability in our results on a
quarterly basis. We generally have more homes urmtestruction, close more homes and have greatenues and operating income in the
third and fourth quarters of the year. Therefolioaigh new home contracts are obtained througtheuyear, a significant portion of our home
closings occur during the third and fourth calerglaarters. Our revenue therefore may fluctuateifségntly on a quarterly basis and we must
maintain sufficient liquidity to meet short-termepting requirements. Factors expected to con#ritiuthese fluctuations include:

* the timing of the introduction and start of constion of new projects

» the timing of project sale:

» the timing of closings of homes, condominium uria$s and parcels

» our ability to continue to acquire land and optionsthat land on acceptable terr

» the timing of receipt of regulatory approvals f@velopment and constructic

« the condition of the real estate market and gerem@homic conditions in the areas in which we djge

+ mix of homes closec

+ construction timetable:

» the prevailing interest rates and the availabgit§inancing, both for us and for the purchaserewwfhomes
» the cost and availability of materials and labarg

* weather conditions in the markets we build

As a result of seasonal activity, our quarterlutessof operation and financial position are notessarily representative of the results we e»
at year end. We expect this seasonal pattern tincen

Mortgage Operations

TMHF provides a number of mortgage-related servioesur homebuilding customers through its mortgageling operations. The main
strategic purpose of TMHF in our business is:

» to utilize finance as a sales tool as parhefgiurchase process to ensure a consistent custoqueEiience and assist in maintaining
production efficiency; an

» to control and assist in determining our backlogliqyand to better manage projected closing adigety dates for our customel

As of January 1, 2011, in response to U.S. fedemllatory changes, TMHF transitioned to operatia@ full lender (previously TMHF
operated as a table-funded lender) and condudtrgusiness as a Federal Housing Authority (“FHRAU)I Eagle lender. TMHF funds
mortgage loans utilizing a warehouse line facilRgvenue is earned through origination and proegdsies combined with service release
premiums earned in the secondary market once #mes lare sold to investors. We typically seek tal hadns on our books for approximately
20 days before selling them to the secondary market
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The following details the number of loans closéé, aggregate value and capture rate on our loatkddast three years:

TMHF Aggregate
Loan
Closed Volume (in
Loans millions) Capture Rate
December 31, 2013 2,82¢ $ 845.: 78%
December 31, 201 2,022 529.7 84
December 31, 201 1,51z 374.k 83

Our mortgage capture rate represents the perceatage U.S. homes sold to a purchaser that utll@enortgage, for which the borrower
obtained such mortgage from TMHF or one of ourgmreid third party lenders. Our capture rate deekas2013 as we transitioned our
Darling operations from a legacy provider to TMHir2013 and 2012 the average FICO score of cus®mieo obtained mortgages through
TMHF was 739 and 738, respectively.

TMHF competes with other mortgage lenders, inclgdiational, regional and local mortgage bankersathdr financial institutions. While
many large homebuilders are affiliated with a stnghder, TMHF utilizes a multi-lender corresportdaatform which gives us increased
flexibility when placing loans with investors. Dag the downturn, during which time this structuasl timited correspondent lenders, TMHF
continued to strengthen its relationships witteisting lender sources. This created stability @msistency in our processes and delivery of
funding. Although we do not benefit from the secarydmarket segment of our mortgage transactionsiave the benefits of utilizing our
lender’s underwriting and funding platforms. Alowgh reduced underwriting risk of the legacy pipeli we believe this advantage has made
us stronger and more resilient than many of ourgi@euncertain economic conditions. Due to theohnisally low interest rate environment,
many banks are focused on existing home refinansmess and government modification/refinance ponogy;, while our focus and expertise
remains dedicated to the financing of new home tcoation. While many builder-owned mortgage comparsiustained significant losses from
repurchase demands, TMHF did not suffer losses acaie to those of many of its peers, due to thguenmulti-lender platform and
mitigated exposure to repurchases and buy-backs.

Regulation, Environmental, Health and Safety Mattes
Regulatory

We are subject to various local, state, provinaia federal statutes, ordinances, rules and régugatoncerning zoning, building design,
construction and similar matters, including loegulations that impose restrictive zoning and dgmsiguirements in order to limit the number
of homes that can eventually be built within theibdaries of a particular property or locality. Inamber of our markets, there has been an
increase in state, provincial and local legislatothorizing the acquisition of land as dedicatpdrospace, mainly by governmental, quasi-
public and non-profit entities. In addition, we aréject to various licensing, registration anihdjlrequirements in connection with the
construction, advertisement and sale of homesiirtommunities. The impact of these laws has beémnctease our overall costs, and may
have delayed the opening of communities or causdd oonclude that development of particular comitregiwould not be economically
feasible, even if any or all necessary governmeayptovals were obtained. We also may be subjguttiodic delays or may be precluded
entirely from developing communities due to buitfimoratoriums in one or more of the areas in whietoperate. Generally, such
moratoriums relate to insufficient water, powemidage or sewage facilities or inadequate roadaigpa

In order to secure certain approvals in some awe@snay be required to provide affordable housingetow market rental or sales prices. The
impact on us depends on how the various stateamad dovernments in the areas in which we engagetend to engage, in development
implement their programs for affordable housing.dbte, these restrictions have not had a matenigdct on us.

TMHF is subject to various state and federal séatutules and regulations, including those thatteeb licensing, lending operations and other
areas of mortgage origination and financing. Thpaot of those statutes, rules and regulationsreaease our home buyers’ cost of financing
increase our cost of doing business, as well dgaiesur home buyers’ access to some types ofdosmJanuary 2013, the Consumer Financia
Protection Bureau proposed a
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number of new rules that became effective in JanR@t4, including but not limited to rules regamglihe creation and definition of a
“Qualified Mortgage”, rules for lender practicegaeding assessing borrowers’ ability to repay, iémdations on certain fees and incentive
arrangements. The effects of these rules upon aldeiption could affect the availability and costafrtgage credit. Other requirements
provided for by the Doddérrank Act have not yet been finalized or implemédniehe effect of such provisions on our financedvices busines
will depend on the rules that are ultimately endicte

In order for our homebuyers to finance their homecpases with FHA-insured, Veterans AdministrafdfA”)-guaranteed or U.S.
Department of Agriculture (“USDA”")-guaranteed matges, we are required to build such homes in aacocalwith the regulatory
requirements of those agencies.

Some states have statutory disclosure requirenoemther pre-approval requirements or limitationserning the marketing and sale of new
homes. These requirements vary widely from stastdte.

Some states require us to be registered as adidammtractor, a licensed real estate broker asdrime markets our sales agents are additic
required to be registered as licensed real estrets.

Environmental

We also are subject to a variety of local, stateyipcial and federal statutes, ordinances, rutekragulations concerning protection of public
health and the environment (collectively, the “@ammental laws”). The particular environmental lavat apply to any given community vary
greatly according to the location and environmeotaidition of the site and the present and fornsesswof the site. Complying with these
environmental laws may result in delays, may cassi® incur substantial compliance and other casid/or may prohibit or severely restrict
development in certain environmentally sensitivgiars or areas.

As part of the land acquisition due diligence pes;ave utilize environmental assessments to ideati?Zironmental conditions that may exist
on potential acquisition properties. To date, emvinental site assessments conducted at our pepbégie not revealed any environmental
liability or compliance concerns that we believeuldbhave a material adverse effect on our busitiggsdity or results of operations, nor are
we aware of any material environmental liabilityconcerns.

We manage compliance with federal, state, proviraaid local environmental requirements at the @ivisevel with assistance from the
corporate and regional legal departments, includmgronmental regulations related to U.S. Stormai#/Rollution Prevention, U.S.
Endangered Species Act, U.S. Wetlands PermittiRDES Permitting, Cultural Resources, dust contredsares and state, provincial and
local preservation ordinances.

Health and Safety

We are committed to maintaining high standardseialth and safety at all of our sites, to ensuresttiety of our team members, our trade
partners, our customers and prospects and theagnanlic. That commitment is tested through ouwaltieand safety audit system that include:
comprehensive twice-yearly independent third-parspections of selected sites covering all aspafdtealth and safety. A key area of focus is
ensuring that site conditions meet exacting heaith safety standards and that subcontractor pesfozenthroughout our operating areas meet
or exceed expectations. All of our team memberds i plete an assigned curriculum of online safetyrses each year. These courses vary
according to job responsibility. In addition, greuguch as construction and field personnel ardnestjto attend additional training programs
such as the Occupational Safety and Health Adnnatien (“OSHA”) 10-hour course, First-Aid and CPR.

Employees, Subcontractors and Consultants

As of December 31, 2013, we employed 1,259 fulktiaquivalent persons. Of these, 1,135 were engagexporate and homebuilding
operations, and the remaining 124 were engageaditgage services. As of December 31, 2013, we wag@ngect to no collective bargaining
agreements. We consider our employee relations tgobd.
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We act solely as a general contractor, and alltcocison operations are supervised by our projemtagers and field superintendents who
manage third party subcontractors. We use indepgrd@sultants and contractors for architecturadjimeering, advertising and some legal
services, and we strive to maintain good relatigpsstvith our subcontractors and independent coastdtand contractors.

Information Technology

We have a centralized information technology orgation with its core team located at our corpotetedquarters in Scottsdale, augmented
with field support technicians in key locationsass the U.S. and Canada. Our approach to informgéithnology is to continuously simplify
our information technology platform and consolidatel standardize applications. We believe a comappfication platform enables the
sharing of ideas and rapid implementation of predemprovements and best practices across the eotinpany. All back-office operations in
the U.S. and Canada use a fully integrated, ingustrognized enterprise resource planning packdgeketing and field sales utilize a leading
CRM solution that tracks leads and prospects frbsoarces and manages the customer communicatamegs from lead creation through the
buying process and beyond the post-warranty peFimdd operations teams collaborate with the supphin to schedule and manage
development and construction projects with a setaridard and widely used homebuilding industrytsmhs.

Intellectual Property

We own certain logos and trademarks that are irapotb our overall branding and sales strategy.d@nsumer logos are designed to draw or
a recognized homebuilding heritage while emphagiaicustomer-centric focus.

ITEM 1A. RISK FACTORS
Risks related to our industry and our business
Our business is cyclical and is significantly affesxl by changes in general and local economic coiuahis.

Our business can be substantially affected by agéwelnanges in general economic or business comglitiat are outside of our control,
including changes in:

« shor- and lon¢-term interest rate:

» the availability and cost of financing for homebtsj

« consumer confidence generally and the confidengmtntial homebuyers in particuli

» the ability of existing homeowners to sell theirsting homes at prices that are acceptable to t

e U.S., Canadian and global financial system anditnegirkets, including stock market and credit masiaatility;

» private and federal mortgage financing programsfaddral, state and provincial regulation of lemgjmactices

» federal, state and provincial income tax provisjonsluding provisions for the deduction of mortgadgterest payment

* housing demand from population growth and denayoigic changes (including immigration levels amhtts in urban and suburban
migration);

« demand from overseas buyers for our homesi¢péatly in our GTA market), which may fluctuatecacding to economic
circumstances in overseas mark

« the supply of available new or existing homed ather housing alternatives, such as apartmextether residential rental
property;

« employment levels and job and personal income dramtl household de-to-income levels
e real estate taxes; al

» the supply of developable land in our markets thS. and Canad
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Adverse changes in these conditions may affecbasiness nationally or may be more prevalent oceotrated in particular regions or
localities in which we operate. During the recemtvdturn, unfavorable changes in many of the abagtofs negatively affected all of the
markets we serve, although to a more limited exte@anada than in the U.S. Economic conditioralliour markets continue to be
characterized by levels of uncertainty. Any detextion in economic conditions or continuation otartain economic conditions would have a
material adverse effect on our business.

Adverse changes in economic conditions can causamld and prices for our homes to diminish or caissi® take longer to build our homes
and make it more costly for us to do so. We maybeoable to recover these increased costs by ggisioes because of weak market condit
and because the price of each home we sell islys@lseveral months before the home is deliveasanany customers sign their home
purchase contracts before construction begins pokential difficulties described above could impaat customers’ ability to obtain suitable
financing and cause some homebuyers to cancefusweréo honor their home purchase contracts aheget

The homebuilding industry in the U.S. has recentipdergone a significant downturn, and the likelihaloof a full recovery is uncertain in
the current state of the economy. A slowdown in duusiness in the U.S. or a downturn in Ontario, Caaia could have additional adverse
effects on our operating results and financial coitidn.

In connection with the most recent downturn inth8. housing market, we incurred substantial lgssiésr impairments, in our U.S.
operations during 2008 and 2009. Although the bdBising market continues to recover, we cannotigiréite extent of further recovery or its
timing. In addition, while the market for singleafidly homes and high-rise condominiums in Canadaaieed relatively stable during the U.S.
downturn, the housing market in parts of Canadddtaly shown signs of weakening. With slowing growth relative to the recent past,
ongoing global economic uncertainty and increasinigs under construction, the GTA has seen a mtidaran sales activity compared to prior
periods. It is anticipated that Ontario housingtstaould continue to moderate and average new lpioes have remained relatively flat in
2013 and may remain flat in 2014. A significant weing of the Ontario housing market could advera#flect our business.

Though we have taken steps to alleviate the impfattese conditions on our business, given the danurin the homebuilding industry over
the past several years and global economic unoeyrtdhere can be no guarantee that steps takes lyil continue to be effective, and to the
extent the current economic environment does nptare or any improvement takes place over an exgpariod of time, our business,
financial condition and results of operations mayabversely affected.

Changes to foreign currency exchange rates couldexbely affect our earnings and net asset value.

We have businesses with exposure to foreign cuyrerchange risk in Canada. Changes in the $U.S.BB€4&hange rate will affect the value
of our reported earnings and the value of our assed liabilities denominated in foreign currenclesr example, an increase in the value o
U.S. dollar compared to the Canadian dollar woaltlice our Canadian dollar-denominated revenue wdpgorted in U.S. dollars, our
functional reporting currency. Our business, finahcondition and operating results may be advgraffected by such exchange rate
fluctuations.

An inability to obtain additional performance, payemt and completion surety bonds and letters of éteduld limit our future growth.

We are often required to provide performance, pajrapd completion and warranty/maintenance surety$ or letters of credit to secure the
completion of our construction contracts, developtiagreements and other arrangements. We havenebitiicilities to provide the required
volume of performance, payment and completion aadamty maintenance surety bonds and letters ditdier our expected growth in the
medium term; however, unexpected growth may recadiditional facilities. We may also be requireddnew or amend our existing facilities.
Our ability to obtain additional performance, payrmand completion and warranty/maintenance suretyld and letters of credit primarily
depends on our credit rating, capitalization, wogktapital, past performance, management expenideertain external factors, including the
capacity of the markets for such bonds. Performapagment and completion and warranty/maintenanpetysbond and letter of credit
providers consider these factors in addition topmrformance and claims record and provider-speuaiiderwriting standards, which may
change from time to time.
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If our performance record or our providerstjuirements or policies change, if we cannot olbifaé necessary consent from our lenders, or
market’s capacity to provide performance, paymeadt@mpletion or warranty/maintenance bonds oeidetbf credit is not sufficient for any
unexpected growth and we are unable to renew ondrmer existing facilities on favorable terms oakf we could be unable to obtain
additional performance, payment and completionvaadanty/maintenance surety bonds or letters aficfeom other sources when required,
which could have a material adverse effect on asirtess, financial condition and results of opereti

Higher cancellation rates of existing agreementssile may have an adverse effect on our busin

Our backlog reflects sales contracts with our hamebs for homes that have not yet been deliverezihgé/e received a deposit from a
homebuyer for each home reflected in our backlad,generally we have the right, subject to cergaiceptions, to retain the deposit if the
homebuyer fails to comply with his or her obligasaunder the sales contract, including as a re$sliate and local law, the homebuyer’s
inability to sell his or her current home or therebuyer’s inability to make additional depositsuiegd prior to the closing date. In addition, in
our Canadian markets we have the right to retagrdéposits and pursue the homebuyer for damaggseoific performance in the event of a
homebuyer’s breach of the purchase and sale agneeH®wvever, in the U.S., if prices for new homeslihe, if competitors increase their use
of sales incentives, if interest rates increasthafavailability of mortgage financing diminishasif there is a downturn in local or regional
economies or in the national economy, U.S. hometisuygy terminate their existing home purchase egatgrwith us in order to negotiate for a
lower price or because they cannot, or will nomptete the purchase and our remedies generallptextend beyond the retention of deposit:
as our liquidated damages.

Compared to the prevailing cancellation rates éUhS., our experience has been that cancellatioGanada are less common due to
differences in the Canadian economy and the lav@@ntdrio, which make it more difficult for purchase¢o cancel their contracts. Although
cancellation rates for our homebuyers in the Ur& naw closer to long-term historical averagesceHation rates may rise in the future. If
uncertain economic conditions in the U.S. and Carwahtinue, if mortgage financing becomes lesdaai or if current homeowners find it
difficult to sell their current homes, more homebrg/may cancel their sales contracts with us. Aesalt, our financial condition may
deteriorate and you may lose a portion of your stiveent.

In cases of cancellation, we remarket the homeuandlly retain any deposits we are permitted taimetNevertheless, the deposits may not
cover the additional costs involved in remarketimg home, replacing installed options, reducingstiies price or increasing incentives on the
completed home for greater marketability and cagyiigher inventory. Further, depending on theestafgcancellation, a contract that is
cancelled at the end of a phase may cause additonstruction costs, roadway repairs or addedamaiss to existing homeowners for the out
of sequence construction or modification of the bame. Significant numbers of cancellations couldeasely affect our business, financial
condition and results of operations.

The homebuilding and mortgage services industrigs aighly competitive and, if our competitors areome successful or offer better value
to our customers, our business could decline.

We operate in a very competitive environment whscbharacterized by competition from a number bkothomebuilders in each market in
which we operate. We compete with large nationdlr@gional homebuilding companies and with smatieal homebuilders for land,
financing, affiliated or in-house services, raw eretls and skilled management, volume discountalIBEALTOR® and labor resources. We
also compete with the resale, or “previously owhbdme market which has increased significantly thuthe large number of homes that have
been foreclosed on or could be foreclosed on dtieetoecent economic downturn. Increased competiitald cause us to increase our selling
incentives and reduce our prices. An oversupplyasfies available for sale and the heavy discoumtifgme prices by some of our
competitors have adversely affected demand fohoures and the results of our operations in thegastould do so again in the future. Our
Mortgage Operations business competes with otheigage lenders and title companies, including matioregional and local mortgage banks
and other financial institutions, some of which anbject to fewer government regulations. Mortglagelers who are subject to fewer
regulations or have greater access to capitalffareit lending criteria may be able to offer mat#active financing to potential customers. If
we are unable to compete effectively in our homieing and mortgage services markets, our businesisl clecline disproportionately to our
competitors, and our results of operations andhfiied condition could be adversely affected.
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If homebuyers are not able to obtain suitable fineing, our results of operations may declin

A substantial majority of our homebuyers financeitihome purchases through lenders that providegage financing. The availability of
mortgage credit remains constrained in the U.S,tdwarious regulatory changes and lower risk @igpley lenders, with many lenders
requiring increased levels of financial qualificatj including lenders adhering to the new “Quatifddortgage” requirements and ability to
repay standard, and lending lower multiples of meolnvestors and first-time homebuyers are gelyaradre affected by the availability of
financing than other potential homebuyers. Thesetsuare a key source of our demand. A limitedlaldity of home mortgage financing m
adversely affect the volume of our home sales hadéles prices we achieve in the U.S.

During the last five fiscal years, the mortgagediag industry in the U.S. has experienced significastability, beginning with increased
defaults on subprime loans and other nonconforddags and compounded by expectations of increastagest payments requirements and
further defaults. Lending requirements and starglegthain tightened and as a result, investor derfaanmdortgage loans and mortgage-backe
securities has declined. The liquidity provideddgmyernment sponsored entities, such as Fannie Maddie Mac, the FHA and Veterans
Administration, to the mortgage industry has beeryvmportant to the housing market. These entitease required substantial injections of
capital from the federal government and may reqaidtditional government support in the future. SeMEderal government officials have
proposed changing the nature of the relationshiywden Fannie Mae and Freddie Mac and the fedexargment and even nationalizing or
eliminating these entities entirely. If Fannie Mawl Freddie Mac were dissolved or if the federalegoment determined to stop providing
liquidity support to the mortgage market, there lddee a reduction in the availability of the finémg provided by these institutions. Any such
reduction would likely have an adverse effect derigst rates, mortgage availability and our salesew homes. The FHA insures mortgage
loans that generally have lower loan payment requémts and qualification standards compared toerdional guidelines, and as a result,
continue to be a particularly important sourceffioancing the sale of our homes. In recent yearsjérs have taken a more conservative view
of FHA guidelines causing significant tighteningbafrrower eligibility for approval. Further restiimns are expected on FHA-insured loans,
including limitations on seller-paid closing coatsd concessions. This or any other restriction negatively affect the availability or
affordability of FHA financing, which could adveltgeaffect our ability to sell homes in the U.S.dddition, changes in federal and provincial
regulatory and fiscal policies aimed at aiding tieene buying market (including a repeal of the hanugtgage interest tax deduction) may alsc
negatively affect potential homebuyers’ abilityparchase homes.

In each of our markets, decreases in the avaiigloificredit and increases in the cost of crediteaskely affect the ability of homebuyers to
obtain or service mortgage debt. Even if potetttahebuyers do not themselves need mortgage fingnwimere potential homebuyers must
sell their existing homes in order to buy a new Bpimcreases in mortgage costs, lack of availghifitmortgages and/or regulatory changes
could prevent the buyers of potential homebuyexisting homes from obtaining a mortgage, which wlosult in our potential customers’
inability to buy a new home. Similar risks applythmse buyers who are awaiting delivery of theimies and are currently in backlog. The
success of homebuilders depends on the abilitptEial homebuyers to obtain mortgages for thelmase of homes. If our customers (or
potential buyers of our customers’ existing hon@s)not obtain suitable financing our sales andltesfioperations could be adversely
affected.

Any increase in unemployment or underemployment ni@gd to an increase in the number of loan delinquees and property repossessic
and have an adverse impact on us.

In the U.S., the unemployment rate was 6.6% asmfidry 2014, according to the U.S. Bureau of L&iatistics (“BLS”). In addition, the
labor force participation rate reported by the Biz#8 been declining, from 66.2% in January 2008t0% in January 2014, potentially
reflecting an increased number of “discouraged wkwho have left the labor force. People whorareemployed, are underemployed, who
have left the labor force or are concerned abautdbs of their jobs are less likely to purchase hemes, may be forced to try to sell the
homes they own and may face difficulties in makiaguired mortgage payments. Therefore, any increaseemployment or
underemployment may lead to an increase in the puwidoan delinquencies and property repossessinddiave an adverse impact on us
both by reducing demand for the homes we buildanihcreasing the supply of homes for sale.
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Increases in taxes, government fees or interesesatould prevent potential customers from buying tlwmes and adversely affect o
business or financial results.

Significant expenses of owning a home, includingtgeige interest and real estate taxes, generalgeductible expenses for an individual’s
U.S. federal, and in some cases, state income,tspbject to various limitations under currentf@x and policy. Mortgage interest and real
estate taxes are not deductible for an individuakieral or provincial income taxes in Canadahdf t).S. federal government or a state
government changes its income tax laws, as hasdisemssed from time to time, to eliminate, limitsbstantially modify these income tax
deductions, the after-tax cost of owning a new hareld increase for many of our potential customé&he resulting loss or reduction of
homeowner tax deductions, if such tax law changa®wnacted without offsetting provisions, or atheoincrease in any taxes affecting
homeowners, would adversely impact demand for atesrices of new homes.

Increases in property tax rates by local governaientthorities, as experienced in response to estifederal, state and provincial funding, car
adversely affect the ability of potential customgrebtain financing or their desire to purchase hemes. Fees imposed on developers to fur
schools, open spaces, road improvements, and/eidprtow and moderate income housing, could inaeas costs and have an adverse effe
on our operations. In addition, increases in s@rss (such as the Ontario harmonized sales taatiné implemented in July 2010 by the
Government of Ontario combining the 5% Canadiaeifeldgoods and services tax and the 8% Ontariaeial sales tax with certain
abatement, rebate and transition rules for newihglusould adversely affect our potential custonvein® may consider those costs in
determining whether to make a new home purchaselecide, as a result, not to purchase one of oumeko

In addition, increases in interest rates as atre$ehanges to U.S. and Canadian monetary polametd significantly increase the costs of
owning a home, which in turn would adversely impd@tand for and sales prices of homes and theyasiilpotential customers to obtain
financing and adversely affect our business, firdmmondition and operating results.

Inflation could adversely affect our business anihdncial results, particularly in a period of ovempply of homes

Inflation can adversely affect us by increasing€as$ land, materials and labor. In the event ofr@nease in inflation, we may seek to increast
the sales prices of homes in order to maintairsfeatiory margins. However, an oversupply of honedstive to demand and home prices being
set several months before homes are delivered na&g mny such increase difficult or impossible.ddidon, inflation is often accompanied
higher interest rates, which historically had aateg impact on housing demand. In such an enviesipwe may not be able to raise home
prices sufficiently to keep up with the rate oflaion and our margins could decrease. Moreoverctst of capital increases as a result of
inflation and the purchasing power of our cash wesgs declines. Current or future efforts by theegoment to stimulate the economy may
increase the risk of significant inflation andaidverse impact on our business or financial results

Our quarterly operating results may fluctuate becsaiof the seasonal nature of our business and otfagtors.

Our quarterly operating results generally fluctuageseason and also because of the uneven detebedule of certain of our products and
communities, such as high-rise condominiums inGA&.

Historically, a larger percentage of our agreemehtale in the U.S. have been entered into imtinéer and spring. Weather-related problems
typically in the fall, late winter and early springay delay starts or closings and increase costshais reduce profitability. Seasonal natural
disasters such as hurricanes, tornadoes, floodfrasdtould cause delays in the completion ofnorease the cost of, developing one or more
of our communities, causing an adverse effect arsales and revenues.

In many cases, we may not be able to recaptureased costs by raising prices because we seticesp to 12 months in advance of
delivery upon signing the home sales contracthéndase of high-rise condominium sales, purchaseeatents are signed up to three years in
advance of delivery. In addition, deliveries mayskeggered over different periods of the year aagl be concentrated in particular quarters.
Our quarterly operating results may fluctuate beeaaf these factors.
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Negative publicity may affect our business perforntz and could affect our stock pric

Unfavorable media related to our industry, compdmgnds, marketing, personnel, operations, busimegermance, or prospects may affect
our stock price and the performance of our busjrreggrdless of its accuracy or inaccuracy. Oucasg in maintaining, extending and
expanding our brand image depends on our abiliadapt to a rapidly changing media environment.ekgle publicity or negative commentary
on social media outlets, such as blogs, websitegwsletters, could hurt operating results, aswmess might avoid brands that receive bad
press or negative reviews. Negative publicity mesuit in a decrease in our operating results.

Homebuilding is subject to home warranty and consttion defect claims in the ordinary course of busiss that can be significan

As a homebuilder, we are subject to home warramtlycanstruction defect claims arising in the ordin@ourse of business. There can be no
assurance that any developments we undertake evitiele from defects once completed. Constructidaate may occur on projects and
developments and may arise during a significaribdenf time after completion. Defects arising odevelopment attributable to us may lead tc
significant contractual or other liabilities.

As a consequence, we maintain products and condpbgierations excess liability insurance, obtairemdities and certificates of insurance
from subcontractors generally covering claims ezledb damages resulting from faulty workmanship muatkerials, and create warranty and
other reserves for the homes we sell based orricatexperience in our markets and our judgmerthefrisks associated with the types of
homes built. Although we actively monitor our ingnce reserves and coverage, because of the untieganherent to these matters, we ca
provide assurance that our insurance coveragesuligontractor arrangements and our reserves wébtleguate to address all of our warranty
and construction defect claims in the future. Idiidn, contractual indemnities can be difficulténforce. We may also be responsible for
applicable self-insured retentions and some typetaons may not be covered by insurance or mageda@pplicable coverage limits.
Additionally, the coverage offered by and the aafaility of products and completed operations extiagdity insurance for construction
defects is currently limited and costly. This cage may be further restricted or become more costlye future.

In 2005 and 2006, we discontinued requiring inscegoolicies from most of our contractors in Califierand instead adopted an Owner
Controlled Insurance Plan (“OCIP”) for general ll&p exposures of most subcontractors (excludingsultants), as a result of the inability of
subcontractors to procure acceptable insurancaagedo meet our requirements. Under the OCIP,athaxctors are effectively insured by
We have assigned risk retentions and bid deductmosar subcontractors based on their risk categidngse deductions are used to fund future
liabilities.

Unexpected expenditures attributable to defecfg@riously unknown sub-surface conditions arisingaalevelopment project may have a
material adverse effect on our business, finargadition and operating results. In addition, sevarwidespread incidents of defects giving
rise to unexpected levels of expenditure, to ther@not covered by insurance or redress agaibstentractors, may adversely affect our
business, financial condition and operating results

Our reliance on contractors can expose us to varsdiability risks.

We rely on contractors in order to perform the ¢artdion of our homes, and in many cases, to seledtobtain raw materials. We are expose
to various risks as a result of our reliance os¢heontractors and their respective subcontraatmisuppliers, including, as described above,
the possibility of defects in our homes due to iogar practices or materials used by contractorgwimay require us to comply with our
warranty obligations and/or bring a claim undeiresurance policy. Several other homebuilders haeeived inquiries from regulatory
agencies concerning whether homebuilders usingaciots are deemed to be employers of the emplafemsch contractors under certain
circumstances. Although contractors are indepenaliethie homebuilders that contract with them urmdamal management practices and the
terms of trade contracts and subcontracts withérhtimebuilding industry, if regulatory agenciedassify the employees of contractors as
employees of homebuilders, homebuilders using aeottrs could be responsible for wage, hour and @mploymentelated liabilities of the
contractors. In the event that a regulatory ageaclassified the employees of our contractors asoum employees, we could be responsible
for wage, hour and other employment-related liiegiof our contractors.
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Failure to manage land acquisitions, inventory armtvelopment and construction processes could resutignificant cost overruns or
errors in valuing sites.

We own and purchase a large number of sites eataeyel are therefore dependent on our ability éagss a very large number of transact
(which include, among other things, evaluatinggttie purchase, designing the layout of the devetynsourcing materials and sub-
contractors and managing contractual commitmefffisjently and accurately. Errors by employeesluia to comply with regulatory
requirements and conduct of business rules, falorgnadequacies in internal control processagipetent failures, natural disasters or the
failure of external systems, including those of suppliers or counterparties, could result in openal losses that could adversely affect our
business, financial condition and operating resuiis$ our relationships with our customers.

In certain circumstances, a grant of entitlementdevelopment agreement with respect to a partigaecel of land may include restrictions on
the transfer of such entitlements to a buyer ohdand, which may increase our exposure to decseadée price of such entitled land by
restricting our ability to sell it for its full eitked value. In addition, inventory carrying cosem be significant and can result in reduced margir
or losses in a poorly performing community or marke recent periods of market weakness, we hakklsames and land for lower margins or
at a loss and we have recorded significant invgritnpairment charges, and such conditions may réiche recording of a significant inventc
impairment could negatively affect our reportedh@ags per share and negatively impact the markeep¢ion of our business.

If land and lots are not available at competitiveiges, our sales and results of operations couldamersely affectec

Our long-term profitability depends in large pamtthe price at which we are able to obtain suitédole and lots for the development of our
communities. Increases in the price (or decreastteiavailability) of suitable land and lots coaltiversely affect our profitability. Moreover,
changes in the general availability of desirablel|acompetition for available land and lots, linditevailability of financing to acquire land and
lots, zoning regulations that limit housing denségvironmental requirements and other market ¢mmdi may hurt our ability to obtain land
and lots for new communities at prices that wibal us to be profitable. If the supply of land daot that are appropriate for development of
our communities becomes more limited because sktfarctors, or for any other reason, the costraf End lots could increase and the numbe
of homes that we are able to build and sell coelddaluced, which could adversely affect our reafltsperations and financial condition.

If the market value of our land inventory decreasesir results of operations could be adversely aféad by impairments and wri-downs.

The market value of our land and housing invensodiepends on market conditions. We acquire landXpansion into new markets and for
replacement of land inventory and expansion withincurrent markets. There is an inherent risk tth@tvalue of the land owned by us may
decline after purchase. The valuation of propestyherently subjective and based on the individhalracteristics of each property. We may
have acquired options on or bought and developatidha cost we will not be able to recover fullyoa which we cannot build and sell homes
profitably. In addition, our deposits for lots casited under option or similar contracts may be giutisk. Factors such as changes in regulator
requirements and applicable laws (including intiefato building regulations, taxation and planringplitical conditions, the condition of
financial markets, both local and national econoeaiaditions, the financial condition of customerstentially adverse tax changes, and int
and inflation rate fluctuations subject valuatidmsincertainty. Moreover, all valuations are maddh® basis of assumptions that may not
prove to reflect economic or demographic realithdusing demand decreases below what we anticipeiten we acquired our inventory, our
profitability may be adversely affected and we maybe able to recover our costs when we sell aiild houses.

Due to economic conditions in the U.S. in recerdrgeincluding increased amounts of home and lanehitory that entered certain U.S.
markets from foreclosure sales or short salesmidudet value of our land and home inventory wasatiegly impacted prior to 2011. Write-
downs and impairments have had an adverse effedt@y further write-downs may also have an adveffeet) on our business, financial
condition and operating results. We recorded nernitary impairments in 2011, 2012 or the year eridecember 31, 2013. In 2011, the
carrying value of all of our land was adjustedtsofair market value as of the date of the AcqisisitWe regularly review the value of our land
holdings
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and continue to review our holdings on a periodisi®. Further material write-downs and impairmémtsie value of our inventory may be
required, and we may in the future sell land or bsmt a loss, which could adversely affect ourltesi operations and financial condition.

If we experience shortages in labor supply, increddabor costs or labor disruptions, there could deelays or increased costs in develop
our communities or building homes, which could adsgely affect our operating results.

We require a qualified labor force to develop ocomenunities and build our homes. Access to qualifidxabr may be affected by circumstances
beyond our control, including:

» work stoppages resulting from labor dispu

» shortages of qualified trades people, suctagsenters, roofers, electricians and plumbers,clhein our key markets in the
southwest U.S.

» changes in laws relating to union organizing atti\
» changes in immigration laws and trends in labocdanigration; ani

e increases in si-contractor and professional services cc

Any of these circumstances could give rise to delaythe start or completion of, or could incretigecost of, developing one or more of our
communities and building homes. We may not be abiecover these increased costs by raising ouehmes because the price for each
home is typically set months prior to its delivgyrsuant to sales contracts with our homebuyersuth circumstances, our operating results
could be adversely affected. Additionally, marketl @ompetitive forces may also limit our abilityreise the sales prices of our homes.

Failure to recruit, retain and develop highly skéd, competent people at all levels, including findisuitable subcontractors, may have a
material adverse effect on our standards of service

Key employees, including management team member$uadamental to our ability to obtain, generatd manage opportunities. Key
employees working in the homebuilding and constoucindustries are highly sought after. Failurativact and retain such personnel or to
ensure that their experience and knowledge isasbtwhen they leave the business through retiremesindancy or otherwise may adversely
affect the standards of our service and may haadgaarse impact on our business, financial conditend operating results. In addition, we
not maintain key person insurance in respect ofraegnber of our senior management team. The loaeybf our management members or
key personnel could adversely impact our busirfesacial condition and operating results.

The vast majority of our work carried out on sgegerformed by subcontractors. The difficult op@genvironment over the last six years in
the U.S. has resulted in the failure of some sutraotors’ businesses and may result in furtheufad. In addition, reduced levels of
homebuilding in the U.S. have led to some skilledi¢smen leaving the industry to take jobs in oseetors. If subcontractors are not able to
recruit sufficient numbers of skilled employees; davelopment and construction activities may sufiam delays and quality issues, which
would also lead to reduced levels of customer feation.

During the recent downturn, we had to reduce ounlver of employees, which may have resulted in si.édknowledge that could be
detrimental to our business and our ability to ngenfuture business opportunities. Our margins,aeadrdingly our business, financial
conditions and operating results, may be advesédgted.

Government regulations and legal challenges mayajethe start or completion of our communities, irease our expenses or limit our
homebuilding or other activities, which could hagenegative impact on our results of operations.

The approval of numerous governmental authoritiastrbe obtained in connection with our developnaetivities, and these governmental
authorities often have broad discretion in exengigheir approval authority. We incur substant@dts related to compliance with legal and
regulatory requirements. Any increase in legal mgdilatory requirements may cause us to incur anbat additional costs, or in some cases
cause us to determine that the property is notlfleas

24



Table of Contents

for development. Various local, provincial, stateldederal statutes, ordinances, rules and regutioncerning building, health and safety,
site and building design, environment, zoning, Saled similar matters apply to and/or affect thedig industry. We are also subject to
various fees and charges of government authod#sgyned to defray the cost of providing certaimegomental services and improvements.

Municipalities may restrict or place moratoriumstba availability of utilities, such as water arhver taps. If municipalities in which we
operate take such actions, it could have an adeéfiset on our business by causing delays, inangasiir costs or limiting our ability to oper.
in those municipalities.

Certain states, cities and counties in which weatpehave in the past approved, or approved fdusian on their ballot, various “slow growth”
or “no growth” initiatives and other ballot meassithat could negatively impact the availabilityafd and building opportunities within those
localities. A similar initiative in Ontario, Canataown as “smart growth” could also negatively irapaur Canadian operations. The Ontario
smart growth initiatives were implemented in 20@Bspiant to the “Places to Grow Act” and the “GresdhAct”. The legislation is designed to
minimize urban sprawl, promote population dengityréases in cities and towns and protect the dgrialiland and natural systems that
surround the GTA, extending from Niagara Falls &h&wa, Ontario, bordering Lake Ontario. The eftd¢he legislation is to restrict
development on approximately 1.8 million acresanfd. These measures may reduce our ability to nparhome communities and to build
and sell homes in the affected markets, includiith vespect to land we may already own, and cradtitional costs and administration
requirements, which in turn may harm our futuresaimargins and earnings. A further expansionede¢hmeasures or the adoption of new
slow-growth, no-growth, “smart-growth” or other siam programs could exacerbate such risks. The albigks could have a material, adverse
effect on our business and results of operatioi@aimada.

Environmental regulations can also have an advuergact on the availability and price of certain ranaterials, such as lumber.

In addition, there is a variety of new legislatioging enacted, or considered for enactment ateitherél, state and local level relating to energy
and climate change. This legislation relates tm#esuch as carbon dioxide emissions control aridibgicodes that impose energy efficiency
standards. New building code requirements that saptricter energy efficiency standards could §icamtly increase our cost to construct
homes. As climate change concerns continue to demislation and regulations of this nature areeet@d to continue and become more costl
to comply with. Similarly, energy-related initiatig affect a wide variety of companies throughoetWhS. and the world and because our
operations are heavily dependent on significantuartsof raw materials, such as lumber, steel, andrete, they could have an indirect
adverse impact on our operations and profitabiititthe extent the manufacturers and suppliers ofr@terials are burdened with expensive
and trade and similar energy related regulations.

Governmental regulation affects not only constarctctivities but also sales activities, mortgageling activities and other dealings with
consumers. In addition, it is possible that somimfof expanded energy efficiency legislation mayhssed by the U.S. Congress or federal
agencies and certain state and provincial legistafiwhich may, despite being phased in over tgigmjficantly increase our costs of building
homes and the sale price to our buyers, and adyeffect our sales volumes. We may be requiregpioly for additional approvals or modify
our existing approvals because of changes in moaimstances or applicable law. Further, we mayeernce delays and increased expenses
as a result of legal challenges to our proposechuanities, whether brought by governmental auttesitir private parties.

Our Mortgage Operations business may be adverséflgcéed by changes in governmental regulation anther risks associated with acting
as a mortgage lender.

Prior to January 1, 2011, TMHF operated as a mgedmoker, limiting TMHF's exposure to employeethird party fraud in the origination
and processing of loan applications submitted toledale lending groups, and which may repurchagefmom previously closed loans. Since
January 1, 2011, in response to new legislationimodder to operate competitively in the market|HF transitioned to full lender status. This
change results in TMHF having the ability to origfi@, underwrite and fund mortgage transactionsutiir@orrespondent lending relationships.
While we intend for the loans that TMHF originategypically be held for no more than 20 days befoeing sold on the secondary market, if
TMHF is unable to sell loans into the secondarytgage market or directly to large secondary
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market loan purchasers such as Fannie Mae andiergtdat, TMHF would bear the risk of being a longatenvestor in these originated loans.
Mortgage lending is also subject to credit risksoagated with the borrowers to whom the loans atereled and an increase in default rates
could have a material and adverse effect on ounésss. Being required to hold loans on a long-teasis would also negatively affect our
liquidity and could require us to use additiongbital resources to finance the loans that TMHFigmding. In addition, although mortgage
lenders under the mortgage warehouse facilities FMtirently uses to finance our lending operatiomsnally purchase our mortgages within
20 days of origination, if such mortgage lenderfaudié under these warehouse facilities TMHF woukdréquired to fund the mortgages then ir
the pipeline. In such case, amounts available uodeRestated Revolving Credit Facility and casimfloperations may not be sufficient to
allow TMHF to provide financing required by our ess during these times.

An obligation to commit our own funds to long-temvestments in mortgage loans could, among othegsh delay the time when we
recognize revenues from home sales on our stateroénperations. If, due to higher costs, redudgddity, heightened risk retention
obligations and/or new operating restrictions gutatory reforms related to or arising from comptia with new U.S. federal laws and
regulations, residential consumer loan putback adelmar internal or external reviews of its resig@rtonsumer mortgage loan foreclosure
processes, or other factors or business decisidvislF could be unable to make loan products avalablour homebuyers, and home sales
mortgage services results of operations may beraélyeaffected.

In addition, changes in governmental regulatiorhwétspect to mortgage lenders could adverselytaffiedinancial results of this portion of
our business. Our mortgage lending operationsubjest to numerous federal, state and local lavdsragulations. There have been numerous
changes and proposed changes in these regulai@eeault of the housing downturn. For examplduiy 2010, the Dodd-Frank Wall Street
Reform and Consumer Protection Act was enacted.rgnobher things, this legislation provides for minim standards for mortgages and
lender practices in making mortgages, limitationertain fees, retention of credit risk, prohiitiof certain tying arrangements and remedie
for borrowers in foreclosure proceedings. In Jan2&13, the Consumer Financial Protection Bureap@sed a number of new rules that
became effective in January 2014, including butlinaited to rules regarding the creation and dé&fmi of a “Qualified Mortgage”, rules for
lender practices regarding assessing borrowerbtyata repay, and limitations on certain fees amgentive arrangements. The effects of these
rules upon their adoption could affect the avaligband cost of mortgage credit. Other requirersgbvided for by the Dodd-Frank Act have
not yet been finalized or implemented. The efféduxh provisions on our Mortgage Operations bissineill depend on the rules that are
ultimately enacted. Any such changes or new enatsremuld adversely affect our financial conditaomd results of operations and the market
perception of our business.

The prices of our mortgages could be adversely eifée if we lose any of our important commercial aéibnships.

TMHF has longstanding relationships with membertheflender community from which its borrowers dfén&@ MHF plans to continue with
these relationships and use the correspondentriphatéorm as a part of its operational plan. If eelationship with any one or more of those
banks deteriorates or if one or more of those baek&le to renegotiate or terminate existing agesgmor otherwise exit the market, TMHF
may be required to increase the price of our prisgue modify the range of products TMHF offers,iethcould cause us to lose customers
may choose other providers based solely on the pridees, which could adversely affect our finahcondition and results of operations.

We may not be able to use certain deferred tax tsssghich may result in our having to pay substaaltiaxes.

We have significant deferred tax assets, includieigoperating losses in the U.S. that could be tsedfset earnings and reduce the amount o
taxes we are required to pay. Our ability to ugeoperating losses to offset earnings is depengleat number of factors, including applicable
rules relating to the permitted carry back perioddffsetting certain net operating losses agairist period earnings and the timing and
amount of future taxable income.

26



Table of Contents

Raw materials and building supply shortages andgarifluctuations could delay or increase the costhmime construction and adverse
affect our operating results.

The homebuilding industry has, from time to timeperienced raw material shortages and been adyexffetted by volatility in global
commodity prices. In particular, shortages andtélations in the price of concrete, drywall, lumbeother important raw materials could re:
in delays in the start or completion of, or inceefse cost of, developing one or more of our regidecommunities.

In addition, the cost of petroleum products, whack used both to deliver our materials and to prarisvorkers to our job sites, fluctuates and
may be subject to increased volatility as a resfulfeopolitical events or accidents such as theplager Horizon accident in the Gulf of
Mexico. Changes in such costs could also resuitgher prices for any product utilizing petrocheat$c These cost increases may have an
adverse effect on our operating margin and res@ilbperations. Furthermore, any such cost increaseadversely affect the regional
economies in which we operate and reduce demaralifdnomes.

The geographic concentration of our operations sabjs us to an increased risk of loss of revenualecreases in the market value of our
land and homes in these regions from factors whittay affect any of these regions.

Our operations are concentrated in Ontario, CaaadaCalifornia, Colorado, Arizona, Texas and Flari8ome or all of these regions could be
affected by:

. severe weathe

. natural disaster:

. shortages in the availability or increased costhitaining land, equipment, labor or building sl
. changes to the population growth rates and thexdfe@ demand for homes in these regions;

. changes in the regulatory and fiscal environm

Due to the concentrated nature of our operatioggative factors affecting one or a number of thgEsegraphic regions at the same time could
result in a relatively greater impact on our resoftoperations than they might have on other caonegathat have a more diversified portfolic
operations.

Changes to the population growth rates in certaifitbe markets in which we operate could affect tiemand for homes in these regions.

Slower rates of population growth or populationlohes in our key markets, especially as compardtiédigh population growth rates in prior
years, could affect the demand for housing, causarge prices in these markets to fall, and adversékct our business, financial conditi
and operating results.

We participate in certain unconsolidated joint vames where we may be adversely impacted by therfaibf the unconsolidated joint
venture or the other partners in the unconsolidatgnt venture to fulfill their obligations.

We have investments in and commitments to certagomsolidated joint ventures with unrelated striatpartners to acquire and develop land
and, in some cases, build and deliver homes. Emfia these activities, our unconsolidated jointwes often obtain loans from third-party
lenders that are secured by the unconsolidatetljeimture’s assets. In certain instances, we amdttier partners in an unconsolidated joint
venture provide guarantees and indemnities to lsndih respect to the unconsolidated joint veritudebt, which may be triggered under
certain conditions when the unconsolidated joimtuee fails to fulfill its obligations under itsdo agreements.

In Canada, we have consistently used joint ventasess means of acquiring land. Where we do not haantrolling interest in these
unconsolidated joint ventures, we depend heaviltherother partners in each unconsolidated jointure to both cooperate and make mutt
acceptable decisions regarding the conduct of tissnbss and affairs of the unconsolidated jointwenand ensure that they, and the
unconsolidated joint venture, fulfill their respigetobligations to us and to third parties. If tither partners in our unconsolidated joint
ventures do not provide such

27



Table of Contents

cooperation or fulfill these obligations due toitifaancial condition, strategic business intesgsthich may be contrary to ours), or otherwise
we may be required to spend additional resourcetuding payments under the guarantees we havédaebto the unconsolidated joint
ventures’ lenders) and suffer losses, each of widehd be significant. Moreover, our ability to o&p such expenditures and losses by
exercising remedies against such partners mayrited due to potential legal defenses they may hedr respective financial condition and
other circumstances. In addition, certain jointtuess relating to our Canadian operations havegsah control consent requirements that |
have the effect of delaying, deferring or prevemtinchange of control of such joint ventures. Fenrttore, the termination of a joint venture
may also give rise to lawsuits and legal costs.

In certain instances, Monarch and the other pastimea joint venture provide guarantees and indgewiio lenders with respect to the
unconsolidated joint venture’s debt, which maydggered under certain conditions when the jointtuee fails to fulfill its obligations under
its loan agreements. As of December 31, 2013, Mibrsitotal recourse exposure under its guarantejesnd venture debt was approximately
$91.1 million. To the extent any or all of our jbirentures default on obligations secured by tisetasof such joint venture or guaranteed by
Monarch, the assets of our joint ventures coulébbfeited to our joint ventures’ third party lendeand Monarch could be liable to such third
party lenders to the full extent of its guarantaed, in the case of secured guarantees, to theteftthe assets of Monarch that secure the
applicable guarantee. Any such default by our jearttures could cause significant losses, withsaltimg adverse effect on our financial
condition and results of operations. Recent mar&etlitions have required us to provide a greaterbar of such guarantees and we expec
trend to continue.

Information technology failures and data securityéaches could harm our busines

We use information technology and other computeoueces to carry out important operational and etarl activities as well as maintain our
business records, including information providedhy customers. Many of these resources are prévaes and/or maintained on our behalf
by third-party service providers pursuant to agreets that specify certain security and servicellstamdards. Our ability to conduct our
business may be impaired if these resources arproonised, degraded, damaged or fail, whether daevtous or other harmful circumstance,
intentional penetration or disruption of our inf@tion technology resources by a third party, naiisaster, hardware or software corruption
or failure or error (including a failure of secyritontrols incorporated into or applied to suchdwaare or software), telecommunications sys
failure, service provider error or failure, inteartal or unintentional personnel actions (including failure to follow our security protocols), or
lost connectivity to our networked resources. Aigant and extended disruption in the functionofghese resources could damage our
reputation and cause us to lose customers, saleeaanue.

In addition, breaches of our data security systeoudd result in the unintended public disclosuréher misappropriation of proprietary,
personal and confidential information (includingnéidential information about our employees, consisweho view our homes, homebuyers,
mortgage loan borrowers and business partners)eapuire us to incur significant expense to addeeskresolve these kinds of issues. The
release of confidential information may also leadtientity theft and related fraud, litigation dher proceedings against us by affected
individuals and/or business partners and/or byleggts, and the outcome of such proceedings, wtteid include penalties or fines, could
have a material and adverse effect on our busifieasicial condition and results of operationsatidition, the costs of maintaining adequate
protection against such threats, as they develtpeifiuture (or as legal requirements related ta dacurity increase) could be material.

We may incur a variety of costs to engage in futumewth or expansion of our operations or acquisitis or disposals of businesses, and the
anticipated benefits may never be realized.

As a part of our business strategy, we may makeisitigns, or significant investments in, and/csghsals of businesses. Any future
acquisitions, investments and/or disposals woulddm®mpanied by risks such as:

. difficulties in assimilating the operations andgmernel of acquired companies or busines

. diversion of our managem¢'s attention from ongoing business conce

. our potential inability to maximize our finaatiand strategic position through the successfidriporation or disposition of
operations
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. maintenance of uniform standards, controls, proeesland policies; ar

. impairment of existing relationships with emyges, contractors, suppliers and customers asilh ofshe integration of new
management personnel and -saving initiatives

We cannot guarantee that we will be able to sufesitegrate any company or business that wehinégquire in the future, and our failure
to do so could harm our current business.

In addition, we may not realize the anticipateddfies of these transactions and there may be oti@nticipated or unidentified effects. While
we would seek protection, for example, through aaties and indemnities in the case of acquisitisigmificant liabilities may not be
identified in due diligence or come to light aftee expiry of warranty or indemnity periods. Additally, while we would seek to limit our
ongoing exposure, for example, through liabilitpsand period limits on warranties and indemnitigthe case of disposals, some warranties
and indemnities may give rise to unexpected amifgignt liabilities. Any claims arising in the fute may adversely affect our business,
financial condition and operating results.

