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PART |
Explanatory Note

Unless otherwise indicated or the context requitieS),” the “Company,” “we,” “our” and “us’refer collectively to LGl Homes, Inc. a
its subsidiaries. On November 13, 2013, we comglate initial public offering (the “IPO”) of 10,35000 shares of our common stock. A
result of the reorganization transactions compl@tezbnnection with the IPO (the “Reorganizatiomfisactions”)for accounting purposes, (
historical results included herein present the doetdb assets, liabilities and results of operatiohd Gl Homes, Inc. since the date of
formation and LGI Homes Group, LLC, LGl Homes Camde, LLC, LGl Homes I, LLC, LGl Homes-Sunrise Miav, LLC, LGl Homes-
Canyon Crossing, LLC, LGl Homd3eer Creek, LLC and their direct and indirect sdiagies prior to the IPO (collectively, ¢
“Predecessor”)For the period subsequent to the IPO, the assdatslities and results of operations present thesotidated results of t
Company.

Prior to the completion of the IPO, our Predecessaned a 15% equity interest in and managed thetaldgy operations of four joi
venture entities (the “LGI/GTIS Joint VenturesQoncurrent with the IPO, LGl Homes, Inc. acquirddthe equity interests in the LGI/GT
Joint Ventures that it did not own immediately prio the IPO (the “GTIS Acquisitions”). Our finaatistatements present our Predecesso
historical interest in the LGI/GTIS Joint Venturesing the equity method and our Predecessor’s sifattee LGI/GTIS Joint Venturesiet
earnings are included in income from unconsolidatéat ventures. Effective November 13, 2013, wenoall of the equity interests in 1
LGI/GTIS Joint Ventures and we account for themaaronsolidated basis after such date.

ITEM 1. BUSINESS
General

We are one of the natiahfastest growing public homebuilders in terms @fcpntage increase of home closings. We are endadhe
design, construction, marketing and sale of new dsin markets in Texas, Arizona, Florida, Georfjlaw Mexico, South Carolina, Noi
Carolina and Colorado. Our core markets include dttmy San Antonio, Dallas/Fort Worth, Austin, Phgeucson, Tampa, Orlando, F
Myers, Atlanta, Albuguerque, Charlotte and Den@ar management team has been in the residentéidevelopment business since the mic
1990s. Since commencing home building operation2063, we have constructed and closed over 8t&fl@es. During the year enc
December 31, 2014 , we had 2,356 home closingspared to 1,617 home closings on a proforma bas®113.

The following is a summary of our history:

2003 - LGl Homes began operations building homakéHouston market
2006 - We entered the San Antonio market
2009 - We entered the Dallas/Ft. Worth market
2010 - We formed our first LGI/GTIS Joint Venture
2011
. We entered the Phoenix market and formed ourtSeast Division
. We expanded our Texas Division by entering ih#® Austin market
2012 - An LGI/GTIS Joint Venture entered the Tammarket and we formed our Florida Division
2013
. We expanded our Florida Division by entering itite Orlando market
. We entered the Atlanta market and formed our I8asdt Division
. We expanded our Southwest Division by enterirgEtbcson market

. LGl Homes, Inc. was formed, we completed our B@ certain reorganization transactions in conaratiith
our IPO and we acquired our joint venture partngrtgrests in the LGI/GTIS Joint Ventures
. We expanded our Southwest Division by enterirgAlbuquerque market
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2014

. We expanded our Southeast Division by enteriegQharlotte market and acquiring the homebuildaigted
assets of Oakmont Home Builders, Inc. and itsiafélin that market

. We expanded our Southwest Division by enterirgDienver market
. We launched our first Terrata Homes communitthn San Antonio market

LGl Homes, Inc. is a Delaware corporation incorpedaon July 9, 2013. Our principal executive officare located at 1450 Lz
Robbins Drive, Suite 430, The Woodlands, Texas @738d our telephone number is (281) 3888. Information on or linked to our web:
is not incorporated by reference into this Annuap®t on Form 10-K unless expressly noted.

Business Opportunities

We believe there is a significant opportunity taiioue to grow in our existing markets. Given oanpowledge of and proven succes
these markets, as well as the favorable demograpticeconomic trends forecasted for these manketg€xpect to continue to grow in th
markets.

We see opportunities to develop properties withtiplel product lines within the same communities atthive believe will enable us
grow our business by increasing the number of grmats in some of our existing markets. Our curgmoduct offerings include entigvel
homes sold under our LGl Homes brand, and our prenmove-up homes, which are sold under our TeHataes brand.

During November 2014, we launched our new Terrabaneés brand at our Potranco Ranch community in Satormdo, Texas. Ol
Terrata Homes brand allows us to leverage our sysi@nd process approach, including our distingdishestomer centric sales systen
deliver movein ready homes with standardized features at aghigtice point, with expected sales prices at $88Dand up for homes larg
than 2,500 square feet. We closed our first Terkidene sale during January 2015. Our second TeHataes community is located
Lancaster, South Carolina, 30 miles south of Chigrldlorth Carolina, and is expected to open ftgssen mid-2015.

We expect to continue to pursue a flexible landusgition strategy of purchasing or optioning firgshlots, if they can be acquirec
attractive prices, or purchasing raw land for restéhl development. We generally target land adtoiiss that are further away from urk
centers than many other suburban communities tugt &ecess to major thoroughfares, retail distacis centers of business. These target
that are further away from urban centers resul imetter value for the homeowner through eithereloprice points or larger lot sizes.
consider development opportunities that meet oofitpand return objectives, including opportunitiggich may involve the sale of home s
as a part of the product mix. We will continue éauds on entryevel home buyers, and expect our home closing®mmunities with hight
price points or those that include the sales ofédaites will be less than 10% of our annual horoeigs during 2015 and 2016.

We intend to continue to expand into new marketeretwe identify opportunities to build homes andedep communities that meet «
profit and return objectives. One of the keys to successful geographic expansion has been oun@rmiperating model. After successf
implementing this operating model in the Houstorrkefh we expanded into 12 additional markets, idiclg our recent entry into the Charlo
North Carolina and Denver, Colorado markets. Initemid during October 2014, we completed our fasguisition of another hor-buildel
when we acquired the homebuilding related assetdiabilities of Oakmont Home Builders, Inc. and éffiliate (collectively, “Oakmont”jn
Charlotte, North Carolina. We will continue to aevatle potential opportunities, including acquisitioof other homebuilders, to expand
presence in our existing markets or to expandnets markets.

Unique Operating Model

We developed our unique operating model based orbelief that there is a more effective and effitienethod of constructing a
selling homes. We are focused on maintaining amoggjate supply of mové ready homes to fuel our dynamic sales force.baleeve the
the key competitive advantages of our operationaliess model include our sales and marketing &gperecruitment, selection, training :
development of our people; our disciplined landwsition process; and our quality assurance andtguantrol procedures.

Our unique operating model has been refined simceénzeption. We believe our operating model wal éffective with respect to hol
sales across all price points, including in our mearkets. We believe that our business model caadbpted as needed, for the requiremer
individual communities and new geographic markets.
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Sales and Marketing

We utilize a welldefined sales and marketing approach to identifgldefor our communities and to educate potentigeision th
process and benefits of homeownership. For marguofcommunities, our marketing efforts are focusadconverting renters of apartme
and single-family homes into homeowners.

We use extensive print and digital advertising timaat potential homebuyers. We employ sophisttaterketing techniques such
direct mail, newspaper advertisements, social maulibinteractive online media as well as directigignage and billboards to attract and ¢
potential homebuyers to our sales centers.

Our print advertising methods are extensive anct hpmeven to be highly effective in placing potehtiamebuyers in front of our higf
trained sales professionals. We have found diredt tm be very effective in reaching our target keirand communicating our core messag
value and dream fulfillment.

With respect to our communities with higher priagnps or that include the sale of home sites, @lgssand marketing approach will
tailored to the potential purchasers of such hoameshome sites and may include more involvememéehblestate agents and brokers.

Across all price points, our marketing strategylscédr a balanced approach of corporate supportlecal expertise to attract poten
homebuyers in a focused, efficient and cefééctive manner. Our proprietary customer relaiop management system provides
management team with tools to continually monited aneasure the performance level of every salefegsional through each phase of
sales process. Utilization of these tools allowgaisssess the cost effectiveness of a particaeertising campaign and the strengths
weaknesses of every member of our sales team.

Our marketing efforts are generally designed tooarage the prospective homebuyer to call our s#feees to schedule an appointm
and our primary objective is to establish direcinomunication between the prospective homebuyer hrdsalesperson. Our professic
salespeople are wdlained to determine specific needs and wants efptitential homebuyer and to provide the potetigmhebuyer with a
information required to make a buying decision.

Our sales offices are open approximately 12 hoersipy, 360 days per year, and generally staffetthit®e to five sales professionals
supported by an independent on-site loan officer. @@mmissiorbased sales professionals provide potential homebwyith a comprehensi
and thorough understanding of the steps requirextiiieve homeownership. Throughout the sales pspoes sales professionals learn a
the current housing situation of the potential hbuoyers and seek to understand their individual aeddle also educating them on the vi
we provide through superior quality and affordgiliees.

We provide information regarding floor plans andtimg, credit and income qualifications and condieetrs of our homes based on
potential homebuyes’ budget. In addition, we provide each potentiah@buyer with a comprehensive introduction to theewnity and th
surrounding area, providing them with detailed infation regarding utilities, schools, homeownersoagtion dues and restrictions, I
entertainment and nearby dining and shopping optidvie provide our potential homebuyers with a cleaderstanding of who we are
sharing our history, vision and values. As a restitiur transparent approach, potential homebugsmsive all this information before makin
buying decision, which we believe eliminates coidosduring the home buying process and sets chgaectations. In addition, the poten
home buyers benefit from the availability of moweréady homes by seeing the completed or near-&tetphome that they will own.

Recruitment, Training and Development

We focus on identifying and attracting the besertland providing them with worldass training and continuous development.
directly invest in our sales professionals by cartithg an intensive 100-day introductory traininggmam consisting of 30 days of initial in-
depth, in-house education about our time-provelingestrategies, which includes a twaeek intensive training program at our headqua
and an additional 70 days of secondary traininghatlocal division. Our continued commitment to @ales personnel is reflected in
ongoing weekly training sessions held in each ofsales offices coupled with quarterly regionairirag events. We also work closely with
subcontractors and construction managers, trathi@gn using a comprehensive construction manuabiintines the most efficient way to bt
an LGl home. Many of our subcontractors have woreaur homes since we commenced homebuilding tpasan 2003, and therefore,
familiar with our business model.
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Homebuilding Operations

Our homebuilding operations are organized and nethay divisions:

Texas Southwest Southeast Florida
Houston, TX Phoenix, AZ Atlanta, GA Tampa, FL
Dallas/Ft. Worth, TX Tucson, AZ Charlotte, NC Orlando, FL
San Antonio, TX Albuquerque, NM Fort Myers, FL
Austin, TX Denver, CO

Our four divisions are aggregated into one repgrtiegment. See Note 15Segment Informatiori to our consolidated financ
statements included in Part II. Item 8 of this AahReport on Form 10-K.

Our even-flow, or continuous, construction methodgl enables us to build and maintain an inventdrsnovedin ready homes that ¢
available for immediate sale. We offer a set numiefloor plans in each community with standardifedtures that commonly inclu
upgrades such as granite countertops, applianckseaamic tile flooring. Our homes are designethe®t the preferences of our target me
of potential homebuyers and enable cost efficiewt effective construction processes. We have dpeel@ collection of home designs, wt
can be modified for local conditions and marketf@mences, and implemented across multiple comnamittb maximize efficiency. V
maintained an average home completion time of aqimrately 45 to 60 days dring 2014 and 2013; the homes closed during 28&ged fror
1,100 to 3,000 square feet with prices ranging fthen$110,000's to the $250,000's.

We believe in 2015 and beyond, we will continuddous on our target market of entry level homebsy@ur entry level homes
priced to the upper $200,000s. We expect that sdlear Terrata Homes brand will represent less th28o of our home closings through 2(
We expect to continue to utilize our even flow domstion methodology in communities with homes lab&our price points and will maints
our focus on marketing complete or move-in readyné® with standardized features.

We employ experienced construction management gsimfieals to perform the tasks of general contradtmoughout home construct
in each of our communities. Our employees provide gurchasing, construction management and quedgyrance for the homes we bt
while thirdparty subcontractors provide the material and ladtmmponents of our homes. In each of our marketsemploy constructic
managers with local market knowledge and experAsiglitionally, our construction managers monitor compliance with zoning and otl
regulations, production schedules, and qualitydsests for their projects.

We endeavor to obtain favorable pricing from sulb@mtors through longerm relationships and consistent workflow. As wavd
expanded into new markets outside of Texas, thel@mes that we have hired in those markets havaghitolongterm relationships wi
several subcontracting firms. We have expanded @x@ting relationships with subcontracting firmiscalocated in Texas. A number of
trade partners have subcontracted on our proj@ute sve commenced homebuilding operations in 20@8.purchase some components
materials centrally to leverage our purchasing poteeachieve volume discounts, a practice thatnofieduces costs and ensures tir
deliveries. We typically do not store significanvéntories of construction materials, except forkwim progress materials for homes ur
construction. Consistency of trades is an integaat of our homebuilding operations that also leal$o reduced warranty costs. We belie
building long lasting relationships with our trapartners in order to provide consistent, qualitd &mely deliveries across our markets.
also work closely with our construction managers subcontractors and train them using a comprebesinstruction manual that outlines
most efficient way to build an LGl home. We beliemer emphasis on developing and educating our grapkband subcontractors is a
differentiator relative to our peers.

Throughout our homebuilding operations, we utilizeaperless purchase order system to conduct lsssimith our subcontractors. (
master build schedule allows our trade partnerseteive their specific task from our electronicteys and plan several weeks in adv:
before starting their work. This means of commuticaallows our subcontractors to schedule theewsr efficiently, thereby allowing f
better pricing and better quality of work. Typigalbur contractors are paid every two weeks, witightributes to the strength of our busit
relationships with them.

Land Acquisition Policies and Development

We continue to be an active and opportunistic aequif land for residential development in our nedsk We source land from a w
range of landowners, brokers, lenders and othet tlmvelopment companies. We generally acquirehedslots and raw land in afforda
locations that are further away from urban centteas many other suburban communities but have a¢oasajor thoroughfares, retail distr
and centers of business. We conduct thorough digece on each of our potential land

6
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acquisitions, and we look at numerous opportuniiefere finding one that meets our requirements t&gethe market and speak with pote
homebuyers before committing to purchase land. & maintain a pipeline of desirable land positiforsreplacement communities and t
communities. We increased our active communitiesif5 as of December 31, 2013 toa&39of December 31, 2014. We also increased ¢
inventory from 14,895 owned or controlled lots &®ecember 31, 2013 to 19,883 owned or controlidsl &s of December 31, 2014.

Our allocation of capital for land investment igfpemed at the corporate level with a disciplinggb@ach to portfolio management. ¢
Acquisitions Committee meets periodically and cstssbdf our Chief Executive Officer, Chief Financ@fficer, Chief Operating Officer, a
Executive Vice President of Acquisitions. Annualbyr divisions prepare a strategic plan for thespective geographic areas. Supply
demand are analyzed to ensure land investmentgstéal appropriately. The lorigrm plan is compared on an ongoing basis to ewg
realities in the marketplace and is then adjusidtie extent necessary.

We have also purchased larger tracts of land aaosanarkets which will provide us with more oppmities to build homes wi
multiple price points in our communities. We beéehat our land development expertise will allowtasneet our growth and profit objecti
with respect to opportunities in which we are tieealoper. These opportunities may involve the shteome sites as a part of the project.

We have strong relationships with the land brokeragmmunity in all of our markets. We believe timathe brokerage community, '
have a reputation for knowing our business, havirgcapital to close deals, and making accuratetiamely decisions that benefit both
buyer and seller. For these reasons, we belie¥édtbkers routinely notify us when desirable tramttand are available for purchase.

In our land acquisition process, projects of irder@e evaluated at the division level using aremsive due diligence checklist wh
includes assessing the permitting and regulatogugirements, environmental considerations, localketaconditions, and anticipated flc
plans, pricing, and financial returns. We also datee the number of residents in the market andafdrouseholds that are within driv
distance to the proposed project and conduct tesketing which includes mailings to prospective letinyers to get their feedback on
potential land acquisition. By testing the markefdoe entering it and acquiring land in it, we aide to assess the level of interest ir
location and amenities, determine the cost of irethe area, and assess the size of the markettopig. The amount of information that
are able to ascertain about potential home bujraisiding renters, allows us to better identify tpmportunity to sell move-in ready homes.

The table below shows (i) home closings by divisionthe year ended December 31, 2014 and (ii)auned or controlled lots |
division as of December 31, 2014.

Year Ended
December 31, 2014 As of December 31, 2014
Division Home Closings Owned® Controlled Total
Texas 1,575 10,922 1,774 12,697
Southwest 273 1,320 454 1,774
Florida 255 696 863 1,559
Southeast 253 3,023 830 3,853
Total 2,356 15,962 3,921 19,882

(1) Of the 15,962 owned lots as of December 314200,809 were raw/under development lots and3akse finished lot:
Homes in Inventory
When entering a new community, we build a suffitieamber of moven ready homes to meet our budgets. We base faturees start

on closings. As homes are closed, we start moreeRdm maintain our inventory. As of December 31140ve had a total of 45&mplete:
homes and 578 homes in progress.
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The following is a summary of our homes in invegtby division as of December 31, 2014 (dollar valirethousands):

Division Homes in Inventory Inventory Value @

Texas 45C % 48,74¢
Southwest 21C 20,90¢
Southeast 22¢ 22,78
Florida 14¢ 18,69¢
Total 1,031 $ 111,24(

(1) Includes homes in progress and completed homekjdessales office
Backlog

See discussion included in “Management's DiscussimhAnalysis of Financial Condition and Result©Opkrations-
Backlog.”

Raw Materials

When constructing homes, we use various matemalscamponents. We generally contract for our maleand labor at a fixed price
the anticipated construction period of our homdss Bllows us to mitigate the risks associated wittreases in building materials and le
costs between the time construction begins on aereomd the time it is closed. Typically, the raw eni@tls and most of the components use
our business are readily available in the UniteateSt In addition, the majority of our raw mateviesl supplied to us by our subcontractors,
is included in the price of our contract with sumdntractors. Most of the raw materials necessaryofm subcontractors are standard it
carried by major suppliers. Substantially all of oanstruction work is done by third party subcaators, most of whom are nomionized. W
continue to monitor the supply markets to achidne liest prices available. Typically, the price gemnthat most significantly influence
operations are price increases in commodities amdbér.

Seasonality

The homebuilding industry generally exhibits seadion We have historically experienced, and in fature expect to continue
experience, variability in our results on a qudytdrasis. See discussion included in “ManagenseBtiscussion and Analysis of Finan
Condition and Results of OperatieffSeasonality.”

Government Regulation and Environmental Matters

We are subject to numerous local, state, federdlather statutes, ordinances, rules and regulatonserning zoning, developme
building design, construction and similar mattefsicls impose restrictive zoning and density requatg, the result of which is to limit t
number of homes that can be built within the bouiedaof a particular area. Projects that are ntitleth may be subjected to periodic deli
changes in use, less intensive development orraditioin of development in certain specific areas tugovernment regulations. We may i
be subject to periodic delays or may be preclud#idedy from developing in certain communities digebuilding moratoriums or “slow-
growth” or “no-growth” initiatives that could be implemented in the futut®cal governments also have broad discretion rodga the
imposition of development fees for projects in therisdiction. Projects for which we have receiiedd use and development entitlemen
approvals may still require a variety of other goveental approvals and permits during the developirmpeocess and can also be impa
adversely by unforeseen health, safety and weiéarees, which can further delay these projectsergmt their development.

We are also subject to a variety of local, staddefal and other statutes, ordinances, rules andateons concerning the environmt
The particular environmental laws which apply ty @iven homebuilding site vary according to muktipactors, including the sitglocation
its environmental conditions and the present anchéo uses of the site, as well as adjoining progerEnvironmental laws and conditions t
result in delays, may cause us to incur substantiaipliance and other costs, and can prohibit gersdy restrict homebuilding activity
environmentally sensitive regions or areas. In talli in those cases where an endangered or theshtgpecies is involved, environme
rules and regulations can result in the restrictioelimination of development in identified enviroentally sensitive areas. From time to ti
the United States Environmental Protection Agerthg (EPA”) and similar federal or state agenciedaw homebuilderscompliance wit
environmental laws and may levy fines and penafiegailure to strictly comply with applicable einenmental laws or impose additio
requirements for future compliance as a resultadt failures. Any such actions taken with respeaild may increase our costs. Further
expect
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that increasingly stringent requirements may beosa on homebuilders in the future. Environmengglutations can also have an adv
impact on the availability and price of certain renaterials such as lumber.

Under various environmental laws, current or forimeners of real estate, as well as certain othteigosies of parties, may be require
investigate and clean up hazardous or toxic substor petroleum product releases, and may beliabld to a governmental entity or to tt
parties for related damages, including for bodilpiy, and for investigation and cleaip-costs incurred by such parties in connectioh wit
contamination. A mitigation system may be instalfieding the construction of a home if a cleanupsdoet remove all contaminants of conc
or to address a naturally occurring condition sasimethane. Some homebuyers may not want to perehlasme with a mitigation system.

Competition

The U.S. homebuilding industry is highly compettiwVe compete in each of our markets with numeanthsr national, regional a
local homebuilders for homebuyers, desirable prigserraw materials and skilled labor. We also cetapvith sales of existing homes and
the rental housing market. Our homes compete otdkes of quality, price, design, mortgage finagdierms and location. We have begu
see some consolidation among national homebuilderse United States and expect that this trentosihtinue.

In order to maximize our sales volumes, profit&pilnd product strategy, we strive to understand acaumpetition and their pricin
product and sales volume strategies and results.

Employees

As of December 31, 2014, we employed 390 peopletafm 58 were located at our corporate headquai2éswere orsite sales ar
support personnel and 82 were involved with cosiba. None of our employees are covered by calledtargaining agreements. We beli
we have good relations with our employees.

Available Information

We make available, as soon as reasonably practicablour websiteyww.lgihomes.com all of our reports required to be filed with
Securities and Exchange Commission (“SEC”). Thepents can be found on the “Investor Relations"epaigour website under “SEC Filings”
and include our annual and quarterly reports omFbd-K and 10-Q (including related filings in XBR&armat), current reports on Formkg-
beneficial ownership reports on Forms 3, 4, angréxy statements and amendments to such reportsSBQ filings are also available to
public on the SEC’s website atww.sec.gov, and the public may read and copy any documentileat the SEGCS public reference roc
located at 100 F Street NE, Washington, D.C. 20%48ther information on the operation of the pulskerence room can be obtainec
calling the SEC at 1-800-SE@330. In addition to our SEC filings, our corporgivernance documents, including our Code of Bus
Conduct and Ethics, are available on the “InveRelations” page of our website under “Corporate @pance.”Our stockholders may al
obtain these documents in paper format free ofgghapon request made to our Investor Relationsrtapat.

Executive Officers

The following table sets forth information regamgliour executive officers as of March 9, 2015:

Name Age Position
Eric Lipar 44 Chief Executive Officer and Chairman of the Board
Michael Snider 43 President and Chief Operating Officer
Charles Merdian 45 Chief Financial Officer, Secretary and Treasurer
Jack Lipar 46 Executive Vice President of Acquisitions
Margaret Britton 52 Chief Administrative Officer
Rachel Eaton 33 Executive Vice President and Chief Marketing Office

Eric Lipar. Mr. Lipar is our Chief Executive Officer and servas Chairman of our Board of Directors. He hasexras our Chi
Executive Officer since 2009, as a director sino@eJ2013 and as Chairman of the Board since Julg.Z®reviously, Mr. Lipar served as
President from 2003 until 2009. Mr. Lipar has béeethe residential land development business dimee
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mid-1990s and is one of our founders. He has overseehdcquisition, development and the sales of 8\#)0 homes since our inception.
Lipar currently serves on the Residential NeighbothDevelopment Council for the Urban Land Insétut

Michael Snider.  Mr. Snider has served as our President since 2808,Chief Operating Officer since July 2013. Hersges a
aspects of our sales, construction, and productldpment. Since joining LGI in 2004 as HomebuildiMgnager, Mr. Snider also servec
Executive Vice President of Homebuilding (2005-20@8d President (20084ne 2013). Prior to joining us, Mr. Snider senasda Proje:
Manager for Tadian Homes, a homebuilder basedagy, ™ichigan.

Charles Merdian.  Mr. Merdian serves as our Chief Financial Officeecretary and Treasurer. He was elected Secratdrir@asure
in 2013. Prior to becoming our Chief Financial ©éfi in 2010, Mr. Merdian was our Controller from020through 2010. Prior to joining us
2004, Mr. Merdian served as Accounting and Finavleeager for The Woodlands Operating Company wherspecialized in accounting ¢
financial analysis of real estate ventures, foaugnmarily on residential and commercial developitse Prior to The Woodlands Opera
Company, Mr. Merdian served as an accounting manageking at the Williamsomickie Manufacturing Co. and as a senior audita
Coopers & Lybrand, L.L.P. Mr. Merdian has workedrésidential real estate and homebuilding finarcees1999. Mr. Merdian is a Certifi
Public Accountant and is a member of the Texase®poif Certified Public Accountants.

Jack Lipar. Mr. Lipar has served as our Executive Vice PregiddnAcquisitions since March 2013. He previousgned as Vic
President of Acquisitions from December 2010 thtolgbruary 2013, and Acquisitions Manager from 2@O®ecember 2010. Mr. Lip
oversees land acquisitions and development for B@br to joining us, Mr. Lipar worked at HP Pelzan auto parts manufacturing comp
based in Germany, as the Vice President of Punchasid Director of Operations. Mr. Lipar was alse General Manager and a member o
Board of Directors at Alliance Interiors, an atité of HP Pelzer. Prior to HP Pelzer, Mr. Lipar veasiorldwide Purchasing Manager
Cooper Standard, one of the world’s leading martufacs of automotive parts.

Margaret Britton.  Mrs. Britton has served as our Chief Administratiéficer since August 2013. She is responsible arious
corporate areas, including governance, risk andptiance matters. From 2008 to 2012, Mrs. BrittorsveaDirector at Deloitte Financ
Advisory Services, LLP, where she provided advis@pices and was a leader in their national enwiental consulting practice. She wor
as a consultant from 2003 to 2007 and, as suchp@mther things, assisted two multinational energmpanies with the implementation
oversight of their Sarban&3xley Act requirements. Prior to 2002, Mrs. Britteas an assurance partner at Arthur Andersen LLB. Brittor
is a Certified Public Accountant and a member efBoard of Directors for the Girl Scouts of SanidacCouncil.

Rachel Eaton.  Mrs. Eaton serves as our Chief Marketing Offiead is responsible for the overall growth ancection of ou
marketing initiatives, brand image and social meBidor to becoming our Chief Marketing Officerdune 2013, Mrs. Eaton served as our
President of Marketing and Administration from M2§12 through May 2013, Director of Marketing & Sig¢&vents from 2007 to May 20:
Executive Assistant from 2004 to 2007. Mrs. Eatmingd the Company in 2003.

Board of Directors of LGl Homes, Inc.

Mr. Eric Lipar - Chief Executive Officer of LGI Homes, Inc. andees as Chairman of our Board of Directors.

Mr. Ryan Edone - Chief Financial Officer of Petroleum Wholesale L.RB.distributor of branded and wholesale motor forducts an
operator of retail convenience stores/travel center

Mr. Bryan Sansbury - Chief Operating Officer of Aon Hewitt, a global hamcapital and management consulting firm, andeseas our Let
Independent Director.

Mr. Duncan Gage- Former President and CEO of Giant Cement Holdiligs and currently managing his personal investsie
Mr. Steven Smith- Managing Partner of the Washington, D.C. offiE©ber, Kaler, Grimes & Shriver, a law firm.

Mr. Robert Vahradian - Senior Managing Director of GTIS Partners, LBJ@bal real estate investment firm.
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ITEM1A. RISK FACTORS

Discussion of our business and operations includléisis Annual Report on Form 10-K should be reagether with the risk factors set
forth below. They describe various risks and uraieties we are or may become subject to, many aétwdre difficult to predict or beyond our
control. These risks and uncertainties, togeth#r aiher factors described elsewhere in this repante the potential to affect our business,
financial condition, results of operations, casiw, strategies or prospects in a material andradwveanner.

Risks Related to Our Business

Continued or additional tightening of mortgage lendng standards and mortgage financing requirements rad rising interest rates coulc
adversely affect the availability of mortgage loan$or potential purchasers of our homes and therebyeduce our sales.

Almost all purchasers of our homes finance thefpuéition through lenders that provide mortgagefiting. According to the Fede
Home Loan Mortgage Corporation (“Freddie Mac”), tB@year average mortgage rate was approximately 4.26%arch 2014 and
expected to increase during 2015. If mortgage @sterates increase, the ability of prospective Hmiyers to finance home purchases me
adversely affected, and, as a result, our operainglts may be significantly negatively impact@dir homebuilding activities are depenc
upon the availability of mortgage financing to hdmagers. The availability of mortgage financing déounes to be constrained, due in pa
regulatory changes and lower risk appetite by leshdeenders continue to require increased levefinahcial documentation, and may req
larger down payments and more restrictive incomeldbt ratios. Firstime homebuyers are generally more affected byathalability o
mortgage financing than other potential homebuyEnese homebuyers are a key source of demand faremuhomes. A limited availability
home mortgage financing may adversely affect tHare and sales price of our home sales.

The federal government has a significant role ippsuting mortgage lending through its conservatiprsii Federal National Mortga
Association (“Fannie Mae”) and Freddie Mac, bothwdfich purchase or insure mortgage loans and mgetd@anbacked securities, and
insurance of mortgage loans through or in conneatith the Federal Housing Administration (“FHAthe Veterans Administration (“VA”
and the U.S. Department of Agriculture (“USDABHA and USDA backing of mortgage loans has beetiquéarly important to the mortga
finance industry and to our business. If either A or USDA raised their down payment requirements business could be materii
affected. The USDA rural development program presitbr zero down payment and 100% financing for &lomyers in qualifying areas. As
December 31, 2014, the USDA program is availablalliour markets and is available to approxima@&?{$o of our active communities. If 1
USDA program was discontinued or if funding wasrdased, then our business could be adversely effelst addition, if the USDA chang
its determination of areas that are eligible tolifyidor the program, it could have an adverse effen our business. In addition, change
governmental regulation with respect to mortgagelées could adversely affect demand for housing.

The availability and affordability of mortgage I@&nncluding interest rates for such loans, coldt &e adversely affected by a sca
back or termination of the federal government’s tig@ge loan-related programs or policies. BecausaiEdMae-, Freddie Mac-, FHA-, USDA-
and VA-backed mortgage loans have been an important factoarketing and selling many of our homes, amjtitions or restrictions in tl
availability of, or higher consumer costs for, sugbvernmenbacked financing could reduce our business, praspdiquidity, financia
condition and results of operations could be maligrand adversely affected. The elimination ortailment of state bonds utilized by us cc
materially and adversely affect our business, ot liquidity, financial condition and resultsagerations.

Our long-term growth depends in part upon our ability to acquire finished lots and land parcels suitable for reidential homebuilding a
reasonable prices.

Our longterm growth depends in large part on the pricetatiwwe are able to obtain suitable finished lotd lnd parcels to develog
support our homebuilding operation. Our abilityatmuire finished lots and land parcels for new Isifigmily homes and other projects may
adversely affected by changes in the general aibiyaof land parcels, the willingness of landlse$ to sell land parcels at reasonable pr
competition for available land parcels, availakilif financing to acquire land parcels, zoning,ulations that limit housing density, the abi
to obtain building permits, environmental requireiseand other market conditions and regulatory irequents. If suitable lots or land
reasonable prices become less available, the nuofitbermes we may be able to build and sell couldeoiiced, and the cost of land coul
increased substantially, which could adversely ichpa. As competition for suitable land increasles,cost of undeveloped lots and the co
developing owned land could rise and the availghdf suitable land at acceptable prices may degchvhich could adversely impact us.
availability of suitable land assets could alsceetffthe success of our land acquisition stratedychvmay impact our ability to increase
number of our active communities, grow our reveané margins, and achieve or maintain profitabilitgditionally, developing
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undeveloped land is capital intensive and time gonisg and we may develop land based upon fore@amstsassumptions that prove tc
inaccurate, resulting in projects that are not eocuinally viable.

Risks associated with our land and lot inventoriesould adversely affect our business or financial ults.

Risks inherent in controlling, purchasing, holdiaigd developing land for new home construction atestantial. The risks inherent
purchasing and developing land parcels increasmiasumer demand for housing decreases and thenggiéiriod increases. As a result,
may buy and develop land parcels on which homesatape profitably built and sold. In certain circstances, a grant of entitlement:
development agreement with respect to a parti@dacel of land may include restrictions on the ¢fanof such entitlements to a buyer of ¢
land, which would negatively impact the price otlsientitied land by restricting our ability to sélifor its full entitled value. In additio
inventory carrying costs can be significant and iegult in reduced margins or losses in a poorfjopeing community or market. Developi
land and constructing homes takes a significantuaninof time and requires a substantial cash investnin Texas, land development is a
part of our operations and we expect to expanddeuelopment activities in our other markets as witlle time and investment required
development may adversely impact our business. 8ve Bubstantial real estate inventories which exguremain on our balance sheet
significant periods of time, during which time we &xposed to the risk of adverse market developsnprior to their sale. Our business m
is based on building homes before a sales conisagkxecuted and a customer deposit is receivedalBecinterest and other expense:
capitalized only during construction, we recogriigerest and maintenance expense on unsold cordgietaes inventory. As of December
2014, we had 453 completed homes in inventory &&hbmes in progress in inventory. In the event thesedownturn in housing sales in
markets, our inventory of completed homes coulddase, leading to additional financing costs ameelomargins, which could have a mate
adverse effect on our financial results and openatiln the event of significant changes in ecowomnimarket conditions, we may have to
homes at significantly lower margins or at a labgje are able to sell them at all. Additionallystdriorating market conditions could cause 1
record significant inventory impairment chargeseTiecording of a significant inventory impairmemutd negatively affect our repori
earnings per share and negatively impact the maeeeeption of our business.

Because real estate investments are relatively dliid, our ability to promptly sell one or more properties for reasonable prices i
response to changing economic, financial and invesént conditions may be limited and we may be forcetb hold non-income producing
properties for extended periods of time.

Real estate investments are relatively difficulsédl quickly. As a result, our ability to promptell one or more properties in respons
changing economic, financial and investment coadgiis limited and we may be forced to hold meeeme producing assets for an exter
period of time. We cannot predict whether we weél dble to sell any property for the price or ontirens that we set or whether any pric
other terms offered by a prospective purchaser avbel acceptable to us. We also cannot predictethgtth of time needed to find a willi
purchaser and to close the sale of a property.

Labor and raw material shortages and price fluctuatons could delay or increase the cost of home consttion, which could materially
and adversely affect us.

The residential construction industry experienceisoss labor and raw material shortages from timeirne, including shortages
qualified tradespeople, and supplies of insulatébgwall, cement, steel and lumber. These laborrandmaterial shortages can be more se
during periods of strong demand for housing ormyperiods following natural disasters that hawegaificant impact on existing residen
and commercial structures. Our markets may exhibéiduced level of skilled labor relative to in@ea@ homebuilding demand in these mar
Labor and raw material shortages and any resuffiitge increases could cause delays in and incr@aseosts of home construction, whicl
turn could have a material adverse effect on osimass, prospects, liquidity, financial conditioraesults of operations.

Our business and results of operations are dependeon the availability and skill of subcontractors.

We engage subcontractors to perform the construatioour homes, and in many cases, to select amdinothe raw material
Accordingly, the timing and quality of our constiion depend on the availability and skill of oubsuontractors. While we anticipate being i
to obtain sufficient materials and reliable subcactbrs and believe that our relationships withcemiractors are good, we do not have lon
term contractual commitments with any subcontragtand we can provide no assurance that skilledosukactors will continue to be availa
at reasonable rates and in our markets. The ibaldicontract with skilled subcontractors at rewdue rates on a timely basis could ha
material adverse effect on our business, prospi@ptsdity, financial condition and results of opdions.

Despite our quality control efforts, we may disco#eat our subcontractors have engaged in imprapastruction practices or he
installed defective materials in our homes. Wherdigeover these issues, we utilize our subcontradtorepair the
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homes in accordance with our new home warranty anmdequired by law. The adverse costs of satisfging warranty and other leg
obligations in these instances may be significamt we may be unable to recover the costs of warnaiated repairs from subcontract
suppliers and insurers, which could have a mataniphct on our business, prospects, liquidity,ricial condition and results of operations.

Any limitation on, or reduction or elimination of, tax benefits associated with homeownership would ka an adverse effect upon tt
demand for homes, which could be material to our bsiness.

Changes in federal income tax laws may affect dehfannew homes. Current tax laws generally pegighificant expenses associe
with homeownership, primarily mortgage interestenge and real estate taxes, to be deducted fgutp®se of calculating an individual’
federal and, in many cases, state taxable inconopoBals have been publicly discussed to limit gage interest deductions and to limit
exclusion of gain from the sale of a principal desice. For instance, under the American TaxpayéefRct of 2012, which was signed ir
law in January 2013, the federal government enduigguer income tax rates and limits on the valuéagfdeductions for certain higheome
individuals and households. If the federal governinte a state government changes or further chaitgyggome tax laws, as some lawma
have proposed, by eliminating, limiting or subsiglht reducing these income tax benefits withousefting provisions, the aftéax cost @
owning a new home would increase for many of ouempiial homebuyers. Enactment of any such proposgl have an adverse effect on
homebuilding industry in general, as the loss duotéion of homeowner tax deductions could decré@seemand for new homes.

The recent growth in the housing market may not cotinue at the same rate, and any decline in the graw rate in our served housing
markets or for the homebuilding industry may materially and adversely affect our business and financizondition.

Although the housing markets in the geographicameavhich we operate are currently stronger tliay thave been in recent years,
cannot predict whether and to what extent this weglhtinue, particularly if interest rates for matg loans rise. Other factors which m
impact growth in the homebuilding industry includecertainty in domestic and international financ@kdit and consumer lending marl
amid slow growth or recessionary conditions in @asi regions or industries around the world; tightding standards and practices
mortgage loans that limit consumerdiility to qualify for mortgage financing to pur@dea home, including increased minimum credit ¢
requirements, credit risk/mortgage loan insuranocemiums and/or other fees and required down paymraembunts, more conservat
appraisals, higher loan-tmlue ratios and extensive buyer income and agsgindentation requirements, or Federal Reserveypohange:
Given these factors, we can provide no assuramtethsent housing market trends will continue,ttwieoverall or in our markets.

If there is limited economic growth or declineseimployment and consumer income and/or tightenimpatgage lending standards
practices in the geographic areas in which we dparaif interest rates for mortgage loans risereéhcould likely be a corresponding adv
effect on our business, prospects, liquidity, ficiahcondition and results of operations, includibgt not limited to, the number of homes
sell, our average selling prices, the amount oénees or profits we generate, and the effect maydterial.

If we are unable to develop our communities succdsdly or within expected time-frames, our results of operations could be adversg
affected.

Before a community generates any revenue, timevaatdrial expenditures are required to acquire labthin development approvals
construct significant portions of project infragtiure, amenities and sales facilities. It can ts&eeral years from the time we acquire contr
an undeveloped property to the time we make ost fiome sale on the site. Delays in the developwicdmmunities expose us to the ris|
changes in market conditions for homes. A declimedir ability to develop and market one of our newdeveloped communities success!
and to generate positive cash flow from these dgipar®in a timely manner could have a material aslveffect on our business and resul
operations and on our ability to service our detat @ meet our working capital requirements.

Third- party lenders may not complete mortgage loan origiations for our homebuyers in a timely manner or atall, which can lead tc
cancellations and a lower backlog of orders, or tgignificant delays in our closing homes sales anaeognizing revenues from thos
homes.

Our homebuyers may obtain mortgage financing feirthome purchases from any lender or other provadeheir choice. If, due
credit or consumer lending market conditions, reduliquidity, increased risk retention or minimuiapdal level obligations and/or regulat
restrictions related to the Dodetank Act or other laws, or other factors or bustédecisions, these lenders refuse or are unalpeotade
mortgage loans to our homebuyers, or increasedsis to borrowers to obtain such loans,
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the number of homes we close and our businesspgetss liquidity, financial condition and resultsaperations may be materially adver
affected. Additional rules regarding loan estimatéssing disclosures and fees are scheduled tmpkemented in August 2015. The effec
these rules on our business, prospects and resufserations have yet to be determined, and thdse could affect the availability and cos
mortgage credit.

We may be unable to obtain suitable bonding for thelevelopment of our housing projects.

