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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)

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

For the quarterly period ended March 31, 2013

or

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

For the transition period from              to              

Commission File Number 1-35796

TRI Pointe Homes, Inc.
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(Exact Name of Registrant as Specified in Its Charter)

Delaware 27-3201111
(State or other Jurisdiction of

Incorporation or Organization)

(I.R.S. Employer

Identification No.)
19520 Jamboree Road, Suite 200

Irvine, California 92612

(Address of principal executive offices) (Zip Code)

Registrant�s telephone number, including area code (949) 478-8600

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  ¨    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer ¨

Non-accelerated filer x  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).    Yes  ¨    No  x

Registrant�s shares of common stock outstanding at April 1, 2013: 31,597,907
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PART I � FINANCIAL INFORMATION

Item 1. Financial Statements
TRI POINTE HOMES, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except share amounts)

March 31,
2013

December 31,
2012

(unaudited)
Assets
Cash and cash equivalents $ 71,215 $ 19,824
Marketable securities 60,101 �  
Real estate inventories 245,162 194,083
Contracts and accounts receivable 1,276 548
Other assets 1,958 3,061

Total Assets $ 379,712 $ 217,516

Liabilities and Equity
Accounts payable and accrued liabilities $ 13,597 $ 10,995
Notes payable 60,896 57,368

Total Liabilities 74,493 68,363

Commitments and contingencies (Note 6) �  �  

Equity:
Members equity �  149,153
Stockholders� equity:
Preferred stock, $0.01 par value, 50,000,000 shares authorized, no shares outstanding �  �  
Common stock, $0.01 par value, 500,000,000 shares authorized, 31,597,907 shares issued and outstanding as
of March 31, 2013 316 �  
Additional paid-in capital 308,834 �  
Accumulated deficit (3,992) �  
Accumulated other comprehensive income 61 �  

Total Stockholders� equity 305,219 �  

Total Equity 305,219 149,153

Total Liabilities and Equity $ 379,712 $ 217,516

See accompanying notes to the unaudited condensed consolidated financial statements.
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TRI POINTE HOMES, INC.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(dollars in thousands, except per share amounts)

Three Months Ended
March 31,

2013 2012
Revenues:
Home sales $ 23,857 $ 4,588
Fee building 4,031 65

Total revenues 27,888 4,653

Expenses:
Cost of home sales 19,449 4,072
Fee building 3,625 65
Sales and marketing 1,330 493
General and administrative 3,313 1,178

Total expenses 27,717 5,808

Income (loss) from operations 171 (1,155) 
Other income, net 172 12

Income (loss) before income taxes 343 (1,143) 
Provision for income taxes (73) �  

Net income (loss) $ 270 $ (1,143) 

Net Income (loss) per share (Note 2)
Basic $ 0.01 $ (0.09) 
Diluted $ 0.01 $ (0.09) 
Weighted average number of shares (Note 2)
Basic 28,264,574 12,764,490
Diluted 28,274,188 12,764,490
See accompanying notes to the unaudited condensed consolidated financial statements.

- 4 -

Edgar Filing: TRI Pointe Homes, Inc. - Form 10-Q

Table of Contents 5



Table of Contents

TRI POINTE HOMES, INC.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(in thousands)

Three Months Ended
March 31,

2013 2012
Net income (loss) $ 270 $ (1,143) 
Other comprehensive income:
Unrealized gains on marketable securities:
Unrealized holding gains arising during the period 101 �  
Reclassification adjustment for gains included in net income (40) �  

Unrealized gains on marketable securities, net 61 �  

Comprehensive income (loss) $ 331 $ (1,143) 

See accompanying notes to the unaudited condensed consolidated financial statements.
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TRI POINTE HOMES, INC.

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF EQUITY

(in thousands, except share amounts)

Stockholders� Equity

Members�
Equity

Total
Equity

Number of
Common
Shares

Common
Stock

Additional
Paid-in
Capital

Accumulated
deficit

Accumulated
Other

Comprehensive
Income

Total
Stockholders�

Equity
Balance at December 31, 2012 �  $ �  $ �  $ �  $  �  $ �  $ 149,153 $ 149,153
Net income �  �  �  270 �  270 �  270
Unrealized gain on
available-for-sale investments �  �  �  �  61 61 �  61

Total comprehensive income 331 331
Conversion of members� equity
into common stock 21,597,907 216 153,199 (4,262) �  149,153 (149,153) �  
Issuance of common stock, net
of issuance costs 10,000,000 100 155,308 �  �  155,408 �  155,408
Stock-based compensation
expense �  �  327 �  �  327 �  327

Balance at March 31, 2013 31,597,907 $  316 $ 308,834 $  (3,992) $ 61 $ 305,219 $ �  $ 305,219
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TRI POINTE HOMES, INC.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Three Months Ended
March 31,

2013 2012
Cash flows from operating activities
Net income (loss) $ 270 $ (1,143) 
Adjustments to reconcile net income (loss) to net cash used in operating activities:
Amortization of contracts intangible �  36
Depreciation 45 30
Amortization of stock-based compensation 327 116
Gain on sale marketable securities (40) �  
Changes in operating assets and liabilities:
Real estate inventories (51,079) (17,765) 
Contracts and accounts receivable (728) (398) 
Other assets 1,187 (173) 
Accounts payable and accrued liabilities 2,602 (1,637) 

Net cash used in operating activities (47,416) (20,934) 

Cash flows from investing activities
Purchases of furniture and equipment (129) (38) 
Purchases of marketable securities (125,000) �  
Sales of marketable securities 65,000 �  

Net cash used in investing activities (60,129) (38) 

Cash flows from financing activities
Net proceeds from issuance of common stock 155,408 �  
Cash contributions from member �  14,000
Financial advisory fee paid on capital raised �  (490) 
Borrowings from notes payable 24,575 13,624
Repayments of notes payable (21,047) (2,764) 

Net cash provided by financing activities 158,936 24,370

Net increase in cash and cash equivalents 51,391 3,398
Cash and cash equivalents � beginning of period 19,824 10,164

Cash and cash equivalents � end of period $ 71,215 $ 13,562

Supplemental disclosure of cash flow information
Interest paid, net of amounts capitalized $ �  $ �  

See accompanying notes to the unaudited condensed consolidated financial statements.
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TRI POINTE HOMES, INC

NOTES TO UNAUDIDTED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Basis of Presentation
Organization

TRI Pointe Homes, Inc. is engaged in the design, construction and sale of innovative single-family homes in planned communities in major
metropolitan areas located throughout Southern and Northern California and Colorado.

Initial Public Offering

In January 2013, the Company completed its initial public offering (�IPO�) in which it issued and sold 10,000,000 shares of common stock at the
public offering price of $17.00 per share. The company received proceeds of $155.4 million in net proceeds after deducting underwriting
discounts and commissions of $11.9 million and other net offering expenses of $2.7 million. The offering also included 5,742,350 shares of our
common stock sold by a selling stockholder for $90.8 million, in net proceeds after deducting underwriting discounts and commissions of $6.8
million. In preparation of the IPO, the Company reorganized from a Delaware limited liability company into a Delaware corporation and was
renamed TRI Pointe Homes, Inc. Upon the close of the IPO on January 31, 2013 and as of March 31, 2013, the Company had 31,597,907
common shares outstanding.

Basis of Presentation

The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries. All significant intercompany
accounts have been eliminated upon consolidation. Subsequent events have been evaluated through the date the financial statements were issued.

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States (�GAAP�) for interim financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S-X and should be read in conjunction with the consolidated financial statements and notes thereto included in our Annual Report on
Form 10-K for the fiscal year ended December 31, 2012. The accompanying unaudited condensed financial statements include all adjustments
(consisting of normal recurring entries) necessary for the fair presentation of our results for the interim period presented. Results for the interim
period are not necessarily indicative of the results to be expected for the full year.

Unless the context otherwise requires, the terms �we�, �us�, �our� and �the Company� refer to TRI Pointe Homes, Inc. (and its consolidated
subsidiaries).

Use of Estimates

The preparation of the Company�s consolidated financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of commitments and contingencies. Accordingly, actual
results could differ materially from these estimates.

Cash and Cash Equivalents and Concentration of Credit Risk

We define cash and cash equivalents as cash on hand, demand deposits with financial institutions, and short term liquid investments with an
initial maturity date of less than three months. The Company�s cash balances exceed federally insurable limits. The Company monitors the cash
balances in its operating accounts and adjusts the cash balances as appropriate; however, these cash balances could be impacted if the underlying
financial institutions fail or are subject to other adverse conditions in the financial markets. To date, the Company has experienced no loss or
lack of access to cash in its operating accounts.