We have defined benefit and defined contributiomgén schemes to which we may be required to inseeaur contributions to fund
deficits.

We provide retirement benefits for former and dartd our current employees through a number oingelf benefit and defined contribution
pension schemes. Certain of these plans are ned@wgilable to new employees, though in Canadeetein a defined contribution plan. As
December 31, 2013, we had recorded a deficit & $8llion in our defined benefit pension plans. § Heficit may increase, and we may be
required to increase contributions to our planghéfuture, which may materially and adversely etffaur liquidity and financial condition.

A major health and safety incident relating to olausiness could be costly in terms of potential ligkes and reputational damage

Building sites are inherently dangerous, and opegah the homebuilding industry poses certain irenéhealth and safety risks. Due to health
and safety regulatory requirements and the numbgrogects we work on, health and safety perforneaisaritical to the success of all areas o
our business. Any failure in health and safety granfance may result in penalties for nmempliance with relevant regulatory requirementsl

a failure that results in a major or significanaie and safety incident is likely to be costlyténms of potential liabilities incurred as a result
Such a failure could generate significant negativielicity and have a corresponding impact on oputation, our relationships with relevant
regulatory agencies or governmental authoritied,a@r ability to attract customers, which in tuoutd have a material adverse effect on our
business, financial condition and operating results

Ownership, leasing or occupation of land and theeusf hazardous materials carries potential enviroantal risks and liabilities.

We are subject to a variety of local, state, proiihand federal statutes, rules and regulations@ming land use and the protection of health
and the environment, including those governingltisge of pollutants to water and air, includingesgbs, the handling of hazardous material
and the cleanup of contaminated sites. We mayalidelifor the costs of removal, investigation or ediation of hazardous or toxic substances
located on, under or in a property currently onferly owned, leased or occupied by us, whetheobme caused or knew of the pollution. 1
costs of any required removal, investigation orediation of such substances or the costs of defgratiainst environmental claims may be
substantial. The presence of such substancese daitbre to remediate such substances properly,atsm adversely affect our ability to sell
land or to borrow using the land as security. Emwinental impacts from historical activities havemédentified at some of the projects we
have developed in the past and additional projeetg be located on land that may have been contaediry previous use. Although we are
not aware of any projects requiring material reragdn activities by us as a result of historicattaonination, no assurances can be given that
material claims or liabilities relating to such é&pments will not arise in the future.

The particular impact and requirements of environtaldaws that apply to any given community vargagly according to the community site,
the site’s environmental conditions and the preaedtformer use of the site. We expect that
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increasingly stringent requirements may be impasetomebuilders in the future. Environmental laves/mresult in delays, cause us to
implement time consuming and expensive compliamograms and prohibit or severely restrict develophire certain environmentally
sensitive regions or areas, such as wetlands. ¥denay not identify all of these concerns during pre-development review of project sites.
Environmental regulations can also have an advergact on the availability and price of certain ranaterials, such as lumber. Furthermore,
we could incur substantial costs, including cleaoosts, fines, penalties and other sanctions améhgas from third-party claims for property
damage or personal injury, as a result of our faito comply with, or liabilities under, applical#avironmental laws and regulations. In
addition, we are subject to third-party challengesh as by environmental groups, under environahéawws and regulations to the permits anc
other approvals required for our projects and djma. These matters could adversely affect ouiniess, financial condition and operating
results.

We may be liable for claims for damages as a resiilise of hazardous materials.

As a homebuilding business with a wide variety isfdric homebuilding and construction activities would be liable for future claims for
damages as a result of the past or present uszafdous materials, including building materialsolhin the future become known or are
suspected to be hazardous. Any such claims maysalyaffect our business, financial condition apeérating results. Insurance coverage fol
such claims may be limited or non-existent.

We may suffer uninsured losses or suffer materiatses in excess of insurance limits.

We could suffer physical damage to property arfilliges resulting in losses that may not be fudympensated by insurance. In addition,
certain types of risks, such as personal injurinidamay be, or may become in the future, eithémaurable or not economically insurable, or
may not be currently or in the future covered byiogurance policies. Should an uninsured losslossin excess of insured limits occur, we
could sustain financial loss or lose capital ingdsh the affected property as well as anticipéttare income from that property. In addition,
we could be liable to repair damage or meet libdicaused by uninsured risks. We may be liablarfiy debt or other financial obligations
related to affected property. Material losses aiilities in excess of insurance proceeds may actire future.

In the U.S., the coverage offered and the avaitgitof general liability insurance for constructidefects is currently limited and is costly. As a
result, an increasing number of our subcontradiotise U.S. may be unable to obtain insurancejqaatly in California where we have
instituted an OCIP, under which subcontractorseéfiectively insured by us. If we cannot effectivegcover construction defect liabilities and
costs of defense from our subcontractors or tineiuriers, or if we have self-insured, we may sutisses. Coverage may be further restricted
and become even more costly. Such circumstancdd aduersely affect our business, financial cooditind operating results.

We may face substantial damages or be enjoined flumsuing important activities as a result of exisg) or future litigation, arbitration or
other claims.

We are involved in various litigation and legalisia in the normal course of our business operatioetuding actions brought on behalf of
various classes of claimants. We are also subjegtviariety of local, state, and federal laws agltations related to land development
activities, house construction standards, salesipes, mortgage lending operations, employmenttjpes, and protection of the environment.
As a result, we are subject to periodic examinatiomquiry by various governmental agencies tlibiaister these laws and regulations.

We establish liabilities for legal claims and remgaly matters when such matters are both probdldeanrring and any potential loss is
reasonably estimable. We accrue for such mattessdoan the facts and circumstances specific to eedter and revise these estimates as the
matters evolve. In such cases, there may exiskposere to loss in excess of any amounts curragtyued. In view of the inherent difficulty
of predicting the outcome of these legal and redgwyamatters, we generally cannot predict the wtirresolution of the pending matters, the
related timing, or the eventual loss. While thecoute of such contingencies cannot be predicted egittainty, we do not believe that the
resolution of such matters will have a materialeade impact on our results of operations, finarmisition, or cash flows. However, to the
extent the liability arising from the ultimate résiion of any matter exceeds the estimates refieictehe recorded reserves relating to such
matter, we could incur additional charges that ddad significant.
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Poor relations with the residents of our communiieould negatively impact sales, which could caose revenues or results of operatiol
to decline.

Residents of communities we develop rely on ugsolve issues or disputes that may arise in colomegith the operation or development of
their communities. Efforts made by us to resohasthissues or disputes could be deemed unsatigfagtthe affected residents and
subsequent actions by these residents could adiyaféect sales or our reputation. In addition, eeild be required to make material
expenditures related to the settlement of suctesssu disputes or to modify our community developtmdans, which could adversely affect
our results of operations.

We are dependent on certain members of our managena@d key personnel.

Our business involves complex operations and thezeafemands a management team and employee warlfatis knowledgeable and ex|
in many areas necessary for our operations. Otfionpeance and success are dependent, in part, lgom&mbers of our management and
personnel, and their loss or departure could bendental to our future success. Further, the pmoésittracting and retaining suitable
replacements for key personnel whose services welasa would result in transition costs and wolileed the attention of other members of
our senior management from our existing operatibnaddition, we do not maintain key person insagaim respect of any members of our
senior management team. The loss of any of our ggamant members or key personnel could adverselgdhgur business, financial
condition and operating results.

Utility and resource shortages or rate fluctuatiom®uld have an adverse effect on our operations.

Several of the markets in which we operate havetiislly been subject to utility and resource sages, including significant changes to the
availability of electricity and water. Austin anceBver in particular have at times been affectedumh shortages. Shortages of natural
resources in our markets, particularly of watery mmake it more difficult for us to obtain regulagapproval of new developments. We have
also experienced material fluctuations in utilihdaresource costs across our markets, and we roayadditional costs and may not be able tc
complete construction on a timely basis if sucletfiations arise. Our lumber inventory is particiyl@ensitive to these shortages. Furthermore
these shortages and rate fluctuations may adveaffelgt the regional economies in which we openatéch may reduce demand for our hor
and negatively affect our business and resultpefations.

Constriction of the capital markets could limit owability to access capital and increase our costsapital.

We fund our operations from cash from operatioapjtal markets financings and borrowings underRestated Revolving Credit Facility and
other credit facilities. Volatile economic condit®and the constriction of the capital markets @¢oetiuce the sources of liquidity available to
us and increase our costs of capital. Our Canaxpanations rely on separate banking facilitiedifpridity. The credit facilities used in our
Canadian operations are typically required to Ipeweed annually. If the size or availability of thdsanking facilities is reduced in the future

if we are unable to renew existing facilities i thuture on favorable terms, it would have an aslwv@ffect on our liquidity and operations.

As of December 31, 2013, we had $221.3 millionefhtdnaturing in the next 12 months. We believe ae meet our other capital
requirements with our existing cash resources anad cash flows and, if required, other sourcefinaihcing that we anticipate will be
available to us. However, we can provide no assarémat we will continue to be able to do so, pattrly if industry or economic conditions
deteriorate. The future effects on our businegsijdity and financial results of these conditionsiid be adverse, both in the ways described
above and in other ways that we do not currentigdee.

Our substantial debt could adversely affect our mess, financial condition or results of operatiorad prevent us from fulfilling our debt-
related obligations.

We have a substantial amount of debt. As of Decer®bg2013, the total principal amount of our d@htluding $74.9 million of indebtedness
of TMHF) was $1.4 billion. Our substantial debt kbhave important consequences for the holdersionEommon stock, including:

. making it more difficult for us to satisfy our opéitions with respect to our debt or to our tradetber creditors
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. increasing our vulnerability to adverse economitdustry conditions

. limiting our ability to obtain additional finaing to fund capital expenditures and acquisitigrasticularly when the availability of
financing in the capital markets is limite

. requiring a substantial portion of our cash flowsi operations and the proceeds of any capital esudfferings for the payment
interest on our debt and reducing our ability te aar cash flows to fund working capital, capitgbenditures, acquisitions and
general corporate requiremer

. limiting our flexibility in planning for, or reaatig to, changes in our business and the industmhinh we operate; ar

. placing us at a competitive disadvantage to lessréged competitor.
We cannot assure you that our business will geaetficient cash flow from operations or that fetborrowings will be available to us
through capital markets financings or under ourt&ed Revolving Credit Facility or otherwise in@mount sufficient to enable us to pay our
indebtedness, or to fund our other liquidity ne&tls.may need to refinance all or a portion of ouiebtedness, on or before its maturity. We
cannot assure you that we will be able to refinareof our indebtedness on commercially reasortabtes or at all. In addition, we may in
additional indebtedness in order to finance ourati@ns or to repay existing indebtedness. If wencé service our indebtedness, we may hav
to take actions such as selling assets, seekintjadd debt or equity or reducing or delaying ¢apéexpenditures, strategic acquisitions,
investments and alliances. We cannot assure yoatlyasuch actions, if necessary, could be effeatedommercially reasonable terms or at

all, or on terms that would be advantageous testagkholders or on terms that would not requiréousreach the terms and conditions of our
existing or future debt agreements.

Restrictive covenants in the indentures governingr &enior Notes and the agreements governing ousted Revolving Credit Facility ar
other indebtedness may restrict our ability to puesour business strategies.

The indentures governing our Senior Notes and gineeanent governing our Restated Revolving Creditlialimit our ability, and the terms
of any future indebtedness may limit our abilitygnang other things, to:

. incur or guarantee additional indebtedn

. make certain investment

. pay dividends or make distributions on our capmtatk;

. sell assets, including capital stock of restrickalisidiaries

. agree to restrictions on distributions, transferdividends affecting our restricted subsidiar

. consolidate, merge, sell or otherwise disposelafradubstantially all of our asse

. enter into transactions with our affiliate

. incur liens; anc

. designate any of our subsidiaries as unrestriaibdidiaries
The agreement governing the Restated RevolvingitOfadility contains certain “springing” financiabvenants requiring TMM Holdings and
its subsidiaries to comply with a certain maximuapitalization ratio and a certain minimum consdkdbtangible net worth test. The
agreement governing the Restated Revolving Crexditliey also contains customary restrictive coveraimcluding limitations on incurrence
liens, the payment of dividends and other distidng, the making of asset dispositions, investmesaie and leasebacks, and limitations on

debt payments and amendments. Ifs®a 7 — Management’s Discussion and Analysis méufiéial Condition and Results of Operations —
Overview of Capital Resources and Liquiditythis Annual Report.

The restrictions contained in the indentures gawegrour Senior Notes and the agreement governindRestated Revolving Credit Facility
could also limit our ability to plan for or react inarket conditions, meet capital needs or makaisitipns or otherwise restrict our activities
business plans.
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Monarch is party to the TD Facility and the HSBQikty. These facilities also contain restrictivevenants, including a maximum debt to
equity ratio, minimum consolidated net equity, liations on dividends and maintenance of a minimmterést coverage ratio. A breach of any
of these restrictive covenants or our inabilitictamply with the applicable financial covenants corgsult in a default under the agreements
governing our Restated Revolving Credit Facilihg TD Facility and the HSBC Facility, which couldba for the acceleration of the debt
under the agreements. If the indebtedness undéRestated Revolving Credit Facility, the TD Fagilithe HSBC Facility, the Senior Notes
were to be accelerated, we cannot assure you tinaissets would be sufficient to repay in full timtebtedness and our other indebtednes:
Item 7—Management’s Discussion and Analysis of FinanCahdition and Results of Operations — Overview &i@l Resources and
Liquidity in this Annual Report.

We may require additional capital in the future anday not be able to secure adequate funds on teagteptable to us.

The expansion and development of our business etayire significant capital, which we may be unablebtain, to fund our capital
expenditures and operating expenses, including wgrtapital needs. During 2013, 2012 and 2011 weemxpenditures for land and
development of $992.4 million, $777.7 million angB3®.8 million respectively.

During the next 12 months, we otherwise expectéetour cash requirements with existing cash asl equivalents, cash flow from
operations (including sales of our homes and land)borrowings under our Restated Revolving Ciealdlity. We may fail to generate
sufficient cash flow from the sales of our homed kmd to meet our cash requirements. Furthercapital requirements may vary materially
from those currently planned if, for example, oewvenues do not reach expected levels or we haneuo unforeseen capital expenditures and
make investments to maintain our competitive positif this is the case, we may require additidimelncing sooner than anticipated or we
may have to delay or abandon some or all of oueldgvnent and expansion plans or otherwise foregé@happortunities.

To a large extent, our cash flow generation abititgubject to general economic, financial, contjpvetj legislative and regulatory factors and
other factors that are beyond our control. We caassure you that our business will generate dashffom operations in an amount sufficit
to enable us to fund our liquidity needs. As a lteste may need to refinance all or a portion of imgdebtedness, on or before its maturity, or
obtain additional equity or debt financing. We cainassure you that we will be able to do so on cenarally reasonable terms, if at all. Any
inability to generate sufficient cash flow, refir@nour indebtedness or incur additional indebtesinescommercially reasonable terms could
adversely affect our financial condition and coc#dise us to be unable to service our debt and eday dr prevent the expansion of our
business.

Risks related to our structure and organization

TMHC's only asset is its interest in New TMM, andeordingly it is dependent upon distributions froddew TMM to pay dividends, if any,
taxes and other expenses. New TMM is a holding campwith no operations of its own and, in turn, iek on distributions from TMM
Holdings and its operating subsidiarie

TMHC is a holding company and has no assets oftizerits ownership, directly or indirectly, of NewIM Units. TMHC has no independent
means of generating revenue. TMHC intends to chiese TMM to make distributions to its partners inanount sufficient to cover all
applicable taxes payable and dividends, if anyladed by TMHC. To the extent that TMHC needs furads] New TMM is restricted from
making such distributions under applicable lawegulation, or is otherwise unable to provide suetds, it could materially and adversely
affect TMHC'’s liquidity and financial condition. laddition, New TMM has no direct operations andwar all of its cash flow from TMM
Holdings and its subsidiaries. Because the operand TMHC's business are conducted through sudssedi of TMM Holdings, New TMM is
dependent on those entities for dividends and qitagments to generate the funds necessary to heeéhancial obligations of New TMM.
Legal and contractual restrictions in the agreemgaterning the Restated Revolving Credit Facittg, Senior Notes and other debt
agreements governing current and future indebtedoieNew TMM’s subsidiaries, as well as the financial condiiad operating requiremel
of New TMM'’s subsidiaries, may limit TMHC'’s abilitio obtain cash from New TMM'’s subsidiaries. Thengags from, or other available
assets of, New TMM'’s subsidiaries may not be sigficto pay dividends or make distributions or loém TMHC to enable TMHC to pay any
dividends on the Class A Common Stock, taxes alner @xpenses.
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The Principal Equityholders have substantial inflmee over our business, and their interests may eliffrom our interests or those of our
other stockholders.

The Principal Equityholders, via the TPG and Oaktrielding Vehicles, hold a majority of the combinading power of TMHC. Due to their
ownership, our Principal Equityholders have the @ote control us and our subsidiaries, including power to:

. elect a majority of our directors and appoint axgauitive officers, set our management policiesexatcise overall control over tl
Company and subsidiarie

. agree to sell or otherwise transfer a controllitaks in the Company; ar

. determine the outcome of substantially all@direquiring stockholder approval, including test®ns with related parties,
corporate reorganizations, acquisitions and disiposi of assets, and dividen:

The interests of our Principal Equityholders mafedifrom our interests or those of our other staillers and the concentration of control in
our Principal Equityholders will limit other stoctlders’ ability to influence corporate matters. Tdumcentration of ownership and voting
power of our Principal Equityholders may also deldgfer or even prevent an acquisition by a thacypor other change of control of the
Company and may make some transactions more dificimpossible without the support of our Priradifzquityholders, even if such events
are perceived by the other stockholders as beitiggin best interest. The concentration of votingver among our Principal Equityholders n
have an adverse effect on the price of our Cla€ommon Stock. The Company may take actions thattar stockholders do not view as
beneficial, which may adversely affect our resafteperations and financial condition and causevtiiee of your investment to decline.

Pursuant to the stockholders agreement, to whichlCN& a party, along with the TPG and Oaktree HajdVehicles and JH, certain of our
actions require the approval of the directors nat@d by the TPG and Oaktree Holding Vehicles. Sigatly, the approval of a director
nominated by the TPG Holding Vehicle, so long asiihs at least 50% of TMHC’s common stock heldtist the closing of our IPO (and the
application of net proceeds therefrom), and the@md of a director nominated by the Oaktree Hajd¥fehicle, so long as it owns at least 50%
of TMHC’s common stock held by it following our IP@nd the application of net proceeds therefromjstrbe obtained before we are
permitted to take any of the following actions:

. any change of control of TMH(
. acquisitions or dispositions by TMHC or any ofstsbsidiaries of assets valued at more than $50li@mi

. incurrence by TMHC or any of its subsidiariésny indebtedness in an aggregate amount in exée&0.0 million or the making
of any loan in excess of $50.0 millic

. issuance of any equity securities of TMHC, sebjo limited exceptions (which include issuangesuant to approved
compensation plans

. hiring and termination of our Chief Executive O#i¢and

. certain changes to the size of our Board of Dinec

Section 203 of the Delaware General Corporation baay affect the ability of an “interested stocklesltto engage in certain business
combinations, including mergers, consolidationa@juisitions of additional shares, for a periothoée years following the time that the
stockholder becomes an “interested stockholder.*iAterested stockholder” is defined to includegmers owning directly or indirectly 15% or
more of the outstanding voting stock of a corporatiWe have elected in our amended and restatétioage of incorporation not to be subject
to Section 203 of the Delaware General Corpordtmn. Nevertheless, our amended and restated catéfof incorporation contains
provisions that have the same effect as Sectioro@® Delaware General Corporation Law, excegt they provide that the TPG and
Oaktree Holding Vehicles and their respective iatiéls and transferees will not be deemed to bertisted stockholders,” regardless of the
percentage of our voting stock owned by them, admlingly will not be subject to such restrictions

In addition, because the Principal Equityholderii tloeir economic interest in our business throgiv TMM, but not through TMHC, the
public company, these existing owners may havelictinfy interests with holders of shares of ourssl& Common Stock.
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As a‘“controlled company” within the meaning of the cograte governance rules of the New York Stock Exchganwe qualify for, and rely

on, exemptions from certain corporate governanceu@ements. As a result, holders of our Class A Qoon Stock may not have the same
degree of protection as that afforded to stockhaklef companies that are subject to all of the corpte governance requirements of these
exchanges.

We are a “controlled company” within the meaningha corporate governance rules of the New YorklSExchange as a result of the
ownership position and voting rights of our Priradigquityholders. A “controlled company” is a comgaf which more than 50% of the
voting power is held by an individual, group or #rey company. More than 50% of our voting powerekl by the TPG and Oaktree Holding
Vehicles. As a controlled company, we are entittedlect, and have elected, not to comply withaiertorporate governance rules of the
New York Stock Exchange that would otherwise regjtlie Board of Directors to have a majority of ipeledent directors and o

compensation and nominating and governance conasittebe comprised entirely of independent directoave written charters addressing
such committee’s purpose and responsibilities @rtbpmn an annual evaluation of such committee. Adiogly, holders of our Class A
Common Stock do not have the same protection atbtd stockholders of companies that are subjeall tuf the corporate governance
requirements of the New York Stock Exchange andatiikity of our independent directors to influerm& business policies and affairs may be
reduced.

TMHC's directors who have relationships with the iRcipal Equityholders may have conflicts of interewith respect to matters involving
the Company.

The majority of TMHC'’s directors are affiliated Withe Principal Equityholders. These persons hialeifary duties to TMHC and in addition
have duties to the Principal Equityholders. In #iddi TMHC’s amended and restated certificate obiporation provides that no officer or
director of TMHC who is also an officer, directemployee or other affiliate of the Principal Eqbityders or an officer, director or employee
of an affiliate of the Principal Equityholders wiile liable to TMHC or its stockholders for breadtany fiduciary duty by reason of the fact t
any such individual directs a corporate opportutothe Principal Equityholders or their affiliatestead of TMHC, or does not communicate
information regarding a corporate opportunity to Fi®that such person or affiliate has directed eoRhincipal Equityholders or their
affiliates. As a result, such circumstances magiergal or apparent conflicts of interest withpest to matters affecting both TMHC and the
Principal Equityholders, whose interests, in soineumstances, may be adverse to those of TMHCd(¢litian, as a result of the Principal
Equityholders’ indirect ownership interest, confliof interest could arise with respect to trarieastinvolving business dealings between
TMHC and the Principal Equityholders or their affies, including potential business transactionggmtial acquisitions of businesses or
properties, the issuance of additional securitles payment of dividends by TMHC and other matters.

Failure to establish and maintain effective interhaontrol over financial reporting could have an agrse effect on our business, operating
results and the trading price of our securities.

Maintaining effective internal control over finaatreporting is necessary for us to produce redidinlancial reports and is important in helping
to prevent financial fraud. To date, we have natdeated an audit of our controls and our auditergelnot conducted an audit of our internal
control over financial reporting. If we are unatdemaintain adequate internal controls, our busiresl operating results could be harmed. Wi
are in the process of evaluating how to documedttast our internal control procedures to satibg/requirements of Section 404 of the
Sarbanes-Oxley Act and the related rules of the, S#(i-h require, among other things, our managenteassess annually the effectiveness c
our internal control over financial reporting anat independent registered public accounting firissoie a report on our internal control over
financial reporting beginning with our Annual Repon Form 10-K for the year ending December 3142@uring the course of this
documentation and testing, we may identify matetédiciencies that we may be unable to remedy kefoe requisite deadline for those
reports. For example, during the course of thetaafdiur financial statements for the year endeddbaber 31, 2013, our independent auditors
brought to our attention a material weakness imhaner in which we calculate our net deferredassets and liabilities, which we are in
process of remediating. Any failure to remediatearial weaknesses or significant deficiencies ndgds or our independent registered pt
accounting firm during the audit of our internahtls or to implement required new or improvedtcois or difficulties encountered in their
implementation could cause us to fail to meet eporting obligations or result in material misstaéats in our financial statements. If our
management or our independent registered publiouating firm were to conclude in their reports tbat internal control over financial
reporting was
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not effective, investors could lose confidenceun @ported financial information. Failure to complith Section 404 of the Sarbanes-Oxley
Act could potentially subject us to sanctions avestigations by the SEC, the Financial Industry Ratgry Authority or other regulatory
authorities.

Provisions in our charter and bylaws and provision§ Delaware law may delay or prevent our acquisitiby a third party, which migh
diminish the value of our Class A Common Stock. Rigions in our debt agreements may also requireauirer to refinance our
outstanding indebtedness if a change of control o

In addition to the TPG and Oaktree Holding Vehidiefding a majority of the voting power of TMHC folving this offering, our amended a
restated certificate of incorporation and our byda@ntain certain provisions that may discouragéydor prevent a change in our managet
or control over us that stockholders may consideofable, including the following, some of whichyranly become effective when the TPG
and Oaktree Holding Vehicles no longer beneficiallyn shares representing 50% or more of the cordbinéng power of our common stock
(the “Triggering Event”):

» the division of our board of directors into thréasses and the election of each class for -year terms

» the sole ability of the board of directors to &livacancy created by the expansion of the boaditedtors;

» advance notice requirements for stockholder prdp@sa director nomination

» after the Triggering Event, limitations on the &hibf stockholders to call special meetings anthte action by written consel

» after the Triggering Event, in certain cashe,dpproval of holders of at least three-fourththefshares entitled to vote generally on
the making, alteration, amendment or repeal ofceutificate of incorporation or bylaws will be rempd to adopt, amend or repeal
our bylaws, or amend or repeal certain provisidisuo certificate of incorporatior

» after the Triggering Event, the required appiaf holders of at least three-fourths of the shamtitled to vote at an election of the
directors to remove directors, which removal maly &re for cause; an

» the ability of our board of directors to desigmthe terms of and issue new series of prefestaedk without stockholder approval,
which could be used, among other things, to ingtiturights plan that would have the effect of gigantly diluting the stock
ownership of a potential hostile acquirer, likehgyenting acquisitions that have not been appriawyeaur board of director:

Section 203 of the Delaware General Corporation baay affect the ability of an “interested stocklesltto engage in certain business
combinations, for a period of three years followthg time that the stockholder becomes an “intecestockholder.” We have elected in our
amended and restated certificate of incorporatmirtanbe subject to Section 203 of the DelawareeGarCorporation Law. Nevertheless, our
amended and restated certificate of incorporatwmrtains provisions that have the same effect asd®e203 of the Delaware General
Corporation Law, except that they provide thatTh& and Oaktree Holding Vehicles and their respedffiliates and transferees will not be
deemed to be “interested stockholders,” and acaeghgiwill not be subject to such restrictions.

The existence of the foregoing provisions and takeover measures could limit the price that inmesinight be willing to pay in the future for
shares of our common stock. They could also dettampial acquirers of our company, thereby redutiireglikelihood that you could receive a
premium for your common stock in the acquisition.

Under our Restated Revolving Credit Facility, ard@of control would be an event of default, whiabuld therefore require a third party
acquirer to obtain a facility to refinance any ¢amsling indebtedness under the Restated Revolviaeditd-acility. Under the indentures
governing our Senior Notes, if a change of contrefe to occur, we would be required to make offenepurchase the Senior Notes at prices
equal to 101% of their respective principal amoumtese change of control provisions in our exgstliebt agreements may also delay or
diminish the value of an acquisition by a thirdtgar

Any of the above risks could have a material adveffect on your investment in our Class A CommintiSand Senior Notes.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We lease office facilities for our homebuilding amdrtgage operations. We lease our corporate heaidgs, which is located in Scottsdale,
Arizona. The lease on this facility consists of mpgmately 24,000 square feet and expires in Ji82We lease approximately 13 other
properties for our other division offices and designters. For information on land owned and cdietiidy us for use in our homebuilding
activities, please refer ttem 1 — Business — Homebuilding Operations — lAsglisition Policies and Development

ITEM 3. LEGAL PROCEEDINGS

We are involved in various litigation and legalicia in the normal course of our business operatiofuding actions brought on behalf of
various classes of claimants. We are also suljezivariety of local, state, and federal laws agltations related to land development
activities, house construction standards, salestipes, mortgage lending operations, employmenttjpes, and protection of the environment.
As a result, we are subject to periodic examinatioimquiry by various governmental agencies tliabiaister these laws and regulations.

We establish liabilities for legal claims and regfaty matters when such matters are both probdldecnrring and any potential loss is
reasonably estimable. We accrue for such mattesesdban the facts and circumstances specific to emtter and revise these estimates as the
matters evolve. In such cases, there may exiskposere to loss in excess of any amounts curragtyued. In view of the inherent difficulty
of predicting the outcome of these legal and redgwyamatters, we generally cannot predict the wtirresolution of the pending matters, the
related timing, or the eventual loss. While thecouate of such contingencies cannot be predicted eeittainty, we do not believe that the
resolution of such matters will have a materialezde impact on our results of operations, finarmislition, or cash flows. However, to the
extent the liability arising from the ultimate résiion of any matter exceeds the estimates refieictehe recorded reserves relating to such
matter, we could incur additional charges that ddad significant.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable

37



Table of Contents

PART Il

ITEM5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY

Market Information

The Company lists its Class A Common Stock on therNork Stock Exchange (NYSE) under the symbol “T®HON February 24, 2014 v
had 1 holder of record of our Class A Common Stdtle following table sets forth for the quarterdigated the range of high and low trading
for the Company’s common stock during fiscal 2013:

1st
Qtr 2 nd Qtr 3rd Qtr 4t Qtr
Fiscal Year Ended December 31, 201:
High N/A $26.8¢ $25.8¢ $23.4(
Low N/A 23.0¢ 19.9¢ 20.0z2

The Companys Class B Common Stock is not listed on a secar@iehange. On February 24, 2013 we had 39 hotdensr Class B Commoa
Stock. For details on the Class B Common StocK\gge 16 — Capital Structure — Reorganization Trantigensin the notes to our Consolida
and Combined Financial Statements included in Beshthis Annual Report.
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Stock Performance Grapl

The following shall not be deemed “filed” for pug®s of Section 18 of the Exchange Act, or incorigardy reference into any of our other
filings under the Exchange Act or the Securities, A&xcept to the extent we specifically incorpoiiitey reference into such filing.

This chart compares the cumulative total returm@ncommon stock with that of the Standard & PoB08 Composite Stock Index (the “S&P
500" and the Standard & Poor’'s Homebuilding Indiive “S&P Homebuilding”). The chart assumes $10M@8 invested at the close of
market on April 10, 2013, the date of our IPO,ha Class A common stock of Taylor Morrison Homep@oation, the S&P 500 Index and the
S&P Homebuilding Index, and assumes the reinvestfaany dividends. The stock price performancetanfollowing graph is not
necessarily indicative of future stock price perfance.

Comparison of Cumulative Total Return Among TMHC, the S&P 500 and the S&P Homebuilding from April 102013 to December 3

2013
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$105.00 == S&P 500 Index
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$75.00 - - . . .
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4/10/13  4/30/13 5/31/13 6/30/13 7/31/13  8/31/13 9/30/13  10/31/13 11/30/13 12/31/13
TMHC $100.0C $111.8¢ $112.1:! $105.8: $105.1¢ $ 89.4t $ 98.31 $ 96.5¢ $ 94.8¢ §$ 97.4«
S&P 500 100.0C 100.6: 102.7: 101.1%° 106.17 102.8¢ 105.9: 110.6¢ 113.7¢ 116.4:
S&P Homebuilding 100.0C 102.8° 104.9: 99.9: 102.2( 96.97 103.9¢ 103.6¢ 108.5. 113.1¢

Dividends

We currently anticipate that we will retain all dalle funds for use in the operation and expansioour business, and do not anticipate pa
any cash dividends in the foreseeable future andake distributions from New TMM to its limited paers (other than to TMHC to fund its
operations). Sekkem 7 — Management’s Discussion and Analysis méifiGial Condition and Results of OperationBMHC has not previously
declared or paid any cash dividends on its comnmrks

Any future determination as to our dividend poliei§l be made at the discretion of the Board of Bioes of TMHC and will depend upon
many factors, including those governing our Rest&evolving Credit Facility and our Senior Notdsttlimit our ability to pay dividends to
stockholders and other factors the Board of Dinesctd TMHC deem relevant. For further informatigeeltem 7 — Management’s Discussion
and Analysis of Financial Condition and Result©pkrations — Overview of Capital Resources andidiuy— Capital Resources —
Original Revolving Credit Facility and Restated Biing Credit Facility , — 2020 Senior Notasd— 2021 Senior Notes.

Issuer Purchases of Equity Securiti¢
None.
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ITEM 6. SELECTED FINANCIAL DATA

The following tables set forth selected consolidatad combined financial and housing data at anddoh of the five fiscal years in the period
ended December 31, 2013. It should be read in octipn with the Consolidated and Combined Finanstatements and Notes thereto, listed
in Item 8 of this Annual Report and Managemsmiscussion and Analysis of Financial Conditiod &esults of Operations included in Iter

of this Annual Report.

TMHC Predecesso
January 1
Year Ended Year Ended July 13 to Year Ended Year Ended
December 31 December 31 December 31 to July 12, December 31 December 31
2013 2012 2011 2011 2010 2009
(Dollars in thousands, except per share amol
Statements of Operations Data
Home closings revent $ 2,264,98 $ 1,36945 $ 731,21t $ 600,06¢ $ 1,273,16! $ 1,224,08
Land closings revent 27,88 44,40¢ 10,65 13,63¢ 12,11¢ 24,96
Mortgage operations reven 30,37 21,86: 8,57¢ 6,027 12,59: 13,41t
Total revenues $ 232323 $ 143572 $ 750,45; $ 619,73! $ 1,297,86 $ 1,262,46
Cost of home closinc 1,774,76 1,077,52! 591,89: 474,53 1,003,17: 1,003,69
Cost of land closing 26,74. 35,88¢ 8,58: 7,13: 6,02¢ 17,00:
Inventory impairment — — — — 4,05¢ 78,24
Mortgage operations expen: 16,44¢ 11,26¢ 4,49 3,81¢ 7,24¢ 6,26¢
Gross margin $ 505,28! $ 311,04¢ $ 145,48: $ 134,25( $ 277,36 $ 157,25¢
Sales, commissions and other marketing ¢ 142,84t 80,90° 36,31¢ 40,12¢ 85,14 100,53«
General and administrative expen 90,74 60,44« 32,88: 35,74 66,23: 71,30(
Equity in income of unconsolidated entit (37,567) (22,96¢) (5,24%) (2,807) (5,319 (347)
Interest (income) expense, | (47¢) (2,44¢€) (3,86%) 941 40,23¢ 20,73.
Loss on extinguishment of de 10,14: 7,95: — — — —
Other expense (income), r 2,541 3,567 2,30¢ (10,65¢) 2,351 1,26(
Indemnification and transaction expen 199,11¢ 13,03« 52,29: — — —
Income (loss) before income taxe $ 97,93¢ $ 170,55. $ 30,79¢ $ 70,90: $ 88,72« $ (36,22()
Income tax provision (benefi 3,06¢ (260,29) 4,031 20,88: (1,87¢) (35,39¢)
Income (loss) before no-controlling interests, net of tax $ 94,86¢ $ 430,84¢ $ 26,76 $ 50,02( $ 90,60: $ (829
Loss (income) attributable to non-controlling irests — joint
ventures 131 (28) (1,179 (4,122 (3,239 (5,139
Net income (loss $ 94,99¢ $ 430,82( $ 25,58¢ $ 45,89¢ $ 87,36 $ (5,967)
Income attributable to non-controlling interestBrincipal
Equityholders $ (49,579 — — — — —
Net income (loss) available to Taylor Morrison Home
Corporation $ 45,42( $ 430,82( $ 25,58¢ $  45,89¢ $ 87,36 $ (5,967
Earnings per shar.
Basic $ 1.3¢ N/A N/A N/A N/A N/A
Diluted $ 1.3¢ N/A N/A N/A N/A N/A
Weighted average number of shares outstan
Basic 32,84( N/A N/A N/A N/A N/A
Diluted 122,31 N/A N/A N/A N/A N/A
Balance Sheet Data (at period end
Cash and cash equivalents, excluding restrictefl $ 389,18: $ 300,60: $ 279,32: $ 165,41! $ 189,03: $ 237,26
Real estate inventol 2,262,33 1,604,18 1,003,48: 1,073,95: 979,56 1,072,14
Total asset 3,438,55: 2,738,05! 1,671,06 1,527,32 1,500,47. 1,562,86:
Total debi 1,415,08 1,027,86! 599,75( 605,76¢ 925,86: 1,048,53!
Total equity 1,544,90 1,204,57! 628,56! 465,53: 103,77 68,94«
Operating Data (for the period ended: V)
Average active selling communiti 177 12¢ 14C 151 14¢ 164
Net sales orders (unit 5,691 4,842 2,03t 2,09« 3,69( 5,21¢
Closings (units 6,27( 4,014 2,077 1,84 4,14( 4,75k
Average sales price of homes delive $ 382 $ 364 $ 36€ $ 32€ $ 30¢ $ 257
Backlog at the end of period (valt $ 1,443,08 $ 1,44893 $ 982,52! $1,120,46! $ 931,00: $ 972,63:
Backlog at the end of period (uni 3,53¢ 4,11z 2,96t 3,00¢ 2,75¢€ 2,45;

(1) Includes proportionate share of unconsolidated joémtures
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
Overview

We generate revenue primarily through sales ofothetdh and attached homes and condominium units lhasvirough sales of land and the
operations of our mortgage subsidiary, TMHF. Wegrize revenue on detached and attached homesthééomes are completed and
delivered to the buyers. We recognize revenue emthjority of our high-rise condominiums at thediof occupancy. We also recognize
revenue when buyer deposits are forfeited. Revefiapsloan origination are recognized at the tilne telated real estate transactions are
completed, usually upon the close of escrow.

Our primary costs are the acquisition of land iriaas stages of development and the constructistsaaf the homes and condominiums we
sell (including capitalized interest, real estabees and related development costs). Home conistnumsts are accumulated and charged tc
of sales based on the construction cost of the Hueirgy sold. Land acquisition, development, intertaxes, overhead and condominium
construction costs are allocated to homes and usitgy methods that approximate the relative ssbee.

Our business is organized into four segments — EBésst, Canada and Mortgage Operations. Our Eaestf Whd Canada segments are basec
on geographic regions:

» East: Houston (which includes a Taylor Morrigtivision and a Darling Homes division), Austin,llda (which includes a Darling
Homes division only), North Florida and West Flei

* West: Phoenix, Northern California, Southern Caififa and Denvel

» Canada: Kitchen-Waterloo, Ottawa, Torontt

In all of our markets, we build and sell a broad amovative mix of homes across a wide range iwegpoints. Our emphasis is on designing,
building and selling homes to first and second-tmm/e-up buyers.

All of the divisions in our East and West segmaitsr single-family attached and/or detached hoeresgenerally operate as merchant
builders. Merchant builders generally acquire fglgnned and entitled lots and may construct amisiprovements but normally do not
construct significant off-site utility or infrasttture improvements. In certain markets we alsoatpeas community developers. Community
development includes the acquisition and developrilarge-scale communities that may include sigant planning and entitlement
approvals and construction of off-site and on-sttlities and infrastructure. Our Canada segmensists of our operations within the province
of Ontario, primarily in the GTA and also in Ottawad Kitchener-Waterloo, and offers both singleifgrand high-rise communities.

Mortgage Operations is also a separate reportalgimant of our business. Our Mortgage Operationsrtalple segment provides financial
services to customers in the U.S. through its whmlned mortgage brokerage subsidiary, operating\dF, and title examination services
some U.S. locations through various joint ventures.

Strategy

Because the housing market is cyclical, and honoe pnovement between the peak and trough of thie can be significant, we seek to
adhere to our core operating principles througbkehsycles to drive consistent long-term performance

Based on our current land position, we expect itgechevenue by opening new communities from oustaxg land supply. We believe land
supply provides us with the opportunity to increase community count on a net basis by approxime2st30% in 2014. We also currently
own or have an option to purchase over 98% ofdhd bn which we expect to close homes during 204elexpect that most of the
communities we will open during the next twelve rimwill be in our Phoenix, West Florida and Houastearkets in response to increased
demand by consumers in those markets.
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Because a significant portion of our land supplywarchased at low price points during the recemtrdurn in the housing cycle and because
our entire land inventory was adjusted to fair neaskalue at the time of the Acquisition, we exgecotontinue our revenue growth and strong
gross margin performance in our U.S. communitias. &pproach to land supply management in our Eabi¥est regions has historically be

to acquire land that has attractive characteristicduding good access to schools, shopping, atiomre and transportation facilities. In
connection with our overall land inventory managetr@ocess, our management team reviews thesedevasons, as well as other financial
metrics, in order to decide the highest and besofi®ur land assets. Historically, land disposiitiave not had a material effect on our overa
results of operations, but may impact overall ntasgi

We intend to maintain a consistent approach to faogitioning within our regions, markets and comities in the foreseeable future in an
effort to concentrate a greater amount of our lamdntory in areas that have the attractive chargstics referred to above. We also intend to
continue to combine our land development expeviisie our homebuilding operations to increase teeiflility of our business, to enhance our
margin performance and to control the timing ofwly of lots.

Over the next twelve months our goal is to furttoeus our offerings on targeted customer groupsaiveto identify the preferences of our
target customer and demographic groups and ofén fhnovative, high-quality homes that are effitiand profitable to build. To achieve this
goal, we intend to continue our market researaetermine preferences of our customer groups.

We will also seek to grow through selective acdigiss in both existing markets and new markets ¢lxaibit positive long-term fundamentals.
For example, on December 31, 2012 we acquired iizprdi Texas- based homebuilder, which gives ugsepce in the Dallas market and
expands our presence in the Houston market.

Factors Affecting Comparability of Results

You should read this Management'’s Discussion analysis of our Financial Condition and Results oe@ions in conjunction with our
historical consolidated financial statements inelli@lsewhere in this Annual Report. Below are #méopl-to-period comparisons of our
historical results and the analysis of our finahctandition. In addition to the impact of the masteiscussed in thRisk Factordisted in
Item 1A of this Annual Report, our future resultautd differ materially from our historical resulisie to a variety of factors, including the
following:

Liquidity and Interest Expensi

We rely on our ability to finance our operationsdgnerating operating cash flows, borrowing underRestated Revolving Credit Facility and
our existing Canadian credit facilities or accegghe debt and equity capital markets. We alsoaalpur independent ability to obtain
performance, payment and completion surety bomuk|edters of credit to finance our projects. Whdwe that we can fund our current and
foreseeable liquidity needs from the cash geneffated operations and borrowings under our RestRblving Credit Facility and our
existing Canadian letter of credit facilities.

The Predecessor Parent Company no longer provirtgscing support for our operations, so our curligoidity profile is significantly
different from that of our predecessor. For the saeason, the historical interest expense (inctudapitalized interest) for predecessor per
ending prior to the July 2011 Acquisition will neé comparable to that for successor periods eradtegthe Acquisition.

The Acquisition and Financing Transactions and Basbdf Presentation

The July 2011 Acquisition has been accounted fa psrchase under ASC Topic 8@aisiness CombinationsAs a result of the change in
ownership, our historical financial data for pesqatior to the July 13, 2011 Acquisition (the preglesor periods) are derived from the histo
financial statements of our predecessor, the Nentlerican business of Taylor Wimpey plc, which fioah statements have been prepared
using the historical cost basis of accounting &xadted prior to the Acquisition. Our financial teiments for periods from and after the July 13,
2011 Acquisition (the successor period) are derfveeh the financial statements of TMM Holdings, efhialready reflect adjustments made as
a result of the application of purchase accountingpnnection with the Acquisition. Therefore, fiveancial information for the predecessor
period is not comparable with that for the succepsoiods.

42



Table of Contents

In connection with the Acquisition, we incurred @dedness, including $625.0 million of borrowingsler the Sponsor Loan, $125.0 millior
which was repaid through working capital in AugR6i1 pursuant to our recapitalization plan, $356ildon of which was refinanced by the
offering of the senior notes and $150.0 millionwdfich was contributed or transferred to a subsydidrTMM Holdings. We also have the
ability to borrow under our Restated Revolving Grégcility and Canadian letter of credit facilgirom time to time as warranted by busines:
needs. Since we operated largely as a stand-atompany prior to the Acquisition, we have not inegrsignificant incremental general and
administrative expenses as a result of the separictm Taylor Wimpey plc. Additional cost savingghin the organization may be achieved
in the future. However, we cannot accurately pitedicd there can be no assurances as to, the ext@ny such savings.

Certain results for 2011 are presented to refleztrithmetically combined historical results fréme predecessor period from January 1, 2011
to July 12, 2011 and the successor period from I8)y2011 to December 31, 2011. This presentatiay yield results that are not directly
comparable on a period-to-period basis with thogerédecessor periods because of differences ouating basis due to the change of
ownership resulting from the Acquisition. The coshome closings and the cost of land closings wegeonly line items directly impacted in
any material respect by the purchase accountingsadgnts described below (although the effectsio sidjustments are carried through tc
items below such line items in our statement ofraflens). For purposes of this Annual Report, haavewe believe that it is most meaningful
to present our results of operations for 2011 is thanner. The combined historical results for 28dlnot necessarily indicative of what the
results for the period would have been had the Aitipn actually occurred as of January 1, 2011.

Home closings and land sales that occurred duhiegtedecessor period do not reflect any purchaseuating adjustments to costs of home
closings and costs of land closings, while homsinlps and land sales occurring during the succgesard do reflect such purchase
accounting adjustments to the cost of home closamgiscost of land closings. The carrying valuelarfie and land inventory were both
increased and decreased in adjusting their carmahges to fair market value as of the closinghef Acquisition through the application of
purchase accounting. Such adjustments may reshigjirer or lower costs of home and land closinghésuccessor period and future periods
as compared to the predecessor period. For thessmcperiod from July 13, 2011 to December 31128dch adjustments increased our cost
of home closings by $38.9 million and our costaofd closings by $0.9 million. For the successoryeaded December 31, 2012, such
adjustments increased our cost of home closingt6 million and decreased our cost of land closimg $1.6 million and in 2013 by an
immaterial amount.

Non-GAAP Measures

In addition to the results reported in accordanitk W.S. GAAP, we have provided information in thienual Report relating to “adjusted
gross margins,” and the results of “unconsolidgoéa ventures.”

Results of unconsolidated joint ventu

References to the information or results of “unatidated joint ventures” refer to our proportionateare of unconsolidated joint ventures in
Canada and are included as ®AAP measures because they are accounted for thelequity method. We believe that such resultsisedu
to investors as an indication of the level of basmactivity of our joint ventures in Canada ad a&khe potential for cash and revenue
generation from those joint ventures.

Adjusted gross margir

We calculate adjusted gross margin from U.S. GA#A#3g margin by adding impairment charges attridatabthe write-down of operating
communities, and the amortization of capitalizegiiest through cost of home closings. We also dsadjusted home closings gross margin,
which is calculated by adding back to home closgss margin the capitalized interest amortizaséind impairment charges related to the
homes closed. Adjusted land closings gross masgialiculated similarly. Adjusted mortgage operatigross margin is calculated by adding
back impairment charges attributable to the writexd of loans receivable. Management uses our adjugibss margin measures to evaluate
our performance on a consolidated basis as wéfleaperformance of our segments. We believe thdisstad gross margins are relevant and
useful to investors for evaluating our performariigese measures are considered non-GAAP finan@asaores and should be considered in
addition to, rather than as a substitute for, thragarable U.S.
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GAAP financial measures as measures of our opgrpgnformance. Although other companies in the Horidding industry report similar
information, the methods used may differ. We urgeestors to understand the methods used by othgpadies in the homebuilding industry
to calculate gross margins and any adjustmentsdio amounts before comparing our measures to tifaaech other companies.

Results of Operations

The following table sets forth our results of opienas (Dollars in thousands):

Statements of Operations Data

Home closings revent

Land closings revent

Mortgage operations reven

Total revenues

Cost of home closing

Cost of land closing

Mortgage operations expens

Gross margin

Sales, commissions and other marketing ¢

General and administrative expen

Equity in income of unconsolidated entit

Interest (income) expense, |

Loss on extinguishment of de

Other expense (income), r

Indemnification and transaction expen

Income before income taxe

Income tax provision (benefi

Income before nor-controlling interests, net of tax

Loss (income) attributable to non-controlling irgsts
— joint ventures

Net income

Income attributable to non-controlling interests —
Principal Equityholder

Net income available to Taylor Morrison Home
Corporation

Gross margin as a % of revenue from home clos

Sales, commissions and other marketing costs as
of revenue from home closin

General and administrative expenses as a % of ue
from home closing

Average sales price per home clo

Arithmetically

Combined
(Predeccesso
TMHC TMHC) TMHC
Year Ended Year Ended July 13 to
December 31 December 31 Year Ended December 31
December 31
2013 2012 2011 2011
$2,264,98! $1,369,45; $ 1,331,288 $ 731,21t
27,88! 44,40¢ 24,29¢ 10,657
30,37: 21,86: 14,60¢ 8,57¢
$2,323,23 $1,435,72, $ 1,370,118 $ 750,45:
1,774,76. 1,077,52! 1,066,42! 591,89:
26,74. 35,88¢ 15,71¢ 8,58:
16,44¢ 11,26¢ 8,31: 4,49t
$ 505,28¢ $ 311,04¢ $ 279,73 $ 145,48
142,84¢ 80,90 76,44 36,31¢
90,74: 60,44« 68,62¢ 32,88:
(37,569 (22,96/) (8,050 (5,247
(476 (2,446 (2,926 (3,867
10,14: 7,95: — —
2,541 3,567 (8,350) 2,30¢
199,11¢ 13,03« 52,29: 52,29:
$ 97,93¢ $ 170,55: $ 101,69¢ $ 30,79¢
3,06¢ (260,29) 24,91 4,031
$ 94,86¢ $ 430,84 $ 76,78 $ 26,767
131 (28) (5,300 (1,179
$ 94,99¢ $ 430,82( $ 71,48 $ 25,58¢
(49,579 — — —
$ 45,42 $ 430,82( $ 71,48 $ 25,58¢
22.7%% 22.1% 21.(% 19.9%
6.2% 5.€% 5.7% 5.C%
4.C% 4.4% 5.2% 4.5%
$ 382 $ 364 $ 347 $ 36€
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Predecesso
January 1to

July 12,
2011

$ 600,06
13,63¢
6,027

$ 619,73!
474,53
7,13
3,81¢

$ 134,25(
40,12¢
35,74
(2,809)
941

(10,659

$ 70,90:
20,88!
$ 50,02(

(4,127)
$ 45,80

$ 45,89¢
22.%%

6.7%

6.C%
$ 32€
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Key Results
Key financial results as of and for the year enBedember 31, 2013, as compared to the same per@il2, are as follows:

* Net sales orders increased 17.7% from 4,842 hoimesiding 360 homes in unconsolidated joint vengjite 5,697 home
(including 83 homes in unconsolidated joint vensyir®rders in our East segment increased from h0wes to 3,255 homes,
while orders in our West segment increased frorB1l [omes to 1,763 homes. Orders in our Canada segimeluding our share
joint ventures, decreased from 1,104 to 679 ho

* Homes closed increased 56.2% from 4,014 homekiing 232 homes in unconsolidated joint vengjite 6,270 homes (including
441 homes in unconsolidated joint ventures), witlingrease in the average selling price of thosadwoclosed of 5.0% to
$382,000. Homes closed in our East segment inaides® 1,661 homes to 2,913 homes, while home mgssin the West segment
increased from 1,272 homes to 1,803 homes. ClognGanada, including our share of joint ventunesreased from 1,081 homes
to 1,554 homes

¢ Homebuilding revenues increased 65.4%, from $1libmito $2.3 billion.
» Gross margin remained constant at 21.