We are often required to provide bonds to goverrileauthorities and others to ensure the completfoaur projects. As a result
market conditions, some surety providers have belerctant to issue new bonds and providers mayireguedit enhancements (such as
deposits or letters of credit) in order to maintakisting bonds or to issue new bonds. If we ariento obtain required bonds in the future
our projects, or if we are required to provide dreddhancements with respect to our current orréubonds, our business, prospects, liqui
financial condition and results of operations cdeddmaterially and adversely affected.

We may incur a variety of costs to engage in futurgrowth or expansion of our operations and the antipated benefits may never b
realized.

We intend to grow our operations in existing maskand we may expand into new markets or acquirerdtome builders. We may
unable to achieve the anticipated benefits of amshsgrowth or expansion, including through acqigisit the anticipated benefits may t
longer to realize than expected or we may incuatgrecosts than expected in attempting to achieeenticipated benefits. In such cases
will likely need to employ additional personnelaamsultants that are knowledgeable of such markétre can be no assurance that we w
able to employ or retain the necessary personoekuccessfully implement a disciplined managementgss and culture with lo
management, or that our expansion operations wikurccessful. This could disrupt our ongoing opematand divert management resou
that would otherwise focus on developing our emgstbusiness, or that we will be able to successfullegrate any acquired homebuilc
Accordingly, any such expansion could expose usidgaificant risks, beyond those associated withrajireg our existing business, and r
adversely affect our business, prospects, liquidiitiancial condition and results of operations.

The homebuilding industry is highly competitive and if our competitors are more successful or offer étter value to our customers, ou
business could decline.

We operate in a very competitive environment whiglcharacterized by competition from a number dfeothomebuilders and la
developers in each market in which we operate. #aldilly, there are relatively low barriers to gninto our business. We compete with le
national and regional homebuilding companies, mafmyhich have greater financial and operationabveses than us, and with smaller Ic
homebuilders and land developers, some of which naayg lower administrative costs than us. We magtkse competitive disadvantage v
regard to certain of our large national and reditmaanebuilding competitors whose operations areengaographically diversified than ours
these competitors may be better able to withstaydf@ure regional downturn in the housing marlketrthermore, we generally have a lo
market share in each of our markets as comparethty of our competitors. Many of our competitorsyméso have longer operating histo
and longstanding relationships with subcontracemmd suppliers in the markets in which we operateis Tnay give our competitors
advantage in marketing their products, securingeriads and labor at lower prices and allowing theimes to be delivered to customers r
quickly and at more favorable prices. We compete dmong other things, homebuyers, desirable lardegps, financing, raw materials ¢
skilled management and labor resources. Our cotopetnay independently develop land and constrantds that are substantially simila
our products.

Increased competition could hurt our businesst asuld prevent us from acquiring attractive larsdgels on which to build homes
make such acquisitions more expensive, hinder @rket share expansion and cause us to increaselting incentives and reduce our pri
An oversupply of homes available for sale or distig of home prices could adversely affect priciaghomes in the markets in which
operate. Oversupply and price discounting haveoperally adversely affected certain markets, and ipossible that our markets will
adversely affected by these factors in the future.

If we are unable to compete effectively in our nedisk our business could decline disproportionatelyur competitors, and our result
operations and financial condition could be adJgrséfected. We can provide no assurance that wkbei able to continue to comp
successfully in any of our markets. Our inabilibycontinue to compete successfully in any of ourkeis could have a material adverse e
on our business, prospects, liquidity, financialdition or results of operations.
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We cannot make any assurances that our growth or eansion strategies will be successful or not exposs to additional risks.

We have primarily focused on internal growth ineeicyears by increasing our investments in landafa home inventories in ¢
existing homebuilding markets. We have also expdnder business through selected investments in gewgraphic markets and
diversifying our products in certain markets. Inmesnts in land, lots and home inventories can expgs to risks of economic loss
inventory impairments if housing conditions weakemwe are unsuccessful in implementing our grovitiatsgies.

We may develop communities in which we build towmies or other multi-family homes in addition to $extamily homes, sell acrea
home sites as a part of the development, or devaapmercial properties that may be complementayutocommunities. We might acqt
another homebuilder or developer in order to acdmm@ur growth or expansion strategies. We cam gio assurance that we will be abl
successfully identify, acquire or implement thesavrstrategies in the future. Accordingly, any segpansion, including through acquisiti
could expose us to significant risks, beyond thasgociated with operating our existing businesd, may materially adversely affect
business, prospects, liquidity, financial conditanmd results of operations.

New and existing laws and regulations or other govemental actions, including with respect to zoningand entitlement, may increas
our expenses, limit the number of homes that we cawuild or delay completion of our projects.

We are subject to numerous local, state, federdlather statutes, ordinances, rules and regulatonserning zoning, developme
building design, construction and similar mattefsicls impose restrictive zoning and density requiats, the result of which is to limit t
number of homes that can be built within the bouiedaof a particular area. We may encounter issuidfs entittement, not identify ¢
entitlement requirements during the plevelopment review of a project site, or encountating changes that impact our operations. Pr¢
that are not entitled may be subjected to peridaiays, changes in use, less intensive developoreglimination of development in cert
specific areas due to government regulations. Wie atsd be subject to periodic delays or may belpded entirely from developing in cert
communities due to building moratoriums or zonih@rges. Such moratoriums generally relate to irgenfft water supplies, sewage facilit
delays in utility hookdps, or inadequate road capacity within specifick@iaareas or subdivisions. Local governments &lgee broa
discretion regarding the imposition of developméags for projects in their jurisdiction. Projects fwhich we have received land use
development entitlements or approvals may stiluhega variety of other governmental approvals peadnits during the development proc
and can also be impacted adversely by unforeseaithhesafety and welfare issues, which can furthelay these projects or prevent t
development. As a result, home sales could be dd|ayould decline and costs could increase, whichidchave a material adverse effect on
business, prospects, liquidity, financial conditaomd results of operations.

We are subject to environmental laws and regulatios, which may increase our costs, result in liabilies, limit the areas in which we ca
build homes and delay completion of our projects.

We are subject to a variety of local, state, feldanal other laws, statutes, ordinances, rules egdlations concerning the environm
hazardous materials, the discharge of pollutantstaiman health and safety. The particular envirartelerequirements which apply to ¢
given site vary according to multiple factors, indihg the sites location, its environmental conditions, the catrand former uses of the s
the presence or absence of endangered plantsroalandr sensitive habitats, and conditions at neprbperties. We may not identify all
these concerns during any pre-acquisition ordaeéelopment review of project sites. Environmenggjuirements and conditions may resu
delays, may cause us to incur substantial commiaared other costs, and can prohibit or severeliriceslevelopment and homebuild
activity in environmentally sensitive regions orareas contaminated by others before we commenedogenent. We are also subject to third
party challenges, such as by environmental groupgeighborhood associations, under environmentes land regulations to the permits
other approvals for our projects and operationsn&iomes regulators from different governmental aggEndo not concur on developm
remedial standards or property use restrictiong foroject, and the resulting delays or additiauslits can be material for a given project.

From time to time, the EPA and similar federaltestar local agencies review land developers’ anchétauilders’compliance wit
environmental laws and may levy fines and penatiresther enforcement actions for failure to slyicdomply with applicable environmen
laws, including those applicable to control stormtev discharges during construction, or imposeteidil requirements for future compliai
as a result of past failures. Any such actions rtakéth respect to us may increase our costs andtras project delays. We expect t
increasingly stringent requirements will be imposed land developers and homebuilders in the futWe cannot assure you t
environmental, health and safety laws will not a@r become more stringent in the future in a reatimat could have a material adw
effect on our business.
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Environmental regulations can also have an adverdgepact on the availability and price of certain rawmaterials, such as lumber.

There is a variety of new legislation being enactedconsidered for enactment at the federal, statelocal level relating to energy
climate change. This legislation relates to itemshsas carbon dioxide emissions control and bujldindes that impose energy efficie
standards. New building code requirements that sapiricter energy efficiency standards could §icamtly increase our cost to constl
homes. As climate change concerns continue to demislation and regulations of this nature areeex@d to continue and become more ci
to comply with. Similarly, energyelated initiatives affect a wide variety of comnthroughout the U.S. and because our operatic
heavily dependent on significant amounts of rawemals, such as lumber, steel, and concrete, thajddave an indirect adverse impac
our operations and profitability to the extent thanufacturers and suppliers of our materials arddned with expensive cap and trade
similar energy related regulations.

Ownership, leasing or occupation of land and the @sof hazardous materials carries potential environmental risks and liabilities.

We are subject to a variety of local, state anefaldstatutes, rules and regulations concerningd lese and the protection of health
the environment, including those governing discharfpollutants to soil, water and air, includirgbastos, the handling of hazardous mate
and the cleanup of contaminated sites. We mayalelifor the costs of removal, investigation or ediation of marmade or natural hazardc
or toxic substances located on, under or in a ptperrently or formerly owned, leased or occuplgdus, whether or not we caused or k
of the pollution.

The particular impact and requirements of enviromtalelaws that apply to any given community vargaty according to the site,
environmental conditions and the present and formses of the site. We expect that increasinglyngémt requirements may be imposet
land developers and homebuilders in the futureiBnmental laws may result in delays, cause usilément time consuming and expen
compliance programs and prohibit or severely retstievelopment in certain environmentally sensitiggions or areas, such as wetla
Concerns could arise due to post-acquisition chaigkaws or agency policies, or the interpretatiereof.

Furthermore, we could incur substantial costs,uidiclg cleanup costs, fines, penalties and othectigans and damages from thipawty
claims for property damage or personal injury, assalt of our failure to comply with, or liabis under, applicable environmental laws
regulations. In addition, we are subject to thpadty challenges, such as by environmental groupseighborhood associations, ur
environmental laws and regulations to the permit$ ather approvals required for our projects angrajions. These matters could advel
affect our business, prospects, liquidity, finahc@ndition and results of operations.

As a homebuilding and land development busineds avivide variety of historic ownership, developmémtmebuilding and constructi
activities, we could be liable for future claimg fdamages as a result of the past or present ubazafrdous materials, including build
materials or fixtures known or suspected to be fthmes or to contain hazardous materials or dues¢oad building materials or fixtures wh
are associated with elevated mold. Any such claimag adversely affect our business, prospects, dinhnondition and results of operatic
Insurance coverage for such claims may be limitedboexistent.

Difficulties with appraisal valuations in relation to the proposed sales price of our homes could faws to reduce the price of our homt
for sale.

Each of our home sales may require an appraistieohome value before closing. These appraisalprafessional judgments of 1
market value of the property and are based oniatyasf market factors. If our internal valuatioofsthe market and pricing do not line up v
the appraisal valuations and appraisals are not atar the agreed upon sales price, we may beddrcreduce the sales price of the hon
complete the sale. These appraisal issues coukddnavaterial adverse effect on our business andtsax operations.

Because of the seasonal nature of our business, auarterly operating results fluctuate.

As discussed under “Management’s Discussion andyaisaof Financial Condition and Results of Opemas—Seasonality,ive havi
historically experienced, and in the future exgeatontinue to experience, variability in our résudn a quarterly basis. We close more hc
in our second, third and fourth quarters. Thus,reuenue may fluctuate on a quarterly basis andhase have higher capital requirements in
second, third and fourth quarters. Accordingly,ré¢hés a risk that we will invest significant amosindf capital in the acquisition a
development of land and construction of homes Watdo not sell at anticipated pricing levels orhivitanticipated time frames. If, due
market conditions, construction delays or otherseauwe do not complete home sales at anticipateithg levels or within anticipated tir
frames, our business, prospects, liquidity,
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financial condition and results of operations wolbédadversely affected. We expect this seasontdrpab continue over the long term but
can make no assurances as to the degree to whidtistarical seasonal patterns will occur in theufa.

Adverse weather and geological conditions may incase costs, cause project delays and reduce consundemand for housing, all o
which could materially and adversely affect us.

As a homebuilder and land developer, we are suljettie risks associated with numerous weatbkted and geologic events. Th
weatherrelated and geologic events include but are notdinto hurricanes, tornados, droughts, floodsshiives, wildfires, landslides, s
subsidence and earthquakes and other naturaletisashe occurrence of any of these events coutthda our land parcels and projects, ¢
delays in completion of our projects, reduce corsudemand for housing, and cause shortages angl ipdeases in labor or raw materi
any of which could affect our sales and profitapilin addition to directly damaging our land opjercts, many of these natural events ¢
damage roads and highways providing access to twsets or affect the desirability of our land ojgcts, thereby adversely affecting
ability to market homes or sell land in those aw@as possibly increasing the costs of homebuildimmpletion.

There are some risks of loss for which we may keblento purchase insurance coverage. For exangsiged associated with hurrical
landslides, earthquakes and other weatbkted and geologic events may not be insurabte ather losses, such as those arising
terrorism, may not be economically insurable. Aealdle uninsured loss could materially and advera#ct our business, prospects, liquic
financial condition and results of operations.

Our geographic concentration could materially and aversely affect us if the homebuilding industry inour current markets should
experience a decline.

Our business strategy is focused on the acquisiticGuitable land and the design, construction said of primarily singldamily home:
in residential subdivisions, including planned coamities, in Texas, Arizona, Florida, Georgia, Nevexito, Colorado, North Carolina &
South Carolina. Because our operations are cuyreaticentrated in these areas, a prolonged ecorswminturn in the future in one or more
these areas or a particular industry that is furefdal to one of these areas, particularly withixas could have a material adverse effe:
our business, prospects, liquidity, financial cdiodi and results of operations, and a dispropoatiely greater impact on us than o
homebuilders with more diversified operations. fie extent the oil and gas industries, which cardrg volatile, are negatively impacted
declining commodity prices, climate change, legista or other factors, a result could be a reductio employment, or other negat
economic consequences, which in turn could adwemsglact our home sales and activities in Texascamthin of our other markets.

Moreover, certain insurance companies doing busimes-lorida and Texas have restricted, curtailedsuspended the issuance
homeowners’ insurance policies on sinfdelily homes. This has both reduced the availghdithurricane and other types of natural dis:
insurance in Florida and Texas, in general, anceamed the cost of such insurance to prospectikehasers of homes in Florida and Te
Mortgage financing for a new home is conditionedpag other things, on the availability of adequateneownersinsurance. There can be
assurance that homeowneirssurance will be available or affordable to pragpe purchasers of our homes offered for sald@Rlorida an
Texas markets. Long-term restrictions on, or urlafedity of, homeownersinsurance in the Florida and Texas markets cowe lam adver:
effect on the homebuilding industry in that markegeneral, and on our business within that mairkgiarticular. Additionally, the availabili
of permits for new homes in new and existing depelents has been adversely affected by the signtficéimited capacity of the schoc
roads, and other infrastructure in that market.

If adverse conditions in these markets develoghénftiture, it could have a material adverse eféecbur business, prospects, liquic
financial condition and results of operations. Rerimore, if buyer demand for new homes in theseketsirdecreases, home prices ¢
decline, which would have a material adverse eff@obur business.

Difficulty in obtaining sufficient capital could result in an inability to acquire land for our develgpments or increased costs and delays
the completion of development projects, increase hte construction costs or delay home construction &rely.

The homebuilding and land development industnajsital-intensive and requires significant flupat expenditures to acquire land par
and begin development. In addition, if housing nagslare not favorable or permitting or developniakés longer than anticipated, we ma
required to hold our investments in land for exthgeriods of time. If internally generated funds mot sufficient, we may seek additic
capital in the form of equity or debt financing fnoa variety of potential sources, including additib bank financings and/or securi
offerings. The availability of borrowed funds, esjadly for land acquisition and construction finamg, may be constrained regionally
nationally, and the lending community may requireréased amounts of equity to be invested in @&prdjy borrowers in connection with b
new loans and the extension of existing loans. dieelit and capital markets continue to experiendglatiity. If we are required to se
additional financing to fund our operations,
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continued volatility in these markets may restaat flexibility to access such financing. If we aret successful in obtaining sufficient fund
for our planned capital and other expendituresnveg be unable to acquire additional land for degwelent and/or to develop new hous
Additionally, if we cannot obtain additional finang to fund the purchase of land under our purch@seption contracts, we may int
contractual penalties, fees and increased expdramsthe write-off of due diligence and paequisition costs. Any difficulty in obtainii
sufficient capital for planned development expamdis could also cause project delays and any selely dould result in cost increases. .
one or more of the foregoing events could have tenah adverse effect on our business, prospdqtsdity, financial condition and results
operations.

Our industry is cyclical and adverse changes in gemal and local economic conditions could reduce thdemand for homes and, as
result, could have a material adverse effect on us.

Our business can be substantially affected by advelnanges in general economic or business comglitiat are outside of our cont
including changes in short-term and laegm interest rates; employment levels and job perdonal income growth; housing demand 1
population growth, household formation and othendgraphic changes, among other factors; availgllid pricing of mortgage financing
homebuyers; consumer confidence generally and ¢méidence of potential homebuyers in particulanaficial system and credit mat
stability; private party and government mortgaganigrograms (including changes in FHA, USDA, VAnkRi@ Mae and Freddie M
conforming mortgage loan limits, credit risk/momgaoan insurance premiums and/or other fees, g@yment requirements and underwri
standards), and federal and state regulation, ipNerand legal action regarding lending, apprai&akclosure and short sale practices; fe«
and state personal income tax rates and provisinalsiding provisions for the deduction of mortgdgan interest payments, real estate t
and other expenses; supply of and prices for aMailaew or resale homes (including lendemed homes) and other housing alternatives,
as apartments, singfamily rentals and other rental housing; homebuyeerest in our current or new product designs aed@ hom
community locations, and general consumer inténgstirchasing a home compared to choosing othesihgwalternatives; and real estate te
Adverse changes in these conditions may affectbosiness nationally or may be more prevalent oceotrated in particular submarket:
which we operate. Inclement weather, natural disasfsuch as earthquakes, hurricanes, tornadaesisfl droughts and fires), and o
environmental conditions can delay the deliverpaf homes and/or increase our costs. Civil unreatts of terrorism can also have a neg:
effect on our business.

The potential difficulties described above can eademand and prices for our homes to fall or caiss® take longer and incur m
costs to develop the land and build our homes. Vég not be able to recover these increased costaibing prices because of mai
conditions. The potential difficulties could algall some homebuyers to cancel or refuse to hoarttbme purchase contracts altogether.

Inflation could adversely affect our business andifiancial results.

Inflation could adversely affect our business dndricial results by increasing the costs of laad; materials and labor needed to op
our business. If our markets have an oversuppliianfies relative to demand, we may be unable to toffisg such increases in costs \
corresponding higher sales prices for our homd#ation may also accompany higher interests ratdsch could adversely impact poten
customersability to obtain financing on favorable terms, ridgy further decreasing demand. If we are unabtaig® the prices of our home:
offset the increasing costs of our operations, raargins could decrease. Furthermore, if we neddwer the price of our homes to m
demand, the value of our land inventory may deerelaflation may also raise our costs of capital dacrease our purchasing power, maki
more difficult to maintain sufficient funds to opge our business.

Interest rate changes may adversely affect us.

We currently do not hedge against interest ratetdlations. We may obtain in the future one or nforens of interest rate protection
the form of swap agreements, interest rate capracistor similar agreements to hedge against tissilgle negative effects of interest |
fluctuations. However, we cannot assure you that leedging will adequately relieve the adverse effeaf interest rate increases or
counterparties under these agreements will horgr tibligations thereunder. In addition, we mayshdject to risks of default by hedg
counterparties. Adverse economic conditions colso aause the terms on which we borrow to be umédble. We could be required
liquidate one or more of our assets at times whialy not permit us to receive an attractive returmor assets in order to meet our debt se
obligations.

We are subject to warranty and liability claims arising in the ordinary course of business that can b&ignificant.

As a homebuilder, we are subject to constructidieate product liability and home warranty claimsgluding moisture intrusion a
related claims, arising in the ordinary course v$ibhess. We maintain, and require our subcontmdtomaintain, general liability insurar
(including construction defect and bodily injuryvepage) and workers’ compensation insurance and
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generally seek to require our subcontractors tenmufy us for liabilities arising from their workVhile these insurance policies, subjec
deductibles and other coverage limits, and indéemiprotect us against a portion of our risk oslé®m claims related to our homebuild
activities, we cannot provide assurance that tiresgrance policies and indemnities will be adequataddress all our home warranty, pro
liability and construction defect claims in the Utg, or that any potential inadequacies will novéhan adverse effect on our finan
statements. Additionally, the coverage offered hg the availability of general liability insurané@ construction defects are currently limi
and costly. We cannot provide assurance that cgeeséll not be further restricted, increasing agks and financial exposure to claims, an
become more costly.

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

We could suffer physical damage to property anbilliges resulting in losses that may not be fulcoverable by insurance. Insura
against certain types of risks, such as terrorisanthquakes or floods or personal injury claimsy i@ unavailable, available in amounts
are less than the full market value or replacengest of investment or underlying assets or sulifeet large deductible. In addition, there
be no assurance certain types of risks which amemwtly insurable will continue to be insurable @m economically feasible basis. Shoul
uninsured loss or a loss in excess of insureddimitcur or be subject to deductibles, we couldasuginancial loss or lose capital investe:
the affected property as well as anticipated fulmceme from that property. Furthermore, we colddifible to repair damage or meet liabili
caused by risks that are uninsured or subject tuctbles. We may be liable for any debt or othiraricial obligations related to affec
property. Material losses or liabilities in exce$snsurance proceeds may occur in the future.

If the market value of our land inventory decreasesour results of operations could be adversely affééed by impairments and write-
downs.

The market value of our land and housing invensodepends on market conditions. We acquire lanéxpansion into new markets ¢
for replacement of land inventory and expansiomiwibur current markets. There is an inherent thisit the value of the land owned by us
decline after purchase. The valuation of propestinherently subjective and based on the individinaracteristics of each property. We |
have acquired options on or bought and developatidh a cost we will not be able to recover fullyoa which we cannot build and sell hot
profitably. In addition, our deposits for lots comited under purchase, option or similar contraasy be put at risk.

Factors such as changes in regulatory requirememdsapplicable laws (including in relation to binlgl regulations, taxation a
planning), political conditions, the condition dhdncial markets, both local and national econonaaditions, the financial condition
customers, potentially adverse tax consequencekjraarest and inflation rate fluctuations subjeatuations to uncertainty. Moreover,
valuations are made on the basis of assumptiohsrizwanot prove to reflect economic or demograpéédity.

If housing demand fails to meet our expectationemwve acquired our inventory, our profitability mag adversely affected and we r
not be able to recover our costs when we buildsslidhouses. We regularly review the value of @mdl holdings and continue to review
holdings on a periodic basis. Material writewns and impairments in the value of our inventogy be required, and we may in the future
land or homes at a loss, which could adverselycatiar results of operations and financial conditio

Fluctuations in real estate values may require usotwrite-down the book value of our real estate aste

The homebuilding and land development industriessabject to significant variability and fluctuat®in real estate values. As a re:
we may be required to write-down the book valuewfreal estate assets in accordance with U.S. GAA& some of those writlbwns coul
be material. Any material writdewns of assets could have a material adverset @ffiecur business, prospects, liquidity, financiahdition an
results of operations.

Acts of war or terrorism may seriously harm our busness.

Acts of war, any outbreak or escalation of ho##itbetween the United States and any foreign p@wercts of terrorism may cat
disruption to the U.S. economy, or the local ecoiesnof the markets in which we operate, cause agest of building materials, increase ¢
associated with obtaining building materials, resubuilding code changes that could increasescoktonstruction, result in uninsured los
affect job growth and consumer confidence, or caemomic changes that we cannot anticipate, alvto€h could reduce demand for
homes and adversely impact our business, prospiectislity, financial condition and results of opdions.
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A major health and safety incident relating to ourbusiness could be costly in terms of potential lialties and reputational damage.

Building sites are inherently dangerous, and opegah the homebuilding and land development indupbses certain inherent hei
and safety risks. Due to health and safety regnjatequirements and the number of projects we warkhealth and safety performanc
critical to the success of all areas of our busines

Any failure in health and safety performance maguhlein penalties for nonempliance with relevant regulatory requirement
litigation, and a failure that results in a majar sgnificant health and safety incident is likaty be costly in terms of potential liabilit
incurred as a result. Such a failure could genesmjrificant negative publicity and have a corregfing impact on our reputation and
relationships with relevant regulatory agenciesiegomental authorities and local communities, whirchurn could have a material adve
effect on our business, prospects, liquidity, ficiahcondition and results of operations.

We may become subject to litigation, which could mterially and adversely affect us.

In the future, we may become subject to litigatiwrenforcement actions, including claims relatiogtr operations, securities offeril
and otherwise in the ordinary course of businessnesof these claims may result in significant dséeigosts and potentially signific
judgments against us, some of which are not, onaabe, insured against. We cannot be certain efuttimate outcomes of any claims 1
may arise in the future. Resolution of these typ&snatters against us may result in our having ay pignificant fines, judgments,
settlements, which, if uninsured, or if the finpglgments and settlements exceed insured levaldd ealversely impact our earnings and
flows, thereby materially and adversely affectirgg Gertain litigation or the resolution of certéitigation may affect the availability or cost
some of our insurance coverage, which could mafer@ad adversely impact us, expose us to increaséid that would be uninsured,
materially and adversely impact our ability to attrdirectors and officers.

Poor relations with the residents of our communitis could negatively impact sales, which could causmr revenue or results o
operations to decline.

Residents of communities we develop rely on usesolve issues or disputes that may arise in coiomegtith the operation
development of their communities. Efforts made Isyto resolve these issues or disputes could be etbtemsatisfactory by the affec
residents and subsequent actions by these resiclauits adversely affect our sales or our reputatioraddition, we could be required to m
material expenditures related to the settlemesuoh issues or disputes or to modify our commuthétyelopment plans, which could adver:
affect our results of operations.

An information systems interruption or breach in sesurity could adversely affect us.

We rely on accounting, financial and operationahagement information systems to conduct our operstiAny disruption in the
systems could adversely affect our ability to carichur business. Furthermore, any security bred@hfarmation systems or data could re
in a violation of applicable privacy and other lawignificant legal and financial exposure, damegeur reputation, and a loss of confidenc
our security measures, which could harm our busines

Termination of the employment agreement with our Clef Executive Officer could be costly and prevent a&hange in control of ou
company.

The employment agreement with our Chief Executi®ce€r, Eric Lipar, provides that if his employmenith us terminates under cert
circumstances, we may be required to pay him aifgignt amount of severance compensation, therebiimgy it costly to terminate t
employment. Furthermore, these provisions couldyder prevent a transaction or a change in comtfra@ur company that might involve
premium paid for shares of our common stock ormifse be in the best interests of our stockholdetsch could adversely affect the mai
price of our common stock.

Any future government shutdowns or slowdowns may mtarially adversely affect our business or financiatesults.

The U.S. federal government shutdown in the fimstt @f October 2013 which impacted FHA and the USB#ong other fedel
agencies, and their backing of mortgage loans, tivedya affected our closings in October 2013. Anyture government shutdowns
slowdowns may materially adversely affect our basgor financial results. We can make no assurahaéegotential closings affected by |
such shutdown or slowdown will occur after the slowtn or slowdown has ended.

20




Table of Contents

Negative publicity could adversely affect our repudtion as well as our business, financial results drstock price.

Unfavorable media related to our industry, compdmgnds, marketing, personnel, operations, busipegermance, or prospects n
affect our stock price and the performance of ausitess, regardless of its accuracy or inaccurBtoy.speed at which negative publicity ca
disseminated has increased dramatically with thpaluidities of electronic communication, includingcg@al media outlets, websites, blogs
newsletters. Our success in maintaining, extendimgj expanding our brand image depends on ouryabdiadapt to this rapidly changi
media environment. Adverse publicity or negativenatentary from any media outlets could damage quutedion and reduce the demanc
our homes, which would adversely affect our busines

Risks Related to Our Organization and Structure

We depend on key management personnel and other eeqienced employees.

Our success depends to a significant degree ugocathtributions of certain key management persoime&iding, but not limited to, Er
Lipar, our Chief Executive Officer an@hairman of our board. Although we have entered amt employment agreement with Mr. Lipar, ti
is no guarantee that Mr. Lipar will remain employ®dus. If any of our key management personnel wereease employment with us,
operating results could suffer. Our ability to retaur key management personnel or to attract Isleiteeplacements should any members o
management team leave is dependent on the corapetiture of the employment market. The loss ofises from key management persol
or a limitation in their availability could mateliyn and adversely impact our business, prospeitigjdity, financial condition and results
operations. Further, such a loss could be neggtpeiceived in the capital markets. We have nohiokd key man life insurance that wc
provide us with proceeds in the event of deathigalility of any of our key management personnel.

Experienced employees in the homebuilding, landiiadtpn, development, and construction industdes fundamental to our ability
generate, obtain and manage opportunities. Inqoédati, local knowledge and relationships are @aitio our ability to source attractive le
acquisition opportunities. Experienced employeegkimg in the homebuilding, development and congtoncindustries are highly sought af
Failure to attract and retain such personnel arsure that their experience and knowledge isagitwhen they leave the business thrc
retirement, redundancy or otherwise may advers#ictathe standards of our service and may havedrerse impact on our busine
prospects, liquidity, financial condition and rdsubf operations. The loss of any of our key pemgbrrould adversely impact our busin
prospects, financial condition and results of opens.

We may change our operational policies, investmerguidelines and our business and growth strategiesitivout stockholder consent
which may subject us to different and more signifiant risks in the future.

Our board of directors will determine our operaéibpolicies, investment guidelines and our busirsgabgrowth strategies. Our boar:
directors may make changes to, or approve tramgecthat deviate from, those policies, guidelines strategies without a vote of, or notice
our stockholders. This could result in us condgrtiperational matters, making investments or pagsdifferent business or growth strate:
than those contemplated in this Annual Report. Urashy of these circumstances, we may expose oaséty different and more significi
risks in the future, which could have a materialexde effect on our business, prospects, liquidlityyncial condition and results of operations.

Changes in accounting rules, assumptions and/or jgpnents could materially and adversely affect us.

Accounting rules and interpretations for certaipexss of our financial reporting, including thosdating to our goodwill and oth
intangibles, operations are highly complex and meignificant assumptions and judgment. Theseptexities could lead to a delay in
preparation and dissemination of our financialestants. Furthermore, changes in accounting ruldsirgarpretations or in our account
assumptions and/or judgments, such as asset imgratiscould significantly impact our financial staients. In some cases, we coul
required to apply a new or revised standard retioelyg, resulting in restating prior period finaatistatements. Any of these circumstai
could have a material adverse effect on our busjmEespects, liquidity, financial condition andués of operations.

We expect to use leverage in executing our businestsategy, which may adversely affect the return omur assets.

We expect to employ prudent levels of leveragertarfce the acquisition and development of ourédoid construction of our homes. (
existing indebtedness is recourse to us and weipaite that future indebtedness will likewise beorgse. As of December 31, 2014, we h
$200.0 millionrevolving credit facility (the "Credit Facility")otfinance our construction and development actigitiAs of December 31, 20
we had outstanding borrowings of $139.4 million enthe Credit Facility and we could borrow an addil $60.6 millionunder the Crec
Facility. As of December 31, 2014, borrowings unither Credit
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Facility bore interest at a rate of 3.75% per annlmmNovember 2014, the Company issued $85.0 milliggregate principal amount of
4.25% Convertible Notes due 2019 (the "Convertidges").

Our board of directors will consider a number aftfeis when evaluating our level of indebtednesswanen making decisions regard
the incurrence of new indebtedness, including tivelmse price of assets to be acquired with debhéing, if any, the estimated market v
of our assets and the ability of particular assatsl our company as a whole, to generate cashtfiovover the expected debt service. /
means of sustaining our lorigrkm financial health and limiting our exposureuttforeseen dislocations in the debt and financiagkets, w
currently expect to remain conservatively capitdizHowever, our certificate of incorporation does$ contain a limitation on the amoun:
indebtedness we may incur and our board of directay change our target debt levels at any timeowtitthe approval of our stockholders.

Incurring substantial indebtedness could subjetb usany risks that, if realized, would adversdfget us, including the risk that:

« our cash flow from operations may be insufficiemtmake required payments of principal of and irgeom the debt which is likely
result in acceleration of such indebtedness;

e our indebtedness may increase our vulnerabiligdeerse economic and industry conditions with reuasice that our profitability w
increase with higher financing cost;

« we may be required to dedicate a portion of ouh dbsv from operations to payments on our indebésdn thereby reducing fur
available for operations and capital expendituisire investment opportunities or other purposest

« the terms of any refinancing may not be as faverablthe terms of the indebtedness being refine

If we do not have sufficient funds to repay ouredhtbdness at maturity, it may be necessary toamd® the indebtedness thro
additional debt or additional equity financings.df the time of any refinancing, prevailing int&reates or other factors result in higher inte
rates on refinancings, increases in interest expeasld adversely affect our cash flows and resfltgperations. If we are unable to refinag
our indebtedness on acceptable terms, we may beddo dispose of our assets on disadvantageaous,tpotentially resulting in losses. To
extent we cannot meet any future debt service atitigs, we will risk losing some or all of our assthat may be pledged to secure
obligations to foreclosure. Unsecured debt agre¢smanay contain specific crostefault provisions with respect to specified otinelebtednes
giving the unsecured lenders the right to decladefault if we are in default under other indebteshin some circumstances. Defaults u
the Credit Facility and our other debt agreemeiftany, could have a material adverse effect on lusiness, prospects, liquidity, finan
condition and results of operations.

Access to financing sources may not be available davorable terms, or at all, especially in light ofcurrent market conditions, which
could adversely affect our ability to maximize oureturns.

Our access to additional third-party sources driting will depend, in part, on:

e general market conditior

e the markes perception of our growth potent

< with respect to acquisition and/or developmémaricing, the marked’ perception of the value of the land parcels tadmguired and/
developed;

e our current debt level

e our current and expected future earni

e our cash flow; ar

« the market price per share of our common s

Since the global recession in 2008, domestic filrhmoarkets have, from time to time, experiencedswal volatility, uncertainty anc
tightening of liquidity in both the high yield debhd equity capital markets. Credit spreads foromspurces of capital widened significal
during the U.S. credit crisis as investors demaralédyher risk premium. Given such possible vatgtnd weakness in the capital and ci
markets, potential lenders may be unwilling or ueab provide us with financing that is attractiveus or may charge us prohibitively h
fees in order to obtain financing. Consequently, ahility to access the credit market in order ttoaat financing on reasonable terms ma
adversely affected. Investment returns on our assad our ability to make acquisitions could beeasely affected by our inability to sec
additional financing on reasonable terms, if at all

Depending on market conditions at the relevant tiweemay have to rely more heavily on additionalisgfinancings or on less efficie
forms of debt financing that require a larger portof our cash flow from operations, thereby redgdunds available for our operations, fu
business opportunities and other purposes. We roafiave access to such equity or debt capital worddle terms at the desired times, ¢
all.
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Our current financing arrangements contain, and ourfuture financing arrangements likely will contain, restrictive provisions.

Our current financing arrangements contain, andittacing arrangements we enter into in the futikely will contain, provisions thi
limit our ability to do certain things. In parti@l the Credit Facility requires us to maintain iaimum EBITDA to debt service ratio of 4.0
1.0, debt-tosapitalization ratio not to exceed 0.60 to 1.0argible net worth of not less than $145.0 millidaspl00% of the net proceeds
any issuances of stock or other equity interestssobr any of our subsidiaries (an “Obligated Partgther than to another Obligated Pa
after April 2014, plus 50% of the amount of our imetome, on a consolidated basis (but without dédaodor any net loss), for each fis
quarter ending after April 2014. The Credit Fagillso requires us to maintain a leverage ratinatfmore than 1.75 to 1.0. We are reqt
under the Credit Facility to maintain liquidity excess of $40.0 million effective December 31, 200 Credit Facility requires of us to
suffer net losses in more than two consecutivenclale quarters. In addition, the Credit Facility sons various covenants that, among ¢
restrictions, limit the amount of additional debhtlaelated party transactions.

If we fail to meet or satisfy any of these provigpwe would be in default under the Credit Fac#ihd our lender could elect to dec
outstanding amounts due and payable, terminate toeamitments, require the posting of additionalateral and enforce their respec
interests against existing collateral. A defautoatould limit significantly our financing altermas, which could cause us to curtail
investment activities and/or dispose of assets whkerotherwise would not choose to do so. In addltinture indebtedness may con
financial covenants limiting our ability to, for @mple, incur additional indebtedness, make ceitaiestments, reduce liquidity below cert
levels and pay dividends to our stockholders, @hdravise affect our operating policies. If we défaun one or more of our debt agreemen
could have a material adverse effect on our busjimEespects, liquidity, financial condition andués of operations.

In addition, upon the occurrence of a “Fundame@iahnge” &s defined in the indenture governing the Conviertitotes), subject
certain conditions, the Convertible Notes incluglerts that allow a holder of the Convertible Notesetquire to purchase all or a portion of ¢
holder's Convertible Notes for cash at a price etqud00% of the principal amount of the ConvesilNotes to be purchased, plus any
accrued, but unpaid, interest.

Interest expense on debt we incur may limit our cdsavailable to fund our growth strategies.

As of December 31, 2014, we had a $200.0 milkecured revolving credit facility. As of Decembet, 2014, we had outstand
borrowings of $139.4 million under the Credit Fagiland we could borrow an additional $60.6 millionder the Credit Facility. As
December 31, 2014, borrowings under the Creditliatiore interest at a rate of 3.75%er annum. During November 2014, the Com|
issued $85.0 million aggregate principal amouritfl.25%Convertible Notes due 2019. If our operations dbgemerate sufficient cash frt
operations at levels currently anticipated, we reegk additional capital in the form of debt finaraci Our current indebtedness includes,
any additional indebtedness we subsequently incay have, a floating rate of interest. Higher ins¢éreates could increase debt ser
requirements on our current floating rate indebésdnand on any floating rate indebtedness we sués#y incur, and could reduce ful
available for operations, future business oppotiesior other purposes. If we need to repay exjstimdebtedness during periods of ris
interest rates, we could be required to refinangetloenexisting indebtedness on unfavorable terms or digt@ one or more of our asset
repay such indebtedness at times which may not ipeealization of the maximum return on such assetd could result in a loss. 1
occurrence of either such event or both could rialgiand adversely affect our cash flows and rssol operations.

We are a holding company, and we are accordingly gendent upon distributions from our subsidiaries topay dividends, if any, taxe
and other expenses.

We are a holding company and will have no mateagsets other than our ownership of membershipesiteror limited partnerst
interests in our subsidiaries. We have no indepetntieans of generating revenue. We intend to caussubsidiaries to make distribution:
their members or partners in an amount sufficientdver all applicable taxes payable and divideifdsny, declared by us. Future financ
arrangements may contain negative covenants, fignitie ability of our subsidiaries to declare oy péidends or make distributions. To
extent that we need funds, and our subsidiariesestected from making such dividends or distnbung under applicable law or regulations
otherwise unable to provide such funds, for examgile to restrictions in future financing arrangetsethat limit the ability of our operati
subsidiaries to distribute funds, our liquidity dimhncial condition could be materially harmed.

The obligations associated with being a public congmy will require significant resources and managentd attention.

As a public company with listed equity securitie®, must comply with laws, regulations and requireteeincluding the requirements
the Securities Exchange Act of 1934, as amendetheoExchange Act, certain corporate governanceigioms of the Sarbanédxley Act
related regulations of the SEC and requirementse@NASDAQ Global Select Market. The Exchange
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Act requires that we file annual, quarterly andrent reports with respect to our business and €iimhrtondition. The Sarban&xley Act
requires, among other things, that we establishnaaidtain effective internal controls and procedui financial reporting.

Section 404 of the Sarban@sdey Act requires our management and independaditas to report annually on the effectivenessw
internal control over financial reporting. Howevese are an “emerging growth compangs defined in the JOBS Act, and, so for as longe
continue to be an emerging growth company, we thtertake advantage of certain exemptions fromousrireporting requirements applice
to other public companies but not to emerging ghoadmpanies, including, but not limited to, notrigerequired to comply with the audi
attestation requirements of Section 404.

Once we are no longer an emerging growth companyf @rior to such date, we opt to no longer takivantage of the applical
exemption, we will be required to include an opmfoom our independent auditors on the effectiveresour internal control over financ
reporting.

These reporting and other obligations place sigaifi demands on our management, administrativeatpeal and accounting resour
and cause us to incur significant expenses. We megyl to upgrade our systems or create new systemplement additional financial a
management controls, reporting systems and proesdereate or outsource an internal audit functéord hire additional accounting ¢
finance staff. If we are unable to accomplish thasiectives in a timely and effective fashion, ability to comply with the financial reportil
requirements and other rules that apply to repgpriompanies could be impaired. Any failure to maimteffective internal control ov
financial reporting could have a material adverféecéon our business, prospects, liquidity, finahcondition and results of operations.

We are an “emerging growth company,”and, as a result of the reduced disclosure and gavance requirements applicable to emergin
growth companies, our common stock may be less attttive to investors.