Marketable Securities

Our marketable securities consist of fixed rate and floating rate interest earning securities, primarily, holdings in mutual fund equity securities.
As of March 31, 2013, all of our marketable securities are treated as available-for-sale investments
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and, as such, we have recorded all of our marketable securities at fair value with changes in fair value being recorded as a component of
accumulated other comprehensive income at March 31, 2013.

Real Estate Inventories and Cost of Sales

We capitalize pre-acquisition, land, development and other allocated costs, including interest, during development and home construction.
Applicable costs incurred after development or construction is substantially complete are charged to selling, general and administrative, and
other expenses as appropriate. Pre-acquisition costs, including non-refundable land deposits, are expensed to other income (expense) when we
determine continuation of the respective project is not probable.

Land, development and other common costs are typically allocated to inventory using a methodology that approximates the relative-sales-value
method. Home construction costs per production phase are recorded using the specific identification method. Cost of sales for homes closed
includes the allocation of construction costs of each home and all applicable land acquisition, land development and related common costs (both
incurred and estimated to be incurred) based upon the relative-sales-value of the home within each community. Changes to estimated total
development costs subsequent to initial home closings in a community are generally allocated on a relative-sales-value method to remaining
homes in the community. Inventory is stated at cost, unless the carrying amount is determined not to be recoverable, in which case inventory is
written down to fair value. We review our real estate assets at each community for indicators of impairment. Real estate assets include projects
actively selling and projects under development or held for future development. Indicators of impairment include, but are not limited to,
significant decreases in local housing market values and selling prices of comparable homes, significant decreases in gross margins and sales
absorption rates, costs in excess of budget, and actual or projected cash flow losses.

If there are indications of impairment, we perform a detailed budget and cash flow review of our real estate assets to determine whether the
estimated remaining undiscounted future cash flows of the community are more or less than the asset�s carrying value. If the undiscounted cash
flows are more than the asset�s carrying value, no impairment adjustment is required. However, if the undiscounted cash flows are less than the
asset�s carrying value, the asset is deemed impaired and is written down to fair value. These impairment evaluations require us to make estimates
and assumptions regarding future conditions, including timing and amounts of development costs and sales prices of real estate assets, to
determine if expected future undiscounted cash flows will be sufficient to recover the asset�s carrying value.

When estimating undiscounted cash flows of a community, we make various assumptions, including: (i) expected sales prices and sales
incentives to be offered, including the number of homes available, pricing and incentives being offered by us or other builders in other
communities, and future sales price adjustments based on market and economic trends; (ii) expected sales pace and cancellation rates based on
local housing market conditions, competition and historical trends; (iii) costs expended to date and expected to be incurred including, but not
limited to, land and land development costs, home construction costs, interest costs, indirect construction and overhead costs, and selling and
marketing costs; (iv) alternative product offerings that may be offered that could have an impact on sales pace, sales price and/or building costs;
and (v) alternative uses for the property.

Many assumptions are interdependent and a change in one may require a corresponding change to other assumptions. For example, increasing or
decreasing sales absorption rates has a direct impact on the estimated per unit sales price of a home, the level of time sensitive costs (such as
indirect construction, overhead and carrying costs), and selling and marketing costs (such as model maintenance costs and advertising costs).
Depending on the underlying objective of the community, assumptions could have a significant impact on the projected cash flow analysis. For
example, if our objective is to preserve operating margins, our cash flow analysis will be different than if the objective is to increase sales. These
objectives may vary significantly from community to community and over time. If assets are considered impaired, impairment is determined by
the amount the asset�s carrying value exceeds its fair value. Fair value is determined based on estimated future cash flows discounted for inherent
risks associated with real estate assets. These discounted cash flows are impacted by expected risk based on estimated land development,
construction and delivery timelines; market risk of price erosion; uncertainty of development or construction cost increases; and other risks
specific to the asset or market conditions where the asset is located when assessment is made. These factors are specific to each community and
may vary among communities. For the three months ended March 31, 2013 and 2012, no impairment adjustments relating to real estate
inventories were recorded.
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Revenue Recognition

Home Sales and Profit Recognition

In accordance with Accounting Standards Codification (�ASC�) 360, Property, Plant, and Equipment, revenues from home sales and other real
estate sales are recorded and a profit is recognized when the respective units are closed. Home sales and other real estate sales are closed when
all conditions of escrow are met, including delivery of the home or other real estate asset, title passage, appropriate consideration is received and
collection of associated receivables, if any, is reasonably assured. Sales incentives are a reduction of revenues when the respective unit is closed.
When it is determined that the earnings process is not complete, the sale and the related profit are deferred for recognition in future periods. The
profit we record is based on the calculation of cost of sales, which is dependent on our allocation of costs, as described in more detail above in
the section entitled ��Real Estate Inventories and Cost of Sales.�

Fee Building

The Company enters into construction management agreements to provide fee building services whereby it will build, market and sell homes on
behalf of independent third-party property owners. The independent third-party property owner funds all project costs incurred by the Company
to build and sell the homes. The Company primarily enters into cost plus fee contracts where it charges independent third-party property owners
for all direct and indirect costs plus a negotiated management fee. For these types of contracts, the Company recognizes revenue based on the
actual total costs it has expended and the applicable management fee. The management fee is typically a fixed fee based on a percentage of the
cost or home sales revenue of the project depending on the terms of the agreement with the independent third-party property owner. In
accordance with ASC 605, Revenue Recognition, revenues from construction management services are recognized over a cost-to-cost approach
in applying the percentage-of-completion method. Under this approach, revenue is earned in proportion to total costs incurred, divided by total
costs expected to be incurred. The total estimated cost plus the management fee represents the total contract value. The Company recognizes
revenue based on the actual labor and other direct costs incurred, plus the portion of the management fee it has earned to date. In the course of
providing its services, the Company routinely subcontracts for services and incurs other direct costs on behalf of its clients. These costs are
passed through to clients and, in accordance with industry practice and GAAP, are included in the Company�s revenue and cost of revenue.
Under certain agreements, the Company is eligible to receive additional incentive compensation, as certain financial thresholds defined in the
agreement are achieved. The Company recognizes revenue for any incentive compensation when such financial thresholds are probable of being
met and such compensation is deemed to be collectible, generally at the date the amount is communicated to us by the independent third-party
property owner.

The Company also enters into fee building contracts where it does not bear risks for any services outside of its own. For these types of contracts,
the Company recognizes revenue as services are performed. The Company does not recognize any revenue or costs related to subcontractors� cost
since it does not bear any risk related to them.

- 10 -
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Warranty Reserves

Estimated future direct warranty costs are accrued and charged to cost of sales in the period when the related homebuilding revenues are
recognized. Amounts accrued are based upon historical experience rates. Indirect warranty overhead salaries and related costs are charged to the
reserve in the period incurred. We assess the adequacy of our warranty accrual on a quarterly basis and adjust the amounts recorded if necessary.
Our warranty accrual is included in accrued liabilities in the accompanying consolidated balance sheets. Changes in our warranty accrual are
detailed in the table set forth below (in thousands):

Three Months Ended
March 31,

2013 2012
Warranty reserves, beginning of period $ 1,593 $ 985
Warranty reserves accrued 107 47
Warranty expenditures (125) (67) 

Warranty reserves, end of period $ 1,575 $ 965

Variable Interest Entities

The Company accounts for variable interest entities in accordance with ASC 810, Consolidation (�ASC 810�). Under ASC 810, a variable interest
entity (�VIE�) is created when: (a) the equity investment at risk in the entity is not sufficient to permit the entity to finance its activities without
additional subordinated financial support provided by other parties, including the equity holders; (b) the entity�s equity holders as a group either
(i) lack the direct or indirect ability to make decisions about the entity, or (ii) are not obligated to absorb expected losses of the entity or (iii) do
not have the right to receive expected residual returns of the entity; or (c) the entity�s equity holders have voting rights that are not proportionate
to their economic interests, and the activities of the entity involve or are conducted on behalf of the equity holder with disproportionately few
voting rights. If an entity is deemed to be a VIE pursuant to ASC 810, the enterprise that has both (i) the power to direct the activities of a VIE
that most significantly impact the entity�s economic performance and (ii) the obligation to absorb the expected losses of the entity or right to
receive benefits from the entity that could be potentially significant to the VIE is considered the primary beneficiary and must consolidate the
VIE. In accordance with ASC 810, we perform ongoing reassessments of whether an enterprise is the primary beneficiary of a VIE. As of
March 31, 2013 and 2012, the Company did not have any investment that was deemed to be a VIE.