» Selling, commissions and marketing costs ireeda’6.6% from $80.9 million to $142.8 million, aasla percentage of total
revenues increased slightly from 5.6% to 6.

* General and administrative expenses increa@dd®&from $60.4 million to $90.7 million, and apercentage of total revenues
decreased slightly from 4.2% to 4.0

* In 2013 we incurred a charge of $88.5 millietated to the tax indemnity item, and in connectidgth, the following IPO-related
Reorganization Transactions, we incurred one tihgges of: $80.2 million for the modification oetifMM Holdings Class J
Units, $29.8 million to terminate the managementises agreement and $10.1 million related to eexijnguishment of deb

Year Ended December 31, 2013 Compared to Year Endé&kcember 31, 2012

Average Active Selling Communitie
Year Ended December 31

2013 2012 Change
East 120.7 74.€ 61.6%
West 37.€ 33.2 13.2
Subtotal U.S. 158.: 107.¢ 46.€%
Canade 14.¢ 14.C 5.7
Subtotal North America 173.] 121.¢ 42.1%
Unconsolidated joint venturd?) 4.C 6.8 (42.0
Total 177.] 128.7 37.€%

(1) Represents the average number of total commuiitiedich our joint ventures were actively sellingrithg the period

Average active selling communities increased 37 the year ended December 31, 2012 to the yebeceDecember 31, 2013 with the
largest increase in the East segment, primarilytduke addition of 43 Darling Homes communitiese Wpened new communities and
completed existing communities throughout all of markets during 2013, with the largest numberdafittons in our West Florida, Phoenix
and Houston divisions, where demand and our lasiipns afforded us the opportunity. We open comitresywhen we believe we have the
greatest probability of capitalizing on favorablanket conditions in which the community is located.
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Net Sales Order

Year Ended December 31(1)

(Dollars in thousands ) Net Homes Solc Sales Value Average Selling Price
2013 2012 Change 2013 2012 Change 2013 2012  Change
East 3,258 2,07i 56.7% $1,266,46. $ 692,28 82.9% $38C $33: 16.7%
West 1,76 1,66] 6.1 839,76« 612,42¢ 37.1 47€ 36¢ 29.2
Subtotal U.S. 5,01¢ 3,73¢ 34.2% $2,106,22! $1,304,71! 61.4% $42C $34¢ 20.52%
Canade 59¢ 744 (19.9 265,36° 309,58« (14.9) 44t 41€ 7.C
Subtotal North America 5,61¢ 4,48 25.2% $2,371,59. $1,614,29 46.9% $42z $36C 17.2%
Unconsolidated joint venturd2) 83 36C (76.9) 30,81: 82,84! 62.€ 371 23C 61.1

Total 5,69 4,84: 17.1% $2,402,40. $1,697,14 41.6% $42z $351 20.2%

(M) Net sales orders represent the number and dollae wd new sales contracts executed with custonktigh-rise sales are generally not
recognized until a building is approved for constian. High-rise sales typically do not close ie trear sold. Other sales are recognized
after a contract is signed and the rescission gdtas endec

(@ Includes only proportionate share of unconsolidgéet ventures

The value of net sales orders, including thosengbuasolidated joint ventures, increased by 41.6%2td billion in the year ended

December 31, 2013, from $1.7 billion in the yeadezhDecember 31, 2012. The number of net homesisoldding those of unconsolidated
joint ventures, increased 17.7% to 5,697 homedu@ig 83 homes in unconsolidated joint venturaghe year ended December 31, 2

from 4,842 homes (including 360 in unconsolidatgdtjventures) in the year December 31, 2012. Thesdts were driven by the continued
strong demand in the U.S. spring selling seas@®i8, during which we benefited from higher sellprices as consumers in the market ga
confidence in the values present in the marketplaistorically low interest rates and improved ntaeconomic conditions. The improved
homebuilding market significantly impacted areashsas Phoenix, West Florida and Northern Califoragulting in an increase in the number
of units sold and related revenue for the year émacember 31, 2013 over the prior year companadli®d. The Canada segment experier
a decline of 425 units (including units in jointntares) in net new homes sold in the year ende@mber 31, 2013 when compared to the <
period last year. The decrease is attributablbgddwer availability of saleable product in thgsent in the year ended December 31, 2013
and moderating local economic conditions.

We expect that, to the extent economic and housinglitions improve in the markets in which we operaet homes sold and aggregate sale:

value will increase. Average selling price is degestt to a large degree on product type, which conities are being actively sold and
consumer demand.

Sales Order Cancellatio—Units

Year Ended December 31

Cancelled Sales Order: Cancellation Rate ()

2013 2012 2013 2012
East 53¢ 362 14.1% 14.%
West 30€ 245 14.¢ 12.¢
Subtotal U.S./weighted averag 83¢ 60€ 14.2% 14.(%
Canade 10 19 1.7 2.5
Subtotal North America/weighted average 84¢ 625 13.1% 12.2%
Unconsolidated joint venturd?) 1 6 1.2 1.8
Total/weighted average 85( 631 13.(% 11.5%

(1) Cancellation rate represents the number of cantslites orders divided by gross sales ort
(@ Includes only proportionate share of unconsolidfét ventures
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The number of our sales order cancellations, inotpthose of unconsolidated joint ventures, inoedadue to increases in sales volume, from
631 in the year ended December 31, 2012 to 83@eiiy¢ar ended December 31, 2013. The cancellaterincreased 150 basis points from
11.5% in the year ended December 31, 2012 to 180%he year ended December 31, 2013. This increasedue to a decrease in the
proportion of units ordered in Canada, which tyfhjchas a cancellation rate around 2% as salesactstare under specific performance
conditions, as compared to the U.S. where a buyeemlly has a greater ability to cancel a salesract. Our continued scrutiny of potential
buyers, consumer-friendly lending markets, userefipalification strategies, as well as our incrdaeposit amounts, help us maintain a low
cancellation rate.

Sales Order Backlox

As of December 31

(Dollars in thousands) Sold Homes in Backlo¢® Sales Value Average Selling Price
2013 2012 Change 2013 2012 Change 2013 2012  Change
East 1,54¢ 1,20: 28.5% $ 667,728 $ 474,08( 40.89% $43z $394 9.6%
West 622 662 (6.0 320,02¢ 241,94 32 51t 36t 40.¢
Subtotal U.S. 2,16¢€ 1,86« 16.2% 987,75: 716,03: 37.% $45€ $384 18.7%
Canads 82z 1,33¢  (38.6 259,35 419,600 (38.2) 31€ 317 0.7
Subtotal North America 2,98¢  3,20: (6.7% $1,247,100 $1,135,64 9.8% $417 $35E 17.7%
Unconsolidated joint venture?) 54¢€ 90¢  (39.7) 195,97¢ 313,29: (37.9 35¢ 34t 3.8
Total 3,53¢€ 4,117 (14.0% $1,443,08° $1,448,93 (0.9% $40¢ $35z 15.8%

(1) Sales order backlog represents homes under coftravhich revenue has not yet been recognizeleaénd of the period (including
homes sold but not yet started). Some of the coistia our sales order backlog are subject to ngeticies including mortgage loan
approval and buyers selling their existing homesictvcan result in cancellatior

(@  Reflects our proportionate share of unconsolidfed ventures

Our homes in backlog at December 31, 2013 decrdasé&d.0% from December 31, 2012. This decreasedwasn in part by an increase in
the number of homes closed in 2013 compared to a@tizhe delivery of two joint venture and one vfolwned high-rise building in our
Canada segment. In 2013, we did not launch anytoewrs for sale. The decrease is also a resulnafg as the home delivery cycle has
continued to show efficiencies. The above decreasepartially offset by the acquisition of Darlirigmes in our East segment, which added
units in backlog. Our backlog of 3,536 homes, idoig 548 homes in unconsolidated joint ventures wadued at $1.4 billion as compared to
4,112 homes, including 909 homes in unconsolidatied ventures, at December 31, 2012, valued at Billion.

Home Closings Revenu

Year Ended December 31

(Dollars in thousands) Homes Closec Sales Value®) Average Selling Price
2013 2012 Change 2013 2012 Change 2013 2012  Change
East 2,91: 1,661 75.4% $1,094,57 $ 529,68¢ 106.6% $37€ $31¢ 17.%
West 1,80: 1,272 41.7 763,37 456,51. 67.2 4232 35¢ 18.C
Subtotal U.S. 4,71¢ 2,93¢ 60.6% $1,857,95 $ 986,19¢ 88.4% $394 $33¢ 17.2%
Canade 1,11: 84C¢ 31.1 407,03! 383,25 6.2 36€ 451 (29.0
Subtotal North America 5,82¢ 3,78: 54.1% $2,264,98! $1,369,45; 65.4% $38C $36- 7.3%
Unconsolidated joint ventur2) (3) 441 232 90.1 132,52! 90,79: 46.C 301 391 (23.2)
Total 6,27( 4,01/ 56.2% $2,397,511 $1,460,24. 64.2% $38z $364 5.C%

(1) Home closings revenue represents homes where gassésis transferred to the buy

(@  Reflects our proportionate share of unconsolidfed ventures

() Unconsolidated joint venture revenue is not reggbas revenue but is recognized as a componémtarhe of unconsolidated entities.
Included here on a n-GAAP basis for informational purposes or
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Home closings revenue (including unconsolidatedtjeenture home closings revenue), increased 6&@¥%$1.5 billion in the year ended
December 31, 2012, to $2.4 hillion in the year eéhbBecember 31, 2013. Home closings revenue (exdjudainconsolidated joint ventures)
increased from $1.4 billion in the year ended Ddwen31, 2012 to $2.3 billion in the year ended Daloer 31, 2013. The average selling price
of homes closed (including unconsolidated jointtuess) during the year ended December 31, 20135@82,000, up 5.0% from the $364,000
average selling price in the year ended Decemhe2@I12. Sales backlog converted in our Phoenix dttwuand West Florida markets, as well
as with the Darling Acquisition, surpassed priorigas by significant amounts driving both units asdenue dollars higher. In Canada, the
decrease in average home closings sales priceweat® @ product mix shift into move-up communit@sated in affordable areas of the GTA
during 2013 and a shift in mix from single-famity high-rise units as reflected in the increaséaértumber of homes closed.

Land Closings Revenu

Year Ended December 31

(In thousands) 2013 2012 Change
East $22,72( $28,83" (21.2%
West 5,04( 4,28¢ 17.€
Subtotal U.S. $27,76( $33,12: (16.2)%
Canade 121 11,28t (98.9)
Total $27,88: $44,40¢ (37.29%

Land closings revenue decreased 37.2% to $27.®mit the year ended December 31, 2013, from $ddllibn in the year ended

December 31, 2012. We generally purchase landaadith the intent to build and sell homes on thelowever, in some locations where we
act as a developer, we occasionally purchase katdricludes commercially zoned parcels, which ypéctlly sell to commercial developers.
We also sell residential lots or land parcels toage our land and lot supply on larger tracts wd IBor which we would otherwise not achieve
financial returns that are in line with internapextations based on longer development timelinesnB 2013 we recorded various land sale
our Phoenix, Northern California, Houston, Dallasstin and Canadian markets as part of plannedsdispns relating to development. Land
and lot sales occur at various intervals and vardegrees of profitability. Therefore, the reveand gross margin from land closings fluctuate
from period to period.

Home Closings Gross Margi

The following table sets forth a reconciliationweén our home closings gross margin and our adjusime closings gross margin. Adjusted
gross margins are non-GAAP financial measures (@i based on gross margins, excluding impairmamiscapitalized interest
amortization. Seblon-GAAP Measures — Adjusted gross margfrthis MD&A.

Year Ended

December 31
(In thousands) 2013 2012
Home closings revenue $2,264,98! $1,369,45:
Cost of home closing 1,774,76. 1,077,52!
Home closings gross margil $ 490,22 $ 291,92

Capitalized interest amortizati 50,22« 28,75’

Adjusted home closings gross margi $ 540,44 $ 320,68¢
Home closings gross margin 21.6% 21.%%
Adjusted home closings gross margir 23.% 23.4%

Our home closings gross margin increased in thegmded December 31, 2013 to $490.2 million, fr&81%9 million in the year ended
December 31, 2012. As a percentage of revenudymue closings gross margin increased 30 basisemR1.6% in the year ended
December 31, 2013 from 21.3% in the year ended Mkee 31, 2012. The increase in home closings gnasgin percentage in the year endec
December 31, 2013 was primarily due to a shiftigér
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margin product mix across our U.S. markets, padityin the Northern California, Austin and Phoeniarkets, where our move-up and
luxury homes produced higher margins in the imprgvnarkets. Consumer demand in these areas allooveithued price increases and we
were able to achieve higher margins than in thergear period. Our price increases generally ekceastruction and land price increases in
our markets to date. Our Canada home closings gnasgin decreased in 2013 as we benefited in 22 higher average selling prices and
higher margin communities closed in 2012.

Adjusted home closings gross margin increased %680 $540.4 million in the year ended December2®13, from $320.7 million in the
year ended December 31, 2012, and as a percerftagee closings revenue increased by 50 basisqdmn®3.9%. The increase in adjus
home closings gross margin percentage was primaduiyto our increased margins in the aforementionadkets.

Segment Gross Margin

East Segment

The following table sets forth a reconciliationweén our East segment gross margins (home closdamgsclosings and home and land
closings) and our corresponding East segment adjugbss margins. S&é®n-GAAP Measures — Adjusted gross margfrthis MD&A.

Year Ended
December 31

(In thousands) 2013 2012
Home Closings
Home closings revent $1,094,57 $529,68t¢
Cost of home closinc 867,05: 421,20«
Home closings gross margin $ 227,52 $108,48:

Capitalized interest amortizatic 15,31( 9,40¢
Adjusted home closings gross margi $ 242,83 $117,89:
Home closings gross margin 20.8% 20.5%
Adjusted home closings gross margir 22.2% 22.%%
Land Closings
Land closings revent $ 22,72 $ 28,831
Cost of land closing 22 ,54¢ 25,89¢
Land gross margin $ 171 $ 2,942
Capitalized interest amortizatic 631 1,497
Land adjusted gross margin $ 802 $ 4,43¢
Land gross margin ¢ 0.8% 10.2%
Land adjusted gross margin 3.5% 15.4%
Home and Land Closings
Home and land closings reven $1,117,29i $558,52:
Cost of home and land closin 889,60: 447,09¢
Gross margin $ 227,69t $111,42:
Capitalized interest amortizatic 15,94: 10,90¢
Adjusted gross margin $ 243,63 $122,33(
Gross margin ¢ 20.2% 19.9%
Adjusted gross margin ¢ 21.8% 21.%%

49



Table of Contents

For the year ended December 31, 2013, the acquigifiDarling Homes and its integration into ouergions accounted for a significant
portion of the increases in our East segment hdosngs revenue, home closings gross margin andstsd] home closings gross margin.
During the year ended December 31, 2013, homengesevenue in the East segment was $1.1 billimmaease of 106.6% compared to the
year ended December 31, 2012. The increase waandoi an increase in home closings of 75.4% to2tfines, compared to 1,661 home
the prior year. The continued improvement throughioe East segment markets, as well as favoralsteehmuyer demand for communities
opened in prior periods also contributed to closegenue increases. The number of average actiiirggssommunities in the East segment
increased 61.8% to 121 communities in the year@imdeember 31, 2013 from 75 communities in therpréar. Net homes sold increased by
56.7% to 3,255 homes, compared to 2,077 homesipribr period, driving sales order value highei82y9% to $1.3 billion compared to
$692.3 million for the year ended December 31, 2@H2es order cancellation rates in the East segdestined to 14.1% in the year ended
December 31, 2013, compared to 14.9% in the pear.yThe East segment also had an average moathb/gace of 2.2 homes per commt

in the year ended December 31, 2013, which is sterdi with the year ended December 31, 2012. Aechagne closings sales price in the |
segment increased 17.8% to $376,000, from $319r00® prior year from a combination of price agpation and product mix. The average
sales order price also increased by $56,000, G84&s management in this segment diligently look&tluce customer incentives and other
promotions, and increases sales prices as markditioms allow. Backlog sales value in the Eashseit increased 40.8% in the year ended
December 31, 2013 over the prior year due to a%8isrease in backlog units and a 9.6% increasiedmverage sales price of backlog hoi
The increase in backlog units is due primarilyhte addition of Darling in December 2012. Over#&le improvement in East segment home
closings revenue, sales prices and sales paceshagloe primarily to our well-located land positipan increase in active selling communities
and our consumer-driven offerings.

During the year ended December 31, 2013, homengegjross margin for the East segment was 20.8%0 Ugasis points from 20.5% for the
year ended December 31, 2012. East segment adjusteel closings gross margin was 22.2% in the yedea December 31, 2013 consisi
with 22.3% for the same period in 2012. We recongi@ethase accounting adjustments on the assetgeatdguthe Darling Acquisition that
reduced home closings gross margin percentageliereguarters that were offset eventually by sa@lese increases. Our Austin and North
Florida divisions recorded the largest increasdwime closings gross margin percentage, but abidivs recorded some levels of increase.
recovery and improved stabilization of the Westrigl® market, which has recently tended to gendoater home closings margins, began
when sustained consumer demand returned in the damg Ft. Myers areas of Florida, and we were @blieverage land with a low cost basis
and produce homes at a higher price point thahdrptior year. The Austin and Houston markets impdofrom the prior year, as we were able
to increase prices on our move-up offerings andhtaai stable land and construction costs. To thengsthat the overall U.S. economic
recovery and, in particular, the housing marketvecy in our East segment markets continues, weahthat our margin performance will
continue to be favorable.
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West Segment

The following table sets forth a reconciliationweén our West segment gross margins (home clodags closings and home and land
closings) and our corresponding West segment atjugbss margins. S&n-GAAP Measures — Adjusted gross margfrthis MD&A.

Year Ended
December 31

(In thousands) 2013 2012
Home Closings
Home closings revent $763,37. $456,51:
Cost of home closinc 590,40: 374,77!
Home closings gross margin $172,97: $ 81,731

Capitalized interest amortizatic 18,831 9,474
Adjusted home closings gross margi $191,80¢ $ 91,217
Home closings gross margin 22.1% 17.%
Adjusted home closings gross margir 25.1% 20.(%
Land Closings
Land closings revent $ 5,04( $ 4,28¢
Cost of land closing 3,76¢ 1,401
Land gross margin $ 1,27¢ $ 2,88t
Capitalized interes 11% 32
Land adjusted gross margin $ 1,38¢ $ 291
Land gross margin ¢ 25.2% 67.2%
Land adjusted gross margin 27.€% 68.1%
Home and Land Closings
Home and land closings reven $768,41: $460,79¢
Cost of home and land closin 594,16° 376,17¢
Gross margin $174,24! $ 84,62:
Capitalized interes 18,95: 9,50¢
Adjusted gross margin $193,19° $ 94,12¢
Gross margin ¢ 22.1% 18.4%
Adjusted gross margin ¢ 25.1% 20.4%

Home closing revenue in the West segment increlag&306.9 million in the year ended December 31.32€bmpared to the prior year. The
67.2% increase in home closing revenue was due 18#®% increase in average home closing sellifg and a 41.7% increase in the nun
of homes closed. The West segment closed 1,803$hontke year ended December 31, 2013 compare@1@ in the prior year. The number
of average active selling communities in the Wegnsent increased 13.3% in the year ended Decemb@033 when compared to the prior
year. We sold 1,763 homes in the West segmeneigear ended December 31, 2013, which represéhidaincrease compared to the s¢
period last year. The availability of product amdihg of releases within communities provided shleanventory that was well-received by
consumers. Net sales order value increased to @&4ilion from $612.4 million or 37.1%, in the yeanded December 31, 2013 compared to
the prior year. The average sales per communityrath for the years ending December 31, 2013 84@ 2vere 3.9 and 4.2, respectively.
The average home closing selling price increase@?48to $423,000 in the year ended December 313 26fpared to $359,000 in the prior
year. Overall, during the year ended December @13 2revenues improved in the West segment compartneg same period in 2012 prima
due to housing market recoveries and advancegiRhloenix and Northern California divisions. Wetomre to see strong demand in these
markets and are systematically releasing prodtettive marketplace to capture and maintain inceeaperating margins, as evidenced by the
40.8% year-over-year increase in average sales pfiour backlog homes. Backlog units in the Weghsent have decreased 6% from the
prior year, although total backlog sales valueihaeased 32.3% due to the average sales pricesisemoted above.
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During the year ended December 31, 2013, homengegjross margin for the West segment was 22.7%pup17.9% for the year ended
December 31, 2012. Adjusted home closings grosgimar the West segment increased by 510 basigpirthe year ended December 31,
2013, compared to the year ended December 31, Zb&2increase in home closings gross margin angstetj home closings gross margin
was primarily due to our ability to control our @ruction costs, while increasing our average hologing selling price by 18.0% in 2013
compared to 2012. All divisions increased grossgimgpercentage during the period. The Northernf@ailia and Phoenix divisions
experienced the highest percentage of price inesedigring the year and also were able to contaistogction costs as the volume of
construction within our communities in those maskatowed us to effectively manage cost pressunesastruction materials and labor. If the
recovery in our West segment markets continuesxpect that our margin performance will continuéédfavorable. We believe that the
backlog margins and magnitude in the West segmeitate that the recovery in that segment has becoore well-established.

Canadian Segment

The following table sets forth a reconciliationweén our Canada gross margins (home closings clasthgs and home and land closings)
our corresponding Canada adjusted gross margiedN@eGAAP Measures — Adjusted gross margfrithis MD&A.

Year Ended
December 31

(In thousands) 2013 2012
Home Closings
Home closings revent $407,03! $383,25¢
Cost of home closinc 317,30 281,54¢
Home closings gross margil $ 89,72¢ $101,70¢

Capitalized interest amortizatic 16,07 9,874
Adjusted home closings gross margi $105,80! $111,58:
Home closings gross margin 22.(% 26.5%
Adjusted home closings gross margir 26.(% 29.1%
Land Closings
Land closings revent $ 121 $ 11,28t
Cost of land closing 42€ 8,58¢
Land gross margin $ (309 $ 2,697
Capitalized interes — 30
Land adjusted gross margin $ (309 $ 2,727
Land gross margin ¢ (252.1% 23.%%
Land adjusted gross margin (252.9)% 24.2%
Home and Land Closings
Home and land closings reven $407,15¢ $394,53¢
Cost of home and land closin 317,73 290,13«
Gross margin $ 89,42¢ $104,40"
Capitalized interes 16,07 9,90
Adjusted gross margin $105,50( $114,30¢
Gross margin ¢ 22.(% 26.5%
Adjusted gross margin ¢ 25.9% 29.(%

Canada segment home closings revenue for the pdadeDecember 31, 2013 increased by 6.2% to $40ifion, compared to $383.3 millic
for the year ended December 31, 2012. The numbleormoE closing units in the year ended Decembe2@13 increased by 31.1% compare
the year ended December 31, 2012. Canada segmentes and number of closings were affected btirtiag of high-rise closings. In the
year ended December 31, 2012, we began closingporieszenture tower, Nautilus, which had 382 of38&9 units close in the peria
accounting for more than
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$8.1 million in joint venture income, while in 2018e recognized $27.0 million of joint venture imoe on 862 of 879 units from closings at
our joint venture high-rise buildings Couture antt&re. Income from joint venture closings is in@ddas a component of equity in income of
unconsolidated entities and not included in homdimg revenue. During the year ended December @13 2ve closed 422 of 423 units in our
wholly owned tower Ultra, which produced $104.3lioil of revenue. The average home closings salee pras 19.0% lower for the year
ended December 31, 2013 when compared to the saroeg fast year. This decrease was due to a pradixcshift into move-up communities
located in affordable areas of the GTA during 2848 a shift in mix between single-family and higgerunits. The Canada segment
experienced a decline of 148 units in net new hoso&sin the year ended December 31, 2013 when amdpo the same period last year,
which is attributable to the timing of high-risdesalaunches, the close-out of some historicalijhér volume communities and new product
availability. The decline in home sales from a tenagl sales pace and a product mix change havetndatt to the reduced aggregate sales
values during 2013. Our total sales value in ther y&ded December 31, 2013 was $265.4 million coaapi $309.6 million in the prior year
period. Average sales price increased by $29,000086, and average sales value declined 14.3% wbraparing the year ended

December 31, 2013 to the year ended December 32, 2bie average sales per community per month 8:drand 4.4 for the years ended
December 31, 2013 and 2012, respectively. We bel&13 represents a normalized pace in the segiventontinue to implement our mar
over volume approach to selling in our communities.

Home closings gross margin for the year ended Dbeefil, 2013 for the Canada segment was 22.0%, ar@ahpo 26.5% for the year ended
December 31, 2012. The adjusted home closings grasgin for the Canada segment was 310 basis doinés in 2013, when compared to
2012. The decreases in home closings gross mandiadjusted home closings gross margin were daestift in product sales, as more wh
owned multi-family units closed during 2013, wheréagacy single family products with favorable doasis closed out during 2012. Currently
we anticipate, in light of slowing job growth in @mnio relative to the recent past, ongoing gloltan®mic uncertainty and increasing units
under construction, that growth in the Ontario egsnarket will moderate in the near term and metarpaces and prices that more closely
resemble the long-term historical averages.

Mortgage Operation:

Our Mortgage Operations segment, which provideggage lending through TMHF and title services tigtomarious joint ventures in our
Florida markets, is highly dependent on our satescosings volumes.

Year Ended

December 31
(In thousands) 2013 2012
Mortgage operations revenue $30,37: $21,86:
Mortgage operations expen 16,44¢ 11,26¢
Mortgage operations gross margin $13,92¢ $10,59¢
Impairments — —
Adjusted mortgage operations gross margit $13,92¢ $10,59¢
Mortgage operations margin 45.8% 48.5%
Adjusted mortgage operations margir 45.8% 48.5%

Our Mortgage Operations segment’s revenue increfased$21.9 million in the year ended DecemberZ11,2 to $30.4 million in the year
ended December 31, 2013, due primarily to increaf®ings volume and average loan amounts. Thedserin gross margin was due
primarily to increases in mortgage underwritingtsakiven by increased staffing for complianceiatives as well as increased costs to
integrate Darling. Our capture rate of 78% was dslightly from the prior period as we transitionma Darling Homes operations from the
legacy provider to TMHF.

Sales, Commissions and Other Marketing Co

For the year ended December 31, 2013 and 2013, salemmissions, and other marketing costs suchastising and sales office expenses
were $142.8 million and $80.9 million, respectivelhich is a 76.6% increase year over year. Thiseigse reflects a 54.1% increase in home
closed (excluding joint ventures) as well as amgase in average selling price. Our U.S. segmentstb have higher per-unit commissions, s
our mix of commissions paid moved in
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tandem with our U.S. operations, where we close8%0dnore homes in the year ended December 31, @0t8mpared to the same period in
2012. Additionally, our Canadian high-rise closimgsar the cost of a real estate broker commisstdtevthe single family Canadian closings
generally do not have these commissions. As a ptxge of home sales revenue, sales commissionsthedmarketing costs increased to
6.3% from 5.9% for the year ended December 31, 2032012 respectively. An increase in externalra@sions paid and a higher selling
cost structure at Darling, added to the increase geer year as consumers leveraged outside profieds more prominently than in the prior
period.

General and Administrative Expenses

For the year ended December 31, 2013, generaldmthistrative expenses were $90.7 million as comgan $60.4 million in the same period
in 2012, which represents a 50.1% increase. Gearthadministrative expenses were 3.9% as a pageof total revenue in the year ended
December 31, 2013, compared to 4.2% in the samedpi@r2012 due to our diligent cost containmerdtsigy as we pursue synergies within
the business relating to our recent acquisition. W&ee also able to leverage our existing infrastmegcwhile increasing closings by 54.1%. We
recorded $2.9 million of expense for the optiond eestricted stock units granted in connection with IPO and grants under our equity
compensation plan during the remainder of the yEagre are no comparable amounts in the correspgmtior period. In 2012, we recorde:
discrete reversal of legal accruals related tosarkble legal settlement of $9.1 million. Excludithg legal reversal in 2012, general and
administrative expenses were 5.7% of total revenue.

Equity in Income of Unconsolidated Entitie

Equity in income of unconsolidated entities was.$37illion for the year ended December 31, 2013 marad to $23.0 million for the year
ended December 31, 2012. Our joint venture incoomees largely from the Nautilus, Encore and Couhigé-rises and single family projects
in our Canada segment. During the comparative gefige experienced similar margins but recognize@@nore closings in 2013 with a
larger proportion of these closings in high riséddings, which generally have lower margins tham low rise product.

Interest (Income) Expense, ni

Interest expense represents interest incurredydiwtapitalized, on our long-term debt and otherdwings. Purchase accounting from the
Acquisition eliminated the accumulated capitaliz&drest on the balance sheet as of the Acquisitaia. Interest (income) expense, net for th
years ending December 31, 2013 and 2012, was $0i6mof income and $2.4 million of income, resgigely.

Loss on Extinguishment of Det

During 2012, we prepaid $350.0 million of the Spamisoan with proceeds from the 2020 Senior Noteses in April 2012. The remaining
$150.0 million of the Sponsor Loan was exchange@ ity interests. The amount of the Sponsor Ltbahwas retired had been borrowed
discount of 2.5% and consequently, the $7.9 milbbnnamortized portion of the discount was writtéhduring 2012 to expense.

On April 12, 2013, we used $204.2 million of the peceeds of the IPO, which were contributed ®Blond Co-Issuers, to redeem $189.6
million aggregate principal amount of 2020 Senioté$ (at a purchase price equal to 103.875% af inigicipal amount, plus accrued and
unpaid interest of $7.3 million through the dateefemption). We wrote off $4.6 million of unamagd issuance costs, expensed $1.8 millior
of original issue premium and incurred a call premiof $7.3 million related to the redemption. Thessts are included in the $10.1 million
loss on extinguishment of debt in the accompangingsolidated and Combined Statements of Operatioribe year ended December 31,
2013.

Other Expense (Income), net

Other expense (income), net for the year ended bleee31, 2013 was $2.5 million of expense comptrekB.6 million of expense in the year
ended December 31, 2012. This expense is relatembtioball community expense, pre-acquisition costsinpursued land projects and captive
insurance claims costs.
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Indemnification and Transaction Expens

The Predecessor Parent Company has indemnified Hdiings for specific uncertain tax positions eixigtas of the date of the Acquisition.
An indemnification receivable of $129.7 million waeorded at the time of the Acquisition. The indémation receivable also includes a
periodic increase for accrued interest, penaltied,additional identified tax issues covered byitidemnity, offset by periodic decreases as
uncertain tax matters and related tax obligatioegesolved. The receivable due from the Predec®&ment Company for the indemnification
was valued at the same amount as the estimatechétax liability. During the year ended DecemberZ113 and 2012, $88.5 million and
$12.3 million of the indemnification receivable wastten off due to successful settlement of tagions that were subject to the Predecesso
Parent Company indemnification. The uncertain t@sitipon was reversed simultaneously in our tax ygiown during each period.

During the year ended December 31, 2013, we atsariad $29.8 million of expense related to the teation of the management services
agreements between us and the Principal Equitylokltepart of the Reorganization Transactions. #atdilly, we incurred $80.2 million of
non-cash stock compensation expense for the matidit of the TMM Holdings Class J Units which wesechanged for units in the TPG and
Oaktree Holding Vehicles. The change was relatebdgdermination of the JHI Services Agreement. IBaa 1 — Business — Recent
Development— Reorganization Transaction$ this Annual Report.

Income Tax Provisior

Our effective tax rate for the year ended Decer3tie2013 and 2012 was composed of the statutorsatas in the U.S. and Canada and was
affected primarily by state income taxes, the redmn of previously unrecognized tax benefits, #s¢ablishment of uncertain tax positions,
and interest relating to uncertain tax positionsaddition, the IPO and Reorganization Transact&es resulted in an increase to our effective
tax rate for the year ended December 31, 2013aluertain non-deductible charges related to maatific of the Class J Units of TMM
Holdings and incremental U.S. tax as a result ofstuucture after the IPO.

During the year ended December 31, 2013, we aatepsettiement offer related to Taylor Woodrow Hiodg (USA) Inc. for the 2008 and
2009 tax years. As a result, $102.0 million of previously unrecognized indemnified tax positionduding interest and penalties were
recognized during the year ended December 31, 2013.

As of December 31, 2013, our cumulative gross wgeized tax benefits were $2.1 million in the Ua8d $7.9 million in Canada and all
unrecognized tax benefits, if recognized, wouleeifthe effective tax rate. As of December 31, 2@L2 cumulative gross unrecognized tax
benefits were $85.7 million in the U.S. and $9.8iam in Canada. These amounts are included infmetaxes payable in the accompanying
Consolidated and Combined Balance Sheets at Deece8th2013 and December 31, 2012. None of the ogrézed tax benefits are expected
to reverse in the next 12 months.

For further information, seldote 11 — Income Taxasthe Notes to the Consolidated and Combined FiahStatements in Item 8 of this
Annual Report.

55



Table of Contents

Year Ended December 31, 2012 Compared to Year Endé&kcember 31, 2011

Data for the year ended December 31, 2011 repretanfrithmetic sum of predecessor and TMHC resufile data for the year ended
December 31, 2012 represent TMHC results, exceptavhoted.

Average Active Selling Communitie

Year Ended December 31

2012 2011 Change
East 74.€ 82.€ (9.7)%
West 33.2 37.€ (11.7)
Subtotal U.S. 107.¢ 120.2 (3.1)%
Canade 14.C 14.4 (3.2
Subtotal North America 121.¢ 134.¢ (9.5%
Unconsolidated joint venturdl) 6.€ 5.2 30.t
Total 128.7 139.¢ (8.0%

(1) Represents the average number of total commuiitiedich our joint ventures were actively sellingrihg the period

Average active selling communities declined 8.0&trfthe year ended December 31, 2011 to the yeaddddcember 31, 2012 with the
largest decrease in the West segment, primarilytaltiee close out of some vintage selling commasituring the ordinary course of business
and the timing of new community openings comingiarket. We opened new communities throughout adiunfmarkets during 2013, mostly
in our West Florida, Phoenix and Houston divisiamsere demand and our land positions afforded @®gportunity. We recognized home
closings in 2013 from the communities we openedduthat period.

Net Sales Order

Year Ended December 31(%)

(Dollars in thousands ) Net Homes Solc Sales Value Average Selling Price
2012 2011 Change 2012 2011 Change 2012 2011  Change
East 2,077 1,617 28.8 $ 692,28 $ 498,44! 38.9% $33% $30¢ 8.1%
West 1,661 947 75.4 612,42¢ 320,90° 90.¢ 36¢ 33¢ 8.8
Subtotal U.S. 3,73¢ 2,564 45.€% $1,304,71 $ 819,35: 59.2% $34¢ $32C 9.1%
Canads 744 1,42( (47.€) 309,58 512,03 (39.5 41€ 361 15.4
Subtotal North America 4,482 3,98/ 12.5% $1,614,29° $1,331,38! 21.2% $36C $334 7.8%
Unconsolidated joint venturd2) 36C 145 147.¢ 82,84! 32,87¢  152.( 23C 227 1.€
Total 484: 4,12¢ 17.2% $1,697,14. $1,364,26! 24.2% $351 $33C 6.1%

() Net sales orders represent the number and dollae wd new sales contracts executed with custonktigh-rise sales are generally not
recognized until a building is approved for constian. High-rise sales typically do not close ie fear sold. Other sales are recognized
after a contract is signed and the rescission gdtas endec

(@ Includes only proportionate share of unconsolidftét ventures

The value of net sales orders, including thosengbuasolidated joint ventures, increased by 24.4%i1t697 billion (4,842 homes) in the year
ended December 31, 2012, from $1.364 billion (4,4@3es) in the year ended December 31, 2011. Timbewof net sales orders, including
those of unconsolidated joint ventures, increased% in the year ended December 31, 2012 comparérbtyear ended December 31, 2011.
These results were impacted by the strong dematieiapring and summer selling seasons in 201tglurhich we benefited from higher
selling prices as consumers in the market gainafidence in the values present in the marketpl@be.improved market in the U.S. in
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areas such as Phoenix, West Florida and Northelifofdéa resulted in an increase in the numbermfaisold and related revenue for the year
ended December 31, 2012 over the prior year. Thad@asegment experienced a decline of 676 unitstinew homes sold in the year ended
December 31, 2012 when compared to the same per@iL1, which is attributable to the lower numb&wholly owned open communities
the segment in the year ended December 31, 20tiZyraduct mix.

Sales Order Cancellation— Units

Year Ended December 31

Cancelled Sales Order: Cancellation Rate®

2012 2011 2012 2011
East 368 31¢ 14.% 16.5%
West 242 194 12.¢ 17.C
Subtotal U.S/weighted averag: 60€ 513 14.C% 16.7%
Canads 19 12 2. 0.8
Subtotal North America/weighted average 625 52t 12.2% 11.€%
Unconsolidated joint venturd?) 6 2 1.€ 14
Total/weighted average 631 527 11.5% 11.5%

() Cancellation rate represents the number of cantslies orders divided by gross sales ort
(@ Includes only proportionate share of unconsolidfét ventures

Our annual sales order cancellations, includingehaf unconsolidated joint ventures, increasedtadurgcreases in sales volume, from 527 in

the year ended December 31, 2011 to 631 in thegreded December 31, 2012. The cancellation rateased slightly from 11.3% in 2011 to
12.0% for 2012. Our continued scrutiny of poteritiayers and use of prequalification strategiessetpmaintain a low cancellation rate.

Sales Order Backlox

As of December 31

(Dollars in thousands) Sold Homes in Backlo¢® Sales Value Average Selling Price
2012 2011 Change 2012 2011 Change 2012 2011  Change
East 1,20z 467 157.2% $ 474,08t $170,08! 178.1% $394 $364 8.2%
West 662 27% 142t 241,94 89,30¢ 170.¢ 36& 327 11.7
Subtotal U.S. 1,86¢ 74C 151.% $ 716,03 $259,39: 176.(% $384 $351 9.4%
Canads 1,33¢ 1,44« (7.3 419,60° 473,67! (11.9 31: 32¢ (4.5
Subtotal North America 3,20 2,18¢ 46.71% $1,135,641 $733,06t 54.%% $355 $33€ 5.6%
Unconsolidated joint venturd?) 90¢ 781 16.¢ 313,29:  249,45¢ 25.€ 348 31¢ 7.8
Total 4,11z  2,96¢ 38.7% $1,448,93. $982,52: 47.5% $35z $331 6.2%

(1) Sales order backlog represents homes under coftravhich revenue has not yet been recognizekeaend of the period. Some of the
contracts in our sales order backlog are subjecomdingencies including mortgage loan approvallaungkers selling their existing homes,
which can result in cancellatior

(@ Reflects our proportionate share of unconsolidgiegd ventures

Our homes in backlog at December 31, 2012 increbg&8.7% from December 31, 2011. This increasecaased in part by increased
consumer demand and the market recovery in the BsSvidenced by increased sales in 2012. Outldgok 4,112 homes was valued at
$1.449 billion as compared to 2,965 homes at Deeerdb, 2011 valued at $982.5 million. Backlog irmsed as the business continued to
recognize improved sales performance in most otoormunities and relieved pent-up consumer demasdrne of our markets, which have
also experienced price appreciation.
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Home Closings Revenu

Year Ended December 31

(Dollars in thousands)® Homes Closec Sales Value® Average Selling Price
2012 2011 Change 2012 2011 Change 2012 2011  Change
East 1,661 1,46( 13.¢% $ 529,68t $ 417,18 27.% $31¢ $28¢ 11.6%
West 1,272 867 46.7 456,51: 294 ,81( 54.¢ 35¢ 34C 5.5
Subtotal U.S. 2,93: 2,32 26.(% $ 986,19¢ $ 711,99: 38.5% $33€ $30¢ 9.8%
Canade 84¢ 1,63¢ (44.%) 383,25¢ 619,29: (38.7) 451 40z 12.1
Subtotal North America 3,78. 3,86¢ (2.)% $1,369,45 $1,331,28! 2% $36z $344 5.1%
Unconsolidated joint venturd2) (3) 232 55  321.t 90,79: 28,74(  215.¢ 391  52¢ (25.7)
Total 4,014 3,92( 2.4% $1,460,24. $1,360,02! 7.4% $364 $347 4.%%

(M Home closings revenue represents homes where gasséas transferred to the buy

(@  Reflects our proportionate share of unconsoliifgant ventures. In 2011 we closed two wholly ogregh-rise buildings, while in 2012
only a portion of a single joint venture h-rise building contributed to closing

®  Unconsolidated joint venture revenue is not rigmbas revenue but is recognized as a componémtarhe of unconsolidated entities.
Included here on a n-GAAP basis for informational purposes or

Home closings revenue, including unconsolidatedtjeénture home closings revenue, increased 7.4f% $1.360 billion in the year ended
December 31, 2011, to $1.460 billion in the yeateghDecember 31, 2012. Home closings revenue isedeflaom $1.331 billion in the year
ended December 31, 2011 to $1.369 billion in ther yeded December 31, 2012. The average selling pfihomes closed (including
unconsolidated joint ventures) during the year dridecember 31, 2012 was $364,000 up 4.9% from 34& $00 average in the year ended
December 31, 2011. Canada revenues were negaitivelicted in 2012 due to the timing and nature ghtrise closings. In 2011, we closed
two wholly owned joint venture high-rise buildingshich accounted for more than $93 million in rewermn 469 closed units, compared to
2012, when we only recognized $2.4 million of rewmerfrom the sale of two wholly owned high-rise arahd had only one joint venture high-
rise building close, which revenue was recorded asmponent of income of unconsolidated entitiesreot included in homebuilding revenue.
In addition, some markets in which we operate erpeed a robust recovery. In particular, the Phoand West Florida markets experience
recovery although their product mix recognizedhia period remained at a lower price point thanawarall average sales price. Also, during
2012, we closed out of vintage communities withhleigmargins in our West and East segments. Theseeh in our geographic and product
mix resulted in lower home closings revenue as aglower home closings gross margins in 2012, esetpto 2011. The lower home closi
revenue and gross margins we recognized in 20t@rapared to 2011 resulted from a higher portiosadés attributable to deliveries in
markets such as Phoenix and West Florida, wherawbege sales price and specification levels ohomes generally resulted in lower dollar
margins than in other markets in which we operate.

Land Closings Revenu

Year Ended December 31,

(In thousands) 2012 2011 Change
East $28,83" $22,53: 28.(%
West 4,28¢ 1,76 142.¢
Subtotal U.S. $33,12¢ $24,29¢ 36.2%
Canade 11,28t — N/A
Total $44,40¢ $24,29¢ 82.&%

Land closings revenue increased 82.8% to $44.4omiih the year ended December 31, 2012, from $24li®n in the year ended
December 31, 2011. We generally purchase landatadvith the intent to build and sell homes on them
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Nevertheless, in some locations where we act @velaper, we occasionally purchase land that iregumbmmercially zoned parcels, which
typically sell to commercial developers, and weasll residential lots or land parcels to manageland and lot supply. Land and lot sales
occur at various intervals and varying degreegafitability. Therefore, the revenue and gross nrafgom land closings fluctuate from period
to period.

Home Closings Gross Margi

The following table sets forth a reconciliationweén our home closings gross margin and our adjusime closings gross margin. Adjusted
gross margins are non-GAAP financial measures (@b based on gross margins, excluding impairmamiscapitalized interest
amortization. Seblon-GAAP Measures — Adjusted gross margfrthis MD&A.

Combined
(Predecessol
TMHC TMHC) TMHC Predecesso
Year Year
Ended Ended July 13 to January 1 tc
December 31 December 31 December 31
July 12,
(In thousands) 2012 2011 2011 2011
Home closings revenue $1,369,45! $1,331,28! $ 731,21¢ $ 600,06
Cost of home closinc 1,077,52! 1,066,42! 591,89: 474,53
Home closings gross margin $ 291,92 $ 264,86( $ 139,32 $ 125,53!
Capitalized interest amortizatic 28,75, 28,49¢ 9,531 18,96"
Adjusted home closings gross margi $ 320,68 $ 293,35¢ $ 148,85t $ 144,50
Home closings gross margin 21.2% 19.9% 19.1% 20.9%
Adjusted home closings gross margir 23.4% 22.(% 20.4% 24.1%

Our home closings gross margin increased in thegmded December 31, 2012 to $291.9 million, fr&6459 million in the year ended
December 31, 2011. The earned housing profit rézedrin connection with the Acquisition impactedl2®y $6.9 million of margin that
would have been contributed to 2012, compared 8&1$@iillion for the 2011 period. Earned housingfiprepresents the fair value adjustment
to work in process for inventory in constructiortteg time of the Acquisition. As a percentage efreue, our home closings gross margin
increased 140 basis points, to 21.3% in the yede@December 31, 2012 from 19.9% in the year eBdmgmber 31, 2011. The increase in
home closings gross margin in the year ended DeeeB1h 2012 was primarily due to a shift to highmargin product mix across our markets,
but particularly in the Northern California, Phaeand Houston markets, where our move-up homesapsatihigher margins in the improving
markets. Consumer demand in these areas, as weltagain other markets in which we operate vedid price increases and we were able to
achieve higher margins than in the prior year pkrio

Adjusted home closings gross margin increased 3% 30 $320.7 million in the year ended December2®812, from $293.4 million in the ye
ended December 31, 2011, and as a percentage &f tlorings revenue increased 140 basis point8.4%2 The increase in adjusted home
closings gross margin was primarily due to ouréased margins in Canada, where we recognized eas&from product mix, and to a lessel
extent our West segment’s Phoenix and Northerrf@ala divisions. We generally recognized lower gias in our Phoenix division due to
lower consumer price points and specification Isaalsociated with our Phoenix product mix.
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Segment Gross Margin
East Segment

The following table sets forth a reconciliationweén our East segment gross margins (home closamgsclosings and home and land
closings) and our corresponding East segment adjusbss margins. S&é®n-GAAP Measures — Adjusted gross margfrthis MD&A.

Combined
(Predecessol

TMHC TMHC) TMHC Predecesso

Year Year

Ended Ended July 13 to January 1 tc

December 31 December 31 December 31
July 12,
(In thousands) 2012 2011 2011 2011
Home Closings
Home closings revent $ 529,68t $ 417,18. $ 237,65 $ 179,52
Cost of home closing 421,20« 334,52: 190,48t 144,03
Home closings gross margin $ 108,48. $ 82,65¢ $ 47,16¢ $ 35,49:
Capitalized interest amortizatis 9,40¢ 9,831 2,51¢ 7,32

Adjusted home closings gross margi $ 117,89: $  92,49¢ $ 49,68: $ 42,81«
Home closings gross margin 20.5% 19.8% 19.8% 19.8%
Adjusted home closings gross margir 22.%% 22.2% 20.% 23.8%
Land Closings
Land closings revent $ 28,83 $ 22,53 $ 9,21: $ 13,31¢
Cost of land closing 25,89¢ 13,82 7,201 6,61¢
Land gross margin $ 2,94C $ 8,70¢ $ 2,00¢ $ 6,708
Capitalized interest amortizatic 1,497 1,00¢ 583 421
Land adjusted gross margin $  4,43¢ $ 9,717 $ 2,58¢ $  7,12¢
Land gross margin ¢ 10.2% 38.6% 21.&8% 50.2%
Land adjusted gross margin 15.4% 43.1% 28.1% 53.5%
Home and Land Closings
Home and land closings reven $ 558,52 $ 439,71 $ 246,86t $ 192,84
Cost of home and land closin 447,09¢ 348,34t 197,69: 150,65:
Gross margin $ 111,42 $ 91,367 $ 49,17 $ 42,19¢
Capitalized interest amortizatic 10,90¢ 10,84 3,091 7,744
Adjusted gross margin $ 122,33( $ 102,20t $ 52,27( $  49,93¢
Gross margin ¢ 19.9% 20.&% 19.% 21.%
Adjusted gross margin ¢ 21.%% 23.2% 21.2% 25.%%

For the year ended December 31, 2012, home closévgsiue in the East segment increased by 27.0%amemh to the year ended

December 31, 2011, driven by an increase in howsng units of 13.8% to 1,661 units, compared 46Q ,units in the same period of 2011.
Average home closings sales price in the East segimereased to $319,000, from $286,000 a yeareeaNet homes sold increased by 28.4%
to 2,077 units, compared to 1,617 units a year digeing sales order value higher by 38.9% to $898illion compared to $498.4 million for
the year ended December 31, 2011 with an averdge gdce increasing by $25,000, or 8.1%. The nurobaverage active selling
communities in the East segment was 9.7% lowefkP2han in 2011 as the segment was able to clasef several legacy communities as
market conditions improved. The East segment adsbam increase in the average monthly sales pa&8 tromes per community in 2012,
from 1.6 homes per community in 2011. Sales ordacellation rates were 14.9% and 16.5% in the &shent for the years ended
December 31, 2012 and 2011, respectively. Ovehadlimprovement in East segment home closings teyjesales prices and sales pace was
due primarily to our well-located land positionglasur consumer-driven offerings. Continued stapititthe Houston and Austin, Texas
markets and a positive recovery in the Florida ratrkhat bolstered our backlog.
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During the year ended December 31, 2012, homengegjross margin for the East segment was 20.5tpaced to 19.8% for the year ended
December 31, 2011. East segment adjusted homagtogross margin was 22.3% in 2012 compared t&22P 2011. The recovery and
improved stabilization of the West Florida marketjch generally tended to generate lower marginkiwihe East segment, began when
consumer demand returned and we were able to [gedsad with a low cost basis and produce homashaher price point than in the prior
year. The Houston market improved from the pria@aryas we were able to increase prices on our -up offerings and maintain stable land
and construction costs. In addition, we were abl@drease prices on average in the East segmetit.6%6 in 2012 compared to 2011. As a
result of the above factors, East segment homingegross margin and adjusted home closings gnasgin increased in 2012, compared to
2011.

Land revenue in the East segment was $28.8 mitid@012 compared to $22.5 million in 2011. Landesaluring the year were the result of
planned dispositions and strategic opportunitiendnoetize those assets where the highest and $starranted sale. Land closings revent
2011 was primarily generated from sales at our @lagheted Steiner Ranch joint venture in Austin, agxand in 2012 at Steiner Ranch and oul
Old Mill Preserve community in West Florida. Larldsings gross margin percentage decreased in 201@.2% compared to 38.6% in 2011,
and adjusted land closings gross margin percemtageased in 2012 to 15.4% from 43.1% in 2011. &ldesreases were largely due to
Acquisition-related purchase accounting increasdbe carrying values of the relevant lots thatensld.

West Segment

The following table sets forth a reconciliationweén our West segment gross margins (home clodags closings and home and land
closings) and our corresponding West segment atjugbss margins. S&on-GAAP Measures — Adjusted gross margfrthis MD&A.