We are an “emerging growth compangs defined in the JOBS Act, and we are eligibl¢éate advantage of certain exemptions 1
various reporting requirements applicable to othalic companies but not to emerging growth comganincluding, but not limited to,
requirement to present only two years of auditedricial statements, an exemption from the auditesi@tion requirement of Section 40:
the Sarbane®xley Act, reduced disclosure about executive camepgon arrangements pursuant to the rules apjgidabsmaller reportir
companies and no requirement to seek lpioing advisory votes on executive compensatiomalden parachute arrangements. We
elected to adopt these reduced disclosure requirsmé/e could be an emerging growth company uméillast day of the fiscal year followi
the fifth anniversary of the completion of our IP&though a variety of circumstances could causéousse that status earlier. We car
predict if investors will find our common stock $eattractive as a result of our taking advantaghede exemptions. If some investors find
common stock less attractive as a result of ourcelspthere may be a less active trading markeddiorcommon stock and our stock price |
be more volatile.

In addition, Section 107 of the JOBS Act providesttan emerging growth company can take advantbtie @xtended transition peri
provided in Section 7(a)(2)(B) of the Securitiest Af 1933, as amended, or the Securities Act, Ganmying with new or revised financ
accounting standards. An emerging growth compamytharefore delay the adoption of certain accognstandards until those stand:
would otherwise apply to private companies. Howewer have determined to opt out of such extendetsition period and, as a result, we
comply with new or revised financial accountingnstards on the relevant dates on which adoptionuoh standards is required for non
emerging growth companies. Section 107 of the JAB{Srovides that our decision to opt out of théeexled transition period for complyi
with new or revised financial accounting standasdsrevocable.

If we fail to implement and maintain an effective gstem of internal controls, we may not be able toc@urately determine our financia
results or prevent fraud. As a result, our stockhalers could lose confidence in our financial resultswhich could materially anc
adversely affect us.

Effective internal controls are necessary for upravide reliable financial reports and effectivggevent fraud. We may in the fut
discover areas of our internal controls that neggrovement. We cannot be certain that we will becessful in maintaining adequate inte
control over our financial reporting and financ@bcesses. Furthermore, as we grow our businessntanal controls will become mc
complex, and we will require significantly more @asces to ensure our internal controls remain &ffec Additionally, the existence of a
material weakness or significant deficiency wowdduire management to devote significant time andrisignificant expense to remediate
such material weakness or significant deficiencg amnagement may not be able to remediate any matlrial weakness or significi
deficiency in a timely manner. The existence of araterial weakness in our internal control oveaficial reporting could also result in er
in our financial statements that could requireausestate our financial statements, cause us dofaeet our reporting obligations and cz
stockholders to lose confidence in our reportedrfaial information, all of which could materiallpé adversely affect us.
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Any joint venture investments that we make could bedversely affected by our lack of sole decision rkeng authority, our reliance on
the financial condition of our joint venture partners and disputes between us and our joint venture pters.

We may co-invest in the future with third partibsough partnerships, joint ventures or other exgtjtacquiring nocontrolling interest
in or sharing responsibility for managing the affadf a land acquisition and/or a developmenthis event, we would not be in a positiol
exercise sole decisiomaking authority regarding the acquisition and/evelopment, and our investment may be illiquid tueur lack o
control. Investments in partnerships, joint vensurer other entities may, under certain circumstanavolve risks not present were a t
party not involved, including the possibility thatir joint venture partners might become bankrugat,tb fund their share of required cag
contributions, make poor business decisions orkbtmcdelay necessary decisions. Our joint ventuagngrs may have economic or o
business interests or goals which are inconsistithtour business interests or goals, and may ke position to take actions contrary to
policies or objectives. Such investments may abeetthe potential risk of impasses on decisionsh 1 a sale, because neither we no
joint venture partners would have full control otlee land acquisition or development. Disputes betwus and our joint venture partners
result in litigation or arbitration that would irease our expenses and prevent our officers anuémtars from focusing their time and effort
our business. In addition, we may in certain cirstances be liable for the actions of our joint veapartners.

Cautionary Statement about Forward-Looking Statemeis

From time to time we make statements concerning edqpectations, beliefs, plans, objectives, godistegies, future events
performance and underlying assumptions and otlaéersents that are not historical facts. Thesemtits are “forward-looking statements’
within the meaning of the Private Securities Litiga Reform Act of 1995. Actual results may diffaaterially from those expressed or imp
by these statements. You can generally identify fomvard-looking statements by the words “anticgyat‘believe,” “continue,” “could,”
“estimate,” “expect,” “forecast, objective,” “plan,” “potential,” “predict; “projection,” “should,” “will” or othe
similar words.

goal,” “intend,"may,

We have based our forward-looking statements onnoamagemens’ beliefs and assumptions based on informationledolai to ou
management at the time the statements are madeaWien you that assumptions, beliefs, expectatiorisntions and projections about ful
events may and often do vary materially from acteallts. Therefore, we cannot assure you thathotgults will not differ materially fro
those expressed or implied by our forward-lookitageaments.

The following are some of the factors that couldssaactual results to differ materially from thaseressed or implied in forward-
looking statements:

e adverse economic changes either nationally or énntlarkets in which we operate, including incredasesnemployment, volatility
mortgage interest rates and inflation;

e aslowdown in the homebuilding indus

< volatility in the credit markets and broader finehenarkets

e the cyclical and seasonal nature of our busi

< our future operating results and financial condi

e our business operatiol

« changes in our business and investment stre

e our ability to successfully expand into new mar}

* our ability to successfully extend our business ehad building homes with higher price points, depéng larger communities wit
multi-unit products and selling acreage home sites;

» our ability to identify potential acquisition cauldites and close such acquisitit

» our ability to successfully integrate any acquisis with our existing operatiol

< availability of land to acquire and our abilitydequire such land on favorable terms or a

e availability, terms and deployment of capi

« decisions of the lender group of the Credit Fag

e decline in the market value of our land portfc

e continued or increased disruption in the termswvailability of mortgage financing or the numberfofeclosures in our marke

« shortages of or increased prices for labor, landwrmaterials used in housing construct

* delays in land development or home constructionltieg from natural disasters, adverse weather itioms or other events outside
control;

e uninsured losses in excess of insurance li

« the cost and availability of insurance and suretyds

« changes in, liabilities under, or the failure cability to comply with, governmental laws and residns

< the timing of receipt of regulatory approvals ahe bpening of project
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e the degree and nature of our competit

e increases in taxes or government f

e aninability to develop our projects successfullymithin expected timeframe

« the success of our operations in recently openedmarkets and our ability to expand into additionelv market:

« poor relations with the residents of our proje

« future litigation, arbitration or other clain

« availability of qualified personnel and third padyntractors and our ability to retain our key parsel

« our leverage and future debt service obligati

» the impact on our business of any future governrakutdown similar to the one that occurred in Oetd)13

« other risks and uncertainties inherent in our bessnan

- other factors we discuss under the section ledtitManagement's Discussion and Analysis of Financiahdtion and Results
Operations.”

You should not place undue reliance on forward-ogkstatements. Each forwalabking statement speaks only as of the date ¢
particular statement. We expressly disclaim angrifjtobligation or undertaking to update or revasg forwardiooking statements to refle
any change in our expectations with regard thesetimy change in events, conditions or circumstsocewhich any such statements are bi
All subsequent written and oral forwalabking statements attributable to us or personm@®on our behalf are expressly qualified in t
entirety by the cautionary statements containgtimmAnnual Report on Form 10-K.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
ITEM 2. PROPERTIES

We lease approximately 15,600 square feet in ThedMmds, Texas for our corporate headquarters;|#aise expires in 2018.
addition, we lease divisional offices in Arizondoifda, Georgia and North Carolina. We lease appnately 1,800 square feet in Arizona .
this lease expires in 2018. We lease approxim&@§0 square feet in Florida for a divisional offiand an information center, and these ¢
expire in 2019 and 2017, respectively. We leaggragimately 1,900 square feet in Georgia and thmsé expires in 2019. We le
approximately 8,600 square feet in North Carolioaaf divisional office and two information centeasd all of these leases expire in 2015.
“Business—Land Acquisition Policies and Developrdat a summary of the other property which we owoedontrolled as of December
2014.

ITEM 3. LEGAL PROCEEDINGS

In the ordinary course of doing business, we abdestito claims or proceedings from time to timkatiag to the purchase, developm
and sale of real estate. Management believeshbattclaims include usual obligations incurredds} estate developers in the normal cc
of business. In the opinion of management, theséensawill not have a material effect on our fine@osition, results of operations or ¢
flows.

We have provided unsecured environmental indensnitiecertain lenders and other contractual couatégs. In each case, we h
performed due diligence on the potential environtalemisks including obtaining an independent enwinental review from outsi
environmental consultants. These indemnities otdigs to reimburse the guaranteed parties for dasmagjated to environmental matt
There is no term or damage limitation on these nmuées; however, if an environmental matter arisge may have recourse against ¢
previous owners. Management is not aware of anjr@mwental claims or occurrences and has recordeeserves for environmental matters.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART Il
ITEMS5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our common stock is listed on the NASDAQ Stock MarfNASDAQ) under the symbol “LGIH.The following table sets forth, for t
periods indicated, the range of high and low sptes for our common stock, as reported by the DNAQ.

High Low
2013
Fourth quarter (beginning November 7, 2013) $ 18.8t % 12.01
2014
1st Quarter $ 20.7¢ % 15.7¢
2nd Quarter $ 19.3C $ 13.8(
3rd Quarter $ 2221 % 17.8¢
4th Quarter $ 19.72 % 13.5C

As of March 9, 2015, the closing price of our conmraiock on the NASDAQ was $13.43, and we had 96kkwmders of recon
including Cede & Co. as nominee of The DepositanysT Company.

Initial Public Offering

On November 13, 2013, we completed an IPO of 1Q(BEDshares of our common stock, which was conducteduaumt to ot
Registration Statement on Form S-1 (File No. 388853), as amended, that was declared effectivéomember 6, 2013. The IPO providec
with net proceeds of $102.6 million. During NovemB613, we used $36.9 million of the net proceedmfthe IPO for the cash portion of
purchase price to acquire all of the joint ventiterests of our joint venture partners in the IGJIIS Joint Ventures. The remaining proce
were used for working capital and general corpopatposes, including the acquisition of land, depatent lots and construction of homes.

Purchases of Equity Securities

In November 2014, in connection with the issuantcéhe Convertible Notes, we purchased 1.0 millibares of our common stock
$16.55 per share.

Dividends

We currently intend to retain our future earninfigny, to finance the development and expansioausfbusiness and, therefore, do
intend to pay cash dividends on our common stockhie foreseeable future. Any future determinatimpay dividends will be at the discret
of our board of directors and will depend on owaficial condition, results of operations, capigzluirements, restrictions contained in an
our financing arrangements and such other factorsua board of directors may deem relevant. We metepreviously declared or paid ¢
cash dividends on our common stock.

Equity Compensation Plans

The table below sets forth the information as of@&uwber 31, 2014 for our equity compensation plan:

Number of securities to be Weighted-average Number of securities
issued upon exercise of exercise price of remaining available for
outstanding options, outstanding options, future issuance under
Plan Category warrants and rights warrants and rights equity compensation plan:
Equity compensation plan approved by sect
holders 165,69: $ — 1,748,71.

A total of 2,000,000 of the Company’s common shai@ge been reserved for issuance under the LGI KHpoime. 2013 Equity Incentive
Plan. There were 102,786 restricted stock unitdJ§}®utstanding at December 31 2014, that weredatia
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$0.00 exercise price. At December 31, 2014, thexeev62,906 performance-based restricted stock (fH8Us”) outstanding that have be
grantedto certain members of management at a $0.00 exerdis® Fhe number of shares of Company common stoclerlying the PSL
that will be issued to the recipient may range fi@#h to 200% of the base award depending on actrénmance metrics as compared tc
target performance metrics. See Noté'Sfbck Based Compensation'the accompanying consolidated financial statemfar a description
the plan.

Stock Performance Graph

This chart compares the cumulative total returmoncommon stock with that of the Standard & Pas@8 Companies Stock Index (
“S&P 500 Index”) and the Standard & Poor's Homeateris Select Industry Index (the “S&P Homebuildexdelx”). The chart assumes $100
was invested at the close of market on Novemb&013, the first day shares of our common stocketladn the NASDAQ Global Sele
Market, which was the day after we priced our adifpublic offering, in shares of our common stotke S&P 500 Index and the S
Homebuilders Index, and assumes the reinvestmeatyfdividends. The stock price performance onftiewing graph is not necessal
indicative of future stock price performance.

Comparison of Cumulative Total Return among LGI Homes, Inc. Common Stock, the S&P 500 Index, and the&&® Homebuilders
Index for the year ended December 31, 2014 and froddovember 7, 2013 to December 31, 2013

150
H140
130 -
£120 -~
£110 - __,_..----""'FF_
$100 —
K90k T T T
[ EOTA3 12731713 12731714
LGIH —l— S&P 500 Index
S& P Homebuilders Index
11/7/2013 12/31/2013 12/31/2014
LGIH $100.00 $137.91 $115.66
S&P 500 Index $100.00 $105.79 $117.84
S&P Homebuilders Index $100.00 $110.54 $113.33
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ITEM 6. SELECTED FINANCIAL DATA
The following table presents our selected histdficancial and operating data as of the datesfanthe periods indicated.

The selected historical balance sheet and stateafemerations information presented as of DecerBie2014 and 2013 and for
years ended December 31, 2014, 2013, 2012 and &@lderived from our audited historical consoliddieancial statements. The followi
table should be read together with, and is qudlifie its entirety by reference to, our historicainsolidated financial statements and
accompanying notes included elsewhere in this AhRaport. The table should also be read togethén tilanagemens Discussion ar
Analysis of Financial Condition and Results of Gqiems.”For discussion of pro forma financial informatiar the years ended December
2013 and 2012, please see “Management's DiscuasidrAnalysis of Financial Condition and ResultsOgferations—Pro Forma Financi
Information” and “Management’'s Discussion and As@lyof Financial Condition and Results of OperatieSupplemental Managemel
Discussion and Analysis”.

Year Ended December 31,
2014 2013 2012 2011
(dollars in thousands, except share data and averadiome sales price)

Statement of Operations Data:

Revenues:
Home sales $ 383,26¢ % 160,06 $ 73,82( % 49,27(
Management and warranty fees — 2,72¢ 2,401 1,18¢
Total revenues 383,26¢ 162,79t 76,22 50,45¢
Expenses:
Cost of sales 280,48: 121,32t 54,53: 36,70(
Selling expenses 36,67 15,76¢ 7,26¢ 4,88¢
General and administrative 23,74« 13,60 6,09¢ 5,12¢
Income from unconsolidated joint ventures — (4,287 (1,52¢) (715)
Operating income 42,37 16,38¢ 9,851 4,461
Interest expense, net — 51 1 28
Gain on remeasurement of interests in LGI/GTIStJoin
Ventures — (6,44¢) — —
Other income, net (70¢) (29) 73 (209)
Net income before income taxes 43,07¢ 22,801 10,02 4,637
Income tax provision 14,86¢ 1,06¢ 15E 12t
Net income 28,21 21,733 9,86¢ 4,517
(Income) loss attributable to non-controlling irsts — 59C (163) (1,162
Net income attributable to owners $ 28,21. % 22,327 $ 9,70t % 3,35(
Basic earnings per shafg $ 137 % 0.34
Diluted earnings per shafe $ 1.3: % 0.3¢
Other Financial and Operating Data:
Active communities at end of year 39 25 1C 5
Home closings 2,35¢ 1,062 53¢ 37¢€
Average sales price of homes closed (in whole t&)lla $ 162,67 $ 150,72. $ 137,72 $ 131,03
Gross margir? $ 102,78 $ 38,74. % 19,28¢ $ 12,57(
Gross margin % 26.% 24.2% 26.1% 25.5%
Adjusted gross margifi $ 108,11: $ 43,37: % 20,23t % 14,03
Adjusted gross margin 9% 28.2% 27.1% 27.5% 28.5%
Adjusted EBITDA © $ 48,357 $ 21,30¢ % 10,98 $ 6,00¢
Adjusted EBITDA margin % ©® 12.6% 13.5% 14.9% 12.2%
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December 31,

2014 2013 2012 2011

Balance Sheet Data (as of end of year): (in thousands)

Cash and cash equivalents $ 31,37C  $ 54,06¢ $ 7,06¢ % 5,10¢
Real estate inventory $ 367,90¢ $ 141,98. $ 28,48¢ $ 12,52¢
Goodwill and intangibles, net $ 12,48. $ 12,72¢  $ — 8 —
Total assets $ 438,127 $ 221,01 $ 45,55¢ $ 23,51
Notes payable $ 2,68t % — % 14,96¢ $ 6,41¢
Total liabilities $ 255,62t $ 56,63t $ 20,34 % 8,87¢
Total equity $ 182,49¢ $ 164,37 $ 2521. $ 14,63¢

(1) Earnings per share is presented for the year eDdedmber 31, 2014 and the period from Novembe2QB3 (date of closing of IPO) to December

@)
(©)
4)

®)

2013. See Note 11* Equity " to our consolidated financial statements includedPart Il, Item 8 of this Annual Report of this Forl0K for
calculation of earnings per share

Gross margin is home sales revenues less costes!
Calculated as a percentage of home sales rew

Adjusted gross margin is a n@PAP financial measure used by management as desupptal measure in evaluating operating perforraalide
define adjusted gross margin as gross margin kgsisatized interest and adjustments resulting ftbenapplication of purchase accounting include
the cost of sales. Our management believes thisnetion is useful because it isolates the implaat tapitalized interest and purchase accou
adjustments have on gross margin. However, becadaeted gross margin information excludes capidliinterest and purchase accour
adjustment, which have real economic effects anddcampact our results, the utility of adjusted gsomargin information as a measure of
operating performance may be limited. In additaiher companies may not calculate adjusted grosgimiaformation in the same manner that we
Accordingly, adjusted gross margin information ddobe considered only as a supplement to gross imanformation as a measure of
performance. Please see “Management's Discussbmalysis of Financial Condition and Results ofe@giions—Non-GAAP MeasuresAdjustec
Gross Margin*for a reconciliation of adjusted gross margin tosgr margin, which is the GAAP financial measure tha management believes tc
most directly comparable.

Adjusted EBITDA is a noGAAP financial measure used by management as desupptal measure in evaluating operating performawwe defin
adjusted EBITDA as net income before (i) interegiemse, (i) income taxes, (iii) depreciation anabatization, (iv) capitalized interest charged lie
cost of sales, (v) other income, net and (vi) adpests resulting from the application of purchaseoanting. Our management believes tha
presentation of adjusted EBITDA provides usefubinfation to investors regarding our results of apens because it assists both investors
management in analyzing and benchmarking the peeoce and value of our business. Adjusted EBITDaévigles an indicator of general econo
performance that is not affected by fluctuationénilerest rates or effective tax rates, levelsegrdciation or amortization and items considereble
non+ecurring. Accordingly, our management believeg this measurement is useful for comparing geneparating performance from perioc
period. Other companies may define adjusted EBITifferently and, as a result, our measure of adfi&BITDA may not be directly comparable
adjusted EBITDA of other companies. Although we adgisted EBITDA as a financial measure to assesgérformance of our business, the ut
adjusted EBITDA is limited because it does notude certain costs, such as interest and taxesss@geto operate our business. Adjusted EBI
should be considered in addition to, and not ashatgute for, net income in accordance with GAAPaameasure of performance. Our presentati
adjusted EBITDA should not be construed as an atitin that our future results will be unaffected doyusual or nonrecurring items. Our adju
EBITDA is limited as an analytical tool, and yowsltd not consider it in isolation or as a substitigr analysis of our results as reported under 8,
Please see “Management's Discussion and Analys$igahcial Condition and Results of Operations—N&RAP Measures—Adjusted EBITDAfor
a reconciliation of adjusted EBITDA to necome, which is the GAAP financial measure thatrmanagement believes to be most directly compeu
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

For purposes of this Managem’s Discussion and Analysis of Financial ConditiomdaResults of Operation, references to “we,” “oufis”
or similar terms when used in a historical contesfler to LGl Homes, Inc. and its subsidiaries. Skxe 1 “Organization and Business
Initial Public Offering and Reorganization Transeeis” and Note 2 “Acquisitions”to our consolidated financial statements includedPart
I, Item 8 of this Annual Report on Form-K for more information regarding the reorganizatitnansactions, the initial public offering a
our acquisitions of our joint venture partners'eéngsts in the LGI/GTIS Joint Ventures.

Key Results
Key financial results as of and for the year endedember 31, 2014, as compared to the year endeghiber 31, 2013, were as follov

. Homes closed increased 121.8% to 2,356 homes fr@62homes with an increase in the average sales pfioarchomes ¢
7.9% to $162,677 . On a pro forma basis, home®dloxreased 45.7% to 2,356 homes from 1lgiiMies with an increase in
average sales price of our homes of 9.2% to $162,67

. Home sales revenues increased 139.4% to $38Bi@nfirom $160.1 million and on a pro forma bagievenues increasé&®.1%
from $241.0 million .

. Gross margin as a percentage of home salesueséncreased to 26.8% from 24.2%n a pro forma basis, gross margin
percentage of home sales revenues increased 2@ 25.4% .

. Adjusted gross margin as a percentage of hothes savenues increased to 28.2% from 27.19% a pro forma basis, adjus
gross margin as a percentage of home sales revereased to 28.2% from 27.3% .

. Net income before income taxes increa88.9% to $43.1 million from $22.8 million and inased 87.9%n a pro forma bas

. Adjusted EBITDA margin as a percentage of horakessrevenues decreased to 12.6% from 13.396 a pro forma bas
adjusted EBITDA margin as a percentage of homessalenues increased to 12.6% from 11.8% .

. Active communities at the end of 2014 increasedh 25 to 39. Reflected in this increase are an additionaltiracommunitie
in our Southeast division, an additional 4 in oauthwest division, another 3 in our Florida divisi@nd 2 in our Texas division.

. Total owned and controlled lots increased 33t6%9,883 lots at December 31, 2014 from 1488 at December 31, 20:

Recent Developments

During November 2014, we launched our new Terrabmes brand at our Potranco Ranch community in Satordo, Texas. Ol
Terrata Homes brand allows us to leverage our systnd process approach, including our world dastomer centric sales system, to de
movein ready homes with standardized features at aehighice point, with expected sales prices at ¥88D,and up for homes larger tl
2,500 square feet. We closed our first Terrata Heale during January 2015. Our second Terrata Hamesnunity is located in Lancas!
South Carolina, 30 miles south of Charlotte, N@#rolina, and is expected to open for sales in 20it5.

In November 2014, we issued $85.0 million aggregatacipal amount of our 4.25% Convertible Notese d019 (the Convertible
Notes”). The Convertible Notes mature on November 15, 20iBleear interest at a rate of 4.25%, payable semally each year, beginni
on May 15, 2015. Prior to May 15, 2019, the Corib&tNotes will be convertible only upon satisfactiof any of the specified convers
events. On or after May 15, 2019, note holdersooavert their Convertible Notes at any time atrtiogition.

As issued, the conversion of the Convertible Natesy only be settled in stock. Upon receipt of stmiéler approval of the flexib
settlement provisions of the Convertible Notes, @uavertible Notes will be convertible into cashases of common stock, or a combina
thereof, at our election. We have sole discretmmejuest stockholder approval for the flexiblelsetent feature, however there can b
assurance that the stockholders will approve thelile settlement feature. The initial conversiateris 46.4792 shares of our common ¢
for each $1,000 principal amount the Convertibleedpwhich represents an initial conversion pritapgproximately $21.52 per share of
common stock. The conversion rate is subject tastidjents upon the occurrence of certain specifredts.

Notes payable in our accompanying consolidatechtirz statements include $76.5 million which is fae value of the$85.0 millior
aggregate principal amount of Convertible Notegéss the fair value was determined using a discmatetof 6.6%
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based on the rate of return investors would regfarea similar liability, and reflects an $8.5 nolh discount. $5.5 milliorof the remainin
proceeds was recorded to additional paid-in catatflect the equity component of the Convertillgtes and $3.0 milliomwas recorded as
deferred tax liability. The carrying amount of t@envertible Notes is being accreted over the tesrmaturity. The net proceeds from
offering were approximately $82.0 million . Of t#8.0 million of debt issuance costs, $2.7 millware allocated to the liability component
the remaining $0.3 million was allocated as anaiffs the equity component of the Convertible Notes

Concurrent with the issuance of the Convertibleddptve used approximately $16.6 million of the preiceeds to repurchase 1.0 mil
shares of our common stock.

On October 2, 2014, we acquired certain real estagets owned by Oakmont in Charlotte, North Caaofor a purchase price
approximately $17.3 million , consisting of appmositely $15.2 million, in cash and an earnout to be paid based on htyemgs throug
December 31, 2017.
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Results of Operations

The following table sets forth our results of opienas for the periods indicated:

Year Ended December 31,
2014 2013 2012

(dollars in thousands, except share data and averaghome sales price)

Statement of Income Data:

Revenues:
Home sales $ 383,26¢ $ 160,060 $ 73,82(
Management and warranty fees — 2,72¢ 2,401
Total revenues 383,26¢ 162,79¢ 76,22
Expenses:
Cost of sales 280,48: 121,32t 54,53
Selling expenses 36,67: 15,76¢ 7,26¢
General and administrative 23,744 13,60¢ 6,09¢
Income from unconsolidated joint ventures — (4,287%) (1,526
Operating income 42,37 16,38 9,851
Interest expense, net — 51 1
Gain on remeasurement of interests in LGI/GTIStMeantures — (6,44¢€) —
Other income, net (70¢) (24) (179
Net income before income taxes 43,07¢ 22,801 10,02:
Income tax provision 14,86¢ 1,06¢€ 15E
Net income 28,21 21,731 9,86¢
(Income) loss attributable to non-controlling irestis — 59C (1639
Net income attributable to owners $ 28,21 % 22,327 % 9,70¢
Basic earnings per shafé $ 137 $ 0.3¢
Diluted earnings per shafe $ 132 % 0.3
Other Financial and Operating Data:
Active communities at end of year 39 25 10
Home closings 2,35¢ 1,062 53€
Average sales price of homes closed (in whole dg)lla $ 162,677 $ 150,72; % 137,72:
Gross margir) $ 102,78  $ 38,74 % 19,28¢
Gross margin %’ 26.£% 24.2% 26.1%
Adjusted gross margif? $ 108,11: $ 4337: % 20,23¢
Adjusted gross margin 4@ 28.2% 27.1% 27.4%
Adjusted EBITDA® $ 48,357 $ 21,30¢ % 10,98
Adjusted EBITDA margin %® 12.6% 13.%% 14.9%

(1) Earnings per share is presented for the year eDdedmber 31, 2014 and the period from Novembe2QB3 (date of closing of IPO) to December
2013. See Note 11-Equity " to our consolidated financial statements include®art Il, Item 8 of this Annual Report for caldida of earnings p
share.

(2) Gross margin is home sales revenues less cosltes!

(3) Calculated as a percentage of home sales rew

(4) Adjusted gross margin is a n@RAAP financial measure used by management as desupptal measure in evaluating operating performakde
define adjusted gross margin as gross margin ksisatized interest and adjustments resulting ftbenapplication of purchase accounting include

the cost of sales. Our management believes thosndtion is useful because it isolates the impact
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®)

that capitalized interest and purchase accountijgsaments have on gross margin. However, becadisistad gross margin information exclu
capitalized interest and purchase accounting adprst, which have real economic effects and couldaich our results, the utility of adjusted gi
margin information as a measure of our operatimppmance may be limited. In addition, other coniparmay not calculate adjusted gross m:
information in the same manner that we do. Accalginadjusted gross margin information should besidered only as a supplement to gross m
information as a measure of our performance. Please"—Non-GAAP Measures—Adjusted Gross Mardior’ a reconciliation of adjusted gre
margin to gross margin, which is the GAAP financreasure that our management believes to be mestlgicomparable.

Adjusted EBITDA is a noGAAP financial measure used by management as desupptal measure in evaluating operating performaWe defin
adjusted EBITDA as net income before (i) interegiemse, (ii) income taxes, (iii) depreciation amgbétization, (iv) capitalized interest chargedte
cost of sales, (v) other income, net and (vi) adjents resulting from the application of purchaseoanting. Our management believes tha
presentation of adjusted EBITDA provides usefubinfation to investors regarding our results of apens because it assists both investors
management in analyzing and benchmarking the pedince and value of our business. Adjusted EBITDdvigies an indicator of general econo
performance that is not affected by fluctuationénilerest rates or effective tax rates, levelsegrdciation or amortization and items considereble
non+ecurring. Accordingly, our management believes thé&s measurement is useful for comparing geneparating performance from perioc
period. Other companies may define adjusted EBITifferently and, as a result, our measure of adfuEiBITDA may not be directly comparable
adjusted EBITDA of other companies. Although we adgisted EBITDA as a financial measure to assesgérformance of our business, the ut
adjusted EBITDA is limited because it does notude certain costs, such as interest and taxesss@geto operate our business. Adjusted EBI
should be considered in addition to, and not asbatigute for, net income in accordance with GAAPaameasure of performance. Our presentati
adjusted EBITDA should not be construed as an attin that our future results will be unaffected doyusual or nonrecurring items. Our adju
EBITDA is limited as an analytical tool, and yowsltd not consider it in isolation or as a substitigr analysis of our results as reported under 8,
Please see “—Non-GAAP Measures—Adjusted EBITDAf a reconciliation of adjusted EBITDA to net imse, which is the GAAP financi
measure that our management believes to be mestlgicomparable.
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Year Ended December 31, 2014 Compared to Year Endé&2kcember 31, 2013

Homes SalesOur home sales revenues and closings by divisiothéoyear ended December 31, 2014 and 2013 wdoll@ss (dollars
in thousands):

Year Ended December 31,

2014 2013
Revenues Closings Revenues Closings
Texas $ 255,35 157t $ 133,83 892
Southwest 45,72¢ 273 18,21« 11€
Florida 43,37¢ 25E 6,171 4C
Southeast 38,81« 253 1,851 12
Total home sales $ 383,26¢ 2,35¢ $ 160,06 1,06:

Home sales revenues for the year ended Decemb@034 were $383.3 million , an increase of $228ilflon , or 139.4% , fron$160.:
million for the year ended December 31, 2013. Tuedase in home sales revenues is primarily daeltd1.8%increase in homes closed i
an increase in the average selling price per hamiagl the year ended December 31, 2014 as comparbe year ended December 31, 2
We closed 2,356 homes during the year ended Deae®ihe2014, as compared to 1,06@mes closed during the year ended Decemb:
2013. This increase in home closings was largely wumore active communities in 2014 and the GTd§uisition that was completed
November 2013. The average selling price per hdosed during the year ended December 31, 2014$162,677 , an increase of $ 11,955
or 7.9% , from the average selling price per hom$160,722for the year ended December 31, 2013. This increesiee average selling pri
per home was primarily due to changes in produgtand a generally favorable pricing environment.

Management and Warranty Feeldlanagement and warranty fees for the year endeédrbieer 31, 2013 were $2.7 milliotManagemel
and warranty fees were received from the LGI/GTédtIVentures through November 2013 when the Compaguired the joint ventu
interests that it did not own prior to such datetal home closings on a combined basis for the GGIS Joint Ventures were 555 for the pe
January 1, 2013 to November 13, 2013. There wemmareagement and warranty fees for the year endedriteer 31, 2014 as the LGI/G”
Joint Ventures have been consolidated since th&@thuisitions.

Cost of Sales and Gross Margin (home sales revelegssost of sales)Cost of sales increased for the year ended Dece®ih&014 t
$280.5 million , an increase of $159.2 million , 181.2% , from $121.3 millioffior the year ended December 31, 2013. This incrés
primarily due to a 121.8%crease in homes closed during 2014 as compar2dl8. Gross margin for the year ended Decembe2@®l4 wa
$102.8 million , an increase of $64.0 million , 15.3% , from $38.7 milliorfor the year ended December 31, 2013. Gross magit
percentage of home sales revenues was 26.8% foretreended December 31, 2014 and 24{@84he year ended December 31, 2013.
increase in gross margin as a percentage of holege ivenues reflects the higher average homes gates offset by increased construc
costs and higher lot costs for the year ended DbeeeBil, 2014 as compared to the year ended Dece&3tb2013.

Selling ExpensesSelling expenses as a percentage of home salesuevgvere 9.6% and 9.984r the years ended December 31, -
and 2013, respectively. The decrease of sellingmsgs as a percentage of home sales revenues imasilgrdue to the operating lever:
realized from our salaried sales personnel dufiregyear ended December 31, 2014 compared to theepead December 31, 2013. Sel
expenses for the year ended December 31, 2014$86c& million , an increase of $20.9 million , 8216% , from $15.8 milliorfior the yea
ended December 31, 2013. Sales commissions incréaskl4.7 million for the year ended DecemberZ114 from $6.0 milliorduring tha
same period in the prior year largely due to a 8%ilincrease in homes closed during the year endedrile®me31, 2014 as compared to
year ended December 31, 2013. Advertising and tinadl costs increased $8.6 million during the year ended December 31 420dm $3.2
million for the same period in the prior year priihadue to the increase in the number of activenouunities in 2014 as compared to 2013.

General and AdministrativeGeneral and administrative expenses as a perceofdgeme sales revenues were 6.2% and &&%he
years ended December 31, 2014 and 2013, respgctiMet decrease in general and administrative esqeeas a percentage of home ¢
revenues reflects leverage realized from the irseréa home sales revenues in 2014 and less acoguenid professional expenses incu
during 2014 as compared to those incurred in 2@18onnection with the Reorganization Transactiomd #nancial reporting for the IP
General and administrative expenses for the yedeckDecember 31, 2014 were $23.7 million , an emeeof $10.1 million , or 74.5%from
$13.6 millionfor the year ended December 31, 2013. The incrieabee amount of general and administrative expesging the year end
December 31, 2014 as compared to the year ended
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December 31, 2013 is primarily attributable to #ddal employees added to support the increasedaunf active communities and the hic
number of home closings.

Income from unconsolidated joint ventureSur share of income from the LGI/GTIS Joint Ventufer the year ended December
2013 was $4.3 million We acquired our joint venture partner's inter@stthe LGI/GTIS Joint Ventures on November 13, 201 the GTI¢
Acquisitions.

Gain on remeasurement of interests in LGI/GTIS tI¥lentures A gain of $6.4 million was recognized by the Compdor the yes
ended December 31, 2013 on the remeasurement d?redecessor's equity interests in the LGI/GTI®tJgentures in connection with 1
GTIS Acquisitions.

Other IncomeOther income, net of other expenses was $0.7 mifilw the year ended December 31, 2014, an increfa$@.7 millior
from $0.02 millionfor the year ended December 31, 2013. The increas¢her income reflects the gain realized from $laée of land n
directly associated with our core homebuilding agiens.

(Income) loss attributable to non-controlling ingsts. The loss attributable to narentrolling interests for the year ended Decemlig
2013 was $0.6 million. During the year ended Decen®i, 2013, the losses are related to the iiparations of LGI Fund IIl Holdings, LL
formed in March 2013.

Operating Income and Net Incom@perating income for the year ended December 314 2@as $42.4 million , an increase $£6.(
million , or 158.6% , from $16.4 million for the geended December 31, 2013. Net income for the geded December 31, 2014 w&28.2
million , an increase of $6.5 million , or 30.0%rom $21.7 millionfor the year ended December 31, 2013. The increaeprimaril
attributed to a 121.8% increase in homes closeihgl®014 as compared to 2013, and offset by th# €} milliongain on remeasurement
our interests in the LGI/GTIS Joint Ventures in geation with the GTIS Acquisitions recorded in 20@B $4.3 million of our share of incor
from the LGI/GTIS Joint Ventures in 2013, and (iiicrease in income tax expense reported in 2014.

Year Ended December 31, 2013 Compared to the YeanBed December 31, 2012

Homes Sales.Our home sales revenues and closings by divisiothéoyear ended December 31, 2013 and 2012 wdodl@ss (dollar:
in thousands):

Year Ended Year Ended
December 31, 2013 December 31, 2012

Revenue Closings Revenue Closings

Texas $ 133,83: 892 $ 58,74: 43¢
Southwest 18,21« 11¢€ 15,07¢ 10z
Florida 6,171 40 — —
Southeast 1,851 12 — —
Total home sales $ 160,06 1,062 $ 73,82 53€

Home sales revenues for the year ended Decemb&033B, were $160.1 million, an increase of $86.diom| or 116.8%, from $73
million for the year ended December 31, 2012. Haales revenues represented approximately 98.398&8&o of our total revenues for
year ended December 31, 2013 and 2012, respectiMedyincrease in home sales revenues is primaduidyto a 98.1% increase in homes cli
and an increase in the average selling price perehduring the year ended December 31, 2013 as cethpa the year ended December
2012. The average selling price per home closeithgltine year ended December 31, 2013 was $150ar2idcrease of $12,998, or 9.4%, fi
the average selling price per home of $137,724heryear ended December 31, 2012. We closed 1 @82 during the year ended Decer
31, 2013, as compared to 536 homes closed duringetar ended December 31, 2012.

Management and Warranty FeeBlanagement and warranty fees for the year endeérbleer 31, 2013 were $2.7 million, as comp
to $2.4 million for the year ended December 31,20he increase in management and warranty fegsnigrily attributable to an increase
the number of active communities and the geograpkip@nsion of the LGI/GTIS Joint Venturegerations during 2013. Total home clos
on a combined basis for the LGI/GTIS Joint Ventwese 686 and 526 for the years ended Decemb&03B and 2012, respectively.
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Cost of Sales and Gross Margin (home sales revelegssost of sales)Cost of sales increased for the year ended DeceBihe&013 t
$121.3 million, an increase of $66.8 million, or21%2%, from $54.5 million for the year ended Decemie, 2012. This increase is prima
due to a 98.1%, increase in homes closed durin@ 281lcompared to 2012. Gross margin for the yedececember 31, 2013 was $!
million, an increase of $19.5 million, or 100.8%0orh $19.3 million for the year ended December 3,22 Gross margin as a percentac
home sales revenues was 24.2% for the year endeghiber 31, 2013 and 26.1% for the year ended Deze8ih 2012. The decrease in g
margin as a percentage of home sales revenuestsedie increase in construction costs and highegldeed lot costs for 2013 as compare
2012; these construction and developed lot coste wartially offset by higher average homes saleep, investments in new markets, anc
transition between communities within existing netsk

Selling Expenseselling expenses as a percentage of home salesueevere 9.9% and 9.8% for the years ended Dece®ih@01:
and 2012, respectively. The increase of sellingeesps as a percentage of home sales revenuesimasilgrdue to startup expenses relate
new community openings, outside commissions, arettimail and internet marketing. Selling experfeeshe year ended December 31, 2
were $15.8 million, an increase of $8.5 million,1dr6.9%, from $7.3 million for the year ended Debem31, 2012. This increase is prime
due to a 98.1%, increase in homes closed durin@ 281compared to 2012 and the increase in the nuofitzetive communities for 2013
compared to 2012. Sales commissions increased.3onfilion from $2.3 million and advertising and-et mail costs increased to $3.3 mil
from $1.8 million for the year ended December 3112as compared to the year ended December 31, 2&l2ctively.

General and AdministrativeGeneral and administrative expenses for the yededDecember 31, 2013 were $13.6 million, an irse
of $7.5 million, or 123.2%, from $6.1 million fohe¢ year ended December 31, 2012. The increasengrgleand administrative expense
partially due to the higher number of home closiagd active communities in 2013 as compared to 2832 result of the increased numbe
active communities, we hired more employees andiesd| additional office space. In addition, approately $3.2 million of the $7.5 millic
increase during 2013 was attributable to accountind professional fees and expenses incurred imeobion with the Reorganizati
Transactions and financial reporting for the IPO.

Income from unconsolidated joint ventureSur share of income from the LGI/GTIS Joint Ventufer the year ended December
2013 was $4.3 million, as compared to $1.5 millionthe year ended December 31, 2012. The incrisagemarily attributed to our priori
return determined based on cumulative cash disiwibsi as provided for in the joint venture agreetseBuring the year ended Decembet
2013, three of the LGI/GTI Joint Ventures paid ®idint cumulative cash distributions to the memludrhe respective joint ventures such
$2.7 million in priority returns were received.

Gain on remeasurement of interests in LGI/GTIS tI¥lentures A gain of $6.4 million was recognized by the Compdor the yes
ended December 31, 2013 on the remeasurement d?redecessor's equity interests in the LGI/GTI®tJgentures in connection with 1
GTIS Acquisitions.

(Income) loss attributable to non-controlling ingsts. The loss attributable to narentrolling interests for the year ended Decemlig
2013 was $0.6 million, as compared to $0.2 millafrincome attributable to notentrolling interests for the year ended Decemtier2812
During the year ended December 31, 2013, the Iaageselated to the initial operations of LGl FutidHoldings, LLC formed in March 201
During the year ended December 31, 2012, we rezedrfinal project income related to the LGl Homésrléhg Lakes, LLC project which w
closed out during 2012.