Under ASC 810, a non-refundable deposit paid to an entity is deemed to be a variable interest that will absorb some or all of the entity�s expected
losses if they occur. Our land purchase and lot option deposits generally represent our maximum exposure to the land seller if we elect not to
purchase the optioned property. In some instances, we may also expend funds for due diligence, development and construction activities with
respect to optioned land prior to takedown. Such costs are classified as inventories owned, which we would have to write off should we not
exercise the option. Therefore, whenever we enter into a land option or purchase contract with an entity and make a non-refundable deposit, a
VIE may have been created. As of March 31, 2013 and 2012, the Company was not required to consolidate any VIEs nor did the Company write
off any costs that had been capitalized under lot option contracts. In accordance with ASC 810, we perform ongoing reassessments of whether
we are the primary beneficiary of a VIE.

Stock-Based Compensation

We account for share-based awards in accordance with ASC 718, Compensation-Stock Compensation (�ASC 718�). ASC 718 requires that the
cost resulting from all share-based payment transactions be recognized in the financial statements. ASC 718 requires all entities to apply a
fair-value-based measurement method in accounting for share-based payment transactions with employees.

Sales and Marketing Expense

Sales and marketing costs incurred to sell real estate projects are capitalized if they are reasonably expected to be recovered from the sale of the
project or from incidental operations and are incurred for tangible assets that are used directly through the selling period to aid in the sale of the
project or services that have been performed to obtain regulatory approval of sales. All other selling expenses and other marketing costs are
expensed in the period incurred.
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Income Taxes

Income taxes are accounted for in accordance with ASC 740, Income Taxes (�ASC 740�). The provision for, or benefit from, income taxes is
calculated using the asset and liability method, under which deferred tax assets and liabilities are recorded based on the difference between the
financial statement and tax basis of assets and liabilities using enacted tax rates in effect for the year in which the differences are expected to
reverse. Deferred tax assets are evaluated on a quarterly basis to determine if adjustments to the valuation allowance are required. In accordance
with ASC 740, we assess whether a valuation allowance should be established based on the consideration of all available evidence using a �more
likely than not� standard with respect to whether deferred tax assets will be realized. The ultimate realization of deferred tax assets depends
primarily on the generation of future taxable income during the periods in which the differences become deductible. The value of our deferred
tax assets will depend on applicable income tax rates. Judgment is required in determining the future tax consequences of events that have been
recognized in our consolidated financial statements and/or tax returns. Differences between anticipated and actual outcomes of these future tax
consequences could have a material impact on our consolidated financial statements.

Recently Issued Accounting Standards

On February 5, 2013, the FASB issued Accounting Standards Update 2013-02, Reporting of Amounts Reclassified Out of Accumulated Other
Comprehensive Income (�ASU 2013-02�), which adds additional disclosure requirements for items reclassified out of accumulated other
comprehensive income (loss). We adopted ASU 2013-02 during the three months ended March 31, 2013.

2. Earnings (Loss) Per Share
Basic and diluted earnings (loss) per share for the three months ended March 31, 2013 and 2012 give effect to the conversion of the Company�s
members� equity into common stock on January 30, 2013 as though the conversion had occurred as of the beginning of the reporting period or the
original date of issuance, if later. The number of shares converted was based on the actual initial public offering price of $17.00 per share.

The following table sets forth the components used in the computation of basic and diluted earnings (loss) per share (dollars in thousands, except
per share amounts):

Three Months Ended
March 31,

2013 2012
Numerator:
Net income (loss) $ 270 $ (1,143) 

Denominator:
Basic weighted-average shares outstanding 28,264,574 12,764,490
Effect of dilutive shares:
Stock options and unvested restricted stock units(1) 9,614 �  

Diluted weighted-average shares outstanding 28,274,188 12,764,490

Basic income (loss) per share $ 0.01 $ (0.09) 

Diluted income (loss) per share(1) $ 0.01 $ (0.09) 

Antidilutive stock options not included in diluted income per
share 452 �  

(1)
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For periods with a net loss, no stock options or non-vested shares are included in the dilution calculation as all options
and non-vested shares outstanding are considered antidilutive.
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3. Real Estate Inventories and Capitalized Interest
Real estate inventories consisted of the following (in thousands):

March 31,
2013

December 31,
2012

Inventories owned:
Deposits and pre-acquisition costs $ 16,929 $ 12,285
Land held and land under development 158,025 129,621
Homes completed or under construction 57,994 40,955
Model homes 12,214 11,222

$ 245,162 $ 194,083

Model homes, homes completed, and homes under construction include all costs associated with home construction, including land,
development, indirects, permits, and vertical construction. Land under development includes costs incurred during site development such as
land, development, indirects, and permits. Land is classified as held for future development if no significant development has occurred.

Interest incurred, capitalized and expensed were as follows (in thousands):

Three Months Ended
March 31,

2013 2012
Interest incurred $ 734 $ 172

Interest expensed �  �  

Capitalized interest in beginning inventory $ 1,364 $ 159
Interest capitalized as a cost of inventory 734 172
Interest previously capitalized as a cost of inventory, included in cost of sales (256) (57) 

Capitalized interest in ending inventory $ 1,842 $ 274

Interest is capitalized on inventory during development and other qualifying activities. Interest capitalized as cost of inventory is included in cost
of sales as related units are closed.

4. Notes Payable
Notes payable consisted of the following (in thousands):

March 31,
2013

December 31,
2012

Revolving credit facility $ 6,005 $ 6,855
Acquisition and development loans 33,616 37,996
Construction loans 21,275 12,517

$ 60,896 $ 57,368
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As of March 31, 2013, the Company had a secured revolving credit facility which has a maximum loan commitment of $30.0 million, an initial
maturity date of April 19, 2014 and a final maturity date of April 19, 2015. The Company may borrow under its facility in the ordinary course of
business to fund its operations, including its land development and home building activities. The amount the Company may borrow is subject to
applicable borrowing base provisions and concentration limitations, which may also limit the amount available or outstanding under the facility.
The facility is secured by deeds of trust on the real property and improvements thereon, and the borrowings are repaid with the net sales
proceeds from the sales of homes, subject to a minimum release price. Interest rates charged under the facility include applicable LIBOR and
prime rate pricing options, subject to a minimum interest rate floor. As of March 31, 2013, the interest rate was 5.0% per annum, and the
Company had $23.4 million of availability under the facility.

The Company enters into secured acquisition and development loan agreements to purchase and develop land parcels. In addition, the Company
enters into secured construction loan agreements for the construction of its model and production homes. The acquisition and development loans
will be repaid as lots are released from the loans based upon a specific release
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price, as defined in each respective loan agreement. The construction loans will be repaid with proceeds from home closings based upon a
specific release price, as defined in each respective loan agreement.

As of March 31, 2013, the Company had $82.8 million of aggregate acquisition and development loan commitments and $40.3 million of
aggregate construction loan commitments, of which $33.6 million and $21.3 million was outstanding, respectively. The loans have maturity
dates ranging from August 2013 to September 2015, including the six month extensions which are at our election (subject to certain conditions)
and bear interest at a rate based on applicable LIBOR or Prime Rate pricing options, with interest rate floors ranging from 4.0% to 6.0%. As of
March 31, 2013, the weighted average interest rate was 5.1% per annum.

As of December 31, 2012, the Company�s secured revolving credit facility with a maximum loan commitment of $30.0 million, of which $6.9
million was outstanding, had $21.4 million of availability and an interest rate of 5.5% per annum. In addition, the Company had $68.1 million of
aggregate acquisition and development loan commitments and $25.4 million of aggregate construction loan commitments, of which
$38.0 million and $12.5 million were outstanding, respectively. The loans had maturity dates ranging from August 2013 to February 2015,
including the six month extensions which are at our election (subject to certain conditions) and bear interest at a rate based on applicable LIBOR
or Prime Rate pricing options, with interest rate floors ranging from 4.0% to 6.0%. As of December 31, 2012, the weighted average interest rate
was 5.2% per annum.

During the three months ended March 31, 2013 and 2012, the Company incurred interest of $734,000 and $172,000, respectively, related to its
notes payable, all of which was capitalized to real estate inventories.

Under the revolving credit facility and construction notes payable, the Company is required to comply with certain financial covenants,
including but not limited to (i) a minimum tangible net worth; (ii) a maximum total liabilities to tangible net worth ratio; and (iii) a minimum
liquidity amount. The Company was in compliance with all financial covenants as of March 31, 2013 and December 31, 2012.