Combined
(Predecessol

TMHC TMHC) TMHC Predecesso

Year Year

Ended Ended July 13 to January 1t

December 31 December 31 December 31
July 12,
(In thousands) 2012 2011 2011 2011
Home Closings
Home closings revent $ 456,51. $ 294,81( $ 152,55: $ 142,25¢
Coat of home closing 374,77! 252,12: 129,65« 122,46
Home closings gross margil $ 81,73 $ 42,68t $ 22,89¢ $ 19,79(
Capitalized interest amortizatic 9,47 12,71 1,89¢ 10,81¢

Adjusted home closings gross margin $ 91,21 $ 55,40: $ 24,79 $ 30,60¢
Home closings gross margin 17.€% 14.5% 15.(% 13.€%
Adjusted home closings gross margir 20.(% 18.£% 16.2% 21.5%
Land Closings
Land closings revent $  4,28¢ $ 1,76f $  1,44f $ 32C
Cost of land closing 1,401 1,40¢ 1,36 39
Land gross margin $ 2,88 $ 35¢ $ 78 $ 281
Capitalized interes 32 36 — 36
Land adjusted gross margin $ 2,917 $ 39t $ 78 $ 317
Land gross margin ¢ 67.2% 20.2% 5.4% 87.8%
Land adjusted gross margin 68.1% 22.4% 5.4% 99.1%
Home and Land Closings
Home and land closings reven $ 460,79 $ 296,57 $ 153,99 $ 142,57t
Cost of home and land closin 376,17¢ 253,52¢ 131,02: 122,50°
Gross margin $ 84,62 $ 43,047 $ 22,97¢ $ 20,07:
Capitalized interes 9,50¢ 12,74¢ 1,89¢ 10,85¢
Adjusted gross margin $  94,12¢ $ 55,79¢ $ 24,87 $ 30,92t
Gross margin ¢ 18.4% 14.5% 14.% 14.1%
Adjusted gross margin ¢ 20.2% 18.¢% 16.2% 21.1%
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The West segment closed 405 more units in thesme@ded December 31, 2012 than in the same perip@dlifh. This increase in units closed

a 5.5% increase in average selling price during/éda ended December 31, 2012 resulted in an eddlt161.7 million of home closings
revenue, compared to the year ended December 31, Zbe West segment has experienced the largestse in net sales of all of our
segments when comparing the years ended Decemp20B2 and 2011, recognizing that a number of ntaikethe West segment experien
artificially low demand during the market downtuie closed 1,272 units in the West segment in &a& gnded December 31, 2012, which
represents a 46.7% increase compared to 2011 aMstarder value increased to $612.4 million fr®2®&9 million, or 90.8%, when
comparing the year ended December 31, 2012 todhegnded December 31, 2011. The average seliicg ipcreased 8.8%, or $30,000, in
the year ended December 31, 2012 compared to the gariod in 2011. The number of average actidsmgatommunities in the West segm
declined 11.7% when compared to the same peri@@ii. The average sales per outlet per month éoyelars ending December 31 2012 and
2011 were 4.2 and 2.1, respectively. Overall, dutire year ended December 31, 2012, revenues bedpsece improved in the West segment
compared to the same period in 2011 primarily dueousing market recoveries in the Phoenix andh¢ont California markets. Strong
demand in these markets was evidenced by the lihGi#ase in average sales price of our backlogunit

During the year ended December 31, 2012, homengegjross margin for the West segment was 17.9#bpaced to 14.5% for 2011.
Adjusted home closings gross margin in the Westseg increased by 120 basis points in the yearceBDadeember 31, 2012, compared to the
year ended December 31, 2011. The increase in blosiags gross margin and adjusted home closimyssgnargin was primarily due to ¢
ability to control our construction costs while i@asing our average selling price by 5.5% in 20dBmared to 2011. The Phoenix and Nortl
California divisions experienced the highest petage of price increases during the year and alse aigle to contain construction costs as the
volume of construction in those markets allowedousffectively manage cost pressures on constmuctiaterials and labor. The recovery in
West segment markets continued during 2012, andnawgin performance continued to be favorable.

Land revenue in the West segment was $4.3 milha20i12 compared to $1.8 million in 2011. Land sal@&sng 2012 were the result of
planned dispositions and strategic opportunitienometize those assets where the highest and $estarranted sale.
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Canada

The following table sets forth a reconciliationweén our Canada gross margins (home closingsclasthgs and home and land closings)
our corresponding Canada adjusted gross margieN@e GAAP Measures — Adjusted gross margfrthis MD&A.

Combined
(Predecessol
TMHC TMHC) TMHC Predecesso
Year Year
Ended Ended July 13 to January 1t
December 31 December 31 December 31
July 12,
(In thousands) _ 2012 2011 2011 2011
Home Closings
Home closings revent $ 383,25 $ 619,29: $ 341,01 $ 278,28:
Cost of home closing 281,54t 479,71 271,76; 207,95t
Home closings gross margi $ 101,70¢ $ 139,57¢ $ 69,24¢ $ 70,32
Capitalized interest amortizatis 9,87¢ 5,94¢ 5,122 824
Adjusted home closings gross margi $ 111,58: $ 145,52 $ 74,37 $ 71,15
Home closings gross marg 26.5% 22.5% 20.2% 25.2%
Adjusted home closings gross mar 29.1% 23.5% 21.8% 25.€%
Land Closings
Land closings revent $ 11,28t $ — $ — $ —
Cost of land closing 8,58¢ — — —
Land gross margin $ 2,697 $ — $ — $ —
Capitalized interes 30 — — —
Land adjusted gross margin $ 2,72i $ — $ — $ —
Land gross margin ¢ 23.%% N/A N/A N/A
Land adjusted gross margin 24.2% N/A N/A N/A
Home and Land Closings
Home and land closings reven $ 394,53¢ $ 619,29: $ 341,01 $ 278,28:
Cost of home and land closin 290,13 479,71 271,76( 207,95
Gross margin $ 104,40 $ 139,57¢ $ 69,25( $ 70,32¢
Capitalized interes 9,90¢ 5,94¢ 5,122 824
Adjusted gross margin $ 114,30¢ $ 145,52. $ 74,37 $ 71,15(
Gross margin ¢ 26.5% 22.5% 20.2% 25.2%
Adjusted gross margin ¢ 29.(% 23.5% 21.8% 25.6%

Canada segment home closings revenue for the pdadeDecember 31, 2012 decreased by 38.1%, to$88Bion, compared to $619.3
million for the year ended December 31, 2011. Tinalper of home closings units in the year ended Déee 31, 2012 decreased by 44.8%
compared to the year ended December 31, 2011. @aramnent revenues and number of closings weretedfey timing of highrise closings
In 2011, we closed two wholly owned high-rise bunfgs which accounted for more than $93 millionemenue on 469 closed units, while in
2012, we only recognized $2.4 million of revenuenfrwholly owned high-rise units and only had a Ergint venture highrise building close
which was included as a component of net incomenobnsolidated entities and not included in homdmg revenue. The average home
closings sales price was 12.1% higher for the gaded December 31, 2012 when compared to the sanoel in 2011. This increase was due
to a product mix shift into a larger number of $@tamily detached homes during 2012, which haghéi average sale prices compared to
high-rise closings, which were a larger componémun 2011 closings. The Canada segment experieadedline of 676 units in net new
homes sold in the year ended December 31, 2012 wedrapared to the same period in 2011, which igbatible to the number of open
communities in the segment, timing of high-riseesdhunches and product mix. The average saleopanunity per month were 4.4 and 8.2
for the years ended December 31, 2012 and 201decteely. The occupancy of two towers in 2011 acted for a large portion of home
closings revenue recorded in 2011. We continuedad on our margin over
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volume approach to selling in our communities. Aaggr sales price increased by $55,000 or 15.4%aeege sales value declined 39.5%
when comparing the year ended December 31, 20ttiztgear ended December 31, 2011. The declineriretgales from fewer wholly owned
communities and a product mix change contributetiéaeduced sales values during 2012. Our tokas salue was $309.6 million in 2012,
compared to $512.0 million in 2011.

Home closings gross margin for the year ended Dbeefil, 2012 for the Canada segment was 26.5%, am@ahpo 22.5% for the year ended
December 31, 2011. The adjusted home closings gnasgin for the Canada segment was 560 basis duitter in 2012, when compared to
2011. The increases in home closings gross margiradjusted home closings gross margin were daestoft into higher margin singlamily
detached and attached homes. In light of slowibgg@wth in Ontario relative to the recent pasggang global economic uncertainty and
increasing units under construction, growth in@reario housing market moderated during 2012.

Land closings revenue for the Canada segment wh8 $illion in the year ended December 31, 2012|enthere was no land closings
revenue for the year ended December 31, 2011. Vde theese land sales as part of our land managestrategy when determining the high
and best use of the property.

Mortgage Operation:

Our Mortgage Operations segment, which provideggage lending through TMHF and title services tigtowarious joint ventures in certain
markets, is highly dependent on our sales andrssiolumes. Our Mortgage Operations’ segment gy é@mcreased from $14.6 million in the
year ended December 31, 2011 to $21.9 million énytbar ended December 31, 2012, due primarilydeased closings volume and aver
loan amounts. The increase in gross margin wagnvimarily by the same factors, from 1,495 an80$279, respectively, in the year ended
December 31, 2011, to 2,001 and $264,723, respégtin the year ended December 31, 2012.

Combined
(Predecessol

TMHC TMHC) TMHC Predecesso

Year Year

Ended Ended July 13 to January 1 tc

December 31 December 31 December 31
July 12,

(In thousands) 2012 2011 2011 2011
Mortgage operations $ 21,86 $ 14,60¢ $ 8,57¢ $ 6,02i
Mortgage operations expen 11,26¢ 8,31 4,49t 3,81¢
Mortgage operations gross margir $ 10,59 $ 6,29¢ $ 4,08 $ 2,20¢
Impairments — — — —
Other — — — —
Adjusted mortgage operations margin $ 10,59t $  6,29¢ $ 4,08 $  2,20¢
Mortgage operations margin 48.5% 43.1% 47.6% 36.7%
Adjusted mortgage operations margir 48.5% 43.1% 47.€% 36.7%

Sales, Commissions and Other Marketing Co

For the years ended December 31, 2012 and 20EE, saimmissions, and other marketing costs suab\astising and sales office expenses
were $80.9 million and $76.4 million, respectivaigflecting the 5.1% increase in average sellingepipartially offset by a 2.1% decrease in
homes closed. Our U.S. segments tend to have hignarnit commissions, so our mix of commissionisl ghifted more towards our U.S.
operations, where we closed 26.0% more homes i& a8tompared to 2011.

General and Administrative Expenses

For the year ended December 31, 2012, generaldmuhistrative expenses were $60.4 million as comgan $68.6 million in the same period
in 2011, an 11.9% decrease. General and admimgt@tpenses were 4.4% as a percentage of totad letweings revenue in the year ended
December 31, 2012, compared to 5.2% in the samedp@r2011. The decrease was due in part to cediagtime reversals of legal reserve:
$9.1 million from a favorable litigation settlemethiring 2012 as well as our diligent cost containh®trategy as we pursued synergies within
the business and were therefore able to reducegsiohal consulting fee expenses.
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Equity in Income of Unconsolidated Entitie

Equity in income of unconsolidated entities was.®28illion for the year ended December 31, 2012 marad to $8.1 million for the year
ended December 31, 2011. The increase in incomaluato the timing and progress of joint venturaqets, particularly the closing of high-
rise condominiums in the Canada segment which begampancy in 2012.

Interest (Income) Expense, ni

Interest expense represents interest incurredydiwtapitalized on our long-term debt and otherdwings. Purchase accounting from the
Acquisition eliminated the accumulated capitaliz@drest on the balance sheet as of the Acquisitaia. Interest (income) expense, net for th
years ended December 31, 2012 and 2011, was $Ridnraind $2.9 million of income in both years, pestively. While we had a higher le\

of cash and cash equivalents during 2012 than 11 2Daylor Wimpey plc paid interest on certain cdsposits it held on our behalf in the 2
period, which did not occur in 2012.

Other Expense (Income), net

Other expense (income), net for the year ended bleee31, 2012 was $3.6 million of expense as coatptr $8.4 million of income for the
year ended December 31, 2011. The increase in sgpsiprimarily driven by increased insurance Isgs@m our captive insurance comps
of $2.1 million, and to a lesser extent, $1.8 miiliof acquisition costs related to the Darling Asdion and reduced golf course fees of $1.4
million and general contracting fees of $1.0 millio

Loss on Extinguishment of Det

During 2012, we prepaid $350.0 million of the Spmmisoan with proceeds from the 2020 Senior Noté® femaining $150.0 million of the
Sponsor Loan was exchanged for equity interests.pbintion of the Sponsor Loan that was retiredheeh borrowed at a discount of 2.5%,
consequently, the $7.9 million of unamortized portof the discount was written off during 2012 xpense.

Income Tax Provision (Benefit

Income tax provision for December 31, 2012 was@0$2million income tax benefit compared to a $24iBion income tax expense for the
comparable period in 2011. Our Canadian operatienerated taxable income in each period and reddedeexpense at their effective rate. In
the year ended December 31, 2012, our U.S. opesatexorded a benefit primarily related to the reakof prior valuation allowances on
deferred tax assets of $334.6 million as we achievthree year cumulative profit in the fourth daarThe prospects of continued profitability
and growth were further supported by a strong obdeklog and sufficient balance sheet liquiditgtstain and grow operations as of
December 31, 2012. In addition there was otheresdd supporting the reversal of uncertain tax positunder ASC Topic 74ncome Taxes
that we effectively settled with the Internal ReuerService (“IRS”) during the period in the amoah$15.0 million. In the year ended
December 31, 2011, our U.S. operations recordedftbeprimarily related to reversal of prior un@nttax positions under ASC Topic 740,
Income Taxethat we effectively settled with the IRS during ieriods and expense related to interest on thosertain positions.

Overview of Capital Resources and Liquidity

Our principal uses of capital in the year endededder 31, 2013 and 2012 were land and propertyhpees, lot development, home
construction, operating expenses, payment of delitce, income taxes, investments in joint ventanes the payment of various liabilities. In
addition, during the 2013 period, we made signiftqggayments and incurred significant expenses imeoction with our Reorganization
Transactions. Historically, we have used a commnatf capital contributions and intercompany barirgys from our former parent, Taylor
Wimpey plc, and funds generated by operations tetmer short-term working capital requirements.tCiésws for each of our communities
depend on the status of the development cyclecandliffer substantially from reported earningsilfeastages of development or expansion
require significant cash outlays for land acquisisi, plats, vertical development,
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construction of model homes, general landscapingodimer amenities. Because these costs are a cemipaiour inventory and are not
recognized in our statements of operations uritb@e closes, we incur significant cash outflowsiptd recognition of earnings. In the later
stages of a community, cash inflows may signifisaekceed earnings reported for financial statenpemposes, as the costs associated with
home and land construction were previously incurred

We have a defined strategy for cash managemerigydarly as related to cash outlays for land angentory development. We used

$214.5 million of cash in operating activities the year ended December 31, 2012 and $151.9 mdfi@ash used in operating activities in
same period in 2013. Our principal cash uses irB2@dre real estate inventory acquisitions. We gatredrthe cash used in 2013 through our
operating activities, borrowings under our revolyfacilities and the issuance of the 2021 Senideblo

Since the Acquisition, we have primarily funded oash needs from cash from operations, borrowingemuour Restated Revolving Credit
Facility and cash generated from our offerings efii§r Notes. Our need for letters of credit haslq@émarily fulfilled through the TD Facilit
the revolving facilities and the HSBC Facility, whiare discussed in more detail below. We beliegedur solid balance sheet and liquidity
position will allow us to be flexible in reacting thanging market conditions.

We believe that we can fund our cash needs fomgldmnd projected operations for the next twelvathmfrom cash on hand and cash
generated from operations and borrowings undeReastated Revolving Credit Facility. As of DecemBg&r 2013, under our Restated
Revolving Credit Facility, we had $373.5 million additional availability for borrowings and $1731bllion of additional availability for letter
of credit (giving effect to $26.5 million of let®of credit outstanding as of such date). Dependpan future homebuilding market conditions
and our expectations for these conditions, we ns&yauportion of our cash and cash equivalentk®ddvantage of land opportunities. We
intend to maintain adequate liquidity and balartees strength, and we will continue to evaluateoopmities to access the debt and equity
capital markets as they are available. Sgerview of Capital Resources and Liquidity — CaliResources — Original Revolving Credit
Facility and Restated Revolving Credit Faciland2021 Senior Notesf this MD&A for more information.

Capital Resources
Cash and Cash Equivalents

As of December 31, 2013, we had available casicask equivalents of $389.2 million. Cash and caglivalents consist of cash on hand,
demand deposits with financial institutions andrsterm, highly liquid investments. We considertlatjhly liquid investments with original
maturities of 90 days or less, such as certificafeeposit, money market funds, and commerciaépap be cash equivalents. Cash accounts
are insured up to $250,000 in the U.S. by the F@d&eposit Insurance Corporation and up to $100if@anada by the Canadian Deposit
Insurance Company.

The amount of cash and cash equivalents held Ieygfoisubsidiaries as of December 31, 2013 was $Ifblion. While all of such cash and
cash equivalents are readily convertible into d@lars, we would be required to accrue and pagdda repatriate those funds to the U.S.
Historically we have not generally repatriated sfwefds, since we generally have used such fundsiirfCanadian business. However, we may
in the future repatriate such funds to the U.S.

Original Revolving Credit Facility and Restated Bing Credit Facility

In 2011, the Original Revolver Co-Borrowers enteired the Original Revolving Credit Facility. In sfunction with the August 21, 2012
offering of the Additional Notes (as defined belothe Original Revolver Co-Borrowers exerciseditiemental feature of the facility and
expanded the line to $125.0 million in capacityDiecember 2012, availability under the Original 8lging Credit Facility was further
expanded to $225.0 million.

On April 12, 2013, the Original Revolver Co-Borrawentered into the Restated Revolving Credit FaciThe Restated Revolving Credit
Facility, among other things, (a) converted thegial Revolving Credit Facility into an unsecuredifity; (b) reduced the Eurodollar
application margin from 3.25% to 2.00% (subjecatstep-up or step-down based on a capitalizatiim) @nd base rate applicable margin from
2.25% to 1.00% (subject to a step-up or stepm based on a capitalization ratio); (c) increéabe aggregate amount of commitments unde
Original Revolving Credit Facility to $400.0 millg of which $200.0 million is available for lettevécredit; (d) permits an increase in the
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Restated Revolving Credit Facility up to an addiéib$200.0 million through an incremental faciligature; (e) permits borrowings up to the
full commitment amount under the Restated Revol@nedit Facility unless the capitalization ratioodighe most recently ended fiscal quarter
exceeds 0.55 to 1.00, in which case, borrowinglabiity under the Restated Revolving Credit Fagilvill be measured by reference to a
borrowing base formula to be calculated quartestynjore frequently as we may elect); and (f) exéehtthe maturity date of the facility to
April 12, 2017.

On January 15, 2014, the Original Revolver Co-Baes further amended the Restated Revolving CFetiility to remove Monarch
Corporation as co-borrower so it can no longerdwragainst the line. The overall borrowing capaeityl terms otherwise remained consisten
with the Restated Revolving Credit Facility. TMCnisw the only borrower under the Restated Revol@nedit Facility. Se@&lote 19 —
Subsequent Everté§ the Notes to the Consolidated and Combined [iah&tatements in Item 8 of this Annual Report.

Borrowings under the Restated Revolving Credit lkgiehay be made in U.S. dollars, and bear intebased upon LIBOR interest rate plus an
applicable margin. The applicable margin for (ay Barodollar Rate Loan is 2.00% per annum, payabléhe last date of each applicable
interest period or at the end of each three-moatlod if the applicable interest period is londwarn three months and (b) any Base Rate Loar
1.00% per annum, payable quarterly. There is @f€@50% per annum on the commitment (whether dranumdrawn), payable quarterly in
arrears. TMC have the right to make “amend andnelkteffers to lenders of a particular class.

The Restated Revolving Credit Facility containgaier‘springing”financial covenants, requiring TMM Holdings andstsbsidiaries to comp
with a certain maximum capitalization ratio and imimum consolidated tangible net worth test. Tiiaficial covenants would be in effect for
any fiscal quarter during which any (a) loans urttierRestated Revolving Credit Facility are outdiag during the last day of such fiscal
guarter or on more than five separate days dutcf fiscal quarter or (b) undrawn letters of créeicept to the extent cash collateralized)
issued under the Restated Revolving Credit Fadilign aggregate amount greater than $40.0 miliramreimbursed letters of credit issued
under the Restated Revolving Credit Facility arestanding on the last day of such fiscal quartfoomore than five consecutive days during
such fiscal quarter. For purposes of determiningm@nce with the financial covenants for any flsgaarter, the Restated Revolving Credit
Facility provides that TMC may exercise an equityechy issuing certain permitted securities fohoaisotherwise recording cash contributi
to its capital that will, upon the contribution sich cash to TMC, be included in the calculationafsolidated tangible net worth and
consolidated total capitalization. The equity cdgét is exercisable up to twice in any period adfif consecutive fiscal quarters and up to five
times overall. The maximum capitalization rati®i60 to 1.00. The ratio, as calculated by TMC, et@&nber 31, 2013 was 0.39 to 1.00. The
minimum consolidated tangible net worth requiremeas approximately $1.2 billion at December 31,204 December 31, 2013 our
consolidated tangible net worth was $1.5 billion.

The Restated Revolving Credit Facility containgaierrestrictive covenants including limitations iagurrence of liens, dividends and other
distributions, asset dispositions and investmangsitities that are not guarantors, limitationgpogpayment of subordinated indebtedness and
limitations on fundamental changes. The Restata@dRieg Credit Facility contains customary eventsiefault, subject to applicable grace
periods, including for nonpayment of principal grgst or other amounts, violation of covenantsl(itiag financial covenants, subject to the
exercise of an equity cure), incorrectness of igm&ations and warranties in any material respeass default and cross acceleration,
bankruptcy, material monetary judgments, ERISA éverith material adverse effect, actual or assdrtealidity of material guarantees and
change of control. As of December 31, 2013 and Bres 31, 2012, we were in compliance with our firiahcovenants.

We had no outstanding borrowings under the ResRéalving Credit Facility at December 31, 2013 &50.0 million outstanding at
December 31, 2012. As of December 31, 2013, we$Bd8.5 million of additional availability for bomongs including $173.5 million of
additional availability for letters of credit (givy effect to $26.5 million of letters of credit standing as of such date).
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2020 Senior Notes

On April 13, 2012, the Bond Co-Issuers issued $b&dillion in aggregate principal amount of 7.750&n®r Initial Notes due 2020 (“Initial
Note¢") at an initial offering price of 100.0% of theipcipal amount (the “2020 Senior Notes Offering'he net proceeds from the sale of the
Initial Notes were $537.4 million, net of debt iagge costs of $12.6 million, were used, in partefmy $350.0 million of the Sponsor Loan
discussed below). The remaining proceeds of apprately $187.4 million from the 2020 Senior Note$e@ihg were used by the Bond Co-
Issuers for general corporate purposes. An additi$8.0 million of issuance costs were settledidetthe bond proceeds.

On August 21, 2012, the Bond Co-Issuers issuedlditi@nal $125.0 million of 7.75% Senior Notes A0 (the “Additional 2020 Senior
Note¢") at an initial offering price of 105.5% of theipcipal amount. The Bond Co-Issuers received $188ln including prepaid interest,
net of debt issuance costs of $3.1 million. Thepneteeds from the issuance of the Additional 262fior Notes were used for general
corporate purposes. Interest on the 2020 SenicedNstpayable semiannually in arrears on April ié @ctober 15 of each year.

On April 12, 2013, we used $204.2 million of thé peceeds of the IPO, which were contributed ®Blond Co-Issuers, to redeem $189.6
million aggregate principal amount of 2020 Seniotéé (at a purchase price equal to 103.875% af inigicipal amount, plus accrued and
unpaid interest of $7.3 million through the dateefemption). We wrote off $4.6 million of unamagd issuance costs and $1.8 million of
original issue premium and incurred a call premafr87.3 million related to the redemption. Thessts@re included in the $10.1 million Loss
on Extinguishment of Debt in the accompanying Céidated and Combined Statements of Operationshioyear ended December 31, 2013.

The indenture for the 2020 Senior Notes containgigants that limit (i) the making of investments,the payment of dividends and the
redemption of equity and junior debt, (iii) additad indebtedness, (iv) asset dispositions, (v) ersrgnd similar corporate transactions, (vi) the
incurrence of liens, (vii) payments and asset femssamong the issuers and restricted subsidiaridgVviii) transactions with affiliates, among
other items. The indenture governing the 2020 Seéwades contains customary events of default. Thetmestrictive covenant of the indenture
requires a fixed charge coverage ratio of 2.00.80.1At December 31, 2013, our fixed charge coweragjo was 4.80 to 1.00.

Obligations to pay principal and interest on the@3enior Notes are guaranteed by TMM HoldingsthedJ.S. homebuilding subsidiaries
(collectively, the “Guarantor Subsidiariestho guarantee the Restated Revolving Credit Facéich of which is directly or indirectly 100.(
owned by TMM Holdings. Such guarantees are full andonditional, and joint and several. We do nowjite separate financial statements of
the Guarantor Subsidiaries or condensed consolgléiiancial information because the 2020 SeniaeBl@are not registered and are not su

to registration rights.

The Bond Co-Issuers are entitled to redeem up % d0the aggregate principal amount of the 2020@dvotes at a redemption price of
107.750% of the aggregate principal amount plusugttand unpaid interest on or after April 15, 2@h8 prior to April 15, 2015. Following
the redemption of $189.6 million aggregate princgraount of 2020 Senior Notes on April 12, 201& Bond Co-Issuers are entitled to
redeem a further $80.4 million of 2020 Senior Ngiessuant to this redemption provision.

Upon a “Change of Control” (as defined in the indea governing the 2020 Senior Notes), the Bondssaers would be required to make an
offer to repurchase all outstanding 2020 SenioeBNatt a purchase price equal to 101% of their pah@amount, plus accrued and unpaid
interest. The Bond Co-Issuers, under certain cimmdit are required to offer to use unapplied prdsdom certain asset sales to redeem the
2020 Senior Notes at par. As of December 31, 20E3e was $485.4 million aggregate principal amaifiri#020 Senior Notes outstanding.

2021 Senior Notes

On April 16, 2013, the Bond Co-Issuers completedissuance of $550.0 million aggregate principabant of Senior Notes due 2021 (the
“2021 Senior Notes”). The 2021 Senior Notes areautaed by the same subsidiaries that guarant&20ft@ Senior Notes and have
substantially the same terms and covenants ag)2@ Qenior Notes, except that:

» the maturity date is April 15, 202

» the interest rate is 5.25% per annt
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» the Bond Co-Issuers may redeem some or alie@R021 Senior Notes at any time prior to April 2616, at a redemption price
equal to 100.0% of the aggregate principal amotitiied2021 Senior Notes to be redeemed, plus awhkée premium and
accrued and unpaid interest, if any, to, but noluiting, the redemption dat

* on or after April 15, 2016, the Bond Co-Issumay also redeem some or all of the 2021 Senioedat the redemption prices
specified in the indenture relating to the 2021iG&eNotes; anc

» atany time prior to April 15, 2016, the Bond-{Ssuers may also redeem up to 40% of the origiggitegate principal amount of 1
2021 Senior Notes with the net cash proceeds tdioezquity offerings, at a redemption price eqoal05.250% of the aggregate
principal amount of the 2021 Senior Notes to beeaded, plus accrued and unpaid interest, if anyubnot including, the
redemption date

The 2021 Senior Notes do not have any registraigirs. As of December 31, 2013, there was $550anihggregate principal amount of
2021 Senior Notes outstanding.

Mortgage Company Loan Facilitie

In December 2010, TMHF, our wholly owned mortgagksidiary, entered into an agreement with Flag3tark (the “Flagstar Agreementgs
agent and representative for itself and other lugépur held-for-sale mortgages named therein.Hlagstar Agreement was amended in
March 2013 to reduce the interest rate minimumrffoam 3.95% to 3.5%. The purpose of the Flagstgire&ment is to finance the origination
of up to $30 million of mortgage loans at any aonestby TMHF, subject to certain slimits, and with a temporary accordion feature sabjc
approval by Flagstar, which allows for borrowingseixcess of total availability. Borrowings undee facility are accounted for as a secured
borrowing under ASC Topic 86Transfers and ServicingThe Flagstar Agreement is terminable by eithetypaith 30 days’ notice and bears
interest at a rate of LIBOR plus 2.5%, with a minimfloor of 3.5%. Borrowings under this facilityegpaid back with proceeds received when
mortgages are sold to participating lenders inFfllagstar Agreement, or to other buyers subjecettat sub-limits. The time period from
borrowing to repayment is typically less than 28ihass days. At December 31, 2013 and Decemb@032, there were $38.1 million and
$38.6 million, respectively, in outstanding borrags under the Flagstar Agreement.

In December 2011, TMHF entered into a letter agexgrnwith Comerica Bank (the “Comerica Bank Agreetf)eas agent and representative
for itself and other buyers of our held-for-salertgages named within. In June 2013, the Comerick Bggreement was amended to increase
the capacity from $30 million to $50 million. Thieé has the capacity to finance up to $50 millibmortgage loans at any one time by TMI
subject to certain sulimits. At December 31, 2013 and December 31, 28i@tgage loans financed under this arrangemerd $@6.8 millior
and $41.7 million, respectively.

The mortgage borrowings outstanding as of Decer®@bg?013 and December 31, 2012, are collaterabye®P5.7 million and $85.0 million,
respectively, of mortgage loans held for sale, Whiomprise the balance of mortgage receivabldserConsolidated and Combined Balance
Sheets, and $2.0 million and $2.0 million, respetyi of restricted short-term investments in certifes of deposit known as CDARS, which
are included in restricted cash in the Consolidatedl Combined Balance Sheets.

Letters of Credit, Surety Bonds and Financial Gudess

We are often required to provide letters of credid surety bonds to secure our performance undstroetion contracts, development
agreements and other arrangements. The amountloéligations outstanding at any time varies icoagance with our pending development
activities. In the event any such bonds or lettérredit are drawn upon, we would be obligateceimburse the issuer of such bonds or letter:
of credit. In addition, Monarch will typically prade guarantees of the financing debt of the jogritures through which Monarch operates,
which guarantees may be secured.

We are committed, under various letters of credit surety bonds, to perform certain developmedtcanstruction activities and provide
certain guarantees in the normal course of busifiéese guarantees have been made in connectibioivit venture funding of our operatio
in Canada. Outstanding letters of credit and suvetyds under these arrangements, including oue sifaesponsibility for arrangements with
our joint ventures, totaled $212.2 million
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as of December 31, 2013 and $230.8 million as aeber 31, 2012. Although significant developmertt @onstruction activities have been
completed related to these site improvements giters of credit and surety bonds are reduced\asamment and construction work is
completed, but not fully released until warrantyipeés have expired.

Monarch is a party to a credit facility with Therdato-Dominion Bank (“TD Facility”). The TD Facilitprovides facilities including letters of
credit of up to CAD $100.0 million or its U.S. dallequivalent to provide letter of credit financingsupport of Monarch’s projects. Under the
terms of the TD Facility, the first CAD $80.0 mdh drawn under the facility is secured by liengfminterests of Monarch in certain Canac
real property. Amounts drawn above CAD $80.0 millare secured with cash. Monarch also guaranteexddit facilities that certain joint
ventures are party to with The Toronto — Domini@nB. There were CAD $98.5 million and CAD $102.6liom letters of credit outstanding
under the Monarch and joint venture TD Facilityoh®ecember 31, 2013 and December 31, 2012, regphct

Monarch is also party to a credit facility with HSBank Canada (“HSBC Facility"Y-he HSBC Facility provides a letter of credit fagilof up
to CAD $24.2 million as of December 31, 2013 inpon of Monarch’s construction projects. Under tiiens of the HSBC Facility, amounts
drawn under this facility are secured by liens dberinterests of Monarch in certain Canadian peaperty or cash. There was CAD $18.0
million and CAD $11.0 million letters of credit aiénding under the HSBC Facility as of Decembe2813 and December 31, 2012,
respectively.

The TD Facility contains certain financial coversawe are required to maintain a minimum net ecaiity a minimum debt-to-equity ratio as
well as maintain an interest coverage ratio. ABefember 31, 2013, our net equity, as definedanrth Facility, was CAD $411.1 million
(compared with the minimum requirement of CAD $26fillion), our debt-to-equity ratio was 39% (comgé with the requirement not to
exceed 125%). Violations of the financial covenantthe TD Facility, if not waived by the lendensaured, could result in acceleration by the
lenders. In the event these violations were notvegby the lenders or cured, the violations coldd aesult in a default under our other
indebtedness. As of December 31, 2013, we wererptiance with all of the covenants under the TDilig.

Both the TD Facility and the HSBC Facility are 3@y facilities that expire on June 30, each yeathB-acilities have been renewed and
extended to June 30, 2014 on terms substantiafiijfagito those in effect prior to the extensions.

Other Loans Payable and Other Borrowings

Other loans payable and other borrowings as of bbee 31, 2013 consist of project-level debt dueagous land sellers and municipalities,
and sucHoans are generally secured by the land that wesirgd. Principal payments generally coincide wveithresponding project lot sales

a principal reduction schedule. The weighted averiatgrest rate on $174.5 million of the loans feBBecember 31, 2013 was 5.6% per annum
and $126.2 million of the loans were non-interesiring. As of December 31, 2013, other loans pa&yabtl other borrowings increased by an
estimated $84.7 million compared to December 31238rimarily due to the closing of transactions emiénd purchase contracts with seller
financing and high-rise funding.

Operating Cash Flow Activities

Our net cash used in operating activities amoutaet151.9 million for the year ended December 3,.2compared to $214.5 million used in
operating activities for the year ended DecembePB12. The primary cause of our increase in casld in operating activities was our
increased purchases of land inventory. These pseshaere primarily funded with our operating atita and issuance of 2020 Senior Notes.
Prepaid expense decreased during the period asndsmageognized for model homes and insurance rdeelgareased during the period as
closings increased and insurance policies conditian number of closings forecasted were enteted @ustomer deposits increased during
the year as amounts received related to our demteadume of sales, resulted in higher backlog di@anounts. Accrued other liabilities were
reduced by payouts exceeding prior year as weheasecognition of deferred revenue related toismsof homes on property purchased from
joint venture land development operations. Incoaxes$ payable during the prior year included a salef a payable amount related tc
uncertain tax position in which we received a fabe settlement.
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Investing Cash Flow Activitie:

Net cash used in investing activities was $75.8oniland $138.9 million for the years ended Deceniie 2013 and 2012, respectively. 1
decrease in cash used in 2013 was primarily thdtreEreduced investments in unconsolidated e#itis we received distributions from joint
venture operations, primarily in our Canada segpeerd made equipment purchases partially offsetrbycrease in restricted cash from
securing credit lines in our Canadian operations.

Financing Cash Flow Activities

Net cash provided by financing activities total@3%.9 million and $375.5 million for the years edd@ecember 31, 2013 and 20
respectively. Net cash provided by financing atiigiin 2013 was primarily attributable to our iasge of $550.0 million of 2021 Senior Notes
in April 2013. In 2013 our loans receivable fromngage operations were reduced during the yeabty iillion as loans were sold to
financial institutions as part of our lending prdaees. Funds collected reduced the outstandinggagetborrowings. The decrease in 2013 is
primarily related to the incremental borrowings endur revolving facilities. Additionally the proegs from the IPO in 2013 were used to buy
back $189.6 million aggregate principal amounthaf 2020 Senior Notes and $485.8 million to purciNese TMM Units held by the TPG and
Oaktree Holding Vehicles, JH and certain memberBMIFHC’s management and Board.

Commercial Commitments and Off-Balance Sheet Arramgents

Payments Due by Period (in thousands

Less than More than

Totals 1 year 1-3 years 4-5 years 5 years
Operating lease obligations $ 24900 $ 6,377 $11,49: $ 5821 $ 1,20¢

Topic 740 obligations including interest and peera(l) 5,21¢ — 5,21¢ — —
Land purchase contrac@ 500,85 224,63 171,77. 84,27¢ 20,17:
Debt outstandin(® 1,415,08 221,33 83,50¢ 58,49¢ 1,051,73
Estimated interest expen®) 421,70: 76,30( 141,46. 137,04¢ 66,89:
Totals $2,367,75  $528,64: $413,45. $285,65( $1,140,01(

(M We are currently under examination by variousngujurisdictions with respect to our historicak teeturns. The Predecessor Parent
Company has indemnified us for amounts payablespect of these additional taxes. Séterh 1A — Risk Factors — We may not be
able to use certain deferred tax assets, which raaylt in our having to pay substantial ta.”

(@ Represents remaining purchase price due und-recourse land purchase contra

(®  As of December 31, 2013 total debt outstandictuies $485.4 million aggregate principal amour2@20 Senior Notes, $550.0
aggregate principal amount of 2021 Senior Note4,%illion of mortgage borrowings by TMHF and $3D@nillion of loans and other
borrowings. Scheduled maturities of certain loams @ther borrowings as of December 31, 2013 reéstimates of anticipated lot take-
downs associated with such loa

4 Estimated interest expense amounts for debtandstg at the respective contractual interest rétesweighted average of which is 5.6%
as of December 31, 201
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The following table summarizes our letters of creslirety bonds and financial guarantees of joémtures as of the dates indicated:

As of December 31

(In thousands) 2013 2012
Letters of credi
u.s. $ 26,45 $ 25,33!
Canade 77,87: 100,46.
Total outstanding letters of cret $104,32¢ $125,79!
Surety bond:
u.s. $130,45¢ $ 61,61¢
Canade 58,24¢ 48,36¢
Total outstanding surety bon $188,70° $109,98!
Financial guarantees of joint ventures, proportie|
Letters of credi $ 15,11¢ $ 14,018
Borrowings 25,16¢ 52,84%
Total outstanding financial guarantees of jointtueas $ 40,28¢ $ 66,86(
Total outstanding letters of credit, surety bonad financial guarantees of
joint ventures $333,31¢ $302,64.

We do not engage in commodity trading or other Isingctivities. We had no derivative financial mshents at December 31, 2013 or
December 31, 2012.

Investments in Land Development and HomebuildingidioVentures or Unconsolidated Entitie

We participate in a number of strategic land dgwelent and homebuilding joint ventures with unrelétdrd parties. These joint ventures
operate primarily in our Canada segment and refai@ly to our highrise developments. The use of these entities,nimesiastances, enables
to acquire land to which we could not otherwiseagbticcess, or could not obtain access on termsitbdavorable. Our partners in these joint
ventures historically have been land owners/deemther homebuilders and financial or stratpgitners. Joint ventures with land
owners/developers have given us access to sitescbamcontrolled by our partners. Joint ventured wther homebuilders have provided us
with the ability to bid jointly with our partnersif large or expensive land parcels. Joint ventwi#is financial partners have allowed us to
combine our homebuilding expertise with accessutopartners’ capital. Joint ventures with stratqgactners have allowed us to combine our
homebuilding expertise with the specific exper{isg. commercial or infill experience) of our pants.

As of December 31, 2013, we had equity investmien®gl unconsolidated land development and homeingildint ventures, compared to 39
at December 31, 2012. Not all of these joint vesdiare actively engaged in operations and somedmayaintained, despite no longer being
operational.

Investment in unconsolidated land development anddmebuilding joint ventures

As of December 31

(In thousands) 2013 2012
East $ 20,19: $ 72:
West — —_
Canade 118,11! 73,21(
Other 1,24¢ 532
Total $139,55( $74,46¢
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These joint ventures often obtain acquisition, dgw@ent and construction financing, designed tacedur equity investment and improve
our overall returns. This joint venture specifidétedness is typically secured by all assetseoéttiity raising the debt. As of December 31,
2013, our unconsolidated joint ventures’ borrowingse $139.4 million compared to $162.2 milliorDetcember 31, 2012. Our proportional
share of letters of credit issued and indebtedmwess$15.1 million and $25.2 million at December 3113 and $14.0 million and $52.8 million
at December 31, 2012.

As added support to the third party lenders oféhasconsolidated joint ventures related to our Gemmabusiness, secured guarantees are
typically provided by Monarch, typically in propa to Monarch'’s equity ownership in the joint vergs. As of December 31, 2013, our
maximum recourse exposure related to outstandihepitedness and letters of credit issued by ournsudislated land development and
homebuilding joint ventures totaled $91.1 milli@decrease from $140.4 million as of December 8122We also provide completion and
performance guarantees for projects undertakerubymconsolidated joint ventures.

The summarized balance sheets below of our unddased land development and homebuilding joint uezg with recourse to us were as
follows:

Summary balance sheet

As of December 31

(In thousands) 2013 2012

Assets $573,35: $473,11"
Liabilities 313,72t 356,09«
Equity 259,62 117,02

Land Purchase and Land Option Contrac

We enter into land purchase and option contragmsdoure land or lots for the construction of hormethe ordinary course of business. Lot
option contracts enable us to control significamtositions with a minimal capital investment audbstantially reduce the risks associated wit
land ownership and development. As of DecembeRB13, we had outstanding land purchase and loblgbntracts of $500.9 million for
6,570 lots. We are obligated to close the trangaainder our land purchase contracts. Howeverpbligations with respect to the option
contracts are generally limited to the forfeituféhe related non-refundable cash deposits andttars of credit provided to obtain the options.
For additional detail, se@verview of Capital Resources and Liquidity — ConeaeCommitments and Off-Balance Sheet Arrangestnt

this MD&A.

Critical Accounting Policies
General

A comprehensive enumeration of the significant aotiog policies is presented Mote 2 — Summary of Significant Accounting Poliofesur
Consolidated and Combined Financial Statementtein 8 of this Annual Report. Each of our accounpinlicies is based upon current
authoritative literature that collectively compssg.S. GAAP. In instances where alternative metludgcounting are permissible under U.S.
GAAP, the method used is that which most approgigiaeflects the nature of our business, the resiflbur operations and our financial
condition, and we have consistently applied thosthods over each of the periods presented in tlaadial statements.

Revenue Recoghnitio
Home Sale

Home closings revenue is recorded at closing usiagompleted-contract method of accounting atithe each home is delivered, title and
possession are transferred to the buyer, we hasggndicant continuing involvement with the honaed the buyer has demonstrated sufficien
initial and continuing investment in the property.
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Revenues from the sale of high-rise condominiureg@cognized when construction is beyond the pietiny stage, the buyer is committed to
the extent of being unable to require a refund pixfar non-delivery of the unit, sufficient units ihe project have been sold to ensure that the
property will not be converted to a rental propetitye sales proceeds are collectible and the agtgegles proceeds and total cost of the pr
can be reasonably estimated.

Revenue for our Canadian higise condominiums is recognized, on an individuat basis, when a certificate of occupancy has lieeeived
all significant conditions of registration have hgmrformed and the purchaser has the right topycthe unit. At such time, the deposits that
have been received from firm sales are applietidsales price, and a receivable is set up fobatence due upon closing. Costs are
recognized on the individual unit's proportionalaie of budgeted project costs along with the biathspecifically identifiable home costs.

Land Sale:

Land closings revenue is recognized when titleandferred to the buyer, we have no significantioaing involvement, and the buyer has
demonstrated sufficient initial and continuing istraent in the property sold. If the buyer has natienan adequate initial or continuing
investment in the property, the profit on such saldeferred until these conditions are met.

Mortgage Operations Reven

Revenues from loan origination are recognizedatithe the related real estate transactions ar@leded, usually upon the close of escrow.
All of the loans TMHF originates are sold withirslaort period of time, typically within 20 days, amon-recourse basis as further described i
Note 9— Debt — Mortgage Company Loan Facilitiedtem 8 of this Annual Report. After the loang aold, we retain potential liability for
possible claims by purchasers that we breachedigdimited industrystandard representations and warranties in thedalenagreement. Ga
or losses from the sale of mortgages are recogiiasdd on the difference between the selling ickcarrying value of the related loans L
sale.

Deposits

Forfeited buyer deposits related to home, condaminiand land sales are recognized in other incontieei accompanying Consolidated and
Combined Statements of Operations in the periaghith we determine that the buyer will not complite purchase of the property and the
deposit is determined to be non-refundable to theb

Sales Discounts and Incentives

We typically grant our homebuyers sales discountsiacentives, including cash discounts, discoontsptions included in the home, option
upgrades, and seller-paid financing or closingsd3iscounts are generally accounted for as a tenfuin the sales price of the home.

Real Estate Inventon

Inventory consists of land, land under developmienitnes under construction, completed homes, anéhhadnes, which are stated at cost. In
addition to direct carrying costs, we also capitainterest, real estate taxes, and related dewelopcosts that benefit the entire community,
such as field construction supervision and reldiegtt overhead. Home construction costs are actatetband charged to cost of sales at h
closing using the specific identification metho@dnid acquisition, development, interest, real estates, overhead, and condominium
construction costs are allocated to homes and usitgy methods that approximate the relative ssdkee method. These costs are capitalizi
inventory from the point development begins togbet construction is completed. Changes in estihabsts to be incurred in a community
are generally allocated to the remaining homes progpective basis. For those communities that baea temporarily closed or development
has been discontinued, we do not allocate interesther costs to the community’s inventory untiligéty resumes.

We assess the recoverability of our land inventogccordance with the provisions of Accountingn@@rds Codification (“ASC”) Topic 360,
Property, Plant, and Equipme. We review our real estate inventory for indicatof
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impairment by community during each reporting periéloseout communities (those communities withefiethan 15 remaining homes) are
excluded from the analysis. If indicators of impaént are present for a community, we first perfamundiscounted cash flow analysis to
determine if the carrying value of the assets & tommunity exceeds the undiscounted cash fldwiselcarrying value of the assets exceeds
their estimated undiscounted cash flows, then $iseta are deemed to be impaired and are recordid \dlue as of the assessment date.
These cash flows are significantly impacted byaasiestimates of sales prices, construction ceskss pace, and other factors. The discount
rate used in determining each asset'’s fair valpedds on the community’s projected life and devalept stage. Historically, our discount
rates have generally ranged from 12.0% to 18.0%aHditional information on the qualitative factaansidered and key assumptions used s
Note 2— Summary of Significant Accounting Policies — Festhte Inventorgf our Consolidated and Combined Financial Statesnand the
notes to our Consolidated and Combined Financek8tents included in Item 8 of this Annual Report.

We evaluated 197 communities as of December 313,220 communities as of December 31, 2012 ancc@B&fnunities as of December 31,
2011 for impairments. No impairments were recoridedhese years.

When an impairment charge for a community is deitreedh the charge is then allocated to each Idiéncommunity in the same manner as
and development costs are allocated to each hgnbory within each community is categorized asstauttion in progress and finished homes
residential land and lots developed and under deweént, or land held for development, based orstifage of production or plans for future
development.

Our estimate of undiscounted cash flows from tloesemunities may change with market conditions amddresult in a future need to record
impairment charges to adjust the carrying valuthese assets to their estimated fair value. Sefestrs could lead to changes in the estin
of undiscounted future cash flows for a given comityu The most significant of these include pricewgd incentive levels actually realized by
the community, the rate at which the homes are aotbichanges in the costs incurred to developluds

construct homes. Pricing and incentive levels éenanterrelated with sales pace within a commyngtven that price reductions generally
lead to an increase in sales pace. Further, batiest factors are heavily influenced by the coitipetpressures facing a given community
from both new homes and existing homes, some aflwimay result from foreclosures. If conditions vearsn the broader economy,
homebuilding industry or specific markets in whigh operate, and as we re-evaluate specific comgnpritting and incentives, construction
and development plans and our overall land sad¢esfies, we may be required to evaluate additioo@munities or re-evaluate previously
impaired communities for potential impairment. Wenbt forecast any adjusted market improvementimaoalysis above the original model
we used as of the date of the Acquisition. Fortagbat are currently “mothballed” (i.e., stratelfing-term land positions not currently under
development or subject to an active selling effagsumptions are based on current developmerg plathcurrent price pace and house co:
similar communities. These evaluations may resudtdditional impairment charges.

The life cycle of a community generally ranges fribmee to five years, commencing with the acquisitf unentitled or entitled land,
continuing through the land development phase andlading with the sale, construction and deliveiyiomes. Actual community lives will
vary based on the size of the community, the sadesrption rate and whether we purchased the gyogeraw land or finished lots. In the
years ended December 31, 2013 and 2012, we wavelgdelling in an average of 177 and 129 commesijtrespectively

Capitalized Interest

We capitalize certain interest costs to inventarsirty the development and construction periodsit@liged interest is charged to cost of sales
when the related inventory is delivered or whenrtiated inventory is charged to cost of sales utftepercentage-of-completion method of
accounting.

Investments in Unconsolidated Entities and Variabigerest Entities (VIES)

In the ordinary course of business, we enter iaal land lot option purchase contracts in orderaoyre land or lots for the construction of
homes. Lot option contracts enable us to contgpliicant lot positions with a minimal capital irstenent and substantially reduce the risks
associated with land ownership and developmenituire 2009, the FASB revised its guidance regaritii@egletermination of a primary
beneficiary of a VIE, ASC Topic 810-1CQonsolidation.
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We have concluded that when we enter into an oligrurchase agreement to acquire land or lotgpagdh non-refundable deposit, a VIE
may be created because we are deemed to have gaartdordinated financial support that will absssine or all of an entity’s expected
losses if they occur. For each VIE, we assess whetk are the primary beneficiary by first deteriminif we have the ability to control the
activities of the VIE that most significantly imgdts economic performance. Such activities inc|uzlé are not limited to, the ability to
determine the budget and scope of land developmerk, if any; the ability to control financing degdns for the VIE; the ability to acquire
additional land into the VIE or dispose of landhie VIE not under contract with us; and the abildtychange or amend the existing option
contract with the VIE. If we are not able to cohsoch activities, we are not considered the prntemeficiary of the VIE. If we do have the
ability to control such activities, we will contiawour analysis by determining if we are expecteabisorb a potentially significant amount of
VIE’s losses or, if no party absorbs the majoritypach losses, if we will potentially benefit fraansignificant amount of the VIE’s expected
gains. If we are the primary beneficiary of the Wi will consolidate the VIE in our financial statents and reflect such assets and liabilitie:
as consolidated real estate not owned within otgritory balance in the Consolidated and Combinddriga Sheets.

We are also involved in several joint ventures \iitlependent third parties for our homebuilding\éties. We use the equity method of
accounting for investments that qualify as VIEs mehwe are not the primary beneficiary and entitied we do not control or where we do not
own a majority of the economic interest, but hawedbility to exercise significant influence oviee bperating and financial policies of the
investee. For those unconsolidated entities in whie function as the managing member, we have atedithe rights held by our joint vent
partners and determined that they have substapdirtecipating rights that preclude the presumptiboontrol. For joint ventures accounted for
using the equity method, our share of net earnimdgsses is included in Equity in Income (Loss)oiconsolidated Entities when earned and
distributions are credited against our investmerihé joint venture when received.

Non-controlling Interests — joint ventures — We consolidate joint ventures when we are thenary beneficiary. Therefore, those entities’
financial statements are consolidated into our Glitsted and Combined Financial Statements andtter partners’ equity is recorded as
Non-controlling Interests — joint ventures.