Operating Income and Net Incom@perating income for the year ended December 313 2@as $16.4 million, an increase of §
million, or 66.3%, from $9.9 million for the yeand@ed December 31, 2012. Net income for the yeae@drmidecember 31, 2013 was $-
million, an increase of $11.9 million, or 120.3%grh $9.9 million for the year ended December 31,220'he increases are primarily attribt
to (i) the $6.4 million gain on remeasurement af interests in the LGI/GTIS Joint Ventures in coctien with the GTIS Acquisitions, (ii) $2
million in promoted earnings recognized from thellG&T1S Joint Ventures, and (iiip 98.1% increase in homes closed during 20:
compared to 2012.
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Unaudited Pro Forma Financial Information

The following unaudited pro forma statements ofrapiens have been developed by applying pro forgiaséments to our audit
statements of operations for the years ended Demegih 2013 and 2012 and audited financial statésradrthe LGI/GTIS Joint Ventures. T
unaudited pro forma statements of operations felygar ended December 31, 2013 and 2012 give eff¢lse GTIS Acquisitions as if they t
occurred on January 1, 2012.

The pro forma adjustments are based upon certaimgsions that we believe are reasonable undecitbemstances. The pro for
financial data is presented for informational puwg® only. The pro forma financial data does noppurto represent what our results
operations would have been had the GTIS Acquistiactually occurred on the date indicated and do¢purport to project our results
operations for any future period. The pro formaaficial statements should be read in conjunctioh Wit information contained in otl
sections of this Annual Report including “Selectédancial Data,’'in our historical audited financial statements agldted notes thereto, ¢
other sections of this “Management’s Discussion Andlysis of Financial Condition and Results of @timns” appearing elsewhere in t
Annual Report. All pro forma adjustments and theiderlying assumptions are described more fullhenotes to our pro forma statement
operations.

The unaudited pro forma financial information hasib prepared to give effect to the GTIS Acquisgiam accordance with ASC To|
805, "Business Combinations”, ("ASC 805"). A faalwe stepdp adjustment of approximately $7.4 million wasamrled to the real est:
inventory and certain lot option contracts in caetim with the GTIS Acquisitions. The pro forma astiments do not reflect cost of si
related to the step-up adjustment since the stegieap not have a continuing impact on our resilgperations due to the shdgrm impact o
our financial performance.

All pro forma adjustments and their underlying asptions are described more fully in the notes #ogio forma statements of operatic
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Unaudited Pro Forma Statement of Operations
for the Year Ended December 31, 2013

LGl Homes, LGI/GTIS Joint LGl Homes, Inc.
Inc. Ventures® Adjustments Pro Forma
(dollars in thousands)
Revenues:
Home sales $ 160,060 $ 80,89t $ — $ 240,96:
Management and warranty fees 2,72¢ — (2,729 (c) —
Total revenues 162,79¢ 80,89¢ (2,729 240,96:
Expenses:
Cost of sales 121,32¢ 58,71¢ (219) (c) 179,83:
Selling expenses 15,76¢ 7,27¢ — 23,04¢
General and administrative 13,60¢ 3,90¢ (2,300 (b)(c) 15,21¢(
Income from unconsolidated
LGI/GTIS Joint Ventures (4,287) — 4,281 (a) —
Operating income 16,38¢ 10,99: (4,507) 22,87
Interest expense 51 — — 51
Gain on remeasurement of interest in
LGI/GTIS Joint Ventures (6,44¢) — 6,44¢ (d) —
Other income, net (24) (75) — (99)
Net income before income taxes 22,80z 11,06¢ (10,949 22,92:
Income tax provision 1,06¢ 194 — 1,26(
Net income 21,731 10,87 (10,949 21,66
Loss attributable to non-controlling
interests 59C — — 59C
Net income attributable to owners $ 22,327 $ 10,87 $ (10,949 $ 22,25

(1) This column is a combination of the financ#htements of LGI-GTIS Holdings, LLC, LGI-GTIS Hatds I, LLC, LGI-GTIS Holdings Ill, LLC an
LGI-GTIS Holdings IV, LLC, for the period January 2013 through November 13, 2013.

Notes to Unaudited Pro Forma Statement of Operatianfor Year Ended December 31, 2013
(a) Eliminates our Predecessor’s equity in therimneof the LGI/GTIS Joint Ventures.

(b) Reflects amortization of the $0.7 million matikg related intangible asset (i.e., trade nambtsigrecorded in the GTIS Acquisitions. -
trade name rights have an estimated useful lithrgfe years based upon the timing of the majofitye forecasted revenues to be earned
the remaining development cycle of the LGI/GTISn§dientures’ communities. Amortization is recordmd a straightine basis. Pro forn
amortization expense was $0.2 million for the yereded December 31, 2013.

(c) Reflects the elimination of $2.7 million of megement and warranty fees our Predecessor chavgbd LGI/GTIS Joint Ventures duri
the period pursuant to certain management sereigesements. The applicable management servicesragnés were terminated in connec
with the GTIS Acquisitions. The corresponding clesrgf $2.5 million and $0.2 million were recordedgeneral and administrative expe
and cost of sales, respectively, by the LGI/GTIBt)dentures.

(d) Represents the elimination of gain on remeasant of our Predecessor's equity interests in BEGTIS Joint Ventures in connection w
the GTIS Acquisitions. The gain on remeasuremeptesents the Predecessor's equity interests atvdfie less the carrying value
Predecessor's equity interest using the equity edetfiaccounting.
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Unaudited Pro Forma Statement of Operations
for the Year Ended December 31, 2012

LGl Homes,  LGI/GTIS Joint LGI Homes, Inc.
Inc. Ventures® Adjustments Pro Forma
(dollars in thousands)
Revenues:
Home sales $ 73,82( $ 69,55¢ $ — $ 143,37t
Management and warranty fees 2,401 — (2,409 (c) —
Total revenues 76,22 69,55¢ (2,407 143,37¢
Expenses:
Cost of sales 54,53: 49,83( (132) (c) 104,22!
Selling expenses 7,26¢ 6,101 — 13,37(
General and administrative 6,09¢ 3,30¢ (2,0279) (b)(c) 7,37¢
Income from unconsolidated
LGI/GTIS Joint Ventures (1,52€) — 1,52¢ (a) —
Operating income 9,851 10,32 1,772 18,40(
Interest expense 1 — — 1
Other income, net (a73) (42) — (215)
Net income before income taxes 10,02: 10,36: (1,772 18,61
Income tax provision 15t 187 — 34z
Net income 9,86¢ 10,17¢ (1,772 18,27:
Income attributable to non-
controlling interests (163) — — (1639)
Net income attributable to owners $ 9,70t $ 10,17¢  § (1,772 $ 18,10¢

(1) This column is a combination of the financightements of LGI-GTIS Holdings, LLC, LGI-GTIS Hatds Il, LLC, LGI-GTIS Holdings Ill, LLC an
LGI-GTIS Holdings IV, LLC,.

Notes to Unaudited Pro Forma Statement of Operatianfor Year Ended December 31, 2012
(a) Eliminates our Predecessor’s equity in theime@f the LGI/GTIS Joint Ventures.

(b) Reflects amortization of the $0.7 million matikg related intangible asset (i.e., trade nambtsigrecorded in the GTIS Acquisitions. -
trade name rights have an estimated useful lithrgfe years based upon the timing of the majofitye forecasted revenues to be earned
the remaining development cycle of the LGI/GTISn§dientures’ communities. Amortization is recordmu a straightine basis. Pro forn
amortization expense was $0.2 million for the yereded December 31, 2012.

(c) Reflects the elimination of $2.4 milliaf management and warranty fees our Predecessmyechéo the LGI/GTIS Joint Ventures dur
the period pursuant to certain management sereigesements. The applicable management servicesragnés were terminated in connec
with the GTIS Acquisitions. The corresponding clesrgf $2.3 million and $0.1 million were recordedgeneral and administrative expe
and cost of sales, respectively, by the LGI/GTIBt)entures.
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Supplemental Management's Discussion and Analysis

Year Ended December 31, 2014 Compared to Pro Forméear Ended December 31, 2013

Pro forma Homes Sale©ur home sales revenues and closings by divisiothioyear ended December 31, 2014 and pro formeeho
sales revenues and closings by division for the gaded December 31, 2013 were as follows (doifatisousands, except average sales price

Pro Forma
Year Ended December 31, Year Ended December 31,
2014 2013
Revenues Closings Revenues Closings

Texas $ 255,35 1,57t $ 201,12: 1,35¢
Southwest 45,72t 27% 26,19: 17¢
Florida 43,37 25t 11,80( 77
Southeast 38,81« 25¢ 1,851 12
Total home sales $ 383,26 2,35¢ $ 240,96: 1,61
Other Financial and Operating Data: 2014 2013
Active communities at end of period 39 25
Average sales price of homes closed $ 162,67 $ 149,01
Gross margin $ 102,78 $ 61,13:
Gross margin 9% 26.£% 25.4%

(1) Gross margin is home sales revenues less costes!
(2) Calculated as a percentage of home sales revi

Home sales revenues for the year ended Decemb&034, were $ 383.3 million , an increase of $148iion , or 59.1%, from prc
forma home sales revenues of $241.0 milfenthe year ended December 31, 2013. The incrieaseme sales revenues is primarily due
45.7%increase in homes closed and an increase in thegevdiome sales price per home during the yeardeDédeember 31, 2014
compared to year ended December 31, 2013, on dopma basis. We closed 2,356 homes during the gaded December 31, 2014,
increase of 739 homes closed, or 45.7%, over #itrlhomes closed on a pro forma basis for the ge@ded December 31, 2013. This incr
was primarily due to more active communities in20ILhe average home sales price for the year ebdedmber 31, 2014 was $ 162,67ar
increase of $13,659 , or 9.2% , from the pro foamarage home sales price of $149,8d8year ended December 31, 2013. This increas
primarily due to changes in product mix and a galhefavorable pricing environment.

Pro forma Cost of Sales and Gross Margin (pro foimoane sales revenues less pro forma cost of salst of sales for the year en
December 31, 2014 was $280.5 million , an incredsgl00.7 million , or 56.0% , from pro forma cadtsales of $179.8 millioffor the yea
ended December 31, 2013. This increase is primdti/to a 739 -unit, or 45.7%ncrease in homes closed for the year ended DiaeeB1
2014 as compared to homes closed on a pro fornis foaghe year ended December 31, 2013. Grossim#ogthe year ended December
2014 was $102.8 million , an increase of $41.7iamill, or 68.1% , from pro forma gross margin of $6tillion for the year ended Decem
31, 2013. Gross margin as a percentage of home alenues was 26.8% for the year ended Decemb@034 as compared to 25.4%% the
year ended December 31, 2013, on a pro forma bHséincrease in gross margin as a percentageré tsales revenues reflects the hi
average home sales prices for the year ended Dexe®ib 2014 as compared to the year ended Dece®ihe2013, on a pro forma be
partially offset by increased construction costd higher lot costs.

Pro forma Selling ExpenseSelling expenses as a percentage of home salesuev/gvere 9.6%n each of the years ended Decembe
2014 and 2013 (on a pro forma basis). Selling expefior the year ended December 31, 2014 were $8Bign , an increase of $13.6 millign
or 59.1% , from pro forma selling expenses of $28illion for the year ended December 31, 2013. This incrisakegely due to the higk
number of home closings and the growth in activemainities for the year ended December 31, 2014@pared to the year ended Decer
31, 2013 on a pro forma basis. Sales commissiameased to $14.7 million from $8.0 million and adiging and direct mail costs increase
$8.6 million for the year ended December 31, 20tf$4.9 million for the year ended December 31,22®@n a pro forma basis.
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Pro forma General and Administrativ&eneral and administrative expenses as a percenfdysme sales revenues were 6.2%6the
year ended December 31, 2014 and pro forma geaedahdministrative expenses as a percentage dopma home sales revenues w6.3%
for the year ended December 31, 2013. The deciaageneral and administrative expenses as a pagerdf home sales revenues ref
leverage from the increase in home sales revenuesgd2014 and less accounting and professiona fieging 2014 as compared to tF
incurred in 2013 in connection with the ReorganaraflTransactions and financial reporting for th©IRGeneral and administrative exper
for the year ended December 31, 2014 were $23[omil an increase of $8.5 million , or 56.1%0om pro forma general and administra
expenses of $15.2 milliofor the year ended December 31, 2013. The inciieatbe amount of general and administrative expefsethe yee
ended December 31, 2014 as compared to the prafamount for the year ended December 31, 2013rsagty due to the higher number
home closings and active communities for 2014 ampesed to 2013, on a pro forma basis. As a reduth@® increased number of act
communities, we hired more employees during 2014.

Pro forma Operating Income and Pro forma Net Inco@perating income for the year ended December 314 2as $42.4 million ar
increase of $19.5 million , or 85.2% , from prorfar operating income of $22.9 million for the yeadedDecember 31, 2013. Net income
the year ended December 31, 2014 was $28.2 millamincrease of $6.5 million , or 30.2% , from jfwana net income of $21.7 millicior
the year ended December 31, 2013. The increasetimeome is primarily attributed to a 73®nit increase in homes closed and the incree
average home sales prices during the year 201dragared to 2013, on a pro forma basis, net ofrtbeease in income tax expense record
the year ended December 31, 2014, and increaseshga® associated with new communities.

Pro Forma Year Ended December 31, 2013 Compared Bro Forma Year Ended December 31, 2012

Pro forma Homes Sale®ur pro forma home sales revenues and closingsvisiah for the year ended December 31, 2013 ari®,
were as follows (dollars in thousands, unless eilser stated):

Pro Forma Year Ended December 31,

2013 2012

Revenues Closings Revenues Closings
Texas $201,12: 1,35¢ $ 128,29¢ 95¢
Southwest 26,19: 17¢ 15,07¢ 10z
Florida 11,80( 77 — —
Southeast 1,851 12 — —
Total home sales $ 240,96: 1,617 $ 143,37¢ 1,062
Other Operating Financial Data 2013 2012
Active communities at end of period 25 15
Average sales price of homes closed (in whole dg)lla $149,01¢ $135,00¢
Gross margir? $ 61,13: $ 39,14¢
Gross margin %) 25.2% 27.2%

(1) Gross margin is home sales revenue less costex
(2) Calculated as a percentage of home sales re

Pro forma home sales revenues for the year endedrbber 31, 2013 was $ 241.0 million , an incred$97.6 million , or 68.1% from
$143.4 million for the year ended December 31, 20h2 increase in pro forma home sales revenyasnigrily due to a 52.3%crease in pt
forma homes closed and an increase in the pro fewesage home sales price per home during 2018rapared to 2012. We closdgb1
homes during 2013, as compared to 1,062 homesdchiweng 2012. The pro forma average home sales gar 2013 was $149,018ar
increase of $ 14,010, or 10.4% , from the pro foawerage home sales price of $135,008 for 2012.

Pro forma Cost of Sales and Gross Margin (pro forneene sales revenue less pro forma cost of sal®).forma cost of sales for !
year ended December 31, 2013 1179.8 million , an increase of $75.6 million , &.5% , from $104.2 milliofior the year ended Decem
31, 2012. This increase is primarily due to a S%%t; or 52.3%, increase in pro forma homes closed for the yadeé December 31, 2013
compared to the year ended December 31, 2012 diticad pro forma costs of sales
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for the year ended December 31, 2013, include #8llfon related to the fair value step adjustment for real estate inventory sold in3
after the GTIS Acquisitions. Pro forma gross margin2013 was $61.1 million , an increase of $2&i0ion , or 56.2% , from$39.1 millior
for 2012. Pro forma gross margin as a percentadgmioie sales revenues was 25.4% for 2013 as comfmad3%for 2012. The decrease
pro forma gross margin as a percentage of homs salenues reflects the higher average home shbtes pffset by increased construc
costs, higher developed lot costs, investmentgwm markets, and the transition between communitign existing markets.

Pro forma Selling Expense®ro forma selling expenses as a percentage ofgoneaf home sales revenues were 9.6% and $08%he
years ended December 31, 2013 and 2012, respgctiMeé increase of pro forma selling expenses psreentage of pro forma home s
revenue was primarily due to startup expenseseetkat new community openings, outside commissiand,direct mail and internet marketi
Pro forma selling expenses for 2013 were $23.0anil] an increase of $9.7 million , or 72.4% , fr§i8.4 millionfor 2012. This increase
largely due to the higher number of pro forma harwesings and the growth in active communities for year ended December 31, 201
compared to the year ended December 31, 2012.dPnaafsales commissions increased to $8.0 milliemf$4.7 million and pro forn
advertising and direct mail costs were $4.9 millfon the year ended December 31, 2013 as compar&3.8 million for the year end
December 31, 2012, respectively.

Pro forma General and Administrativé2ro forma general and administrative expensespgsaentage of pro forma home sales reve
were 6.3% and 5.1%er the years ended December 31, 2013 and 2012ectgely. Pro forma general and administrativeesrges for 201
were $15.2 million , an increase of $7.8 millioor,106.1% , from $7.4 milliofior 2012. The increase in pro forma general andimidtrative
expenses is partially due to the higher numberoffprma home closings and active communities fit®as compared to 2012. As a resL
the increased number of active communities, wedhinere employees and acquired additional officespin addition, approximately $:
million of the $7.8 millionincrease during 2013, was attributable to accograimd professional fees and expenses incurredninextion witl
the Reorganization Transactions and financial rippfor the IPO.

Pro forma Operating Income and Pro forma Net IncorReo forma operating income for the year ended Déeerl, 2013 wa$22.¢
million , an increase of $4.5 million , or 24.3%rom $18.4 millionfor the year ended December 31, 2012. Net incoméhfo year ende
December 31, 2013 was $21.7 million , an incredsg8e! million , or 18.6% , from $18.3 millicior the year ended December 31, 2012.
increase is primarily attributed to a 55# increase in pro forma homes closed during 284 8ompared to 2012, net of increased exp
associated with new communities and additional gusibnal service fees and expenses incurred inection with the Reorganizati
Transactions and financial reporting for the IPO.

Non-GAAP Measures

In addition to the results reported in accordandd W.S. GAAP, we have provided information in tiisnual Report on Form 1R-
relating to “adjusted gross margin,” and “adjusERI TDA.”

Adjusted gross margi

Adjusted gross margin is a n@AAP financial measure used by management as alesnpptal measure in evaluating opere
performance. We define adjusted gross margin assgnoargin less capitalized interest and adjustmesgslting from the application
purchase accounting included in the cost of salrs. management believes this information is usekdause it isolates the impact
capitalized interest and purchase accounting adprsis have on gross margin. However, because adjgsbss margin information exclus
capitalized interest and purchase accounting adprst, which have real economic effects and coulglaich our results, the utility of adjus
gross margin information as a measure of our opgrgterformance may be limited. In addition, otkempanies may not calculate adju:
gross margin information in the same manner thatdaeAccordingly, adjusted gross margin informatghould be considered only a
supplement to gross margin information as a measfusar performance.

The following table reconciles adjusted gross nratgigross margin, which is the GAAP financial megashat our management belie
to be most directly comparable (dollars in thousand
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Pro Forma
Year Ended December 31, Year Ended December 31,
2014 2013 2012 2013 2012

Home sales $ 383,26¢f $ 160,060 $ 73,82( $ 240,96 $  143,37¢

Cost of sales 280,48: 121,32¢ 54,53: 179,83: 104,22¢

Gross margin 102,78 38,74 19,28¢ 61,13: 39,14¢

Purchase accounting adjustmefits 3,62( 3,52¢ — 3,52¢ —

Capitalized interest charged to cost of sales 1,70¢ 1,104 947 1,104 947

Adjusted gross margin $ 108,110 $ 4337 $ 2023 $ 65,76: % 40,09¢
Gross margin % 26.£% 24.2% 26.1% 25.2% 27.%
Adjusted gross margin 98 28.2% 27.1% 27.£% 27.2% 28.(%

(a) Adjustments result from the application of purchasmounting for the GTIS Acquisitions and the asiigin of Oakmont (collectively tt
"Acquisitions") and represent the amount of the ¥alue stepsp adjustments included in cost of sales for retdte inventory sold after the acquisi
dates.

(b) Calculated as a percentage of home sales rew
Adjusted EBITDA

Adjusted EBITDA is a norGAAP financial measure used by management as alesupptal measure in evaluating opere
performance. We define adjusted EBITDA as net inedmefore (i) interest expense, (ii) income taxé@g,depreciation and amortizatic
(iv) capitalized interest charged to cost of safespther income, net and (vi) adjustments resglfrom the application of purchase accoun
Our management believes that the presentationjo$tadl EBITDA provides useful information to invess regarding our results of operati
because it assists both investors and managemantlypzing and benchmarking the performance angeval our business. Adjusted EBITI
provides an indicator of general economic perforceathat is not affected by fluctuations in interesties or effective tax rates, levels
depreciation or amortization and items considecedet nonrecurring. Accordingly, our management believes thes measurement is use
for comparing general operating performance fromopeto period. Other companies may define adjugBUrDA differently and, as a rest
our measure of adjusted EBITDA may not be directiynparable to adjusted EBITDA of other companidthduigh we use adjusted EBITI
as a financial measure to assess the performanoardfusiness, the use of adjusted EBITDA is lichibcause it does not include cet
material costs, such as interest and taxes, negdssaperate our business. Adjusted EBITDA shdddconsidered in addition to, and not
substitute for, net income in accordance with GA&$ a measure of performance. Our presentation jasted EBITDA should not |
construed as an indication that our future reswltsbe unaffected by unusual or nonrecurring itei@sir adjusted EBITDA is limited as
analytical tool, and you should not consider itsalation or as a substitute for analysis of owutes as reported under GAAP. Some of t
limitations are:

e it does not reflect every cash expenditure, funeguirements for capital expenditures or contrdateanmitments, including for ti
purchase of land;

< it does not reflect the interest expense or thh caguirements necessary to service interest ncipal payments on our de

< although depreciation and amortization are aash charges, the assets being depreciated antizedavill often have to be replacec
require improvements in the future, and adjustetTER does not reflect any cash requirements fohseplacements or improvemel

* itis not adjusted for all nooash income or expense items that are reflectedristatements of cash flo\
» it does not reflect the impact of earnings or changsulting from matters we consider not to bé&ative of our ongoing operations; ¢

« other companies in our industry may calculateffedently than we do, limiting its usefulness asomparative measu
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Because of these limitations, our adjusted EBITAwd not be considered a measure of discretiocash available to us to inves
the growth of our business or as a measure of thedtwill be available to us to meet our obligatiolVe compensate for these limitation:
using our adjusted EBITDA along with other compamtools, together with GAAP measurements, tosadni the evaluation of operati
performance. These GAAP measurements include apgriaicome, net income and cash flow data. We tsageificant uses of cash flov
including capital expenditures, interest payments @ther non-recurring charges, which are not cedlin our adjusted EBITDA.

Adjusted EBITDA is not intended as an alternativenét income as an indicator of our operating perémce, as an alternative to
other measure of performance in conformity with GAAr as an alternative to cash flows as a meaduiguality. You should therefore n
place undue reliance on our adjusted EBITDA catedlausing this measure. Our GAARsed measures can be found in our consoli
financial statements and related notes includesirdisre in this Annual Report.

The following table reconciles adjusted EBITDA tet income, which is the GAAP financial measure thatmanagement believes tc
most directly comparable (dollars in thousands):

Pro Forma
Year Ended December 31, Year Ended December 31,
2014 2013 2012 2013 2012
Net income $ 2821 $ 21,737 % 9,86¢ % 21.66: $ 18,27:
Interest expense — 51 1 51 1
Income taxes 14,86¢ 1,06¢€ 15¢ 1,26( 34z
Depreciation and amortization 662 29t 18t 82( 745
Capitalized interest charged to cost of sales 1,70¢ 1,104 947 1,104 947
Purchase accounting adjustmefits 3,62( 3,52¢ — 3,52¢ —
Gain on remeasurement of interest in LGI/GTIS Joint
Ventures® — (6,44¢) — — —
Other income, net (708) (24) (279 (99) (21%)
Adjusted EBITDA $ 4835 $ 21,30¢ $ 1098 $ 28,32: % 20,09:
Adjusted EBITDA margin %° 12.6% 13.2% 14.9% 11.8% 14.(%

(a) Adjustments result from the application of purchaseounting for the Acquisitions and representaheunt of the fair value step adjustmen
included in cost of sales for real estate invensaig after the acquisition dates.

(b) This adjustment results from the non-recurring gacognized by us on the remeasurement of the 8esslers equity interest in the LGI/GTIS Jo
Ventures in connection with the GTIS Acquisitions.

(c) Calculated as a percentage of home sales rewv
Backlog

We sell our homes under standard purchase contrabish generally require a homebuyer to pay a dié@d the time of signing tl
purchase contract. The amount of the required degominimal (generally $1,000 or less). The défoare refundable if the homebuye
unable to obtain mortgage financing. We permitloamebuyers to cancel the purchase contract anthabtafund of their deposit in the ev
mortgage financing cannot be obtained within aadenperiod of time, as specified in their purchasetract. Typically our homebuyers prov
documentation regarding their ability to obtain tgage financing within 14 days after the purchas#ract is signed. If we determine that
homebuyer is not qualified to obtain mortgage fiiag or is not otherwise financially able to pursbahe home, we will terminate
purchase contract. If a purchase contract has e lbancelled or terminated within 14 days aftergbrchase contract has been signed,
the homebuyer has met the preliminary criterialitaim mortgage financing. Only purchase contrats are signed by homebuyers who |
met the preliminary criteria to obtain mortgageaficing are included in new (gross) orders.

Our “backlog”consists of homes that are under a purchase cottigcare signed by homebuyers who have met thl@mpnary criteriz
to obtain mortgage financing but have not yet dostince our business model is based on buildingedAroready homes before a purch
contract is signed, the majority of our homes iokb@g are complete. Ending backlog represents
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the number of homes in backlog from the previousodeplus the number of net orders (new ordershimmes less cancellations) gener
during the current period minus the number of howrlesed during the current period. Our backlog @t given time will be affected |
cancellations, the number of our active communiéesl the timing of home closings. Homes in baclkdog generally closed within one to 1
months, although we may experience cancellationsuothase contracts at any time prior to closimgs important to note that net orde
backlog and cancellation metrics are operatiorathar than accounting data, and should be used amla general gauge to eval
performance. Backlog may be impacted by customecaitions for various reasons that are beyondcountrol, and in light of our minim
required deposit, there is little negative impacthte potential homebuyer from the cancellatiothefpurchase contract. As of the dates set
below, our net orders, cancellation rate, and enbacklog homes and value were as follows (doilateousands):

Year Ended December 31,

Backlog Data 2014 2013 2012
Net orderg? 2,25¢ 1,08( 565
Cancellation rat& 31.%% 23.5% 26.6%
Ending backlog — homé3 152 19C 67
Ending backlog — valu@ $ 2706 $ 3009 $ 9,82

(1) Net orders are new (gross) orders for the purcbbemes during the period, as well as home sai¢racts acquired in the Oakmont Acquisition,
cancellations of existing purchase contracts duttiegperiod.

(2) Cancellation rate for a period is the total humbEpurchase contracts cancelled during the perisitlel by the total new (gross) orders for
purchase of homes during the period.

(3) Ending backlog consists of homes at the end opth@d that are under a purchase contract that imeteour preliminary financing criteria but hi
not yet closed. Ending backlog is valued at therea@h amount.

Land Acquisition Policies and Development

See discussion included in “Businesd.and Acquisition Policies and Development.”
Homes in Inventory

See discussion included in “BusinesdHomes in Inventory.”
Raw Materials

See discussion included in “BusinesRaw Materials.”
Seasonality

In all of our regions, we have historically expeded similar variability in our results of operatsoand in capital requirements fr
quarter to quarter due to the seasonal natureeohtimebuilding industry. We generally close morenés in our second, third and fot
quarters. Thus, our revenue may fluctuate on atepyarbasis and we may have higher capital requérgsiin our second, third and fot
guarters in order to maintain our inventory lev@sr revenue and capital requirements are genesitlifar across our second, third and fo

quarters.

As a result of seasonal activity, our quarterlyutessof operation and financial position at the @fdh particular quarter, especially
first quarter, are not necessarily representatiiheresults we expect at year end. We expecstasonal pattern to continue in the long term

Liquidity and Capital Resources
Overview

As of December 31, 2014, we had $3tndlion of cash and cash equivalents. Cash flowsefich of our active communities depent
the status of the development cycle and can d#tdrstantially from reported earnings. Early stageslevelopment or expansion req|
significant cash outlays for land acquisitions,datevelopment, plats, vertical development, cowsivn of sales offices, general landsca,
and other amenities. Because these costs are aooemtpof our inventory and are not recognized insiatement of operations until a hc
closes, we incur significant cash outflows prior¢oognition of revenues. In the later
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stages of an active community, cash inflows magiaantly exceed revenues reported for financiatesment purposes, as the costs assor
with home and land construction were previouslyined.

Our principal uses of capital are operating expgnksd and lot purchases, lot development, honmstaoaction, interest costs on
indebtedness and the payment of various liabilitiesddition, we may purchase land, lots, hometeuonstruction or other assets as par
business combination.

We generally rely on our ability to finance our ogtéons by generating operating cash flows, bomgwiinder our secured revolv
credit facility and/or utilizing the proceeds froime issuance of the Convertible Notes. As neededwill consider accessing the debt
equity capital markets as part of our ongoing styat We also rely on our ability to obtain performoa, payment and completion surety be
as well as letters of credit to finance our prgject

We believe that we will be able to fund our currantl foreseeable liquidity needs for at least te twelve months with our cash
hand, cash generated from operations, and caslctexp&o be available from our secured revolvingditréacility, including any futur
modifications.

Secured Revolving Credit Facility

In April 2014, we entered into a credit agreemeithva syndication of lenders and Texas Capital Baxational Association, .
administrative agent and letter of credit issube (tCredit Agreement”). The Credit Agreement pr@ador a $135.0 milliorsenior secure
revolving credit facility, which can be increaseddur request, to $200.0 milliansubject to the terms and provisions of the Cradittemen
On July 31, 2014, amounts available to us undeCtleelit Agreement were increased by $40.0 millm$175.0 million, and on September .
2014, amounts available to us under the Credit ément were increased from $175.0 million to $208illion , in each case, in accorda
with the accordion feature of the Credit Agreement.

The Credit Agreement matures on April 28, 2017.rBaings under the credit facility are limited teethorrowing base, which is basec
the loan value of the pool of collateral in whi¢te tenders have a security interest. We may adddspwacant lots, land, and acquisition
development projects to the pool of collateral tigto April 28, 2015. The loan value of speculativi$es, presold houses, model hous
vacant lots, land, and acquisition and developrpeojects is adjusted based on formulas with resfmeetich of those categories of collate
the loan value of the collateral decreases baseth@mmount of time such collateral is in the baing base. Subsequent to this date
through April 28, 2016, advances will continue t® made for assets previously included in the pdalotlateral as they move into higl
funding categories. Pr&eld homes may remain in the borrowing base fotougne year. Speculative homes may remain in theotwing bas
for up to 18 months Vacant lots, land and acquisition and developnpeafects may remain in the borrowing base for auphtree years.
December 31, 2014, the borrowing base was $200I®mj of which $139.4 million was outstanding atite remaining $60.6 milliomas
available to borrow.

The Credit Agreement contains various financialer@nts including a minimum EBITDA to debt servicayments ratio; a debt
capitalization ratio; a leverage ratio; liquidigtio; ratio of value of all land, lots, and acqtitsi and development projects to net worth; a
net worth ratio. In addition, the Credit Agreemenntains various covenants that, among other césins, limit the amount of our additiol
debt.

On September 30, 2014, certain provisions of thediCrAgreement were modified and supplemented. mMibdification of the Cred
Agreement increased each of the Combined Acquisiéiad Development (“A&D”and Entitled Land Subfacility, the Combined A&D,,tHEed
Land and Lot Inventory Subfacility, and the Entitleand Subfacility, modified certain of the Credigreement financial covenants, which
generally tested on a quarterly basis, and allowpdio $85.0 millionof unsecured subordinated indebtedness. In additlmn debt t
capitalization ratio, leverage ratio, EBITDA ratiad liquidity rate required were also modified. Gacured revolving credit facility requires
to maintain a minimum EBITDA to debt service rabio4.0 to 1.0, debt-taapitalization ratio not to exceed 0.60 to 1.0 artdngible net wor
of not less than $145.0 million plus 100% of thépr@ceeds of any issuances of stock or other gintirests of ours or any of our subsidie
(an “Obligated Party”)dther than to another Obligated Party) after Ap€ilL4, plus 50% of the amount of our net incomeaansolidate
basis (but without deduction for any net loss), dach fiscal quarter ending after April 2014. Thedd facility also requires us to maintai
leverage ratio of not more than 1.75 to 1.0 anch&intain liquidity in excess of $40.0 million efta@ December 31, 2014. Mecember 3:
2014 , we were in compliance with all of the covesacontained in the Credit Agreement.

Convertible Notes

In November 2014, we issued $85.0 milliaggregate principal amount of our 4.25% Convertittdées due 2019. The Convertible N«
mature on November 15, 2019 and bear interestateaof 4.25%, payable semiannually each yearnbéatg on May 15, 2015. Prior to M
15, 2019, the Convertible Notes will be convertibldy upon satisfaction of any of the specified wansion events. On or after May 15, 2(
note holders can convert their Convertible Noteangttime at their option.
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As issued, the conversion of the Convertible Natesy only be settled in stock. Upon receipt of stadbler approval of the flexik
settlement provisions of the Convertible Notes, @uavertible Notes will be convertible into cashases of common stock, or a combina
thereof, at our election. We have sole discretmmejuest stockholder approval for the flexiblelsetent feature, however there can b
assurance that the stockholders will approve thelile settlement feature. The initial conversiateris 46.4792 shares of our common ¢
for each $1,000 principal amount the Convertibléespwhich represents an initial conversion pritapgproximately $21.52 per share of
common stock. The conversion rate is subject tastidjents upon the occurrence of certain specifredts.

Notes payable in our accompanying consolidatechfirz statements include $76.5 million which is faeg value of the$85.0 millior
aggregate principal amount of Convertible Notegésls the fair value was determined using a discoatetof 6.6% based on the rate of re
investors would require for a similar liability, dmeflects an $8.5 million discount. $5.5 milliaf the remaining proceeds was recorde
additional paid-in capital to reflect the equityngoonent of the Convertible Notes and $3.0 millieas recorded as a deferred tax liability.
carrying amount of the Convertible Notes is beiograted over the term to maturity. The net procdeats the offering were approximat
$82.0 million . Of the $3.0 million of debt issuancosts, $2.7 million were allocated to the liapitomponent and the remaini§.3 millior
was allocated as an offset to the equity compooktite Convertible Notes.

Concurrent with the issuance of the ConvertibleeNptve utilized, approximately $16.6 milliaf the net proceeds from the sale of
Convertible Notes to repurchase 1.0 million sharksur common stocko be held as treasury stoCkhe remaining net proceeds fr
issuance of the Convertible Notes have been usethéopurchase of land and lots and general compgrarposes, including repaymen
borrowings under our secured revolving credit fgcil

Letters of Credit, Surety Bonds and Financial Gudesgs

We are often required to provide letters of crediitl surety bonds to secure our performance undestremtion contracts, developm
agreements and other arrangements. The amountlofodligations outstanding at any time varies icoagance with our pending developr
activities. In the event any such bonds or lettérsredit are drawn upon, we would be obligatedeimburse the issuer of such bonds or le
of credit.

Under these letters of credit, surety bonds anainfital guarantees, we are committed to perfornacedevelopment and construct
activities and provide certain guarantees in themab course of business. Outstanding letters ddigreurety bonds and financial guaran
under these arrangements, totaled $7illion as of December 31, 2014. Although signifitdevelopment and construction activities haven
completed related to the improvements at theses, gte letters of credit and surety bonds are ratally released until all development
construction activities are completed. We do ndieke that it is probable that any outstandingelettof credit or surety bonds, letters of ci
or financial guarantees as of December 31, 2014bwitrawn upon.

Cash Flows
Year Ended December 31, 2014 compared to Year Hddeember 31, 2013

Net cash used in operating activities during thaeryanded December 31, 2014 was $173.2 million agpaoced to $54.%nillion during
the year ended December 31, 2013. The $118.7 milliorease in net cash used in operating actiwtias primarily attributable to $123.¢
million net increase in real estate inventory for the wealed December 31, 2014 as compared to the yead é&wkember 31, 2013. We m
land and finished lot purchases in all of our dosis with the majority of purchases in Texas. Nethcused in operating activities is parti
offset by an $6.5 million increase in net incom&@14.

Net cash used in investing activities during tharyended December 31, 2014 was $16.4 million agpeoed to $31.3nillion used it
investing activities during the year ended DecenBier2013. Net cash used of $15.2 milliwas associated with the Oakmont acquis
during the year ended December 31, 2014 as compare@t cash payment of $30.1 milli@luring the year ended December 31, :
associated with the GTIS Acquisitions.

Net cash provided by financing activities totale&.9 million during the year ended December 31428s compared to $132llion
during the year ended December 2013. The $34.lomilhcrease in net cash provided by financingvét@s is primarily due to the ($83.(
million increase in net borrowings from our secured créatility in the year ended December 31, 2014 asp=zoed to the year enc
December 31, 2013; (ii) the issuance of $85.0 amiltaggregate principal amount of Convertible Notgsch are offset by approximateBi6.¢
million of the net proceeds from the sale of the Convertitibtes to repurchase 1.0 million shares of ourrsomstock. Net cash provided
financing activities in 2013 included $113.9 miliiof net proceeds
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received from the sale of the Compangbmmon stock in the IPO, net of $11.2 millioruaflerwriting discounts and commissions and offe
related expenses.

Year Ended December 31, 2013 compared to Year Hddeember 31, 2012

Net cash used in operating activities during tharyended December 31, 2013 was $54.5 million agpeosd to $4.7 millioruring the
year ended December 31, 2012. "$49.8 million increase in net cash used in opegadictivities was primarily attributable to$88.6 millior
net increase in land and finished lots inventonytfe year ended December 31, 2013 as compardxb tpear ended December 31, 2012.
made land and finished lot purchases in all ofdivisions with the majority of purchases in Tex@ke net cash used in operating activiti¢
also offset by an $11.9 million increase in nebme.

Net cash used in investing activities was $31.3ionilduring the year ended December 31, 2013 agaced to $2.6 milliorused i
investing activities during the same period in 20TBe increase in cash used in investing activiseprimarily the result of the net c:
payment of $30.1 million associated with the GTIGAisitions.

Net cash provided by financing activities totalek8%.7 million during the year ended December 31,328s compared t$9.3 millior
during the same period in 2012. The increase irtagh provided by financing activities is primamdye to $113.9 million of proceeds recei
from the sale of stock in the IPO, net of $11.2ioml of underwriting discounts and commissions affdring related expenses, $15.8 millior
contributions received from non-controlling inteésesand a $20.9 million net increase in outstandioigs payable.

Off-Balance Sheet Arrangements

In the ordinary course of business, we enter iat@ loption contracts in order to procure lots fa tonstruction of our homes. We
subject to customary obligations associated witterémg into contracts for the purchase of land angroved lots. These purchase contt
typically require cash deposits and the purchaseroperties under these contracts is generallyimgent upon satisfaction of cert
requirements by the sellers, including obtainingliapble property and development entitlements. ¢e utilize option contracts with la
sellers as a method of acquiring lots and landdgesd takedowns, to help us manage the financihhearket risk associated with land holdi
and to minimize the use of funds from our corpofatancing sources. Option contracts generally ireqa nonrefundable deposit for the rig
to acquire lots over a specified period of timprtdetermined prices. We generally have the righuatdiscretion to terminate our obligatic
under both purchase contracts and option conttactiorfeiting our cash deposit with no further firtgal obligations to the land seller.
addition, our deposit may also be refundable iflimel seller does not satisfy all conditions precedn the respective contract. As of Decer
31, 2014, we had $9.6 million of cash depositsgieirig to land option contracts and purchase cotsréor 3,921lots with an aggregs
purchase price of $86.3 million . Approximately $Tillion of the cash deposits as of December 31, 2014 kedeto purchase contracts
deliver finished lots and these deposits are redblelunder certain circumstances and secured Igyrinily mortgages on the related property.

Our utilization of land option contracts is depemtden, among other things, the availability of lasdllers willing to enter into opti
takedown arrangements, the availability of capitafinancial intermediaries to finance the develepmof optioned lots, general hous
conditions, and local market dynamics. Options rhaymore difficult to procure from land sellers imosg housing markets and are
prevalent in certain markets.

Inflation

Our business can be adversely impacted by inflagwimarily from higher land, financing, labor, reatl and construction costs.
addition, inflation can lead to higher mortgagesatvhich can significantly affect the affordalyilaf mortgage financing to home buyers.