5. Fair Value Disclosures
ASC 820, Fair Value Measurements and Disclosures, defines fair value as the price that would be received for selling an asset or paid to transfer
a liability in an orderly transaction between market participants at measurement date and requires assets and liabilities carried at fair value to be
classified and disclosed in the following three categories:

� Level 1�Quoted prices for identical instruments in active markets

� Level 2�Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in markets that are
inactive; and model-derived valuations in which all significant inputs and significant value drivers are observable in active markets at
measurement date

� Level 3�Valuations derived from techniques where one or more significant inputs or significant value drivers are unobservable in
active markets at measurement date

The following table presents book values and estimated fair values of financial instruments (in thousands):

Hierarchy
March 31, 2013 December 31, 2012

Cost Fair Value Cost Fair Value
Marketable Securities(1) Level 1 $ 60,040 $ 60,101 $ �  $ �  
Notes payable
Revolving credit facility(2) Level 3 $ 6,005 $ 6,005 $ 6,855 $ 6,855
Acquisition and development loans(2) Level 3 33,616 33,616 37,996 37,996
Construction loans(2) Level 3 21,275 21,275 12,517 12,517
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Total notes payable $ 60,896 $ 60,896 $ 57,368 $ 57,368

(1) Marketable securities consist of mutual fund equity securities with quoted prices in active markets. As of March 31, 2013, the
Company�s marketable securities were treated as available-for-sale investments and changes in fair value were recorded as a
component of accumulated other comprehensive income. As of March 31, 2013, the Company�s marketable securities were in an
unrealized gain position of $61,000. During the three months ended March 31, 2013, the Company realized $40,000 in gains from
the sale of marketable securities that was recorded to other income, net in the consolidated statements of operations. The Company
did not hold any marketable securities as of December 31, 2012.
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(2) Estimated fair values of the outstanding revolving credit facility, acquisition and development loans, and construction loans at
March 31, 2013 and December 31, 2012 were based on cash flow models discounted at market interest rates that considered
underlying risks of the debt. Due to the short term nature of the revolving credit facility, acquisition and development loans and
construction loans, book value approximated fair value at March 31, 2013 and December 31, 2012.

Nonfinancial assets and liabilities include items such as inventory and long lived assets that are measured at fair value when acquired and
resulting from impairment, if deemed necessary. During the three months ended March 31, 2013 and 2012, the Company did not record any fair
value adjustments to those financial and nonfinancial assets and liabilities measured at fair value on a nonrecurring basis.

6. Commitments and Contingencies
Lawsuits, claims and proceedings have been or may be instituted or asserted against us in the normal course of business, including actions
brought on behalf of various classes of claimants. We are also subject to local, state and federal laws and regulations related to land development
activities, house construction standards, sales practices, employment practices and environmental protection. As a result, we are subject to
periodic examinations or inquiry by agencies administering these laws and regulations.

We record a reserve for potential legal claims and regulatory matters when they are probable of occurring and a potential loss is reasonably
estimable. We accrue for these matters based on facts and circumstances specific to each matter and revise these estimates when necessary.

In view of the inherent difficulty of predicting outcomes of legal claims and related contingencies, we generally cannot predict their ultimate
resolution, related timing or eventual loss. If our evaluations indicate loss contingencies that could be material are not probable, but are
reasonably possible, we will disclose their nature with an estimate of possible range of losses or a statement that such loss is not reasonably
estimable. At March 31, 2013 and December 31, 2012, the Company did not have any accruals for asserted or unasserted matters.

We obtain surety bonds in the normal course of business to ensure completion of certain infrastructure improvements of our projects. As of
March 31, 2013 and December 31, 2012, the Company had outstanding surety bonds totaling $15.7 million and $11.9 million, respectively. The
beneficiaries of the bonds are various municipalities. In the unlikely event that any such surety bond issued by third parties are called because
the required improvements are not completed, the Company could be obligated to reimburse the issuer of the bond.

7. Stock-Based Compensation
The Company�s stock compensation plan, the 2013 Long-Term Incentive Plan (�2013 Incentive Plan�), was adopted by our board of directors in
January 2013. The 2013 Incentive Plan provides for the grant of equity-based awards, including options to purchase shares of common stock,
stock appreciation rights, common stock, restricted stock, restricted stock units and performance awards. The 2013 Incentive Plan will
automatically expire on the tenth anniversary of its effective date. Our board of directors may terminate or amend the 2013 Incentive Plan at any
time, subject to any requirement of stockholder approval required by applicable law, rule or regulation.

The number of shares of our common stock that may be issued under the 2013 Incentive Plan is 2,527,833 shares. To the extent that shares of
our common stock subject to an outstanding option, stock appreciation right, stock award or performance award granted under the 2013
Incentive Plan or any predecessor plan are not issued or delivered by reason of the expiration, termination, cancellation or forfeiture of such
award or the settlement of such award in cash, then such shares of our common stock generally shall again be available under our the 2013
Incentive Plan.

The Company has issued stock option awards and restricted stock unit awards against the 2013 Incentive Plan. The exercise price of our
stock-based awards may not be less than the market value of our common stock on the date of grant. The fair value for stock options is
established at the date of grant using the Black-Scholes model for time based vesting awards. Our stock option awards typically vest over a one
to three year period and expire ten years from the date of grant.
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Our restricted stock awards are valued based on the closing price of our common stock on the date of grant and typically vest over a one to three
year period.

The following table presents the stock option and restricted stock unit grant activity for the three months ended March 31, 2013:

Number of
Shares

Weighted

Average

Exercise Price
Per Share

Stock options granted 285,900 $ 17.04
Restricted stock units granted 147,988 $ 17.73

Upon completion of the Company�s IPO on January 31, 2013, the Company granted an aggregate of 282,201 stock options and 71,176 restricted
stock units to members of the management team, officers and directors. On March 1, 2013, the Company granted an aggregate of 72,300
restricted stock units to its employees. Each of the aforementioned awards ratably vest annually on the anniversary of the grant date over a three
year period. On March 21, 2013, the Company granted an aggregate of 3,699 stock options and 4,512 restricted stock units to members of our
independent Board of Directors as part of their annual compensation as directors. 100% of the awards cliff vest on the one year anniversary of
the grant date. There were no stock option exercises, restricted stock unit vesting or forfeitures during the three months ended March 31, 2013.
There were no grants of stock-based awards in 2012.

On September 24, 2010, the Company granted equity based incentive units to management. In connection with the IPO, the incentive units
converted into shares of common stock. The recipients of the equity based incentive units have all the rights of a stockholder, including the
rights to vote those shares and receive any dividends or distributions made with respect to those shares and any shares or other property received
in respect of those shares; provided, however, any non-cash dividend or distribution with respect to the common stock shall be subject to the
same vesting provisions as the incentive units. The vesting terms of the equity based incentive units are as follows: (1)18.75% of such units
vested, subject to limitation in (3) below on the date following the first-year anniversary of the date of such officer�s employment; (2) 56.25% of
such units vest, subject to limitation in (3) below in equal quarterly installments between the first and fourth-year anniversary of the date of such
officer�s employment; (3) 25% of the awards granted in (1) and (2) will vest upon a liquidity event as defined; and (4) 25% of such units will be
converted into a number of shares of restricted stock prior to a liquidity event, as defined. The grant-date fair value of the equity based incentive
units granted during the period ended December 31, 2010 was $3.3 million.

The following table presents compensation expense recognized related to all stock-based awards (in thousands):

Three Months Ended
March  31,

2013 2012
Stock options $ 109 $ �  
Restricted stock units 102 �  
Equity based incentive units 116 116

Total stock-based compensation $ 327 $  116

The following table presents the remaining unrecognized compensation expense related to all stock-based awards and the weighted term over
which the expense will be recognized (dollars in thousands):

March 31, 2013

Unrecognized
Expense

Weighted

Average
Period (Years)
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Stock options $ 1,872 2.8
Restricted stock units 2,455 2.8
Equity based incentive units 2,147 1.5

Total stock-based compensation $ 6,474 1.7
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8. Income Taxes
The Company accounts for income taxes in accordance with ASC 740, which requires an asset and liability approach for measuring deferred
taxes based on temporary differences between the financial statements and tax bases of assets and liabilities existing at each balance sheet date
using enacted tax rates for the years in which taxes are expected to be paid or recovered.

As discussed in Note 1, during 2012 and for the first 30 calendar days of 2013, the Company was a Delaware limited liability company which
was treated as partnership for income tax purposes and was subject to certain minimal taxes and fees; however, income taxes on taxable income
or losses realized by the Company were the obligation of the members. The Company has concluded that there were no significant uncertain tax
positions requiring recognition in its financial statements, nor has the Company been assessed interest or penalties by any major tax jurisdictions
related to the first 30 calendar days of 2013 or fiscal 2012.