Non-controlling Interests — Principal Equityholders and Former Controlling Interests — In the Reorganization Transactions (b&xe 16
— Capital Structure — Reorganization Transactiomgtem 8 of this Annual Report), immediately priorour IPO, the existing holders of
TMM Holdings limited partnership interests (therfeipal Equityholders, members of management an@tiaed of Directors), exchanged th
limited partnership interests for New TMM Units.rleach New TMM Unit received in the exchange, thadipal Equityholders, members of
management and the Board of Directors also recediegttly and indirectly, a corresponding numbgsitares of Class B Common Stock. All
of our Class B Common Stock is owned by the Priaddigjuityholders, members of management and thedBafaDirectors. Our Class B
Common Stock has voting rights but no economictsigbne share of Class B Common Stock, togethér avie New TMM Unit, is
exchangeable into one share of our Class A ComnaekS

We sold Class A Common Stock to the investing puibliour IPO. The proceeds received in the IPO wssal by us to purchase New TMM
Units, such that we own an amount of New TMM Ueitgial to the amount of our shares of Class A Com&took. Our Class A Common
Stock has voting rights and economic rights. Atsthie Reorganization Transactions, we became theosmer of the general partner of New
TMM. As the general partner of New TMM, we exerceselusive and complete control over New TMM. Cangmntly, we consolidate New
TMM and record a non-controlling interest in ourmSolidated and Combined Balance Sheet for the eimnoterests in New TMM held,
directly and indirectly, by the Principal Equitylders, members of management and the Board of Disect

The Non-controlling interests — Principal Equitytiets percentages at December 31, 2013 are as $ollow

Shares
Outstanding Percentagt
Class A Common Stock 32,857,80 26.%
Class B Common Stoc 89,451,16. 73.1
Total 122,308,96 100.(%
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Business Combination

We account for businesses we acquire in accordaitheASC Topic 805Business CombinationdJnder the purchase method of accounting,
the assets acquired and liabilities assumed apeded at their estimated fair values. Any purchaze paid in excess of the net fair values of
tangible and identified intangible assets lesslltes assumed is recorded as goodwill. Our regbrhcome from an acquired company
includes the operations of the acquired company fitee effective date of acquisition.

Income Taxes

SeeNote 2of our Consolidated and Combined Financial Statésnand the notes to our Consolidated and CombinahEial Statements
included in Item 8 of this Annual Report.

Recently Issued Accounting Pronouncemel

SeeNote 2of our Consolidated and Combined Financial Statesnand the notes to our Consolidated and CombimahEial Statements
included in Item 8 of this Annual Report.

ITEM 7A.  QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK ET RISK
Interest Rate Risl

Our operations are interest rate sensitive. We tapour exposure to changes in interest rates ot both fixed rate and variable rate debt.
At December 31, 2013, 95% of our debt was fixed eatd 5% was variable rate. None of our marketitemistruments were entered into for
trading purposes. We did not utilize swaps, forwardption contracts on interest rates or otheesypf derivative financial instruments to
manage our risk as of and for the year ended Deee81h 2013. For fixed rate debt, changes in istaaes generally affect the fair value of
the debt instrument, but not our earnings or clsist Conversely, for variable rate debt, changesterest rates generally do not impact the
fair value of the debt instrument but may affeat future earnings and cash flows, and may also atngar variable rate borrowing costs, wt
principally relate to any borrowings under our Réstl Revolving Credit Facility and to any borrowsrily TMHF under its various warehouse
facilities. As of December 31, 2013, we had no auding borrowings under our $400.0 million ResidRevolving Credit Facility. We had
$373.5 million of additional availability for bomangs and $173.5 million of additional availabilityr letters of credit (giving effect to $26.5
million of letters of credit outstanding as of swdte). Sedtem 7 — Overview of Capital Resources and Liguigit Capital Resources —
Original Revolving Credit Facility and Restated Being Credit Facility.Our fixed rate debt is subject to a requirement weoffer to
purchase the senior notes at par with certain paxef asset sales (to the extent not applieddardance with the indenture governing the
senior notes). We are also required to offer telpase all of the outstanding senior notes at 10fl8teir aggregate principal amount upon the
occurrence of specified change of control eventsefthan in those circumstances, we do not hawebhgation to prepay fixed rate debt prior
to maturity and, as a result, interest rate risgk elmanges in fair value would not have a signifiéarpact on our cash flows related to our fixed
rate debt until such time as we are required toaete, repurchase or repay such debt.

We are not materially exposed to interest rateaidociated with TMHF's mortgage loan originatiarsiness, because at the time any loan is
originated, TMHF has identified the investor whdl\&gree to purchase the loan on the interestteauns that are locked in with the borrowe
the time the loan is originated.
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The following table sets forth principal cash flols scheduled maturity and effective weighted ageriaterest rates and estimated fair value
of our debt obligations as of December 31, 2012 ifikerest rate for our variable rate debt reprssibre interest rate on our mortgage
warehouse facilities. Because the mortgage warehfaedities are effectively secured by certain tgage loans held for sale which are
typically sold within 20 days, its outstanding bada is included as a variable rate maturity inrttest current period presented.

Expected Maturity Date

Fair
(In millions, except percentage dat: 2014 2015 2016 2017 2018 Thereafter Total Value
Fixed Rate Debt $147.1 $49.2 $35.€ $17.€ $42.2 $1,048.! $1,340.: $1,386.:
Average interest raf®) 3.C% 3.C% 3.C% 3.C% 3.C% 6.4% 5.€% —
Variable rate debt (2) $ 74.¢ — — — — — $ 74¢ $ 74¢
Average interest ral 3.4% — — — — — 3.4% —

(1) Represents the coupon rate of interest on thefinitipal amount of the dek
(&  Based upon the amount of variable rate debt aebéer 31, 2013, and holding the variable rate dalaince constant, each 1% increase
in interest rates would increase the interest imzliby us by approximately $0.7 million per ye

Currency Exchange Risk

The functional currency for our Canadian operatigrtie Canadian dollar. In the year ended Dece®bge2013 and 2012, 17.5% and 27.5%,
respectively, of our consolidated revenues wereggad by our Canadian operations. As a resultfuture earnings could be affected by
fluctuations in the exchange rate between the &h8.Canadian dollars. We did not utilize swapsyéod or option contracts on currency
exchange rates or other types of derivative firgrinstruments to manage our risk for the year dridkecember 31, 2013. Based upon the leve
of our Canadian operations during the year endez¢iéer 31, 2013, relative to our operations as@eayla 10% increase in the value of the
Canadian dollar as compared to the U.S. dollar avbalve reduced net income by approximately $7.bamifor the year ended December 31,
2013.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGERM

To the Board of Directors and Stockholders of
Taylor Morrison Home Corporation
Scottsdale, Arizona

We have audited the accompanying consolidated balsimeets of Taylor Morrison Home Corporation arusiliaries (the “Company”) as of
December 31, 2013 and 2012, and the related cdasetl and combined statements of operations, cdrapséve income (loss), stockholders’
equity, and cash flows for each of the two yearh@period ended December 31, 2013 and for theg&om July 13, 2011 through
December 31, 2011 (Successor) and the period fesmaly 1, 2011 through July 12, 2011 (PredecesBEbese consolidated and combined
financial statements are the responsibility of@mmpany’s management. Our responsibility is to egpan opinion on these consolidated anc
combined financial statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those standard:s
require that we plan and perform the audit to abtaasonable assurance about whether the finataieiments are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of isrirdl control over financial reporting.
Our audits included consideration of internal cohtwer financial reporting as a basis for desigrandit procedures that are appropriate in the
circumstances, but not for the purpose of exprgssmopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An autiibancludes examining, on a test basis, evidenppating the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, such consolidated and combinedrfoia statements present fairly, in all materiajpects, the consolidated and combined
financial position of Taylor Morrison Home Corpdoat and subsidiaries as of December 31, 2013 afh#,2(hd the results of their operations
and their cash flows for each of the two yeardqigeriod ended December 31, 2013 and for thegé&dm July 13, 2011 through

December 31, 2011 (Successor) and the period fesmady 1, 2011 through July 12, 2011 (Predecessacpnformity with accounting
principles generally accepted in the United StafeSmerica.

As described in Note 1 to the consolidated and doetbfinancial statements, the Company acquiredwitanding shares of Taylor Woodrow
Holdings (USA), Inc. and Monarch Corporation onyJi8, 2011, at which date all assets and liabdliGéthe acquired companies were
recorded at fair value. The financial informatiam the Predecessor period, which combines the tipesaof the two acquired entities, is not
comparable with that for the Successor periods.

/s/ DELOITTE & TOUCHE LLP

Phoenix, Arizona
February 24, 2014
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TAYLOR MORRISON HOME CORPORATION AND SUBSIDIARIES

(CONSOLIDATED AND COMBINED WITH TMM HOLDINGS LIMITE D PARTNERSHIP AND SUBSIDIARIES)

CONSOLIDATED AND COMBINED BALANCE SHEETS
(In thousands, except share and per share amounts)

Assets
Cash and cash equivale!
Restricted cas
Real estate inventor

Owned inventory

Real estate not owned under option agreen

Total real estate invento

Land deposit:
Loans receivabl
Mortgages receivabl
Tax indemnification receivab
Prepaid expenses and other assets
Other receivables, n
Investments in unconsolidated entit
Deferred tax assets, r
Property and equipment, r
Intangible assets, n
Goodwill

Total asset
Liabilities
Accounts payabl
Accrued expenses and other liabilit
Income taxes payab
Customer deposi
Mortgage borrowing
Loans payable and other borrowin
Loans payable and other borrowings attributabkaéoCompan)
Loans payable and other borrowings attributableottsolidated option agreemer
Total loans payable and other borrowil
Revolving credit facility borrowing
Senior note:
Total liabilities

COMMITMENTS AND CONTINGENCIES (Note 1€

Stockholders Equity

Class A common stock, $0.00001 par value, 400,@0@0sBares authorized, 32,857,800 shares issueduastanding as of
December 31, 2013 and no shares issued and outgjaaslof December 31, 20

Class B common stock, $0.00001 par value, 200,0008ares authorized, 89,451,164 shares issueouastdnding as of
December 31, 2013 and no shares issued and outgasiof December 31, 20

Preferred stock, $0.00001 par value, 50,000,00festeuthorized, no shares issued and outstandioigecember 31, 201
and December 31, 20:

Additional paic-in capital

Retained earning

Accumulated other comprehensive i

Non-controlling interest— joint ventures

Non-controlling interest— Principal Equityholder

Total stockholder equity

Total liabilities and stockholde’ equity

See accompanying notes to Consolidated and Combiinedicial Statements
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December 31
2013 2012

$ 389,18: $ 300,60:
24,81« 13,68

2,243,74. 1,604,18
18,59¢ —
2,262,33! 1,604,18

43,73¢ 28,72«
33,39¢ 48,57¢
95,71¢ 84,96
5,21¢ 107,63t
98,87( 102,95.
56,21 48,95
139,55( 74,46¢
244,92( 274,75
7,51¢ 6,42
13,71 18,757
23,37t 23,37t

$3,438,55! $2,738,05!

$ 121,86! $ 98,647

214,50( 213,41
47,54( 111,518
94,67( 82,03¢
74,89: 80,36(

282,09¢ 215,96¢
18,59¢ —

300,69: 215,96¢

— 50,00(
1,039,49 681,54:

1,893,65 1,533,48.

1 —

372,78 —
43,47¢ 1,231,005
(452) (34,36%)
7,23¢ 7,89(

1,121,84: —

1,544,90. 1,204,57!
$3,438,55! $2,738,05!
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TAYLOR MORRISON HOME CORPORATION AND SUBSIDIARIES

(CONSOLIDATED AND COMBINED WITH TMM HOLDINGS LIMITE
CONSOLIDATED AND COMBINED STATEMENTS OF OPERATIONS

(In thousands, except per share amounts)

Home closings revenue

Land closings revent

Mortgage operations reven
Total revenue

Cost of home closinc

Cost of land closing

Mortgage operations expens

Total cost of revenue
Gross margir

Sales, commissions and other marketing ¢
General and administrative expen
Equity in income of unconsolidated entit
Interest (income) expense, |
Loss on extinguishment of de
Other expense (income), r
Indemnification and transaction expen
Income before income tax
Income tax provision (benefi
Income before nc-controlling interests, net of te
Loss (income) attributable to n-controlling interest— joint venture:
Net income
Income attributable to n-controlling interest—
Principal Equityholder
Net income available to Taylor Morrison Home Cogi@m

Earnings per common she@):
Basic
Diluted
Weighted average number of shares of common ¥
Basic
Diluted

D PARTNERSHIP AND SUBSIDIARIES)

July 13, 2011
Through
Year Ended December 31 December 31
2013 2012 2011
$ 2,264,98! $1,369,45; $ 731,21t
27,88: 44,40¢ 10,65
30,37: 21,86 8,57¢
2,323,23 1,435,72 750,45
1,774,76. 1,077,52! 591,89:
26,74: 35,88« 8,58:
16,44¢ 11,26¢ 4,49¢
1,817,94 1,124,67 604,96
505,28 311,04¢ 145,48
142,84 80,90° 36,31¢
90,74 60,44 32,88:
(37,569 (22,962 (5,247)
(476) (2,446 (3,867)
10,14: 7,95:% —
2,541 3,567 2,30¢
199,11¢ 13,03« 52,29:
97,93¢ 170,55 30,79¢
3,06¢ (260,29) 4,031
94,86¢ 430,84t 26,76
131 (29) (1,179
94,99¢ 430,82( 25,58¢
(49,579 — —
$ 4542 $ 430,82( $ 25,58¢
$ 1.3¢ N/A N/A
$ 1.3¢ N/A N/A
32,84( N/A N/A
122,31¢ N/A N/A

Predecesso
January 1, 201:

Through

July 12,
2011

$ 600,06
13,63¢

6,02
619,73
474,53
7,13

3,81¢
485,48!

134,25(

40,12¢

35,74

(2,807)
941

(10,65¢)
70,90:
20,88
50,02
(4,12)
45,89¢

$ 45,89¢

N/A
N/A

N/A
N/A

() Prior to the Reorganization Transactions on A@r2013 and the IPO no common shares were outstarSeeNote 16 — Capital
Structure— Reorganization Transactiorfor additional information

See accompanying notes to Consolidated and CombBinadcial Statements
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TAYLOR MORRISON HOME CORPORATION AND SUBSIDIARIES
(CONSOLIDATED AND COMBINED WITH TMM HOLDINGS LIMITE D PARTNERSHIP AND SUBSIDIARIES)

CONSOLIDATED AND COMBINED STATEMENTS OF COMPREHENSI VE INCOME

(In thousands)

Predeccesso
July 13, 2011 January 1, 201
Through Through
Year Ended December 31 December 31 July 12,
2013 2012 2011 2011
Income before non-controlling interests, net of tax $ 94,86¢ $ 430,84¢ $ 26,767 $ 50,02(
Other comprehensive income (loss), net of
Foreign currency translation adjustments, netx (16,727 (2,079 (22,320) 8,86¢
Pos-retirement benefits adjustments, net of 7,48:¢ (3,22%) (7,749 214
Other comprehensive income (loss), net of (9,244 @ (4,300 (30,06 9,08(
Comprehensive income (los 85,62« 426,54¢ (3,299 59,10(
Comprehensive loss (income) attributable to nortrodimg
interests— joint ventures 131 28 (1,179 (4,127)
Comprehensive income attributable to non-contrgllin
interests— Principal Equityholder (39,879 — — —
Comprehensive income (loss) available to Taylor fidon
Home Corporatiol $ 45,87¢ $426,57t $ (4,476 $ 54,97¢

@

Difference between other comprehensive income tegam this schedule and other comprehensive incepmted in the Consolidated

and Combined Statement of Stockholders’ Equithésresult of deferred tax assets on post retireimemefits recorded in net income in
the current yeal

See accompanying notes to Consolidated and Combiinedicial Statements
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Balance — January 1, 2011
(Predecesso

Net income

Other comprehensive income

Receivable from Predecessor
Parent Company, n

Distributions to non-controlling
interests

Balance — July 12, 2011
(Predecesso

Initial capital contribution and
purchase price allocation
adjustment:

Net income

Other comprehensive loss

Issuance of partnership units

Distributions to non-controlling
interests

Balance — December 31, 2011

Net income

Other comprehensive loss

Share based compensation

Distributions to non-controlling
interests

Contribution of debt in exchan
for equity

Non-controlling interest of
acquired entity

Issuance of partnership units

Balance — December 31, 2012

Establish noreontrolling interes
on April 12, 2012

Issuance of Class A Common
Stock, net of offering cos

Issuance of Class B Common
Stock, net of offering cos

Repurchase of New TMM Units
and corresponding number of
class B Common Stoc

Offering costs capitalized to
equity

Allocation of dilution on IPO
Class A Common Stoc

Net income (loss

Other comprehensive (loss)
income

Dividends

Share based compensation

Non-controlling interest of
acquired entity

Distributions to non-controlling
interests— joint ventures

TAYLOR MORRISON HOME CORPORATION AND SUBSIDIARIES
(CONSOLIDATED AND COMBINED WITH TMM HOLDINGS LIMITE

Common Stock

PARTNERSHIP AND SUBSIDIARIES)
CONSOLIDATED AND COMBINED STATEMENTS OF STOCKHOLDER S’ EQUITY
(In thousands, except share data)

D

Balance — December 31, 201

Additional
Paid-in
Class A Class B Capital Stockholders’ equity
Accumulated
Other Non-controlling Non-controlling Total
Net Retainec  Comprehensive Interest -Principal ~ Stockholders’
Owners’ Interest - Joint
Shares  Amount Shares Amount  Amount Equity Earnings  Income (Loss) Venture Equityholders Equity

— $ — — $ — $ — $ 46321: $ — $ (2,509 $ 4,82: $ — $ 465,53:
— — — — — 45,89¢ — — 4,12 — 50,02(
— — — — — — — 9,08( — 9,08(
— — — — — 11,35¢ — — — 11,35¢
_ _ _ — — = = = (5,320 — (5,326
— — — — — 520,46¢ — 6,577 3,61¢ — 530,66
— — — — — 99,85: — (6,577) 9,572 — 102,84¢
— — — — — 25,58¢ — — 1,17¢ — 26,76
— — — — — — — (30,06Y) — — (30,06Y)
— — — — — 3,30C — — — — 3,30(
= = = = = = = = (4,950) = (4,950
— — — — 649,20¢ — (30,06%) 9,421 — 628,56!
— — — — — 430,82( — — 28 — 430,84t
— — — — — — — (4,300 — — (4,300
— — — — — 1,97¢ — — — — 1,97¢
— — — — — — — — (1,800 — (1,800
— — — — — 146,63 — — — — 146,63
— — — — — — — — 241 — 241
= = = = = 2,41¢ = = = = 2,418
— — — — 1,231,05! — (34,36%) 7,89( — 1,204,57

— — — — — (1,231,05) — 34,36t — 1,196,68! —
32,857,80 — — — 668,59t — — — — — 668,59¢
— — 112,784,96 1 — — — — — — 1
— — (23,333,80) — — — — — — (485,78)) (485,78))
— — — — — — — — — (10,779 (10,779

— — — — (297,59) — — — — 297,59: —
— — — — — — 45,42( — (231) 49,57¢ 94,86¢
— — — — — — — (452) — (8,792 (9,249
— — — — — — (1,942 — — (2,199 (4,139
— — — — 1,78 — — — — 85,53¢ 87,31¢
— — — — — — — — (10€) (106)
— — — — — — — — (4179) — (417)
32,857,80 $ — 89,451,16 $ 1 $ 372,78 $ — $ 4347¢ % (452) $ 7,23¢ $ 1,121,841 $ 1,544,90

() Changes in opening balances at December 31, r2M2 to adjustments to the purchase price allmtdor the Darling Acquisition recorded during thear ended December 31, 2013. Seée 2 — Summary of
Significant Accounting Policie— Acquisition Accountin— Darling Acquisitionfor details.

See accompanying notes to Consolidated and CombBiinedcial Statements
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TAYLOR MORRISON HOME CORPORATION AND SUBSIDIARIES
(CONSOLIDATED AND COMBINED WITH TMM HOLDINGS LIMITE D PARTNERSHIP AND SUBSIDIARIES)
CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS
(In thousands)

For the period For the period
from January 1,
from July 13,
2011 through 2011 through
Year ended December 31 December 31 July 12,
2013 2012 2011 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Income before nc-controlling interests, net of te $ 94,86¢ $ 430,84 $ 26,76 $ 50,02(
Adjustments to reconcile net income to net caskl rseperating activities
Equity in income of unconsolidated entit (37,567) (22,964 (5,249 (2,809
Stock compensation exper 87,31¢ 1,97¢ — —
Distributions of earnings from unconsolidated égi 30,13¢ 36,74¢t 5,68¢ 9,60:
Depreciation and amortizatic 3,462 4,37(C 2,56¢ 1,65¢
Loss on extinguishment of de 10,14: 7,858 — —
Deferred income taxe 30,66: (278,88() (11,67¢) 423
Changes in operating assets and liabilit
Real estate inventory and land depc (450,14 (331,116 52,58 23,83.
Receivables, prepaid expenses and other ¢ (5,187 (109,97() 25,750 (8,426
Customer deposi 15,79 16,84 (8,539 (6,506
Accounts payable, accrued expenses and otheiitiied 35,38 6,08¢ 12,48 (9,407
Income taxes payab 33,19: 23,73t 6,64¢ (6,997
Net cash (used in) provided by operating activ (151,93) (214,469 107,03: 51,39¢
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipm (3,78¢€) (2,759 (1,42% (1,329
Business acquisitions, net of cash acqu — (114,577 — —
Distribution from unconsolidated entiti 8,84( — — —
(Increase) decrease in restricted ¢ (12,21) (8,64%) 1,68¢ (3,26()
Investments of capital into unconsolidated ent (68,63¢) (12,96°) (1,000 —
Net cash used in investing activiti (75,79)) (138,936 (742) (4,58¢9)
CASH FLOWS FROM FINANCING ACTIVITIES
Borrowings on net payable to Predecessor Parenp&oy — — — 80,55¢
Payments on net payable to Predecessor Parent @yl — — — (3,000
Decrease in receivable to Predecessor Parent Cgnopapital contribution — — — 8,56(
Net proceeds from the issuance of Class A comnuak 668,59¢ — — —
Purchase of New TMM Units and corresponding nunatbshares of Class B Common Stc (485,78) — — —
Borrowings on line of credit related to mortgagerbwings 703,53t 525,74¢ 204,69. 140,04l
Repayment on line of credit related to mortgagedwing (709,009 (478,11Y (204,09¢) (112,54
Proceeds from loans payable and other borrow 45,28¢ 41,59¢ 19,47° 2,82(
Repayments of loans payable and other borrow (182,97) (69,02¢) (55,97¢) (30,59¢)
Borrowings on revolving credit facilit 907,00( 50,00( — —
Payments on revolving credit facili (957,00() — — —
Net proceeds from the issuance of senior n 550,00( 675,00( — —
Repayments on senior not (189,60¢%) (350,00() — —
Repayments of Sponsor Loan (due to a related [ — — (125,000 —
Deferred financing cos (9,680 (20,287) (2,75)) —
Distributions to no-controlling interest— joint ventures (41¢) (1,800 (4,950 (5,32€6)
Intercompany borrowing @) — — —
Equity (distributions) contributior (2,000 2,413 58,80( —
Net cash provided by (used in) financing activi 337,94 375,53: (109,80:) 80,50:
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH BQYALENTS (21,649 (881) (12,59) 2,69¢
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENS $ 88,57¢ $ 21,24 $ (16,109 $ 130,01:
CASH AND CASH EQUIVALENTS— Beginning of period (1 300,60: 279,32: 295,42t 165,41!
CASH AND CASH EQUIVALENTS— End of perioc $ 389,18: $ 300,56 $ 279,32 $ 295,42
SUPPLEMENTAL CASH FLOW INFORMATION
Income taxes paid, n $ (24,359 $ (45,089 $ (17,980 $ (24,02)
SUPPLEMENTAL NOMCASH INVESTING AND FINANCING ACTIVITIES:
Conversion of Sponsor loans payable to additiomad<CA Units $ = $ 146,66: $ — $ =
Conversion of loans payable to Predecessor Pam@npény to contributions from Predeces
Parent Compan $ — $ — $ — $ 499,93!
Conversion of joint venture loans receiveable fprigy in joint venture $ = $ 36,85t $ — $ =
Loans payable and liabilities assumed related siness acquisitio $ — $ 54,92¢ $ — $ —
Decrease in loans payable issued to sellers inemtiom with land purchase contra $ 226,44: $ 134,00: $ 35,97: $ 5,701
Decrease in income taxes payable and related diexrinification receivable from sell $ 102,42: $ 15,23t $ 12,85( $ —

() Cash and cash equivalents at the beginning ofehiecpbended December 31, 2013 includes approxim&&8,000 of TMHC cash that was not consolidatetth WMM and included in the cas
balance at December 31, 20

See accompanying notes to Consolidated and Combiinedicial Statements
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TAYLOR MORRISON HOME CORPORATION AND SUBSIDIARIES
(CONSOLIDATED AND COMBINED WITH TMM HOLDINGS LIMITE D PARTNERSHIP AND SUBSIDIARIES)

NOTES TO THE CONSOLIDATED AND COMBINED FINANCIAL ST ATEMENTS
AS OF DECEMBER 31, 2013 AND 2012, FOR THE YEARS ENED DECEMBER 31, 2013 AND 2012, THE PERIOD FROM JULY
13, 2011 THROUGH DECEMBER 31, 2011 AND FOR THE PERDD FROM JANUARY 1, 2011 THROUGH
JULY 12, 2011 (PREDECESSOR)

1. BUSINESS

Organization and Description of the Business— On April 12, 2013, Taylor Morrison Home Corpaoat (“TMHC” or the “Company”)
completed the initial public offering (the “IPO"¥ ds Class A common stock, par value $0.00001spere (the “Class A Common StocKThe
shares began trading on the New York Stock Exchang®pril 10, 2013 under the ticker symbol “TMHQS a result of the completion of the
IPO and the Reorganization Transactions [¢ete 16 — Capital Structure — Reorganization Tratisas), TMHC became the indirect parent
of TMM Holdings Limited Partnership (“TMM Holding3'through the formation of TMM Holdings Il Limiteldartnership (“New TMM”).

TMM Holdings is a British Columbia limited partnéip formed in 2011 by a consortium comprised ailiates of TPG Global, LLC (the
“TPG Entities”), investment funds managed by Oaki@apital Management, L.P. or their respective igidries (the “Oaktree Entities”), and
affiliates of JH Investments, Inc. (the “JH Entfleand together with the TPG and Oaktree Entittes, Principal Equityholders™). On July 13,
2011, TMM Holdings, through various wholly ownedjatsition subsidiaries, acquired all of the outsiiag shares of Taylor Woodrow
Holdings (USA), Inc. (how known as Taylor Morris@ommunities, Inc., “Taylor Morrison” or “TMC”) anilonarch Corporation
(“Monarch”), collectively the “Predecessor” fromyllar Wimpey plc (“Predecessor Parent Company”) tigtoa combination of equity and
debt (the “Acquisition”). In conjunction with thecuisition, a series of holding companies and gastnips were established to hold TMM
Holdings’ investments in the acquired businessagloF Morrison’s principal business is residentiamebuilding and the development of
lifestyle communities throughout the U.S., with opd@®ns focused in Arizona, California, Coloradtgriela, and Texas. Taylor Morrison’s
product lines feature entry-level, moup; and luxury homes. Monarch was founded in 18&8an homebuilding operations in 1936 and is
of the oldest names in Canadian homebuilding.utsriesses focus on high-rise and single family haeaiglential construction in Ontario,
Canada. Taylor Morrison and Monarch are the geranatractors for all of their projects and retaithsontractors for home construction and
site development. In addition to homebuilding, TayMorrison offers mortgage services to its custanie the U.S. through its mortgage
brokerage subsidiary and title examination services®me U.S. locations through various joint veasu

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Consolidation— In the Reorganization Transactions, the Comgmetame the sole owner of the general partner
New TMM. As the general partner of New TMM, the Guany exercises exclusive and complete control besv TMM. Consequently

» For periods subsequent to April 9, 2013, thenBany consolidates New TMM and records a non-ctiimgointerest in its
Consolidated and Combined Balance Sheet for theomsiz interests in New TMM, that are directly odirectly held by the
Principal Equityholders or by members of managemaedtthe Board of Directors. The Consolidated aachkined Financial
Statements fore these periods include the accafiftsHC, TMM Holdings, New TMM, TMC, Monarch and¢hCompany’s
consolidated subsidiaries, partnerships and othities in which the Company has a controlling fioial interest, and of variable
interest entities in which the Company is deemedptfimary beneficiary

e The Consolidated and Combined Financial Statésnas of and for the year ended December 31, 28d2he period from July 13,
2011 to December 31, 2011 reflect the consolidapedations of TMM Holdings only as there were nermaping activities or equit
transactions in TMHC during those periods;

e The statements of operations, comprehensivanecand changes in stockholders’ equity for thépsrprior to July 13, 2011
reflect the historical financial statements of M@rth American Business of Taylor Wimpy plc., thedecessor Parent Company,
whose financial statements have been prepared tisérgstorical cost basis of accounting that exigirior to the Acquisitior
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On July 13, 2011, TMM Holdings and its subsidiaaesguired 100.0% of the issued share capital of T@A€ Monarch for aggregate cash
consideration of approximately $1.2 billion. Then@uany’s financial statements for periods from afterahe July 13, 2011 Acquisition are
derived from the financial statements of TMM Holgkn which reflect adjustments made as a resuli@application of purchase accounting in
connection with the Acquisition. Therefore, theafitial information for the predecessor periodsiscomparable with that for the period after
July 13, 2011.

The Predecessor’s financial statements includatbeunts of TMC and Monarch, their consolidatedsgliaries and other entities in which the
companies have controlling financial interests, hade been combined given the common ownershigantlol by the Predecessor Parent
Company. The Consolidated and Combined Financéé8tents have been prepared in accordance witli@iiicg principles generally
accepted in the United States of America (“U.S. ®AA and intercompany balances and transactions bagn eliminated in consolidation.
Unless the context requires otherwise, referencésase financial statements to “the Company” aithé Company and its consolidated
subsidiaries.

Unless otherwise stated, amounts are shown inddlfars. Assets and liabilities recorded in foreamrencies are translated at the exchange
rate on the balance sheet date, and revenues padses are translated at average rates of exchagwgling during the period. Translation
adjustments resulting from this process are recbtd@ccumulated other comprehensive income (laskle accompanying Consolidated and
Combined Balance Sheets and Statements of StoakisbEquity.

Acquisition Accounting

2011 Acquisition— In connection with the Acquisition and in accarda with Financial Accounting Standards Board (“BASAccounting
Standards Codification (“ASC”) Topic 80Business Combinationg“ASC 805") the Acquisition was accounted for &y 13, 2011, under
the acquisition method of accounting and all acefumssets and assumed liabilities were recordiadr atalue.

Cash and cash equivalents, restricted cash, o$Betsa accounts payable, and accrued and othiitieabwere generally stated at historical
carrying values given the short-term nature ofehessets and liabilities. Income tax receivablekliabilities were recorded at historical
carrying values in accordance with ASC Topic 80se Predecessor Parent Company has indemnifieddimp&hy for specific uncertain tax
positions for which tax liabilities are includedincome taxes payable in the accompanying Congelidand Combined Balance Sheets. A
receivable due from the Predecessor Parent Confpatiye indemnification is valued at the same ani@srthe estimated income tax liability.

The Company determined the fair value of real estatentory on a community-by-community basis prilgausing the income and sales
comparison approaches. The income approach dexivakie indication for income-producing propertydmynverting anticipated benefits, such
as cash flow, into property value. This approack used exclusively for finished lots. The sales parison approach used recent land sales t
provide a lot value for finished lots or an averaghie for raw land. In markets where there wereeoent land sales, the third party appraiser
conducted interviews with local market participaimsluding brokers and appraisers, to gain an tstdeding of local land and lot values. In
instances where both the income and sales appmaare used, equal weightings were typically giteeaach approach. These estimated cas
flows are significantly affected by estimates rethto expected average selling prices and salestines, expected sales paces and cancel
rates, expected land development and construdtislihes, and anticipated land development, constm, and overhead costs. Such estin
must be made for each individual community and reay significantly between communities.

The fair value of acquired intangible assets wdsrdened based on valuations performed by indepangduation specialists using the incc
approach. The intangibles were valued at $10.2anillvith $4.1 million related to the Taylor Morris¢rade name and $6.1 million related to
the Monarch trade name. Both trade names are bemugtized on a straight line basis over 10 yeansoization of $1.0 million was recorded
for both of the years ending December 31, 2013281® and $0.5 million for the period from July 2811 through December 31, 2011. Thes
amounts are included in general and administratiyenses in the accompanying Consolidated and Qaul8tatements of Operations.
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The Company completed its business combinationuatcy as of December 31, 2011. A summary of tirevidue of assets acquired and
liabilities assumed as of July 13, 2011, is afet (in thousands):

Financial Statement Captior Total
Cash and cash equivalents $ 295,42¢
Restricted cas 6,70t
Real estate inventol 1,036,06!
Land deposit: 9,66
Loan receivables, ni 76,38¢
Mortgage receivable 32,53
Other receivable 64,48
Tax indemnity receivabl 129,68t
Prepaid expenses and other assets 48,78:
Investment in unconsolidated entit 38,48¢
Property and equipment, r 6,591
Intangible asset 10,20(
Deferred tax liabilities, ne (16,240
Accounts payabl (44,767
Accrued expenses and other liabilit (199,239
Income taxes payab (120,879
Customer deposit (71,15Y
Mortgage borrowing (32,139
Loans payable and other borrowir (80,097
Nonr-controlling interest: (13,199
Net assets acquired at fair va $1,177,32
Less amounts financed through d (612,500
Equity infusion paid to selle $ 564,82
Cash contributed by the Spons 55,50(
Net Sponsors equi $ 620,32
Less carrying basis of Predeces’ equity (527,049
Initial capital contribution and purchase pricealition adjustment $ 93,27t

Transaction Expenses-In 2012, these costs relate to a $7.9 million msshe early extinguishment of debt related to @igo of the Sponsc
Loan that was repaid (séote 9 — Debt — Sponsor Lopand $0.1 million of transaction costs directliated to the Acquisition. In 2011,
these costs include transaction and integratiots aisectly related to the Acquisition, excluditgetimpact of restructuring costs and
acquisition accounting adjustments, totaling $38idion, which were incurred by TMM Holdings andettsponsors and are recorded in the
Consolidated and Combined Statements of Operatismsdemnification and transaction expenses.

Unaudited supplemental pro-forma informatier The unaudited supplemental pro forma informaposented below includes the effects of
the acquisition of the TMC and Monarch businessa$iahad been completed as of January 1, 20h&.pro forma results include (i) the
impact of certain estimated fair value adjustmamis (ii) interest expense associated with debt tséghd the acquisition. The pro forma
results for the period from January 1, 2011 throdiglly 12, 2011 include adjustments for the finahiapact of certain acquisition related ite
incurred during the period from July 13, 2011 thlgbbibecember 31, 2011. Accordingly, the followingaudited pro forma financial
information should not be considered indicativeitifier future results or results that might haveuoed had the acquisition been consumrmr
as of January 1, 2011 (in thousands):

For the
Period from
January 1 through

July 12, 2011
Total revenues $ 619,73!
Net income $ 57,60:
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Darling Acquisition — On December 31, 2012, the Company acquired ceataiets and liabilities of Darling Interests, Intd @ertain
affiliated entities, a Texas-based homebuilder (Berling Acquisition”). Darling builds homes und#re Darling Homes brand for move-up
and luxury buyers in the Dallas-Fort Worth Metropénd in the Greater Houston Area markets. Dairggwell-established builder whose
products complement our existing product linesexds. The Company believes the Darling Acquisitiaa given it a strong presence in the
Dallas homebuilding market and has expanded ittiagi operations in Houston.

The consideration for the acquisition of the Daylassets was $114.8 million as well as a contingapinent of $50.0 million, plus 5% of any
cumulative earnings before interest and taxes a$2a28.5 million over the four year period followiBgcember 31, 2012. A portion of this
amount was financed by $50.0 million of borrowinggler the Company’s Revolving Credit Facility (&sided inNote 9 — Debt — Revolving
Credit Facility). Approximately $27.6 million of the price for tlequisition was financed by the sellers. In cotinaavith the purchase price
allocation for the acquisition, the Company recdr#23.4 million of goodwill and $9.9 million of iahgible assets with finite useful lives.
Darling operates as part of the Company’s East sagrand the goodwill recorded as part of the Dgricquisition has been recorded in the
balance sheet for the East segment included iadbempanying Consolidated and Combined Balancet§Hheee purchase price, as allocated
to the assets and liabilities acquired, is as ¥adl¢in thousands):

Amount
Initial consideration $114,84!
Contingent consideratic 8,30(
Seller financing 27,60¢
Liabilities assume: 19,02:
$169,77:

The Company has completed its business combinatioounting as of December 31, 2013. In connectitim tive purchase price allocation for
the acquisition, the Company recorded (in thousgnds

Preliminary
Final

Amount Amount Change
Real estate inventory $111,81¢ $110,50¢ $(1,30¢)
Land deposit: 12,50( 12,50( —
Joint Venture interests before consolidal 18,99¢ 10,20( (8,799
Other asset 1,971 3,26¢ 1,29:
Intangibles with finite live: 9,121 9,92¢ 803
Goodwill 15,52¢ 23,37t 7,84¢
Contingent consideratic (8,300 (8,300 —
Seller financing (27,605 (27,605 —
Liabilities assumei (19,027 (19,02 —
Net assets require $ 115,00! $114,84! $ (160

The $9.9 million of intangible assets with finiteadul lives consist of $1.1 million of trade narf6,0 million of lot option contracts and
supplier relationships, $2.6 million of non-competerenants and $0.2 million of favorable leases.

The Company valued the $50.0 million of contingaumtchase price using probability weightings of @méicipated liability under four different
scenarios: (1) business enterprise forecast dfitigh{2) the contribution margin and earnings dsef income and tax estimates from a valuatiol
income forecast; (3) alternative estimates of ¢bation margin and earnings before interest andgaand (4) as if the full buy out obligation
was paid to Darling. The mid point of the rangehs results of these probability weighted valuatiaras discounted, resulting in a $8.3 mill
liability that is included within loans payable aother borrowings at December 31, 2013 and DeceBihe2012 in the Consolidated and
Combined Balance Sheets.

The Company expects the entire $23.4 million ofdyeitl recorded from the acquisition to be dedudifdr tax purposes.
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In the course of finalizing the purchase priceadtion, the Company consolidated one joint ventesalting from the Darling Acquisition that
yielded a preliminary $18.9 million adjustment e thor-controlling interests to account for joint venty@rtner debts in the Consolidated and
Combined Statement of Stockholders’ Equity at Ddwem31, 2012. This adjustment was finalized at $@illion with the adjustment
recorded against investments in unconsolidatedientn the balance sheet prior to consolidatiothefjoint venture in 2013. During the year
ended December 31, 2013, the Company also redtabsgitangible assets totaling $8.5 million intaodwill; decreased the basis assigned to
one of the joint ventures by $1.8 million and iresed the value assigned for lot options by $1.8anjlboth of which were recorded against
goodwill.

Additionally, the Company incurred $1.8 million tsénsaction costs which were recorded in 2012 laesr @xpense (income), net in the
Consolidated and Combined Statements of Operatidending’s Dallas and Houston operations were irdéggd into the Company’s East
segment for segment reporting purposes in 2013.

The December 31, 2012 comparative information le@s wetrospectively adjusted for the above in atanmee with ASC 805. Amortization of
approximately $1.1 million related to the reclagsifintangible assets has been reversed and igledlin general and administrative expenses
for the year ended December 31, 2013 as a reductimmortization expense. Additional amortizatidr$0.4 million taken on the increase in
lot options has been included in cost of home oigsifor the year ended December 31, 2013.

Reclassifications— Certain reclassifications have been made to tioe period cash flows to show additional detaifiaiincing activities in
the Consolidated and Combined Statements of Castisib conform to the current period presentatfaiditionally, certain December 31,
2012 balances affected by purchase price accoumtitige accompanying Consolidated and CombinedrieiahStatements were reclassifiec
accordance with ASC 805. The reclassifications haveffect on the previously reported net incomecI&ssifications related to the Darling
Acquisition are described in more detail previouslyhis footnote irSummary of Significant Accounting Policies — Adtjais Accounting —
Darling Acquisition.

Use of Estimates— The preparation of financial statements in adaoce with U.S. GAAP requires management to matmates and
assumptions that affect the amounts reported ilCthesolidated and Combined Financial Statementsaaodmpanying notes. Significant
estimates include the purchase price allocatioalsiation of certain real estate, valuations of gganwvards, valuation allowance on deferred ta
assets and reserves for warranty and self-insisksl. tActual results could differ from those estieza

Cash and Cash Equivalents— Cash and cash equivalents consist of cash amh d@mand deposits with financial institutions, and
investments with original maturities of 90 daydess. At December 31, 2013, the majority of the @any’s cash and cash equivalents were
invested in high-quality money market funds or epakit with major banks.

Restricted Cash — Restricted cash consists of $2.0 million pledtgedollateralize mortgage credit lines throughtiieates of deposit known
as Certificate of Deposit Account Registry Ser(iIC®ARS) and $22.8 million of funds used to collateze our Canadian lines of credit.

Concentration of Credit Risk — Financial instruments that potentially subjegtta concentrations of credit risk are primarilgltand cash
equivalents. Cash and cash equivalents include armoam deposit with financial institutions in theSJthat are in excess of the Federal De|
Insurance Corporation (“FDIC") federally insurehits of up to $250,000 and amounts on deposit fintimcial institutions in Canada that are
in excess of the Canadian Deposit Insurance CatiipardCDIC”) federally insured limits of up to $00000. No losses have been experiencet
to date.

In addition, the Company is exposed to credit tiskthe extent that mortgage and loan borrowers faidjo meet their contractual obligations.
This risk is mitigated by collateralizing the matged property or land that was sold to the buyer.
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Loans Receivable— Loans receivable, which consist of amounts damfland buyers and certain of the Company’s jearttures, are
generally secured by the underlying land, bearésteat average interest rates of 5.0% and 5.586@ecember 31, 2013 and 2012,
respectively, and mature at various dates thro@dfY 2The Company imputes interest based on relewarket data for loans with no stated
interest rate. The Company assesses the need &loamnce on in individual loan basis based otohisal experience, the value of the
underlying collateral, communications with the ctarparty, knowledge of the counterparty’s financiahdition and plans, present economic
conditions, and other factors considered relevgrihb Company. Allowances are generally recordemtlier expense (income), net when it
becomes likely that some amount will not be coil#et Loans receivable are written off when it &t&rmined that collection efforts will no
longer be pursued.

The following represents our loans receivable @tated allowance for credit losses (in thousands):

As of December 31

2013 2012
Loans receivable, gross $37,58¢ $50,93"
Allowance for credit losse (4,199 (2,359
Loans receivable, ni $33,39¢ $48,57¢

Mortgages Receivable— Mortgages receivable consists of mortgages thra buyers of Taylor Morrison homes that are firehthrough
Taylor Morrison’s mortgage brokerage subsidiary,H® Mortgages receivable are held for sale anadanéed at fair value, which is
calculated using observable market informationluidiog pricing from actual market transactions,astor commitment prices, or broker
quotations (seBlote 10 — Fair Value DisclosurgsDue to the short term nature of mortgages retse; an allowance for potential credit
losses is not deemed necessary.

Other Receivables— Other receivables primarily consist of amounie tfom buyers of condominiums, as well as otheowmts expected to
be recovered fromarious community development districts and wytitleposits. Allowances of $0.6 and $1.1 milliorDacember 31, 2013 ai
2012, respectively, are maintained for potentiatlidriosses based on historical experience, presemtomic conditions, and other factors
considered relevant by the Company. Allowancegarerally recorded in other expense (income), metnvit becomes likely that some
amount will not be collectible. Other receivables aritten off when it is determined that collectiefforts will no longer be pursued.

Year Ended December 31
(Dollars in thousands 2013 2012
Allowance — beginning of period $ 1,104 $ 3,95¢
Additions to allowanci — —
Amounts written ofi —

Change in estimates to preexisting allowa (546 (2,852
Allowance— end of perioc $ 5b¢ $ 1,10/

Property and Equipment, net— Property and equipment are recorded at costalemsmulated depreciation. Depreciation is generall
computed using the straight-line basis over thieneséd useful lives of the assets as follows:

Buildings: 20 — 40 years

Building and leasehold improvements: 10 years wraiaing life of building/lease term if less than yiéars
Information systems : over the term of the license

Furniture, fixtures and computer and equipment:/Syears

Model and sales office improvements: lesser of@yer the life of the community
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Maintenance and repair costs are expensed aséacurr

Tax Indemnification Receivable — The Predecessor Parent Company has indemnifidd Holdings for specific uncertain tax positions
existing as of the date of the transaction. An mdiication receivable was recorded at $129.7 onllat the time of the Acquisition. The
indemnification receivable also includes a periad@ease for accrued interest, penalties, andiaddl identified tax issues covered by the
indemnity, offset by periodic decreases as unaettad matters and related tax obligations are vesbIThe receivable due from the Predece
Parent Company for the indemnification is valuethatsame amount as the estimated income taxityalvihich is included as an offset to
income taxes payable in the Consolidated and Cazdlalance Sheets. The balance of the tax inderatidh receivable was $5.2 million a
$107.6 million at December 31, 2013 and 2012, retbpy.

Real Estate Inventory — Inventory consists of land, land under developtmeomes under construction, completed homespauatl homes.
Inventory is carried at cost. In addition to direatrying costs, the Company also capitalizes éstereal estate taxes, and related developmer
costs that benefit the entire community, sucheld fionstruction supervision and related directloead. Home construction costs are
accumulated and charged to cost of sales at hamsinglusing the specific identification method. datquisition, development, interest, ta:
overhead, and condominium construction costs &eaibd to homes and units using methods that ajppate the relative sales value method
These costs are capitalized to inventory from thiatpdevelopment begins to the point constructmodmpleted. Changes in estimated costs t
be incurred in a community are generally allocatethe remaining homes on a prospective basistfese communities that have been
temporarily closed or where development has besrodtinued, the Company does not allocate interesther costs to the community’s
inventory until activity resumes.

In accordance with the provisions of ASC Topic 38fperty, Plant, and Equipment“ASC 360") the Company reviews its real estate
inventory for indicators of impairment by commundtyring each reporting period. In conducting theéew for indicators of impairment at the
community level, the Company evaluates, among dthiegs, the margins on homes that have been detiyenargins on homes under sales
contracts in backlog, projected margins with regarfliture home sales over the life of the commymitojected margins with regard to future
land sales and the estimated fair value of the i@edf. Closeout communities (those communitieghviewer than 15 remaining homes) and
communities in which the actual or projected honagim is less than 10 percent are excluded fronatiadysis. If indicators of impairment are
present for a community, the Company performs alitiadal analysis to determine if the carrying \abf the assets in that community exct
the undiscounted cash flows estimated to be gezteint those assets. If the carrying value of tlsetasloes exceed their estimated
undiscounted cash flows, the assets are deemeglitogaired and are recorded at fair value as oafisessment date.

The Company estimates the fair value of a commursityg a discounted cash flow model. The key astiomgprelated to the projected cash
flows for each community are significantly impactedlocal market and economic conditions; thestugte, but are not limited to product type
by community, home-site sizes, sales pace, salesspisales incentives, construction costs, salésrarketing expenses, competitive
conditions, labor costs, and costs of materialgfakhich are inherently uncertain. Critical assutions in the Company’s cash flow model
include: (i) the projected absorption pace for haales in the community, based on general econcomiditions that will have an impact on
market in which the community is located and contipetwithin the market; (ii) the expected salekes and sales incentives to be offered,;
(iii) costs to build and deliver homes in the commitlyy including, but not limited to, land and laddvelopment costs, home construction costs
interest costs and overhead costs; and (iv) aliemases for the property, such as the possibifitg sale of the entire community to another
builder or the sale of individual home sites. Asptions are based on current development budgetthanel are no assumptions in increases il
either pace or price. Discount rates are determirs@ty a base rate, which may be increased depgnodithe total remaining lots in a
community, the development status of the landntheket in which it is located and if the produchigher-priced with potentially lower
demand. Historically, our discount rates have gahebeen in the range of 12.0% to 18.0%.

Since the estimates and assumptions included i€ dinepany’s cash flow models are based upon histarsults and projected trends, they dc
not anticipate unexpected changes in market camditbr strategies that may lead the Company ta imgditional impairment charges in the
future. Using available information, the Companicuakates its best estimate of projected cash fllmwgach community. The determination of
fair value also requires discounting the estimategh flows at a rate the Company believes a madtipant would determine to be
commensurate with the inherent risks associateld tvét assets and related estimated cash flow stteam
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Inventory impairment charges are recognized agaihstventory costs of a community, such as ldadd improvements, cost of home
construction and capitalized interest. For the yemded December 31, 2013, 2012 and 2011, no imeaircharges were recorded. In certain
cases, the Company may elect to stop developmehramarketing of an existing community if it beles the economic performance of the
community would be maximized by deferring developtrfer a period of time to allow for temporary maticonditions to improve. The
decision may be based on financial and/or operatimetrics as determined by the Company. If the famg decides to stop developing a
project, it will impair such project if necessaoyits fair value as discussed above and then daage development and/or marketing activity
until such a time when the Company believes thaketaonditions have improved and economic perfaiceacan be maximized.

The Company’s assessment of the carrying valugoassets typically includes subjective estimatdatafe performance, including the timi
of when development will recommence, the type ofipct to be offered, and the margin to be realiethe future, some of these inactive
communities may be re-opened while others may lie As of December 31, 2013, there were 19 inagtivgects with a carrying value of
$28.0 million of which $4.6 million and $23.4 mdh is in the East and West segments, respectieising the year ended December 31, 2
the Company placed one community into inactiveustand moved two communities into active status.

The life cycle of a community generally ranges fribmee to five years, commencing with the acquisitf unentitled or entitled land,
continuing through the land development phase candluding with the sale, construction, and dejiva@rhomes. Actual community lives will
vary based on the size of the community, the sadesrption rate, and whether the Company purchageproperty as raw land or finished l¢
As of December 31, 2013 and 2012 the Company wascselling in 197 and 120 communities, respesi.

As discussed in this note undavestments in Consolidated and Unconsolidatedtiéstiin the ordinary course of business, the Company
acquires various specific performance lots throexglting lot option agreements. Real estate noteolmder these contracts is consolidated

into real estate inventory with a correspondingility in loans payable and other borrowings in @ensolidated and Combined Balance
Sheets.

Inventory consists of the following (in thousands):

As of December 31

2013 20120
Operating communities $1,862,64! $1,267,90!
Real estate held for development or ¢ 381,09! 336,28°
Total owned inventor 2,243,74 1,604,18
Real estate not ownge 18,59t —
Total real estate invento $2,262,33'  $1,604,18

() Changes in the amounts recorded at Decembel032, i2late to adjustments made to the purchase gliiccation of the Darling
Acquisition. Inventory adjustments reflect the effef adjustments to the joint venture interesis tne underlying real estate assets after
consolidation
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Capitalized Interest— The Company capitalizes certain interest costsabestate inventory during the development andtcoction periods
Capitalized interest is charged to cost of homsinlps when the related inventory is delivered.regecapitalized, incurred, and expensed is a
follows (in thousands):

Predecessc
July 13, 2011
Year Ended
December 31 Through January 1
Through
December 31
July 12,
2013 2012 2011 2011
Interest capitalized — beginning of period $ 59,64 $ 27,491 $ — $ 68,20:
Interest incurres 79,24 62,46¢ 37,60! 23,09:
Interest expense not qualified for capitalization ancluded as interest
expenst (812) — — —
Interest amortized to cost of home closi (50,977 (30,31¢) (10,119 (19,429
Foreign currency adjustme — — — 51
Interest capitalize— end of perioc $ 87,10! $ 59,64 $ 27,49 $ 71,92

Land Deposits — The Company pays deposits related to land optaon land purchase contracts, which are capithlizeen paid and
classified as land deposits until the associateggaty is purchased. To the extent the deposita@merefundable, they are charged to expense
if the land acquisition process is terminated otamger determined probable. The Company reviewdikielihood of the acquisition of
contracted lots in conjunction with its periodi@restate inventory impairment analysis. Non-refbid deposits are recorded as a componen
of real estate inventory in the accompanying Cadat#d and Combined Balance Sheets at the timéapesit is applied to the acquisition
price of the land based on the terms of the unaeylggreements. Refundable deposits are recorde@paid expenses and other assets, net i
the accompanying Consolidated and Combined BalSheets.