Contractual Obligations Table

The following is a summary of our contractual obtigns as of December 31, 2014 and the effect ebtpations are expected to h:
on our liquidity and cash flows in future periods.
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Payments due by period (dollars in thousands)

Less
than 1-3 3-5 More than
Contractual Obligations Total 1 year years years 5 years
Borrowings:
Credit Facility @ $ 139,40: $ 67,94¢ $ 71,458 $ — $ =
Convertible Note® 85,00( — — 85,00( —
Inventory related obligatiori@
7,27¢ 18¢ 40k 44k 6,23¢
Interest and fee&) 35,57+ 10,20: 13,93° 7,894 3,54(
Consulting agreement® 19¢ 11¢F 83 — —
Operating leases 2,201 60& 1,20¢ 39¢ —
Total $ 269,65¢ $ 79,06: $ 87,08t $ 93,73t $ 9,77¢

(a) Represents borrowings under our $200.0 million icredility which are limited to the borrowing basand is based on the loan value of the po
collateral in which the lenders have a securitgrest. The Credit Facility matures on April 28, 20The Company may add houses, vacant lots,
and acquisition and development projects to itd pbaollateral through April 28, 2015. The loanlwa of speculative houses, meld houses, moc
houses, vacant lots, land, and acquisition andldprent projects is adjusted based on formulas wmgpect to each of those categories of colla
the loan value of the collateral decreases basethi@amount of time such collateral is in the baing base. See Note ‘ONotes Payablé to oul
consolidated financial statements included in Rdém 8 of this Annual Report on Form 10-K forditiional information regarding our long-term debt.

(b) Represents $85.0 million aggregate principal amofimiur 4.25% Convertible Notes due 2019. The Cdible Notes mature on November 15, 2(
See Note 9 Notes Payablé to our consolidated financial statements includedPart 1l Item 8 of this Annual Report on Form K(for additiona
information regarding our long-term debt.

(c) The Company owns lots in certain communitieg have Community Development Districts (“CD@) similar utility and infrastructure developm
special assessment programs that allocate a fixedigt of debt service associated with developmetitiies to each lot. Such obligations represe
non-cash cost of the lots.

(d) Interest on our credit facility accrues at definadiable rates based on LIBOR with a floor rate8a5% as of December 31, 2014. Fees on the (
Facility are approximately $1.1 million per yeartdrest on our Convertible Notes accrues at a fiaéslof 4.25% per year and is payable semianr
beginning on May 15, 2015 through November 15, 20d@ntory related obligations for infrastructulevelopment attached to the land are subje
a fixed interest rate generally ranging from 5.00%%.21%, typically payable over a 30 year peramtj are ultimately assumed by the homebuyer
home sales are closed.

(e) We have two consulting agreements that requiren@jthly installments of $10,000 through February 2615 and (b) monthly installments of $8,
through October 2016. These are non-interest kgpabiigations.

In connection with the Oakmont acquisition, we releal an earnout obligation on the acquisition ddtapproximately$2.2 millior
which was determined based on the forecasted nuwfbRome closings. The actual amount of the earmoay be more or less than
estimated amount and will be based on the actuabeu of homes closed from the acquired assetshantiniing of the home closings from
acquisition date through December 31, 2017. We haténcluded this obligation in the table above.

Critical Accounting Policies

Discussed below are accounting policies that wébelare critical because of the significance @ #ctivity to which they relate
because they require the use of significant juddrimetheir application.

Revenue Recognitic

Home Sales In accordance with ASC Topic 360—2Real Estate Salesevenues from home sales are recorded at the ttie lrom
sale is closed, title and possession are transféaréhe buyer, and the Company has no significantinuing involvement with the hon
Home sales proceeds are generally received frontittkecompany within a few days from closing. Horsales are reported net of si
discounts and incentives granted to homebuyersshwdiie primarily sellepaid closing costs. The profit we record on eacméngale is bas
on the calculation of cost of sales, which is dejgen on our allocation of costs, as described imenuetail in “—Real Estate Inventory a
Cost of Home Sales” below.

Real Estate Inventory and Cost of Home S
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Inventory consists of land, land under developménished lots, sales offices, homes in progress @mmpleted homes. Inventory
stated at cost unless the carrying amount is détedmot to be recoverable, in which case inveni®gyritten down to fair value.

Preacquisition costs, land, development and otheregptajosts, including interest and property taxesyired during development ¢
home construction, and net of expected reimbursesredrdevelopment costs, are capitalized to reatesnventory. Pracquisition costs, lal
development and other common costs that benefitiee community, including field construction stygision and related direct overhead,
allocated to individual lots or homes, as apprdprian a pro rata basis which we believe approx@mtie costs that would be determined t
an allocation method based on relative sales vaineg the individual lots or homes within a comityiare similar in value.

Changes to estimated total development costs subsetp initial home closings in a community arlee@dted to the remaining uns
homes in the community on a prospective basis. Hoomstruction costs and related carrying chargesaliocated to the cost of individ
homes using the specific identification method anel capitalized as they are incurred. Capitalir¢erést, property taxes, and other carr
costs are generally capitalized to real estatenitorg from the point development begins to the poomstruction is completed. Costs assoc
with homes sold are charged to cost of sales simetiusly with revenue recognition.

Impairment of Real Estate Inventorier accordance with ASC Topic 36Broperty, Plant, and Equipmentreal estate inventory
evaluated for indicators of impairment by each camity during each reporting period. In conducting ceview for indicators of impairme
on a community level, we evaluate, among othergthinthe margins on homes that have been delive@dmunities with slow movir
inventory, projected margins on future home salex ¢he life of the community, and the estimateid value of the land. We pay partict
attention to communities in which inventory is muyiata slower than anticipated absorption pace and cariti®si whose average sales pr
and/or margins are trending downward and are aatied to continue to trend downward. Due largelth®relatively short development :
construction periods for our communities and ouwwdh, we have not experienced circumstances duzdityd, 2013 and 2012, that
indicators of impairment. Our future sales and rimrgnay be impacted by our inability to realize thamed growth, increased cost associ
with holding and developing land, local economictéas, pressure on home sales prices, and insrfi@ccess to labor and material
reasonable costs. For individual communities wittidators of impairment, we perform additional gsi& to estimate the communigy’
undiscounted future cash flows. If the estimatedissounted future cash flows are greater than &meg/ing value of the asset, no impairn
adjustment is required. If the undiscounted casvdlare less than the assatarrying value, the asset is impaired and ig&ritdown to its fa
value. We estimate the fair value of communitidgagia discounted cash flow model; changes to tipeebed cash flows may lead to changs
the outcome of our impairment analysis.

The life cycle of a community generally ranges friimee to five years, commencing with the acquisitf land, continuing through t
land development phase, and concluding with thetcoction, sale, and delivery of homes. A cons&ddiome is used as the community ¢
office during the life of the community and therdsdActual individual community lives will vary bed on the size of the community, the s
absorption rate, and whether we purchased the gyopg raw land or finished lots.

Impairment of land and land under developmeRor raw land, land under development and comglébés that our managem:
anticipates will be utilized for future homebuildirctivities, the recoverability of assets is meadiby comparing the carrying amount of
assets to future undiscounted cash flows expeotée generated by the assets based on home saisistent with the evaluation of opera
communities discussed above. As of December 314,20& had not identified any raw land, land undevedopment or completed lots t
management intends to market for sale to a thirtypa

Pre-acquisition costs and controlled lots not own&ude enter into land deposit and option agreemientise ordinary course of busin
in order to secure land for the construction of berim the future. Pursuant to these land optioaeagents, we typically provide a deposit tc
seller as consideration for the right to purchasel lat different times in the future, usually atdmtermined prices. We do not have title tc
property and our obligations with respect to theaspcontracts are generally limited to the forfiedt of the related nonrefundable cash depc

To the extent that any deposits are nonrefundahikethe associated land acquisition process is tet@il or no longer determir
probable, the deposit and any related aquisition costs (e.g. due diligence costs) asrggd to other income, net. We review the likeld
of the acquisition of contracted lots in conjunatigith our periodic real estate impairment analysis

Warranty Reserves

We typically provide homebuyers with a one-yearnamaty on the house and a teear limited warranty for major defects in struet
elements. Estimated future direct warranty costsaacrued and charged to cost of sales in conmegitb our home
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sales. In addition, prior to November 13, 2013, dach home sold by the LGI/GTIS Joint Ventures,wege obligated to fund the warra
costs of the LGI/GTIS Joint Ventures under the eetige management services agreements and we tedllacovarranty fee of $250 from
LGI/GTIS Joint Ventures.

Our warranty liability is based upon historical waarty cost experience on a per house basis estabilisased on (i) trends in histor
warranty payment levels, (ii) the historical rargfeamounts paid per house, (iii) any warranty exiitemes not considered to be normal
recurring and is adjusted as appropriate to refjeetitative risks associated with the types of berhuilt, the geographic areas in which -
are built, and potential impacts of our expansiOnr analysis also considers improvements in qualigtrol and construction technig
expected to impact future warranty expendituresthadexpertise of our personnel. Our warranty researe reviewed quarterly to asses:
reasonableness and adequacy and we make adjustméhésbalance of the pesisting reserves, as needed, to reflect changéasnds an
historical data as information becomes available.

Business Combinatior

We account for businesses we acquire in accordaitbeASC 805. Under the purchase method of accagntihe assets acquired .
liabilities assumed are recorded at their estiméd@dvalues. Any excess of the purchase consieratver the net fair values of tangible
identified intangible assets acquired less liab#itassumed is recorded as goodwill. Our reportednie from an acquired company inclt
the operations of the acquired company from thecéiife date of acquisition. Contingent consideratis recorded at fair value at
acquisition date; in subsequent periods any chantfee fair value of the contingent consideratismécognized in the income statement as
of sales.

Goodwill

We record goodwill associated with our acquisitiofidusinesses when the consideration paid exdbed&ir value of the net tangil
and identifiable intangible assets acquired. Wduata our goodwill balances for potential impairmen an annual basis. The current guid
allows an entity to assess qualitatively whethés itecessary to perform step one of a prescriveestep annual goodwill impairment test. I
entity believes, as a result of its qualitativeegssnent, that it is more likely than not that thie ¥alue of a reporting unit exceeds its carr
amount, the two-step goodwill impairment test is regjuired.

Taxes

We utilize the liability method of accounting farcome taxes. Under the liability method, defereedassets and liabilities are recogn
using enacted tax rates for the effect of tempodiffierences between the book and tax bases ofdedoassets and liabilities. Deferred
assets are reduced by a valuation allowancesfritare likely than not that some portion or altlté net deferred tax assets will not be real
Our ability to realize deferred tax assets is assgshroughout the year and a valuation allowas@stablished, if required. We recognize
impact of a tax position only if it is more likethan not to be sustained upon examination basetieotechnical merits of the position. '
recognize potential interest and penalties reliadhcertain tax positions in income tax expenseapplicable.

Implications of Being an Emerging Growth Company

We are an “emerging growth compangs defined in the Jumpstart Our Business Startup®#®2012, or the JOBS Act. Thus, we
not required to provide more than two years of #adfinancial statements, selected financial dathralated ManagemestDiscussion ar
Analysis of Financial Condition and Results of Ggiiems in this Annual Report. For as long as wearemerging growth company, unl
other public companies, we will not be required to:

» provide an attestation and report from our ardiopn managemestassessment of the effectiveness of our systdniesha
control over financial reporting pursuant to Sect#®4(b) of the Sarbanes-Oxley Act;

» comply with certain new requirements adopted byRGEAOB

» comply with certain new audit rules adopted byR@AOB after April 5, 2012, unless the SEC determiogerwise

» provide disclosures regarding executive compensaéiquired of larger public companies;

» obtain stockholder approval of any golden paracpatgments not previously approv

We intend to take advantage of all of these exempti
We will cease to be an emerging growth company vamnof the following conditions apply:
» we have $1.0 billion or more in annual reven
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* atleast $700 million in market value of our goon stock are held by naffiliates
» we issue more than $1.0 billion of non-convéetitlebt over a thregear period; ¢
» the last day of the fiscal year following the fifihniversary of our initial public offering has pad

In addition, an emerging growth company can deisyadoption of certain accounting standards ulntié standards would otherw
apply to private companies. However, we have chésénpt out” of such extended transition period, and as a reseltwill comply with an
new or revised accounting standards on the reledaes on which noamerging growth companies must adopt such standaeatsion 107 «
the JOBS Act provides that our decision to optafuhe extended transition period for complyinghuitew or revised accounting standare
irrevocable.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCL OSURES ABOUT MARKET RISK

Our operations are interest rate sensitive. As alvliousing demand is adversely affected by in@eas interest rates, a signific
increase in mortgage interest rates may negatiaigct the ability of homebuyers to secure adeqtiancing. Higher interest rates co
adversely affect our revenues, gross margin andngete. We do not enter into, or intend to entéo,i derivative financial instruments
trading or speculative purposes.

Quantitative and Qualitative Disclosures About Inteest Rate Risk

We utilize both fixed-rate debt ($85.0 million aggate principal amount of our 4.25% Convertible d$ptand variableate debt, (ot
$200.0 million secured revolving credit facilityy @art of financing our operations. As issued, adhaversion of our fixedate Convertibl
Notes can only be settled in shares of our comnmrksand are not subject to interest rate riskstralild not have a significant impact. We
not have the obligation to prepay our fixede debt related to inventory obligations priomtaturity, and, as a result, interest rate risk
changes in fair market value should not have aifsignt impact on our fixedate debt until, and if, we are required to reficeait. We ar
exposed to market risks related to fluctuationmtarest rates on our outstanding variable ratebtetdness. We did not utilize swaps, forv
or option contracts on interest rates or commaalitier other types of derivative financial instrunsemas of or during the year eni
December 31, 2014. We have not entered into anérly do not hold derivatives for trading or spletive purposes, but we may do so in
future. Many of the statements contained in thitise are forward looking and should be read injaoction with our disclosures under
heading “Cautionary Statement about Forward-Lool8tafements” in Item 1A. Risk Factors.

As of December 31, 2014, we had $139.4 milladrvariable rate indebtedness outstanding underexglving credit facility. All of th
outstanding borrowings under our credit facilityatsvariable rates based on LIBOR, or subject tingarest rate floor. The interest rate for
variable rate indebtedness as of December 31, 2@K43.75%. A hypothetical 100 basis point increase in therage interest rate on «
variable rate indebtedness would increase our anmmeaest expense based on the current outstardilegce by approximately $1.4 million .

Based on the current interest rate managementigmhice have in place with respect to our outstapdidebtedness, we do not beli
that the future interest rate risks related to existing indebtedness will have a material advérggact on our financial position, results
operations or liquidity.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
T he Board of Directors and Shareholders of LGI Hanes

We have audited the accompanying consolidated balsimeets of LGl Homes, Inc. as of December 314 20l 2013, and the related
consolidated statements of operations, equity,castl flows for each of the three years in the peginded December 31, 2014. These financic
statements are the responsibility of the Compamgsagement. Our responsibility is to express aniopion these financial statements based
on our audits. With respect to the period from Zapd, 2013 through November 13, 2013 and for #er ynded December 31, 2012, we did
not audit the financial statements of: LGI - GTI8ItHngs, LLC; LGI - GTIS Holdings Il, LLC; LGI - GTS Holdings Ill, LLC; and LGI- GTIS
Holdings 1V, LLC (collectively GTIS Entities), whicentities are limited liability companies in whitte Company had equity interests. In the
consolidated financial statements, the Companyshioned investment in the GTIS Entities is state#i4att46,302 as of December 31, 2012,
and the Company’s equity in the net income of tiéSCEntities is stated at $4,286,639 for the pefioth January 1, 2013 through November
13, 2013 and $1,526,464 for the year ended DeceBihe2012. Those statements were audited by otltBtors whose reports have been
furnished to us, and our opinion, insofar as ted to the amounts included for the GTIS Entiiebased solely on the reports of the other
auditors.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBioUnited States). Those standard:
require that we plan and perform the audit to ebtagsonable assurance about whether the finataiaiments are free of material
misstatement. We were not engaged to perform ai afuithe Company’s internal control over finanaiaporting. Our audits included
consideration of internal control over financigbogting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrarofinancial reporting. Accordingly, we
express no such opinion. An audit also includesnéxiag, on a test basis, evidence supporting theusts and disclosures in the financial
statements, assessing the accounting principlesarsg significant estimates made by managementgaadating the overall financial
statement presentation. We believe that our aadisthe reports of other auditors provide a reaslertzasis for our opinion.

In our opinion, based on our audits and the repadrtgher auditors, the financial statements refééto above present fairly, in all material
respects, the consolidated financial position of HBmes, Inc. at December 31, 2014 and 2013, amddhsolidated results of its operations
and its cash flows for each of the three yearhénperiod ended December 31, 2014, in conformith WiS. generally accepted accounting
principles.

/sl Ernst & Young LLP

Houston, Texas
March 12, 2015
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
LGI-GTIS Holdings, LLC and Subsidiaries

We have audited the accompanying consolidated balsineets of LGI-GTIS Holdings, LLC and Subsidisu(ie “Company”) as of
November 13, 2013 and December 31, 2012, and thtedeconsolidated statements of operations, mes’ equity, and cash flows for the
period from January 1, 2013 through November 13324hd the year ended December 31, 2012. Theselitatsd financial statements are
responsibility of the Company’'management. Our responsibility is to expresspamian on these consolidated financial statemeaget on ot
audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thestamobtain reasonable assurance about whetheptisolidated financial statements are fre
of material misstatement. We were not engagedtiome an audit of the Company’s internal controleofinancial reporting. An audit
includes consideration of internal control oveafigial reporting as a basis for designing audit@dares that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An audifudes examining, on a test basis, evidence stippdhe amounts and disclosures in the
consolidated financial statements. An audit alstuitles assessing the accounting principles usedigndicant estimates made by
management, as well as evaluating the overall dioladed financial statement presentation. We belignat our audits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all maienégpects, the consolidated financial
position of LGI-GTIS Holdings, LLC and SubsidiarigsNovember 13, 2013 and December 31, 2012, anck8ults of their operations and
their cash flows for the period from January 1,2@irough November 13, 2013 and the year endedleee31, 2012, in conformity with
U.S. generally accepted accounting principles.

/s/ Armanino LLP

San Ramon, California
March 31, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
LGI-GTIS Holdings II, LLC and Subsidiaries

We have audited the accompanying consolidated balsineets of LGI-GTIS Holdings II, LLC and Subsiiia (the Company) as of
November 13, 2013 and December 31, 2012, and thtedeconsolidated statements of operations, mes’ equity, and cash flows for the
period from January 1, 2013 through November 13324hd the year ended December 31, 2012. Theselitatsd financial statements are
responsibility of the Company’'management. Our responsibility is to expresspamian on these consolidated financial statemeaget on ot
audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBigUnited States). Those
standards require that we plan and perform thestmbtain reasonable assurance about whetheptisolidated financial statements are fre
of material misstatement. We were not engagedtiome an audit of the Company’s internal controleofinancial reporting. An audit
includes consideration of internal control oveafigial reporting as a basis for designing audit@dares that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An audifudes examining, on a test basis, evidence stippdhe amounts and disclosures in the
financial statement. An audit also includes assgsfie accounting principles used and significatiheated made by management, as well as
evaluating the overall consolidated financial stetat presentation. We believe that our audits pieai reasonable basis for our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenégpects, the consolidated financial
position of LGI-GTIS Holdings I, LLC and Subsidiaes at November 13, 2013 and December 31, 2012thenicbsults of their operations and
their cash flows for the period from January 1,2@irough November 13, 2013 and the year endedileee31, 2012, in conformity with
U.S. generally accepted accounting principles.

/s/ Armanino LLP

San Ramon, California
March 31, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
LGI-GTIS Holdings Ill, LLC and Subsidiaries

We have audited the accompanying consolidated balsineets of LGI-GTIS Holdings Ill, LLC and Subsidks (the Company) as of
November 13, 2013 and December 31, 2012, and thtedeconsolidated statements of operations, mes’ equity, and cash flows for the
period from January 1, 2013 through November 13324hd the year ended December 31, 2012. Theselitatsd financial statements are
responsibility of the Company’'management. Our responsibility is to expresspamian on these consolidated financial statemeaget on ot
audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thestmbtain reasonable assurance about whetheptisolidated financial statements are fre
of material misstatement. We were not engagedtiome an audit of the Company’s internal controleofinancial reporting. An audit
includes consideration of internal control oveafigial reporting as a basis for designing audit@dares that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An audifudes examining, on a test basis, evidence stippdhe amounts and disclosures in the
consolidated financial statements. An audit alstuitles assessing the accounting principles usedignidicant estimates made by
management, as well as evaluating the overall dioladed financial statement presentation. We belighat our audits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenégpects, the financial position of LGI-
GTIS Holdings Ill, LLC and Subsidiaries at Novemti&; 2013 and December 31, 2012, and the resulteofoperations and their cash flows
for the the period from January 1, 2013 through éolrer 13, 2013 and the year ended December 31, ROd@nformity with U.S. generally
accepted accounting principles.

/s/ Armanino LLP

San Ramon, California
March 31, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
LGI-GTIS Holdings IV, LLC and Subsidiaries

We have audited the accompanying consolidated balsineets of LGI-GTIS Holdings IV, LLC and Subsiiia (the “Company”) as of
November 13, 2013 and December 31, 2012, and thtedeconsolidated statements of operations, mes’ equity, and cash flows for the
period from January 1, 2013 through November 13324hd the period from October 31, 2012 (Incepttbmugh December 31, 2012. These
consolidated financial statements are the respiibhgitf the Company’s management. Our respongibif to express an opinion on these
consolidated financial statements based on out.audi

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti@d&/nited States). Those
standards require that we plan and perform thestamobtain reasonable assurance about whetheptisolidated financial statements are fre
of material misstatement. We were not engagedtiome an audit of the Company’s internal controleofinancial reporting. An audit
includes consideration of internal control oveafigial reporting as a basis for designing audit@dares that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An audifudes examining, on a test basis, evidence stippdhe amounts and disclosures in the
consolidated financial statements. An audit alstuitles assessing the accounting principles usedigndicant estimates made by
management, as well as evaluating the overall dioladed financial statement presentation. We belignat our audit provides a reasonable
basis for our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenégpects, the financial position of LGI-
GTIS Holdings IV, LLC and Subsidiaries at Novem8y 2013 and December 31, 2012, and the resulteeofoperations and their cash flows
for the period from January 1, 2013 through Novemit® 2013 and the period from October 31, 2012¢(htion) through December 31, 2012,
in conformity with U.S. generally accepted accougtprinciples.

/s/ Armanino LLP

San Ramon, California
March 31, 2014
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ASSETS

EQUITY

LGI HOMES, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

December 31,

2014 2013
Cash and cash equivalents $ 31,37( 54,06¢
Accounts receivable 7,36¢ 5,40z
Real estate inventory 367,90¢ 141,98:
Pre-acquisition costs and deposits 9,87¢ 3,70z
Deferred tax assets, net — 28¢
Property and equipment, net 1,61( 84t
Other assets 7,51t 1,992
Goodwill and intangible assets, net 12,48: 12,72¢
Total assets $ 438,12 221,01(
LIABILITIES AND EQUITY
Accounts payable $ 15,47¢ 14,00:
Accrued expenses and other liabilities 21,36¢ 7,10(
Deferred tax liabilities, net 2,68¢ —
Notes payable 216,09¢ 35,53t
Total liabilities 255,62¢ 56,63t
COMMITMENTS AND CONTINGENCIES (Note 14)
Common stock, par value $0.01, 250,000,000 sharthe@azed, 20,849,044 shares issued
and 19,849,044 shares outstanding as of Decemb@034 and 20,763,449 shares iss
and outstanding as of December 31, 2013 20¢ 20¢
Additional paid-in capital 163,52( 157,05t
Retained earnings 35,32; 7,11(C
Treasury stock, at cost: 1,000,000 shares at Deeegih 2014 (16,550) —
Total equity 182,49¢ 164,37:
$ 438,12 221,01(

Total liabilities and equity

See accompanying notes to the consolidated finbsteiements.
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LGI HOMES, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except share and per share data)

For the Year Ended December 31,

2014 2013 2012

Revenues:

Home sales $ 383,26¢ $ 160,06 $ 73,82(

Management and warranty fees — 2,72¢ 2,401

Total revenues 383,26¢ 162,79t 76,22:
Cost of sales 280,48: 121,32¢ 54,53:
Selling expenses 36,67: 15,76¢ 7,26¢
General and administrative 23,74« 13,60¢ 6,09¢
Income from unconsolidated LGI/GTIS Joint Ventures — (4,287 (1,526
Operating income 42,37: 16,38 9,851

Interest expense, net — 51 1
Gain on remeasurement of interests in LGI/GTIStMentures — (6,44¢€) —
Other income, net (708) (29 (173
Net income before income taxes 43,07¢ 22,801 10,02
Income tax provision 14,86¢ 1,06¢ 15t
Net income 28,21 21,73: 9,86¢
(Income) loss attributable to non-controlling irtsts — 59C (163)
Net income attributable to owners $ 28,21 $ 22,32} $ 9,70¢
Earnings per share:

Basic $ 137  $ 0.3¢ @

Diluted $ 132 % 03¢ ®
Weighted average shares outstanding:

Basic 20,666,75 20,763,44 ©

Diluted 21,202,96 20,834,12 @

(1) For the year ended December 31, 2013 earniegshare and weighted average shares outstandingesented for the period from November 13,
(post Reorganization Transactions and date ofradosf IPO) to December 31, 2013. $¢mte 11 - Equityor calculation of earnings per share

See accompanying notes to the consolidated finbsteitements.
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LGI HOMES, INC.
CONSOLIDATED STATEMENTS OF EQUITY
(In thousands, except share data)

Common Stock Additional Total Non-
Paid-In Retained Treasury Owners’ Controlling
Shares Amount Capital Earnings Stock Equity Interests Total Equity
BALANCE—December 31, 2011 —  $ — S — S — 8 — $ 1299 $ 164 $ 14,63t
Net income - — — — — 9,70¢ 162 9,86¢
Contributions - — — — — 6,65( — 6,65(
Distributions - — — — — (4,13%) (1,809 (5,947)
BALANCE—December 31, 2012 — % — % —  $ — % — $ 25211 $ — $ 2521
Net income (loss) before
Reorganization Transactions (Note 1) — — — — — 15,21: (590 14,62:
Contributions — — — — — 2,53¢ 15,79’ 18,33:
Distributions — — — — — (9,11 — (9,117
Issuance of shares in connection with
formation of LGl Homes, Inc., July 9,
2013 1,00¢ — 1 — — — — 1
Issuance of shares in connection with
Reorganization Transactions 10,003,35 10C 48,95¢ — — (33,859 (15,207 —
Issuance of restricted stock units in
settlement of accrued bonuses — — 1,02¢ — — — — 1,02¢
Compensation expense for equity awards — — 43 — — — — 43
Issuance of shares in Initial public offeril
net of underwriting fees and offering
expenses of $11,216 10,350,00 104 102,53: — — — — 102,63!
Issuance of shares for GTIS Acquisitions  409,09: 4 4,49¢ — — — — 4,50(
Net income post Reorganization
Transactions — — — 7,11( — — — 7,11(
BALANCE—December 31, 2013 20,763,44 % 206 $ 157,05¢ % 7,11C % — 3 — 8 — $ 164,37
Net income — — — 28,21: — — — 28,21:
Issuance of restricted stock units in
settlement of accrued bonuses — — 64z — — — — 64z
Compensation expense for equity awarc — — 862 — — — — 862
Tax benefit from stock-based
compensation — — 35¢€ — — — — 35¢€
Stock issued under employee incentive
plans, net of shares withheld for
employee taxes 85,59¢ — (596 — — — — (59¢)
Issuance of Convertible Notes, equity
portion, net of issuance costs of $297
and tax effect of $2,971 — — 5,20( — — — — 5,20(
Repurchase of stock — — — — (16,55() — — (16,55()
BALANCE—December 31, 2014 20,849,04 $ 20¢ $ 16352( $ 3532. $ (16,550 $ — 3 — $ 182,49

See accompanying notes to the consolidated finbsteiements.

61




Table of Contents

LGI HOMES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)



Cash flows from operating activities:
Net income

Income from unconsolidated LGI/GTIS Joint Ventures
Distributions from unconsolidated LGI/GTIS Jointriteres
Gain on remeasurement of interests in LGI/GTISt)entures
Depreciation and amortization
Gain on settlement of participation fee obligation
Loss on disposal of assets
Settlement of accrued bonuses with restricted stodts
Excess tax benefits from stock based compensation
Compensation expense for equity awards
Deferred income taxes
Changes in assets and liabilities:

Accounts receivable

Real estate inventory

Pre-acquisition costs and deposits

Other assets

Accounts payable

Accrued expenses and other liabilities

Net cash used in operating activities

Cash flows from investing activities:

Payment for business acquisitions, net of cashigju
Purchases of property and equipment
Capital investments in unconsolidated LGI/GTIS g&fantures
Capital distributions from unconsolidated LGI/GT&int Ventures
Proceeds from disposal of assets

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from credit facilities
Payments on credit facilities
Issuance of convertible notes
Loan issuance costs
Taxes paid on issuance of stock
Stock repurchases
Excess tax benefits from stock based compensation
Contributions from owners
Distributions to owners
Proceeds from sale of stock, net of offering expsns
Contributions from non-controlling interests
Distributions to non-controlling interests
Net cash provided by financing activities

Adjustments to reconcile net income to net cashigeal by (used in) operating
activities:

For the Year Ended December 31,

Net increase (decrease) in cash and cash equivalent

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

See accompanying notes to the consolidated finbsteitements.
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2014 2013 2012

$ 28,21. % 21,737 $ 9,86¢
— (4,287 (1,526

_ 4,41¢ 1,54¢

— (6,44¢€) —

82t 292 18t

_ (9) _

14 56 —

— 1,02¢ —

(35€) — —

862 43 —

1 (28¢) —
(1,967) (3,87)) (20%)
(198,35) (74,59%) (15,967)
(6,06€) (2,70%) (42¢€)
(617) 28¢ (94€)

1,48( 5,82 1,67(

2,752 4,031 1,14t
(173,219 (54,489 (4,657)

(15,169 (30,139 —
(1,199 (685) (435)
— (92¢) (2,249

— 45¢ 33

— 35 1
(16,369 (31,259 (2,645

147,40! 72,93. 46,36«
(43,53) (52,047 (37,810

85,00( — —

(5,200 — —
(596) — —
(16,55() — —
35¢€ — —

— 2,53¢ 6,65(
— (9,117 (4,135

— 102,63t —

— 15,797 —
— — (1,807%)
166,87 132,74 9,26:
(22,699 46,99¢ 1,96¢
54,06¢ 7,07(C 5,10¢

$ 31,37C $ 54,06¢ $ 7,07(
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LGI HOMES, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION AND BUSINESS
Organization and Description of the Business

LGI Homes, Inc. a Delaware corporation (the “Comganwas organized on July 9, 2013 as a holding companyhe purposes
facilitating the initial public offering (the “IPQ"of its common stock in November 2013.

The Company's principal business is the developmEnbmmunities and the design, construction ael shhomes. ADecember 3:
2014 , the Company had operations in Texas, ArizBlaaida, Georgia, New Mexico, Colorado, North @ara and South Carolina.

Initial Public Offering and Reorganization Transactions

On November 13, 2013, the Company completed thedfDreceived net proceeds of $102.6 millidn conjunction with the IPO, tl
Company completed the reorganization of LGl Homesu@, LLC and LGl Homes Corporate, LLC and theinsualidated subsidiaries &
variable interest entities, as well as LGl Homed LIC, LGl Homes - Sunrise Meadow, LLC, LGl Home€anyon Crossing, LLC, and L
Homes - Deer Creek, LLC, (collectively, the “Preelesor”) into LGl Homes, Inc. (the “Reorganizatioraiisactions”).

Immediate family members, a father and son (theriBaPrincipals”), individually or jointly owned nre than 50%of the voting
ownership interest of each entity comprising thedecessor. The Predecessor entities and the Comysreyunder common managem
operated in the same business, and were contrblletthe Family Principals immediately before anceathe Reorganization Transactic
Following the reorganization, the entities that poised the Predecessor are whallyned subsidiaries of the Company. The Reorganoi
Transactions were accounted for at the transadiéte as a consolidation of entities under commarirob In addition, since the Predece:
controlled LGI Fund 11l Holdings, LLC before andtaf the IPO, the Company accounted for the acdunsif the noneontrolling interests
an equity transaction. The accompanying consoliléiteancial statements present the historical for@nstatements of the Predecessc
though they were owned by LGI Homes, Inc. priotht® Reorganization Transactions.

2. ACQUISITIONS
Oakmont Acquisition

On October 2, 2014, the Company acquired certamehbuilding assets and liabilities of Oakmont HdBuglders, Inc. (“Oakmont”anc
certain land positions of EST Properties, LLC, Hiliate of Oakmont (the “Oakmont Acquisition”As a result of the Oakmont Acquisition,
Company established an immediate presence in regti&@omebuilding in the Charlotte, North Carolimaarket acquiring 158omes undt
construction and more than 1,000 owned and coattdibts. The total purchase price for the Oakmoogulsition is approximatelyp17.:
million , consisting of approximately $15.2 milligrin cash and a contingent earnout based on homsengk through December 31, 2017.
fair value of the earnout at the acquisition datestimated to be approximately $2.2 million .

The acquisition was accounted for in accordancé WIEC Topic 805, “Business Combinations”, (“ASC 80%and the acquired ass
and assumed liabilities have been recorded at ¢éiséimated fair values at the acquisition dateadschbelow (amounts in thousands):

Purchase Consideration: Total
Cash paid for net assets $ 15,16¢
Contingent consideration (earnout) 2,16z
Total consideration $ 17,33:
Assets acquired and liabilities assumed:
Real estate inventory $ 20,22
Pre-acquisition costs, deposits and other assets 177
Total Assets $ 20,40
Accounts payable and accrued liabilities (2,682
Customer deposits (397)
Total Liabilities (3,079
Net assets acquired $ 17,33:
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Preacquisition costs and deposits, accounts payattleaccrued liabilities, and customer depositsstated at historical carrying valt
given the shorterm nature of these assets and liabilities. Re#te inventory was adjusted to reflect fair vallibere were no significa
intangible assets acquired in connection with ta&r@ont Acquisition.

The Company determined the estimated fair valugheofeal estate inventory with the assistanceppfaisals performed by indepenc
third-party specialists, discounted cash flow analysekestimates by management. The fair value of tmeoed on the acquisition date
approximately $2.2 millionvas determined based on the forecasted numbemeé letosings adjusted to reflect probability weigh#édsorptio
scenarios and a 10% discount rate. The actual anoduhe earnout may be more or less than the 82l®n undiscounted amount estima
and will be based on the actual number of homesedidrom the acquired assets and the timing ohtme closings. The maximum poter
earnout has been estimated to be approximatelyrBlidn based on the expected absorption rate for the @ehjassets, including the tim
of land development activities. The earnout liapilis included in other liabilities on the consalidd balance sheet and will be subje
adjustment based on revisions to the forecasteatpiiisn rate and the actual number of homes cldseithg the earnout period.

Significant assumptions included in our estimatethe fair value of the assets acquired and thecedrinclude future development cc
and the timing of the completion of developmeniiits, absorption rates, mix of products soldesch community, and the discount t
Based on the estimated purchase consideration,gaarent believes that the purchase price for thar®@ak Acquisition was at market va
and there was no excess of purchase price overetifair value of assets acquired and liabilitissusmed.

The Company has expensed approximately $0.7 mitfoacquisition related costs for legal and duegditice services; these costs
included in the general and administrative expeirsfse accompanying consolidated statements afatipes.

During the quarter ended December 31, 2014, the paosn closed 7homes attributable to the Oakmont Acquisition risglin ¢
$284,000 earnout obligation payable during the §rearter of 2015.

LGI/GTIS Joint Venture Partners' Interests

Concurrent with the IPO, the Company acquired f@mS Partners, LP and its affiliated entities (167 all of GTIS equity interesi
in four unconsolidated joint ventures with the Rraessor, namely LGI-JV Holdings, LLC (formerly LGIFIS Holdings, LLC), LGIJV
Holdings II, LLC (formerly LGI-GTIS Holdings Il, LC), LGI-JV Holdings lll, LLC (formerly LGI-GTIS Halings Ill, LLC) and LGIJV
Holdings IV, LLC (formerly LGI-GTIS Holdings IV, LC) (collectively, the “LGI/GTIS Joint Ventures”n exchange for aggreg;
consideration of $41.3 million , consisting of cagtapproximately $36.8 million and 409,091 sharkthe Companys common stock valued
$4.5 million on the IPO date (the “GTIS Acquisit&h As discussed at Note 6, the LGI/GTIS Joint Ventwrese historically accounted for
unconsolidated joint ventures under the equity wetbf accounting. As a result of the GTIS Acqusit, the Company began consolida
the entities. As required by ASC 805, the acquassets and assumed liabilities have been accotorted fair value and the Predecessor’
historical interests in the joint ventures haverbesmeasured at fair value.

In connection with the purchase accounting, the gamg recorded a gain of $6.4 million on the re-meawment of the Predecessor’
equity interest in the LGI/GTIS Joint Ventures &1i®.7 million of goodwill and other intangibles. addition, there was a $7.9 million step-
adjustment to record the acquisition date reakestaentory and lot option contracts at fair valdgproximately $2.9 million an83.5 millior
of the $7.9 million fair value stepp adjustment is included in cost of sales forythars ended December 31, 2014 and 2013, respegg
related to real estate inventory and lot optiontiaarts at November 13, 2013 that were sold dutiregréspective periods. As of Decembel
2014, a total of $6.4 million of the step-up adjneht has been amortized to cost of sales.

In connection with the GTIS Acquisitions, certaights to the LGl Homes trade name were reacquired. fair value of this intangit
asset was calculated based upon the forecasteduevef the LGI/GTIS Joint Ventures using a refiefn-royalty valuation model. Tt
intangible asset was valued at $0.7 million anbeégg amortized on a straight line basis over ¥yed&mortization expense related to
intangible was approximately $0.2 million and $306or the years ended December 31, 2014 and 203 ctgely. Amortization expense
the remaining balance will be approximately $0.8ian and $0.2 million in 2015 and 2016, respediive

The supplemental pro forma information presentddvio€in thousands) presents the home sales revenastsof sales, and net inca
before income taxes of the Company for 2013 an@ 231if the GTIS Acquisitions date had been coreplein January 1, 2012.

The pro forma adjustments are based upon availafidemation and certain assumptions that we beliake reasonable under
circumstances. The pro forma consolidated finardash is presented for informational purposes ofhe pro forma consolidated financial ¢
does not purport to represent what our resultspefations would have been had the GTIS Acquisitactsially occurred on January 1, 2
and does not purport to project our results of afi@ns for any future period.
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For the Year Ended December 31,

Unaudited Pro Forma Financial Information 2013 2012

Home sales revenues $ 240,96. $ 143,37¢
Cost of sales $ 179,83: $ 104,22¢
Net income before income taxes $ 22,92: % 18,61

The pro forma results have been adjusted to retfhecelimination of the Predecessor's equity imiegs of the LGI/GTIS Joint Venturt
The pro forma results also reflect $0.2 millieach year for the amortization expense relatetiéariarketing intangible asset. The pro fc
financial information excludes the impact of théngan re-measurement and the incremental impattieofair value stepyp adjustment of re
estate inventory and lot option contracts as theseonsidered to be non-recurring items.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The consolidated financial statements have begraped in accordance with U.S. Generally Acceptedofiating Principles ( “ GAAP )
and include the accounts of LGl Homes, Inc. andfails subsidiaries subsequent to November 1332k closing date for the Reorganiza
Transactions and the IPO. All intercompany balamgebtransactions have been eliminated in congaita

For the periods prior to the Reorganization Tratisas, the accompanying consolidated financialestents include the accounts of |
Homes, Inc. and the results of operations sincal#tie of its formation, July 9, 2013, and the Pcedsor's historical combined accounts
results of operations for January 1, 2012 to Nowamb3, 2013. All intercompany balances and tramsasthave been eliminated
consolidation and all intracompany balances ants&retions have been eliminated in combination.

Use of Estimates

The preparation of financial statements in confoymiith GAAP requires management to make estimatesassumptions that affect
reported amounts of assets and liabilities andaBsce of contingent assets and liabilities atdate of the financial statements and the rep
amounts of revenues and expenses during the negqréiriod. Actual results could differ from thostimates, and these differences could
a significant impact on the financial statementse Fignificant accounting estimates include rettesnventory and cost of sales, impairn
of real estate inventory and property and equipmeatranty reserves, earnout contingent considerathe fair value of the convertible dt
and loss contingencies.

Cash and Cash Equivalents and Concentration of CratiRisk

Cash and cash equivalents are defined as cashnoin deemand deposits with financial institutionsg ahortterm liquid investments wi
an initial maturity date of less than three montilse Companys cash in demand deposit accounts may exceed lgdesured limits an
could be negatively impacted if the underlying fioal institutions fail or are subject to other athe conditions in the financial markets.
date, the Company has experienced no loss or dih@diaccess to cash in their demand deposit ascount

Accounts Receivable

Accounts receivable consist primarily of proceeds ftom title companies for sales closed priordaqd end and are generally collec
within a few days from closing.