On January 30, 2013, the Company reorganized from a Delaware limited liability company into a Delaware corporation and was renamed TRI
Pointe Homes, Inc. As of March 31, 2013, the Company recorded a tax provision of $73,000 based on an effective tax rate of 42% on the pretax
income generated for the period from January 31, 2013 to March 31, 2013.

9. Segment Information
The Company�s operations are organized into two reportable segments: homebuilding and construction services. In accordance with ASC 280,
Segment Reporting, in determining the most appropriate reportable segments, we considered similar economic and other characteristics,
including product types, average selling prices, gross profits, production processes, suppliers, subcontractors, regulatory environments, land
acquisition results, and underlying demand and supply.

Operational results of each reportable segment are not necessarily indicative of the results that would have been achieved had the reportable
segment been an independent, stand-alone entity during the periods presented. Financial information relating to reportable segments was as
follows (in thousands):

Three Months Ended
March  31,

2013 2012
Revenues
Homebuilding $ 23,857 $ 4,588
Fee building 4,031 65

Total $ 27,888 $ 4,653

Gross profit
Homebuilding $ 4,408 $ 516
Fee building 406 �  

Total $ 4,814 $ 516

March 31,
2013

December 31,
2012

Assets
Homebuilding $ 378,564 $ 216,667
Fee building 1,148 849

Total $ 379,712 $ 217,516
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
CAUTIONARY NOTE CONCERNING FORWARD-LOOKING STATEMENTS

Various statements contained in this quarterly report on Form 10-Q, including those that express a belief, expectation or intention, as well as
those that are not statements of historical fact, are forward-looking statements. These forward-looking statements may include projections and
estimates concerning the timing and success of specific projects and our future production, revenues, income and capital spending. Our
forward-looking statements are generally accompanied by words such as �estimate,� �project,� �predict,� �believe,� �expect,� �intend,� �anticipate,� �potential,�
�plan,� �goal� or other words that convey the uncertainty of future events or outcomes. The forward-looking statements in this annual report speak
only as of the date of this annual report, and we disclaim any obligation to update these statements unless required by law, and we caution you
not to rely on them unduly. We have based these forward-looking statements on our current expectations and assumptions about future events.
While our management considers these expectations and assumptions to be reasonable, they are inherently subject to significant business,
economic, competitive, regulatory and other risks, contingencies and uncertainties, most of which are difficult to predict and many of which are
beyond our control. The following factors, among others, may cause our actual results, performance or achievements to differ materially from
any future results, performance or achievements expressed or implied by these forward-looking statements:

� economic changes either nationally or in the markets in which we operate, including declines in employment, volatility of mortgage
interest rates and inflation;

� a downturn in the homebuilding industry;

� continued volatility and uncertainty in the credit markets and broader financial markets;

� our future operating results and financial condition;

� our business operations;

� changes in our business and investment strategy;

� availability of land to acquire and our ability to acquire such land on favorable terms or at all;

� availability, terms and deployment of capital;

� continued or increased disruption in the availability of mortgage financing or the number of foreclosures in the market;

� shortages of or increased prices for labor, land or raw materials used in housing construction;

� delays in land development or home construction resulting from adverse weather conditions or other events outside our control;

� the cost and availability of insurance and surety bonds;
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� changes in, or the failure or inability to comply with, governmental laws and regulations;

� the timing of receipt of regulatory approvals and the opening of projects;

� the degree and nature of our competition;

� our leverage and debt service obligations;

� our relationship, and actual and potential conflicts of interest, with Starwood Capital Group;

� availability of qualified personnel and our ability to retain our key personnel; and

� additional factors identified by us in documents filed with the Securities and Exchange Commission, including those set
forth in our Form 10-K for the year ended December 31, 2012 in Item 1A, �Risk Factors�.

Unless the context otherwise requires, the terms �we�, �us�, �our� and �the Company� refer to TRI Pointe Homes, Inc. and its consolidated
subsidiaries. The following discussion and analysis should be read in conjunction with our unaudited condensed consolidated financial
statements and related notes thereto contained elsewhere in this report. The information contained in this quarterly report on Form 10-Q is not a
complete description of our business or the risks associated with an investment in our securities. We urge you to carefully review and consider
the various disclosures made by us in this report and in our other reports filed with the Securities and Exchange Commission (�SEC�), including
our Annual Report on Form 10-K for the year ended December 31, 2012 and subsequent reports on Form 8-K, which discuss our business in
greater detail. The section entitled �Risk Factors� set forth in Item 1A of our Annual Report on Form 10-K, and similar disclosures in our other
SEC filings, discuss some of the important risk factors that may affect our business, results of operations and
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financial condition. You should carefully consider those risks, in addition to the information in this report and in our other filings with the SEC,
before deciding to invest in, or maintain your investment in, our common stock.

Consolidated Financial Data (in thousands, except per share amounts):

Three Months Ended
March 31,

2013 2012
Revenues:
Home sales $ 23,857 $ 4,588
Fee building 4,031 65

Total revenues 27,888 4,653

Expenses:
Cost of home sales 19,449 4,072
Fee building 3,625 65
Sales and marketing 1,330 493
General and administrative 3,313 1,178

Total expenses 27,717 5,808

Income (loss) from operations 171 (1,155) 
Other income, net 172 12

Income (loss) before income taxes 343 (1,143) 
Provision for income taxes (73) �  

Net income (loss) $ 270 $ (1,143) 

Net Income (loss) per share
Basic $ 0.01 $ (0.09) 
Diluted $ 0.01 $ (0.09) 

Three Months Ended March 31, 2013 Compared to Three Months Ended March 31, 2012

Net New Home Orders and Backlog (dollars in thousands)

Three Months Ended
March 31, Increase (Decrease)

2013 2012 Amount %
Net new home orders 123 18 105 583% 
Cancellation rate 9% 25% (16)% (64)% 
Average selling communities 7.3 3.8 3.5 92% 
Selling communities at end of period 6 4 2 50% 
Backlog (dollar value) $ 77,027 $ 6,057 $ 70,970 1,172% 
Backlog (units) 143 15 128 853% 
Average sales price of backlog $ 539 $ 404 $ 135 33% 

Net new home orders for the three months ended March 31, 2013 increased 583% to 123, compared to 18 during the prior year period. Our
overall �absorption rate� (the rate at which home orders are contracted, net of cancellations) increased for the three months ended March 31, 2013
to 16.8 per average selling community (5.62 monthly), compared to 4.7 per average selling community (1.58 monthly) during the prior year
period. Our cancellation rate of buyers for our owned projects who contracted to buy a home but did not close escrow (as a percentage of overall
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orders) was 9% for the three months ended March 31, 2013 as compared to an unusually high 25% during the prior year period. We believe a
cancellation rate in the range of 15% to 20% is more representative of an industry average cancellation rate as compared to 25% for the three
months ended March 31, 2012. We experienced substantial order growth due to an increase in our average selling community count and the
improving housing conditions and market acceptance of our well located new communities. Our average number of selling communities
increased by 3.5 communities to 7.3 for the three months ended March 31, 2013, from 3.8 for the three months ended March 31, 2012. The
increase was due to our opening six new selling communities since March 31, 2012, offset by final net new home orders at several of our selling
communities. The increase in net new home orders positively impacted our number of homes in backlog, which is discussed below. We expect
that our net new home orders and backlog increases will have a positive impact on revenues and cash flow in future periods.
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Backlog reflects the number of homes, net of actual cancellations experienced during the period, for which we have entered into a sales contract
with a customer but for which we have not yet delivered the home. Homes in backlog are generally closed within three to six months, although
we may experience cancellations of sales contracts prior to closing. The increase in backlog units of 128 homes was driven by the 583% increase
in net new home orders during the three months ended March 31, 2013 as compared to same period in the previous year. The dollar value of
backlog as of March 31, 2013 was $77.0 million, an increase of $71.0 million compared to $6.1 million as of March 31, 2012. The increase in
dollar amount of backlog reflects an increase in the number of homes in backlog of 128, or 853%, to 143 homes as of March 31, 2013 from 15
homes as of March 31, 2012 and an increase in the average sales price of homes in backlog. We experienced an increase in the average sales
price of homes in backlog of $135,000, or 33%, to $539,000 as of March 31, 2013 compared to $404,000 as of March 31, 2012 due to the
introduction of new product at six new communities with a shift to larger square footage homes with corresponding higher average sales prices.
The increase in the dollar amount of backlog of homes sold but not closed as described above generally results in an increase in operating
revenues in subsequent periods.