The Company is subject to the usual obligations@ated with entering into contracts, includingioptcontracts, for the purchase,
development, and sale of real estate inventoriérréutine conduct of its business. The Companyabgsired a number of land purchase
option contracts, generally through cash depositstters of credit, for the right to purchase lamdots at a future point in time with
predetermined terms. The Company does not haeedithe property and the creditors generally lraveecourse against the Company, excey
in Canada where sellers have full recourse undgutsty regulations. The Company’s obligations wihpect to the option contracts are
generally limited to the forfeiture of the relatedn-refundable cash deposits and/or letters ofitcrésl of December 31, 2013 and 2012, the
Company had the right to purchase approximately@Gand 5,013 lots under land option and land pweltantracts, respectively, which
represents an aggregate purchase price of $500i@maind $268.0 million as of December 31, 2018 2612, respectively. As of

December 31, 2013, the Company had $43.7 millidand deposits and had posted $14.9 million iretstof credit related to land options and
land purchase contracts. As of December 31, 20E2Company had $28.7 million in land deposits aadl fosted $0.2 million in letters of
credit related to land options and land purchasgraots.

For the years ended December 31, 2013, 2012 arid 86limpairment of option deposits and capitalipegtacquisition costs for abandoned
projects were recorded. The Company continuesatuate the terms of open land option and purchastacts and may impair option
deposits and capitalized pre-acquisition costaénftiture, particularly in those instances whengl Isellers or third-party financial entities are
unwilling to renegotiate significant contract terms

Investments in Consolidated and Unconsolidated Erttes— In the ordinary course of business, the Compantgre into land and lot option
purchase contracts in order to procure land orftotthe construction of homes. Lot option contsaemhable the Company to control significant
lot positions with a minimal capital investment aubstantially reduce the risks associated witl @amnership and development. The
Company is also involved in several joint ventuséth independent third parties for homebuilding\dties. The Company uses the equity
method of accounting for entities it does not colndr where it does not own a majority of the eaoiminterest, but has the ability to exercise
significant influence over the operating and finahpolicies of the investee. For those unconstdidaentities in which the Company functions
as the managing member, the Company has evallaedhts held by its joint venture partners antkdrined that they have substantive
participating rights that preclude the presumptiéoontrol. For joint
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ventures accounted for using the equity methodCihapany’s share of net earnings or losses isdeclun equity in income of unconsolidated
entities when earned and distributions are credigainst its investment in the joint venture wheeeived. Sedlote 3 — Investments in
Unconsolidated EntitieRor financial statement information related to unsolidated entities.

In accordance with ASC Topic 810pnsolidation, the Company has concluded that when it enteosantoption or purchase agreement to
acquire land or lots and pay a non-refundable dgmosariable interest entity (“VIE") may be credtbecause the Company is deemed to hav
provided subordinated financial support that wilkarb some or all of an entity’s expected loss#seif occur. For each VIE, the Company
assesses whether it is the primary beneficianirbydetermining if the Company has the abilityctmtrol the activities of the VIE that most
significantly affect its economic performance. Sachivities include, but are not limited to, thelidpto determine the budget and scope of |
development work, if any; the ability to contrahd@incing decisions for the VIE; the ability to acguadditional land into the VIE or dispose of
land in the VIE not under contract with the Compaayd the ability to change or amend the existipiipa contract with the VIE. If the
Company is not able to control such activitiess itot considered the primary beneficiary of th&MIf the Company does have the ability to
control such activities, the Company will contiriteeanalysis by determining if it is expected teath a potentially significant amount of the
VIE’s losses or, if no party absorbs the majoritygach losses, if the Company will potentially bfénieom a significant amount of the VIE'’s
expected gains. If the Company is the primary heig¥ of the VIE, it will consolidate the VIE ind Consolidated and Combined Financial
Statements and reflect such assets and liabiisegal estate not owned under option agreemetitiiie Companyg inventory balance in t
accompanying Consolidated and Combined BalancetStesReal Estate Inventorgbove). The Company’s exposure to loss relatet$ to i
option contracts with third parties and unconsaédeaentities consists of non-refundable option dépdotaling $43.7 million and

$28.7 million, as of December 31, 2013 and 201&yeetively. Additionally, the Company posted $1dhiflion and $0.2 million of letters of
credit in lieu of cash deposits under certain aptiontracts as of December 31, 2013 and 2012, c¢teply. Creditors of these VIEs, if any,
generally have no recourse against the CompanyNsexe9 — Debt — Letters of Credit, Surety Bonds@Gundrantees.

The evaluation of the Compamyinvestment in unconsolidated entities includetagecritical assumptions made by managementprdjectec
future distributions from the unconsolidated eesfi(2) discount rates applied to the future distions; and (3) various other factors. The
Company’s assumptions on the projected futureibigions from the unconsolidated entities are ddpehon market conditions. Specifically,
distributions are dependent on cash to be genefaedthe sale of inventory by the unconsolidatetities. Such inventory is also reviewed
potential impairment by the unconsolidated entitidse unconsolidated entities generally use a discmate of approximately 12-18% in their
reviews for impairment, subject to the perceivattsiassociated with the community’s cash flow stieeelative to its inventory. If a valuation
adjustment is recorded by an unconsolidated erdltited to its assets, the Company’s proportiosiaéee is reflected in the equity in income
from unconsolidated entities with a correspondiagrdase to its investments in unconsolidated estiti

The Company evaluates its investments in uncores@liientities for indicators of impairment duriragle reporting period. A series of
operating losses of an investee or other factogsinticate that a decrease in value of the Commaimyestment in the unconsolidated entity
has occurred which is other-than-temporary. Thewarnhof impairment recognized is the excess of tivestment’s carrying amount over its
estimated fair value. Additionally, the Company siolers various qualitative factors to determing dlecrease in the value of the investment is
other-thantemporary. These factors include age of the vensiage in its life cycle, intent and ability féret Company to recover its investrr

in the entity, financial condition and long-ternoppects of the entity, short-term liquidity neeflthe unconsolidated entity, trends in the
general economic environment of the land, entitieinséatus of the land held by the unconsolidatdityeoverall projected returns on
investment, defaults under contracts with thirdipar(including bank debt), recoverability of tieéstment through future cash flows and
relationships with the other partners. If the Compbelieves that the decline in the fair valuehaf investment is temporary, then no
impairment is recorded. We did not record any impant charges for the years ended December 31, 2012 or 2011.

Non-controlling Interests — Joint Ventures — The Company consolidates joint ventures whes tihé primary beneficiary. Therefore, those
entities’ financial statements are consolidatethexCompany’s Consolidated and Combined Finant&ke8ients and the other partners’ equity
is recorded as non-controlling interests — joimtuees.
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Non-controlling Interests — Principal Equityholders — In the Reorganization Transactions (Bkde 16 — Capital Structure —
Reorganization Transactior), immediately prior to the Company’s IPO, the &rig holders of TMM Holdings limited partnershipénests

(the Principal Equityholders, members of manageraadtthe Board of Directors), exchanged their Bahipartnership interests for limited
partnership interests of a newly formed limitedtparship, New TMM (the “New TMM Units”). For eached/ TMM Unit received in the
exchange, the Principal Equityholders, membersafagement and the Board of Directors also recedliegktly or indirectly, a corresponding
number of shares of the Company’s Class B commakspar value $0.00001 per share (the “Class Br@omStock”). All of the Company’s
Class B Common Stock is owned by the Principal ffoiders, members of management and the Boardre€®rs. The Company’s Class B
Common Stock has voting rights but no economictsigbne share of Class B Common Stock, togethéravie New TMM Unit is
exchangeable into one share of the Compafiyass A Common Stock. The Company sold Class ir@on Stock to the investing public in
initial public offering. The proceeds received I tinitial public offering were used by the Compamyurchase New TMM Units, such that
Company owns an amount of New TMM Units equal smdmount of the Company’s outstanding shares afsAaCommon Stock. The
Company’s Class A Common Stock has voting rightsesonomic rights. Also, in the Reorganization Bastions, the Company became the
sole owner of the general partner of New TMM. As ¢feneral partner of New TMM, the Company exerais@tusive and complete control
over New TMM. Consequently, the Company consolislédtew TMM and records a non-controlling interesiténConsolidated and Combined
Balance Sheet for the economic interests in New TMixéctly or indirectly, held by the Principal Btynolders, members of management anc
the Board of Directors.

The Non-controlling interests — Principal Equitytiels percentages at December 31, 2013 are as $ollow

Shares
Outstanding Percentagt
Class A Common Stock 32,857,80 26.%%
Class B Common Stoc 89,451,16. 73.1
Total 122,308,96 100.(%

Activity in the Non-controlling interests — PrineipEquityholders and former controlling interesés imcome (loss) amounts is as follows (in
thousands):

Year Ended
December 31, 201
Post-IPO Non-controlling Interests — Principal Bgholders $ 123,53.
Pre-IPO Controlling Interes (73,959
Non-controlling Interest— Principal Equityholder $ 49,57¢

Pre-IPO activity is for the period prior to ApriD,12013 while post-IPO is activity subsequent tat thate.

Goodwill — The excess of the purchase price of a busiregssition over the net fair value of assets a@yland liabilities assumed is
capitalized as goodwill in accordance with ASC To@hO0,Intangibles — Goodwill and Oth¢fASC 350”). ASC 350 requires that goodwill
and intangible assets that do not have finite livetsbe amortized, but instead be assessed foiirimgat at least annually or more frequently if
certain impairment indicators are present. There meagoodwill recorded in connection with the Aaitibn on July 13, 2011 (sédote 4 —
Goodwill and Other Intangible AssétsThe Company recorded $23.4 million of goodwéllated to the purchase price allocation for thdibg
Acquisition. We perform our annual impairment tégting the fourth quarter or whenever impairmeudidgators are present. No goodwill
impairment charges were recorded for the yearsceBeéeember 31, 2013 and 2012.

Income Taxes — We account for income taxes in accordance WBCA opic 740Income Taxe§'ASC 740") . Deferred tax assets and
liabilities are recorded based on future tax coneages of both temporary differences between treuats reported for financial reporting
purposes and the amounts deductible for incomeugxoses, and are measured using enacted taerqtested to apply in the years in which
the temporary differences are expected to be reedwar settled. The effect on deferred tax assutdiabilities of a change in tax rates is
recognized in earnings in the period when the cbsage enacted.
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In accordance with the provisions of ASC 740, weqatcally assess our deferred tax assets, inciuttie benefit from net operating losses, to
determine if a valuation allowance is required.gluation allowance must be established when, baged available evidence, it is more likely
than not that all or a portion of the deferreddazets will not be realized. Realization of theedeefd tax assets is dependent upon, among oth
matters, taxable income in prior years availabtectaryback, estimates of future income, tax plagrstrategies, and reversal of existing
temporary differences.

Insurance Costs and Self-Insurance Reserves- We have certain deductible limits under our vessk compensation, automobile, and
general liability insurance policies, and we recexgense and liabilities for the estimated costsodéntial claims for construction defects. The
excess liability limits are $50 million per occumge in the annual aggregate and apply in exceaatomobile liability, employer’s liability
under workers compensation and general liabilitycpes. We also generally require our sub-contrecemd design professionals to indemnify
us for liabilities arising from their work, subject certain limitations. We are the parent of Bentndemnity Company (“Beneva”), which
provides insurance coverage for construction deféisicovered during a period of time up to 10 yéaliewing the sale of a home, coverage
for premise operations risk, and property coversige accrue for the expected costs associated dtdeductibles and self-insured amounts
under our various insurance policies based ontigsiiaclaims, estimates for claims incurred but regtorted, and potential for recovery of cc
from insurance and other sources. The estimatesusject to significant variability due to factossich as claim settlement patterns, litigation
trends, and the extended period of time in whicbrastruction defect claim might be made after tbhsing of a home.

Warranty Reserves:

U.S. Operations— The Company offers warranties on homes thatrgdiggrovide for limited one-year warranties toveo various defects in
workmanship or materials or to cover structuralstorction defects. The Company may also offer géorstructural warranty in certain
markets or to comply with regulatory requiremeNt&arranty reserves are established as homes cl@edamount estimated to be adequate to
cover expected costs of materials and outside ldinong warranty periods. The Company’s warrangerees are based on factors that include
an actuarial study for structural warranty, histatiand anticipated warranty claims, trends rel&esimilar product types, number of home
closings, and geographical areas. The structurabwgy is carried by Beneva Indemnity Company, aNyhowned subsidiary of TMC. The
Company also provides third-party warranty coveragéomes where required by Federal Housing Adinatien or Veterans Administration
lenders.

Canadian Operations— The Company offers a limited warranty that gatigiprovides for seven years of structural coverdgo years of
coverage for water penetration, electrical, plurgblmeating, and exterior cladding defects; andy@a of coverage for workmanship and
materials. The Company is responsible for perfognaith of the work during the warranty period. Aseault, warranty reserves are established
as homes close in an amount estimated to be agetuabver expected costs of materials and labanglwarranty periods. The warranty
reserves are determined using historical experianddrends related to similar product types, andber of home closings.

The Company regularly reviews the reasonablenessadaquacy of warranty reserves and makes adjuttretne balance of the preexisting
reserves to reflect changes in trends and histadata as information becomes available. Warragsgrves are included in accrued expenses
and other liabilities in the accompanying Consdkdaand Combined Balance Sheets. A summary ofttheges in the Company’s warranty
reserves is as follows (in thousands):

Predecesso
July 13, 2011
Year Ended December 31
Through
December 31 January 1
Through
2013 2012 2011 July 12, 201;
Reserve — beginning of period $
$ 39,76( 43,15¢ $ 45,92¢ $ 50,06¢
Purchase price allocation adjustme — — (2,73)) —
Additions to reserve 16,40¢ 3,09¢ 2,95( 9,63¢
Costs and claims incurre (13,159 (10,85¢) (15,429 (16,267
Changes in estimates to -existing reserve (1,102 4,03¢ 13,03¢ 2,34¢
Foreign currency adjustme (5049 32¢ (598 147
Reserve— end of perioc $ 41,40 $ 39,76( $ 43,15¢ $ 45,92¢

96



Table of Contents

Revenue Recognition:

Home Sale — Revenues from home sales are recorded at classirgg the completed contract method of accourdtrthe time each home is
delivered, title and possession are transferr¢dedouyer, there is no significant continuing inkehent with the home, and the buyer has
demonstrated sufficient initial and continuing istraent in the property.

Condominium Sales— Revenues from the sale of condominium unitet®gnized when construction is beyond the prelimistage, the
buyer is committed to the extent of being unableetpuire a refund under applicable laws excephéar-delivery of the unit, sufficient units in
the project have been sold to ensure that the propéll not be converted to a rental property, #ades proceeds are collectible, and the
aggregate sales proceeds and the total cost pfdfect can be reasonably estimated. For the Coyp&anadian high-rise condominiums,
these conditions are met when a certificate of panay has been received, all significant conditioingegistration have been performed anc
purchaser has the right to occupy the unit.

Land Sale:— Revenues from land sales are recognized whendittansferred to the buyer, there is no signifiemntinuing involvement, ar
the buyer has demonstrated sufficient initial aodtionuing investment in the property sold. If theybr has not made an adequate initial or
continuing investment in the property, the profitsuch sales is deferred until these conditionsrate

Mortgage Operation — Revenues from loan origination are recognizetti@time the related real estate transactions@releted, usually
upon the close of escrow. All of the loans Taylasrkison Home Funding, LLC (“TMHF") originates areld within a short period of time,
generally 20 days, on a nonrecourse basis as futéseribed ifNote 9 — Debt — Mortgage Company Loan Facilitiéter the loans are sol
the Company retains potential liability for possilslaims by purchasers of the loan that it breacleethin limited industry-standard
representations and warranties in the loan sakeaggnt. Gains or losses from the sale of mortgaigesecognized based on the difference
between the selling price and carrying value ofrtiated loans upon sale.

Deposits — Forfeited buyer deposits related to home, coridiim, and land sales are recognized in other es@@éncome), net in the
accompanying Consolidated and Combined Statemégperations in the period in which the Companyedwines that the buyer will not
complete the purchase of the property and the dtepatetermined to be non-refundable to the buyer.

Sales Discounts and Incentives The Company grants home buyers sales discountmegitives from time to time, including cash discts,
discounts on options included in the home, optipgrades and seller-paid financing or closing cd3iscounts are generally accounted for as
reduction in the sales price of the home.

Advertising Costs — We expense advertising costs as incurred. Abvegtcosts were $24.5 million and $15.4 milliom foe years ended
December 31, 2013 and 2012, $6.1 million for theqgoefrom July 13, 2011 through December 31, 2@iH $7.0 million for the period from
January 1, 2011 through July 12, 2011.
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Earnings Per Common Share —Basic earnings per common share is computed bylidiyinet income available to TMHC by the weighted
average number of Class A Common Stock outstartdlinigg the period. Diluted earnings per share gaefésct to the potential dilution that
could occur if Class B Common Stock and New TMM tdnvere exchanged for Class A Common Stock anquiity awards to issue common
stock that are dilutive were exercised (in thousand

Year Ended

December 31, 201
Numerator:
Net income available to TMH— basic $ 45,42(
Pre-IPO Principal Equityholde’ nor-controlling interes 123,53.
Net income available to TMH— diluted $ 168,95.
Denominator
Weighted average shar— basic 32,84(
Pre-IPO Principal Equityholde’ nor-controlling interes 89,46¢
Restricted stock unit 9
Stock options 1
Weighted average shar—diluted 122,31¢
Earnings per common sha
Basic $ 1.3¢
Diluted $ 1.3¢

The Company excluded 1,439,645 stock options fioercalculation of earnings per common share foy#ae ended December 31, 2013 as
their inclusion is anti-dilutive.

The shares of Class B Common Stock do not haveoetiarrights (including no rights to dividends osalibution on liquidation), but only ha
voting rights and therefore are not participatirgwities. Accordingly, basic net income per shsurgot presented for these shares.

Recently Issued Accounting Pronouncements— In July 2013, the FASB issued Accounting Staddaspdate (“ASU 2013—-11pcome
Taxes, which provides guidance on the financial statempe@sentation of an unrecognized tax benefit wdneet operating loss carryforward,
similar tax loss, or tax credit carryforward exisdSU 2013-11 is effective for the Company begignianuary 1, 2014. The Company does nc
anticipate the adoption of ASU 2013-11 will havenaterial effect on its Consolidated and CombinetRcial Statements or disclosures.

In April 2013, the FASB issued ASU 2013-Q4abilities (“ASU 2013-04"), which provides guidance for theagnition, measurement, and
disclosure of obligations resulting from joint aseleral liability arrangements for which the t@alount of the obligation is fixed at the
reporting date. ASU 2013-04 is effective for then@any beginning January 1, 2014. The Company dokeanticipate the adoption of ASU
2013-04 will have a material effect on its Consaletl and Combined Financial Statements or disassur

3. INVESTMENTS IN UNCONSOLIDATED ENTITIES

The Company participates in a number of joint vesgwvith unrelated third parties. These entitiesganerally involved in real estate
development, mortgage lending or title servicese Tompany uses the equity method of accountingsanvestments in unconsolidated
entities, which are not VIEs and which the Compdags not control, but normally has ownership irgerep to 65.0% in Canada.
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Summarized condensed, unaudited financial infolwnadf unconsolidated entities that are accountetifdhe equity method is as follows (in
thousands):

As of December 31

2013 2012
Assets:
Real estate inventol $434,41: $364,10!
Other asset 138,94( 109,01(
Total asset $573,35: $473,11!
Liabilities and owner' equity:
Debt $139,35! $162,19°
Other liabilities 174,37. 193,89
Total liabilities $313,72t $356,09:«
Owner¢ equity:
TMM Holdings 139,55( 57,831
Others 120,07! 59,18¢
Total owner’ equity 259,62! 117,02:
Total liabilities and owne’ equity $573,35: $473,11!
Predecessc
July 13 January 1
Through Through
Year Ended December 31 December 31 July 12,
2013 2012 2011 2011
Revenues $ 343,14! $ 238,76 $ 77,42¢ $ 22,37
Costs and expens (248,529 (180,596 (61,86() (17,02)
Income of unconsolidated entiti $ 94,61¢ $ 58,16 $ 15,56¢ $ 5,34]
Compan’s share in income of unconsolidated enti $ 37,56! $ 22,96 $ 5247 $ 2,80

The Company has investments in, and advancesiander of joint ventures with unrelated partiesléwelop land and to develop
condominium projects, including for-sale resideintisits and commercial space. Some of these ja@ntures develop land for the sole use of
the venture participants, including the Companyl atihers develop land for sale to the joint venpagicipants and to unrelated builders. The
Company’s share of the joint venture profit relgtto lots the Company purchases from the jointwestis deferred until homes are delivered
by the Company and title passes to a homebuyer.

The investment in unconsolidated entities on tfewarpanying Consolidated and Combined Balance Shseai§ December 31, 2013 and 2012
includes the fair value adjustments as a resysuothase accounting, while the amounts in this fartéhe corresponding periods represent the
original equity amounts.

Fair value adjustments for the Company’s investnrennconsolidated entities are recorded at thealamated level and are amortized against
the Company’s share of earnings of the underlyaigt ventures as the underlying joint venture asaet sold.
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4. GOODWILL AND OTHER INTANGIBLE ASSETS
Goodwill

A summary of the changes in goodwill during 2018 8013 is as follows (in thousands):

Balance at January 1, 2012
Additions

Balance at December 31, 20
Adjustments®)

Adjusted balance at December 31, 2!
Additions

Adjustments

Balance at December 31, 20

Carrying

Value

15,52¢

(1) Represents adjustments made in 2013 to the purghiaseallocation for the December 31, 2012 actjoisiof Darling (seeNote 2 —
Summary of Significant Accounting Polic— Acquisition Accountin— Darling Acquisition).

Intangible assets

A summary of the changes in the opening balanaé Becember 31, 2012 is as follows (in thousands):

Balance at December 31, 2012
Adjustments(d)

Adjusted balance at December 31, 2!

Carrying

(1) Represents adjustments made in 2013 to the purphizeeallocation for the December 31, 2012 actjoisiof Darling (seeNote 2 —
Summary of Significant Accounting Polic— Acquisition Accountin— Darling Acquisition).

Intangible assets consist of the following (in thands):

As of December 31, 201

As of December 31, 201

Weighted Weighted
Average Average
Gross Remaining Gross Remaining
Carrying  Accumulated Foreign Carrying  Accumulated
Currency Useful Useful
Amount  Amortization  Translation Net Life Amount  Amortization Net Life @
Tradenames $11,42¢ $ (2,630 $ (404 $ 8,39« 7.2 $11,44¢ $ (1516 $ 9,93¢ 8.7
Lot option contracts and land
supplier relationship 6,00( (3,040 — 2,96( 3.C 6,00( — 6,00( 2.C
FMV Leases 224 32 — 192 6.C 224 — 224 5.C
Non-compete covenan 2,60( (439) — 2,167 5.C 2,60( — 2,60( 6.C
Total $20,25: $ (6,135 $ (404 $13,71: $20,27¢ $ (1,516 $18,7513

1) Remaining useful life is weighted average, caladdiased on the net book value and the remainingtaation period of each respeci

intangible asse

(@ Change from previously reported amount is due jostiients made in 2013 to the purchase price ditotéor the December 31, 2012

Darling Acquisition. See reconciliation in the talabove
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Amortization expense recorded during the years émEember 31, 2013 and 2012 was $1.6 million dnd fillion, respectively, and for the
period from July 13, 2011 through December 31, 2@ $0.5 million. Additionally, during the yearded December 31, 2013, $3.0 million
of lot option contracts were reclassified to resthée inventory as the lot options were exercised.

As of December 31, 2013, future amortization expdos intangible assets is estimated to be (inshods):

2014 $ 3,40:
2015 2,13(
2016 1,99(
2017 1,922
2018 1,717
Thereaftel 2,551
Total $13,71:

5. PREPAID EXPENSES AND OTHER ASSETS

Prepaid expenses and other assets consist oflkbwifg (in thousands):

As of December 31

2013 2012
Prepaid expenses $73,68: $ 65,02:
Other asset 25,18" 37,93(
Total prepaid expenses and other as $98,87( $102,95:

Our prepaid expenses consist primarily of prepaiok dssue costs, sales commissions, sales prasentahters and model home costs, such a
design fees and furniture. The prepaid sales cosionis are recorded on pre-closing sales activitidich are recognized on the ultimate
closing of the units to which they relate. The nmdueme and sales presentation centers costs aténpadlvance and amortized over the life of
the project on a per-unit basis, or a maximum mddtyears. Other assets consist primarily of varaqperating and escrow deposits, golf club
membership inventory, pre-acquisition costs anéotieferred costs.

6. PROPERTY AND EQUIPMENT

Property and equipment are stated at cost, lessradated depreciation. Gross property and equipmetitaccumulated depreciation,
excluding software licenses, at December 31, 20t33ecember 31, 2012, was as follows:

As of December 31

2013 2012
Property and equipment, gross $14,58¢ $11,22¢
Accumulated Depreciatio (7,079 (4,802
Property and equipment, r $ 7,51¢ $ 6,428

Depreciation expense was $2.3 million for the yerading December 31, 2013, $3.1 million for the yesadled December 31, 2012, $1.7 million
for the period from July 13, 2011 to December 31, 2and $1.6 million for the period from Januarp@11 through July 12, 2011.
Depreciation expense is recorded in general andréstnative expenses in the accompanying Consaaland Combined Statements of
Operations.
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7. ACCRUED EXPENSES AND OTHER LIABILITIES

Accrued expenses and other liabilities consisheffollowing (in thousands):

As of December 31

2013 2012
Real estate development costs to complete $ 28,49! $ 31,90«
Compensation and employee bene 49,36: 47,554
Insurance, litigation reserves, and other profesditees 6,93¢ 9,104
Selfinsurance and warranty resen 41,40: 39,76(
Interest payabl 17,02« 12,36(
Merger and restructuring resen 1,32¢® 2,212
Property and sales taxes paye 22,731 13,091
Other accrual 47,22¢ 57,42:
Total accrued expenses and other liabili $214,50( $213,41«

@ As aresult of the July 2007 combination of taeemt companies of Taylor Woodrow Holdings (USA).] and Morrison Homes, Inc.
(Taylor Woodrow plc and George Wimpey plc, respayi), the Company incurred total merger and restming charges of
$34.9 million. The remaining liability for restrustng costs of $1.3 million and $2.2 million inclkd in accrued expenses and other
liabilities at December 31, 2013 and 2012, respeltj relate to lease termination costs that wélgaid through March of 201

8. LOANS PAYABLE AND OTHER BORROWINGS

Loans payable and other borrowings as of Decembe2@L3 and 2012 consist of amounts due to vatamgsellers and $27.6 million of debt
payable to the former owners of Darling. $&me 2 — Summary of Significant Accounting Polieiedcquisition Accounting — Darling
Acquisitionfor more information related to the Company’s DebenB31, 2012 acquisition of Darling. Loans paydigar interest at rates that
ranged from 0% to 8% at December 31, 2013 and 28id®generally are secured by the land that wasir@chwith the loans. The Company
imputes interest for loans with no stated interats.

Principal maturities of loans payable and otherdwaings for the year ending December 31, 2013 sufeliows (in thousands):

2014 $146,44!
2015 48,59¢
2016 34,91«
2017 16,98¢
2018 41,51
Thereatfte! 12,24(
Total loans payable and other borrowi $300,69:

9. DEBT
2020 Senior Notes

On April 13, 2012, TMC and Monarch (together, tlB®hd Co-Issuers”) issued $550.0 million of 7.75%i8eNotes due 2020 (the “Initial
2020 Senior Notes”) at an initial offering priceX¥0.0% of the principal amount (the “Offering”)hd net proceeds from the sale of the Initial
2020 Senior Notes were $537.4 million, net of detie costs of $12.6 million, and were used, i, parepay $350.0 million of the Sponsor
Loan (as discussed below). The remaining procekdpmyoximately $187.4 million from the Offering meused by the Bond Co-Issuers for
general corporate purposes. An additional $3.0onilbf debt issue costs were settled outside tinel Ippoceeds.
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On August 21, 2012, the Bond Co-Issuers issuediditianal $125.0 million of 7.75% Senior Notes &0 (the “Additional 2020 Senior
Note¢” together with the Initial 2020 Senior Notes ttf#)20 Senior Notes”) at an initial offering priceld¥5.5% of the principal amount,
resulting in the Company recording an original espuemium of $6.9 million, which amortizes over tifie of the Additional 2020 Senior
Notes. The Bond C-Issuers received $132.5 million including prepaigrest, net of debt issue costs of $3.1 millibne net proceeds of the
Additional 2020 Senior Notes were used for genevgborate purposes. The Additional 2020 Senior dlatere issued pursuant to the existing
indenture for the 2020 Senior Notes.

On April 12, 2013, TMHC used $204.3 million of thet proceeds of the IPO to acquire new TMM UnitsrflNew TMM (at a price equal to
the price paid by the underwriters for shares @s€IA Common Stock in the IPO). New TMM contribusedh net proceeds to TMM
Holdings, which then contributed such net procdedkhe Bond Cdssuers to redeem $189.6 million aggregate prim@psount of 2020 Senic
Notes (at a purchase price equal to 103.875% af ph@cipal amount, plus accrued and unpaid irgeoé $7.3 million through the date
redemption). The Initial 2020 Senior Notes andAlditional 2020 Senior Notes were repurchased proaata basis based on aggregate
principal amount outstanding at the time. The Camgparote off $4.6 million of unamortized debt issgea costs and $1.8 million of original
issue premium and incurred a call premium of $7ilBan related to the redemption. These costs actuded in loss on extinguishment of debt
in the accompanying Consolidated and Combined ®&tés of Operations for the year ended Decembe2(RII3.

There were approximately $10.6 million and $16.8iom in unamortized debt issue costs related ©2620 Senior Notes at December 31,
2013 and 2012, respectively, which are includegrépaid expenses and other assets, net on the pangimg Consolidated and Combined

Balance Sheets. During the year ended Decemb@038,and 2012, the Company amortized $1.9 milliweh $1.8 million of such debt issue
costs, respectively. There is $4.1 million of unatized original issue premium included in the Adufial 2020 Senior Notes.

The 2020 Senior Notes will mature on April 15, 20R@Qerest on the 2020 Senior Notes accrues a84 J& annum, payable semiannually in
arrears on April 15 and October 15 of each yealigations to pay principal and interest on the 2@2ior Notes are guaranteed by TMM
Holdings and the U.S. homebuilding subsidiariediéctively, the “Guarantors”each of which is directly or indirectly 100.0% owingy TMM
Holdings. Such guarantees are full and unconditj@ral joint and several. The Company does notigeoseparate financial statements of the
Guarantors or condensed consolidating financiarmfation because the 2020 Senior Notes are nattezgd and are not subject to registratior
rights. The 2020 Senior Notes and the guaranteesamior unsecured obligations of the Bond Co-Issaed the Guarantors. The indenture fol
the 2020 Senior Notes contains covenants that (ijrithe making of investments, (ii) the paymendofidends and the redemption of equity
and junior debt, (iii) additional indebtedness) @gset dispositions, (v) mergers and similar cajgotransactions, (vi) the incurrence of liens,
(vii) payments and asset transfers among the issuet restricted subsidiaries and (viii) transaxtioith affiliates, among other items. The
indenture governing the 2020 Senior Notes contaiissomary events of default. The most restrictiveenant of the indenture requires a fixed
charge coverage ratio of 2.00 to 1.00. At Decen3deR013, the Company'’s fixed charge coverage vedi® 4.80 to 1.00.

The Bond Co-Issuers are entitled to redeem up % dfthe aggregate principal amount of the 2020@dotes at a redemption price of
107.750% of the aggregate principal amount plusugttand unpaid interest on or after April 15, 2@h8 prior to April 15, 2015. Following
the redemption of $189.6 million aggregate princgraount of 2020 Senior Notes on April 12, 201& Bond Co-Issuers are entitled to
redeem an additional $80.4 million of 2020 Seniotd$ pursuant to the redemption provision.

Upon a “Change of Control” (as defined in the inmea governing the 2020 Senior Notes), the Bond<Saers would be required to make an
offer to repurchase all outstanding 2020 SenioreNlatt a purchase price equal to 101% of the aggregacipal amount, plus accrued and
unpaid interest. The Bond Qssuers, under certain conditions, are requireaffar to use unapplied proceeds from certain asales to redee!
the 2020 Senior Notes at par.

2021 Senior Notes

On April 16, 2013, the Bond Co-Issuers completedissuance of $550.0 million aggregate principabant of 5.25% Senior Notes due 2021
(the “2021 Senior Notes”). The net proceeds fromitisuance of the 2021 Senior Notes were
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$541.7 million net of $8.3 million of debt issuanmests paid to underwriters, were used by the Bomdssuers to repay the outstanding
balance under the Restated Revolving Credit Fadilid for general corporate purposes, includingtirehase of additional land inventory.

There were approximately $8.7 million in total uratized debt issue costs at December 31, 2013tktatthe 2021 Senior Notes, which are
included in prepaid expenses and other assetsnrtbe accompanying Consolidated and Combined Bal&heets. These costs are amortizec
to interest (income) expense in the accompanyings@alated and Combined Statements of Operationsn@the years ended December 31,
2013, the Company amortized $0.9 million of defémebt issue costs.

The 2021 Senior Notes are guaranteed by the same@uors that guarantee the 2020 Senior Notes areldubstantially the same terms and
covenants as the 2020 Senior Notes, except that:

» the maturity date is April 15, 202
» the interest rate is 5.25% per annt

» the Bond Co-Issuers may redeem Issuers magmedeme or all of the 2021 Senior Notes at any fineg to April 15, 2016, at a
redemption price equal to 100.0% of the aggregateipal amount of the 2021 Senior Notes to be eetled, plus a make-whole
premium and accrued and unpaid interest, if anypubnot including, the redemption da

* on or after April 15, 2016, the Bond Co-Issumay also redeem some or all of the 2021 Senioedat the redemption prices
specified in the indenture relating to the 2021iG&eNotes; anc

» atany time prior to April 15, 2016, the Bond-{Ssuers may also redeem up to 40% of the origiggitegate principal amount of 1
2021 Senior Notes with the net cash proceeds tdinezquity offerings, at a redemption price edoal05.250% of the aggregate
principal amount of the 2021 Senior Notes to beeaded, plus accrued and unpaid interest, if anyubnot including, the
redemption date

The 2021 Senior Notes do not have any registraigirs.

Revolving Credit Facility

In 2011, TMC and Monarch (together, the “OriginavRlver Co-Borrowers”) entered into a $75.0 milliRevolving Credit Facility secured by
the underlying assets of the U.S. operations. fjution with the August 21, 2012 2020 Senior Naiéfering, the Original Revolver Co-
Borrowers exercised the incremental feature ofakgity and expanded the line to $125.0 millioncapacity. In December 2012, availability
under the Revolving Credit Facility was further arded to $225.0 million.

On April 12, 2013, the Original Revolver Co-Borrawentered into an amendment agreement (the “Amentijito the Revolving Credit
Facility (the “Restated Revolving Credit Facility"Jhe Amendment, among other things: (i) convetiedRevolving Credit Facility into an
unsecured facility; (ii) reduced the Eurodollar kggtion margin from 3.25% to 2.00% (subject tdepsup or step-down based on a
capitalization ratio) and base rate applicable rnairgm 2.25% to 1.00% (subject to a step-up op-stewn based on a capitalization ratio);
(iii) increased the aggregate amount of commitmanter the Revolving Credit Facility to $400.0 moifl, of which $200.0 million are
available for letters of credit; (iv) permits arciease in the Restated Revolving Credit Facilityaipn additional $200.0 million through an
incremental facility feature; (v) permits borrowinfup to the full commitment amount under the Bt Revolving Credit Facility, unless the
capitalization ratio as of the most recently enfiechl quarter exceeds 0.55 to 1.00, in which chegpwing availability under the Restated
Revolving Credit Facility will be measured by reface to a borrowing base formula to be calculatedtgrly (or more frequently as the
Original Revolver Co-Borrowers may elect); and @xtended the maturity date of the facility to A2, 2017.

On January 15, 2014, the Original Revolver Co-Beexs further amended the Restated Revolving CFetiility to remove Monarch as co-
borrower so it can no longer borrow against the.lithe overall borrowing capacity and terms othsewemained consistent with the Restatec
Revolving Credit Facility. As a result, TMC is tbhaly borrower under the Restated Revolving Crediility. SeeNote 19 — Subsequent
Eventsof the Notes to the Consolidated and Combined EiahStatements in Item 8 of this Annual Report.
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Borrowings under the Restated Revolving Credit lkgehay be made in U.S. dollars and in Canadiaifad®subject to a U.S. $80.0 million
Canadian sub-limit and bear interest based upbereit LIBOR or CDOR interest rate option, as agthlie, or a base rate or Canada prime rat
option, as applicable, as selected by the borropless in each case, an applicable margin. Theagpé margin for (a) any Eurodollar Rate
Loan or CDOR Rate Loan is 2.00% per annum, payablihe last date of each applicable interest peniaat the end of each three-month
period if the applicable interest period is lontien three months and (b) any Base Rate Loan cadiam Prime Rate Loan, 1.00% per annum
payable quarterly. There is a fee of 0.50% per eman the commitment (whether drawn or undrawn) apégy quarterly in arrears. The Origi
Revolver Co-Borrowers have the right to make “amand extend” offers to lenders of a particular €las

The Restated Revolving Credit Facility containdaier‘springing”financial covenants, requiring TMM Holdings andstgbsidiaries to comp
with a certain maximum capitalization ratio andeatain minimum consolidated tangible net worth.t&ske financial covenants would be in
effect for any fiscal quarter during which any k@@ns under the Restated Revolving Credit Fadlity outstanding during the last day of such
fiscal quarter or on more than five separate daysd such fiscal quarter or (b) undrawn lettersrefdit (except to the extent cash
collateralized) issued under the Restated Revol@reglit Facility in an aggregate amount greaten 0.0 million or unreimbursed letters of
credit issued under the Restated Revolving Creatitlify are outstanding on the last day of sucbdigjuarter or for more than five consecutive
days during such fiscal quarter. For purposes t#rdening compliance with the financial covenamtsdny fiscal quarter, the Restated
Revolving Credit Facility provides that TMC may esise an equity cure by issuing certain permiteclsities for cash or otherwise recording
cash contributions to its capital that will, upte tcontribution of such cash to TMC, be includethim calculation of consolidated tangible net
worth and consolidated total capitalization. Thaiggcure right is exercisable up to twice in amyipd of four consecutive fiscal quarters and
up to five times overall. The maximum capitalizatiatio is 0.60 to 1.00. The ratio as calculatedHgyCompany at December 31, 2013 was
0.39 to 1.00. The minimum consolidated tangiblewatth requirement was approximately $1.2 billiarib@cember 31, 2013. At December
2013, TMM Holding’s tangible net worth, as definadhe Restated Revolving Credit Facility, was $ilson.

The Restated Revolving Credit Facility containgaierrestrictive covenants including limitations iagurrence of liens, dividends and other
distributions, asset dispositions and investmangsitities that are not guarantors, limitationgpoepayment of subordinated indebtedness and
limitations on fundamental changes. The Restata@dRieg Credit Facility contains customary eventsiefault, subject to applicable grace
periods, including for nonpayment of principal grest or other amounts, violation of covenantdfuiog financial covenants, subject to the
exercise of an equity cure), incorrectness of igm&ations and warranties in any material respeass default and cross acceleration,
bankruptcy, material monetary judgments, ERISA éverith material adverse effect, actual or assdrtealidity of material guarantees and
change of control. As of December 31, 2013 and 282Company was in compliance with its financiavenants.

There were no outstanding borrowings under thesRes$tRevolving Credit Facility at December 31, 2@h8 $50.0 million of outstanding
borrowings as of December 31, 2012. As of DecerBlheR013, there was $373.5 million of availabifity borrowings under the Restated
Revolving Credit Facility, including $173.5 millicof additional availability for letters of credigi¢ing effect to $26.5 million of letters of cre
outstanding as of such date).

In connection with the Original Revolving Creditdidy and the Restated Revolving Credit Facilitye Company capitalized $5.8 million and
$2.1 million of debt issue costs in 2013 and 20&8pectively. These costs are amortized to int€iestme) expense in the accompanying
Consolidated and Combined Statements of OperafidresCompany recorded amortization of $2.5 milkor $0.7 million for the years end
December 31, 2013 and 2012, respectively.

Mortgage Company Loan Facilities

In December 2010, TMHF, the Company’s wholly owneaitgage subsidiary, entered into an agreementméfstar Bank (the “Flagstar
Agreement”), as agent and representative for itsadf other buyers of the Company’s mortgage rebtsganamed therein. The Flagstar
Agreement was amended in March 2013 to reducentkeeist rate minimum floor from 3.95% to 3.5%. Thepose of the Flagstar Agreement
is to finance the origination of up to $30 milliohmortgage loans at any one time by TMHF, sulflecertain sub-limits and with a temporary
accordion feature subject to approval by FlagstnkBwhich allows for borrowings in excess of t@aailability. Borrowings under the facili
are
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accounted for as a secured borrowing under ASCcT@@d, Transfers and ServicingThe Flagstar agreement is terminable by eithety peth
30 days’ notice and bears interest at a rate of0RBplus 2.5%, with a minimum floor of 3.5%. Borraygs under this facility are paid back
with proceeds received when mortgages are soldrixjpating lenders in the Flagstar agreemento @ther buyers subject to certain sub-
limits. The time period from borrowing to repayméntypically less than 20 business days. At Deam3i, 2013 and 2012, there were
$38.1 million and $38.6 million, respectively, intstanding borrowings under the Flagstar agreement.

In December of 2011, TMHF entered into an agreeméhtComerica Bank (the “Comerica Agreement”) agent and representative for itself
and other buyers of the Company’s held-for-saletgagres named within. In June 2013, the Comericaémgent was amended to increase the
capacity from $30 million to $50 million. The lifeas the capacity to finance up to $50 million ofrftpage loans at any one time by TMHF,
subject to certain sub-limits. At December 31, 2808 2012, mortgage loans financed under the CemA&greement were $36.8 million and
$41.8 million, respectively.

The mortgage borrowings outstanding as of Decer®bgP013 and 2012, are collateralized by $95.7ionilhnd $85.0 million, respectively, of
mortgage loans held for sale, which comprise therlz@ of mortgage receivables and $2.0 million $2@ million, respectively of restricted
short-term investments in certificate of depositewn as CDARS, which are included in restrictechdashe accompanying Consolidated and
Combined Balance Sheets.

Letters of Credit, Surety Bonds and Guarantees

The Company, through its subsidiaries is committedler various letters of credit and surety botmperform certain development and
construction activities and provide certain guagastin the normal course of business. These geashtve been made in connection with
joint venture funding of the Compg’s operations in Canada. Outstanding letters ofitcaad surety bonds under these arrangementsding
the Company’s share of responsibility for arrangetsevith its joint ventures, totaled $212.2 milliand $230.8 million as of December 31,
2013 and 2012, respectively. Although significastelopment and construction activities have beempteted related to these site
improvements, the letters of credit and surety saaré reduced as development and construction iwadmpleted, but not fully released until
warranty periods have expired.

=

Ny

Monarch is party to a credit facility with The Tetto-Dominion Bank (“TD Facility”). The TD Facilitprovides facilities including letters of
credit of up to CAD $100.0 million or its U.S. datlequivalent to provide letter of credit financingsupport of Monarch’s projects. Under the
terms of the TD Facility, the first CAD $80.0 mdh drawn under the facility is secured by liengtminterests of Monarch in certain Canac
real property. Amounts drawn above CAD $80.0 millare secured with cash. Monarch also guaranteesdldit facilities that certain joint
ventures are party to with the Toronto-Dominion BaFhere was a total of CAD $98.5 million and CADOR.6 million letters of credit
outstanding under the TD Facilities as of Decen31er2013 and 2012, respectively.

Monarch is also party to a credit facility with HSBank Canada (“HSBC Facility"J-he HSBC Facility provides a letter of credit fégilof up
to CAD $24.2 million as of December 31, 2013 inpsup of Monarch’s construction projects. Under tiiens of the HSBC Facility, amounts
drawn under this facility are secured by liens dberinterests of Monarch in certain Canadian peaperty or cash. There was CAD $18.0
million and CAD $11.0 million letters of credit @tanding under the HSBC Facility as of Decembe2813 and 2012, respectively.

Both the TD Facility and the HSBC Facility are 34y facilities that expire on June B@ach year. Both Facilities have been renewed and
extended to June 30, 2014 on terms substantiafiifagito those in effect prior to the extension.

Sponsor Loan

In connection with the Acquisition in July 2011, TvVand Monarch entered into a loan agreement witlaiceinvestment funds managed by
Oaktree Entities and TPG Entities, providing f@#625.0 million senior unsecured loan (the “Sporisgan”) maturing on July 13, 2018. The
Sponsor Loan was issued at a discount of 2.5%500% million of the balance and at par for theagrimg $125.0 million balance. In August
2011, $125.0 million of the Sponsor Loan was refgidMonarch from operating cash. In April 2012¢connection with the offering of the
2020 Senior Notes
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above, $350.0 million of the Sponsor Loan was mpafull and the remaining $150.0 million, netwofamortized discount, was acquired by a
subsidiary of the Bond Co-Issuers and in exchahgd PG Entities and Oaktree Entities acquired $160llion of TMM Holdings Class A
Units. The remaining balance of the unamortizedalist totaling $7.9 million was written off in tiyggarter ended September 30, 2012 as a
result of the retirement of the Sponsor Loan. Aimation expense of the discount was nil and $0Manithe years ended December 31, 2013
and 2012, respectively, which is included in ins¢expense in the accompanying Consolidated ando®eah Statements of Operations. The
Sponsor Loan bore a 13% annual interest rate eémibn a 360-day year. Interest amounts werecueiderly on the final day of the period.
There were no amounts outstanding under the Spdesor at December 31, 2013 and 2012.

10. FAIR VALUE DISCLOSURES

The Company has adopted ASC Topic &20r Value Measuremen{SASC 820”) for valuation of financial instrument&SC 820 provides a
framework for measuring fair value under GAAP, exgedisclosures about fair value measurementsestattlishes a fair value hierarchy,
which requires an entity to maximize the use ofobable inputs and minimize the use of unobserviaiplets when measuring fair value. The
three levels of the fair value hierarchy are suniredras follows:

Level 1 — Fair value is based on quoted prices for idah@issets or liabilities in active markets for itlesd assets or liabilities.

Level 2 — Fair value is determined using significant oliabte inputs, generally either quoted prices ivaanarkets for similar assets or
liabilities, or quoted prices for similar assetdiabilities in markets that are not active.

Level 3 — Fair value is determined using one or more sigaifidnput that is unobservable in active marketh@imeasurement date, such
pricing model, discounted cash flow, or similarteique.

Mortgages receivable and mortgage borrowings atatile to TMC are recorded at fair value, which@esidered a level 2 valuation. The
carrying value of mortgages receivable exceed$ate value by approximately $1.6 million and $4.iliam as of December 31, 2013 and
2012, respectively.

At December 31, 2013 and 2012, the carrying vaftb@Company’s loans receivable of $33.4 milliowd &48.7 million, respectively,
approximated fair value. The estimated fair valoethe Company’s loans receivable are considereglval 2 valuation.

At December 31, 2013 and 2012, the carrying vaftb@Companys loans payable and other borrowings of $300.7aonithnd $216.0 millior
respectively, approximated fair value. The estimdtar values of the Company’s loans payable arsidered a Level 2 valuation.

The fair value of the Company’s 2020 Senior Notas 2021 Senior Notes is considered a Level 2 vialuan the hierarchy for fair value
measurement and is derived from quoted marketphigandependent dealers and is as follows (inghnds):

December 31

2013 2012
Estimated
Aggregate Estimated Aggregate Fair
Principal Fair Value Principal Value
Description:
7.75% Senior Notes due 20 $485,39: $532,71¢ $675,00( $723,93¢
5.25% Senior Notes due 20 $550,00( $532,12! $ — $ —

The fair value of the Sponsor Loan that was outitanat December 31, 2012 was not readily deterbinbecause of the related party nature
of the debt and the absence of market equivalents.
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The fair values of advances to and from the PrextereParent Company and affiliated companies ardeterminable given their related-party
nature and the absence of market equivalents.

We consider the carrying value of cash and caslvalguts, restricted cash, loans receivable, atbegivables, net, accounts payable and
Restated Revolving Credit Facility Borrowings tgegximate fair value due to their short-term nature

As described ilNote 2 — Summary of Significant Accounting Poliaied in conjunction with the Acquisition all assetsl liabilities of the
Company were adjusted to fair value on a non ra@myibrasis using significant Level 3 unobservabkuagptions and valuation inputs.
Additionally the allocation of purchase price te thissets and liabilities related to the Decembg2@12 Darling acquisition have been recol
at fair value on a non recurring basis using sigaift Level 3 unobservable assumptions and valuatiputs.

11. INCOME TAXES

The (benefit) provision for income taxes for thegeended December 31, 2013 and 2012, the pedodJuly 13, 2011 through December 31,
2011 and the period from January 1, 2011 through1Ry 2011 consists of the following (in thousands

Predecessc
July 13
Year Ended December 31 Through January 1
December 31 Through
July 12,
2013 2012 2011 2011
Domestic $(24,407) $(284,30) $ (11,89) $ 4,22¢
Foreign 27,47 24,00« 15,92¢ 16,65:
Total income tax provision (benef $ 3,06¢ $(260,29) $ 4,031 $ 20,88:
Current:
Federa $(55,777) $ (12,089 $ (11,30¢) $ 3,86¢
State 2,25¢ 89C (587) 291
Foreign 27,88t 29,72% 27,35¢ 16,25¢
Current tax provision (benefi $(25,626) $ 18,53: $ 15,46: $ 20,41¢
Deferred:
Federa 24,17¢ (218,96 — —
State 4,93( (54,14 — —
Foreign (415) (5,727) (11,43) 462
Deferred tax provision (benefi $ 28,69/ $(278,83() $ (11,43) $ 468
Total income tax provision (benef $ 3,06¢ $(260,29) $ 4,03 $ 20,88:
The components of income (loss) before income taress follows:
Predecessc
July 13
Year Ended December 31 Through January 1
December 31 Through
July 12,
2013 2012 2011 2011
Domestic $ (3,18)) $ 73,31; $ (19,480 $ 11,06¢
Foreign 101,11° 97,23¢ 50,28¢ 59,83t
Income before income tax $ 97,93¢ $170,55: $ 30,79¢ $ 70,90:

At December 31, 2013 and 2012, the Company haduatien allowance of $40.0 million and $62.9 millicespectively, against net deferred
tax assets, which include the tax benefit from fabend state net operating loss (“NOL") carryfordea Federal NOL carryforwards may be
used to offset future taxable income for 20 yearbzegin
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to expire in 2028. State NOL carryforwards may beduto offset future taxable income for a periotimé ranging from 5 to 20 years,
depending on the state, and begin to expire in 20801 carryforwards in Canada expire in 20 yeaftse Thange in the valuation allowance
from 2012 to 2013, and from 2011 to 2012, was aedse of $22.9 million and $334.6 million, respeslyy. The Company future deferred te
asset realization depends on sufficient taxablermein the carryforward periods under existingléaxs. State deferred tax assets include
approximately $15.7 and $15.8 million at December2D13 and 2012, respectively, of tax benefitatesl to state NOL carryovers, which
begin to expire in 2014. On an ongoing basis, wkasntinue to review all available evidence toatatine if and when we expect to realize
deferred tax assets and federal and state NOL®maaTy.