Real Estate Inventory

Inventory consists of land, land under developménished lots, sales offices, homes in progress, @ompleted homes. Inventory
stated at cost unless the carrying amount is dé@tedmot to be recoverable, in which case the tdtemventory is written down to fair value.
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Land, development and other project costs, inclyidimerest and property taxes incurred during dgwelent and home construction
net of expected reimbursements of development castscapitalized to real estate inventory. Landetijpment and other common costs
benefit the entire community, including field canstion supervision and related direct overhead,adliocated to individual lots or homes
appropriate. The costs of lots are transferredtads in progress when home construction begins.eHmnstruction costs and related carr
charges are allocated to the cost of individual &®msing the specific identification method. Cdkegt are not specifically identifiable t
home are allocated on a pro rata basis using ditleciot size or relative sales value. Inventorgtsdor completed homes are expensed tc
of sales as homes are sold. Changes to estimatdddevelopment costs subsequent to initial honesieys in a community are gener
allocated to the remaining unsold lots and homekeércommunity on a pro rata basis.

The life cycle of a community generally ranges frtwo to five years, commencing with the acquisition of land,toaring through th
land development phase, and concluding with thestcoction and sale of homes. A constructed homeséxl as the community sales of
during the life of the community and then sold. dadtindividual community lives will vary based ohetsize of the community, the se
absorption rate, and whether the property was seth as raw land or finished lots.

In accordance with the ASC Topic 36€&operty, Plant, and Equipmenteal estate inventory is evaluated for indicatifrsnpairment b
each community during each reporting period. Indumting its review for indicators of impairment @ncommunity level, managem
evaluates, among other things, the margins on hona¢$ave been sold, communities with slow mowinvgntory, projected margins on fut
home sales over the life of the community, andestimated fair value of the land. For individuahwaunities with indicators of impairme
additional analysis is performed to estimate themainity’s undiscounted future cash flows. If the estimatediscounted future cash flows
greater than the carrying value of the communityugrof assets, no impairment adjustment is requifétde undiscounted cash flows are
than the communitg carrying value, the asset group is impaired angritten down to its fair value. The Company esties the fair value
communities using a discounted cash flow modeloABecember 31, 2014 and 2013, the real estateniomeis stated at cost; there were
inventory impairment charges recorded during trevyended December 31, 2014, 2013 and 2012.

Capitalized Interest

Interest and other financing costs are capitaleedost of inventory during community developmerd Aome construction activities,
accordance with ASC Topic 83bterestand expensed in cost of sales as homes in the coityrare sold. To the extent the debt exc
qualified assets, a portion of the interest inadiiseexpensed.

Pre-Acquisition Costs and Deposits

Amounts paid for land options, deposits on landcpase contracts, and other piEguisition costs are capitalized and classifie
deposits to purchase. Upon execution of the pusshthgese deposits are applied to the acquisitiace pf the land and recorded as a
component of the land in real estate inventoryifi@extent that any deposits are nonrefundabletandssociated land acquisition proce
terminated or no longer determined probable, thmsié and related praequisition costs are charged to general and adtrative expens
Management reviews the likelihood of the acquisitidd contracted lots in conjunction with its petimdeal estate impairment analysis.

Under ASC Topic 810Consolidation(*ASC 810"), a nonrefundable deposit paid to an entity is deetndzk a variable interest that \
absorb some or all of the entity's expected logsttey occur. Norrefundable land purchase and lot option depositeigdly represent tl
Company's maximum exposure if it elects not to pase the optioned property. In some instances;tmepany may also expend funds for
diligence, development and construction activitiéh respect to optioned land prior to close. Sachkts are classified as preacquisition ¢
which the Company would have to absorb should {iten not be exercised. Therefore, whenever the @y enters into a land option
purchase contract with an entity and makes a nondgble deposit, it may have a variable interesa wariable interest entity (“VIE")In
accordance with ASC 810, the Company performs engeeassessments of whether it is the primary b@asf of a VIE and woul
consolidate the VIE if the Company is deemed tdHeeprimary beneficiary. As of December 31, 201d Becember 31, 2013, the Comp
was not deemed to be the primary beneficiary for\aifts associated with non-refundable land deparsit option contracts.

Deferred Loan Costs

Deferred loan costs represent debt issuance cosdtsdepending on the nature and purpose of the la@ncapitalized to real est
inventory or amortized to interest expense usiegsthaight-line method which approximates the éffednterest method.
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Property and Equipment

Property, equipment and leasehold improvementstated at cost, less accumulated depreciation.é@ition expense is recordec
general and administrative expenses. Upon saletioement, the costs and related accumulated defiecare eliminated from the respec
accounts and any resulting gain or loss is includeather income, net. Depreciation is generallynpated using the straiglibe method ove
the estimated useful lives of the assets, rangimy 2 to 5 yearfor property and equipment. Leasehold improvemargsdepreciated over
shorter of the asset life or the term of the lebdantenance and repair costs are expensed aseéadcur

Impairments of londived assets are determined periodically when eidis of impairment are present. If such indicasoespresent, tl
determination of the amount of impairment is basegdudgments as to the future undiscounted operatish flows to be generated from tt
assets throughout the remaining estimated usefes.lilf these undiscounted cash flows are less ttamrarrying amount of the related as
impairment is recognized for the excess of theyiagr value over its fair value. There were mopairments of property, equipment i
leasehold improvements recorded during the yeatedeBDecember 31, 2014, 2013 and 2012.

Investments in Joint Ventures and Unconsolidated \Maable Interest Entities (VIES)

The Predecessor functioned as the managing menfitsaveral joint ventures conducting homebuilding\éiges; these joint ventur
became wholly-owned subsidiaries of the Comparg i@sult of the Reorganization Transactions andhkS Acquisitions.

In accordance with ASC 810, management had assesdssitier these entities were VIEs. The Predecdssbrvariable interests in |
joint venture arrangements that it managed, ansktjent ventures were determined to be VIEs bex#us members of the joint ventures,
group, had insufficient equity at risk without foetr capital contributions. The Predecessoights as well as the rights held by the othart
venture members had been evaluated to determingithary beneficiary of the VIE, including the emteof substantive participating rights ¢
control of activities that most significantly afted its economic performance. Such activities idetl) but were not limited to, the ability
determine the budget and scope of land developmerk, if any; the ability to control financing degdns for the VIE; and the ability to acqt
additional land into the VIE. If the Predecessoswat able to control the significant decisiong Bredecessor was not considered the pri
beneficiary of the VIE. If the Predecessor was wheiteed to be the primary beneficiary of the VIEgtkntity was consolidated in -
Predecessor's financial statements.

The Predecessor had investments in foint ventures where the Predecessor and the @herventure members were deemed to |
joint control and the Predecessor was not the pyirbaneficiary since all major decisions requirexthbpartie’ consent. Accordingly, tt
Predecessor’s interests in these joint venturee wecounted for using the equity method and itsesbfithe joint venturesiet earnings wi
included in income from unconsolidated joint vertuand investments in unconsolidated joint ventudéstributions received were credi
against the related investment in the joint venture

In addition, the Predecessor had interests in th&3s(LGl Homes — Sterling Lakes, LLC and LGI FuliidHoldings, LLC) where it had
been determined that the Predecessor was the grbeaeficiary. In addition to the Predecessor sgras the managing member of these
entities, the Family Principals of the Predeces$sw held the general partner controlling inter@stie non-managing members of the VIEs.
As a result, the Predecessor combined with the ligdincipals’ related party interests had the poteedirect all significant activities of the
VIEs, and had exposure to the risks and rewardseo¥/IEs, based on the division of income and mssuant to the joint venture agreement
and the Predecessor’s ownership in the joint vesturhese two VIEs are consolidated in the accogipartonsolidated financial statements.

Management evaluated the Companiivestments in unconsolidated entities for initsaof impairment during each reporting per
No impairment charges were recorded related to investsnin unconsolidated entities during the perjmésented.

Goodwill and Intangible Assets

The excess of the purchase price of a businesssitamu over the net fair value of assets acquard liabilities assumed is capitalizec
goodwill in accordance with ASC 805. Goodwill anttaingible assets that do not have finite lives reoeamortized, but are assessec
impairment at least annually or more frequentlgéftain impairment indicators are present. The Gonggecorded $12.0 millioaf goodwill
related to the GTIS Acquisitions. No goodwill impaent charges were recorded in 2014 and 2013.
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The cost of a marketing intangible asset acquirgded at $0.7 milliorrelated to the GTIS Acquisitions is being amortizaebr it
estimated useful life of $ears. When certain events or changes in operatngitions occur, the estimated future undiscoumizsh flow
associated with the asset are compared to the sigsetying amount to determine if an impairmensoth asset is necessary. For intan
assets that are amortized, a review is performeledf estimated useful lives to evaluate whetlvenés and circumstances warrant a revisi
the remaining useful life. No impairment chargesevecorded in 2014 and 2013 associated with thr&etiag intangible asset.

Warranty Reserves

Future direct warranty costs are accrued and chameost of sales in the period when the relatadéis sold. The Compars/varrant
liability is based upon historical warranty cospexience and is adjusted as appropriate to refjealitative risks associated with the type
homes built, the geographic areas in which theybaik, and potential impacts of the Company's tw#d expansion.

Warranty reserves are reviewed quarterly to asbesseasonableness and adequacy and to make agljuistto the balance of the pre
existing reserves, as needed, to reflect changesrids and historical data as information becoavadable.

Customer Deposits

Customer deposits are received upon signing a peechontract and are generally $1,000ss. Deposits are generally refundable i
customer is unable to obtain financing. Forfeitegidy deposits related to home sales are recoginizetther income in the period in which i
determined that the buyer will not complete thechase of the property and the deposit is nonretieda the buyer.

Home Sales

In accordance with ASC Topic 360—2Real Estate Salesrevenues from home sales are recorded at thed@mle home sale is clos
titte and possession are transferred to the by, the Company has no significant continuing imenient with the home. Home se
proceeds are generally received from the title comgpwithin a few days after closing. Home sales reported net of sales discounts
incentives granted to home buyers, which are pilynseller-paid closing costs.

Cost of Sales

As discussed under Real Estate Inventory abové ofasles for homes closed include the constroatimsts of each home and alloc:i
land acquisition and land development costs, cliggthinterest, and other related common costh(bmurred and estimated to be incurred).

Selling and Commission Costs
Sales commissions are paid and expensed basedr@sisold. Other selling costs are expensed inghiegincurred.
Advertising Costs

Advertising and direct mail costs are expensednaaried. Advertising and direct mail costs were6$8illion, $3.3 million and$l.¢
million for the years ended December 31, 2014, 2ah8 2012, respectively.

Income Taxes

LGl Homes, Inc. is a taxable entity. Prior to theoRyanization Transactions, the Predecessor cedsi$tlimited liability companies a
limited partnerships, all of which were treatedpastnerships for income tax purposes and fedecalnme taxes on taxable income or lo
realized by the Predecessor were the obligatiothefindividual members or partners. As a resulthef Reorganization Transactions,
Predecessor entities are subject to federal anel isigome taxes. The accompanying financial statesnieclude a provision for income ta
based on the period when the Company’s operatientaaable.

The Company utilizes the liability method of acctog for income taxes. Under the liability methad@ferred tax assets and liabilities
recognized using enacted tax rates for the effé¢eroporary differences between the book and tasedaf recorded assets and liabili
Deferred tax assets are reduced by a valuatiowaltioe if it is more likely than not that some pamtior all of the net deferred tax assets
not be realized. The Company’s ability to realiefedred tax assets is assessed
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throughout the year and a valuation allowancetsbdished, if required. The Company recognizesipeact of a tax position only if it is mc
likely than not to be sustained upon examinatioselddaon the technical merits of the position. ThenBany recognizes potential interest
penalties related to uncertain tax positions imine tax expense.

The Company files income tax returns in the U.$lefal jurisdiction and in various states and doef have any unrecognized
benefits. The Company is not presently under examintome tax by any taxing jurisdiction, and nader remains subject to exam for y«
before 2011 (2010 for Texas).

Prior to the Reorganization Transactions, the Rresior was subject to certain state taxes andifedsding the Texas margin tax, wh
applicable. There were no significant deferred medaxes related to state income taxes for thegreded December 31, 2012.

Earnings Per Share

Basic earnings per share is based on the weigh®@ge number of shares of common stock outstan@iigted earnings per share
based on the weighted average number of sharesmhon stock and dilutive securities outstandinduted earnings per share gives effe:
all dilutive potential shares outstanding during treriod using the treasury stock method and ferGbmpany's 4.25%onvertible Notes dt
2019 (the “Convertible Notes”) using thecibnverted method. Diluted earnings per share egslad dilutive potential shares of common s
if their effect is antidilutive.

Stock-Based Compensation

Compensation costs for non-performahesed restricted stock awards are measured usingdbing price of our common stock on
date of grant and are expensed on a straight-Asestover the vesting period of the award. Compemsaosts for performandeased restricte
stock awards are also measured using the closiog f the Company's common stock on the dateanftdvut are expensed in accordance
ASC 718-10-25-20Compensation - Stock Compensatjarhich requires an assessment of probability @firahent of the performance targ
Once the performance target outcome is determiméx tprobable, the year-tiate expense is recorded and the remaining expemseorde
on a straight-line basis through the end of therdwaresting period.

Fair Value Measurement of Financial Instruments

ASC Topic 820Fair Value Measuremen{8ASC 820"), defines fair value astfie price that would be received to sell an assphal tc
transfer a liability in an orderly transaction beem market participants at the measurement datbinaan entitys principal market, if any. Tl
principal market is the market in which the repagtientity would sell the asset or transfer theiliigbwith the greatest volume and level
activity, regardless of whether it is the marketwinich the entity will ultimately transact for artiaular asset or liability or if a different mand
is potentially more advantageous. Accordingly, #ug price concept may result in a fair value ttiffiers from the transaction price or mai
price of the asset or liability.

ASC 820 provides a framework for measuring faiuealinder GAAP, expands disclosures about fair vialeasurements, and establis
a fair value hierarchy, which requires an entityraximize the use of observable inputs and minintiseuse of unobservable inputs w
measuring fair value. The three levels of the ¥alue hierarchy are summarized as follows:

Level 1 - Fair value is based on quoted prices in actiaekets for identical assets or liabilities.

Level 2 - Fair value is determined using significant obseleatputs, generally either quoted prices in actharkets for similar assets

liabilities, or quoted prices in markets that ao¢ active.

Level 3 - Fair value is determined using one or more sigaifidnputs that are unobservable in active marketee measurement d:

such as a pricing model, discounted cash flowjroila technique.

The Company utilizes fair value measurements towac for certain items and account balances witténconsolidated financi
statements. Fair value measurements may alsollredtbn a nonrecurring basis, such as for the impnt of longhlived assets. The fair val
of financial instruments, including cash and caghiwalents, accounts receivable and credit fagififyproximate their carrying amounts du
the short term nature of these instruments. Aseaddmber 31, 2014, the secured credit facility hfleading interest rate, which increase:
decreases with market interest rates, and is suiojen interest rate floor.

As described in Note 2, the assets and liabilidieguired in the Oakmont Acquisition and the GTISjsitions were recorded at f
value determined based on Level 2 or Level 3 astiomp and valuation inputs. In addition the Predsoes historical interests in t
LGI/GTIS Joint Ventures were adjusted to fair vatletermined using Level 3 unobservable assumptodsvaluation inputs. The Converti
Notes, discussed in Note 9, have been recordestiatated fair value determined using Level 2 meam@nts. No significant changes occu
and the recorded value at December 31, 2014 appatas fair value.
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Recently Issued Accounting Pronouncements

In August 2014, the FASB issued ASU No. 2014-Psesentation of Financial Statements - Going Concéubtopic 20%3+0):
Disclosure of Uncertainties about an En’'s Ability to Continue as a Going Concern (*“ASU 2015") , which requires management
evaluate, at each reporting period, whether thexecanditions or events that raise substantial iabbut the entitys ability to continue as
going concern within one year after the date tharftial statements are issued and provide relasetbgures. This ASU applies to all enti
and is effective for periods ending after December 2016. The adoption of ASU 2015 is not expected to have a material effect o
Company's consolidated financial statements otaisces.

In June 2014, the FASB issued ASU No. 2014A&;ounting for Shar®ased Payments When the Terms of an Award Providez
Performance Target Could Be Achieved after the RéguService Period’ASU 2014-12"). ASU 2014412 requires that a performance ta
that affects vesting and that could be achievest dfte requisite service period be treated as fanpeance condition. A reporting entity sho
apply existing guidance in Accounting Standardsiftmation Topic No. 718, “Compensation - Stock Campation” (“ASC Topic 718), as i
relates to awards with performance conditions #ftgct vesting to account for such awards. ASU 2024s effective for periods beginni
after December 15, 2015. The adoption of ASU 2024slnot expected to have a material effect onGbenpanys consolidated financi
statements or disclosures.

In May 2014, the FASB issued ASU No. 2014-B@yvenue from Contracts with Customers (“ASU 2013-Q9hich provides guidan:
for revenue recognition. ASU 20D8 affects any entity that either enters into cacts with customers to transfer goods or servicemter:
into contracts for the transfer of nonfinancialeassand supersedes the revenue recognition recenitsrim Topic 605, “Revenue Recognition,’
and most industry-specific guidance. This ASU asipersedes some cost guidance included in Sub@f)fie35, “Revenue Recognition-
Construction-Type and Production-Type ContractsSUA2014-095 core principle is that a company will recogniegemue when it transfe
promised goods or services to customers in an anibanreflects the consideration to which a conypaxpects to be entitled in exchange
those goods or services. In doing so, companielsngid to use more judgment and make more estinthtas under todag’ guidance
including identifying performance obligations iretbontract, estimating the amount of variable atersition to include in the transaction p
and allocating the transaction price to each sépgrarformance obligation. ASU 2008-is effective for the Company beginning Janua
2017 and, at that time, the Company may adopt ¢ve standard under the full retrospective approade modified retrospective approe
Early adoption of this ASU is not permitted. Then@pany is currently evaluating the method and ihgiae adoption of ASU 201@9 will
have on the Company's consolidated financial statésrand disclosures.

4. REAL ESTATE INVENTORY

The Company's real estate inventory consists ofdif@ving (in thousands):

December 31,

2014 2013
Land, land under development, and finished lots $ 244,65¢ $ 82,00¢
Sales offices 12,11( 3,78¢
Homes in progress 50,67t 27,72
Completed homes 60,46: 28,47(
Total real estate inventory $ 367,90t $ 141,98

Interest and financing costs incurred under the Qang's debt obligations, as more fully discusseldate 9, are capitalized to qualifyi
real estate projects under development and honder wonstruction.
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5. PROPERTY AND EQUIPMENT

Property and equipment consist of the followingtfiousands):

December 31,

Asset Life 2014 2013
(years)
Computer equipment 2-5 $ 73t % 49¢
Machinery and equipment 5 52 16¢
Furniture and fixtures 2-5 1,557 745
Leasehold improvements various 23C 10¢
Total property and equipment 2,57 1,521
Less: Accumulated depreciation (967) (67€)
Property and equipment, net $ 161C $ 84:

Depreciation expense incurred for the years endeceiber 31, 2014 , 2013 and 2012 was $0.4 mil$or3 million and $0.2nillion,
respectively.

Equipment was sold to the LGI/GTIS Joint Venturesiet book value of approximately $0.03 millidaring the year ended Decem
31, 2013. A non-cash settlement of vehicle notgslipla in the amount of $0.3 milliomas recorded for a trade or assumption by the pise
during the year ended December 31, 2013.

6. INVESTMENTS IN JOINT VENTURES, VARIABLE INTEREST EN TITIES AND NON- CONTROLLING INTERESTS
Unconsolidated Joint Ventures

Prior to the GTIS Acquisitions, the Predecessaitsrésts in foujoint ventures LGI/GTIS Joint Ventures, were acdednfor using th
equity method of accounting since the Predecesasmat deemed to be the primary beneficiary ofevasiable interest entities.

The LGI/GTIS Joint Ventures were each engaged iméimilding and land development activities. GTIStiRas, LP and affiliate
entities (collectively “GTIS™)were joint venture members in these entities. Manmant of each of the LGI/GTIS Joint Ventures waste ir
the members, being the Predecessor and GTIS. Bueé¥ssor was considered the managing membersef émgities. The managing men
had the responsibility and authority to operatelt&#/GTIS Joint Ventures on a day-tlay basis subject to the operating budget and st
plan, which was approved by both members. The Besder used its sales, development and operatansstto support operations and
significant influence even though the respectivetjsenture members had been deemed to have joimta under ASC Topic 810. All ma;
decisions required both membecsnsent. Major decisions included, but were nottéichto: the acquisition or disposition of a pradjezapita
contributions; and changes, and updates or amendreithe operating budget or business plan. Géynetiae LGI/GTIS Joint Ventures d
not obtain construction financing from outside lerg] but financed their activities primarily thrdugquity contributions from each of the j¢
venture members.

Profits were allocated to the members of the LGI&Joint Ventures based on the predetermined fasspecified in the joint ventt
agreements for the allocation of distributable cabhe GTIS member and the Predecessor were altb@&i® and 15%of the profits
respectively, (the “Sharing Percentagagijil such time as the members received cash lligions equal to their initial capital investmehig;
generally, a 15% internal rate of return (“FirseiMiReturn”). Subsequent allocations of distributable cash amditprincluded a priorit
allocation of approximately 20% to 408 the Predecessor, depending on the amount ofdiasibutions achieved over the life of the j
venture.

Since the internal rates of return necessary teivec higher proportion of distributions were cddted over the life of each LGI/GT
Joint Venture and both the timing and amount ofifeitcontributions and distributions would affece tAredecessa@’share of distributior
there was no certainty that the Predecessor waddive greater than 15% of the LGI/GTIS Joint Vesdudistributions. Therefore, tl
Predecessor recorded its investments in the LGB&EHDInt Ventures at 15% of each ventareapital balance and recognized the increm
amounts due to the Predecessor as a result ofingatle higher distribution tiers only when recaive
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During the period ended November 13, 2013, LGI-GHISdings, LLC, LGI-GTIS Holdings Il, LLC and LGGTIS Holdings 1lI, LLC
achieved the Third-Tier Return resulting in theopty allocations to the Predecessor of up to axiprately 40%. As of November 13, 201
LGI-GTIS Holdings IV, LLC had not achieved the Fifder Return. During the period ended November TR,3? the Predecessor recogn
$2.7 millionin priority distributions from the LGI/GTIS Jointéntures. The LGI/GTIS Joint Ventures were acquinedNovember 13, 2013 a
as such there were no further distributions or réoutions.

Summarized condensed combined financial informatibrthe LGI/GTIS Joint Ventures accounted for usihg equity method

presented below for the period through the datb@®fGTIS Acquisitions (in thousands):

November 13,

Balance Sheets 2013
Assets:
Cash and cash equivalents $ 6,71C
Total real estate inventory 30,98¢
Other assets 951
Total assets $ 38,65(
Liabilities and members’ equity:
Liabilities $ 6,72:
Members’ equity:
Predecessor 4,78¢
GTIS members 27,13¢
Total members’ equity 31,92:
Total liabilities and members’ equity $ 38,65(
Period Ended Year Ended
November 13, December 31,
Statements of Operations 2013 2012
Home sales $ 80,89¢ $ 69,55¢
Cost of sales $ 58,71¢ $ 49,75
Net earnings of unconsolidated entities $ 10,87: $ 10,17¢
Predecessor's share in net earnings of unconsediéatities $ 4287 $ 1,52¢

Consolidated Joint Ventures

Two consolidated joint ventures, engaged in homebugldamd land development activities, were determitece VIEs and tt
Predecessor was deemed to be the primary bengfigimter ASC Topic 810. LGl Fund Ill Holdings, LLCas formed March 31, 2013, ¢
LGl Homes Group, LLC was the managing member;ehiity became a whollgwned subsidiary of the Company on November 133284
result of the Company’s acquisition of the nammtrolling interests in the joint venture as pErthe Reorganization Transactions (See Not
LGl Homes-Sterling Lakes, LLC was formed in 20106da.GlI Homes Corporate, LLC was the managing memhé&i HomesSterling
Lakes, LLC had income attributable to non-contnglinterests of $0.tillion for the year ended December 31, 2012, aad wlosed out pri
to December 31, 2012.

Historically, profits were allocated to the membefshe consolidated joint ventures based on tleegtermined formulas specified in
joint venture agreements for the allocation ofribisttable cash. The n-managing members and the Predecessor were atioda% andl5%
of the profits, respectively, (the “Sharing Peregats”)until such time as the members received cash hligioins equal to their initial capi
investment plus, generally, a 15% internal ratestdirn (“First Tier Return”)Subsequent allocations of distributable cash anfitpiincluded
priority allocation of approximately 20% to 40%ttee Predecess@’'member, depending on the amount of cash diswitsiachieved over t
life of the joint venture.
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7. OTHER ASSETS

Other assets consist of the following (in thousdnds

December 31,

2014 2013
Deferred loan costs $ 3,73. % =
Prepaid insurance 1,17¢ 1,20t
Prepaid expenses 1,49 292
Security deposits 1,11(C 46¢
Other assets — 27
Total other assets $ 751f  $ 1,992

8. ACCRUED EXPENSES AND OTHER LIABILITIES

Accrued and other current liabilities consist af tbllowing (in thousands):

December 31,

2014 2013

Inventory related obligations $ 7278 $ =
Retentions payable 2,69¢ 867
Accrued compensation, bonuses and benefits 2,43¢ 2,69:
Earnout liability 2,19¢ —
Taxes payable 1,44¢ 1,55¢
Warranty reserve 90C 63(
Other 4,41¢ 1,35¢

Total accrued expenses and other liabilities $ 21,36¢ $ 7,10(

Inventory Related Obligations

The Company owns lots in certain communities tletehCommunity Development Districts (“CDDg) similar utility and infrastructu
development special assessment programs that t@lacfixed amount of debt service associated wéetbpment activities to each lot. T
obligation for infrastructure development is atidHho the land, is typically payable over ay&ar period, and is ultimately assumed by
homebuyer when home sales are closed. Such obingatepresent a non-cash cost of the lots.

At December 31, 2014, the Company had CDD and attiy development obligations of approximately.$ million . Approximatel
$2.7 millionof CDD and other utility development costs andrated increase to finished lots should have leeognized in the Compan
balance sheets as of December 31, 2013; the Conipeligves these obligations are not significanttéoconsolidated balance sheet a
December 31, 2013.

Estimated Warranty Reserve
The Company typically provides homebuyers with a grear warranty on the house and a y@rar limited warranty for major defects

structural elements such as framing componentd@muiation systems. The Predecessor provided simaaranty services for homes sold
the LGI/GTIS Joint Ventures prior to the GTIS Acsjtibns (see Note 13).
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Changes to the Company's warranty accrual ardlag/f(in thousands):

December 31,

2014 2013 2012
Warranty reserves, beginning of year $ 63C $ 45C $ 27¢
Warranty provision 1,17¢ 764 40¢
Warranty reserve acquired in GTIS Acquisitions — 30 —
Warranty expenditures (909) (614) (239
Warranty reserves, end of year $ 90C $ 63C $ 45(

9. NOTES PAYABLE

Secured Revolving Credit Agreement

In April 2014, the Company entered into a credieagnent with a syndication of lenders and Texadt@8ldpank, National Association,
administrative agent and letter of credit issube (tCredit Agreement”). The Credit Agreement pr@ador a $135.0 milliorsenior secure
revolving credit facility, which was increased upthre Company's request, to $200.0 millio®n July 31, 2014, amounts available to
Company under the Credit Agreement were increage®fB.0 million to $175.0 million and on September 30, 2014, amounts availablee
Company under the Credit Agreement were increased $175.0 million to $200.0 millionin each case, in accordance with the acco
feature of the Credit Agreement.

The Credit Agreement matures on April 28, 2017.rBeings under the Credit Agreement are limitedhe ldorrowing base, which
based on the loan value of the pool of collataraihich the lenders have a security interest. Tam@any may add houses, vacant lots, |
and acquisition and development projects to the pboollateral through April 28, 2015. The loanwa of speculative houses, peld house
model houses, vacant lots, land, and acquisitiehdmvelopment projects is adjusted based on fosnwith respect to each of those categ:
of collateral; the loan value of the collateral Biases based on the amount of time such collagenalthe borrowing base. Subsequent to
date and through April 28, 2016, advances will curdg to be made for assets previously includedénpool of collateral as they move i
higher funding categories. Pre-sold homes may neinahe borrowing base for up to opear. Speculative homes may remain in the borra
base for up to 18 months . Vacant lots, land amgligtion and development projects may remain alibrrowing base for up to three years
As of December 31, 2014, the borrowing base wa®$2fillion , of which $139.4 million was outstandiand the remainin§60.6 millior
was available to borrow.

The Credit Agreement contains various financialer@nts including a minimum EBITDA to debt servicayments ratio; a debt
capitalization ratio; a leverage ratio; liquidigtio; ratio of value of all land, lots, and acqtitsi and development projects to net worth; a
net worth ratio. In addition, the Credit Agreemeanhtains various covenants that, among other céstns, limit the amount of the Compar
additional debt.

On September 30, 2014, certain provisions of thediCrAgreement were modified and supplemented. mMibdification of the Cred
Agreement increased each of the Combined Acquisiéiad Development (“A&D"and Entitled Land Subfacility, the Combined A&D,,tHEed
Land and Lot Inventory Subfacility, and the Entitleand Subfacility; modified certain of the Credigreement financial covenants, which
generally tested on a quarterly basis; and allothedCompany to incur up to $85.0 milliofiunsecured subordinated indebtedness. In adg
the debt to capitalization ratio, leverage ratiB|EDA ratio and liquidity rate were also modifiedt December 31, 2014, the Company we
compliance with all of the covenants containechimm €redit Agreement.

Convertible Notes

In November 2014, the Company issued $85.0 milkmygregate principal amount of its 4.25%envertible Notes due 2019. 1
Convertible Notes mature on November 15, 2@th6 bear interest at a rate of 4.25%, payable semély each year, beginning on May
2015. Prior to May 15, 2019the Convertible Notes will be convertible onlyompsatisfaction of any of the specified converstornts. On ¢
after May 15, 2019, note holders can convert tGeinvertible Notes at any time at their option.

As issued, the conversion of the Convertible Nates/ only be settled in shares of the Company's ammstock. Upon receipt
stockholder approval of the flexible settlementyisimns of the Convertible Notes, the Convertiblgtds will be convertible into cash, share
common stock, or a combination thereof, at the Camyjs election. The Company has sole discretioed¢oest stockholder approval for
flexible settlement feature, however there can beassurance that the stockholders will approvefltheble settlement feature. The init
conversion rate of the Convertible Notes is 46.4318&es of Company
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common stock for each $1,000 principal amount afi@otible Notes, which represents an initial cosi@r price of approximately $21.52|
share of Company common stock. The conversionisaebject to adjustments upon the occurrenceexiip events.

ASC Topic 470-20Pebt with Cash Conversion and Other Optioniequires the issuer of convertible debt that meysettled wholly
partially in shares or cash upon conversion, suctha Convertible Notes, to separately accountiferliability (debt) and equity (additior
paid-in capital) components in a manner reflectifehe issuershonconvertible debt borrowing rate. Notes payahl@ur accompanyir
consolidated financial statements include $76.3ianilwhich is the fair value of the $85.0 milli@ggregate principal amount of Convert
Notes issued; the fair value was determined usinliiseount rate 06.6% based on the rate of return investors would reqigirea simila
liability without the equity component, and refle@n $8.5 million discount. $5.5 milliasf the remaining proceeds was recorded to addil
paid-in capital to reflect the equity componentlug Convertible Notes and $3nfillion was recorded as a deferred tax liabilitheTcarryini
amount of the Convertible Notes is being accreteer the term to maturity. The net proceeds from dffering were approximatel$82.(
million ; of the $3.0 million of debt issuance cgs$2.7 million were allocated to the liability cponent and the remaining $0.3 millioras
allocated as an offset to the equity componenhefGonvertible Notes. As of December 31, 2014,Ghenpany incurred approximate$0.z
million discount accretion, $0.4 million of coupamterest, and $0.1 millioof debt issuance cost amortization. Interest andrémation o
Convertible Notes discount and issuance costsapiatized as cost of inventory: see Capitalizadriast table below.

Concurrent with the issuance of the Convertibleddpthe Company utilized, approximately $16.6 womillof the net proceeds from 1
sale of the Convertible Notes to repurchase 1.0iamishares of Company common stock to be held as measock. The remaining r
proceeds from issuance of the Convertible Note® lmen used for the purchase of land and lots andrgl corporate purposes, incluc
repayment of borrowings under the Company’s secrgeolving credit facility.

Notes payable consist of the following (in thousgn

December 31,
2014 2013

LGl Homes, Inc. —Notes payable to Texas Capital Bank, National Aisgion and ¢
syndication of lenders under the Credit Agreem8R00.0 million line at December &
2014) maturing through April 28, 2017; interestchbanonthly at LIBOR plus 2.759
with a LIBOR floor of 1.00%; collateralized by tlf@ompany and its subsidiaries' la
development and home construction costs (carryiaduev of $335.4 million ¢
December 31, 2014) $ 139,40 $ =

LGl Homes, Inc. — 4.25% Convertible Notes due November 15, 2019 aéstepaic
semi-annually at 4.25%; net of approximately $8iian in unamortized discount 76,69: —

LGl Homes Group, LLC —Notes payable to Texas Capital Bank, National Aissinn
under a credit facility ($35 million line at Deceant81, 2013) expiring June 30, 20
interest at LIBOR plus 3.0%, with a LIBOR floor 8100%; collateralized by borrowe
land, development and home construction costs y(carrvalue of $106.1 million ¢
December 31, 2013); guaranteed by a Family Prihdipa managing member, and n
managing members as joint and several guarantoBeetmber 31, 2013; the cre
facility was paid in full in April 2014 — 34,07¢

LGl Homes—Sunrise Meadow, LLC —Notes payable to Texas Capital Ba
National Association under a credit facility ($2u@llion at December 31, 2013) expiri
December 31, 2013; interest at LIBOR plus 3.9%hwat LIBOR floor of 0.10%
collateralized by borrower's land, development &odhe construction costs (carryi
value of $5.1 million at December 31, 2013); gutegad by a Family Principal; tl
credit facility was paid in full in April 2014 — 1,45

Total notes payable $ 216,09¢ $ 35,53¢

At December 31, 2014 and December 31, 2013, LIB@R W25% and 0.24%respectively. Based on the terms of the varisdtie note
payable, the interest rates as of December 31, @3dPecember 31, 2013, were based on the intatesioor terms.
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As of December 31, 2014, the annual aggregate itiasuof our notes payable during each of the rieet fiscal years are as follo
(amounts in thousands):

Amount

2015 $ 67,94¢
2016 35,59
2017 35,86:
2018 —
2019 85,00(
Total notes payable 224,40«

Less: Convertible Notes discount (8,305
Net notes payable $ 216,09¢

Capitalized Interest

Interest activity, including other financing codts, notes payable for the periods presented fsllsvs (in thousands):

Year Ended December 31,

2014 2013 2012
Interest incurred $ 6,02¢ $ 1,37¢ % 824
Less: Amounts capitalized (6,02¢6) (1,327) (829)
Interest expense $ — % 51 $ 1
Cash paid for interest $ 4,10¢ % 1,22( % 79C

Included in interest incurred was $1.1 million atimation of deferred financing costs of and $0.2lioxi amortization of Convertib
Notes discount for the year ended December 31,.

10. INCOME TAXES
All Company operations are domestic. The providmrincome taxes consisted of the following (indkands):

Year ended December 31,

2014 2013 2012

Current:

Federal $ 13,26¢ $ 841 $ —

State 1,60¢ 513 15¢&
Current tax provision 14,87: 1,35¢ 15&
Deferred:

Federal — (265) —

State 4 (23) —
Deferred tax benefit 4) (28¢) —
Total income tax provision $ 14,86¢  $ 1,06 $ 15¢

Income taxes paid were $15.2 million , $0.1 milleomd $0.2 milliorfor the years ended December 31, 2014, 2013, ah#, 28spectivel

Prior to the Reorganization Transactions, the Rrestor consisted of limited liability companies dintited partnerships, all of whi
were treated as partnerships for income tax pugddewever, as a result of the Reorganization Eetitns, the Predecessor entities
subsidiaries of the Company, thereby becoming stibjefederal and certain state taxes beginning
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November 13, 2013. As a result of this tax stahenge, the Company recorded a net deferred taiitijadnd a on-time noneash charge
$0.2 million included in the income tax provisiom 2013. In addition, the remeasurement of the Rest®rs historical interests in t
LGI/GTIS Joint Ventures generated approximately8$4illion of excess book goodwill primarily attritable to the Predecessertarryove
basis in the joint ventureg’ssets and liabilities that is not deductible &tdral income tax purposes. This excess goodwilbisamortizable f
tax purposes.

A reconciliation of the provision for income taxies 2014 and 2013 and the amount computed by applie statutory federal incol
tax rate of 35%0 income before provision for income taxes for years ended December 31, 2014 and 2013, and tioel geibsequent to t
Reorganization Transactions, November 13, 2013dceihber 31, 2013 follows (in thousands):

Year Ended December 31, November 13, 2013 -
2014 2013 December 31, 2013

Tax at federal statutory rate $ 15,07¢ 35.(% $ 7,981 35.(% $ 2,72t 35.C%
State income taxes (net of federal benefit) 1,03i 2.4 43¢ 1.¢ 48 0.€
Domestic production activity deduction (1,299 (3.0 (88) (0.9 (88) (1.2
Non deductible expenses and other 47 0.1 1 0.1 1 0.1
Change in tax status of entity - deferred taxes — — 24t 1.1 24¢€ 3.2
Non-taxable - gain on remeasurement — — (2,25€) (9.9 (2,25€) (29.0
Income attributable to partnerships - nontaxable — — (5,25€) (23.7) — —
Tax at effective rate $ 14,86¢ 345% $ 1,06¢ 47% $ 67¢€ 8.E%

The components of net deferred tax assets anditiediat December 31, 2014 and December 31, 24xE3as follows (in thousands):

December 31

2014 2013
Deferred tax assets:
Accruals and reserves $ 91z $ 47C
Inventory 527 —
Compensation related to RSUs 373 39t
Deferred loan costs 10¢ —
Deferred Rent 43 —
Total deferred tax assets 1,964 86&
Deferred tax liabilities:
Discount on Convertible Notes (3,079 —
Prepaids (1,019) —
Tax depreciation in excess of book depreciation (350 (229
Goodwill and other assets amortized for tax (202) (96)
Inventory — (25¢)
Total deferred tax liability $ 4,649 $ (577)
Total net deferred tax asset (liability) $ (2,68) §$ 28¢
11. EQUITY

The Company is authorized to issue 250,000,000eshafr common stock, par value $0.01 per share 5¢20@D,000shares of preferr
stock, par value $0.01 per share. On November @14,2he Company purchased 1.0 million shareseftbmpany’s common stock $16.5¢
per share; the repurchased shares are held asryresésck. At December 31, 2014 the Company ha@48)044shares of common stock issi
and 19,849,044 shares of common stock outstandinBecember 31, 2013 the Company had 20,763shé8es of common stock issued
outstanding. As of December 31, 2014 and 2013haces of preferred stock were issued or outstanding
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Earnings Per Share

The following table sets forth the computation afic and diluted earnings per share for the yede@mecember 31, 2014 and ft
November 13, 2013 to December 31, 2013. Earningsipare is not computed for the period prior to ¢lusing date of the IPO because
Predecessor consisted of limited liability compardad limited partnerships and LGl Homes, Inc.rditthave operations.

For the Period
For the year from November

Ended 13, 2013 -
December 31, December 31,
2014 2013
Numerator:
Numerator for basic earnings per share (inshads) $ 28,21 % 7,11(
Effect of dilutive securities:
Interest expense associated with Converfildtes, net of taxé® 7 —
Numerator for diluted earnings per share 28,21¢ 7,11(
Denominator:
Basic weighted average shares outstanding 20,666,75 20,763,44
Effect of dilutive securities:
Convertible dels? 432,95° —
Restricted stock units 103,25 70,67¢
Diluted weighted average shares outstanding 21,202,96 20,834,12
Basic earnings per share $ 137 $ 0.34
Diluted earnings per share $ 13t % 0.34

(1) In accordance with ASC 260-1Barnings Per Sharethe Company calculated the dilutive effect ofvemntible securities using the “if-
converted’method. Reflects the shares impact based on theecsian rate and period outstanding and the intesggense reflected
net income attributable to the Convertible Notes.

3,022 nonvested restricted stock units were excluded froenctbmputation of diluted earnings per share foryer ended December
2014, because their effect was antidilutive. Thveeee no antidilutive securities for the year enBedember 31, 2013.