Home Sales Revenue and New Homes Delivered (dollars in thousands)

Three Months Ended
March 31,

Increase
(Decrease)

2013 2012 Amount %
New homes delivered 48 11 37 336% 
Home sales revenue $ 23,857 $ 4,588 $ 19,269 420% 
Average sales price of homes delivered $ 497 $ 417 $ 80 19% 

New home deliveries increased by 37, or 336%, to 48 during the three months ended March 31, 2013 from 11 during the prior year period. The
increase in new home deliveries was primarily attributable to the increase in net new home orders and units in backlog due to the increase in the
average number of selling communities.

Home sales revenue increased $19.3 million, or 420%, to $23.9 million for the three months ended March 31, 2013 from $4.6 million for the
prior year period. The increase was primarily attributable to: (i) an increase in revenue of $16.3 million due to a 336% increase in homes
delivered to 48 for the three months ended March 31, 2013 from 11 for the prior year period, and (ii) an increase in revenues of $3.0 million
related to an increase in average sales price of $80,000 per unit to $497,000 for the three months ended March 31, 2013 from $417,000 for the
prior year period. The increase in the average sales price of homes delivered was attributable to a change in product mix from the deliveries at
four new communities for the three months ended March 31, 2013.

Homebuilding (dollars in thousands)

Three Months Ended
March 31,

2013 % 2012 %
Home sales $ 23,857 100.0% $ 4,588 100.0% 
Cost of home sales 19,449 81.5% 4,072 88.8% 

Homebuilding gross margin 4,408 18.5% 516 11.2% 
Add: interest in cost of home sales 256 1.0% 57 1.3% 

Adjusted homebuilding gross margin(1) $ 4,664 19.5% $ 573 12.5% 

Homebuilding gross margin percentage 18.5% 11.2% 

Adjusted homebuilding gross margin percentage(1) 19.5% 12.5% 

(1) Non-GAAP financial measure (as discussed below).
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Homebuilding gross margin represents home sales revenue less cost of home sales. Cost of home sales increased $15.3 million, or 378%, to
$19.4 million for the three months ended March 31, 2013 from $4.1 million for the prior year period. The increase was primarily due to a 336%
increase in the number of homes delivered and the product mix of homes delivered from new communities in 2013. Our homebuilding gross
margin percentage increased to 18.5% for the three months ended March 31, 2013 as compared to 11.2% for the prior year period, primarily due
to the delivery unit mix from our new communities.
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Excluding interest in cost of home sales, adjusted homebuilding gross margin percentage was 19.5% for the three months ended March 31, 2013,
compared to 12.5% for the prior year period. Adjusted homebuilding gross margin is a non-GAAP financial measure. We believe this
information is meaningful as it isolates the impact that leverage has on homebuilding gross margin and permits investors to make better
comparisons with our competitors, who adjust gross margins in a similar fashion. See the table above reconciling this non-GAAP financial
measure to homebuilding gross margin, the nearest GAAP equivalent.

Fee Building (dollars in thousands)

Three Months Ended March 31,
2013 % 2012 %

Home sales $ 4,031 100.0% $ 65 100.0% 
Cost of home sales 3,625 89.9% 65 100.0% 

Fee building gross margin $ 406 10.1% �  0.0% 

As of March 31, 2013, we had two construction management agreements to build 83 homes in Moorpark, California and 73 homes in
Carpinteria, California. We have one completed fee building project in Irvine, California, whereby all homes have been completed and delivered
to the third-party property owner, leaving three active model homes remaining unsold and scheduled to be delivered in the second quarter of
2013. Fee building revenue, which was all recorded in Southern California, increased to $4.0 million for the three months ended March 31, 2013
from $65,000 for the prior year period. Fee building cost increased to $3.6 million for the three months ended March 31, 2013 from $65,000 for
the prior year period. Fee building revenue and cost increased primarily due the two new fee building projects mentioned above, which
generated fee building revenue and cost during the three months ended March 31, 2013 compared to the same period in the prior year in which
there were no active projects. Fee building gross margin represents the net fee income earned related to our fee building projects.

Selling, General and Administrative Expense (dollars in thousands)

Three Months Ended
March 31,

As a Percentage of
Home Sales
Revenue

2013 2012 2013 2012
Sales and marketing $ 1,330 $ 493 5.6% 10.7% 
General and administrative (�G&A�) 3,313 1,178 13.9% 25.7% 

Total sales and marketing and G&A $ 4,643 $ 1,671 19.5% 36.4% 

Sales and marketing expense increased $837,000, or 170%, to $1.3 million for the three months ended March 31, 2013 from $493,000 for the
prior year period. The increase in sales and marketing expense was primarily attributable to a 92% increase in the average number of active
selling communities and a 336% increase in the number of homes delivered for the

three months ended March 31, 2013 compared to the prior year period. Sales and marketing expense was 5.6% and 10.7% of home sales revenue
for the three months March 31, 2013 and 2012, respectively.

General and administrative expenses increased $2.1 million, or 181%, to $3.3 million for the three months ended March 31, 2013 from $1.2
million for the prior year. The increase was primarily attributed to (i) an increase of $1.4 million in our compensation-related expenses resulting
largely from a 77% increase in our office headcount to 46 employees as of March 31, 2013 compared to 26 as of March 31, 2012, (ii) an increase
of $211,000 in stock-based compensation due to new option and restricted share unit awards granted during the quarter, and (iii) an increase of
$316,000 in insurance, outside services and other professional fees related to costs of being a new public company and to support our growth.
Our general and administrative expense as a percentage of home sales revenue was 13.9% and 25.7% for the three months ended March 31,
2013 and 2012, respectively.

Total sales and marketing and G&A expenses (�SG&A�) increased $2.9 million, or 178%, to $4.6 million for the three months ended March 31,
2013 from $1.7 million in the prior year period. Total SG&A expense was 19.5% and 36.4% of home sales revenue for the years ended
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March 31, 2013 and 2012, respectively. We expect that our SG&A expense as a percentage of home sales revenue will continue to decrease
during the balance of 2013 as we generate increased home sales revenue from higher new home deliveries as a result of the growth in our
community count and the conversion of our backlog.
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Other Income, Net

Other income, net, increased to $172,000 for the three months ended March 31, 2013 compared to $12,000 for the prior year period. The change
was primarily due to increased interest and dividend income and realized gains on the sale marketable securities as a result of higher cash, cash
equivalents and marketable securities balances due to the net cash proceeds received from our IPO in January of 2013.

Other Items

Interest, which was incurred principally to finance land acquisitions, land development and home construction, totaled $734,000 and $172,000
for the three months ended March 31, 2013 and 2012, respectively, all of which was capitalized to real estate inventory. The increase in interest
incurred during the three months ended March 31, 2013 as compared to the prior year was primarily attributable to our increase in outstanding
debt, which was the result of the increase in the number of active projects and the growth in our real estate inventory.

Income Tax

During 2012 and for the first 30 calendar days of 2013, the Company was a Delaware limited liability company which was treated as partnership
for income tax purposes and was subject to certain minimal taxes and fees; however, income taxes on taxable income or losses realized by the
Company were the obligation of the members. We have concluded that there were no significant uncertain tax positions requiring recognition in
its financial statements, nor have we been assessed interest or penalties by any major tax jurisdictions related to the first 30 calendar days of
2013 or fiscal 2012.

On January 30, 2013, the Company reorganized from a Delaware limited liability company into a Delaware corporation and was renamed TRI
Pointe Homes, Inc. As of March 31, 2013, we have recorded a tax provision of $73,000 based on an effective tax rate of 42% on the pretax
income generated for the period from January 31, 2013 to March 31, 2013

Net Income (Loss)

As a result of the foregoing factors, net income for the three months ended March 31, 2013 was $270,000 compared to net loss for the three
months ended March 31, 2012 of $(1.1) million.

Lots Owned and Controlled

The table below summarizes our lots owned and controlled as of the dates presented:

March 31,
Increase
(Decrease)

2013 2012 Amount %
Lots Owned
Southern California 778 381 397 104% 
Northern California 193 107 86 80% 
Colorado 57 �  57 N/A

Total 1,028 488 540 111% 

Lots Controlled(1)
Southern California 142 236 (94) (40)% 
Northern California 745 122 623 511% 
Colorado 247 �  247 N/A

Total 1,134 358 776 217% 

Total Lots Owned and Controlled(1) 2,162 846 1,316 156% 
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(1) Includes lots that are under a land option contract, purchase contract or a non-binding letter of intent. With respect to lots under a
non-binding letter of intent, there can be no assurance that we will enter into binding agreements or as to the terms thereof.
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Liquidity and Capital Resources

Overview

Our principal uses of capital for the three months ended March 31, 2013 were operating expenses, land purchases, land development, home
construction and the payment of routine liabilities. We used funds generated by our recently completed Initial Public Offering (�IPO�), operations
and available borrowings to meet our short-term working capital requirements. We remain focused on generating positive margins in our
homebuilding operations and acquiring desirable land positions in order to maintain a strong balance sheet and keep us poised for growth. As of
March 31, 2013, we had $131.3 million of cash, cash equivalents and marketable securities, a $111.5 million increase from December 31, 2012,
primarily as a result the proceeds from our IPO that was completed on January 31, 2013. We believe we have sufficient cash and sources of
financing for at least twelve months.