A reconciliation of the provision (benefit) for iome taxes and the amount computed by applyingt#ttetsry federal income tax rate of 35%
income before provision (benefit) for income taiseas follows:

Predecessc
July 13
Year Ended December 31 through B January 1
December 31 through
July 12,
2013 2012 2011 i 2011
Tax at federal statutory rate 35.(% 35.(% 35.(% 35.(%
State income taxes (net of federal ben: 45 (20.5) 0.3 0.1
Foreign income taxed below U.S. R (8.3 4.9 (14.9) (5.7)
Valuation allowanct (16.7) (173.9 (31.9 (3.9)
Built in loss limitation 8.3 23.¢ 20.C —
Tax Indemnity 31.7 2.7 15.4 —
Uncertain tax position (84.7) (9.2 (39.7) 3.3
Transaction cosl — (2.9 35.2 —
Non-controlling interes — — 1.3 (2.0
Deferred tax adjustmen — (4.9 — —
Disallowed compensation exper 30.2 — — —
Foreign gain exclusio (1.9 — — —
Holding company ta 4.3 — — —
Other — — (6.0 . 2.3
Effective Rate 3.1% (154.9% 13.1% | 29.6%

The Company has substantial tax attributes availabbffset the impact of future income taxes. Toenpany has a process for determining
need for a valuation allowance with respect togtatributes. In accordance with ASC Topic 74060pme Taxesthe Company assesses
whether a valuation allowance should be establifizseéd on the consideration of available evidesagga “more likely than not” standard
with significant weight being given to evidencettban be objectively verified. This assessmentigies an extensive review of both positive
and negative evidence including the Company’s egmhistory, forecasts of future profitability, assment of the industry, the length of
statutory carry-forward periods, experiences diaiig NOLs and built-in losses, and tax plannitig@atives.

As a result of the Acquisition on July 13, 201% ompany had a “change in control” as defined éxtin 382 of the Internal Revenue Code
of 1986 as amended (the “IRC"). Section 382 oflR€ imposes certain limitations on the Compamgbility to utilize certain tax attributes a
net unrealized built-in losses that existed asubf 13, 2011. The gross deferred tax asset incladesunts that are considered to be net
unrealized built-in losses. To the extent theseunetalized losses are realized during the five-peaiod after July 13, 2011, they may not be
deductible for federal income tax reporting purogethe extent they exceed the Company’s overall $ection 382 limitation.

The most significant judgments the Company makéts iassessment of the need for a valuation alloe@mvolve estimating the amount of
built-in losses that may be utilized to offset fitiaxable income from the sale of real estatentorg that it held on the Acquisition date, and
the ability to utilize NOLs as limited by SectioBZBof the IRC. Making such estimates and judgmeuasgijcularly pertaining to the future
ability to utilize built-in losses, is subject tohierent uncertainties.
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The Company recorded a full valuation allowancdresjall of its U.S. deferred tax assets during7Z280e to economic conditions and the
weight of negative evidence at that time. During fburth quarter of 2012, the Company reversedggelportion of the valuation allowance
because the weight of the positive evidence exacktug of the negative evidence. At December 3132dhd December 31, 2012 we retain
valuation allowance of $40.0 million and $62.9 roifl, respectively, primarily for various deferretassets we estimate we will not be able t
utilize due to federal and state limitations. Ikenating the need for a valuation allowance at Ddmsr 31, 2013, we considered available
positive and negative evidence, including thatGoepany’s last four years of cumulative resultsapee profitable during the fourth quarter of
2012 and continues to be the case as of Decemb@033. The Company also took into account evideficecovery in the housing markets
where it operates and its level of pre-tax income growth in sales orders. The prospects of coatrprofitability and growth were further
supported by a strong order backlog and suffidiaténce sheet liquidity to sustain and grow openatiIn addition, most of the Compasyax
jurisdictions have a -year NOL carryforward utilization period during igh time the Company fully expects to be able tscab NOL
carryovers and temporary differences as they reverfuture years.

The components of net deferred tax assets anditiedbiat December 31, 2013 and 2012, consistduinifg differences related to inventory
impairment, expense accruals, provisions for liaéd, and NOL carryforwards. The Company has agprately $133.0 million in available
federal NOL carryforwards, which will begin to erpin 2028. The Company has approximately $6.6anilin available NOL carryforwards
related to the Canadian operations which will begiexpire in 2025. A summary of these componenssifollows (in thousands):

December 31

2013 2012

Deferred tax asse

Real estate inventol $179,54¢ $205,46.

Accruals and reserve 25,10( 32,29:

Other 22,60( 23,81(

Net operating losse 74,89 83,90¢

Foreign exchang 95¢ —
Total deferred tax asse $303,10: $345,47:
Deferred tax liabilities

Real estate inventory, intangibles, ot (18,15) (7,847)
Valuation allowanct (40,030 (62,86¢)
Total net deferred tax asst $244,92( $274,75'

The Company accounts for uncertain tax positiorecitordance with ASC 740. This guidance clariffess@accounting for uncertainty in incol
taxes and prescribes a recognition threshold arasurement attributes for the financial statemecagrition and measurement of a tax
position taken, or expected to be taken, in a¢txrn. ASC 740 also provides guidance on derecognitlassification, interest and penalties,
accounting in interim periods, disclosure, andgitaon. ASC 740 requires a company to recognizditfancial statement effect of a tax
position when it is more likely than not (defineslaasubstantiated likelihood of more than 50%) thasethe technical merits of the position
that the position will be sustained upon examimati® tax position that meets the more-likely-that-recognition threshold is measured to
determine the amount of benefit to be recognizetiérfinancial statements based upon the largestiahof benefit that is greater than 50%
likely of being realized upon ultimate settlemeirittwva taxing authority that has full knowledge tfralevant information. The Company’s
inability to determine that a tax position meets thore-likely-than-not recognition threshold doesmean that the Internal Revenue Service
(“IRS”) or any other taxing authority will disagr@éth the position that it has taken. If a tax piosi does not meet the more-likely-than-not
recognition threshold despite the Company’s béfiet its filing position is supportable, the benefithat tax position is not recognized in the
financial statements and the Company is requirettoue potential interest and penalties untilutheertainty is resolved. Potential interest an
penalties are recognized as components of thegioovior income taxes in the accompanying Constditland Combined Statements of
Operations. Differences between amounts takerta aeturn and amounts recognized in the Cons@lédanhd Combined Financial Statements
are considered unrecognized tax benefits. The Combelieves that it has a reasonable basis for ebith filing positions and intends to
defend those positions if challenged by the IR8tber taxing jurisdictions.
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Following is a tabular reconciliation of the totahounts of unrecognized tax benefits (in thousands)

Predecessc
July 13
Year Ended December 31 through January 1
December 31 through
July 12,
2013 2012 2011 2011
Beginning of the period $ 95,56¢ $ 108,95! $ 120,03 $ 119,90:
Increases of current year itel 7,20( 1,39¢ 5,211 —
Increases of prior year iter 317 3,18¢ — —
Settlement with tax authoritie (90,66¢) (615) — —
Decreased for tax positions of prior ye (1,76€) (24,995 — —
Decreased due to statute of limitatic (67¢) (2,362 (16,049 —
Foreign exchange differenc — — (240 132
End of the periol $ 9,971 $ 95,56¢ $ 108,95! $ 120,03!

During the year ended December 31, 2013, Decenthe?@ 2, the period from July 13, 2011 through Deloer 31, 2011 and the period from
January 1, 2011 through July 12, 2011, the Compeaygnized potential penalties and interest expensts uncertain tax positions of $0.3
million, $3.0 million, $4.1 million, and $2.3 mitin, respectively, which is included in income tagypsion (benefit) in the accompanying
Consolidated and Combined Statements of Operathrsued interest and penalties of $1.2 million &3i8.7 million are recorded at
December 31, 2013 and 2012, respectively, anchateded in other liabilities in the accompanyingnSolidated and Combined Balance
Sheets. Interest and penalties of $18.6 million®®a million were released in the years ended Bées 31, 2013 and 2012, respectively.

For the filing periods of 2005 to 2007, the Compaggched a settlement in 2012 with the IRS fold¢lgacy Morrison Homes which reduced
income tax expense by $15.0 million related toSketion 382 issue. Income tax payable in the acaogipg Consolidated and Combined
Balance Sheets at December 31, 2012, includesvessef $8.7 million and $74.8 million related tastissue for the tax years 2009 and 2008,
respectively. For the filing periods of 2009 an@20the Company reached a settlement in 2013 W&HRS for the legacy Morrison Homes
which reduced its income tax expense by $83.5aniltelated to this issue.

The Company currently is under appeals for the 20002003 periods for its Canadian operations thighCanada Revenue Authority, the
outcome of which are not readily determinable & time.

The Company has received an indemnity from the dtressor Parent Company for certain tax mattersendoéability is related to periods
ending prior to December 31, 2010.

The Company currently operates in five states arslibject to various state tax jurisdictions. TloenPany estimates its state tax liability base
upon the individual taxing authorities’ regulatipestimates of income by taxing jurisdiction, atsdability to utilize certain tax-saving
strategies. Primarily due to a change in the Coy'gagestimate of the allocation of income or losghascase may be, among the various ta
jurisdictions and changes in tax regulations ard fimpact on our tax strategies, the Comy's estimated rate for state income taxes was 3.4
and 3.6% for 2013 and 2012, respectively, beforesicieration of any applicable valuation allowance.

During the next 12 months, the amount of unrecaghiax benefits could decrease as a result ofdimpletion of tax audits where certain of
the filing positions are ultimately accepted by RS and/or other tax jurisdictions and/or expoatof tax statutes and successfully settled to
the benefit of the Company. As a result of the dapisthe statute of limitations for the federal @rizona jurisdictions, unrecognized tax
benefits of $16.1 million were recognized in incotae expense in the period from July 13, 2011 thhoDecember 31, 2011. As of

December 31, 2013, the Compamgumulative gross unrecognized tax benefits warg fillion in the U.S. and $7.9 million in Canaalad all
unrecognized tax benefits, if recognized, wouleeifthe effective tax rate. As of December 31, 2812 Company’s cumulative gross
unrecognized tax benefits were $85.7 million inth8&. and $9.8 million in Canada. These amountsnafeded in income taxes payable in the
accompanying Consolidated and Combined Balancet§he2012. No unrecognized tax benefits are ergectreverse in the next 12 months.
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12. RELATED-PARTY TRANSACTIONS

From time to time, the Company may engage in tretitgss with entities that are affiliated with onermore of the Principal Equityholders. The
Company believes transactions with related pastiesn the normal course of operations and areutgd@t arm’s length as they are entered
into at terms comparable to those with unrelatéd tharties. There were $16.0 million and $30.0iomilin real estate inventory acquisitions
from such affiliates in the years ended DecembefB13 and 2012, respectively.

Management and Advisory Fees— In connection with the Acquisition, affiliates thfe Principal Equityholders entered into services
agreements with TMC and Monarch relating to thevigion of financial and strategic advisory servie@sl consulting services. Subsidiaries of
the Company paid affiliates of the Principal Eqbididers a one-time transaction fee of $13.7 milfimmstructuring the Acquisition. In

addition, the Company paid a monitoring fee for agement services and advice. The management seagceement with affiliates of TPG
and Oaktree was terminated immediately prior tdB@ in exchange for an aggregate payment of $dI®n split equally between affiliates
of TPG and Oaktree, which was recorded as a tréinsaexpense for the year ended December 31, 2048agement fees for the year ended
December 31, 2013 and 2012 were $1.4 million and@ 8bllion, respectively, and such fees are inctusregeneral and administrative exper

in the accompanying Consolidated and Combined &&tés of Operations.

In addition, in conjunction with the formation oMM Holdings and in connection with the Acquisiticam affiliate of JH entered into a
partnership services agreement with TMM Holdinge (tJHI Services Agreement”) relating to the praisof certain services to TMM
Holdings. In consideration of these services, TMbldihgs granted to the JH affiliate an amount atmpership units, subject to certain terms,
conditions and restrictions contained in a unit@sgreement and the TMM Holdings limited partngrstgreement. Prior to the IPO, in
connection with the Reorganization Transactions,Gbmpany recorded a one-time, non-cash chargé2 $nillion for the year ended
December 31, 2013. This charge was recorded imindization and transaction expense in the Conattid and Combined Statements of
Operations in respect of the modification of thasdlJ Units in TMM Holdings, resulting from thentémation of the JHI Services Agreement
between JH and TMM Holdings, and the direct ornect exchange (on a one-for-one basis) of the Qlassits in TMM Holdings for units
having substantially equivalent performance vessing distribution terms in the TPG and Oaktree Hgjd/ehicles.

U.S. Operations — For the period from January 1, 2011 through 1@y2011, interest expense incurred related txfand revolving debt
due to the Predecessor Parent Company was $19i@waihd is included in interest expense in theoageanying Consolidated and Combined
Statements of Operations, net of amounts capithlize

Canadian Operations — Loans and other receivables due from joint vexg@and partners in the joint ventures was $33lHomiand $48.7
million as of December 31, 2013 and 2012, respelgtiwhich comprise the balance of loans receivabtee accompanying Consolidated and
Combined Balance Sheet.

Interest (income) expense, net in the accompan@omsolidated and Combined Statements of Operatosrthe period from January 1, 2011
through July 12, 2011 includes $6.8 million of &gt income earned from a receivable from the Ressor Parent Company.

13. EMPLOYEE BENEFIT, RETIREMENT, AND DEFERRED COMP ENSATION PLANS

U. S. Operations — The Company maintains a defined contributiomarsuant to Section 401(k) of the IRC (“401(kaml Each eligible
employee may elect to make before-tax contributigm$o the current tax limits. The Company matct@®.0% of employees’ voluntary
contributions up to a maximum of 3.5% of eligibmmpensation. The Company contributed $1.8 milligih1 million, $0.6 million and $0.5
million to the 401(k) Plan for the year ended DebenB1, 2013, December 31, 2012, the period fragn118; 2011 through December 31, 2
and the period from January 1, 2011 through Ju)}2021, respectively.

The Taylor Woodrow (USA) U.K. Supplementary Penditan is an unfunded, nonqualified pension plarséyeral individuals who
transferred from the Company’s U.K. related comeand the employment of Taylor Woodrow on or befoctober 1, 1995. The recorded
obligations represent benefits accrued by thesgithdhls for service with Taylor
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Woodrow prior to the employees’ participation ietd.S. pension plan minus any benefit accrued ynodimer pension-type benefit plans
sponsored by or contributed to a Taylor Woodrowupreelated company for the period of service piaoparticipation in the U.S. plan. In
accordance with the plan document, the participargsntitled to a fixed monthly pension and adisearvivor benefit after the age of 65. At
December 31, 2013 and 2012, the Company accru8dnillion and $1.8 million, respectively, for ob#iions under this plan. These
obligations are recorded in accrued expenses dnad lbilities on the accompanying Consolidated @ombined Balance Sheets.

The Company also maintains the Taylor Morrison (Balance Pension Plan (the “U.S. Cash Balance Pl@hts is a consolidated defined
benefit plan arising from the 2007 merger of theepaicompanies of Taylor Woodrow Holdings (USAX.land Morrison Homes, Inc. All full-
time employees were eligible to participate in iisn. The contribution percentage is based ongjeaiht’'s age and ranges from 2% to 4% of
eligible compensation, plus 1% of eligible compeiosaover the social security wage base. The Compantributed to the plan $0.7 million,
and $1.0 million for the year ended December 31324nd 2012, respectively. At December 31, 20132812, the unfunded status of the plar
was $5.9 million and 11.9 million, respectively.€Be obligations are recorded in accrued expensksther liabilities on the accompanying
Consolidated and Combined Balance Sheets. EffeDa=mber 31, 2010, the U.S. Cash Balance Plaramasded to freeze participation so
that no new or reemployed employees may becomeiparits and to freeze all future benefit accraalexisting participants.

The changes in the total benefit obligation anthanfair value of assets and the funded statuseotitS. Cash Balance Plan are as follows
(in thousands):

Year Ended December 31

2013 2012
Change in benefit obligation
Benefit obligatior— beginning of periot $ 33,59: $ 30,96
Interest on liabilitie: 1,29¢ 1,32¢
Benefits paic (1,025 (1,206
Actuarial loss (gain (4,019 2,511
Benefit obligatior— end of perioc $ 29,84¢ $ 33,59:
Change in fair value of plan asse
Fair value of plan asse— beginning of periot 21,73¢ 19,39«
Return on plan asse 2,54¢ 2,552
Employer contribution 67C 99¢
Benefits paic (1,029 (1,207
Fair value of plan asse— end of perioc $ 23,93 $ 21,73¢
Unfunded statu— end of perioc $ 5,91i $ 11,85¢

The significant weighted-average assumptions adapteneasuring the benefit obligations and netqukci pension costs are as follows:

Predecessc
July 13
Year Ended December 31 Through January 1
December 31 Through
July 12,
2013 2012 2011 2011
Discount rate
Net periodic pension co 3.9(% 4.31% 5.5€% 5.47%
Pension obligatiol 4.8( 3.81 4.31 5.5€
Expected return on plan ass 7.0C 7.0C 7.0C 7.0C
Rate of compensation incree N/A N/A N/A N/A
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The overall expected long-term rate of return amg@ssets assumption is determined based on thie pdageted allocation among asset cle
and the weighted-average expected return of easls.cThe expected return of each class is detedrbimged on the current yields on inflation-
indexed bonds, current forecasts of inflation, Exmdj-term historical real returns.

Components of net periodic pension cost of the G&h Balance Plan are as follows (in thousands):

Interest Cost

Amortization of net actuarial los
Expected return on plan ass
Net periodic pension co

Predecessc
July 13
Year Ended December 31 Through January 1
December 31 Through
July 12,
2013 2012 2011 2011

$ 1,29¢ $ 1,32¢ $ 691 $ 68¢
13z 10¢€ — 75
(1,499 (1,35¢) (692) (68€)
(72) $ (76 $ (1) $ 77

Accumulated other comprehensive loss of $2.6 nmilhad $7.8 million as of December 31, 2013 and 2fHspectively, consist of the net
actuarial gain in the current year partially offegtthe net actuarial loss that arose during ttae gaded December 31, 2012 and the period
July 13, 2011 through December 31, 2011, and higatdoeen recognized as a component of net perjmetision cost. The Company does no
expect that any of the amounts in accumulated abeprehensive income will be recognized into regtqulic pension cost during the year

ending December 31, 2014.

The estimated future benefit payments in the ngetyears and the five years thereafter in aggeege as follows (in thousands):

Years Ending December 31
2014

2015

2016

2017

2018

201¢-2023

$ 90¢
1,071
1,011
1,19¢
1,53i
7,232

The Company expects to contribute $1.6 milliorh® J.S. Cash Balance Plan in the year ending Deeeih 2014.
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The fair value of the U.S. Cash Balance Plan’stagseasset categories is as follows (in thousands)

Fair Value Measurements at December 31, 20:

Significant

Quoted Other

Prices in Observable

Active Significant

Markets Inputs Unobservable
Asset Categonr (Level 1) (Level 2) Inputs (Level 3) Total
U.S. equity securities $ 8,671 $ — $ — $ 8,67
International equity securitie 2,917 — — 2,917
Fixec-income securitie 10,75’ — — 10,757
Cash 1,08¢ — — 1,08¢
Other 491 — — 491
Total $23,93: $ — $ — $23,93:

Fair Value Measurements at December 31, 20:
Significant

Quoted Other

Prices in Observable

Active Significant

Markets Inputs Unobservable
Asset Categor (Level 1) (Level 2) Inputs (Level 3) Total
U.S. equity securities $ 7,82¢ $ — $ — $ 7,82¢
International equity securitie 2,60¢ — — 2,60¢
Fixec-income securitie 9,78 — — 9,78
Cash 1,08 — — 1,08
Other 43t — — 43E
Total $21,73¢ $ — $ — $21,73¢

The Company believes the U.S. Cash Balance Plas&tsare invested in a manner consistent withrgiynaccepted standards of fiduciary
responsibility. Taylor Morrison’s primary investitesbjective is to build and maintain the plan’seisghrough employer contributions and
investment returns to satisfy legal requirementstzenefit payment requirements when due. Becaueedbng-term nature of the plan’s
obligations, Taylor Morrison has the following ge@h managing the plan: long-term (i.e., five yemmd more) performance objectives,
maintenance of cash reserves sufficient to payftisnand achievement of the highest long-term cditeeturn practicable without taking
excessive risk that could jeopardize the plan’'sifag policy or subject the Company to undue fundiotatility. The investment portfolio
contains a diversified blend of equity, fixed-ino®securities, and cash, though allocation will faequity investments in order to reach the
U.S. Cash Balance Plan’s stated objectives. Otieed).S. Cash Balance Planhvestment criteria is that over a complete matiele, each ¢
the investment funds should typically rank in tlger half of the universe of all active investmiemids in the same asset class with similar
investment objectives. Investments in commodifieivate placements, or letter stock are not peeiitT he equity securities are diversified
across U.S. and non-U.S. stocks, as well as gramdhvalue. Investment performance is measured amitaned on an ongoing basis through
quarterly portfolio reviews and annual reviews tigkato the objectives and guidelines of the plan.

The range of target allocation percentages of atamets of the U.S. Cash Balance Plan is as follows:

Minimum Maximum Target
U.S. equity securities 37% 47% 42%
International equity securitie 8 18 13
Fixec-income securitie 35 45 40
Other 10 5
10C%

Canadian Operations — Effective January 31, 2006, Monarch electedaiovert the provisions of its defined benefit plardefined
contribution provisions for service beyond Janugity2006. As part of this conversion, the plan merslwvere given the option to convert their
defined benefits accrued prior to February 1, 20@6he defined contribution plan. As a result, Mmh maintains both a defined benefit plan
(the “Monarch Plan”) and a defined
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contribution plan. Total expense for the definedtdbution plan was $0.2 million for each of theayg ended December 31, 2013 and 2012,
and $0.1 million and $0.8 million for the periodfn July 13, 2011 through December 31, 2011 angé¢hied from January 1, 2011 through
July 12, 2011, respectively.

The Company also maintains a Supplemental ExecRitgement Plan (“SERP”) in its Canada operatidiss plan covers select legacy
executives and its obligations are determined lying the estimated actuarial liabilities to itsimed members. The plan is not open to new
participants and the estimated liabilities for BEeRP were $0.9 million and $1.1 million as of Debem31, 2013 and 2012, respectively, wi
were recorded in accrued expenses and other fiabiin the accompanying Consolidated and CombBeddnce Sheets.

The Company’s funding policy in regards to the MwhaPlan is to make contributions to its pensiamdfubased on various actuarial cost
methods as permitted by pension regulatory bodies,Monarch is responsible to adequately fund ke. [Contributions reflect actuarial
assumptions concerning future investment returdsfature service benefits. Plan assets are repexs@nimarily by Canadian and foreign
equities, government and corporate bonds, debentanel secured mortgages.

The changes in the total benefit obligation anthanfair value of assets and the funded statuseoMonarch Plan are as follows (in thousan

Year Ended
December 31
2013 2012
Change in benefit obligation
Benefit obligatior— beginning of perioc $12,34¢ $11,09:
Interest on liabilities 44¢€ 522
Benefits paic (725 (739
Actuarial loss gait (26¢) 1,21C
Currency translation adjustme (83€) 25E
Benefit obligatior— end of perioc $10,96: $12,34¢
Change in fair value of plan asse
Fair value of plan asse— beginning of periot 10,97: 10,63(
Return on plan asse 1,19 682
Employer contribution 744 14¢
Benefits paic (725) (733
Currency translation adjustme (743) 24k
Fair value of plan asse— end of period $11,44¢ $10,97:
Funded statu— deficit (surplus— end of perioc $ (489 $ 1,37¢

The significant weighted-average assumptions adapteneasuring the benefit obligations and netqukci pension costs are as follows:

Predecessc
July 13
Year Ended December 31 Through January 1
December 31 Through
July 12,
2013 2012 2011 2011
Discount rate
Net periodic pension co 4.0(% 4.7%% 4.87% 5.25%
Pension obligatiol 4.2~ 4.0C 4.7t 4.87¢
Expected return on plan ass 6.2 6.2 6.5C 6.5C
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The expected long-term rate of return on plan assgtumption was determined by reviewing the ctimsestment policy as compared to
current expected rates of return for all assetgrates.

Components of net periodic pension cost are asvisli(in thousands):

Predecessc
July 13

Year Ended December 31 Through January 1

December 31 Through

July 12,

2013 2012 2011 2011

Interest cost $ 44¢ $ 52z $ 258 $ 31C

Amortization of net actuarial ga 45 — — —
Expected return on plan ass (641) (68¢) (339 (40¢)
Net periodic pension co $ (150 $ (166 $ (80 $ 98)

Accumulated other comprehensive loss of $0.9 mmilhad $1.9 million as of December 31, 2013 and 2@%Rectively, consist of the net
actuarial loss that has not yet been recognizedcasnponent of net periodic pension cost. The Comgaes not expect that any of the
amounts in accumulated other comprehensive incothbewrecognized into net periodic pension cogimythe year ending December 31,
2014.

The estimated future benefit payments in the ngetyears and the five years thereafter in aggeeget as follows (in thousands):

Years Ending December 31

2014 $ 684
2015 677
2016 661
2017 64€
2018 627
2012023 2,75¢

The Company expects to contribute $0.4 millionhte Monarch Plan in the year ending December 314.201
The fair value of the Monarch Plan’s assets bytasstegories is as follows (in thousands):

Fair Value Measurements at December 31, 20:

Quoted
Prices Significant
in Active Other Significant
Observable Unobservable
Markets
Inputs Inputs
Asset Categor (Level 1) (Level 2) (Level 3) Total
Canadian equity securities $ — $ 4,00¢ $ — $ 4,00¢
U.S. equity securitie — 91¢€ — 91€
International equity securitie — 91€ — 91€
Fixec-income securitie — 4,35( — 4,35(
Balanced income securiti — 1,25¢ — 1,25¢
Total $ — $ 11,44¢ $ — $11,44¢
Fair Value Measurements at December 31, 20.

Quoted

Prices Significant

in Active Other Significant

Observable Unobservable
Markets
Inputs Inputs

Asset Categon (Level 1) _(Level2) (Level 3) Total
Canadian equity securities $ — $ 3,57¢ $ — $ 3,57¢
U.S. equity securitie — 707 — 707
International equity securitie — 70¢ — 70¢
Fixec-income securitie — 5,981 — 5,981
Total $ — $ 10,97¢ $ — $10,97:
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Monarch employs a total return on investment apgraghereby a mix of equities and fixed-income siiesris used to maximize the long-
term return of plan assets for an appropriate lef/esk. Risk tolerance is established througtefidrconsideration of plan liabilities, plan
funded status, and corporate financial conditidre hvestment portfolio contains a diversified loleri equity and fixedacome securities. Ot

of the Monarch Plan’s investment criteria is the plan will achieve a rate of return that excebdgate of wage inflation, as measured by the
Wage Price Index provided by Statistics Canadd,%yper annum over the long term. The equity saesrére diversified across Canadian anc
non-Canadian stocks, as well as growth and vahwestment performance is measured and monitorexh@mgoing basis through quarterly
portfolio reviews and annual reviews relative te tibjectives and guidelines of the Monarch Plan.

The range of target allocation percentages of atmets of the Monarch Plan is as follows:

Minimum Maximum
Canadian equity securities 25% 60%
Foreign equity securities (including U.S. and gladguities) — 20
Fixec-income securitie 30 60
Real estat — 15
Cash and cash equivalel — 40
Resource propertie — 5

14. ACCUMULATED OTHER COMPREHENSIVE INCOME

The table below provides, for the fiscal year enBedember 31, 2013, the components of accumuldbext oomprehensive income (loss)
(amounts in thousands):

Non-
Total Post- controlling Foreign
Retirement Interest in Currency
Benefits Principal Translation
Adjustments Equityholders Adjustments Total
Balance, beginning of period $ (12,089 $ — $ (22,27) $(34,36Y)
Other comprehensive income (loss) before
reclassification: 6,107 — (17,68¢) (11,579
Gross amounts reclassified from accumulated othe
comprehensive incon 177 3,49¢ — 3,67:
Foreign currency translatic 19¢ — — 19¢
Income tax (expense) bene (2,499 — 95¢ (1,53))
Other comprehensive income (loss) net of $ 3,987 $ 3,49¢ $ (16,72) $ (9,244
Gross amounts reclassified within accumulated oth
comprehensive income (los 12,08¢ 8,792 22,27, 43,15}
Balance, end of peric $ 3,987 $ 12,28t $ (16,72) $ (459

Reclassifications for the amortization of the ergplretirement plans are included in selling, gainend administrative expense in the
accompanying Consolidated and Combined Statemé@perations. SeNote 13 — Employee Benefit, Retirement and Defe@adpensation
Plansfor additional information.
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15. OPERATING AND REPORTING SEGMENTS

In accordance with ASC Topic 288egment Reportinghe Company has twelve homebuilding operatingsitims which it aggregates into
three reportable homebuilding segments. These sggrage engaged in the business of acquiring anel@ging land, constructing homes,
marketing and selling those homes, and providingamly and customer service. The Company aggregateperating segments into a
reporting segment based on similar long-term ecanaimaracteristics. The Company has no inter-segsaas as all sales are to external
customers. The Company capitalizes certain inteaests to inventory during the development and ftonson periods. Capitalized interest is
charged to cost of home closings when the relateehtory is delivered to customers. In additior, @ompany includes Mortgage Operations
as a separate segment. The Company'’s reportingesggmare as follows:

West (Domestic Phoenix, Northern California, Southern Californradenvel

East (Domestic) Houston (which includes a Taylor Morrison divisiand a Darling Homes
division), Austin, Dallas (which includes a Darliktpmes division only),
North Florida and West Floric

Canada (Foreigr Kitchene-Waterloo, Ottawa and Toron

Mortgage Operations (Domest Mortgage and Title Service

Management primarily evaluates segment performhased on segment adjusted gross margin, whichipigsed of segment gross margin
defined under U.S. GAAP, less interest amortizecbtst of home closings, and impairments (“adjugteds margin”). Management also
reviews segment performance based on segmentmgargsn, which the Company defines as homebuildimgyjland revenue less cost of home
construction, commissions and other sales costd,davelopment and other land sales costs and ctis&s incurred by, or allocated to each
segment, including impairments. Each reportablenser follows the same accounting policies describédbte 2 — Summary of Significant
Accounting Policie:. Operating results for each segment may not bieatide of the results for such segment had it lmeimdependent, stand-
alone entity.

Segment information for the Company is as folloimgifousands):

Predecessc
July 13
Year Ended December 31 Through January 1
December 31 Through
July 12,
2013 2012 2011 2011
Revenue
East $1,117,29: $ 558,52 $ 246,86t $ 192,84
West 768,41. 460,79¢ 153,99 142,57
Canade 407,15t 394,53¢ 341,01( 278,28
Mortgage Operation 30,37: 21,86 8,57¢ 6,02
Total revenue $2,323,23 $1,435,72. $ 750,45: $619,73!
Gross margin
East 227,69t 111,42: 49,17: 42,19:
West 174,24! 84,62: 22,97¢ 20,07:
Canads 89,42: 104,40! 69,25( 70,32¢
Mortgage Operation 13,92¢ 10,59¢ 4,084 1,65¢
Total gross margil $ 505,28¢ $ 311,04t $ 145,48 $ 134,25(
Corporate and unallocated expen(®) (233,59) (141,35) (69,199 (75,869
Equity in income of unconsolidated entit 37,56 22,96¢ 5,247 2,80:
Indemnification and transaction expen (199,119 (7,959 (39,447 —
Loss on extinguishment of de (10,147 (13,039 (12,85() —
Interest and other (expense) inca (2,06%) (1,129 1,55¢ 9,711
Income before income tax $ 97,93¢ $ 170,55 $ 30,79¢ $ 70,90’

(1) Represents sales, commissions and other markadstg, @and general and administrative expenses vdoiciot have a readily
determinable metric to allocate to the segm
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Year Ended December 31, 201

Mortgage
Operations
East West Canada 1) Total
Gross margir $227,69¢ $174,24! $ 89,42 $ 13,92¢ $505,28¢
Add back interest amortized to cost of reve 15,94: 18,95: 16,077 — 50,97(
Adjusted gross margi $243,63° $193,19° $105,50( $ 13,92t $556,25¢

M Adjusted mortgage operations gross margin isutatied by adding back impairment charges attridatebthe write-down of loans receivable.
No adjustments were made to mortgage operatiors gnasgins in the period presented because no impats occurrec

Year Ended December 31, 201

Mortgage
Operations
East West Canada 1) Total
Gross margin $111,42- $84,62: $104,40! $ 10,59¢ $311,04¢
Add back interest amortized to cost of reve 10,90¢ 9,50¢ 9,90¢ — 30,31¢
Adjusted gross margi $122,33( $94,12¢ $114,30¢ $ 10,59¢ $341,36:

@ Adjusted mortgage operations gross margin is caledlby adding back impairment charges attributiabtae writcdown of loans receivabl
No adjustments were made to mortgage operatiors gnasgins in the period presented because no impats occurrec

For the Period From July 13 Through December 31, 201

Mortgage
East West Canada Operations (1) Total
Gross margit $49,17: $22,97¢ $69,25( $ 4,08¢ $145,48:
Add back interest amortized to cost of reve 3,097 1,89¢ 5,12z — 10,11«
Adjusted gross margi $52,27( $24,87: $74,37: $ 4,084 $155,59°

(1) Adjusted mortgage operations gross margin isutated by adding back impairment charges attridatabthe write-down of loans receivable.
No adjustments were made to mortgage operatiors gnasgins in the period presented because no impats occurrec

For the Period From January 1 Through July 12, 201!

Mortgage
East West Canada Operations (1) Total
Gross margir $42,19¢ $20,07: $70,32¢ $ 1,65¢ $134,25(
Add back interest amortized to cost of reve 7,744 10,85¢ 824 — 19,42:
Adjusted gross margi $49,93¢ $30,92¢ $71,15( $ 1,65¢ $153,67:

(1) Adjusted mortgage operations gross margin isutated by adding back impairment charges attridatabthe write-down of loans receivable.
No adjustments were made to mortgage operatiors gnasgins in the period presented because no impats occurrec

As of December 31, 201

Corporate
Mortgage and
East West Canada Operations Unallocatec Total
Real estate inventory and land deposits $1,048,09  $1,002,501 $255,48° $ — $ — $2,306,07:
Investments in unconsolidated entit 20,19: — 118,11 1,24¢ — 139,55(
Other asset 103,10° 27,84 289,52 110,00 462,45( 992,93
Total asset $1,171,38  $1,030,34; $663,12¢ $ 111,24¢ $ 462,45(  $3,438,55!
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As of December 31, 201

Corporate
Mortgage and
East West Canada Operations Unallocatec Total
Real estate inventory and land deposits $741,91: $647,87 $243,12. $ — $ — $1,632,91.
Investments in unconsolidated entit 723 — 73,21( 532 — 74,46t
Other asset 109,53: 22,06¢ 315,43t 100,20( 483,36¢ 1,030,601
Total asset $852,24!  $669,94  $631,76¢ $ 100,73: $ 483,36- $2,738,05

16. CAPITAL STRUCTURE
Capital Structure prior to the Company’s Reorganizaion on April 9, 2013 and IPO on April 10, 2013:

On July 13, 2011, TMM Holdings, a partnership inigththe Principal Equityholders were the equityastors, acquired TMC and Monarch
from Taylor Wimpey plc, a United Kingdom publiciigied company. The Acquisition was funded by arrexmately $625.0 million Sponsor
Loan and $620.3 million in equity contributionsTMM Holdings. In August 2011, $125.0 million of tisponsor Loan was repaid. Certain
members of management contributed approximately ®8lion in equity to TMM Holdings in the Acquisin. Following the Acquisition,
TMM Holdings had 623,619,973 Class A Units heldly limited partners. Also as part of the Acquisitand in addition to Class A Units, JH
received 30,265,998 Class J-1 Units, 15,133,0085C]&2 Units, and 15,133,000 Class J-3 Units (ctbligly, the “Class J Units”). TMM
Holdings did not realize any proceeds relatingmissuance of the Class J Units, which were isBuednsideration for services to be provi
by the holders of such Units. TMM Holdings GP, |{tGeneral Partner”) a British Columbia corporatformed in 2011, was the general
partner of TMM Holdings.

On April 13, 2012, the Bond Co-Issuers issued $B5dillion of 2020 Senior Notes at an initial offiegi price of 100.0% of the principal
amount. The net proceeds from the sale of the B&20or Notes were $537.4 million, net of debt ismgacosts of $12.6 million, were used, in
part, to repay $350.0 million of the Sponsor LoBme remaining $150.0 million of the Sponsor Loarswaquired by a subsidiary of the Bond
Co-issuers, and the Principal Equityholders acquame additional 136,363,636 Class A Units in TMMIdiogs for $150.0 million. As part of
the new equity issuance, the same members of mangagevho initially invested in Class A Units at thequisition were given the opportun
to purchase additional Class A Units in TMM Holdéngnd certain of those members of managemenedléztpurchase an aggregate of
462,142 additional Class A Units in TMM Holdingshiwh were issued for proceeds of approximately $dilbon.

TMM Holdings also issued Class M Units in TMM Haidis to certain members of management as equity @oesagtion, subject to time and
performance vesting conditions, as discussed bebodysequent to the IPO, no additional Class M Unil&®MM Holdings will be awarded.
During 2012, two members of the Board of Direcfouschased 1,727,273 Class A Units in TMM Holdings$1.9 million.

Equity-Based Compensation — Class M Units

TMM Holdings Class M Units were issued as long-témoentive compensation to management and indepénagembers of the Board of
Directors. In addition, TMM Holdings issued phant@ass M Units to certain employees who reside@anada, which were treated as
Class M Units for purposes of this description #relfinancial statements.

The Class M Units in TMM Holdings had certain timesting and performance based vesting provisiansae precisely defined in the grant
agreements. Generally, 5/7 or 71.4% of the Clasdnits were designated as Time Vesting Units antiedest the rate of twenty percent
(20%) on each of the first, second, third, founld &ifth anniversaries of the grant date. For thgppses of calculating periodic equity-based
compensation expense, a five-year requisite sepaded had been assumed for the Time Vesting Wmitsexpense was recognized using the
straightline allocation method. In addition, upon terminatof a participant for any reason other than caunsgon resignation for good rea:
within the 24 month period following a change imtiol, all the then outstanding unvested Time \fegtinits were to immediately became
vested upon such termination. The remaining 2/2808% of the Class M Units that
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were designated as Performance Vesting Units vé&fi#lupon a 2.0x cash return on capital contribbiethe Principal Equityholders and the
remaining 50% upon a 2.5x return on capital contgd by the Principal Equityholders. Prior to tR®| the performance conditions were not
expected to be met.

Equity-Based Awards to Non-Employees — Class J Uit

TMM Holdings issued Class J Units as awards to employees for services rendered to TMM Holdingse Thass J Units were subject to the
participation preferences and other rights of thes€A Units and Class M Units as described inrbig along with time and performance
metrics that had not been met as of the time ofRie No Class J Units vested. Had these metriea hehieved and vesting occurred, the
Company would have recorded an expense relatée:teatiue of the Class J Units.

The Class M Units and Class J Units contained icerépurchase provisions that could result in aaravbeing settled in cash in the event of
certain types of termination scenarios. The Compstgblished a policy that settlement would nouocmtil the point in time where the unit
holder had borne sufficient risks and rewards afitggpwnership, assumed as six-months and one-iflas\esting.

Fair value

The Company accounts for equity-based compensgtiaccordance with the fair value provisions of AB@pic 718Compensation — Stock
Compensation Principles of option pricing theory were useaéiculate the fair value of the subject grants. érttlis methodology, the
various classes of TMM Holdings Units are modelsaal options with distinct claims on the assét§MM Holdings. The characteristics of
the Unit classes, as determined by the unit agreenaand the TMM Holdings limited partnership agreamdetermined the uniqueness of €
Unit's claim on TMM Holdings’ assets relative tochaother and the other components of TMM Holdingglital structure. Periodic valuations
were performed in order to properly recognize gguiiased compensation expense in the accompa@yngolidated and Combined
Statements of Operations as general and adminst@tpenses.

During 2012, the Company considered the followiigmigicant factors in preparing its business entisgvaluations:

» Additional capital contributions associatedhwtihe conversion of the Sponsor Loan to TMM Holdii@jass A Units and associated
management purchases of TMM Holdings Class A Uditgussed abovi

» Issuances of $675.0 million aggregate principal amof 2020 Senior Note
» Changes in multiples of book value of invested &zdfor the Compar’s comparable public-traded peers

e The state of the housing industry in generalluding the timing of the housing industry recgvand the Company’s view of the
sustainability of any such recove

e The Compan’s ability to access the debt and equity capitaketar

 The Compan’'s performance and results of operations and relaticators (including backlog

* Housing market conditions in the geographic areagthich the Company operate

» Changes in and uncertainties with respect to, regimational and international economic conditjcarsl

e The Compan’s ability to capitalize on any recovery in the hingsndustry.

Capital structure after the Company’s Reorganization on April 9, 2013 and IPO on April 10, 2013:
Initial public offering

On April 12, 2013, the Company completed its IP@®{857,800 shares of its Class A Common Stockydiirg 4,285,800 shares of Class A
Common Stock sold in connection with the full exeewf the option to purchase additional sharestgthto the underwriters, at a price to the
public of $22.00 per share, resulting in net proseaf $668.6 million to the Company. The sharesahdgading on the New York Stock
Exchange on April 10, 2013 under the ticker symiB®HC.” As a result of the completion of the IPOdiathe Reorganization Transactions (as
defined below), the Company became the indireamasf TMM Holdings.
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Reorganization Transactions

In connection with the IPO, the Company completsérées of transactions on April 9, 2013 (the “Ryamization Transactions”) pursuant to a
Reorganization Agreement dated as of April 9, 2Qt8 “Reorganization Agreement”) among the Compd&ew TMM, other subsidiaries of
TMHC, the Principal Equityholders, certain membeff§ MHC’s management and its Board of Director (tBoard”), TPG TMM Holdings

I, L.P. (the “TPG Holding Vehicle”), OCM TMM Holdigs I, L.P. (the “Oaktree Holding Vehicle” andgtiher with the TPG Holding
Vehicle, the “TPG and Oaktree Holding Vehicles"larMM Holdings. The Reorganization Agreement gosgehre terms of the
Reorganization Transactions, which are describddMriC’s Registration Statement on Form S-1 filedhvthe SEC.

In the Reorganization Transactions, the existingdrs of limited partnership interests in TMM Haids, including the Principal Equityholders
and certain members of TMHEmanagement and Board, through a series of tramssccontributed their limited partnership intgsein TMNV
Holdings to a new limited partnership, New TMM, Bubat TMM Holdings and the general partner of TNdktame wholly-owned
subsidiaries of New TMM. TMHC, through a seriegrahsactions, became the sole owner of the geparaier of New TMM, and TMHC
used a portion of the net cash proceeds receivititPO to purchase New TMM Units from New TMM .e3ése of Proceeds of the IPO
below.

In the Reorganization Transactions:
e TPG and Oaktree each formed the TPG Holding Velasiotethe Oaktree Holding Vehicle, respectiv:

» The Principal Equityholders and members of TMslhanagement and Board directly or indirectly erglea all of their respecti
Class A Units, Class J Units and performance-vg<iilass M Units in TMM Holdings on a one-for-onesisafor new equity
interests of the TPG and Oaktree Holding Vehicléh terms that are substantially the same as thesCA Units (other than certain
Class A Units exchanged by JH as described bel@ilaxs J Units (other than with respect to certaisting conditions) and
performanc-vesting Class M Units in TMM Holdings surrendered éxchange

» JH exchanged a portion of its Class A Units in TNMIdings for New TMM Units to be held by Ji

* Members of TMHC’s management and Board exchduadjeof their time-vesting Class M Units in TMM Htings for New TMM
Units with vesting terms that are substantially shene as those of the Class M Units surrenderegitdrange

* New TMM directly or indirectly acquired all of theélass A Units, Class J Units and Class M Unitstauating prior to th
Reorganization Transactions; &

» The TPG and Oaktree Holding Vehicles directly aitiectly acquired New TMM Units

Immediately following the consummation of the Rergation Transactions, the limited partners of NeMM consisted of the Company, the
TPG Holding Vehicle, the Oaktree Holding Vehicle, dnd certain members of the Company’s managenmehBaard. The number of New
TMM Units issued to each of the TPG and Oaktreeditgl Vehicles, JH and members of the Company’s mament and Board as described
above was determined based on a hypothetical ¢sishodtion by TMM Holdings of the Company’s pre@Rvalue to the holders of Class A
Units, Class J Units and Class M Units of TMM Holgt, the IPO and the price per share paid by tdenwriters for shares of Class A
Common Stock in the IPO, resulting in the issuaofckl2,784,964 New TMM Units and a correspondinghar of shares of the Company’s
Class B Common Stock.

In connection with the Reorganization Transactiding, TPG and Oaktree Holding Vehicles, JH and mesbethe Company’s management
and Board were also issued a number of shareg @dmpany’s Class B Common Stock equal to the nuoftldew TMM Units that each
received. One share of Class B Common Stock, tegettth one new TMM Unit is exchangeable into arehaf Class A Common Stock.

Use of Proceeds of the IPO —Fhe net proceeds from the sale of 32,857,800 sladiies Class A Common Stock in the IPO were $668.6
million after deducting underwriting discounts asammissions and offering costs.
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The Company used $204.2 million of the net proceddike IPO to acquire New TMM Units from New TMMt(a price equal to the price paid
by the underwriters for shares of Class A CommamriSin the IPO). New TMM contributed such net predeto TMM, which then

contributed such proceeds to the Bond Co-Issuarsdeem $189.6 million aggregate principal amoti2020 Senior Notes (at a purchase
price equal to 103.875% of their principal amoyhtis accrued and unpaid interest of $7.3 milliatigh the date of redemption). The
Company used the remaining $464.4 million of thiepmeceeds from the IPO, together with $18.1 millaf cash on hand to purchase
23,333,800 New TMM Units (at a price equal to thiegopaid by the underwriters for shares of the @any’s Class A Common Stock) held
the TPG and Oaktree Holding Vehicles, JH and aert@@mbers of the Company’s management and to ga$10.9 million of offering
expenses related to the IPO.

A summary of the use of the IPO proceeds followghpusands):

Use of Proceec

Proceeds from sale of Class A Common Stock $ 722,87
Underwriting discounts and commissic (43,377
Offering expense (10,907
Net proceed $ 668,59
Purchase of New TMM Units and corresponding shafédass B

Common Stocl (482,54
Principal and premium payment on 2020 Senior N (204,18()
Cash on han 18,12¢

$ —

Because the Company purchased New TMM Units atuatian in excess of the proportion of the bookueabf net assets acquired, the
Company incurred an immediate dilution of $297.8iam, which is calculated as the net proceeds Umethe Company to purchase New
TMM Units of $668.6 million less the book valuesfch interests of $371.0 million. This dilutiorréflected within the Company’s APIC as a
reallocation from APIC to non-controlling interestsPrincipal Equityholders in the accompanying Giidated and Combined Statements of
Shareholders’ Equity.

Impact to Quarterly Information Previously Filed — The previously filed Consolidated Statements otktolders’ Equity for the six and
nine months ended June 30, 2013 and Septembe®38,dd not reflect the $297.6 million re-allocatibetween APIC and non-controlling
interest — Principal Equityholders. The impacttagterror to the previously issued financial stadata is a decrease in APIC and a
corresponding equivalent increase to non-contmliimierest — Principal Equityholders of $297.6 roiil for both periods. There would be no
impact on the total balance of equity, share coanfweviously reported earnings per share arglribt material to our previously issued
consolidated financial statements.

Capital Stock —Under its amended and restated Certificate of pm@tion, The Company’s authorized capital stoaksexis of 400,000,000
shares of Class A Common Stock, 200,000,000 sledi@gss B Common Stock, and 50,000,000 sharesetéped stock, par value $0.00001
per share.

Holders of Class A Common Stock and Class B Com8tork are entitled to one vote for each share deldll matters submitted to
stockholders for their vote or approval. The haddefrClass A Common Stock and Class B Common Stotktogether as a single class on all
matters submitted to stockholders for their votagproval, except with respect to the amendmenéedhin provisions of the amended and
restated Certificate of Incorporation that wouldabr change the powers, preferences or spegtatisrbf the Class B Common Stock so as to
affect them adversely, which amendments must beoapg by a majority of the votes entitled to betdpsthe holders of the shares affected b
the amendment, voting as a separate class, oheswige required by applicable law. The voting ppwfethe outstanding Class B Common
Stock (expressed as a percentage of the totalgzptiver of all common stock) is equal to the petaga of partnership interests in TMM
Holdings not held directly or indirectly by the Cpamy.
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Equity-Based Compensation — Class M

Units of Holding Vehicles— The Principal Equityholders and members of thenGany’s management and Board directly or indirectly
exchanged all of their performance-vesting Clasdits in TMM Holdings on a one-for-one basis fomnequity interests of the TPG and
Oaktree Holding Vehicles with terms that are sultsitly the same (“Holding Vehicle Performance it

No Performance Vesting Class M Units vested podhe IPO. Concurrent with the IPO in the seconartgu of 2013, the Compal
determined that it was probable that the perforreamnditions for the 752,782 Holding Vehicle Parfance Units outstanding would be met.
Consequently, the Company recorded the $2.8 mifliamt date fair value related to those Holding idlehPerformance Units as general and
administrative expenses in the accompanying Cafesteldl and Combined Statements of Operations.

Members of the Company’s management and Board agelzall of their time-vesting Class M Units in TMNbldings for New TMM Units
with vesting terms that are substantially the sam#hose of the Class M Units surrendered for exgha

As of December 31, 2013 and December 31, 2012 there 764,751 and 525,188, respectively, time mgdtiew TMM Units vested. The
corresponding amount of the Company’s Class B Com8tock is included in the 89,451,164 shares o§<Bcommon stock outstanding as
of December 31, 2013.

The following is a summary of the activity for ttime-vesting New TMM Units issued to members of agegment and the Board of Directors:

Weighted Average

Number of Grant Date Fair
Awards Value
As of January 1, 201® 1,812,09 $ 4.9(
Paid out in connection with the IF (156,630 3.64
As of December 31, 201 1,655,46! $ 5.0z

@) Reflects time vesting units in TMN

As of December 31, 2013, of the 1,655,469 awaldsgetwere 890,719 New TMM Units outstanding andested, which have an aggregate
grant date fair value of $5.0 million. Unamortizemmpensation expense of $5.2 million for thosesuisiexpected to be recorded over a
weighted average period of 3.2 years. Compensatipense for the year ended December 31, 2013 wasi§llion, and for the year ended
December 31, 2012 was $2.0 million, and is recoidegeneral and administrative expenses.