Predecessor's Owners' Equity

The following table reflects the activity and batas in the owners’ equity of the Predecessor poithhe Reorganization Transactions (in
thousands):

LGI Homes LGI Homes LGI Homes-
Group, Corporate, Deer Creek,
LLC LLC LLC Other
Members’ Members’ Members’ Partnerships’ Total Owners’
Capital Capital Capital Capital Equity
BALANCE—DECEMBER 31, 2011 $ 4118 $ 317t $ 957 $ 4,746 $ 12,99
Net income 6,44¢ 2,25¢ 80:< 19¢ 9,70¢
Contributions 6,65( _ — — 6,65(
Distributions (53) (2,002) (1,760 (320 (4,135
BALANCE—DECEMBER 31, 2012 $ 17,158 $ 3431 $ — 3 4628 $ 25,21
Net income 11,89: 1,88¢ — 1,441 15,210
Contributions _ 2,50( _ 35 2,53¢
Distributions (6,969) (1,469 — (679) (9,11))
BALANCE—NOVEMBER 13, 2013 $ 22,07¢  $ 6,34¢ $ — 3 542¢ % 33,85:

LGl Homes Group, LLC is a Texas limited liability company formed in Mar2011. EDSS Holdings, LP, a limited partnershipiyh
owned by the Family Principals, owned 50.125% of Hemes Group, LLC, and LGI Investment Fund Il, LP,

78




Table of Contents

owned the remaining 49.875%.GI Investment Fund Il, LP was formed as a Tdkaged partnership in June 2011. LGI Fund Il GRQ was
the 1% general partner. LGl Fund Il GP, LLC is wiawned by Eric Lipar. The limited partners wei@ious investors.

In March 2013, LGI Homes Group, LLC formed LGI FuitidHoldings, LLC (a joint venture consolidated time accompanying financ
statements) with LGI Investment Fund IIl, LP (seatdN6). LGl Homes Group, LLC was the managing memblee LGI Investment Fund |
LP was formed as a Texas limited partnership inrlraty 2013. LGl Fund Il GP, LLC was the 1§éneral partner. LGl Fund I1ll GP, LLC
wholly-owned by Eric Lipar. The limited partners ngevarious investors. In accordance with the teofnthe formation of LGl Investment
Fund Ill, LP, the limited partnership exchanged its 88#nership in LGl Fund Il Holdings, LLC for approrately 1.5 times the investm:
amount upon completion of the IPO and as part@Rborganization Transactions.

LGl Homes Corporate, LLC is a Texas limited liability company formed in Mar2010 and was whollgwned and managed by
Family Principals prior to the Reorganization Traetfons.

LGl Homes—Deer Creek, LLC is a Texas limited liability company formed in J®@09 and was whollgwned and managed by
Family Principals prior to the Reorganization Tracteons.

The Other Partnerships included in the accompangamgolidated financial statements and aggregat#teiabove table are:

e LGIHomesll, LLC , formerly LGl Homes, Ltd. and JTM Housing, Ltd.asvformed as a Texas limited partnership in Dece2®@2
renamed as LGl Homes, Ltd. in October 2004 and H@mes II, LLC in November 2013. LGI GP, LLC, a wlyebwned Texas limite
liability company formed in 2002 as a wholly-ownsabsidiary of LGI Holdings, LLC, was the 1l&eneral partner of LGl Homes
LLC. The limited partner was 99% owned by the FarRitincipals prior to the Reorganization Transatgio

e LGI Homes - Sunrise Meadow, LLC, formerly LGl Homes Sunrise Meadow, Ltd. was formed as a Texas limgtadnership i
February 2005 and renamed as LGl Homes - Sunriseldde, LLC in November 2013. LGl GP, LLC, was the g&wmeral partner. Tl
entity was wholly-owned and managed by the Familgdipals prior to the Reorganization Transactions.

* LGI Homes - Canyon Crossing, LLC, formerly LGl Homes Canyon Crossing, Ltd. was formed as a Texas limitadnership i
May 2005 and renamed as LGl Homes - Canyon CroskinG in November 2013. LGI GP, LLC, was the Igéneral partner. Tl
entity was wholly-owned and managed by the Familgdipals prior to the Reorganization Transactions.

12. STOCK-BASED COMPENSATION
2013 Stock Incentive Plan

As approved by the Company's stockholders, the @osnpdopted the LGI Homes, Inc. 2013 Equity Inaen®lan (the 2013 Incentiv
Plan”) to reward, retain and attract key personAeDecember 31, 2014 , 2,000,08Bares of the Company's common stock had beervee
for issuance pursuant to the 2013 Incentive Plan.

Non-performance Based Restricted Stock Units
The following table summarizes the activity of thempany's restricted stock units (“RSUs"):

Weighted Average
Grant Date Fair

Shares Value
Balance at January 1, 2013 — 3 =
Granted 140,22. $ 11.0C
Balance at December 31, 2013 140,22. $ 11.0C
Granted 82,44. $ 16.5:2
Vested (116,54) $ 11.0¢
Forfeited (3,339 $ 11.0C
Balance at December 31, 2014 102,78( ¢ 15.4:

79




Table of Contents

In March 2014, the Company issued 37,307 RSUs ttioeofficers in settlement of approximately $@nfllion of bonuses that we
earned under the 2013 performance-based cash ptamusind accrued at December 31, 2013. The RSUs dawne year vesting period a
will be settled in shares of the Company's comniooks The weighted average fair value on the gdate was $17.20 .

In addition, during the year ended December 3142@e Company issued 45,134 RSUs to certain erapkyexecutives and non-
employee directors which vest over periods randiogh one to three years. The RSUs will be setttedhares of the Comparsytommo
stock. The fair value of the RSUs was determineldet@qual to the number of shares of the Compaoysnon stock to be issued pursual
the RSUs, multiplied by the closing price of thenpany's common stock on the date the RSUs weredadalhe weighted average fair ve
on the grant dates was $15.97 for the year endexmlger 31, 2014. The Company recognized $0.5 millind $42,814 of stodkase!
compensation expense related to outstanding RSaigtsgfor the years ended December 31, 2014 and, 204Bectively. At December
2014, the Company had unrecognized compensatidno€@®.6 millionrelated to unvested RSUs, which is expected teebegnized over
weighted average period of 1.6 years.

Performance Based Restricted Stock Units

In February 2014, the Compensation Committee amuiay target of 62,906 performance-based restristeck units (“Performance-
Based RSUs") for certain members of senior managewnfethe Company. The PerformarBased RSUs provide for shares of the Comp
common stock to be issued based on the attainnie@ri@in performance metrics of the Company olierthreeyear period, January 1, 2(
to December 31, 2016. The number of shares of ttrapgany's common stock that may be issued to thpieats for the Performand@ase!
RSUs range from 0% to 200%f the target amount depending on actual resultzcaspared to the target performance metrics.
Performance-Based RSUs vest upon the determindtitenfor the actual results at the end of the thyear period and require the recipie
continue to be employed by the Company throughdétermination date. The PerformarBased RSUs will be settled in shares of
Company's common stock.

The fair value of the Performance-Based RSUs wasriéned to be equal to the number of shares o€tirapanys common stock to |
issued based on the target amount multiplied bylibsing price of the Company’s common stock of $87n the date the PerformariBasel
RSU awards were approved by the Compensation Cdeemifs of December 31, 2014, the target amouniesepts management's t
estimate of the number of shares of the Compamytsmwon stock expected to be issued at the end dhtee year performance cycle. T
Company recognized $0.3 million of total stock-lthsempensation expense related to outstanding feaficeBased RSUs grants for !
year ended December 31, 2014. At December 31, 26&4Zompany had unrecognized compensation c¢$0.8 million, based on the tar¢
amount, related to unvested Performance-Based R&tish is expected to be recognized over a weightedage period of 1.5 years.

13. RELATED PARTY TRANSACTIONS

From time to time, the Company may engage in tretitgas with entities that are affiliated with the@pany. Transactions with rela
parties are in the normal course of operations.

Consulting Fees

Concurrent with the IPO, the Company entered intbraee -year consulting agreement with a Family&pial for $100,00(er yea
payable on a monthly basis. Consulting fees wemragmately $100,000 and $17,006r the years ended December 31, 2014 and
respectively.

Management and Warranty Fees

The Predecessor had a Management Services Agreemigmteach of the LGI/GTIS Joint Ventures. The Rmksor provide
administration, supervision, marketing, and variamiber services for the joint ventures. The Pressme charged the joint venture
management fee of approximately 3% of home salema®s and 3%f construction costs for the development of laasl,applicable. Tt
management and construction fees were in additiafirect costs charged to the joint ventures. Mansnt fees earned under the agreer
were $2.6 million and $2.3 million for the yeardled December 31, 2013 and 2012 , respectively.

The Predecessor collected a warranty fee of $&& the LGI/GTIS Joint Ventures upon the closirfgtiee sale of each home ¢
provided a Home Buildes’ Limited Warranty to the buyer of each home. ThexlBcessor was responsible for the performanceligntarge ¢
any warranty claims asserted against the jointurestor the GTIS member. Warranty fees earned $@&demillionfor each of the years enc
December 31, 2013 and 2012.
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Profit Sharing Plan

The Companys employees are eligible to participate in a 40%@gings plan established by LGI Holdings, LLC|stes company in ¢
unrelated business. Employees are eligible to qipétie after completing ninety days of service &asling attained the age of 21Salan
deferrals are allowed in amounts up to 100% of lagibee employee$ salary, not to exceed the maximum allowed by lavdiscretionar
match may be made by the Company of up to 100%efitst 3% of an eligible employee’s deferral, tmtexceed $3,000For each of tt
years endeiDecember 31, 2014 , 2013 and 2012 , the Comparsishing contributions were $0.3 million, $0.1 nahi and $0.1 million
respectively.

Riverchase Acquisition

On July 11, 2014, the Company acquired approximéatg02acres of land located in Lancaster County, Souttol®a, from an entit
owned and managed by a Family Principal, for ameggge purchase price of approximately $15.4 miillibased on a third party appraisal.

14. COMMITMENTS AND CONTINGENCIES
Contingencies

In the ordinary course of doing business, the Campaecomes subject to claims or proceedings frane tto time relating to tl
purchase, development, and sale of real estateagdmment believes that these claims include usukdadions incurred by real est
developers in the normal course of business. Inoffirion of management, these matters will not haveaterial effect on the Compaay’
combined financial position, results of operationgash flows.

The Company has provided unsecured environmerdahinities to certain lenders and other countegzarth each case, the Comp
has performed due diligence on the potential enwmrental risks including obtaining an independentirenmental review from outsi
environmental consultants. These indemnities ot@igae Company to reimburse the guaranteed pddietamages related to environme
matters. There is no term or damage limitation loesé indemnities; however, if an environmental enadtrises, the Company may h
recourse against other previous owners. Manageimemwt aware of any environmental claims or ocoawes and has recorded no reserve
environmental matters at December 31, 2014 and.2013

Land Deposits

The Company has land purchase option contractergiynthrough cash deposits, for the right to pase land or lots at a future poin
time with predetermined terms. The Company doedauwe title to the property and obligations witlspect to the option contracts which
generally limited to the forfeiture of the relatadnrefundable cash deposits. The following is arsany of the Company's land purch
deposits and option contracts included in pre-agtjom costs and deposits (in thousands, excegofaount):

December 31,

2014 2013
Land deposits and option payments $ 9,591 $% 2,97
Commitments under the land purchase option andgitepgreements if the purchases are
consummated $ 86,277 $ 111,11
Lots under land options and land purchase contracts 3,921 8,21¢

As of December 31, 2014, approximately $7.4 millafrthe deposits are related to purchase contraatieliver finished lots and the
deposits are refundable under certain circumstaaegsecured by indemnity mortgages on the refateoerty.

Leasing Arrangements

The Company leases office facilities and certainiggent under nogancellable operating lease agreements. Rent &soafaovision:
are accounted for using the straight-line methahtRRxpense includes common area maintenance Rastsexpense totaled $0.7 millid®0.:
million and $0.2 million for the years ended DecemB1, 2014 , 2013 and 2012 , respectively.
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Future minimum lease payments under non-canceltgigeating lease agreements are as follows at Deeredd, 2014 (in thousands):

2015 $ 60%
2016 59(
2017 61€
2018 382
2019 14
Thereafter —

Total $ 2,207

Bonding and Letters of Credit

The Company has outstanding performance and stwaigs and letters of credit of $7.7 million, $0.4llion and $0.2million at
December 31, 2014 , 2013 and 2012 , respectivelgtad to the Compang/obligations for site improvements at various g@ct§. Certain sure
bonds are guaranteed by one of the Family Pringipdhnagement does not believe that draws upom thesds, if any, will have a mate
effect on the Company’s consolidated financial fiosj results of operations, or cash flows.

15. SEGMENT INFORMATION

The Company operates one principal homebuildingnless which is organized and reports by divisidme Tompany has fowperating
segments at December 31, 2014: the Texas divigienSouthwest division, the Southeast division #huedFlorida division. The Texas divisi
is the largest division and it comprised approxeha66.6% , 83.6% and 79.486 total home sales revenues for the year endeérbeer 31
2014, 2013 and 2012, respectively.

In accordance with ASC Topic 288egment Reporting operating segments are defined as components @nterprise for whic
separate financial information is available thaeisluated regularly by the chief operating decisitaker (“CODM”) in deciding how t
allocate resources and in assessing performaneeCTODM primarily evaluates performance based omtimber of homes sold, gross ma
and net income.

The operating segments qualify for aggregationreseporting segment. In determining the reportabtgremnt, the Company concluc
that all operating segments have similar economi @ather characteristics, including similar homeofl plans, average selling prices, g
margin percentage, production construction proggssappliers, subcontractors, regulatory envirortsjeaustomer type, and underly
demand and supply. Each operating segment follbevsame accounting policies as the Company. Thep@oynhas no intesegment sales,
all sales are to external customers.

16. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITE D)
Quarterly results are as follows (in thousandsepkper share data):

First Second Third Fourth
Quarter Quarter Quarter Quarter
2014 2014 2014 2014
Total home sales revenues $ 7591¢ $ 106,41: $ 92,51¢ $ 108,42(
Gross margin 19,53( 28,39¢ 25,26( 29,60:
Income before income taxes 7,067 13,90« 10,53« 11,57«
Net income 4,59¢ 9,031 7,04¢ 7,53¢
Basic earnings per share 0.2z 0.44 0.34 0.37
Diluted earnings per shafe 0.22 0.44 0.34 0.3¢
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First Second Fourth
Quarter Quarter  Third Quarte Quarter
2013 2013 2013 2013
Total home sales revenues $ 2147¢ $ 3651¢ $ 37,03 $ 65,03
Gross margin 5,66: 10,19« 9,952 12,93¢
Income before income taxes 2,49 5,10z 5,281 9,917
Net income 2,45( 5,01: 5,15( 9,12«
Net income attributable to owners 2,45( 5,15¢ 5,58¢ 9,131
Basic and diluted earnings per sh@re — — — 0.3¢

(1) Diluted earnings per share for the fourth qerareéflects the effect of the Convertible Notesi\gshe “if converted” method.
(2) Earnings per share is presented for the pdrmmd November 13, 2013 (post Reorganization Trathwas and date of closing of IPO) to Decembel
2013. SedNote 11 - Equityor calculation of earnings per share
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ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOU NTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Under the supervision and with the participatioroaf Chief Executive Officer and Chief Financialfioér, management has evalue
the effectiveness of the design and operation ofdisclosure controls and procedures (as defineRutes 13a-15(e) or 15t5(e) of th
Securities Exchange Act of 1934) as of DecembefB14. Based upon that evaluation, our Chief Exeedfficer and Chief Financial Offic
concluded that, our disclosure controls and proeetlare effective to ensure information is recordgedcessed, summarized and repc
within the periods specified in the Securities d&xthange Commissios’rules and forms and is accumulated and commumuicet ou
management, including our Chief Executive Officad e&Chief Financial Officer, as appropriate to alltmely decisions regarding requil
disclosure.

Our management, including our Chief Executive @ifiand Chief Financial Officer, does not expect thar disclosure controls a
procedures will prevent all errors and all fraudc@ntrol system, no matter how well conceived aperated, can provide only reasonable
absolute, assurance that the objectives of theaasystem are met. Further, the design of a costrstem must reflect the fact that there
resource constraints, and the benefits of contralst be considered relative to their costs. Becafighe inherent limitations in all cont
systems, no evaluation of controls can provide laibs@ssurance that all control issues and instaot&aud, if any, have been detected. T
inherent limitations include the realities thatgutents in decisiomaking can be faulty and that breakdowns can ooeoause of simple eri
and mistake. Additionally, controls can be circumeg by the individual acts of some persons, byusimn of two or more people or
management override of controls.

The design of any system of controls also is basgaurt upon certain assumptions about the likelthof future events, and there cai
no assurance that any design will succeed in aittgdts stated goals under all potential futureditbons. Over time, a control may becc
inadequate because of changes in conditions oubedhe degree of compliance with the policiesrocgdures may deteriorate. Because ¢
inherent limitations in a cost-effective controb®m, misstatements due to error or fraud may cmedmay not be detected.

Management’'s Assessment on Internal Control Over Fiancial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finahporting, as such term is defir
in Rule 13a15(f) under the Exchange Act. Under the supervisaod with the participation of senior management)uding our Chie
Executive Officer and Chief Financial Officer, weaduated the effectiveness of our internal contreér financial reporting based on
framework inIlnternal Control-Integrated Frameworissued by the Committee of Sponsoring Organizatafnthe Treadway Commission

2013. Based on the evaluation under that framevemidk applicable SEC rules, our management concltiegdour internal control ov
financial reporting was effective as of DecemberZ114.

Changes in Internal Controls

No change in our internal control over financiglaging as such term is defined in Exchange AceRiBai5(f) occurred during the ye
ended December 31, 2014 that has materially aflecteis reasonably likely to materially affect,ranternal control over financial reporting.

ITEM 9B. OTHER INFORMATION

None.
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PART IlI

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS

The information called for by Item 10, to the extent set forth in “Business- Executive Officers”in Item 1, will be set forth in tt
definitive proxy statement relating to the 2015 @wainmeeting of stockholders of LGl Homes, Inc. parg to SEC Regulation 14A. St
definitive proxy statement relates to a meetingtotkholders involving the election of directorglahe portions thereof called for by Iltem
are incorporated herein by reference pursuantsidation G to Form 10-K.

ITEM 11. EXECUTIVE COMPENSATION

The information called for by Item 11 will be setth in the definitive proxy statement relatinghe 2015 annual meeting of stockholt
of LGl Homes, Inc. pursuant to SEC Regulation 18Ach definitive proxy statement relates to a meatiiistockholders involving the elect
of directors and the portions thereof called forlteyn 11 are incorporated herein by reference fantsto Instruction G to Form 10-K.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICI AL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information called for by Item 12 will be setth in the definitive proxy statement relatinghe 2015 annual meeting of stockholt
of LGl Homes, Inc. pursuant to SEC Regulation 18Ach definitive proxy statement relates to a meatiiistockholders involving the elect
of directors and the portions thereof called follteyn 12 are incorporated herein by reference fantsto Instruction G to Form 10-K.

ITEM 13. CERTAIN RELATIONSHIPS, RELATED TRANSAC TIONS AND DIRECTOR INDEPENDENCE

The information called for by Item 13 will be setth in the definitive proxy statement relatinghe 2015 annual meeting of stockhol
of LGl Homes, Inc. pursuant to SEC Regulation 18Ach definitive proxy statement relates to a meetiitstockholders involving the elect
of directors and the portions thereof called forlteyn 13 are incorporated herein by reference famntsto Instruction G to Form 10-K.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
The information called for by Item 14 will be sairth in the definitive proxy statement relating tte 2015 annual meeting
stockholders of LGI Homes, Inc. pursuant to SEC tRa&gn 14A. Such definitive proxy statement retate a meeting of stockhold

involving the election of directors and the poridhereof called for by Item 14 are incorporatecbimeby reference pursuant to Instruction ¢
Form 10-K.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENTS SCHED ULES

(1) The following Consolidated Financial Statements aset forth in Item 8 of this report are filed herein

Consolidated Financial Statements
Report of Independent Registered Public Accounfimgn
Consolidated Balance Sheets as of December 31,£012013
Consolidated Statements of Operations for the yeeded December 31, 2014, 2013 and 2012
Consolidated Statements of Equity from January0122o0 December 31, 2014
Consolidated Statements of Cash Flows for the yeated December 31, 2014, 2013 and 2012
Notes to the Consolidated Financial Statementthimyears ended December 31, 2014, 2013 and 2012

(2)  Financial Statement Schedules

All schedules are omitted because the requirednmdtion is not present, in amounts sufficient fguiee submission of the schedule, or
because the required information is included infithencial statements and related notes thereto.

(3)  Exhibits

The exhibits filed or furnished as part of this aalhreport on Form 10-K are listed in the IndeEtdibits immediately preceding those
exhibits, which Index is incorporated in this Itbyreference.
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SIGNATURES

Pursuant to the requirements of the Section 13t)lof the Securities Exchange Act of 1934, thgsteant has duly caused this
report to be signed on its behalf by the undersigtteereunto duly authorized.

LGI Homes, Inc.

Date: March 12, 2015 /sl Eric Lipar

Eric Lipar
Chief Executive Officer and Chairman of the Board

March 12, 2015 /sl Charles Merdian

Charles Merdian
Chief Financial Officer, Secretary and Treasurer

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed belptie following persons on
behalf of the registrant and in the capacities@mthe dates indicated.

Signature Title Date
Chief Executive Officer and Chairman of the
/sl Eric Lipar Board March 12, 2015
Eric T. Lipar (Principal Executive Officer)

Chief Financial Officer, Secretary and

/sl Charles Merdian Treasurer March 12, 2015
Charles Merdian (Principal Financial and Accounting Officer)
/s/ Duncan Gage Director March 12, 2015

Duncan Gage

/s/ Bryan Sansbury Director March 12, 2015
Bryan Sansbury

/sl Steven Smith Director March 12, 2015
Steven Smith

/s/ Robert Vaharadian Director March 12, 2015
Robert Vaharadian

/sl Ryan Edone Director March 12, 2015
Ryan Edone
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EXHIBIT INDEX

Exhibit No. Description

3.1 Certificate of Incorporation of LGI Homes, Inc. ¢orporated by reference to Exhibit 3.1 to the Regfion Statement on Form
S-1 (File No. 333-190853) of LGl Homes, Inc. filed August 28, 2013).

3.2 Bylaws of LGl Homes, Inc. (incorporated by refereno Exhibit 3.2 to the Registration Statement om#S-1 (File No. 333-
190853) of LGI Homes, Inc. filed on August 28, 2D13

4.1 Indenture dated as of November 21, 2014, by andemat LGl Homes, Inc. and Wilmington Trust, National
Association, as trustee, governing LGl Homes, $nt.25% Convertible Notes due 2019, including anfof note (incorporated
by reference to Exhibit 4.01 to the Current Reporform 8-K (File No. 1-36126) of LGl Homes, Initefl on November 26,
2014).

10.1 Credit Agreement, dated as of April 28, 2014, bgt among LGl Homes, Inc. and each of its subsicatiee
lenders from time to time party thereto and Texapital Bank, National Association, as administ@tagent and letter of credit
issuer (incorporated by reference to Exhibit 108.the Current Report on Form 8-K (File No.

1-36126) of LGl Homes, Inc. filed on May 2, 2014).

10.2 Commitment Increase Agreement, dated as of Julg@®14, by and among LGl Homes, Inc., its subsidgalisted therein,
Woodforest National Bank, Fifth Third Bank and Texzapital Bank, National Association, as
administrative agent (incorporated by referencExbibit 10.1 to the Current Report on Form 8-K ¢ANo.

1-36126) of LGl Homes, Inc. filed on August 6, 214

10.3* First Modification Agreement, dated as of Septeng@isr2014, by and among LGI Homes, Inc., its subgik
listed therein, the lenders from time to time pdhigreto and Texas Capital Bank, National Assamigtas
administrative agent.

10.4* Second Commitment Increase Agreement, dated aspé®ber 30, 2014, by and among LGI Homes, Irgc., it
subsidiaries listed therein, Wells Fargo Bank, dlzl Association and Texas Capital Bank, Nationsddtiation, as
administrative agent.

10.5 Employment Agreement, dated as of August 23, 2b&8yeen LGl Homes, Inc. and Eric Lipar (incorpodabg
reference to Exhibit 10.1 to the Registration Steet on Form S-1 (File No. 333-190853) of LGI Homles.
filed on August 28, 2013).

10.6 LGl Homes, Inc. 2013 Equity Incentive Plan (incaqted by reference to Exhibit 10.2 to Amendment Nto the Registration
Statement on Form S-1 (File No. 333-190853) of HBMmes, Inc. filed on September 20, 2013).

21.1* List of Subsidiaries of LGl Homes, Inc.

23.1* Consent of Independent Registered Public Accourking

23.2" Consent of Independent Registered Public Accourking

31.1* CEO Certification, Pursuant to Section 302 of theb&nes-Oxley Act of 2002

31.2* CFO Certification, Pursuant to Section 302 of theb@nes-Oxley Act of 2002

32.1* Certification Pursuant to 18 U.S.C. Section 1350adopted Pursuant to Section 906 of the Sarbarkes-@ct of 2002

32.2* Certification Pursuant to 18 U.S.C. Section 1350adopted Pursuant to Section 906 of the Sarbarkesy-@ct of 2002

101.INSt  XBRL Instance Document.

101.SCHt XBRL Taxonomy Extension Schema Document.

101.CALtT XBRL Taxonomy Extension Calculation Linkbase Docume

101.DEFt XBRL Taxonomy Extension Definition Linkbase Docurhen

101.LABt XBRL Taxonomy Extension Label Linkbase Document.

101.PREtT XBRL Taxonomy Extension Presentation Linkbase Doentn

* Filed herewith.

XBRL information is deemed not filed or a part afegjistration statement or Annual Report for pugsosf Sections 11 and 12 of 1
Securities Act of 1933, as amended, is deemedladtfbr purposes of Section 18 of the SecuritigsHange Act of 1934, as
T amended, and otherwise is not subject to liabiliiger such sections.



EXHIBIT 10.3
FIRST MODIFICATION AGREEMENT

This FIRST MODIFICATION AGREEMENT (this “*_Agreemeri} is made as of September 30, 2014, by
among (i)LGlI HOMES, INC. , a Delaware corporation (* Paref)t and its Subsidiaries that have executed
Agreement as a Borrower (individually and colleetyy “ Borrower”), (ii) the undersigned Lenders, and (ilEXAS
CAPITAL BANK, NATIONAL ASSOCIATION , a national banking association, as Administrathgent (*
Administrative Agent).

WITNESSETH:

WHEREAS, Administrative Agent, Borrower and Lenden® parties to that certain Credit Agreemen
amended, the “ Credit Agreemeit dated April 28, 2014, establishing a revolving liokecredit in the maximu
principal sum of $135,000,000 (the “ Credit Fagillt; and

WHEREAS, Administrative Agent, Borrower, Woodfordsgational Bank and Fifth Third Bank, executed
certain Commitment Increase Agreement, dated July314, increasing the Credit Facility Amount fr@d35,000,00
to $175,000,000; and

WHEREAS, Administrative Agent, Borrower and Wellar§o Bank, National Association, executed thataie
Second Commitment Increase Agreement, dated of daeém herewith, increasing the Credit Facility Ambérom
$175,000,000 to $200,000,000; and

WHEREAS, Administrative Agent, Borrower, and thedarsigned Lenders now propose to modify certaitme
terms and provisions of the Credit Agreement amddther related documents executed by Borrowehicd partie:
pertaining to, evidencing or securing the Credtilig (collectively, the “ Loan Document3.

NOW, THEREFORE, for and in consideration of thenpises and the mutual covenants and agree
contained herein, and for other good and valuablesideration, the receipt and sufficiency of whate hereb
acknowledged, Borrower, Administrative Agent and timdersigned Lenders hereby agree as follows:

1. Definitions. All terms used herein with initial capital letserbut not defined herein, shall have
meanings specified in the Credit Agreement.

2. Convertible Debt Subject to the following terms and conditions,nidistrative Agent and the Lend
hereby consent to Parent issuing up to $85,00(000egate principal amount of unsecured, contrdgtsiabordinatec
convertible debt after the date of this Agreembut,no later than December 31, 2014 (the “ ConieriDebt”):

(@) The Convertible Debt shall have the terms set famtithe preliminary offering memorandt
substantially in the form attached hereto_as Exhbil (the “ Preliminary Offering Memorandurf), as
supplemented by the related pricing term sheetveled by
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Parent to Administrative Agent within one (1) Buess Day of the pricing of the Convertible Debt (tHericinc
Term Sheet), a form of which is attached hereto_as ExhibiP A

(b)  The issuance of the Convertible Debt shall not behipited by _Section 13.bf the Credi
Agreement but shall be permitted Debt, pursuafection 13.1f the Credit Agreement.

(c) Parent shall not amend, modify or alter the termgrovisions of the Convertible Debt,
Preliminary Offering Memorandum (as supplementedhgy Pricing Term Sheet), the indenture governire
Convertible Debt, or the notes evidencing the Cdite Debt, relating to (i) the interest rate bétConvertibl
Debt, (ii) the maturity date of the Convertible Defni) the subordination or ranking of the Cont#iele Debt, o
(iv) the unsecured nature of the Convertible Dabteach case, without Administrative Agenprior writter
consent. For the avoidance of doubt, nothing ia 8ection 2(cyhall prohibit or restrict Parent from having
stockholders vote to approve the flexible settleinfer®., amounts owed on the Convertible Debt can be ip
shares of common stock of Parent, cash or a cotmynaf stock and cash, at the election of the 3
provisions of the Convertible Debt.

(d) It shall be an Event of Default under the Crediréement if (i) Borrower shall fail to pay wr
due any principal of or interest on any ConvertiDiebt, (i) the maturity of any Convertible Debtafdhhave
been accelerated, (iii) other than as expresslyiged for by the terms and provisions of the Cotikkr Debt a
of its original issuance date, any Convertible D&all have been required to be prepaid, repurchasdease
or redeemed prior to the stated maturity thereanyr cash collateral in respect thereof to be deledn(iv) an
event shall have occurred that permits (or, with giving of notice or lapse of time or both, woplkermit) an'
holder or holders of Convertible Debt or any Peraoting on behalf of such holder or holders to kreate th
maturity thereof, or (v) other than as expresstyted for by the terms and provisions of the Cotible Deb
as of its original issuance date, require any suelpayment, repurchase, defeasance or redemptianyotas
collateral in respect thereof to be demanded. Rer avoidance of doubt, neither the approval of mare
stockholders of the flexible settlement€. , amounts owed on the Convertible Debt can be paghares ¢
common stock of Parent, cash or a combinationawksand cash, at the election of the Parent) pianssof the
Convertible Debt, nor the exercise of Parentight to elect the form of settlement after rptedf sucl
stockholder approval shall be an Event of Defanttar the Credit Agreement.

(e) Notwithstanding Section 13.7 of the Credit Agreetmd®arent may repurchase or redeen
Convertible Debt, in accordance with the terms aravisions of the Convertible Debt as of its orairssuanc
date.

() The stated maturity date for the Convertible Délatlsbe no earlier than October 1, 2019.

() The interest rate for the Convertible Debt as sfdtiginal issuance date shall not exceel
percent (6.0%) per annum.
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3. Blended Entitled Land and A&D Improvements Ratithe following definition is hereby added $ectior
1.10f the Credit Agreement:

“ Blended Entitled Land and A&D I mprovements Ratio ” means, as of any date of determination
ratio of (a) the Maximum Credit Amount for all Eiteid Land and A&D Improvements combined, to
the Total Cost of all Land, Entitled Land and A&Biprovements that constitute Collateral at any ¢
time, regardless of whether such Collateral isildiggfor inclusion in the Borrowing Base or ha
Maximum Credit Amount of zero dollars ($0).

4. Combined A&D and Entitled Land SubfacilityThe definition of Combined A&D and Entitled Lar
Subfacility” as set forth in Section 10t the Credit Agreement is hereby revised and pgalan entirety as follows:

“ Combined A&D and Entitled Land Subfacility ” means a portion of the Credit Facility in an am
not to exceed (a) fortfive percent (45%) of the Credit Facility Amountprn the date of this Agreem
through April 30, 2015, (b) twentiive (25%) of the Credit Facility Amount, from Mdly; 2015 throug
December 31, 2015, and (c) twenty percent (20%hefCredit Facility Amount, from January 1, 2
and thereafter. The Combined A&D and Entitled L&ubfacility is part of, and not in addition to,
Credit Facility and the Commitments.

5. Combined A&D, Entitled Land and Lot Inventory Sutifdy . The definition of Combined A&D, Entitle:
Land and Lot Inventory Subfacility” as set forthSection 1.Jof the Credit Agreement is hereby revised and osular
entirety as follows:

“ Combined A& D, Entitled Land and Lot I nventory Subfacility ” means a portion of the Credit Faci
in an amount not to exceed (a) sifitye percent (65%) of the Credit Facility Amountorin the date «
this Agreement through April 30, 2015, (b) fortyrgent (40%) of the Credit Facility Amount, from M
1, 2015 through December 31, 2015, and (c) thiescent (30%) of the Credit Facility Amount, fr
January 1, 2016 and thereafter. The Combined A&RitlIEd Land and Lot Inventory Subfacility is [
of, and not in addition to, the Credit Facility aihe Commitments.

6. Compliance Certificate The form of Compliance Certificate attached t® @redit Agreement as Exhibit
is hereby revised and replaced with the new forl@ahpliance Certificate attached hereto as ExBibit
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7. Convertible Debt The following definition is hereby added_to Sentil.1of the Credit Agreement:

“ Convertible Debt ” means up to $85,000,000 aggregate principal amofunhsecured, contractug
subordinated, convertible debt to be issued byrRafer October 1, 2014, but no later than Dece
31, 2014.

8. Effective Leverage RatioThe following definition is hereby added_to Sentil.1of the Credit Agreemen

“ Effective Leverage Ratio ” means, as of any date of determination, the rdt{@)axhe Total Liabilitie
of Parent and its Subsidiaries as of such dateusthe outstanding balance of the Convertible Del
(b) the Tangible Net Worth of Parent and its Sulbsiels.

9. Entitled Land Subfacility The definition of “Entitled Land Subfacility” aset forth in_Section 1.bf the
Credit Agreement is hereby revised and replaceahimety as follows:

“ Entitled Land Subfacility ” means a portion of the Credit Facility in an amonat to exceed (
twentyfive percent (25%) of the Credit Facility Amountprin the date of this Agreement through A
30, 2015, and (b) ten percent (10%) of the Creddilfy Amount, from May 1, 2015 and thereaftere
Entitled Land Subfacility is part of, and not ind#tbn to, the Credit Facility and the Commitments.

10. Risk Assets Ratio The following definition is hereby added_to Sentil.1of the Credit Agreement:

“ Risk Assets Ratio ” means, as of any date of determination, the rdt{@)the sum of the value of
Land, Entitled Land, A&D Improvements and vacantd.owned by Parent or its Subsidiaries, to (b
Tangible Net Worth of Parent and its Subsidiaries.

11. Total Cost. The definition of “Total Cost” as set forth in @en 1.10of the Credit Agreement is here
revised and replaced in entirety as follows:

“ Total Cost ” means, (a) with respect to a House or Lot whiodBalateral, the aggregate amount of
following costs: (i) the acquisition costs of thppacable Lot (including the purchase price anc
reasonable, necessary and customary closing amstbid acquisition of such Lot), (ii) the amoun
construction hard costs actually incurred by Boeow the construction of the House or developnoé
the Lot, and (iii) the amount of Borrowsr’soft costs directly attributable to the consinrctanc
completion of such House, as submitted by Borrcamet approved by Administrative
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Agent, in its sole and absolute discretion; andw(ith respect to Land or an A&D Project whict
Collateral, the aggregate amount of the followimgts: (i) the acquisition costs of the applicabénd
(including the purchase price and all reasonabkxessary and customary closing costs foi
acquisition of such Land), (ii) the amount of constion hard costs actually incurred in the corcttoum
of the A&D Improvements, and (iii) the amount of lBower’s soft costs directly attributable to
construction and completion of such A&D Improvensgrds submitted by Borrower and approve
Administrative Agent, in its sole and absolute diksion.

12. Blended Entitled Land and A&D Improvement$he following paragraph is hereby added as Sedlit
(e)(7) of the Credit Agreement:

(7) Blended Entitled Land and A&D Improvements. The Maximum Credit Amount for (a) all Entitl
Land and A&D Improvements combined, shall not exicé® the amount that is equal to thifiye
(35%) of the Total Cost of all Land, Entitled Laadd A&D Improvements that constitutes Collater:
any given time, regardless of whether such Cobdtiereligible for inclusion in the Borrowing Base
has a Maximum Credit Amount of zero dollars ($0).

13. Financial CovenantsSection 12.1®f the Credit Agreement is hereby revised and ealan entirety ¢
follows:

Section 12.13Financial Covenants. Borrower shall perform each and every one of fiewing
financial covenants:

(a) Debt Service Coverage RatioBorrower shall not permit, for any four fiscal qgtearperiod, th
ratio of (a) EBITDA, to (b) Debt Service, for Bower and its Subsidiaries, on a consolidated bé&i
such four fiscal quarter period, to be less thand 1.0.

(b) Debt-to-Capitalization Ratio . Borrower shall not permit, as of the last dayany fiscal quarte
the ratio of (a) the Debt of Parent and its Sulasids, on a consolidated basis, as of such da{e) the
sum ofthe Debt of Parent and its Subsidiarigsisthe shareholdergquity in Parent and its Subsidiar
on a consolidated basis, as of such date, to exzé8do 1.0.

(c) Leverage Ratio. Borrower shall not permit, as of the last dayan¥ fiscal quarter, the Levere
Ratio to be greater than 1.75 to 1.0.
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(d) Liquidity . Parent and its Subsidiaries shall maintain, ab@last day of the fiscal quarter enc
September 30, 2014, Liquidity in excess of $23,000, Parent and its Subsidiaries shall maintairof
the last day of the fiscal quarter ending Decen®ier2014, and as of the last day of any fiscal gt
thereafter, Liquidity in excess of $40,000,000,

(e) Risk Assets Ratio. Borrower shall not permit, as of the last dayaay fiscal quarter, the Ri
Assets Ratio to be greater than 1.75 to 1.0.

() Tangible Net Worth . Borrower shall not permit, as of the last dayany fiscal quarter, Tangik
Net Worth for Parent and its Subsidiaries, on asobdated basis, to be less than the su
(@) $145,000,00(Qlus (b) 100% of the net proceeds of any issuancesocksir other equity interests
any Obligated Party (other than to another Obliddarty) after the Closing Datplus (c) 50% of th
amount of Net Income of Parent and its Subsidianesa consolidated basis (but without deductia
any net loss), for each fiscal quarter ending dfterClosing Date.

(g) Vertical Inventory Turn . Borrower shall not permit the number of Housebdther completed
under construction) owned by Parent or its Subgelato exceed the number of Houses convey
independent thirgharty purchasers by Parent or its Subsidiariesinvitiie immediately preceding 1
day period. For purposes of the preceding sentenemuse shall be deemed to be “under constructit
once the frame stage has commenced.

(h)  Quarterly Losses. Borrower shall not suffer net losses in more tihan consecutive fisc
quarters.

() Effective Leverage Ratio. Borrower shall not permit, as of the last dayany fiscal quarter, t
Effective Leverage Ratio to be greater than 1.2b.@0

() Blended Entitled Land and A&D Improvements Ratio. Borrower shall not permit, as of the
day of the fiscal quarter ending December 31, 2@hd, as of the last day of any fiscal quarter thitee
the Blended Entitled Land and A&D Improvements B#bi be greater than 0.35 to 1.0.

14. Environmental Site Assessmentdotwithstanding anything in the Credit Agreemeot,the contran
prior to any Land (regardless of whether such Len&ntitled Land or a component of an A&D Projels8coming
Collateral, Borrower shall deliver to AdministragifAgent, an environmental site assessment repdntrespect to tt
Land, prepared by a firm of engineers approved tgniistrative Agent, which report shall be satigbag in form an
substance to Administrative Agent, certifying ttiaere is no evidence that any Hazardous Materialge hbee
generated, treated, stored or disposed of on athedfand, or exist on, under or at the Land.

FIRST MODIFICATION AGREEMENT - Page 6




15. Title Insurance Notwithstanding anything in Section 6of the Credit Agreement, or elsewhere in
Credit Agreement, to the contrary, Title Insuranoethe form of a valid and effective mortgage&etihsurance polic
shall only be required for Land (regardless of wketsuch Land is Entitled Land or a component oA&D Project
that becomes Collateral from and after the datéhisfAgreement. The amount of the title insuranoeecage for suc
Collateral shall either be the Maximum Credit Ambéor such Collateral, or such lesser amount as iAgnative
Agent may reasonably require. Administrative Agdnt,its sole discretion, may require or waive Titlesuranc
(whether a commitment, report, binder or policy)dl other types of Collateral in its sole anda@hbte discretion.