Secured Revolving Credit Facility

As of March 31, 2013, we were party to a secured revolving credit facility which has a maximum loan commitment of $30 million. Our secured
revolving credit facility has an initial maturity date of April 19, 2014 and a final maturity date of April 19, 2015. We may borrow under our
secured revolving credit facility in the ordinary course of business to fund our operations, including our land development and homebuilding
activities. Interest on our secured revolving credit facility is paid monthly at a rate based on LIBOR or prime rate pricing, subject to a minimum
interest rate floor of 5.0%. As of March 31, 2013, the outstanding principal balance was $6.0 million, the interest rate was 5.0% per annum and
we had $23.4 million of availability under our secured revolving credit facility.

Secured Acquisition and Development Loans and Construction Loans

As of March 31, 2013, we were party to several secured acquisition and development loan agreements to purchase and develop land parcels. In
addition, we were party to several secured construction loan agreements for the construction of our model and production homes. As of
March 31, 2013, the total aggregate commitment of our acquisition and development loans and our construction loans was $123.1 million, of
which $54.9 million was outstanding. The acquisition and development loans will be repaid as lots are released from the loans based upon a
specific release price, as defined in each respective loan agreement. Our construction loans will be repaid with proceeds from home sales based
upon a specific release price, as defined in each respective loan agreement. These loans range in maturity between August 2013 and September
2015, including the six month extensions which are at our election (subject to certain conditions). Interest on the loans is paid monthly at a rate
based on LIBOR or prime rate pricing, with interest rate floors ranging between 4.0% and 6.0%.

Covenant Compliance

Under our secured revolving credit facility, our acquisition and development loans and our construction loans, we are required to comply with
certain financial covenants, including but not limited to those set forth in the table below:

Actual at
March 31,
2013

Covenant
Requirement

at
March 31,
2013

Financial Covenant
Liquidity(1) $ 154,700,000 $ 7,449,000
(Greater of $5.0 million or 10% of total liabilities)
Tangible Net Worth $ 304,639,000 $ 159,092,000
(Not less than $47.0 million plus 50% of annual net income and 50% of additional future capital
contributions and net proceeds from equity offerings after December 31, 2011)
Maximum Total Liabilities to Tangible Net Worth Ratio 0.24 <1.5
(Not in excess of 1.5:1.0)

(1) Liquidity is defined as cash, cash equivalents and marketable securities on hand plus availability under our secured revolving credit
facility.
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As of March 31, 2013 and 2012, we were in compliance with all of these financial covenants.
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We believe that our leverage ratios provide useful information to the users of our financial statements regarding our financial position and cash
and debt management. The ratio of debt-to-capital and the ratio of net debt-to-capital are calculated as follows (dollars in thousands):

March 31,
2013

December 31,
2012

Debt $ 60,896 $ 57,368
Equity 305,219 149,153

Total capital 366,115 206,521

Ratio of debt-to-capital(1) 16.6% 27.8% 

Debt $ 60,896 $ 57,368
Less: cash, cash equivalents and marketable securities (131,316) (19,824) 

Net debt �   37,544
Equity 305,219 149,153

Total capital $ 305,219 $ 186,697

Ratio of net debt-to-capital(2) N/A 20.1% 

(1) The ratio of debt-to-capital is computed as the quotient obtained by dividing debt by the sum of total debt plus equity.
(2) The ratio of net debt-to-capital is computed as the quotient obtained by dividing net debt (which is debt less cash, cash equivalents and

marketable securities) by the sum of net debt plus equity. The most directly comparable GAAP financial measure is the ratio of
debt-to-capital. We believe the ratio of net debt-to-capital is a relevant financial measure for investors to understand the leverage employed
in our operations and as an indicator of our ability to obtain financing. See the table above reconciling this non-GAAP financial measure to
the ratio of debt-to-capital.

Cash Flows�Three Months Ended March 31, 2013 to Three Months Ended March 31, 2012

For the three months ended March 31, 2013 as compared to the three months ended March 31, 2012, the comparison of cash flows is as follows:

� Net cash used in operating activities increased to $47.4 million in 2013 from a use of $20.9 million in 2012. The change was
primarily a result of (i) an increase in real estate inventories of $51.1 million in 2013 compared to an increase of $17.8 million in
2012, primarily driven by the increase in land, land development and homes under construction, offset by the increase in home
closings in 2013 as compared to 2012 and (ii) net income of $270,000 in 2013 compared to a net loss of $(1.1) million in 2012.

� Net cash used in investing activities was $60.1 million in 2013 as compared to $38,000 in 2012. The change was primarily the result
of net purchases of marketable securities in 2013.

� Net cash provided by financing activities increased to $158.9 million in 2013 from $24.4 million in 2012. The change was primarily
a result of (i) an increase in the net proceeds from the issuance of common stock of $155.4 million as a result of the completion of
the Company�s IPO in January of 2013 compared to $14.0 million in 2012 related to a capital contribution from a member and offset
by a financial advisory fee payment of $490,000 and (ii) an increase in net borrowings on notes payable of $3.5 million in 2013 as
compared to an increase of $10.9 million in 2012.

Off-Balance Sheet Arrangements and Contractual Obligations
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In the ordinary course of business, we enter into land option contracts in order to procure lots for the construction of our homes. We are subject
to customary obligations associated with entering into contracts for the purchase of land and improved lots. These purchase contracts typically
require a cash deposit and the purchase of properties under these contracts is generally contingent upon satisfaction of certain requirements by
the sellers, including obtaining applicable property and development entitlements. We also utilize option contracts with land sellers as a method
of acquiring land in staged takedowns, to help us manage the financial and market risk associated with land holdings, and to reduce the use of
funds from our corporate financing sources. Option contracts generally require a non-refundable deposit for the right to acquire lots over a
specified period of time at pre-determined prices. We generally have the right at our discretion to terminate our obligations under both purchase
contracts and option contracts by forfeiting our cash deposit with no further financial responsibility to the land seller. As of March 31, 2013, we
had $14.1 million of non-refundable cash deposits pertaining to
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land option contracts and purchase contracts for 1,134 lots with an aggregate remaining purchase price of approximately $167.6 million (net of
deposits).

Our utilization of land option contracts is dependent on, among other things, the availability of land sellers willing to enter into option takedown
arrangements, the availability of capital to financial intermediaries to finance the development of optioned lots, general housing market
conditions, and local market dynamics. Options may be more difficult to procure from land sellers in strong housing markets and are more
prevalent in certain geographic regions.

As of March 31, 2013, the outstanding principal balance of our secured revolving credit facility was $6.0 million, the interest rate was 5.0% per
annum and we had $23.4 million of availability under our secured revolving credit facility. As of March 31, 2013, we also were party to several
secured acquisition and development loan agreements to purchase and develop land parcels. In addition, we were party to several secured
construction loan agreements for the construction of our model and production homes. As of March 31, 2013, the total aggregate commitments
of our acquisition and development loans and our construction loans were $123.1 million, of which $54.9 million was outstanding. We expect
that the obligations secured by our secured revolving credit facility and the loan agreements generally will be satisfied in the ordinary course of
business and in accordance with applicable contractual terms.

Inflation

Our homebuilding and fee building segments can be adversely impacted by inflation, primarily from higher land, financing, labor, material and
construction costs. In addition, inflation can lead to higher mortgage rates, which can significantly affect the affordability of mortgage financing
to homebuyers. While we attempt to pass on cost increases to customers through increased prices, when weak housing market conditions exist,
we are often unable to offset cost increases with higher selling prices.

Seasonality

Historically, the homebuilding industry experiences seasonal fluctuations in quarterly operating results and capital requirements. We typically
experience the highest new home order activity in spring and summer, although this activity is also highly dependent on the number of active
selling communities, timing of new community openings and other market factors. Since it typically takes four to six months to construct a new
home, we deliver more homes in the second half of the year as spring and summer home orders convert to home deliveries. Because of this
seasonality, home starts, construction costs and related cash outflows have historically been highest in the second and third quarters, and the
majority of cash receipts from home deliveries occur during the second half of the year. We expect this seasonal pattern to continue over the
long-term, although it may be affected by volatility in the homebuilding industry.
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Description of Projects and Communities under Development

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

current projects under development where we are building and selling homes for our own account and current projects under development where
we are acting as a fee builder.