There are no remaining unissued Class M Unit awander the Class M Unit Plan and the Company doesitend to grant any future awards
under the Class M Unit Plan. The Company intendsrminate the Class M Unit Plan.

Equity-Based Awards to Non-Employees-Class J Uniaf Holding Vehicles —The JH Entities directly or indirectly exchangebddltheir
respective Class J Units in TMM Holdings on a ooedne basis for new equity interests of the TP& @aktree Holding Vehicles with terms
that are substantially the same (other than wipeet to certain vesting conditions).

No Performance Class J Units vested prior to ti@ IR connection with the Reorganization Transaiprior to the IPO, the JHI Managem

Services Agreement (“the JHI Services Agreemergtijeen JH and TMM Holdings was terminated, resgliina modification to the vesting
conditions of the 5,014,426 New TMM Units that riésd in the removal of a service vesting conditiBonsequently, the Company recorded
an $80.2 million noreash charge related to those units as TransactiparSes. A corresponding number of Class B ComntackSs includec

in the 89,451,164 shares of Class B Common Stotdtanding at December 31, 2013.
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Stock-Based Compensation — April 2013, the Company adopted the Taylor M&ori Home Corporation 2013 Omnibus Equity Award
(the “Plan”). The Plan provides for the grant afcét options, restricted stock units, and other d&#ased on the Company’s common stock.
As of December 31, 2013 the maximum number of shaffi¢he Company’s Class A Common Stock that maguiiect to awards under the
Plan is 7,956,955, subject to adjustment in acameavith the terms of the Plan. The Company haaiggnegate of 6,517,310 shares of
Common Stock available for future grants undemRtaa at December 31, 2013.

Stock Options —Options under the Plan granted in connection viihGompany’s IPO vest and become exercisable yatahthe second,
third, fourth and fifth anniversary of the dategofint. The majority of options granted in the pdsisubsequent to the IPO vest and become
exercisable ratably on the first, second and thindiversary of the date of grant. Vesting of théams is subject to continued employment on
the applicable vesting dates, and expires withinytars from the date of grant. The following taflenmarizes stock option activity for the
Plan:

Weighted
Weighted Average Aggregate
Average Exercisi Remaining Intrinsic
Contractual Value
Shares Price Per Share Life (In Years) (in thousands
Outstanding at January 1, 2013 — $ —
Granted 1,380,82! 22.41
Exercisec — —
Cancellec (130,000 22.0(
Outstanding at December 31, 2( 1,250,82! $ 22.4¢ 9.2 $ 52C
Vested and exercisable at the end of the
period — $ — — $ _

() The aggregate intrinsic value is based on the markee of the Company’s Common Stock on DecemBe2813, the last trading day in
December 2013, which was $22.13, less the appéoakércise price of the underlying option. Thisraggte intrinsic value represents
amount that would have been realized if all theampholders had exercised their options on Decer@be2013

The fair value of each option granted is estimatethe date of grant using the Black-Scholes optiicing model considering the weighted
average assumptions noted in the following tabkpeEted volatilities are based on the historicatlstprice volatility of five comparable
publicly traded home builders. Expected term, whigbresents the period of time that options graatecexpected to be outstanding, is
estimated using expected term data disclosed bycfivnparable publicly traded home builders. Dudédimited number and homogeneous
nature of option holders, the expected term wakiated using a single group. The risk-free ratesised on the U.S. Treasury yield curve for
periods equivalent to the expected term of theoogton the grant date.

Year Ended December 3:

2013
Expected dividend yield 0.C%
Expected volatility 56.5%
Risk-free interest rat 0.54%
Expected term (year: 4.2¢
Weighted average fair value of options granted
during the yea $ 11.57

As of December 31, 2013 approximately $12.4 milliddmunrecognized stock based compensation relatadvested stock options (net of
estimated forfeitures) is expected to be recogn@memnt a weighted average period of 4.3 years.

Restricted Stock Units —The Company’s Restricted Stock Units (“RSUs”) cehsf shares of the Company’s Class A Common Stteak
have been awarded to employees and directors @dhgpany. The RSUs granted in connection with B@ shall become vested with respect
to 25% of the RSUs on each of the first four anrgages of the grant date; provided, that, if tefgrmance condition has not been met as of
any such annual vesting date, then such portion
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of the RSUs shall continue to have the opportulaitpecome vested with respect to the performanediton on such subsequent date on
which the performance condition is first satisfigtie “performance condition” shall be satisfiedyoifithe weighted average price (after
reduction for underwriting discount and commiss)amtswhich the TPG and Oaktree holding vehiclesshastually sold their New TMM Units
or related shares of Class A Common Stock, excined$22.00 price per share of the Company’s Cla€amimon Stock paid by the public in
the Company’s IPO, it being understood that (isales by the Principal Equityholders through Ddeen31, 2015 will be included (including
sales of New TMM Units as part of the syntheticosetary component of the IPO) and (ii) the “perfonme condition'will be satisfied the firs
time prior to December 31, 2015 that the weighteerage price per New TMM Unit (or related shar¢haf Company’s Class A Common
Stock) actually sold by the TPG and Oaktree Holdliepicles, after reduction for underwriting discband commissions, exceeds the
applicable threshold. If the performance conditias not been met as of December 31, 2015, alkdR®BUs being granted subject to the
performance condition shall be automatically fagdiwithout consideration and are of no furthecéoor effect. As these awards contained
both service and market performance conditionsCitvapany has recorded the compensation expensed étathese awards over the service
period as that condition is longer than the mapegformance condition. Most of the restricted stooks granted in the periods subsequent to
the IPO will become fully vested on the first arersary of the grant date. The following table sumnes the activity of the Company’s RSUs:

Weighted
Average
Grant Date
Shares Fair Value
Balance at January 1, 2013 — $ —
Granted 200,84¢ 24.1*
Vested — —
Forfeited (12,030 24.3(
Balance at December 31, 20 188,81« $ 24.1¢

As of December 31, 2013, approximately $3.7 millidrunrecognized stock-based compensation expefeted to unvested RSUs, net of
estimated forfeitures, is expected to be recognizest a weighted-average period of approximatedyy@ars.

Summary of Stock-Based Compensation Expense

The following table summarizes the components daskiication of stock-based compensation expensddusands), which is included in
general and administrative expenses in the accopnmaonsolidated and Combined Statements of Ojpesat

Year Ended December 31

2013 2012
M Units $ 4,27( $ 1,97¢
J Units 80,19( —
Stock options 2,04: —
Restricted stoc 81F —
Total stock compensatic $ 87,31¢ $ 1,97¢

Tax benefits attributable to stock-based compemsatipresented 38.5% of stock-based compensatfensz.
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17. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

Quarterly results are as follows (in thousandsepkper share data):

First Second Third Fourth
Quarter 20132 Quarter 2013 Quarter 20132 Quarter 20132
Total revenue $ 381,51 $ 508,86 $ 634,44: $ 798,41
Gross margir 81,54¢ 104,94( 134,22: 184,58(
Income before income tax 39,87: (147,78 84,30: 121,54(
Income before nc-controlling interests, net of te 24,331 (78,287 52,63: 96,18¢
Net income available to the Compe — 5,32 14,26: 25,83(
Basic and diluted earnings per sh N/A $ 0.1¢ $ 0.4: $ 0.7¢
First Second Third Fourth

Quarter 2012 Quarter 2012 Quarter, 2012 Quarter 2012

Total revenue $ 239,42 $ 318,14 $ 321,45! $ 556,69:

Gross margir 43,79¢ 61,87: 74,15« 131,22.

Income before income tax 16,057 18,66( 44,02: 91,81:
Income before nc-controlling interests, net of te 10,55¢ 28,83¢ 42,43t 349,01
Net income available to the Compe 10,291 28,85¢ 42,60: 349,06:®

M The Company recorded a net tax benefit of $2571@omiin the fourth quarter of 2012 from the revadref a deferred tax asset valuation
allowance. SeNote 11— Income Taxe, for additional information

Correction to Quarterly Information Previously Filed —The previously filed Consolidated Statement of Bhadders’Equity as of June 3l
2013 and September 30, 2013 did not reflect th& $2@illion reallocation between Additional Paid@apital and Non Controlling Interest —
Principal Equityholders as describedNnte 16 — Capital StructureFor additional details sédote 16 — Capital Structure — Impact to
Quarterly Information Previously Filed.

18. COMMITMENTS AND CONTINGENCIES

Letters of Credit and Surety Bonds — The Company is committed, under various lettérsredit and surety bonds, to perform certain
development and construction activities and proeel¢ain guarantees in the normal course of busir@gtstanding letters of credit and surety
bonds under these arrangements, including the Coyigshare of responsibility for arrangements waith joint ventures, totaled

$212.2 million and $230.8 million as of December 3013 and 2012, respectively. Although significdetelopment and construction
activities have been completed related to thesamiprovements, the bonds are generally not redeast! all development and construction
activities are completed. The Company does noebelthat it is probable that any outstanding basdsf December 31, 2013, will be drawn
upon.

Purchase Commitments— The Company is subject to the usual obligatessociated with entering into contracts (includipgon

contracts) for the purchase, development, andadakal estate in the routine conduct of its busénd he Company has a number of land
purchase option contracts, generally through caglosits or letters of credit, for the right to fuase land or lots at a future point in time with
predetermined terms. The Company does not haedaithe property and the creditors generally hevescourse against it except in Canada
where sellers have full recourse under statutagulegions. The Company’obligations with respect to the option contractsgenerally limite
to the forfeiture of the related non-refundablehcdsposits and/or letters of credit. At December2Bil3 and 2012, the Company had the right
to purchase approximately 6,570 and 5,013 lots laghel option and land purchase contracts, resgdgtiwhich represents an aggregate
purchase price of $500.9 million and $268.0 millatrDecember 31, 2013 and 2012, respectively. Aebwber 31, 2013, the Company had
$43.7 million in land deposits and $14.9 millioniétters of credit related to land options and lpncthase contracts, respectively. At
December 31, 2012, the Company had $28.7 millidand deposits and $0.2 million in letters of ctedlated to land options and land
purchase contracts.
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Legal Proceedings— The Company is involved in various litigationddiegal claims in the normal course of its busingsarations, including
actions brought on behalf of various classes afrdats. The Company is also subject to a varietpadl, state, and federal laws and
regulations related to land development activitiesjse construction standards, sales practicesgay® lending operations, employment
practices, and protection of the environment. Assallt, the Company is subject to periodic exanmmabr inquiry by various governmental
agencies that administer these laws and regulations

The Company establishes liabilities for legal clsiamd regulatory matters when such matters aregvotiable of occurring and any potential
loss is reasonably estimable. At December 31, 20tBDecember 31, 2012, the Company’s legal accwes $4.9 million and $7.5 million,
respectively. The Company accrues for such mab@sed on the facts and circumstances specificcio matter and revises these estimates as
the matters evolve. In such cases, there may &xiskposure to loss in excess of any amounts dlyri@ecrued. In view of the inherent
difficulty of predicting the outcome of these legald regulatory matters, the Company generally aapredict the ultimate resolution of the
pending matters, the related timing, or the evdritss. While the outcome of such contingenciesioabe predicted with certainty, the
Company does not believe that the resolution ofi snatters will have a material adverse impact emasults of operations, financial position,
or cash flows. However, to the extent the liabititysing from the ultimate resolution of any mati®ceeds the estimates reflected in the
recorded reserves relating to such matter, the @ognpould incur additional charges that could lgaificant.

Operating Leases— The Company leases office facilities and cer&gjnipment under operating lease agreements. Ihaasss, the
Company expects that, in the normal course of lessinleases that expire will be renewed or replageagther leases. Approximate future
minimum payments under the non-cancelable leaseffént at December 31, 2013, are as follows (@uands):

Lease
Years Ending December 31 Payment:
0 P $ 6,371
20 e 6,407
Thereafte. ... .o 1,20¢
B o] 7= | $24,90(

Rent expense under non-cancelable operating léast® year ended December 31, 2013, the yeardeDdeember 31, 2012, the period from
July 13, 2011 through December 31, 2011, and ®p#riod from January 1, 2011 through July 12, 20&k $4.9 million, $3.8 million,

$1.6 million, and $2.0 million, respectively, arsdimcluded in general and administrative expensasles commissions and other marketing
costs in the accompanying Consolidated and Comtstatkments of Operations.

Sublease income under non-cancelable operatingddasthe year ended December 31, 2013, the yelmdeDecember 31, 2012, the period
from July 13, 2011 through December 31, 2011, aedoeriod from January 1, 2011 through July 12120d&s $0.4 million, $0.5 million,
$0.5 million, and $0.5 million, respectively, ardincluded in general and administrative expensssles, commissions and other marketing
costs in the accompanying Consolidated and Comt&te@ments of Operations. Total sublease incorbe teceived in years subsequent to
December 31, 2013, is $0.1 million.

19. SUBSEQUENT EVENTS

On January 15, 2014, TMC and various other subgidiaf TMHC entered into Amendment No. 1 to thetdeed Revolving Credit Facility.
This Amendment No. 1 released Monarch from alt®bbligations under the Restated Revolving Creddility. As a result, the only borrower
under the Restated Revolving Credit Facility is TMC
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Under the supervision and with the participatiomof Chief Executive Officer and Chief Financiaffidér, management has evaluated the
effectiveness of the design and operation of asgldsure controls and procedures (as defined ieRLBa-15(e) or 15d-15(e) of the Exchange
Act) as of December 31, 2013. Based upon that atialuy our Chief Executive Officer and Chief Fine©fficer concluded that, our
disclosure controls and procedures are effectivensure information is recorded, processed, surzethdand reported within the periods
specified in the Securities and Exchange Commissiofes and forms and is accumulated and commtedda our management, including
our Chief Executive Officer and Chief Financial iO#fr, as appropriate to allow timely decisions regey required disclosure.

Our management, including our Chief Executive @ifiand Chief Financial Officer, does not expect tha disclosure controls and procedt
will prevent all errors and all fraud. A controlstgm, no matter how well conceived and operatetpeavide only reasonable, not absolute,
assurance that the objectives of the control systenmet. Further, the design of a control systamtmeflect the fact that there are resource
constraints, and the benefits of controls mustdiesiclered relative to their costs. Because ofrtherient limitations in all control systems, no
evaluation of controls can provide absolute assigrdimat all control issues and instances of fréway, have been detected. These inherent
limitations include the realities that judgmentsietision-making can be faulty and that breakdosamsoccur because of simple error and
mistake. Additionally, controls can be circumventgdthe individual acts of some persons, by callngif two or more people or by
management override of controls.

The design of any system of controls also is bas@drt upon certain assumptions about the likeléhof future events, and there can be no
assurance that any design will succeed in achiatsngjated goals under all potential future cand&. Over time, a control may become
inadequate because of changes in conditions oubedhe degree of compliance with the policiesroc@dures may deteriorate. Because o
inherent limitations in a cost-effective controbm, misstatements due to error or fraud may cmedmay not be detected.

Management’'s Annual Report on Internal Control Over Financial Reporting

This Annual Report does not include a report of agament’s assessment regarding internal contralfonancial reporting or an attestation
report of the Company’s independent registeredipaloicounting firm due to a transition period eBslied by rules of the SEC for newly
public companies.

Changes in Internal Controls

No change in our internal control over financiglogling as such term is defined in Exchange AceRuB«-15(f) occurred during the year ent
December 31, 2013 that has materially affecteds orasonably likely to materially affect, our imtal control over financial reporting.

ITEM 9B. OTHER INFORMATION

None.
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PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information required by Items 401, 405, 406 48d(c)(3), (d)(4) and (d)(5) of Regulation S-K Mk set forth in our 2014 Annual
Meeting Proxy Statement, which will be filed witiet Securities and Exchange Commission not later 128 days after December 31, 2013
(the “Proxy Statement”). For the limited purposeadviding the information necessary to comply wifits Item 10, the Proxy Statement is
incorporated herein by this reference. All refeenito the Proxy Statement in this Part 11l are @sigk of the information set forth under the
captions “Compensation Committee Report” and “A@iimmittee Report.”

ITEM11. EXECUTIVE COMPENSATION

The information required by Items 402 and 407(e3f] (e)(5) of Regulation S-K will be set forthtie Proxy Statement. For the limited
purpose of providing the information necessaryamply with this Item 11, the Proxy Statement isoiporated herein by this reference.

ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Securities Authorized for Issuance under Equity Cpansation Plans
Equity Compensation Plan Information

The following table provides information with regpéo the Taylor Morrison Home Corporation 2013 Glouis Equity Award Plan (the “2013
Equity Plan”) under which our equity securities atghorized for issuance as of December 31, 2013.

Number of
securities
remaining
available for
future issuance
Weighted-
Number of average exercis under equity
securities to be compensation
issued upon exercis price of plans excluding
outstanding
of outstanding options, securities
options, warrants warrants and reflected in
and rights rights column (a))
Plan Category (@) (b) (c)
Equity compensation plans approved b
security holder(d) 1,439,64! $ 22.4t@ 6,517,31®

Equity compensation plans not approved
by security holder — — —

(1 Equity compensation plans approved by securitydrsldovers the 2013 Equity Plan. The 2013 Equiay I currently our only
compensation plan pursuant to which our equityvarded. This figure does not include the 1,655M6% TMM Units (and the
corresponding shares of our Class B Common Stheit)can be exchanged on a one-for-one basis foesbéour Class A Common
Stock. The New TMM Units were issued pursuant @ TMM Holdings Il Limited Partnership 2013 CommonitJPlan and were not
made pursuant to any equity compensation |

(@ Column (a) includes 188,816 shares of our Clasom@on Stock underlying outstanding restricted siauks. Because there is no
exercise price associated with restricted stoctsysiich equity awards are not include in the weidfaverage exercise price calculation
in column (b).

(®  Atotal of 7,956,955 shares of our Class A CommumtiShave been authorized for issuance pursuahetterms of the 2013 Equity
Plan.

The information required by Item 403 of RegulatiiK will be set forth in the Proxy Statement. Huoe timited purpose of providing the
information necessary to comply with this Item & Proxy Statement is incorporated herein byréfisrence.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by Items 404 and 407(afRefulation S-K will be set forth in the Proxy Staent. For the limited purpose of
providing the information necessary to comply wtits Item 13, the Proxy Statement is incorporatecim by this reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

This information required by Item 9(e) of SchedidA will be set forth in the Proxy Statement. Hue timited purpose of providing the
information necessary to comply with this Item thg Proxy Statement is incorporated herein byréfisrence.

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

Exhibit

No.

3.1

3.2

4.1

4.2

4.3

10.1

10.2

10.3

10.4

10.5

Description

Amended and Restated Certificate of Incorporatinalded as Exhibit 3.1 to the Company’s Currenpdteon Form 8-K,
filed on April 15, 2013, and incorporated hereinrbference)

Amended and Restated By-laws (included as ExhiBit@the Company’s Current Report on Form 8-Kedibn April 15,
2013, and incorporated herein by referen

Indenture, dated as of April 16, 2013, relatind &ylor Morrison Communities, Inc.’s and Monarch Gomnities Inc.’s
5.25% Senior Notes due 2021 by and among Tayloristor Communities Inc., Monarch Communities Inal &vells
Fargo Bank, National Association (included as Eihill to the Company’s Quarterly Report on FormQ€r the quarter
ended June 30, 201!

Indenture, dated as of April 13, 2012, relating &ylor Morrison Communities, Inc.’s and Monarch Gomnities Inc.’s
7.750% Senior Notes due 2020, by and among Taytorisbn Communities, Inc., Monarch Communities | tice
guarantors party thereto and Wells Fargo Bank,ddatiAssociation, as trustee (incorporated by ezfee from Exhibit 4.1
to Amendment No. 5 to Taylor Morrison Home Corpimna’s Registration Statement on Fori-1 filed on April 4, 2013)

Specimen Class A Common Stock Certificate of Tajorrison Home Corporation (incorporated by refeefrom Exhibil
4.2 to Amendment No. 5 to Taylor Morrison Home Gugtion’s Registration Statement on Form S-1 fadedApril 4,
2013).

Registration Rights Agreement, dated as of Apr@@®1.3, by and among Taylor Morrison Home Corporatiad the other
parties named therein (included as Exhibit 10.théoCompany’s Current Report on Form 8-K, filedAgril 15, 2013, and
incorporated herein by referenc

Amended and Restated Agreement of Exempted Linfitthership of TMM Holdings Il Limited Partnershigted as of
April 9, 2013 (included as Exhibit 10.2 to the Camnp’s Current Report on Form 8-K, filed on April, 2013, and
incorporated herein by referenc

Exchange Agreement, dated as of April 9, 2013,ra/among Taylor Morrison Home Corporation and ttheepparties
named therein (included as Exhibit 10.3 to the Camyfs Current Report on Form 8-K, filed on April, 2813, and
incorporated herein by referenc

Stockholders Agreement, dated as of April 9, 2@}3and among Taylor Morrison Home Corporation dreldther parties
named therein (included as Exhibit 10.4 to the Camyfs Current Report on Form 8-K, filed on April, 2013, and
incorporated herein by referenc

Put/Call Agreement, dated as of April 9, 2013, hg among Taylor Morrison Home Corporation and TRNEVI
Holdings Il, L.P. and OCM TMM Holdings I, L.P (iheded as Exhibit 10.5 to the Company’s Current Repo Form 8-K,
filed on April 15, 2013, and incorporated hereinrbference)
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Exhibit
No.

10.6

10.7

10.8

10.9

10.9(a

10.9(b

10.10

10.11

10.12

10.13

10.14

Description

Reorganization Agreement, dated as of April 9, 2@}3and among Taylor Morrison Home Corporation tredother
parties named therein (included as Exhibit 10.théoCompany’s Current Report on Form 8-K, filedApnil 15, 2013,
and incorporated herein by referenc

U.S. Parent Governance Agreement, dated as of 8p2013, by and among Taylor Morrison Home Corfiona Taylor
Morrison Holdings, Inc. and the other parties narealein (included as Exhibit 10.7 to the Compargtsrent Report on
Form &K, filed on April 15, 2013, and incorporated herbinreference)

Canadian Parent Governance Agreement, dated agridfda2013, by and among Taylor Morrison Home [@wation,
Monarch Communities Inc. and the other parties mhtherein (included as Exhibit 10.8 to the Compar@urrent Repol
on Form K, filed on April 15, 2013, and incorporated herbinreference)

Credit Agreement, dated as of July 13, 2011, anidayjor Morrison Communities, Inc., Monarch Corparai TMM
Holdings Limited Partnership, Monarch Communities.) Monarch Parent Inc., Taylor Morrison Holdinlys;., Taylor
Morrison Finance, Inc., the lenders party therett @redit Suisse AG, as administrative agent (ipoated by reference
from Exhibit 10.1 to Amendment No. 5 to Taylor Mison Home Corporation’s Registration Statement om+S-1 filed
on April 4, 2013)

Amendment Agreement, dated as of April 12, 2013héoCredit Agreement dated as of July 13, 201 hasnded and
restated as of April 13, 2012 and as thereaftemalex as of August 15, 2012 and December 27, 2@ih@)ng Taylor
Morrison Communities Inc., Monarch Corporation, TMidIdings Limited Partnership and the other paniased
therein (included as Exhibit 10.9 to the Compar@srent Report on Form 8-K, filed on April 15, 20E3d incorporated
herein by reference

Amendment No. 1, dated as of January 15, 2014hea&econd Amended and Restated Credit Agreemeat da of July
13, 2011 (as amended and restated as of Aprild1®,2hereafter amended as of August 15, 2012 auember 27, 2012
and as further amended and restated as of AprRa23), by and among Taylor Morrison Communities, | Monarch
Corporation, TMM Holdings Limited Partnership, Mool Communities Inc., Monarch Parent Inc., Taylarkkon
Holdings, Inc., Taylor Morrison Finance, Inc., feaders party thereto and Credit Suisse AG, as ridtrative agent for
the lenders (included as Exhibit 10.1 to the Comjsa@urrent Report on Form 8-K, filed on January 2014, and
incorporated herein by referenc

Form of Indemnification Agreement (included as Ehi0.4 to the Company’s Registration StatemenfFomm S-1, as
amended (File No. 3-185269), filed on April 4, 2013, and incorporateddin by reference

Taylor Morrison Home Corporation 2013 Omnibus Egéitvard Plan (included as Exhibit 10.14 to the Camgs
Registration Statement on Form S-1, as amendesl el 333-185269fijled on April 4, 2013, and incorporated hereir
reference)

Form of Employee Nonqualified Option Award Agreernfan use with the Taylor Morrison Home Corporat2®il3
Omnibus Equity Award Plan (included as Exhibit B)t@ the Company’s Registration Statement on Forln &
amended (File No. 3:-185269), filed on April 4, 2013, and incorporatedtdin by reference

Taylor Morrison Long-Term Cash Incentive Plan (irparated by reference from Exhibit 10.19 to Amendti¢o. 4 to
Taylor Morrison Home Corporati’s Registration Statement on Forr-1 filed on April 4, 2013)

Form of Restricted Stock Unit Agreement for usehwtfite Taylor Morrison Home Corporation 2013 Omnikigsiity
Award Plan (included as Exhibit 10.16 to the CompaiRegistration Statement on Form S-1, as amef(i€iéalNo. 333-
185269), filed on April 1, 2013, and incorporategtdin by reference
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Exhibit
No. Description
10.15 Form of Class B Common Stock Subscription Agreemsétiit Taylor Morrison Home Corporation (included Ehibit

10.17 to the Company’s Registration Statement amF®-1, as amended (File No. 333-185269), filed\pril 8, 2013, and
incorporated herein by referenc

10.16 TMM Holdings Il Limited Partnership 2013 Common tRian (included as Exhibit 10.23 to the Compamegistration
Statement on Form-1, as amended (File No. 2-185269), filed on April 4, 2013, and incorporateddin by reference

10.17 Employment Agreement, dated as of July 13, 201tlyden Taylor Morrison, Inc. and Sheryl D. Palmacrporated by
reference from Exhibit 10.7 to Taylor Morrison Ho@erporation’s Registration Statement on Form 8etl fon December
5, 2012).

10.17(a) First Amendment to Employment Agreement, dated Way2012, between Taylor Morrison, Inc. and SheryPalmer

(incorporated by reference from Exhibit 10.8 to Bayorrison Home Corporation’s Registration Stagon Form S-1
filed on December 5, 201z

10.18 Employment Agreement, dated as of January 1, 266t8een Taylor Morrison, Inc. and C. David Conediporated by
reference from Exhibit 10.9 to Amendment No. 3 &ylor Morrison Home Corporation’s Registration 8taent on Form S-
1 filed on March 6, 2013

10.19 Form of Restrictive Covenants Agreement with Taytmrrison, Inc. (incorporated by reference from Eih10.12 to
Amendment No. 3 to Taylor Morrison Home Corpora's Registration Statement on Fori-1 filed on March 6, 2013

21.1* Subsidiaries of Taylor Morrison Home Corporat
23.1* Consent of Deloitte & Touche LL
24.1* Power of Attorney (included on signature pa
31.1* Certification of Sheryl D. Palmer, Chief Executi@éficer, pursuant to Section 302 of the Sarb—Oxley Act of 2002
31.2* Certification of C. David Cone, Chief Financial @#r, pursuant to Section 302 of the Sarb—Oxley Act of 2002
32.1* Certification of Sheryl D. Palmer, Chief Executi@éficer, pursuant to Section 906 of the Sarb—Oxley Act of 2002
32.2* Certification of C. David Cone, Chief Financial @#r, pursuant to Section 906 of the Sarb—Oxley Act of 2002
101.INSt XBRL Instance Documen
101.SCH- XBRL Taxonomy Extension Schema Documg
101.CALt XBRL Taxonomy Extension Calculation Linkbase Docun
101.DEH XBRL Taxonomy Extension Definition Linkbase Docurhe
101.LABt XBRL Taxonomy Extension Label Linkbase Docum
101.PRE" XBRL Taxonomy Extension Presentation Linkbase Doeni

* Filed herewith

T XBRL information is deemed not filed or a parteofegistration statement or Annual Report for pags of Sections 11 and 12 of the
Securities Act of 1933, as amended, is deemedledtfbr purposes of Section 18 of the SecuritigsHange Act of 1934, as amended, and
otherwise is not subject to liability under sucbtms.
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SIGNATURES
Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisdAthnual Report to be signed on its
behalf by the undersigned thereunto duly authorized

TAYLOR MORRISON HOME CORPORATION
Registran

DATE: February 24, 201

/sl Sheryl D. Palmer

Sheryl D. Palme

President and Chief Executive Officer
(Principal Executive Officer

/s/ C. David Cone

C. David Cone

Vice President and Chief Financial Officer

(Principal Financial Officer, Principal Accountii@fficer)

KNOW ALL MEN BY THESE PRESENTS , that each person whose signature appears belostittdes and appoints Sheryl D. Palmer, C.
David Cone and Darrell C. Sherman, and each of tinsror her true and lawful attorneys-in-fact agents, with full power of substitution
and re-substitution, for him or her and in his er hame, place and stead, in any and all capaditiesgn any and all amendments to this
Annual Report on Form 10-K, and to file the samith&ll exhibits thereto and other documents inre@mtion therewith the Securities and
Exchange Commission, granting unto said attorneyfadt and agents, and each of them, full poweraaritority to do and perform each and
every act and thing requisite and necessary twhe th and about the premises, as fully and tmedhts and purposes as he or she might or
could do in person hereby ratifying and confirmaigthat said attorneys-in-fact and agents, oohiser substitute or substitutes, may lawfully
do or cause to be done by virtue hereof.

Pursuant to the requirements of the SecuritiesEmthange Act of 1934, the report has been signkdhbigy the following persons on behalf
the Registrant and in the capacities and on thesdatlicated.

Signature Title Date
/s/ Sheryl D. Palmer President and Chief Executive Offic February 24, 201
Sheryl D. Palme
/s/ C. David Cone Vice President and Chief Financial Offic February 24, 201
C. David Cong
/sl Timothy R. Eller Director and Chairman of the Board of February 24, 2014
Timothy R. Eller Directors
/s/ John Brady Director February 24, 201
John Brad
/sl Kelvin Davis Director February 24, 201
Kelvin Davis
/sl James Henry Director February 24, 201
James Henr
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Signature

/s/ Joe S. Houssian

Joe S. Houssie

/s/ Jason Keller

Jason Kelle

/sl Greg Kranias

Greg Krania:

/s/ Peter Lane

Peter Lant

/s/ David Merritt

David Merritt

/sl Rajath Shourie

Rajath Shourir
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Director

Director

Director

Director

Director

Director

Date

February 24, 201

February 24, 201

February 24, 201

February 24, 201

February 24, 201

February 24, 201
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Exhibit

No.

3.1

3.2

4.1

4.2

4.3

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

EXHIBIT INDEX

Description

Amended and Restated Certificate of Incorporatinaded as Exhibit 3.1 to the Company’s Currenpéteon Form 8-K, filed
on April 15, 2013, and incorporated herein by refiee).

Amended and Restated By-laws (included as ExhiBit@the Company’s Current Report on Form 8-kedibn April 15, 2013,
and incorporated herein by referenc

Indenture, dated as of April 16, 2013, relating &ylor Morrison Communities, Inc.’s and Monarch Gomnities Inc.’s 5.25%
Senior Notes due 2021 by and among Taylor MorriSommunities Inc., Monarch Communities Inc. and \&/€krgo Bank,
National Association (included as Exhibit 4.1 te thbompan’s Quarterly Report on Form 10-Q for the quartedtezhJune 30,
2013).

Indenture, dated as of April 13, 2012, relating &ylor Morrison Communities, Inc.’s and Monarch Goomities Inc.’s 7.750%
Senior Notes due 2020, by and among Taylor MorrS8ommunities, Inc., Monarch Communities Inc., thamntors party
thereto and Wells Fargo Bank, National Associatamtrustee (incorporated by reference from ExHilditto Amendment No. 5°
Taylor Morrison Home Corporati’s Registration Statement on Fori-1 filed on April 4, 2013)

Specimen Class A Common Stock Certificate of Tajorrison Home Corporation (incorporated by refeefrom Exhibit 4.2 t
Amendment No. 5 to Taylor Morrison Home Corpora’s Registration Statement on Fori-1 filed on April 4, 2013)

Registration Rights Agreement, dated as of Apr2®13, by and among Taylor Morrison Home Corporatiad the other parties
named therein (included as Exhibit 10.1 to the Camyfs Current Report on Form 8-K, filed on April, 2013, and incorporated
herein by reference

Amended and Restated Agreement of Exempted Linfitthership of TMM Holdings Il Limited Partnershiated as of April 9,
2013 (included as Exhibit 10.2 to the Company’sréuir Report on Form 8-K, filed on April 15, 2018daincorporated herein by
reference)

Exchange Agreement, dated as of April 9, 2013,ra/among Taylor Morrison Home Corporation and ttreepparties named
therein (included as Exhibit 10.3 to the Compar@tsrent Report on Form 8-K, filed on April 15, 2QE&d incorporated herein
by reference)

Stockholders Agreement, dated as of April 9, 2@}3and among Taylor Morrison Home Corporation dreldther parties named
therein (included as Exhibit 10.4 to the Compar@tsrent Report on Form 8-K, filed on April 15, 2QE3d incorporated herein
by reference)

Put/Call Agreement, dated as of April 9, 2013, hgl among Taylor Morrison Home Corporation and TRMEMIHoldings II, L.P.
and OCM TMM Holdings Il, L.P (included as Exhibid.5 to the Company’s Current Report on Forti,8Hded on April 15, 2013
and incorporated herein by referenc

Reorganization Agreement, dated as of April 9, 2@/3and among Taylor Morrison Home Corporation eiredother parties
named therein (included as Exhibit 10.6 to the Camyfs Current Report on Form 8-K, filed on April, 213, and incorporated
herein by reference

U.S. Parent Governance Agreement, dated as of 8p2013, by and among Taylor Morrison Home Corfiona Taylor Morrisot
Holdings, Inc. and the other parties named thejietiuded as Exhibit 10.7 to the Company’s Curf@aport on Form 8-K, filed
on April 15, 2013, and incorporated herein by refiee).

Canadian Parent Governance Agreement, dated agritfA2013, by and among Taylor Morrison Home @oation, Monarch
Communities Inc. and the other parties named th€necluded as Exhibit 10.8 to the Company’s CurfR@port on Form 8-K,
filed on April 15, 2013, and incorporated hereinrbference)
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Exhibit
No.

10.9

10.9(a)

10.9(b)

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.17(a

Description

Credit Agreement, dated as of July 13, 2011, anTaydor Morrison Communities, Inc., Monarch Corpaat TMM
Holdings Limited Partnership, Monarch Communities.] Monarch Parent Inc., Taylor Morrison Holdintys;., Taylor
Morrison Finance, Inc., the lenders party thereit @redit Suisse AG, as administrative agent (ipe@ted by reference fro
Exhibit 10.1 to Amendment No. 5 to Taylor Morrisdiome Corporation’s Registration Statement on Forinfied on April
4, 2013).

Amendment Agreement, dated as of April 12, 2013héoCredit Agreement dated as of July 13, 201 hasnded and
restated as of April 13, 2012 and as thereaftemalex® as of August 15, 2012 and December 27, 2@t&)ng Taylor
Morrison Communities Inc., Monarch Corporation, TMiIdings Limited Partnership and the other pamiased therein
(included as Exhibit 10.9 to the Company’s CuriRaport on Form 8-K, filed on April 15, 2013, anddnporated herein by
reference)

Amendment No. 1, dated as of January 15, 2014ha&econd Amended and Restated Credit Agreemeat] da of July 13,
2011 (as amended and restated as of April 13, 2b&Bafter amended as of August 15, 2012 and DeeeY, 2012 and as
further amended and restated as of April 12, 20dB8and among Taylor Morrison Communities, Inc.,idch Corporation,
TMM Holdings Limited Partnership, Monarch Commuegilnc., Monarch Parent Inc., Taylor Morrison Holgh, Inc., Taylor
Morrison Finance, Inc., the lenders party theretd @redit Suisse AG, as administrative agent feriémders (included as
Exhibit 10.1 to the Compa’s Current Report on Forn-K, filed on January 17, 2014, and incorporated indog reference)

Form of Indemnification Agreement (included as Hihi0.4 to the Company’s Registration Statemenfom S-1, as
amended (File No. 3:-185269), filed on April 4, 2013, and incorporatestdin by reference

Taylor Morrison Home Corporation 2013 Omnibus Egéitvard Plan (included as Exhibit 10.14 to the Camgs
Registration Statement on Form S-1, as amendeal 6l 333-185269), filed on April 4, 2013, and imparated herein by
reference)

Form of Employee Nonqualified Option Award Agreerfam use with the Taylor Morrison Home Corporat2®l3 Omnibu:
Equity Award Plan (included as Exhibit 10.15 to @@mpany’s Registration Statement on Form S-1aended (File No.
333-185269), filed on April 4, 2013, and incorporatedtdin by reference

Taylor Morrison Long¥erm Cash Incentive Plan (incorporated by referdrara Exhibit 10.19 to Amendment No. 4 to Tay
Morrison Home Corporatic s Registration Statement on Fori-1 filed on April 4, 2013)

Form of Restricted Stock Unit Agreement for usehwfite Taylor Morrison Home Corporation 2013 Omnikiggity Award
Plan (included as Exhibit 10.16 to the Company’'giReation Statement on Form S-1, as amended file333-185269),
filed on April 1, 2013, and incorporated hereinrbjerence)

Form of Class B Common Stock Subscription Agreemsétiit Taylor Morrison Home Corporation (includedEshibit 10.17
to the Company’s Registration Statement on Form & amended (File No. 333-185269), filed on ARri2013, and
incorporated herein by referenc

TMM Holdings Il Limited Partnership 2013 Common WRian (included as Exhibit 10.23 to the CompatRegjistration
Statement on Form-1, as amended (File No. :-185269), filed on April 4, 2013, and incorporategtdin by reference

Employment Agreement, dated as of July 13, 201tlydxen Taylor Morrison, Inc. and Sheryl D. Palmac@rporated by
reference from Exhibit 10.7 to Taylor Morrison Ho@erporation’s Registration Statement on Form 8etl fon December 5,
2012).

First Amendment to Employment Agreement, dated W&ay2012, between Taylor Morrison, Inc. and SherylPalmer
(incorporated by reference from Exhibit 10.8 to [Bayorrison Home Corporation’s Registration Staggnon Form St filed
on December 5, 2012
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Exhibit
No.

10.18

10.19

21.1*
23.1*
24.1*
31.1*
31.2*
32.1*
32.2*
101.INSt
101.SCHt
101.CALT
101.DEFt
101.LABYt
101.PRE1

Description

Employment Agreement, dated as of January 1, 2fdt8een Taylor Morrison, Inc. and C. David Conediporated by
reference from Exhibit 10.9 to Amendment No. 3 &ylor Morrison Home Corporation’s Registration taént on Form S-1
filed on March 6, 2013’

Form of Restrictive Covenants Agreement with Taytarison, Inc. (incorporated by reference from Eh10.12 to
Amendment No. 3 to Taylor Morrison Home Corpora's Registration Statement on Fori-1 filed on March 6, 2013

Subsidiaries of Taylor Morrison Home Corporat

Consent of Deloitte & Touche LL

Power of Attorney (included on signature pa

Certification of Sheryl D. Palmer, Chief Executi@éficer, pursuant to Section 302 of the Sarb—Oxley Act of 2002
Certification of C. David Cone, Chief Financial @#r, pursuant to Section 302 of the Sarb—Oxley Act of 2002
Certification of Sheryl D. Palmer, Chief Executi@éficer, pursuant to Section 906 of the Sarb—Oxley Act of 2002
Certification of C. David Cone, Chief Financial @#r, pursuant to Section 906 of the Sarb—Oxley Act of 2002
XBRL Instance Documen

XBRL Taxonomy Extension Schema Docume

XBRL Taxonomy Extension Calculation Linkbase Docuin

XBRL Taxonomy Extension Definition Linkbase Docurhe

XBRL Taxonomy Extension Label Linkbase Documk

XBRL Taxonomy Extension Presentation Linkbase Doent

* Filed herewith

T XBRL information is deemed not filed or a parteofegistration statement or Annual Report for pags of Sections 11 and 12 of the
Securities Act of 1933, as amended, is deemedlerdtfbr purposes of Section 18 of the SecuritigsHange Act of 1934, as amended,
and otherwise is not subject to liability undertssections
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Legal Entity

ATPD, LLC

Taylor Morrison Holdings of Arizona, In
Taylor Morrison/Arizona, Inc

TM Homes of Arizona, Inc

Monarch Communities In

Monarch Parent Inc

TMM Holdings (G.P.), ULC

TMM Holdings Il GP, ULC

TMM Holdings Limited Partnershi
Taylor Morrison of California L.L.C
TMM Debt Holdings, Ltd

TMM Holdings Il Limited Partnershi

Subsidiaries of Taylor Morrison Home Corporation

Jurisdiction of Organization

Arizona
Arizona
Arizona
Arizona
British Columbia
British Columbia
British Columbia
British Columbia
British Columbia
California
Cayman Island
Cayman Island

Taylor Morrison of Colorado, Inc Colorada
Aylesbury (USA), LLC Delaware
Mattamy Home Funding, LL¢ Delaware
Santaluz, LLC Delaware
Taylor Morrison Communities, In Delaware
Taylor Morrison Finance, Inc Delaware
Taylor Morrison Holdings, Inc Delaware
Taylor Morrison Services In Delaware
Taylor Morrison, Inc Delaware
Taylor Woodrow Insurance Services, | Delaware
Taylor Woodrow U.S. Tower, In Delaware
Mortgage Funding Direct Ventures, LL Florida
Oaks Meridian Ltd Florida
Taylor Morrison Esplanade Naples, LI Florida
Taylor Morrison Home Funding, LL! Florida
Taylor Morrison of Florida, Inc Florida
Taylor Morrison Realty of Florida, In Florida
Taylor Woodrow Communities At Artisan Lakes, L.L. Florida
Taylor Woodrow Communities At Herons Glen, L.L Florida
Taylor Woodrow Communities At Mirasol, Lt Florida
Taylor Woodrow Communities At Portico, L.L.! Florida
Taylor Woodrow Communities At Seven Meadows, | Florida

Taylor Woodrow Communities At St. Johns Forest,.C.1 Florida

Exhibit 21.1



Taylor Woodrow Communities At Vasari, L.L.!
Taylor Woodrow Home- Central Florida Division, L.L.C
Taylor Woodrow Home- Southwest Florida Division In

The Beach Residences, L.L.
Total Florida Title, Inc

TW Acquisitions, Inc

TW Oaks Meridian, Inc

TW/Beach Residence Hollywood, L.L.C.
TW/Beach Residence Madeira, L.L.C.
TW/Beach Residence Venice Beach, L.L.C

TW/Olson- Indrio, LLC
TWI/Olson- Magnolia, LLC
TWI/Olson- Thomas Drive, L.L.C
TWI/Olson Holdings, LLC
TWI/Olson Realty, L.L.C

TWI/Olson Venture Management, L.L.

TWC/Mirasol, Inc.

TWC/Seven Meadows, L.L.(
Taylor Woodrow Georgia, L.L.C
Taylor Morrison of Nevada, LL(
1055097 Ontario Limite
1055098 Ontario Limite:
1144851 Ontario Limite
2004780 Ontario Inc

2115881 Ontario Limite:
2129786 Ontario Limite:
2144102 Ontario Limite:
2266591 0ntario Inc

2354468 Ontario Inc

2354471 Ontario Inc

310 Richmond Street West Limitt
Aqua on Quee’s Quay Limitec
Bronte Creek Community Lt
Ceduna Investments Limite
DMHH Partnershig

Equinox Condominium Limite:
Glenburn Joint Ventur
Larkin/Monarch Partnershi

Florida
Florida
Florida
Florida
Florida
Florida
Florida
Florida
Florida
Florida
Florida
Florida
Florida
Florida
Florida
Florida
Florida
Florida
Georgia
Nevada
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario



MC Construction Management Limit
Monarch Richmond Development Ir
Monarch (Kleinburg) Limitec

Monarch (Liberty Village) Limitec

Monarch (Port Hope) Inc

Monarch 20 Gothic Limite:

Monarch Beechridge Ajax Limite

Monarch Bloor Jarvis Development Limit
Monarch Castlepoint Kipling North Developme
Monarch Castlepoint Kipling South Developm:
Monarch Corporatiol

Monarch Coscorp Joint Ventu

Monarch Couture Development Limit
Monarch Domain Development Limite
Monarch Epicurean Development Limit
Monarch EQ Development Limite

Monarch Heritage Il Limite

Monarch Hero’s Hill Limited

Monarch Lakeshore Development Limit
Monarch Mayfield Inc

Monarch Mountainview Partnerst

Monarch Prince Edward Development Limi
Monarch Quay West Development Limit
Monarch Renaissance Woods Limit
Monarch Scarborough City Centre Development Lim
Monarch Walmark Development Limite
Monarch Waterview Joint Ventu

Monarch West Brampton Limited Partners
Monarch West Park Limite

Moscorp | Development Ini

Moscorp Il Developments In

Moscorp Il Development Inc

Moscorp IV Development Inc

Moscorp V Development Int

Moscorp VI Development Inc

Moscorp VII Development In¢

Moscorp VIII Development Inc

South Fields Community Ini

Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario



South Fields I Community In

South Fields 11l Community Inc

The Carrington on the Park Limit
Advantage Title Of Ft. Bend, L.

Advantage Title Of Travis County, L.(
Darling Frisco Partners, Lt
Darling Homes of Texas, LL!

DFP Texas (GP), LL(

Falconhead West, L.|

Q-Park Utility Company

Steiner Utility Company, Inc

Taylor Morrison at Crystal Falls, LL

Taylor Morrison of Texas, Inc

Taylor Woodrow Communitie— League City, Ltd
Taylor Woodrow Communities/Steiner Ranch, L
Taylor Woodrow Homes Houston (GP), L.L.
TMC Travisso GP, LLC

TMC Travisso LP, LLC

Travisso, Ltd.

TWC/Falconhead West, L.L.(

TWC/Steiner Ranch, L.L.C

Beneva Indemnity Compar

Ontario

Ontario

Ontario
Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas
Texas

Vermont
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We consent to the incorporation by reference iniReggion Statement No. 333-187884 on Form S-8uwfreport dated February 24, 2014,
relating to the consolidated and combined finanstalements of Taylor Morrison Home Corporationiolihreport expresses an unqualified
opinion and includes an explanatory paragraph atuig that the financial information of the predses@ and successor periods is not
comparable, appearing in this Annual Report on FbORK of Taylor Morrison Home Corporation for thear ended December 31, 2013.

/s/ DELOITTE & TOUCHE LLP

Phoenix, Arizona
February 24, 2014



EXHIBIT 31.1

CEO CERTIFICATION
PURSUANT TO SECTION 302 OF THE
SARBANES — OXLEY ACT OF 2002

I, Sheryl D. Palmer, certify that:
1. I have reviewed this Annual Report on Form 16fRaylor Morrison Home Corporation;

2. Based on my knowledge, this Annual Report dagsantain any untrue statement of a materialdacmit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the period
covered by this Annual Report;

3. Based on my knowledge, the financial statemeamis,other financial information included in thisrual Report, fairly present in all matel
respects the financial condition, results of operatand cash flows of the Registrant as of, andli@ periods presented in this report;

4. The Registrant’s other certifying officer andré responsible for establishing and maintainisgldsure controls and procedures (as define
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHerRegistrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhgribsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this Annual Report is ligprepared

b) Evaluated the effectiveness of the Registratisslosure controls and procedures and presentiisitAnnual Report our
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thegeovered by this Annual
Report based on such evaluation;

c) Disclosed in this report any change in the Regyig's internal control over financial reportirgat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repost) tlas materially affected, or is
reasonably likely to materially affect, the Redist’'s internal control over financial reporting; &

5. The Registrant’s other certifying officer ankave disclosed, based on our most recent evaluetiiiiernal control over financial reporting,
to the Registrant’s auditors and the audit committeRegistrant’s Board of Directors (or personggening the equivalent functions):

a) All significant deficiencies and material weagses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the Regig’s ability to record, process, summarize and reffmancial information; ant

b)  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the Registrant’s
internal control over financial reportin

Date: February 24, 2014

By: /s/ Sheryl D. Palmer
Sheryl D. Palme
President and Chief Executive Offic
Taylor Morrison Home Corporatic




EXHIBIT 31.2

CFO CERTIFICATION
PURSUANT TO SECTION 302 OF THE
SARBANES — OXLEY ACT OF 2002

I, C. David Cone, certify that:
1. I have reviewed this Annual Report on Form 16fRaylor Morrison Home Corporation;

2. Based on my knowledge, this Annual Report dag¢santain any untrue statement of a materialdacimit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the period
covered by this Annual Report;

3. Based on my knowledge, the financial statemeamis,other financial information included in thisrual Report, fairly present in all matel
respects the financial condition, results of operatand cash flows of the Registrant as of, andli@ periods presented in this report;

4. The Registrant’s other certifying officer andré responsible for establishing and maintainisgldsure controls and procedures (as define
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHerRegistrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhgribsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this Annual Report is ligprepared

b) Evaluated the effectiveness of the Registratisslosure controls and procedures and presentiisitAnnual Report our
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thegeovered by this Annual
Report based on such evaluation;

c) Disclosed in this report any change in the Regyig's internal control over financial reportirgat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repost) tlas materially affected, or is
reasonably likely to materially affect, the Redist’'s internal control over financial reporting; &

5. The Registrant’s other certifying officer ankave disclosed, based on our most recent evaluetiiiiernal control over financial reporting,
to the Registrant’s auditors and the audit committeRegistrant’s Board of Directors (or personggening the equivalent functions):

a) All significant deficiencies and material weagses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the Regig’s ability to record, process, summarize and reffmancial information; ant

b)  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the Registrant’s
internal control over financial reportin

Date: February 24, 2014

By: /s/ C. David Cone
C. David Cone
Vice President and Chief Financial Officer
(Principal Financial Officer, Principal Accountit@fficer)
Taylor Morrison Home Corporatic




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Taylor Meon Home Corporation (the “Company”) on Form 1®eKthe year ending December 31,
2013 as filed with the Securities and Exchange Cwsion on the date hereof (the “Report”), I, Sh@yPalmer, Chief Executive Officer of
the Company, certify, pursuant to 18 U.S.C. Secti®®0, as adopted pursuant to Section 906 of tHeaBas-Oxley Act of 2002, that to the
best of my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934 (15 U.S.C. 78m
780(d)); anc

(2) The information contained in the Report faphgsents, in all material respects, the finana@aldition and results of operations of
the Company

February 24, 2014 /sl Sheryl D. Palmer
Sheryl D. Palme
President and Chief Executive Offic
Taylor Morrison Home Corporatic




EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Taylor Meon Home Corporation (the “Company”) on Form 1®eKthe year ending December 31,
2013 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), I, C. Da@one, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 3% adopted pursuant to Section 906 of the Sasb@nley Act of 2002, that to the best of
my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934 (15 U.S.C. 78m
780(d)); anc

(2) The information contained in the Report faphgsents, in all material respects, the finana@aldition and results of operations of
the Company

February 24, 2014 /s/ C. David Cone

C. David Cone
Vice President and Chief Financial Officer
(Principal Financial Officer, Principal Accountit@fficer)
Taylor Morrison Home Corporatic