16. Supplemental Fee Letter Borrower agrees to pay to Administrative Agendy the account «
Administrative Agent and each Lender, as applicatdes, in the amounts and on the dates set forthat certai
Supplemental Fee Letter, dated September 12, 2014.

17. Acknowledgment by Borrower Except as otherwise specified herein, the ternts @ovisions here
shall in no manner impair, limit, restrict or otivse affect the obligations of Borrower or any thiparty tc
Administrative Agent and the Lenders, as evidenmgdhe Loan Documents. Borrower hereby acknowledggsee
and represents that (i) Borrower is indebted toltbeders pursuant to the terms of the Notes;H@) liens, securi
interests and assignments created and evidencdldeblyoan Documents are, respectively, valid andsistibg liens
security interests and assignments of the resgedtgnity and priority recited in the Loan Docuneer(iii) there are n
claims or offsets against, or defenses or couraensl to, the terms or provisions of the Loan Docotsieand the oth
obligations created or evidenced by the Loan Docus)e(iv) Borrower has no claims, offsets, defense
counterclaims arising from any of Administrativeéky’'s or Lendersacts or omissions with respect to the Mortg:
Property, the Loan Documents or Administrative Agenor Lenders’performance under the Loan Documents or
respect to the Mortgaged Property; (v) the reprtasiems and warranties of Borrower contained inlthan Documen
are true and correct as of the date hereof, exodpe extent that such representations and waesaspecifically refe
to an earlier date, in which case they are truecamcect as of such earlier date; (vi) to Borrowddhowledge, neith
Administrative Agent nor Lenders are in default amadevent has occurred which, with the passagend, tgiving o
notice, or both, would constitute a default by Adisirative Agent or Lenders of their respectiveigditions under tt
terms and provisions of the Loan Documents; angl Barrower is not in default and no event has oz which, witl
the passage of time, giving of notice, or both, ldatonstitute a default by Borrower of its obligats under the terr
and provisions of the Loan Documents.

18. No Waiver of RemediesExcept as may be expressly set forth herein,impitontained in this Agreeme
shall prejudice, act as, or be deemed to be a waivany right or remedy available to Administraidgent or Lende
by reason of the occurrence or existence of any facumstance or event constituting a defaulteunthe Loa
Documents.

19. Costs and ExpensesContemporaneously with the execution and deliveseof, Borrower shall pay,
cause to be paid, all costs and expenses inciderihd preparation, execution and recordation hegewf th
consummation of the transaction contemplated henelgjuding, but not limited to, reasonable feesl axpenses
legal counsel to Administrative Agent.

FIRST MODIFICATION AGREEMENT - Page 7




20.  Additional Documentation From time to time, Borrower shall execute or piecand deliver f
Administrative Agent such other and further docuteeand instruments evidencing, securing or perngito the Cred
Facility or the Loan Documents as shall be readygnmalguested by Administrative Agent so as to enadeor effect tr
terms and provisions hereof. Borrower shall causdd delivered to Administrative Agent, an opiniohcounse
satisfactory to Administrative Agent, opining td tthe validity and enforceability of this Agreemg(it) the authority o
Borrower, to the extent organized under the lawBehware and Texas, to execute, deliver and parfts respectiv
obligations under this Agreement; and (iii) suchestmatters as reasonably requested by Adminiatraient.

21. Effectiveness of the Loan DocumentExcept as expressly modified by the terms andipians hereo
each of the terms and provisions of the Loan Docusnare hereby ratified and shall remain in fulickband effec
provided, however, that any reference in any ofliben Documents to the Credit Facility, the amaozonistituting th
Credit Facility, any defined terms, or to any oé tbther Loan Documents shall be deemed, from ated Hfe dat
hereof, to refer to the Credit Facility, the amouaahstituting the Credit Facility, defined termsdan such other Loz
Documents, as modified hereby.

22. Governing Law . THE TERMS AND PROVISIONS HEREOF SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS, EXCEPT AS
OTHERWISE EXPRESSLY PROVIDED HEREIN.

23. Time . Time is of the essence in the performance ofctvenants contained herein and in the |
Documents.

24. Binding Agreement This Agreement shall be binding upon the sucessand assigns of the par
hereto; provided, however, the foregoing shallm®ideemed or construed to (i) permit, sanctiohaige or condor
the assignment of all or any part of the MortgaBedperty or any of Borrower's rights, titles oreirgsts in and to tl
Mortgaged Property or any rights, titles or intéses and to Borrower, or (ii) confer any rightlej benefit, cause
action or remedy upon any person or entity notreygeereto, which such party would not or did ntiteywise possess.

25. Headings The section headings hereof are inserted foreiewnce of reference only and shall in no
alter, amend, define or be used in the construaianterpretation of the text of such section.

26. Construction. Whenever the context hereof so requires, referém¢he singular shall include the ph
and likewise, the plural shall include the singulaords denoting gender shall be construed to ntkammasculine
feminine or neuter, as appropriate; and specifiengration shall not exclude the general, but shaliconstrued
cumulative of the general recitation.

27. Severability. If any clause or provision of this Agreementiisshould ever be held to be illegal, invalic
unenforceable under any present or future law egiplé to the terms hereof, then and in that eveistthe intention ¢
the parties hereto that the remainder of this Agesd shall not be affected thereby, and that i ¢éiteach such clau
or provision of this Agreement
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that is illegal, invalid or unenforceable, suchusla or provision shall be judicially construed amtgrpreted to be .
similar in substance and content to such illegalalid or unenforceable clause or provision, asdbmetext therec
would reasonably suggest, so as to thereaftergad, iealid and enforceable.

28. Counterparts To facilitate execution, this Agreement may becaed in as many counterparts as me
convenient or required. It shall not be necesdaay the signature and acknowledgment of, or onlbehaeach party
or that the signature and acknowledgment of alsqes required to bind any party, appear on eachtemqart. Al
counterparts shall collectively constitute a singkrument. It shall not be necessary in makirgppof this Agreemel
to produce or account for more than a single capaté containing the respective signatures of,robehalf of, each
the parties hereto. Any signature page to any eospatt may be detached from such counterpart witimopairing the
legal effect of the signatures thereon and thezeadttached to another counterpart identical tbeeaicept havin
attached to it additional signature pages.

29. Notice of Final Agreement. THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS
EMBODY THE FINAL, ENTIRE AGREEMENT AMONG THE PARTIE S HERETO AND THERETO AND
SUPERSEDE ANY AND ALL PRIOR COMMITMENTS, AGREEMENTS , REPRESENTATIONS, AND
UNDERSTANDINGS, WHETHER WRITTEN OR ORAL, RELATING T O THE SUBJECT MATTER
HEREOF AND THEREOF AND MAY NOT BE CONTRADICTED OR V ARIED BY EVIDENCE OF PRIOR,
CONTEMPORANEOUS, OR SUBSEQUENT ORAL AGREEMENTS OR DISCUSSIONS OF THE PARTIES
HERETO OR THERETO. THERE ARE NO ORAL AGREEMENTS AMO NG THE PARTIES HERETO OR
THERETO. THE PROVISIONS OF THIS AGREEMENT AND THE O THER LOAN DOCUMENTS MAY BE
AMENDED OR WAIVED ONLY BY AN INSTRUMENT IN WRITING SIGNED BY THE RESPECTIVE
PARTIES TO SUCH DOCUMENTS.

[The remainder of this page is intentionally ld#rk. The signature pages follow.]
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EXECUTED to be effective as of the date first abow#ten.

ADMINISTRATIVE AGENT :

TEXAS CAPITAL BANK,
NATIONAL ASSOCIATION

By: __ /s/ Larry Maywald
Name: Larry Maywald
Title: Senior Vice President
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LENDER:

TEXAS CAPITAL BANK,
NATIONAL ASSOCIATION

By: _ /s/ Larry Maywald
Name: Larry Maywald
Title: Senior Vice President

Applicable Percentage
20.000000000000%

FIRST MODIFICATION AGREEMENT - Lender’s Signaturadge [Texas Capital Bank, National Association]




LENDER:
DEUTSCHE BANK AG NEW YORK BRANCH
By: _ /sl Lisa Wong

Name: Lisa Wong
Title: Vice President

By: __/s/ Marcus M. Tarkington
Name: Marcus M. Tarkington
Title: Director

Applicable Percentage
15.000000000000%

FIRST MODIFICATION AGREEMENT - Lender’s Signaturadge [Deutsch Bank AG New York Branch]




LENDER:
JPMORGAN CHASE BANK, N.A.
By: _ /s/ Mohammad Hasan

Name: Mohammad Hasan
Title: Vice President

Applicable Percentage
15.000000000000%

FIRST MODIFICATION AGREEMENT - Lender’s Signaturade [JPMorgan Chase Bank, N.A.]




LENDER:

CREDIT SUISSE AG,
CAYMAN ISLANDS BRANCH

By: _ /s/ Vipul Dhadda
Name: Vipul Dhadda
Title: Authorized Signatory

By: _ /s/ D. Andrew Maletta
Name: D. Andrew Maletta
Title: Authorized Signatory

Applicable Percentage
7.500000000000%

FIRST MODIFICATION AGREEMENT - Lender’s Signaturage [Credit Suisse AG, Cayman Islands Branch]




LENDER:
WOODFOREST NATIONAL BANK

By: /sl Kendall Walker
Name: Kendall Walker
Title: Executive Vice President

Applicable Percentage
12.500000000000%

FIRST MODIFICATION AGREEMENT - Lender’s Signaturea@e [Woodforest National Bank]




LENDER:
FIFTH THIRD BANK

By: /s/ Ted Smith
Name: Ted Smith
Title: Senior Vice President

Applicable Percentage
17.500000000000%

FIRST MODIFICATION AGREEMENT - Lender’s Signaturee [Fifth Third Bank]




LENDER:

WELLS FARGO BANK,
NATIONAL ASSOCIATION

By: /s/ Douglas K. Carman
Name: Douglas K. Carman
Title: Senior Vice President

Applicable Percentage
12.500000000000%
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BORROWER:

LGI HOMES, INC. ,
a Delaware corporation

By: /s/ Eric T. Lipar
Eric T. Lipar, Chief Executive Officer

LGI HOMES GROUP, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES-PRESIDENTIAL GLEN, LLC
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES-QUAIL RUN, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES - FW, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — SAN TAN HEIGHTS, LLC ,
an Arizona limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES-TEXAS, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES-DECKER OAKS, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES AZ CONSTRUCTION, LLC
an Arizona limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES-WOODLAND CREEK, LLC
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES-LAKES OF MAGNOLIA, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES-SALTGRASS, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGl HOMES-STEWARTS FOREST, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — GLENNWILDE, LLC
an Arizona limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — E SAN ANTONIO, LLC
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — WINDMILL FARMS, LLC
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES — ARIZONA, LLC
an Arizona limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

FIRST MODIFICATION AGREEMENT — Borrower’s Signatukgage 3 of 13




LGI HOMES — FLORIDA, LLC
a Florida limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — GEORGIA, LLC
a Georgia limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — MAPLE LEAF, LLC
a Texas limited liability company

By: LGI Fund Ill Holdings, LLC,
a Texas limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES AVONDALE, LLC ,
a Georgia limited liability company

By: LGI Fund lll Holdings, LLC,
a Texas limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGl HOMES — SHALE CREEK, LLC ,
a Texas limited liability company

By: LGI Fund Il Holdings, LLC,
a Texas limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — STERLING LAKES PARTNERS,
LLC , a Texas limited liability company

By: LGI Fund Il Holdings, LLC,
a Texas limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI CROWLEY LAND PARTNERS, LLC ,
a Texas limited liability company

By: LGI Fund lll Holdings, LLC,
a Texas limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES — MAPLE PARK, LLC
a Georgia limited liability company

By: LGI Fund lll Holdings, LLC,
a Texas limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — SUNRISE MEADOW, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES CORPORATE, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES SERVICES, LLC ,
a Texas limited liability company

By: LGI Homes Corporate, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES AZ SALES, LLC ,
an Arizona limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES — NEW MEXICO, LLC ,
a New Mexico limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES NM CONSTRUCTION, LLC
a New Mexico limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl JV HOLDINGS, LLC
a Delaware limited liability company

By: LGI Homes Corporate, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — LUCKEY RANCH, LLC ,
a Delaware limited liability company

By: LGI JV Holdings, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Corporate, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGl JV HOLDINGS II, LLC
a Delaware limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES-WEST MEADOWS, LLC ,
a Delaware limited liability company

By: LGI JV Holdings Il, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl JV HOLDINGS llI, LLC
a Delaware limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES-SONTERRA, LLC ,
a Delaware limited liability company

By: LGI JV Holdings Ill, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl JV HOLDINGS IV, LLC ,
a Delaware limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — BLUE HILLS, LLC
an Arizona limited liability company

By: LGI JV Holdings IV, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES — KRENSON WOODS, LLC ,
a Delaware limited liability company

By: LGI JV Holdings IV, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES — NORTHPOINTE, LLC
a Delaware limited liability company

By: LGIJV Holdings IV, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — OAK HOLLOW PHASE 6, LLC
a Delaware limited liability company

By: LGI JV Holdings IV, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LUCKEY RANCH PARTNERS, LLC ,
a Delaware limited liability company

By: LGI JV Holdings IV, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl FUND Il HOLDINGS, LLC
a Texas limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES-MALLARD CROSSING, LLC ,
a Delaware limited liability company

By: LGI JV Holdings Il, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES-OAK HOLLOW, LLC
a Delaware limited liability company

By: LGI JV Holdings Ill, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES — SALTGRASS CROSSING, LLC ,
a Delaware limited liability company

By: LGI JV Holdings IV, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — CANYON CROSSING, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES - DEER CREEK, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES II, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

RIVERCHASE ESTATES PARTNERS, LLC ,
a South Carolina limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES - COLORADO, LLC ,
a Colorado limited liability company

By: LGIHomes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES - NC, LLC ,
a North Carolina limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES - SC, LLC ,
a South Carolina limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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EXHIBIT 10.4
SECOND COMMITMENT INCREASE AGREEMENT

This SECOND COMMITMENT INCREASE AGREEMENT (this_“dxeement) is made as of September
2014, by and among ()Gl HOMES, INC. , a Delaware corporation (* Pareft and its Subsidiaries that h:
executed this Agreement as a Borrower (individualhyg collectively, “ Borrower), (i) WELLS FARGO BANK,
NATIONAL ASSOCIATION (¢ Wells Fargo "), and (i) TEXAS CAPITAL BANK, NATIONAL
ASSOCIATION , a national banking association, as Administrafigent (* Administrative Agent).

WITNESSETH:

WHEREAS, Administrative Agent, Borrower and Lendarg parties to that certain Credit Agreement (the
Credit Agreement), dated April 28, 2014, established a revolving lofecredit in the maximum principal sum
$135,000,000.00 (the_* Credit Facility, and

WHEREAS, the Credit Facility Amount was increasezhf $135,000,000.00 to $175,000,000.00, as evidi
by that certain Commitment Increase Agreement,ddaidy 31, 2014, by and among (i) Parent, andutsskliaries, (ii
Woodforest National Bank, (iii) Fifth Third Bankna (iv) Administrative Agent; and

WHEREAS, Borrower desires to further increase theed@ Facility Amount from $175,000,000.00
$200,000,000.00, pursuant to Section 2.9 of theliCAgreement; and

WHEREAS, Borrower asked each Lender to increaseegpective Commitment, but no Lender is willin
increase its respective Commitment; and

WHEREAS, Borrower asked Wells Fargo to become adeenand Wells Fargo is willing to become a Ler
and make a Commitment of up to $25,000,000.00¢estibp the terms and conditions of this Agreemandt

WHEREAS, Administrative Agent, Borrower and Wellar§o now propose to increase the Commitmer
accordance with certain of the terms and provisminhe Credit Agreement and the other related dumis execute
by Borrower or third parties pertaining to, evidegcor securing the Credit Facility (collectivethe “Loan Documen

)

NOW, THEREFORE, for and in consideration of thenpises and the mutual covenants and agree
contained herein, and for other good and valuablesideration, the receipt and sufficiency of white hereb
acknowledged, Lenders and Borrower hereby agréalaws:

1. Definitions. All terms used herein with initial capital letterbut not defined herein, shall have
meanings specified in the Credit Agreement.

2. Joinder of Wells FargoWells Fargo agrees to assume, and does hereloyasthe obligations of a Lent
under the Credit Agreement. Wells Fargo agreedimeaby and be bound by all of the terms of thed@r&greemer
applicable to the Lenders. Accordingly, the Credit
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Agreement is hereby amended such that any andfaliences to the “Lendershall be deemed to refer to Wells Fa
as well as each of the parties that have previdusdn included within the meaning of such term.

3. Credit Facility Amount. Pursuant to Section 2.9 of the Credit Agreemt, Credit Facility Amount
hereby increased from $175,000,000.00 to $200,00000. The Increase Effective Date, as such tewmsas in Sectic
2.9(d) of the Credit Agreement, is September 32420

4. Gross Credit Facility Amount The Gross Credit Facility Amount is hereby inse fron
$245,000,000.00 to $280,000,000.

5. Note for Wells Fargo To evidence the increase in the Credit Facilitpgint, contemporaneously with
execution and delivery of this Agreement, Borromell execute and deliver a promissory note, in #mount o
$25,000,000.00, payable to the order of Wells Faggmh promissory note shall be substantially enfdrm of Exhibi
D attached to the Credit Agreement, and shall lzeafithe Notes, as defined in the Credit Agreement.

6. Credit Facility Fee Contemporaneously with the execution and deliwérhis Agreement, Borrower sh
pay a Credit Facility Fee in the amount of $125,0000 Administrative Agent for the account of VdHargo.

7. Commitments and Applicable Percentagés a result of the increase in the Credit Fachimount, an
the addition of Wells Fargo as a Lender, Scheduleo? the Credit Agreement is hereby revised ampdaced in it
entirety with_Schedule 2.attached hereto, and the Lendaespective Commitments and Applicable Percentage
revised as set forth therein. Wells Fargo hereligegyto the Commitment and Applicable Percentagigl opposit
its name on Schedule 2attached hereto.

8. Resolutions. Borrower represents and warrants that, attacleeetd as Exhibit As a true, correct ai
complete copy of the unanimous written consenthef board of directors of Parent, dated of even datle this
Agreement, approving and consenting to the increatiee Credit Facility Amount.

9. Acknowledgment by BorrowerExcept as otherwise specified herein, the temmaspaiovisions hereof sh
in no manner impair, limit, restrict or otherwiskeat the obligations of Borrower or any third patd Administrative
Agent and the Lenders, as evidenced by the Loaruients. Borrower hereby acknowledges, agrees gwdsent
that (i) Borrower is indebted to the Lenders punsua the terms of the Notes; (ii) the liens, sdguinterests an
assignments created and evidenced by the Loan Dedsrare, respectively, valid and subsisting lisesurity interes
and assignments of the respective dignity and ipricgcited in the Loan Documents; (iii) there aeclaims or offse
against, or defenses or counterclaims to, the temmgrovisions of the Loan Documents, and the otid@igation:
created or evidenced by the Loan Documents; (ivfyd@eer has no claims, offsets, defenses or couaiers arisin
from any of Administrative Agent’s or Lenderatts or omissions with respect to the Mortgagegpéty, the Loa
Documents or Administrative Agent’s or Lenders’fpemance under the Loan Documents or with resmect t
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the Mortgaged Property; (v) the representationsvaadanties of Borrower contained in the Loan Doeuis are tri
and correct as of the date hereof, except to tihenexhat such representations and warranties fggalyi refer to ai
earlier date, in which case they are true and cbras of such earlier date; (vi) to Borroweknowledge, neith
Administrative Agent nor Lenders are in default ammdevent has occurred which, with the passagend, tgiving o
notice, or both, would constitute a default by Adisirative Agent or Lenders of their respectiveigdtions under tr
terms and provisions of the Loan Documents; angl Barrower is not in default and no event has o which, witl
the passage of time, giving of notice, or both, ldaonstitute a default by Borrower of its obligats under the terr
and provisions of the Loan Documents.

10. No Waiver of RemediesExcept as may be expressly set forth herein,impitontained in this Agreeme
shall prejudice, act as, or be deemed to be a waivany right or remedy available to Administratigent or Lende
by reason of the occurrence or existence of any faccumstance or event constituting a defaultesnthe Loa
Documents.

11. Costs and Expenseontemporaneously with the execution and deliveaseof, Borrower shall pay,
cause to be paid, all costs and expenses inciderihd preparation, execution and recordation heseuf th
consummation of the transaction contemplated henslocjuding, but not limited to, reasonable feesl axpenses
legal counsel to Administrative Agent.

12.  Additional Documentation From time to time, Borrower shall execute or pwecand deliver |
Administrative Agent such other and further docuteend instruments evidencing, securing or perngito the Cred
Facility or the Loan Documents as shall be readygnmalguested by Administrative Agent so as to enadeor effect tr
terms and provisions hereof. Borrower shall causbéd delivered to Administrative Agent, an opiniohcounse
satisfactory to Administrative Agent, opining tQ tfie validity and enforceability of this Agreemetite promissotr
note referred to in_Sections,%and the other Loan Documents; (ii) the authooityBorrower, to the extent organi:
under the laws of Delaware and Texas, to execwgkyed and perform its respective obligations untiex Loal
Documents; and (iii) such other matters as readpmaquested by Administrative Agent.

13. Effectiveness of the Loan DocumentExcept as expressly modified by the terms andigians hereo
each of the terms and provisions of the Loan Docusnare hereby ratified and shall remain in fulickoand effec
provided, however, that any reference in any oflitben Documents to the Credit Facility, the amazontstituting th
Credit Facility, any defined terms, or to any oé tbther Loan Documents shall be deemed, from ated tfe dat
hereof, to refer to the Credit Facility, the amouaahstituting the Credit Facility, defined termsdan such other Loz
Documents, as modified hereby.

14. Governing Law . THE TERMS AND PROVISIONS HEREOF SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF TEXAS, EXCEPT AS
OTHERWISE EXPRESSLY PROVIDED HEREIN.

15. Time . Time is of the essence in the performance ofctbenants contained herein and in the |
Documents.
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16. Binding Agreement This Agreement shall be binding upon the sucessand assigns of the par
hereto; provided, however, the foregoing shallm®ideemed or construed to (i) permit, sanctiohaige or condor
the assignment of all or any part of the Mortgagedperty or any of Borrower's rights, titles oreirgsts in and to tl
Mortgaged Property or any rights, titles or intéses and to Borrower, or (ii) confer any rightlej benefit, cause
action or remedy upon any person or entity notreygeereto, which such party would not or did ntiteywise possess.

17. Headings The section headings hereof are inserted for @aence of reference only and shall in no
alter, amend, define or be used in the construaianterpretation of the text of such section.

18. Construction. Whenever the context hereof so requires, referém¢he singular shall include the plt
and likewise, the plural shall include the singulords denoting gender shall be construed to ntleammasculine
feminine or neuter, as appropriate; and specifiengration shall not exclude the general, but shaliconstrued
cumulative of the general recitation.

19. Severability. If any clause or provision of this Agreementissbould ever be held to be illegal, invalic
unenforceable under any present or future law egiplé to the terms hereof, then and in that eveistthe intention ¢
the parties hereto that the remainder of this Agesg shall not be affected thereby, and that i éiteach such clau
or provision of this Agreement that is illegal, & or unenforceable, such clause or provisionl dtea judicially
construed and interpreted to be as similar in sugst and content to such illegal, invalid or unesgable clause
provision, as the context thereof would reasonabbygest, so as to thereafter be legal, valid afar@rable.

20. Counterparts To facilitate execution, this Agreement may beared in as many counterparts as me
convenient or required. It shall not be necesdaay the signature and acknowledgment of, or onlbehaeach party
or that the signature and acknowledgment of albqes required to bind any party, appear on eachtequart. Al
counterparts shall collectively constitute a singktrument. It shall not be necessary in makirappof this Agreemei
to produce or account for more than a single copaté containing the respective signatures of,robehalf of, each
the parties hereto. Any signature page to any espatt may be detached from such counterpart witimppairing the
legal effect of the signatures thereon and thezeafttached to another counterpart identical tbeeaicept havin
attached to it additional signature pages.

21. Notice of Final Agreement. THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS
EMBODY THE FINAL, ENTIRE AGREEMENT AMONG THE PARTIE S HERETO AND THERETO AND
SUPERSEDE ANY AND ALL PRIOR COMMITMENTS, AGREEMENTS , REPRESENTATIONS, AND
UNDERSTANDINGS, WHETHER WRITTEN OR ORAL, RELATING T O THE SUBJECT MATTER
HEREOF AND THEREOF AND MAY NOT BE CONTRADICTED OR V ARIED BY EVIDENCE OF PRIOR,
CONTEMPORANEOUS, OR SUBSEQUENT ORAL AGREEMENTS OR DISCUSSIONS OF THE PARTIES
HERETO OR THERETO. THERE ARE NO ORAL AGREEMENTS AMO NG THE PARTIES HERETO OR
THERETO. THE PROVISIONS OF THIS AGREEMENT AND THE O THER LOAN DOCUMENTS MAY BE
AMENDED
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OR WAIVED ONLY BY AN INSTRUMENT IN WRITING SIGNED B Y THE RESPECTIVE PARTIES TO
SUCH DOCUMENTS.

[The remainder of this page is intentionally |dtrk. The signature pages follow.]
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EXECUTED to be effective as of the date first abow#ten.

ADMINISTRATIVE AGENT :

TEXAS CAPITAL BANK,
NATIONAL ASSOCIATION

By: __ /s/ Larry Maywald
Name: Larry Maywald
Title: Senior Vice President
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LENDER:

WELLS FARGO BANK,
NATIONAL ASSOCIATION

By: /sl Douglas K. Carman
Name: Douglas K. Carman
Title: Senior Vice President
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BORROWER:

LGI HOMES, INC. ,
a Delaware corporation

By: /s/ Eric T. Lipar
Eric T. Lipar, Chief Executive Officer

LGI HOMES GROUP, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES-PRESIDENTIAL GLEN, LLC
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES-QUAIL RUN, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES - FW, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — SAN TAN HEIGHTS, LLC ,
an Arizona limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES-TEXAS, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES-DECKER OAKS, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES AZ CONSTRUCTION, LLC
an Arizona limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES-WOODLAND CREEK, LLC
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES-LAKES OF MAGNOLIA, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES-SALTGRASS, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGl HOMES-STEWARTS FOREST, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — GLENNWILDE, LLC
an Arizona limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — E SAN ANTONIO, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — WINDMILL FARMS, LLC
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — ARIZONA, LLC
an Arizona limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES — FLORIDA, LLC
a Florida limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — GEORGIA, LLC
a Georgia limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — MAPLE LEAF, LLC
a Texas limited liability company

By: LGI Fund Ill Holdings, LLC,
a Texas limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES AVONDALE, LLC ,
a Georgia limited liability company

By: LGI Fund lll Holdings, LLC,
a Texas limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES — SHALE CREEK, LLC
a Texas limited liability company

By: LGI Fund lll Holdings, LLC,
a Texas limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — STERLING LAKES PARTNERS,
LLC , a Texas limited liability company

By: LGI Fund Il Holdings, LLC,
a Texas limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI CROWLEY LAND PARTNERS, LLC ,
a Texas limited liability company

By: LGI Fund lll Holdings, LLC,
a Texas limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGl HOMES — MAPLE PARK, LLC ,
a Georgia limited liability company

By: LGI Fund Il Holdings, LLC,
a Texas limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — SUNRISE MEADOW, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES CORPORATE, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES SERVICES, LLC ,
a Texas limited liability company

By: LGI Homes Corporate, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES AZ SALES, LLC ,
an Arizona limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES — NEW MEXICO, LLC ,
a New Mexico limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES NM CONSTRUCTION, LLC
a New Mexico limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl JV HOLDINGS, LLC
a Delaware limited liability company

By: LGI Homes Corporate, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — LUCKEY RANCH, LLC ,
a Delaware limited liability company

By: LGI JV Holdings, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Corporate, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGl JV HOLDINGS II, LLC
a Delaware limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES-WEST MEADOWS, LLC ,
a Delaware limited liability company

By: LGI JV Holdings Il, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl JV HOLDINGS llI, LLC
a Delaware limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES-SONTERRA, LLC
a Delaware limited liability company

By: LGI JV Holdings Ill, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl JV HOLDINGS IV, LLC ,
a Delaware limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES — BLUE HILLS, LLC
an Arizona limited liability company

By: LGI JV Holdings IV, LLC,
a Delaware limited liability company,
its Manager

By: LGIHomes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES — KRENSON WOODS, LLC ,
a Delaware limited liability company

By: LGI JV Holdings IV, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — NORTHPOINTE, LLC ,
a Delaware limited liability company

By: LGI JV Holdings IV, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — OAK HOLLOW PHASE 6, LLC
a Delaware limited liability company

By: LGI JV Holdings IV, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LUCKEY RANCH PARTNERS, LLC ,
a Delaware limited liability company

By: LGI JV Holdings IV, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI FUND Il HOLDINGS, LLC
a Texas limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGl HOMES-MALLARD CROSSING, LLC ,
a Delaware limited liability company

By: LGIJV Holdings Il, LLC,
a Delaware limited liability company,
its Manager

By: LGIHomes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGl HOMES-OAK HOLLOW, LLC
a Delaware limited liability company

By: LGI JV Holdings lll, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — SALTGRASS CROSSING, LLC ,
a Delaware limited liability company

By: LGI JV Holdings IV, LLC,
a Delaware limited liability company,
its Manager

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES — CANYON CROSSING, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES - DEER CREEK, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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LGI HOMES II, LLC ,
a Texas limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

RIVERCHASE ESTATES PARTNERS, LLC ,
a South Carolina limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Managing Member

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES - COLORADO, LLC ,
a Colorado limited liability company

By: LGI Homes Group, LLC,
a Texas limited liability company,
its Manager

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES - NC, LLC ,
a North Carolina limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager

LGI HOMES - SC, LLC ,
a South Carolina limited liability company

By: /s/ Eric T. Lipar
Eric T. Lipar, Manager
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SCHEDULE 2.1

Commitments and Applicable Percentages

Lender Commitment Applicable
Percentage
Texas Capital Bank, National $40,000,000.00 20.000000000000%
Association
Fifth Third Bank $35,000,000.00 17.500000000000%
Deutsche Bank AG New York $30,000,000.00 15.00000000%
JPMorgan Chase Bank, N.A. $30,000,000.00 15.0000@000%
Wells Fargo Bank, N.A. $25,000,000.00 12.50000000%
Woodforest National Bank $25,000,000.00 12.50000000%
Credit Suisse AG, Cayman Islang$15,000,000.00 7.500000000000%
Branch
Total:{$200,000,000.00 100.000000000000%

SCHEDULE 2.1 — Commitments and Applicable PercesdagSolo Page
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LIST OF SUBSIDIARIES OF LGI HOMES, INC.

LGI HOMES GROUP, LLC, a Texas limited liability com pany

LGI HOMES - DECKER OAKS, LLC, a Texas limited lidioy company

LGI HOMES - E SAN ANTONIO, LLC, a Texas limited hiity company

LGI HOMES - FW, LLC, a Texas limited liability corapy

LGI HOMES - GEORGIA, LLC, a Georgia limited liakii company

LGI HOMES - LAKES OF MAGNOLIA, LLC, a Texas limitetiability company
LGI HOMES - PRESIDENTIAL GLEN, LLC, a Texas limitd@bility company
LGI HOMES - QUAIL RUN, LLC, a Texas limited liabtly company

LGI HOMES - SALTGRASS, LLC, a Texas limited liattificompany

LGI HOMES - STEWARTS FOREST, LLC, a Texas limitéabiility company

LGI HOMES - TEXAS, LLC, a Texas limited liabilityaanpany

LGl HOMES - WINDMILL FARMS, LLC, a Texas limited &bility company

LGl HOMES - WOODLAND CREEK, LLC, a Texas limitecability company

LGl HOMES AZ CONSTRUCTION, LLC, an Arizona limitddability company
LGI HOMES AZ SALES, LLC, an Arizona limited liabfli company

LGI HOMES - ARIZONA, LLC, an Arizona limited liaktly company

LGI HOMES - FLORIDA, LLC, a Florida limited liabity company

LGI HOMES - GLENNWILDE, LLC, an Arizona limited ligility company

LGI HOMES - SAN TAN HEIGHTS, LLC, an Arizona limiteliability company
LGI HOMES - NEW MEXICO, LLC, a New Mexico limiteddbility company

LGl HOMES NM CONSTRUCTION, LLC, a New Mexico limitkliability company
LGI HOMES - COLORADO, LLC, a Colorado limited lidlty company

LGI HOMES - NC, LLC, a North Carolina limited lidly company

LGI HOMES - SC, LLC, a South Carolina limited liity company

LGI FUND Il HOLDINGS, LLC, a Texas limited liabili ty company

LGl CROWLEY LAND PARTNERS, LLC, a Texas limited bdity company

LGl HOMES AVONDALE, LLC, a Georgia limited liabit company

LGI HOMES - MAPLE PARK, LLC, a Georgia limited lidlty company

LGI HOMES - MAPLE LEAF, LLC, a Texas limited liality company

LGI HOMES - SHALE CREEK, LLC, a Texas limited lidity company

LGI HOMES - STERLING LAKES PARTNERS, LLC, a Texamlted liability company
LGl HOMES CORPORATE, LLC, a Texas limited liability company

LGI HOMES SERVICES, LLC, a Texas limited liabiligpmpany

LGI-GTIS HOLDINGS, LLC, a Delaware limited liabilit y company

LGI HOMES - LUCKEY RANCH, LLC, a Delaware limitedability company
LGI-GTIS HOLDINGS I, LLC, a Delaware limited liabi lity company

LGI HOMES - MALLARD CROSSING, LLC, a Delaware lingitl liability company
LGI HOMES - WEST MEADOWS, LLC, a Delaware limitei@bility company
LGI-GTIS HOLDINGS lll, LLC, a Delaware limited liab ility company

LGl HOMES - OAK HOLLOW, LLC, a Delaware limited lmlity company

LGI HOMES - SONTERRA, LLC, a Delaware limited li¢iby company

LGI-GTIS HOLDINGS IV, LLC, a Delaware limited liabi lity company

LGI HOMES - BLUE HILLS, LLC, an Arizona limited liaility company

LGl HOMES - KRENSON WOODS, LLC, a Delaware limitéability company
LGI HOMES - NORTHPOINTE, LLC, a Delaware limitecbility company

LGI HOMES - OAK HOLLOW PHASE 6, LLC, a Delaware litad liability company
LGI HOMES - SALTGRASS CROSSING, LLC, a Delawareilied liability company
LUCKEY RANCH PARTNERS, LLC, a Delaware limited lidiby company

LGI HOMES - CANYON CROSSING, Ltd., a Texas limited liability company
LGI HOMES - DEER CREEK, LLC, a Texas limited liabil ity company

LGI HOMES II, LLC, a Texas limited liability compan y

LGI HOMES - SUNRISE MEADOW, LLC, a Texas limited li ability company
RIVERCHASE ESTATES PARTNERS, LLC, a South Carolina limited liability company

Exhibit 21.1



EXHIBIT 23.1
Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference inRbgistration Statement (Form S-8 No. 333-1924@&@faning to the LGl Homes, Inc. 2013
Equity Incentive Plan of our report dated March 2215, with respect to the consolidated finandiaesnents of LGl Homes, Inc. incorporated
by reference in this Annual Report (Form 10-K) tloe year ended December 31, 2014.

/sl Ernst & Young LLP

Houston, Texas
March 12, 2015



EXHIBIT 23.2

INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference iniRReggion Statement N&33-19246n Form S-8 of LGI Homes, Inc. our reports dated
March 31, 2014 for the following entities:

LGI-GTIS Holdings, LLC and Subsidiaries;
LGI-GTIS Holdings II, LLC and Subsidiaries;
LGI-GTIS Holdings Ill, LLC and Subsidiaries; and
LGI-GTIS Holdings IV, LLC and Subsidiaries

appearing in this Form 10-K of LGl Homes, Inc.

/s/ Armanino LLP

San Ramon, CA
March 10, 2015



EXHIBIT 31.1
CEO CERTIFICATION
PURSUANT TO SECTION 302 OF THE
SARBANES - OXLEY ACT OF 2002

I, Eric Lipar, certify that:
1. I have reviewed this Annual Report on Form 16fK.GIl Homes, Inc.;

2. Based on my knowledge, this Annual Report dasantain 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 madmisleding with respect to the period
covered by this Annual Report;

3. Based on my knowledge, the financial statememis,other financial information included in thisual Report, fairly present in all mater
respects the financial condition, results of operat and 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 procedarecaused such disclosure controls and procedotee 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, particularly dgrihe period in which this Annual Report is beimgpared;

b. Evaluated the effectiveness of the Registratisslosure controls and procedures and presentiisi Annual Report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period cougyelis Annual Report based on
such evaluation; and

c. Disclosed in this report any change in the Begt’s internal control over financial reportitigat 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 Regdasi’'s internal control over financial reporting;dan

5. The Registrant’s other certifying officer ankave disclosed, based on our most recent evaluetimrernal control over financial reporting,
to the Registrant’s auditors and the audit committeRegistrant’s Board of Directors (or personggrening the equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal céotrer financial reporting which are
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refioancial information; and

b. Any fraud, whether or not material, that inveadvmanagement or other employees who have a s@mifiole in the Registrant’s
internal control over financial reporting.

Date: March 12, 2015

By: /sl Eric Lipar
Eric Lipar
Chief Executive Officer and Chairman of theaBb
LGl Homes, Inc.




EXHIBIT 31.2
CFO CERTIFICATION
PURSUANT TO SECTION 302 OF THE
SARBANES - OXLEY ACT OF 2002

I, Charles Merdian, certify that:
1. I have reviewed this Annual Report on Form 16fK.GIl Homes, Inc.;

2. Based on my knowledge, this Annual Report dagsaontain 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 madmisleding with respect to the period
covered by this Annual Report;

3. Based on my knowledge, the financial statememis,other financial information included in thisual Report, fairly present in all mater
respects the financial condition, results of operat and 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 procedareaused such disclosure controls and procedotee 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, particularly dgrihe period in which this Annual Report is beimgpared;

b. Evaluated the effectiveness of the Registratisslosure controls and procedures and presentiisi Annual Report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period cougyelis Annual Report based on
such evaluation; and

c. Disclosed in this report any change in the Begt’s internal control over financial reportitigat 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 Regdasi’'s internal control over financial reporting;dan

5. The Registrant’s other certifying officer ankave disclosed, based on our most recent evaluetimrernal control over financial reporting,
to the Registrant’s auditors and the audit committeRegistrant’s Board of Directors (or personggrening the equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refioancial information; and

b. Any fraud, whether or not material, that inveadvmanagement or other employees who have a s@mifiole in the Registrant’s
internal control over financial reporting.

Date: March 12, 2015

By: /sl Charles Merdian
Charles Merdian
Chief Financial Officer, Secretary and Treasur
LGI Homes, Inc.




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 LGI Homex;. (the “Company”) on Form 10-K for the year emgiDecember 31, 2014 as filed with

the Securities and Exchange Commission on thelgasof (the “Report”), 1, Eric Lipar, Chief Executi Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adoptedipot$o Section 906 of the Sarbanes-Oxley Act @22@hat to the best of my knowledge:

The Report fully complies with the requiremenit$Section 13(a) or 15(d) of the Securities ExgeAct of 1934 (15 U.S.C. 78m or

1.
780(d)); and
The information contained in the Report faphgsents, in all material respects, the finana@aldition and results of operations of the

2.
Company.

/sl Eric Lipar

March 12, 2015
Eric Lipar
Chief Executive Officer and Chairman of the Board

LGI Homes, Inc.



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 LGI Homex;. (the “Company”) on Form 10-K for the year emgiDecember 31, 2014 as filed with
the Securities and Exchange Commission on thelgatof (the “Report”)l, Charles Merdian, Chief Financial Officer of tBempany, certify
pursuant to 18 U.S.C. Section 1350, as adoptedipot$o Section 906 of the Sarbanes-Oxley Act @2@hat to the best of my knowledge:

The Report fully complies with the requiremenit$Section 13(a) or 15(d) of the Securities ExgeAct of 1934 (15 U.S.C. 78m or
780(d)); and

The information contained in the Report faphgsents, in all material respects, the finana@aldition and results of operations of the

1.

Company.

/s/ Charles Merdian

Charles Merdian
Chief Financial Officer, Secretary and Treasurer

LGI Homes, Inc.

March 12, 2015