County, Project, City

Year of
First

Delivery(1)

Total
Number 

of
Homes(2)

Cumulative
Homes
Delivered

as
of March 31,

2013

Lots as
of March 31,

2013(3)

Backlog as
of March 31,
2013(4)(5)

Homes
Closed
for the
Three

Months Ended
March
31,
2013

Sales Price
Range (in
000�s)(6)

Owned Projects
Southern California
Orange County:
Brio, La Habra 2013 91 �  91 22 �  $ 465 � $510
Rancho Mission Viejo 2013 105 �  105 �  �  $ 615 � $675
Wardlow, Huntington Beach 2014 49 �  49 �  �  $ 1,075 � $1,200
San Diego County:
Candera, San Marcos 2012 58 35 23 23 16 $ 310 � $490
Altana, San Diego 2013 45 �  45 �  �  $ 625 � $685
Riverside County:
Topazridge, Riverside 2012 68 19 49 15 5 $ 417 � $465
Sagebluff, Riverside 2012 47 35 12 12 12 $ 362 � $380
Paseo del Sol, Temecula 2014 96 �  96 �  �  $ 219 � $297
Paseo del Sol II, Temecula 2014 90 �  90 �  �  $ 251 � $284
Los Angeles County:
Los Arboles, Simi Valley 2012 43 30 13 9 6 $ 387 � $422
Tamarind Lane, Azusa 2012 62 14 48 21 4 $ 454 � $462
Tamarind Lane II, Azusa 2014 25 �  25 �  �  $ 464 � $472
Avenswood, Azusa 2013 66 �  66 �  �  $ 630 � $680
Woodson, Los Angeles 2014 66 �  66 �  �  $ 855 � $955

Southern California Total 911 133 778 102 43

Northern California
Santa Clara County:
Chantrea, San Jose 2012 38 20 18 10 5 $ 1,245 � $1,515
Ironhorse South, Morgan Hill 2012 37 16 21 11 �  $ 515 � $745
Ironhorse North, Morgan Hill 2013 32 �  32 16 �  $ 565 � $745
Avellino, Mountain View 2013 59 �  59 �  �  $ 875 � $1,075
San Mateo County:
Amelia, San Mateo 2013 63 �  63 4 �  $ 720 � $1,050

Northern California Total 229 36 193 41 5

Colorado
Douglas County:
Terrain, Castle Rock 2013 149 �  57 �  �  $ 285 � $344

Colorado Total 149 �  57 �  �  

Company Total�Owned Projects 1,289 169 1,028 143 48
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Fee Building Projects
Southern California
Orange County:
San Marino, Irvine(7) 2011 39 36 3 �  �  N/A
Ventura County:
Meridian Hills, Moorpark(8) 2013 83 �  83 �  �  $ 620 � $775
Lagunitas, Carpinteria(8) 2012 73 15 58 34 5 $ 466 � $890

Southern California Total 195 51 144 34 5

Company Total�Fee Building Projects 195 51 144 34 5

Grand Totals:
Owned Projects 1,289 169 1,028 143 48
Fee Building Projects 195 51 144 34 5

1,484 220 1,172 177 53

(1) Year of first delivery for future periods is based upon management�s estimates and is subject to change.
(2) The number of homes to be built at completion is subject to change, and there can be no assurance that we will build these homes.
(3) Owned lots and fee building lots as of March 31, 2013 include owned lots and fee building lots in backlog as of March 31, 2013.
(4) Backlog consists of homes under sales contracts that had not yet closed, and there can be no assurance that closings of sold homes will occur.
(5) Of the total homes subject to pending sales contracts that have not closed as of March 31, 2013, 143 represent homes completed or under construction on our

owned projects and 34 represent homes completed or under construction on our fee building projects.
(6) Sales price range reflects base price only and excludes any lot premium, buyer incentives and buyer selected options, which may vary from project to project.

Sales prices for homes required to be sold pursuant to affordable housing requirements are excluded from sales price range.
(7) We entered into a construction management agreement to only build homes in this community for an independent third-party property owner. This project is

marketed under the third-party owner�s name.
(8) We entered into a construction management agreement to build, sell and market homes in this community for an independent third-party property owner. This

project is marketed under the TRI Pointe Homes brand name.
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Critical Accounting Policies

See Note 1 to the accompanying notes to unaudited condensed consolidated financial statements included in this Quarterly Report on Form
10-Q.

Recently Issued Accounting Standards

See Note 1 to the accompanying notes to unaudited condensed consolidated financial statements included in this Quarterly Report on Form
10-Q.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk
We are exposed to market risks related to fluctuations in interest rates on our outstanding variable rate debt. We did not utilize swaps, forward or
option contracts on interest rates or commodities, or other types of derivative financial instruments as of or during the three months ended
March 31, 2013. We have not entered into and currently do not hold derivatives for trading or speculative purposes. Many of the statements
contained in this section are forward looking and should be read in conjunction with our disclosures under the heading �Cautionary Note
Concerning Forward-Looking Statements.�

Based on the current interest rate management policies we have in place with respect to our outstanding debt, we do not believe that the future
market rate risks related to the above securities will have a material adverse impact on our financial position, results of operations or liquidity.

Item 4. Controls and Procedures
Our management, with the participation of our chief executive officer and chief financial officer, has reviewed and evaluated the effectiveness of
our disclosure controls and procedures, as defined in Securities Exchange Act Rules 13a-15(e) and 15d-15(e), as of the end of the period covered
by this Form 10-Q (the �Evaluation Date�). Based on such evaluation, management has concluded that our disclosure controls and procedures
were effective as of the Evaluation Date. In designing and evaluating the disclosure controls and procedures, management recognized that any
controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control
objectives, and management necessarily was required to apply its judgment in evaluating the cost-benefit relationship of possible controls and
procedures. Our disclosure controls and procedures are designed to provide a reasonable level of assurance of reaching our desired disclosure
control objectives.

During the fiscal quarter covered by this Form 10-Q, there has not been any change in our internal control over financial reporting that has
materially affected, or that is reasonably likely to materially affect, our internal control over financial reporting.
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PART II � OTHER INFORMATION

Item 6. Exhibits

Exhibit
Number Exhibit Description

    2.1 Plan of Conversion of TRI Pointe Homes, LLC (incorporated by reference to Exhibit 2.1 of the Company�s Registration Statement
on Form S-1 (Amendment No. 4, filed January 25, 2013))

    3.1 Amended and Restated Certificate of Incorporation of TRI Pointe Homes, Inc. (incorporated by reference to Exhibit 3.1 of the
Company�s Annual Report on Form 10-K (filed March 28, 2013))

    3.2 Bylaws of TRI Pointe Homes, Inc. (incorporated by reference to Exhibit 3.1 of the Company�s Registration Statement on Form S-1
(filed December 21, 2012))

    4.1 Specimen Common Stock Certificate of TRI Pointe Homes, Inc. (incorporated by reference to Exhibit 4.1 of the Company�s
Registration Statement on Form S-1 (filed Dec. 21, 2012))

    4.2 Investor Rights Agreement between TRI Pointe Homes, Inc. and VIII/TPC Holdings, L.L.C. (incorporated by reference to
Exhibit 4.2 of the Company�s Registration Statement on Form S-1 (Amendment No. 3, filed Jan. 25, 2013))

  31.1 Chief Executive Officer Section 302 Certification of the Sarbanes-Oxley Act of 2002

  31.2 Chief Financial Officer Section 302 Certification of the Sarbanes-Oxley Act of 2002

  32.1 Chief Executive Officer Section 906 Certification of the Sarbanes-Oxley Act of 2002

  32.2 Chief Financial Officer Section 906 Certification of the Sarbanes-Oxley Act of 2002

101 Pursuant to Rule 405(a)(2) of Regulation S-T, the Company intends to submit its first required Interactive Data File by the filing of
an amendment to this Quarterly Report on Form 10-Q within the 30-day grace period provided by that rule.

- 29 -

Edgar Filing: TRI Pointe Homes, Inc. - Form 10-Q

Table of Contents 45



Table of Contents

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

TRI Pointe Homes, Inc.

By: /s/ Douglas F. Bauer
Douglas F. Bauer
Chief Executive Officer

Date: May 14, 2013
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